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LOK SABHA
Friday, 2nd September, 1955.

The Lok Sabha met at Eleven of the
Clock

[Mr. SpeAaKER in the Chair.]
QUESTIONS AND ANSWERS
(See Part 1)

12.01 p.Mm,
PAPERS LAID ON THE TABLE

SummMmary oF PROCEEDINGS OF l4TH
SessioN ofF INDIAN LaBOUR
CONFERENCE

The Deputy Minister' of Labour
(Shri Abid AM): I beg to lay on the
Table a copy of the Summary of Pro-
ceedings of the Fourteenth Session of
the Indian Labour Conference held at
Bombay in May, 1955. [ Placed in
Library. See No. 5-201/55.]

MESSAGES FROM RAJYA SABHA

Secretary: Sir, I have to report the
following two messages received from
the Secretary of Rajya Sabha:

(i) "In accordance with the pro-
visions of rule 125 of the Rules
of Procedure and Conduct of
Business in the Rajya Sabha, 1
am directed to inform the Lok
Sabha that the Rajya Sabha, at
its sitling held on the 3l1st
August, 1955, agreed without any
amendment to the Delhi Joint
Water and Sewage Board
(Amendment) Bill, 1955, which
was passed by the Lok Sabha at
:its sitti.g held on the 2nd August,
1965,
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(ii) “In accordance with the pro-
visions of rule 125 of the Rules of
Procedure and Conduct of Busi-
ness in the Rajya Sabha, I am
directed to inform the Lok Sabha
that the Rajya Sabha at its sitting
held on the 31st August, 1955,
agreed without any amendment to
the Abducted Persons (Recovery
and Hestoration) Continuance
Bill, 1955 which was passed by
the Lok Sabha at its sitting held
on the 23rd August, 1955".

CORRECTION OF ANSWER TO
STARRED QUESTION

The Deputy-Minister of Communi-
cations (Shri Raj Bahadur): I beg to
lay on the Table a statement correct-
ing the reply given to Starred Questiom
No. 813 on the 17th August, 1455, re-
garding the export of Dakota aircraft
to Afghanistan. The reply to the
guestion contained in the statement
was incomplete due to clerical inad-
vertence. (See Appendix V, annex-
ure No. 48).

COMPANIES BILL—Conid.
Clauses 251 to 283

Mr. Speaker: The House will now
resume further consideration of

.Clauses 251 to 283 of the Companies

Bill. A list of selected amendments te
these clauses has already been circu-
lated to hon..Members last night.

Out of 3% hours allocated to these
clauses, 2 hours and 55 minutes have
already been availed of yesterday and
3 munutes now remain. This would
mean that these clauses will be dispos-
ed of now, immediately, and I would
call upon the Minister to reply.

v
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Shri G. D. Somani (Nagaur-Pali):
An assurance was given by the
Deputy-Speaker yesterday that an
opportunity will be given for a pro-
per consideration of the issue involved
in these clauses. Only a few minutes
are left and I therefore request you to
kindly allow some more time which
might be made up, as the Deputy-
Speaker suggested, by sitting longer
next week. That was agreed to by
the House.

Companies Bill

Mr. Speaker: I do not know. The
Deputy-Speaker will explain the posi-
tion.

Shri M. A. Ayyanger (Tirupati):
Yesterday, I think there was half-an-
hour discussion to be had, but that
was given up. I suggested to the
House that, in view of the importance
of the subject on hand and because a
oumber of hon. Members intended to
speak and rose in their seats, we
might sit for half-an-hour more. The
House did not agree but then I sug-
guested that at least today the House
must be sitting an hour more so that
good justice may be done to all the
clauses if in case a number of hon.
Members wanted to speak. They ulti-
mately agreed that from the 5th to
the 9th September, both days inclu-
glve,—on every one of these days—the
House will sit for one hour more, that
is, from 5 p.M. to 6 pm. By that
arrangement, I thought, some more
time may be given to these clauses
today. That was the general under-
standing. The House also agreed to
sit continuously and not put off the
Companies Bill beyond the originally
agreed date. If the House agrees to
that and continues to stand by that
arrangement, I think you may give.
some time more.

Mr. Speaker: Does the House wish
to sit longer every day next week?

Some Hom. Members: That was
agreed to.

‘Mie. Speaker: Do I understand that
the House wants to sit today for one
hour longer?
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Some Hon. Members: No, no. That
is from the 5th instant,

Mr. Speaker: The position seems to
be that the allotted time is being ex-
ceeded every day in the hope of ad-
justment later on, but that adjustment
does not”come later on.

Shri C. C. Shah (Gohilwad-Sorath):
The position is this. This is a wvery
important group of clauses as also
the next one. The group of clauses
beginning after clause 388 and ending
with clause 612, to which 22 hours
have been allotted, may not require
that much time. 'I submit that the
House rightly agreed to a little more
time.

Mr. Speaker: 1 have no objection,
and I am entirely in the hands of the
House. But I am not quite sure as
to whether the 22 hours will not be
availed of and whether a demand may
not come at the end, again, to sit for
a longer time in view of the impor-
tance of this group of clauses. So I
want to be sure that we finish the
whole Bill by the allotted time. That
is the whole point. If the House likes
to sit longer, I have no objection.
But today, do we sit longer? We do
not, I believe. ’

Some Hon, Members: No, nou.
Mr. Speaker: Very well. For this

group, what is the time? Let me be
quite clear on that point.

Shri Bansal
hour more.

(Jhajjar-Rewari): One

Mr. Speaker: Very well. That
means, 35 minutes now remain.

$h#i Heda (Nizamabad): The Minis-
tef suid he would take about 20
minutes. .

M, Bbelier Yes, after deducting
that, about 35 minutes remain for
others.

The following is the list of selected
amendments to clauses 251 to 283,

Yo
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which the hon. Members have indicated
to be moved, subject to their being
otherwise admissible:

Clause Nos. Amendment Nos.

251 737, 738

252 578, 579 -

254 224, 739, 415, 740, 416, 808,
fog, 810

254A (New) 741

255 417

259 580, 757, 742

260 581, 758, 743, 420, 744, 421

263 512

264 513, 745, 227, 550, 228, 229

265 514

266 656 (GovL.), 424, 763

267 657 (Govt.)

64, 658 (Govt.)

269 765

272A (New) 746

273 769, 770, 128, §15, 129, 771,
516.

274 102

275 781.

279 799, 518, 798 (same as 518,)
519, 583, 358 (Govt.), 584

280 585, 520, 521, 522, 586 (same
as 522).

281 523, 587, 588, 589.

2z 130, 524, 796, 131.

283 231, 659 (Govt.), 425.

283A (New) 232.

* Clanse 251.—(Minimum number of
directors.)

Shri: Sadhan Gupta (Calcutta South-
East): I beg to move:

(1) Page 134, line 6—
add at the end:

“of whom the employees of the
<ompany who are workmen with-
in the meaning of the Industrial
Disputes Act (XIV) of 1947, shall
«€lect from amongst themselves
«ane-fourth or the total number of
directors or one director which-
mver number is greatec”.
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(2) Page 135, line 8—
add at the end:

“of whom the employees of the
company who are workmen with-
in the meaning of the Industrial
Disputes Act (XIV) of 1947 shall
elect from amongst themselves
one-fourth of the total number of
directors or one director which-
ever number is greater”.

Clause 252.—(Only individuals to be
directors.)

Shri Tulsidas (Mehsana West): I
beg to move:

(1) Page 135, line 11—

after “to be directors” insert
"(1)”.

(2) Page 135, after line 13 add:

“(2) nothing in sub-section (1)
above shall apply to a company
not managed by a managing
agent or secretaries and treasu-
rers.”

Clause 254.— (Appointment of direc-
tors etc.) |

Shri Asoka Mehta
beg to move:

(Bhandara): I

Page 135—
for clause 254, substitute:

“254. The directors of a com-
pany shall be—

(a) persons elected by members of

‘ the company at a general meeting

according to the principle of propor-
tional representation, whether by the
single transferable vote or by a sys-
tem of cumutaﬁve voting or other-
wise, the appointments being made
once in every two years; and

(b) in case of a company employ-
ing more than one hundred persons,
two employees from amongst them
to be elected at a general meeting of
such employees, the appointments
being made every two years."

™
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Shri Sadhan Gupta: I beg to move: New Clause 254-A,

Page 135, line 20— Shri Sadhan Gupta: I beg to movet
- for “two-thirds” substitute “three- Page 135—

Jourths”.

after line 31 insert:

Shri N. P, Nathwani (Sorath): 1 “254 A. Election. of Directors
beg to move: ‘ by employees.—(1) The emplo-
yees of a company who are work-
men within the meaning of the .
Industrial Disputes Act (XIV) of
1947, shall elect by secret ballots
from amongst themselves, one
director or a number of directors
equal to one-fourth of the total
Shri Sadhan Gopta: I beg to move: number of directors, whichever

number is greater.

(2) A director elected under sub-—

Page 135, line 21—
after “a public company” insert

“excluding directors if any ap-
pointed under section 407",

Page 135, line 22—

after “public company” insert: section (1) shall hold office—
“including any director or (a) if elected before the statutory
directors elected by the employ- meeting from the date of sueck
ees under Section 254A". meeting to the day previous #e
the date on which the annual
Shri N. P, Nathwani: I beg to general meeting is held; and
move:
(b) if elected before any annual
Page 135, line 23— general meeting, from the date om
which such annual general meeé—
before ‘“be persons” insert ing is held till the day previous.
“except where directors are ap- ‘$0 the date on which the next
pointed under section 264”, annual general meeting is held.
Pandit K C. Sharma (Meerut (3) The said employees shall at any
Distt.—South): I beg to move: time be entitled to elect such num-
ber of directors as may be necessary”
(1) Page 135, line 20— to make the number of such directors-
equal to the fourth of the total num~
add at the end: ber of directors, and shall elect such

directors when additional directors

“by the system of proportional are appointed under Section 259™.

representation by single trans-

ferable vote”, Clanse 255—(Provision regarding'

(2) Page 135, lines 2§ and 30— directors, retiring etc.)
omit “in default of and subjeet Shri N. P, Nathwani: I beg to move:
to any regulations in the articles
of the company”. Page 135, lines 36 tp 40—
3) Page 135, line 31— for “and at every subsequemt
() Page annual general meeting, one-
. add at the end: third of such of the directors for
. the time being as are liabie t»
. “by the system of proportiomal retire by rotation, or if thew
representation by single iransfer- number is not three or a multiple-

able vote”, of three, fhen the number nearest.
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to one-third, shall retire f.ro;n
office™ substitute:

“and at every subsequent annual
general meeting, one-third of the
direcfors for the time being, ex-
eluding directors if any, appointed
under clause 407, or, if that
number is not three or a multiple
of three, then the number nearest
to one-third, shall retire from
office.”

Clause 259.—(Additional directors)
Shri Tulsidas: I beg to move:
Page 137, lines 18 and 19—

for “in section 254, 257, or 258"
substitute “in section 254 or 257".

Shri K. K. Basn: (Diamond Har-

bour): I beg to move:

Page 137, after line 25, add:

“Provided further that on the
application of any member or
employee, the Central Government
may enguire into grounds of
such appointment and if satisfied
that such appointment has been
made unnecessarily and not in ths
interest of the company the Cen-
{ral  Government may annul
such appointment; and on such
decision the additional director
will cease to be such director.”

Shri Sadhan Gupta: I beg to move:
Page 137—
() line 23,

after “prowded further” . insert
-ﬂ(a)ll
{ii) after line 25 incerts

“(b) that appointment of addi-
tional directors shall not be made
so as to reduce the number of
directors elected wunder section
254-A to less than one-fourth of
the' total number of directors”.

Clause 260.— (Certain persons con-
nected with managing agent erc._)

Shrl Tulsidas: I beg to move:

Page 137, lings 29 and 30—

for %and such managing agent
is authorised by the articles to

appoint any director to the Board”
mbﬂime:'

“and such managing agent,
being so authorised by the arti-
cles, appoints any director to the
Bourd.” v

Shri K. K. Basu: I beg to move:
Page 137, line 34—
add at the end:

“but subject to the approval of
the Central Government”,

Shri Krishna Chandra (Wathura
Distt—West): I beg to mave:

Paga 137, line 35—

after “officer” insert “or his
- relative™. :

Shri K. P. Tripathi (Darrang): I
beg to move:

Page 138—
for lines 6 and 7, substitute:

“{f) any asseciate of a managing
agent; or”

Shri Krishna Chandra: 1 bes to
move,

Page 138—
after line 12 add:

“(h) any  associate of the
managing agent”.

Shri N. P. Nathwani: I beg to move:
Page 138—
after line 16, add:

“(h) any associate of the
managing agent of the company”.

Clause 263.— Consent of candidate
for directorship etc.)

Shri C. R. Iyyunni (Trichur): 1 beg

‘to move:

Page 139—

for clause 263 substitute: *

“263. No person shall be ap-
pointed as a director of a com.
pany unless the general body is
satisfled that he is agreeable to



11905 Companies Bill

{Shri C. R. Iyyunni]

the appointment. A letter of con-
sent in writing is taken and field
Yefore ‘he attends a meeting of
the Board.”

Clause 264.— (Option to Company
“ete.)

Shri C. R. Iyyunni: I beg to move:
' Page 139—

for clause 264 substitute:

«“64, Notwithstanding anything con-
tam:edinihisMorthearticlesni
Association a company may, in a gene-
ral meeting, appoint directors ac-
cording to the principle of proportion-
al representation, whether by the
single transferable vote or by a sys-
tem of cumulative voting or other-
wise:

Provided that a resolution to that
effect, a notice of which has been given
to the company before 21 days of the
meeting is passed in the general
meeting by a majority of voies In
person or proxy".

Shri Barman: (North Bengal—Re-
served—Scheduled Castes.). I beg to
move:

Page 135, for clause 264 substitute:

“964. Adoption of proportional re-
presentation for the appointment of
directors.—Notwithstanding anything
contained in this Act, from the year
commencing on 1st of April 1957 ap-
pointment of not less than two-third
of the total number of directors of a
public company or of a private com-
pany which is a subsidiary of a public
company shall be held according to
the principle of proportional represen-
tation whether by the single transfer-
able vote or by a system of cumulative
voting, the appointments being macde
orice in every three years and interim

.casual vaeancies being filled in accord-
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ance with the provisions,
mautandis of section 261.

mutatis

The articles of associations of all

" new companies will be framed accord-

ingly and those of existing companies
suitably modified before that date.”

Shri N. P. Nathwani: I beg to move:
(1) Page 139,
(i) line 20, omit “option to”

fii) line 22, for “may"” substi-
tute “shall”.

(2) Page 139—

(i) line 21, after “directors.—"
insert “(a)".

(ii) line 22, after “articles of a”
insert “public”.

(iii) lines 24 and 25, omit “or
of a private company which is a
subsidiary of a public company”.

(iv) after line 28, insert:

“(b) Notwithstanding anything
contained in this Act, the arti-
cles of a private company shall
provide for the appointment of
directors according to the princi-
ple of pruporl.ignal representation,
whether by the single transfer-
able vote or by a system of cumu-
lative wvoting or otherwise, the
appaintments being made once in
every two years"

(3) Page 139, lines 24 and 2>—
omit “or of a private company

which is a subsidiary of a public

company”.

(4) Page 139, line 28—

for ‘“ihree years” substitute
“two years”.
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Clause 265 Restrictions om
appointment etc.)

Shri Ramachandra Reddi (Nellore)-
1 beg to move:;

Page 139%—
for lines 44 to 45 substitute.

“(i) signed the memorandum
tor subscribing to shares not less
than 50 in number or of a value
not less than Rupees five hundred
whichever 15 less, unless the arti-
cles provide for a higher quali-
fication subject to the provisions
of section 269 (3)”

Clause 266.— (Certuin persons not
to be appointed etc.)

The Minister of Finance (Shri
C. D. Deshmukh): I beg tv move:

Page 140, line 37—

for “managing director” subs-
titute “managing or whole time
director”.

Shri N. P. Nathwani: I beg to
muve: '

Page 140—
(i) for lines 38 to 44, substitute:

“(a) is an undischarged insol-
vent; or has at any time within
the preceding five years been ad-
judged an insolvent, or

(b) suspends, or has at any
time within the preceding five
years suspended, payment to his
creditors, or makes, or has at any
time within the preceding five
years made, a compcsition with
them; or

(c) is, or has at any time with-
in- the preceding flve years been
convicted by a court in India of
an offence involving moral turpi-
tude.”

(2) The Central Government may,
by notification in the official Gazette,
remove the . disqualification incurred
by any person in virtue of clauses (a),
(b) and (¢) of sub-section (1) either
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generally or in relation to any com-
pany or companies specified in the
notification. :

(ii) line 45—

for “(2)" substitute “(3)".
Shri K. K. Basu: I beg to move:
Page 140—
omit lifies 45 and 46.

Clause 267.— [Amendment of provi-
sion etc.)

Shri C. D. Deshmukh: I beg to move:
Page 141, line 5— )
for “managing director” substi-
tute “managing or whole time

director”.

Clause  268.— (Appointment of
managing director etc.)

Shri Krishna Chandra: I beg te®
move.
Page 141—
for lines 16 to 21, substitute:
“managing director shall be
made with the approval of the
Central Government.”
Bhri C. D. Deshmukh: I beg to move:
Page 141, line 16—
for “managing director” substi-
tute “managing or whole time
director”.

