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Continuance Bill 

[Mr. Deputy Speaker]

The question is:

*‘Thai clause 2, as  amended,
ŝtand part of the Bill.”

The motion wan adopted.

Clause 2, as ainended was added to 
the Bill
Clause 3, Clause  1, the  EnactiTif/
Formula and the Title were  added 
to the Bill

Sardar Swaran Singh: I beg to move:

“That the Bill, as  amended, be 
passed,”

Sliri Kamatii rose,

Mr, Deputy-Speaker: The question is:

“That the Bill, as amended, be

Companies Bill 10998

The motion was adopted.

Shri Kamath: I must protest against 
this attitude.  You are very fast, we 
•cannot keep pace.

Mr. Depnty-Speaker: The hon. Mem­
ber is faster than myself.  He will 
bave ample. opportunity on the Com­
panies Bill.

Shri S. S. More: That does not mean 
that he qannot speak on this Bill.

Shri Kamath: I cannot speak on Com- 
paniee Bill in this connection.

Mr. Depaty-Speaker: It is not as if 
every hon. Member should speak on 
every subject.

Shri Kamath: I was going to speak 
on entirely different points, the admi­
nistrative set-up.  '  '

Mr. Deputy-Speaker: The hon. Mem- 
?ber appeared only at the  fag end of 
the discussion.  Some hon. Members do 
not take interest.  I know the name 
of every hon_ Member who was sitting 
here and rose or sent chits.  I called 
12 hon. Members.  The hon. Member 
comes in like a lightning at the end. 
and wants to speak.

Shri Kamath: I did not send a chit, 
but I rose thrice.  .

Mr. Deputy-Speaker: I am going to 
next item.

Shri Kamath; Most unfair, n̂ost im­
pair.

Mr. DepatySpeaker: It can never be 
said about me.

Shri BLamath: On this occasion̂ you 
have been very unfair.  I am walking 
out

COMPANIES BILÎ ontd.

Mr. Depaty-SpeaJcer: The House will 
now take up clause by clause consi­
deration of the Companies Bill

The first group consists of clauses 1 
to 80 and 9 hours have been allotted 
for it.  As usual, clause 1 will be held 
over until all the clauses and schedules 
of the Bill have been disposed of. Hon. 
Members who  wish  to  move  their 
amendments to these clauses will kind­
ly hand over the  numbers  of  their 
amendments, specifying the clauses to 
which they relate, to the Secretary at 
the Table within 15 minutes and they 
will be treated as having been moved 
subject to their being otherwise admis­
sible.

Shri K. K. Basa (Diamond Harbour): 
Are all the  amendments  to  these 
clauses taken as moved.

Mr. Depaty-Speaker:  Whosoever is 
not here, his amendments will not be 
treated as moved.  I do not treat every 
amendment that is tabled as moved. 
Those hon. Members who are present 
need npt all move their amendments. 
The normal procedure is that I ask 
every hon. Member to get up, then ask 
**Do you move this amendment?” He 
might say, **No, Sir; I will move some 
other amendment’*, and so on and so 
forth. So, in order to avoid waste of 
time, I am asking hon. Members who 
are present to send chits giving the 
numbers of the amendments which they 
would like to move.  15 minutes have 
been given for this purpose. I wiU treat 
those amendments as moved and I will 
also read out the  numbers  of the 
amendments taken as moved. In the 
meanwhile, discussion may go on.  I 
will not treat as moved the amend­
ments of those hon. Members who are 
not present.  Others who are present 
should send chits to the Table. This is 
for the purpose of saving time.

Shri S. S. More (Sholapur): Does It
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mean that as far as clauses 2 to BO are 
concerned only  the  amendments of 
those Who are present here at the mo- 
m t̂ will  be  treated  as moved?  9 
hours are allotted for this group and 
a Member who may not be present now 
may be present sometime afterwards. 
What about his amendments?

Mr. Deputy-Speaker: I will be indul­
gent.  What I  want  is  that  within 
half an hour hon. Members must know 
what are the points on which they wish 
to speak.  If at the end  of  eighth 
hour, an hon. Member comes and says, 
I want to move my amendment, what 
is to be done! For instance, Mr. More 
who might have already spoken may 
say, I would have spoken about  this 
matter also. That is the difficulty.

Shri Tulsidas (Mehsana West): In- 
ftead of taking clauses 2 to 80, may I 
suggest that we shouJd start from the 
first chapter and consider the amend' 
ments  to  those clauses  only? ,The 
other chapter may come in later on.

Mr. Deputy-Speaker:  I am  agree­
able. I have also felt that after having 
allotted nine hours for clauses 2 to 80, 
it may require some sub-division also. 
The sub-committee which was appoint̂ 
«d went into the matter and it telt 
that clauses 2 to 80 could be placed 
under one head. ,

Shri  N. C. Chatterjee (Hooghly): I 
suggest and I hope the hon. Minister 
will agree that clauses 2 to 10 should 
be taken up first. If you kindly look at 
the clauses. Part I detention starts from 
clause 2 goes up to clause 6  which 
deals with meaning of ‘relative’. Then, 
come clauses 7, 8 and 9: Interpretation, 
power of the Central Government to 
declare an establishment not to be a 
branch office, and overriding of memor 
randum, articles, etc., and clause 10 
deals with the jurisdiction of courts. It 
wfll be better if we take up this group 
and dispose it of.

Mr. Deputy-Speaker:  I  agree.  In
the meanwhile, hon. Members, includ­
ing the hon. Minister of Revenue and 
CfVil Expenditure, who has taken some 
pains to look into this matter, will 
please Indicate to us hpw tiMM 9 liourt 
could  be apportioned  among  these

clauses. That is Part I: it relates to 
definition and jurisdiction, etc.  Then 
comes to  Part  II:  Incorporation of
company and matters incidental there­
to, Memorandum of Association, etc. 
I  think  we  can  convenienily  take 
clauses 2 to 10 as one group.  Then* 
clauses 11 to 19 will be another group. 
Then comes  clause  20:  provisions
with respect to names of companies 
Articles of association, etc. clauses 25 
to 30. Then we may take up clauses 
31 to 41: change of  registration  of 
companies, general provisions with res­
pect to memorandum and cirticles. Then 
come clauses 42 to 44: private com­
panies.  Then, contracts  and deeds» 
service of notice,  authentication  of 
documents, etc. That will be another 
group.  Then comes Part  III:  Pros­
pectus and allotment, commissions aiid 
discounts, issue of shares at premium 
and discount, redeemable  preference 
shares. If these are the 6 or 7 groups, 
we can take up.  The arrangement is 
this.  Clauses 2 to 10 may form one 
group, definition group or Preliminary 
or Part I,  Then, clauses 11 to 19 will 
be another group: Incorporation  of 
company, Memorandum of association, 
etc. The third group wiU be clauses 
20 to 24.  The next group will  be 
clauses 25 to 30.  The next group will 
be clauses 32 to 39. The next group 
wUl consist of clauses 40 .to 53.

Shri Asoika Mehta (Bhandara): Maj
I point out that the largest number of 
amendments are  to clause  2.  I am 
afraid, we shall have to devote consi­
derable time to a discussion of that 
dause.

Mr. Deputy-£̂ êaker:  I am cn an­
other i>oint

Shri Asoka Mehta:  You are group; 
ing like this.  Hiere  are a  number
of clauses on which  there are very 
few amendiiients.  In some  clauses 
there are 2 or 3 amendments. Can we 
divide  the tune  in that  arbitrary 
fashion? If you divide like that, per­
haps the same person may have to 
speak 3 or 4 times. If you keep them 
as they are k̂ t  together,  perhaps 
each speaker will speak ortly once in 
the course of 9 hours and make his 
observations bn the various  amend- 
mîits. '
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Some H(ml Menben; That would b« 
very difficult.

Shzl N. C. Chatterlee: May X suggest
one course? It is quite true, that Shzl 
Asoke Mehta points out that the lar­
gest number of amendments are cen­
tered round the first group, that is Part
I, covering clauses 2 to 10. If you make 
it one group and  give us 5  hours, I 
think that would be best̂ If you split 
the rest as Parts II and III and give 
two hours each, it would be best: Part
II clauses 11 to 53 and Part III clauses 
54 to 80. There will be some symmetry 
and some basis.

Mr. Depoty-Speaker: My grouping, 

as I did, does not necessarily  mean 
that time will be allotted merely be­
cause it is a group. The importance of 
the group will be taken into consider­
ation. In regard to  clauses 2 to 10. 
there are a lot of  amendments and 
this group will get more time. For the 
purpose of enabling hon. Members to 
speak, We may put it in two groups. 
As suggested by Shri N. C. Chatter- 
jee, we âay take Part I, clauses 2 
to 10.  Then we may take  Part IL 
We may split it into two parts: Memo­
randum of  Association,  articles of 
associaticm, etc.

Shri N. C. Chatter̂: Clauses 11 to 
53 may be taken as one group.

Shri S. S. More; Even then, the sub­
ject of Prospectus will be closely as- 
•CKiated with Memorandum of Associa­
tion. I suggest all these three. Arti­
cles of association,  memorandum of 
association and prospectus can go to­
gether so far as discussion is concern­
ed.  They are cognate subjects.

Mr.  Deputy-SpeidKer:  Very  well;
prospectus is only issued to the pub­
lic.

Shri S. S. Mate:  Articles afXfi the
memorandimi will be the basic docu­
ments and prospectus is what will be 
axmounced to the public. ,

f
Shri C. C. Shah (Gohilwad-Sorath): 

I wanted to suggest what Shri N. C. 
Chatterjee hat suggested.  What Shri 
N. C. Chatterjee has suggested is more 
practical that Parts I, II and in may

bc' taken u|> separately as each group. 
Each Part deals with entirely different 
independent  subjects.  Partitnilarly. 
Part I will be the path which will take 
more time than the other two pâ.

Mr. Depnty-Speaker:  We are all
agreed.  As suggested by Shri S. S. 
More, that part of Part III dealing 
with prospectus goes with Memoran­
dum and articles of association rather 
than with allotment, commissions, etc. 
That is the small point.

Shri S. S. More: Instead of stopping 
at clause 53, we may stop at clause 67. 
Allotment, etc., wiU be a different pro­
blem.

Shri C. C. Shah:  Really sj>eaking..
prospectus is by itself an independent 
subject, independent from articles and 
memorandum.  It can be dealt with 
separately.  That is my suggestion as 
suggested by  Shri N. C. Chatterjee.

Mr. Depnty-Speaken Anyhow, it is 
not going to be dealt with separately. 
Even in Part III. Prospectus is only 
a portion.  The only point is whether 
it should be tacked on to Part II or 
Part ni.

Shil C. C. Shah: AU right; as you 
please.

