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CORRECTION  OF  ANSWER  TO 
STARRED QUESTION

The Deputy RDnister of  External 
Affairs (Shri AnU K. C%anda):  In
connection with  Question No. 1326 
answered on 1st  September, 1955, 
Shrimati Renu Chakravartty asked me 
a supplementary  question whether 
there would be a fresh election  in 
Pondicherry after the de jure trans
fer. and I repUed “Yes Sir.  I should 
think that after the de jure trancfer 
takes  place, we shall have  fresh 
elections.”  I should like to correct 
the impression that my answer might 
have given to the effect  that fresh 
elections had been decided upon after 
the de jure transfer.  This  tdiole 
question will have to be considered 
at that stage and no commitment can 
be made at present.  I, therefore, 
seek your permission to correct  that 
answer and replace it by the follow
ing:

“I should think that after  the 
de jure transfer takes  place, the 
whole question wUl have to  be 
considered in all its bearings.”

a brief statement by way of personal 
explanation with reference to the dis
cussion in this House on  Acharya 
Kripalani’s motion  on  the  30th 
August, 1955.  It would appear from 
the records that “an expression  of 
regret  has been  made  on  Shri 
Kamaths behalf*.  This is not a oor> 
reel description of my stand.  Con 
sidering that 1 made it clear, not once 
but twice, before leaving the House 
after being named by the  Depyty- 
Speaker on that date, that I had used 
the words “fantastic nonsense”  not 
against the Chair but against  some 
Members  who were calling  me to 
order and trying to shout me down ■ 
and the official record bears me out 
here—there was no occasion or need 
for me to add anything further.

BUSINESS ADVISORY OOMMITTBB

Twenty-fourth  Repoht

Pandit Thaknr Das Bhargsva (Qur- 
gaon): I beg to present the  Twenty- 
fourth  Report  of  the  Business 
Advisory Committee.

COMMITTEE  ON PRIVATE  MEM
BERS’ BILLS AND  RESOLUTIONS

Thirty-sixth  Report

Shri Baghunath  Singh  (Baparas 
Distt—Central): I beg to present the 
Thirty-sixth Report of the Committee 
on Private Members* Bills and Reso
lutions.

PERSONAL EXPLANATION BY  A 
MlQylBER

Shri Kamath (Hoshangabad);  By 
jt>ur leave, Sir, 1 should like to make

COMPANIES BILL—contd.

Clauses 389 to 423

Mr. Speaker: The House will now 
proceed with the further  clause-by- 
clause consideration of the Compan
ies Bill.  The clauses to be taken up 
are 389 to 395, 396 to 408 and 409 to 
414 for which 1/2 hour, 2 hours and 1 
hour have been respectively allocated. 
This would mean that the first group 
will be disposed of by about  12-30 
P.M., tiie second at 2-30 p.m . and the 
third at about 8-30 p.M.  Thereafter 
the  House will take up the  next 
groups.

airi C. C. Sliah (Gohilwad-Sorath): 
I  suggest that the next group  of 
clauses 415 to 423 may also be taken 
up  for whi€h 1/2 hour has  been 
allocated and all the four groups may 
be taken together.  Voting may  be 
done at the end of the discussion on 
these four groups of clauses.  For all 
these four groups 4 hours have been 
allocated.  Then the next group  of 
winding-up clauses begins.  These 4 
groups will finish Part VI as well, and 
then the winding-up chapters bĉ .

Hr. Speaker: Is it his present re
quest that the fourth and the  fifth 
group of clauses also be taken  up 
now?



amendments  are:  No.  1134 to
409, No. 686, and No. 1135 to rlmietr
410 and No. 1136 to clause 411.  We 
have no amendments to the group of 
clauses from 415 to 423.

[Shri  Barman in the Chair]

Mr. Chairman:  Are you moving
amendment No.*1133?
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Shri C. C. Shah: I only suggest that 
clauses 389 to 423 be taken up  to
gether.

Mr. Speaker: That is what I have 
mentioned.  I have said that  these 
groups are being taken up.  He wants 
that they should be taken up  col
lectively.

Shri N. C. Chatterjee (Hooghly): It 
is better that we do so because prior 
to winding-up we can finish all  of 
them.  They are more or less  con
nected together.

Mr. Speaker: So, I take it that, that 
ir, the consensus of opinion in  the 
House that 1̂1 these four groups  of 
clauses from 389 to 423 be taken to
gether.  Voting will take place at the 
end of the discussion.

So, now, clauses 389 to 423 are be
ing taken up. The total time allocat
ed comes to 4 hours. Hon. Members 
who wish to move their amendments 
to these clauses  will  kindly  hand 
over the numbers of  their  amend
ments, specifying the clauses to wliich 
they relate, to the Secretary at the 
Table within 15 minutes.

We will now proceed with the  dis
cussion on these clauses.

The Minister of Revenue and Civil 
Expenditiire (Shri M. C. Shah): Sir, 
on behalf of Government  I have to 
move some amendments.  I will just 
move those amendments  and I will 
try to explain them.

Mr. Speaker: Are they circulated to 
Members?

Shri M. C. Shah: Yes, Sir.

Mr. Speaker: Then he may  just 
mention their numbers only.

Shii M. C. Shah: First I will take 
the group of clauses 389 to 395.  The 
amendments are: No. 682 to  clause 
391,  No 1030 to  clause 391,  and 
No. 1031 to new clause 391A.  Then 
to clauses 396 to 408 the amendments 
are: No.  683  to clause  400,  apd 
No. 1133—which has been  circulated 
today morning—to clause 407.  In the 
group  of clauses  409 to 414  th«

Shri M. C. Shah: Yes, Sir.

Mr, Chairman: I am told that there 
is some mistake in this amendnioit 
and that for the word “more” it will 
be "less”.  Do you confirm it?

Shri M. C. Shah: Yes, but we wiB
come to that when we  take up the 
clause.

Mr. Chairman: But we must make 
it clear now.  What is the correction 
in amendment No. 1133?

Shri M. C. Shah: There is some ver
bal change which we will indicate.

Mr. Chairman: What is that?  Is it 
‘less’ or is it ‘more*?

Shri C. C. Shah: Then it ought to be 
“hundred” instead of “two hundred**.

Shri M. C. Shah: When we come to 
clause 407 we will see to it.  If there 
is any verbal change, we shall look to 
it then.

Shri  Jhtinjhunwala  (Bhagalpur 
Central): Is it “less than one hundred 
members” or “more than two hundred 
members”?

Shri M. C. Shah:  It is an amend
ment to clause 407.  The next amend
ment to the same clause is this.....

Mr. Chairman: Again, there is con
fusion.  What about that word?  Is It 
less* or is it ‘more*?

Shri M. C. Shah: We will think over 
that.

Mr. Chairman: l.et that point M 
made clear now. There is much  con
fusion about it.  Is it ‘îore* or  is It
less*?  Let it be confirmed in  the
beginning itself. Otherwise, there it
no use going on to ̂  other ar 
meats. "
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Shri M. C. Shah: I am sorry; I see 
that it has now been corrected.  It is 
ôt less than two hundred members 
of the company or*.  Not *more*.

Shri Jhnnjhiuiwala: It ought to be 
‘not less than one hundred’.

Shri M. C. Shah: That is some other 
hon. Member’s amendment.  The Gov
ernment amendment is, ‘not less than 
two hundred’.

Mr.  Chairman:  Let  me  then
announce it.  It is a vital mistake.  In 
amendment No. 1133  to clause 407, 
tabled by Government, item No. (ii)
(b) should read as follows:

(b)  line 29, after ‘on the appli- 
cati(»i’ insert  ‘of not' less than 
two hundred members of the com
pany or’;

Shri M, C. l̂ah: The next amend
ment of Government is No. 682  to 
clause 391. It is only an inadvertent 
error which has to be corrected. Then 
amendment No. 1030 to clause  391 
which reads thus:

Page 196, after line 20 add:

“The  iHTOvisions  of  sub
sections (3) to (6) shall apply, in 
relation to the appellate order and* 
the appeal, as they apply in  re
lation to the original  order and 
the application”.

This amendment supplies a lacuna. 
The'Sub-sections (3) to (6) are appli
cable to an order passed on appeal as 
they apply to an order passed in the 
first instance. Thislacima was point
ed out by the Law Ministry a couple 
of days ago. Therefore we have moved 
that amendment.

Then coipes amendment No. 1031 to 
new clause 391 A.  It gives power to 
the High Court to enforce schemes of 
arrangements, etc.  The amendment 
reads as follows:

••39IA. Power of High Court to 
enforce schemes of arrangements, 
etc.—(1) Where  a  High  Court 
makes an order under section 391

sanctioning a compromise or  an 
arrangement in respect of a com
pany it—-

(a) shall have power to super
vise the carrying out of the  com
promise or arrangement; and

(b; may, at the time of making 
such order or at any time, there
after, give such directions in  re
gard to any matter or make such 
modifications in the compromise 
or arrangement as it may consider 
necessary for the proper working 
of the compromise or  arrange
ment.

(2) If the Court afo/esaid  is 
satisfied that a compromise  or 
arrangement  sanctioned  under 
section  391 cannot be  worked 
satisfactorily  with or  without
. modifications, it may, either on its 
own motion or on the application 
of any person  interested in the 
affairs of the company, make  an 
order winding  up the company, 
and such an order shall be deemed 
to be an order made under section 
431 of this Act.

(3) The  provisions  of  this 
section shall, so far as may  be. 
also apply to a company in ‘ res
pect of which an order has  been 
made before the commencement of 
this Act under section 153 of the 
Indian Companies Act, 1913 (VII 
of 1913) sanctioning a compromise 
or an arrangement.”

This is a new clause  391A.  It 
practically reproduces section 45Â of 
the Banking Companies Act.  It pro
vides an easy mode of altering  and 
enforcing any arrangement or  com
promise effected by the court  in 
pursuance of clause 391.  Sub-clause
(3) of the new clause makes provision 
for the application of the new  pro
visions to arrangements and  com
promises sanctioned under section 153 
of the existing Act and it reproduces 
section 45A.  This amendment has 
been suggested by the Ministry  of 
Law. Incidentally I may mention that 
it gives effect to a  recommendation 
inacie by Shri S. R. Das, Chief Justice
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of the Punjab High Court in  1950, 
mentioned in All-India Reporter, East 
Punjab, page 111.  I have got the ex
tracts here but they are a long and 
1 would not like to take the time of 
the House by reading them.

Now, amendment No. 683 is to clause 
400.  It seeks to substitute clause 400 
as follows;

“400. Right of Central Govern
ment to apply under sections 396 
and 397.—The  Central  Oovem- 
ment may itself apply  to the 
Court for an order under section 
396 or 397, or cause  an  ap|di- 
cation to be made to the Court for 
such  an order by any  perscm 
authorised, by it in this behalf.”  *

Section 153C (2) of the existing Act 
provides for an application under that 
section being made by the  Central 
Government itself.  It will be useful, 
therefore, to preserve this power  in 
addition to giving the Central Govern
ment the power to authorise a mem
ber or members of a company to make 
application under clause 391A.  Now, 
the power to cause an appUcation to 
be made to the court imder clause 242, 
which is in conformity with the exist
ing Act, has been generalised so as to 
make it apply to all cases,  whether 
falling under clause 242 or not.

We are not  moving  amendment 
Nos. 684 and 685 to clause 407,  but, 
as was promised by the Finance Minis
ter to Shri Morarka when the matter 
was  raised, regarding a  provision 
under clause 407 where the  Central 
Government  will have  power  to 
appoint twô directors whenever  they 
receive an appUcation from not less 
than 200 shareholders or from  mem- 
r̂s ha  ̂not less than one-tenth of 
the total voting power,_at that dis
cussion,—it was suggested that an al- 
temative provision may be made that 
instead  of  just  appointing  two 
directors, the  Central  Government 
may suggest that the prov̂ on  may 
be made for proportional  represen
tation in the articles of the company. 
Therefore, in order to give effect  to 
ttls,  we have moved  amendment 
No. 1133 to clause 407.

There is one more amendment.  It 
is amendment No. 1134 to clause 409.

The amendment reads thus:

In page 206, lines 14 and 15,

for “on any matter arising out 
of the provisions of this Act  re
ferred to in clause (a) of section 
410”.

substitute *‘on the  matter  re
ferred to in clause (a) of section 
410 and the applications referred 
to in clause (b) of that section.*’

Amendment No. 1135 seeks to  re
letter sub-clauses (a) and (b) in page 
206 as (b) and (c) and to insert a new 
sub-clause (a)'reading as follows:

“(a) before  a notification  is 
issued under section 323 in respect 
of any description of industry or 
business, on the necessity for, and 
advisability of, issuing the  noti
fication;**

By this amendment we have accept
ed the suggestion made by my friend 
Shri T. S. A. Chettiar.

Amendment No. 1136 to clause 411 
says:

Jn page 206, line 33, for '*clau«e
(a)” substitute “clause (b)**.

The above amendments give effect 
to the principle involving Mr. Chettiar*s 
amendment  No. Ill to clause  323 
which says that the Advisory  Com
mission should be  omsulted before 
Grovemment prohibit  the  appoint
ment of managing agents in any busi
ness or industry under  clause 32S. 
The main amendment is to clause 410 
and the other amendments to clauses 
409 and 411 are consequential ones.

Shri N. C. Oiatterlee: I have  an 
amendment which is a vital oae—one 
that does not merefy  tinker with 
some  of the clauses in the  mii- 
Please look at amendment No. 111« 
to clause 409.  Clause 409 provides for 
the appointment of an Advisory Com
mission; clause 410 deals with  the 
duties of Advisory Comn̂ssion; clause
411 deals with forms and procedure 
in cases referred to Advisory Com-
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[Shri N, C. Chatterjee] 

mission;  clause 412  deals  with  the 
powers of  Advisory  Commission; 
clause 413 deals with penalties  and 
clause 414 deals with immunity for 
action taken bona fide.

I am submitting for the consider
ation of' this Parliament that  they 
should not accept these recommend
ations of the Select Committee  but 
they should accept the main and basic 
recommendation of the Bhabha Com
mittee.  That Committee have  un
animously recommended that  there 
should  be  a  statutory  central 
authority.  You may remember that 
the Bhabha Committee have  pointed 
out that the corner-stone of their re
commendation making drastic changes 
in the company law is based on  one 
thing, namely, that there is a justi
fication for a central organisation.  If 
you look at the last paragraph  at 
page 190 of the Bhabha  Committee 
Report, you will find:

“-----even the most  well-con
ceived and well-designed of laws 
is liable to become ineffective and 
to fall into disrepute, if there is 
no regular machinery for making 
any use of it.”

It is also pointed out that;

“.....ttie defects oi the present
administration of Indian  Com
panies Act arise largely from this 
fact.  The provisions of  the 
Indian Companies Act relating to 
prospectuses illustrates the point.”

We have sections 92 and 93 in the 
existing Act.  Section 92 of the exist
ing Act says:

“Every prospectus issued by or 
on behalf of a company or in re
lation to any intended  company 
shall be dated, and that date shall, 
unless the contrary be proved, be 
taken as thfe date  of publication 
of the prosp̂ us.”

Section 93 mentions the  specific 
requirements ‘  as to particulars  of 
rrospectus.  Elaborate  regulations 
have been prescribed there giving all 
ponible safeguards against fraud, mis

representation and also deception of 
the public.  But the  Bhabha  Com
mittee points out that although  we 
have got elaborate provisions,  they 
are all dead letters and they are not 
practised in operation.  If you turn to 
page 191 of that book you will find 
that the Bhabha Committee say«:

“There is no obligation on  the 
Registrar or any other authority, 
including the Capital Issue  Con
troller, to scrutinise it with  the 
result that the specific  require
ments of section 93 are often more 
honoured in the breach  than in 

t their observance.  It is true that 
it is open to the directors and the 
shareholders to go through a pros
pectus and if they find that it does 
not comply with the provisions of 
section 93 to invoke the aid of the 
law and to bring the promoters to 
book/*

But the point is that it is against 
human nature that the directors who 
are the  promoters will  take  action 
against themselves.  Because of  the 
state of public opinion in our country 
and because'of the fact that the  im- 
fortunate shareholders are not vigi
lant and alert and they are under  a 
serious handicap and hence they do 
not take any interest in the affairs of 
the company, therefore all these pro
visions have become dead letters.  A 
large number of cogent  arguments 
have been put forward by the eminent 
members of the  Bhabha Committee 
and they wind up by saying:

“We fully endorse these obser
vations and consider the absence 
of a competent and  independent 
financial press  is an important 
additional reason for the establish
ment of an appropriate  Central 
Authority to keep imder  review 
the developments in company for
mation and management that take 
place from time to time.”

The question is. what is to be done? 
It is absolutely clear that a  central 
organisation ably equipped and c«n- 
posed of very eminent persons  who 
can command confidence should  be



12587 Companies Bill  7 SEPTEMBER 1955 Companies Bill 12588

set up.  That is the question that this 
House has igot to answer.  In England 
they have got a Board of Trade.  You 
are conferring very wide powers  of 
investigation,  inspection  and  all
that.  In  England  all  that  is 
done  under  the  orders  of  the
Board  of  Trade.  The  Board  of 
Trade  considers  the  matter;  it  is 
absolutely  independent  and  free 
from political influence and political 
control and there is no charge  of 
corruption,  favouritism,  jobbery  or 
nepotism.  If you simply make it over 
to the Minister and the bureaucracy, 
can  you ever say that it will  be 
immune from all these influences and 
malpractices? .The Board of  Trade 
functions in England as a  Central 
Authority and they point out that. it 
is a very desirable thing.  Look  at
America.  In the United States of 
America, they have got that Security 
and Exchange Commission.  They are 
constituted under the Securities Ex
change Act and they really do  many 
things in connection with the adminis
tration of company law.

Sbri M. C. Shah: Do you mean to 
suggest  that  it is a  statutory 
authority? ’

Shri N. C. Chatterjee: I take it tha; 
the hon. Minister has read the Bhabha 
Committee’s  Report.  The  Bhabha 
Committee put before themselves two 
points of view. One is covered by hav
ing a central department dealing with 
joint.stock companies or by having a 
central statutory authority.

Shri M. 0. ShaJi: I am not referring 
to that.  You were referring to  the 
Board of Trade in England.  I wanted 
to know whether you suggest that that 
Board of Trade is a statutory authority 
independent of the Grovemment.

Shri N. C. C9uitter|ee:  I am only
suggesting that the  Bhabha  Com
mittee’s main recommendation should 
be implemented.  In para 257 at page 
198. the Bhabha Committee have said:

**We have considered both these
iypes of organisation and we are

definitely of the opinion that  a 
statutory authority  will create 
more confidence and possess more 
elasticity and initiative.”

The first thing is this.  We are tak
ing so many powers.  Look at  the 
gamut of powers; they are so extensive 
and so wide.  Naturally  you cannot 
formulate all the definiticms and take 
care to enact the restrictions and con
ditions.  You have got to leave  its 
administration to somebody. There are 
so many companies and so  many 
managing agents; and there are  so 
many restrictions you are putting in. 
Naturally there will be many appli
cations for sanction  and approval. 
Step by step, if you look at them, you 
will find that you have put in  any 
number of restrictions.  Rîtly  or 
wrongly, we have incorporated them. 
The question is, how is it going to be 
really  operated.  Who is going  to 
operate this Act?  Who is going to 
decide these things?  Is it possible for 
a  ̂Minister to do it?  Or for  any 
Deputy Minister or Minister of State, 
however capable he (is?  Therefore, 
you will have to give jit to somebody. 
Who is that somebody who has got to 
do it?

An Hon. Member: Shah.

Shri N. C. Chatterjee: No Shah can 
do it—either M. C. or C. C.

Shri M. C, Shah: M. C.

Shii N. C. Chatterjee: The only thing 
is, the major issues of economic policy 
relating to the private sector in India's 
economy must be decided by the Gov
ernment.

Shri M- C. Shah: C. C. cannot do it; 
M. C. can do it.

Shri N. C. Chatterjee:  We accept
that position.  The BhaUia Committee 
says:

“But, once these issues of econo
mic policy have been settled,.....
the application  of the accepted 
principles to individual cdmpanies. 
whether in respect  of. their for- 
mati<» or working should, in  our 
view, be the responsibility of  a 
quasi-independent authority which
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[Shri N. C. Chattetjee]

will examine the technical  pro
blems involved, in as detached a 
manner as possible and be guided 
solely in this regard by the general 
directions given to it in an Act or 
in a recorded executive decision of 
Grovemment as a whole.”

I submit that that is the  correct 
approach.  That is the only  thing 
which will make this Act an operative 
instrument, which will bring about the 
desired reform.  It is no use simply 
squashing the managing agency, say
ing that some of them have misbehav
ed, or are guilty of malpractices.  You 
must put your own house in  order. 
You must provide a machinery where
by this Act can be put into operation. 
In the Bhabha Committee, we had  a 
gentleman who was very critical of the 
managing agency, the directors  and 
the  malpractices,  whose  experience 
and knowledge  was almost imique. 
That Committee says:

“It is only in this way it  can 
maintain its independent charac
ter, avoid suspicion  of bias or 
partisanship in the  discharge of 
its functions.”

Otherwise, you can have any amend
ment of the company law, you can 
put in any number of restrictions, you 
can  put in any number of  quali
fications, you can tighten the loop
holes as much as possible; it will be 
all futile unless and imtU this cardinal 
principle is accepted. I douU whether 
the Bhabha Committee would have re
commended these drastic amendments, 
restrictions and  qualifications, pen
alties and the one hundred and  one 
things.  All of them have bera put in. 
They would have never recommended 
them unless Parliament would accept, 
or those responsiUe  for the refor
mation of the company administration 
accept,  this cardinal,  basic, pivotal 
recommendation.  What is the pivotal 
reoMnmendation?  The  car
dinal recommendation is an  indepen
dent statutory Commission, consisting 
of people  some standing and in
tegrity, who can inspire confidence, to 
whom  these  applications  can 
be  made.  We  have  de-

claiccl  today  that  the  manag
ing agency cannot be heritable.  No 
testamentary instrument can be made. 
At the same time, naturally, a manag
ing agent will not be immortal.  If he 
dies, it has to go to somebody!  The 
son may be good.  The next heir may 
be good or may be bad.  Who is  to 
decide it?  You have to give it to some 
independent authority who can bring 
his detached mind, his unbiassed mind 
to bear on the matter.  Therefore, it 
is a judicial approach which is neces
sary. He can go into all these facts. 
Therefore, this Committee has recom
mended: let us have a Commission, an 
independent statutory Commission and 
give them responsible functions.

What are the functions?  The Con̂- 
mission should carry on such functions 
as may be entrusted to it under the 
future Companies Act.  That is the re
commendation.  They are pointing out 
the  main functions of this  Com
mission :

“(a) the powers of inspection 
and investigation which we  have 
recommended on the lines  of 
sections 164 to 175 of the English 
Companies Act.”

We have got them; we have incor
porated them.  We have gone farther 
than the English Act. t am glad that 
Parliament has done it.  But, who Is 
going to enforce it?  Woul̂ you leave 
it to a Minister, to an Under S»ecretary 
or any other departmental  head or 
some kind of  Advisory Committeê 
which nobody knows how it will  be 
constituted.  who will advise  and 
how long he will advise?

Shri M. C. Shah: Unfortunately, you 
were not here when the whole thing 
was explained in reply to the general 
discussion.

Shri N. C. Chatterjee: I am not satis
fied with that explanation.  I am adt- 
ing this Parliament.  This kind of 
thing will lead to making this  Act 
a money-making machine for  some 
people.  This will lead to jobbery; this 
will lead to favouritism; this  will 
lead to blackmailing; this will lead tô 
undesirable practices, much more un-



12591 Companies Bill  7 SEPTEMBER 1955 Companies Bill 12592.

riesirable than what  prevails in the 
private sector.  Suppose there  are 
two rivals in a particular field.  When 
a managing director’s remuneration is 
increased,  you have got to  apply. 
Suppose there is a board of directors 
and it is being enlarged; you have got 
to have approval.  Even if you pay an 
additional allowance of Rs. 100 you 
have to come to the Government. You 
have enlarged the scope of executive 
discretion  in  this  respect.  It  is 
absolutely clear that that cannot  be 
left to one man; that cannot be left to 
the  tender mercy of  bureaucracy. 
Therefore, the Bhabha Committee says 
that this inspection and investigation 
must be the main function of the Com
mission.  I "think there is an amend
ment tabled by somebody which sayŝ 
don’t exercise this power of investi
gation unless and until a commission 
goes into the matter. In England, only 
the Board of Trade has got this DOwer. 
Under the relevant section  of  the 
English Act, only the Board of Trade 
can appoint one or more  competent 
Inspectors to investigate  the affairs, 
and they go into the matter and then 
they decide.  There is the control of 
the Board of Trade over liquidation 
in England.  The Board of Trade hat. 
supervision over the winding up pro 
ceedings.  This is a very extensive, 
extraordinary,  uncanalised  power. 
You can ruin a company by ordering 
investigation.  Its commercial credit 
is gone.  You can finish a big com
mercial house if you appoint an in 
vestigator to investigate into the aftur’s 
of that company.  Can you give it to 
somebody?  I submit that that should 
be the main function of the  Com 
mission.  Do not arrogate this power. 
Do not give it to a Minister or his 

understudy  or  any  departmental 
head.

Then: -

“(b) 'the  powers and  duties 
arising from the accounts  pro
visions of the Indian Companies 
Act, including in particular such 
matters as the appointment  of 
auditors,......etc.

(c)  the supervision of winding 
wp proceedings,

This should be given, according 
the Bhabha Committee, to this Corr 
mission:

“(d) the study of balance sheets 
and profit and loss accounts of 
companies with a view to deter
mining to what extent they con
form to the requirements of  the 
Indian Companies Act in this be
half;”.  '

They have themselves recorded w 
finding that most of these  salutary 
provisions  have  not at aU  been 
effective because there was no  real 
machinery.  If you have got a  real* 
machinery, that would do it. Put up a 
real machinery and ask them to study 
the  balance sheets  and find  out 
whether this Act will be implement̂ 
ed or not. .

Then—and '  this is  very  im> 
portant:

“(2) The  Ĉommission should 
also keep the investment mariEets 
in the private sector of the econo
my  imder  continuous  obser 
vation....”

If  you  will  kindly  look at mr 
r.mendments, 1116, 1118, 1122  and 
1123, I start by saying in amendment 
No. 1116:

“For the purposes of this Act, 
the  Central Government  sLaP. 
establish  a Central  Authority  ̂
called  The  Corporate  Invest
ment and Administration  Com
mission’ which  shall  consist  of 
not less than five wh<de-time me:u- 
bers appointed by the  Central 
(Government and one of them shall 
be nominated by the Central GoV' 
ermnent to be the Chairman there, 
of.”

This namif  taken from the
dhabha Committee’s recommei*tiailon 
Hself.  The Bhabha Committee  says 
that such an authority should be  dct 
up.  1 am simply giving the power to> 
the Grovemment to appoint it.  Make 
it a term appointment.  They shoii]d 
have these functions.  Then, please 
look at amendment No* 1118:

''Conditions of service of mem
bers of the Commission etc.*'
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I have said that they must  havc 
adequate  staff,  that  each  Member 
.shall be for a  period of five years 
and that  he shall  be  eligible  for 
re-nppointment for a second peii(*i of 
.5 years. Give them security of tenure; 
give them a position equivalent to mat 
of a High Court Judge or Supreine 
Court Judge so that ’they will rot be 
vEnienable to executive influence or 
political control or some kind of un
desirable influence.

Then, look at amendment No. 1122. 
It is about aî K̂tment of officers and 
other emplotreM mod sittings of the 
'Commission.  Thare ôuld be no ob
jection to that. They have got to get 
a proper staff.  Tlien, 1123.  I draw 
your attention to that, and I draw the 
attention of the hon. Members.  tt 
treads:

“(1) iThe Central  Government 

shall refer to the commission lor 
enquiry and report all matters for 
which the approval,  consent  or 
sanction of the Central Government 
.is required to be taken under this 
Act.”

That is the basic, cardinal recom
mendation of the Bhabha Committee. 
They say: we are going to confer, we 
are going to recommend the confer- 
tment of such wide powers, imcanalis- 
ed powers, extraordinary powers on 
the Government on one condition that 
you shall have an independent com
mission, a statutory  commission  to 
whom tiiese matters shall be referred. 
Do not make your <»ns»t, the con
sent of one man or one officer, the con
sent which the Parliament should sanc
tion.

Then, secondly, I have pointed out;

*  “The Central Government may 
refer to the Commission any other 
matter arising out of the adminis
tration and working of this Act for 
enquiry and report”

Then, if you kindly lo<̂ at sub
clause (3) of the amendment, I have 
itaken up practically the main recom

mendations of the Bhabha Committee:

“(3) It shall be the duty of the
Commission—

(a) to determine in wiiich case the 
powers of inspection and In
vestigation should be exercis
ed under sections 234 to 250 
of the Act.**

That is also the English Act.  That 
is their clear recommendation:

“(b) to supervise the winding up 
proceedings of companies**.

They say sometimes liquidators do 
not do their duty.  You kfiow, Sir, dis 
a lawyer, how liquidation proceedings 
are not properly conducted, and there
fore there should be scane independent 
commission to supervise that:

“(c) to study the balance sheets and 
profit and  loss  accounts  of 
companies with a view to de
termining to ̂ hat extent they 
conform to ihe requirements 
of the Indian Companies Adt, 
keep under  observation  the 
investment markets in the pri
vate sector, imdertake a sys
tematic study of prospectuses, 
of the terms and conditions of 
new issues  of  ciq̂tal,  and 
make reports thereon to thft 
Central Government.**

'Diese are very vital matters.  It is 
no use simply setting up a commission 
but give them these specific functions. 
Make it a statutory obligation.  They 
should report to the Government, aid 
they should report also to Parliament.

Then, amendment No. 1125—Powers 
of the Commission.  I have conferred 
upon them very wide powers, and Gov
ernment is giving almost the  same 
powers, imder clause 411 to the advi
sory commission.

Then look at 1126, thaf is penalties, 
and lastly 1127 that is the inummity 
section.  At page 198 of thdr r̂ rt, 
the Bhabha Committee point out that 
matters r̂ating to the stodc exchanges
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in England are dealt with in the Board 
of Trade.  Then they say:

“One  important  task  of  the 
Commission should be in course ol 
time, to build up a cadre of train
ed technical  and  administrative 
staff competent  to  analyse  and 
study prospectuses,  company ac
counts—and problems  ol  invest
ment. finance.  It should also be 
the duty of the Commission to pro
vide the technical personnel need
ed for the regional offices and ar
range for the post-entry  trainlDC 
of all such technical and adminis
trative staff.”

1 am respectfully submitting  that 
Government owes it  to  Parliament, 
owes it to the country to deariy state 
why they are accepting all the recom
mendations except this.  There m a 
thousand recommendations.  You are 
accepting all of them.  Why don’t you 
accept  this  basic  recommendation? 
Why don’t you acceDt the cardinal re
commendation?  They say that all 
their recommendations are based  on 
this basic recommendation that these 
shall be an independent commission, 
a statutory commission, so that there 
will be immunity from  malpractices, 
immunity from dishonesty in the pri
vate sector and also immunity from 
possible dUiftKmesty in the administra
tion of the Act, from graft, from cor
ruption, from favouritism, from ioh- 
bery.  Why do you accept all the r̂ 
commendations but do not accept this 
basic recommendation?  They  have 
been continually pressing that it will 
be nbsolutely. futile to have a big com
pany law or a big company code and 
to have all' tids attempt to plug the 
loô oles, to make the private sector 
shorn of all its abuses unless and until 
you accept this recommendation that 
there should be a statutory commis
sion.  Nobody is going to take «way 
the powers of the Government to de
termine economic policy.  They them
selves say that and we admit it. There 
is no question of trespassing on that 
power. You have got tiiis kind of wide 
array of powers.  The  periphery of 
powers has been extended, you know, 
Sir, very widely.  You have got even

in  section 
remember 
and  how 
to  go  to

409  today.  You may 
what are  the  powers 
many  times  we  have 
Government  for  all
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these things.  Clause 258 is regarding 
increase in the nimiber of directors. 
If you increase your directorate  from 
six to seven, you have got to go  to 
Government for sanction.  Then  267 
and 268. Any amendment of provision 
relating to managing directors must 
require Government  approval.  Ap
pointment of a director after the com
mencement of the Act will require 
Government approval.  Then 309, 310- 
Increase in remuneration must require 
Government’s  sanction  and  so  on. 
Therefore, what I am  submitting  is 
this, that there must be some cogoit 
explanation.  What is the difficulty in 
accepting this recommendation which 
IS obviously for the purpose of really 
working the Act in a satirfactory man
ner, ensuring an  independwit  judg
ment to be brought upon it consistent 
with the main formulation of govern
mental poUcr-there is no doubt about 
It  and thereby to secure all the ad
vantages and eliminate  all  possible 
chances of abuse and other things?

One thing I ought to point out. To
day some amendment is suggested or 
moved by Shii Shah with regard  to 
clause 407.  I think it  is  No.  1133. 
Would it be rea% necessary to main- 
tam the first clawse?  Cannot the Gov
ernment take the power in caae ol any 
possible oppression or mismanagemeot, 
if  a  mmority  comes up before the 
Government?  I am supporting the 
proviso, but what I am saying is that 
the proviso should be really made the 
operative part ol the section.  Under 
clause 407, Government can appoint 
two directors whenever it is necessary 
to make such appointment in order to 
prevent the affairs of the company be
inĝ conducted in a manner whidi is 
oppressive or  which  is  prejudicial. 
Obviously that will be done at the in
stance of the minority,  one-tenth  of 
the total voting power.  U you  are 
giving this  power  to  Government, 
whoever a minority comes to them. 
Government wiU «iquire:  ”We  have 
given the right, yve have provided tor
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optional, proportional representation. 
Have you got proportional r̂resenta- 
tion?” The answer i? “No”.  Then 
the Government can order for propor
tional  representation,  and say: 
“Amend  your  articles,  and  have 
it  within  three  months", that is, 
really compel them to adopt propor
tional representation.  When you are 
taking that power, do you really want 
’  the other power, tJiat is  appointing 
directors yourself’

Shri m C. Shah:  As long as those
articles are not  amended  and  the 
directors are not appointed.

Shri N. C. Oiatterlee:  If you look 
at an'endment No. 1133 I do not think 
that .is the meaning of the  amend
ment.

It simply says:

“Provided that in lieu of pas
sing an order as  aforesaid,  the 
Central Government may. if  the 
company has not availed itâ of
the option given to it under sec

tion 264...”,

—̂that option is the option of pro
portional representation—

•  “...direct the compaDy Xo amend 
its articles in the manner provid
ed in that section and make fresh 
appointments of directors in pur> 
suance of the articles as so amend
ed, within sudi time as  may be 
specified in that behalf  by  the 
Central Govemmcnf*

That is, if any  representattion  is 
made by a minority that they are not 
being fairly treated or they are being 
oppressed. Government wiU ask: *̂Have 
you got proportional representation̂* 
The answer  is  *W*.  Government 
orders: “We give you three months’ 
time within which you must have pro
portional  representation  and  then 
elect your two directors.”  If  that 
power is given, I would ask the hon. 
the Finance Minister to consider whe> 
ther there is any necessity for taking 
the other pdwer of  nominating  the 
directors themselves.  It is a  very, 
very...

The Minister of Finanee (Shri C. D. 
Deshmukh):  The very sin4>le answer
is, there are two conditions there, the 
safeguarding of the interests of  the 
minorities and the carrying on of the 
business of the company so as to safe
guard the public interest.  Now, so 
far as the representation of minorities 
is concerned, the system of  projxyr- 
tional representation may  serve  the 
purpose.  But where that is not the 
main end, but the main end is to se
cure public interest, it may be that 
the appointment of government direc
tors may be a more direct way of deal
ing with the situation  than  asking 
them to elect representatives on  the 
basis of proportional representation.

Shri N. C. Chatterjee:  That is not
the clause.  If you look at the clause 
it is “in order to prev«it the affairs 
of the company being conducted eitho* 
in a manner Ĥ̂iich is (q;>pire8sive t» 
any members of the company** (that 
is the minorities* representation) “or 
in a manner vMch is prejudicial  to 
the interests of  the  company**—not 
public interest.

Shri Jhwijhimwala: Company means
public.

Shri C. D. Deshmnkh: What I meant 
was you might say the shareholders 
generally, not minority interests.

Shri N. C. Chatteijer.  May I take 
it that even when there is proportional 
representotion. Government may  be 
faced with.........

Shri C. D. Deshankh:  It is conceiv- 
l̂e that the affairs of the ccMnpany 
may not be well looked after irreqpec* 
tive of majority or minority.

Shri N. C. C9iatter|ee:  That is, even 
when the minority has  got  propor̂ 
tional representation, even then there 
may be cases....

Shri C. D. Dfirimukh; That is rî . 

Shri N. C. CSnitefJee:  And (3oveni- 
ment will have to  nominate  sharo- 
holders only as directors?

Shri C. D. Dedmmkk That is right. 

PwrfH Tlttkar D«s nhxtgrn. (Guiw 
gaon):  The present  amendment  of
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Government is that in lieu o£ exercise 
of this power of appointing two dlfoe*
tors...

Sbri N. C. Chatterjee:  I thought it
was a substitute.

Pandit Thaknr Das Bbargava:  Ac
cording to the present amendment of 
Government, both the powers cannot 
be exercised together simultaneously.

$hri C. D. Deshmukli: That is rît.

Shri N. C. Chatterjee:  “In lieu ot
passing an order.. .”

Mr. Chairman: "Until new directors 
are appointed in pursuance  of  the
order.......”

Shri C. C. Shah:  Even though the
option about proportional represoita* 
tion may have been already exercised 
by the company, when an application 
as made under clause 407, it does not 
take away the power of Government 
to appoint two directors—̂though Grov- 
ernment will not exercise both the 
powers simultaneously.

Shri M. C. Shah:  That is right

Shri Kamath (Hoshangabad): M. C.
after C.C.!

Shri N. C. Chatterjee:  The Govern
ment amendment reads:

"In case the Central Grovemment
passes an order under the proviso 
to sub-section (1), it may, if ix 
thinks fit, direct that until new 
-directors are appointed in pursu
ance of the order  aforesaid, not 
more than two members of the 
company specified by the Central 
Government shall hold office as 
-additional directors of  the com
pany**.

