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COMPANIES BILL—contd.
Clauses 323 to 367

Mr. Speaker: The House will now
resume further consideration of
clauses 323 to 367 of the Companies
Bill. Out of 8 hours allotted to these
clauses, about 6% hours have already
been availed of on the 3rd and the
5th September, and about 1% hours
now remain. This would mean that
these clauses would be disposed of by
about 1-30 p.Mm. Thereafter the House
will take up the next group consist-
ing of clauses 368 to 388 for which
3} hours have been allotted,

The following are some further
amendments to the group of clauses
from 323 to 367 which have been in-
dicated to be moved by hon, Members
subject to their being otherwise ad-
missible. A revised list showing all
the amendments to this group, includ-
ing the ones just now mentioned has
been circulated to Members yesterday:

Clause 323 997, 998 [same as 930),
999

Clause 324 1000

Clause 327 1001  same as Io3 and
9135), 1002

Clause 328A (New) 973

Clause 337 1003 (same as 908)

Clause 347 974

Clause 348 987 (same as 881), 988

Clause 349 989

Clause *53 990

Clause 360 991

Clause 363 992

Clause 365 993

Clause 32'— (Power of Cenfral Gov-
ernment etc.)
Shri Sivamurthi Swami
tagi): I beg to move: -
(1) Page 171, line 8—

. after “Gazette” insert:

“after consulting the Advisory
Commission constituted under
section 409 of this Act”

(2) Page 171, line 17—for “three
years” substitute “one year."”

(3) Page 171, line 18—for “1960”,
substitute “1957".

(Kush-
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Clause 324— (Managing agency com-
pany etec.)

Shri Sivamurthi Swami: I beg to
move:

That in the amendment proposed by
Shri C. D. Deshmukh, printed as No.
470, for “the 15th day of August 1956™
substitute: “the day on which this
Act comes into force”

Clause 327 — (Term of office etc.)

Shri Sivamurthi Swami: I beg to
move:

.

(1) Page 172, line 23—

for “fifteen years” substitute “ten
years”, .

(2) Page 172, line 25— for “ten
years” substitute “four years.”

New Clanse 328A

Shri Kamath (Hoshangabad): 1 beg

to move:

Page 173, after line 3, insert:

“328A. From the decision of the
Central Government under clause
(b) of sub-section (1) of section
325 or under section 328, an appeal
shall lie to a bench of three
Judges of the High Court at the
instance of the Company or a
member or creditor or debenture
holder thereof.”

Clause 331—. (No person to be manag-
ing agent etc.)

Shri Sivamurthi Swami: I beg to
move:

Page 173, line 30—

for “ten companies” substitute “five
companies.”

Clause 341.- (Resignation ofowce etc.)
Shri Kamath: I beg to move:
Page 177, line 25—after “mention-

ed above” insert “any representation
made by the managing agent”
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Clause 348 —(Determination of net
profits )

Shri Kamath: I beg to move:

(1) Pages 179 and 180— omit lines
41 to 44 and lines 1 and 2.

(2) Page 181, after line 2, add:

(o) bounties and subsidies receiv-
ed from any Government, or
any public authority constituted
or authorised in this behalf by
any Government.”

Clanse 349— (Ascertainment of dep-
reciation)

Shri Kamath: I beg to move:
Page 181 line 18—
omit “initial.”
Clause 353— (Time of payment etc.)
Shri Kamath: I beg to move:

Page 182, line 15—add at the end:
*“and shall be apportionable.”

Clause 360 — (Contracts between
managing agents ete.)

Shri Kamath: I beg to move:

Page 185, after line 6, insert:
“(2A) A contract as aforesaid
shall not be made for a term not
exceeding three years but may
be renewed from time to time
for a term not exceeding three
years on each occasion, provided
that such renewal shall be effect-
ed only in the last year of the
exceeding term.”
Clause 363 — (Remuneration etc.)
Shri Kamath: I beg to move:

Page 185, line 35—add at the end:
“and such sum may be deducted by
the company from any sums due
from it to the managing agent.”
Claose 365— (Prohibition of payment

ete.)

Shri Kamath: I beg to move:

Page 186, after line 27, add:

“(i) where payment of such
compensation to the managing
agent would be otherwise inequi-
table or improper.”
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Mr. Speaker: All these amend-
ments are also now before the House
for discussion

Shri Tulsidas (Mehsana West):
When I was speaking yesterday, 1
was pointing out that the
clauses in this particular group are
such that it would be not in the
fitness of things, particularly as to
how these clauses will bear the
court's interpretation. T was also
saying that we should not put in lan-
guage or words which would be diffi-
cult for the courts to interpret and
which would, in my opinion, be per-
haps a laughing-stock in other parts
of the world,

[Mr, DepuTY-SPEARER in the Chair]

Mr. Deputy-Speaker: Laughing-
stock of the entire world? 1Is there
not somebody at least who may be
agreeing with this?

Shri Tulsidas: I mean laughing
stock in other countries where the
democratic principle governs, not in
other countries where dictators rule
—there the rule of law is the word
of the dictator.

Shri U. M. Trivedl (Chittor): Have
we got no dictator here?

Shri Tulsidas: We have accepted
democracy here, and we must word
our language in legislation in such a
way that the courts will be able to
interpret it in a proper perspective.

Now, let us examine what is the
meaning of ‘fit and proper person.
We have in this Bill a clause relating
to disqualification in respect of any-
one being a managing agent. At the
game time, power has been given to
the Government to decide whether a
person is fit and proper. Now, I do
not wish to dwell much on this. I
would only like to point out that this
loeks, to my mind, very ridiculous, to
put such onus on a person, who ap-
plies to the Government for becom-
ing a managing agent, to prove that
he is a fit and proper person. My
amendments are to the effect that it
should be the onus of the Govern-
ment to find out whether he is a fit

different

]
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[Shri Tulsidas]

and proper person, and if he is not a
fit and proper person, Government
may refuse his application. I do not
say that I am defending a particular
system of management of companies
in this country.

Mr, Deputy-Speaker: May I inter-
rupt the hon, Member for a minute?
How long is the hon, Minister likely
to take for his reply?

The Minister of Revenue and Civil
Expenditure (Shri M. C. Shah):
About 50 minutes, There has been
discussion for about 7 hours, and as
far as this very important matter is
concerned, we will take about 50
minutes,

Mr, Deputy-Speaker: That
he must start at 12.40 p.M.

means

Shri Tulsidas: I am afraid I may
have to take some more time,

Mr. Deputy-Speaker: The hon.
Member is not going to take so much
time.

Shri Tulsidas: I have a number of
amendments, some of which have
been explained by Shri G. D. Somani,
I will not go into those amendments,
but I would like to explain the im-
plications of some of the amendments
which are standing in my name as
well as his. I would like to explain
amendments Nos. 822 and 824 to
clause 323. My point is that when-
ever Government consider that a
particular industry should be notifled
under clause 323, it would be proper
to constitute an Inquiry Committee
to go into the gquestion of that indus-
try and then decide on the findings
of that Committee. I have also men-
tioned that this should be placed on
the Table of the House, and with the
permission of this House or both the
Houses, the matter might be taken
up. The reason why I want this is this.
Several times the question was put
to the hon. Minister whether Govern-
ment had made any decision with re-
gard to any particular industry, It
has been said on behalf of Govern-
ment that the matter has not come to
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that specific stage of decision, and they-
do not yet know which industries are
going to be notified. In view of that,
it would be proper that any industry
which will be notified in future, should
be notified only after the matter is
gone into by an Inquiry Committee
and the findings of that Committee
discussed by both Houses of Parlia-
ment.

Several times it has been mention-
ed here, and the hon. Minister also
mentioned in his speech, that the
managing agency system is on its
probation. Even yesterday many
Members mentioned it,

Shri U. M, Trivedi: From now
onwards,

Shri Tuisldas: Most of the Mem-
bers who mentioned it also used the
same tone, except of course, two
Members who are of leftist tendency,
who have mentioned it the other way
round.

Mr. Deputy-Speaker: They are all
sitting to the right of hon. Member.

Shri Tulsidas: I said ‘who are of
leftist tendency’, not ‘who are sitting
to my left'

Shri U, M. Trivedi: Shri Tulsidas
is to the extreme left.

Shri Tulsidas: Now, I would like to
say that with this measure we are
now adopting, to my mind, it will not
be possible to have this system or
any other system functioning effecti-
vely. The number of clauses that we
have included are so restrictive and
rigid that it will not be possible for
any system to function in this coun-
try. If at all it is able to function it
will be able to function with a lot of
difficulties. It will be said afterwards
that the industrial sector, particularly
the private sector, has not been able
to deliver the goods, I would like to
warn the Government that if anything
happens in the future in which indus-
trial production or production in the
private sector has not gone up, it
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would be not because of any lack of
efforts on the part of the private sec-
tor but because of the measure that
we are now adopting.

1 have mentioned several times
how this particular Bill is very res-
trictive and how it will hamper the
normal growth of companies in this
country. It is a pity that when we
are on the threshold of the Second
Five Year Plan. such a measure
should be passed in this House.

1 would now like to make a few
observations about the speeches of
some of the hon, Members here. Shri
Asoka Mehta justifies the restrictions
on managing agents by saying that
managing agents are no longer the
main source of finance. He also argues
that profits have been high and will
continue to remain high, and, there-
fore, he would like to see the mana-
ging agents being paid on a sliding
scale. He is in the habit of referring
to a number of books and making
quotations from a number of them
published in America or in other
countries and particularly by some
of the Professors. Of course, Shri
Asoka Mehta is very fond of gquoting.
I would like him to realise that even
the Bhabha Committee on page 96
mentions as follows:—

“A suggestion was made to us
that (nstead of fixing an over-
all maximum, we should prescribe
u Scale of varying percentages
applicable to companies of diffe-
rent size and carrying on different
types of business. Theoretically..”

Just as Shri Asoka Mehta, they say,
‘theoretically’,

“Theoretically this suggestion is
attractive, but it is impossible
to work any such scale in practice.
Even if we had the benefit of a
full and detailed analysis of com-
pany statistics at our disposal, we.
doubt if we could have drawn up
any such scale. We have, there-
fore, refrained from persuing
this line of thought further.”

This should be enough for Shri *
Asoka Mehta. It is difficult, to my
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mind, to prepare any sliding scale
for this type of remuneration.

I would also like to mention to him
that even when companies are float-
ed it requires a certain amount of con-
fidence amongst the investing public
and it is because a particular firm is
managing a particular company that
this confidence is created in the in-
vesting public.

Shri K. K, Basu (Diamond Har-
bour): What about banks and insu-
rance companies?

Shri Tulsidas: Even there, as the
hon. Finance Minister has said, there
is a sort of over-all tight control
New banks and insurance companies
are not floated nowadays., What you
have are only the few banks which
are existing and the few insurance
companies that are existing today
which carry on the business. You
do not find new big banks.

The other point is that the credit-
worthiness of the managing agency
firm does count to a certain extent in
getting credit from the banks and
other financial institutions.

Yesterday it was mentioned by my
hon. friend Shri C. C, Shah that the
crux of the problem is the question
of payment of remuneration to a par-
ticular managing agency system.
He said that in this Bill a definite
encouragement has been given to the
alternative type of management,
namely, the managing director or the
manager, where an individual has
been permitted to take 5 per cent
while in the case of the managing
agency it has been permitted to take
about 10 per cent. I would like to
point out to him that it is not merely
the question of remuneration which
will decide the alternative type of
management. The remuneration is
not a very important thing. Unless
and until you allow a ceMain amount
of flexibility for any system to fune-
tion, it will not be possible to evolve
any other system to take the place of
the managing agency system. In spite
of so many shackles you may find
that those few business houses which
are carrying on now may have to
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[Shri Tulsidas]
carry on on the present basis; you
may not find many new people com-
ing in the field '

Shri K. K, Basn: There may be a
change from the worker to the manag-
ing agent,

Shri Tulsidas: Let him come up;
nobody is barred in this country.

It has been mentioned several times
here and Shri N. C, Chatterjee also
said that there should be a certain
code of conduct. It has been men-
tioned by so many hon. Members. I
would like to point out to them that
in other professions a certain code
of conduct prevails because if one
wants to enter a profession one has
to take a certain diploma.

Shri Kamath: It is tragic that so
soon after Question Hour the quorum
has vanished.

Mr. Deputy-Speaker: Hon. Members
will individually and collectively,
persuade other Members to be here.
1 bave done my best

Shri Eamath: It is not now the
hour between 1 and 230, It is sad
that the Companies Bill should have
such a fate.

Mr. Deputy-Speaker: 1 am having
the bell rung—Now, there is quorum.

Hon. Members may be responsible
for bringing ten Members each.

Shri Kamath: Ministers should be
responsible for how many? At least
fifty?

Shri K. K. Basu: There should be
a Minister for Quorum.

Mr. Deputy-Speaker: Shri Tulsidas
may now continue.

Shri Tulsidas: Several times it has
been mentioned in this House wny
the business community has not pre-
scribed for itself a code of conduct.

In this connection 1 would like to

point out that a degree or diploma is

essential for the profession and in

case of violation of the code, sancuon

should be provided by it to prevent a

person from practising the profession.
i
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Today Even Shri Asoka Mehta and
Shri C, C. Shah can set up a grocery
shop and become businessmen. No-
body lays down any condition for
starting business and nobody can pre-
vent others from continuing it, but I
would like to point out that with re-
gard to the code of conduct, there is
a certain amount of ethics and there
are certain standards and traditions
on which business houses function.
If a particular firm has not got pro-
per ways of managing its business,
you will find that that business house
will find it difficult to function and it
would be difficult for it to command
the confidence of the buSiness com-
munity. It would practically not be
possible for it to function as effecti-
vely as a firm which has proper ways
of managing its business. That is suffi-
cient as a code of conduct. It is not
possible to prescribe a certain code
of conduct in the manner it is done

-for the professions. In spite of the

professions having got a certain
amount of sanction, we know very
well how the code of conduct func-
tions in each profession and that in a
number of cases the profession looks
down upon certain practices which
some of the members do adopt.
Similarly, I can tell you that in the
busine:s community no person of pro-
per standing will be looked down
apon and any person who has not
the proper ways of conducting his
business will be loocked down upon
py the business community. That is
enough and I would not like to
dwell upon this point further.

With regard to the question of
clause 325, I have a number of
amendments as I mentioned yester-
day. I would like the Finance
Minister to take note of it. My
amendments are 826, B27, 828, 831,
832, B33, 834 and 835, These do not
seek any departure from the princi-
ple contained in the Bill. The
Central Government should refuse
permission only when it is revealed
that the public interests are jeo-
pardised by a particular managing
agency and that the managing agent
person to
manage the affairs of the company.
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As regards the question of conditions
which Government would lay down,
I would like the House to realse
that the powers which will be in-
cluded in the managing agency
agreement are already in the sche-
dule. There are a number of clauses
which are now restrictive and rigid
with regard to the management of a
particular firm and I do not know
what further conditions would be
applied by Government, but I do
feel that if the conditions are going
to be on the lines of the managing
agency holding a particular number
of shares, it would be rather not

possible and I do not think that -

there is<any need for further con-
ditions in view of the number of
conditions already laid down in the
Bill, .

I would like to say a few words
with regard to clause 331 relating to
the question of ten companies. It
has been mentioned that this ques-
tion is merely a question either of
a token or an experimental measure.
I do not understand this. This is
one of the measures put in the Bill
and to my mind it is so ridiculous
that people will say, what is the
meaning of this clause? A company
may have Rs. 50,000 and a company
may have Rs. 50 crores as capital.
After all, Government has powers
to approve the managing agents and
they can certainly take into consi-
deration ‘the capacity of the diffe-
rent firms, etc, and it is no use pro-
viding such a clause as this in our
law. After all, this is a permanent
statute and we should not try to
put 'anything and everything tnere.
Every time it is mentioned that it is
a question of showing to the
country as a token of the
concentration of the economic
power. At least, when I spoxe for
the first time in the consideration
stage, 1 said that this quesuon of
concentration of economic power is
connected always with several other
factors, and that concentranon of
power to the common detriment
should not be encouraged. The hon.
Finance Minister in his reply tw the
first reading of the Bill also mention-
ed simuarity that we have w
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that concentration wf economie
power to the common detriment

should not be encouraged. That is
the line on which we have to base
our different policies and you should
not forget that the Constitution pro-
vides fully to what extent the con-
centration of economic power is to
be allowed.

[SHRIMATI SusHAMA SEN in the Chair]

Mr. Chairman: The hon. Member's
time is up.

Shri Tulsidas: May I just have
five or seven minutes more?

I have moved a number of amend-
ments,

Mr. Chairman: The Finance
Minister has to begin his speech at
12-40 and I have one or two more
Members to speak before that. The
hon. Member may finish by 12-30.

Shri Tulsidas: I have an amend-
ment on clause 348, Sub-clause (4)
(1) provides that the loss of the
past years should also be taken into
account in ascertaining the profits
of the company on which the manag-
the same managing agent, that is,
The provision may be accepted where
the affairs are being managed by
the same managing agent, that is.
where a managing agent has held
office for a period, his remuneration
should be in proportion to the profits
that he has enabled the managed
company to earn during his manag-
ing agency. But in cases where the
loss relates to a period when the
present managing agent did not fune-
tion, it would not be fair to penalise
him for the mistake of "the past
managing agent. Suppose the manag-
ing agency has been changed, then
the mistakes of the past managing
agent should not be taken
into account for penalising the pre-
sent managing agent. Where a com-
pany has accumulated losses and its
managing agent retires, it would
need a more efficient managing agent,
if its affairs are to be put on a sound
footing and he will have to provide
the finances as well. Under the pre-
sent provision, no managing agent
will come forward to provide such
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[Shri Tulsidas]
services. So, it is the company that
will die and not the managing agent.
My amendment, therefore, seeks to
meet this situation by putting a pro-
viso to sub-clause (4) (1).

Mr. Chairman: There are two
speakers and the Finance Minister
will start at 12.40.

Shri M. S. Gurupadaswamy (My-
sore): I will finish in seven minutes.

Mr. Chairman: He cannot take
seven minutes because the Finance
Minister has to ftart at 12.40.

Shri M. S. Gurnpadaswamy: I will
be wvery brief,

A member of the Congress Party,
Shri K, P. Tripathi, spoke like a
Praja Socialist and demanded the
abolition of the managing agency
system which is nothing but a melig-
ning agency. Somani spoke feelingly
that some of us who belonged to
this side lacked practical experience
and that we were not competent to
speak on the managing agency sys-
tem on that account, If experience
alone should be the measuring rod
of speaking on a subject or doing
any thing, then I may say that one
should not love because one has no
experience; one should not become
a husband because one has no ex-
perience of a husband (Interrup-
tions). This system had been in
existence for a number of years.
What the Finance Minister is trying
to do is to remove certain evils of
the managing agency system. He
thinks that by doing this, he would
be able to reform the entire system.
I am sorry that he is mistaken be-
cause much of what has been said in
defence of that system has been ex-
ploded.

It has been pointed out by some
of us that the so-called capital for-
mation and financing of industries
by the managing agents is not true
and even in cases where there has
been some financial help it is only
chimerical. In the past the banking
institutions were in league with the
managing agency houses and so it
was possible for them to make an

a
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appearance and to say that but for
them the industry or trade could
not have been developed. The greatest
drawback and flaw in the old system
was ‘that the banking institutions
were in league with them. Only
certain groups of managing agents
used to get credit facilities in the
form of overdraf, loan,.guarantee,
ete. and others were denied such
facilities. For the sake of a flaw in
the working of the banking institu-
tions, should we say that the manag-
ing agent which exploited that ad-
vantage should continue, Hereafter
the banking institutions have to
function properly and there* are so
many institutions coming now to aid
the industry, The credit structure is
taking a new shape and the Govern-
ment is stepping in to help the in-
dustries. I cannot funderstand in
these circumstances why we should
say that the managing agency sys-
tem is still indispensable.

Mr, Chairman: The hon. Member's
time is up.

Shri M. S. Gurupadaswamy: I
would therefore urge upon the
Finance Minister to fix up a time-
limit before which the managing
agency system should go once and
for all. I commend the amendment
of Shri Asoka Mehta in this matter.
In so far as the managing agency
system is concerned the Bill as it is
drafted is very halting and very
reactionary and I must say that we
have not advanced enough and we
have not even incorporated the re-
commendations of the Bhabha Com-
mittee which said that by 1959 all
the managing agency agree-
ments should be terminated. Now,
we are extending the period up
to 1860. There is also no assu-
rance that they will come to an end
in 1960; there is no guarantee at all.
So, I say that the provisions in this
matter are very unsatisfactory and
I would urge upon the Government
to see that the Managing Agency
would come to a close at least by
August 15th, 1960.
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Shri Gadgfl (Poona Central): J
do not want to take the time of the
House except for one point, It was
at my suggestion that voting on
clause 197 was postponed and clause
was kept pending to be taken along
with clauses 347 and 351. The
reason why I made that suggestion
was that an amendment moved by
Shri Bogawat about the rate of
managing agents' commission beyond
s certain limit was very much
appreciated by certain sections of
the House. If the Government can-
not accept it—it is obvious that the
Government cannot accept it for
reasons which are convincing to
them—I feel that the powers which
are now with the Government can
be used. I suppose I am correct in
saying that within the terms of
those powers Government can insist
when agreements come for their
approval and impose such conditions
on certain companies both when
they are in public interest and ne-
cessary. My own view iz that Gov-
ernment is competent to do  that
As a matter of fact, certain com-
panies like the Tatas are already
doing it

As regards the managing agents
we have our own views and per-
sonally I have my own views. I
would have very much liked that
this institution should have been
liquidated here and now. But those
who follow constitutiona] methods
cannot always get the best, but at
the same time they should not con-
sider good to be the enemy of better.
Therefore, obviously for the mext
five years, they are, so to say, sen-
tenced to death but some sort of re-
prieve is given, I think that re-
prieve will stand. If it is possible
to do away with them earlier, by
all means Government will do that
and I am encouraged in this belief
by the statement made by the hon.
Finance Minister when he said that
when one passed a Bill of this huge
character, one could not escape
bringing another Bill very scon for
correcting certain irregularities that
were sure to arise.
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In the amendment proposed by
Shri C. D. Deshmukh, printed as No.
470, for “the 15th day of August, 1956”
substitute: “the day on which this
Act comes into force.”
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oft Paramie e
Tt & wedt Adbe ot o Wt teww
fzw 5t ww s lqmam

The Minister of Finance (Shri
C. D. Deshmukh): Madam Chairman,
I should first like to declare my atti-
tude in regard to certain amendments.
First, with regard to our own amend-
ment No. 471 to clause 329. I should
like to say that on full consideration
we do not consider it necessary and,
therefore, I would like to withdraw
it as the provision has been made
elsewhere in clause 324.