Mr. Depnty-Speaker: The final agree­
ment is this.  Clauses 2 to 10 will be 
taken up as group 1. Clauses 11  to 
67 will we taken in the second group,, 
that is inclujding prospectus.  The rest 
of Part III will be taJan as the next 
group, that is clauses 68 to 80, both 
inclusive.  That is, clauses relatiijg to 
capital issue, allotment, etc., will be a 
homogeneous group.  Time will be al­
lotted not only according to the amend­
ments tabled, but also according to the 
importance of the clauses.  Hon Mem­
bers may not have tabled amendments;
I cannot say that they ought not to 
speak. Notwithstanding that there are 
no amendments with respect to any 
particular portion, issue of capital, al­
lotment, etc. are very important mat­
ters: not merely definition.  After all* 
the definition goes with what foUows. 
The number of amendments is not the
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criterion.  1, would like hon. Members 
to decide among themselvea how the 9 
hours may be distributed.

Shri N. C. Chatterjee: I am ruugest-
iag that 5 hours may be allotted for 
the first group.

Mr. Depnty-Speaker: Allotment and 
other things do not require time?

Shri N. C. Chatterjee; You will have
4 hours left over,  You may split it 
into two hours for each part.

Mr. Deputŷpeaker: Pour hours. 3 
hours and 2 hours: that is my feeling.

The Minlst̂ of Finance (Shri C. D. 
Deshmnkh): I think, 5. 2h and U hours 
would be all right. Allotment is not 
a matter of controveriy,

Mr. Depaty-Speaker. AU right.

Shri Tulsidas: Even if we take clauacs 
1 to 10 as one group, there are differ­
ent subjects.  In Definitions, there art
dijfferent sujects.  Then, definition is 
only from clauses 2 to 7. Then, there 
are other subjects, as already pointed 
out by Shri N. C. Chatterjee whidi 
require explanation. When  we  deal 
with clause 10, we wiU have to deal 
with all the clauses up to 80.

Mr. Deputy-Speaker:  We originallŷ
wanted to speak on clauses 2 to 80. 
Now we will  take  clauses 2 to 10. 
Any hon. Member may speak on any 
of these clauses and the amendments 
relating thereto.  When the questicm 
of putting them to vote arises, if any 
hon. Member says that a particular 
clause or amendment  may be  put 
separately, I will do so. Otherwise, il 1
there is no objection, I will put them  »
all together.

Now, clauses 2 to 10 will get 5 hours: 1

11 to 67—2̂ hours, and the rest 68 to | 
80—li hours.

Shfl Asoka M̂ta: A Member can 
■peak thrice?

Mr. Depnty-Speaker: Oh yes, a Mem.
ber can speak thrice.

As soon as the five hours are over,
1 wHl close the discussion and apply 
tile gudotlna.

Shri C. D. Deshmnkh rase.

Mr. Depaty-Speaker. Does the hon. 
Minister want to say anything?

Shri C. D. Deahmakh; Do we begin 
nowf

Mr. Depaty-Speaken Yes.

Shri N. C. Chatterjee: First, the hon. 
Minister might  Uke to say somethinf
about the amendments and their impli­

cations.

Mr. Depnty-Speaker. And it will also 
be useful.  With  respect  to  these 
clauses if the hon. Minister himaalf 
has tabled any amendments or he is 
going to  accept  any  of . these 
amendments, to a large extent we wIQ 
know where we stand, and hon. Mem­
bers need not press those i>oints wliidi 
are admitted.  With reo>ect  to  the 
others, they may pick and choose and 
devote their attention.

The hon. the Finance Minister.

Shri S. V. Ramaswamy (Salem): Tha 
consolidated list has not yet been dis­
tributed to us.

Mr. D̂ty-Speaker.  What Is tha
consoUdated Ust?  They are all num­
bered together.

Shri S. T. Bamaswamy:  No.  Sir.
Clause by clause.  The numbers are 

different.

Mr. Deputy-Speaker: I have got a 
list here for each clause,  I will ask 
them to circulate this.

This has been circulated.

Shri S. Y. Bamaswamy:  That givea 
only the number of the amendment for 
each clause.  That will not be enough.

Mr. Depaty-Speakem What will be 
enough?

Shri S. y. Bamaswaaiy:  The num­
ber of the  clause,  for instance,  for 
wh!cb the  CJovemmant  have glvan 
amendments, that has also to be tabu­
lated.



Mr. Deprnty-Speaker: I am not able 
to foUow the hon. Member.  What has 
been done is, all the amendments that 
have been tabled have been serially 
numbered.  That is number one. And 
the office has further done this: under 
cach clause the numbers of the amend­
ments have also been put down.  Fur­
thermore evidently the hon. Member 
wants a synopsis of the amendments.

Sliii S. V. Bamaswamy: My submis­
sion is this. It is all in the form of 
lists 1, 2, 3, etc.  I want a consolidated 
list.

Shri S. S. More:  On the previous
evasion a consolidated list was prepar­
ed to amendments on all the clauses, 
giving all the amendments, giving the 
whole amendment, not only quoting the 
number.

Mr. Depifty-Speaker: I do not know 
what the hon. Members want. I have 
got in my hands here a list, and I am 
Informed by the office that this  has 
been circulated. It gives for example . 
against clause 2 all the amendments to 
clause 2.

Shrt K. K. Basa: The numbers.

Mr. Deputy-Speakcr: Yes. And then 
vAierever Government  have  tabled 
amendments, at these places we have 
indicated “Government”. We have got 
the serial numbers of the  amend­
ments there. Hon. Members will have 
to read that along with this.

Shri T. S. A. Chettlar (Tiruppur):
Till now when Bills have been brought 
forward, these numbers were not given 
but the actual amendmentis were given 
for the clauses.  Now, doing work as 
we do, it takes quite a lot of time be- 
diuse each of these  numbers  are in 
ddfiferent lists, and it is not indicated 
here in which list these amendments 
are. Amendment No. 63 may be  in 
the twelfth list whereas 64...

Mr. D̂ mty-Speaker; That does not 
matter.  Tĥ are  serial̂  num­
bered. 11am afr̂ d there is a confusion 
about the lists. Hon.  Members may
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forget these lists.  Prom 1 to 1,000 dl 
of them are serially  zuimlwed.  In 
whatever list they might be;  For the 
purpose of circulation it is put as m 
list, but that list does not start once 
again from number one.  The tenth list 
starts with the number 150. Therefore, 
the lists may be left out pf account 
This is the practice that we have been 
adopting for nearly a year and half 
so...........

Smne Hon. Members: No, no, Sir,

Mr. Depnty-Speaker: No or yeS, this 
is the practice at least for the Com­
panies Bill.  I am not going to si>end 
more time on this matter.  Hon. Mem­
bers must take more pains  in  this 
regard.

Shri K. K. Basa: Tomorrow they can 
circulate the consolidated list.

Shri T. S. A. Chettlar: May I point
out to you  that  we  think  it  is a 
very inconvenient system?  It will not 
facilitate the study of amendments and 
following the proceedings in the House, 
and I think we should adopt the old 
procedure, that for each clause all the 
amendments are printed.  That was 
the  old procedure  and that  should 
be adopted.  This is a very inconveni­
ent form, and I think that within the 
few hours that are allotted, the diŜ 
cussion will be stiffed by merely refer- 
ing to it.  I think that the old system 
should be adopted.

Mr. Depnty-Speaker: The hon. Mem­
ber has, I think, a short memory. We 
have adopted a different method.  The 
hon. Member has been here for twenty 
years now.  The old practice Is that 
of having lists and each list starting 
with serial numbers beginning  from 
No. 1.  Then the procedure was adopt­
ed of gathering all  these.  Formerly 
there was list No. 7 and êndment 
No. 10 for example.  There were two 
uncertain factors. The procedure that 
has been now adopted  is to tabulate 
all the amendments, number them seri­
ally from 1 ottwards.

Therefore, there is no difficulty, and 
tlien tl̂ key is also given here.  For 
dause 2, you have only to refer to liH
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these amendments.  The difficulty if 
any is not going to be obviated if there 
is a tabular statement imder  each 
clause repeating them once again and 
printmg the whole thing.  It may be 
that some amendment that comes now 
may not be put in that order of serial 
numbers— 1, 2, 3, amendment (a) sub­
division (a) and so otl and so forfli. 
That takes time for the office as it does 
for the hon. Member. This key with 
the serial numbering is what has been 
adopted for some time  past.  Under 
these circumstances, hon. Members will 
kindly put up with  whatever  incon­
venience there is. I do not think there 
is any help.

Shri T. S. A. Chettiar: The office is 
there to help us.  It is for the office to 
put up wiih some inconvenience.

Shri U. M. Trivedi rose,

Blr. Depnty-Speaker:  Very well, the 
hon. Minister.

gaitew Z to 10

Shri C. D. Deshmukh: I have amend­
ments Nos. 245 to 267  without any 
break and Nos. 282 to 284. These are 
amendments to clause 2.  Then No. 285 
which is Government amendment to 
clause 3; No. 286 to clause 4, and No. 
287 to clause 6.

I  propose to say a few words in re­
gard to these. Before I do so, I would 
^o like to say that since you have 
received intimation that certain other 
amendments have been moved which 
are acceptable, I would like to name 
them.  They are  against  clause 2— 
Nos. 325, 327, 329, 333, 335 and 337. 
They all stand in the name of Shri 
C. C. Shah.  We propose  to  accept 
them.

Now, in regard to amendments 245 
to 267, they appear very nimierous. 
but the explanation is a very short 
one. The object of these amendments 
is to make the deflnitipn of the expres­
sion ''associate** in clause 2. sub-clause 
(3) more water-tight.  It is obiviously 
necessary to disqualify a relative of a 
director  or manager  of a managing 
agency company, as otherwise the pro- 
î̂on restricting the appointment of

associates, as selling  agprttg, buying 

agents etc., under clause 356 and the 
following clauses wiU be defeated. The 
disqualification of a relative  without 
disqualifying the firm in which such 
relative holds a share—̂it may be a 
fourteen anna share—will be snomstr 
lous and will tend to nullify the ob­
ject with which the disqualification is 
imposed.  Likewise, the disqualification 
of a partner emails the disqualification 
of a firm in which the partner is a 
member.  In counting the percentage 
of the total voting power m a body 
corporate which would entail the rfig- 
Qualification of the body corporate, it 
is necessary to include  the  voting 
powers exercisable not only by the 
. partner or partners or firm of firms, 
but also the voting power exercisable 
by a relative or relatives and the pri­
vate company or companies.  The posi­
tion of a partner is similar to that of 
a relative and the position of private 
companies is similar to that of firms. 
The inclusion of firms alone without 
including private companies will tend 
to defeat the object, as the firm may 
then by registering itself as a private 
company easily get over the disquali­
fication.  This  deals  with  all  the 
amendments to clause 2 (3).

As regards clause 2 (4), the amend­
ments are modelled on the  amend­
ment suggested to sub-clause (3) about 
which I have spoken.  They involve 
no new points and the reasons for the 
amendments are exactly the same as 
those for the amendments to sub-clause
(3).

Then. I come to some other amend­
ments to clause 2.  There is clause
2 (15).

Shri K. K. Basa: Which amendirenf?