Clause 269.—(Time within which
share qualification etc.)
Shri Krishna Chandra: I beg to
mnove:

Page 141, line 35—
after “shall” insert:

“Vary with the amount of the
subscribed capital of the company
and shall be laid down by rules
and it shall”,
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New Clause 272-A,

Shri Sadhan Gupta: I beg to move.

Page 142—
after line 9 insert:

“272A. Prohibition of appoint-
ment of tar-evaders as direc-
tors.—{1) No person who has
been found guilty by amy Court
or Tribunal or other competent
authority of evading any tax pay-
able by him, shall be appointed
as director of any company,

(2) Any person, on being found
guilty as aforesaid shall forthwith
vacate the office of a director.

(3) In the case of a person who
has been found guilty as aforesaid
before the commencement of this
Act the provisions of sub-section
.(2) shall apply as if he had been
found guilty as aforesaid at the
date of commencement of this
‘Act.

(4) This section shall apply
notwithstanding any want of
jurisdiction in the Court or Tri-
bunal on account of any technical
defect in its constitution or com-
position.”

Clause 273.— (Disqualification of
directors.)

Shri Krishna Chandra:
move:

(1) Page 142, lire 10 ang 11—
for “not be capable of being

appointed directors” substitute

“not remain a director”.

(2) Page 142, line 18—

for “and” substitute “involving
moral turpitude or”.

Shri Rane (Bhusaval): I beg to

move:
Page 142, line 18—

after “offence” insert “involving
moral turpitude”.

I beg to
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Shri Ramachandra Reddi: I beg to

mnve:

Page 142, line 18—

after “offence” insert “not
being an offence under this Act,
involving mor_al turpitude”.
Shri Rane: 1 beg to move:
Page 142, line 19—

for “for not less than six
months” substitute “for more
than two years”.

Shri K. K. Basu: I beg to move:
Page 142, line 21—

after “partner” insert ‘or any
private company of which he is
a member”.

Shri Ramachandra Reddi: I beg to

move;

Page 142—
omit lines 29 to 36.
Cclause 274.— (No person to be &

director of more than twenty
companies.)

Shri M. 8. Gurupadaswamy: I beg

to move:

Page 143, line 5— i

for “twenty companies™ substi-
tute “ten companies”.

Clause 275—(Choice to be made

ete.)
Shri Krishna Chandra: 1 beg to
move:
Page 143—

after line 28, add:

“(4) If any person, in contra-
vention of the above provisions,
continues to be the director of
more than twenty companies his
directorship in each of these com-
panies will become vold.”
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Clause 279.—(Age limit etc.)

Shri Krishna Chandra: 1 beg to
move:

Page 144, line 28—
after -“appointed” insert ‘“or re-
maining”. .
Shri Ramachandra Reddi: I beg to
maove;

Page 144, line 31—

for “sixty-five years" substitute
“seventy years".

Shri Erishna Chandra: My amend-
ment No. 791 is the same as No. 518
moved by Shr1 Reddl

Sbri C. R. Iyyunni: I beg to move:
Page 144, line 31—

for “sixty-five years" substitute.
“seventy-five years”,

Shri Tulsidas: 1 beg to move:
Page 144, line 35—

for “sixty-five years" substitute
“seventy years”,

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

Page 144, line 42—

for “completed”
“attained™,

- Shri Tulsidas: I beg to move:
Pupe 144, line 42—

for “sixty-five years” substitute
“seventy years"”.

substitute

Clause 280.—(Age limit not to
apply ete.)

Shri Tulsidas: I beg to move:
Page 145— ’
for lines 4 to 9 substitute:

“280. Age limit not to apply if
company so resolves—(—) A
company may, by a special resolu-
tion, provide for an age Llimit
other than that provided by sec-
tion 279,. or provide that no age
limit shall apply to its directors.”
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Shri Ramachandra Reddi: I beg to
move:
Page 145, line 6—

for “sixty-five years” substitute
seventy years”.

Shri C. R. Iyyunni: I beg to move:
(1) Page 145—
" for lines 10 and 11 substitute:

“(2) No previous notice of such
a resolution is reguired to be given
before the meeting.”

(2) Page 145—
omit lines 12 to 14

Shri Tulsidas: My amendment
No. 586 is the same as No. 522 moved
by Shri Iyyunni,

Clause 281.— (Duty of director to
disclose age.)

Shri C. R. Iyyunni: I beg to mqve:
Page 145, line 17—

for “sixty-five years” substitute
seventy-five years"”.

Shri Tulsidas: I beg to move:
(1) Page 145, line 17—

for  “sixty-five”
“seventy”.

(2) Page 145, line 18—

for “lower
“other age”.

substitute

age”  substitute

(3) Page 145, line 19—

after  “articles”
- special resolution”,

insert “or
Clause 282.— (Vacation of Office by
directors.)
Shri Rane: I beg to move:
Page 146--
for lines 6 to 8 substitute:

“(e) he is convicted by a Court
in India of any other offence and
is sentenced in respect thereof to
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[Shri Rane]
transportation or to imprisonment
for not less than two years;”.

Shri Ramachandra Beddi: I beg to
move.
Page 146 line 6—
after “offence” ingert:

“not being an offence, involving
moral turpitude”.

*  shri Krishna Chandra: I beg to
move:

Page 146, line T—
for “and” substitute “involving
moral turpitude”.
Shri Rane: I beg to move:
Page 146—
for lines 26 to 39 substitute:

“(2) Notwithstanding anything
in clause (c¢), (d) and (e) of sub-
gettion (1), disqualification referr-
ed to in those clauses shall not
take effect until thirty days have

- elapsed from the date of such
disqualification, or if within those
thirty days an appeal or revision
petition is filed in respect of the
adjudication, conviction or sen-
tence, until that appeal or revision
petition is disposed of.”

Clause 283.—(Removal of direc-
tors.)

Shri N. P. Nathwani: I beg to move:

Page 147, lines 1 and 2—

for “ordinary resolution” subs-
titute “spectal resolution”.

Shri C. D. Deshmukh: I beg to move:
Page 147, line 2—

after “director” insert “(not
being a director appointed by the
Central Gover
of section 407)".
Shri N. P. Nathwani: I beg to move:
Page 147—
after line 6 add:

“Provided further that this
sub-section shall not authorise

t in pur
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the removal of a director appoint-
ed under the provisions of se-
tion 407"

New Clause 283-A.

Shri Asoka Mehta: I beg to move:
Page 148—
after line 13, add:-

“283-A. Notwithstanding any-
thing contained in this Act,
the permanent employees of every
rompany employing one hug,dred
persons or more, shall be entitled
tn elect from amongst themselves
at the time of the annual general
meeting of the company, two per-
aons to hold the office of Directors
nf the company until the next
elections.”

Mr. Speaker: All these amendments
are before the House for discussion.

Shri Bansal: I rise to oppose the
amendments moved by my friends
Shri Nathwani and Morarka regarding
nroportional representation. Shri
Morarka and Shri Nathwani yesterday
gave a very imposing array of argu-
ments in favour of their amendments.

[Mr. Depury-SPEAKER in the Chair]

I really appreciate the very brilliant
and cogent arguments given by my
friend Shri Nathwani, but when I con-
sider the speech of my hon, friend
Shri Morarka, I cannot help feeling
that he was protesting a bit too much.
He referred to my previous speech
and had something to say about my
association with the late Shri J. J.
Kapadia. He also challenged my
statement That Bombay Shareholders”
Association had not wanted propor-
tional representation and he referred
to the Evidence volume in which the
Bombay  Shareholders’  Association
seemed to have suggested some change
in the method of representation on the
Board of Directors. But 1 do not
know why Shri Morarka should be
knowing the reasons—he did not
quote those particular relevant por-
tions where they definitely are sup-
posed to have demanded proportional
representation. 1 do net want to go
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into the history of those clauses,
but I will invite the attention
of my friend Shri Morarka to
the evidence before the Joint Com-
mittee, where the accredited represen-
tativ; of the Bombay Shareholders’
- Association led by Shri Maganlal were
present and my friend, Shri Avinasal-
ingam Chettiar, asked them certain
questions relating to these very
aspects of the Bill. Shri Chettiar
asked, "would you like to provide any
safeguards for small shareholders?”
Shri Maganlal replied, “there are pro-
visions by which minority sharehol-
ders are protected against even big
majority. Ten per cent. of the share-
holders can ask for inspection.
that is a sufficient right for the small
shareholders.” Shri Chettiar agamn
asked, “how will you react to the sug-
gestion that in the directorate by some
way of election or representation, a
minority shareholder may also get a
seat?”" Shri Maganlal replied, “I be-
lieve then the minority majority ques-
tions will go on. After all, the elec-
tion of a directorate is on a majority
basis and I do not want that this
principle should be vitiated.” 1 would
- like my friend Shri Morarka to note
this phrase: “Minority majority gques-
tions will go on."” Shri Chettiar again
asked, “do you not like to introduce
proportional representation for minori-
ty shareholders on the Board?” Shri
Maganlal replied, “no”. This is what
the representatives of the Bombay
Shareholders’ Assoclation have said
before the Joint Commlittee, where my
friend Shri Morarka was very much
present and where in fact he had
asked a very large number of ques-
tions. Shri Nathwani quoted from a
letter which the Bombay Shareholders’
Assoclation seemed to have written to
the Finance Minister. I do not know
what happened In Bombay between
the time when they came to give evi-
aence before the Joint Committee and
the time when this House has taken
up the clause-by-clause consideration
of this Bill. Both Mr, Nathwani and
Morarka belong to- Bombay and sure-
1y they know better what has passed
on in Bombay and in the committee of
tne Bombay Shareholders' Association.

2 SEPTEMBER 1955

I think -~

Companies Bill 11916

An Hon. Member: Nothing happen-
ed.

Shri Bansal: Something must have
definitely happened after the Bombay
Shareholders’ Association expressed
their view before the Joint Committee,
1 am just saying that I do not k:naw
what happened.

Shri N. P. Nathwani: Has my hon.
friend referred to the memorandum
which wus also submitted by the
sombay Shareholders’ Association to
the Bhabha Committee?

Shri Bansal: I do not know what
they have said in thelr memorandum
to the Bhabha Committee; but in the
memorandum which they gave to the
Joint Committee, they never made
any suggestion about proportional re-
presentation. That is all I had said
in my previous speech.

I would very humbly ask the House
to consider one aspect. What is the
minority we are talking of? Is it the
minority of the incoherent large num-
ber of shareholders or is it the minori-
ty of a few people who own 10 or
15 per cent. shares? Let us be very
clear on this point as to which minori-
ty we are talking of. Are we talking
of the minority of the vast majority
of shareholders or are we talking
about the minority of those people who
hold a group of shares in their hands,
and who, because they cannot get
elected to the Board of Directors, are
anxious to get elected?

Shri Morarka quoted from the
speeches which were made on the
fioor of this House in 1936, 20 years
back. He uoted from respected
leaders like Pandit Pant. But it was -
all in 1936 and now we are in 1955.
Shri Morarka will ask me, “what is
the change that has taken place? I
would humbly tell him what is the
change that has taken place. At that
time we had the European managing
agency houses and they were dominat-
ing the economic scene of this coun-
try. Although Indian shareholders
held up to 20 or 25 per cent. of shares
in their companies, they were never-
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((Shri Bansal]
.allowed to go mnear the Board of
Directors of those European compa-
.pies. My friend knows how the phrase
“guinea-pig  directors” came into
vogue. It was under these circum-
gtances that the nationalist point of
' view was being asserted in this House
for the introduction of proportional
representation. If I may tell my
friend Shri Morarka, that was the
gtand taken by the Indian business-
men of this country at that time,
because our economy was being domi-
nated by the European managing
_agency houses. Shri Morarka quoted
from a businessman who used to sit
wun the Treasury Benches at that time.
1 do not want to name that gentle-
man: he is a very respected friend of
mine. But lest the House should be
‘carried away by Shri Morarka's asser-
tions and protestations, I am telling
this. In 1936, an employers’ federa-
tion was formed by leaders of Indian
business under Shri Walchand Hira-
chand. The then Minister for Com-
merce and Industry, Shri Frank Noyce,
called this very friend of mine to form
another employers' federation on which
the majority of European employers
_ was represented. So, that friend was
playing that part at that time, sup-
porting foreign managing  agency
houses in this country. That was why
he was opposing proporticnal repre-
pentation.

Shri K. K. Basa: Say “supporting”.

Shri Bansal: Today the picture is
quite different, Indian businessmen
have come into most of the managing
agency houses.

Shri N. P. Nathw};nl: May 1 put
one question” Is my friend aware of
the fact that when Shri Govind Ballabh
Pant referred to the directorates of the
textile mills at Ahmedabad, all these
106 directorates were filled by the
members of 64 families, preventing
young and -talented skill from enter-
ing into the directorates?

Shri Bamsal: [ may submit that I am
not such an expert as my friend Shri
. Nathwani. I am giving to the House
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whatever arguments I am capable of
to the best of my ability. What I am
suggesting is that the scene today is
quite different and it is no use quot-
ing what was said in 1936. man
got chill in winter and the doctor
advised him to cover himself up pro-

perly with five blankets; the man
again got chill in summer and he
repeated the same thing, with the

result he died of suffocation. There-
fore, we have to use of appropriate
medicine at the appropriate time.
There is no use quoting in 1955 what
was said in 1936.

Mr. Deputy-Speaker: Minority
-directors are expected to fumigate
the rest.

Shri Bansal: The point to consider
15, what ig the minority we are talk.
ing of? The analogy of the Muslim
League has been given; the analogy
of so many political parties has been
given. But I ask, who are minority
shareholders? Will any Member here
suggest that these represent the
minority? I can understand manag-
ing agents holding a’ group of shares
and the other people who are not
managing agents being in the opposi-
tion against the managing agents.
But that opposition may be in majori--
ty or minority. In a large number of
cases in our country, managing agents
do not hold majority shares. It might
be that in some companies they hold

a majority of the shares; but in most

of the companies, managing agents do
not hold a majority of shares. There.
fore, what is the meaning of minority
in those cases?
minority and majority is a mere red
herring, so that the disgruntled peo-
ple who own group of shares, 10 or
15 per cent. of shares might gét into
the Board of Directors. It is a red
herring only created by them. I
would request the House to cousider
very calmly this gquestion and if they
come to the conclusion that it is
in the interests of the country to
allow representation to this kind of
minority, then they are welcome. But
as I said, there is a real danger of

This question of .
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fissiparous tendencies developing in
the Board of Directors to the detri-
ment of company management, This
Company Law Report is always refer-
red to like the Bible by my friends
who are championing the cause of
proportional represgntation.

Mr. Depnty-Speaker: Why are you
quoting from their Bible?

Shri Bamsal: I am quoting their
Bible for their sake and for their
edification. 1Is there anything here to
support proportional representdtion?
Has this Committee said anything in
support of proportional representa-
tion? Certainly, according to i
Morarka, this question was very much
before the Company Law Committ¥.
The shareholders, according to thé'ﬁ'l,
had made a detailed representation on
this guestion. But, how is it that
even in spite of that and in spite of
the fact that Shri J. J. Kapadia was
a member, this Committee has not
sald anything about proportional Te-
presentation. I do not want to qudte
from where they say what safeguards
they are suggesting for oppression of
minority. But they have not suggest-
ed anything about proportional re-
presentation.

Mr. Deputy-Speaker: Have they
considered it and said, No? )

Shri A. M. Thomas (Ernakulam):
They have not considered.

Shri Bansal: They have referred to
the oppression of minorities.

Mr. Deputy-Speaker: Directly, was
the question of proportional represen-
tation referred to them? “

Shri A. H.‘m: That aspect has
aot been considered by that Committee.

Shri Bansal: No.

Mr. Deputy-Speaker: So, it is neither
the one nor the other. =

Shri Bansal: The question was very
much before them. As Shri Magan-
lal in his evidence before the Joint
Committee said that the other safe.
guards are enough, my presumption
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is that the Company Law Cornmittee:

came to the conclusion that the other-

safeguards which they were providing-

were enough to meet the case.

Mr. Deputy-Speaker: Why did not:
they say specifically?

Shri Bansal: I do not know. I am®
drawing my own inference. ~Similarly,.
the House is also welcome to draw
its own conclusion. My conclusion is
that the Company Law Committee did
not consider that question worthwhile
after they came to the conclusion that
they could verure safeguards to the
minority interests by the other clauses
which they have dealt with in their
report and in the re-draft of the
various clauses. That is the only
short’ point that I am trying to make.

Shri Morarka gave the analogy of
the Public Accounts Committee of thi¥
House. Again, I say, the Public Ac-
counts Committee is on a different
footing. Firstly, the Public Accounts
Committee does not rule the country.
Secondly, on the Public Accounts
Committee, this method succeeds
because there is a coherent minority.
My communist friends are in a minori-
ty and form a coherent block. Simi-
larly. there are other groups which
form definite blocks. Therefore. pro-
portional representation on the princi-
ple of cumulative voting has some:
meaning. Suppose, Sir, you Were
elected by cumulative voting by your
constituency, how can any minorities
exercise their voting rights? How cam
a constituency like that be divided
into various groups so that minority
representation could be given?