Mr. Chairman:  That is for the in̂
terim period.

Shri N. C. Oiatterjee:  I think it is 
most undesirable.  You have got the 
power to fix the time-limit, and you , 
fix tte time-limit.  Is it necessary that 
during the interregnum of  two  or 
three months you should impose two 
more directors?  We are trying

vitalise the shareholders, we want to 
have a vigilant democracy.  It wlU not 
therefore be fair or proper to do this.

One thing more.  This matter was 
discussed, and I woula ask the Finjince 
Minister to give some  assurance  to 
the House and the country as to what 
would be the real 9et-ui>. There musi 
be a proper staff. Whether you call it 
a statutory Commission, or  advisory 
Commission, or independent Commis
sion, or the  truncated  Commissien 
which they are thinking of, there must 
De proper staflt.  And you must nave 
all the financial institutions interested 
or relevant in this matter under one 
administration.  Otherwise there will 
be difficulty.  So far as I imderstand, 
banking and insurance are now being 
kept separate out of  this  C<Mnpany 
Law administration.  But  the  other 
day a point was made by Shri As<̂ 
Mehta that there are great abuses be
cause of  possible  interlocking,  the 
directors running one company  and 
also guiding the affairs of a banking 
or an insurance company, which is un
desirable.  Cannot something be done 
to ensure that all these  things  be 
brought under the same Departm̂t, 
so that that Department functioning as 
an auxiliary to  the  Company  Law 
administration, can bring up all these 
cases and all these malpractices can 
be properly looked into and weeded 
out?  I thinks it will not̂be rî t  to 
keep banking and insurance separate 
fi*om Company Law and thereby give 
a chance for all these kinds of  un
desirable practices to continue.

Shri Bamachaadra Beddi (NeUore): 
Within the four hours* time allott̂ 
for this group of clauses  I  thought 
there would be very little time left 
to others between C.C., M.C. and N.C.

Shri M. S. Gorupadaswamy (Mysore): 
M.C., N.C. and C.C.‘

Mr. Chalniuu: U  ably  Meoibm
speak on their own amendments and 
not r̂ at what others have already
said, I think the time will be quite 
sufficient.
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Shri Bamaduuidia BcddI:  Wbflt
we were discussing the general daua- 
cs the otto day I pointed  out  thai 
clause 409 was not specific and  that 
the Government would have been well 
advised if they had made  proviaiOD 
for the constitution of the  Commia- 
sion in greater detail.  The hon.  the 
Finance Minister asked me then and 
there whether I had any proposal to 
make.  I promised to make tiie pro
posal when the clause by dause dis
cussion was taken up.  And  here  I 
have got my amendment No. 383 for 
clause 409 suggesting  the  following 
constitution:

(i) One retired High Court Judge 
or Supreme Court Judge with
special knowledge of  Com
pany Law who will be Chair
man of the Commission.

(ii) One selected by  the Grovem- 
ment from a panel  of  five 
names suggested by the Fede
ration of Indian Chambers of 
Commerce and Industry.

(iii) One industrial economist not 
in government service.

(iv) One  representing  share
holders. *

(v) One representing labour.

This amendment does not encroach 
upon the powers of th« QovenuMOft to 
nominate sever̂ people on this Comr 
mission.  ThiS Commission is going to 
be given enormous powers,  and at 

sudi the several sectors of  induatzy 
would like to have the necessary re
presentation on  a  Commission  like 
this.  As it is, the Commission is com
pletely nominated by the Gevemmeot, 
and as to who the members will be It 
not easily known and as to the aectort 
from which they will be chosen is not 
quite clear.

1 have taken care to see that all the 
sectors  of  industrial  development, 
oamely capitalists, econovniatt. share
holders and IjBbour are repreieDted qd 
this Commission.  I am not ageinft 
any statutory Commission as suggest- 
cd by Shri N. C. Chatterjee, but lor

the time being I should be
with a Commission nominated by the 
Government in the way suggested by 
me.

In the present circumstances delaye 
should be avoided in coming to con
clusions by a Commission like  that 
And it is possible that  a  statutoiy 
Commission may take a longer time 
to dispose of things than a Commis
sion like the one suggested in my am> 
endment. As a matter of fact, in busi
ness time is money, and if the usual 
delays are caused there will  be  so 
much inconvenience in all sectors and 
also in the development of industry.

In the matter of procedural delays 
there may not be the same amount of 
delay in a C(»nmission as niggaaled 
by me as there would be in a status 
tory Commission. The disposal might 

be more direct and more speedy, and 
therefore a Commission as  described 
in my amendment might be quite suffl- 
cient for the time being.

As a matter of fact, when 
changes in  the  Company Law are 
made, it is possible that matters have 
to be shaped very carefully and deci* 
sions given very carefully and  also 
speedily.  In that view I have giw 
notice of this amendment and I com
mend it to the Government.

1 P.M.

Shri K. P. Tripathi:  (Darrang):  I
have given two  amendments ifn  my 
name.  The  first  Ls  amendment 
No. 439  seeking to introduce a new 
clause 407A. The other is amendment 
No. 546 seeking to introduce a new 
clause  408A.  My first amendment 
seeks to provide that Government be 
given the power to nominate repre
sentatives of trade unions as directors. 
My second amendment seeks to give 
power to appropriate Government tc 
prevent change in emjrtoyment condi- 
Uons  of  workers  when  company
• changes hands. From the point of view 
of the working classes, I consider that 
these  two  amendments  are of the 
utmost Importance.
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With regard to the participation of 
workers in management,  there  has 
a  great deal of discussion in this 
House before. This participation has 
been suggested in three ways.  The 
first was the workers becoming share
holders and electing directors out of 
themselves.  The second was the di
rectors  being  elected.  And  the 
third one is what I have placed before 
this House.  I consider my amend
ment in this regard to be the  most 
modest of these three ideas.

Shri K. K. Basa  (Diamond  Har
bour) :  Government  have no love
for modesty.

Shri K.  Tripathi: I agree.  But 
they may have love for justice.

Shri K. K. Basu: That is an illusion.

Shri K. P. Tripathi:  Now, the first 
suggestion was the election of direc
tors by the shareholders to be consti
tuted of the workers themselves.  I 
could not accept thte suggestion, be
cause I felt that in the present condi
tions of trade union  movement in
India, where a large number of work
ers in evê imit are not yet members 
of the unions, it is possible that mak
ing the  workers  shareholders  and 
giving them the right to elect would 
make them lilbble to intrigues by the 
management itself, with  the  result 
that the unions would split thereby; 
and Instead of this being a right, it 
might become a liability.  It is  not 
that I am opposed to workers  being 
shareholders, but in the present state 
of things, I feel that the Indian trade 
unions are not in a position to with
stand this danger.  This would be 
a benefit, but this can also be a dan
ger.  So, I could not support that idea.

The same difficulty is  there  with 
regard to election of ditt-ectors cs well. 
If it is possible for the  management 
to interfere directly or indirectly in 
the election of shareholders composed 
of the workers, the same thing wouki 
be true even when  ̂ workers* direc
tors are elected in the mazmer  sug- 
gefted.  The en̂loyers would be In 
a position to affect the elections, and 
It would be to their interest also to

affect the elections.  Therefore, here 
also, there is a great danger.  That 
is why I have resorted to the third 
method.

!n this method, I have  kept  the 
matter outside the  purview of  the 
employers.  I have merely said  that 
if in any industry,  50 per cent  or 
more of the workers are organised in 
a trade  union,  then  the  workers 
should be entitled to have directors.- 
The workers should suggest the names, 
and it should then be open to Gov
ernment to nominate two  directors 
from out of them.  In this method, 
the power lies with Government. In 
every company, the workers do  not 
automatically become entitled to elect 
directors.  Only if 50 per  cent or 
more of the  workers are  properly 
unionised, are they entitled to  have 
directors? Even then, it is the Govern
ment that will have to appoint  the 
directors.  If Government find  that 
fifty per cent or more of the workers 
are unionised, and they have properly 
elected the persons, then Government 
nominates the persons.  In this case,, 
the danger of  interference  by  the 
management would not be there.

Shri N. Sreekaiitan  Nair  (Quilon 
cum Mavelikkara):  What about the-
danger of CJovemment interference?

Shri K. P. Tripathi: The names wi» 
not be  suggested  by  Government. 
The names will be suggested by the* 
workers, only the nomination will be* 
by Government.

Shri IL K, Basu:  There should not
be pre-Ministerial appoinments.

SIffi K. P. Tripathi: I agree.  But 
then here the right of the  unions is 
safeguarded, because it is the  union 
which selects the nominees.  Furflier,. 
it is  safeguarded from  interfterence 
by the management because it is the 
Government that nominate the direc
tors, and there is no election  taking 
jAace isti  which the  company  may 
interfere.

Therefore, I think iha), within 16e- 
present  bounds of  possibility,  thê 
amendment which I have suggested tee
the one whK* is the best possihOe.
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If Government would see their way to 
accept it, I think it would be a nice 
thing.  But Government have  taken 
the position that such an idea is now 
before the Planning Commission, and 
therefore they are not in a  position 
to take any steps right now.  But  I 
humbly submit that we  have to  go 
ahead. We cannot be waiting for what 
.may or may net be  decided by  the 
Planning Commission.  It is for Gov
ernment to make  up  their  minds.
Jf  Government  really  mean  that 
workers are shareholders in industry, 
.then they should take this first step 
and put this into action.  And where 
-are we to begin it?  It is in this Bill 
that it can be begun first.  And it 
would be a right step if Government 
begin it here and now.

Government have also stated that 
they will come forward with further 
amending Bills if necessary. I would 
like to say that if Government accept 
this right, right now, then it will be
come  a part of  the  Act.  Later on. 
if Grovernment  consider  that  some 
changê might be necessary, then  it 
would be possible for them to bring 
.small amendments.

Now, why  are we so  much bent 
upon saying that the workers should 
iiave participation in management?  I 
personally  think that  the type of 
participation of workers in  manage
ment, which obtains In Yugoslavia, it 
-the right one.  It is not exactly parti
cipation. but it is direct management 
t>y the workers themselves.  I think 
that is the healthiest way in which 
workers can become owners or mana
gers of industries.  But what I have 
.suggested in my amendment is only a 
shorter step. It is merely participation 
in management with only two direc
tors out of many; these two directors 
-will not be able to control policy, but 
they will merely be able to represent 
-their  points of  vitew.  A  question 
might be asked, why  bother  about 
this.  But thfe reason is obvious.

In India, it wilf be  realised,  the 
“̂ge structure is different from what

obtains in other countries of the world.
In India, we have not yet gone out 
of the mitaimum wage structure, and 
a part  of the  profits are  annually 
adjusted towards  bonus.  Now, this 
bonus is regarded as deferred wages.
It is a part of the wages that might 
have "been paid as wages earlier, but 
which were not paid  because  the 
industry did not feel that it could nay 
Jt earlier, but it felt that if it paid 
then the cost structure might become 
too heavy.  At the end of the year 
only, the industry pays out of profits 
what it should have  actually  paid 
out of the cost structure.  Therefore, 
instead of the theory tha# workers are 
shareholders in industry  in  actual 
practice, in India, as a result of the 
prevalent system of wage  pajnnent, 
the system has grown that workers 
are beitag regarded by the tribunals 
as shareholders in the profits by way 
of bonus.  Whenever the question of 
bonus arises, a great deal of comment 
is made with regard to the  balance- 
sheets. A tribunal for the sugar indus
try was forced to comment that  the 
accoimts were not  kept  in  proper 
order.  It was unfortunately discover
ed that the accounts were not proper
ly maintained.

With regard to buying and selling 
commissions and agencies also, it has 
been found that often things are pur
chased and shown as purchased at a 
higher  price than what is  actually 
prevalent in the retail market.

Therefore, from all these points of 
view, it is  very  necessary  that  if 
workers’ interest is to be safegucrd- 
ed, they have to be represested in the 
management, so that they may know 
from Ume to time how the affairs of 
the company  are  being  managed. 
Then only they will be in a position 
to' prevent—̂not merely  check,  but 
also prevent—abuses  which  reduce 
their total annual earnings, which are 
the result of bonus. It seems it has been 
the policy of Grovemment themselves 
to say that bonus is a deferred wage. 
Sin<ie Government  themselves  have 
set up tribunals in order that bonus 
may be given, since it is Government’s
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policy that accounts should be  kept 
properly  and  checked,  I think it is 
very necessary that  Government’s po
licy should lead to the conclusion that 
workers may be participants in ma
nagement so that they may safeguard 
their interest.  I  therefore  humbly 
submit that the House and the Gov
ernment should consider and accept 
such amendment.

With regard to amendment No. 540. 
it says that the appropriate Govern
ment should have power to  prevent 
change in employment condjtinpg  of 
workers when  a  company  dumsM 
hands.  It has been discovered*In thm 
last few years, particularly after in
dependence, tljat a large number of 
companies have been changing hands. 
As soon as a company changes hands, 
the new employer comes and says, *1 
do not know these employees. I do not 
know these workers, because the con
tract for employment was between the 
old workers and the  old  employer’. 
Therefore, when the new management 
comes, there is no more contract and 
every employee must re-contract him
self so far as employment is concern
ed.  In this process, 8 large number 
of people are retrenched, the existing 
conditions of service are changed and 
there has been a great deal of unrest 
in the industrial world with regard to 
this-  As a matter of fact,  on  this 
question  the  INTUC  subrhitted  a 
memorandum to the Joint Committee, 
but unfortunately, this i>oint has not 
been included in any provision of this 
Bill.  It is very necessaiy that when 
companies change ĥ ds, the working 
conditions and wages  of  employees 
should continue.  The company should 
change hands as a running concenu 
and if it changes as  running  what 
is the concern? The concern, of course 
is the worker.  Workers are included 
in the concenx  It is not the policy* 
«o far as I understand,  of  Govern
ment to create any industrial unrest, 
to create any unemployment. It is for 
ttiis reason that  Government  have 
had the Industrial Disputes (Amend
ment) Bill passed, which has provid
ed  for  lay-off compensation to  re
trenched workCTs,  Hierefbre, Govern

ment policy in the last few yean has 
been to provide  continued  employ
ment and suitable conditicms of em- 
plojrment to workers. I beg to submit 
that when a company changes hanrfy 
the new entrant, the purchaser, steps 
into the shoes of the seller. Therefore, 
all the liabilities which the seller had 
should be  shouldered  by  the  pur
chaser; otherwise, this unrest and this 
uncertainty will persist over a large 
section of our industrial world.  In 
particular, foreign concerns are cel
ling out in many uneconomic sectors, 
and Indians are coming in there. This 
uncertainty has to  be  set  at  rest 
Therefore, I have suggested  in  my 
amendment that when there is a sub
stantial change in employment condi
tions by reason of the changeover--I 
have not said that if cwie ot two per
sons are discharged, this clause should 
apply—Government should have  the 
power to prevent it.  My amendment 
says:

“Where a complaint is made to 
the appropriate  Government  by 
any organisation of workers or a 
trade union that a company, or a 
business or industrial unit of the 
same, has been sold or is about to 
be sold or transferred  involving 
wholesale or substantial change in 
employment conditions  including 
discharge or retrenchment of work
ers...”

So I have not made out a case  for 
retaining every individual worker, but 
only that when a person purchases a 
concern, he should also take over the 
Uabilities.

Shri C. D. Deshmukh:  May I ask
If this is excluded from the purview 
of the Industrial Disputes Act or any
thing like that?

Shri K. P. Tripathi:  Yes, it is ex
cluded from the purview of the Indus
trial Disputes Act, because  the  Act 
refers to relation between the emplo
yer and the worker. When a new per- 
scm comes in, there is no relation bet
ween the employer and the worker, 
because it is governed by a contract.
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Mr. CliaitttiaA:  Wiien he steps into 
shoes of his pr̂ecessor as regards 

rights etc., is he not also responsible 
lor this?:

Sfeii K. P. Tripathi:  So far as own
ership is concerned, he steps into the 
shoes of his predecessor.  But so far 
as  liability arising out of the  con
tractual relationship between workers 
and the employer is concerned, it is 
said that no such liability arises.

Shri  Tulsidas (Mehsana West): How 
can it be?  The company is the same.

Î ri G. D. Somani (Nagaur-PaU):
The company continues.  How can it 
be avoided?  This question does not 
Krise.

Sliri K. P. Tripathi:  My friend says 
the question does not arise.  As  a 
matter of fact, this question has arisen 
as a result___

Shri BL  SL Basn: In a large number 
of undertakings, there is no definite 
contractual liability between the ai>- 
pointing authority and the employees. 
It is more or less just a letter issuea 
or something like that.  It is not a 
regular contract.  When the next man 
steps into the shoes of the employer, 
he knows that there is  no  regular 
contract. If there is a definite contract, 
the new man who steps into the shoes 
of the employer is certainly boimd by 
that contract.  '

Shri Tulsidas: Exactly.

Shri K. K. Basa:  But,  usually  in 
most of the imdertakings, there is no 
such contract

Shri  Tulsidas: The person who buys 
the shares of that company automati
cally steps into the shoes of the seller 
for all these purposes.

Shri K. K. Basu:  That is true, bux 
in most of the cases there is no defi
nite contract, so far as the employeei 
are concerned, except that  the  ap- 
pointmg authority may be going by 
the rules or laws.  Therefore, when a 
new man COTies, he says, ‘I do not 
know Whal̂ was the undertaking my 
pred«essor KSd given.  You  must 
accept my terms’.  That is the diffi
culty.

Shri K. P. TripathL*  I am speaking
from experience.  This question hai 
arisen as a result of the sale  of  » 
large number of tea gardens.  Whi® 
we approached the Government or the 
tribunals, they said they had no jurî 
diction  in  the  matter.  Therefore, 
there is a great lacuna; legally, there 
is no protection for workers when such 
changes occur.  I do not know  how 
Shri Tulsidas or  Shri G. D. Somani 
says that this case is protected and, 
therefore, the question does not arise. 
So far as I understand, when a com
pany changes hands, the purchaser be
comes entitled to all the rights under 
the company.  So far as relations bet 
ween the workers and the old em
ployer are concerned, that  liability 
is not shouldered, and if the  em
ployer  does  not  want to shoulder 
that liability, there is  no  law  by 
which he c£in be made to shoulder it.

Shri C. C. Shah:  There is a little
confusion of thought.  Transfer of one 
company from one person to another 
takes place in two ways. One is where 
the purchaser takes over the shares; 
tĥ the company continues as a legal 
entity and all the obligations of the 
company devolve on the new owner. 
But where the new  purchaser  pur
chases only the assets of the company 
without its liabilities, during windpg 
up, for example, if the liquidator sells 
only the assets of the company, machî 
nery and so on......

Shri Tulsidas:  That is a different
thing.

Shri C, C. Shah:___In such a case» a
question like the one the hon. Member 
has referred to will arise.

Shri G. D. Somani:  JKixactly.

Shri K. P. Tripathi:  I am also say
ing ‘assets of the company'.  These 
assets can be purchased not merelj 
in the process of liquidation but als6 
in the market. Now, tea gardens have 
been sold by auction in Calcutta 
cause it has been found that by aucs 
ticHi the price fetched is many timei 
more than by negotiation.  It is tor 
this reason that In this case also ther# 
is ho protection. If a liersmi goes an
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purchasing shares bit by  bit  what 
happens?  First, he becomes a direc
tor of the company lalong with the 
existing directors, then he  has  two 
directors, then three, then four; m this 
way, he comes into contact with the 
workers before the company is sold 
out.  Therefore, the relationship is al
ready established.  What is happening 
today is sell-outs.  When they occur 
on auction or in the open market, in 
that case the new purchaser suddenly 
comes rn the scone and he says that 
there is no pending contract between 
himself and the old workers.  So far 
as I jrnow. under the e.visting laws 
there is no protection.  Therefore, I 
have suggested in  this  amendment 
that the Gĉ êmment should have the 
power in such cases, where wholesale 
or substantial change in employment 
conditions including discharge and re
trenchment of workers occurs, to step 
in and say that  the  old  conditions 
should be maintained.

Shri C. D. Deshmukh: )lou say that
transfer of assets  should  not  take 
place?

Siiri K. P. Tripathi  Not at all. The 
transfer of assets takes place and tiie 
purchaser has come into ownership. 
But what about the condition of the 
workers?  Take, for  instance,  the 
case of a man purchasing tea gardens. 
He says the old employees should go 
and he will bring his own employees. 
The old employees have no remedy. 
I do not think the workers are re
garded as assets.  Only property is 
considered as assets.  The  workers 
are regarded as liabilities.  If  my 
friends had considered the  workers 
as assets the whole history of India 
would have changed,

Shri K, K. Basu:  And  then  you
would not be here to argue their c£ise.

Shri  P. Tripathi:  I therefore ask 
the Finance Minister to consider ibis 
question.  Supposing a tea garden is 
sold and the new owner says that he 
will brijig in his own employees and 
5t)00 workers are retrenched.  It is not 
done generally with regard to ordinary 
workers.  But, it is done with regard 
to salaried workers.  The nimiber of

the salaried class is less  and  they 
want to bring in their own fnendfi and 
relations.  I say that wherever a sub
stantial change occurs the Government 
should Have power fo step in and pre
vent it.

Shri C. D. Deslmnikh:  You mean
higher salaried employees?

îiri E.  Trinaihi;  No.

Shri C. D. Desfamnkb:  Those who
are classed workers under the Indus
trial Disputes Act?

Shri K. P. Tripathi:  Exactly.

Shri C. D. Dedunukh: It is usual to 
bring in as workers people drawing 
less than—I do not think any change 
has been made—̂ may be Rs. 300  a 
month.  Do they bring their relatives 
to these jobs?

Shri K. P. TripatM:  Relatives  or
people in whom they are interested. 
There was a case in which all  the 
clerical employees were discharged.

Shri Puimoose (AÛ pey):  Manual 
workers are also discharged,

Shri K. P. Tripathi:  In tea gardens
this has not been done.  But, in the 
town areas this may happen.  K may 
be to the interests of the new owners 
to discharge the old workers and to 
bring in new workers.

Siiri Piinnoose:  In  Travancore-
Cochin State actually this happened.

Shri K. P. Tripathi:  I am not talk
ing about the management, the mana
ger or the Assistant Manager because 
they are confidential services. Tbey 
have to be in close confidence with 
the management.  The new manage
ment has every right to change them. 
But, I am talking about workers who 
are within the purview of the Indiis- 
trial Disputes Act and who find no 
remedy in these circumstances.  For 
them it is very necessary that such 
a provision should be there.

You will see that in sub-clause (2)
I have provided that the appropriate 
Government shall have power to make 
ainy interim order pending any en« 
quiiy.  Îpposing you make an appli
cation to Government and it  takes



12613 Companies Bill  7 SEPTEMBER 1955 Companies Bill 12614

[Shri K. P. Tripathi] 

time; then an interim injimction should 
be possible to be Issued.

The third sub-clause I have provid
ed is that the aforesaid provlsloii 
without prejudice to the power of the 
transferee as an employer to take any 
disciplinary  action  under  standing 
orders of the company against indivi
duals as employees.  If the old em
ployer had a right to take disciplinary 
action, the new employer should have 
also the right to take disciplinary ac
tion against the culprits—̂ whoever they 
may be.  I have merely given the 
power to Grovemment to intervene in 
appropriate cases so that large-scale 
retrenchment or imemployment which 
is imdesirable is prevented.

I have  said  in  the  Explanation 
that—

“ ‘Appropriate  Government’ 
means the government which ex
ercises jurisdiction over the com
pany or the unit in matters aris
ing out of industrial disputes.”

It is for the Government to decide 
whether this ‘Explanation* is accept
able.

Shri C. C. Shah:  It is not inappro* 
priate to point out that  these  are 
matters relevant to the Industrial Dis
putes Act and not to the Companies 
Act.

Shri K. P. Tripathi:  The Industrial 
Disputes Act has nothing to do with 
it. •

Shri K. K. Basu:  My hon.  friend
wants that there should be a provision 
that in the case of transfer of assets 
it should be deemed that the workers 
also are  transferred along with  tne 
assets.  The  Industrial Disputes  Act 
will not come because there is no in
dustry running.  Normally  speaking, 
when a person takes over the assets of 
a tea garden it does not mean that the 
tea garden is running.  My hon. fri
end’s point is that whatever it may be 
whenever the tea gardens begin to be 
run—under the old name or imder a 
new name—by  the  purchaser,  the 
employment of the workers should be

âranteed.  That is the  point  he 
urges.  And for that, he wants the 
company law to be so amended.

Pandit Thakur Das Bhargava: May
I ask a question  of my hon.  frieid 
Shri Tripathi? If there is a  contract 
between the employer and the empl<̂ 
yee, then evidently the successor is 
bound by the terms of the contract. 
If there is no contract between the 
employer and the employee how can 
the discharged employee insist  that 
the same conditions, the same rela
tions should continue so far as the 
purchaser of the concern is concern
ed?  If he has  got  certain  rights 
against the present employer he can 
certainly insist on them as against the 
new employer, only if they are based 
on contract.  Otherwise  he  cannot 

insist.

Shri C. C. Shah: That can be provid
ed in the appropriate law but not in 
the Company law.

Shri K. P. Tripathi: I do not under
stand  why my  hon.  frigid  Shri 
X. C. Shah should intervene and say 
that it cannot be provided here.  The 
effect of my amendment would be 
that the workers would become part 
of the assets, instead  of their  being 
liabilities.  In a company which is a 
running concern the workers are real
ly the vital things; they are the  real 
assets.  Unfortunately  in the  social 
concept which has prevailed so  long 
they have not been regarded as such.

Shri S. N. Das  (Darbhanga  Cen
tral):  What is the value of such as
sets?

Shri K. P. Tripathi:  A  rimning
company when it sells,  sells for  its 
goodwill.  If there are  no  workers 
then there will be really no goodwill.

Mr. Chairman:  I think  the hon.
Member should conclude now.

Shri K. P. Tripathi: I would  con
clude just now. This is not a question 
which can be raised under the Indus
trial Disputes Act because this is  « 
question which relates to the existence 
of a relationship between the emplo
yer and the worker.  Here is a case
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wiiere that relationship snai>s.  In 
view of the social policy of our Gov
ernment and our country it is neces
sary that we do not permit this snap
ping.  We should see that this  rela
tionship exists so that if there be any 
dispute between the two it may be re
ferred to the tribunal.  This is a gap 
in the legal structure and il it  can 
be provided anywhere it can be pro-
• vided only here and nowhere else. By 
an amendment of the Industrial Dis
putes Act you cannot create this right.

Shri C. D. Deshmnkh:  I want  to
imderstand whether it is not possible 
to amend the Industrial Dilutes Act 
that way. •

Shri K. F. Tripathi: How can it be 
done? It is a question of contract. The 
Industrial Disputes Act is  concerned 
with the relationship of employer and 
worker.

Shri C. D. Deshmnkh:  Can’t  you
think of a notional or constructional 
contract between the purchaser  and 
the old employees? All that is needed 
is that the law shall say so,

Shri K. P. Tripathi: My  friend  is 
asking ,  here but  when  a  case is 
brought before a court he will say, 
no.

I humbly submit that so far as the 
change-over of assets and  liabilities 
is concerned*  it is this  law  which 
determines that.  Therefore, it  is 
this law which should determine the 
workers* rights.  If the workers  are 
to be considered as  assets  in  Ihc 
changed conditions of our social con
cepts, then it is under this law that 
this should be  done and  anjrthing 
which is a resultant of  that  change 
should be in the Industrial Disputes 
Act.

Shri M. S. Gunpadaswamy: I wish 
to  make a few observations on my 
amendments, which are also supjwrt- 

by my hon. friend, Shri Kamath.

Shri K. K. Basu: How does he know 
H?  Shri Kamath has not spoken yet.

Shil M. S. Gwnpadaswamy:  Be
cause the amendmentis  are in  our

Shri K. K. Basn: Oh! joint auspices,

Mr. Chairman:  If the same amend
ments are tabled by both of  them, 
one of them will have really  prece
dence over other Members, so either 
Shri Gurupadaswamy or Shri Kamath 
may speak.

Shri M. S. Gampadaswamy: I will 
speak only on two or three  amend
ments and Shri Kamath wiU speak cn 
tile rest,

Shri Kamath:  It is just a division
of labour.

Shri M. S. Gampadaswamy:  I am
reading out the  numbers of all  our 
amendments, but I will ̂ ak only on 
a few of them.  They are Nos. 1108, 
1109,  1110,  1111,  1114,  1115,
1121 and 1124.

I wish to say a few words  about 
amendment No. 1109 before I go  to 
the other amendments.  It reads  as 
foUows:

Page 198, line 6, add at the end:

“and that it will not prejudi
cially affect the employees of the 
transferor  company  ss 
tenure, terms of employment, con
ditions of service or in any other 
manner.**

My hon. friend, Shri Tripathi, was 
saying just now that in the case  of 
transfer,  ne-arrangem«it or  recon
struction of companies made  on the 
basis of compromise, the labour  ki- 
terests may be prejudicially affected.
1  feel that my  amendment seems to 
be  better  because it says  in  a 
general way that in case such changes 
occur in the  structure  of companies 
or in the ownership of companites, they 
should  not militate against  the  in
terests of the employees.  It is a very 
general proposition.  Though I agree 
with my friend,  Shri Tulsidas,  that 
such things should have  been taken 
under the labour law, this amendment 
here  is an  incidental̂ one and as  a 
measure of abundant caution I  have 
suggested that such a provision should 
be  made  here.  There is no harm 
In  mamng such a pirovlsion and I do
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not want to go and say the same old 
things as my  friend. Shri  Trtpathi, 
•aid.  but I only wish  to point  out 
that  in practice, when changes  are 
made, when  transfers are  made  in 
companies,  when ownership is chang
ed  and  when  there  has  been  a 
reconstruction  of  companies, ift  is 
always  seen that it is followed  by 
either  retrenchment  of  previous 
labour or changes in labour conditions 
or changes in the terms of  employ
ment.  Anyway, in all such instances 
we have seen that labour interests are 
affected, and with a view to provide a 
safeguard  I have moved this amend
ment,  I would request the  Finance 
Minister to accept it.

About the Advisory Commission, I 
have moved  amendment  No.  1121, 
which says:

Page 206, after line 30. add:

“(c) the advice tendered by the 
Advisory Commissiton to the Cen
tral Government shall be binding 
on the Central Government.”

Mr. Chainnan:  How can an advice
be binding?

Shri M. S. Gnmpadaswaiiiy: Advice 
may be binding.

Shri K. K. Basn: It is Uke the Mi
nister’s advice.

Shri M. S. Gnmpadaswamy: My fear 
is  that the Government may refuse 
to  take the  advice of the  Advisory 
Commission.  What is the purpose of 
having the Advisory Commission?

Shri K. K- Basn: To solve the  un
employment problem, quite obviously.

Shri M. S. Gumpadaswamy:  Is it.
as  my friend says, just for the pur
pose  of  providing employment  to 
«ome retired judges or a few friends, 
or  is it for the purpose of effectively 
advising the Government ifa the matter 
of comj?any affairs?  I may draw your 
attention and that of the Members of 
this House to the fact  that the Coun
cil  of Ministers is  also an  advisory 
Irody according to the  Constitutioiif 
and whatever advice  ito tendered  by 
0c Council of Ministers may not  be

binding, according to the Constitution, 
on the President or the Governor  or 
Rajpramukh.  Though it is  an  advi
sory  body, it is well known that its 
advice is  binding, and the President 
at  the  Centre or the  Grovemor  or 
Rajpramukh  in the States cannot go 
against the advice of the Council of 
Ministers.

Shri C. D. Deshmukh; May I know 
if  there is a clause in the Constitu
tion which secures this?

Shri M. S. Gunipadaswamy: There 
is  no clause which secures this,  but 
I only say that the advise  of  the 
Council of Ministers....

Shri C. D. Deahmukh: This is  an 
argument against him.

Shri M. S. Gunipadaswamy;  It is
not an  argument against me.  The 
advice of the Council of Ministers  is 
binding and it is not at all taken as 
a  mere advice.  Though there is  no 
clause in the  Constitution  that the 
advice of the Council of Ministers  is 
to  be followed or is binding.  But  i 
am afraid in company affairs, we are 
not dealing  with the  constitutional 
relationshi(p between the head of  the 
State and the Government;  here  we 
are  dealing with a corporate  sector 
which relates to private enterprise; we 
are  dealing with very fluid conditions 
and  changing conditions in the cor
porate  field.  When that is so, there 
is a danger or possibility that the 
advice  of the Commission may not 
pe  taken  by the Government.  The 
Finance Minister may assure  us  on 
the floor  of the House that we intend 
to  take any competent advice or ex
pert  advice tendered by the Commis
sion,  but it would be better if  the 
Advisory  Commission’s  advice  is 
made  binditng on the concerned Mi
nistry  or Minister.  In cases  whene 
that  advice is not taken into consi
deration  at all,- what will happen? Is 
there any guarantee under the present 
Bill that the advice tendered by this 
expert body  will be  implemented? 
Nothing,  The Finance Minister  said 
that there is no provision iki the Con-
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Etitution to  say that the advice of the 
Council of Ministers is binding.  But 
there any provision in the Bill  to 

say  that the advice tendered by this 
Commission would be considered  or 
properly implemented or followed by 
Government? There is no  obligation 
cast on Government.  So it looks  to 
me to be merely an advisory body.

Pandit Thakur Das Bhargava:  It is
a  gentlemen’s agreement just like tkf 
one  in 1937  between the  Congress 
MinlstriM and the Governors.

Shri M. S. Gunipadaswamy: I can
.understand a gentlemen’s agreem«it

But here.........

Shri K. K. Basu: It is doubted.

Shri M. S, Gunipadaswamy: Here,
what have we provided?,  If you want 
to make it merely an adviisoiy  Ood> 
and to make it nominal, it is not neces
sary  to have this at all.  I  do  not 
know why  the Finance  Minister  Is 
anxious to have this itf  it is a  mere
appendage.  The best course would be

this.  As Shri Chatterjee has pomted 
out, if they want to have an effective 
administration  of  company  affairs, 
they should set up a Central authority,
I  prefer Shri* Chatterjee’s amendment 
to  my own if that is acceptable but
unfortunately..........

An Hon. Member: He is reactionary 

and dangerous.

Shri M. S. GuTBpadaswamy :  But
the Finance Minister’s attitude seems 
to be so  unchangeable and  beyond 
modification  that I have no hope of 
improving his attirtude in this 
He seems to have rigidly  comnutted 
biniself to this particular proposition.

Shri C. D. Dcshmukh; I am listen
ing  to all the arguments carefully.

Shri M. S. Gnropadaswamy: Mere 
listening does not improve matters.

Shri C. C. Shah: It  is only  accep
tance  that matters.

Shri M. S. Ctampadaswamy: It does 
ttut help anybody.  What is necessary 
is  this.  Apart  from  listening,  it 
must be followed up ito action.

Shri C. D. Deshmukh:  There is no
statutory provision that the Opposi
tion’s  views should be accepted.

Pandit Thakur Das Bhargava: There 
is  no provision that the Opposition 
should only place before you reason
able  proiwsals.

Shri Kamath:  It is  a gentlem̂'s
agreement binding on both sides.

Shri M. S. Gunipadaswamy;  I  ap
peal to the hon. Finance  Minister— 
even  though it is  a little  late—̂to 
consider  whether it would  not  be 
feasible to have a Central statutory 
authorilty for the purpose of admini
stering this Act.

The Bhabha Committee  has gone 
into this question thoroughly and they 
have  considered  both the  aspects: 
whether departmental control is bet
ter or control by a statutory authority 
is better. They have said that it would 
be better in the existing circumstances 
to have a Central statutory authority 
for the  purpose of  controlling  ana 
supervising the company affairs.  Till 
now no cogent arguments have been 
advanced by the Finance Minister for 
not accepting the recommendatilon cf 
the Bhabha Committee.  The improve
ment  of  company  affairs  depends 
upon the effective implementation of 
their recommendations and this cannot 
be  done unless there is  a statutory 
authority.  This Advibory Commission 
will mean only a small appendage, an 
ornamental appendage to the Ministry 
and would in no way improve matters. 
It  may satisfy the feelings of a few. 
a  handful of  people, but it will not 
satisfy the real  critites unless  steps 
are  taken effectively  to  supervise, 
control and administer the Company 
affairs. Otherwise, there is no purpose 
in  passing  such a huge  and bulky 
Sill.  I feel that it would be  better 
to  consWer the  setting up of  some 
Central authority for this purpose.

Lastly, I  may say that in case  be 
does  not agree with the idea of set
ting  up  a  Central  authority,  my 
amendment may be accepted and that 
may improve matters to % littie extent. 
I leave my other amendments to Shri 
Kamath to  speak on  and I  would
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only say that these two  amendment* 
may be accepted.  They are harmlcM 
and they would in  a  way  remove 
certain fears that we have entertained 
i!n this -matter.

Shri Kamath:  Let me very briefly
complete the  picture whSch has been 
halt-drawn Wy my hon. friend,  Shri 
Gurupadaswamy.  Before I do that  I 
will just point out—so as not to miss 
any amendment—̂the numbers of the 
amendments.  They are nine: 1108, 
1109,  1110,  1111,  1114,  1115,
1121, 1124 and 1128.

Shri  Gurupadaswamy  spoke  and 
disposed of a few. So, I will not refer 
to them.  I shall refer to the remain- 
ilng  amendments only.  These clauses 
deal  with  arbitration,  compromise, 
amalgamation,  re-constitution,  pre
vention of mismanagement, and lastly 
winding up, the fate of all creatures 
in this xmiverse, the last bow. Every
body has got to wind up—everything 
created by God, or made by man  on 
this terrestrial plane.

Shri M. S. Gumpadaswamy: Funeral
is  not discussed.

Shri Kamath: I thought it was up to 
430.  I am sorry.

Shri C. D. Deshmnkta: You have  to 
wind down a bit

Shri Kamath: We will wind up  in 
the  afternoon,  then. May  I  si>eak 
firstly on my amendment No.  1111? 
That is with regard to oppression and 
mismanagement. That is in consonance 
and in tune with our conceptions of 
democracy.  The minority should not 
be  oppressed by a majority or those 
in  power.  What is applicable to the 
people  at large should be made  ap> 
plicable, and rightly so, to the minority 
in  a company,  I have  accordingly 
sought to make a distinction here by 
providing for an explanation after line 
29.  It goes on to say that the conduct 
which  is oppressive to any member 
in  his capacity as director and not 
in bis  capacity as member does  not 
entitle the  member to  apply to  the

Court for an order under  this sub
section, and that in this  jsub-section 
‘member’  includes  debenture-holders 
also.