Shri C. D. Deshmukh:  Amendment 
No. 282. This is  intended  to  darity 
clause 50, which lays down the mode 
of service of documents applicable to 
income-tax notices etc., issued in pur­
suance of the Indian Income-tax Act 
as well as to communications s«it in the 
ordinary course to companies and not 
in pursuance of any Act.  This is a



IÎ 3̂^̂3 Companits Bill 23 AUGUST 1955 Ccympanies Bill tioio

[Shri C. D. PohAiikk]

small amendment in piirs\ianee at a 
recommendation made by the Central 
Board of Revenue.

Then there ia a small amendment, 
namely amendment No. 283 to sub­
clause 30 of clause 2.

Heds  (Nizamabad):  Clause
aoT

Shri C. D. Deshmvkh: Sub-clause SO. 
Oause 2 happens to have many sub­
clauses.

Three sections that are named there 
have crept in by mistake.  There is 
no reference to auditor in anyone of 
them.  The omission of the reference 
to these clauses therefore rectiflw a 
clerical mistake.

Then, there is amendment No. 284 
to sub-clause 40 of clause 2.  This is 
consequential on the amplification of 
clause 6C4. It has been proposed sepa­
rately to provide for the Central Gov­
ernment to appoint  additional joint 
and deputy registrars.

Then, there is amendment No. 285 
which is to clause 3 (1) (ii) (f). This 
amendment expands paragraph (f) so 
as to make it cover not only Part B 
States but also merged territories which 
will include some Part C States as 
well as territories merged in Part A 
States.  It brings the paragraph into 
line with the defliiition of ‘existing 
company* in the Indian  Income-tax 
Act.  Here, we should refer to clause 
7A of section 2 of the Income-tax Act, 
which was inserted therein by Act XLI 
of 1954.

Then there is an amendment to clause
4, whidi is numbered 286.  The ex­
planation is, where the voting system 
in a body-corporate registered in Eng­
land or some other country is different 
frcHn that adopted in this Bill, it may 
happen that the company is a subsi­
diary or a holding company of the body 
corporate under the En̂ sh or other 
Uw, but not under the  Indian  law. 
*nUs would result in an anomaly, i.«.

the subsidiary of an  English  Coi»- 
pany in England will not be treaVcd 
as a subsidiary of the name company 
in this country.  It is therefore coniL. 
dered desirable to make the subsidiary 
or holding company of  the  foreign 
body-corporate a subsidiary or holding 
company of that body-coriK>rate  for 
the purposes of this Bill also.

The last amendment in tĥ groUp 
is amendment No. 287,  which is an 
amendment to clause 6. It is consider­
ed desirable that first cousins should 
not be treated  as relatives  imlesa 
they are members of the same joint 
family.

That is all in regard to Government 
amendments and  the  amendments 
which Gtovemment  are  prepared to 
accept. •

Mr. Depnty-Speaker: I have been just 
discussing with the office as to what 
can be done.  No doubt, it will help 
hon. Members if this key is translated 
further and regular amendments which 
have been tabled are also reproduced 
in extenso, instead of making it neces­
sary for every hon. Member to take 
up the key and also the lists of amend­
ments. and just go on looking into them 
from time to time.  This matter was 
examined, and it was found that the 
following  difficulty  arises,  For ins­
tance, at present we are taking clauses
2 to 80.  If as soon as the discussion 
on this group of clauses is started, by a 
particular time all the  amendments 
come, then we can have a ronsolidated 
list.  But as we go on, their children, 
grand-children and great grand-child- 
ren are also coming in, and even at the 
last minute, amendments come in. If 
that is the position, then how can the 
consolidation take place? In the House 
of Commons they issue a first conso­
lidated list, then second consolidated 
list, and then  a third  consolidated 
list. Let us see whether we also can 
adopt that here. I find that in practice 
it is not often possible for hon. Mem­
bers to think  of everything  com­
pletely at one stage; after some dis­
cussion also,  they think  of  some 
amendments.  Then, we have to rule 
them  out,  if  the  consolidation
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does not fit in. Anyhow, let us see in 
practice what we find. There is  no 
intention not to enable an hon. Mem­
ber to refer to these lists of amend­
ments in a convenient manner, or to 
cause other inconvenience to the hon. 
Members on the floor of the House.

Originally, the practice was that the 
amendments were numbered  serially 
only within each list, and not serially 
and consecutively from Hit to  list 
Thereafter, the practice of giving con­
secutive numbers to all the amendments 
has been adopted.  Now, their key also 
has been given.  Now, an addition to 
thib key is expected, namely that the 
entire amendments imder each clause 
and its sub-clauses should be printed 
together, so that it will enable  hon. 
Members to refer to them without in­
convenience.  Certainly, that would be 
B good thing.  But let hon. Members 
also think about this point as to whe­
ther, so far as this group is concerned 
for the present, they will stop giving 
amendments after a particular time, 
so that there will be time for prepar­
ing a consolidated list, and similarly, 
whether when we go to another group 
of clauses, they will be prepared to 
agree that the last day for receiving 
amendments to that particular group 
of clauses, and the  last  hour,  last 
minute etc. will be a particular day, 
a particular hour and a  particular 
minute.  If they can agree to that, ̂  
can have a consolidated list placed in 
the hands of hon. Members.  Let us 
consider that matter.

Shrl T. S. A Clhettiar: This can be 
done: till a  particular  date  all  the 
amendments might be  given in the 
consolidated  list.  The  amendments 
that come later may be in separate 
lists.  Then, again, the  consolidated 
list may be revised.  Otherwise, the 
discussion will become diflftciat.

 ̂ Pandit Thakor Das BhargsTa (Gur- 
gaon): At the time when we were fram. 
ing the Constitution, in the Constituent 
Assembly, we were  following  this 
practice. First, there was one consoli­
dated list; then,  there was  another 
consolidated list, and so on.  What is 
the difficulty in that? Supposing we 
have now got 15 lists,  then these 15

can be consolidated first  If others 
come, they will remain separate, if 
they cannot be  consolidated.  Even 
that would facilitate us very much.

Now, for instance, the hon. Minis­
ter has moved many amendments. We 
have not quite followed what amend­
ments he is accepting, and what his 
own amendments  are.  Personally  I 
have seen all these amendments and 
I have gone through everyone of them, 
and so I have  followed.  But  the 
House has not understood fully what 
amendments he  moved in  hia
name, and what amendments he is ae> 
cepting from others.  Now,  he has 
stated the numbers  of his amend­
ments. He has said that he is moving 
amendment No. 284.  I have got to 
look up the list and find out what that 
amendment  is. The next  number 
may  be  280,  and  the  number 
after  that may be  323.  It  is im­
possible to  follow  the whole  thing. 
If the House wants a good discussion, 
then the only course is that we have a 
consolidated list, from which we shall 
be able to follow. Otherwise, we can­
not foUow at an.
Mr. Depoty-Speaker: I shall consi­

der this.

Shri S. S. More: May 1 make one 
suggestion?  The  Finance  Minister 
was pleased to give us the numbers 
of his amendments. To  find out or 
search frcHn the so-called great reser­
voir  of  amendments  a  particular 
amendment is extremely difficult We 
know the fate of other amendments, 
and so we  are  not  very  particular 
about  those  amendments, or at least 
I for my part will not be very parti­
cular.  But in respect of amendments 
which  Government propose to moviê 
and which stand  in the names of 
other  hon.  Members  but are going 
to be accepted  by  Govemm«it,  If 
we are given prior  intimation,  we 
shall c<»ne pr̂ ared.  As  far  as my 
hon. friend Shri C. C. Shah is concern­
ed. I know that he simply  acts M| 
zamins for Government  But, for all 
these amendments, at leâ prior in­
timation should be given saying that 
Government are going to acĉt sudi 
and such amendments.  Then, we diall 
come prepared.
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Ifr. Depnty-Speaker:  That  Is  an
impossible practice  What has been 
happening all these days is this. Hon. 
Members have got both the  amend­
ments as also the key circulated to 
them.  They are expected to come pre­
pared with everyone of them.  Against 
amendments tabled by  Government, 
tile word ‘Govt.’ is also noted there in 
the key. If i>erdiance on the floor of 
the House the hon. “Minister is persu­
aded to accept an amendment, and in 
view of the volume of opinion here he 
<tecides to accept an amendment, how 
ean he give advance  intimation  and 
say, I am going to accept this amend­
ment?

Shri C. D. Deshnmkh: I may even 
accept an amendment from the oppo­
site side; I do not know.

Shri S. S. More: I am not so opti­
mistic.

Mr. Depnty-Speaker:  Every  hon.
Member is expected  by himself or 
with' a group of other hon. Members, 
to read everyone of the amendments 
that have been tabled, and in respect 
of which a key has been given, besides 
the original amendment lists that have 
also been circulated.  I do not think 
it is easy if hon. Members ask the 
Finance Minister to say in " advance 
wiiat  amendments  he  is  going to 
accept. That is rather difficult.

So far as the preparation of the con­
solidated list is concerned, I shall con̂  
Eider; I shall discuss it with the office 
and  the Hon. Speakeri and  if  it is 
possible to enable hon.  Members to 
have  it, we shall see that it is done. 
For the present, let us get along with 
this.

Shii C. B. Desfamnkh: These are in 
a consolidated form,  because  my 
amendments are from amendment No. 
245; 245 foUows 244. and it goes on 
serially up to 267.  They are all there 
in one lump. So, with  reference  to 
what Pandit Thakur Das Bhafgava has 
 ̂*aid...  '

Paaffit Thakur Dfts Bhariiaita: So far 
as I im concerned. I have followed, 
for 1 have Ipok̂ into every ameiid- 
ment.  But it is rather dlAcuft for 
every Member to follow.

Mr. D̂ty-Speaker: Other Membew 
also will be equally able to follow.

Shri C. D. Deshmnkh: I am reallj
announcing a numerical truth that if 
you begin with 245, you go on till 267* 
On that, I have made a very short 
statement. They are all small amend­
ments because they are in  various 
lines; and the other lot of amendments 
is  from 282  to  287. That  is, again*, 
in  another place.  That cannot  be­
any worse  than  if  you  had  tl̂ 
consolidated amendments; they would 
just  stand  out  in exactly  the same 
form before hon. Members.  So that 
it requires  a  little  previous  study 
of tite amendments if the commentary 
on them is to be fĉowed, but if hon. 
Members look at them while I read 
245 to 267. of course they will nevet 
be able to follow.

Mr. Depnty-Speaker:  We are nô
proceeding with all the amendments 
to clauses 2 to 10.

Dr. Krishnaswami  (Kancheepuram): 
May I make a submission?  Clauses 2 
to 10 deal with definitions.  They may 
be taken up after we have disposed 
of the other clauses, the substantive 
clauses.

Mr. Depnty-Speaker: What are theyT

Dr. Krishnaswami:  From Part II
onwards, because here  the meanings: 
of terms are given.

Mr. Depnty-Speaker: The hon. Mem­
ber is a little too late. All hon. Mem* 
bers who have spoken so far  hav» 
pinned their faith on this group <St 
clauses, 2 to 10, as if this is the very 
soul of company law, and they have 
allotted five hours for it.  The other 
clauses have  been thrown  to  the* 
backgroimd.