Then, we want to move an amend-
ment in place of Government amend-
ment No. 670 to delete the entire
elause 352 because if we delete the
first part of it then the second part
has no meaning. Clause 197 really
covers the whole field and from a
drafting point of wview clause 352
is unnecessary. I am advised, there-
fore, to delete it and it makes no
change of substance, ,

I wish to accept amendment No.
933 by Shri Sadhan Gupta and Shri
K. K, Basu in respect of clause 326
but in a slightly revised form that I
shall suggest here. I will read it
out and later hand it over to the
Table. It is suggested that the
amendment may be recast as fol-
lows:

Page 172—
line 15, omit the word “and”;
line 17, aedd the word “and”;
and at the end after line 17 add the
rollowing clause:

“(e) a private company which
is not a subsidiary of a public
company unless the Central
QGovernment by a general or spe-
cial order specifically exempt
the private company.”

o
The result will be that these
clauses 327 to 330 will apply but it
will be open to the private limited
company to approach the Gowvern-
ment and say that there is a spe-
cial case and if Government agrees

L
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then exemption will be given. That
is what is secured by this amend-
ment.

Shri U. M. Trivedi: May I inter-
rupt the hon. Finance Minister. It
has been held over and over again
after the coming of our Constitution
into force that any power of exemp-
tion without any basis or proper
classification is void in law. Under
those circumstances, if this eclause
is added as you have worded it, it
will be ultra vires and it will offend
against the Constitution unless there
is some basis for it. A proper note
may be taken of it and this may be
held over for some further consul-
tation.

Shri C. D, Deshmukh: I cannot say
that......

Shri K. K, Basu: If one individual
case is exempted and another simi-
lar one is not exempted possibly it
may be wrong. If a certain category
of private companies which have no
very important significance to the
economy is left out, I do not think
that is objectionable.

Shri C, D. Deshmukh: I am not
quite sure if the hon. Member's facts
are correct; that is to say, that no
power of exemption has anywhere
been given without classifications or
without a statement of guiding prin-
ciples. As far as I am aware, in
the Income-Tax Act there is a pro--
vision for exemption. I think in the
Estate Duty Act also there is a pro-
vision for exemption, Although I
am not able to lay my hands on
them right now, I do not believe
that, that power of exemption is not
there.

Shri U. M. Trivedi: It must be
for a particular class; then the exem-
ption can be given. If it is only
for a private company on special
grounds, then it cannot be granted.

Shri C. D, Deshmukh: By the time
we come to voting we might be able
to throw a little more light on that
polnt.



12395 Companies Bill

Now, there is another amendment,
No, 111 to clause 329 of Shri T.S.A.
Chettiar. I think that is the same
as amendment No. 997 of the spea-
ker who last spoke. I accept the
principle of it, but I think the pro-
per place to provide for it will be
in clause 410 which state which are
the matters that shall be reterred to
the Advisory Commission and also
it goes on to say: "“on all other
matters which may be referred to
the Commission by the Central Gov-
ernment.” That is the fit place for
this amendment. I accept the prin-
ciple of it here because I think it is
an important enough matter for
statutory reference to the Advisory
Commission. When it is a case of
abolishing the managing agency and
notifying the whole industry I
think proper enquiry should be
made and that enquiry- may be made
in a preliminary way by whatever
means are open to the Government;
either it may be by a team of offi-
cers or it may be by a sub-com-
mittee of the Advisory Committee
or any other means. But, that will
be for fact finding and, after all the
fact; bearing on the situation have
been gathered, then I think it is im-
portant that the Advisory Commis-
sion should have an opportunity of
studying them and of tendering their
advice to Government before Gov-
+ernment takes a decision,

Now, I shall proceed with..

Shri K, K, Basu: So far you have
said about acceptance, and now how
about non-acceptance, of amendments?

Shri C. D, Deshmukh: And, that

is the major portion of it. Because

- T might forget in my zeal that I have

accepted some of them, I thought of
taking them first.

Now, I shall not deal so much with
amendments because I oppose all
the other amendments and I should
like now to reply to some of the
points raised by the wvarious spea-
kers, First of all I should like to
make a general remark that I find
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it difficult to go into the question
of the interpretation of my own
speech. Hon. Members who spoke
yesterday said that I said such and
such a thing, then I said something,
then my intention must be so ana
so and the meaning of what I said
must be so and so. We have already
one difficulty, namely, fitting the
language to the Bill which we wish
to pass. The second difficulty is in-
terpreting the language which the
Finance Minister wuses in piloting
the Bill. It is very difficult to cope
with this double aspect of interpre-
tatioh. All I should like to say to
hon. Members is—it may be that in
my thought or expression I am not
as lucid as some of the hon. Mem-
bers who have spoken on the sub-
ject—that I have tried to express
my intention as clearly as I can and
I find it difficult to enter into a con-
troversy as to labels; that is to say,
what a particular language means.
In other words, if I say something or
try to say something over two pages
of my speech then I find it very
difficult to join issue with hon, Mem-
bers to say whether it shows an in-
tention to abolish managing agency
system, either in whole or piece-
meal, or whether it shows bias of .
an inclination or partiality. These
are all matters of opinion, I leave
(i) the language of the Bill before
the House, and (ii) my gloss on it
or my explanation on what is the
intention of the Government and -
what I presume to be the intention
of the Joint Committee in putting for-
ward these proposals,

It would be a waste of time to
read my own speech again because
the same question of labelling would
arise again as to what it means, and
therefore, all that I would ask the
House today is to try and read my
speech. ...

Shri Kamath: Let us have a

Bhashya Karika.

Shri C. D, Deshmukh: It is not as
mysterious or sententious as what
the hon. Member is pleased to call
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[Shri C. D. Deshmukh]
a Bhashye Karika. I shall make
another attempt to define precisely
what Government's stand is in the
matter, irrespective of what Mem-
bers on that side or this side of the
House have spoken, It is my duty
to lay beiore the House what, accord-
ing to me, is the interpretation of

Government’'s intention in  the
matter. Anyone, as I said, could
connive at the massive evidence

that has come forward before us in
regard to the evils that have been
encouraged by the managing agency
system over a period of years. From
time to time, attention has been
given to correcting this state of aff-
airs.  Therefore, I begin by saying
that there is a bias now in trying to
see whether any good is served at
all by continuing this particular
form of managing joint stock com-
panies. That bias wundoubtedly is
there, because, as I said, of the
weight of this evidence. On the
other hand, as I made it clear, there
is no present judgment at the
moment,—although there might
have been judgments in the past
to which hon, Members have refer-
red either in the party or elsewhere,
—there is no judgment at present
that it is our definite intention stea-
dily and systematically to abolish
managing agencies. We have divid-
ed the problem into two parts, hav-
ing in view our responsibilities in re-
gard to securing that the private
sector should, so to speak, deliver
the goods so far as the next few
years are concerned. ‘We have,
therefore, had to take into account
the possible advantages of that sys-
tem as shown by past historical evi-
dence. We want to satisfy oursel-
ves, before we take any action, that
these alleged advantages do mnot
exist either by an industry or by a
particular unit. Therefore, the first
thing that we have provided for is
what is embodied in clause 323. We
shall examine industries and find out
whether for the industries as a
whole, it is necessary to continue
the managing agency system. Now,
it would not be reasonable to read
that clause as if it was never intend-
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ed to exercise that power. Neither
would it be reasonable to assume
that that clause is intended to ena-
ble Government to notify all indus-
tries as industries in which no
managing agents are required. Be-
cause, if that intention was clear
today, it would have been easy to
frame the Bill accordingly: in other
words, either not to provide for power
to terminate managing agencies or to
do the reverse. So, the intention is
what it is—to make as honest and as
comprehensive an examination as pos-
sible of various industries, and in
doing so, as I have just said, we shall
be anxious to have the best ,expert
advice that we can get on that
matter.

Now, if that examination has been
concluded and we come to the con-
clusion that in a number of indust-
ries there does not seem to be any
need for the managing agencies, that
the nation would not lose anything
quite significant if we abolish them,
then the next logical step would be
to issue a notification and to say that
after the period of notice, no manag-
ing agent will exist in that particular
industry. That means that at any
given period of time—one can only
consider it with reference to a period
of time, because what is true today
may not be true fifty years hence or
a hundred years hence, and nobody
knows—so far as one can see, the
judgment would be that for the other
industries, till their examination ir
completed or till the occasion {for
examining them has arisen, there may
be some good which will be served by
allowing this form of management to
continue subject to the safeguards
that we are providing for in the new
Bill.

Then we come to individual capa-
city and individual qualifications to
continue as managing agents, and that
is when we come to clause 325. In
clause 325, the sub-clause is impor-
tant. The first sub-clause is that it is
not against the public interest to allow
the company to have a managing
agent. What we therefore consider
is, for the industry as a whole, may
be it is necessary to have a managing
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agent and yet, in respect of that par-
ticular company, it may be against
the public interest to allow the com-
pany to have a managing agent, in
which case we would say, “we feel
that the interests of the company will
not be served by its having a manag-
ing agent,” and in spite of the fact
that this is a non-notified industry,
we would say, “we will not allow a
managing agent.” If we proceed a
little further, that is to say, if we feel
that some public interest is likely to
be served by the company being al-
lowed to have a managing agent
if it wants to—it can serve the public
interest in other ways if it wants to
and it is not that we want’ to force
the managing agency system on it—
and if it is alleged that they should
have a managing agent in the public
interests, then we will proceed to
find out whether that managing agent
is a fit and proper person and whether
the conditions of the managing agency
agreement are fair and reasonable.
That incidentally answers the point
raised by the hon, Member who spoke
last as to whether we can take notice
of the remuneration. Certainly, we
can, and if we find that the scale of
remuneration is unconscionable, then
certainly we can tell the managing
agent, “Your existence may further
the public interests of this company
and you may be the fit or proper per-
son but it looks to us as if you are
demanding too high a price for the
services you are hiring by yourself to
render to the company,” and it would
be open to us to place that proposi-
tion before the managing agent, say-
ing that *unless you are prepared to
reduce your remuneration to' what-
ever scale may appear fair to us, we
will not agree to the renewal or to
the establishment of your managing
agency.”

Now, one need not be committed to
a particular scale, Even 6} per cent
may be too high in a particular com-
pany. Hon. Members gave figures of
certain companies in England and so
on. There was 1.5 and 1.68 per cent,
ete. Generally the figures are below
five. It may be that in the case of a
big company, even 5 per cent may be
too large a remuneration. Therefore,
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I think it is better to leave the matter
flexible, and so, I have nothing in
principle against any kind of scale.
As 1 said, we are not trying to do
everything in a general way for the
shareholder, The shareholder must
decide the matter for himself and
after he has taken a decision it would
be open to us to decide it. We shall
have a splendid opportunity in 1960 or
even earlier, in the same manner, to
see whether even what the sharehol-
der has agreed to is reasonable or
not.

Then I come to the other conditions.
I cannot say what those conditions will
be, apart from the condition of re-
muneration and the extent of control
which the managing agent is going to
exercise under his agreement. But
one can conceive that there may be
other conditions by which the Central
Government may wish to bind the
managing agent. It is a kind of resi-
duary general power. Unless we
exercise those powers in a number of
cases I would not be able to say what
are the category of cases in whicl
other conditions have been imposed,
but, nevertheless, I think it is whole-
some to have that residuary power
given to the Government. That is all
that we propose to do, and as I said,
I do not wish to say whether it
amounts to a determination to abolish
the managing agency system or it
amounts to a persistence in the desire
to retain the managing agency sys-
tem. It is exactly what the law says,
and if an interpretation of Govern-
ment’s intention is needed, I can say
authoritatively what I have said in
my speech—that is exactly what I
have said in my speech—and what I
have tried to supplement by my ob-
servations this morning,

1 p.M.

One might consider again the
general question as to the desirability
of abolition of the managing agency
system. One has gone over and over
these arguments again and this de-
bate has really now become a reply,
a retort, a rejoinder and so on and so
forth. We do not know who is going
to argue last; perhaps I shall have
the last word....
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Shri Eamath: Unfortunately.

Shri C. D, Deshmukh: But that is
not the end of it, because my speech
will then be read in the Rajya Sabha.
Many times it happens that these
arguments are taken up there in the
Rajva Sabha and my figures are
challenged in the other House, But
there also, I have the satisfaction of
having the last word.

Shri Kamath: You will have the

best of both the worlds, Lok Sabha
and......

Shri C, D. Deshmukh: I want to
have the best of this world at any
rate. In regard to concentration of
wealth and power, the point has al-
ready been made that what we are
concerned with is the concen-
tration of economic power to
the common detriment. Pro-
bably here also there is a
presumption that the larger the con-
centration of power, the greater the
possibility of that power being to the
detriment of the common good. One
might admit that; but, as I said, it s
not axiomatic that all this concentra-
tion of power is the function solely
of the managing agency system. I
myself am a believer in the infinite
variety of experience and resource-
fullness that is at the command of
people in .business; may be that it
may be the other way in which power
may be concentrated. I am reinfore-
ed in stating this by what I have
read and what I have been told of
the experience of other countries.
Indeed one would not have the anti-

trust laws in the United States, un-~

less there had been concentration of
power; and it is well known that the
United States has no such thing as a
managing agency system. Neverthe-
less there is a great deal of concentra-
tion of economic power and judging
from an article in one of the bank
bulletins recently, it is the view of
some people in their legislatures that
this concentration is growing apace,
perhaps to the apprehension, not to
the detriment, of the common man
and those who are charged with look-
ing after the interests of the common
man. This is a problem with which
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we shall have to deal with all the
time. But it is not necessary that
one should consider that as synony-
mous with the managing agency
system. Anyhow, we have given an
indication of our general view that
the greater the extent of domination
of any particular interest, the greater
the danger to the common interest;
and that is why, illogical as it is, we
have given this first token of our in-
clination to keep this phenomenon
under observation by limiting the
number of managing agencies to ten.
It is a platitude, perhaps, to say that
the number ten by itself does not
mean anything. From one's experi-
ence of the business world, one knows
that ten may mean an insignificant
number of companies or one may
mean a very big company which is
empowered to trade owver half the
industrial world. Novertheless, it is
an indication of our wish to keep this
matter under observation, and this
sword of Damocles, this approval
and the notification will be hanging
over all the business world. I have
no doubt that this will be one of
the background matters, which will
have to be borne in mind when we
consider whether we should decide
that it is in the public interest to
let ja particular enterprise continue
to have a managing agent.

Regarding actual figures, all statis-
tics are apt to be misleading unless
one has a very clear and elaborate
analysis of it. But, for what it is
worth, I shall give these figures:
There are about 1330 managing
agents ‘for 1720 companies, That by
itself, speaking purely on averages,
does not seem to indicate as much
concentration of power as was re-
flected in the figures of directors
given the other day when 9 families
were supposed to hold 600 director-
ships. One cannot say here that 9
managing agents are holding 600
companies, for instance. Out of
these 1720, the number of one com-
pany managing agencies is 1245. Out
of these 1720 companies, 1245 com-
panies are managed by one manag-
ing agent each. -
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Shri C. C. Shah (Gohilwad-Sorath):

Out of 1330 managing agents, 1245

manage only one company each.

Shri C. D. Deshmukh: I say these
statistics relate to 1720 companies.
The average ig 1720 divided by 1330;
or 17|13 which comes to 1 something.

Shri K, K. Basu: May I know to
what type of industries these 1245
companies relate?

Shri C. D, Deshmukh: I cannot
give that breakdown at short notice.
Territorially, the figures are: Madras
278, Bombay 508, Bengal 2, Punjab
14 and so on. I have got the terri-
torial distribution, but not distribu-
tion by industries.

There are 26 managing agents who
hold two companies each, 36 manag-
ing agents who hold 3 to 5 companies
each and 24 managing agents who
hold 5 to 10 companies. It is these
24 managing agents who will be
affected by the améndment which
says that the limit should be reduced
from 10 to 5.

Shri 8. 8. More (Sholapur): You
said there are 1245 managing agents
who hold one company each. Are

* there any figures about their share
capital?

Shri C, D. Deshmukh: The total
share-capital of all the 1720 com-
panies is Rs. 215.2 crores, In regard
to these 1245 companies, may be it
is proportionate,

Shri Asoka Mehta (Bhandara): No,
no.

Shri C, C. Shah: I suppose the hon.
Finance Minister has the figures as

Dr. Krishnaswamy (Kancheepu-
ram): Let us hear the Finance Minis-
ter,

Shri C. D. Deshmukh: Six manag-
ing agents manage between 10 and
20 companies, 2 managing agents
manage between 20 and 30 com-
Panies and one very resplendent
Mmanaging agent manages 30 to 40
companies. One is really concerned
with these 33 companies, adding 24,
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8, 2 and 1, out of these 1245 compa-
nies, ‘

Shri Asoka Mehta: They will have
more than the proportionate share
captial.

Shri C, D, Deshmukh: It may be
that they have more than the pro-
portionate share-capital, but never-
theless, I do not think that we have
sufficient evidence to rush to the con-
clusion that the managing agency
system by itself leads to concentra-
tion of economic power.

Shri K. K, Basu: You have not
given the economic aspect so far.
What is the proportion of the eco-
nomic power which these 33 com-
panies have out of the total number
of 1245 companies?

Shri C. D. Deshmnkh: Perhaps by
the time we get to the last stage of
the Bill, I may be able to give fur-
ther information. I am using the
figures that I have at hand now. As
I said the other day, this is extract-
ed from returns which were invited
from 1720 companies for purposes of
the Joint Committee. The trouble is
that all companies did not send the
full information. They filled in the
form, but they did not give the loan
amount, guarantee or something
else, We collected all that and com-
piled a table giving the summations
and totals which' I have circulated
the other day.

I shall come to that point later on.
These figures are not complete. Theyv
are not even a proper random sam-
pling, because, in respect of these
1720 companies, in each case, we
have not got complete information.
But, if I can circulate a further note
which embodies some of this infor-
mation, I shall trv to do so before
we come to the final stage—the last
4 hours so to speak, of this extend-
ed discussion,

Shri K. K, Basu: It should be with-
in our punching limit

Shri C. D. Deshmuokh: Then, I
come to the next point, that is, the
negligible contribution to the finane-
ing of industries by the managing
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agents. An hon, Member—he has
gone away—said that it was a
chimera. The hon, Member from
Bhandara said, after all, it could
have been only 25-per cent., because
75 per cent of capital formation came
from internal sources. It may be
75 per cent or something else for
other years, because later on, in the
same bulletin, the hon. Member will
find that conditions differed in these
three years 1950, 1851 and 1952, One
vear was a bad one and I think the
capital formation was about 30. In
another year it was 151, Allowing
for these wvariations from year to
year, let us accept the fact that 75
per cent came from internal resour-
ces. Nevertheless, 25 per cent, I
submit, is a substantial proportion.
It is one-fourth of the total financing.
That undoubtedly comeg from paid-
up capital and borrowings in some
of which it is claimed that the
managing agents have played a
part. In the figures that I gave the
other day relating to 1720 compa-
nies, some of which undoubtedly big
ones, accounting for a total paid-up
capital of Rs, 215 crores, the total of
loans and advances is shown as 10.5
crores and the loans guaranteed, Rs.
7.7 crores. The total is about Rs. 18
crores. One may take any figure:
may be three times. It may be that
the total may be Rs. 40 or 50 crores,
because these statements are not
complete. I should say that the
finances found by the managing
agents is of the order of Rs 50 or
60 crores a year, I submit that that
is not a trifling amount.

Shri G. D. Somani (Nagpur-Pali):
I would like to seek a clarifieation, 1
pointed out yesterday that we had
collected some figures about guaran-
tees by the managing agents confin-
ed to the Bombay city textile mills
alone, and their figure was about Rs.
18 crores, as loans from banks gua-
ranteed by the managing agents
managing the textile mills alone I
would like the hon, Finance Minis-
ter to see how far this sum of Rs.
18 crores, confined to the city tex-
tile mills of Bombay alone can be
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taken into consideration against Rs.
7.7 crores which he has mentioned.

Shri C. D. Deshmukh: That is why
I stated that the 1720 companies did
not all send their returns, What has
happened is that the totals commu-
nicated by those who replied have
been added up in this figure of 18
crores. Therefore, I cannot say
without further examination that
Rs, 18 crores represents the full
amount of loans given or bank loans
guaranteed by managing agents in
these 1720 companies. Suppose re-
plies have been received from 900
companies only, accounting for Rs
100 krores, of paid-up capital, this
sum of Rs. 18 crores would be only
for these companies. It is, I think,
along these lines that one might,
after a great deal of patient investi-
gation, be able to reconcile figures
such as those that hon, Member has
put forward or the figures such as
have been communicated to me by
other managing agents, If I may
say so, here, it was the business of
the managing agents to have compil-
ed full figures of what they have
done in this respect and to have
made them available either to the
Government or to the Joint Commit-
tee at the proper time, That time
has gone now. All that one has are
individual instances such as the hon.
Member has quoted or such as I
have Teceived or the imperfect re-
turns such as I have in my posses-
sion compiled for the Joint Com-
mittee. But, I think we should not
be far out if we come to the conclu-
sion that the managing agents do
account for between Rs. 60 crores to
100 crores. Sixty crores is the figure
that I infer from the figures that I
have given. If we cover the whole
fleld, it may be more. Or, in some
years, it may be more; in some years
it may be less. It may be Rs, 50 to
100 crores: I do not know. I take the
lower figure Rs. 50 or 60 crores and
I proceed to argue that that is not a
negligible amount per year. That
will be far more than what is made
available to industrial concerns by
the Industrial Finance Corporation,
the State Finance Corporations and
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iater the Industrial Credit and In-
vestment Corporation.

Shri C. C. Shah: It may be rele-
vant to find out if the hon, Minis-
ter proceeds with investigation fur-
ther, as to in how many cases the
managing agents were called upon
to fulfil the guarantees,

Dr, Krishnaswami:

relevant?