If you will permit me,̂ may I draw 
an analogy with this House itself? We 
are all here hon. colleagues as Mem
bers of Parliament. Some Members are 
however Ministers.  But so far as this 
House is concerned, we are all equal, 
equally  honourable.  We  have  got 
equal rights ar.d privileges.  I beUeve 
that so far as the protection, safe
guarding and the  upholding of  the 
rights of minorities are concerned, the 
Speaker or >he Chairman for the time 
being doe* not take notice of a  com
plaint by a Minister qua Minister bui 
only  as a Member of the House. '

Shri M. S. Gurupadaswamy: Quasi
Minister?

Shri Kamath:
Minister.

Qua  Ministei>-

A Member can make any complaint 
to the Chair against oppression by the 
majority party or other Members ol 
this House, as  has happened  in this 
Hotlse sometimes, and the Chair does 
go  to  rescue him  and  uphold  his 
rights and privileges. But a Member 
here, just because he is a Minister  is 
not entitled to make in that capacity 
any complaint of oppression.  He  is 
only entitled to make such a complaint 
as  Member of this House and not am 
a  Minister.  It may not be a perfect 
analogy on  all foure, but I just wanV 
ed  to illustrate what I meant in thi» 
connection.  In the case of a companji 
a  member,  in his capacity as mem
ber, if he feels oppressed and if he 
feels that a company  is being  mis
managed, can move the Court for an 
order, but .not in his  capacity  aa 
director  just as a Member here who 
is a Minister has no right necessarily 
to move the Chair in his capacity as 
Minister.  Therefore, I commend  my 
amendment seeking to insert an  ex
planation  that  a  director  in  hit 
capacity as member only shall move 
the court for an ord̂ imder this 
sub-section.
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Then as r̂ ards the Central autho
rity  muh  has  been  said by  my 
riends—Shri N. C.  Chatteree  has 
•poen about it and Shri M. S. uru- 
padaswamy also has îerred to it,— 
and the habha Committee his dealt 
elaborately with this  provision  or 
Central authority.  The habha Com
mittee has been ited here  so oten 
that I almost eel that the two  hs 
in the habha Committee  ouht to 
be  omitted.  In  our  ountry hahas 
are very muh respeted.  I the two 
*hs  are removed, then  it  would 
be muh better, as it will then beome 
aba Committee. abas are held 

in reat esteem in our ountry and it 
has almost beome a  aba  Com
mittee  so ar as this  ill is  on
erned and not merely habha Com
mittee.  I do not wîh to dilate  on 
that  Committees  reommendation, 
beause it has already been stressed.

Shri M. S. umpadaswamy  What
is  the meanin o baba

andit  Thaur  Das  har v̂a
aba  means randather and aba 

lo   means hildren.

Shpi Kamath I do not want to in- 
,dude  lo   unless  he  taes into 
a oimt o Sabha and he wants to 
inlude aba lo .  I do not want to 
oin  the  two—baba  and  lo* 
*aba is baba, may be, abai!

Now I ome to the other two amend
ments 1110 and 1114 whih we have 
to  onsider toether  hot that they 
ertain  to the same setiwi but they 
deal with  the power  iven to  any 
a rieved party to  move the  Hih 
Court aainst an order made  by the 
Central  overnment.  Amendment 
No. 1110 i>ertains to lause 395—̂ ower 
o Central overnment to provide or 
amalamation o  ompanies n  na
tional  interest.  The phrase national 
interest  or  publi interest  has 
been so muh bandied about, mis-used 
and abused in this House by the ov
ernment—when  reports  o  enuiry 
ommittees were  demanded by  the 
House they were suppressed and not 
laid  on  the  Table in  the  publi 
interest—̂that I have not muh oni
dene in ie overnments interpreta

tion o national interest ̂or **publi 
interest.  Thereore, I have souht, 
to insert a saeuard, by my ̂amend
ment, to the a rieved party aainst, 
inustie  by  the  overnment.  My 
amendment No. 1114 relates to lause 
408—̂ ower o Central overnment to- 
prevent hane in oard  o diretors- 
liely to aet ompany preudiially. 
In  both these  amendments I  have 
iven the riht to the a rieved party 
to move the Hih Court aainst some 
order o the Central overnment, and 
the Hih Court shall pass suh orders 
thereon as the ustie o the ase mar 
reûe.

Next we ome to  Advisory  Com
mission whih has already been  re
erred to  and I do not want to reer 
to  that  and  tae the  time  the 
House.

astly. I ome to the powers o the 
Advisory  Commission.  My amend
ment No. 1124 sees to amend lause 
412.  I have souht to oner  addi
tional power on the Advisory  Com
mission by this amendment whih is 
to be added at the end o line 22 ont 
pae 207

and reuire any o the aore
said persons to produe beore it 
any boos or douments in their 
possession, ustody or ontrol re
latin to any matter  under en
uiry.

I now wind up my amendments or 
this o asion with my last amendment 
No. 1128 to lause 423, the last lause 
in  this  roup o  lauses.  Clause 
423 says

The provisions o setions 420, 
421 and 422 shall apply to the re
eiver o, or any person appoint
ed to manae, the property o a 
ompany, appointed by a Court.... 

Ater  that I see  to insert  these 
words

whether  on  an  aw>liation 
made to it or o its own motion, 

or suo mottt. I suppose  this  ouht 
to ommend itsel.  It is most reason
able,  I do not  now whether  the 
Finane  Minister  has ot a  losed! 
mind,  but this amendment ouht to
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^mmend itsel to him.  I would re
-uest  to a ept it and i he does 
tiot a ept it the House an at least 
ote or It and pass it in spite o the 
inane  Ministers  resistane  or 
aUery  to this most  modest and 
reasonable amendment.  I an uite 
-appreiate that there is no statutory 
obliation ast on him to a ept the 
.amendment moed by the Opposition.

Mr. Cliairman  Only yesterday he

a epted one.

Shri K- H. asu He  may  uard 
aainst his own mistake.  ^

Shri Kamatb  That  was  a  ery
reasonable amendment o mine thouh 
a minor one.  He was ood enouh to 
.a ept it. This is eually reasoMble. 
i not more reasonable,  and shhtly 
maor, and not uite so minor, as the 
amendment a epted yesterday  and 
I think, thouh there is no statutory 
obliation ast upon him, yet I may 
ŝy, on a ount o parliamentary obli
ation or entlemans areement, wĥ h 
was reerred to  some time  earher. 
he will a ept suh amendments as are 
-reasonable. O ourse, he may aain 
say* who is to deine and who is  to 
interpret the word reasonable  We 
ô not want  the Supreme  Court  to 
ome  here to  ilnterpret  what  are 
reasonable and  what are  unreason

able.

I  would,  thereore,  orrmiend  all 
-these nine amendments o mine  or 
-the a eptane o the House.

Shri Tulsidas I hae ot my amend
ments Nos. 1021 and 1022  to lause 
396 and No. 1024 to lause 407. They 
are pratially the same.

The proisions  reardin  oppres
sion o members were not  ontamed 
in the 1913 At, and were irtrodued 
in the Indian Company  aw by the 
1951 Amendment At.  The  WOTdm 
in the 1951 Amendment At  (Oaî 
153 C o the  present At)  is similar 
to the wordin o Setion 210 o  t̂  
UK. At.  In all these ases, the riht 
ô omplain is  proided  speiially

Where the aairs  ot the  om̂ ny

are bein onduted in a marmw op- 
pressi e to some part o the members 
(inludin himsel). This wordin i* 
also to  be ound in  the redrat  o 
lause 153 C,  su ested by the ha- 
bha Committee on pae 426 o their 

report.

This wordin is eneral and is more 
deinite in the sense that no applia
tion  an be made unless some part 
o the members are bein oppressed. 
Howeer, in  the  oriinal ill,  the 
words part o were not ontained, 
and this ersion has been ontinued in 
the ill, now beore the House.

This hane will ie a ree sope 
to mishie-moners  to harass  een 
honest  manaements.  I a sli*ht  to 
any member  is  suiient ase  to 
launh proeedins aainst the om
pany,  there will be no end to ea
tious and  mishieous appeals.  The 
beneit o this lause must be aail
able  only when a  deinite  part  o 
members is oppressed by the  ondut 
o the ompanys aairs—the  at 
that an indiidual member deildes to 
eel  oppressed should not ie rise 
to  a  ause  o ation  under  this 
lause.  I do not think my amendment 
will in any way detrat rom the re
medy  now proided.  In at, by re
duin sope or ation....

Shri C. C. Shah  May I point out 
that under lause 398 the appUatiton 
an be made only by 100 members or 
members hain not  less than  one- 
tenth o the total otin power and it 
is  not that any member an make an 
appliation

Shri Tulsidas Why hae you han

ed  the wordin.

Shri C. C. Shah That is a  mison
eption that is all I an say.

2 31.
Shri Tulsidas  art  o the  was

in the oriinal At.  Now,  you hae 
haned  it to member  or  ttot 
means, any member. I am ust tryin 
to understand what the dierene is.

Shri C. C. Shah  The appliation
annot be made by any member. That 
is  what I was pointin out.
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Shri Tulsidas:  My own itaterpreta-
tion is  that this  change has  been 
effected now, though in the  original 
Act, it was mentioned as “part of the”, 
and it  was also the Bhabha Commit
tee’s recommendation.

I would now like to come to  my 
amendment  No. 1024, but  before  I 
come to that,  I should like to refer 
to  Government amendment No. 1133 
al̂o.  Now, the Government  amend
ment suggests that if proportional 
presentation is not followed, that  Is 
to say, if the option is not exercised, 
the Government has  a  right to  ai>- 
point two directors in case of any op
pression or mismanagement or if such 
circumstances aTitee.  First of all, this 
clause .was not contained in the origi
nal Act, in the existing Act or in the 
“Bhabha  Committee’s  recommen- 
■dations.  It  is not  found in  the
United  Kingdom Act either.  The
Joint  Committee has  put  in  this
clause.  Over and above this, we have
provided for “any part of the  mem
bers” to go to the court and get judi
cial  decisions on  any question  of 
mismanagement  and  so on.  This 
particular provision gives power to the 
Government over and above the law, 
or outside the  law.  I think  oppres
sion  and mismanagement have defi
nite connotatiwis  in law but outside 
the law, the terms are vague.  It gives 
certain powers to the minorities to go 
to the  court  and even if  we fight 
it out, further powers are given  by 
which the Government can act on the 
matter.

Shrike. D. Deshmokh;  How is  it 
outside  the law?

Shrl Tulsidas: Oppression and mis
management have a definite connota
tion  in  law,  and  this  particular 
clause,  clause 407,  is outside  the 
law.  Even i(f the aggrieved  persons 
have got the right to go to the court, 
they can still approach the  Govern
ment.

Shri C. D. Deshmukh: That wUl be 
In the law.

Shrl Tnlildas: No, it will not be in 
iSbB l«w.

Shri C. D. Deshmukh: It will be in 
the law if we enact this measure.

Shri Tulsidas:  Even though a rigtit
is  given to go to the court,  the con
cerned people do not want to go  to 
the court.  They go to  the  Govern
ment and Government has been given 
the power which would be arbitrary 
and it has been taken by the Govern
ment themselves.

Shri C. C. Shah: Therefore, we can
not provide alternative remedies.

Pandit Thakur Das Bhargava: It is
unusual.

Shri Tulsidas: Yes; let me not say 
arbitrary. It is unusuaL

Now, I have already expressed my 
views  regarding  proportional
reprelseintation.  Here,  under
the  powers  taken  by  the  Gov
ernment,  the Government can  ap
point  the directors who are members 
of  the comi>any  for  a  temporary 
period of  three yeare.  By this latest 
amendment,  the Government will be 
forcing the  company to amend  the 
articles which  would be  permanent 
for proportional representation.  I can 
understand that if any oppressiton  or 
mismanagement occurs, and when the 
Government has been approached, the 
Government can insist on having the 
articles  changed  for a  temporary 
period and later on, if the company to 
desires to exercise  the option,  they 
can certainly  make it a  permaneit 
thing.  But if you want the company 
to be forced to change the articles for 
proportitonal  representation, then  It 
should be done at least  within  the 
time prescribed  and not after  the 
period which is  mentioned even  hy 
the  Government, that is, three years. 
The minorities have already got the 
option.

Mr. Chairman:  There is a  furtner 
amendment to that effect.

Shri N. q. Chatterjee:  They  are
now deleting that provision.

Shri C. C. Shah: That amendment 
is  not  moved.  It  is  included  In 
amendment No. 1133.  .

Shri Tulsidas:  I  would  like  the
Finance n̂ister to  consider  thes® 
â>ects.  You are taking these eztr»-
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ordinary powers which are not usual 
in any company  law.  Nor has  the 
Bhabha  Committee  recommended 
those  powers.  Having  taken 
these  powers,  you  are increasing 
the scope of the phrase “on any  one 
occasion”.  I was suggesting that  as 
soon as the oppression to the minority 
or the question of mismanagement is 
over, and if the Government is satis
fied that the company its not function
ing  in the best interests of the share
holders as well as in the interests of 
the public, then the company should 
leave  it to the Government to decide 
what they would like to do for further
ing  the affairs of the company;  but 
why  keep this particular power  to 
have  the articles changed and force 
a  change in the article as a perma
nent  thiing on the companies?  They 
have the option imder clause 264. They 
can  amend the articles if they want 
to do so.  But here you are taking 
a  particular power to force the com
pany  to amend the articles  to have 
proportional  rqwesentation  because 
the members have complained to the 
Government that there is oppression to 
the minorities or there is mismanage
ment.  But having taken this power, 
which  I can understand, you are in
creasing the sc<̂ by which you are 
making this a  permanent affair  for 
the  company so  that they  cannot 
exercise their option,  I would like 
this point to be considered by the 
Finance Miniteter.

I have moved amendment No. 1025 
to  clause 410.  In this amendment  I 
am  including further clauses  which 
should  be referred to the  Advisory 
Commission.  Government also  have 
given  an amendment to this clause. 
According  to my  amendment,  the 
Investigation clauses are being added̂ 
and that its in accordance with the re
commendations of the Bhabha  Com
mittee which has pleaded for a statu
tory  authority.  It has also been in
cluded in the existing Act under dauste 
2̂9 B. I am only adding a few dausea 
to  be referred to the Advisory Com
mission.

Now, I should like to refer to Shri 
N. C. Chatterjee’s amendment.  I am 
not very happy about his amendment. 
The  Finance  Minister has  already 
stated the reasons why he does  not 
want a  statutory  commission.  The 
powers which have now been given to 
the  Government are so wide, and on 
a  question of  policy, the  Finance 
Minister has said that it is not possible- 
for  the Government to leave it to  a 
statutory commibsion.

Shri N. C. Chatterjee:  You  can
manage the Ministry better.

*

Shn Tulsidas: It is not a question of 
managing the Ministiy.  Tl\ey  have 
accepted the Bhabha Committee’s re
commendations, and the existing Act 
was also based on the Bhabha  Com
mittee’s  recommendations.  I  would 
have supported  that point but  they 
have  gone  much  further.  Large 
powers have been given to the  Gov
ernment.  For example, take notifica
tion.  How  can the  statutory  com
mission decide on notification of  an. 
industry?  I do not understand  how 
they  can decide it.  It is a  question 
of policy, and we have gone so much 
farther than the Bhabha Commlttee’t. 
recommendations that it is not  possi
ble,  under the circumstances, to have 
a statutory commission.  It is better If 
the  matter its left to the Government*

I would now  like to  say a  few 
words with regard to the amendment 
No. 546 of Shri  K. P. Tripathi.  Of 
course, I know that the hon. Finance 
Minister would have considered that 
point, but I would like him  to con
sider one  aspect of  it. If, as  Shri 
Tripathi has mentioned, the workerŝ 
liability should be met by the deben- 
ture-holders in the  transferee  com
pany,  it  will  be  very  diffi
cult.  The  debenture-holders  can
not  take  into  consideration 
the workers’ liability. If such a thing 
is  to be agreed to,  I am afraid  it 
will  be difficult for companies to get 
the required sum in the larger in
terests of the company.  It will work.
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against the comi>any.  because it has 
been  found to  involve very heavy 
liabilities and the assets cannot be 
■workers’  assets.  They are all  tan
gible  assets.  The  debenture-holder 
will not pay for what is a  workers’ 
liability.  I do not think that is a sug
gestion which can be considered here. 
Perhaps it may be a proper thing for 
the Government to consider  when 
labour laws are  enacted or in any 
other laws where it may be suitable. 
I  personally  believe that except  In 
very  special cases, a company  is  a 
separate entity and whoever purchases 
the  shares of that company gets  all 
the assets and  liabilities.  Therefore, 
I do not think that there is any reason 
for considering that  suggestion here.

Mr. Chairman:  The following are
the selected amendments to  clauses 
389 to 423 of the Companites Bill which 
the hon. Members have indicated to 
be moved subject to their being other
wise admissible:

Clause 391  682  (Govt.),  1030
(Govt.).

Clause 391A 1031  (Govt.).
(New)

Clause 392  1108.
Clause 393  1109.
Oause 395  1110.
Clause 396  1021, 1111, 1022.
Clause 398  1023.
Clause 400  683 (Govt.).
Clause 407  1112, 1133 «3ovt.̂

1024, 1113.
Clause 407A 439.

(New)
Clause 408  1114.
Clause 408A 546.

(New) .
Clause  409  1115,

(Govt.), 383.
Clause 410 1118, 1135

(Govt.), 1119, 1025 
686 (Govt.), 1121.

Clause 411  1122, 1136 (Govt.).
Clause 412  1123, 1124.
Clause 413  1125,
Clause 414  1126.
Clause 414A 1127,

(New)
Clause 423  1128.

Claase 391: ( Paiaer to eompromim
etc.).

I  beg  to

1116,  1134

Shrl C. D. Deshnmkli:
move:

(1) Page 196, line 9—

for “sub-section (3)” substitute 
"sub-section (4)**.

(2) Page 196—

after line 20 add: •

“The provisions of sub-section»
(3) to (6) shall apply, in relation 
to the appellate order and the ap
pend, as they apply in rdalion to 
the original order and the aplica- 
tion”.

New Clause 391A

Shri C. D. Deshmnkh:  I  beg  lo
move:

Page 196—

after line 20 insert:

“391A. Power of  High Court to 
enforce Schmes of  arranffementt, 
etc.—(1) Where  a  High  Court 
makes an order under section 3§1 
sanctitoning a compromise or an 
arrangement in respect of a com
pany it—

(a) shall  have  power  to 
supervise  the  carrying out of 
the compromise or arrangement; 
and

(b) may, at the time of mak
ing such order or at  any time 
thereafter, give such directions 
in regard to any matter or make 
such modifications in the  com
promise or arrangement as  IT 
may consider necessary for the 
proper working of the compro
mise or arrangement.

(2)  If the Court aforesaid  Is 
satisfied that a compromise or ar
rangement sanctioned under sec
tion 391 cannot be worked satis
factorily with or without modifica
tions, it may, either on it« own 
motion or on the  application of
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any person interested in the affairs 

of the cGmpany,  make an order 

winding up  the  company,  and 

such an order shall be deemed to 

be an order made  under section 

431 of this Act.

(3)  The provisions of tnis sec
tion shall, so far as may be, also 
apply to a company in rest>ect of 
which an order ̂as been made be
fore the commencement  of  this 
Act under section 153 of the In
dian Companies Act, 1913 (VTI ol 
1913) sanctioning a  compromise 
or an arrangement.”

Clause 392.— (Information as to com
promise etc.)

Shri Kamath: I beg to move:

Page 196. line 31—

after “otherwise*’ insert:

“Including  particulars  of 
shares held by them”.

Clause 393.—(Provisions forfaeUitâ
ting reconstruction etc.)

Siiri Kamatb: I beg to move:

Page 198, line 6,—

add at the end:

“and that it will not prejudi
cially affect the employees  of 
the transferor company  as re
gards tenure, terms of employ
ment, conditions of service or In 
any other manner”.

Clause 395.—(Poiocr of Central Gov
ernment to provide for amalgamation 

etc.)

Shri Kamath: I beg to move:

Page 201—

after line 19 add:

“(6) The companies concern
ed or creditors, members or de
benture holders thereof or any 
other person interested in the 
affairs of the  company  may 
*move the High Court  against 
the order of the Central  Gov

ernment made imder  sub-sec
tion (1), and the High  Court 
shall make such  order as  it 
deems fit ”

Clause 396.— (Application  to Court 
etc.) '

Shri Tiilsidas; I beg to move-

Page 201, line 26,—

for  “member or” 
“part of the”.

substitute

Shri Kamath: I beg to move:

Page 201—

after line 29 add:,

‘̂Explanation I.—Conduct which 
is oppressive to any member in 
his capacity as director and not 
in his capacity as  member does 
not entitle the member to apply 
to the Ĉurt for an order under 
this sub-section.

Explanation  II.—In this  sub
section  ‘member*  includes  also 
debenture holders.”

Shri Tulsidas: I beg to move:

Page 201, line 33—

for  “member  or” substitute 
“part of the”.

Clause 398.—(Right to apply etc.} 

Shri Tulsidas:  I beg to move: 

Page 202, line 22— 

for  “less” substitute  “more”. 

Oause 400— (R̂ ht of  Central
Government to apply etc.)

Shri C. D. Deshmukh: I  beg  to
move:

Page 203—

for clause 400, substitute:

“400. Right of Central Govern
ment to apply under sections 396 
and 397.—̂The  Central  Govern
ment  may itself  apply to  the 
Court for an order under section 
396 or 397, or cause an applica
tion to be made to the Court for 
such an  order  by any  person 
authorised by it in this behalf.**
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Oause 4®7.— (Powers  of  Govern̂ 
merit etc.)

Shri Bharat Jba Azad:  I  beg to
move:

Page 205, line SO—

after  **therein” ins/ert  “OT 
hundred  members whichever  is

ĥri C. D. Deshmnkh:  I  beg  to
move:

Page 205—

(i) Renumber  clause  407  as 
sub-clause (1) of that clause;

(ii) In .sub-clause (1) as  so 
renumbered—

(a) line 28, after **not exceed
ing three years” insert “on  any 
one occasion”;

(b) line 29, after *"on the appli
cation” insert “of  not less  than 
two hundred  members  of  the 
company or”; and

(c) line 30, after “is satisfied” 
insert “after such  inquiry as it 
deems fit to make”;

(iii)  after line 34 add:

“Provided that in lieu of pass
ing an  order as  aforesaid,  the 
Central Government may, if the 
company has not avjiiled itself of 
the option given to it imder sec
tion 264, direct the  company to 
amend its articles in the manner 
provided in that section and make 
fresh appointments of  directors 
in pursuance of the articles as so 
amended,  within  such time  as 
may be specified in  that behalf 
by the Central Government.”; and

(iv) after sub-clause 
renumbered, add:

(1)

“(2) In case the Central Gov
ernment  passes an order  under 
the proviso to sub-section (1), it 
may, if it thinks fit,  direct that 
until new directors are appointed 
in pursuance of the order afore
said, not more than two members

at the company specified by the 
Central  Government shall  hold 
office as  additional directors  of. 
the company.

(3)  For the purpose of reckon-- 
ing two-thirds or any other pro
portion of the  total number  of 
directors of the  company,  any 
director or  directors  appointed 
by the Central Grovemment under 
sub-section (1) or (2) shall not 
be#taken into account.”

Shri Tulsidas: I beg to move:

Page 205, line 33— 

after "oppressive to any” insert 
**part of the”.

Shri Bhagwat Jha Azad:  I  beg te
move: ^

Page 205—

(i) Line 25—

after  “management” insert 
“(a)”; and

(ii) after line 34 add:

"(b)  The Central Govemm&if 
may on the application as afore
said  instead of  appointing  two 
directors  on the Board of the 
company direct the  company to 
amend, within such time as may 
be mentioned  in  its  order,  its 
articles so as to provide for elec
tion of directors of the company 
according to the principle of pro
portional representation whether 
by single transferable vote or by 
a system of cumulative voting »r 
otherwise.”

New Clanse 407A 

Shri K. P. Tripathi: I beg to mover 

Page 205— 

after line 34, insert:

“407A. Power of Central Gov- 
emment  to nominate  represen
tatives of the Trade Unions as 
Directors.—Where in a  company 
the majority of the workers are 
organised in  a union, and  that 
union applies to the Government, 
it may  nominate two  represen
tatives Of the Union to the Board 
of Directors, whereupon they will*
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liave the same rights and dutiea 
as  the  other  Directors of  the 
company.  Their term of  office 
will last till the next election of 
the  Directors  or  three  years, 
whichever  happens earlier,  and 
thereafter the Union shall submit 
names afresh for  nomination by 
Government.”

danse  408.—(Poioer of  Central 
Ĝovernment to  prevent change •etc.)

Shri Kamath: I beg to move:

Page 20&—

after line 8 add:

‘The company or any director 
or member thereof aggrieved by 
the said order may move the High 
Court against the same, and the 
High Court shall pass such orders 
thereon as the justice of the case 
may require”.

New Clause 408A 

'Shri K. P. Tripathi: I beg to move: 

Page 206— 

after line 10 insert:

“408A. Power of  Appropriate 
<jOvemment to prevent change in 
employment conditiont of wonrkers 
when company changes hands.—
(1)  Where a complaint is  made 
to the appropriate Government by 
any organisation of workers or a 
trade union that a company, or a 
business or industrial unit of the 
same, has been  sold or is about 
to be sold or transferred involv
ing wholesale or substantial change 
in employment conditions includ
ing discharge or retrenchment of 
workers, the appropriate govern
ment may  direct that no  such 
changes he made whereupon the 
transferee  shall  be  bound  to 
restore the workers of the com- 
-pany or the unit employment as 
well as  employment  conditions 
as obtained  with  the transferor, 
and any such order shall have 
oeffect  notwithstanding  anything

to the contrary contained in the 
provisions of any law or contract.

(2)  The appropriate  Govern
ment shall have power to make 
any interim order  i>ending any 
enquiry it may deem fit.  *

(3) The aforesaid provision is 
without prejudice to  the power 
of the transferee as an employ
er to take any disciplinary action 
imder standing orders of the com
pany or the unit (as the case may 
be) against individuals as employ
ees.

Explanation.—̂ Appropriate Govern
ment’ means the  government which 
exercises jurisdiction over the com
pany or the unit in matters  arising 
out of industrial disputes.”

Clause 469.— (Appointment of Ad
visory Commission)

Shri Kamath: I beg to move:

Page 206—

for clause 409 substitute:

«409.—(1) There  shall be  an 
Advisory  Commission  whose 
members shall be appointed by 
the President by warrant  under 
his hand and seal, and shall only 
be removed  from office in  like 
manner and on the same groimds 
as judges of the Supreme Court.

(2) The members shall elect one 
of their number to be chairman 
thereof.  The  salary and  other 
conditions of service of the mem
bers including chairman shall be 
such as may be  determined by 
the President  and shall not  be 
varied to their disadvantage after 
their  appointment.  Chairman 
and the  members shall not  be 
eligible for further office  either 
under the Government of India or 
the Government of any State.

(3) The chainman shall appoint 
such officers and servants as he 
thinks fit and make  rules pre
scribing their  conditions of  ser
vice.
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(4)  The  administrate  expen
ses of the Commission including 
all salaries, allowances and pen
sions payable to or in respect of 
such officers and  servants shall 
be charged upon the Consolidated 

Fund of India ”

Shri N. C.  Chatterjee:  I  beg  to
Bkove:

Page 206—

(i) far line 12 substitute:

Ĉonstitution  and Powers  of 
Central Authority'*; and

(ii) for clause 409 substitute:

*‘409. Appointment  of Central 
Authority.- (1) For the purposes 
of this Act, the Central Govern
ment shall  establish a  Central 
Authority called  The Corporate 
Investment  and  Administration 
Commission’ which shall consist 
of not less tham five whole-time 
jnembers appointed by the Cen
tral Government and one of them 
shall be nominated by the Cen
tral Government to be the Chair
man thereof.

(2)  Members of the  Commis
sion shall be  persons with  suit
able qualifications and  capacity 
in dealing with problems relating 
to  commerce and industry,  the 
promotion and  management  of 
companies or their administration 
or who have such special know
ledge in  any matter as  renders 
them suitable for appointment of 
the Commission.”

Stari'C. D.  Deshnmkh:  I  beg  o
nove:

Page 206, lines 14 and 15—

for “on any matter arising out 
of the  provisions  of  this  Act 
referred to m clause (a) of sec
tion 41V*

»ttb»titutc “on the matter referr
ed to in clause  (a)  of section 
41® and the applications referred 
to in cfouse (b) of that section”. 

292 L.S.D.

Shri Ramachandra Rcddi:  I beg to

move:

Page 20e-

(i) line 18, omit “(a)’*;

(ii) line 20, for “and” substitute 

“as follows:”; and

(iii) for Unes 21 and 22, substitute:

“(i) one,  retired High  Court 
Judge or Supreme  Court Judge 
with special knowledge of Com
pany Law, who will be Chairman 
of the Commission.

(ii) one selected by the Gov
ernment  from a  panel  of  five
names suggested by the Fetfm- 
tion of Indian Chambers of Com
merce and Industry.

(iii) one, industrial economist, 
not in (Government service.

(iv)  one, representing  share
holders.

(v)  one, representing labour”.

Clause 410.— {Duties  of  Advisory
Commission)

Shri N.  C.  Chatterjee: I beg tc

move:

Page 206—

for clause 410 substitute:

“410, Conditions of  Service of 
members of the Commission.—(1) 
Every member ̂  the Ck>mmission 
shall hold office for a period  of 
five  years from the date of  his 
appointment,  provided  that  a 
member on the expiry of his term 
of office shall be eligible for re
appointment for a second period 
of five years.

(2)  There shall be paid to the 
members of the Commission such 
salaries and allowances as  may 
be  determined by  the  Central 
Gk)venment.”

Shri C.  D
move:

Page 206-

(i) after line 25 add:

“(») before  a  aotillcation 
issued under seetion  393 in i



12641 Companies Bill  7 SEPTEMBER 1965 Companies BiU 12642

[Shri C. D. Deshmukh]

pect of any description of industry
cr business, on the necessity for,
and advisability  of,  issuing the
notificaUon;”;

(ii) line  26, jor “(a)”  substitute 

•*Cb)”; and

(iii) line 29, for  “(b)” substitute
-<cr.

Shri Sivamnrthi Swami (Kushtagi): 
I beg to move:

Page 206, line 27— 

after “310”, insert ‘‘323,’*.

Shri Tulsidas; I beg to move;

Page 20«—

<i) line 27— .

after “section” insert “284, 236, 
238, 247, 248, 249 ”

(ii) Oine 27—

after “267,” insert “268,”.

(iii) line 27—

after “331,” insert ‘‘342,”.

(iv) line 28—  .

after “351,” insert “395,”.

Shii C. D. 
move:

mkb: 1 beg to

Plage 206, line 27—

(i) omit “259, 266**;

(ii) qifter “267” insert “268”; and

(iii) after “331” insert “342”.

Shri Kamath: I beg to move:

Page 206—

after line 30 add:

“(c) the adviee tendered by the 
AdviioTy  Commission  to fhe 
(Antral Ck>vemment  be bind
ing on the <Oentral Ĉ emment”.

Clause 411.—(Forms and Procedure 
etc.)

Shri N. C. Chatterjee:  I beg  to
move:

Page 206—

for clause 411 substitute:

“411. Appointment  of  Officers 
md other employees and sittings 
of the Commission.—(1)  Subject 
to such Rules as may be made by 
the Ontral  (Government in this 
behalf  the  Commission  for the 
purpose of enabling it to efficient
ly discharge its  functions under 
the Act may apxx>int such number 
of officers and otĥ employees as 
it may think  fit and . determine 
their conditions of service.

(2) Sittings  the  Commission 
shall be convened by the Chaiî 
man and shall not be open to the 
public unless the  Ĉommission in 
any particular case decides other
wise.

(3) The Chairman shall preside 
at all sittings of the Commission 
at which he is present, and in his 
absence from  such sittings,  the 
members present  thereat  shall 
elect one of the members to pre
side as Chairman.”

Shri C. D. Deshmukh:  I
move:

beg  to

Page 206, line 33—

for “clause (a)” substitute “clause
(b)”.

Clause 412.— iPowers of  Advisory 
Commission)

Shri N. C. Chatterjee:  I beg to

Pa5e 207—

for clause 412 substitute:

“412. Powers and Functions of 
the Commission.—.(1) The Central 
Gtovemment  shall  refter, to the 
Commission  for enquiry  and
report all matters for which the 
approval, consent or  sanction of 
the Central Government is requir> 
ed to be taken under this Act; and
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(2) The  Central  Government 
may refer to the Commission any 
other matter  arising  out of the 
administration and working of this 
Act for enquiry and report.

(3) It shall be the duty of the 
Commission—

(a) to determine in which case 
the powers  of  inspection and 
investigation should be exercis
ed under sections 234 to 250 of 
the Act;

(b) to supervise  the winding 
up - proceedings of  companies; 
and

(c) to study the balance sheets 
and profit and loss accoimts of 
companies" with  a  view  to 
determining to what extent they 
conform to the requirements of 
the Indian Companies Act, keep 
under  observation the  invest
ment markets in  the private 
sector, undertake a  systematic 
study of  prospectuses,  of the 
terms and  conditions  of new 
issues of  capital,  and  make 
reports thereon to the  Central 
Government"

Shri Kamath; I beg to move:

Page 207, line 22— 

add at the end:

“and require any of the afore

said persons to produce before it 
any books or documents in  their 

possession, custody or control re
lating to any  matter under  en
quirŷ'.

Clause 413. .—(Penalties)

Shri N. C, Chatteijee:  I beg  to
move:

Page 207—

for clause 413 substitutes

“413. Powers of the  Commis
sion.—For the  purpose of  exer> 
dsing its  powers and  fimctions 
under section  412, the  Conunis- 
sion may:

(a) require  the  production  be
fore It of any books or other docu

ments in the , possession,  custody 
or control of the company, relat- 
mg to any matter under enquiry;

(b) call for any  information or 
explanation, if the Commission is 
r>f opinion that such  information 
or explanation is necessary in or
der that the books or other docu
ments  produced  before it  may 
aflford full particulars of the mat
ter to  which they  purport  to 
relate;

(c) with such  assistance  as it 
thinks  necessary,  inspect  any 
books or other documents so pro
duced and  make copies  thereof 
or take extracts therefrom; and

(d) require any managing direc
tor or any other director, manag
ing agents, secretaries and tresur-
es, manager or other officer of the 

Company, or any shareholder  or 
any other person who, in the opi
nion of the  Commission, is likely 
to furnish information with respect 
to the affairs of the company re
lating to any matter under inquirŷ 
to appear before  it and examine 
such person on  oath or  require 
him to  furnish such  information 
as may be required; and adminis
ter an oath  accordingly to  the 
person for the purpose.**

Clause 414.— {Immunity for actum 
taken in good faith)

Shri N. C. Chatterjee:
move:  ,

Page 207—

I beg 10

for clause 414 substitute:
“414. Penalties.—Jf any person 

refuses or neglects to produce any 
book or other document*in his pos
session or custody which he is re
quired to  produce tmder  section 
413 or to annieer any question put 
to him relating to any matter im- 
der enquiry, he shall be punish
able with imprisonment for a term 
which may  extend to  two years 
and shall also be liable to toe.*’
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New Clause 414A

Shri N. C  Cbatterjee;  I beg to 
move:

Page 207—

after line 34 insert:

‘414A. Immunity  for .action 
taken in good faith.—Ko  suit or 
otĥr legal proceeding  shall lie 
against the  Commission  or the 
Chairman or any member  there> 

of or against the Central Govern
ment, in respect of anything which 
is in good faith done or intended 
to be done in  pursuance of  this 
Chapter, or of the provisions  re
ferred to in section 412 or of any 
rules or orders made threunder.”

Clause 423.—(Application of sec
tions 420 to 422 etc.)

Shri Kamath; I beg to move:

Pa«e 210, Une 5—

after “Court” insert:

‘•whether on an application made 
to it or of its own motion*’.

Mr. Chairman:  All  these  amend
ments are now before the House.

Shri K. K. Basu:  l  support  the
amendment moved by my friend, Shri 
Kamath—Amendment  No.  1109  to 
clause 393—and  amendment No.  439 
moved  by Shri  Tripathi and  some 
others  I also support the spirit of 
the amendment No. 546, because I am 

not quite sure as to whether it  can 
be put in its present form in this 
place.