Shri Ttidsidas: I have amendments to 
the  following  clauises:  disuse 2-̂
amendments Nos.  147, 148, 149,  150,.
151, 152, and 153; clause 5— amend­
ment No. 154 and clause  6—  amend­
ment No. 156.  That covers lAost of 
the clauses exciting clause 7 whick 
I wanted to delete by ah am̂ dmeht.
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But that amendment has not been ad­
mitted, because I was told that I could 
6pp0£:e the whole amending clause, and 
tiiere could not be an amendment to 
delete a clause. But I wanted to delete 
clause 7, though they have not ae- 
ĉted my amendment.

[Shhi Barman in the Chair}

It is rather difficult for me to go 
into all the different aspects.  I woiiid 
first like to deal with  amendments 
147 to 150 relating to clause 2. Regard­
ing clause 7, 1 will speak afterwards. 
Amendments Nos. 147 to 150, relate to 
the question of relatives.  My £imend- 
ments seek to exclude relatives froin 
the definition of ‘associate’.  I would 
like the hon. the Finance Minister to 
mark that I am not opposed to asso­
ciates. but I am trying to see that re­
latives are excluded from the scope 
of ‘associates’.  On the recommenda­
tion of the Company Law Committee, 
the term  'associates  of  managing 
agents’ was introduced in the Indian 
Companies (Amendment) Act 1951. The 
aim of the Committee in  including 
the associate of managing  agents in 
the Bill was to extend certain  dis- 
, abilities  which  are  imposed  on 
managing agents to their  associates. 
In para 28 of the Report of the Com­
pany Law Committee, it is said:

“Tlie need for  the definition of 
‘associate of a managing agent* 
arises from the fact that  experi­
ence has shown that if the provi­
sions of the Indian Companies Act 
relating to managing agents are to 
be  adequately  enfc»*ced,  it is 
necessary to close the  loophole, 
now provided by this category of 
persons. For, it is obvious that it 
is no use laying down restrictions 
on some particuaar  actlvilies of 
managing agents, it  they can be 
legally carried on  throiigh  the 
agency of their ‘associate*.**

These restrictions and disabilities will 
Telate mainly to invêigation of  the 
affairs of the associates, appointment 
 ̂thtt associates as buying and Celling

aĝts for the company, contacts bet­
ween the company and %e  associates 
and tĥ gfant'of loans to the associates.

The clauses affected in this connec­
tion are as follows: clauses 2, and 88 (2>
(c) which relate to existing dispropor­
tionate voting rights not being exer­
cised in case of loans to bodies ̂corpo­
rate; clause 238—investigation of ihe 
affairs of the associates; clause 239— 
power to require production of docu 
ments; clause 240—Inspector’s  report 
claxise 241—prosecution on inspector*̂ 
report;  clause  242—application  for 
winding up; clause  244—recovery  of 
expenses of investigation; clause 246̂ 
investigation of ownership; clause 248-“ 
investigation regarding Association wit̂ 
managing agent; clause 306—register of 
directors’ shareholdings; clause 356̂ 
appointment as selling agent prohibited 
in India; clause 357—sale and service 
clause- 358—appointmrat  as  buyin#̂
agent prohibited in India; clause 359̂ 
pajroent of commission from other pefĉ 
sons; clause 360—contracts  between .
company and associate; special resolu 
tion required for every contract; clause 
361—existing contracts to cease; claus* 
363—remuneration in contravention of 
above to be held in trust; clause 369— 
loans absolutely prohibited; and clau8» 
371—penalty.

In the original BiU, the recommenaâ 
tion of the Bhabha Committee as re­
gards the definition of ‘associate’ wa> 
accepted. However, the Joint Commit­
tee reconsidered the definition and il> 
eluded within it a group of other peî 
sons including relatives,  who  will 
now be subject to the disabilities and 
liabilities mentioned above. The defi­
nition of ‘associate* is so wide that a 
person  may  become  the  asso­
ciate  of another even without  his 
knowing  it  or  without  he  him­
self  having ansrthing to do with it 
or without his having any business con­
nections whatsoever with his to-assbcia* 
tes. This may lead to  absurd  and 
anomaloîs situations.  The circle of a*­
. sociates of a person still fluctuates with 
domestic events like births, adoptions, 
deaths and marriages, with changes m 
âreholding and of i>artnership shares 
and with appointment or  retirement 
of directors, managers or  man̂'̂-'̂c
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-agents or secretaries or treasurers. 
.However persons who are not asso- 
.ciate to start  with  might  become 
.associates later on by virtue of marri­
ages or the events mentioned above. 
•This would create  an embarrassing 
.situation.

What many be argued  is whether 
this Bill intends to continue in normal 
times,  abnormal-time  measures 
brought  in  to  meet  abnormal 
circumstances,  imposing  disabilities 
and  thus  encroaching  upon 
the rights of a wide group of persons 
connected with the managmg agents to 
whom alone the  disabilities  applied 
originally.  The provision seems to be 
based on the doctrine of guilt by asso- 
rCiation and tends to restrict an indivi­
dual’s freedom to carry on trade.

I would like to point out and also 
request the hon. Finance Minister to 
take into consideration the fact that, 
,̂ifter all, the  companies  which are 
functioning in this country are not all 
.companies which  are manufacturing 
concerns but there are also complies 
which have trade and other activities. 
Therefore, one has to consider that this 
definition has to apoly also to other 
companies which have other tjrpes of 
activities apart  from  manufacturing 
.activities.  Such conditions will have 
the effect of preventing an individual 
managing agent from becoming a part- 
n̂er of another  concern  as, in such 
cases, the firm and the other partners 
of the firm will  be  prevented from 
acting as buying agent or selling agent 
for the managed company or obtain 
loans from it.  The inclusion of the 
body corporate in the category of asso­
ciates is  most  undesirable.  And, it 
denies the legal distinction between a 
body corporate and its shareholders. 
Even when the individual managing 
agent has a  small  shareholding In a 
body corporate, his partners* and rela­
tives’ shareholding may be such as to 
constitute the body corporate in  the 
..category  of  his  associates.  One 
result will be to reduce the market­
ability of shares of such a body corpo­
rate by  eliminating  the  Individual 
managing agent, his partners and rela- 
t̂ives as a source of demand for such

shares lest they impose disabilities gq 
an associate of the body corporate.

I would like the hon. Finance Minis­
ter to take into consideration our Con­
stitution.  The extension of the origi­
nal definition to include relatives and 
other categories of persons is likely to 
violate, in my opinion, article 19 (1) 
(g) in so far as it lays down that a 
person should be allowed to carry on 
his trade and that under the definition 
now proposed an associate will be pre­
vented from  becoming  a buying or 
■elling agent of the company because 
he is not allowed to be remunerated 
for  such service.  I would ask  the 
Finance Minister to  see  the article. 
Article 19 (1) says—

“All  citizens  shall  have the 
right—”. ‘

and (g)“

•*to practice  any  profession, or 
to carry on any occupation, trade 
or business.”

“(6) Nothing in sub-clause (g) 
of the said clause shall affect the 
operation of any existing law in 

‘  so far as it imposes, or prevent 
the State from making any law 
imposing, in the  interests  of the 
general public, reasonable restric­
tions on the exercise of the right 
conferred by the said sub-clause, 
and in particular, nothing in the 
said sub-clause,  shall  affect the 
operation of any existing law in 
so far as it relates to, or prevent 
the State from  making  any law 
relating to,—

(i) the  professional  or  technical 
qualifications necessary for practising 
any profession  or  carrying  on any 
occupation, trade or business, or

(ii) the carrying on by the State, 
or by a corporation owned or controll­
ed by the State, of any trade, business, 
industry or  service,  whether to the 
exclusion, complete or partial, of citi­
zens or otherwise.”

That is what I feel; I am not a ccm- 
stitutional lawyer.
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Shri A. M.  Tbomaa  (Emakulam): 
More thAn a. lawyer.

Shri Tulsidas: As a laTmaa. I con> 
aider that you  violate  this article, 

19 (1) («).

The relationship itself should not be 
a ground for  imposing  a disability. 
The definition, without the inclusioA 
of the word ‘relative’ is in itself quite 
broad-based to cover cases of inden- 
tity of financial or businesg intcrcfta. 
Under the categories mentioned earlier 
in the definition,  all  relatives having 
business and financial connections are 
automatically included.

My point is that those relatives who
have any connections in business «jr 
finance will be automatically included 
as associates of the managing agent. 
Simply because he is a relative, why 
should he be roped in and have  all 
the disabilities of the law? Hiere is 
iittle justification  for  roping in  a 
relative. It was also the intention of 
tiie Bhabha Committee ̂ at such rela­
tives should not be made subject to 
disabilities and liabilities imposed on 
associates.  In a schedule to the draft 
of the section on the general powers 
of the  managing  agents  given  on 
pages 367 and 368, the Bhabha Com­
mittee has drafted only the following 
disabilities for relatives. The manag­
ing agent shall only exercise the fol­
lowing powers to the previous part­
ner of the directors of the company— 
the power to engage on behalf of the 
company any person who is a relation 
of any director or of any partner of 
the managing agency,  company  or 
firm or of any director of the manag­
ing company.  This  recommendation 
was amplified in the original Bill  in 
schedule  VII  where  powers  of 
managing agents were to be enume­
rated.  The restriction in the original 
Bill was as follows:— *

‘•The managing agent shall not 
exercise  any  of  the  following 
powers except after obtaining the 
previous approval of the directors 
of the company in regard to such 
exerciser­

.................Power to appoint as
an officer or member of the staff

iioao

of the company payable from its 
funds (as distinguished from  the 
funds of the managing agent or 
out of any remimeration payable 
to him by  the company)  any 
person who is a relative of the 
managing agent, or where  the 
managing agent is a firm, of any 
partner in the firm, or where the 
managing  agent is a  private 
company, of any director or mem­
ber of such company;”.

That was the restriction which was 
in the original Bill.  In an Explana­
tion, ‘relative* was defind in the same 
way as in clause 6 of the present BilL 
What the Joint Committee did was to 
include relatives in the list of associ­
ates and shift the entire definition of 
the “relative” from  the  schedule to

I may again, with your permission, 
refer to the Constitution, article 1®, 
which provides as follows:—

•"(1) There shall be equality of 
opportunity for all citizens in mat­
ters  relating  to  employment or 
appointment to  any  office under 
the State.

(2) No citizen shall on groimds 
only of religion, race, caste, sex, 
descent, place of birth, residence 
or any of them, be ineligible for, 
or discriminated  against  in res­
pect of, any employment or office 
under the State.”

tthri S. S. More:  The  company is
under the State.

Shri K. K. Basn: I wish Shri Tulsî 
das surrenders all his property to the 
State.

Shri Tuliddas: I said I am not a law­
yer  as my hon. friend is. I am trying 
to say that  the  spirit  of aU these 
things is so wide; the Government has 
wide powers, in the approval of mana­
ging agents etc.  So, the Government 
Is more or less creating these restric­
tions and  discrimination  against the 
relative because he is a relative and 
not because of anything else.