Shri C. C. Shah: [f you give a
guarantee and if you are never called
upon to fulfil, it means that . the
assets of the company are enough to
pay up.

-

Dr. Krishnaswami: If you had not
given the guarantee, you would not
have got the amount. That is all,

How is that

Shri C, D. Deshmukh: That would
depend upon on the reaction of the
banks themselves. After all, the
banks have to do business. It may
be that the whole of this amount
will not be withheld by the banks.
Advances have to be made by them.
They will have to pick and choose.
All I can say is that in some cases,
at any rate, the banks would be un-
happy to advance loans to the same
extent to a particular company if
that advance was not backed by the
guarantee of the managing agent,

[Serr BARMAN in the Chair]

‘One may try to dissect all this, I say
that finally the net fact remains that
the managing agents have taken a
risk. It is all very well for those
who had not taken any risk to say
that this risk was quite insignificant,
and that in any case, the banks
would have paid. I do not know
enough about this. Certainly, this
is one of the matters that will have
t¢ be investigated during the next
four years. That is one reason why
I say that we should not rush to
conclusions today because there is
such a fogginess in regard to the main
data,

There is another factor which in-
volves treading on delicate grounds.
At one time, very few of our coun-
trymen were managing agents be-
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cause the bulk of the business was in
the hands of foreigners. In.those days
there were objections to managing
agency. ‘But, I doubt whether they
were of the same character as they
are today, although possibly the re-
ward that was charged was perhaps
higher than the circumstances war-
ranted. But, circumstances keep
changing from time to time and one
should not be guided entirely by
the historical perspective in this

"matter. Then, the same people or

the same category of people show
themselves capable of adaptation to
changing circumstances. That is
the hope on which this present Bill
is based. We are hoping that busi-
nessmen will manifest their business
acumen in this matter as in the mat-
ter of managing their business and
take a cue so to speak, from the
trend of this legislation and give a
better account of themselves, while,
at the same time, placing at the dis-
posal of the community the ability,
experience and whatever financial re-
sources are at their command. That
is all I have to say in regard to this
general question of abolition or con-
tinuance or renewal of managing
agents in addition te what I have
said before,

Then there was this question again
concerning clause 323, about the
Houses of Parliament being consult-
ed before the rules and notifications

.—notification principally—are acted

upon. 1 think that is not a very
practicable procedure. As I said,
Government is bound to take all
possible care in ascertaining the facts
and also in arming itself with the
advice of the advisory commission.
But I think it would be a very diffi-
cult situation if each notification were
to be debated on the floor of the
House before it is given effect to. I
think that will set up a great many
strains and it s not always possible
to take a legislative decision on mat-
ters which are essentially matters
for the executive Government. A
hundred and one factors will have to
be taken into consideration, but, as
in the whole of the executive sphere,

"the Government remains responsible
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to the legislature, and certainly the
legislature has the power to call the
Government to account If it finds
that a wrong decision has been taken,
a debate may take place and of
course Government may stand or
fall upon the order that they have
issued, No great harm will come of
it because this notification is going
to be acted on after a length of time.
It is not as if the next day, imme-
diately, all managing agents are
abolished. There is time given, and
if in the meanwhile there is ecriti-
cism of the action of Government
on the ground that it was not justi-
fied or that it was justified, whatever
the view of Parliament may be, then
I think it would be open to Govern-
ment to take into account the ecriti-
cism of the House. That is as re-
gards clause 323.

I have already stated that we
should be prepared to consult the
advisory commission and would
await a suitable amendment to clause
410. It goes without saying, there-
fore, that I do not accept the other
pleas made as amendment No. 824
that this clause should be entirely
deleted because it is causing a great
deal of uncertainty in business cir-
cles. It is open to managing agents
to take a view of the future, and if
they are not ecapable of taking a
view of the future, they are poor
businessmen. They must take a
view of their own fitness and their
own responsibilities, their own un-
derstanding of the extent to which
they are furthering the mnational in-
terests by continuing their manag-
ing agencies. Before our eyes there
have been two instances. In one
case, a new company has been float-
ed with a managing agency. In ano-
ther case there is no uncertainty
because the hon. Member who him-
self suggested that clause 323 causes
uncertainty has taken a very definite
view that managing agency perhaps
is not a desirable thing to retain. In
the company with which he is asso-
ciated I see that there is no manag-
ing agency, because they have secur-
ed the bulk of their capital, I think
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Rs. 1 crores out of Rs. 1,60,00,000. It
has been underwritten by the Indust-
rial Credit and Investment Corpora-
tion, Here is a case where we have
good promoters. Whatever they
want to, they have put into that
business. But so far as the rest of
the business iz concerned, we say:
“Well, you may look to an organised
institution such as this Industrial
Credit and Investment Corporation.
If you get the finance that way or if
it is underwritten that way, then
perhaps the managing agent has less
work to do.” $So, expect that this
kind of trend will continue and that
people will keep taking these deci-
sions. In some cases they will be
on this side, in some cases they will
be on the other side, that is to say
whether they would continue to be
managing agents or have resort to
some other system, and I expect that
by 1960 the horizon would be very
much clear indeed. It will be shorn
of all the air of controversy which
invests this question today, and
what is more, our own department
will have collected, I hope, a mass of
statistics which will enable us uner-
ringly to reach a conclusion as to
whether in a particular industry or
whether in a particular unit, it is
necessary to continue a managing
agent in the public interest, apart
from the question of the fitness of
the managing agent. That covers
many other observations much as; the
present scheme leads to bureaucra-
tisation and so on and so forth, My
answer is that these powers have
been exercised by Government for
the last three years under the In-
dian Companies Amendment Act of
1951, We had a very large number
of cases, I think about 1,200 in three
vears,—the bulk of which were de-
cided within the first six months.
There was not any great delay, and
that wag when the officer in charge
more or less worked single-handed
plus the advisory commission. Now,
with a strengthened department we
hope to reduce the period of delay
in which case I think the tinge of
bureaucratisation would be paler
suill. There is also this assurance
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that the Minister will be seized of
all important matters that come up
before this department, and what-
ever one might say, I do not think
Ministers could be described as
members of the bureaucratic frame,
because, as I said, they are answe-
rable to the House,

Then, I come to clause 328. That
is covered by what I have said al-
ready. One hon, Member wanted
that all managing agencieg should be
abolished after the 15th August, 1960.
I have also dealt incidentflly with
this question of the mystic number
ten,

Shri Kamath: Mystic? Nine is
mystic, not tenn Seven, nine, five,
three. Ten is not at all mystic.

Shri C. D, Deshmukh: In this par-
ticular context ten is mystic because
it is supposed to have no logical
basis, 1 have tried to explain its
basis. Whether you have ten or
whether you have five, really won't
make very much difference, It
will affect another 24 companies out
of 1,330. I therefore consider that it
is sufficient if we go on with this
figure of ten and then keep the
situation and the units under obser-
vation, because if one wanted to be
logical, one would have to go into
very much greater detail as to the
kinds of companies, amount of capi-
tal and some kind of limit on the
future expansion of the companies,
because if one says ten companies
with say Rs. 5 crores capital, if there
was a question of the expansion of
the business of a company, then
every time there is a scheme for
expansion, the managing agent
would have to say: “Now, which of
these do I draw?”, I do not think
that would be a state of affairs
which would encourage generally
the expansion of industry in the pri-
vate sector to the extent to which
we have decided to permit it for the
next few years,

Then there is one question under
clause 347 connected with this ques-
tion of 197 about the tapering scale.
I have incidentally referred to it and
I said that we shall take note of the
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sentiments expressed in regard to
this, although not necessarily adopt-
ing the scale, when we consider the
renewal or appointment or reappoint-
ment of managing agents in the
exercise of the powers which are
vested in us by clause 325.

Then there is this question of tax
evaders to which Shri Sadhan Gupta
referred. 1 had occasion to reply
to it in the course of the debate on
another Bill, and that is why I did
not refer at any great length to it.
Then, something which I said the
other day was misunderstood as
merely posing a drafting difficulty.
1 shall, therefore, try to explain
what I mean. My first observation
is that it is difficult to define a tax-
evader. Ordinarily, a distinction is
made between legal avoidance and
evasion by a concealment of facts.
As regards legal avoidance, in UK.,
the House of Lords till lately took
the view that it had to be recognis-
ed that the subject, whether poor and
humble, or wealthy and noble, has
the legal right so to dispose of his
capital and income ag to attract upon
himself the least amount of tax. And
on the other hand—there is undoub-
tedly a change in their attitude to-
wards this question—in a latter case,
i.e. somebody versus the Commis-
sioners of Inland Revenue, it was
held that:

“There is, of course, no doubt
that they are within their legal
right....”

Here, ‘they’ refers to  tax-
evaders—. ...,
Pandit K. C, Sharma (Meerut

Distt—South): That means it is per-
missible to circumvent the law.

Shri C, D. Deshmukh: But they
add:

“.....but that is no reason why
their efforts or those of the pro-
fessional gentlemen who  assist
them in the matter should be
regarded as a commgndable exer-
cise of ingenuity or as a dis-
charge of the duties of good eiti-
zenship.”

Dr. Krishnaswami: Let the Finance
Minister re-read the quotation.
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Shrl Eamath: Quotation from?

Bhri C, D, Deshmukh: This is a
quotation from Viscount Simon in
Latilla vs. the Commissioners of In-
land Revenue (T.C. 25, 107). 1 shall
read it again:

“There is, of course, no doubt
that they are within their legal
rights, but that is no reason why
their efforts or those of the pro-
fessional gentlemen who  assist
them in the matter should be re-
garded as a commendable exer-
cise of ingenuity or as a dis-
charge of the duties of good citi-
zenship.”

Shri Kamath: What is the date?

Bhri C. D. Deshmuokh: This is a
recent one.

. Shri C, C. Shah: This is the judg-
ment of Lord Simon,

Shri C. D, Deshmukh: Yes,

Apart from legal avoidance, there
are cases of evasion by suppressing
or concealing facts or manipulating
accounts. For all such offences,
penalties are prescribed. But the
point is that some of them are liable
to prosecution in a ecrimimnal court of
law, and there are some others which
result in imposition of penalties
under the Income-tax Act, Now,
those which result in prosecution of
individuals stand in a category by
themselves. In respect of the persons
therein voncerned, it may be speci-
fically said that they are guilty of
moral turpitude, and are probably
not worthy of holding a public office.
In respect of others, however, ie.
those on whom penalties are imposed
by the income-tax authorities, it
should be remembered by a House,
which is very careful in regard to
legal matters, that the degree and
the burden of proof required in tax
cases is somewhat different in
charzcter from those required in cri-
minal cases. The tax officer is not
bound by the Evidence Act, and
may well act upon material which
may not be admissible under the
Evidence Act. He'is acting on behalf
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of Government probably as a tax-

gatherer. Further, even though the
income-tax officer may discover
cases of concealment in company

accounts, it is not possible for him
to locate the responsibility on indi-
vidual directors. If concealment has
been established by the income-tax
officer, it should be possible for the
authority regulating the Companies
Act to discover some act of misfea-
sance or bresch of trust on the part
of the managing agents, to which
the Companies Act itself will apply,
as for instance, clause 202 (1) (b)
(ii), which specifically gives this
power, N

Then there is the question of the
secrecy provisions of section 54 of
the Income-tax Act. As the law
now stands, it is not possible for the
income-tax  authorities to  disclose
these matters of concealment, It
will therefore be difficult to comply
with the requirements of any amend-
ment like the one suggested by Shri
Sadhan Gupta.

Shri K. K. Basu: Why not change
the Income-tax Law?

Bhri C, D. Deshmukh: That raises
various other difficulties, After all,
it has not been put there for fun, nor
has it been put there to safeguard
a few evil-doers. It is considered,
I suppose, that the work of the in-
come-tax officer would be far more
difficult if the names of all people
who are assessed to income-tax, their
mcomes or their absence of incomes
and so on were to be blazoned forth
into the world; it will have very
wide consequences on credit and so
on and so forth.

So, whatever the final judgment
may be, all I am arguing is that in
these matters one should not take
1 snap-judgment affecting a parti-
cular Bill. If it is a gquestion to be
gone into, it should be gone into in
connection with the Income-tax Act,
and it should be gone into in connec-
tion with thig general matter of tax
evasion. In other words, if we were
to, strengthen the Income-tax Act,
and if we were to try and put some
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rurther limits on the cepacity of peo-
ple to make mischief in that direc-
tion, then one would expect -some
other addition to the Income-tax Act,
as for instance, disqualifying a per-
son under categories (a), (b), (c¢), (d)
and so on and so forth; or one might
even go to the length of saying that
they shall not exercise a vote, These
are all matters which should be con-
sidered in their proper perspective,
and not in connection with any parti-
cular Bill,

Shri K, K, Basa: Here the whole
point is only this, namely whether
a person or a company who is ad-
judged by any competent authority
as evader should be allowed to con-
tinue as managing director or manag-
ing directors. How it is to be done
or under which law it is going to be
done is not the point. Even under
any law which is prevalent or which
is applied in our country, if anybody
is found to be a tax-evader, then
what are you going to do with him?
There is no point in saying there is
difficulty in this law or that law to
find out who is a tax-evader. Even
under such difficulties, if under any
law, it is found that a particular
person or company is a tax evader
or evaders, then are you going to
accept our proposition? That is the
short point you must reply to.

Mr. Chairman: I think he has re-
plied already.

Shri K. K. Basa: He has not rep-
lied. He is trying to cloud the whole
issue. We are not concerned here
with where the difficulty lies or what
the difficulty is, under X, Y or Z Act.
The whole point is that if wunder
any law, even under any difficulties,
it is found that a particular person
is found to be a tax-evader, then are
you going to disqualify him? ‘That
is the short point. Let the Finance
Minister say that even if they are
found to be tax-evaders, in view of
the balance of advantage, according
to him, and in view of the need for
industrialisation, they should be
allowed to continue. Let him state
that fact plainly.

6 SEPTEMBER 1955

Companies Bill 12416

Shri C. D, Deshmukh: I say that
tax evasion is a term to be defined.
Secondly, the conclusion is one that
has to be arrived at by certain means
largely departmental. Therefore, I
am averse to having any provision to
disqualify those who may have
evaded taxes by one method or the
other, including avoidance of taxes,
by this measure. ‘That is the ans-
wer. Whether it is a short point or
a long point, 1 have stated what I
have to say on this matter,

Then, thers are various small
amendments, I do not think I ghall
take the time of House by
with them in detail. Many of
relate to clause 323.

them
Then, theré is a point urged by
Shri Tulsidas in respect of clause
348 both in regard to losses and

taxes. The view taken by the Joint
Committee is the view which is com-
monly accepted, It is not as if this
point was not debated, it was debat-
ed very thoroughly in the Joint Com-
mittee, and although there might be
room for difference of opimion, I am
content to follow the verdict of the
Joint Committee on this matter, as
on this question of the deduction of
taxes in the nature of EPT or BPT,
the reason being that the business
cannot be said to have earned a
certain amount of profit unless these
taxes are debited to the working
account of the company.

Mr. Chairman: I shall now put
clauses 323 to 367 to wote,

First, I shall take up the amend-
ments to clause 323,

The question is:

Page 171, line 26, for “each House
of Parliament” substitute “both
Houses™ of Parliament.”

.The motion um:.ﬂdopted.

Mr. Chairman: There are a num-
ber of other amendments,

I shall now put amendment No.
895 to the vote of the House,
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Shri K, K, Basu: We want to
divide on this amendment.

Mr. Chairman: Then I shall defer
it till 2-30 p.m.

What about amendment No. 1117
Should that also be put off?

Shri C. D, Deshmukh: That will be
opposed, because I have explained
the principle and I suggested that we
ought to deal with the subject-
matter when we come to clause 409.
This amendment has been moved. So
it has to be disposed of

Mr. Chairman: So I shall now put
all the other amendments to clause
323 to the vote of the House,

The question is:
Page 171—

for cluase 323 substitutes:

“323. Every managing agent to
cease functioning by 31st Decem-
ber, 1958.—Every managing agent
shall cease to function as such on
31st December, 1958, wunless he
ceases so to function at an earlier
date.”

The tion was tived.

Mr, Chairman: The gquestion is:

In the amendment printed as No.
893, for “31st December, 1958”7 sub-
stitute “15th August, 1960."

The motion was negatived.
Mr, Chairman: The question is:

In the amendment printed as No.
895, for “31st December, 1958" sub-
stitute “15th August, 1960.”

The motion was negatived.
Mr, Chairman: The question is:
Page 171, lines 6 and 7—

For “such rules as may be prescribed
in this behalf” substitute “sub-section
.3) below.”

The motion was negatived.
‘Mr. Chairman: The question in:

Page 171, line 17—for “three years"
substitute “one year.”

The motion was negatived.
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Mr. Chairman: Amendment No, 968
is the same as No. 930. It is barred.

Mr, Chairman: The guestion is:

Page 171, line 17—for “three years”
substitute “two years.”

The motion was negatived.
Mr. Chairman: The question is:

Page 171, line 19—for “later” swb-
stitute “earlier.”

The motion was negatived.
Mr. Chairman: The question is:

Page 171—for lines 24 to 26 sub=-
stitute: a

“(3) Copies of all notifications
issued under sub-section (1) shall
as soon as may be after they have
been issued, be laid before each
House of Parliament,

(4) All rules made under sub-
section (1) shall be laid before
each House of Parliament for not
less than fourteen days as soon
as possible after they are made
and shall be subject to such modi-
fications as Parliament may
make during the session in which
they are so laid.”

The motion was negatived.
Mr. Chairman: The question is:

Page 171—for lines 24 to 26 swb=
stitute:

“(3) The notification under sub-
section (1) shall not be made un-
less made by a Committee appoint-
ed for the purpose by the Central
Government to make an investiga-
tion, and unless, further, such
recommendafion has been
approved by both the Houses of
Parliament.”

The motion was negatived.
Mr. Chairman: The question is:

Page 171—after line 26, add:
“(4) This section shall not apply
to companies where in the opinion
of the Central Government or om
_enquiry at the demsand of wme
managing agents of the companies
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eoncerned, the Government finds
that the managing agent has been
working satisfactorily and is likely
to achieve optimum conditions
conformable to the provisions of
the Act before his term of office
expires or before the 15th August,
1960, as the case may be”

The motion was negatived.
Mr. Chairman: The question is:

Page 171, line 8—after “Gazette”

insert:

“after consulting the Advisory
Commission constituted under
seetion 409 of this Act.”

The motion was negatived.

Mr. Chairman: The question is:

Page 171, line 18—for “960”, subse
titute “1957".

The motion was negatived.
Mr, Chairman: New Clause 323 A.

Shri K, K, Basu: We want to
divide on amendment No, 897.

Mr. Chairman: It will be held over.
I will put amendment No, 898 to the
vote of the House.

The question is:

In the amendment printed as No.
897, for “31st December, 1958" subs-
titute “15th August, 1960

The motion was negatived.

Shri K. K. Basu: Amendment No.
898 relates to amendment No. 897.
It may be put along with No, 897.

Mr. Chairman: We will see later.

Mr. Chairman: Clause 324, Thers
is Government amendment No. 470.

The question is:
Page 171—after line 36, add:

“(4) Where at the commence-
ment of this Act a company hav-
ing a managing agent is itself
acting as a managing agent of
any other company, the .term of
office of the company first men-_
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tioned as managing agent of the
other company shall, if it does
not expire earlier in accordance
with the provisions applicable
thereto immediately before such
commencement including any
provisions contained in the Indian
Companies Act, 1913 (VII _ of
1913), expire on the 15th day o
August 1856

The motion was adopted.

Mr, Chairman: Now the amend-
ments to clause 324, The question is:

Page 171, line 36—add at the end:

“and the liabilities incurred
during the period of such con-
traventions shall not be enforce-
able in law.”

The motion was negatived.
Mr, Chairman: The question is:

In the amendment proposed by
Shri C, D. Deshmukh, printed as No.
470, for “the 15th day of August
1956” substitute “the day on which
this Act comes into force.”

The motion was negatived.
Mr, Chairman: The question is:

“That clause 324, as amended,
stand part of the Bill”

The motion was adopted
Clause 324, as amended, was added to

the Bill.
Clause 325
Mr. Chairman: The gquestion is:
Page 171—
(i) line 39—after “managing
agent” insert “or its directors”; and
(ii) line 42—after “managing

agent” insert “or its directors.”
The motion was negatived.
Mr, Chairman: The ‘quest.ion is:
Page 171, line 40—
for “accorded” substitute “refused”.

The motion was negatived.
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Mr, Chairman: The question is:

Page 171, line 43—after “company”
insert “by special resolution”.

The motion was negatived.
Mr. Chairman: The question is:
Page 172—Omit lines 1 to 12.

The motion was negatived.
Mr. Chairman: The question Is:

Page 172—for lines 1 and 2 sub-
stitute:

“(b) unless the Central Gov-
ernment have not refused such
appointment or reappointment
under sub-section (2).”

The motion was negatived.

Mr, Chairman: The question is:
Page 172—for lines 1 and 2, sub-
stitute:

“(b) unless the Central Gov-
ernment have disapproved such
appointment or reappointment
for reasons mentioned in sec-
tions 266 and 273 relating to
directors as if the partners of
the managing agency were direc-
tors.” '

The motion was negatived.
Mr. Chairman: The question is:
Page 172—

after line 2, add:

“(e) unless the approval of the
Central Government is obtained
as to the appointment of the
directors on the ground that they
conform to the qualifications as
may be laid down by the Central
Government for such directors
provided however the Central
Government may lay down diffe-
rent gualifications for the directors
of the managing agent dealing
in different types of industries.”

The motion was negatived.
Mr. Bhnlrma{n: The guestion is:
Page 172—
omit lines 3 to 12.

The motion was negatived. .
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Mr. Chairman: The question is:

Page 172, line 3—

for “accord” substitute “refuse”.
The motign was negatived.

Mr. Chairman: The question is:

Page 172, line 5—

for “against” substitute “in".
The motion was negatived.

Mr. Chairman: The question is:

Page 172, line 6—after “managing
agent” gdd “and".
The motion was negatived.
Mr, Chairman: The gquestion is:
L]

Page 172, line T7—after “proposed

is" insert “not".
The motion was negatived.
Mr. Chairman: The question is:
Page 172—omit lines 11 and 12.
The motion was negatived.

Mr. Chairman: The question is:

“That clause 325 stand part of
the Bill.”