Mr. Deputy-Spesker: I would re-
quest the hon. Member to elucidate
to the House this point. Voting
power is given in proportion to the
capital paid; that is. on the amount
of capital which each person has paid.
If a person has paid two-thirds of the
capital, is it not likely that he will be
able to get two-thirds of the directors?
What he wants is that having got two-
thirds, he must get all the directors:
elected by himself. '
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Shri K. K. Basu: Even if he has 51
per cent,

Mr. Deputy-Speaker: Each persun 1s
given the power according to the capi-
‘tal subscribed by him. Those who
have paid the majority of the capital
51 per cent, want to have not only
that percentage, but also power to
«control cent per cent. So far as direc-
tors are concerned, 51 becomes equal
to 100. 1Is it wrong for the other 49
to say, I will apply the same prinei-
ple and I shall get some other direc-
tors as I am entitled to? What is the
injustice done? I am unable to follow.
I believe the House also will like to
have an elucidation.

Some Hon. Members: Yes.

Mr. Deputy-Speaker: Proportion-
ately to the capital invested, each man
has the right to wvote. Those who
have paid the majority of the capital
will have a majority. But, the aim
seems to be that they must have every
director according to their choice. If
they command 66 2|3 per cent. of vot-
ing strength, they want to have cent
per cent. of the directors. Merely on
the principle of 51 per cent. majority
they want to claim cent per cent.
power, and make the other people
suffer. y,

Shri C. D. Deshmukh: I thought the
‘hon. Member was making a limited
point that there are certain circumstan-
ces in which proportional representa-
tion cannot give you proportionate
representation, as in a constiluency
-of 300,000 votes, each one has a vote
and each one may wish to exercise it
in a different way and only one per-.
son can be elected. He poses that
question as I understood it. That is
‘the only argument, whether it is right
O WTONg.

_ Mr. Deputy-Speaker: So far as poli-
tics are .concerned, everybody has got
a vote irrespective of any qualifica®
tion. Here, we have a richer man and
A poorer man.

Shri 8. S. More (Sholapur): The
instance of a single seat territorial
renstituency is not a good instance for
the purpose of illustrating this pro-
portional representation’
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Shri Bansal: I was replying to an
analogy by an analogy. I know
analogies are not perfect.

Mr. Deputy-Speaker: What is the
justice behind this? One would like
to know that. I invest some money
In the shares of a company. Is it not
just that I should have voting strength
in proportion to the amount of capital
paid? If you say that so far as the
directors are concerned, they must be
the representatives of some other men
and the minority owners should not
have one to represent themselves,
what is the justice?

Shri Bansal: That is exactly the posi-
tion. A man has as many votes as
he has- shares in the company. He
exercises the voting rights.

Mr. Deputy-Speaker: Let me exet-
cise and get a director of my choice.

Shri Bansal: You are free to vote
for the director of your chowce.

Mr. Deputy-Speaker: But, I am
drowned on the ocean of 51 per cent.
There is no use of mincing facts.
The 51 per cent. are able to get all
the directors whereas their voting
right is only equal to 51 or 75 or 60.
They want to dominate over the rest
and they begin to call the other fellows
bad fellows. The hon. Finance Minis-
ter will try to convince me later on.

§hri C. D. Deshmukh: I am not
taking sides in ths.

Mr. Depuiy-Speaker: If you say us
if the whole thing 15 unjust, 1t passes
my comprehension. .

Shri C. D, Deshmakh: The hon.
Merfiber can explain himself better
than I can. He was drawing attention
to the impracticability....

Mr. Deputy-Speaker: That Is another
matter,

Shri C. D. Deshmukh:. ... of a situs-
tion where 5,000 people with a theo-
retical right to elect a director have
fo elect 12 directors. In politics one
can understand 4 minority or &
majority: they may be 5 they may
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be 10. Therefore, an individual right
_is subjected ab initio to another group-
ing, namely political group A, B, C, D,
or E. There it is easy to work. Where
in theory each voter has a separate
Tight, out of 5,000 voters, if there are
5,000 candidates, and only 12 seats
are to be tilled, he asks how are you
going to ensure that each man’ who
may be regarded as a minority in
himself gets nis own director.

Shri Bansal: That was my point.
1 am very much obliged to the Finance
Minister.

Mr. Deputy-Speaker: Thfe percent-
age is not one in a thousand, but it
is one 1n a hundred. Instead of los-
ing the wnole thing, at least 10 peu-
ple_ will join and get one.

Shri C. D. Deshmukh: If they join

together.
L]

Mr. Deputy-Speaker: They will do
80,

Shri S. 8. More: Suppcsing 12 direc-
tors are to be elected, what is the
harm if 12 votes are given to each
shareholder which he can give to one
person?

Shri Bansal: He can always give.
You can give 12 votes to any director
you like. What I-say is that the con-
flict which is supposed to be there
between a group of minority share-
holders, say your 49 per cent. and 51
per cent., where is it?

Mr. Deputy-Speaker: It is not a
question of conflict.

Shri Bamsal: A conflict will arise
say if there are 5 or 8 shareholders
holding some blocks of shares and
they place themselves in opposing
blocks.

Mr. Depufy-Speaker: We will assume
a case where all the 49 per cent. of
the voters want some representative.
They all join together, “Uniess there
is proportional representetion, they
may not have a single representative,
The 51 per cent. will drown the 49
ger cent. Is that not so?
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Shri Bansal: They will drown not
in the deep sea. What is this drown-
ing? I want to know what is this
drowning, what for?

Mr. Deputy-Speaker: What I am
saying is this. It is always implied
that at least the majority will have to’
join together for the purpose of har-
monious working. At least 51 per
cent. of the shareholding must com-
bine to have a harmonious directo-
rate. ‘That is implied. Every hon.-
Member who supports this implies it.
There may come a time when they
will quarrel with one another and
there may not be 51 per cent. at all
coming together.

Shri C. D. Deshmukh: That is
right, but the commoner case will be
where large blocks of shares will be-
long to certain groups or persons who
have already joined together for
other purposes. It is far more diffi-
cult for the individual voter to join
together with somebody else, and se-
condly, the individual voter may
change. It is only at the time of the
election. Stockholding is something
quite different from membership of a
political party. Even political parties
are known to change their principles-
and membership, but +that does not
happen so quickly, in such rapid suc-
cession as change of shares in the
market. Therefore, this minority is a
kind of transient thing, and what will
happen really under proportional re-
presentation is that small powerful
groups of 10, 15 or 20 per cent. will
try to get their representatives. In
other words, it is a means of getting
a small minority in a rather large
majority.

Pandit Thakur Das Bhargava (Gur-
gaon): This principle ought to be in-
troduced in private companies.

Mr. Deputy-Speaker: What is the
harm if a small minority comes in
out of 127

Shri Bapsal: That will always be a
question of opinion. As I had pointed
out on the last occasiop, in recent
years certain cases of gross mis-
management of companies have come
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to light, and to the best of my know-

ledge that statement has not been

challenged even by Shri Morarka; the

difficulty there was this kind of mino-

rity to which the Finance Minist
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realise that the Board of Directors
occupy or in  any event ought to
occupy a pivotal position in the
management of a company. The

referred, got control or were trying to
get control of the Board of Direc-
tors. And that is why we saw this
kind of gross mismanagement of those
companies with the result that Gov-
ernment in many cases have had to
interfere. And therefore, my an-
xiety is to avoid this kind of bad name
coming to the companies. That is ex-
actly what I am trying to impress on
the House.

These are things where there will
be always difference of opinion, and
I know opinion is very sharply divi-
ded, but I just try to the best of my
ability to answer some of the points
raised by Shri Nathwani and Shri
Morarka.

One more point and I will finish.
Shri Morarka referred to this system
being prevalent in America. The Fin-
ance Minister in his speech had point-
ed out that even in America in one
of the most industrially important
States, this system does not obtain.
Anybody who has read the life of
Ford or other such industrialists has
heard of their struggle against the
minority shareholders. In how many
cases have they not had to go before
the minority, in fact at times purchase
the entire minority interests at huge
costs? The story of the’ conflict bet-
ween the minority and majority in
America is a classic one and I think
it will be a bad day for our country
if that conflict comes about in our
company management. I would onee
again appeal to the House to consider
this guestion in a dispassionate and
calm manner and come to a decision.
Thank you.

Shri C. C. Shah: In discussing the
clauses under consideration in this
group, our search is for an indepen-
dent, honest and efficient Board of
Directors. In the discussion of this
Bill our mind haz been too much
preoccupied with managing agents ¥

ging agents have very much over-
shadowed and overpowered the
Boards of Directors. We made that
search in ]936 and we have found
that that search has been fruitless,
We are again on that quest and I
wish to draw the attention of the
House briefly to some of the improve-
ments which we have made in this
Bill. Proportional representation is-
one of the remedies which is proposed
and a very effective remedy, but I
also want to draw attention to what
we have done in this Bill to meet the
evil and to what extent it will m
it. -

The managimg agents in theory are
supposed to act under the supervision,
control and direction of the Board of
Directors. In effect, it is the Board of
Directors which is swamped or packed
by the managing agents’ nominees,
and that is why we are now trying to
see whether we cannot by some means
provide a Board of Directors which
will look after the interests of the
company. And I want to say this, that
the key to the reform of company
law is really to réform the directo-
rate, and if we can succeed in reform-
ing the Board of Directors and pro-
viding an independent board, we have
done almost all that a company law
will require. The difficulty is how to
provide for it.

The peculiar characteristic of corpo-
rate enterprise is that it divorces
ownership of property from its cem-
trol and management. Ordinarily
speaking, if I own a property, I am
in control and management of it. It
is the peculiar characteristic of cor-
porate enterprise or of corporate com-
panies that whereas ownership rests
with a large group of people diffused
all over the country, the control and
management goes to a small group of
people who dominate the ecompany.
Now, what we really wish is, becawse
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the scattered shareholders cannot
manage the company, that that small
group must be really representative
and must be of the choice of those
shareholders and not of a dominant
minority. Really speaking, the pro-
blem is not s0 much to pretect the
minority of shareholders, but the pro-
blem is to protect the majority of
shareholders against the dominant
minority, the group which holds a
block of shares, say 20 or 15 or 30
per cent. It is that dominant minority
group which dominates over the
majority. This divorce between own-
ership and control of property goes on
increasing as the field of corporate
enterprise becomes wider, and the
result is that the shareholder instead
of remaining the owner of the pro-
perty becomes a mere recipient of
dividend like a bond or a debenture
holder. Qur effort is to restore to the
shareholder the position to which he
is by right entitled.

MNow, what have we done in order
to do this? In the Act of 1836 for the
first time we provided that the manag-
ing agent cannot appoint on the
board more than one-third of the
directors, but as the Bhabha Commit-
tee has rightly pointed out, our ex-
perience shows that they not only no-
minate by right the one-third, but even
the remaining two-third become their
nominees. Therefore, in this Bill we
are introducing for the first time
clause 260 by which it is provided that
certain persons closely associated with
managing agents shall not be elected
on the Board of Directors unless
special notice of election is given
and a special resolution is passed
by the saareholders. The inten-
tion is *» draw the attention of
the shareholders that the parti-
cular peisons standing for elec-
tion to the board are persons closely
agsociated with the managing agents.
If they want to elect them they are free
10 do so provided they get three-fourths
of the majority. That is one device
which we have adopted in this Bill to
see that in the remaining two-third
fleld at least no nominee nf the manag-
ing agents comes in.

276 LS.D.
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The second remedy which we have
provided is clause 377, and we have
said that where that one-third comes to
more than two directors, the managing
agents shall not be able to appoint more
than two directors, so that the maxi-
mum nwmber of directors which they
can appoint are only two, and if the
whole board consists of not more than
five directors, only one.

The third remedy is clause 407 where
we have given power 1o the Govern-
ment to appoint two directors on the
board on the application of one tenth
of the shareholders and 1 hope there
will be an amendment to that clause
permitting 100 share-holders to apply
if it is less than one-tenth.

These three things which we have
provided in this Bill will, I hope, go
some way in at least securing an inde-
pendent board.

Two other remedies which we have
provided are the retiring age of diree-
tors and the limitation of the number
of directorships which an individual
can hold. The retiring age of direc-
tors, which we have provided, is for a
reason. As you know, and as every-
one knows here, few people can realise
that the time has come for them fo
retire, and it is very inconvanient for
their colleagues to remind them that
they should retire. Therefore, it be-
comes necessary for law o provide
that at a particular age they shall
retire. But we have provided alsofora
contingency; if a gentleman is very
able and very wise and statesman like
and the company requires his services,
then we have provided that the com-
pany can pass a resolution exempting
him from the age limit. But I submit
that that will go some way in provid-
ing for an independent board.

The second remedy, as I said just
now, is limiting the number of direc-
torships which an individual can hold.
In this connection, I would like to
give a few facts as to the concentra-
tion of directorships which we have
in India today. I have a list here of
29 individuals who hold directorships
in companies ranging from 61 for one
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[Shri C. C. Shah]
individual to about 19; and in bet-
ween, there are some who hold 45,
some 51, and some 38 and &0 on. Sq
as the Bhabha Committee have given
the figures of....

Mr. Deputy-Speaker: I healieve all
those figures have been given by other
hon. Members.

The Minister of Revenune and Civil
Expenditure (Shri M. C. Shah): They
have already been circulated.

Mr. Deputy-Speaker: 1 am going to
call the hon. Minister at one n'clock.
Some other hon. Members also want
to speak. So, the hon. Member may
be brief.

Shri C. C. Shah: [ shall be very
brief. I do not know whether this
other fact has been brought to the
notice of the House, namely, that only
nine families hold six hundred direc-
torships, of all companies, like jute,
coal, eotton, sugar, bank and invest-
ment companies etc. We see from this
what the concentration is. And that
is the reason for the limitation which
we have provided.

In regard to clause 280, there is
only ome thing to which I wint to
draw the attention of the hon. Minis-
ter, and that is in regard to amend-
ment No. 420 or No. 421, which pro-
vides that ar associate of a managing
agent shall not be elected. I believe
my hon. friend Pandit K. C. Sharma
has also given an amendment tn the

same effect. 1 hope the hon. Minis-
ter will be pleased to accept that
amendment.

Shri C. D. Deshmukh: There are two
amendments, ly amend t
Nos. 420 and 421,

Shri C. C. S8hah: About proportional
representation. since it has been much
discussed, I do not want to take up
the time of the House. But there is
one aspect of it to which I want to
draw attention, and that is as regards
1 would

that even if it is not possible fo apply
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proportional representation to all pub-
lic limited companies, it mav be ap-
plied to private limited companies.
The reason is this, So far as private
limited companies ape concerned, it is
a very peculiar position that obislns.
If you will see clause 254, you will
find that while it provides that in
public limited companies, two-thirds of
the directors shall be elected and one-
third shall retire by rotation every
year, in a private limited company
which is exempted from the operation
of that clause, it is left to the articles
to provide as to the manner in which
the directors will be elected or ap-
pointed or nominated. I Wnow of a
number of private limited companies
in which by the articles directors are
appointed for life, and they are irre-
movable.

Shri Gadgil (Poona Central): Not
after death.

Shri C. C. Shah: [ know also of a
number of private limited companles
where those who are appointed for life
have the right to nominate their suc-
cessors either by will or by deed-pool
or by this, that and the other, so that
it becomes a hereditary thing. And
not only that, but you will also find
that clause 260, in which we have pro-
vided that associates of managing
agents can be appointed only by spe-
cial resolution, does mot apply to pri-
vate limited companies. Then, you
will find that we have provided in
eclause 262 that voting on directors
shall be individually on each director.
That clausc also does not apply to
private limited companies, with the
result that they can put election of all
the directors to vote in one resolution;
and one does not know how they are
elected. Agaln. in clause 266, we have
provided that a managing director of
a company if he is convicted of =a
criminal offence involving moral tur-
pitude or is an insolvent cannot cum-
tinue to be the managing director of
that company, but this bar does not
apply to the directors of private limi-
ted companies.
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Then, there are clauses 273, 282 and
283. Clause 273 makes mention of the
disqualifications of directors of pub-
lic limited companies. Now, these are
the only disqualifications which can be
imposed on directors. But sub-clause
(3) says that privaie limited compa-
nies can impose still further disquali-
fications op their directors by their
articles, so that the dominant group,
if they do not desire the others to
come In, can by articles provide any
number of disqualifications which will
prevent the other people from becom-
ing directors of private limited com-
panies. Similarly, in clause 282 we
give the grounds on which a director
will vacate his office, but we have alsn
provided ihat a private limited comi-
pany can add to these grounds in the
articles under which he will have tn
vacate his office.

So, you will see that so far as pri-
vate limited companies are concerned,
there is a free fleld so to say, and
there is no law which generally ap-
plies to it by which you can any day
secure that at least representatives of
shareholders will come. And it is not
very difficult to provide for propor-
tional representation in private com-
panies, becadse the membership is not
more than 50; it is very easy and more
convenient in private limited com-
panies than in public limited com-
panles. All the difficulties which are
pointed out will be the difficulties
which will come in, in public limited
companies. But for private limited
companies, I submit that the propor-
tional representation method is an
ideal method. There is an amendment
to this effect by my hon. friend Shri
N. P. Nathwani, namely amendment
No. 550. I would request the hon.
Finance Minister to consider that
amendment.