Shri Sya idaa Sateya (Muzaf-
farpur Central): He becomes a rda- 
five by descent.
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Sbrl Tulsld&s; If it is proper in the 
case of State that relationship should 
not be a bar to appointm̂t, may I 
know why relationship is considered 
to be such a bar in th6 case of jxrivate 
employment? (Interruption).  If rela­
tionship IS hot a bar in guvemment 
service, naturally, it  shouid  not be 
applicable to the private sector also.

Shri C. D. Deshmnkh: Îlobody is re­
lated to Government.

Shri Tulsidas: To the Minister any­
way...I only say  that  tne managing 
director or a manager is an indivi­
dual; similar is the  case  of  the 
Minister___

Shri  Syamnandan  Sahaya:  The
Minister being the managmg agent of 
the Government.

Shri Tulsidas: After all, the Cabinet 
IS something like a board of directors.

Shri Asoka Mehta: What about the 
secretaries and treasurers?

Shri Tulsidas:  The  Secretary is a
manager and just as  a  manager is 
now given the disabilities, in that his 
relatives wiU have an these disabilities 
because he is n manager of a parti­
cular company, a secretary or a joint 
secretary of any department of Gov­
ernment, whether at the Centre or the 
State, will have xhe same disabilities. 
If this is applied to private employ­
ment, the fieflnition as it stands now, 
especially wnen we take into account 
the other  amendments  suggested by 
other Members of the House, is so 
wide that it will be necessary to en­
trust sucn important functions as buy­
ing and selling to outsiders, a conse­
quence which may not be in the inte­
rest ot the company itself. J, there­
fore, suggest that relatives be excluded 
from the definition of associates.

I would like again to point out to 
the hon. Finance Minister, as I point­
ed out earlier, that different clauses 
will apply and these disabilities will 
be put on a relative merely because 
he is a relative. Take for  example 
f’anse 238 dealing with power to re- 
<Muire production of documents.  Mere­
ly because he is a relative, he will be

subjected to this limitation. He may 
not have any business whatsoever: he 
may be entirely a student; but because 
he is a relative  he  has to produce 
documents to the investigating inspec­
tor.  They may be father and son who 
may be living entirely separately and 
perhaps brothers may be living entire­
ly separately, but simply because he 
is a relative, why should he be sub­
jected to this sort of treatment in the 
law?  Similarly, in investigation why 
should that be so?  Unless and until 
he is associated  with  the managing 
agent of the company  in  any way 
whatsoever, why should he be subject­
ed to this  treatment  because of his 
being a relative?  Why should there 
be any disabilities for a relative  as 
long as he is not related to any one of 
the companies? For instance, a relative- 
may be doing some business in Cal­
cutta and the  company  may be in 
Bombay, and still because of the fact 
that he is a relative, you will not allow 
a certain  legitimate  business which 
he may be doing.  Or again he may 
not have  any  connection  with the 
company and the company may have 
gone into liquidation; why should that 
person staying  In  Calcutta,  merely 
because he is a relative, be subjected 
to these disabiUties?

I would  go  further.  Supposing a 
person is a relative or a distant rela­
tive of a manager of a managing agency 
firm or a company of which there is 
a managing agent, then that manager’s 
relative will also be Jioimded out, whe­
ther he is a relative or not, according 
to the  definition.  I  cannot  under­
stand how'these disabilities can apply 
merely because he is a relative.  As 
I pointed out, those who have any con­
, nection with the company, imder the 
different definitions, will be roped in 
Why should a relative be included In 
the definition  of  associates? That i» 
where I object;

As regards my amendments Nos. 14̂ 
to 151, this explanation of associates 
is ndt containfed in the 1913 or 1951 
Act, or in the Bhabha Committee Re­
port or in the original Bill.  None cf 
these has ever  put  this explanation.
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The explanation brings within its scope 
M few additional categories of associ­
ates whicii would  not  otherwise be 
covered by  the  definition.  Thus it 
ceases to be an  explanation  and be 
comes an extension of the definition 
This can be seen from the following 
Instances: -

(1)  Where a private company is 
a managing  agent,  imder sub­
section 3(d),  every  member of 
the  company  is  its  associat* 
where such member is a manag­
ing agent, under sub-section &<ai; 
only those  private  companies of 
which he is a director or manager 
became his  associates  and tliose 
private companies of which he if 
a member only  will  not become 
his associates.

But the explanation will make each 
private company  of  which managing 
agent is a member, the  associate of 
such member  though such member 
may not be a director of the company.

(2) Under sub-section 3 (c) every 
director of the \>ody corporate Is 
its associate.  Where such director 
is  himself  a  managmg ‘ agent, 
under sub-section 3 (a), only those 
bodies corporate will be his associ­
ates in which, he along with his 
partners holds majority interest.

The effect of the explanation will be 
to make  such  body  corporate the 
associates of directors even though the 
■director together  with  his partners 
does not hold  one-half  of the total 
voting powerb.

I pointed out that this explanation 
is not an explanation but is an exten­
sion of the definition, and to that ex­
tent I feel that  this , explanation Is 
not necessary, because if you want to 
expand the scope of the definition, i% 
should  have  been  included in the 
-definition, and I do not see any rea­
son, when  the  Government  or the 
Seiect  Committee  had no desire 
include it ther?,  why  tlus extension 
^̂iolad be made by way of an e3q>Iana- 
.liion. '

Then I come to the question of tne 
definition of debentures.  Before I do 
so, I would  like  the  hon. Finance 
Minister to realise the amount of dim- 
culties which will normally take place 
if the definition of associates Includes 
relatives,  it will unnecessarily create 
more hardships on companies which 
will find it difficult to carry on their 
day to day work.  1 would like him 
also to realise the human factor. If a 
person has to do a certain amount oi 
business, in whom he will have more 
confidence?  Will he be a stranger 
a relative?  Therefore, as long as there 
is no question of any mala fides by 
which a relative is not coming in tne 
way of normal working, why should 
the tact of his being a mere relative 
be a bar to him?  I cannot understand 
this.  After all, the human factor u 
that if I have to  entrust  a cert̂ 
amount of work I will entrust it to 
persons whom I know and I will not 
entrust it to strangers.  Here, by this 
definition, I will not be able to entrust 
my work of selling and buying, wluctt 
Is the  most  important  thing, to a 
stranger.  If a stranger creates trou­
ble it does not matter, but the person 
should not  be  a  relative—̂I cannot 
understand this.  But as long as the 
company does not suffer, as long as 
the company • functions  and he does 
work in the interests of the company, 
what is wrong in his being a relative? 
I do not understand this thing, namely, 
that merely because he is a relative, 
he must not be employed in the com­
pany.  The definition  of  a  relative 
goes so wide that it  feovers  grand­
parents of Indian descent, full blood, 
half blood, legitimate and illegitimate, 
etc, I would request the hon. Finance 
Minister that before he agrees to this 
definition̂being included, he  should 
take notice of all these facts.  After 
all, there are 30,000 companies  and 
we want to grow more  number  of 
companies in this country.  Is it pos­
sible even for any one to realise that 
in the 30,000 companies a relative of 
It  manager,  director  or  partner, 
has been given a certain amount  of 
work in  any  part  of Îndia?  if 
fhere is  an  p̂pointmmt  aceonttng 
ta this provision you have got to tak̂
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the approval of the board of directors. 
But one does not know whether ont 
is a relative of the manager.  How 
does anybody come to know whether
• particular person employed  is a 
relative of a manager.  The latest 
amendment of the Finance  Minister 
has gone much further.  They have 
included the word ‘Manager or direc­
tor*. In every place, relative has been 
put in and defined.  It will hinder th* 
day-to-day  working.  There  is  no 
question of maid fides as I said in the 
consideration stage.  I have no sym­
pathy for such people who are out to 
do certain things. I do not want th* 
companies to have this  imnecessary 
handicap which would affect the nor­
mal day-to-day working and I do want 
the Finance Minister to consider this 
question very seriously.  I shudder to 
think even if I were to approve of an 
appointment of a person of enquiring 
whether a person is a relative of the 
manager or not. He may be a distant 
relative of the manager.  How am  I 
going to find out?  It is difficult  for 
anybody to find out with the definition 
that we have got.  I would therefore 
like him to seriously consider  this 
because this is going to be  a  great 
hardship for the day-to-day working 
of the hona fide comi>anies.

I would then come to the definition 
of ‘debentures*.  If I had to go over 
the amendments which I have given 
for all the ten clauses, I would like to 
deal with a number of aspects.  But 
I would now come to my amendment 
No. 152.  I want this definition to  be 
something as it was in the previoiis 
Act.  It has been there for all  these 
years.  Under the 1913 Act, deben­
ture includes debenture  stock.  The 
Bhabha Committee recommended  in 
para 27 practically the same  thing. 
They reviewed the above definition. 
They appreciated that the debentures 
may constitute a charge on the assets 
of the company or they may be such 
a charge. Following the U.K. Act, the 
Company Law Committee,  thecefore 
suggested that the definition of  the 
debenture may be  reconsidered  to 
include debenture  stock,  bond  and

otĥ securities of a company whe­
ther constituting a  charge  on  the 
assets of the company or  not.  The 
definition provided in the  proposed 
Bill is on the lines of the above re­
commendation.  But, the  definition 
gives rise to the following practical 
difficulties which the Bhabha  Com­
mittee failed to appreciate when they 
blindly recommended the U.K. defi­
nition. The wide scope implicit in the 
words ‘other securities’ may include 
short-term borrowings from banks in 
in the ordinary course of  business, 
secured by hypothecation  of  goods. 
Further in the above  circumstances, 
the debentures issued by a company 
will rank next in point of time, that 
is, rank second in priority after  the 
bank loan secured by such hypothe­
cation.  But the Insurance Act pro­
vides, vide section 27(a) (i) that the 
insurance companies can  keep tiieir 
fimds invested in debentures only if 
they are first debentures secured by • 
floating charge on its assets.  As most 
companies  issuing  debentures  may 
have borrowed money from the bank 
secured by hypothecation  of  stock, 
this would preclude  the  insurance 
companies  from  investing  in  the 
debentures which rank next in respect 
of the charge over assets. The deben­
tures will thus not attract investment, 
as I have said, from the  insurance 
companies, which otherwise  provide 
the main source from which the com­
panies can hope to obtain their long­
term finance.

It is also to be remembered that in 
many places, where the word ‘deben­
ture’ has been used in the Bill, it is 
apparent that the wide  connotation 
proi>osed to be given in the definition 
will not be appropriate.  The words 
‘other securities* can  bring  within 
their purview h3rpothecation of stocks 
or of consumable stores or  of book 
debts and a loan even without a secu­
rity.  The clauses where in regulation 
for debenture is provided in the Bill 
cannot have application to the above 
instances as is apparent  from  the 
following clauses, namely, clause 102 
relating to transfer of debentures  b]r
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instrument of  transfer,  clause  145 
relating  to  register  of  debenture 
holders, clause 232 giving power  to 
investigate ownership of debentures, 
clause 379 giving time-limit for issue 
of debentures and clause 380  giving 
right to hblders of debentures to get 
accounts.  In none of these contexts it 
is desired to include short-term loans 
etc. within the category of debentures.