The motion was adopted.
Clause 325 was added to the Bill.

Shri M, C, Shah: We have accept-
ed amendment No. 933 in a modifled
form. The modified version was read
out to the House.

Mr. Chairman: I shall now put
amendment No. 933 to clause 326 imn
the modified form.

~—The gquestion is:

Page 172—
(i) line 15, omit “and”,
(ii) Line 17, add at the end “and”,

(iii) after line 17, add:

“(c) a private company which
is not a subsidiary of a public
company, unless the Central Gov-
ernment, by general or special
order, specifically exempt the

_/ private company.”

The motion was adopted.
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Mr, “Chairman: The question is:
“That clause 326, as amended
stand part of the Bill"
The motion was adopted.
Clause 328, as amended, was added to
the Bill

Mr. Chairman: Clause 327. Amend-
ment No. 103. The gquestion is:

Page 172, line 23—jor “fifteen
years" substitute “ten years".

The motion was negatived.
Mr, Chairman: Amendments Nos,
935 and 1001 are exactly the same
as No. ]03 just negatived. They are

therefore barred. Now amendment
No. 934.

The question is:

Page 172, line 23—for ‘“fifteen
years” substitute “five years."

The motion was negatived.
Mr. Chairman: The question is:

Page 172, line 25— for “ten years”
substitute “five years.”

The motion was negatived.

Mr, Chairman; Amendment No.
936 being the same as No, 104 is
barred. Now amendment 1002.

The question is:

Page 172, line 25—

for “ten years”
years.”

substitute “four

The motion was ived.

Mr. Chairman: The question is:

Page 172, line 27—for ‘“two years”
substitute “one year”.

The motion was negatived.

Mr. Chairman: The question is:
Page 172, line 42—omit “entire”.

The motion was negatived.
Mr. Chairman: The question is:

Page 172, line 43—for “is made”
substitute:
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“is in excess of the terms laid
down in sub-section (1) above.”

The motion was negatived.

Mr. Chairman: The question is:
Page 172, line 43—add at the end:

“and lizbilities incurred during
the entire term shall not be en-
forceable in law."

The motion was negatived.
Mr. Chairman: The question is:

“That clause 327 stand part of
the Bill.”

The motion was adopted.
Clause 327 was added to the Bill.

Mr. Chairman: Clause 328, The
question is:

Pages: 172 and 173—
for clause 328, substitute:

“328. The terms of the manag-
ing agency agreement when once
approved by the general meeting
of the company while appointing
or reappointing them and approv-
ed by the Central Government,
shall not be varied during the
term of the agreement unless
by mutual consent of the r—anag-
ing agent and the company.”

The motion was negatived.
Mr. Chairman: The gquestion is:
“That clause 328 stand part or
the Bill.”
The motion was adopted.
Clause 328 was added to the Bill

Shri Kamath: There is an amend-
ment, No. 973, lor a new clause,
clause 328A. We want to divide on
that.

Mr. Chairman: Yes, it will be held
over,

Shri M, C. Shah: There is a Gov-
ernment amendment No. 471 to clause
320 which we would like to withdraw
with the permission of the House.

The amendment was, by leave, with-
drawn.
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Mr. Chairman: There is another
amendment No. 234 which will be
deferred. I shall now put the other
amendments, Nos, 904 and 839 +to
the vote of the House,

The question is:

Page 173, lines 10 to 12—

omit “unless before that date he
is re-appointed for a fresh term
in accordance with any provision
contained in this Act”

The motion was negatived.
Mr. Chairman: The question is:
Page 173—after line 12, add:

“(2) This section shall mnot
apply to companies where, in the
opinion of the Central Govern-
ment or on enquiry at the de-
mand of the managing agent of
companies, the Government finds
that the managing agent has been
working satisfactorily and is
likely to achieve optimum condi-
tions conformable to the provi-
sions of the Act before its term
of office expires or before the
15th August, 1960, as the case
may be”

The motion was negatived.

Mr. Chairman: Clause 330. The
question is:

Page 173—
omit lines 19 to 24.
The motion was adopted.

Mr. Chairman: Amendment No. 206
s the same as amendment No 2
which has been adopted.

The question is:

“That clause 330, as amended,

Stand part of the Bill”

The motion was adopted.

Clause 330, as’ ded, was
to the Bill.

I ded

Mr. Chairman: Now clause 331. The
question is:
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Page 173, line 29—
for “1980" substitute “1958".
The motion was negatived.
Mr. Chairman: The gquestion is:

Page 173, line 30—for “ten com-
panies” substitute “five companies.”

The motion was negatived.

Mr. Chairman: Amendment No.

1003 is the same as amendment No,

808. I shall therefore put to the vote
of the House other amendments,

The question is:
Page 173—after line 30 insert:

“Provided that a person hold-
ing office as managing agent in
more than 10 companies as on
15th August, 1965 shall not be
required to reduce his managing
agency to 10 companies.”

The motion was negatived.,
Mr, Chairman: The question is:
Page 173—after line cJ insert:

“Provided that if any person
holds office at the same time as
the managing agent of more
than one company, the number
of the companies shall be such
that the block capital of such
companies shall not in the aggre-
gate exceed five crores of
rupees.”

The motion was negatived.

Mr. Chairman: The question ‘-:
Page 173—after line 30 insert:

“Provided that if any person
holds office at the same time as
the managing agent of more
than one company, the number
of the companies shall be such
that the block capital of sueh
companies shall not in the
aggregate exceed ten crores of
mm_»

The motion was negatived. -
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Mr. Chairman: The question is:
Page 173, line 35—for “ten” sub-
stitute “five”.

The wmotion was negatived.

Mr. Chairman: The question is:

Page 173, line 35—after
ber” insert:

“num-

exceeding five the block capital
of which does in the aggregate
exceed five crores of rupees”.

The motion was negatived.
Mr. CHairman: The question is:

In the amendment, printed as No.
912—for “five crores”  substitute
“ten crores”.

The motion was negatived.
Mr. Chairman: The question is:
Page 173—after line 35, add:

“(2A) In the case of the manag-
ing agents working at the com-
mencement of this Aect, number
of companies managing will be
calculated on the basis of the
companies such managing agents

were managing on the 1st April,
1953."

The motion was negatived.

Mr. Chairman: The question is:
Page 173—omit lines 39 and 40.
The motion was negatived.
Mr. Chairman: The question is:
Page 173, lines 39 and 40—for
“which iz neither a subsidiary nor
a holding company of a public com-
pany” substitute “if it is exempted
by the Central YGovernment.”
The motion was negotived,
Mr. Chairman: The question is:

Page 174, line 8—for “one thou-
sand rupees” substitute “one hund-
red rupees.”

The motion was negatived.
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Mr. Chairman: The question is:

“That clause 331 stand part of
the Bill”

The motion was adopted.
Clause 331 was added to the Bill.
Mr. Chairman: The gquestion is:

“That clauses 332 and 333
stand part of the Bill”

The motion was adopted.

Clauses 332 and 333 were added to the
Bill.

Mr, Chairman: There is amend-
ment No, 939 for a new clause.

Shri K. K. Basu: We want to
divide on that.

Mr. Chairman: Yes, it is deferred.
Mr, Chairman: The question is:

“That clause 334 stand part
of the Bill”.

The motion was adopted.
Clause 334 was added to the Bill

Mr. Chairman: Clause 335. I shall
now put all the amendments to this
clause to the vote of the House.

The guestion is:
Page 175—
for lines 15 to 17 substitute:

“is convicted by a court in India
of any offence under this Aect or
under the Indian Companies Act
of 1936 or of any offence involv-
ing moral turpitude”.

The motion was negatived.
Mr. Chairman: The question is:
Page 175, line 16—
after “offence” insert:

“involving moral turpitude and
a non-bailable one”.

The motion was negatived.
Mr. Chairman: The.‘ question is:

Page 175, line 16—

after ‘“offence” inseri “involving
moral turpitude”.

The motion was negatived.
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Mr, Chairman: The question is:
Page 175, line 17—

for “six months” substitute ‘“two
years”.

The motion was negatived.
Mr. Chairman: The question is:
Page 175, line 17—
add at the end:

“for an offence which involves
moral turpitude”.

The motion was negatived.

Mr. Chairman: The question is:

“That clause 335 stand part of the
BilL” -

The motion was adopted.
Clause 335 was added to the Bill.

Mr. Chairman: Clause 338. The

question is: |

Page 175— e |
omit lines 21 to 24.

The motioﬁ was negatived.
Mr. Chairman: The question is:
Page 175, line 24—
add at the end:

“if a court of law, whether in
or outside India, finds such fraud
or breach of trust to have been
duly established.”

The motion was negatived.
Mr. Chairman: The question is:
Page 175, lines 26 and 27—

for “any other body corporate”
substitute:
“the co or of any subsi-
diary or hol company there-

of or of any other body corpo-
rate”,

The motion was negatived.
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Mr. Chairman: The question is:
Page 175—

omit lines 30 to 34.

The motion was negatived.
Mr. Chairman: The question is:

Page 175, lines 33 and 34—

for “is guilty of any such fraud
or breach of trust as is referred to
in clause (i), substitute:

“has been proved in a Court of
law to be guilty of any such
fraud or breach of trust referred
to in clause (ii).". .

The motion was negatived.

Mr. Chairman: The question is:

“That clause 336 stand part of the
Bill.”

The motion was adopted.
Clause 336 was added to the Bill

Mr. Chairman: Clause 337. The
question is:

Page 175—
for clause 337, substitute:

“337. Removal for gross negli-
gence or mismanagement.—(1) A
company in general meeting may
by special resolution refer, on the
basis of gross negligence in or
for gross mismanagement of the
affairs of the company or of any
subsidiary thereof, the case of the
managing agent to the court for
adjudication of the allegations on
which such gross negligence of
gross mismanagement is founded
and in case the court finds the
same established, may remove the
managing agent from office.

(2) Any such finding by the
court shall be open to appeal to
the Court to which appeals ordi-
narily lie from convicfion by the
Court.”

The motion was negatived.
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Mr. Chairman: The questlon is:
Page 175, line 37—
for “Special resolution” substitute
“resolution”.
The motion was negatived.
Mr. Chairman: Amendment No. 941

is the same as amendment No. 917
just negatived.

The guestion is:

“That clause 337 stand part of the
Bill.”

The motion was adopted.
Clause 337 was added to the Bill.

Mr. Chairman: The question is:

“That clause 338 stand part of the
Bill.”

The motion was negatived.
Clause 338 was added to the Bill.
Mr. Chairman: Clause 339. The

question is;
Page 176—
(i) line 21,

for “seven days" substitute “fifteen
days”

(ii) line 23,
for “seven days” substitute “fifteen
days”.
The motion was negatived.
Mr. Chairman: The question is:
“That clause 339 stand part of the
Bill.”
The motion was adopted.
Clause 339 was added to the Bill.
Mr. Chairman: The guestion is:

“That clause 340 stand part of the
Bill”

The motion was adopted.
Clause 340 was added to the Bill.

Mr. Chairman: There is an amend-
ment to clause 341.

The question is:
Page 177, line 25—

after “mentioned above” insert;
“any representation made by the
managing agent”.
The motion was negatived.
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The question is:
“That clause 341 stand part of the
BilL”
The motion was adopted.
Clause 341 was added to the Bill.
Mr. Chairman: The question is:

“That clause 342 stand part of the
Bill.”

The motion was adopted.
Clause 342 was added to the Bill.

Mr. Chairman: Clause 343. The
question is:

Page 177, line 38,
after “a company” insert:

“other than a private company
which is not a subsidiary of a
public company".

The motion was adopted.
Mr. Chairman: The question is:

“That clause 343, as amended, stand
part of the Bill”

The motion was adopted.

Clause 343, as amended, was added to
the Bill.

Mr. Chairman: Clause 344. The
question is:

Pages 177 and 178—

Renumber clause 344 as sub-clause
(1) of that clause and add the follow-
ing sub-clause as sub-clause (2) of
that clause:

“(2) The provisions of sub-sec-
tion (1) shall not apply to a pri-
vate company \\:hich is not a sub-
sidiary of a public company.”

The motion was adopted.

Mr. Chairman: I now put the other
amendments to vote.

The question is: K
Page 178, line 3—

for “accord” substitute “yrithhold”.

The motion was negatived.
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Mr. Chairman: The question is:
Page 178, lines 3 and 4—
after “such person is” insert “not”.
The motion was negatived.
Mr. Chairman: The question is:
“That clause 344, as amended, stand
part of the Bill.”
The motion was adopted.

Clause 344, as amended, was added to
the Bill

Mr. Chairman: Clause 345. The
question is:

Page 178, line 14—

after “as the Central Government
may” insert *“(Whether before or
after the expiry of the six months)”.

The motion was adopted.

Mr. Chairman: The question is:
Page 178, lines 11 and 12—

after “firm or body corporate”
ingert:

“so that the original members
of the firm or body corporate
cease to hold a majority interest
in the firm or body corporate.”.

The motion was negatived.
Mr. Chairman: The question is:
Page 178, line 13—

for “six months” substitute “three
months”,

The motion was negatived.

Mr. Chairman: The question is:
Page 178—

after line 17, insert:

“Provided that such approval
shall not be accorded only in cases
where change of such a nature
has taken place which has affec-
ted or is likely to be affected pre-
judicially the affairs of the com-
pany which is being managed by
the managing agency.”.

The motion was negatived.
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Mr. Chairman: The question is:
Page 178—
omit lines 18 to 28.
The motion was negatived.
Mr. Chairman: The question is:
Page 178, line 26—
after “ownership of shares” insert:
“to the extent of twenty per-
cent of the shareholdings”.
The motion was negatived.
Mr. Chairman: The question is:
Page 178, line 36—

for “Provided that no suci} notifica-
tion” substitute “(3) No such notifi-
cation”.
The motion was negatived.
Mr. Chairman: The question is:
“That clause 345, as amended stand
part of the Bill.”

The motion was adopted.
Clause 345, as amended, was added to
the Bill.

Mr. Chairman: The question is:
“That clause 346 stand part of the
Bm-"
The motion was adopted.
Clause 346 was added to the Bill.
Myr. Chairman: Clause 347: The
question is:
Page 179, lines 28 and 29—

omit “Save as otherwise expressly
provided in this Act,”.

The motion was, negatived.

Mr. Chairman: The question is:
Page 179, line 33—

for “ten per cent” substitute “five
per cent”.

The motion was negatived.
Mr. Chairman: The question is:
Page 179, line 33—

for “ten per cent” substitute “six
per cen M.
The motion was negatived.

Mr. Chairman: Now Government
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amendment No, 665. The question is:
Page 179, line 33,

for “annual net profits of the

company” substitute “net profits

of the company for that financial

year”.

The motion was adopted.

Mr, Chairman: The question is:
Page 179—

line 33, add at the end:

“upto 20 lakhs and for every 10
lakhs above that, the rate should
come down by 1:5 per cent, till
the final rate of remuneration
comes to 5 per cent.”

Thesmotion was negatived.
Mr. Chairman: The question is:

To the amendment printed as
No. 807, add the following pro-
viso:

“Provided that the Central
Government may enforce the
scale of remuneration at the time
of renewing the managing
agency.”

The motion was negatived.
Mr. Chairman: The question is:
“That clause 347, as amended stand
part of the Bill.”

The motion was adopted.

Clause 347, as amended, was added
to the Bill.

Mr. Chairman; Clause 348. The
question is:

Page 179, lines 34 and 35—

for “the net profits of a company
for the purpose of section 347" sub-
stitute:

“for the purpose of section 347,
the net profits of a company in
any financial years”,

The motion was adopted.

Mr. Chairman; I will

now putwv
amendment No. 987.

Shri Kamath: Amendments 987 and |

988 may be put together. We want to
divide on them.

Mr. Chairman: Yes, they will be
%aken up later. I will now put other
amendments to vote. v
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The question is:
Page 179—
for lines 36 to 38, substitute:

“(a) credit shall not be given
for the sums specified in sub-sec-
tion (2) and”.

The motion was negatived.
Mr. Chairman: The question is:
Pages 179 and 130—
omit lines 41 to 44 and 1 and 2 res-
pectively.
The motion was negatived.
Mr. Chairman: The question is:
Page 180, lines 1 and 2—

for “unless and except in so far
as the Central Government other-
wise directs” substitute:

“if it is sanctioned by a special
resolution of the company and
approved by the Central Govern-
ment”.

The motion was negatived.
Mr. Chairman: The question is:
Page 180—
after line 14, insert:

“(e} bounties and subsidies
received from any Government,
or any public authority.constitu-
ted or authorised in this behalf
by any Government, unless and
except so far as the Central Gow-
ernment otherwise directs.”

The motion was negatived.
Mr. Chairman: The question is:
Page 180—
omit lines 23 to 27.
The motion was negatived.

Mr, Chairman: The question is:
Page 180—

for lines 23 to 27, q&bstitute:

“(d) any tax payable to the
Central Government, State Gov-
ernment and any local authority™.

The motion was negatived.
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Mr. Chairman: The question is:.
Page 180

ojter line 42, add:

“Provided that no such loss
shall be so taken into account in
determining the remuneration of
< managing agent, as has occurred
during a period in which the com-
pany was not managed by the
managing agent whose remunera-
tion is under consideration.”

The motion was negatived.
Mr. Chairman: The question is:
Page 181—
omit lines 6 to 9.
The motion was negatived,
Mr. Chairman: The question is:
Page 181, lines 8 and 9—

omit “not falling under clauses (d)
and (e) of sub-section 4)”,

The motion was negatived.

Mr. Chairman: The question is:
Page 181, line 12—
edd at the end:

“except when such Ppayments
have to be made because of de-
fault or negligence of the manag-
ing agent.”

The motion was negatived.

Mr. Chairman: Clause 349 The
question is:

Page 181, line 17—
add at the end:

“for the financial yvear for
which the net profits are to be
computed”,

The motion was adopted.
Mr. Chairma#: The question is:
Page 181, line 18—
omit “not”.

. The motion was negatived.
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Mr. Chairman: Now Government

amendment No. 668. The question is:
Page 181, lines 18 and 19—

after “depreciation” insert “or
any development rebate”.

The motion was adopted.
Mr. Chairman: The question is:
Page 181, line 18—
omit “initial.”
The motion was negatived.
Mr. Chairman: The question is:
Page 181, line 20— !
omit “not”.
The motion was negatived.
Mr. Chairman: The question is:
Page 181—
omit lines 21 to 25.
The motion was negatived.

Mr. Chairman: Amendment No. 851
is the same as 852 which has been
negatived just now.

The question is:

“That clause 349, as amended,
stand part of the Bill”

The motion was édogted,

Clause 349, as amended, was added to
the Bill.

Mr. Chairman: The question is:

“That clause 350 stand part of
the Bill.”

The motion was adopted.

Clause 350 was added to the Bill,

Mr. Chairman: Clause 351. The
question is:

Page 181, line 40—
for “the limit specified in sectiqn
347" substitute “the limits speci-
fied in sections 197 and 347",

The motion was adopted.
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Mr. Chairman: I will now put all
ne other amendments.
The question is:
page 181, line 42—

for “by a special resolution of the
ompany” substitute:

“by a resolution passed by the
company in general meeting with
the assent of every member pre-
sent,”

The motion was negatived.
Mr, Chairman: The question is:
Page 181, line 42—
after “cdmpany” insert:

“adopted with the consent of
all the members present”.

The motion was negatived.
Mr. Chairman: The question is:
Page 181, line 43—
omit “as being in the

terest”.

The motion was negati

Mr. Chairman: The question is:
Page 181, line 43—
add at the end:
“gfter giving the shareholders
an opportunity of being heard”.
The motion was negatived.
Mr. Chairman: The question is:
“That clause 351, as amended, stand
part of the Bill.”
The motion was adopted.

Clause 351, as amended, was added to
the Bill.

Mr. Chairman: Clause 352.

Shri C. D. Deshmukh: The whole
clause has to be deleted. So, the
clause itself may be put to vote direct.

Mr. Chairman: The question is:

“That clause 352 stand part of the
BilL.”

The motion was negatived.

public in-

r]
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Mr. Chairman: Clause 353. The
question is:

Page 182, line 13—
omit “shall not become due, and”
The motion was adopted.
Mr. Chairman: The question is:
Page 182, line 15—

add at the end “and
portionable™.

The motion was negatived.

shall be ap-

Mr. Chairman: The question is:

“That clause 353, as amended, stand
part of the Bill.”

The motion was adopted.

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

Mr. Chairman: Clause 354. The
question is:

Page 182, line 26—
for “or” substitute “and”.
The motion was negatived.
Mr, Chairman: The question is:

“That clause 354 stand part of the
BilL”

The motion was adopted.
Clause 354 was added to the Bill.

Mr. Chairman: Clause 355. The
question is:

Page 182, line 30—
for “unless it is a subsidiary or
a public company” substitute “if
exempted by the Central Govern-
ment for reas.ns recorded in writ-
ing”.
The motion was negatived.
Mr. Chairman: The question is:
“That clause 355 stand part of the
Bmll

The motion was &dopted.
Clause 355 was added to the Bill.

*In clause 353, line 17, the word and .. figures “Section 352", were substi-

tuted by the word and figures “Section 198", as patent error

direction of the Speaker,

under the
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Mr. Chairman: clause 356. The
question is:

Page 182, lines 35 to 37—
omit “if the sales are made
from the premises at which they
are produced or from the head

office of the managing agent or
from any other place in India”.

The motion was negatived.

Mr. Chairman: The question is:
Page 182, line 37—
omit “other”.
The motion was adopted.
Mr. Chairman: The question is:
Pages 182 and 183—

omit lines 38 to 48 and 1 to 15 res-
pectively.

The motion was negatived.
Mr. Chairman: The question is:
Pages 182 and 183—

omit lines 38 to 48 and 1 to 3 res-
pectively.

The motion was negatived.
Mr. Chairman: The question is:
Page 182, line 39—

after “any place outside India”
insert “not being a place specified in
sub-section (1)”.

The motion was adopted.
Mr. Chairman: The question is:
Page 182—
omit lines 42 to 4.
The motion was negatived.
Mr. Chairman: The question is:
Page 183— '
after line 3, add:

“provided, however, the Central
Government on the application
of any member of the company
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or of its own motion, may enquire
into the justification of the pay-
ment of the whole or the remune-
ra_tion paid or payable and may
disallow any sum, in whole or in
part, notwithstanding any agree-
ment or resclution of the company
thereon.”