Pandit Thakur Das Bhargava: With

shares would also exist in such a fair
division, that it is possible for prn-
portional representation to be in intro-
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duced there. If there is aggregation
of shares in minority groups as in
public companies, even then it is diffi-
cult to have a defined group, because
there are thousands of shareholders.
But in private companies where there
are only 50 persoms, there might be
different groups, and therefore, this
principle of proportional representa-
tion is, I think, very apposite so far
as the private companies are corncern-
ed. Other reasons have been given by
my hon. friend Shri C. C. Shah
already, and I do not want to add to
them. But I would only say that this
is the principle which should be ap-
plied to private companies first of all.

Coming to my own amendments, I
would like to draw your attention to
my amendment No. 867 to clause 268.
In clause 268, it is provided that no
managing director can be appointed
without the approval of the Central
Government. The words are:

“In the case of a public com-
pany or a private company which
is a subsidiary of a public com-
pany, the appointment of a
managing director for the first
time after the commencement of
this Act in the case of an existing
company, and after the expiry of
three months from the date of its
incorporation in the case of any
other company, shall not have
any effect unless approved by the
Central Government; and shall
become void if, and in so far as,
it is disapproved by that Gov-
ernment *

My submission is this. So far as
the managing agents are.concerned,
I shall have ocrasion to give the rea-
sons when we come to clauses com-
mencing from 323 onwards. Ewven
there, I do not agree with this pro-
position that every appointment or
reappointment shall be made with the
approval of Government. Much less
do I agree, in the rase of managing
directors. .

So far as managing directors are
concerned, their case stands on a
better footing. All the complaints that
have been directed so far are against

.
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managing directors are concerned, the
complaints are not so many. Further,
so far as directors are concerned, they
are not appointed with the approval of
Government; and | similarly managers
also are not appointed with the ap-
proval of Government. But in the
case of a managing director who is
somebody in between these iwo cate-
gories, I do not know why Govern-
ment insist that he cannot be appoint-
ed except with the approval of Gov-
ernment.

If you would kindly look into the
scheme of the Bill and the other
‘provisions therein, as for instance
clause 266 which deals with the dis-
qualifications in regard to managing
directors, you will find that a list of
disqualifications has been given simi-
larly for directors also. If is a’ very
good list that has been given. Nobody
has said a word about those lists,
saying that they are not .complete or
that they are not good. But I do not
understand why we want to see that
so far as the injtiative of the people
is concerned, and so far as the choice
of the ordinary man is concerned, that
should no! be allowed to prevail.

Now, it is quite true that so far as
the companies are concerned, their
management is not above board. It is
not satisfactory, and therefore, this
Bill is brought in to curb those com-
panies which are not managed well. I
can understand all the curbs, all the
provisions of this Bill relating to bat-
terment of company management. For
instance, you have narrowed down
the limits within which, they can get
profits; from 24 and 27 per cent. ac-
cording to the Finance Minister, it
has been brought down to 8 per cent.
So far as their powers are concerned,
the previous powers have all been
curbed. So far as the question of their
qualification etc. is concerned, they
have all been curbed in such a manner
that now those agents or those manag-
ing agencies or directors do not possess
even a medium of those powers which
they had previously. Now, we come to
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the question of the necessity of the
Government approving them. Why
should Government take the power of
approving them? I can understand
the Government taking the power of
disapproving them. For instance, if a
certain managing director is not quite
efficient and is not qualified, and yet
the shareholders in their obstinacy
choose to appoint him as their manag-
ing director, the Government may
rome down upon him and say, ‘We do
not approve of him; he is not the
right person; he comes within the
ambit of the disqualifications’. I can
understand that. But I do not under-
stand why every choice of the share-
holders should be subject to the
approval of the Government in so far
as managing directors are concerned.

Now, when we enacted our Consti-
tution, in the preamble we guard
against this. We know that so far as
an individual is concerned, he must
have the right to grow to his full sta-
ture, and although we were of the opi-
nion that the community also should
have a right, yet we came to the con-
clusion that the individual's right
must be there. The words used are
“fraternity assuring the dignity of the
individual and the unity of the
nation”. I beg %o ask, what is the
right of this individual when so far as
his property is. concerned, you regi-
ment all the incidence of manage-
ment of his own property? Suppose [
am the owner of 50,000 shares and I
join with others and we want that
our company should be managéd by
Shri Deshmukh because we like him
very much; yet Shri Khandubhai
Desai, who is the Finance Minister
then says ‘No. I do not approve the
choice’. My choice should be the first.
I know how my property is to be
managed.

Mr. Deputy-Speaker: Are there not
cases when people have to be guarded
against themselves?

Pandit Thakur Das Bhargava: If that
is so, Government will be perfectly
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justified in regimenting life in this
way, that you shall engage such and
such a servant, you shall eat this, you
shall not eat that. Now, the persons
whom you are referring to who ought
to be guarded against them, also are
under court of wards or guardianship
or in the lunatic asylum. Here it is
the case of a man who is a good man,
a good citizen, having the right to
manage his property, and so lar as
his rights to manage his property are
concerned, they should not be curbed
by the Government in this manner.

Mr. Depuiy-Speaker: Is there not
a Usurious Loans Act? Suppose a
man contracts to give cent. per cent.
interest?

Pandit Thakor Das Bhargava: |
am not objecting to that.

Mr. Deputy-Speaker: So long as the
individual is an animal all by himself,
he need not be regulated by the State.
But when one lives in a society, his
freedom may be a negation of the free-
dom of other people.

Pandit Thakur Das Bhargava: [
do not object to many of the curbs. I
am in agreement so far as controlling
the propensity to profit is coricernad,
and so far as the exercise of other
powers is concerned. But so far as
my manager is concerned, suppose I
own an estate, will the Government
come and say, 'No, do not appoint this
man as your manager’.

Mr. Deputy-Speaker: There he
deals exclusively; here he is dealing
jointly with the rest.

Pandit Thakur Das Bhargava: Sup-
metwentyo!usjoinmdwema
particular estate.

. Deputy-Speaker: Has he the
nght to impose his will on the twen-
ty-first one?

Pandit Thakur Das Bhargava: So
far as imposition is concerned, the
Bill refers to proportional represen-
tation. But we are agreed that we
shall have this man; why should the
Government come and say, No, you
shall not have him'.
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Mr. Deputy-Speaker:

mous?

Is it unani-

Pandit Thakur Das Bhargava: Sup-
pose it is unanimous or approved by
a large body of people.

Mr. Deputy-Speaker: The large

body has no right to impose itself on
the small body.

Shri C. D. Deshmukh: He is really
in favour of people being allowed to
make fool of themselves, if they
want to.

Pandit Thakur Das Bhargava: I
am sorry, I have not heard what the
hon. Finance Minister said.

I was submitting that so far as this
aspect is concerned, after all a person
has some property, and he has a right
to dispose of his property or manag-
ing his own property. Why should
not a collection of people who own a
a particular property have that right?
‘Why should Government come in?

Shri C. D. Deshmukh: Does it mean
that the hon. Member abjects to all
those chapters about restrictions an
managing agents, disqualifications of
directors and so on and so forth?

Pandit Thakur Das Bhargava: No.
Shri C. D. Deshmukh: Why not?

Pandit Thakur Das Bhargava: After
all, in a matter of this moment, I do
not maintain that the individual has an
absolute right. The society has a right,
through the Government to see that
things are not mismanaged, and this is
the basis of your Bill. Why did it not
strike you for 70 or 80 years before
1951, that the Government should
have the last word, so far as this kind
of management is concerned, In 1§51,
Government brought in this Bill for a
temporary period of three years, Now,
they are making it permanent. The
best persons to make a choice are the
share-holders themselves. The Gov-
ernment may also commit a mistake.
Government shall have to inquire, The
share-holders know the people who
are in the management. They know
them much better than the Govern-
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ment might possibly know them.
There is no reason whatsoever that
the Government should impose them-
selves on the share-holders regarding
the managing director. They are tak-
ing so many powers. I am not oppos-
ing all those things. I am only sub-
mitting in the case of the managing
director. In his case, you wili be
pleased to see he is a director. The
director is only appointed by the
share-holders. The Government do
not approve of him. The manager is
also not approved by the Govern-
ment. Then why this provision about
approval of the managing director by
Government?

Mr. Deputy-Speaker: He is the exe-
cutive authority, the head of the ad-
ministration,

Pandit Thakor Das Bhargava: My
submission is, how is his position better
than that of a manager so far as ma-

t is ned? They are both
defined in the same way. Manager is
one who has substantial authority of
management; the same is the case with
the managing director. I do not under-
stand this difference as between the
manager and a managing director; I do
not see the logic behind saying that the
managing director cannot be appointed
except with Government's approval.

Now, in clause 268, they have got a
double dose. First of all, the Govern-
ment shall spprove, and so far as the
Government are concerned, if they dis-
approve, to that extent, he will not be
appointed. Therefore, I am submitting
through my amendment No. 867 that
for “shall not have any effect unless
approved by the Central Government,
and shall become void if, and in so far
as, it is disapproved by that Govern-
ment”, substitute “shall become void if
it is disapproved by the Government
for reusons mentioned in section 266 or
section 273 relating to directors”. The
Government can certainly say that this
man who has been appointed by the
ghare-holders is disapproved of be-
eause so far as disqualification is con-
cerned, he comes within the ambit of
‘hose disqualifications. I can very well
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understand that, but I do not under-
stand why initially even if he is not
disqualified in any manner, he shoula
be got approved by Government.

So far as this question is concern-
ed, I also referred to it at the time
of the general discussion and said
that it offended agalnst article 19(g):
‘to practise any profession, or to carry
on any trade or business’. I do not
understand why a person who has
been chosen as managing agent by a
large body of share-holders and who
has been carrying on this business
for a long time, and has justified his
position over a long period by virtue
of the fact that he has brought suc-
cess to the company, should in the
case of re-appointment, seek the ap-
proval of the Government. The ap-
proval may not be given for a hun-
dred and one reasons. We cannot
say that all approvals and disappro-
vals will be on merits alone. You
have got many other restrictions
against the managing agent which I
accept. You say that he shall not get
more than 5 per cent. All right. You
say he shall be there only for five
years. I accept all those restrictions.
But why should this double dose be
given and all the initiative of the
private man taken away and his life
regimented in this manner? First of
all, I am looking at it from the share-
holders’ point of view. I refuse to be
guided in this matter by the advice
of the Government or any officer of .
Government. My own advice, my own
information, my own choice of a par-
ticular man to manage my property
or estate, when I am backed by the
share-holders, must be supreme.
There is an agreement between the
company and the managing director.
What is the difficulty? Therefore, an
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Constitution that there should not be
concentration of wealth in a few
hands. But there is concentration of
power in the hands of the Gowvern-
ment and nothing is left to the pri-
vate individual as a private individual.
1 am objecting to my powers—cir-
«cumscribed though they may be in
the public interest—being touched in
this way. I have been for a long
time enjoying all these rights. What
has happened since 19517 If there
‘had been any lapse on the part of
managing agents, all right, you have
<clause 323, which we will consider at
‘a later stage. But so far as managing
directors are concerned, no evidence
has been placed before us to the effect
that managing directors have not
behaved well

1 pM.

Shri U. M. Trivedi (Chittor): Will
it not militate against  the funda-
mental rights given by the constitu-
tion?

Pandit Thakur Das Bhargava: That
1 have already dealt wlth. Therefore

pany, in the case of re-appointment
this will not be fair.

There is one other difficulty. Sup-
posing the Government takes this
power. What about persons who
come to Government for the first time?
‘How does the Government know that
‘they will or will not make a success?
After all, we go by past experience.
Persons whe are a success according
me, may not be a success accord-
ing to Government. I can understand
that so far as the private citizen is
concerned his rights should be safe in
the hands of the Government. I res-
pectfully submit for the consideration
«f the hon. Finance Minister that he
should consider it from the point of
view of the rights of the private citi-
Zzen. I can understand that in parti-
cular emergencies you _un have regi-
mentation of all my activities ordi-
narily and in the industrial field also.
But you should not make the private

8
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citizen a slave of yourself. If a per-
son has been a success for the last 20
yvears there is absolutely no reason
why he should be allowed to be re-
appointed only after your approval
Your approval may be wrong or your
approval may be right. At the same
time, let him be allowed to commit
honest mistakes.

One law was brought by the then
Home Minister Shri Rajagopalachari,
—the Press (Objectionable Matter)
Act—and then he =aid that it was a
scare-crow, that they did not want to
use that but it was a scare-crow for
the people. This Bill has come now
which has been characterised by the
Finance Minister himself as a scare-
crow. But, in this case I find that
they will exercise all these powers.
Every person will have to run to some
officer of the Government and ask
him, Kindly give approval to my
appointment or re-appointment’. I
can foresee what would happen. Fifty
thousand companies have to be con-
trolled by the Government and the
managing agents and the managing
directors have to be appointed by the
Government. There is bound to be
nothing but nepotism and jobbery if
it is left to the smaller people; and
the hon. Finance Minister cannot do
everything himself. The result will
be—when they are going to have
Rs. 750 crores invested in the Second
Five Year Plan and start new com-
panies—that ultimately we shall find
that either all this breaks down or
they will not be able to implement
the promises that they are making.

Shri C. D. Deshmukh: Mr. Deputy-

Shri C. R. Iyyunni: Sir, I would
like that he may answer some of the
questions that I want to put to him.

Mr. Deputy-Speaker;: That also
takes away some of the time.

Shri C. R. Iyyunni: Sir, there are
amendments and we do not get a
chance of speaking; and, if we are
not even allowed to put questions and
get answers, i .his is also prevented,
I do not know what is the use of our
being here.
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Mr. Deputy-Speaker: Hon. Members
must have stated to the hon. Speaker
that they wanted two more hours.
At that time, they keep quiet and
now want me to extend it.

Shri G. D. Somani: You can extend
it by half an hour more.

Mr. Deputy-Speaker: I have no
right. Hon. Members do not assess
their time properly; they ask one
hour and then they ask for more
time.

Shri U. M. Trivedi: Yesterday we
agreed to sit one hour more after
Monday.

Mr. Deputy-Speaker: That is after
Monday. All right, Shri Iyyunni.

Shri C. R, Iyyunni: In our part of
the country there are a number of
banks in which at the termination of
the period—that is one year—all the
directors vacate office. Now, accord-
ing to this clause, it is only with re-
gard to the retiring director that no
notice need be given. That is what is
stated. At that particular time all
the directors vacate office and it is
not a case of the seats of one-third of
the directors becoming vacant. All of
them go out of office and new people
are put in. In that case is it neces-
sary that they should also give a
statement of consent before they stand
for election? What is stated in this
particular clause is that a statement
of consent must be given to the Re-
gistrar before he is elected; 50 many
days before his election. Will it not
be enough if that consent is given
after the man is appointed or elected?
What exactly is the usefulness of this
particular provision there? I would
like to be informed about it.

Mr. Deputy-Speaker: The chance
of anybody being elected against his
consent must be very rare.

8hri C. D, Deshmukh: Prima facie
there seems to be no chance. In any
case, I do not know what the advan-
tage would be of answering this. How-
ever, the hon. Member's fears will be
allayed which can be allayed later or
his fears will be kept alive in which
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case the situation would remain un-
satisfactory till an amendment is
moved. It would be very much bet-

Mr. Deputy-Speaker; He says he
has moved an amendment but he has
not been allowed to speak.

Shri C. D. Deshmokh: Which am-
endment?

Mr. Deputy-Speaker: What is the
number of the amendment?

Shri C. R. Iyyunni: No. 512.

Mr. Deputy-Speaker: Yes, to clause
263. That has been moved.

Shri C. D. Deshmukh: Then I will
deal with it. I thought he wanted to
ask some gquestions without moving
an amendment.

Mr. Deputy-Speaker: He said he
had no chance to speak. The hon.

Shri C. D. Deshmukh: I am sorry 1
misunderstood.

I shall first deal with the observa-
tions made by Shri Sadhan Gupta.
He again raised the question of em-
ployees’ representation, and this time
in connection with representation on
the boards. Shri Asoka Mehta also
raised this issue and the latter said
that in one form or other this has
been before the Government for the
last so many years and, therefore,
he does not accept the excuse that
Government have not been able to
make up their mind. I can only
reply that in these 8 years—I think
it was the period he mentioned—many
other things have been done. It is
possible that many other issues which
require an answer and which have
been before Government have remain-
ed undecided. All I state is that this
is among the issues on which Gov-
ernment have yet to take a decision.
And, as the matter 13 before the Plan-
ning Commission, we hope that in a
short while we shall be able to take
a decision—in which case that deci-
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sion will undoubtedly be embodied
not only in this Bill but in many
other Acts. There may be dozens of
Acts in which consequential changes
would have to be made.

The other question which Shri
Gupta raised was the question of the
number of directorships. He said
there was no great logic in it and it
was not related to capital or any other
criterion. Judging from statistics
alone, and some of those statistics
have been quoted twice, we consider
that the Company Law Committee
has made a fair recommendation, a
recommendation which, obviously,
was the result of considerable discus-
sion and a compromise because, I
think, they say somewhere that they
attach great importance to this recom-
mendation. Therefore, the Joint Com-
mittee, regarding this as a very sub-
stantial reduction, were content to
adopt the figure which had been re-
commended by them. Some of the
statistics given, of course, may point
both ways, that is to say, 9 families
holding 600 directorships and so on.
It may not be a precise measure of
the scarcity of talent in this country.
But, it is a well-known fact that in
business and industry, traditionally,
certain sections of the community
have been engaged for generations
and that possibly is the explanation
both of the scarcity and of the large
number of directorships that are held
by individuals. What we have done
is to indicate the desirability of this
field being widened and if one were
to be very theoretical in this

Pandit K. C. Sharma: The business
community does not consist only of 9
families.