So far as Mr. Kam&th’s amendment 
is concerned, it says that in the case 
of amalgamation  of companies,  the 
transfer should  be such that  it will 
not prejudicially affect the employees 
of the transferor company as regards 
tenure, terms of employment,  condi
tions of service or in any other man
ner. It may be argued that this power 
is  being given to the court and na
turally the court will look to the in
terests of all types of persons.  In the 
present social set-up, whatever may be 
the  personal  likes or  dislikes,  the 
courts naturally have to work within

a  certain frame of the law and  to 
some extent their decisions are deter
mined by the volumes of ear liter judi
cial decisions or whatever it may be. 
But htiie  it is a  question of  social 
objective.  Today  you find  that the 
worker  also  is  a  very  important 
factor,of production and he is bound 
and destined to play a very important 
role in  the economic set-up of  our 
country.  Therefore,  it is  absolutely 

necessary that certain statutory gua
rantees regarding the worker's terms 
of service and other things should be 
given.  Of course, it is true that the 
courts will give independent judgments 
entirely on the merits of each  case. 
But we know fully well that judges, 
whether they  belong to the  District 
Courts or the High Courts, may not be 
experts in economic affairs; they have 
got to give their  judgments on  the 
basis  ot the affidavits  that are  pro
duced before them.  There the inge
nuity of  the lawyers cominates and 
the real economic aspect is forgotten; 

unless he is an expert in  ihat line.
is very difficult for a man to know 

the actual state of affairs. Therefore,
I would only urge that in all cases of 
transfer, the transferee company must 
take  into  consideration the  emolu
ments, terms and conditions of service 
of the workers of the transferor com
pany.  To Us they are assets, but pos
sibly  to Shri Tulsidas Kilachand they 
are  liabilities unless they are  in  a 
position to derive p-rofit out  of their 
labour. Today the social set-up is such 
that  we are having one Plan  after 
another and we  have certain  social 
objectives in our view.  Therefore, it 
is  necessary that  the conditions  ®f 
service of the employees—I use  the 
term  employees,  because the  term 
‘workers’ may not include clerks  and 
others—should be taken into considera
tion when  any amalgamation of com
panies is made.  We have  seen that 
they  are not always in a position  to 
fight their  cause,  and during  such 
amalgamation some of the workers »re 
retrenched  often.  We  have  seen 
this phenomenon in many recent cases 
when  two companies are merged or 
a tranfer takes place.  This  pheno
menon is quite common after the last
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war. We have seen persons who have 
put  in 25 years of service being re
trenched.  There  are  conditions  i*n 
some of the  mercantile firms that im- 
less  one has  more  than 25  years’ 
service to his credit,  he will not  be 
entitled to any  gratuity and  so on. 
We  have  found that in most cases 
the cases of persons whose services are 
on the verge of 25 years are left out. 
This is the manner in which our  so- 
called  great  champitons,  so-called 
pioneers, of the industrial advancement 
of our country  behave.  Therefore,  I 
fully suoport Mr. Kamath’s  amend
ment which provides  for a statutory 
obligation that any transfer should be 
such that it  not prejudicially affect 
the employees as regards their condi
tions of service.

The next amendment moved by Shri 
Trî)athi and others for the introduc
tion of a new clause 407A is also  a 
very  important  one.  Under  clause 
407,  the Central Government is given 
power to appoint two directors, if it is 
satisfied that it will be in the national 
ifaterests  to do so.  I do not want to 
go into the merits about the outlook of 
the Government as to what should be 
the determining factor about national 
interests; but considering for a moment 
that the Government acts justly, what 
I  would like to say is that labour i« 
a  very  important  factor.  We have 
known  from our experience that  on 
many occasions employers in factories 
have  come forward with facts  which 
are  not known to the outside people 
till then.  If the management is allow
ed  to behave in a particular way, we 
find that the company goes into liqui
dation  or  many of  the assets  are 
dwindled down.  Such cases are well- 
known to us.  Clause 407 categorically 
says that the Government  will have 
power  to appoint two  directors  to 
prevent the  affairs of a company be
ing  conducted  either in a  manner 
which is  oppressive to any members 
of the company or in a manner which 
is  prejudicial  to the interests  of  a 
company.  Interests of  the company 
should be  considered to be not only 
the interests of the shareholders  or 
the manâr.  Suppose a jute  mill is 
closed down.  The community is  de

prived  of a certain quantity of jute 
which would  have  been  produced. 
Similarly, if two  or three cotton mill* 
are  closed down or  a coal mine  is 
closed down, the community  suffers. 
The question that has to be taken into 
consideration is the value of the ser
vice to the community.  So also,  the 
interests of the workers, who by  th« 
sweat of their brow produce the goods 
should be  taken into  consideration. 
They have an equal share in the bene
fits and  progress  of  the  company. 
Therefore,  I think Government can
not  have any objection to accept the 
amendment  No. 439 of  Shri  K. P. 
TripatW.

Coming to  amendment No. 546,  I 
feel that  the drafting has  not been 
properly done.  It  may not fit in  in 
this  particular  place.  But, I  fully 
agree with the principle of it.  We can 
determine in this Company law what 
should be  considered as assets  and 
liabiaities of a company.  Shri  Tulsi
das asked, what happ̂is to the deben
ture  holders.  We know very  well, 
when  a marwari lands money, it  is 
his duty to see what has happened to 
the Government dues.  He cannot say 
that  he does not know whether  the 
Government dues have been paid.  So 
also in the case of taxes, etc, due  to 
the  corporation.  Similarly  also in 
the  case of floating charges.  This 
not  a fixed amount because it varies 
within a certain compass.  Therefore, 
this thing can be statutorily determin
ed.  Workere’  wages up to a certaiti 
period should also be taken into con
sideration as a first charge and taken 
up  along with the assets and  Uabi- 
lities of a company. Assets and liabi
lities  should not  be restricted only 
to  tangible things.  This also should 
form part of the assets and liabilities. 
Dues to  Government and  municipal 
bodies  are there.  Similarly, it  can 
be said that 3 months or 6 months or 
1  year’s wages of workers should be 
taken as a  part of  the assets  and 
liabUdties.

Mr. ChiOniuui: This was dealt with 
by  the  Member  when Shri  K.  P, 
Tripathi’s  amendment was mov̂d.
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Shri K. K. Basu:  Difficulty  will
mainly  arise when  the assets  are 
taken over.  If  a company itself  is 
taken over,  the company  continues 
to  remain and Jf there is some  sort 
of  a personal agreement,  it can  be 
brought under the Industrial Disputes 
Act to some extent.  It may be the 
next manaejer who has come in. T;ic 
company continues to  operate.  Vis-a 
vis the company,  the  workers’ rela
tionship remains  the same  whoever 
be the actual  top man.  Difficulty 
arises in those cases which are  well 
known  in those parts of North Bengal 
and Assam where a large number  of 
tea gardens are changitag hands  and 
are  completely purchased.  A British 
company sells a tea garden and it  is 
purchased by another X who may have 
a  company.  He  takes  over  the 
assets.  Whatever conditions  of em
ployment  the original employer  had 
with the workers are set  at naught 
completely.  Therefore, we can provide 
for  this.  There is  no harm.  Shri 
Tulsidas asked about the  debenture 
holders.  The debenture holders know 
what the  assets and liabilities  are. 
Along with  the fixed  assets, u\ong 
with the Government dues that have 
not been paid, guarantees and wages 
up to a particular period also should 
be taken into account.  Particularly 
so, when you have provided for float
ing charges which vary within a cer
tain compass.  Of course, the amend
ment does not provide for the case 
that my hon. friend was hitting at. 
But, I can say that within the compass 
of this Company law, we can bring 
forward an amendment to achieve this 
end.  We are defining so many things. 
We can say that in the case of assets 
and liabilities, workers’ wages should 
be taken into consideration.  In wind
ing up of a company, we have provid
ed for so many things.  There is no 
difficulty in putting that provision  in 
this Companies BUI.  Here,  we  are 
dealing wi?th companies the  relations 
between the shareholders and manage
ment,  etc.  The community  is  in
terested in seeing that companies  are 
run  properly and companies do not 
go into  liquidation.  We  have taken 
powers uiider so many Acts, the  In

dustries  Development and Regulation 
Act  and other Acts to regulate the 
affairs of companies.  Today, Parlia
ment  accepts,  the entire  civilised 
world and even the so-called  capita- 
Msttc world accepts  the  propoiltiaD 

that  all these companies have a social 
utility  and a social value and  that 
society  has  an  equal right to  see 
that they are run properly.

Then, I come to another very con
troversial point raised  regarding  a 
statutory Commission.  I for one am 
not very much carried away by a sta
tutory corporation, if we are to have 
it one which is completely autonom
ous, outside the purview of  Parlia
ment.  We have seen in the case of 
the Industrial Finance Corporation or 
the D.V.C. and other things that Par
liament has practically no control. The 
annual rei>ort is placed on the Table 
of  the House.  We have so much of 
work and I do not know to what extent 
a  motion for discussion of that  will 
be possible.  When questions are put, 
Ministers answer that it is a  matter 
of  internal  administration and  we 
cannot answer.  Therefore,  a  statu
tory corporation  wherein the  Parlia
ment will not have control is not ac
ceptable  to  us.  There are  certain 
provisitons,  for example,  clause 323, 
which say that by a particular point 
of  time, Government will declare that 
in certain industries there should  be 
no managing agents.

[Mr. Deputt-Speaker in the Chair.]

Of course, I have no illusion that so 
long  as the thi<s  Finance  Minister 
continues, there is not going to be any 
notification.  It is a  question of  the 
economic policy  which the  Govern
ment and Parliament  will determine 
at  a particular point of iifme. There 
is no questlcm of having the advice of 
X, Y or Z.  I can appreciate that  if 
in the case of  certain  mismanage
ment,  a certain  warning  is  to  be 
given  or some penalty its to be impos
ed, there may be an  independent 
authority.  I agree that it should not
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be left  to the  bureaucracy or  the 
Minister  to  determine that.  to 
away with the mismanagement of tne 
managing  agents,  we  should  art 
bring in the mismanagement  of  tne 
bureaucracy.  But,  here  we  have 
certain provisions in which the statu
tory  commission has nothing  to do. 
It  is entirely for the Government and 
the  Parliament to  determine at  a 
particular point of time whether we 
should have managing agents or not 
in  an  industry X or Y or Z.  Ihe 
members of  the statutory commission 
may be experts.  They may have in
dependent views.  They may be  in
dustrialists.  They will never say Uiat 
the managing agency  system should 
cease.  Therefore. I feel that  a statu
tory  commission as  has been  sug
gested by some of my friends is not 
acceptable to us.  Because, there are 
certain clauses in which the question 
of policy,  social  value and  social 
objective have to be taken into  con
sideration. In the case of remunera
tion. today the Government thinks in 
terms of 8  per cent, or 10  per cent 
Three years hence, the Government 

may come to the conclusion  in pursu
ance  of  the  social  objective  or 
Parliament may  decide to reduce the 
remuneration  to 5 per  cent.  Even 
though the statutory commission says 
we that such and such a per
centage is  necessary, we would like 
to  scale down  the remuneration  at 
that Ume.  It  ite for the  Parliament 
and the Government to decide  what 
should be  the remuneration at that 
particular* point of time.  Therefore, I 
ieel  that  a  statutory  corporation 
completely independent of the super
vision of Parliament should not be 

established.  So far as that particular 
part  of the amendment  is concerned, 
I  agree and I am  against bureau
cratization.  That  danger is  always 
there.  In the case  of some  national 
concerns, we have  seen this.  Some 
industrial people dominated over them. 
Afterwards we found that some people 
from the civil services or some retired 
people,  I do not know what was their 
experience in that particular  branch 
of  administrati!on, are p<ut in charge 
and they behave in the same manner

as thev have during their 30 years 
administration.  I  hope  Government 
will give us a definite assurance that 
this administrative body would be com
posed of persons with high integrity 
and  rich  experience of this branch 
of administration. They will also give 
us  an assurance that the administra
tion  which they  propose to set  up 
will  confine  itself  to the  technical 
operation of certain provisions of the 
Act and the advisory body  does not 
become just a department of Govern

ment.

Sliri A. in. Thomas (Ernakulam); In 
the discussion  on these clauses  the 
question of the constitution of a cen
tral autonomous authority has been 
pointedly raised by Mr. Chatterjee.  1 
rise mainly to put forward the point 
of view, which he has referred to  in 
passing  towanis  the  close  of  his 
speech,  namely, in the consti*tution ol 
the Central department for the  ad
ministration of the Company Law, the 
undesirabiUty of Government exchidr 
ing banktf and insurance companies 
from the purview of the central au

thority.

When I spoke on the general  dis
cussion of this Bill, I did not have 
the time to refer to this aspect.  But 
when I interrupted the Finance Min
ster while he moved for consideration 
of the Bill as amended by  the Joint 
Committee,  he  stated  one or  two 
reasons  why  banks and  insurance 
companies have been  omitted from 
the purview of  the central authority. 
I  confess that I have not been able 
to  understand the reason why it has 
been done so, inspite of the explana
tion given by the Finance Minister.

We find that clause 610 of the Biii 

reads as  follows:

“The  provisions  of this  Act 

shall apply—

(a)  to  insurance . companies, 
except in so far as the said pravl- 
sions are  inconsistent  with  the 
provisions of the Insurance A'Ct, 
1938 (IV of 1938);
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(b)  to banking companies,  ex
cept in so far as the said provi
sions are  inconsistent with  the 
provisions of the Banking Com
panies Act. 1949 (X of 1949);

ic comnanies engaged in the 
êneraUon or supply of electricity, 
excep-t in so far as the said provi
sions are inconsistent  with the 
provisiwns of the Electricity Sup
ply Act, 1948 (LIV of 1948);

(d)  to any other company gov
erned by any special Act for the 
time being in force, except in so 
far as the said provisions are in
consistent with the provisions of 
such special Act.”

So that, clause 610 of the Bill speci
fically refers to other private enter
prises, such as insurance  companies 
and banks.

I admit that there is the Reserve 
BanK to control the administration of 
the banking structure and there is a 
head of the insurance section to con
trol  the  insurance  companies. 
Nonetheless, I feel when we have got 
a  central  authority for the  entire 
corporate sector of the country, there 
is  no logic in  omitting from  that 
departments jurisdiction any class of 
joint stocdc  companies.  I think  a 
coordination of all the activities  of 
the  corporate and financial  institu
tions  is called for.

Shri C. D. Deshmnkh:  Electricity
companies also?

Shri A. M.  Tliomas:  Electricity
companies also, if a corporate enter
prise is there.

Shri C. D. Deshmnkh: They are not 
under the Finance MiniiBter.

Shri C. C. Shah:  They are /eovem-
ed by  the Electricity Act.

Shri A. M. Thomas:  If they  are
companies, even if the administration 
of  the elecfricity department is  not 
within the administrative control  of 
the Finance Ministry, it must neces
sarily be brought in under the central

authority set up for the administr®- 
of the Company Law.  Thereby

the Finance Ministry  will todirectU 
exei  S ' con'ir jl over them.  I do not 
thin!:  mat is an  argument, but  I
think from the interruption  of  the 
hon. the Finance  Minister he  feels 
that there is reason for at least  in
cluding the banking  and  insurance 
sector within this administrative set 

up.

Shri C. D, Deshmukh: Not a bit:  1
say it is as unreasonable as bringina 
in electricity companies.

Shri A, M. Thomas: i would refer 
the House to page 193— paragraph
257—of  the  Bhabha  Committee 

Report.

“There are two ways of organis* 
ing the Central Authority that we 
propose:—

(i)  there may be a  Central 
Department dealing with joint 
stock companies (and, if necee- 
sary, with related  insti?tutions, 
e.g.,  banks  insurance com
panies, stock exchanges,  etc.) 
analogous to the corresponding 
organisation under the Board of 
Trade  with  local  Registrars 
woridng in the regions entrust- 
.ed to them;”

So that, when the  Bhabha  Coro* 
mittee  gives alternative  forms  ec 
central control, it gives the choice tc 
bring related  institution*, such  as 
banks and insurance companies and 
stock exchanges  within the  admini
strative control of this Central Depart
ment.  I cannot understand why we 
are going to  have such  a powerful 
department, these insurance and bank* 
ing institutions should be taken out of 
the purview of that  department.  I 
have got reasons why those two sec* 
tors also should come within this.

We find, in the administration  of 
the  Banking  Companies  Act.  for 
example, the Reserve Bank, of course 
with the best of motives and with a 
view to  safeguard the interests  of
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(he public, bringing all sorts  of res
trictions  in the  administration  of 
banking institutions so much so they 
are  not in  a position to grow at all.
So that if there is control  exercised 
by a  Central Authority, that Central 
Authority will necessarily have an eye 
on the general economic policy of the 
Govemmeni and itssue suitable direc
tions which would be carried out by 
the Reserve Bank as well as by other 
banking institutions.

Shri C. D. Deshmkh:  They  wiU
issue instructions to the Minister?

Shri A. M. Thomas:  Not to the
Minister.  I do not understand  how 
with all these doubts the  corporate 
sector itself will be worked  by the 
new department.  If you are going to 
create a Central  Authority for  the 
administration of  Company Law  in 
general, and so long as banking insti
tutions and insurance companies are 
also  joint  stock  companies  which 
will  come within the purview of this 
Bill  that We are going tu eiiact, and 
p€u:ticulariy  when  êi*r  functions 
overlap,  I  do not understand  why 
banking  institutions and  insurance 
companies  have  been  deliberately 
taken out of the purview of the Com
pany Law.

With regard to the  administratiOD 
of insurance companies,  I think the 
hon. Finance Minister  can see that 
the  same efficiency which has been 
shown in the working of the banking 
institutions has not been shown  in 
the control exercised on tne insurance 
conxpanies.  That  is all  the  more 
reason why insurance companies also 
should be brought within the purview 
of the administrative competence of 
this Central Authority. I think it  is 
only as a  temporary measure  that 
banking  and  insurance  companies 
have t>een taken out of this  central 
departments administrative  purview 
and that the Government will be per
suaded to find its way to oring these 
sectors also within the administrative 
set-up.

My iriend  Shri  Chatterjee  ably 
argued for the setting up of a central 
autonomous body.  I am sorry to say 
that Shri Chatterjee wMn no* prewit

when  this  question  was  discussed 
threadbare and  the pros and  cons 
were all explained.  1 think by  and 
large the Memt>ers were also satisfied 
with  the  explanation given by the 
JTinance Minister.  He analyst  the' 
various clauses under- wliich  powers 
have been given to the Central Gov
ernment and  pointed  out  that  it 
would not be a workable arrangement 
at  all to have a central autonomous 
authority  for  the  control of  the 
adm̂istration  under this BilL  Of 
course, the Bhabha  Committee  haŝ 
entered its preference for the creation 
of  what is called the Corporate  In
vestment and  Administrative  Com
mission, but the arguments put for
ward by the Bhabha Committee, I 
should think, only establish the need 
for central  control and  supervision 
over  the working of Joint stock com- 
panites which has been felt in almost 
all advanced countries of  the world, 
and therefore there must be such  a 
department  for  central control  in 
India aoso.  That is what the argu
ments advanced  by the Bhabha Com- . 
mittee come to.  For example, when 
the Bhabha Committee discusses the 
question, it says:

“In the United Kingdom,  the 
Board of Trade functions as such 
an authority; and one experienc
ed commentator....”

I do not think Shri Chatterjee was. 
arguing for the  position  that  the 
Board of Trade was in fact an auto
nomous central authority which  he 
envisages under this Bill.

“....who has been closely con
nected with the working of joint 
stock companies in that  country 
observes as follows:”

And in the quotation you will find 
towards the close the following:

‘If  the  Indian  Government 
desire to strengthen  the Indian 
Companies Act. it seems desirable 
to create a central department...’"

—that is all his opinion—

‘ ....which would  be  generally 
responsible for the sort of policy
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matters  relerred  to  above  and 

would,  be able to give  any neces

sary directions to the Registrars...”

Although  the  Committee,  as I said, 
•has  preferred  the  setting  up  of  an 

auV>nomous  corporaticfi,  it  Itself 

2?ays:

“We have carefully considerea 
wnich of these two types of orga
nization would be suitable to this 
country.  A great  majority  of 
witnesses, who appeared before us, 
lavoured a  statutory  authority 
created under the  Indian Com- 
.panies Act, in  preierence to  a 
jmrely departmental oiganizatnon. 
Each of these types has  Its ad
vantages and  drawbacks.  While 
departmental organization will 

oe  .simpler to work, a statutory 
autjhority will ci-eate more con- 
lidence and possess more  elasti
city  and initiative.”

So that the Committee  itself finds 
lhat each type has got its own adv̂- 
lages and disadvantages, and having 
Tegard to the general pattern of this 
legislation, I thiaik the suggestion put 
forward by Shri Chatterjee cannot be 
accepted by the House.  I have dealt 
to detail with regard to this question 
nvhile I spoke on the general discus
sion,  and I do not want to take  up 
the time of the House  by repeating 
those arugments again.

One word with regard to clause 407 
•which has been  attacked by  Shri 
Tulsidas.  It must be  admitted that 
to  the concrete recommendations of 
the Bhabha Committee such a clause 
îoes not find a  place, but you  will 
find from certain of the remaifts of 
the  Bhabha  Committee  that  they 
were prepared to go much beyond the 
recommendations of the Cohen Com
mittee as well as the statutory  pro- 
visicMis existing  in  England.  After 
êalitag with the recommendations of 
the Cohen Committee, they say.

“We have carefully  examined 
the scope of this section and con
sider that not only can it be suit
ably adopted to the circumstances

of this country’, but its scope may 
be appropriately enlarged to cover 
not only the cases of  oppression 
to a minority of shareholders, but 
also of gross mismanagement of 
the affairs of a company  whifeh 
cannot be otherwise suitably dealt 
with under the other  provisions 
of the Act.  We accordingly  re
commend the enactment  of two 
sections

(i) to provide for a  remedy 
for the oppr̂sion of minorities 
on the lines of  section 210 of 
the English Act, 1948; and

(ii) to provide for a remedy 
in cases of mismanagement  of 
a company’s affairs in a manner 
prejudicial to the interests  of 
the company.'’

Of course, in the draft recommended 
by  them, this clause does not find a 
place, but even then from certain of 
the observations of the Bhabha Com
mittee we will be able to find that itf 
this suggestion was pointedly placed 
before them,  they  would  certainly 
have  been prepared to accept  that 
suggestion.  It would have been good 
if  Shri Tulsidas had taken into  ac
count  the strong feelings that  have 
been expressed by various sections of 
this  House with regard to permiftttog 
proportional representation  of share
holders in  the board of management. 
One of the arguments that was given 
by  the Government also was that to 
case  of  mismanagement,  for  the 
protection of  mmority  shareholders 
they  are just having this clause 407 
and hon. Members should be satisfied 
with that.  And  the House  havtog 
depended on this clause 407 for safe
guarding the rights of minority share
holder̂  it is too much for Shri Tulsi
das  again to press for the deletion ol 

this clause.

I also submit that in the constitu
tion as well as the administration of 
the advisory commission healthy con
ventions and precedents may be laid 
down so that it may infuse confidence 
d̂  may also carry out the fiinctitons 
which Shri Chatterjee has to view.
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Pandit Thakur Das  Bhargava:  It
would have been much better, as my 
friend Shri Thomas has just eatpres- 
Bed,  if Shri Chatterjee had been here 
at  the time of the general discussion 
in the House  on this Bill.  At that 
thne this matter of the statutory board 
M’as  so much  discussed, and as  a 
matter of fact, all of us were  very 
much impressed that we  practically 
took a decision.  I therefore do  not 
want to go into that matter again, but 
at  the  same  time, I want  to  say 
something about the appointment  of 
this advisory commission.

In the first instance, irt; is right that 
so  far as this advisory  commission 
is  concerned, clause 409 is expressed 
in very wide words.  I will just call 
your attention  to this aspect.  The 
words are:

“For the purpose  of advising 
the Central Government on  any 
matter arising out of the provî 
sions of this Act referred  to in 
clause (a) of section 410 or...”

This is not all.  The advisory com
mission is a commission which  can 
advise the Government on any matter 
aritsing out of the provisions of this 
Act referred to in section 410, which 
means a very  wide field.  And  the 
Government does not stop even there. 
They go further and say:

“....or on such other matters as 
the  Central  Gk>vernment  may 
think fit. the Central Government 
chall—

(a1  constitute 
sion....”

Commis-

So that not only on matters arising 
out of the provisions of the Act  but 
also on other  matters the  Central 
Government wants this commission to 
give advitee.  The commission as such 
should, in my humble opinion, have 
been  invested with the powers which 
are  theirs by virtue of clause  409. 
What do we find in clause 410? There, 
the powers which were sought to be 
given in clause *409 have been crip
pled to  an extent Clause 410  reads 
thus;

It shall  be the  duty  of the 
Advisory  Commission to  inquire

into and advise the Central Gov
ernment—

(a) on all applications made 
CO the Central Government un
der sections 258, 259, 266, 267,
309, 310, 325, 327, 328, 331. 344,
345. 351, 407 or 408:

(b)  on  all  other  matters 
which may be referred,  to the 
Commission  by  the  Central 
Grovemment.”

This is also fairly wide covering at: 
matters which  are referred to  the 
commission by the  Central  Govern
ment.  But now it is m the power of 
the Government to lefer or not  lo 
refer any matter to the  commission 
and the advisory ccmmission cannot 
insist that they shf-U  tender advise 
on all matters of policy which arise 
out of  the  Act.  It is  wifhin  the 
powers of the Government to indicate 
the  matters  on which they  want 
advice.  In regard to these particular 
provisions which I  mentioned  in 
sub-clause (a) of clause 410 these are 
generally matters which have  refer
ence to directors, their remuneration, , 
appointment and increase in the num
ber of directors, etc. These are gene
rally matters  which are of  course 
difficult, and the presence of an  Ad
visory  Commission  would  inspire 
much more confidence. And this is not 
ail.

When I refer to clause 4̂2  I find 
that very plenary powers have been 
given so far as the Advisory Commis
sion  is concerned:  an enquiry  and
finding out  the truth in  regard  to 
matters of dispute.  So far so good.

Even when I go to penalti«es I think 
this  august body has  been  given 
powers far more extensive than what 
we  find  in  the provisions  of  the 
ordinary Penal Code.  If  somebody 
refuses to  make an  answer,  the 
punishment  is  two years,  whereas 
imder the Penal  Code t&e  ordinary 
punishment  is  one month  or  six 
months.  If a person does not  come 
or does hot produce a documait,  un
der sections 176 and 177 of the P«ial
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Code the punishment ifs not so great. 
But under clause 413 two years’ impri 
sonment is awarded.  So far so good.

I want that this Advisory Commis
sion will in many matters be the con
science  keeper  of  the  persons  in 
authority.  Shri Gurupadaswamy was 
very insistent and he said it must be 
laid down in the clause itself that all 
their advice wiU be binding. I do not 
agree.  I know that all advice car
not be binding.  Otherwise there is 
no  occasion for havmg an Advisory 
Commission.  Then  it  means  that 
Government have no control.

But at the same time I feel the force 
of  what is passing in his mind.  He 
feels that if it is a mere ornamental 
thing, if it  only an appendage to 
that  authority who will really exer
cise  authority under the Act,  it  is 
nothing, it is an eye-wash.

I therefore  expect that the  hon. 
the Finance Minister will kindly rise 
in his seat and assure the House that 
as  a  matter  of  fact in all  these 
matters the advice will be regarded 
as  a good advice.  Alter all, we have 
invested them with powers of enquiry, 
and it will be a very respectable body. 
My  vitew in respect of these  Com
missions is that so far as the theory, 
philosophy and wisdom of  a parti
cular  policy is concerned,  it  rests 
with the advisory board, but  so far 
as  the  actual  implementation  is 
concerned it is  the function of  the 
authority which exercises the power. 
So  far as the linal authority is con
cerned,  the  power oi  disagreeing 
with  the  Commission  in  theory 
should be there, in rare cases. Other
wise it won’t work.  The responsibi
lity  is of the Minister in charge.

Therefore I think in many matters 
if we want to  make  this  advisory 
board just like a statutory board into 
whose working we cannot  pry, it  is 
useless.  Then why have this advisory 
board?  Hava that Commission.  But 
I  am opposed to  that  on principle 
as  I want that the ultimate  autho
rity,  the  ultimate  responsibility. 
Bust be that of Government.  But  in

ninety-nine out of hundred cases this 
advice  should  not be  disregarded. 
Otherwise  there k  ao meaning  itt 
having this advisory board. Ordinari
ly there must be very cogent reasons 
why the advice of such a responsible 
body should be ignored.

Shri Gadgil (Poona Central): Then 
why not have a statutory body?

Pandit Thakur Das Bhargava:  So
far  as a  statutory board is  con
cerned,  Parliament cannot look into 
its affairs.  We saw it in the case ol 
the D.V.C. and the Industrial Finance 
Corporation.  The whole thing is so 
complicated that unless and until you 
cast the entire responsibility on the 
Government the  provisions of  the 
company taw cannot be worked by a 
statutory board.  But  at the  same 
time  I am quite clear that even when 
you make it only an advisory body, 
the responsibility may be shared bet
ween the Government and this advi
sory  board. They  are also  respon
sible.  It is not all.

If you want their advice and if you 
want  that the advice  should be  a 
good one—and ŵ should expect that 
it  will be a good one—it must  be 
respected in all possible matters.

Shri N. C. Chatterjee:  Normally it 
should be accepted.

Pandit Thakur Das Bhargava:  In
those days when the old Government 
wanted to have Ministers in the Pro
vinces, Mahatmaji said “No, we won’t 
allow our people to become Minister® 
unless there is a gentlemen’s  agree
ment that their advice will be accep*̂ 
ed”,  and the Government  accepted 
Mahatmaj/s  proposal.  This is  the 
fanUemen’s  agreement.  Unless  the 
Finance Minister says like this, sup
pose our revered friend  Shri Gadgfl 
is  appointed, the next day he  wUl 
tender his resignation iff his advice i» 
not  accepted. And il all the members 
of the Advisory Commission resign the 
people will conclude the Government is 
in the wrong and these people of the 
Advisory  Commission  are  right.
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When you allow these people to be
come members of this Advisory Com
mission, we  do expect that ordinarfly 
and normally speaking  their advice 
will be  the last  word,  though  in 
many  matters Government may not 
be  able to implement it  for reascns 
best known to itself.  I can  under
stand that for particulsu* reasons Gov
ernment may not accept it. Otherwise 
there is no meaning in an  Advisory 
Commission. It will always....

Shri Gad?U: How v.ill it function?

Pandit Thakur Da* Bhargava: The
functions are given.  They are there. 
The  advice  is  there.  Government 
cannot accept the advice for  parti
cular reasons.  For instance I am......

Mr Deputy-ISpcakcr; If an economic 
Adviser gives some advice or a Cher 
mical  Expert gives advice, the  mo
ment the advice is not accepted  the 
Minister must go or he must go, is 

it?

Pandit Tbakur Das Bhargava:  So
for as experts  are concerned  it  is 
different.  These people are not ex
perts in that sense.  On the contrary 
they are people who are invested with 
powers Of enquiry and prying  into 
accounts and all  that.  They  will 
know the state of things better than 
perhaps even the person in authority. 
1 am a member of an advisory board. 
I feel the difficulty. If my advice is 
not respected by the person to whom 
1 give my advice on a very essential 
and  fundamental matter, I think  I 
should no longer remain a member of 
that advisory board.

Mr. Depnty-Sp«aker: Normally. 

Pandit Thakur Das BiiargaTa: I am 
not speaking of extraordinary things.
J do not want that it should be a case 
like the D. V, C. or  the  Industrial 
Finance Corporation where even the 
Government is helpless and we cfjr 
in the wilderness and ask Government 
to issue instructions but they are not 
able to do so.  I do not want that.

But at the same time if the Finance 
Minister does not agree that even nor
mally their advice will be  respected, 
then I do not see any purpose in this

Advisory Commission.  After âl. the 
powers given to the Government are 
so immense, so wide that I  cannot 
think that they will be rightly exer
cised unless  with the  advice of a 

board.

Where Gcvemment have said “on 
all other matters which  may be re
ferred to  the Commission  by  the 
Central Government”, I would  have 
liked a further liberalization of the pro
visions, or by rules, that all matters of 
policy must be referred to them. Other- 
wi.se. if the Government  does  not 
choose to refer matters of dispute to 
them, what is the use of the Board? 
Therefore in aU other matters where 
discretipn is given, it must be  pro
vided by the rules that Government 
.should ordinarily refer such mstterf 
of policy to them.  Otherwise it will 
be in the arbitrary discretion of the 
Minister to consult them or not.  We 
want the Advisory Commission to be 
effetive, and I would have therefore 
liked if they had said that in matter* 
of policy the Advisory  Commission, 
if they so choose, will be able to ten
der advice. I would have liked it.  To 
this  extent  I  do  not  think 
Government  would  have  gone. 
Therefore I did not give an  amend
ment.  But  without an  amendment 
on  this point I  hope the  Finance 
Minister will  make rules in  such a 
manner that ordinarily  their advice 
may be sought on matters of policy 
and they may be effective. After all, 
they  are very  respectable and  big 
people, and  their advice  should be 
respected.

As regards the Advisory  Commis
sion I would very respectfully ask the 
Finance Minister to kindly elucidate 
the i)oint and tell  us how he means 
to work it so that the House may get 
assured.  He  won’t be  able to  do 
everjrthing;  his officers shall have to 
decide many matters.  He  personally 
cannot decide every matter.  He  has 
to deal with fifty thousand companies 
and he cannot possibly do all these 
things.  When he is there there may 
be  no advisory body; we have  full 
confidence in him.  But &s I submitted 
at  the time  of the first  reading,  1
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am really afraid,  I shudder to think 
bow  so many rights and duties will 
be  discharged, how they will be exer
cised  by Government:  I am  very
much afraid,  I am very unhappy with 
the fact that you have taken many of 
the  civil liberties  of the  people.  I 
did  not like it.  Now all these powers 
may be exercised  in such  a manner 
that the Government Js able to inspire 
confidence  and people may not  say 
that  by this change of the law  the 
position in the  country has  become 
worse.  I do not want to conceal this. 
I am afraid there will be plenty  of 
nepotism,  bribery, corruption etc. All 
the people  will rush  to you.  Now, 
these  managing  agents,  managing 
directors, managers are all  within the 
hollow of your hand, and they  will 
run about and ask for approval.

3 P.M.

Shri C. D. Deslimiikh: Is it the hen. 
A\ember’s short  point that  if  the 
commission  is to  be  overruled,  it 
must not be done without the  Minis
ter’s  specific consent?

Pandit Thakur Das Bhargava: That 
is  true.  So far as  the Minister  is 
concerned, I have already said that 
the Minister is directly  responsible to 
the House  and to the country,  and 
therefore,  I do not want to curtail the 
powers  of the Minister.  It is perfect
ly  right  that he  should  have  the 
powers.  But  at the  same  time  1 
should think that the  Minister  will 
also  think twice  before  disagreeing 
with  them i*n  normal matters;  and 
so far as normal matters are concern
ed,  their views should be  accepted. 
But  in special matters where the Mi
nister finds  it  impossible to  give 
effect to their  decision,  or in other 
matters whitrh I  cannot think of and 
which  I cannot illustrate now,  the 
Minister shall  have full authority to 
disagree  with their views. Otherwise, 
there  is  no meaning in its  being 
called  an  adviisory  commission.  I 
want that  ordinarily and  normally 
tlieir views should be accepted. But in 
certain matters  where  the  Minister 
thinks that for the discharge of  his

duties he must disagree with them. I 
do not say that he should not discigree 
at  all.  But  so  far as  the  other 
people, excepttog  the Minister,  are 
concerned.  I would rather like  that 
their  advice is  not ignored by  any 
authority.  After all, there wiU be five 
men  in that commission who will....

Shri C. D. Dcshmukh: I say that if 
that is the point, ên that could be 
easy  to secure.  That  almost  goes 
without saying  namely that no one 
below the  Minister will  have  the 
authority  to overrule the commission. 
That is obvious.  One need  not sav 
that.

Pandit Thakur Das Bhargava: So far
as thp  Minister is con«»emed, I have 
submitted  that except in exceptional 
matters where rt will become very diffi
cult  for him to accept their  advice 
in toto, the Minister also  will not 
ordinarily differ from them.  After all, 
it  is the advice of five or six people, 
and  moreover it  ite  the advice  of 
people  whom  you  yourself  have 
selected  and in whom you have got 
confidence, and in whom the country 
has got confidence. ..

Shri Gadgil: Not the country.

Pandit Thakur Da« Bhargava: If the
Finance Minister appoints any person. 
I  shall have certainly confidence  in 
the wisdom of the Finance Minister in 
appointing that man, and also confi
dence  in that man.

Mr. Depnty-Speaker: My own read> 
ing is this. The hon. Finance Minister 
wants to have a  department  under 
him,—just as the Railway Minister has 
got  a department under him, namely 
the Railway Board, or just  as  the 
Finance Minister  himself has got the 
Central Board of Revenue under him, 
not clothed with such executive powers 
—without  consigning all  thte  to  a 
statutory  board, in which case  he 
will be tied  hand and foot and will 
be regulated  by their  decisions.  In 
between,  he must have freedom  to 
accept or not to accept.  But he would 
not give that power to anybody in his 
office below himself.  That is what he 
says.
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Shri C. D. Deshmnkh; That was the 
short point  I made, because the bon. 
Member referred to the staff  under 
the Minister and he said that he was 
afraid that so many powers had been 
taken. 1 just wanted to know  what 
exactly his  point was.  And  if his 
point was that there was a danger of 
the staff under the Minister disagree
ing with the commission....

Mr. Deputy-Speaker: He has no such 

fears.

Shri C. D. Deshmukh:....then he need 
have no such fears. As for the other 
pcint, I shall deal with that  in my 
reply.  I only wanted to deal with a 
short point here.

Mr. Deputy-Speakcr;  He is agree
able to that.  The only point is whe
ther  the Minister should be free to 
accept or not to accept....

Shri C. D. Deshmukh:  I shall deal

with that in my reply.

Mr.  Deputy-Speaker:....or  whether 
ordinarily he is bound to accept.

randit Thakur Das Bhargava: Ordi- 
narUy,  he will accept their  advice. 
Only in  certain  circumstances,  he 
may or may not accept. As a  matter 
of fact, this is an advisory commission. 
But whom does it advitee?  It  is not 
to  advise  the  officers  under  the 
Minister.

Mr. Depnt>-Speaker:  To that ihe
hon. Minister is agreeable.

Shri Jbmijhuiiwala: He has agreed 

io that.

Mr, Depnty Speaker:  The  hon.
Minister has already said that he  is 
agreeable  to  that.  So,  the  hon. 
Member reed not labour the point.

Several Hon. Members: rose.

Mr. Depaty-Speaker: I find a num
ber of hon. Members risin? to their 
seats. As hon. Members will be aware, 
the time that we have allotted to this 
group  of  clauses—or I should say for 
all  these  our  groups  put  together—is 

up to 4.10 P.M. The hon.  Minister 
wants 40 minutes,  in  which  case....

Shri Gad̂:  Give us flve minuteŝ

each.

Shri T. S. A. Chettiar (Tiruppur):. 

You can extend the time.

Stiri U. M. TTlvedi (Chittor):  You.

can extend the time.

Mr. Deputy-Speaker: Let us assume 
that we extend the time till 4.30 p.m .- 

In that case,......

Shri U. M. Trlvedi: Till 5 p.m

Mr. Deputy-Speaker:....!  would  re
quest the hon. Minister to start at 3.50- 

P.M. Will that do?

Now, there are a number of  hon. 
Members who want to speak.  I have 
noted down theî names.  They are* 
Shri Jhunjhunwala,  Shri C. C. Shah„ 
Dr.  Krishnaswami,  Shri  G.  D. 