The motion was negatived.
Mr. Chatrman: The question is:

Page 183—

(i) line 5,

for “five years” substitute “three
years"”.

(ii) line 6, *

for “five years” substitute “three
years”.

The motion was neg d
Mr. Chalrman: The question is:
Page 183—

for lines 8 and 9, substitute:

“provided that such renewal
shall not be effective earlier than
one year from the date on which
it is to come into force.”

The motion was adopted.

Mr. Chairman: The question is:
“That clause 356, as amended, stand
part of the Bill"

The motion was adopted.
Clause 356, as amended, was added to
the Bill.

2 PM.
Mr, Chairman: The question is:
“That clause 357 stand part of the
Bill."”

The motion was adopted.
Clause 357 was added to the Bill.
Mr. Chalrman: Clause 358. The

question is:

Page 183, lines 33 to 35—

omit “if the managing agent or

associate maintains an office at
such place for his own business,
that is to say, for a business not
connected withi that of the com-
pany”.

The motion was negatived.
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Mr. Chalrman: The question is:
Page 183, lines 83 and 34—
for “maintains an officé at such
place for his own business” sub-
stitute:
“maintains an office at such

place not only for such purchase
but also for his own business”.

The motion was adopted.
Mr. Chairman: The question is:

Page 183—
omit lines 40 to 42.

The wotion was negatived.
Mr. Chairman: The question is:
Page 184—
after line 2, add:

“Provided that the remuneration
in no case exceeds five per cent
of the purchase price of goods.”

The motion was negatived.
Mr. Chairman: The question is:
Page 184—
omit lines 3 to 12.
The motion was negatived.
Mr, Chairman: The question is:
Page 184, lines 6 to 89—

omit “the amount of the pur-
chases likely to be made by the
office in each year on behalf of
the company and the proportion
which such amount will bear to
the total amount of the purchases
made by the office”.

The motion was adopted.
Mr. Chairman: The question is:
Page 184—
after line 12, add:

“Provided that the details of
the office maintained by the
managing agent outside India in-
cluding its nature, purpose, main-
tenance cost, the proportion of
the expenses that may be reason-
ably attributed to the work done
on behalf of the company and the
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basis of the calculation thereof
‘is submitted in writing and cer-
tified to be correct by the manag-
ing agent.”
The motion was negatived.
Mr. Chairman: The question is:
Page 184—
(i) line 14,
for “three years” substitute “one
year”
(ii) line 15, |
for “three years” substitute “dne
year”
The motion was negatived.
Mr. Chairman: The question is:
“That clause 358, as amended, stand
part of the BillL"
The motion was adopted.
Clause 358, as amended®, was added
to the Bill.

Mr. Chairman: The question is:
“That clause 3589 stand part of the
Bm!|

The motion was adopted.
Clause 359 was added to the Bill.

Mr. Chairman: I shall put amend-
ment No. 677 to clause 360.

The question is:
Page 185—

after line 9, add:

“(4) Nothing contained in
clause (a) of sub-section (1)
shall affect any contract or com-
tracts for the sale, purchase or
supply of any property or servi-
ces in which either the company
or the managing agent or asso-
ciate, as the case may be, regu-
larly trades or does business,
provided that the value of such
property and the cost of such
services do not exceed five thou-
sand rupees in the aggregate in
any calendar year comprised in
the period of the contmact or con-
tracts.”

The motion was adopted.

*In sub-clause (2) ot clause 358, line 32, the words “the managing agent”,
were substituted by the words “its 'managl.n_g agent”, as patent error under

the direction of the Speaker.
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Mr. Chairman: I will now put all
the other amendments to clause 360.
The question is:

Page 184, lines 38 and 30—

for “any contract being” substitute
#g]] contracts which may be”

The motion was negatived.

Mr. Chairman: The question is:
Page 184—
after line 46, add:

“(a) be wvalid for a
three years;

(b) provided that each contract
that may be entered into during
the period of three years shall be
made subject to the sanction of
the Board of directors:”

The motion was negatived.
Mr. Chairman: The question is:
Page 185—
after line 6, ingert:

“(2A) A contract as aforesaid
ghall not be made for a term not
exceeding three years but may
be renewed from time to time for
a term not exceeding three years
on each occasion, provided that
such renewal shall be effected

only in the last year of the ex-
ceeding term.”

period of

The motion was negatived.
Mr. Chairman: The question is:
“That clause 360, as amended, stand
part of the Bill”
The motion was adopted.

Clause 360, as amended, was added to
the Bill.

Mr. Chairman: Clause 361. The
question is:
Page 185—

(i) line 11,

for “ist 1darch, 1958"
“1st March, 1956”

(ii) line 186,
for “1958" substitute “1956”
The motion was negatived.

substiture
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Mr. Chairman: The question is:
Page 185— -
(i) line 11,

for “lst March, 19587 substitute —ist
March, 1957”7

(ii) line 16,
for “1958" substitute “1957".
The motion was negatived.

Mr. Chairman: The question is:
Page 185, lines 15 and 16—

for “on the first day of March, 1958"
substitute: N

“gn the day succeeding the date
of such commencement”.

The motion was negatived.

Mr. Chairman: The question is:
“That clause 361 stand part of the
Bill.”

The motion was adopted.
Clause 361 was added to the Bill.
Mr. Chairman: The question is:
“That clause 362 stand part of the

Bill.”

The motion was adopted.

Clause 362 was added to the Bill

Mr. Chairman: I will now put
amendment No. 992 to clause 363.

Shri Kamath: We want to divide
_on this amendment.

Mr. Chairman: So, this will be held
over and, therefore, clause 363 is also
held over.

The question is:

“That clause 364 stand part of the
Bill.”

The motion was adopted.
Clause 364 was added to the Bill.
Mr. Chairman: I will now put

amendment No. 993 to clause 365.

Shri Kamath: We want to divide on
this amendment also.
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Mr. Chairman: This also will be
held over. Clause 365 is therefore
held over.

1 will now put the amendments to
clause 366.

Page 186, line 32—
for “three years” substitute
“one year”.
The motion was negatived.
Mr. Chairman: The question is:

Page 186, line 32 and wherever it oc-
curs in this clause,

for “thrpe years” substitute
“gne year”.
The motion was negatived.
Mr. Chairman: The question s

Page 186, line 32 and wherever it oc-
curs in this clause,

for “three years” substitute
“two years”.

The motion was negatived.
Mr. Chairman: The question is:

“That clause 366 stand part of the
Bill.”

The motion was adopted.
Clause 3668 was added to the Bill.

Mr. Chairman: I will now put
amendment No. 859 for insertion of a
new clause 366A.

The question is:
Page 186—
after line 44, insert:

“366A. Damages for wrongful termi-
nation of office—

(1) HNothing contained in sec-
tions 365 and 366 shall prejuaice
or restrict the right of a manag-
ing agent who has been wrong-
fully dismissed or whose office
has been wrongfully terminated,
to claim damages from the com-
pany in a Court of Law.
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(2) No payment shall be made
by a company, by a way of
damages, to its managing agent
for wrongful dismissal or wrong-
ful termination of office, unless a
Court of Law has held either tnat
the dismissal or termination was
wrongful or that the payment
proposed and the amount thereof
are reasonable in all the circum-
stances of the case.”

Mr. Chairman: The question is:

“That clause 367 stand part of
the Bill.”

The motion was adopted.

Clause 367 was added to the Bill.

" Shri C. C. Shah: Clause 197 stood
over. It can now be voted upon. It
stood over until clouse 347 was decid-
ed upon.

Shri K. K. Basu: Let us have it at
2-30 along with the others.

Clauses 368 to' 388

Mr, Chairman: The House will
now take up clauses 368 to 388 for
which 3¢ hours have been allocated.
This would mean that these clauses
will be disposed of by 5-36 pm
today.

Shri Tulsidas: I think it will go up
to 6 o’clock.

Mr. Chairman: Let us provisionally
put it at 5-36 now. Hon, Members
who wish to move their amendments
to these clauses will kindly hand over
the numbers of their amendments,
specifying the clauses to which they
relate, to the Secretary at the Table
within fifteen minutes,

Shri C, D. Deshmukh: The amend-
ments which stand against my name
are in respect of clauses 372, 386 and
388,

The first amendment is No. 678 to
clause 372. This is intended to make
the meaning quite clear. If a director
by reason of his being interested in
the subject matter of = resolution
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cannot vote on it, his consent cannot
obviously be necessary because he
was present at #he meeting. The
amendment thus merely removes o
discrepancy which might create a
certam amount of confusion,

The next amendment is No, 679 to
the same clause. Clause 285 (1), as
amended by the Select Committee,
provides for the service of notice of
every meeting of the board of direc-
tors to every director. In the case
of a director’s absence from India,
the notice has to be given at his
usual address. There is, therefore, no
need to provide again 1n clause
372 (4) for giving notice of a meet-
g to every durector if it is made
clear that notice of the resolution to
be moved at the meeting must be
given to every director. To avoid
discrepancy between the two clauses,
one of which refers to the registered
address and the other to the usual
address of an absent director, it is
destrable to provide for the giving of
the notice or the resolution in the
manner spectned in section 2Bb.

As regards clause 386, there are tw>
amendments. Une is amendment
No. 865. Tms addition is for the same
addition made earlier to clause 315.
Under clause 315, Government pro-
pose to take power to permit a com-
mon managing director when the com-
panies are functioning as a single unit
as 1t would be desirable that the com-
panies should have a common manag-
ing director Likewise, this amend-
ment makeg a similar relaxation in
e case of companies functioning as
a single unit and permits of Govern-
ment appointing a common manager
for such companies although they may
‘be more than two in number,

The other amendment is No. 680 and
it gives effect merely to the inten-
tion. The ompssion of the provision
such as is contained in the new sub-
clause (4) maxeg an error. In this
connection, a comparison is invited to
clauses 314 and 315.
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Then I go to clause 388 which is
sought to be amended by amendment
No. t8l. The increase in the remu-
neration of directors requires the
prior approval of the Government
according to clauses 309 and 310. It
is considered necessary there should
be smmilar provisions in respect of the
remuneration of the manager also as
defind in clause 224; that is to say
that the consent of the Central Gov-
ernment should be abtained before
the remuneration of the manager is
increased. This will prevent subter-
fuges to defeat the provisions of the
Bill. The object of the amendment is
to make it obligatory for a company to
obtain the prior sanction of the Gov-
ernment before the madhagers re-
muneration is increased by a com-
pany.

Shri N, C. Chatterjee (Hooghly): I
have got an amendment to the amend-
ment moved by the hon. Finance
Minister—No 1105 to clause 388. I
have moved that in the amendment
proposed by the hon. Finance Minis-
ter which is printed as No. 681 in List
No. 39, the words “sections 309 and
310" be deleted. For sections 309,
310, 311 and 316, I want to substitute
sections 311 and 316 and for sections
309, 310 and 311, I want to substitute
section 316.

Mr, Chairman: You want to elimi-
nate two clauses

Shri N, C. Chatterjee: Yes Sir, If
you look at page 194, the clause as it
stands says that the provisions of
section 311 shall apply in relation to
a manager of a company as they
apply in relation to a director thereof.
He wants to enlarge the ambit of this
clause by putting in clauses 309 and
311. If you look at them clause 309
says that increase in any remunera:ion
would require Government sanction.
in the case of a public company or a
private company which is a subsidiary
of a public company, an amendment
of any provision relating to the re-
muneration of a managing director or
any other director must require the
sanction of the Government. If you
look at 310, increase In remuneration

[t
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of a managing director on re-
appointment or appointment after
the Act must get Government
sanction. I~ this really necessary?
You have got clause 387 which
fixes a maximum. The manager of
a company may receive remuneration
either by way of monthly payment or
by way of a specified percentage not
exceeding five per cent, of the net
profits of the company. We have
fixed a ceiling. Iz this amendment
necessary? You have got a manager
geting Rs. 500 and you transfer him to
another place; the business of a Bom-
bay company may expand and you
transfer the manager to Calcutta, He
has to go away to Calcutta and live
there fgr some time. Supposing for
that purpose an additional allowance
of Rs. 100 or even Rs, 50 is given, they
have got to apply to the Government
for sanction. I do not think that it
will be really proper and this may
hamper too much the working. I do
not like the Government or the de-
partment concerned to be bothered
too much by this kind of applications
for sanction even when there i1s an
increase nf Rs, 50 or when there is
any Increase, especially when the
Parliament has fixed a ceiling that it
shall not exceed tive per cent of the
net profits.

Mr, Chairman: The other celllng
also applies.

Shri N. C. Chatterjee: That is
right. The other ceiling also applies.
I would therefore submit to the
Finance Minister’s consideration this
point. Is it really feasible that every
time when there is to be an increase
of Rs. 10 or Rs. 15 in the remunera-
tlon of an employee they should be
compelled to approach the UGovern-
ment for the purpose of getting sanc-
tion. The word ‘remuneratron’ is
used here. Even if there is an allow-
ance given for a particular type of
work that -means an addition to the
remuneration. A man is getting
Rs. 700 and you are giving Rs. 100
extra allowance for going out of his
State and for supervising certa!n parts
outside the particular zone where
the registered office is situated. Ewen
then would you ask them 1o come

»
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to the Government for prior sanction?
I think it is not really necessary.
‘What was originally done by the Joint
Committee was quite fair and the
ceilings have been fixed. I doubt the
necessity of driving them to the Gov-
ernment for sanction and dancing in
Delhi commng up to the department
and trying to get the approval. Most
probably some Under Secretary or
some Superintendent will do it; you
cannot expect a Min'ster to be bother-
ed with all these little things, It really
means that somebody else will have
to do it and it is not proper or feasl-
ble to drive them to do it

Shri K, K. Basu: In this group,
quite a number of amendments have
been moved. So far as Government
are concerned, they have already got
them. The most imporiant part is
the one relating to the loans to mana-
ging agents. We have tabled an
amendment—No. 962—to clause 369
for the omission of lines 34 to 39. This
sub-clause which we seek to delete
suys.

“Nothing contained in sub-sec-
tion (1) or section 294 shall
apply to apy credit given by the
company to its managing agent
for the purposes of facilitating
the company's business and held
by such agent in his own name
in one cr more current accouats,
subject to limits previously
approved by the directors of the
company and on no account ex-
ceeding twenty thousand rupees
in the aggregate.”

We have already givem the argu-
ments quite elaborately when we dis-
cussed about the loans given by the
managing agents. We do not want to
repeat the arguments. This is to
serve as a check on the action of the
managing agent which we think will
improve the behaviour of the manag-
ing agents even if they are allowed
to function.

In clause 370 we ﬂave moved an
amendment—No. 963, Clause 370
says “No COMPENY.......--: shall
make any loan or give any guarantee
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or provide any security.....”It goes
on and then it says:

“unless the making of such
loan, the giving of such guarantee
or the provision of such security
has been previously authorised by
a special resolution of the lending
compan’.‘n

We want to delete this provision
because by this method the managing
funds can utilise the funds of one
managed company for the other
managed company. They may uti-
lise that fund for some other pur-
pose. This of course is there in the
evidence and I need not repeat it.
A good deal has been said about this
in the documents placed before the
House and those who are interested
in the Company Law must have either
read the evidences tendered before the
Bhabha Committee or the numerous
voluminous documents that have been
supplied to us. Therefore, to put a
stop to such practices we want the
abolition of that particular provision.
This special resolution has no mean-
ing. We know wvery well and it has
been said a number of times over
and over again that it is the manag-
ing agerfis who usually control the
block shares and it is not very diffi-
cult for them on many occasions to
get the resolution passed.

With regard to clause 372, our
general proposition is that we wan:
to reduce the figures from 10 per cenr.
to 5 per cent. and from 20 per cenrt
to 10 per cent. From the Rgeneral
discussion we could gather that the
majority party is of the view as given
in thig clause with regard to the pur-
chase of shares by the company or
companies in the same group, and the
provision in this Bill is going to be
accepted. Naturally, they have the
majority and so their decision or will
will prevail. Therefore, by this
amendment we have tried to put a
check on it whatever extent we
can by reducing the figures from 10
per cent. to 5 per cent. and from 20
per cent. to 10 per cent.
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Now, I come to clause 375—manag-
ing agent not to engage in business
competing with business of managed
company. It says:

“A managing agent shall not
engage on his own account in any
business which is of the same
nature as, and directly competes
with, the business carried on by
a company of which he is the
managing agent or by a sub-
sidiary of such company, unless
such company by special resolu-
tion permits him to do so.”

Then it goes on to say:

-

“(b) a private company at any
general meeting of which not
less than twenty per cent. of the
total voting power may be exer-
cised or controlled...... ",

We have known of very big indus-
trial houses or managing agency
firms; in private companies or even in
public companies that the persons
mentioned here may belong to a parti-
cular family or group of people.
They have quite an influential posi.
tion in the economic set-up of our
country, and, therefore, it is necessary
that even in the case of private com-
panies this provision of 20 per cent.
must be reduced. We want to reduce
it so that we may be able to bring
in a larger section of private com-
panies within the provision of this
particular clause. Figures have been
given yesterday and a number of
Members have said that nearly 23
to 30 per cent. of our business orga-
nisations are still under the influence
of private companies and, naturally,
they play a very importan: part In
the economic set up of our country.

Then, the next important provision
is with regard to clause 377 which
deals with restrictions on right of
managing agent to appoint directors.
We have given certain amendments
to this clause to justify the grounds
for appointment of directors. It has
often been said as to who are the
champlons of managing agents ana
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tw which, to some extent—I should
say, to a large exten.—the Finance
Minister has also contributed. It has
been said that those managing agents
have a skill by which they—about 10
families or say 200 or 300 people In
the whole country—have a monopoly
over managing agency. I made the
same point yesterday when I was
referring to the provision with regard
to managing agents. If you scan the
list that has been supplied to us or
go through some of the books where
we get the names of directors of
managing agency firms you will find
that there are persons, who, I do not
know for what reasons, are consider-
ed to be.qualiﬁecl to be directors.
Yesterday I said about an Indian
Civil Service Member all of a-sudden
becoming a director of a managing
agency fArm and conirolling 20 to 60
firms. There may be persons who do
not have a <ood practice in the bar
and they become Ministers and after
retiring from ministership they are
vonsidered to be experts in business
affairs. They also become directors
of managing agency firms controlling
25 to 30 firms, I know, Sir, !anded
aristrocrats of Bengal all of a sudden
become directors of managing agency
firms controlling about 30 firms, They
are also considered to be great busi-
ness experts with whatever skill, I
do not know.

Pandit K. C. Sharma: There may
be flashes of genius over-night.

Shri K. K. Basu: As people become
professors of genius over-night. Simi-
larly, these people who are all duds
all of a sudden get intelligence; I do
not know. They were landed aristro-
cratg and big zamindars. All of a
sudden they become great experts
possessing great skill. I do not want
to scan the nine or ten families
because, as has been said on a num-
ber of occasions, it is not always that
8 big man’s son is also a big man, I
do not want to bring personalities
here. There may be one or two direc-
tors who may, possibly possess some
Skill. Some are experts in changing
books and some may be experts to
influence Ministers by giving them
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khana peena. This is the way these
business houses work. They divide
themselves into groups and these
direciors go to office only for 5 to 10
minutes, They are absent for weeks
and they either rush up to Delhi or
do something by which they make
friendship with officials or the Minis-
ters. You can find them in the
Gymkhana Club or the Chelmsford
Club,

Shri Kamath: Khana peena is part
of their daily business.

Shri K. K. Basu: I have moved this
amendment conceding for the
moment—which I do not do—that
these directors have some skill and
they are supposed to be experts. I
concede for the moment that without
there help business cannot be run.
Therefore, when the State Bank was
organised b~ the Government ] do
not know why a member of the Civil
Service—because they only had busi-
ness experience—was made managing
director.  If we accept this logic we
should have gone over with folded
hands to these nine or ten families,
who have brought forth so many ex-
perts, to give their sons, who are ex-
perts, to rule over the State Bank or
the sieel plants that we are going to
erect; or the Sindri Fertiliser Fac-
tory. I do not know whether the
Government is agreeable to accept .
this proposition because, according to
what has been said, business skill is
only restricted to these people.

As I said, earlier, my amendment
is a very simple amendment. Con-
ceding for the moment tha: -these
directors have some skill t. own
managing agency firms, and manag-
ing agency organisafion being a body
corporate majority of the sharehol-
ders can get a managing agent's son
elected to the board of directors and
thus there is continuity of the manag-
ing agency company—it is not like a
partnership firm wh.ic‘;;_is dissolved
when one partner go my amend-
ment only says that the Government
should also have a right to declare
what should be the qualifications for
a director of a managing agency firm
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who has to run several companies,
‘Now, take the case of Tatas—I do
not mean anything—they are manag-
ing agents for a steel plant, for an
electric supply concern, of a heavy
chemical concern and what not. There-
fore, it is expected that a managing
agency firm like Tatas should have
persons as directors who have some
experience in all these fields. If there
are four directors, there should be
one or two with technieal experience
and one or two with financial experi-
ence. Therefore, I have moved an
amendment that,—if the Government
moves logically about which, of course,
I have no illusion that they won't—
they should have the right ta declare
that the directors of managing agency
firms should have these qualifications
and otherwise they cannot be direc-
tors. Thus it is only to guard against
the evils and to see that the managing
agency—to whom an appeal has been
made that they should behave pro-
perly—really represents the business
skill of our country, that this amend-
ment has been moved. It is only
after taking into consideration their
logic that I have moved this amend-
ment and I hope they will accept it
so far as clause 377 is concerned.
The other amendments are not of a
major character: it is only a question
of reducing the period from one year
. to three months and to some extent
tightening up of the provision.

I come next to the most important
Chapter which has been incorporated
in the Bill by the Joint Committee.
My hon, friend Shri N. C. Chatterjee
said the other day that the most con-
structive approach that has been
made in ithe matter of the managing
agency system is the introduction of
the system of treasurers and secreta-
ries. Of course when we discussed
this subject during the consideration
of the ‘Definitions’ clause, the Finance
Minister camg forward with his ex-
position of the situation: why he
wanted to keep secretaries and trea-
surers and the benefl; that the country
and the industrial world is expected
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to drive out of it. He was not agree-
able to accept our suggestion. I may
in this connection state categorically
that we are definitely of the opinion
that they are none but binamidars
of the managing agents with certain
changes. In our country there are
ever so many binami transactions and
this is only one of them. It is now
a matter of common knowledge that
no section of our community has
benefited from the managing agency
system; therefore, let wus have an-
another system with some modifica-
tions to replace this managing agency.