Shri C. D. Deshmukh: I said that a
particular kind of talemt......

Pandit K. C. Sharma:
come by birth.

It does not

Shri C. D. Deshmukh: Everybody is
a born MP. but everybody is not a
born businessman What I mean to
say is that everyone can be elected.
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Shri 8. 5. More: Is that not a slur
on MP.s?

Shri C. D. Deshmukh: It is a com~
pliment.

Mr. Deputy-Speaker:
preciation.

It is an ap-

Shri C. D. Deshmukh: It is a com-
pliment to the M.P.s that anyone who
has the necessary antecedents and
record of public service can be elec-
ted as a Member but you cannot
appoint anyone as a director or a
managing director of a company, be-
cause, as I said, certain communities.
have made their impression; it may
be that they were in possession of
wealth and so on, and it has been
aided by our chaturvernyam—brah-
mins, kshatriyas, vaisyas and sudras—
and so on and so forth. It is an ob-
vious reflection of that. Having re-
gard to the paucity of managerial
talent in this country, to which the
Company Law Committee have them-
selves referred,......

Mr. Deputy-Speaker: Are there
any qualifications legally set down for
appointment of a managing agent that
he must have a doctorate in business?

Shri C. D. Deshmuokh: We are
talking of directors now.

Mr. Deputy-Speaker: It is only a
choice of those persons who are there
at the time of promotion or otherwise.
Likewise, M.P.s are alsoin the hands
of those who choose—though no quali-
fications are set out in any Act. There-
fore, to refer to MP.s in this connec-
tion that they need not have any
qualifications and that businessmen
alone should have qualifications does
not seem to be proper. I would, there-

refer to M.P.s in any of their answers.
It is suggested as if a man is born.
with a businessman’s talent even from
his mother’s womb while an M.P. can
come from any other persons. I would
only urge upon the Minister to consi-
der that whosoever elects an M.P. does
not do so blindly. No qualifications
are set down statutorily for an M.P.,
neither are they set dewn statutorily
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for a managing agent that he should
have five heads and ten legs—nothing
-of the kind. Need the managing agent
be a B.A. or an M.Sc.? How can it be
-said that an MP. need have no quali-
fications but that a businessman
.should have qualifications? On se-
<ond consideration I feel that as far
as possible, no reference shall be
made to M.Ps. in any analogy asthat

will avoid any kind of misunder-
.standing. . ..

Shri C. D. Deshmukh: I am very
sorry, but what I meant was “not
specialised talent”.

Mr. Depuiy-Speaker: It need not

'be said that ho specialised talent is
necessary and that anybody can be-
-come an MP. I say likewise anybody
-can become a businessman. I can start
business tomorrow. I can learn it in
ten years and another man can learn
it in five years. Therefore, unless
‘there is a statutory obligation for an
M.P. not to possess any qualifications
.and for a managing agent to possess
a doctorate in business or some such
thing, I cannot understand this. Both
are born in the same way. There is
sui juris for a person before entering
into a contract that he must have at-
‘tained the age of eighteen years, but
‘here the age is twenty-five years.
"How can it be said that an M.P. need
not have any qualifications whereas
for the other man so many qualifica-
tions are needed? Will the company
law taboo an M.P.? I would rather
-say that both an M.P. and a business-
man stand on the same footing. On
the other hand, as hon, Members
know too well, an M.P. has to spend
some money. Therefore, this sort of
reference provokes an unnecessary
-controversy, and therefore let us
-avoid it. The hon. Minister is always
sweet in his reference, but occasion-
ally this one thing * ;i occurred. I
feel that no reference should be made
in any speeches on the floor of the
House, however much a person may
‘be provoked to say, that M.P.s do not
Tequire any qualifications.
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Shri C. D. Deshmuokh: I did not
refer to qualifications at all.

Shri 8. 8. More: He did.

Shri C. D, Deshmukh: My words
did not include the word “qualifica-
tions™. ...

Mr. Deputy-Speaker: Anybody can
become an MP.; anybody can be
elected an M.P.

Shri C. D. Deshmukh: But anybody
cannot be elected a director.

Shri 8. 8. More: Why not?

Shri C. D. Deshmukh: Because the
field is so much narrowed down.

Mr. Deputy-Speaker: 1 would urge
upon the hon. Minister not to refer
to MPs. All of us have come here
and we have ultimately to decide
who is to be in charge of it. We are
super-managing agents, so to speak.

Shri C. D. Deshmukh: I shall give
another analogy. Anybody can be
appointed an officer of Government
but anybody cannet be appointed a
director, because a person wants to
entrust his money to a man who has
dealt with money—and it is not a
thing in which a man can be trained
by going to business schools and so
on. I was trying to explain why it is
that nine families—maybe fifty or
hundred—are sharing five hundred
directorships. I was trying to explain
the historical phenomenon here.

Shri K, K. Basu; Does he know that
all of them have the necessary quali-
fications now?

Mr. Deputy-Speaker: 1 know the
case of an eminent lawyer whose son
is a dud. Does the hon. Minister sug-
gest that the son of a businessman is
an extraordinary businessman?

S8hri K. K. Basu: I can cite names
(interruptions).

Shri C. D. Deshmukh: That is a
matter of argument. So far as M.Ps
are concerned, I accept whatever you
say. I only want to give an analogy
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to illustrate my point and I am not
hurting anyone by saying that any-
one can go and become an officer of
Government, but when shareholders
appoint directors, they usually see for
someone who s actually doing
business and who has made a success
of it. You are quite right when you
said that anyone can start business,
but I am sure you would not say that
anyone would succeed in business.
There is only a limited number of for-
tunate people who have shown some
success in business that are generally
called upon, so to say, to become
directors. The choice is always right.

Pandit Thakur Das Bhargava: If
they are men of business and they
sare elected and everything is done,
why make it subject to the approval
of Government?

Shri C. D. Deshmukh: That is
another matter, which my friend is
bringing in support of his point. We
were content to give some indication
of our desire that this chance circle
ghould be widened. We really have
no logical case for saying that twenty
by itself determines everything.
Twenty companies may be very small
companies with a total capital of
Rs. 50,00,000 and three companies may
themselves absorb Rs. 30 crores. There
are men who are directors of a com-
pany with Rs. 30 crores—like the
Sindri one, a Government company.
‘Whether you add another nine or ten
companies to it or nineteen companies
to it and make up another
Rs. 1,00,00,000, it does not really seem
to me to make very much difference.
Nevertheless, in such matters it is
good to give an intention of one's
ideas, that is to say, a token of what
one would like to see, and if that by
itself does not prove to be a corrective
to people amassing directorships, why
should one proceed to the next stage
of elaboration? 'Therefore, I said
theoretically it may be that there is
a plausible case for limitation of
directorships on the size of the com-
pany or the share capital, but that
basis is likely to be misleading. More-
over, the time and effort needed to
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look after the affairs of small com-
panies may even be the same as the
time and attention such a director
might have to bestow on big com-
panies. For instance, the work invol-
ved for a director in the case of a
new company will be much greater
than in the case of a going concern.
The director’s responsibility will vary
with the number of other directors
on the board and of the quality of the
other colleagues on the board. It is
not possible, we feel, to enter into the
refinements in the statute and there
does not seem to be any virtue for us
to fix the number of directorships. It
only hinges on the share capital of
the company and that by itself is not
a complete solution.

Now I come to the problem of share
qualification to which also Shri Gupta
referred. He said that the share
qualification of a director should be
limited to shares of the value of
Rs. 500. 1 should like to point out
that there is no statutory requirement
about such qualifications. It is for the
articles of a company to lay down the
share qualification of a director if it
so0 desires. All that the Bill says is
that no article should provide for
the share qualifications exceeding
Rs. 5,000. It is perfectly open for a
company either to fix or not to fix
any share qualification for its direc-
tors. In this matter it is not easy to
say that the maximum of Rs, 5,000
should, therefore, be further statuto-
rily reduced since it is a matter with-
in the discretion of the company.

Shri Sadhan Gupta:
should be limited.

Discretion

Shri C. D. Deshmukh: That is a
minor point. If there is a danger that
a company might go beyond Rs. 5,000
in order to deny themselves the
pleasure of having directors it is their
look-out. If they felt that they ought
to regulate their affairs first by this
criterion of a man having Rs. 5,000 in
order to be able to buy a share I
should say that it is their concern
and one should not be unduly influen-
ced by that consideration. /
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Mr. Deputy-Speaker: They go on
modifying the articles from time to
time. Originally when the company
is small the share qualification may
be small but as it increases in im-
portance, they amend the articies
and then say that hereafter the direc-
tor, shall pay so much.

Shri C. D. Deshmukh: They could
do so. I think it is best to leave it
flexible as it is.

Then comes a very important ques-
tion. I now come to the observations
of Shri Asoka Mehta barring what
are already covered by my remarks
in connection with the previous spea-
kers. This is with respect to inter-
locking directorates. This is an aspect
of the old and big problem of inter-
locking finance, interlocking director-
ships and interlocking company finan-
ce. The provisions of the Bill, we felt,
relating to associates of managing
agents should go far to reduce the
incidence of such interlocking direc-
torates and the restrictions imposed
on the powers of directors will in our
view further reduce the evils arising
from such interlocking. Shri Asoka
Mehta referred to the evils of inter-
locking of directors on the banking
and the insurance companies on the
one hand and the joint stock com-
panies on the other. The problem of
concentration of economic power
which results from interlocking direc-
torates as between joint stock com-
panies and banks and insurance com-
panies has to be tackled administra-
tively and it seems to us that no
amount of legislation will be able to
remove this evil because of the wide-
spread practice of appointing nominees
as directors. We feel that now that
the new department for administra-
tion of Company Law has been creat-
ed it will be possible for this depart-
ment to watch the activities of com-
panies closely and the inter-connec-
tions with banks and insurance com-
panies through their common directo-
rates and to suggest remedial action
against demonstrable evils in comsul-
tation with the Reserve Bank of India
and the Department of Insurance.
These observations, I may add, apply
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to many other things. In many other
matters the House has felt that we
ought to go further in this master of
regulation. One difficulty that we
have is that we are not really sure
of possessing up-to-date facts. It is
true that from time to time evidence
has been tendered and recorded by
associations or by the expert commit-
tees. There are ad hoc enquiries made
and so on. I have conceded that, in
the past, administration of Company
Law has not been very active and
alert; indeed one would be justified
in saying that it has been dormant.

Now we hope to be able to change
all that. I hope we shall have a good

and in a few
have quite a
good mass of data which will be
more accurate, on which one could
proceed and formulate policies and
measures connected with the regula-
tion of companies.

For the present it is really a ques-
tion of forming one's judgment. Hon.

Members who take another view
say that the Joint Committee
or the Finance Minister do

not seem to have given atten-
tion to this or that matter. The
facts are that they have given atten-
tion to it. But all are not in posses-
sion of the same set of faets and a
large common body of facts is avail-
able to almost everybody who is de-
voting thought to this subject. Finally
what emerges is honest difference of
opinion—that is to say whether a par-
ticular sequence will follow or will
not follow or whether a particular
remedy will or will not be effective.
When one reaches that stage there is
really nothing more to be done except
to say that thig is the view to which
I have come and hon. Members
should have no sense of grievance
that other people do not see eye to
eye with them on every issue. The
only thing is that so far as Govern-
ment is concerned there is also a cer-
tain sense of executive responsibility
apart from legislative responsibility.
That is to say the executive will be
called upon by the same legislature



11951 Companies Bill

to say whether they have succeeded
in regulating it properly or whether
certain other aspects of the plan in
the industrial field have or have not
been fulfilled and therefore the exe-
«cutive is inclined to take a little more
<onservative view than at least some
Members of this House. That is ali
the difficulty in this matter. It is not
as if the advantages and the disad-
vantages are not seen. There is an
awareness that there is another side
to the guestion and it is only a ques-
tion of forming a judgment on the
material available. That particularly
applies to this vexed question of pro-
portional representation. We have a
representative—Financial Counsellor
—in our Embassy in the U.S.A. and 1
had some enquiries made as to how
this system was working in that coun-
1ry. 1 wanted to know in particular
roughly what percentage of the com-
panies operating there had this cumu-
lative voting and how they felt about
this method and how this method of
voting for the election of directors
has worked out in practice: whether
it has affected the smooth working of
the board of directors. These were
the aspects which troubled Members
on the opposite side. The answer
was—] am not reading the whole of
it: the cumulative wvoting method has
‘been adopted for sometime now in the
United States—not in all the States
but in some parts of it. It is not re-
cognised as common law and the
courts have generally held that it can
accept it as right only where statu-
tory prdvision has been made for its
use. 21 States, I think out of 49, in-
sisted on the provision for cumulative
voting. That is in 21 States, the re-
guirements of cumulative voting is
prescribed in the State Constitution.
17 States including New York, New
Jeresy and Delaware have enacted
legislation permitting companles to
provide cumulative voting if they so
desired.

Shri N. C. Chatterjee (Hooghly):
They are made optional.

- Shri C. D. Deshmuokh: Over ten
States have made no provision for
cumulative voting. It is, therefore,
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not correct to say that in the United
States all voting is cumulative voting.
There are large differences—in 13
States it is compulsory; in 17, option-

al and in 10 States there are no
provisions,
Mr, Deputy-Speaker: What about

9 others? 13 plus 17 plus 10 comes
to 40.

Shri C. D. Deshmunkh: We do not
know about those nine. There is pro-
vision in 21 States but 13 insist on
the provision that there should be
some provision; it may be optional
That s where the difference comes
in. 21 States insist on provision of
cumulative voting; in 13 of these the
requirement is prescribed in the
State Constitution as compulsory. 1T
States, as I said, have enacted per-
missive legislation and 10 others have
no provision. It is understood that
by and large the companies incorpo-
rated in the permissive States have
not elected to provide for cumulative
voting permitted in the Constitution.
They have not actluny in their laws

then the State goes on to eanct a
law and implement it. The majority
of the corporationg which have secu-
rities listed have no such provision
Apart from such legislation, the
Banking Act of 1833 requires provi-
sion for cumulative voting in all elec-
tions of directors of the country’s
5.000 national banks.

Mr, Deputy-Speaker: Does it apply
to all banks?

Shri C. D, Deshmunkh: It applies to
what they call “National Banks®.
There are also some Federal Banks.
I think they call *“national” in the
sense that it belongs to a State rather
than “national” in the sense of be-
longing to the whole country which
they call “federal”.

Mr. Deputy-Speaker: Why should”
it apply to banks as opposed to other
joint stock companies?

Shri C. D. Deshmukh: There iz a

general feeling that in public utility
companies and compenies in which
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[Shri C. D. Deshmukh]
the public have a more than ordinary
interest, cumulative voting is pre-
ferable. Banking ig a special kind of
industry.

Mr, Deputy-Speaker: That is why
there are not managing agents also.

Shri C. D. Deshmukh: There are
certain distinctions here also. Now,

an analysis of a few companies’ ex-
perience in contests of directorship

showed—I mean to say, in regard to .

question of disputes—that companies
with provision for cumulative voting
which are only 40 per cent of the
total, that is to say, companies with
provision for cumulative voting are
40 per cent of the total, and in
these companies 60 per cent of the
total contests were found In other
words, the number of compa=*es pro-
viding for cumulative votin,
smaller, 40 out of 100, but the com-
tests are 60 in these companieg and
40 in other companies, Therefore,
the idea that, if you have a cumula-
tive system of voting there is pro-
bably a greater chance of disputes,
which was put forward by Shri Tulsi-
das seems to be slightly borme out
by these figures.

Mr. Deputy-Speaker: Smaller the
constituency, the larger the possibi-
lity of interest,

Shri 8. 8. More: Can we not say
that because there is cumulative sys-
tem of voting people are encouraged
to offer themselves as candidates be-
cause there is some chance of success
and it is not an indication of larger
number of disputes?

Shri C. D. Deshmukh: Maybe. I
am not saying this way or that way.
These are contests; whether they are
good, wholesome or not I am not able
to say. 1 am only actually quoting
a report which I have received, I
thought that it might be of some jn-
terest to the House on this matter
because the House has taken a great
deal of interest in this.

Therefore, our conclusion is that
contests for directorship are more
frequent—which, as hon. Members
say, may be wholesome—among com-
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panies with provision for cumulative
voting. You might say: this is what
we expect, unless what the hon.
Member referred to was about the
disputes that go on inside the board
of directors after the directors have
been elected. So, in a sense it may
be said in favour of proportional
voting that larger number of people
take interest in voting and so it is
not so much of a packed body or a
parcel electorate.

Mr. Deputy-Speaker: Have we no
information regarding the manner in
which these are conducted inside the
board of directors?

Shri C. D, Deshmukh: No, Sir.

Now, I would like to say that the
three major States—I said that 1T
States which have permissive legis-
lation include New York. New
Jeresy, and Delaware—together ac-
count for 45 per cent of the total num-
ber of companies. These are very big
States.

Mr. Deputy-Speaker: That is onlyr
optional.