Somani......

Shri T. S. A. Chettiar: I would also 

like to speak.

Shri C. D. Deshmukh: In response ta 
appeals, I have cut dô m̂ my time  to 
30 minutes.

Mr. Deputy-Speaker:  Where is the
need for any response?  Hon. Members 
want to hear the Finance Minister. So,, 
what is the good  of his cutting  his 
time  in response to appeals?

Shri U. M. Trivedi: You have omit
ted  my name.

Mr. Deputy-Speaker: The hon. Mem
ber’s name iŝbracketed with that  of 
Shri N. C. Chatterjee ta the  amend
ment.  Shri  N. C.  Chatterjee  has: 
already spoken. So, Shri U. M. Trivedi 
need not speak.

I shall give ten minutes to each one 
of  these Members.  There are six of 
them now.  Since the discussion  oik 
this group  of clauses must dose by 
4-30 P.M. I shall call the hon. Finance 
Minister exactly at 4 p.m .

Shri GadgU:  May I speak? I shall
require only five minutes.

Mr. D̂nty-Speaker:  I am caUiag.
upon Shri C. C. Shah, becaiise be mar 
take less than five minutes.
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Shri C. C. Shah; I welcome Govern
ment  amendment No. 1133 to clause 
407.  The proviso which is added  Dy 
that  amendment  gives  additionai 
power  to  GJovemment.  When  an 
application is made  by shareholders 
under clause 407,  Government can 
two things,  either appoint two direc
tors  or ask the company to introduce 
proporticnal  representation.  If  the 
company has already  exercised  the 
option u-.der clause 264, then no  oc
casion arises for the exercise  of the 
latter power, in which case Govern
ment may consider the desirability of 
appointing two directors if it becomes 
necessary in the interests of the com
pany.  Therefore, there is no  over
lapping  between the two powers.  It 
is  not as if the power given  in Ihe 
clause will not be  exercised if  the 
company has already  exercised the 
option under clause 264, and therefore 
there need  be no apprehension  that 
<rOvemment wi<ll ask the company to 
ô only the one  and not the  other. 
Both powers are given to Government, 
-and  I think they are both necessary 
-and wise.

Shri JhiinJlHinwala:  They will not
fee exercised simultaneously.

Shri C. C.  Shah:  No,  not  simul
taneously.

I shall now deal with  the clauses 
relating to the  advisory commission. 
Now' there appears to be, with respect 
to the hen. Members who have  saM 
so,  a little  misunderstanding about 
what exactly the  Central authority 
has recommended.  1 can  appreciate 
the anxiety  of the hon. Members thai 
the  advisory commission or the Cen
tral  authority must be a proper body 
which will discharge  the  functions 
which have  been entrusted under this 
Act, because the administration of this 
Act becomes a matter of vital impor
tance.

The Bhabha Committee have rightly 
pointed but that so far, this Act  was 
grossly  under-administered,  and  a 
large  number of  evils, which  have 
ariteen  and which we are now remov
ing, have Arisen not so much because 
there was not a provision in the Act,

but because the provision  was  not 
enforced.  And they have given, and 
rightly, two reasons for that.

The principal reason  is that there 
was  decentralisation  of adminitetra- 
lion.  While  the company law was a 
Central subject, the Central  Govern
ment delegated  all their  powers  to 
the various State  Governments who 
did  not  take prox*er care to 'idmi- 
nister  the  Act  as it  should  have 
been.  The second reason was  that 
the various offices were  not prqperly 
staffed with registrars and other staff. 
Therefore, the Bhabha Committee have 
advocated  a  Central  authority.  In 
other words, what they have advocat
ed rs that the administration of  the 
Act must be taken over by the Centrai 
Government, and it mast be Centrally 
administered, instead of there  bemg 
a  aecentralised administration.

Another reason  which they  have 
given,  and very  rightly, and  whicli 
becomes more relevant in the present 
circumstances, is that we  are  now 
adopting  a more  positive  attituae 
towards the management of companies 
than a mere negative one. Until now, 
we were content with  providing  m 
company law statutory restrictions as 
to what the management shouU!  not 
do.

Shri Gadgil:  Now, we  are saying
“do’s”.

Shri C. C. Shah: Now, we are im
posing on  them obligations  to  do 
things,  which are to  be watched by 
the authority which is to watcn  the 
administration of  the Act;  and tlie 
Central Government have undertaken 
many  things  to  be done by  that. 
Also,  they have rilghtly  given tne 
reason that the  economic policy  oi 
Government is closely linked with the 
private sector,  and therefore it  is 
more important to watch the manner 
in  which that private  sector shau 
function  through corporate  manage
ment.  So, if the economic polity  ot 
Government is to succeed and not to 
fail,  it becomes obviously and vitally 
iiT̂xntant that the administration  of 
company law should be a positive duty
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of Government rather than a negative 
duty  of  police  action.  For  these 
reasons, the Bhabha Committee have 
advocated a Central authority.

Having done that, they rightly point 
out  that that Central authority  can 
be organised in two ways.  One of the 
ways is as in England, namely, by  a 
Board  of Trade, which is a depart
ment of the Ministry, and  the other 
way ife  to have a statutory  autono
mous  authority.  As my hon. friend, 
Shri A. M. Thomas, rightly  pointed 
out,  they admit that there are advan
tages  and  disadvantages  of 
both  methods.  One  may  adopt 
one  or  the  other.  We  have 
adopted the first course, but  to say 
that we are rejecting the main recom
mendation of  the Bhabha Committee 
is  wrong. We are accepting the main 
recommendation,  namely, to have  a 
central authority for administration of 
company law.  But we are  rejecting 
only their recommendation as  to the 
form  which that  central  authority 
should take, and out of the two forms 
which they have recommended, we are 
adopting the one which is  prevalent 
in  England.  Therefore, I submit that 
it  is entirely erroneous  to say thal 
we are takkig away the main recom
mendation of the Bhabha Committee.
I  would like to draw the attention of 
Shri N. C. Chatterjee—I am not sorry 
he  is  not here and I am glad Shri 
U. M. Trivedi is here......

Shri U. M. Trivedi: I would request 
that  I may be given an opportimity 
to  speak.

Mr. Deputy-Speaker: Subject to titane 
being available.

Shri tJ. M. Trivedi: The unfortunate 
thing is that I have been bracketed 
with  Shri N. C. Chatterjee.  But  I 
want to speak.

Shri C. C. Shah: What is his recom
mendation?  His main recommendatiton 
is  based on  a misconception.  His 
amendment No. 1123 says ;

“The Central Government shall 
refer to the Commission for inquiry 
and report all matters for whtoh 
the approval, consent or sanction 

292 L.S.D.

of the Central Government is re
quired to  be taken  imder  this

Act.”

Now, it is said  “for inquiry  and 
reoort”.  Report to whom?  Obviously 
to the Central Government.  And who 
is  to take the decîon?  Obviously, 
the  Central  Government.  And, 
therefore,  it  becomes an  Advisory 
Commission, not a Statutory Autono
mous Commission of the nature which 
Bhabha  Committee  has  envisaged. 
His very amendment  speaks of  an 
Advisory Commissiton, not a Statutory 
Commission  of the  nature he  has 
envisaged, because it only says  the 
Central Government  shall refer  for 
inquiry and report and ultimately it 
is  the Central Government which has 
to  take a decision.  Now, I wai teU 
you  how the  misconception  has 
arisen.  What the Bhabha Committee 
recommended was that if you accept 
a  Statutory  Commission, then  all 
the  powers which are given to  the 
Central Government ought  to have 
been given to that statutory authority 
whose decision may be final.  There
fore, wherever you  have used  the 
words *the Central Government’  in 
all the previous clauses, you ought to 
have said  ‘the Central authority un
der the Act’.  Now, at that time, no 
Member was awake to this.  Now, we 
have said the Central Government wiU 
issue  notification under  clause 323. 
At that stage, it ought to have been 
said that the Statutory Commission 
shall  issue the notification.  We have 
said that the Central Government will 
approve the managing agent’s appoint
ment  or reappointment;  you ought 
to  have said  the central  authority 
shall  approve the  managing agent’s 
appointment or  rerppointment.  All 
that is gone.  .

Shri A. M. Thomas: It can be done 
in  the third reading stage.

Shri C. C.  Shah: If you will refer 
to page 195 of the Report of the Com
pany  Law  Committeê  they  have 
rightly said that the functions of  the 
Commission  shall be  it  shall
carry out all the functions which are 
to  be entrusted to the central statu-
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tory  authority under the Act.  They 
envisaged that all the powers which 
are  given to the Central Government 
will be given  to the Statutory Com
mission.  If we have not done that, to 
ask  for this  amendment  now  is, 
with  all resj?ect, shall  I say,  most 
inappropriate.

An Hon. Member:  Shutting  the
stable after the horse has left!

Shri C. C. Shah:  Therefore, I am
submittMg that the amendment pro
ceeds  on a basis which  is  totally 
wrong.  I can understand the anxiet/ 
of the hon. Members that, ordinarily 
speaking,  the  recommendations  ol 
the Advisory Commission ought to be 
accepted.  I i»m quite sure it shall be 
so,  in 99 cases out of 100.  If there is 
to be any rejection,  it shall’ be  at 
ministerial level only.

Another thing is that nothinĝ has 
been said in these clauses about * the 
personnel or the tenure of office  or 
the  terms  of appointment  of  the 
members cf  such a  Commission.  I 
am  quite sure Government will take 
all  these factors into  consideration. 
Shri M. S. Gurupadaswamy’s amend
ment is,  with all respect,  I should 
say, entirely  inappropriate,  because 
he says  ‘whose members shall  be 
appointed by the President....and shall 
only be removed from office  in like 
manner and on the same grounds  as 
Judges of the  Supreme Court’.  One 
has only to read the amendment  to 
see  the absurdity of it, if  I may say 
so with respect.

Shri M. S. Gumpada&wamy:  It is
not absurd..

Shri C. C. Shah:  Then as regards
the matters which are to be referred 
to  the Commission,  I am' glad the 
Government themselves  have moved 
amendments to include more matters 
which will be referred to the  Com
mission.  Particularly,  Government 
have added clauses 268, 323 and 342 to 
this. Aft regards clause 323,  as my 
hon. friend, Shri T. S. A. Chettiar has 
rightly poi«r\ted out, this is a xnatter 
of such  importance  that the  Com
mission should advise them.

Shri M. C. Shah: That is accepted

Shri C. C. Shah:  Only one word
more and I have done.

The Advisory Commission is  also 
an  experimental measure.  We will 
watch the experiment for a perlt>d of 
about five years, and we shall have to 
see how the Commission works. I do 
not know what exactly is envisaged, 
whether they will be whole-time mem
bers or whether they will be entirely 
advisers of a peripatetic nature  who 
will come occasionally,  once ifn  a 
month or two months, see the  files 
and decide.  The work of the  Com
mission is so much and so important 
that......

Mr. Deputy-Speaker:  Is there no
provision here that the rules will re
gulate this?

Shri C. C. Shah:  There is no such
thing in these prov'tsions as regards 
rules for this Commission.

Shri U. M. Trivedi: They are beauti
fully vague.

Shri C. C. Shah:  I hope the hon.
Minister will explain the position.

Mr. Deputy-Speaker:  What is the
clause relating to rules?

Shri T. S. A. Chettiar: Clause 633.

Mr. Deputy-Speaker: This may  be 
relegated to the rules.  It says,  ‘for 
all  or any of the matters which  by 
this  Act are to be, or may be pres
cribed by the Central Government’.

Shri C. C. Shah: But this ife. not  a 
matter to be prescribed by the Central 
Government.

Mr. Deputy-Speaker: Generally,  it 
carries out the. purposes of this Act. 
Probably  it may be provided by the 
rules.

Shri C. C. Shah: It can be so.

Mr. Deputy-Speaker: When we come 
to clause 633, we may have a specific 
rule concerning the composition, quali
fications etc.



particularly  because I  liad the  op
portunity  of watching  and workltig 
with  all the three varieties of orga
nisations, namely,  company,  depart
ment  and coriwration  such as  the 
Damodar  VaUey  Con>oration,  the 
Sindri Fertilizer Factory and the de
partment itself.  My own experience 
is  that  if  one wants  to have  full 
parliamentary control over the expen
diture of people’s money  and if  we 
want  that control to be real,  direct 
and effective,  then you cannot have 
a  better  organisation than the de
partment itself.  Where the question 
is  one of executing a  single project 
or  a project the confines  of which 
are not very wide, then you can have 
a corporation or a company but where 
we  contemplate the investment  of 
power on such a large scale as is con
templated in this Bill, I think the de- 
pnartment is the best organisation £md 
with that is to be associated the sû 
gested adviteory board.
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Shri C. C. Shah: It will be neces
sary.

Pandit  Thakur  Das  Bhargava:
These ru’es may  be modifiable  by 
Parliament.

Dr. Krishnaswami (Kancheepuram): 
Yes.

Mr. Depnty-Speaker: Therefore,  if 
you put in the rule that all these rules 
should be laid bsfore Parliament, that 
will be all right.

Dr. Krlshnaswainl:  Not only laid
before Parliament,  because that  is 
(xily for information.

Mr. Deputy-Speaker:  When  they
come to that portion, if they want  to 
give that power to modify these rules, 
let them say so.  A  clause may  be 
added.

Shri C. C. Shah: I would say only 
one word more before I sit down. The 
Bhabha Committee Report has a whole 
chapter— chapter XVIII—on company 
statistics.  They expect that  the cen
tral  authority which they envisage 
will collect  all comi>any  statistics. 
In fact, as we have found in the course 
of  the debate, many of the decisions 
which we have taken had to be de
ferred for want of statistics on many 
vital matters of company law. I hope 
that the  new department which  the 
Government have set up will pay more 
adequate attention to the necessity of 
providing company statistics  in  all 
matters to which the  Bhabha Ccm- 
mittee has  drawn our attention.

Lastly, in clause 631 we have pro
vided  that  the  Government  shall 
make an annual report to Parliament 
of the administraticMi of the Act by 
the Government.  That is a very im
portant thitig which has been added 
because at  that stage  Parliament 
will have an opportunity  of seeing 
how far the Advisory Commission has 
functioned, how the Government have 
administered the Act, and Parliament 
will have an opportunity of  expres
sing  its vîews as to the manner  in 
which the Act has been administered.

Shri Gadgil: I think  I am entitied 
to  give my advice on this  subject

My friend  Pandit  Thakur  Das 
Bhargava wanted to know how  the 
advisory board would function.  I am 
reminded of a couple who went before 
a  marriage rêstrar.  They  asked 
the marriage registrar to  define the 
conditions on which they could "have 
a  divorce if they wanted  to secure 
one.

Pandit K, C. Sharma (Meerut Wstt 
—South):  Farsighted people.

Shri Gadgil:
sighted at all.

Farsighted  or  no-

The point is that the advisory board 
contemplates  a situation  in which 
the advice of an expert type will  be 
available to the department as such. 
But, whatever be the advice, it is the 
duty and responsibility of the perma
nent civil  servants as represented by 
the  department  itself  to  tell  the ̂ 
Minister whether the particular ad
vice is consistent  with the  overaU 
policy of the Government as already 
defined and in case the’ department 
differs from the  advisory board,  it 
does not mean that in any way  the 
importance of the advisorŷ beard is 
belittled or slighted.  In actual woric- 
ifng, traditions grow, conventions grow
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and normally the Minister, who  is 
always a tenant-at-will of the people, 
—̂he may come and go—is usually 
cautious to accept  the advice, as far 
as possible, of the  permanent  civil 
servants as represented hy the Secre- 
tay  of the  Department and if  that 
advice is reinforced by tht advice of 
the advisory board, I am certain  the 
Minister will never  differ.  But.  if 
there is a difference between the views 
and  the viewports of  the advisory 
board and the views of the permanent 
civil  servants,  I  have  not  the
slightest doubt that the  responsible 
Minister  in  normal  circumstances 
should  accept the advice 01 the civil 
servants as represented by the Secre
tary of the Department.

Mr.  Deimty-Speaker:  The  hon.
Member Qoes beyond what the Minis
ter  is prepared to concede.

Pandit Thakur Das Bhargava:  It
means that the Minister is an automa
ton  and he  should carry  out  the
wishes of the  civil servants.

Shri Gadgil: Whether he is an auto
maton or a live  person is  a matter 
which can  be experienced only  by 
those who are in those circumstances.
I speak with some  experience  and 
with some authority.

Pandit Thaknr Das Bhargava: Then 
it is a very sorry experience.

Shri Gadgil:  The point is that we
want  parliamentary control  to  be 
real, direct  and effective.  For  this 
reason at least I am of the view that 
there should an advisory  board  to 
be associated with the Department. The 
department contemplated deals  with 
the private sector which exists as it 
, is  represented by 30,000  companies 
with—I do  not know how  many— 
crores of paid up capîtal and working 
capital and it is not only a sector by 
itself but it is a  part of the  bigger 
economy.  It  is therefore  necessary 
that matters of policy that are bound 
to arise must  be discussed  by  the 
Government  from  a different  level 
than they may be  possibly ditecussed

by an autonomous corporation as  is 
contemplated.  An  autonomous  cor
poration may be autonomous and may 
have got the best and expert people 
represented there. Yet there is  such 
a  thing as  the economic  policy  of 
the Government.  As such  it is  for 
the Government to take the  respon
sibility.  Suppose we create an auto
nomous corporation and questions are 
raised then the Minister  is likely  to 
say  that this  is what the  indepen
dent corporation  has  recommended; 
thereby you fragmentise the respon
sibility,  It ite not in  the highest  in
terests of  the  country  or for  the 
smooth working of the administration. 
Therefore, when we have followed  a 
policy of interfering with private  en
terprise with a  view to bring  it in 
line with our overall economic policy, 
there cannot be anything Uke  auto 
nomous  corporation.  It must be  a 
department  which  will be  directly 
responsible to Parliament tMrough the 
presiding Minister.  I, therefore, sub
mit  that  what  Mr. Chatterjee  has 
said cannot be accepted. There ic  a 
general feeling in the House that what 
the  Government  propose  has  the 
general supoort of the House.

As regards the rules, this, that end 
the  other about the actual working 
of the advisory board,  I submit, these 
matters must  be left where they are. 
As I said, conventions will grow, tra
ditions will grow, understanduife;5 wi’J 
grow.  If we lay them down here and 
now,  instead  of  smooth  working, 
every time tl:»ere will be coP.‘iict ftno 
wnat we hcve in  view will not  be 
achieved.  For this reason,  I would 
request my esteemed friend.  Pandit 
Thakur Das Bhargava, not to insist on 
the  rules being made here and now.

Shri Jhunjhiinwala:  Though  five
minutes would not have sufficed if  I 
had been ask̂d in  the begiimitag  to 
speak; but, now  since most  of  the 
points which I wanted to make  out 
have been covered  by the  previous 
si>eakers, I think, I shall be able  to 
finish within 5 minutes.
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So far as the question of Mr. Chat- 
terjeês  amendment is concerned, as 
has been iwinted out  by  previous 
speakers,  this point was very  well 
discussed at the  time of the  general 
discussion and our Finance Minister 
has convincingly explained before the 
House that it  was in the interests of 
the  administration  that all ■ these 
things  should be in the hands of the 
Gpvernmettt.  As such, now for Mr. 
Chatterjee to come and say that there 
shall be a separate statutory body in 
order to deal with different matters. 
I do not think,  was any  convincing 
argument at all.

The only point  which I want  to 
make te regarding  clause 407.  Mr. 
Chatterjee pointed out that now that 
the Government has taken the power 
of appointing  two  directors  there 
should  not be this subsequent  pro
viso: '

“Provided that in lieu of passing 
an order as aforesaid that Central 
Government may, i| the company 
has not availed itself of the option 
gi»ven to it  under section  264, 
direct the comj?any to amend the 
articles in the manner provided in 
that section and make further ap
pointment.......”

I was not in  the Joint  Committee 
and I  did not know as to  why this 
power of  appointing two  directors 
had  beeij given  to the  Government 
whenever  any  represent-i!,'on  is 
made before the Government that the 
affairs of  the company are not being 
conducted  in a fair and proper way. 
I  thought that this  was independent 
of  an3i;hing  contained in the  Act. 
But I was informed by one Mamoer of 
the Joiht  Committee that this  was 
done  because the proviso of propor
tional representation was not accepted 
and  therefore it  was put down  as
a  safeguard  against that. Now,  I
find,  as  has  been explained by the
hon. Finance  Minister  that it  was 
not so.  It is independent of that  It 
was done because in spdte of the fact 
that there is proportitonal representa
tion  in any company,  the  Govern

ment  should have the right, in pub
lic  interest or in the interests of  the 
shareholders, to appoint two director* 
and that point has been made clear.

Now,  they are  taking  additional 
power.  That its, they can also ask the 
compeiny  to  introduce  propor lonal 
r̂esentation  in their  articles  of 
association,  and can compel them to 
do so. Here 1 agree with Shri Tulsidas 
when  he says  that when  the Gov
ernment  have  taken one power  in 
their hands—of aîinting two dMreo- 
tors when they find that the affairs of 
the company  are not properly  con
ducted—why  should they have  this 
additional power  of asking the com
pany  and compelling them to  intro
duce  proportional representation  in 
their articles of association. I think he 
is  right.  Even  if the  Govemmait 
does not accept what Tulsidasji said I 
do  not understand what this proviso 
means.  Here it is said:

“...in lieu of the passing  of an
order as  aforesaid the  Central
Government may, if the company
has not availed......

So far as other companies are con
cerned,  where  there  is already  a 
proviso in the articles  of association 
that  they  will have  proportional 
representation, there the Grovemment 
Kas got power to appoiSnt more direc
tors,  but here the language  stands 
“provided that in lieu of psissing  the 
order aforesaid (that  is,  appointing 
two directors), the Central  Govern
ment may...” What I understand from 
this  is that if the Central  Govern
ment find that it is not necessary to 
appoint two  directors, they can,  in 
lieu thereof, ask the company to  in
troduce compulsory  pirĉortional  re
presentation, and  in that case  they 
will give thai order. So accoiclin:*  to 
the language, I do not think that once 
the  Central  Government has  done 
like that,  they will  have again  the 
power to appoint two additional direc
tors.  But what the Finance Minister 
said was:  “No, the Government will 
have power and it  is right that  the 
Government should have that power,” 
In  regard to  other  companies also
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where in their articles of  associatîon 
they have  provided that they  will 
have proDortional  renresentation. ir
respective  of the fact that a particu
lar  company  has  got  proportional 
representation. Government has power 
under  this clause  to appoint  addi
tional  directors.  1 think Government 
has taken this power very lightly for 
this  reason that if it finds that in the 
public interests they are not  doing 
well, Government  can appoint add> 
ticnal directors  not  only because  a 
few shareholders are suffering but in 
the public interests.  When I pointed 
out the words “public interests”,  my 
friends here laughed and said, “What 
has the public to do with it?” But the 
whole Act  ite meant for  the pub’ic 
and not only for a few  shareholders 
of  the compiany.  It has  been said 
that so  many  social activities,  so 
many social values, etc., have  been 
overlooked by  the  companies, that 
there has  been  concentration  of 
power and of wealth,  that there are 
cases of giving of jobs  to relatives, 
giving selling  agenc'̂s to  relatives, 
etc.  These things may not be in ths 
interest of the shareholders alone but 
also  of the public.  I do  not  know 
why  my friends were amazed  and 
began to laugh and said: “What  has. 
the company to  do with the  public? 
The company has to do only with the 
ahareholders.” They must forget this 
baĉc4pround....
Pandit Thaknr Das Bharirava: Ac
cording to the section, only the  in
terests of the company are mentioned 
there.

Shri Jitimjbimwala; My hon. friend 
is a lawyer.

Shrt U. M. Trivedi: A great lawyer.

Shri Jhunjhunwala:  So I do not
want to critftise him here and I can
not. Aft.er all, the lawyer wUl suc
ceed,  but I say that the whole Act, 
as  the hon. Minister  has also said, 
is  not only to protect the few share
holders, of the company but it is to 
protect public  Interests.  Therefore, 
my submission before the House  ii 
that even if  the  Government  has

asked a company to have compulsory 
proportional representation,  Govern 
ment should have the power, if an
other  representation is made before 
the Government or if anything comes 
up before the Government that  the 
company is  not carrying  on  qule 
well,  to  appoint  two  additional 
directors in the Di«blic intere.sii  As 
such, if the wording is found to  rê 
quire any change, it may be made.

Dr. Krlshnaswaml:  In the  briel
time at my disposal I shall only indi
cate  a few of my doubts on clauses 
395, 407, 408 and 409.

In regard  to clause 395,  I dcubl 
whether  the  Central  Gcvernment 
should have these  powers embodied 
in company law.  I do not know  how 
many cases  will arise  where  the 
Central  Government will  have  to 
intervene to provide for the amalga
mation of compantes in national in
terest.  There was only  one ins ance 
that  I knew of, and that is the  Iron 
and Steel—Martin 3um—which  was 
amalgamated through the agency  of 
Government.-  I, should like to ask 
two questions. The phrases ' national 
interest”  and ‘‘essential” are  used 
freely, but  I would like to ask the 
hon. Finance Minister what i*s  “na
tional interest”  and what is “essen
tial”.  How do we determine whelher 
a  thing is essential.  Obviously it is 
left  to the  Government  to decide. 
Even  a certain course might be in 
the  national interest,  amalgamation 
need not be the best way of achiev
ing it.  In other words, in clause 395, 
there are  two areas in  which  the 
Government’s  judgment is going  to 
be  exercised.  What is the  purpose 
of  bringing îto the company  law 
this particular provision?  We  have 
already got fhe Industries Develop
ment Act,  and if necessary, a special 
BiU can be introduced in  Parliament 
for amalgamating  comi>anies.  After 
all, the purpose of legislation is not 
to  cover unlikely cases and arm the 
executive with unlimited powers; the 
purpose of legislation ig *to create  a 
framework in which company law  is 
carried on efBciently.  I feel that this
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dause gives arbitrary powers to  the 
executive and clothes it with far too 
much authority.  It is said that copies 
of every order made under this clause 
shall,'  as soon as may be after it has 
been  made,  be  laid  before  both 
Houses  of  Parliament.  In  other 
words, it is  to be  laid before  the 
Houses of Parliament only for infor
mation.  When the Government  de
cides to use its coercive powers for 
the purpose of amalgamation̂ it  will 
not  be against public interest, if  a 
special Bill is intr.jduced for this pur
pose.  On the other hand, if we give 
the executive  this  blanket  power, 
what will happen is that  we might 
have  hasty types of  amalgamation 
which may not be in the public  in
terest and which Parliament wiU be 
powerless to question.  That is  my 
first observation.

I pass on to clause 408.  This is  a 
rather important clause and although 
I  have been critical of the Govern
ment having powers,  I th’*nk this is 
one of  the  salutary provisions  of 
this Bi:i.  Clause 408,  as you  will 
recollect, Sir, refers to the power  of 
the  Central Government to prevent 
changes  in the  board of  directors 
likely  to affect companies  prejudi
cially.  This is a resMuary  power. 
All that  I wish to ask the Finance 
Minister is  that he shouM indicate 
broadly to  the House the considera
tions  which  will weigh  w:th  the 
Government in exercising its discre
tion.  Of course, the clause has  been 
worded with great care.  Goverrmient 
will not interfere unless there is  a 
solid bas«s for the complaint, and I 
take  it  that the  purpose  of  this 
c’.ause is  to prevent the transfer of 
management to  unscrupulous  finan
ciers  or businessmen using company 
funds 85 a  mîoh cow.  indeed  at 
ar’  earlier stage when this Bill was 
discussed,  I put  forward a  strong 
plea for  differential voting  rights 
being  given to certain companies in 
order that those who  were pioneers 
micrht  retain control over them.  The 
Finance Minister then did not accept 
that v'̂ew on the ground  that those 
who  had equal financial stake should 
have equal voting power.  I hope that̂

in  future when the Government in
tervenes,  it will  take into  account 
the e£̂ort  that has  gone  into  the 
building up of some of these com* 
panies  and  prevent  unscrupulous 
financiers coming into the field merely 
for  the  purpose of  cornering  the 
company and using its funds. I think 
that it will be very valuable power 
and I hope it will be exercised with 
great care.

I pass on to clause  409.  On this 
section there has been a ^nd debate 
on  whether we should have  ad
visory body or  a statutory body.  I 
am not ux  favour  of a  statutory 
body, and although this is going to 
be  an advisory body,  I should only 
like  to suggest to the hon. Minister 
that since so much power has been 
given to the Government  and since 
they have tp consult  the  Advisory 
Conmiission on so many  occasions, 
there is need for a reviewing autho
rity.  When the Capital Issues Com
mittee rejects certain applications  or 
considers the advisability of sanction
ing  capital issues for certain indus
tries, the last word has not been said. 
There is a Reviewing Committee over 
which  my hon. friend Pandit  H. N. 
Kunzru presides  and he submits  a 
report on how the discretion has been 
exercised by  the  Gk)verrmient  and 
that Committee.  I, therefore, suggest 
that  the Government should consider 
the  advisability of having a revitew- 
ing  commission that can advise  on 
how discretion  has been  exercised 
both by the Government and by the 
Advisory Commission.  This must be 
taken i*nto account before the  report 
under clause 631 is submitted. It  is 
important that we should have some
body  to  review the  discretion  of 
both  the Government and̂the Advi
sory  Commission and  when  these 
matters are brought to the notice of 
the public by the reviewing commis- 
s}<on,  it would be a valuable check 
on executive discretion.  It would also 
help the  legislature to  understand 
how certain . problems of  company 
management had been dealt with and 
how  the discretion had been exercis
ed  and what factors had been taken 
account of by  the executive.  Since
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undoubtedly  in the Company Law, 
as it  has  been drafted, and as it is 
litkely to be i>assed,  there Is a large 
margin for subjective judgments be
ing  exercised,  I wish that as far as 
possible Government should consider 
the advisability of having at least  a
• reviewing commission for the purpose 
of  finding out how far such Judg
ment is exercised effectively.  I think 
the  whole matter  as to how  far 
advice tendered has been taken into 
account will be analysed by the re
viewing  body  which  will have  to 
make  its report  available  to  the 
Government.  Parliament would be in 
a  better posiJtion to watch and know 
how the Act is being  worked, how 
the  department  has  been  bound 
by  advicfc tendered  and  in  what 
respect the Advisory Commission it
self has not exercised its  Judgment 
properly.  I hope the hon.  Minister 
would indkrate to the  House briefly 
the con?;i(itiiations which weigh v/itt) 
him in either accepting or rejecting 
this suggestion.  Should he decide  to 
accept my suggestion of having a re
viewing commission,  I think  when 
the time comes  for me to move  an 
amendment  to clause 631,  I shall do 
so  and 1 hope at that stage the hon. 
Minister will accept my  amendment.

Shri G. D. Somani:  During  the
short time at my disposal  I would 
like to confine myself to clause 407. 
The section as it stood before was had 
enough but today the  Government’s 
amendment had made  it  definitely 
further worse.  I have heard a good 
deal of arguments which hon. Mem
bers Shri Thomas and Shri C. C. Shah 
had to make about this clause.  I am 
also  aware of  the various  other 
arguments put forward and the strong 
feeling that exists in the House about 
the  system of proportional represen- ̂ 
tation.  I def’niteiv feel nevertheless 
that 'A is  detrimental to the smooth 
functioning of the  companies  and 
will do more harm than good to our 
corporate sector.

I shall now come to  the principal 
arguments.  I might recall  the refe
rences  that were quoted by  many

speakers the  other  day about  the 
speeches made by our present Home 
Minister'  P̂andit  G* B. Pant • and 
various ether distinguished Memberg 
of  the Congress.  My  hon.  friend 
Bansal had pointed out the other day 
the circumstances under wfc\ch  the 
Congress Party  put in this amend
ment  for proportional representation 
on that occasion.  I would also like 
to take this opportimity  of  inform
ing  the hon. Members  that I  had 
an opportunity of discussing this mat
ter  with <me of the leading spoKes
man  of the business community who 
had  played an active part im  sub
mitting the  viewpoint of the nationa
list  section of  the business  com
munity  at that lune.  I  unjierstand 
that  it was on the unanimous advice 
of  the  nationalist  section  of  the 
Indian business community that  the 
Congress Party in that year decided 
to  press  forward this  amendment 
about proportional representation and 
that  was for obvious reasons because 
at  that  time there was a  prepon
derance of British joint stock  com
panies  on the boards of which therfe 
were’  hardly  any Indian directors. 
It  was to make the door  open for 
Indian nationals to get into them, un
der  those special circumstances the 
business community  had  advocated 
that.  I can assure the  House that 
those very spokesmen of the business 
community  who  suggested  those 
amendments are now totally opposed 
to them.

Now coming to the suggestion that 
has been  made  about the  system 
being prevailing in the USA, I would 
only like to  submit that those  who 
were  making this suggestion on the 
basis of  something  prevailing  in 
other countries, conveniently  forgot 
certain things.

Mr. Deputy-Speaker: The House has 
already  accepted  this in  another 
clause.

Shri G. D. Somani:  I would only
take a few minutes.

Mr. Deputy-Speaker: I have no ob
jection but what is the meaning  of 
going into the general principles.



12687 Companies Bill  7 SEPTEMBER 1955 Companies Bill 12688

Shri G. D.  Somanl;  Government 
have now taken powers to* force any 
company to alter its articles to pro
vide for proportional  representation

Mr. Deputy-Speaker:  It is already
there in another clause.

Pandit Thakur Das BhargaTa: It is
directly in  this clause.

Shri G. D. Somani: The issue arises 
from the amendment that the Gk>v- 
ernment  have  moved  today.  The 
Finance Minister gave certain infor
mation about the system prevalent in 
America.  I would like to ask whe
ther in those States where this sys
tem is prevailing they have got such 
wMe powers as we have under  the 
present Bill.  I refer to clause 234 
to  250 about which one of our senior 
Members,  Pandit Thakur Das Bhar- 
gava  pointed out how sweeping and 
wide  powers  had  been  provided. 
There are then clauses 396 to 402. AU 
these clauses give more than  ample 
protection to the minorities for  any 
case of oppression  or  mismanage
ment.  Our frifends who have suggest
ed  the incorporation  of this propor
tional representation have  not sug
gested  that these clauses should  go. 
They want that  all the restrictive 
clauses wherever they may be preva
lent,  in any  part  of  the  world., 
should be pooled together and incor
porated in  our  present  Companies 
Bill as if our Bill should be a model 
so far as the question of restrictions 
and inhibitions are concerned.

I have got here two  issues of Lon
don Economist which  says something 
about the system prevalent in Ame
rica.  The issue of London Economist 
dated March 26th says:

“The chairman of Montgomery 
Ward,  Mr.  Sewell  Avery, has 
called upon the Senate Banking 
Committee to investigate the ‘in
board of directors.  In a series of 
Mr. Loi'i.s Wolfson to gain C'jn- 
trol of  the  giant  mail  order 
company’s  ribh  reserves.  Mr 
Avery is anxious that a full dis

closure regarding Mr.  Wolfsoo*! 
financial backers and his claim, to 
control.  500,000 shares of Ward 
stock be made available  to the 
company’s shareholders before the 
annual meeting next month.”

In May 21st issue of this journal, a 
report about the proceedings of this 
meeting was giJven and it says:

"The great battle tor oontinô 
of the Montgomery Ward  mail
order empire ended in an incom
plete but unquestionable victory 
for the challenger,  Mr.  Louis
W olf son........■........Mr.  Wolfson's
chief difficulties,  however,  may 
originate from  Congress  rather 
than from his  opponents on the 
board of directors.  In a series of 
hearings beginning on May 26th, 
a  sub-committee  of  the Senate 
Banking Committee, with Senator 
Lehman in the chair, will investi
gate the  entire  mechanism  of 
proxy fights......”

The report ends;

“It is in̂roxy battles and conv 
pany mergers that many observer* 
see  a greater danger to stability 
than in ordinary (̂rations on the 
stock exchange.”

This is what is happening in Ame
rica.  Proxy battles are going on for 
economic control of certain ittnportant 
companies.  If our elections of direc
tors  to the companies are not to be 
converted ;into political battle fields 
then it is highly desirable that this 
power whifch the  Government  are 
taking should be exercised with due 
restrzunt.  We have  no dearth  of 
mischief-mongeife who will now  be 
busy with canvassing vot6s from tht? 
iU-informed and unintelligent share
holders and it  quite possible that 
the  Government may be flooded with 
applications  from  these  interested 
parties  to  get  themselves  anyhow 
into the boards of various companies 
and a genuine difficulty will be creat
ed  in the  functionitag  of various 
companies.  As it is, so far as the in
terest  of the company , is concerned 
the majority directors have as much 
interest and they  lose much  more
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than  the minority section if  they do 
anyth.*ng against  the interest of the 
company.  So tar as the risk of the 
majority  party doing  anything  to 
support their self-interest is concern
ed,  there are now more than enough 
and adequate provisions in the Bill 
as  it stands to ensure that no such 
abuses will be allowed.  I, therefjre, 
do not  see the s.igntest just *ticatxOn 
lor going  beyond the  clause as  it 
sKod before.  But, if the Government 
are now  anxious  to take  further 
powers  I will only end by expressing 
the hope  that utmQst restraint and 
caution  will be exercised in ensuring 
that  no undue advantage  is taKen 
wh.th will interfere with the day to 
day smooth working of the companies.

Mr.  Dcputy-Speaker:  Now.  five
minutes for Shri U.yM. Trivedi.

Shri U. M. Trivet: Sir, I should get 
more time but I will take  only  five 
minutes.  I will remined you of your 
words that  those  who  were in the 
Jo’nt Committee should not be called 
first.  On  this  group  of clauses 9 
Members who were in the Joint Com
mittee  have  spoken  whereas others 
have not  been allowed.  Any how ..

Mr. Depaty-Speaker: Was Shri N. C.
Chatterjee in the Joint Committee?

Shri U. M. Trivedi:  He  was, Shri
C. C. Shah was,  Shri G. D. Somani 
was, Shri Tulsidas was, Shri T. S. A. 
Chettiar was and so many others were 
there.

An Hon. Member: Anyhow, you take 
only five minutes.

Shri U. M. Trivedi: The hon. Member 
need not dictate; it is for the DepuLy- 
Speaker to say so.