Pandit K. C. Sharma: What other
alternative do you suggest”

Shri E. K. Basu: Have patience
and hear me fully. Please do not
behave as you behave at party meet-
ings, We are here to discuss.

What perceptible improvement is
the new system of treasurers and
secretaries likely to bring about? If
at all it is necessary to have a system
of corporate management in the indus-
trial field, then, let us evolve a system
without the abuses of the managing
agency system. Of course, I for one
am not in a position to accept the
proposition that without corporate
management, industrialisation of
the country cannot be brought
about. We only know fully well that
in the case of banks and insurance
companies, the wvery same argument
was mooted out. We were threaten-
ed with the possible collapse of the
whole machinery of banking and
insurance. We know the history of
banking and insurance in our country.
In some places they may have gone
into liquidation. That is not because
of the merits of the previous manag-
ing agents, or the faults of the pre-
sent managers. There is no denying
the fact that Indian banking and
Indian insurance have expanded con-
siderably and have been a great force
in the econpmic life of our country.
So, I for one do not accept the theory
that without a corporate form of
management there is very little
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chance of the development of indus.
trial activity. Even today—it may
not be in great numbers—in our
country we have board-managed orga-
nisations and they are running quite
well,

The next question we have to take
into consideration is the influence of
the managing agency sysiem on the
social and economic life of the coun-
try. The managing agenis have un-
duly influence—quite disproportionate-
ly to the service they have rendered
to the community—the economic life
of our country. To do away with it,
Government is trying to put some res-
trictions. Similarly in the case of
secretaries, and treasurers, if you want
to ensure that they do not have any
of the potential vices similar to that
of managing agents, then the first re.
quisite is that they should be debarred
from holding any shares in the manag-
ed companies. Often it is said that
secretaries and treasurers have no
right to appoint directors of the manag-
ed companies, as the managing agents
bave. Naturally the managing agents
have invested some capital; therefore,
they have the right to nomi-
nate their men. Immediately you
allow under the law secretaries
and treasurers to hold some shares
in the managed companies, the
same process will again begin to
operate. When there is no resiriction
on anybody joining a body corporate,
they can buy some shares, if they have
the money, in the concern of which
they are appointed secretaries and
treasurers. Subsequently with block
shares they can surely control the
managed companies, and the same
process of the managing agency sys-
tern will again manifest itself in the
proposed set-up of secretaries and
treasurers. Therefore, I have moved
an amendment to categorically debar
by statute secretaries and treasurers
from holding any share in the manag-
ed companies.

1 am only trylng to answer some
of the points that have been put on
the lines of constructive approach.
In the case of the managing agencies,
we have imposed a limit of ten com-
panies. Without going into the meﬂ!z
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of the question, 1 fail to understand
why Government has come forward
and made a provision here which says
that so far as secretaries and treasu-
rers are concerned there should be no
limit on the number of managed com-
panies. When they have been allowed
to hold shares in managed compames,
as the managing agents have been
doing till now, they can acquire shares
of all the managed companies ot which
they are appointed secretaries and
treasurers. I have, therefore, moved
an amendment to the effect that the
clause which restricts managing agents
from being appointed managing agents
of not more than ten companies should
also be operative in the case of secre-
taries and treasurers.

The most vital point on which a
similar amendment was accepted on
an earlier occasion relates to appoint-
ment of managers. I have moved an
amendment that no insolvent should
be appointed to such posts.

Shri C. D. Deshmukh: What is the
number?

Shri K. K. Basu: I shall give you
later, I have not got three secretaries
to go to the official galleries and get
information.

Shri C. D. Deshmukh: To clause 384
you mean?

Stri K. K. Basu: Yes.

The most important amendment
which I hope the Finance Minister
will accept and the House will accept
is regarding secretaries and treasurers.
If you are keen on establishing a
new set up of industrial management
in the country, if you have 1o give up
the idea that a couple of families are
the repository of all skill in our coun-
try. I have therefore suggested that
Government should prescrihe qualifica-
tions for treasurers and secretaries.
In a body corporate, occe I control 51
per cent. of the shares in a concern,
for all time to come my nominees, My
heirs, continue to have a dominant
share In the atlairs of the company,
Therefore, I say it emphatically and
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sategorically that it should be a firm,
just ag we have for solicitors, auditors,
or even in some cases as in Europe, for
doctors, valuers and the engineers.
Immediately, if one person dies, the
secretary and treasurer system is dis-
solved and a new secretary and trea-
surer company comes into being. In
that case the Government can have a
say on the matter as to the qualifica-
tions needed to run the particular
organisation of secretaries and trea-
surers. Having said that it should be
a firm, the qualification of the persons,
whoever they are, composing it may
be laid down by the Government. For
a steel plant, we require men with
particular gqualifications; for chemi-
cals, we reguire men with ditferent
qualifications, So, I insist that if the
Government is sincere and honesi in its
proposition that new types of indus-
tries and a new type of industrial
management are necessary, and tha:
the secretary and treasurer companies
may be started, whith, according to
them, will be a substituie for the mana-
ging agencies, it is absolutely necessary
that the secretary and treasurer com-
panies should be restricted only to the
partnership firms, and the qualifica-
tions of the persons, whoever they are,
should be laid down. I hope the Gov-
ernment will give its sincere consi-
deration to this particular clause
which, while we were in the defini-
tions, was put off for fuller discussion.
Government have already quoted
many figures about the managing
agencies and how they are to be
controlled. I do not want to go into
the details, but I only say that the
secretary and treasurer system should
be restricted to the persons who are
really skilled in the management of
the firm, and for that the necessary
qualifications should be laid down for
being a partner of the firm.

Shri Kamath: It is time for the quo-
rum bell. The division on the amend-
ments was als/ held over.

Mr, Chairman: The amendments may
be taken up at the end of the discus-
sion now golng om. '
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Shri Kamath: Let us know when
you will take them up.

Mr. Chairman: I think at the end.
The bell is being rung.—Now there is
quroum. The hon. Member, Shri
Asoka Mehta, may start.

Shri Asoka Mehta: I am grateful to
the Finance Minister for the clarifica-
tion he offered this morning. While I
am happy that clarification was offered,
I am afraid I cannot say that I am
satisfied with the clarification that has
been given. But I have no desire to
further analyse whatl he said and if I
try to analyse it 1 would be able to
point out nnce agamn the contradic-
tions and the knots that dontinue to
exist in his thoughts and therefore in
his expressions. But I shall not
labour that point any further.

He gave us this morning a set of
figures, and in the set of figures he
suggested that there are just six mana-
ging agency companies that conirol
between ten and fifteen companies, one
between 20 and 30 and one between
30 and 40 companies. That means, in
all, according to him, there are nine
managing agencies that control more
than ten companies.

Shri C. D. Deshmukh: So far as the
1,720 companies are concerned,

Shri Asoka Mehta: I do not know
what those 1,720 companies were and
on what basis they were selected, but
he also told us that massive statisti-
cal data has been collected. I cannot
claim to have collected statistical data
on that scale but in 1844 I had made
a study of concentration in our indus-
tries and these are the figutes that I
found. Andrew Yule & Co., control 78
companies, Balmer Lawrie, 31; British
India Corporation, 16; Martin Burns
and Co., 20; Jardine Henderson 26;
Gillanders Arbuthnot & Co. T0;
McNeil, 18; McLeod, 55; Octairus
Steel, 57; Tata Industries, 25; Birla, 17
Dalmia Jain, 25; Walchand, 15;
Karamchand Thapar, 24; J. and K. In-
dustries, 14; peirce Leslie, 12; and
A. V. Thomas, 11.

You will find that the concentration
is far greater than was indicated by
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the figures given by the Finance Minis-
ter. I also find -hat a group of mana~
ging agents control about 400 com-
panies with capital resources nearing
Rs. 200 crores and covering every field
of industrial activity, In jute, 65 per
cent. of the capital invested and 64
per cent. of the companies are con-
trolled by only eight managing agents.
Three of them control 27 companies.
The coal industry is virtually controll-
ed by managing agents six of whom
control 62 per cent. of the capital and
56 per cent. of the companies engaged
in the industry.

[Mr. DEPUTY-SPEAKER in the Chair]

My ﬁgu‘res are not exhaustive, but
I feel that this question deserves a
fuller attention and a more thorough
investigation than has been made by
the Finance Minister so far. I con-
tend once again that there is a tremen-
dous amount of concentration in the
industrial life of our country. Whether
we take note of it while we are legis-
lating about the companies or we take
note of it on a later occasion is 2 diffe
rent mnatter, but 1t Is absolutely neces
sary that this particular evil s
thoroughly looked into and is get
right.

The Finance Minister referred to
the development of concentration in
the United States of America. T agree
that there 1s a great amount of con-
centration there and that is the reason
why antl-trust laws had to be enact-
ed there. and that a thorough enguirv
was made, I believe, by the temporary
National Economic Commission. If-1
am wrong, Dr. Krishnaswami will
correct me as far as the name is con-
cernea.

Dr, Krishnaswaml: Why only tor the
name? I can correct the hon, Member
on matters of substance and facts.

Shrl Asoka Mehta: As far as the
Temporary National Economic Com-
mission was concemeﬂ,\it accumulated
2 vast amount of data and it oointed
out that there are two types of con-
centration—plant concentration ana

company concentration. In India, we -

mre witnessing the phenomenon .of
company concentration. In the Unit.
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ed States of America the concentra-
tion may be called plant concentration.
I believe the plant concentration is to
a considerable extent due to the tech-
nological developments that have taken
place there. Perhaps it is easier to
fight concentration of companies than
il is to combat the plant concentra-
tion. But this is a matter which will
have to be gone into more thoroughly
if not on this occasion, on some other
occasion. Just nmow, I would like to
confine my remarks to the various
clauses dealing with secretaries and
treasurers. We have defined the
managing agents and the secretaries
and treasurers in clause 2 (25) and 2
(44) resperiively. If we compare the
two definitions, we find that there is
one thing common, namely, whether
we deal with the managing agents or
‘secretaries and treasurers, both must
be responsible for the management of
the whole or substantially the whole of
the affairs of that company. It is
true that a distinction is sought to be
made between the managing agents
and the secretaries and treasurers.
There are certain limitations on secre-
taries and treasurers and there are
also certain facilities offered to them.
If we balance the two, we shal' fina
that the facilities far outweigh he
limitations that are imposed.

Under clause 379, all the provisions
of the Act applicable to managing
agents shall also apply to secretaries
and treasurers, subject to the excep-
tions mentioned in clauses 380 to 383.
It you will look into them, you will
find that the remuneration of secre-
taries and treasurers will be 74 per
-cent, as against the 10 per cent that
will be permitted to managing agents.
But, as the Finance Minister has
pointed over and over again, that 10
per cent. is the ceiling. He has told
us more than once that he expects
that the average is likely to be some-
where near 8 per cent. The difference
between 7§ and 8 per cent. is not very
much, Then again it must be realis-
ed that even in companies that are
managed by secretaries and trea-
surers, the maximum managerial
remuneration will still be 11
per cent. and it will be poss-
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ble for secretaries and treasurers
to have additional remuneration for
auxiliary managerial talents that they
may be having. It iz true that secre-
taries and treasurers will not be per-
mitted to appoint any directors of the
company, while the managing agents
can appoint two directors or one-third
of the Board, whichever is less. But
the secretaries and treasurers may
have tinancial interest. They may be
able, by giving loans etc., to enter into
irrangements whereby their nomi-
1ees may be on the Board.

The third distinction that 1s sought
to be made is that the secretaries and
treasurers cannot buy or sell goods,
except to the extent to which they
are authorised by the Board. While
these limitations are there as against
that, there are outstanding advantages.
When it is notified that there shall be
no managing agenig in a particular
industry in future secretaries and
treasurers can continue there. Second-
ly, the limitation of 10 companies
which is going to be applied to mana-
ging agents will not apply to secreta-
ries and treasurers. Also, while all
agreements of managing agency will
come to an end on the 15th of August,
1860, unless previously renewed in
accordance with the provisions of this
Act, there will be no such limitaticn
as far as secretaries and treasurers are
concerned. Therefore, all the objec-
tions that we have against managing
agents will be circumvented by the
managing agents becoming secretaries
and treasurers; or, they might continue
to be managing agents of 10 com-
panies and become secretaries and
treasurers of any number of other
companies. The intention of the
Finance Minister was—at least that is
what I understood it to be and that
is-how my friend Shri Basu alsé under-
stood It to be as revealed by the obser-
vations that he made—that secretaries
and treasurers Ahould start a complete-
ly new chapter and should be a new
model or a new pattern of company
management. He said that “we are
going to have young men coming out
of the business schools; there will be
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technicians who have qualified them-
selves in business management; they
will come and undertake the responsi.
bility of developing companies, They
would go to the shareholders and say
“here we are men with technical talent
and know-how, we are prepared to
undertake certain responsibilities, pro-
vided certain facilities are given tc
us.” But, if “secretaries and treasu-
rers” is merely another name for
managing agency, then the present
concentration will continue. It has
been argued by the Finance Minister
that the managing agency plays an
important part, because thes managing
agents bring financial resources, There-
fore, in future there is always the
possibility that only those people will
be asked to manage companies, who
will bring financial resources. Surely,
these young men and technicians com-
ing out of the schools of business
administration will never have the
financial resources with them.

Again, if the idea is to have a new
pattern of management, I cannot
understand how it can be of a corpo-
rate character. My friend, Shri Basu,
who preceded me, has dwelt fully on
this subject. He has pointed out how,
it the intention is to have a new kind
of managerial talent coming up. it is
absolutely necessary that not only the
secretaries and treasurers should be a
firm or partnership, but also the num-
ber of companies which such a firm
can be permitted to manage should
be limited. Otherwise, there is no
point in fighting against managing
agency. The Finance Minister has
said that the bias is against managing
agency, in the light of the historical
evidence before us. But by introduc-
ing secretaries and treasurers like this,
you are asking the managing agents
to come forward under another name.
It is only a change of nomenclature,
because fundamentally there will be
no material difference.,If it is going
to be merely a change in name, then I
do not think we need introduce too
many clauses in this Bill. If, on the
other hand, through secretaries and
treasurers we want to create a new
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pattern of management, then care
should be taken to see that the new
pattern is enabled to develop along
the right line. The only way to do it
is to observe certain precautions. The
precautions will be as follows. First-
1y, secretaries and treasurers should be
a firm and not a limited company.
Also, we should fix the number of
companies which may be managed by
secretaries” and treasurers. Then, we
should provide that managing agent
shall not act as secretaries and treasu-
rers. We must also provide proper
safeguards against secretaries com-
bkining their managerial functions with
eny significant economic control of the
company. It is also necessary that the
definition should make it clear that in
secretarles and treasurers, we are
thinking of persons who have technical
competence. Unless these precautions
are taken and unless these safeguards
are provided, I see no useful purpose
being served by introducing this clause
about secretaries and treasurers.

3 pmMm.

The Joint Committee has introduced
in the course of its deliberations, two
major innovations. Two important
changes have been made in the
Bill, which are not to be found in the
recommendations of the Bhabha Com-
mittee namely, that the Government
can notify certain industries in which
there shall be no managing agents and
secondly, the number of companies that
8 managing agent can manage is also
to be limited. Both these changes
which are of a far-reaching character
are negatived completely by the intro-
ductlon of the chapter on secretaries
and treasurers, as it stands. Because
all that is needed is that the managirg
agents should transform themselves
Into secretaries and treasurers. As a
matter of fact, as the Finance Minis-
ter himself pointed out, really farsight-
ed industrialists are even prepared not
only to do without a managing agency,

but even without secretarles and *

treasurers. Our friend Shri G. D.
Somani has today launched a company
which  will be director-controlled,
where the remuneration will be onlx
3 per cent. Shri G. D. Somani has
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done it probably because he is one of
those rare exceptions who have been
able to come up in the industrial
world against the serried rmght of old
and establisned houses. But, this
shows that the newe: and the more
enterprising, enlightened and farsight-
ed industrialists are prepared to move
mn the direction of director-controlled
companies, That tendency would be
furthered and facilitated if we define
secretaries and treasurers In the way
in which my hon. friend Shri K. K
Basu has suggested. He has tried to
make his suggestions precise by tabl
Ing a number of amendments. 1f we
allow the provisions about secretaries
and treasurers to remain as they are,
the result will be that we shall only
be permitting the managing agents to
continue under a new name with
almost all the powers and almost all
the advantages that they have been
enjoying so far I have been trying to
place before you a balance sheet of
the advantages and disadvantages, the
handicaps and facilities and it is my
opinlon, and I am sure, you will also
agree with me, that on the whole, the
balance tips in favour of secretaries
and treasurers. It would be to the
advantage of managing agents to
become secretaries and treasurers.
They will not only lose nothing, but
gain something. The purposes that we
have in vlew, in having some kind of
ceiling on management and eliminat-
ing the managing agency completely
industry-wise will be completely frus-
trated. Therefore, I would request the
Finance Minister and the House to
serlously consider how far we are ful-
filling the objectives that we have in
view, even In the limited way in which
the Finance Minister has tried to place
before the House this morning, by
permitting the clauses on secretaries
and treasurers to remain as they are
in the Bill that is before us.

Mr. Depuiy-Speaker: The hon.
Minister, s

Shri Tulsidas: I have an amend-
ment.

Mr. Deputy-Speaker: I looked round;
nobody rose, So, I called the Minis-
ter.



12469 Companies Bill

Shri Tulsidas: I have got oniy one
amendment, No. 860 to clause 372.
The effect of the present clause is to
prevent a company from investing in
any company in the same group beyond
certain limits except with the sanction
of a special resolution. The clause Is
now applied also to investments by an
investment company, that is to say, a
eompany whose principal business is
uwcquisition of shares, stock, debentures
of other securities. Though the pre-
sent Act exempts such companies, the
Bhabha Committee had recommend-
ed the withdrawal of the exemption.
In para. 139 where this recommenda-
tion is made, 1 do not find any reason
made out for the recommendation.
The Committee had not referred to any
abuses arising out of the present ex-
emption. Nor did it oppose the ex-
emption on principle. I believe that
it is an investment company’s job to
invest and it should be allowed to do
so with reasonable freedom. 1In its
manifold transactions, purchases, sales,
such a company may exceed the limits
provided by the clause and it will be
difficult for it to carry on its business
efficiently if it Is required to obtain
prior approval for each such transac-
tion by an ordinary resolution plus
approval of the Central Government.
This will involve considerable delay
during which time profitable opportuni-
ties will be lost to investment com-
panies. There Is litle distinctlon in
principle between their business and
#he business of banking and Insurance
companies, which have been exempted
from the operation of this clause. I
therefore urge that investment com-
panles be exempted from the operation
of this clause,

I would also llke to say something
on the amendmert of the Finance
Minister, No. 681 to clause 388. Shrl
N. C. Chatterjee has moved an amend-
ment and he wants to keep the status
quo, that is, tq retain the clause as it is
in the bill, instead rf adding clauses
809 and 310 in clause 388, as regards
the gquestion of engaging managers.
This will not only apply to those com-
panies which are managed hy manag-
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ing agents, but also to other companies
which are not managed by this parti-
rular institution. Clause 38d, as it is,
says,

“The provisions of section 311
shall 2pply in relation to a mana-
ger of a company as they apply
in relation to a director thereof.”

Clause 311 is with regard to prohibi-
tion of assignment of office by direc-
tor, No manager can assign his office. 1
can  understand that. That 1s what
the Joint Comtnittee has done. Simi-
larly, clause 316 which relates to
managing director not being appointed
for more than five years at a time, is
applicable to a manager. 1f clauses
309 and 310 are added to the clause
relating to the manager, what will be
the result? A public company with a
manager, a small company with a capi-
tal of Rs. 2 or 3 lakhs or 5
lakhs or a company which is
not managed by managing agents
or secretaries and transurers,
cannot even increase the remuneration
of a manager, even the normal annual
increment of Hs, 50 or 100, without the
approval of the Central Government.
Out of the 30,000 companles, about
12,000 or 13,000 are public companies.
Every company will have to come to
the Government for approving the
remuneration fixed for the manager.
This will entail a lot of difficulty and
will harm the smooth working of the
companies where managers are emp-
loved. I believe the Joint Committee
has gone into this and has taken into
ennsideration all the aspects and has
snly applied clauses 311 and 316. That
is quite proper. The Finance Minister
has brought forward amendment 681
which will creats a very difficult
position. I would like him to take this
matter into consideration and not
create a situation in every company
where it will have to come to the
Government for approving the re.
muneration of or appointment of a
manager. This will create a healthy
atmosphere. Let the company manage
its own affairs. A manager is paid
according to the work that he is doing
There should be no necessity fur com.
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ing to the Central Government for
its approval.

It was pointed but by the Finance
Minister that the definition of a mana-
ger will be ag it is in clause 384. That
is not the real definition. The real
definition is in the definition clause.
The manager, according to clause 384,
cannot be a corporate body or a com-
pany and so on. The definition of
manager 1s:

i

'manager’ means an individual
{not being the managing agent)
who, subject to the superinten-
dence, control and direction of
the Board of directors, has the
management of the whole, or sub-
stantially the whole, of the affairs
of a company, and...... "

Here, the manager will be an indi-
vidual who will be looking after the
company either in whole or substan-
tially in whole. As pointed out, a
banking company or an msurance
company will be looked - af‘er by a
‘manager. The Reserve Bank 15 look-
ing into the question of the remunera-
tion of the managers. The banking
company will have to go to the Reserve
Bank first and then come to the Cen-
tral Government for approval because
of this particular amendment. I think
1t Is golng to create great difficulty. I
would like the Finance Minister to
withdraw his amendment No. 681,
which Is not necessary in this respect.
That is all that 1 have to say with re-
gard to that amendment,

The only other point I would like to
mention is In respect of secretaries
and treasurers. I feel that the
suggestion of the Pinance Minis-
ter to have an alternative system
of management in the form of secre-
taries and treasurers is something
which is now being experimented in
order to try and see whether the new
system can evolve. I think we should
fiot put any further shackles on this
new type of management. I think the
hon. Finance Minister is quite right in
allowing only one or two exemptions
Wwith regard to secretaries and treasu-
rers in order to evolve this new type
of system. I do not see any vail?
Teasons in what Shri Asoka Mehta has
310 L.S.D.
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<aid with regard to a number of other
restrictions which he would like to
apply to secretaries and treasurers.
Pandit K. C. Sharma: N1y amend-

ment No. 1102 to cluse 377 is a very
short one and it reads:

“377. No right of managing agent
to appoint directors—An agree-
ment authorising the managing
agent to appoint directors is void
to the extent or that authority.”