Shri C. D, Deshmukh: Yes,

Mr. Deputy-Speaker: How many
have exercised the option in favour
of cumulative voting?

Shri Morarka (Ganganagar-Jhun-
jhunu): Perhaps none, Sir.

Shri C. D. Deshmukh: 11 per cent.
We have made an investigation and
the investigation shows that out of
189 companies incorporated in per-
missive States—this was chosen at
random; this is a random sample
from among leading firms in a wide
variety of industries—only 21 com-
panies or 11 per cent have exercised
their right for cumulative voting.
Therefore, we draw the conclusion
that by and large the more import-
ant companies in the permisive
Btates have not seen it fit to provide
cumulative voting. There again, that
might strengthen the argument, of
those who are urging for this, that if
you leave i permissive then Yyou
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might as well not live on the hope
of this system arising in this country.

Shri K, K. Basu: Does it give any
indication that either there iz a ten-
dency for increase or going away
from this permissive system?

Shri C. D. Deshmukh: I have got
a static report. I have not got a re-
port of the trend. They must have
taken it at a particular period.

Mr, Deputy-Speaker: Have we
any information when this option
was given to the States?

Shri C, D. Deshmrukh: I am read-
ing this report more or less verbatim.
There is no further information in
thig letter which I have received.

Mr. Deputy-Speaker: If over a
number of years—say, 30 or 40 years
—more than 11 per cent have not
taken advantage of this......

Shri C. D. Deshmukh: I have not
got any information,

As regards how this method of
voting has worked in practice; that
is to say, whether it has effected
smooth working ef boards of direc-
tors, the letter says that the answer
can only be given after considerable
research on voting practices of wari-
ous companies, “Very often"—it
concedes—*the very presence of the
representatives of minority share-
holders on the board of directors acts
as a moderating influence on the
actions of the management on the
Board.” Of course, a point to that
effect was also made here. Even the
mere threat arisimg from the process
of voting which confers the right on
minority shareholders to elect repre-
sentatives has a similar effect, But,
it is understood that in actual prac-
tice the day to doy management of
the affairs of the company, which in-
cvitably rests in the hands of the no-
minees of majority shareholders, re-
mains largely unaffected.

Shri Morarka: Hear, hear.
Shri C. D. Deshmukh: [ thought

that was an argument against the
hon. Member,
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Shri Morarka: Smooth working:
cannot be affected. The point iz that
the management would rest with the-
majority.

Shri C. D. Deshmuokh: There is no-
such word as “smooth”. It only says:
“the management which rests in the-
hands of the nominees of majority
shareholders”—it does not say whe-
ther it is smooth or whether it is not.
smooth.

Generally speaking, the studies-
made confirm that majority stock--
holders in the closely held corpora--
tion and the management and board.
of the widely owned corporations
occupy an extremely strong position
in relation to minority stock-holders..
That, I think is what one might ex- .
pect, No system of cumulative vot-
ing or proportional representation is
going to turn a majority into a mino-
rity. All that it will do is, as you
have pointed out, to prevent it from
swamping every other form of opinion..
It says that cumulative voting has
not in practice led to a weakening of
the position of the management or
the majority to a great extent. This
is the report that we have received
and, therefore, in theory I have not
very much to say against it because
it all depends on what the chances.
are.

I should like to point out—what I
said in my intercession a little while
ago—that what I fear is that instead
of being a method by which the:
minorities which are only transient
in their nature are represented, it
might be a means by which small
power groups will make sure that.
they get two or three directors on

not be ruled out

Mr. Deputy-Speaker: Has any
such difficulty arisen in the case of
insurance companies where
first time from 1938, 25 per
not less than 2 directors were of the
policy-holders? I do not think any
such rupture or difficulty =
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Shri C. D. Deshmukh: That is a
fixed number, One can understand
‘minorities like policy-holders, deben-
ture-holders, labour and the like, If
they come in that is a different mat-
ter. In their cases there is a fixed
percentage for minority, The point I
was making was slightly differen
‘Supposing we abolish the managing
agent and yet the same person who
wants to have some control wants to
make sure that his 25 per cent comes
in, it may be that certain other
‘groups may join together and exclude
him. But, in a system of proportio-
nal representation he is bound to
come in. Therefore, he is a minority
in one sense and yet he is a powerful
person. He is not the kind of person
-whom we try to protect. Our idea is
that an ordinary shareholder who
-wishes to send somebody up should
have some chance, Instead of that
this system could very well be used
by small power groups in order to
enter upon a warfare for capturing
power in a company, That danger
cannot entirely be ruled out. Also,
it is a fact that this system does not
wbtain either in the United Kingdom
or, as far as I know, in most other
.countries in Western Europe. Now, it
is clear that—I have got the letter
from the Bombay Shareholders’ As-
sociation dated 20th August, 1955,—
the Bombay Shareholders’ Associa-
tion  have communicated their
firm opinion that this system should
‘be introduced. 1 also received a tele-
gram from the Bombay Stock Ex-
change that they favoured this. We
therefore think that since we are
making a beginning we might see
what advantages there are. After
all, if a system has merits, then it
should appeal to some people or the
other. If it appeals to shareholders
those who are anxious to secure the
franchise of shareholders might be
expected to have an arrangement by
which shareholders will have some
confidence in companies. I do not
think we shall lose very much by
leaving the matter there.

Mr. Deputy-Speaker: Is there any
possibility of the Government inter-
fering, where a large .number of
shareholders come in, and only be-
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cause a few of them have got
enormous shares, they refuse to allow
this?

Shri C. D. Deshmukh: Not merely
on the character of representation
but arising out of the exercise of that
power. If that power is misused,
certainly then there are various sec-
tions, oppression of the minorities, a
number of shareholders getting to-
gether, asking us to appoint Goverm-
ment directors, and so on and so
forth,

Mr. Deputy-Speaker: Then, does
the hon. Minister feel that this pro-
portienal representation also can be
one of the things which would be
taken into consideration if, in spite of
a legitimate demand as against the
two people who want to corner and
get direct advantage I or well,
Government can interfere, as in some
cases Government cem interfere, when
they find that the management is not
right? Would they also take into
account the demand of a large num-
ber of people, where it is legitimate,
that proportional representation ought
to be allowed there?

ghri C. D, Deshmukh: 1 should
imagine that it will be one of the
criteria by which we shall consider
whether two Gover t direct
should be appointed or not. Obviously
it will be a case where minority inte-
rests have been ignored by a certain
company. If, on investigation, we
find that that is so, then the power
is given to us to appoint the two
directors.

Bhri N. C. Chatterjee: Wil you
kindly look to clause 407 where power
is given to the Central Government
to prevent oppression or mismanage-
ment? It occurs at page 205 of the
Bill, and reads thus:

“Notwithstanding anything con-
tained in this Act, the Central
Government may appoint not
more than two persons, being
members of the company, to hold
office as directors thereof for such
period not exceeding three wears
as it may think fit, if the Cemtral
Government, on the application of
members of the company holding
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not less than onetenth of the
total voting power therein, is
satisfled that it is necessary to
make the appointment er appoint-
ments in order to prevent the
affairs of the company being con-
ducted either in a manner which
is oppressive to any members of
the company or in a manner
which is prejudicial to the inte-
rests of the company”,

Would the Government be pleased
to take into consideration, in the
absence of proportional representa-
tion, the effect of this provision, Iif,
with  proportional representation,
they had exercised this power?

Mr. Depuiy-Speaker: [ will go a
step further. Is it open to the Gov-
ernment to appoint two directors who
need not necessarily be shareholders?
Is there any such restriction that they
should be shareholders?

Shri N. C. Chatterjee: They will be
shareholders? Kindly see the phrase.
“members of the company”.

Mr, Deputy-Speaker; Would you
have an alternative? Instead of
nominating two persons of course
they will be appointed only when the
Government are satisfled that there is
oppression of the minority—by what-
ever name they are called—they may
appoint other shareholders, if the
other conditions are satisfled. Would
it not be allowed as an alternative
method? In such a case, the other
two persons may be appointed or
nominated by Government or the
principle of proportional representa-
tion may be applied compulsorily to
them at that stage.

Shri C. D Pande (Naini Ta! Distt,
cum Almora Distt. South-West-cum-
Bareilly Distt—North): The Govern-
ment should also be satisfled that
those who are taken into the Board
of Directors should not have the only
view of harassment and blackmail.

Shri C. D. Deshmukh: I have to
submit with respect that there is a
great deal in the suggestion that you
have made and we should devote

276 L.S.D.
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some thought to it when we come to
clause 407, That seems to furnish a
way out, that is to say, it widens the
scope of this a little bit, and if we
find that the permissive provision
has not been taken  advantage
of, then if it is a proper case, We
might say, “All right; you have failed
to do so, when you were left free tu
choose your representatives in a cer-
tain way. Now, we do not think that
appointing two directors will be a
satisfactory remedy, because the cir-
cumstances which have led to this are
likely to be more permanent than
three years, and we may have to
renew the sanction. Therefore, we
think we should try this method of
proportional representation in your
case”,

Shri K, K Basu:: Now, the provi-
sion is that the company has
to accept it by a restolu‘..lon.
Is it your suggestion that even
if the company does not amend the
articles, Government can enforce it?
1 visualise this: supposing the pro-
moters have a 26 per cent share.
Then there is no provision. Ultimatelv
even if the shareholders agree that
there should be a proportional rep-
resentation, they cannot amend the
agticle if that 26 per cent cannot be
covered by this resolution.

Shri C. D. Deshmukh: That will be
a part of clause 407, how it should
work and all that. Obviously you
would not just leave it to (Fovernment
to be guided by the articles
when there would be something
imposed on the article All I
can say is, this seems to be a good
way out, because I have mnot two
minds about this, If 1 was sure that
in the 30,000 companies, by making
this change, nothing whatsoever will
happen, then I can say, “All right
you go ahead with proportional rep-
resentation”. I cannot dismiss airily
the experience of some businessmen
I cannot say that every time they are
interested. There are men opposite
who have spent their lives in business
and they say that according to their
experience it would lead to a lot of
disputes, On the other hand there: i
equally a petent busi an
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although somewhat younger in age,
on this side and he claims that this
will not read to any embarrass-
ment. There are both these views
and I am inclined to, respect
both these views. My diffidence
in announcing a kind of decision
seems to rest, at the moment,
only on myself, a decision that we
will do something which will affect
30,000 companies immediately on the
commencement of the Act. It is only
this humility, if I may say sa, which
prevents me saying, “Yes, we sha!l go
ahead with this”. 1 say that the
power is there. It is nothing irrevoc-
able that is being done, This matter
has been discussed now very fully.
We know the pros and cons. I have
promised .to consider what the actual
experience is with the help of much
more elaborate staff than the Com-
pany Law Administration had in the
past, and I think the House should be
content to let us examine and investi-
gate this thing a little bit and immedi-
ately to consider clause 407—to see
whether it could be imprxed in any
way—so that we can strengthen the
provision of the law. N

Mr. Dcoputy-Speuker: The heh,
M:nister wanls to get the experience,
and therefore an option is givem. I
am only suggesting a method of en-
forcing the option in very hard cases.
Hon. Members will, I think, consider
the matter when we come to clause
407,

Shri S. 8. More: 1 wanted to sug-
gest that the proper place for having
some power with Government, for the
purpose of enforcing such a clause, %o
avoid any abuse of power, will be
somewhere near clause 264,

Mr. Deputy-Speaker: The hon,
Member is making it difficult for the
hon. Minister to consider it.

Shri C. D, Deshmukh: That als>
applies to the private limited com-
panies. The arguments which were
advanced by C. C. Shah cut both ways.
He said that we should introduce this
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in private limited companies because
they seem to have a kind of unlimited
freedom so far as those directors are
concerned. There is no age-limit.
They can impose special qualifications
and all kinds of things, I feel that in
this state of anarchy, it is hardly
worthwhile  introducing this one
element of cumulative voting. It is
not going to improve  matters
very much. If you de want
improve matters, then you should
consider all the other clauses also, and
if you decide to leave these affai~s of
private limited companies unlimjted,
but private then, in that case it might
not be worth-while only to introduce
this. That is what prevents me from
accepting the amendment No, 550,

Shri C. C. Shah: Yes; we shall have
to revise our whole attitude towards
private companies. .

Shri C. D. Deshmukh: It is part of a
whole philosophy. As the Company
Law Committee pointed out, you may
do this and that, and yet i*t is a kind
of integrated whole; the system of
regulation of companies is based on a
certain  philosophy. That philoso-
phy seems to me that you would
have the minimum mnecessary regu-
lation, in order that the share-
holders may gradually be trained to
look after their own affairs. Where
experience proves that they are going
wrong we will interpose the law there
to protect them from the ronsequences
of their own folly. That is the kind of
answer that I would give to Shri
Morarka regarding another point. He
asked indignantly, “why sbould we
interfere with the approval of a
managing agent by people who know
very well what their interests =aud
whose money is at stake?” My answer
is that our experience has been that
this power also has been abused to the
prejudice of the shareholders. I
received the other day a letter from a
person who calls himself the manag-
ing director of a private limited com-
pany. He drew my attention to
various evils in the course of which
he says: “At present, the Registror is
only a dummy......"—he ig referring
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to the present system—"....and he is
unable to do anything. Majority of
shareholders, in a private limited
company  appoint schoolboys as
managing directors, who draw a mini-
mum remuneration of Rs. 1,500 a
month, plus motor car and all ex-
penses from newspaper to funeral.”
This is how they cheat the min-rity
shareholders, and this complaint comes
from the managing director of a com-
pany.

Pandit Thakur Das Bhargava: Is
this section applicable to private com-
panies also?

Shri C. D. Deshmukh: So far as
shareholders are concerned, the po'nt
was whether we should interfere with
the freedom of the people, the inves-
tors of money, to appoint a managing
director. Whether it is a private
limited company or public limited
company, I should say that the danger
is so much greater, because the coatrol
Is much more remote from the share-
holder to the affairg of the company.
There is also the damnger nf an un-
worthy person being appointed as
managing director. I have kniwn
people appointing their sans-in-law
and various other people 1s managing
directors. We only want to screen
these abuses which exist; we do not
want to arrogate to ourselves the
responsibility for finding out a manag-
ing director; in other’ words, we are
not turning ourselves into a Federul
Public Service Commission for lim’ted
companies. The object itself is a
very limited one and it appealed to
the House in 1951; and since there is
no evidence that abuses of this kind
will not recur in future, we thought it
was a wise measure to make these
temporary provisions permanent,

I now come to a small lscuna in
clause 260. I think there is a great
deal of force in the contention of
Messrs, Nathwani and Morarka as
well as Mr. Tripathi, so far as amend-
ment No. 420 is concerned. Therefore,
I am accepting in principle amend-
ments Nos. 420 and 421, )
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Shri K. K, Basu: Are you accepting
amendment No, 4207

Shri C. D. Deshmukh: Yes, I am
accepting Shri Tripathi's amendment,
Have [ made any mistake in some-
thing?

Shri M. C, Shah: It is correct. Shri
Tripathi's amendment is No, 420,

Mr. Deputy-Speaker: I have not yet
put it to the vote of the House; thers
need not be any fear.

Shri C. D, Deshmukh: I accept Shri
Kamakhya Prasad Tripathi's amend-
ment and not Shri Kamal Kumar
Basu's amendment. I am suggesting
that instead of the present clause 260
(1)(f), we may substitute the follow-
ing: “any associate or employee of the
managing agent; or”

I am handing this over to the Secre-
tary.

\As regards removsal of directors, I

really cannot appreciate the argument
of Shri Morarka about clause 283,
namely, that directors should be re-
moved only by a special resolution.
You will see, Sir, that directors are
appointed by an ordinary resolution
and logically they should also be
removable by an ordinary resolution.
This is the provision in the Englsh
Companies Act and also the re:wm-
mendation of the Company Law Cnm-
mittee. I fear I do not appreciate the
apprehensions of Shri Morarka that
there should be a provision for a
special resolution.

I now come to clause 273.

Shri Morarka: Before the hon.
Minlster proceeds to the mext clause,
may I request that at least the direc-
tors appointed by the Government
under clause 407 may ngt be remov-
able under this clause 283.

Shri C. D. Deshmukh: There is no
amendment moved by the hon. Mem-
ber to that effect.

Coming to clause 273 whirh deals
with the disqualification of directors,
Shri Trivedi suggested that there
should be no disqualification of a
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[Shri C. D. Deshmukh)

person merely because he was convict-
ed in a court of law of an offence and
sentenced to imprisonment for not less
than six months, unless he was con-
victed of an offence involving moral
turpitude. We considered this point
in the joint Committee at some length
and we were unable to agree to a
precise definition of moral turpitude.
For instance, a question was asked if
contravention of the prohibition law
involved moral turpitude or not. It
was felt that the true criterion for the
disqualification of a director should be
the period of the sentence. I would
point out in this connection that there
is no absolute disqualification imposed
by a conviction in a court of law, All
that clause 273 says ig that the dis-
qualification should extend up to &
period of five years. Further, the Cen-
tral Government has the power to
remove the disqualification incurred
by a person by virtue of sub-clause (d)
either generally or in relation to an¥
company or companjes specified in the
notification. This power was confer-
red upon the Central Government so
that they could examine the nature
of the offence and give relief in cases
of genuine hardship. Shri Trivedi
also ralsed the question of age limit.