Anyhow I will not take longer time 
and I will do my best in this respect.
I would not have even risen  to  say 
something,  but  I  heard Shri C. C. 
Shah speak of the  absurdity  of the_ 
amendment' No.  1123  and that has 
prompted me to say something.  When 
he opened  his speech i thought  tha* 
something woftald coms out of it. He said 
that there are advantages and disad
vantages of providing a statutory body

and then I expected that some of the 
disadvantages would be narrated to 
this House.  But, I find that the whole 
thing was empty and except for  thê 
dogmatic speech that he made, giving 
h.s v̂ews that this is bad, that is bad 
and so on, he said nothing about the 
disadvantages.  I for one as a lawyer— 
and he also is a  solicitor—feel  that 
there is a very  great  advantage in 
always providing for a statutory body. 
To an average man this statutory body 
always sounds to be an honest body; 
this comm’ss.on business is always a 
hush-hush.  Anybody can approach 
this commission.  Any good capitalist, 
richman, any influential person or any 
party boss may go and feeil them to do 
this, that and so may  other  things. 
But, in the  case of a statutory body 
nothing of this kind is likely to take 
place.

Then there is another thing.  An ex
perienced man like Shri  Gadgil also 
said that conventions will grow and 
with those conventions  we  will be 
able  to  achieve  that  which  we 
cannot  achieve  by  vir;,ue  of  this. 
Act.  I say,  what wrong is there in 
making  a  law  instead  of  depend
ing  upon  conventions.  The  days 
of  fictions  are  gone.  We  used  to 
read the judgment of the Privy Coun
cil formerly and the Privy Council used 
to say at the end of a judgement: “We 
humbly advise Her Majesty to do like 
this”.  But, that advice ŵs always 
accepted in fuU.  However,  in  this 
particular  instance there is  nothing 
wrong in our departing from those fic
tional powers.  We must have statuto
ry powers, actual  powers  and well 
defined powers. Instead of that we are 
making  provision  to  have  some 
fictional powers.  I do not quite know 
whether any catch lies or whether we 
are afraid of facing the very autho
rity which is also recommended by the 
Company Law Committee.

I am takir.̂ a bit of your time, but 
I shall refer to page 194 of th’s Com- 
•pany Law Committeês Report which 
says:

**We suggest that the  statutory
authority may be called -The Cor
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porate Investment and Administra- 
vtion Commission”, and should be 
located at the headquarters ot the 
Central Government. We  have 
suggested this name  because we 
wish  to focus attention on two 
major aspects of the Commission’s 
work.”

It is to these things tha* I-very per
tinently want to refer.  The reoort 
goes on to say:

"‘We shall presently describe the 
functions and the duties that we 
propose to  entrust  to the  Com
mission,  but may anticipate our 
recommendations on th’s point by 
point ng out that in our view, the 
functions* of the propcseJ Commis
sion should  be not  merely  the 
administration of the matters that 
arise out of the working of joint 
stock companies under the Indian 
Companies Act,  but  should -also 
include the maintenance of a close 
and continuous watch over the in
vestment market from the earliest 
stage of the promotion of a com
pany to its management and final 
dissolution.  These comprehensive 
functions  should,  we think  be 
•eflected  in  the  Commission's 
name.”

I am not very much enamoured of
the name.  What I say is when these 
two aspects of the case are taken into 
consideration and when the  powers 
that are given here are also  looked 
into comprehensively, we find that at 
every stage we have got the  interfe
rence of the Central Government pro
vided under this law so much so the 
whole of the Appendix VI gives us all 
the various clauses under which the 
Central Government has to be refer
red to.  Our clause 410 here provides 
thf d itie*5 of the  Advisory :*ominis- 
sion.  t̂ says:

“It shall be the  duty  of  the 
Advisdry  Commission to inquire 
into  and  advise  the  Central
Government.—

(a)  on all applications made to 
the Central Government under sec
tion 258, 259, 26ft........."

I do not know what application can 
be made under sections 259 and 266 
and it must be by some mistake that 
these have been put in.

Shrl C. C. Shab: There is an amend
ment to omit these two.

Shri U. M. Trivedi: You might have 
moved an amendment but I am reading 
the Bill as it is.  What I say is that 
kvtien you have not been c-ueful erough 
to  look  into  thii,  you  are  likely 
to commit smiilar type of niistakes. So, 
my submission is that when you make 
this law and when you have still got • 
the power to make this provision that 
a statutory body must be there, if you 
are still afraid of it, provide for some 
other appellate authority in all cases. 
Today we have got the  Constitution, 
There is still a vacuum in the provi
sions  of  this  Constitution  whereby 
certain powers of the Supreme Court 
are not yet exercisable.  Why not give 
those powers to the Supreme Court to 
decide  if there  is ̂ anything  wrong 
in the way in which the advisory body 
may  decide  this  particular  thing? 
Then we will have complete faith in 
the  decisions  that are taken by the 
advisory body.  It is quUe right for 
us to say, as Shri Gr>dgil h-as put it and 
I  think  he  is  right—̂perhaps  our 
present Finance Minist̂ a very able 
man that he is may not be guided by 
the  considerations which  guided the 
very experienced and honourable Shri 
Gadgil—that the Minister would first 
take the advice of the Secretary and 
act according to the advice of the Sso 
retary setting aside the  advice of the 
advisory body.  It may not be so in 
the case of the present Finance Minister 
and he may not̂ o so.  But there is 
every chances and there is some truth 
in what Shri Gadgil says that ‘he will 
be guided by those persons who consi
der themselves some sort of supermen 
and are not guided by the intelligence 
of others and act in a manner caring 
little for this merely advising  body. 
They  are  bound to act in a manner 
which will bring their own intelligence 
to bear upon it  and they wiU set  at 
naught what advice might navo neeu 
rendered
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Now, in the pfrovisions, as they stand, 
there is not even a mention as to whe
ther they wHI be persons holding oiBce 
temporarily or  permanently.  There, 
there is not even a time-limit  fixed. 
Under these circumstances, the persons 
who are there wiU work in a most per
functory manner, and such vast powers 
are to be  wielded by such  persons. 
So, there is nothing wrong in creating 
a body which will have control over 
the functioning of the  whole of this 
company law.  Shri C. C. Shah  was 
kind enough to  point  out that  my 
amendment No. 1123 does not go very 
far.  I will ask him to read the whole 
of it.

Mr. Deputy-Speaker: It  is  in the 
Order Paper and he wiU read it.

Shri U. M. Trivedi: He did not read 
the whole of it.  I think the Chair ia 
looking at the clock and therefore, I 
wiU not waste any more time.  When 
you read this amendment No. 1123, you 
ought to read  sub-clause  (3) of  it. 
Sub-clause  (3)  casts a duty on  the 
Commission “to  determine in  which 
case the powers of inspection and in
vestigation should be exercised under 
sections 234 to 250 of the Act”.  Then, 
there is the statutory duty to supervise 
the winding up  proceedings of  com
panies.  Then again, there is the sta
tutory duty to study the balance-sheets 
and profit and loss accounts of compa
nies and then to pass such orders  as 
will be necessary and incumbent upon 
them.  It will not be sufficient for us 
to frame rules and then frame a further 
safeguard that those rules of appoint
ment of those people and the exercise 
of the powers by the Advisory  Com
mission must  be placed  before  the 
House and then the  report will  be 
placed before the House and then we 
may have an opportunity of discussing 
the post-mortem thing.  There will be 
no end ̂  it.  We may, of course, have 
a satisfaction of abusing some persons 
or we may have the  satisfaction  of 
saying that this judgment  was not 
rtglit, or that the ̂Imlstry did not act 
very wisely or prudently in this matter

and all that.  But that would not ̂ ve 
any satisfaction to those persons whose 
rights will be effected by the exercise 
of certain powers and for which they 
would have no  remedy.  I  therefore 
say that even today it is not very late 
for the Government to consider  this 
proposition of having a statutory body.

Shri C. D. Deshmiikh:  It  is quite
obvious that out of all the matter* that 
have been discussed today, by far the 
most important is  this  question  of 
Advisory Commission.  I do not use 
the word ‘statutory* or ‘non-statutory* 
Commission  because we are creating 
the Advisory Commission by statute. 
Therefore, there is no question of the 
word ‘statutory’,  I cannot'understand 
the difference between statutory and 
non-statutory in the context in which 
hon. Members have been using these 
words.

Mr. Deputy-Speaker: They did not 
know for how long it will work,  the 
terms, etc.

Shri C. D. Deshmukh; I am coming 
to that.  While I was away, you said 
that these matters about terms, tenure 
and so on can be provided for in  the 
rules, and so k)ng as these things are 
provided for in the rules, then, it is as 
good as part of the statute.  It  is  a 
delegated statute.

Pandit Thakur Das Bhargava:  It is 
a statutory Advisory Commission.

Shri C. D. Deshmukh: It is a statu
tory Advisory Commission and it is an 
Advisory Commission.  I really think 
that no further discussion is necessary.
I am  very sorry that Shri N. C. 
Chatterjee was not present when the 
previous discussion took place.  I have 
no doubt  that he has studied the 
record  of that discussion, because I 
pay the greatest respect to his views 
in view of his special experience. I pay 
respect, of course to  the views of all 
hon. Members—I do not wish to make 
an  invidious  distinction—̂but,  as 
Shri Chatterjee has very special ex
perience in these matters  I  should 
have liked to agree with him, but I 
really think that the scheme, he  is 
advocating is not a practicable one.
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Reference has frequently been made 
to the Bhabha  Committee’s  recom
mendations.  As one hon. Member 
pointed out, they were not so one-sided 
as hon. Members think. What is more 
important is that Mr. Bhabha himself 
has been the Chairman of an Advisory 
Commission which for the last three 
years has been advising the Govern
ment, and therefore, he may be said 
to  have  accepted  the  scheme of 
things—it may be in his personal capa
city—which is embodied in  this Bill.

I am quite certain that hon. Members 
would like to know what exactly the 
experience of this Advisory CcHnmis- 
sion has been.  Pandit Thakur  Das
Bhargava sidd that he hoped that  at 
least in 99 per cent of cases the advice 
of the Commission would have  been 
accepted.  In other words, he would 
not mind if their advice was departed 
from in one per cent of cases.  As a 
matter of fact, we have departed from 
their advice in -005 per cent of cases. 
In  other  words, in over a thousand 
cases whicll have been handled by the 
present Advisory Commission during 
the last three years, we can recall only 
one  case  where  "Government  did 
not accept the recommendations of the 
Advisory  Commission  in  the  form 
in which it was made and there was 
a special reason for it  It was a ques
tion of change in the managing agency 
and we pointed- out that as we were 
approaching the days when the  Bill 
would be discussed in the House and 
as there was a provision that a manage 
ing agency, in certain  circumstances, 
may be changed—the transfer of  a 
managing agency by  special  resolu
tion—we had better now adhere to the 
scheme which was  embodied in the 
Bill rather than take an ad hoc deci
sion 5tnd that was our only reason for 
departing from their advice.

Pandit Thakur Das  Bhargava:  It
was wrong that I said 99 per cent.  I 
should have said 100 per cent or 99-9 
per cent recurring.

Shri C. D. Deshmukh: I thought on 
lhat point  I could  catch the  hon. 
Member out.

Pandit K. C. Sharma:  What is the
percentage of acceptance where  the 
Secretariat differed from  the advice 
of the Commission?

Shri C. D. Deshmukh; The Secretary 
was not a member of the Commission. 
There were three members: one was 
Mr. Bhabha. Another was one of the 
Oeputy-Govemors of the Reserve Bank 
and the third was an ofllcer who had 
previous experience of the working of 
this Committee and had special ex
perience of  this matter.  That  was 
the Conmiission.  Therefore, as I said, 
in this particular case there was a very 
special reason  connected with  the 
language of  the Bill as  introduced 
later in the House.  So, I think our 
record is extr̂iely ôod although  I 
cannot agree that therefore it follows 
that in cent per cent cases we  shall 
follow the advice of  the  Advisory 
Commission.  I should say that the 
chances are that in almost aU cases— 
I should not like to mention a per
centage—̂we shall be guided by the 
advice of the Advisory Commission.

One must remember, as I think you
Sir, pointed  out, that after all,  the 
responsibilities  of the  Minister  are 
different from the responsibilities of 
a  body of experts. One cannot  have
it  both ways.  One cannot say  that
you  had  better be  guided by  the 
advice of experts-  Experts have their 
uses but they also have their limita
tions.  We have not yet quite decided, 
and I think rightly, with  any preci
sion as to what kind of people should 
constitute the Commission.  There is 
an  amendment  here which I hope 
will not be accepted by the House al
though  I accept it ki principle.  As 
a  matter  of  fact,  I have  in  my 
pocket  a paper where  I put  down 
my own ideas as to what the Commis
sion should consist of,  and it Is over 
a  large field.  I read it out, not as a
commitment  but to show  you  the
idea that struck me.

Shri M. S. Gurupadltowamy; It is in 
your pocketl
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Shri C. D.  Deshmukh:  It  taUys
more or  less with the  qualification 
mentioned by  the hon. Member  in 
his  amendment,  and  these  results 
have been arrived at by a process of 
independent thinking.  I  might  say, 
firstly—it is almost  thinking aloud— 
that there  should be a  whole-time 
chairman  who would be  either  a 
public man with a legal  background 
jand possessing sufficient experience 6f 
finance and commerce or general ad
ministration, or, i*f I cannot get  cne— 
because most public  men like  that 
arc actively  in politics—I should like 
a  person of the status  and standing 
of  a high court judge with extensive 
Judicial experience and possessing  a 
general Icnowledge of business matters. 
I  should like someone, a senior mem
ber of  the  accountancy  profession, 
may be either an ex-officio president 
of  the  Institute  of  Chartered 
Accountants  or,  if  regional 
considerations have to be borne in 
mind, as they  should  be,  someone 
who is suggested by that body. Then 
I thought there should be one repre
sentative of the business community. 
That is going to be difficult, because 
he would have to refrain from taking 
part in certain decisions....

An. Hon. Member:  What about  a
retired businessman?.

Shri C. D. Deshmnkh: Of course, ii 
there was such a person  as  retiretl 
businessman—I do not think there is 
such a person—̂it would have  been 
the best choice. I have known other 
PTOple  to retire, but  I have  not 
'known of a businessman retiring. But 
nevertheless We shall make an effort 
to  keep a man who may be said to 
be  capable of representing the  busi
ness world.

Mr. Depaty-Speaker; You may con
sider a businessman who has got  a 
son over 35 years of age who is look- 
ttiS after the business, the father him
self  rarely getting into the business.

Shri C. D. beshmukh; They either 
reside in a holy place or take part in 
politics. Even then they do not really 
remain idle.  ’

I should think that a representative 
of shaMholders is necessary on a body

like  this;  whether  he  shculd
come  through  the  Stock  •
change  or  through  the  share
holders’ Association. I do not  quite 
know. But one person shou’d be of 
that kind.  Lastly, I think we shoula 
have  a  representative of organised
labour, because, after all, it is amply 
clear here that labour is affected from 
time to time by the various decisions 
that are  and will  be taken  under
these powers.  That is what I think
the Advisrry Commission would be. 
They would be all experts and each 
one will have his own point* of view. 
It  will be for the  Minister to  co
ordinate all  those  points of  view. 
Probably in some  cases he will find 
that, since the Advisory Commission 
will have ex-hypothesi agreed  on his 
recrmmendations,  there would  have 
been already a fusion, a synthesis, of 
all the points of view of those respec
tive experts.  Nevertheless,  as  some 
hon. Members have pointed out,  the 
Minister is  the link' between  that 
Commission and the Parliament  and 
I cannot imagine how hon.  Members 
are suggesting that there should be a 
commiss:v>n with powers which  are 
completely independent of the Minis
ter.  It will then mean that indirectly 
they want a commission which  will 
be independent of themselves, that its 
to say, the  Parliament.  In  other 
words, it seems to me that under ano
ther  name,  what * they  want to 
create is a  Company  Law  Special 
Court. There are matters which ought 
to go to court which we have indicat
ed here in the Bill; but in these other 
matters I am certain that there is no 
room for  court.  In  other  words, 
these matters are not juridical; they 
are not capable of that kind of  fine 
precision.  For  instance,  the  word 
“usually” is used in connection with 
many of these clauses; so also are the 
words “public interest” or “national 
interest”.  I say that it is (a) for Par- 
lifement and (b)  for the  Minister# 
who are responsible to Parliament to 
decide from  time to time  what  Is 
national interest  or what is  public 
m̂terest.  This is alt the more nece»- 
Fary in these days when one*s preva
iling philosophies  are xindergoing  a
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change under' the stress of develop
ments in this country and elsewhere. 
In other words, we  are living in  a 
fast moving age and it is impossible 
to crystallise all these and hand  it ‘ 
over to a commission of experts who 
have learnt their expertise in different 
fields.  They  cannot  possibly  be 
expected  to take  a comprehensive 
bird’s-eye-view of prevailing philoso
phies.  Therefore,  there should De 

that power left to Government to in
tervene,  trying  to _ interpret  the 
wishes of the Parliament i*n this mai- 
tdr, in the matter of economic policy 
or industrial policy.  Therefore. I am 
quite convinced that what we are try
ing to take is the best possible cour-se 
under the circumstances.  '

As I said, for the last three years we 
have already been hav:*ng an Advisory 
Commission and most of the matters 
which  We  have  been  referring 
to  them  fere  matters  which 
we  shall continue  to  refer.  to 
them, especially  because what  was 
once in the schedule in the  original 
BI*; is now being incorporated in the 
Bill i<tself.  I am having in mind some 
of these powers for instance, the pow
ers conferred by clause  408.  Some 
hon. Member  asked—I think it was 
Dr. Krishnaswami—why we were in
troducing it. My simple answer is that 
it corresponds to some section, I thinK 
sectlKin 86 (j) (ii), or something like 
that, of the 1951 amendment; and  I 
have given the reasons why we ought 
to make these temporary  provisions 
permanent. It is these powers which 
are going to be referred to the Advi
sory Commission for advice—increase 
in number of directors, increase ki 
remuneration of managing agent.ei- 
th_T before the commencement of the 
Act or after, approval of the appoint
ment of a managing agent.  This is 
undone. Now we have suggested that 
even the notification of an  itadustry 
under clause 323 should be done  by 
the Central Authority.  This is also 
one function which the Central Autho
rity has, in addition to these various 
other powers, to  discharge.  There
fore, we shall have to  constitute  a 
competent  and  weU-staffed  central

authority.  It is not as if one is exclu
sive of the other.  I have pointed out 
94 or  95 powers  which the  central 
authority  will  have  to  exercise. 
Out  of  these  powers  about 
15  powers,  with  the  deletion 
of these two clauses, will be referred 
to the Commission plus this  power 
under clause 323 plus any other mat
ters of policy that  we may refer to 
them.  What I foresee is that a body 
of case law will grow as a result of 
the close  working of the  advisory 
commission and the central authority. 
Both of them will  learn; we  shall 
learn to adjust our own ideas of re
muneration and  so on.  As I pointed 
out on a previous occasion, it will all 
depend on what kind of commission 
we have.  If ift happens to have rather 
conservative views in regard to remu
neration and so on, we may have to , 
have discussions with them, so  that 
one may revise one’s ideas of remu
neration.  If, on the other hand, they 
are ultra-progressive, one might have 
to say that it is better  to go  slow. 
Although there might be  discussion 
between the Minister and the central 
authority on the one hand and  the 
Advisory  Commission on  the other, 
what I expect is as a result of these 
discussions, a body of case law and 
philosophy will grow, and we  shall 
cojointly regulate the affairs of the 
companies in those respects which are 
in controversy today.

There was some reference made to 
the Board of Trade.  Although it was 
a pleasent reference, it has been made 
over and over  again and I think  I 
ought to give some details as to what 
exactly the Board of Trade is.

Mr. Deputy-Speaker:  Is there  any
body  of  persons  constituting  the 
Board of Trade?

Shri C. D. . Deshmukh: I am going 
to give; the detaiCs, because the House 
seems to be  interested in it.  The 
Board of Trade was originally set up 
at the end of the 18th century as a 
committee of the Privy Council.  It 
consisted of several members including 
the Archbishop of Canterbury,  who 
was  appointed  presumably  to look
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after the welfare of the people of the 
plantations.  That  was the  euphe
mistic name given to colonies in those 
days.  By the beginning  of the 19th 
century, i.e. by about 1800, the mem
bers had almost  ceased to function; 
till  about  1845  the  Presideni 
and  the  Vice-President  of  the 
Board functioned  as the only  two 
active members.  In 1845 the  Vifce- 
President of the  Board became the 
Parliamentary  Secretary  and since 
then the present constitution of  the 
board has continued almost imchang- 
ed.  The head of the Board of Trade 
is the President and he is an impor
tant member of the Cabinet ‘ He is an 
important member of the Cabinet and 
he ite assisted by his junior colleage. 
Therefore, the Board of Trade is  a 
department of Government just as the 
Treasury  is  another  depart
ment of Gk>'vemment  in the  United 
Kingdom.  It is  one of the  largest 
Government departments in the Unit
ed Kingdom and it has responsibilities 
combining some of the fimctions which 
in our country are now discharged by 
the Ministry of Finance, the Depart
ment of Economic Affairs and the new 
Department of Company Law Admin
istration, as well as the Ministry of 
Commerce  and Industry.  . The spe
cific responsibilities of the Board in
clude (a)  company law, (b)  insu
rance......

Shri A. M. Thomas: Insurance also 
comes in.

Shri C. D. Dedimiikh: (b) insurance 
but not banking; (c) stock exchange, 
(d) control over industries—not elec
tricity; (e) internal and external com
merce and cc«nmercial relations and 
(f) all  other  connected  subjects. 
I  won’t take the time of the House 
by gloving the actual organisation  of 
the Board of Trade.  Blut, it consists 
of the  Second  Secretary,  Overseas. 
Second Secretary, Home, the Princi
pal  Finance Officer under the Presi
dent, the Parliamentary Secretary and 
the Permanent Secretary.

Mr. Deputy-Speaker:  They are ali
Govemmant servants.

Shrf C. D. Deshmokh:  Yes.  Then,
under the Second Secretary there are 
various departments which I have read 
out  now.  There is  nothing to  be 
gained by those  who advocate  that 
the Central Authority should be like 
the Board of Trade.  That  argument 
is in favour of  the scheme whiteh  is 
advocated by the Joint Committee.

Shri M. S. Gunipadaswamy:  What
about America?

Shri K, K. Basu: Instead of Advisory 
Commission, change the name.

Sliri C. D. Deshmukh: I should now 
come to another  point in regard  to 
this, that is, the subjebts which have, 
at  the moment, been assigned to this 
Central  Authority.  There  are  two 
arguments.  One is that this is a new 
department which we are setting up. 
I  should not  like to  give out  the 
number of people in it at the moment. 
We have not yet organised  it com
pletely.  We have a chart just as the 
Board of Trade has a chart.  We shall 
require a large number of officers.  I 
do not quite know  how many  cases 
will come up.  I gave  as an instance 
that 2000 cases  have come up ifti the 
last 2 or 3 years.  Since we have now 
extended our  powers,  as one  hon. 
Member complained, it may be several 
thousands  more.  I  have given  an 
assurance to the House that we shall 
try to dispose of these cases as quick
ly as possible. Therefore, I am anxious 
that  I  should  not  over-burden 
this new department with responsibi
lities which can,  for the moment,  at 
any rate, be discharged in some other 
way.  That applites  to banking,  in
surance  and  certainly  electricity. 
Electricity  is not  even  under  my 
charge,  speaking  for  myself  as 
Finance Minister.

Mr. Deputy-Speaker:  Probably the
advice of Parliament is that the  hon. 
Finance Minister would do well  to 
take that also.

Shri C. D.  Deshmnkh:  On  the
ground that ilt is a question of power, 
yes. What I meant was that the very 
reason which the hon. Member gave
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that there is the Banking Companies 
Act, there is the Insurance Companies 
Act, there is the  Electricity Act,  I 
said, thite is a very good argument for 
not bringing all of them, because* it 
has been found necessary not only to 
include porovisions here  which  will 
apply  to banking companies in the 
Company law, but also to have ether 
sets  of  provisions  contained  in 
another law, which means that there 
is division of functions. Banking com
panies  and  insurance  companies
funttion  as  companies  so  far 
as  issue  of  prospectus,  board 
meetings  and so  on  are  con
cerned.  It is not our intention to in
clude them within the purview of the 
new  dep̂tment.  But,  so far  as 
credit creation* is concerned, I cannot 
imagine how the Company law  ad
ministration or an Advisory Commis
sion,  statutory  or  non-statutory,
would be able to do this, although the 
hon. Member had  the temerity  to 
suggest that  even  credit  creation
should be given in the charge of this 
new department. I say that this is  a 
most inadvisable course of action to 
take.  We have the  Reserve  Bank’s 
advice on the matter.  It ha«  many 
complicatitons.  Similarly  with  insu
rance.  It has also connection with
the  economic life  of the  country, 
with the generation and collection of 
savings and so on.  These are matters 
with  which  the  Company  law  is 
concerned.  If we want the Company 
law department to be specilalists  in 
the  matter,  I think  it is a  wise 
course  not to  over-burden it  with 
responsibilities  which  can be  dis
charged  better  by other  specialist 
organisations.  So long as the Minis
ter îs  the head of this department, 
barring electricity but not power, one 
may be quite sure that we shall find 
out wa3TS to  co-ordinate the  work. 
That is what the Minister is for.  It 
is only now that the Economic Affairs 
Ministry has been split up.  Suppose 
I had said that this department wiH 
be ki the Economic Affairs Ministry 
under  one Secretary,  the  question 
would not have arisen, because in ad
dition to Company law, banking, in
surance, there is  foreign  exchange, 
planning and  various other  things. 
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But, because we found that it will be 
too much work for the present Secre
tary of Economic  Affairs, we  have 
created a new department and have 
appointed a new Secretary.  That is 
our reason for excluding these things 
from the purview ci the  Central 
Authority or Central department.  1 
think I have  covered most of  the 
points  made by hon.  Members.  I 
have given the assurance which was 
asked of by me and therefore I am 
unable to accej?t any amendment.

Dr. Krishnas/wami: What about  a 
Review Commission?

Shri C. D. Deshmukli: I come now 
to the last point  about the  Review 
Commission.  This is almost as bad as 
the other thing. That is just like ask
ing for conditions of divorce when a 
marriage is being arranged.  As hon. 
Members said, we havp not yet started 
our work. After all, a review is neces
sary.  But, one does not review be
fore one starts woricing.

Shri A. M. Tliomas: But the law of
marriage also provides for divorce,

Shri C. D. Deshmukh: But not an
individual act of marriage.  I say that 
there will be plenty of time for us to 
consider whether we should review or 
not.  By what channel that  review 
would come, I cannot  say.  I  hope 
that Parliament will be taking a con
tinuous interest not only in the rules 
and regulations, but also in the  re
ports that would be put out by  the 
Central Authority and then they might 
suggest that a  review be made.  It 
may be made in three years’ tiJme, or 
five years.  There is nothing to  be 
gained hy providing a statutory com
mission that there  shall be a review 
in this matter any more than in any 
other activity of the Government. We 
are êquently  appointing  Commis
sions.  For instance in taxation.  I 
have a Finance Act every year.  Do 
We have a provision  there that this 
shall be reviewed during the course 
of the year?  But a time comes when 
it is necessary to review the taxation 
structure. ^

Dr. Krishnaswaml:  In the case cf
capital issues, there is a review  by
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a Reviewing Committee over which 
Pandit H. N. Kunzru presides.

Shri C. D. Deshmnkh: That is cal> 
led  an Advisory  Committee.  It  is 
not a  Reviewing  Committee.  That 
committee meets once in three months 
to  discuss policy aspects of this mat
ter.  It is not the same kind of review 
as the  hon. Member  has in  mind. 
What 1 have in mind is a very much 
more  comprehensive review and  in 
the fullness of tiJme, I have no doubt, 
that we shall have to make it.  I be
lieve that  that exhausts most of the 
points which were made in regard to 
this Commission.

Then, I come  to the  question  of 
labour reirresentation either on  the 
directorate or while the assets of  a 
company are being  transferred and 
so  on. I have every sympathy with 
the point  of view urged by the hon 
Member and I know that he is quite 
an expert almost in the affairs of tea 
companies.  I am a«lso aware that they 
are  being transferred  in the sense 
that  their assets are being purchas
ed.  I have no doubt that there have 
been cases where the new owners of 
the  assets or the transferees of  the 
shares  have insisted on  dismissing 
certain  pe(̂le.  That is where  the 
shoe must have pinched.  Neverthe
less,  I feel that this matter ought to 
be  considered  ito  connection  with 
labour legislation.  If the present In
dustrial Disputes Act does not contain 
a  definition or does not contain pro
vision to  look  after  this state  of 
affairs,  then, Just as it is cpen here 
to  do  something, some kind of pro 
vifiiton  can be made and would look 
more appropriately a fitting part  of 
labour legislation.  In any case,  this 
is  a matter  in which I  must  take 
counsel with my colleague here  the 
Labour Minister and Government will 
have  to consider this matter.  I am 
not in  a position to  say yes or not. 
I  cannot  say yes.  But  I am  not 
rejecting it finally.  There is difficulty, 
there  is necessity  for labour to  be 
represented  somewhere.  It may  be 
that part of it may come h§re.  For 
iDstance if a  final decisioa  is  lor

labour representation, I have no doubt 
that  would have to be implemented 
by amending the Companies Ad  So 
far  as transfer  of  assets and  em
ployees interests, etc., are concerned, 
it  will come as j?art of some other 
Act.  That  ite  why  I  lesisted  the 
amendments of hon. Members although 
I  accepted in  general the  principle 
that labour  should be  regarded  as 
entitled to some kind oi  representa
tion  and they must continue to have 
a living interest in more  than one 
sense  so  to  speak  in  the  proper 
management of companies. Therefore, 
I  am not opposing the spirit  of it.
am declaring my inability to a.'cept 
such amendments here as part of the 
Bill which we  are discussing.  Then, 
that leaves the third important point, 
that is  a*bout clause 407.  I have, in 
the course of my intercessions, already 
removed some of the difficulties which 
hon.  Members  have  felt,  as  for 
instance Shri Chatterjee.  Shri Jhun- 
jhunwala again referred to it.  I am 
quite clear in my mind that (a) we have 
accepted the principle that it may be 
a  good thing for a company to have 
proportional representation, and (b) if 
we come across a case of  oppression 
of a minority, then one should con
sider what kind of steps one should 
take.  It may be that one would  be 
content with the  appointment of two 
Government directors without  goiing 
to  the expedient given in the proviso, 
that is  to say  even in a  company 
which has no rule of proportional re
presentation.  But one may come  to 
the conclusion that  the circumstances 
indicate that it is because of the way 
in  whitih shareholders are represent
ed  in this company that the oppres
sion  of minorities is taking place  in 
which case  Government may  say: 
“Well, we won’t proceed now except 
as an interim measure to appoint two 
Government directors, but we would 
like  you to adopt this system of pro
portional representatiton,  so that we 
may see  that by the  representation 
of the minorities, the oppression  of 
the minorities ceases.” But, as I point
ed  out,  even in such  compeiJea 
there may be mismanagement of fbm
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affairs  of  a* company  not  neces
sarily  implying  the  oppression 
of  a  member  or  members, and 
in  that  case  obviously,  this 
remedy has ceased to be effective, or 
is  not expected  to be effective,  and 
that is why as the law stands and as 
I  read it, we still have the power to 
appoint  Government  directors,  be
cause that limit is only three  years 
at a time.  I cannot say the occasions 
might  multiply, although one hopes 
that  in  the  same  company  there 
milght not be such occasions, but  if 
such an occasion were to arise,  then 
it would be open  to us to  appoint 
Government  directors  even  where 
there  is a  scheme of  proportional 
representation,  not because  perhaps 
minority inter«sts are being neglected, 
but  because the affairs of the com
pany  are mismanaged and in a way 
which is prejudicial to the interests of 
the company.

Now that I am on this clause, there 
is  some small......

Shri K. K. Basu:  Shri Jhunjhun-
wala put it this way.  If you want to 
introduce proportional representation, 
subsequently is it open to the Govern
ment  to resort to  the other  provi
sion also, namely to appoint Govern
ment  directors?  Accorditag  to  me 
you can, but I think he has doubts.

Shri C. D. Deshmukh: I have already 
said that  according to me also  we 
can.  That is to? say, there is nothing 
to  prevent it.  All that the proviso 
says  is  if in lieu of this, that is  to 
say the existence of that remedy is 
not barred.

Shri A. M. Thomas:  But I  think
Shri C. C. Shah’s point was different, 
that it is alternative.

Shri C. C. Shah; That is the  same 
point which the hon. Finance Minister 
is making.  If there is a company  in 
which there ife already  proportional 
representation, even  then there  may 
be  a case for the Government to ap
point two Government directors.

Shri BL K. Basu: Suppose in a parti
cular company in 1955 you decide that 
there should  be projportional  repre

sentation  and you give three months 
time.  Four months  hence you get 
some facts which may not be opprê 
sion  of the minority,  but something 
whiteh is not in the interests of  the 
company.  Then, is the  Government 
competent to utilise the power to  ai>- 
point two directors?

Shri C. D. Deshimikfa: I am main
taining that Government is  comipe- 
tent.  That is what I am saying.  The 
only thing is that the other remedy, 
even if it was a misconceived remedy 
for  dea-li*ng with  such a situation, is 
vacated  because you have  already 
adopted  proportional  represOTtation. 
Therefore, one would be  left witji 
only one power, and that is appoint
ment  of Government directors.

There is some small point  about 
“part of members*’. The actual word* 
ing  here in the English law is “some 
part”,  not “part”, and I have looked 
into the Oxford dictionary.  It  says 
“part” means some but  not all  ol 
things or a number of things; a»d the 
other meaning ite portion of animal 
body like  the part of a man and so 
on.  I do not think therefore it  is 
very good drafting to  use the word 
“some part’̂ and although it Is used, 
that  is not the word which is in hon. 
Member’s  amendment, and I  think 
our wording is quite clear as one hon. 
Member said. First an applicaticn will 
be  received on behalf of the specified 
number of people or  people having 
a  specified  range of  interest....not 
range, but  a size of  interest,  and 
therefore,  there  is  no  danger  04 
frivolous cases being brought up.

Shri A. M. Thomas: But the words 
used are “any members”.  Is it good 
English?.

Shri C. D. Deshmukh: Oh, yes. Any 
matters can be discussed.  So, “any 
matters” is very good Engliteh.  1 -do 
not quite understand the  difficulty, 
but “any member or members”......

Shri A. M. Thomas:  Usually, “any
member”.

Mr. Depaty-Speaker: The hon. Mem
ber’s point is  that it is in  singular 
and therefore it must nbt be follow
ed by a plural.



12709 Companies Bill 7 SEPTEMBER 1965 Companieg Bill  J2JI0

Sliri C. D. Desbmakh: I can refer 
to any number of books.

M r.  Deputy-Speaker: “any number 
of books” is all right.

Shri A .  M .  Thomas: I do not think 
“any books”.

M r.  Deputy-Speaker: It quaUfies the 
word “number”  which ite  singular. 
*‘Any  number  of  members”  is 
different  Not “any members”. Any
how, we are not very particular.

Shrl A .  M .  Thom as; The  words 
used are “any members”.

M r.  Deputy-Speaker: Any or all.

Shri  C.  D.  Deshmnfch; I think “any 
members” is permissive, is permitted.

Mr. Deputy-Speaker:  Why not use
the singular “any member”?  “Mem
ber” includes the plural also.

Shri  A .  M .  Thom as: Having regard 

tO' the purport, it will not be correct.

Shti  C.  D.  Deshmukh: Oppressive to 
any member of the company.

D r.  Krishnaswam i: Any member or 
members.

Shri  Tulsidas: That is not correct.

M r.  Deputy-Speaker: Any member 
or members.

Shri A. M. Thomas: A group is con
templated.  For that “any member*’ 
will not be enough.

Shri Tnlsidas: It is not  intended
for one member,

Shii C. D .  Deshmukh; Since it is a 
purely drafting point,  ift may be that 
at the last reading we might be able 
to -devote a  little more attention  to 
the grammar of it and we might  be 
able to  bring a  small  amendment 
perhaps.

Shri  Kam ath: Why not have “some 
member or members”?

Shri C. D.  Deshmukh: So,  I have
dealt with  three of  the  important 
matters  that were  raised by  hon. 
Members.  There are  various  other

small points in resx>ect»of which I say 
I am imable to accept  the  amend
ments, Hor one reason that sometimes 
they are not necessary, like  amend
ment No.  1108 to clause  392.  We 
think that the amendment is unnece
ssary, because the disclosure of mate
rial interests must include  a disclo
sure of the  holdings of  shares by 

the members.

Then, in clause 393, I have  dealt 
with the question of employers as m 
matter for  legislation in a  different 
place.

Then, in the case of national inter
est I have made the general statement 
that this  is really not  a  justiciable 
kind of matter and the final dicision 
must be taken by Government.

Then there is clause  396—“conduct 
which is oppressive to any member in 
his capacity as director”.  My reason 
is that the analogy gifven by the hon. 
Member was not a fitting one because 
here  we were thinking of legislature 
and a reference to the Speaker, where
as what we are dealing with here i» 
reference to somebody  else  outside 
which is other than the central autho
rity, and I should say also thct  any 
oppression of a director might conciev- 
ably be constructively the oppression 
of members also because the director 
represents some of the members, and 
therefore I think that ife also a miscon
ceived amendment.

Shri  Kam ath: I admitted that the 
analogy was not on all fours with that.

Shri C. D.  Deshmukh: But I must
give my reason for not accepting, be
cause  hon. Members  seem to  have 
made a grievance that I have not got 
3n open mind in spite of the fact that 
I accepted one amendment of his, just 
to show my good intentions and open
ness cf my mind.

Shri A.  M .  Thomas:  Consolation

pdw.

Shri C.  D.  Deshmukh: I think  I

have finished now.