My argument is that the managing
business of a big industry is shared by
three bodies, that is shareholders,
directors and the executive which in
India has transformed itself into the
managing agency. It is admitted that
the shareholder is the final repository
of all power. Then come the directors
who have always occupied a pivotal
position in the schen® of managing
joint stock cgmpanies. And the theore-
tical position has never been much in
doubt that though the power of
management goes to the managing
agent the directors have to control
the managing agency. Now, in this
the natural order is reversed, that is,
the managing agent will appoint direc-
tors. Suppose there are six directors,
two of the managing agents’ people go
by direct election through shareholders’
meetine and two are appointed again,
then they are always in a majority.
What is the fun of getting the directors
elected? So, this right being given to
managing agents to elect directors is
rather unnatural and is not adjustable
to the scheme of management of the
joint stock companies. Theretore, I
respectfully submit that there should
be no right to the managing agents to
choose any directors whatsoever, and
it is the right—and rightly the right—
of the shareholders to elect their direc-
tors and the directors are expected to
gulde and control the activities of the
managing agency.

Shri C. C. Sbah: I should like tor
make a few observations regarding
the provisions regarding secretaries
and treasurers. I understand these
provisions have been incorporated out
of an anxiety to provide an alternative
form of management to managing
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agents. 1 appreciate that the hon.
Finance Minister, carrying as he does
a heavy responsibility, would naturally
be cautious i1n his approach to this
problem, and would not desire that
any vacuum or any chaos should be
~reated by any action that we take
regarding the managing agency sys-
tem.

1 have said in this House and else-
where that the alternative form of
management which I envisage is that
of a managing director or of a com-
pany managed by a board of directors,
and I have also said that it will not
be difficult to attract either finarce or
enlightened industrialists to under-
take the industrial development of the
country even if there are mo manag-
ing agents and even if the companies
are managed by a board of directors.
Fortunately, I came across only this
morning an instance vhhich the hon.
Finance Minister briefly referred to in
nis reply today, but I should like
greater attention to be paid to that
instance, because it illustrates in every
way the view which I have taken and
the reasons which I advanced for
say.ng that the alternatlve form of
management should be that of a com-
pany managed by a board of directors.

Dr. Bnshnaswami: That is by a
successful managing agent.

Shri C. C. Shah: My hon. friend will
advocate his own views in proper
time.

We have a floatation of a company
with a capital of Rs. 160 lakhs and that
company has no managing agents, but
only a board of directors. Out of that
capital of Rs.160 lakhs, Rs. 60 lakhs
have been subscribed by the directors,
promoters and their friends and the
remaining Rs. 1 crore has been under-
written by the Industrial Credit and
Investment Corporation of India, and
therefore, the entire capital of Rs. 180
.lakhs is assured in a company where
there are no managing agents. It
{llustrates t+wo things in my opinion.
Firstly, that capital is not attracted
only when there is a managing agency
house to back it, but that it is attract-
ed when the board of directors itself is
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one which will inspire confidence in
the public. If the same great men who
are today the leaders of the great
industrial houses, were to float any
company and were themselves to be-
come directors or managing directors,
I am guite sure it will attract capital
in the same manner in which it will
do if they are managing agen.s, For
example—I do not want to give names
unnecessarily—it may be Tatas, Birlas
or any other big name in the indus-
trial world today, and if it is known
that they are or any of them are on
the board of directors or are the
managing directors, the public will
subscribe for the capital of that com-
pany as much as it does if they are
managing agents.

The second thing which this instance
proves, and so quickly even when this
Bill is on the anvil of this House, is
that it is not a fact that the industria-
lists will put in their finance only when
they are appointed managing agents
and not otherwise. In this case when
there is finance to the tune of Rs. 160
lakhs, the directors and promoters
themselves have put in Rs. 60 lakhs
and they have not cared to see that
they will put their finance only if they
are managing agents and not other-
wise.

Thirdly this shows that even when
there is no big managing agency house
to back this industrial enterprise, the
entire capital of Rs. 1 crore has been
underwritten by the Industrial Credit
and Investmgnt Corporation. It shows
that the one argument which my hon.
friend, Shri Chatterjee, advanced yes

Mr. Deputy-Speaker: What is that:
company, and who are the directors?

Shri C. C. Shah: The West Coast
Paper Mills Limited in which my hon.
friend Shri Somani is one of the direc-
tors. This instance supports, I submit,
every argument which I advanced yes-
terday, and what my hon. friend Shri
Chatterjee said yesterday, namely,
that we want the managing agency
houses in this country because there
are no issue houses or there are no
investment corporations in this coun-
try and so on, does not survive any
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longer. But I say further that if we
allow the alternative system to grow,
it will grow quickly and rapidly.
Even when we are considering this,
we have the instance..........

Shri Gadgil: Rather because of this.

Shri C. C. Shah: Rather because of
this, as Shri Gadgil has rightly pointed
out, we have an mstance in which the
Industrial Credit and Investment Cor-
poration has thought it fit to under-
write the entire capital of Rs. 1 crore
even in the conditions of the market
which we have today, where it 1s not
easy to attract capital. Therefore, I
submit that the alternative form of
management need not necessarily be
either a corporate form of managment
or in the form of secretaries and
treasurers, but can be—and ought to
be, in my opinion—that of a company
managed by a board of directors in
which there may be managing directors.
The reason why I say su is this.

Before the Bhabha Committee were
appointed, Government appointed a
senior solicitor from Bombay having
large company law practice to examine
the company law. And he made his
report. Thereafter, Government ap-
pointed anuther senior lawyer from
the south again to examine the com-
pany law and to make recommenda-
tions for amendment of the company
law. After Govermment received the
reportg of both these special officers,
the Ministry of Industries and Com-
merce formulated certain tentative pro-
posals and circulated them amongst
the wvarious bodies and the public to
invite their views upon the tentative
proposals formulated by Government
on the reports of the two special offi-
cers. One of the proposal which was
formulated by Government wag that a
managing agent shall be a firm but not
a limited company. I submit that
there were very good reasons for that
proposal. I do not want to take the
time of the House in elaborating that
argument, but if it were necessary, I
can satisty the House that that was a
sound proposal to make. c

On that proposal, voluminous evi-
dence came before the Bhabha Com-
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mittee. If we examine the three
volume of evidence which were led
before the Bhabha Committee, we shall
find that there is overwhelming sup-
port for the proposal made by Gov-
ernmeni arising out of the report of
those two special officers. The reason
is obvious. In the early days, when
the managing agency system started, as
ths Bomnhay Shareholders’ Association
have pointed out in their evidence
before the Joint Committee, a manag-
ing agent used to be an individual
Thereafter, he used to be a firm. The
idea of a limited company acting as a
managing agent came in much later.
And the idea of a public limited com-
pany acting as a managing agent is a
new one.

I hold the view firmly that it is the
shareholder who entrusts his money to
particular individuals whom he knows,
and it is because of the confidence
which he reposes in those individuals
that he subscribes for the share capi-
tal. Therefore, it is because of this
confidence in the individuals who are
at the helm of affairs or who say that
they will be at the helm of affairs,
that the shareholder entrusts his
money to them, and not to anybody
or everybody. It is because of the
personal touch of that individual or
that group of individuals by way of a
firm which is a guarantee, that the,
shareholder entrusts his money. The
shareholder entrusts his money with’
those prumoters who call upon the
public to repose confidence in them
and entrust their money to them,
because of the confidence that he has
in them and not in anybody else. It
is not intended that these rights should
be freely transferable or freely heri-
table. ‘

In a limited company, the shares

‘which an individual holds may be

both transferable and heritable. No
doubt, in this Bill, under clause 345,
we have put that transfer subject to
Government approval. But we have
been driven to do that, because there
is a limited company which acts as the
managing agent. It is no' a healthy
thing to do. But it is inevitable that
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we should do so. We cannot help
doing it. But if we could avoid having
to do su, and avoid it rightly, then
there is no reason why we should
invite an evil and then say we will
provide a remedy for it. It is better
to avoid the evil altogether. And when
we want to create a new institution in
the form of secretaries and treasurers,
we ~an provide for that. Of course, in
the case of managing agents, where
there are so many limited companies
acting as managing agents, it may be
very difficult to ask them to dissolve
or liquidate those limited companies
and to revert to the individual form
or the form of partnerships.

I wus submitting that if I have
correctly understood the idea of the
Finance Minister, he envisages the
alterndtive form of this institution
as consisting of persons with talent,
who have no financial stake or back-
ing, who will not undertake any finan-
cial responsibility either promotional
or otherwise, but who have their talent
to offer, and who want to pool the
resources of that talent and place them
at the service of the community. I
entirely appreciate that idea. I may
be pardoned if I give any expression
to my fears that the clause, as they
stand may not lead to that result,

. Probably they may result in something
contrary to what we expect or what
‘we wish.

I am not unaware that az a new
experiment it will be entirely under
the -control of Government. | am also
not unaware that Government are
anxious that the evils which are asso-
ciated with the managing agency
system should not be repeated under
the guise of secretaries and treasurers,
Therefore, while I give expression to
my fears, {f the Finance Minister
feels that these provisions ought to
remain there as an . experimental
measure, that he would like to watch
the experiment and that in the light
of his expertence........

Shri Gadgll: He has promised a revis-
ing Bill if necessary.
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Shri T. S. A. Cheitiar (Triuppur):
Not so soon.

Shri C. C. Shah: I am not so hopetul
of these things being revised soon.
We first had a major revision of this
Act in 1936. It is only twenty Yyears
thereafter, that we have come here for
revision. So, it is not easy to revise,
though we may talk that we may
revise it.

1f that instliution has come Info
being with limited compames acung
as secrctaries and treasurers, it will be
as difficult for us to deal with it as
is today to deal with managing agents.
My submission was that even if we
must keep these provisions, I would
be happy if the Finance Mimster can
see his way to restrict secretaries and
treasurers to a firm and not to a limit-
ed company. That would meet, or
would go a very long way in meet-
ing, some of the objections which have
been raised by the Members of the
Opposition and others. But if it can-
not be done, I have my fears that
probably what we have done regard-
ing managing agents, and particularly
the two clauses which we have intro-
duced, namely clauses 323 and 331
may be to a large extent ineffective.

It 1s not without some hesitation
that | have given some eXpression to
these views in this House, because I
know that the Finance Minister has
given most anxious thought to this
problemn. 1 am also aware that he
has gone a very long way to meet
conflicting interests on both sides and
contlicung views. And if I may with
utmost respect say, the great ability
with which he has piloted this Bill
amidst various conflicting interests
would be any day a tribute to anyone
who has to do such a ditficult job.
I'nerefore, it is with very great hesita-
tion that I oppose, or even give
expression to views contrary to the
views which he holds on any of the
provisions in this Bill. In fact, as I
said, I stand by every provision made
by the Joint Committee, and were It
not that I feel that these provisions
are somewhat inconsistent with the
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other provisions made by the Joint
Committee themselves, I would not
have given expression to these views.

Shri C. D. Deshmukh; Has the hon.
Member given any minute of dissent?

Shri C. C. Shah: I have not. Since
the hon. Finance Minister hag put this
question to me whether I have put in
any minute of dissent, I owe it to the
House to say a few words as to why
1 have not. Were it not for that ques-
tion. I would not have given this
personal explanation.

I attended almost all the meetings
of the Jojnt Committee, about 52
meetings, as the Finance Minister
knows by which time, when we had
practically completed the considera-
tion of the whole Bill. Till then, no
mention was made of any provisions
of secretaries and treasurers. There-
after, I was very ill and I left Delhi.
And I went to a very remote village
where 1 was not permitted to read
papers,

It was not until I saw the Bill in
this form that I saw the provisions
regarding secretaries and treasurers.
1 am offering this explanation not as
any excuse for any member of the
Joint Committee to say that he ought
not to have attended up to the last.
I am only saying this because a ques-
tion was put to me, and because I had
no opportunity to see either the Bill
in its final form before presentation
to the House or the Report of the
Joint Committee.

Shri Gadgil: In other words, he is
entitled to second thoughts:

Shri C. C. Shah: That is a different
matter. But it was legitimate that I
should answer the question that was
put to me.

. Deputy-Speaker: Is there any
. Provision here saying that ng person,
no company or firm shall be secreta-
ries and treasurers for more than ten

companies?

Shri C. C. Shah: There is no such
provision, On the contrary, i* is
expressly provided that they can be
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secretaries and treasurers of any
.nber of companies.

Mr. Deputy-Speaker: Managing
agents ought not to manage more
than ten companies. Now, there is a
changeover from managing agents to
secretaries and treasurers. Directors
cannot be appointed by secretaries....

Shri C. D. Deshmukh: That is right.

Mr. Deputy-Speaker: The Managing
agents have less commission, they
have no power to appoint directors.
These are the differences. The power

being managing agents for more
than ten companies is restricted. In
the changeover, the same managing
agents, losing the other powers, can
be secretaries and treasurers of a
hundred companies. Is that the con-
templation?

Shri C. D. Deshmukh: Yes. That is
right.

Shri U. M. Trivedi: Clause 379 is
there.

Mr. Deputy-Speaker: The provision
is applicable to managing agents.

Shri C. D. Deshmukh: The limita-
tion does not apply to secretarieg and
treasurers.

Shri Morarka: There is exemption
provided in clause 380, Clause 331

does net apply to secretaries and
treasurers.

Mr. Deputy-Speaker: Apart from
other things, there is a specific clause
exempling them from clause 331—
clause 380,

Shri C. D. Deshmukh: Yes.

Dr. Krishnaswami: I find that on
this proposal of secretaries and
treasurers, we are having an un-
necessary controversy. I shouid like,
at the outset, to make a few observa-
tions on the speech delivered by my
friend, Mr. Asoka Mehta. In his
speech, he said that he was not going
to deal with the ambiguities that were
to be found in the Finance Minister's
speech . I wish that we would not
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deal with the ambiguities that are fo
be found in the Finance Minisier's
speech, but consider the ambiguities
that fill our minds when we get up to
speak on thig complicated subject.

Speaking for myself, I can truth-
fully point out that I have found
company Jaw to be a difficult subject.
I am willing to learn from senior and
experienced Members of this Muuse,
like my hon. friend, Shri Gajgil, who
know more about concentration of
economic power than many others. I
would be only too willing to be cor-
rected by them. But 1 would like to
make, at the outset, an observation
which, 1 hope, he will not take amiss.
Where is there concentration of eco-
nomic power in this country. There
is concentration of wealth, I agree.
But concentration of economic puwer
means that the managers must have
control over some industry which
occupies a strategic place in our eru-
nomy. The industrial policy resolu-
tion of 1948, in the formulation of
which my hon. friend Mr, Gadgil, had
a notable part to play, made it clear
that many industries did not fall
within the purview of the onvate
sector, industries which could be
said to be of strategic importance. I,
therefore, find it difficult to believe
that if an industrialist has ten or
fifteen or twenty units, he becomes
economically powerful, that he can
hold the community to ransom. But
there may be certain difficulties which
we might have to face in the future.
Only the other day, the Finuuce
Minister pointed out that tycoons
might come into being, tycoons may
make their appearance even 1o ad
environment where there is equalisa-
tion of economic opportunity, How-
ever, in order to guard againsi this
contingency, the obvious remedy is
not to use the instrumeni of commany
law, which would fall in a general
and harsh manner on all types of
companies, but to employ a monopo-
lies commission for the purpose of
investigating restrictive practices and
puggesting certain  limitativas on
monopoly power.
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I find myself in complete disadres-
ment with the Joint Commiitee when
it puts a ceiling of ten companies to
be managed by a managing agent. I
found myself in disagreement with it
for twop reasons. In the first place,
the approach is not right; in the
second place, it is Impractical. 1
know that if a man were prevented
from being managing agent for mrore
than ten companies, he might become
secretary and treasurer for tweniy or
thirty companies; he might become
something in director-controlled com-
panies,. No one can possibly lay
down a limit so long as there are
liguid resources in the hands of some
of oar companies. Furthermore, we
cannot control the memorandum of
objects of association of a company.
A company might have 250 to 300
objects of association. My hon.
friend, Shri C. C. Shah, whg has
drawn up many memoranda, who has
advised company managers, knows
quiie well that the memorandum of
objects of association is drawn up in
as long and as vague a form as possi-
ble sp that any enterprise might be
embarked upon at any moment. In-
deed, the Company Law Committee
which went into this question, did not
wish to curtail the power to draw
up memoranda of association, because
it felt it would be impractical to
think of curtailing the invesumeut
activity. Therefore. it might happen
that a rompany which hag been rur.
ning a textile mill, might be autho-
rised by its memorandum of objects
of association to run an aluminium
factory, for instance, or a sewing
machine factory and many other in-
dustries. Al! that 7 am saving is that
if we put an artificial limit, and if
there are enough funds within the
enterprises, some outlet would be
found, and a giant company would be
formed, a gisnt company without
any of the economies of size and
management which are &ssociated
with the more diffused type of com-
pany management. I feel that if we
are to tackle the problem of concen-
tration of weallh, there are other
methods which are open to us, «nd it
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is basic from the point of view of our
economy that it should be tackled. I
think a capital gains tax might be
considered; I think various other
taxes on property might be consider-
ed. But we certainly should not have
this sort of artificial restriction which
is put in the way of......

Shri Gadgil: They were all there
on the statute-book but from 1947 to
1950—excess profits tax, limitation on
dividends etc. all are removed.

Dr, Krishnaswami: [ am very
grateful to my friend for his interrup-
tion. But I should like to point out
to him in all humility that this pro-
blem of a capital gains tax has to be
approached from an entirely different
angle. Capital gains tax which was
put in there in a moment of emer-
gency is different from a capital gains
tax which might have to be imposed
from the point of view of develop-
ment, from the point of view of capi-
talising the ‘external economies’ that
accrue from an enterprise in a process
of developmen:. This is a different
matter and today I need not go into
it because it does not form the subject
of company law legislation.

Shri Gadgil: But other capitalists
don't seem to approve of this.

Dr. Krishnaswami: I am not a capi-
talist, Sir, my only capital is a little
bit of intelligence that I possess for
tackling these problems. I, there-
fore, do not need to have the co-
operation of capitalists.

Shri Gadgil: Tax that.

Dr. Krishnaswami: I do not know
whether if my hon. friend had his
way, there might not be even a ceiling
on intelligence—a ceiling on enguiry,
a ceiling on the search for truth.

Shri Gadgil: No.
Dr. Krishnaswami: But that, I hope,
will not happen, because being......

Shri Gadgil: 1 want to assure a
minimum.

Dr. xﬂslmnwaal. A senior and
experjenced member of the Congress
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Party and being well disposed to us
young men he will not debar me from
pursuing enquirles jnto the validity
of propositions.

Shri Gadgil: No.

Dr. Krishnaswami: I would only
ke to deal with an srgument of my
hon. friend, Mr. C, C. Shah Ile
pointed out in his speech that the
Industrial Credit and Investment Cor-
poration had underwritten a particu-
lar company to the tune of Hs, 1
crore. The company which has today
published its prospectus consists aof
eminent managing agents whp had
established themselves as successful
men. They were men who had estab-
lished themselves in such a success-
ful way that any bank or any finan-
cial institution would have been opre-
pared to advance them ecredit. But,
how of the newer entrants zre
goinjnt:n:ave the assistance of Indus-
trial Credit and Finance Corporation,
how many will be fortunate enough
to have their enterprises underwrit-
ten. Indeed the function of the
managing agency in the backward
sreas and in areas which require
more development is to bring about
conditions in which capital, which is
shy, is coaxed into investment. That
is one reason why we have pointed
out that managing agents should find
a place. Of course, managing agen-
cies have their abuses. Many of the
salutary provisions we have made for
dealing with selling commissions and
other kindred matters are meant to
get rid of those abuses. What I want
to point out to my hon. friends is that
a corporate form of managing agency
enterprise for running companies is
not altogether an innovation. It may,
in certain respects, be an advantage.
Often a corporate form of enterprise
tends to play safe and it may be wise
in certain cases to encourage sa‘ety
clement in our commercial life,

So far as director-controlled cofn-
sanies are concermed, as any one who
knows something of these director-
controlled companies realises, a 15
per cent. holding of block shares by
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an individual is quite sufficient to
obtain control over a company. One

unot help it, because the remaining
85 per cent. generally do not know
their minds. Besides the ejghiy-fiic
per cent. may take the view that if a
man who has got 15 per cent. of the
shares takes risks they can afford lo
trust him. What is essential from
their standpoint ig the dividend wkich
may be assured. I refuse to belicve
that shareholders are as gullible as
they are painted to be. The man who
invests his money in an enterprise
surely knows that he must have sume
returnp and if he thinks that certain
enterpriseg would fetch him a good
return he invests. This is what has
happened in many of these enter-
prises.

1 entirely agree with my hon
friends when they suggest that rew
talent must come to the fore. But how
can new talent come to the fore ® ail
the while we are talking of resiric-
tions and putting a ceiling on mana-
gerial incomes? One must face hasic
issues instead of avoiding them. We
must understand that after all in che
society as it is today salaries are paid
and to a certain extent are delermin-
ed on a conventional 'basis. This
means that the appreclation which
society has for a particular vocation,
to a certain extent, depends upon thc
salary which an individual draws.

Mr. Deputy-Speaker: Is there no
other social value?

Dr. Krishnaswami: There are of
course other laudable social values.
But I am dealing with it from the
point of view of expectation of those
who enter a business or a professicn.
Other laudable values have undoubt-
edly acted as a salutary check on
acquisitive propensities in our coun-
try. In fact, in the United States of
America while status is directly
related only to income, in India it has
been different because of so muny
other social factors which have ope-
raled. But it is not right on this
:ppount to ignore altogether basic
economic incentives and then suggest
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that managerial talent must be ex-
pected to make its appearance some-
how or other. I only hope that in
the coming years we might relax
many of the restrictions on the
various types of new enterprises tiat
we expect to come into being.