The existing definition as it  stands 
in the present Act has not given rise 
to any difficulty and the amendment 
therefore seeks to  provide  a  more 
concise definition by deleting  from 
the proposed definition the  words 
‘otner securities whether constituting 
a charge on the assets of the company 
or not, so as to read as: ‘debenture 
includes debenture stock and bonds’. 
For all these years, there has been no 
difficulty and just because of the UJC. 
Act you want to have a change.  I 
request the Finjince Minister to con- 
nder whether it is necessary to make 
these changes and also whether it is 
desirable.

I now come to clause 5.  I have 
given notice of an amendment No. 154. 
There has been no provision in  the 
1913 Act nor in the 1951 amending 
Act.  The U.K. Act contains only the 
latter part, that is, *who  knowingly 
■nd wilfully authorises  or  permits 
such default, non-compliance,' failure, 
refusal or contravention.’ The Bhabha 
Committee had made no recommen­
dations. In the original Bill, in both 
cases, that is, where an officer does a 
thing and where he authorises a thing 
to be done, he was, knowingly, though . 
not wUfully,  guilty.  In  the  Joint 
Committee, the word *wilfuUy’  was 
added to the latter part of the defini­
tion. That is the position with regard 
to this particular clause.  There does 
not exist any definition in the present 
Act specifically describing as to what 
constitutes 'officer  in  default*.  But 
wherever any offences are involved it 
provides somewhat as follows.  If a 
company makes default in complying 
with the requirements of this section, 
it shall be liable to a fine not exceed­
ing so much rupees for  every day 
during which the  default  continues

and every officer of the company who 
knowingly and wilfully authorises or 
permits the default shall be Imble to 
a like penalty.  The Bhabha  Com­
mittee did not make any recommen­
dation for the revision of this provi­
sion.  The U.K. Act defines ‘officer in 
default’ in specific terms:

“For the purposes of any enact­
ment in this Act which provides 
that an officer of a compsmy who 
is in default  shall be liable to a 
fine or penalty,  the  expression 
‘officer who is in default’ means 
any officer who  knowingly  and 
wilfully authorises or permits the 
default, refusal or contravention 
mentioned in the enactment.”

This definition as  prevalent  in Urn 
U.K. Act purports  to  include  only 
those points which exist in the present 
Act, that is, knowingly and wilfully 
authorising or permitting the default.

It is strange that the drafters of the 
original Bill somehow thought that the 
officers had no will, discretion or sense 
of judgment, and provided  curiously 
enough as follows:

“Officer in default means  any 
officer of  the  company  who  is 
knowingly guilty of the  defaiilt̂ 
non-compliance, failure, refusal or 
contravention mentioned  in  that 
provision or who knowingly autho­
rises or permits such default, non­
compliance, failure, refusal or con­
travention.”

Thus the original BiU imnecessarUy 
created two categories of officers: (1) 
officers knowingly guilty  of  default, 
and (2) officers  knowingly  authoris­
ing or permitting such default.  This 
distinction  is  superfiuous.  At  the 
Joint Committee  stage  it  has  been 
provided that officers guilty of offences 
shaU be considered ‘officers  in  de­
fault’ when they are knowingly guil­
ty, while officers  who  authorise  or 
permit such default shaU be consida>- 
ed ‘officers in default’ only in case 
they authorise or permit it knowingly 
and wilfully.

I  cannot  understand  the  reasoD 
which has motivated the Joint Com­
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mittee to deprive the persons who do 
a thing on the defence that they had 
not done the thing wilfully.  Does  it 
mean that a subordinate officer  who 
may be required to do a thing against 
his will,  on  instructions  from  his 
superiors, may be considered  ‘officer 
In default’ when he does it only know­
ingly while the superior officer  who 
authorises or  permits  such  offence 
comes within the definition of  ‘officer 
in default" only when he does autho­
rise or permit knowingly and wilfully.

It would have been much better if 
the definition as given in the U. K. Act 
had been reproduced in the Bill. How­
ever, if, for any reasons, it is thought 
necessary to keep both the categories 
t.c, ‘officers who are guilty of default' 
and ‘officers who authorise or permit 
such default’, let the former category 
be also considered, in the name of fair­
ness, to be held in default only when 
the default is made  knowingly  and 
. wilfully.

The amendment seeks  to  provide 
for a fair treatment in all  cases  of 
offence.

The Bill is now being made replete 
with penal provisions at every  stage 
and it is necessary that the Members 
of the House bring an Impartial and 
judicial outlook to bear on the exami­
nation of this question.  I  have  no 
doubt, that this House which prides it­
self on the establishment of  equality 
qf consideration in such wide and mul­
tifarious directionis will not allow the 
Bill to be distorted by such arbitrary 

and illusory*’ distinctions.

Sir, I would like the hon. the Finance 
Minister to know-yhe knows, of course 
-r-that this definition has be«i included 
because of the U. K, Act.  If we are 
following the U. K.  Act,  then  why 
make this change?  In the U. K- Act— 
we have got the words  Tmowingly* 
and ̂ wilfully’. Why do yo now change 
at some places the word ‘knowingly* 
and remove the word  *wilfully*  at 
come places? I do not see any reason 
-even though the reasons which I sur­
mise may be that  because we have 
eot a peculiar system  of maîaging 
agents.........

Shri U. M. Trivedi (Chittor):  This 
is only to save you jand not to trap 
you.

Shri TolsiOas:  I  feel  that  there
should he both ‘knowinglŷ and ‘wil­
fully’.

Shri SyamnandaA Sahaya: God sm
us from our friends;

Shri Tulsidas: Then I come to clause 
7—̂Interpretation of “person in accor­
dance with whose directions or ins­
tructions directors are accustomed  to 
act”.

Shri C. D. Deshmukli:  What is the 
amendment?

Shri Tulsidas;  I am opposing this 
clause and I say that this clause should 
not be there.  This was not there in 
the 1913 Act and it was also not there 
even in the 1951 amending Act.  The 
U.K. Act contains section 455(2) and 
the Bhabha Committee’s recommenda­
tion is  contained  in paragraph 13. 

This term “person in accordance with 
whose directions  or instructions or 
instructions directors are accustomed 
to act” is not contained in the UJC. 
Act and the 1951 Act; but there  is 
only one specific instance where it is 
used.  The Bhabha  Committee  has 
recommended its introduction in the 
Company Law. With regard to grant 
of loans to directors the Committee 
tias reconmiended that the prohibition 
in regard to grant of loans to direc­
tors may be extended to other persons 
who are accustomed to act in accord­
ance with directions  or instructions 
of superiors. The original Bill, how­
ever had gone  beyond this specific 
recommendation  by introducing this 
system in six other clauses of the Bill. 
They are: clause 161—penalty  and
mterpretation;  clause 202—power to 
restrain  fraudulent  persons  from 
managing companies,

Shri C. a Deshmqkh: Does the hon. 
Member want to deprive the  profes­
sional adviser the protection  that If 
ĝht to be given by  clause  7?.  If 
that clause is omitted that would hn 
the effect of it ‘
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Shii K. K. Basn:  There would be
subsequent amendments also.

Shri Tulsidas: I am opposing the en- 
ti»re clause.  I will presently explain 
why I am opposing it.

Pandit Thaknr Das Btaargaya: That 
clause saves certain people.

Shri Tulsidas: In clause 161  the 
penalty which is provided for  direc­
tors is sought to be extended to certain 
other members.

Shri C. C. Shah: What is pointed out
that it is not a definition.  It merely 

excludes......

Shri Tulsidas:  I want to oppose the 
entire clause.

Shri C. D. Deshmnkh:  If the hon.
Member removes the other references 
to ‘persons accustomed to act in accor­
dance with instructions  and so on’ 
then the removal of clause 7 will be a 
consequential amendment.  Therefore, 
che hon. Member need not soeak  on 
clause 7 by itself because that  only 
gives protection to the professional ad­
viser.

Shri Tulsidas:  My point is that the 
Company Law should be  limited  to 
controlling the activities of persons en­
gaged in the management of compa­
nies.  The principle behind the intro­
duction  of  a  category  of persons 
accustomed to act on instructions is 
to extend the operation of the Com­
pany Law to other persons.

Shri N, C. CSiatterJee: But by omit­
ting clause 7 you really avoid the im­
munity which is being given by it

Shii C. D. Dedimukh: That is what 
I am pointing out.

Shri TnlBida0: Then would you like 
me to take up this question when the 
other clauses come up?

Shri C. D. Deshmnkh:  If you suc­
ceed In getting these words  removed 
somewhere else then  only  you  can 
point out that clause 7 may be omitted; 
otherwise you are taking away the 
immunity that is provided  in this 
clause.

Pandit Thakur Das Bliargaya: Sup­
posing this clause is passed thra the 
House is committed to the principle.

Shri Tuslidas:  Then  how can  I
move any amendment to the other 
clauses once this definition is accept­
ed?  Therefore, what I am trying to 
say is that today, if the hon. Minister 
is agreeable to put off this  clause
until the other  concerned clauses
come  up,  then  I  am  willing 
to  accept  it; otherwise,  if this 
particular  clause  is  passed  I 
am  completely  debarred  from
moving any  amendment  to  clauses 
where this  particular  reference  is 
made.  Unless we consider the impli­
cations of this clause it will be diffi­
cult for me to enimierate the difficul­
ties that this clause will  create.  I 
would request him to ccHisider whe­
ther it would not be advisable, there­
fore, to keep this clause pending until 
we  take  into  consideration  those 
clauî wherein this particular ez* 
pression or definition is used. Wher­
ever it is necessary that this should 
be included I am prepared to do it 
If today, at this stage I do not oppose 
it, then it will not be possible for mm 
to move any other amendment to other 
clauses. That is my point.

Pandit Thakur Das BhargaTa:  We 
can give him that accommodation, Sir.

Mr. Chairman:  The  hon. Member 
wants that this particular clause be 
deferred for the present  I think  it 
can be done.  Is there any objection?

Shri C. C. Sbah: What I was point­
ing out was that if substantial amend­
ments to substantial clauses are accep­
ted by the House, namely, that 
ever these words occur they may be 
deleted, then  the  removal  of  this 
clause becomes a consequential amend­
ment. If those words are  delected, 
then the provision of this clause is 
unnecessary.

Pandit Thakur Das Bbargaya: Sup­
posing this clause is passed, then the 
House will be committed to the prin­
ciple; but, at the same time we have 
always accepted  this principle  that 
when a clause comes up, it will be 
open to the hon. Member to say that 
these words be taken awav and tills
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particular clause, as a  consequence 
ilvill* go off. But then the Chair would 
assurê him that this would  be  the 
case-  That is all.  He cannot be de­
barred  from  discussing  all  these 
clauses.