Shri  Tulsidas: What about  clause

410?
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Shri C. D. Deshmukh: I am sorry
there is one clause  about  which  I 
should like to say  something.  Hon. 
Member asked  why we were  taking 
the powers to amalgamate.  I would 
draw hite attention to the note which 
We  have given against clause 366 of 
the Bill as  introduced, and  I would 
also  remind him that the point was 
made belore the  Fiscal CommUMkm 

that amalgamation might be resorted 
to or might be necessaiy on  a large 
scale  in regard to protected indus
tries  in order to bring the cost  of 
protectibn  to the  community  to  a 
minimum.  Therefore, all I am saying 
is  that it is conceivable that  there 
are cases in which....

•

Dr. Krlshnaswami: You have  got 
power under the Industries Develop
ment Act, and in any case, a Bill can 
be  introduced  in  Parliament  for 
amalgamation.

Shri G. D. Deshmukh: Not for anuil-
gamation.

Shri A. M. Thomas: As we did for
the two steel companies.

Shri C. D. Deshmukh:  What  the
hon. Member  said was  that  steel 
companjjies were the only instance and 
that the matter ought to come. This 
is  a matter of direct legislation  and 
delegated legislation.  What we  are 
taking power is under delegated legis
lation,  having guidance in this mat
ter from the Act in regard  to those 
steel  companies.  And we  feel  we 
should be able to take care of it by 
executive consideration and a notifi
cation which  Parliament will  have 
occasion to see, because the notifica
tion will be laid on the Table of both 
Hou?es of Parliament  and therefore 
win be  subjected to  parliamentary 
scrutiny.

Shri U. M. Trivedi:  What  about
powers of investigation to the Com
mission?

Shri C D. Deshmnkh; I am not ac
cepting that amendment.  It involves 
a  different set  of measures  alto

gether and it is not a fimction whi«h 
the Advisory Commission has to per
form. ^

Shri Kamath: What about suo mottt
iwwers to courts under clause 423?

Shri C. D. Deshmukh:  Application
will cover both suo motu as well as 
on application; that is the view  we 
take.

Mr. Depnty-Speaker: We may start
from  clause  389.  There  are do 
amendments to clauses 389 and 390.

The question is:

“That clauses 389 and 390 stand 
part of the BiD.”

The motion was adopted.

Clauses 389 and 390 were added to
the Bill.

Mr. Depaty-Speaktt: To clause 391
two amendments have been moved by 
Government.

The question is;

Page 196. line 9—

for  “sub-secticm  (3)”  substi
tute “sub-section (4)”.

The motion was adopted,

Mr. Depoty-Speaker:  The question
is:

Page 196—

after line 20 add—

“The provisions  of sub-sec- 
titons (3) to (6) shall apply,  in 
relation to the appellate order 
and the appeal, as they apply 
in relation to the original order 
and tlje application.”

The motion was adopted,

Mr. Deputy-Speaker:  The question
is:

“That clause  391, as  amended, 
stand part of the Bill.*’

The motion was adapted.

Clause 391, as amended, was added
to the Bill
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Hr. Depaty-Speaker:  New clause
SftlA. The question is:

Page 196—

after line 20 insert:

“331 A. Power of High Court 
to enforce  schemes of arratnge'- 
ments, etc.—(l)  Where a High 
Court makes  an  order under 
section 391 sanctioning a com- 
pronrLtee or an arrangement  in 
respect of a company it—

(a) shall  have power  to 
supervise the carrying out of 
the compromise or  arrange
ment; and

(b) may,  at the time  of 
making such order or at any 
time  thereafter,  give  such 
directions in  regard to  any 
matter* or make such modifi
cations in the compromise or 
arrangement as it may con
sider necessary for the pro
per working of the compro
mise or arrangement.

(2) If the Court aforesaid is 
satisfied that a compromise  or 
»rangement sanctioned  under 
section 391 cannot be  worked 
satisfactorily with  or without 
modifications, it may, either on 
itg own motion or on the appli
cation of any person ifriterested 
in the affairs of the company, 
make an order winding up the 
company, and such  an  order 
•hall be deemed to be an order 
inade under section 431 of this 
Act.

(3) The  provisions of  this 
section shall, so far as may be, 
also apply to a company in res
pect of which an order has been 
made before the commencement 
<of this Act imder section 153 of 
the Indian Comi>anies Act, 1913 
<VII of 1913) sanctioning a om- 
proitiise or ah arrangement.*'

The motion was adopted.

Hew ciouse  391A was added to the 
Bai

Mr. Depaty-Speaker:  There is one
amendment, No. 1108, to clause  392. 
Need I put it?

SHri Kamath: Yes.

lltr. Depaty-Speaken  The question
is:

P«ee 196, line 31—

after “otherwise” insert:

“including  particulars  of
shares held by them.”

The motion was negatived.

M r. Depaty-Speaker:  The question
is:

“That clause 392 stand part of 
the Bill.” -

The motion was adopted.

Clause 392 was added to the Bill.

Mr. Deputy-Speaker: To clause 393 
there is an amendment, No. 1109.

The question is;

Page 198, line 6—

add at the end:

“and that it wiU not prejudi- 
"jally affect the employees  of 
the transferor company  as re
gards tenure, terms of employ
ment, conditions of service or 
in any other manner.”

The motion was negatived.

Mr. Depaty-Speaker:  The question
is:

“That clauses 393 and 394  stand 
part of the Bill.”

The motion was adopted.

Clauses 393 Of̂d 394 were added 
to the Bill.

M r.  0eputy-Speaker: To clause 399 
there is an amendment, No. 1110.

The question is:

Page 201—

after line 19 add:

"(O) The companies concem- 
eci or creditors,  membe»  or
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debenture holders  thereof  or 
aoy other person interested in 
the affairs of the company may 
move the High Court  against 
the order of the Central Gov
ernment  made  under  sub
section (1), and the High Court 
shall  make such  order as  it 
deems fit.”

The motion too* negatived.

Mr. I>einity-Speaker:  The question
is:

“Tha<t clause 395 stand part of 
the Bill."

The motion was odopte'fl.

Clause 395 was added to the Bill.

Mr. Deputy-Speaken To clause 396 
there  are three  amendments,  Nos. 
1111, 1021 and 1022.  ShaU I put them 
together?,

Shri Kamath: Separately.

Mr. Depnty-Speaker:  The question
is:

Page 201—

after line 29 odd:

'̂Explanation  I.—Conduct 
which is  (̂pressive  to  any 
member  in his  capacity  as 
director and not in his capacity 
as member does not entitle the 
member to apply to the Court 
for an order  under this  sub
section.

Explanation II.—In the  sul>- 
section ‘member’ includes  also 
debenture holders.”

The fnotion tvaa negatived.

Mr. Depnty-Speaker:  i shall now
put the other two amendments. Nos, 
1021 and 1022 moved by Shri  Tulŝ 
das.

The question is:

Page 201, line 26—

for  “member  or** substitute 
*̂ rt of the'V

The motkm wm nettaUved.

Mr. Depnty-Speaker:  The cuestioa
is:

Page 201, line 33—

jor  “member  or̂ substitute 
“part of the*’.

The motion was negatived.

Mb’. Depaty-Speaker: The question
is*

“That clauses 396 and 397 stand 
part of the Bill”

The motion was adopted.

Clause 396 and 397 were added to the 
Bill.

Mr. Depaty-Speaker Now, I  come 
to clause 398.  There is  amendment 
No. 1023.  Is the hon. Member  Shri 
Tulsidas pressing ift?

îri Tîidas: I am not pressing it

Mr. Depoty-Speaker:  The question
is:

“That clauses 398 and 399 stand 
part of the Bill.”

The motion ivas adopted.

Clauses 398 and 399 were added to the 
Bill,

Mr. Depaty-Speaker:  The question
is:

Page 203—

for clause 400 substitute:

“400. Right  of Central  Gov 
emment to apply under sections 
39$ and 397.—̂The Central Grov- 
ernment may itself  apply to 
the Court for an ortier  imder 
section 396 or 397, or cause  an 
aw>lk:ation to be  made to the 
Court for such an order by any 
person authorised by it in this 
behalf.”

The motion was adopted.

Mr. Depnty-Speaker:  The questitoa
If;

“That substitute clause 400 stand 
part of the Bill.”

The motion was adopted. 

Substitute clause 400 tixu added 
the BiU,
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Hr. Deimty-Speaker;  The questioD 

la:

‘That clauses 401 to 406 stand 
part of the

The motion was adopted.

Clauses 401 to 406 were added to the 
Bill.

Mr. Depaty-Speaker; There is a Gov- 
’eminent amendment  to clause 407, 
viz., amendment No. 1133.

The question is:

Page 205—

(i) Renumber clause 407 as sub
clause (1) of that clause;

(ii) In sub-clause (1) as so re
numbered—(a) line 28, after “not 
exceeding three years” insert “on 
any one occasion”;  (b) line  29, 
after “on the application” insert 
“of not less than  two hundred 
members of the company or”; and
(c) line 30, after ‘‘is satisfied” in
sert “after  such  inquiry  as  it 
deems fit to make”;

(iu) after line 34, add:

*Trovided that in lieu of passing 
an order as aforesaid, the Central 
Government may, if the company 
has not availed itself of the option 
given to it under section 264, direct 
the company to amend its articles 
in the manner  provided in that 
section and make fresh  appoint
ments of directors in pursuance of 
the articles as so amended, with
in such time as may be specified 
in  that behalf by the  Central 
Government.”; and

(iv) after sub-clause  (1) as so 
renumbered, add:

“(2) In case the Central Govern
ment passes an order under the 
proviso to sub-section (1), it may, 
if it thinks fit, direct that  untU 
new diretfvors, are appointed  in 
pursuance of the order aforesaid,.

not more than two members of
the  company  specified  by 
the  Central  Government  shall 
hold office as additional directors of 
the comjxany.

(3) For the purpose of reckon
ing two-thirds or any other  pro
portion of the tot'  number  of 
directors of the company,  any

• director or directors appointed by 
the  Central Government  under 
sub-section (1) or (2) shall not be 
taken into account.”

The motion was adopted.

Mr. Deputy-Speaker:  There  are
three other amendments to this clause, 
namely, amendments Nos. 1112, 1024, 
and 1113.  I take it that they are not 
pressed.

The question is:

“That clause 407, as amended, 
stand part of the Bill”.

The motion was adopted.

Clause 407, as amended, was added 
to the Bill.

Mr. Deputy-Speaker: Then there is 
amendment No. 439 seeking to intro
duce a new clause 407A.

The question is:

Page 205—

after line 34, insert:

“407A. Power of Central  Gov- 
envment to  nominate  represent 
tatives of  the Trade  Unions as 
Directors.—Where  in a  company 
the majority of the workers  are 
organised in a union,  and that 
union applies to the Government, 
it may nominate two representa
tives of the Union to the Board of 
Directors,  whereupon  they will 
have the same rights and duties as 
the other Directors of the  com
pany.  Their term of office will 
last till the next election of  the 
Directors of three years, whichever 
happens earlier,  and thereafter 
the Union shall submit  names 
afresh for nomination  by Gov

ernment”

The motion was negatived.
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M r.  Depnty-Speaker: Now, I  come 
to clause 408. There is an amendment 
by Shri Kamath to this clause, namely, 
amendment No. 1114. Does the  hon. 
Member want to press it?

Shri Kamath: Yes.

Bfr.  Depaty«Speaker; The question

Page 206— 

after line 8, add:

**The company or any director 
or member thereof aggrieved by 
the said order may move the High 
Court against the same, and  the 
High Court shall pass such orders 
thereon as IJie justice of the case 
may require.”

The motion ivas negatived.

Mr. Depnty-Speaker:  The question
is:

“That clause 408 stand part of 
the Bill.”

The motion was adopted.

Clause 408 was added to the Bill

Mr.  Depatŷpeaker:  There  is
vnendment No, 546 seeking to intro
duce a new clause 408A.

The question is:

Page 206—

after line 10, insert:

*‘408A. Power  of  appropriate 
Government to prevent change in 
employment conditions of workers 
when company  changes  hands— 
Where a complaint is made to the 
appropriate Government by  any 
organisation of workers or a trade 
union that a company, or a busi
ness or industrial unit of the same, 
has been sold or is about to  be 
sold or transferred involving whole 
sale or substantial change in em
ployment conditions including dis
charge in retrenchment of workers, 
the appropriate government  may 
direct that no such changes  be 
made whereupon the transferee 
shall be boimd to restore the

workers of the company or the 
unit employment as well as em
ployment conditions as obtained 
with the transferer, and any sudi 
order shall have effect notwith
standing anything to the contrary 
contained in the provisions of any 
law or contract.

(2) The appropriate Government 
shall have power to make any in
terim order pending any enquiry 
it may deem fit.

(3) The aforesaid provision is 
without prejudice to the power of 
the transferee as an employer to 
take any disciplinary action under 
standing orders of the company or 
the unit (as the case  may  be> 
against individuals as employees.

Explanation: ‘Appropriate Gov
ernment’ means the government 
which exercises jurisdiction  over 
the company or the unit in matters 
arising out of industrial disputes.”

The motion was negatived.

Mr. Depaty-Speaker: Now I come 
to clause 409.

The question is:

Page 206-

lines 14 and 15:

for “on any matter arising out 
of the provisions of this Act re
ferred to in clause (a) of section 
410” substitute “on the matter re
ferred to in clause (a) of section 
410 and the applications referred 
to in clause (b) of that section. *

The motion was adopted.

Mr. Depnty-Speaker: There are three 
more  amendments to this  clause. 
Does any hon. Member want to press 
his amendment?

Sfiri Kamath:  I want to
amendment No. 1115.

press

Shri U. M. Triredl: I want to press 
amendment No. 1116.
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M r. DeimtŷSpeaker: The  question 

m:

Page 206—

for clause 409 substitute:

”409. (1)  There shall be  an 
Advisory Commission whose mem
bers shall be appointed  by the 
President by warrant  under his 
hand and seal, and shall only  be 
removed from office in like manner 
and on the same grounds as judges 
•of the Supreme Court.

(2) The members shall elect one 
of their number to be chairman 
thereof.  The salary and  other 
tconditions of service of the mem
bers including chairman shall be
:such  as may be determined by 
the President and shall not  be 
varied to their disadvantage  aftei 
their appointment.  Chairman and 
the members shall not be eligible 
for further office either under the 
CJovernment of India or the  Grov- 
emment of any State.

(3) The chairman shall appoint 
ĉh officers and servants as  he 
-thinks fit and make rules prescrib 
ing their conditions of service.

(4) The administrative expenses 
of the Commission including  all 
salaries, allowances and pensions 
payable to or in respect of  such 
officers and servants shall  be 
charged upon  the consolidated 
Fund of India”.

The motion was negatived,

Mr. Deputy-Speaker:  The question

Investment  and  Administration 
Commission* which shall consist of 
not less than five whole-time mem
bers appointed by the Central Gov
ernment and one of them shall be 
nominated by the Central Govern
ment to be chairman thereof,

(2)  Members of the Commission 
shall be persons  with ’suitable 
qualifications and capacity in deal
ing with  problems relating  to 
commerce and industry, the  pro
motion and management of  com
panies or their administration  or 
who have such special knowledge 
in any matter as  renders them 
suitable for appointment of  the 
Commission.”

The motion was negatived.

Mr. Deputy-SpCaker: I take it that 
the other amendment to this  clause 
are not pressed.

The question is:

“That clause 409,  as amended, 
stand part of the Bill.”

The motion was adopted.

Clause. 409, as amended, was added 
to the Bill.

Mr. Depaty-Speak«r: Clause  410. 
There are two amendments moved lay 
Government.

Shri K, K. Base: They may be  put 
separately because in one amendment 
they want to add a sub-clause and in 
the other, they want to omit; and also 
add, certain clauses  under a sub- 
claiise.

M r.  Deputy-Spcaken The question

Page 206—

(i) for line 12 substitute: *Con- 
stitution and Powers of  Central 
Authority*; and

(ii) for clause 409 substitute:

“409. Appointment  of Central 
-Authority.—(1) For the  purpose# 
•of this Act̂ the Central Govem- 
«pent shall establish a  Central 
Authority called  'The Corporate

Page 206—

(i) after line 25, add:

“(a) before a notification  is 
issued under section 323 in repect 
of any description of industry or 
business on the necessity for, and 
advisability of, issuing the  noti
fication;”;

(ii) line  26, for **(a)»‘ subsHtOtt 

"(b)”;  and
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(iii) line  29, for “(b)”  lubstitute

The motion was adopted.

M r.  Depoty-Speaker:  The  question

is:

Page 206, line 27—

(1) omit “259, 266»*;

(ii) after “267** insert “268”; and

(iii) after “331” insert “342”.

The motion was adopted,

Shri  TnlMdas; Amendment No. 1025 
may be put.

M r.  Deputy-Speaker: The question
Is: «

Page 206—

(1) line 27—

after “section” insert “234, 236, 
238, 247, 248, 249 ”

<ii) Une 27—

after “267/̂ insert “268”.

<iii) line 27—

after “331” insert “342”.

<iv) line 27—

after “351” insert “395”.

The motion was adopted.

Mr. Deputy-Speaker: I take it the 
other amendments are not pressed.

The question is:

“That clause 410,  as amended, 
stand part of the Bill.”

The motion was adopted.

Clause 410. as amended, was added 
to the Bill
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M r.  Depoty-Speaken  The  question

is:

Page 206—

for clause 411, substitute:

“411. Appointment of  Officers 
and other employees and sittings 
of the Commission.—(1)  Subject 
to such Rules as may be made by 
the . Central Government  in this 
behalf, the Commission  for the 
purpose of enabling it to efficiently 
discharge its functions under  the 
Act may appoint such number of 
officers and other employees as it 
may think fit and determine their 
conditions of service.

(2) Sittings of the Commission 
shall be convened by the  Chair
man and shall not be open to the 
public unless the Commission  in 
any particular case decides other
wise.

(3) The Chairmn shall preside 
at all sittings of the Commissicsi 
at which he is present, and in his 
absence from such sittings,  the 
members present thereat  shall 
elect one of the members to pre
side as Chairman.”

The motion was negatived.

Blr.  Depaty-Speaker:  Clause

There is Government No. 1136.
411.

The question is:

Page 206, line 33— 

for  “clause  (a)”  substitute 
“clause (b)”.

The motion was adopted.

Mr, Depaty-Speaker:  The  questicm

is:

“That clause 411, as amended, 
stand part of the Bill.”

The motion was adopted.

Clause 411, os amended, was added 
to the Bill

Mr. Depnty-Speaker:  Clause  412.

The question is:

Clause 412.

Page 207—

for clause 412 substitute:

“412. Powers and Functions of 
the Commission.—(1) The Central 
Government  shall refer to the 
Commission for enquiry and re
port all matters for which  the 
approval, consent or sanction  of
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[Mr, Deputy-Speaker]

the C«itral Government is require- 
ed to be taken under this  Act;

(2) The Central  Government 
may refer to the Commission any 
other matter arising out of the 
administration  and working of 
this Act, for enquiry and report.

(3) It shaU be the duty of the 
Commission—

(a) to determine in which case 
the powers of inspection and in
vestigation should  be exercised 
under sections 234 to 250 of the 
Act;

(b) to supervise the winding up 
proceedings of companies; and

<c) to study the balance sheets 
and profit and loss accoimts of 
comnanies with a view to deter> 
mining to what extent they  con
form to the requirements of  the 
Indian Companies Act, keep under 
observation the investment  mar
ket's in the private sector, under
take a systematic study of  pros
pectuses, of the terms and  con
ditions of new issues of capital 
and make reports thereon to the 
Central Government ”

The motion was negatived,

Mr. IX̂ty-Speaker. The question
U!

Page 207, line 22— 

add at the end:

“and require any of the afore
said persons to produce before it 
any books or documents in their 
possession, custody or control re
lating to any matter imder  en
quiry.”

The motion was negatived.

Mr. Depaty-Speaker: The  question
la;

“That clause 412, standi part of 
the BilL”

The motion was adopted.

Clause 412 was added to the BilL

Mr. Depaty-Speaker:  Clause  413.
The question is*

Page 207—

for clause 413 substitute:

“413. Powers  of the  Commit 
sion.—̂For the purpose of exercis
ing its powers and functions under 
section 412. the Commission may:

(a) require the production  be
fore it of any books or other docu
ments in the possession, custody or 
control of the company, relating to 
any matter under enquiry;

(b) call for any information or 
explanation, if the Commission is 
of opinion that such information 
or explanation is necessary  in 
order that the books or other docu
ments produced  before it may 
afford full particulars of the matter 
to which they purport to relate;

(c) with such assistance as it 
thinks  necessary,  inspect any 
books or other documents so pro
duced and make copies thereof or 
take extracts therefrom; and

(d)  require  any  managing 
director or any  other director̂ 
managing agent, secretaries  and 
treasurers, manager or other oflQ- 
cer of the Company or any share
holder or any other person, who,, 
in  the opinion  of the  Com
mission, is likely to furnish in
formation with  respect to  the 
affairs of the company relating to 
any matter under inquiry,  to 
appear before  it and examine 
such person on oath  or require 
him to furnish such information 
as may be required; and adminis
ter an oath accordingly to the per« 
son for the purpose.”

The moikm was negatived.

Mr. Depoty-Speaker  The question 
la:

“That clause 413 stand part of 
the Bill”,

The motion was adovML
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Clause 413 was added to the Bill 

Mi, Deputj-Speaker:  Clause  414.
The question is*

Page 207—

for clause 414 substitute:

“414. Penalities,—̂If any person 
refuses or neglects to produce any 
book or other document in  his 
possession or custody which he is 
required to produce under section 
413 or to answer any question put 
to  him relating to any  matter 
under enquiry, he shall be punish
able with imprisonment for a term 
which may extend to two years 
find shall also be liable to flne.”

The motion was negatived,

Bfr, Depaty-̂peaker:  The question
U:

“That clause 414, stand part of 
the Bill”.

The motion was adopted.

Clause 414 was added to the Bill. 

Mr. Deputy-Speaker:  New Clause
414A.  There is an  amendment. 
No 1127, for a new clause, 414A.

The question is:

Page 207— 

after line 34 insert:

“414A. Immunity  for  action 
taken in good foith.—No suit of 
other legal proceeding shall  lie 
against the Commission or  the 
Chairman or any member there
of or against the Central Govern
ment,  in respect of  anything 
which is in good faith done  or 
intended to be done in pursuance 
of this Chapter, or of the  pro
visions referred to in section 412 
or of any rules or orders  made 
thereunder.”

The motion was negaUvtd,

Mr. Deputy-Speaker:  The question
is:

“That clauses 415 to 422 stand 
part of the Bill”.

The motion was adopted.

Clauses *415 to 422 were added to 
the BiU.

Mr. Deputy-Speaker:  The question
is:

Page 210, line 5—

after “Court” insert:

“whether  on an  application
made to it or of its own motion”.

The motion was negatived.

Mr. Depaty-Speaker: The  question 
Is:

“That clause 423, stand part of
the Bill.”

The motion was adopted.

Clause 423 was added to the Bill 

Clauses 424 to 555.

Mr. Depnty-Speaker:  The  House
will now take up clauses 424 to 555 
for which 5 hours have been allocated.

Hon. Members who wish to  move 
their amendments  to these clauses 
will kindly hand over the numbers of 
their  amendments, si)ecifying  the 
clauses to which they relate, to the 
Secretary at the Table within  15 
minutes.

Shri U. M. Trivedi: May I suggest 
that the House  adjourn today at 5 
o’clock, because we have to go to the 
President’s house for the investiture 
ceremony at 6 o’clock? We have to 
go home and dress.

Mr. D̂ty-Speaker: The Bill has 
to be finished by the 12th evening.
I will adjourn 5 minutes before 6.

Shri U. M. Trivedi: Half past five 
at least.

Mr. Deputy-Speaker: All right, at 
ten minutes  to six.  Whatever  is 
lost today should be made up  to
morrow,

Shri C. D. Deshmukh:  Sir. I will
move all the amendments that stand 
in my name in the list; but I  shall 
make observations only with regard 
to some of them.

♦In sub-clause (2) of  clause  415, line 5, the words “of the  Board 01 

Directors”, were omitted  as  patent error under  the  direction  of  the 
Speaker.
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[Shri C. D. Deshmukh]

The first one is 1036, which seeks 
to introduce a new clause 430A.  This 
new clause closely follows clause 430 
and makes a provision similar  to 
that in 430 where a body corjwrate 
which is a contributory is ordered to 
be wound up.

The  next lot of amendments  I 
should like to speak on is 1044, 1045 
and 1046, to clause 443.  The reason 
is that it has been made clear that a 
certified copy of the winding up order 
should be filed with the Registrar.  A 
penalty has been provided in case of 
default in complying with the  pro
visions of sub-clause (1).

The next amendment is also  to 
clause 443, sub-clause (3).  Not only 
are servants of the company but also 
its officers should be deemed to have 
received notice of their discharge from 
the service of the company.  ‘Officers 
and employees' is a phrase used in 
other places in the Bill and is more 
general than ‘officers and servants’ 
and is accordingly used here.

The next̂ mendments I would  ex
pect  to speak on are  amendments
1050 and 1051, to clause 452.  The 
first amendment relates to negotiable 
securities which could be easily dis
posed of or fradulently  made away 
with on the same footing as  cash. 
The second amendment makes it clear 
that securities given by an officer of 
the company are also within the scope 
of the clause.

[Shri  Barman  in the Chair}

Then, amendments 1058 and  1059. 
When a liquidator is appointed,  not 
only the Board of Directors but  the 
managing directors!, directors, secre
taries and treasurers all should cease 
to function.  This is made clear by 
the first amendment proposed.  The 
addition made by the second amend
ment will reconcile the provisi<ms of 
this clause with those of clause 491. 
Notice of the appointment of the first 
liquidator has necessarily +o be given 
by  the board of directors or  thte 
managing flirector or other  persons 
mentioned In the clause.

Then, I come to amendment 1061» 
inserting a new clause  *̂43A,  The 
Bhabha Committee wished that sec
tion 338 of the EngUsh Act should 
be incorporated in the Bill.  By in
advertence, this recommendation was 
not considered and, therefore, was not 
carried out.  The  amendment  seeks 
to rectify the omission. It is obviously 
a desirable provision which is sought 
to be added and I hope there will be 
no controversy about this matter.

5 P.M.

Then I come to  amendment  No. 
1062, which seeks  to insert a new 
clause 551A.  Here again, the Bhabha 
Committee  recommended that  sec
tion 337 of the English Act should be 
incorporated in the Bill, and  again 
by inadvertence this was not consi
dered or carried out.  This omission 
is sought to be rectified.

The last amendment I shall  speak 
on is amendment No. 1063 to clause 
554.  This clause empowers the court 
to declare the dissolution of a com
pany to be void on application made 
by the liquidator or by any  other 
person who appears to it to be inte- 
resled. within two years of the date 
of dissolution.  The exercise of this 
power is not in terms restricted  to 
cases where the company has  been 
dissolved under the winding up pro
visions  in Part  VII, but the  fact 
that this clause is included in Jr'art 
VII raises a reasonable doubt as  to 
the scope of this power.  The  pro
posed  amendment  seeks to  remove 
this obscurity; It makes it clear that 
the dissolution of the company how
soever brought about may be declared 
void by the court.  The  proposed 
amendment  will  remove juch  diffi
culty.

Shri K. K. Basa:  I am very much
interested  in these clauses.  I have 
given notice  today of  amendments 
No. 1137 and 1138 to clause 527, re
lating to preferential  payments  in 
the case of winding up.  The  Joint 
Committee  considered  most of the
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recommendations of the Bhabha Com
mittee, and we have the experience 
of many of our friends in this parti
cular branch of law. My amendments 
are very limited in scope but  they 
are very important.

Shri M. C. Shab:  What is  his
amendment?

Shri K. BL Basu:  It is to clause
527.

Shri M. C. Shah: But he has given 
notice of it just now.  To be exact, 
we got it about half an hour ago.

Shri K- K. Basu: This is restrictive 
in scope.  In clause 527, where it deals 
with the provision regarding prefer
ential payments....

Shri M. C. Shah: But we have nox 

accepted that.

Shri K. K. Basu: Let the Minister 
try and hear me first. The  question 
is whether the wages not paid  and 
also the provident fund dues should 
be considered as preferential  pay
ments as defined in clause 527.  I 
want to make the position clear. When 
the witnesses appeared before us in 
the Joir4 Committee, some of  them 
told the Committee—and from  our 
experience  we also know  it—̂that 
sometimes the wages of the workers 
which are in arrears or any provident 
fund dues, have to be considered after 
the  debenture holders and  other 
secured creditors.  It may look under 
the normal law that debenture holders 
and secured creditors have a  prior 
claim; after all securities have been 
discharged and debts paid off,  the 
question of the payment of wages of 
the employees  and their provident 
fund dues should be taken into  con
sideration.  As I said earlier in the 
morning in reply to one of the inter
pellations which Shri Tulsidas, made, 
it may be very difficult for the com
panies to get a debenture or to charge 
their assets.  Naturally, it is  quite 
a  determinable  entity and  three 
months* wages of the workers or the 
provident fund dues at a particular 
point of time can be taken into con
sideration.  I have only to say that

these two dues should be considered 
and their payment should be prior to 
the payment of the debenture holders 
or any charge that may be secured by 
the creation of any instruments re
gistered or unregistered or whatever 
it may be.  I use the word ‘unregister
ed’ because I do not know v/hether in 
Part B States there is registration.  I- 
do not know; I am told that in certain, 
areas a creation of charge is  made 
not exactly by a registered  instru
ments as is usually done in the  old 
British India.  Therefore, my  whole 
proposition is this. These dues are tô 
come prior to the dues of debenture- 
holders and other charges. We know 
quite a number of banking companies 
went into liquidation in Calcutta and 
it was found out that even the pro
vident fund contributions that  were- 
made  by the employees had  been 
utilised for other purposes  by the 
directors.  Of course I am fully con
scious that we have provided for the 
provident fund payments under the- 
present Bill; they have to keep them 
either in post office savings  bank 
or a scheduled bank.  T̂ y will not 
be entiUed to utilise it to some other 
purpose unless there is a definite agree
ment between the employees on  the 
one hand and the employers on  the 
other. But in spite of that fact I know 
fully well that this might guard only 
in future against the  contingencies 
which had been so strongly urged by 
those  representing  the  working 
journalists, the INTUC, etc.  In all 
fairness the Government should accept 
my proposition.

The Finance Minister said something 
about the labour representation. Gov
ernment have not yet decided as tO' 
what they wiU do.  As and whai they 
decide that labour should participate 
diretcly or by their representatives or 
by their nominees, then Government 
might bring forward an amending Bill 
to incorporate that decision. But this 
amendment is very simple and I think 
it can be incorporated in this  Bill. 
Otherwise it may look from the general 
law of the land that the wages  or- 
provident fund c<»ne prior to  the 
securities like debentures. Moreover, 
as I said earlier, it is the duty of the-
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mortgage to find  out whether there 
are any dues by way of debentures or 
some Government charges. He cannot 
take up the position and say: “I do not 
know; I am only a mortgagee,  the 
deed is here and 1 have to be reimburs
ed and my money is to be paid back ” 
They should know what is the asset of 
a particular concern or what  the 
liabilities are.  If there are three or 
four  months’ wages in arrears,  it 
should be made known.  It should be 
the duty of the company every month 
or every three months to declare the 
assets  and the liabilities—say  the 
arrears of wages that still remains to 
be paid or the provident fund dues of 
the employees so that the debenture- 
holder might find out things.  If he 
finds that his security has dwindled 
'down and it is not enough he can 
immediately enforce his charge.  In 

the case of winding up when we are 
thinking of paĵnent of the claims of 
the debenture-holders other creditors, 
ĥo should have preference in pay
ment?  If there are arrears of wages 
tor employees and if there is some 
■provident fimd, the employees should 
have  priority  on  other  debts and 
charges that might be payable by the 
companies.  These  are  shortly my 
ûnendments and I hope the  Govern
ment will accept them.

Shri Kamath; Sir, it is winding up 
business.

Shri K. K. Basa: Let us wind up the 
debate today and go home.

An Hon. Member:
allotted time?

What is  the

Shri K. K. Basn: Five hours.  I do 
not know why.  It is only a lawyers* 
paradise.

Shri Kamacn:  i have got four am
endments—11Z9, 1130, 1131, 1132 to 
-clause  51©, 540,  542  and  555  res
pectively.  mere  are  in  all  four 
-amendments.  The  first amendment 
No. 1129, seeks to confer upon tne 
liquidator  or  any  contributory  or 
creditor further rights in relation to 
this voluntary winding up. After sub

clause (b) of this clause 516,  my 
amendment seeks to insert a new sub
clause (c)  “to direct  the  public 
examination in the same manner as is 
provided for in section 475”—section 
475 defines what public examination 
is—“of any officer or other person who 
in his opinion has committed a fraud 
in relation to'* there is a small very 
minor typist’s error or may be  a 
mistake in my own manuscript, and 
it should be: “or in the promotion or 
formation  of  the  company”.  The 
words “or in** after the words “re
lation to” have been omitted and hon. 
Members may kindly correct  their 
copies accordingly.

This amendment is in order io see 
that no evidence of whatever kind 
that will be relevant in this con
nection is shut out and full' examin
ation of anybody concerned in  the 
matter is made by the court.

My next amendment is to clause 540 
which deals with the power of court 
to assess damages against delinquent 
directors.  This. I suppose is  not 
really necessary because the provisions 
in the  Indian Limitation ĉt win 
otherwise apply in all these matters. 
Section 5 of the Indian Limitation Act 
reads as follows:

**Any appeal or application for 
a review of judgment or for leave 
to appeal or any other application 
to which this section may be made 
applicable (by or under any enact
ment) for the time being in force 
may be admitted after the period 
of limitation prescribed therefor, 
when the appellant or applicant 
satisfies the Court that he  naa 
sufficient cause  for not refernng 
the appeal or making the appu- . 
cation within such penoa. '

Then there is an explanation which 
says:

“The fact that the appeiianT or 
applicant was misled by any order, 
practice or Judgment of the High 
Court in ascertaining or comput
ing  the prescribed  period or
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limitation may be sufficient cause 
within the meaning of this section,”

Mr. Chairman: That will automati

cally apply.

Shri Kamath: But, I want to make 
it quite clear by the proviso suggested 
in my  amendment No. 1130  which
says;

“Porvided that section 5 of the 
Indian Limitation Act shall apply 
to all such applications.”

Then I come to clause 542 which 
deals with prosecution of delinquent 
officers and members of company.  By 
way of amending this clause I have 
my amendment No. 1131, which seeks 
to insert a new proviso to this clause 
which says:

Page 254— 

after line 32, add:

“Provided that this section shall 
not preclude he liquidator  who 
has not obtained the prior direc
tion of the company Court under 
this section, or any other person 
from instituting or carrying on a 
prosecution.”

What I mean to say is that it should 
not be made obligatory that the liqui
dator should obtain permission  of 
the court. Even if he has not obtained 
the permission he should be at liberty 
to institute and carry on prosecution 
against the persons concerned.

Lastly, I come to clause 555 which 
is the last in the winding up clauses. 
My amendment to this clause relates 
to the notice sent by the Registrar.  I 
want to make that clear.  Perhaps it 
is clear as it is, but to make it—may 
I use the words which had been quite 
current in this Parliament,  perhaps 
the constituent Assembly—quite fool
proof and knave-proof, I have made 
this amendment;

“and upon such r̂der  being 
made the company will be deemed 
never to have beeiŜ struck off,**
292 L.S.D.

It gives them power to restore the 
company after it and once been struck 

off, and that clause says:

“and the Court may, by  the 
order, give such directions  and 
make such* provisions as seem just 
for placing the company and  all 
other persons in the same position 
as nearly as may be as if  the 
name of the company had not been 
struck off”.

I want to add these words:

“and upon such  order being 
made the company will be deemed 
never to have been struck off’*.

If they are added, it should make 
the clause very  clear.  I commend 
these dSnendments for the acceptance 

of the House.

Shri C. C. Siiah: I wish to say a few 
words about the amendments of Shri 
K. K. Basu—Nos. 1137, and 1138.  I 
do not know if he is allowed to move 
them,  I shall just say a few words on 
them because the. Joint  Committee 
carefully considered  clause  527 and 
we have made some changes  which 
perhaps have not been taken notice 
of by the hon. Member.  Clause 527 

begins by saying:

“In a winding up, there shall 
be paid in priority to all other 
debets...

That means, all other debts which are 
secured  or unsecured.  The  debts 
mentioned in (a) to (g) havf to  be 
oaid in priority to such debts.  Shri 
Basu, proposes that the amount due 
as wages or salary under (b) and the 
amount or sums due from a provident 
fund, pension, gratuity, etc.  under (f) 
ought to have prioirty over the other 
debts mentioned in (a), (c), (d), (e) 
and (f).  In sub-clause (5), it is pro
vided that all the debts mentioned in
(a) to (g) are to rank equally among 
themselves and be paid in full unless 
the assets are insufficient to meet them, 
in which case they shall abate in equal 
proportions. If  you kindly see the 
debts which are mentioned in (a), (c),
(d), (e) and (g), which Shri  Basu, 
wishes to put after giving priority to
(b), and (f), you will find that except
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(a), they are equally accruing to the 
employees of companies for whom he 
wants to give the priority.  For ex
ample, under (c), we find:

**all accrued! holiday remuner
ation becoming payable to  em
ployee;” etc.

So, it is also a debt due to the em
ployees which is to  rank pari passu 
with the other debts.  The debts men
tioned, under (d), are those under the 
Employees* State Insurance Act, an4 
the company has to make contribu
tions to that fund under that Act.  If 
the company fails to make it, it must 
be paid in priority.  Under (e) the 
debts are those due by the company 
to employees under the Workmen’s 
Compensation Act,  All these debts 
are  obviously  payable to  the em
ployees for the benefit of the em
ployees and there is no purpose in 
suggesting that only the wages ana 
salaries and other sums due for pro
vident fund and gratuity should rank 
in priority to those due either under 
the Workmen’s Compensation Act or 
the Emplyoees’ State Insurance  Act 
or for all accrued holiday remuner
ation.  All these, by the provisions of 
law. have been made to rank equally 
among themselves, and therefore  I 
submit that there is no purpose in the 
amendments of Shri K. K. Basu.