Mr. Deputy-Speaker: I may tell the
Finance Minister that those lawyers
who were convicted for a year or a
year and a half were struck off the
rolls. That was on the ground that
they were guilty of moral turpitude,
There it is defined. They were sfruck
off the rolls because they were con-
victed of offences involving moral tur-
pitude.

Shri C. D. Deshmukh: Was it for

political offences?
Mr. Deputy-Speaker: Yes.

Shri C, D. Deshmukh: That defini-
tion would not be of much good to us.
It was a specific definition for a speci-
fic purpose.

Shri U, M. Trivedi: I want to point
out tp the hon. Finance Minister that
in clause 266 (1) (c¢) the words “moral
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turpitude” are used. If there will be
no difficulty regarding the definition
there, there should be no diffculty in
using the similar language here, It
occurs in clause 385 also.

Mr. Deputy-Speaker: Here it is.
Clause 266(1)(c) reads:

“js, or has at any time been,
convicted by a Court in India of
an offence involving moral turpi-
tude.”

Shri C. D. Deshmukh: Then, we will
look over thig again,

The Minister of Legal Affairs (Shri
Pataskar): May I explain the Joint
Committee’s point? The Joint
Committee has found a way out of
this. Instead of using the words
“moral turpitude” which cannot be
clearly defined, they have given the
power to the Central Government that
in any particular case they may
remove the disqualification.

2 rm.

Mr. Deputy-Speaker: The only small
point here is, if it can be defined in
an earlier clause, it should be equally
definable here also. Therefore, in
clause 273 also, moral turpitude and
reserve power for Government in
proper cases top remove may be there
The hon., Minister may consider it.

Shri C. D. Degshmukh: Tt should be
possible, It does seem that if a per-
son knocks down somebody or.exceeds
the speed limit, he should be disquali-
fled for 5 years from being a director.
I am content if it stands over now,

Mr. Deputy-Speaker: Clause 273 will
stand over. '

Shri C. D. Deshmukh: As regards
age limit, we feel that the provisions
of the Bill are sufficlently elastic and
do not need a change. If a company
wants to appoint & person beyond 85
to be a director, there is nothing to
prevent it from doing so, provided it
passes a resolution to this effect. Then,
there was the question of corporate
directors. Shri Tulsidas referred to
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clause 252 and said that it should be
s amended as to provide for the
appointment of corporate directors.
No demand for corporate directors has
been voiced from any other quarter
and I really cannot see sufficient justi-
fication for differing from the well
considered views of the Company Law
Committee on this subject.

Then, there was the question of
retention of clauses 258, 267 and 268.
The question was referred to by
Fandit Thakur Das Bhargava also, 1
fhave already answered that. They
seem to be under the impression that
these clauses should be applicable only
to managing agents and not to direc-
tors. As the House is aware, these
restrictions are imposed by the Indian
Companies (Amendment) Act of 1951
and our experience has shown the
practical usefulness of these provi-
sions. As I said, there is mo guarantee
ihat -these abuses will not recur and
therefore, we do not wish to deprive
ourselves of this remedy. We do not
think that any hardship will result
from the operation of these clauses
because their existence itself has pre-
vented many a malpractice from
taking place. I think that is a very
valuable safeguard.

Shri Tulsidas;: The only point on
which I would like to have an expla-
nation is this. Clause 258 (b) says:

“in the case of a company which
came or may come into existence
after that date, an increase which
is within the permissible maxi-
mum under its memorandum and
articles as first registered,”

You are increasing within the per-
missible number., Even then you
want to go to the Government? If a
comnpany has got in the articles 8
directors permissible and they have
appwinted only 5, if they want 1o
increase it further, within the per-
mussible limit, they have to go to the
Government.

Shri C, D. Deshmukh: That is so.
According to the theory of numbers,
¥ou can have any number as permis-
sible number.
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Shri Tulsidas: The point is this, The
report of the Joint Committee says
that these clauses are required because
of the managing agency system. That
is the report of the Joint Committea.
Therefore I say, why not exclude these
zlauses?

"8bri C. D. Deshmukh: That is
snother point, The point now is, if
the articles put a limit, why do you
object. I say, the articles could be
changed or new companies might start
with the number as 200 directors so
that they should never have to ge lo
the Government fér approval. There-
fore, 1 think it is necessary to have
them.

There is one other small point;
otherwise, Shri Iyyunni will be angry.
This is in regard to amendment Na.
512 with regard to clause 263. This
clause deals with first directors and
directors appointed by the managing
agents. So far as elected directors are

* concerned, before their re-election to
the board, their consent to such a re-
election is invariably first obtained. It
is usual for companies when conven-
ing a general meeting to state in the
notice to the members that so and so is
due to retire by rotation and does or
does not offer himself for re-election.
Therefore, we think that this amend-
ment is not necessary.

Shri E K. Basu: I moved an amend-
ment, No. 763 to clause 266. The
slause relates to disqualifications of
managing directors. It is said here;
that an undischarged insolvent or a
person who suspends or hag suspended
nayment to his creditors, or makes, ar
kus at any time made a composition
with them or has been comvicted by a
court in India of an offence involving
moral turpitude, cannot be appointed
a managing director. You have com-
pletely left out the private companies
from the operation of this clause. We
do not understand why this clause
should be excluded in respect of pri-
vate companies.

Shri C. C. Shah: I have also pointed
it aut,
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Mr, Deputy-Speaker: The objection
seems to be that the disqualifications
are of such a radical nature that
private companies need not be dis-
tinguished from public companies.

. 8hri C. D. Deshmukh: The amend-
ment is to omit thig sub-clause 2.

Shri K. K. Basu: This must be made
applicable to private companies,

Mr. Deputy-Speaker: If he is con-
victed or if he has become insolvent or
suspends payment, these are of such
a general nature and he ought not to
be entrusted with funds whether
belonging to a private company cr
public company.

8hri K. K. Basu: These private com-
panies are managing agents of other
ccmpanjes, They are much more
important in the economic life of our
country. How can we accept this
position?

Mr. Depuiy-Speaker: This reems to

have been added by the Joint Com-
mittee. It is underlined.

Pandit Thakur Das Bhargava: They
skould apply to both or to none.

Wr. Deputy-Speaker: We are not on
the general question now. There is
only a small point here. The dis-
Gualifications are of & serious nature.
The hon. Mimister is not responsible
for this; the Joint Committee has
added this. Why should the Joint
Comumittee have taken this decision?

- Shri K. K. Basa: It might possibly
be at a depleted meeting where there
were only 7 members.

Sbri C. D. Deshmukbh: This is not
the only instance where we have left
the private limited companies to their
OWn resources.

Mr. Deputy-Speaker: What is urged
upon the hon. Minister is, possibly a
difference may be made with regard to
age qualification. It i3 a small concern,
it does not affect a large body. There-
fore, even if a person over 65 is ap~
pointed let not the provision he made
applicable, There are certain other pro-
visions more innocuous than tkis. But,
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the man is guilty of moral turpitude.
He cannot deal with any money.

Shri C. D, Deshmukh: I should say
I would accept this, because after all,
many other things besides the interests
of the shareholders, are determined by
the management of a private limited
company. A private limited company
may be the managing agent of some
other companies. Especially when our
attention is drawn to this, there is no
public purpose served by my saying
that this should remain. Therefore, I
acrept the amendment.

Mr. Depuiy-Speaker: The commu-
nists are not excluded.

Shri- Sadhan Gupta: I had moved an
amendment for barring tax evaders
from acting as directors: that is, those

who have been guilty of evading
taxes.

Shri C. D. Deshmukh: The hon
Metaber would not accept the answer
that we gave. Tax evasion is not on a
par with the commission of an offence.
Indeed it is a social offence. But, the
words of the amendment, I think, are,
found guilty by a court or tribunal. It
you see the defunct—] think it 1is
defunct — ‘Income-tax Investigation
Act, it never calls itself a court It is
a Commission. Neither is the word
‘guilty’ ever used as far as my memory
goes. About 75 or B0 per cent. of the
cases were settled cases, that is by
ccmpromise, In other words, the
Commission went into the affairs of a
company and said: don't you think a
mistake has been made here in giving
s0 much cloth out of so much yarn
and the company has been graclous
enough to admit, yes, probably it has
been made and therefore I agree.
Therefore, I do not think it comes in
that class, and that is the reason
why......

Shri K. K. Basu: Does he mean to
say that tax evasion is legally allowed
in our country?

Shri C. D. Deshmukh: It is not an
offence in the sense that a person s
found guilty of it. The words of the
amendment do not apply to anything
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that exists in fact. I am the last
person to justify tax evasion, but I do
ot say that it is an offence of which a
person is found guilty.

Shri H. N. Mukerjee (Calcutta
North-East): The Finance Minister
seems to agree that, substantially
speaking, since tax evasion is a social
offence it should not be countenanced.
Perhaps in that case, some deficiency
in the drafting’ of the amendment

might be rectified. If he is prepared-

therefore to accept the amendment
substantially, in that case perhaps
some kind of via media can be
devised. .

Sbri C. D. Deshmukh: No, Sir, I am
not prepared to accept it,

Mr. Deputy-Speaker: Hon. Members
will consider that it js not an easy
thing. Twice, three times penalty, any
#smount of penalty can be imposed and
recovered.

Now, I will put the clauseg to the
vote of the House, Hon. Memberg will
kindly say if they want me to put any
particular amendment to the vote of
the House, and I shall do so, Other-
wise, I shall proceed with the respec-
tive clauses,

First, I am taking Clauses 251 1o
254, both Inclusive. No one has stood
up. The dments ned, I
take it, are not pressed.

The question is:

“That clauses 251 to 254 stand
part of the Bill",

The motion was adopted.

Clauses 251 to 254 were added to
the Bill.

Mr. Deputy-Speaker: The question
is:

Page 135—
after line 31 insert:

4945 A. Election of Directors by
Employees—(1) The employees
of a company who are workmen
within the meaning of the Indus-
trisl Disputes Act (XIV) of 1947,
shall elect by secret ballots from
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amongst themselves, one director
or a number of directors equal to
cne-fourth of the total number of
directors, whichever number is
Ereater.

(2) A director elected under
sub-section (1) shall hold office—

(a) if elected before the statutory
meeting from the date of such
meeting to the day previous
to the date on which the
annual general meeting is
held; and

(b

—

it elected before any armual
general meeting, from the date
on which such annual general
meeting is held till the day
previous to the date on which
the npext annual general
meeting is held.

(3) The said employees shall at
any time be entitled to elect such
number of directors as may be
necessary to make the number of
such directors equal to the fourth
of the total number of directors,
and shall elect such directors
when additional directors are
appointed under Section 25§™.

The motion was negatived.

Mr. Deputy-Speaker: To clauses 33!
to 259, are any d
None.

The question Is:

“That clauses 255 'to 259 =tarfd
part of the Bill”.

pr

The motion was adopted.

Clauses 225 to 259 were added to
the Bill.

Mr, Deputy-Speaker: There is an
emendment to clause 260, as amend-
ment No, 421. That is what was said.

Mr. C. D. Deshmukh: J have given
a combined amendment in respect of
420 and 421,

Shri N. P. Nathwani: 1 wanted to
say something about clauses 260.
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Mr. Depuiy-Speaker: The hon. Mem-
ber has missed the bus. There ar2
many amendments by hon. Members
1 will close the whole chapter. 1 can-
not zliow any hon, Member to spea’t
now.

Shri N. P. Nathwani: Most probably
1 think the hon. Finance Minister will
agree,

Mr. Depuiy-Speaker: He may agree,
e nay not agree. I am not going to
agree. There is a stage when the
Chair alsp must agree. Now, the whole
thirg is over. Even now if he has no
objection I will put it to the House. It
is open to him to say. The voices will
be counted.

Shri C. D. Deshmukh’s new amend-
ment is:

Page 136—

for lines 6 and 7, substitute:

“(f) any associate or employee
of the managing agent; or”

then, sub-clause (g) must go. I
undeistand from this note:

“The above may be substituted
for clause (f). It combines
vlauses (f) and (g) as given
potice of by Shri Tripathi and
others.”

Skri Pataskar: No, no, It is a new
amendment, but it carries out the
effect of amendments Nos. 420 and
421.

Mr. Deputy-Speaker: But, is sub-
clause (g) to stand or not?

Shri Pataskar: Let it be moved as
an independent amendment.

Mr. Deputy-Speaker: Which one?
shri Pataskar: The new amendment.

Shri C, D. Deshmukh: The question
asked is whether you want sub-clause
(g)-

‘Mr. Deputy-Speaker: Because I find
here......
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Shri C. D, Deshmukh:

In Page 138—
for lines 6 and 7, substitute:

"ft) any associate or employee
of the managing agent; or”

WMr. Deputy-Speaker: That I have
done. But in the note that is handed
over to me I find: “The above may be
substituted for sub-clause (f), Tt
combines (f) and (g) as given nofice
of by Shri Tripathi and others, and by
Shri Nathwani and Shri Morarka.”™
That (g) refers to his amendment, is
it not, in the clause?

Shri Pataskar: No, no. 420 is
another amendment and the effect of
both of them is the same. The original
clause will stand as it is with this
amenément.

Mr. Deputy-Speaker: Then 1 will
put it to the vote of the House. The
numper of this new amendment L&
892, .

The question is:

Page 138—

for lines 6 and 7, substitute:

“(f) any associate or employee
of the managing agent; or"

The was Arertod

Mr. Deputy-Speaker: Are there ary
other amendments?

8hri C. C. Shah: 419,

Mr. Deputy-Speaker: Notice was not
given.

8h- N. P. Nathwani: It is not giver
1n the Consolidated List, but we have
tabled that amendment, and I under-
stand the hon. Finance Minister......

Mr_ Deputy-Speaker: I will look inte
that.

Shri C. C. Shah: It reads:

Page 137, line 30—

after “the articles” insert

“or by an agreement"”.

Because managing agents may be

authorised to nominate two directors

either by the articles or by the agree-
ment.
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. Bhri C. D, Pande: “Agreement” ix
vague. It may contain a loophole.

Shri C. C. Shah: There-are manag-

ing agency agreements which are well-
known, and it is only the agreement
which gives the right to appoint direc-
tors. Shri Tulsidag also agrees,

Shri Tulsidas: | agree.
Shri Gadgil: Once in a wav they
agree.

Mr, Deputy-Speaker: The question
is:

Page 137, line 30—

after “the articles” insert “or by an
agreement”,

The motion was adopted.

Mr. Deputy-Speaker: These are the
enly iwo amendments., The others are
not pressed.

The question is:

“That clause 260, as amended,
stand part of the Bill”,

The motion was adopted.

Clause 260, as amended, was added
to the Bill.

Mr. Deputy-Speaker: The question
is:

“The clauses 261 and 262 stand
part of the Bill".

Tkemﬁmwuadopte.d.

Clauses 261 and 262 were added to
the Bill.

Mr. Deputy-Speaker: Now, I come 10
clause 263, There is amendment No.
512 by Shri C. R. Iyyunni, Does the
hon. Member want to press it? I think
the hon. Member's point has bee:
answered. Before renewal takes place,
they usually send a notice informing
the people concerned that such and
such ¢ gentleman is willing to stand,
What is the good of wasting a vote
over a gentleman who is not willing
to stand? Some people may get dis-
gusted and retire in favour of other
hon. Members,

Shri C. R. Iyyumnl: As a matter of
fact, such a thing does not happen.
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Mr. Deputy-Speaker: The world is
much bigger,

Shri C. RB. Iyyunni: For instance,
somebody may say he is not willing to
stand. For instance, # Member of Par-
liament may say that he does not want

- te stand. But such a thing never

happens either in a bank or in a co-
operative society.

Mr. Deputy-Speaker; Unfortunately,
the world is much bigger tha:, 01r small
experience, There are a number of
cases where that also occurs. Anyhow,
I leave it to the hon. Member. I am
not the judge here. Does the hon.
Member want me to put amendment
No. 512 to vote?

Shri C. R. Iyyunni: [ am nct pressing
amendment No. 512. I am pressing

only amendment No. 513 to clause
264,

Mr. Deputy-Speaker:; Then, I shall
put clause 263 1o vole.

The question is:

“That clause 263 stand part of
the Bill’

The motion was adopted.
Clause 263 was added to the Bill,
Mr. Deputy-Speaker: The question

is:

Page 139—
for clause 264, substitute:

“264." Notwithstanding anything
contained in this Act or the arti-
cles of association, a company
may, in a general meeting, appoint
directors according to the princi-
ple of proportional representation,
whether by the single transferable
vote or by a system of cumulative
voting or otherwise;

Provided that a resolution to
that effect, a notice of which, has
been given to the company before
21 days of the meeting, is passed

the general meeting by a
majority of votes in person or
proxy”.

The motion was negatived.
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Shri K. K Basu: We want amend-
ment No. 227 also to be put to vote.

Mr. Deputy-Speaker: Is that amend-
ment in the name of the hon. Member,
Shri K. K, Basu?

Shri K. K. Basu: No. It is in the
name of Shri N. P. Nathwani,

Mr. Deputy-Speaker: Does the hon.
Member, Shri N. P. Nathwani, want
to press it?

Shri N, P. Nathwani: I am not press-
ing that amendment,

Shri E. K. Basu: We shall not give
leave to withdraw that amendment.