Shri N. C. Chatterjee: What  I say 
is, this is merely a definition: **Person 
in accordance with those directions or 
instructions directors are accustomed 
to act*'.  Wherever these words oc­
cur, that interpretation will have to 
be put on those particular words in 
this particular part of the statute, but 
supposing you do not pass that clause, 
naturally this will become  obsolete.

Sbii C. D. BestaiidKh:  That  can
apply to  all the  definition  clauses. 
Supposing you remove  the  words 
“associate*’ from all tiie  subsequent 
clauses, what will you do, having ac­
cepted the deftrjition of  ‘associates’? 
Th«i it will remain an otiose kind of 
definition which has no counterpart in 
the substantive  part of the law.  I 
should say that there should be some 
provisi<Mi by î̂ch one can consider 
this as a consequential amendment.

Mr. Ghairmaa: It will merely be a 
consequential amendment

SM €. D.  Deshmokh:  On  the
other hand, if the meaning is sought 
to be impcoled that by accepting or 
rejecting this clause we are commit­
ting ourselves to the ̂substance of the 
other clauses, then he is asking us to 
do too much, because we have not 
given our mind to those other clauses. 
The eoasequences of âccustoming to 
act’ in accordance wiih the advice, is 
a substantive • matter which must be 
considered in the context of the re­
liant part.

Shî S. S. More: I think we should 
have elasticity of procedure.

Start Tulsidas:  Yes; we must have 
elasticity of procedinre.

Mr. Cfaafrman: I agree with  what 

Shri Chatterjee has said. We are now

passing  this  definition.  Supposing, 
later on, we do not pass any substan­
tive clause to which  this  definition 
applies, then it  automatically goes. 
So, the discussion on that point need 
not be deferred.

Shri C. D. Deshmokh:  The  only
thing to be decided is. do we agree 
to the principle of immunity conferred 
on the professional adviser  or  not. 
That is the rather narrow point to be 
considered here.

Shri N. C. Chatterjee:  If we take
the other view, then we should post­
pone the  wjiole  of  the  definition 
clauses.  Take, for instance, the mana­
ging agent. We might decide to abo­
lish managing agent in any sector.

Mr. Chairman: Shri Tulsidas  may 
pass on to the next argument.

Shri Tulsidas:  I would like to ask 
the hon. Finance Minister how  this 
definition will be  applied,  namely, 
“accustomed to act”.  Take, for ins­
tance, the manager of the Sindri Fer­
tiliser Company.  Will he be consi­
dered to act “as a person accustomed 
to act”?  Look at the vagueness  of 
this clause.  Will a person  who  is 
managing a particular show, or com­
pany, which is a public enterprise, be 
considered to act or be “accustomed 
to act”  Is he to be  taken  as a 
person accustomed to act because of 
a particular enterprise under a parti­
cular Ministry?  It will be very diiB- 
cult.  It is so vague and we have to 
consider  also  tiie  different  other 
clauses in which these words  occur. 
I will come to those clauses  at  the 
time when those clauses come in.  I 
personally feel that this clause is so 
vague.  It should be so worded that 
it should not have so much  of  this 
vagueness.  I say only this much  at 
this stage.  When ihe particular cla- 

'  uses come, I will say how this will 
aJQEect those clauses.

Slui U. M» IMvedi: What the hon. 
Finance Minist̂ has said  has  got 
great force in it.  Does my hon. trieô
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wish to suggest that he does not want 
immunity?  We have not been able to 
gather anything from his point.  If he 
wants immunity to be there, then all 
the other clauses will be affected.

Shri Talsidas: I was just explain­
ing clauses 161, 202, 302, 304, 309 and 
597.  Clause 597 also refers  to  the 
directors of companies and the phrase 
‘accustomed to act*.

Mr. Chairman: May I enquire so far
as this definition is concerned, is it not 
possible for us to postpone it for the 
present?  What is the harm?

Shri Asoka Mehta:  We are only
discussing the immunity, and not the 
definition as such.

Shri N. C. ChatterJee: By passing
this clause you are committed to the 
acceptance of the other clauses. Once 
that is made clear even if this is pas­
sed, it is tantamount to  the  House 
adopting substantive clauses for this 
expression.  Logically,  this  shoiild 
come later.

Mr. Chairman: Shri Tulsidas may 
go on.  It will be decided tomorrow.

Sliri Tulsidas: Up to clause 10, I 
have these amendments, and I have 
no amendments on any other clauses. 
I have dealt with quite exhaustively 
on the amendments to these clauses 
which I have moved, and I would re­
quest House to consider  the differ­
ent implications which I pointed out 
Merely because there has been a cer­
tain amount of abuse which has taken 
place, we should not generalise this 
•ort of abuses.  Obviously,  we  are 
carried away that by putting this in a 
particular clause in a particular man­
ner, those abuses will be stopped. As 
I said even at the time of the consi­
deration stage, abuses can  only  be 
stopped if the administration ol the 
Act is properly done. I am afaird that 
the Act is now becoming so complicat­
ed and complex that I do not know 
whether the person who has to  ad­
minister this Act will find it so easy 
to administer.  He will not find it  so 
easy and he will find it difficult to ad­
minister the Act in the manner that 
he would be required to administer 
it.

As I said, one has to consider 
law not from the point of  view  of 
making this law a bureaucrat’s para­
dise and the lawyer’s delight. I would 
like the  Finance  Minister  to realise 
this one aspect. After aU, even Lord 
Keynes' has said that tyranny of the 
bank barons is preferable  to political 
tyranny.  I only hope that this law 
will not become a political tyranny, 
instead of creating some sort of better 
law and administration  and a  better 
way of working the law. I do feel that 
it is necessary that in  the matter  of 
relatives and similar other definitions, 
the Bill requires modification resulting 
in a much better way of imderstanding 
things, and so that the people will  be 
able to follow it well.  I  would  like 
the Finance  Minister  to take  this 
aspect into account.

Shri T. S. A. Chettiar: There are just 
a few minutes left for the House to 
rise, and I hope that the large number 
of points that I have to make will be 
made tomorrow.  Today, I would like 
to say just this much.  This definition 
of “associate” in relation to a manag­
ing agent is really a very important 
matter.  Perhaps this is one of the 
most important clauses in this Bill. It 
tries to rope in many people who 
were till now free, and as the Bhabha 
Committee has reported, many of the 
abuses of the managing agents have 
been that they tried to make money in 
other people’s name, who have been 
closely related to them, and that has 
let to the definition and expansion of 
this meaning of  “managing  agents’. 
But in speaking  on this amendment
I would like to refer to one Govern­
ment amendment that has been tabled 
recently, and  that is  amendment 
No. 260. In that amendment, not only 
any partner or relative of any direc­
tor  is an associate, but also the 
manager or relative of any manager 
becomes an associate.

Mr. Chairman: Shri Chettiar may 
continue tomorrow. Let me make the 
announcement regarding the amend­
ments, taken as moved.

The following are the amendments 
to Clauses 2 to 10 of the Companies 
Bill, which the hon. Members have
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intimated to be moved subject to 
their being otherwise admissible:

Clauae No.  No. of amendments

2.  63, 64, 245 (Govt.), 246  XGovt.),
13, 247 (Govt), 248 (Govt), 322,
323,  249 (Govt),  250  (Govt).
251,  (Govt), 252  (Govt.),  253 
(Govt.), 147 (same as 253),  254
(Govt), 255 (Govt.), 256 (Govt.),
324, 257  (Govt),  258  (Govt,),
259 (Govt.), 148 (same as 259),
260  (Govt), 325, 326, 327, 328,
329, 149, 261 (Govt.), 262 (Govt.), 
263  (Govt.),  330,  331,  264,
(Govt.),  265  (Govt),  266 
(Govt.), 150 (same as 266), 332, 
267  (Govt),  333, 334, 91, 335, 
336, 337, 151, 152, 65, 282 (Govt.), 
92, 93, 29, 283  (Govt.), 66, 284 
(Govt.), 153, 14, 343, 344.

3.  285 (Govt.), 30, 93(same as 30).
4.  350, 95, 286(Govt.).
5.  154, 351, 352.
6.  96, 155, 287(Govt.).
8.  15.
9.  68.
10. 69, 16, 17.

Clause 2.— (Definitiona)..

Shii Bane: I beg to move:

Pa«el.

/or line 14, svbstitute:

'̂additions/ omissions and modi- * 
fications”.

Shii M. S. Gnmpadaswamy: I beg

to move: .  ^

Pages 1, 2 and 3,

omit lines 24 to 33, lines 1 to 54 
and lines 1 to 10 respectively.

Shri C. D. Deshmukh:  I  beg to

move:

(1) Page 1, sdb-clause (3),

in  line  29, after  the word 
partner” insert  the  words “or 
relative**.

(2) Page 1, sub-clause (3),

in line 30, after the  words “such 
individual” insert the words, “part­
ner or relative”.

Shri U. M. Trivedi: I beg to mova:

(i) Pages 1 and 2, lines 31 to 33 
and lines 1 to 12 respectively,

omit all the words after the 
word “partner*’;

(ii) Page 2.

omit lines 13 to 34;

(iii) Page 2,

omit lines 35 to 54;

(iv) Page 3,

omit lines 1 to 10; and

(v) Pages 3 and 4,

omit lines 11 to 51 and lines 1 
to 9 respectively.

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

(1) Page 1, sub-clause (3),

in line 33, after the words “any 
such partner” insert the  word 
relative”.

(2) Page 2, sub-clause (3)»

in line 3, after the word “mana­
ger;” insert the word “and”.

Shri  K. K. Basu: I beg to move:

(1) Page 2 line 5,

for “one-half” substitute "on«̂ 
third”.

(2) Page 2, line 9,

after “individual” insert “and/ 
or any of his relatives”.

Shri C. D. Deshmukh: I beg to move

(1) Page 2, sub-clause (3),

in line 10, omit the words “any 
such”.

(2) Page 2, sub-clause (3),

in line  10, after  the  words 
“partner or partners” insert “re­
lative or relatives”.

(3) Page 2. sub-clause (3),

in lines 10 and 11,  omit the 
words “and any such”.

(4) Page 2, sub-clause (8),

in  line  11, after  “firm  or 
firms;” insert “and private com­
pany or companies;”.
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(5) Page 2, sub-clause (3),

in lines 11 and 12, omit the 
words “and any relative of such 
mdividual;”.

Shri Tulflidaa: I beg to move:

Page 2, lines 11 and 12, 

omit the words “and any rela­
tive of such individual;”.

Shri C. D. Deshnmkh; I beg to move:

(1) Page 2, sub-claiifle (3),

in line 16, after the word “part­
ner’ insert the  words “or  re­
lative”.

(2) Page 2, sub-clause (3),

In lines 17 and 18, after the 
words “any such member** insert 
the words, ”, partner or relative”.

(3) Page 2, sub-clause (3),

in  line  21, after  the  word 
“partner” insert the word “, rela­
tive”.

Shil K. K. Basn: I beg to move:

Page 2, line 26,

for “one-half” substitute “one- 
third”.