Only one more point I would make, 
and it is a very important point  to 
which  I would  Uke to draw  the 
attention of the House. In the original 
Bill, the words under clause (b) were: 
“All wages and salaries in respect of 
services rendered  fco tihe company 
during four months next before the 
relevant date,” etc.  So, under,  that 
clause, only the wages due for four 
months Immediately before the rele
vant date, it being the date of liquid
ation, were to be paid.  In the  cir- 
cimistances pointed out to the  Joint 
Committee,  it may happen that  a 
factory is closed for twelve months 
before It gwss into liquidation so that 
for twelve months prior to the rele- 
rant date, there may be no wages due

to the employees.  But employees’ 
wages may be in arrears to a  period 
prior thereto, which would not have 
been covered by the  clause as  it 
originally was; and so, the Joint Com
mittee has changed it so that all wages 
for four months due durin? a period 
of 12 months before the relevant date 
will be paid in priority.  Therefore,
even if the factory is closed, we  are 
going to provide  for  four months 
during twelve months prior to  the 
repayment date, so that if, wages are 
due for 4 months during a period of 
12 months, they will be paid in priority. 
The Joint Committee have deliberately 
introduced this priority, in order that 
the  employees may be  benefited.
Therefore, I submit that the amend
ments proposed to be moved by  Shri 
Basu have no substance.

Mr. Chairman:  The hon.  Minister
will now reply.

Shri K. K. Basu: Mr. M. C. Shah 
usually adopts the arguments of Mr. 
C. C. Shah!  ^

Shrt M. C. Shah: I shall now deal 
with the  amendments  which were 
moved by Mr. Kamath,

Mr. Chatrman: I take it that there
no other amendments.

Shri M. C. Shah: I have to explain 
now  why  we cannot  accept  Mr. 
Kamath’s amendment.  Hhis  amend
ment No. 1129  is to clause 516,  It 
provides that the coiu:t sĥ   have 
power— ^

“to direct the public  examina
tion In the same  manner  as is 
provided for in section  475  of 
any officer or other person who 
in his opinion has committed  a 
fraud in relation to the  promb- 
tion or  formation  of the  com
pany."

Under clause 475, only when  the 
official liquidator has made a repon 
publicly stating that In his  opinion, 
a fraud has been committed by the 
promoters or directors etc. that the
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court will keep jurisdiction to order a 
public examination.  But it wiU  be 
dangerous to confer a similar power 
the case of a voluntary winding up 
by a contributory or a creditor.  The 
question whether the liquidator  re
ferred to in clause 560 should be ena
bled to apply to the court for public 
examination of a promoter,  director 
etc. is a more  difficult  one. Prima 
facie there Is nothing wrong in prin
ciple against according such a  right 
to the liquidator.  This may be  ac
cepted in principle, but I think It will 
require redrafting of the clause.  So, 
if my friend presses us to accept his 
amendment, we will consider redraft
ing the clause.

Shri Kamath:  I take it that the
principle of my amendment is accept
ed.

Shri M. C. Shah: Yes; we accept the 
principle, but it requires some redraft
ing.  We will examine it and perhaps 
we may give a redraft tomorrow.  We 
will try to bring in this point in  the 
redraft, but if we cannot bring in this, 
the hon. Member will excuse us.

I am not a  goodShri Kamath:
draftsman,

Shri M, C. Shah:  Now I come to
amendment No. 1130 to clause 540. 
Sub-clause (2) of clause 540 says:

“Any application  under sub
section (1), shall be made within 
live years from the date of  the  . 
order for winding up___** etc.

By amendment No. 1130, the  hon. 
Member wants tjat  this limitation 
should apply to all such applications. 
There is already a generous limit of 
5 years and also, the courts  have 
powers, when there is sufficient reason, 
to condone the time-limit.  Therefore,
I'think it is not necessary to  have 
this amendment here.

The hon. Member has moved  an
other amendment No. 1131, to clause 
542.  Clause 542 deals with prosecution 
of delinquent officers and members at 
company. Sub-clause (1) of clause 542 
fives the right to any person interest*

ed in the affairs of the company  to 
convince the court that there is  a 
prima facie  case  for  taking action 
against the delinquent officers or mem
bers of the company.  If such a per
son fails to make out such a case, it is 
difficult to proceed and say whether he 
should have the liberty to prosecute on 
his own responsibility.  This  would 
practically destroy the safeguard pro
vided by sub-clause (1), which is the 
sanction of the Court before proceed
ings are launched.  The liquidators 
are subject to the control of the court 
when a company is being wound up 
by a court or subject to the supervis
ion of the court.  They should not be 
permitted to launch prosecutions  in
volving expenditure from out of  the
assets of the company except with the 
, sanction of the court.  Therefore, we 
cannot agree to that.

Then, Sir, the last amendment is not 
necessary because sub-clause (7) pro
vides for the matter practically in the 
same  manner as suggested in  this
amendment.  The powers are  there. 
Therefore, it is unnecessary,  I  sub
mit  that we cannot accept  these 
amendments except the one in princi
ple, that is amendment 1129 to clause 
516.  That clause may be held over. 
If there is a possibility of having a 
good re-draft we will accept  the 
principle.  Otherwise, as I said,  my 
hon. friend will excuse me.

Slut Kamath: I have only  given 
the principle.

Mr. Chairman: Now, let me verify. 
These are the amendments that  are 
proposed to be moved and taken as 
moved.

Shri M, C. Shah: I will make  one 
request.  Before you put aU  these 
clauses to vote....

Mr. Chairman: I am not putting
them to vote.  I am verifying whether 
these are the amendments that  are 
proposed to be moved.

Shri M. C. Shah: There is one more.

Mr. Chainnan: I am announcing the 
numbers of the amendments that are 
proposed to be moved.  If there la
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anything more, it can certainly  be 
added.  You may pomt out at  that 

time.  They are:

Clause  425—1032  (Government), 
1033  (Government),  1034  (Govern
ment), 1035 (Government).

Clause 430A (New).—1036 (Govern

ment).

Clause  433.—1037 
1038 (Government).

(Govemmenti.

(Government),

(Government),

aause  437.-1039 
1040 (Government).

Clause  441.-1041 
1042 (Grovemment).

Clause 442.-1043 (Government).

aause  443.—1044  (Government).
1045 (Government), 1046  ((Govern
ment), 1047 (Government).

Clause 444.—1048 (Government).

Clause 451.—1049 (Government).

Clause  452.—1050  (Govemm«it),

1051 (Government).

Clause 453.-1052 (Government).

Clause  474.—1053  (Government)..
1054 (Government).

Clause 480.—1055 (Government).

Clause 485.-1056 (Government).

Clause 486.-1057 (Government).

Clause  489.—1058  (Cxovemment),
1059 (Government).

aause 516.—1129.

. Clause 527.—1137, 1138.

aause  540.-1060  (Government),
1130.

aause 542.—1131.

aause 543A (New).—1061 (Govern
ment).

Clause 551A (New).—1062 (Govern

ment).

Clause 554.—1063 (Govemm«it). 

aause 555.-1132.

Clause 425. Liability as contrihutiories 
etc.

Shrl C. D. Deshmukh:  I beg  to

move:

(1) Page 210, line 37—

for “a past  member shall not  be 
liable to contribute’’ substitute:

“no past member shall be liable 

to contribute”.

(2) Page 211, line 1—

before "member” insert "past or

(3) Page 211, line 1— 

omit “if any**.

(4) Page 211, line 21—

after "any shares  held  by  him” 

add:

"as if the company were a com
pany limited by shares”.

New Clause 430A.

Shrl C. D. Deshmukh:  I beg

move:

to

Page 212— 

ofter line 3(insert:

"430A. Contributories in case of 
winding up of a body corporate 
which is a member.—U  a body 
corporate which is a contributory 
is ordered  to  be  wound  up, 
either before or after it has been 
placed on the list of contributor

ies.— .

(a)  the liuqidator of the . body 
corporate shall represent it for all 
the purposes of the winding up of 
the company and shall be a contri
butory accordingly, and may  be 
called on to admit to proof against 
the assets of the body corporate, 
or otherwise to allow to be  paid 
out of its assets in due course of 
law, any money due from the body 
corporate in respect of its liability 
to contribute to the assets of the 
company ; and
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(b)  there may be proved against 
the assets of the body  corporate 
the estimated value of its liability 
to future calls as well as  calls 
already made.”

Clause 4S3.—(Transfer oj winding 
up, etc.)

Shri C. D. Deshmukh: I beg to move:

(1) Page 213—

(1) line 36—

after “in a District Court** insert:

‘‘subordinate thereto or, with the 
consent of any other High Court, 
in such High Court, or in a Dis
trict Court subordinate thereto; and

(ii) line 37—

for “such District Court” substitute:

“the Court in respect of which 
such direction is given”.

(2) Page 213, line 39—

for “the High Court” substitute
“a High Court under this Act”.

Clause 437 — {Provisiojis as to appli
cations for winding up.)

Shri C. D. Deshmukh: I beg to move:

(1) Page 214—

after line 26 insert:

“(lA) A secured creditor,  the 
holder of any debentures (includ
ing debenture stock)  whether or 
not any trustee or trustees  have 
been appointed in respect of  such 
and other like debentures, and also 
the trustee for the holders of de
bentures, shall be deemed to  be 
creditors  within the  meaning 
of clause (b) of sub-section Cl).

(IB) A contributory shall  be 
entitled to present a petition  for 
winding up a company,  notwith
standing that he may be the holder 
of fully paid-up shares or that the 
company may have no assets  at 
all, or may have no surplus assets 
left for distribution among  the 
share-holders after the satisfaction 
of its liabilities.”

(2) Page 215—

for lines  15  and 16 substitute:

“(6) Before a petition for wind
ing up a company presented by a 
contingent o't prospective creditor 
is admitted, the leave of the court 
shall be obtained for the admission 
of the petition and such leave shall 
not be granted.”

Clause 441.— (Powers of Court etc,)

Sfarl C. D. Deshmukh: I beg to move:

(1) Page 216—

for line 21, substitute:

“(d) make an order for winding 
up the ccwnpany with or without 
costs or any other order that  it 
thinks fit.”

(2) Page 216—

for lines 26 to 36 substitute:

“(2) Where  the  petition  is 
presented on the ground that it is 
just and equitable that the  com
pany should be wound  up, the 
Court may refuse to make an 
order of winding up, if it is oz 
opinion that some other remedy 
is available to the petitioners ana 
that they are acting unreasonably 
in seeking to have the company 
wound up instead of pursuing that 
other remedy”.

Clause 442r̂(Ofder for  winding  up
etc.)

Shri C. D. Deshmukh: I beg to move:

Page 217, line 4—

for “it” substitute “the Court”.

Clause 443. ~(Copt/ of  winding up 
order etc.)

Shri C. D. Deshmukh: I beg to move:

(1) Page 217, line 9—

for “copy” substitute  “certified
copy”. ’

(2) Page 217—

after line 10 add:  •

“If default is made in complying 
with the foregoing provision, the
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petitioner, or as the case may re
uire, the company,  and ery 
oicer o the company who is m 
deault, shaU be punishable  with 
ine which  may extend to  one 
hundred rupees or each day durmg 
which the deault continues.

(3), age 217, line 11—

or a copy o a winding up opder»* 

tubsUtuU

a certiied copy o the winding 

up order.

(4) age 217. line 16—

  serants  rubstituU oi

cers and employees.

Clanse *44.—(Suits stowed on windine 
up order.)

Shri C. . eshmukh I beg to moe 

age 217, line 21—

or shaU be  proceeded  with   
commenced substitute

shall be commenced, or U pend
ing at the date ol the winding up 
order, shall be proceeded with .

Clause 451.—  (eceieer etc.)

Shri C. . esta kh I beg to moe

age 219, line 7—

add at the end

,  •except by, or with the leae oe 

the Court. 

aause 452.—(Statement o  oloit 
etc.)

Shri C, . eshmukh I beg to moe

(1) age 219, line 16-

add at the end
and the negotiable securUies, i 

any, held by the company

(2) age 219-

lines 20 and 21— 

ter securities gien insert 

••whether by the company or an 

oicer thereo.**

Clause 453.- (eport bu Oicial 
 dator.)

Shri C, . eshmukh I beg to moe. 

age 220- 

lines 33 and 34— 

or shall  be  submitted* ub- 
titute need be submitted*.

Clause 414.—(otxer to Summon pc- 
sons ctc.)

Shri C. . esl»mukh I beg to moe

(1) age 228, line 1—

or tendered »ubtitut paW 

or tendered.

(2) age 228, line 2—

or reuses to come** substitute 

ails to appear.

Clause 480.—(Mode o dealing etc.) 

Shri C. . eshmukh I beg to moe 

ages 229 and 230—

Transpose dause 480 oter cteUM 
628, and number it as clause 628A.

485.—(Eect o  oluntary 

winding up ctc.)

Shn C. . eshmukh I beg to mo e

age 231—

or line 2, substitute

o sioh buiaess.

Clause A96.-4. eclaration  o  solency 
etc.)

Shri C. . eshmukh I beg to moe 

age 231, line 13— 

or that the company will be able 
to pay its debts** substitute

that the company has no d  
or that it will be able to pay its 

4ebts.

Clause 489.—(oards powers etr,) 

Shii C. . eshmukh I beg to moe

(1) age 232—



12747
Componie* Bill  7 SEPTEMBER 1955  ComponU* Bill 12748

lines 15 and 16—

after “Board of  directorf”

“and of the managing or whole
time directors,  managing agent, 
secretaries  and treasurers,  and 
manager, if there be any of these”.

(2) Page 232, line 16—

after “except” insert:

“for the purpose of giving notice 
of such appointment to the  Re
gistrar in pursuance  of section 

491 or in”.

Clause 516. .—(Power  to apply to 
Court etc.)

Shri Kam̂th: I beg to move:

Page 241—

after line 16. insert:

“(c) to direct the public exami
nation in the same manner as is 
provided for in section 475, of any 
officer or other person who in his 
opinion has committed a fraud in 
relation to the promotion or tor- 
mation of the company.”

Clause 527 —(Preferential  payments.)

Shri K. K. Basu: I beg to move:

(1) Pages 243 and 244

In sub-clause (1), re-letter parts
(b) and (f) as (a) and (b) res
pectively and re-letter remaining 
parts accordingly.

(2) Page 245-

tor line 6, substitute:

“(5)(i) The debts described in 
parts (a) and (b) as so re-lettered 
In  sub-clause  (1) shall  have 
priority in payment over all other 
debts and claims including  de
bentures and any  other charge 
secured  by any instrument  re
gistered or unregistered.

(ii)  The foregoing debts save 
and except mentioned in (i) above 

shall”.

Shri C. D. Deshmukh; I beg to movr.

Page 253, Une 42—

for “or liquidator, or any offlcw* 
substitute “liquidator or officer*.

Shri Kamath: I beg to move:

Page 254—

after line 14, add:

“Provided that section 5 of the 
Indian Limitation Act, shaU apply 
to all such applications”.

Clause 542 — (Prosecution  of Delin* 
quent officers etc.)

Shri Kamath: I beg to move:

Page 254—

after line 32, add:

“Provided that this section shall 
not preclude the liquidator  who 
has not obtained the prior direction 
of the company Court under this 
section, or any other person from 
instituting or carrying on a  pro
secution.”

New aause 543A

Shri C. D. Deshmukh: I beg to move:

Clause 540.— (Power  of  Court 
assess damages etc.)

to

Page 256— 

after line 25, add:

“543A. Notification that a com
pany is in liquidation.—(1) Who* 
a company is being  wound up, 
whether by or under the supervi
sion of the court or voluntarily, 
every invoice, order for gooos or 
business letter issued by or on be
half of the company or a liquidator 
of the company, or a receiver or 
manager of the property of  the 
company, being a document on or 
in which the name of the  com
pany appears, shall contain a state
ment that the company  is being 

wound up.

(2)  If default is made in  com
plying with this section, the com
pany and any of the  following 
persons who willfully  authorises 
or permits the defaut, namely, any
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[Shri C. D. Deshmukh] 

officer  of the  company, any 
liquidator of the  company  and 
" any receiver or manager,  shall 
be punishable with fine  which 
may  extend to five  hundred 
rupees.”

New Clause 551A 

Shri C. D. Deshmukh: I beg to move: 

Page 260— 

after line 26, add:

“551A. Enforcement of duty of 
liquidator to make returns etc.—
(1)  If any liquidator who  has 
made any default in filing, deliver
ing or making any return, account 
or other document, or in giving 
any notice which he is by  law 
required to . file, deliver,  make 
or give, fails to make good  the 
default within fourteen days after 
the service on him of a notice re
quiring him to do so, the  Court 
may, on an application made to 
the Court by any contributory or 
creditor of the company or by the 
Registrar, make an order direct
ing the liquidator to make  good 
the default within such time  as 
may be sjpecified in the order.

(2) Any such order may pro
vide that all costs of and  inci- 
dential to the application shall be 
borne by the liquidator.

(3) Nothing in this section shall 
be taken to prejudice the opera
tion of any enactment imposing 
penalties on a liquidator in res
pect of any such default as afore
said”.

Clause 554— (Power of Court to de
clare etc.)

Shri C. D. Deshmukh: I beg to move:

Page 261, line 14—

after “where a company has heen 
dissolved” insert: a

"Whether in pursuance of  this 
Part or of section 393, or ether- 
wise”.

Clause 555- CPower  of  Registrar 
etc.

Shri Kamath: I beg to move- 

Page 262, line 35- 

add at the end:

“and upon such order  being 
made the company will be deemed 
never to have been struck off.”

New Clause 460A

Shri M. C. Shah: I have to move one 
more amendment.  With your  per
mission, I beg to move:

After clause 460, insert the follow
ing new clause 460A;

“460A. Control of Central Gov
ernment  over  liquidators.—(1) 
Central Government  shall take 
cognizance of the conduct of liqui
dators of companies which  are 
being wound up by the court and 
if a liquidator does not faithtully 
perform  his duties and  duly 
observe all the requirements  im
posed on him by this Act,  the 
rules thereunder or otherwise with 
respect to the performance of his 
duties, or if any  complaint is 
made to the Central Government 
by any creditor or contributory in 
regard thereto, the Central (Gov
ernment shall inquire  inf > the 
matter and take such action there
on as it may think expedient.

(2) The  Central  Government 
may at any time require any 1 qui- 
dator of a company which is be
ing  wound  up by the Court to 
answer any enquiry in relation to 
any winding up in which nc  is 
engaged and may, if the Cei.tral 
Government thinks fit,  *̂pp y to 
the Court to examine him or any 
other person on oath concerning 
the winding up.

(3) The  Central  Government 
may also direct a local investiga
tion to be made of the bookfe, and 
vouchers of the liquidators.”

MT  Cfariirnian:  All thesêamend-
ments are before the House.

Shri Kamatb: No ropies of the last 
amendment?
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Sliri M. C. Shah:  T̂he r*.6w clause
-{60A, corresponds to" section 250 of 
the English Act and specifically gives 
power to the Government to see that 
the liquidator exercises the  powers 
and  performs his duties  properly. 
Otherwise, a contumacious uqcidator 
may argue that he is answerable only 
to the court.  He will not care c\en if 
ne is removed from his appointmem̂ 
of official liquidator.  He may have 
lined his pockets adequately t! ready. 
Therefore, as it is in the ErgUsh
Act, this was being considered.  I am
sorry it has taken some time, but be
fore they are put to vote I  jus; move
this amendment, and I hope  tht whole
House will agree to the anitnament 
because after all̂ we are briôii:& the 
official liquidators also under tĥ con
trol of the Central Government  if 
they misbehave  or do not perform 
their duty properly.  I do no: think 
there can be any objection to it.

Shri HL K. Basu; Apart frjm  the 
discussion  being held  over till to
morrow, suppose there are liquidators 
who may not be official  Uquidators. 
Normally,  the cffirial liquidator  in 
future should be appointed liquidator, 
but there may be continuation of ola 
liquidators or there may be  some 
voluntary liquidation.  Does he wanx 
to include all liquidators or only court 
liquidators?

Shri C. C. Shah: Only court liqui
dators.

Shri M. C. Shah: He will alwavs say: 
“I am not obliged to answer you”.

Mr. Chairman: Order, order. I tiiink 
this is a last-minute amendment.  So,...

Shri M. C. Shah: I suggest th?t  if 
necessary we may keep it over  till 
tomorrow and we may take voting of 
the others except 516.

Mr. Chairman:  This new cause
460A that is proposed now will  be 
circulated to members tonight and it 
will be discussed and put to  vote 
tomorrow.  But for this, the  ethers 
may be put to vote.

S'hri ML C, Shah:  Yes, Sir, except
516.

Mr. Chainnan: The quesetion is

"That clause 424 stand part ot 
the BiU.̂-

The motion ivas adopted.

Clause 424 vms added to the Bill

Mr. Chairman: The question is:

Page 210, line 37—

for “a past member  shall not  'je 
liable to contribute” substitute:

“no past member shall be Uable 
to contribute”.

The motion was adopted.

Mr. Chairman: The question is:

Page 211, line 1—

before  “member” insert **p̂ or 
present.”

The motion was adopted.

Mr. Chairman: The question is:

Page 211, line 1—

omit “if any**.

The motion wcls adopted.

Mr. Chairman: The question is:

Page 211, line 21—

after “any  shares  held  by  him’ 
ad4:

“as if the company were a com
pany limited by shares”.

The motion was adopted.

Mr. Chairman: The question is:

“That clause 425,  as amended, 
stand part of the Bill”.

The motion was adopted.

Clause 425, as amended̂ was added 
to the BilU

Mr. Chairman: The question is:

“That clauses 426 to 430 stand 
part of the Bill.”

The motion was adopted.
'■ •

Clauses 420 to 430 were added to the 
Bill.
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r. Chaimia Now I shall  put 
oernment amendment No. 1036 pro
posing new clause 430A.

Shfi . . asa We can hae a
formula that all amendments moed by 
oernment may be accepted.

r. Chairman The uestion is

age 212—

after line 36 iTiicrt

430A. Contributories  in case 
of winding up of a body corpo
rate which is a member.—(1) If 
a body corporate which is a con
tributory is ordered to be wound 
up, either before or after it  has 
been placed on the  list of con
tributories,—

(a) the liuidator of the  body 
corporate shall represent it for all 
the purposes of the winding up of 
the company and shall  be a con
tributory accordingly, and may be 
called on to admit to proof against 
the assets of the body corporate, 
or otherwise to allow to be paid 
out of its assets in due course of 
law, any money due from the body 
corporate in respect of its liability 
to contribute to the assets of the 

company and

(b) there may be proed against 
the assets of the body  corporate 
the estimated alue  of its li
ability to future calls as well a» 
calls already made.

The motion was adopted.

New clause  430A was added to the 
itt.

r. Cĥrman The uestion is

That clauses 431 and 432 stand 
part of the UI.*

The motion was adopted. 

Clauses 431 and 432 were added to the 
ill.

r. Chairmaii To clause 433 there 
are two amendments,  Nos. 1(̂7 and 

1038.

The uestion is

age 213—

(i) line 36—

after in a istrict Court insert

subordinate thereto or, with the 
consent of any other High Court, 
in such High Court, or in a is
trict Court  subordinate thereto 
and

(ii) line 37—

for such  istrict  Court substi

tute 

the Court in respect of which 
such direction is gien.

The motion was adopted.

r. Chairman The uestion is 

age 213, line 39—

for the High Court  substituit
a high Court under this Act.

The motion was adopted. 

r. Chairman The usetion is

That clause 433,  as amended, 
stand part of the ill.

The motion was adopted. 

Clause 433, as amended, was added 
to the ill 

r. Chairman The uestion is 

That clauses 434 to 436 stand part 
. of the ill.

The motion was adopted. 

Clauses 434* to 436 were added to the 
ill

r. Chairman To clause 437 there 
are two amendments, Nos. 1039 ana 

1040.

The uestion is

age 214— 

after line 26 insert

(lA) A secured creditor,  the 
holder of any debentures (includ
ing debenture stoc)  whether or 
not any trustee  or trustees hae 
been appointed in respect of such 
and other lie  debentures, and

•In clause 434, Une 43,  the  word 
words with in, as patent error under

within,  was  substituted  by  the 
the direction of the Speaer.
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also the trustee for the holders of 
debentures, shall be deemed to be 
creditors within  the meaning  of 
clause (b) of sub-section (1).

(IB) A contributory shall  be 
entitled to present a petition  for 
winding up a company, notwith
standing that he may be the holder 
of fully paid-up shares or that the 
company may have no assets at all, 
or may have no surplus  assets 
left for distribution among  the 
share-holders after the satisfaction 
of its liabilities,”

The motion was adopted.

Mr. Chairman; The question is

Page 215-  -

for lines 15 and 16, substitute:

“(6) Before a petition for wind
ing up a company presented by a 
contingent or prospective creditor 
is admitted, the leave of the court 
shall be obtained for the admission 
of the petition and such leave shall 
not be granted.”

The motion was adopted,

Mr. Chairman: The question is: 

“That clause 437, as  amended, 
fitand part of the Bill.”

The motion was adopted. 

ClatLse 437, as amended*, was added 
to the Bill.

Mr. Chairman: The question is:

**That clauses 438 to 440 stand 
part of the Bill.”

The motion was adopted.

Clauses 438 to 440 were added to the 
Bill

Mr. Chairman:  To clause 441 there
are two amendments. Nos. 1041 and 
1042

The question is:

Page 216—

for line 21, substitute:

“(d) make an order for winding 
up the company with or without

costs or any other order that It
thinks fit.”

The motion was adopted.

Mr. Chairman: The question is: 

Page 216—

for lines 26 to 36, Bubstitute\

“(2) Where  the  petition  I* 
presented on the ground that it b 
just and equitable that the  com- 
•>any should be wound up,  the 
Court may refuse to make an order 
of winding up, if it is of  opinion 
that some other remedy is avail
able to the petitioners  and that 
they are acting unreasonably in, 
seeking to have the companj 

wound up instead of pursuing that 
other remedy.”

The mx)tion was adopted.

Mr. Chairman: The question is: 

“That clause 441, as amended, 
stand part of the Bill.”

The motion was adopted.

Clause 441, as amended, was added 
to the Bill.

Mr. Chairman: To clause 442, there 
is an amendment, No. 1043.

The question is:

Page 217, line 4—

for “it” substitute “the Court”.

The motion was adopted.

Mr. Chairman: The question is: 

“That clause 442, as  amended, 
stand part of the Bill.”

The motion was adopted. 

Clause 442, as amended, was added 
to the Bill

Mr. Chairman: To clause 443 thert 
are some amendments, Nos. 1044, 1045.
1046 and 1047.

The question is:

Page 217, line 9— 

for “copy” substitute  “certified 
copy”.

The motion toas adopted.

•In sub-clause (3) of  clause  437, line 38, the word “in”, occurring aftei 
the words “in  pursuance  or",  was omitted as patent error  under  the 
direction of the Speaker.
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Mr, Chairman: The question is:

Page 217—

after line 10 add:

“If default is made in comply
ing with the foregoing  provision, 
the petitioner, or as the case may 
require, the company, and every 
officer of the company who is in 
default, shall be punishable  with 
fine  which may extend  to one 
hundred rupees for each day dur- 
hig which the default continues.”

The motion was adopted.

Mr. Chairman: The question is: 

Page 217, line 11—

for “a copy of a winding up order’’ 

subsHtute:

“a certified copy of the winding 
up order”.

The motion vxis adopted.

Mr. Chairman: The question is:

Page 217, Une 16—

for  “servants”  substitute ‘offi

cers and employees”.

The motion was adopted.

Mr. Chairman: The question is:

“That clause 443, as  amended, 
stand part of the Bill.”

The motion was adopted.

Clause 443, as amended̂  was added 
to the Bill.

Mr. Chairman: To clause 444 there 
is an amendment, No. 1048.

The question is:

Page 217, line 21—

for “shall be proceeded with or 
commenced” substitute:

“shall be commenced, or if pend
ing at the date of the winding up 
order, shall be proceeded with* .

The motion was adopted.

Mr. Chairman: The question is:

“That clause 444, as amended,

stand part of the Bill.”

The motion was adopted.

Clause 444, as amended was added 
to the Bill.

Mr. Chairman: The question is:

‘That clauses 445 to 450 stand 
part of the Bill.”

The motion was adopted.

Clauses 445 to 450 were added to the 
BiU.

Mr. Chairman: To clause 451 there 
is an amendment. No. 1049.

The quesion is:

Page 219, line 7— 

add at the end:

“except by, or with the leave of 
the Court.”

The motion was adopted.

Mr. Chairman: The question is:

“That clause 451, as amended, 
stand part of the Bill.”

The motion toas adopted.

Clause 451, as amended, was added 
to the Bill.

Mr. Chairman: The question  is:

Page 219, line 16-

add at the end:

“and the negotiable securities, 
if any, held by the company;”

The motion was adopted.

Mr. Chairman: The question is: 

Page 219, lines 20 and 21—

after “securities  given” insert 
“whether by the company  or an 
officer thereof.**

The motion ivas adopted.

Mr. Chairman: The question is- 

“That clause 452, as amended, 
stand part of the Bill.”

The motion was adopted.
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Clause 452, as amended, was added 
to the Bill.

Mr. Chairman:  The question Is:

Page 220, lines 33 and 34—

for
stitute

“shall be submitted”  sul>- 
“need be submitted*’.

The motion was adopted.

Mr. Chairman: The question is.

“That clause 453, as amended 
stand part of the Bill.”

The motion was adopted.

Clause 453, as amended, was added 
to the Bill

Mr. Chairman: There are no amend
ments tabled to clauses 454 to 473.

Clause 460A is held  over.  So,  I 
shall put the other clauses to vote.

The question is:

“That clauses 454 to 473, stand 
part of the Bill-”

The motion was odopted.

Clauses 454 to 473, were added to the 
Bill.

Mr. Chairman: The question is

Page 228, line 1—  .

for “tendered” substitute  “aid 
or tendered.’*

The motion was adfypted.

Mr, Chairman: The question is:

Page 228, line 2—

for “refuses to come” substitute 
“fails to appear”.

The motion was adopted.

Mr. Chairman: The question is:

“That clause 474, as  amended, 
stand part of the Bill.”

The motion was adypted.  *

Olause 474, as amended was,  added
to the Bill.

Mr. Chairman: The question isz

*That clauses 475 to 479  stand 

part of the Bill.”

The motion was adopted. 

Clauses 475 to 479 were added to the 
Bill.

Mr. Chairman: The question s: 

Pages 229 and 230—transpose clause 
480 after clause 628 and number it as 
clause 628A.

The motion was adopted.

!Hr. Chairman: The question ip;

“That clause 480, as amended, 
stand part of the Bill”

The motion was adapted.

Clause 480, as  amended, was added 
to the BUI.

Mr. Chairman: The question is.

“That clauses 481 to 484, stand 
jart of the Bill.”

The motion was adopted.

Clauses 481 to 484, were added to the 
Bill.

Mr. Chairman: The question ?s:

Page 231—

for line 2, substitute  “of such 
ousiness”.

The motion was adopted.

Mr. Chairman: The question is:

“That clause 485,  as amended, 
was added to the Bill.”

The motion was odopted.

Clause 485, as amended, was added 
to the Bill.

Mr. Chairman: The Question is.

Page 231, line 13— 

for “that the company will be 
able to pay its debts” substitute 
“that the company has no debts 
or that it will be able to pay its 
debts”.

The motion was adopted.



12761 Companies Bill 7 SEPTEMBER 1955 Companies Bill 12762

Mr. Chairman: The question is:

“That clause 486, as  amendcO, 
stand part of the Bill.”

The motion was adopted.

ClausQ 486, a$ amended was added 
to the Bill.

Mi. Chairman: The question i«»;

"That clauses 487 and i38 stand 
part of the Bill.”

The motion was adopted.

Clausen 487 and 488 were added 
to the Bill.

Mr. Chairman: The question is.

Page 232, lines 15 and IP—

afUr ‘TBoard of directors” insert 
“and of the managing or whole
time directors.  managing agent, 
secretaries and  treasurers, and 
manager, if there be any of these”.

The motion was adopted.

Mr. Chairman: The question ij.

Page 232, line 16—

after “except” insert  “for the 
purpose of giving notice of  such 
appointment to the Registrar  m 
pursuance of section 491 or in.”

The motion was adopted.

Mr. Chairman: The question is:

“That clause 489,  as amended, 
stand part of the Bill.”

The motion was adopted.

Clause 489, as amended,  was added 
to the Bill.

Shri M. C. Shah: Clauses 490 to 539, 
excluding clause 516, which is to  be 
held over, may be put together.

Mr. Chairman:  Let us first  take
clauses 490 to 515. I take it the amend
ments to clauses 499 and 500 are not 
pressed.

The question is:

“That clauses 490 to 515 stand 
pftTt of 4he Bill.”

The motion wm adopted

Clauses 490 to 515 were added 
to the Bin.

Mr. Chairman: Clause 516 is  held 
over.

The question is:

“That clauses 517 to 526  stand 
part of the Bill.”

The motion was adopted.

Clauses 517 to 526 were added . 
to the Bill.

Mr. Chairman: The question is: 

Pages 243 and 244

In  sub-clause (1),  re-letter 
parts (b) and (f) as (a) and (b) 
respectively and re-letter remain
ing parts accordingly.

The motion was negatived.

Mr, Chairman: The question is: 

for line 6, substitute:

“(5) (i) The debts described in 
parts (a) and (b) as so re-lettered 
in sub-clause (1) shall have priority 
in pa3Tnent over aU  other debts 
and claims  including debentures 
and any other charge secured by 
any instrument registered or  un
registered.

(ii)  The foregoing  debt  save 
and except mentioned in (i) above 
shall.”

The motion was negâved.

Mr. Chairman: The quetsion is:

“That clause 527 stand part of 
the BiU.”

The motion was adopted.

Clause 527 was added to the Bill.

Mr. Chairman: The question is:

“That clauses 528 to 539  stand 
part of the Bill.”

’  The motion was aeJopted.

Clauses 528 to 539 were added
to the Bill.
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BIr. Chairman: The question is: 

Page 253, line 42—

for "‘or liquidator, or  any offl- 
cer”, substitute  ‘‘liquidator  or- 
offlcer**.

The motion was adapted.

Mr. Chairman:  The question Is:

' Page 254— 

after line 14, add:

“Provided that section 5 of the
• Indian Limitation Act, shall apply 
to all such applications”.

The motion̂ wa$ negatived,

Mr. Chairman: The question is:

“That clause 540, as amended, 
•tand part of the Bill.”

The motion was adopted.

Clause 540 as amended̂  was added 
to the Bill.

Mr. Chairman: The question is:

“That clause 541 stand part of 
the BiU.”

The motion was adopted. 

Clause 541 was added to the Bill.

Mr. Chairman: The question is:

Page 254— 

after line 32, add:

“Provided that this section shaU 
not preclude the Hquidator who has 
not obtained the prior direction of 
the  company Court under  thij 
section, or any other person from 
instituting or carrying on a  pro- 
«ecution.”

The motion wa$ negatived.

Mr. Chairman: The question is:

“That clause 542 stand part of 
the BiÛ”

The motion was adypted.

Clause 542 was added to th« Bill

Mr. Chairman: The question Is:

“That clause 543 stand  part at 
the Bill.”

The motion was adopted.

Clause 543 was added to the Bill.

Mr. Chairman: There is a Govern 
ment amendment  for a new clause 
543A.  The question is:

Page 256—

after line 25, add:

“543A. Notification that a com
pany is in liquidation.—(1) Where 
a company is being  wound up, 
whether by or under the  super
vision of the court or voluntarily, 
every invoice, order for goods  or 
business letter issued by or on be
half of the company or a liquidator 
of the company, or a receiver or 
manager of the property or  the 
company, being a document on or 
in which the name of the company 
appears, shall contain a statement 
that the company is being  wound 
up.

(2)  If default is made in  com
plying with this section, the com
pany and any of  the following 
persons who wilfuUy authorises or 
permits the default, namely, any 
ofiRcer of the company, any liqui
dator of the company and any re
ceiver or manager, shall be punish
able with fine which may extend 
to five hundred rupees”.

The motion was adopted.

New Clause 543A was added to the 
 ̂ Bill.

Mr. Chairmjm:  I shall nov  put
clauses 544 to 551 to the vote of  the
House,  I hope amendment to clause 
544 is not pressed.

Th« question is:

“That clauses 544 to 551  stand 
part of the Bill.”

The motion was adopted.

Clauses 544 to 551 we¥e add̂d 
to the Bin.
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Mr. Chairman; There is a Govern
ment amendment, No. 1062, for a new 
clause, 551A.

The question is:

Page 260-

after line. 26, add:

“551A. Enforcement of duty of 
liquidator to make returns etc.—
(1)  If any  liquidator  who has 
made any default in filing, deli
vering or  making  any  return, 
account or  other  document, or 
in  giving  any  notice  which 
he  is  by  law  required  to 
file,  deliver,  make  or  give, 
fails to make  good  the default 
within fourteen  days  after tut 
-service on him of a notice reqmi- 
ing him to do so, the Court may, 
on an application  n̂ade  to the 
Court by any contributory or cre
ditor of the company or by tne 
Registrar, make an order direct
ing the liquidator to make gooa 
the default within such time <ta 
may be specified in the order.

(2) Any such order may provide 
that all costs of and incidental to 
the application shall be borne by 
the liquidator.

(3) Nothing in this section shall 
be taken to prejudice the opera
tion of any enactment imposmu 
penalties on a Uquidator in res
pect of any such default as afore
said.”

The motion was adopted.

New Clause 551A was added to the 
Bill

Mr. Chairman: The question is:

"Tnat clauses 552 and 553 stand

part of the Bill.”

The motion was adopted.

Clauses 552 and 553 were added tc 
the Bill.

Mr. Chairman:  The question is; 

Page 261, line 14— "

after “where a  company  has 
been dissolved” insert  “Whether' 
in pursuance of this Part or of 
section 393 or otherwise”.

The rvjotion was adapted.

Mr. Chairman: The question is:

“That clause 554,  as amended, 
stand part of thê Bill.”

The motion was adopted.

Clause 554, as amended, was added 
to the Bill.

Mr. Chairman: The question is:

Page 262, line 35— 

add at the end:

“and upon such  order being 
made the company will be deemed 
never to have befen struck off”.

The motion was negatived.

Mr. Chairman: The question is:

“That clause 555 stand part 0# 
the Bill.”

The motion was adopted.

Clause 555 was added to the Bill.

The Lok Sabha then adjourned tiu 
Eleven of the Clock on Thursday, ttw 
Sth September, 1955.