Mr. Deputy-Speaker: Has the hon.
Member, Shri N. P. Nathwani, leave of
the House to withdraw his amendment
No. 2277

Some Hon, Members: No.

Mr. Deputy-Speaker: Thm. I shall
have to put it to vote,

The question is:

Page 139—

(i) line 20—

Omit “Option to”
(ii) line 22—
for “may” substitute *shall”.

Those in favour will say ‘Aye’.

Some Hon, Members: Aye.

Mr. Deputy-Speaker: Those against
will say ‘No'.

Sume Hon. Members: No

Mr. Deputy-Speaker: The ‘Noes’

Shri K. K. Basu: The ‘Ayes’ have it.

Mr. Deputy-Speaker: Hon. Members
who are in favour may kirdly stand
in their seats.

Shri K. K Basu: It is only 2-25 P M.
now. You cannot put it to vote now.

Mr Deputy-Speaker: Does the horn.
Member seriously contend that just
one voice will be equal to that of the
Test?
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Shri K. K. Basu: We are going te
divige on this issue. So, let ths be
put off. i,

Mr, Depuiy-Speaker: Even then, I
need not call a division. It is always
open to me to call or not to call a
division. Anyhow, I will postpone the
voting on amendment No. 227 until
2-30 P M., as alsop the voting on clause
264.

Mr. Deputy-Speaker: I now come
to clause 265. There is one amend-
ment to this clause. ] take it that it
is not pressed.

The question is:

“That clause 265 stand of
the Bill", part

The motion was adopted.
Clause 265* was added to the Bill.
Mr. Deputy-Speaker The question
is:

Page 140, line 37--

for “managing director” substitute
“managing or whole-time director”,

The motion was adopted.

Shri C. D. Deshmukh: There is
another amendment to this
namely amendment No. 763 by Shn
K. K. Basu,

h.llr. Deputy-Speaker: The question

Page 140—
omit lines 45 and 46.
The motion was adopted.

Mr. Deputy-Speaker: I take it that
ﬂmothera.mendmenttothiaelmh
not pressed.

The question is:

“That clause 266, as amended,
stand part of the Bill.”

The motion was adopted.

Clause 266**, as amended, was
added to the Bill.

*In parts (b) (i) and (ii) of sub-clause (i) ofpeclﬂae 261, the word ““or”" , was added at the

end as patent error under the direction of the S
**In view of th* amendment to sub-clause

brackets and figure “(1)", occurring in clause
direction of the Speaker,

(2) of clause 266 adopted by the House, the

266 were omitted as patent error under the
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Mr. Deputy-Speaker: The question
is:

Page 141, line 5,—

for “managing director” substitute
“managing or whole-time director”.
The motion was adopted

Mr. Deputy-Speaker: The question
is:

“That clause 267, as amended,
stand part of the Bill.”

The tion was edopted

Clause 267, as amended, was added
. to the Bill.

Mr. Deputy-Speaker: The question
is:

Page 141, line 16—

for “managing director” substitute
“managing or whole-time director™.

The motion was adopted.

Pandit Thakur Das Bhargava: 1
would like amendment No. 887 fo be
puf to vote.

Mr, Deputy-Speaker: It is oot in
the list. However, it may be treated
as moved.

The question is:
Page 141, lines 19 to 21—

for *“shall not have any effect un-
less approved by the Central Govern-
ment: and shall become void if, and
in so far as, it is disapproved by that
Government” substitute: “shall be-
come void if it is disapproved by the
Government for reasons mentioned in
section 266 or section 273 relating to
directors.”

The tion was adopted

P

Mr. Deputy-Speaker: I take it that
the other amendment to this clause is
not pressed.
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The question is:

“That clause 268, ag amended,
stand part of the Bill.”

T.f-_ne motion was adopted.

Clause 268, as ded, was
to the Bill

Mr. Deputy-Speaker: I take it that
the amendment to clause 269 is not
pressed, There are no amendments
to clauses 270 to 272. So, I shall put
&ll these clauses together,

The question is:

“That clauses 269 to 272 stand
part of the BilL”

The motion was adopted.

Clauses 269 to 272 were added
the Bill

Mr. Deputy-Speaker: The question
1s:

Page 142—
after line 9 insert:

“272A. Prohibition of appoint-
ment of tax-evaders as directors,
—(1) No person who has been
found guilty by any Court of
Tribunal or other competent
authority of evading any tax pay-

- able by him, shall be appointed as
a director of any company.

(2) Any person, on being found
guilty as aforesaid shall forth-
with vacate the office of a diree-
tor.

(3) In the case of # person who
has been found guilty as afore-
said before the commencement of
this Act, the provisions of sub-
section (2) shall apply as if he
had been foung guilty as afore-
sald at the date of commencement
of this Act.

(4) This section shall apply
notwithstanding any want of
jurisdiction in the Court of Tribu-
nal on account of any technical
defect in its conmstitution or com-~
position.”

The motion was negatived.
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Mr, Deputy-Speaker: Now, we
come to clause 273.

Shri Sadhan Gupta: This is to
stand over.

Mr. Depuiy-Speaker: Clanse 273
will stand over. We shall take up
clause 274,

Shri M. S. Gurupadaswamy: I have
got amendment No. 103.

Mr, Deputy-Speaker: Neod I put it
to vote?

shri M. 8, Gnmnuhsnn: Yes.

ta:
Page 143, line 5—
for ‘“twenty companies” substitute
“ten companies”.
The motion was negatived.

Mr. Deputy-Speaker: I take it thal
the amendment to clause 275 is wnot
pressed. There are no amendments

to clauses 276 to 278. So, I shall put
all these clauses together to vote.

The question Is:
“That clauses 274 to 278 stand
part of the Bill",

The motion was adopted.
Clauses 274 to 278 were added to
the Bill.

Mr. Deputy Speaker: The question
is: .
Page 144, line 42,

for “completed” substitute “attain-
ed”.
The motion was adopted. |
ghri U. M. Trivedi: I would like

my amendment No. 518 to be put to
vote.

Mr, Deputy-Speaker: The question
is: :
Page 144, line 31—
for ‘“sixty-five years” substitute
“seventy years”.

The motion was negatived.
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Mr. Deputy-Speaker: I take it that
the other amendments to this clause
are not pressed.

The question is:

The motion was negatived.
stand part of the Bill®.

The motion was adopted.

Clause 279, as amended, was added to
the Bill

Mr. Deputy-Speaker: I take it that
the amendments to clauses 230 to 722

are not pressad,
The question is:
“That clauses 280 fo 288 stend
part of the Bill",
The motien was adopted.

Clauses 280 to 782 were added to
the Bill.

Mr. Deputy-Speaker: The question
is:

Page 147, line 3—

after “director” insert “(not being
a director appointed by the Central
Government in -pursuance of section
407",

The motion was adopted.
Mr, Deputy-Speaker: I take it that

the other amendments to clause 283
sre not pressed,

The question is:

“That clause 283, as amended,
stand part of the Bill", .

The motion was adopted.

.

Clause 283, as amended, was added to
the Bill.

Mr. Deputy-Speaker: There s
amendment No. 232 seeking to intro-
duce a new clause, I take it that it is
not pressed.

It is now 2-30; therefore, Shri
Nathwani’s amendment can be put in
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a full House like this. The question
is:

Page 139—

(i) ling 20—

omit “Option to”.

(i) line 22—

for “may” substitute. “shall”.

Those who are for the amendment
will say “Aye”.

Some Hon, Members: Aye,

Mr. Deputy-Speaker: Those who
are against the amendment will say
“No”.

Some Hon. Members: “No".

Mr. Deputy-Speaker: The
have . it,

Some Hon, Members: The “Ayes”
have it.

Mr. Deputy-Speaker: {The “Ayes”
will stand up.

“Noes”

Shri K. K. Basu: It is a question of
policy. We would request you to have
the bell rung and order a division.

Mr. Deputy-Speaker: ] would like
to make one point clear. If I ring the
bell it is only for the purpose of
getting all hon, Members to the
House, On that ground I &m nod
going to divide the house, if from the
voices I find that it is not necessary
for me to divide the House, I am
asking the bell to be rung on that
special understanding. It ‘s rhe Juty - f
thewhingoeteachputytommthi
presence of it Party members, I am
aware that some time back merely to
avoid a division being called, hon
Members went on sitting in the
House. Therefore, it is the duty of
each Member to be in the House, and

AYES

Division No. 3

Amijad Ali, Shri
B, Shri K. K,

‘Chowdary, Shri C.R.
Chowdhury, Shri N. B.
Gopalan, Shri A. K.

More, Shri 5.5,
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Gupta, Shri Sadhan
Gurupadaswamy, Shri M. §.
Mehts, Shri Asoka
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the duty of the Whip of each Party to
ensure the presence of ity members.
For that alone I am not going to act
as their agent to get their members, I
am quite willing to ring the bell to
give them an opportunity to come. If,
however, 1 am not able to judge from
the voice, I will ask them fo stand in
their seats. ’

The bell ig being rung.

Order, order, I sha!ll put amend-
ment No, 227 to the wvote of the
Hcuse.

The substance of this is that there
is an option of electing dice:tors by
the principle of proportional represen-
tation by a system of cumularive
veting instead of the present praciice
of majority. Instead of its being
optional, they want to make it com-
puisory. That is the sum and sub-
stance of the amendment.

Shri U. M, Trivedi: May I raise a
point of order? You had out it
whether Shri Nathwani ha¢ the leave
of the House to withdraw his amnend-
ment and that was the questiun
before the House. Befora that is
decided this amendment cannot be
put.

Mr. Deputy-Speaker: The hon.
Member will read the rules oare
agsin. The rules say that whenever
leave is opposed even by a singie indi-
vidual Member, the .notivn shel! be
pul to the vote of the House,

The question is:

Page 13%—

(i) line 20~

omit “Option to ™

(ii) line 22—

for “may” substitute “shall”.

The Lok Sabha divided: Ayes 16;
Noes 107.

[2-38 P
Rao, Dr, Rama
Rao, Shri P. Subba
Shastri, Shri R. R.
Veeraswamy Shri

Mukerjee, Shri H. M.
Randaman Singh, Shri
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Abdus Sattar, Shri
Agarawal, Shri H. L.
Altekar, Shri

Azad, Shri Bhagwst Jha
Balasubramaniam, Shri
Banerjee, Shri

Baosal, Shri

Barmsn, Shri

Bhagat, Shri B. R.
Bhargava, Pandit Thakor Dass
Bhatt, Shri C.

Bheekha Bhai, Shri
Bidari, Shri

Birbal Singh, Shri

Bogawat Shri
Brajeshwar Prasad, Shri
(bandrasckhar, Shrimati
Charak, Th. Lakshman Singh
Chaturvedi, Shri

Chavds, Shri

Chettiar, Shri T. 5. A.
Das, Dr. M. M.

Das, Shri B. K.

Das, Shri K. K.

Das, Shri N. T.

Das Shri Ram Dhani
Datar, Shri

Deshmukh, Shri C. D.
Deshpande, Shri G. H.
Cholakis, Shri
Dhusiys, Shri

Digambar Singh, Shri
Dube, Shri Mulchand
Dube, Shri U. S.
Dubey, Sbri R. G.
Dwivedi, Shri M. L.

shri K, £ K. Basx: Abstentions

should be recorded. '

Mr. .Dmty-m
Member finds that

having been
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Bacharan, Shri I.
Gadgil, Shri
Gopi Ram, Shri
Gounder,Shri K. P.
Hem Raj, Shri
Hembrom, Shri
Hyder Hussein, Ch.
Iyyunni, Shri C. R.
Jatav-vir, Dr.
Jayashri, Shrimsti
Jhunjhuowala, Shri
Jogeswar Siogh, Shri L.
Joshi, Shri Jethalal
Joshi, Shri Krishnacharya
Joshi, Shri M. D.
Joshi, ShriMNL. L.
Ywala Prashad, Shri
Kasliwal, Shri
Katham, Shri
Khedkar, Shri G. B.
Krishos Chandra, Shri
Kureel, Shri P, L.
Lotan Ram, Shri
Mallish, Shri U. S.
Malviya, Pandit C. N.
Mchta, Shri Balwant Sinha
Mchts, Shri J. R.
Mishea, Shri L. N.
More, Shri K. L.
Muhammed Shaffee, Ch.
Muthokrishosn, Shri
Wair, Shri C. K.
Nehru, Shrimsti Uma
Nevatia, Shri
Pande, Shri C. D.
Pannatal, Shri

The motion was negatived.

stand over, all the
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Parikh, Shri S. G.
Patasksr, Shri
Patel, Shri Rajeshwar
Prabhakar, Shei Naval
Radha Raman, Shri
Ram Shankar Lal, ‘Shri
Ramaswamy, Shri P,
Ramaswamy, Shri 5. V.
Rane, Shri
Reddy, Shri Jansrdhan
Sshu, Shri Rameshwar
Sarmah, Shri Debeswar
Sewal, Shri A. R.
Shah, Shri Raichandbhai
Sharma, Shri D. C.
Siddananjsppa, Shri
Singh, Shri D. N,
Singh, Shri H. P.
Singhal, Shri T. N.
Singhal, Shri S. C.
Sioha, Shri S.
Snatak, Shri
Somani, Shri G. D.
Sunder Lall, Shri
Suriys Prashad, Shri
|kikar, Shri
ari, Sardar R. B. §.
Thimmaish, Shri
Trivedi, Shri U, M.
Tulsidas, Shri
Uikey, Shri
Upadayay Shri Shiva Daym
Vaishoav, Shei H. G.
Varma, Sbri B, R.
Varma, Shri Manikya Lal

clauses in this

group have been passed.

The hon.

defeated, there should be some other
procedure. It is not the practice here.

The other amendments to clause
264 are not pressed.
The question is:

“That clause 264 stand part of
the Bill".

The motion was adopted.
Clause 264 was added to the Bill.

Mr. Deputy-Speaker: Now except
clause 273, which has been allowed to

Now, before we take up non-official
business, let me say this. A sugges-
tion was made that regarding the
other group of clauses reclating io
managing agents etc,, about 11 hours
or so0 have been allotted, and it may
be necessary to divide them into
groups. Is it necessary to divide them
into two or more groups? One group,
as suggested by the Finance Minister,
may be relating to the managing
agents, and the other may be sbout
secretaries and treasurers and so on.
Hon. Members will kindly consider
this suggestion.
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Shri M. C. Shah: From clauses 234

to 322, and thereafter 323 to 377.

Mr. Deputy-Speaker: Tomorrow we
have 3% hours upto 3-30 p.m.

Shri M. C, Shah: Thereafter, we
will have 14§ hours,

Mr. Deputy-Speaker: The matter
will come up whether today or tomor-
row. Hon. Members will kindly
consider and see whether those
clauses can be split up into convenient
groups—two or three—and inform the
House tomorrow,

PUNISHMENT FOR ADULTERA-
TION OF FOODSTUFFS BILL

Shri  Jhunjhunwala (Bhagalpur
Central): I beg to move for leave to
withdraw the Bill to provide for
punishment of those found guilty of
adulteration of foodstuffs, in view of
the fact that a Bill has already been
brought before the House and passed.

Mr. Deputy-Speaker: The question
is:

“That leave be granted to with-
draw the Bill to provide for
punishment of those found guilty
o_f adulteration of foodstuffs”.

The motion was adopted.

' MOTOR TRANSPORT LABOUR
BILL

Shri A. K. Gopalan: (Cannanore): 1
beg to move for leave to introduce a
Bill to regulate the conditions of
motor transport workers.

Mr. Deputy-Speaker: The question
is:

“That leave be granted to intro-
duce a BYl to regulate the condi-
tlons of motor transport workers”.

The motion was adopted.

Shri A, K. Gopalan: I introduce the
Bill.

11988

PREVENTION OF JUVENILE VAG-
RANCY AND BEGGING BILL

Mr, Deputy-Speaker: The House
will now resume further consideration
of the following motion moved by
Shri M. L. Dwivedi on the 19th August
1855:

“That the Bill to make provision
for the prevention of juvenile
vagrancy and begging, be taken
into consideration”.

Out of 1§ hours allotted for the
discussion of the Bill, 31 minutes
were taken on the 19th August, leav-
ing a balance of 59 minutes for its
further consideration. Dr. Bama Rao
may now continue his speech

We have started about quarter to
three and we go up to Qquarter to
four. The hon. Member in charge of
the Bill would like to have 15 minutes
for his reply. Then, we have three-
quarters of an hour. Hon. Members
would kindly have an idea of the
time and restrict their speeches.

Dr. Rama Rao (Kakinada): On the
last occasion I was referring to the
responsibility of the State with regard
to children, particularly orphans, Un-
fortunately, in spite of the socialistic
pattern being our idea, we are neglect-
ing our children to a very great
extent which is shown by the fact
that with the exception of one or two
States, none of the States have a
stateowned or state-managed orphan-
age institutions which are government
aided. I was referring to the fact that
the care of orphans in particular and
children in general as the first respon-
gibility of the State—almost a first
charge on the State. Unfortunately, in
spite of our sympathy for children we
are doing very little for the care of
orphans. Something is being done
for juvenile offenders; something iz
belng done for the handirapped, the
dumb and other children—all this
ought to be done—somethinz is being
done even for wild life and as long as
children do not become wild it looks
as though we do not care for them.
So, I appeal to thé Government to
start orphanages of their own In
areas where there is central responsi-