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

(1) Page 2, sub-clause (3),

in line 32, after the words **part- 
ner or partners” insert .the words 
“relative or relatives”.

(2) Page 2, sub-clause (3),

in line 33, for the words “and 
other firm or firms” substitute the 
words “other  firm or firms and 
private company or companies;”.

(3) Page 2, sub-clause (3),

in  lines  33  and  34, omit the 
words “and any relative of any 

such member”.

Shri Tulsidas: I beg to move:

Page 2, lines 33 and 34,

omit the words “and any rela­
tive of any such member”.  ^

Shri C. D. Desfunnkh:  i  oer  to
move:

Page 2, sub-clause (3),

In line 44, after the word **there- 
of;” insert the words “any partner 
or relative of any such director or 
manager; any firm in which such 
director,  manager,  partner  or 
relative, is a partner;”.

Shri C. C. Shah: I' beg to move:

Page 2,

(i) line 38, before “any subsi­
diary” add “(i)";

(ii)  line 44, after  “thawf;” 
insert “any partner or relative of 
any* such director or manager; 
any firm in which such director or 
manager, partner or relative, is 
a partner;” and

(iii) for lines 45 to 54, substitute—

“(ii) any other body  coiporate
at  any  general  meeting of 
which not less than one-half 
of the total voting power in 
regard to any matter may be 
exercised or controlled by any 
one or more of the following, 
namely, the body  corporate 
and the companies and other 
persons specified in paragraph
(i) above; and”.

Shri K. K. Basa:  I beg to move:

Page 2, line 54,

odd at  the end “/or any body 
corporate in which any member 
of, or any person connected with 
the Managing Agents is a director 
and”. .

Shri C. C. Shah: I beg to move:

Page 3, lines 2 and 3,

after “private  company**  odd 
“or a body corporate having not 
more than fifty members**.

Shri K. K. Basn: I beg to move:

Page 3, line 6,

odd at the end “or any r̂ tive 
of the member**.

Shri C. C. Shah: I beg to move:

Page 3, line 6,

add at the end “or body corpo­
rate”.



Shri ToMdas; I beg to move:

Page 3,

omit lines 7 to 10.

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

(1) Page 3, .sub-clause (4),

in line 16, after the word “part- 
/ ner” insert the words “or relative”.

(Z) Page 3, sub-clause (4),

in line 18, after the words “any 
such member” insert the words 
**partner or relative”.

(3) Page 3, sub-clause (4),

In line 21, after the word “part­
ner** insert the word “relative**.

Shii K. K. Basn: I beg to move:

(1) Page 3, line 26,

for “one-halT* substitute “one- 
fourth**.

(2) Page 3, lines 30 and 31,

a/ter '*members** insert “and/or, 
any relatives thereof*.

(1) Page 3 sub-clause (4),

in line 31, after the words "*part- 
ner or partners” insert the words 
“relative or relatives;**.

(2) Page 3, sub-clause (4),

in lines 31 and 32, for the words 
“and other firm or firms” substi­
tute the words “other firm or fizais, 
and  private company  or  com­
panies;”.

(3) Page 3, sub-clause (4), 

in lines 32 and 33, omit the
words “and any relative of any 
such member**.

Shri Tulsidas: I beg to move:

Page 3, lines 32 and 33,

omit the words "and any relative 
of any such member**.

Shrf K. K. Basn: I beg to move:

Pages 3 and 4, 

omH lines 84 to 51 and 1 to 6 
respectively.
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Shri C. D. Deshmnkh: I beg to move:

Page 3, sub-clause (4),

in line  42, after  the  words 
“holding coiripany thereof;” insert 
the words “any partner or rela­
tive of any such  director  or 
manager; any firm in which sudi 
director oa* manager, partner or 
relative, is a partner;”.

Shri C. C. Shah: I beg to move: 

Page 3,

(i) line 37, before “any subsi­
diary” add “(i)”;

(ii) line  42, after  “thereof;** 
insert “any partner or relative of 
any such director or manager; any 
firm in which such director or 
manager partner or relative, is a 
partner;”; and

(iii) line 42, before “any** insert

“(ii)” and for lines 43 to 51, subs­
titute—

“othor body  corporate  at any 
general meeting of which not 
less than one-half of the total 
voting power in regard to any 
matter may be exercised or 
controlled by any one or more 
of the following, namely, the 
body corporate and the com­
panies  and  other  persons 
specified  in  paragraph  (i) 
above; and”.

Shri K. K. Baso: I beg to move:

Pbge 3, lines 44 and 45.

for “one-half** substitute “one- 
fourth**.

Shri M. S. Gompftdaswamy: I beg to
move:

Page 4.

omit lines 1 to 6.

Shri C. C. Shah: I beg to move:

Page 4, line 3,

add at the end ‘*or a bo<̂ cor­
porate having not more than fifty 
members**, *
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Shxi K. K. Basu:  1 beg to move:

Page 4, line 6,

add at the end “or any relative 
of the member**.

8hri C. C. Shah: I beg to move;

Page 4, line 6,

add at the end “or body corpor­
ate”.

Shrl Tuladas: I beg to move;

(1) Page 4.

omit lines 7 to 0.

(2) Page 4,

<i) line 28, 

after “debenture stock” insert “and”

(ii) lines 28 to 30. 

omit “and any other securities o< 
a company, whether constitut­
ing a charge on the assets of 
the company or not;”.

Shrl Rane: I beg to move:

Page 4, line 31,

after “person” insert “substan­

tially**.

Shrl C. D. Deshmakh:  I  beg  to

move;  *

Page 4, sub-clause (15)

(i) in line 36, after the word 
“notice** insert the word “requisi­
tion,” and omit the word “and”;

(ii) in line 37, after the words 
“and registers’* insert the words 
“whether issued, sent or kept  in 
pursuance of this or any  other 
Act, or otherwise;”.

Shri M. S. Gumpadaswamy: I beg to 

mover

(1) Page 5.

omit lines 1 to 6.

(2) pages € and 6,

for lines 46 and 47 and lines 1 
to 7 respectively, substitute:—

“(30)  “officer**  includes  any 
director, manager  or  secre­
tary;”.
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8. V. Ramaswamy: I beg toShrl
move:

Page 6, line 6,

jjmit “536”.

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

Page 6, sub-clause (30),

in line 6, omit the figures **616, 
617, 616”.

Shri Rane: I beg to move:

Page 6, line 8, and wherever  they 
occur in the Bill,

for “officer who is in default”, 
substitute “delinquent officer**.

Shrl C. D. Deshmnkh: I beg tb move: 

Page 6, lines 41 and 42,

in  sub-clause  (40), for the 
words, “or an Assistant Registrar” 
substitute the words “an Addition­
al, a Joint, a Deputy or an Assii- 
tant Registrar**.

Shri Tulsidas: I beg to move:

Page 6, 

omit lines 43 to 45.

Shri U. M. Trivedi: I beg to move: 

Page 6, lines 43 to 45,

for “any one who is related to 
such person in any of the ways
specified  in section  6 and no 
-others” substitute “any one who 
is a spouse or is related in the 
first degree and no others”.

8hri K. K. Basn: I beg to* move:

(1) Page 7, lines 4 and 5,

omit “or body corporate (not 
being the Tnnnnging agent)”.

(2) Page 7, lines 8 and 9, 

omit “or body corporate**.

Claose ẐiDefinitions of 
**company**etc.)

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

Page 8, sub-clause (1) (ii) (f), lines
2 and 3,
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for the words and figures  a 
a Part B State at any time before 
the first day of April 1951”, subs­
titute the words and figures **in 
the merged territories or in a 
Part B State or any Part thereof, 
before the edctension thereto of 
the Indian Companies Act,  1918 

(VII of 1913)”.

Shri S. y. Ramaswamy: I beg to

move;

Page 8, 

omit lines 31 to 34.

Shri M. S. Gnmpadaswamy: I beg to

move:

Page 8,

omit lines 31 to 34.

Clause A.—(Meaning of  **holding 
company** etc,)

Shri K. K. Baso: I beg to move:

Page 8, line 39, 

for  “controls the  composition” 
substitute **has a right to nominate 
or elect one-third of the member­
ship”.

Shri M. S. Gumpadaswamy: I beg to 
move:

Page 9, line 25,

omit ̂ or by a subsidiary of it”.

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

Page 10, new sub-section <6),

after line 8, add the following 
sufĉlause:

“(6) In the case of a body cor­
porate  which is incorporated 
in a coimtry outside India,  a 
subsidiary or holding company 
of the body corporate imder 
the law of such country shall 
be deemed to be a subsidiary 
or holding company of the 
body  corporate  within  the 
meaning and for the purposes 
of this Act also, whether the 
requirements of this section 
are fulfilled or not”.

Clause 5.—(Meaning of **officer who u 
in default*.)

Shri Tnlsldas: I beg to move:

Page 10, line 14,

after “knowingly” insert “and 
wilfully”.

Shri K. K. Basa: I beg to move:

(1) Page 10, line 15,

after  “provision” insert  “or 
made no diligent efforts for the 
prevention of such acts”.

(2) Page 10, lines 15, and 16,

omit “and wilfully”.

Clause (Meaning of **relative".) 

Shri T. S. A. Chettiar:  I  beg  to
move:

Page 10,

after line 26, insert “(iiia) as 
sons-in-law or daughters-in-law 
or as brother*s-in-law or sister’s- 
in-law”.

Shri Tulsidas: I beg to move:

Page 10, 
omit lines 28 and 29.

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

Page 10, «

in line 29, after the word “grand­
parent”, insert the words “pro­
vided the cousins  are  members 
of a Hindu Joint family whether 
governed by the Mitdkshara, the 
Dayahagha,  the MaruwMxathâ  
yam, the Aliyasanthana or any 
other system of law”.

Clause 8.—(Pou7er of Central Govern­
ment etc.)

Shri U. M. Trivedi: I beg to move; 

Page 10, after line 44, add:

“provided that the company is 
given seven days notice to show 
cause against such declaration be­
ing made and no such declaration 
shall be made till the company has 
been heard”.

Clause  —(Act to override memô
randum etc.)
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Shri Rane: I beg to move:

Page 11. line 3,

after  “shall” insert  “at once 
come into operation and**.

Clause 10.—(Jurisdiction of Courts.)

Page 11, for lines 21 to 24, substi­
tute:

“(b) the District Court, in res­
pect of companies having their 
registered ofl&ces in the district or 
elsewhere if empowered by the 
Central  Government  under  sub­
clause 2 of this  section or  the 
High Court under  any  provisions 
of this Act”.

Shri U. M. Trivedi: I beg to move:

(1) Page 11, after line 24, add:

‘Trovided  however  that  the 
District Court shall not triansfer 
such cases to any court subordi­
nate thereto notwithstanding any 
provisions of any law authorising 
such transfer”.

(2) Page 11,

omit lines 40 and 41.

5 P.M.  * ,

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

The Lok Sahha then adjourned till 
Eleven of the Clock  on Wednesday, 
the 24th August, 1955.