Now, one of my grievances against
the Government is that as a result of
the wvarious restrictions and controls
that they have imposed, the small
man will go to the wall and it i> diffi-
cult for him to start onierprises.
Apart from our talking of the big
man and his giant monopolies crush-
ing the small man we must alse con=-
sider the giant bureaucracy which is
crushing the small man, Concentration
of political power seems to be a
greater evil today than concentratioa
of economic power in India. If only
senior members like Mr. Gadgil who
have played a notable part in =ducat-
ing the Congress party can be inte-
rested in seeing this aspect cf the
matter there would be some ground
for hope. I am now talking of the
private sector. But, I think, even
within the public sector we have to
rcvise our apprcach to many aspects
of this quastion of salaries.

One thing about secretaries and
treasurers is that it is a relatively
new experiment. I am glad that too
many shackleg have not Leen put onm
this system. If we start with the
idea of putting shackles, intelligent
lawyers and solicitors would start
advising clients to get out of surh
shackles by a process of circumven-
tion. The fact of our not putting too
many shackles helps to prove that
ultimately we have some faith in the
goodness of human nature, iu the
goodness of even those who enter
business enterprise. I would like to
point out that the remuneration and
other kindred matters that we have
fixed, though they represent the ceil-
ing, would certainly not be availed of"
in the case of an enterprise which
becomes more and more prosperous.
Only yesterday 1 pointed out that
when an enterprise becomes more
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and more prosperoug the ien in
charge fee] that it is not worth their
while taking increased income. Why
should a person take fthe miximum
income when he finds that he has to
pay about B0 per cent. of it in the
shape of income-tax and super-tax.
Therefore, what ne will do is to take
a lesser proportion of the prefits and
plough the rest of the profits back
into the enterprise. After all, this
might be a good thing and this might
also be a very wvaluable thing con-
sidering the limited amount of capital
resources that we have in our coun-
try. 1 am, theceince, of Uz opinion
that these provizinus relatii g tg secre-
taries and treasurers mayv be allowed
to stand. But, it has been said that
it may not work. If it does work
well, it is something to feel thankful
for because we would have sume way
of filling the gap which would be
created by the removal of the manag
ing agency system which is what
most hon. Members disapprove of.

There is only one other or vision
to which 1 should like to reter and
that is to amendment No. 681 moved
by the Finance Minister to clause 385.
In this case, I feel that the Govern-
ment should not consider having the
power of even approving the appoini-
nent of managers. It would cause a
great deal of inconvenience to many
small businesses and certainly it wouid
cause a great deal of delay. We talk
of law's delays but official delays are
much worse and may cause a great
deal of handicap and hardship tu the
smaller men. It is detrimertal to the
interests of the small men and I

ould invite the Finance Minister to
withdraw the amendment thai he has
sponsored.

Shri G, D. Somani: Mr. Depuly-
Speaker, so far 83 my amendment is
concerned, in regard to this group of
clauses, my friend Shri Tulsidas has
explained it. But I would confine
myself to making a few observations
about the points that were made by
gy hon. friend Shri Asoka Mehta and
Shri C. C. Shah.

At the outset while I am thankful
=n the references that were made to
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the project which has been launched
by us without the managing agency
sy¥stem, I should like to submit in all
humility that 1 do not subscribe to
the inferences that have been drawn
as if there is no longer any need for
the managing agency system or for
the system of secretaries and treasur-
ers to develop our industrial resour-
ces. I would like to point out in this
connection that this over-emphasis on
concentration is being made without
facing the real facts and the real
position as it exists today. Everybody
would admit that while, on the one
hand, we have got serious lack both
of finance as well as managerial
resources, on the other hand, we have
got to face the very urgent problem of
fighting unemployment and poverty,
would like, therefore, in this context
of over-emphasis on this concentra-
tion of economic power to put a
straight question to some of my friends
who have been emphasising day in
and day out the undesirability of this
concentration of economic power
which some of these big business
houses command. I cap understand
that if today some new project has to
be launched by the big business house,
given to a new comer, but to stretch
the point to an extent as tg advocate
that the project may not be launched
at all, that it should not be allowed to
be launched by the big business house,
is detrimental to our national econo-
my. So long as any system functions
in promoting the country’s industrial
resources, we have to see to its utility
in its proper perspective. We have
got the Ministry of Commerce and
Industry which issues the licences for
any new industrial project and at the
same time the Ministry of Finance
issues the nex ¥y permissi for
capital issue. I can understand the
policy under which any application
for launching a project may be review-
ed in a manner which will give better
opportunities to new entrants than to
old business houses. I subscribe 1o
that view and I think Government
themselves realise the desirability of
encouraging as far as possible new
entrants in the field. But if the sug-
gestion is that the project conceraed
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may not be-launched ai all if the pro-
posal comes from a big business house,
then it means that the period in which
we want to create more jobs and more
prosperity may be lengthened and
.those whp advocate that even at the
risk of lengthening the period of
industrialising the country, the big
houses should be starved of any such
projects, are really advocating a policy
which is definitely detrimental to our
national interests. Therefore, I say in
all humility that this ooint is rather
being over-stretched and that the
implications of the policy are not
being understood. Our economy is
expanding and naturally in a few
years it will be possible to find many
new entrants, many new talents and
many new houses springing up, and
whenever any project has to be
launched, perhaps Government will be
flooded with, not one applicant, but
guite a number. But the position
today is that many of the State Gov-
ernments—I have myself the exper-
ience of a few State Governments who
are struggling hard to interest parties
intp the implementation of their pro-
jects—are doing their best to apptroach
sp- many parties to interest them in
launching on their projects. We, on
the other hand, in this House are
advocating a policy which will come
in the way of those State Governments
getting those houses interested in Lak-
ing up any scheme. If this over-
emphasis on the elimination of con-
centration of power is persisted in,
that can only mean one thing and that
is that those big houses who may have
the resources at thelr command should
remain idle and those resources should
not be allowed to be utilised for the
country's interest. It is quite obvious
that we have got a very heavy taxa-
tion op incomes of high income groups
and it is only the companies which
can build up certain resources to be
- utilised for the development of rew
industries or for the expansion of
-xisting ones, If those companies also
are not to be allowed to utilise their
surplus resources for the country's
development, then I do not know Low
the goal, which we have set for the
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Second Five Year Plan, is going to be
reached. Therefore, I say that so far
as the system ,is concerned, whether it
is the system of managing agency or
of secretaries and treasurers, we should
give the utmost possible latitude s:b-
ject to such regulations and restric-
tions as may be necessary to regulate
them on healthy and sound lines, but
nothing should be done precipitately
to discourage something which might
lead to the elimination of eftorts that
are being made to expand our resour-
ces.

Coming to the particular question
of secretaries and treasurers, I Jefi-
nitely feel that this stands dbsolutely
on a different footing from the manag-
ing agency system. ] have heard with
great attention to the speeches of our
friends Shri Asoka Mehta and Shri
C. C. 8hah, who have laboured 1o
point out how under the guise of an-
other name, the same managing
agency system is going to be allowed
to function. Here is a system under
which it is possible tor a group of
individuals possessing administrative
or technical experience to join
together and to offer their services for
the nromotion and management of a
concern. There is no reason why this
question of managing agency system is
being brought into the picture. We
have got several examples where there
are several small concerns functioning
under one common managing agent or
under the management of one house.
These small companies ecannot afford
to employ technicians or managers of
the highest possible calibre in view of
the cost involved. If this policy of
allowing secretaries and treasurers will
remain, then it might enable those
business houses which control these
small concerns. to employ first-class
personnel for the efficient management
of those small companies, and thereby
this group of small companies tunc-
tioning under one managing agency
house—I do not mean in the exact
sense of the term but from the
management point of view—is placed
under the control, for administration
and technical pooling, of one rouse,
thén it is definitely in the interest of
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those small companies that they
should be allowed, irrespective of the
number of companies involved, to
have common management personnel.
Instances have been given ir the
memorandum that was submitted by
the Associated Chambers of Calcutta
in which they have illustrated how
very small tea gardens, a dozea or
twenty in number, under one manage-
ment—they have got one single
superintendent or one single manager
or one single accountant 1o look after
the ten or twenty small gardens—
have made remarkable progress. What
will be the result if we will not allow
even the secretaries and treasurers to
act as managers or be incharge of the
management of these small com-
panies? The result will be obwvious;
there will be a disintegration of those
small companies; those sm-sll compa-
nies will have to find some other
management personnel. I say with a
full sense of responsibility that com-
plete chaos might follow in the fi=ld
of certain groups of companies which
are functioning at presant quite
nicely.

Shri Gadgil: What if a limit of
twenty is put.

Shri G. D. Somani: My submission
is that already there are restrictions
so far as the managing agency
system is concerned, and 50
far as the system of secretaries
and treasurers is concerned, it is no
use trying to imagine some fears
which do not exist. The entire idea
of secretaries and treasurers is to
encourage this pooling of managerial,
technical and administrative resour-
ces, and there is no reason why any
adverse inferences should be drawn
before the system has been allowed to
be developed and before we have got
any actual experience of abuses
having crept in. I, therefore, submit
that these clauses relating to secreta-
ries and treasurers will go a long
way in ensuring that there will be no
sudden dislocation in the management
of certain groups of companies which
are already existing, and at the same
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time it will also encourage many
smaller persons of experience with
administrative and technical know-
ledge, to get together and to form
themselves intp a limited company, I
do not follow the argument why this
corporate sector is being banned in
this system. I do not see the slightest
reason why a group of individuals
with the necessary knowledge cannot
form themselves into a limited com-
pany and work as secretaries and
treasurers. I have listened carefully
to all the arguments and definitely
feel and it will really be a retrograde
step if there will be any changes
about the secretaries and treasurers,
regarding which provisions have been
made ip the Bill. I am, therefore, in
full support with ail these facilities
which will be made available to the
various managements to keep the
smaller companies under  proper
management.

=t duw (Fee—TE) (q A
T WG 9 47w Jgar. ..

Shri C. D. Pande (Naini Tal Distt.
cum Almora Distt.—South-West cum
Bareilly Distt.—North): Shri Chettiar
is anxious to hear you in English.

it &we | T A, TR T 9 A
mm e fF g T d @ 5 7

St T eET ¥ W AR W
w faw & fawg & ot 75 ¥ fr gk
W F FEEA ATE S69 g T o @
g 7% aX ¥ § 7w Fg faa 9w
A AT AT E

stweft frcomer dge (faer
TEIHF—) . FFERAE WG doq
Magadi @

st www : afer of agi ¥ FEAr
fF e agg & W & wd
WA AT AEAT § ST wue Agar
w, FeEiR ot W FTaREE we
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deq &1 qFEen fear wwdwr ¥ A
T2 #7 % o &1 garen a9
forama #1 & & ot @ § W @ W
TR g, T AR A X A N 5y
T & | W qF oo g § 5 A
oEE HgET g0 ¥ FIRAM TR
A AT T FW § AT IGHT @A
% § wwdw ¥ | IFA g F@T
& gy swafat &, ey it m
¥ wE § Yoo FT T A ¢ Y
g% & o 97 FwfwEl w1 23 sfww
#m fas w3 Fwfw@i @ g g
mm%w&ﬁ??coﬁg
Wy #q wefeum v wea fGE
WA F NI I wmag @
T ¥ fged A aie o @ 108
FTRET W 409 fovaer a2 gy 7
W & W [FEANT F€ A F
FASUT ATH o9 &, A HOHT Tq
o1 wraw 5 gw few S W
qFEA F W@ §—3H Th 9GE A
FEAT FT W E TF A F AR A |

o # g 91 99 ART F
T et Fvafaat § T &, Feafai—
# § mit 83 & fegw sma—a: ar
T ZITL FUE TF FY {1 0F G4 A
T & | TR § qRe-Hd a7 ey
WERH § a8 09 $09 o fafemw
T wo AT NI AT § T ST FAT
o1 FT 9T § §: A7 AW TR FAT
| IGE A § g qgr de
T FHAT § | g 3 & anfEw
ST & I A9 g AT #T
feemn 3g g 0% WA & 1 F A ol
feama st & 5 awdT | fas Wee
FC X G AT G FLEH WY SGET
9 a1 w7 € 1 4 & T T AT
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& AFEer | W ¥ JraeE a8 @ a
&t == f 7 o &, o fa@ o € W
wiws ¥ fed s § ag feaw & forr
i gam B § =9 %7 94Y a@ & Fr-
WA, o s e i A @
we

4 P.M.

™H q”, g W AW AL AR
WHIGHT FT A9 F £ F 7Y ¥ a8
Q@A WTEET § R am § AT w1 g
TRHT §—T F AR F A gHES
&7 AW A AR F N I 9 FEH
F—o 47 ¥ sEm #1 fa|r w7
& & 1 I & FEE S g9 www
Feafaar qart § | IEF F1E A
T & WS g Al g 7 wwb
faegw wom waw § AT 99 A F
e weERE @ar § | g W F
Yoo-¥Yo FIE F FTLA & | T TG
Eﬂ%ﬁﬁﬁﬂ'ﬁ?a | =T Joe
wifer gh 1 s e fF w93 Y ey
#F Y5 ArAer A & 1 Jel 97 sy
F FTE FOF FOT o AT ey
gt 1| & gamar § fF = wr A ar
TER IH § TR Y I ATAF & |
sd et Y A gt A
sifat Aer Fga frawr € 7 9w
frelt o 9 9, feft oF sTEET 9T
% ATEHY a1 39 wifanat #1 ow firdg
it fir s & faegw frem qger &),
T D, a9 U AAGET FEY § )
R 2w A Ig T guiee g—
g AW W T a9 I T AT gAT
wifgd & gk 3 & o & &
TG w1 faege w1 T AE § WK
7 & ffy g Y wee § 1 aw
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foad qatfas TEAHE ¥ 9 G4
afri & 1 & qwmen g f6 gt &
# fomer ot area &1 gwdr @), 9
I AT X TR F AT T W
wiw o0 faam aaT 7 gard FLHTC A
® 7t § 1 fRe ot 78T 9 aTe # S
§ TR W e A oA @
fear strar & fF @ Ty 9K 39
fods e & ARfeT o & | TEe
a & 98 Fer =Swan § F G oent
# g AT U= A1 @ WE, IWH
T f59 &7 # 98 59 9% W F@
wTE &, F1E FwiT AE g 1 A g
i 3% wrE oY o o @E AT WA
# T | IR T faua § a1 wegmT
o g S g far F a & 3T
T g § | 7g 3@ f 9% A1 J
ST &1 w7 fear mar § 0 F
4t 9 Wi R ¥ 4r, S qg Wy 4 7
SFIX §H AT #1 =+ fqar od, av o
1€ & T & | s AT o
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FHTR FG Wl Y A7F A 59 a7 Faev
&, a1 Sur freTer fear sTd T SEE
g 9T wrf e @ fF i

st wetaw w1 osrerw (gRET ¥
HYTS qQ@ET) ;I ATH F g, F

Fga g

=t @84S : I9F A FH IF A §,
TAE! UT T B T | WY F T
fomrm & wwT § A, FaT A § ) W
Iq T gHEA FT R fifad

ot WTTEE WY AR T AT A
aam T 3w e g § 7

ot dus : ot g, & & 397 famn
ga1 & | (interruption) a7l 9T Io-
afdl # a1 FE I g | AR A
ofew 37 T AT FW & | A9 F 9
oW W ¥ ol Y A A
Mr. Deputy-Speaker: Order, order.
Hon. Members may kindly address
the Chair. There is no good carrying
on conversation like this from bench
to bench. Hon, Member, whoever

wants to speak, will kindly address
the Chair.

=t 9 : T WY, ¥ ar
HTIEY & 7T FF Fg @E | F av
fesadrsemagmi T e &
1 F I TR T &7 S w0
grm, ag 9w fAfer oaet ¥ faegw
forw grm, fomsT &5 g7 o 9% 9y
mas e smeAdE g1 s
AT § agq W< & 1 99 A wa w
AT El W § | WY IEHT OF
Fereger T AT Y AT FEE T |
& 35 & v ag fFe aeg v T )
€ welt S qw TS g 1 Tw A
W ¥ I I9F FW AR A
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uTaT | Y T g faa o fae
sTaf—aE W @ AR W e
T fF a8 S T g w W g WY
fow 978 g7 & @1 91, 98 99 9@
F TE FE @Y g, a1 T IOHT I&L
gz § | fow avg fF o aaw R E
T A WE AT 95w &t "R 9w
g dAfer i feeew &1 wEm
e faar &, W ag ¥ o wEe
ar & & d1 F @ =wgar g o
el o 9w & ST g Wi ot
A fam i magnE waEy
A gAY 97 F datew e fawew
Y AT @ 2, A g y o e
Fa% gL g9 ¥ & faam & faegw
T & 1 ¥R H I %t Rty
Fafo iz ¥ faege B & 1 &
g% =T ¢ % fF ag & 79 dAfeer
Fr Tgfa M F79 T § 1
T AT ST TNIF "EAT Tg Fad
§ & gurT wegeTA, g s at
g & 7 F=2a 7T% &5 Wi TR
T W TEL A @ | IS o F I8
€ |ATF AT &1 W & | AT qG
HATIE N | WL AT qTA, gATY
qref & A oz wred & g 2w Ay
WA A AT §, A T AW wH
& w0 & Foredy gl oY § wae
& | A FAR HAF AgAT AR A
T w¢ & fAfm o faew wt
T §3ed iR W # ogfa @
geT fear smaam &t IereA # Ay T
o w7 gwrd wwfa F e
ST &Y F IR | g o afea
I8 & §T9 F 9% Fa9 § 5 g e
HI% gAY §F 31 9184, FHga
1% doq A€ @ T e, I €l

6 SEPTEMBER 1955

Companies Bill 12498

¥ 3 7g 7EY Faa 1% wC e | Fr
grft &t Jgar ag AGl g & | THEy
forterdr 9g w8 &9 & Sfew
foreerd @ ol %t § 1 T fod Sy
T e & FHfor oo faeew § aw-
Hfemi 7 & FiT s PO AT T
Fogla e § e &= ¥ fF
T Y wef A9 99 =/
g Iud e T A1 94 | gH A ug
2@ § fF W @H a6 St
at W F F Few R 1 owfeE g
o ata ¥ forkt sfeag § a0 =
T F AT & | ZF U IS N &
f5 g 9 & A U= A 7
y, gfaae a@Ed F4T | WX 99 g
T 92 &9 § a7 49 g9 0% W 39
ggfa #t a== e & 7 = aw faer
7 fft =7 § gure fod s fag
g8 & & F wo firge wrar # e
o1 fr fqes qra auf 7 2 & ghaifie
I # fra gwfy gf € 1w E
q8ye & g &Y 491 ¥%9 § @ u
FT 9 ¥ ¥ 1% g9 3¢ A qar
FCRE | AT H Yo Frady TeEy
FEAT FE AEE q@ G P, WL TG
g & o AT oo qgfa & A9
o wrgw asw wE ) Afen e awr
™A aFE I § W gl
FA A W wAI@W far g
5 WA a s wad e
SF | HAC ANEE & AR W
AHE # g 49 g AR T AR R
Fofv 3w AR fag arsw §
AR FTd @ 9@ I W Siw |
FT IUEA TFET &, A F % AT g0
o frw o #ragfe 3 =@ gaer
#ama w dwc g e s Ay
o FE 98 & TR 3 W we
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oo Tl 3T WEY | SAET FH
ar qw #Y wfa § OF o AT
& =9 aTq T T AL e fr A o
Y WA FAFTE 1 EF B, T I
F o FTwW G 5w 9wy T
fod ot O 4 o §, S D w1k
I FY @1 T 8, 9 T fEre
# 5 oY gATT F19 99 @ & TEA Fa)
THIEE T AT AT | AT & g AT AT
TEfF R gm A & 5w
ggfa & aafaai & &1 g7 o9 q@wt
TE | 7 AT 8 & g Tw ae e
= faar § fF 9= ST aw g
THH aEed A€ 1| gW 3@ q@fd &Y
OF HHT I AE § W e =Agd
't 5 ol & w e we e gt
oYenfirs d F Iufy Rt &

INEqA WEET: AT FEgA & AR
& fa ag writer F1 e g 5 9
wrEAt /, 5 il o) IR & faw-
fest & formr sl ox @@ o fer
FT I E 3T qw wT

Shri Morarka (Ganganagar-Jhun-
jhunu): I just heard the speech made
by Shri C. C. Shah very carefully as
I always do and I could not under-
stand his argument that secretaries
and treasurers can be a firm-but they
should not be a corporate body. In
support of his argument he said that
before the Bhabha Committee volumi-
nous records were produced and
volumi_nous evidence was given to the
effect that secretaries and “%reasurers
or managing agents should not be a
corporate body but should only be a
firm. I agree, but what was the reason
for leading that evidence? What was
the circumstance in which that evi-
dence was led? The reason was that
begore 1951, at the time when the
e'vxdence was led, there was no provi-

. Sion in the Company Law requiring
Government sanction for transfer of
or any change in the constitutiom of
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managing agency. Clause 87BB was
not in existence then and at that time
there was trafficking going on in the
managing agency. Without consulta-
tion, without any reference to the
shareholders, the management passed
on from one hand to the other and the
shareholders were unaware of what
was happening. They did not know
what was happening, they did not
know the persons in actual manage-
ment. All of a sudden some people
became the managers of the company.
An ordinance was therefore issued
which was later on passed into an Act
requiring that any change of hands
thould not only be brought to the
notice of the Government but must
be approved by it. It was provided
that they must come before the Gov-
ernment for permission and the Gov-
ernment examined the case, hefore
giving permission, in great detail
Though there is no provision in"law,
yet invariably, the Government
required that before it gave such
sanction there must be a special
resolution passed by the shareholders.
Whether the managing agency is a
corporate body or whether it is a
private firm or an individual, before it
is allowed to change hands, the share-
holders of the managed company
have to approve it, not only by an
ordinary resolution, not only by 51
per cent. majority, but by a special
resolution, Whey, that provision is
there, and such safeguard is made,
then there is no point at all whether
you have a firm or an individual or
a corporate body because the share-
holders are bound §o know of any
change in the managing agency com-
pany. With great respect I would say
that on the contrary it is a great
advantage to have a corporate body
as a managing agent. If there is a
firm, only 20 persons can become
partner of the firm. If it is an indi-
vidual only one person takes the
benefit. If it is a corporate body,
whether public or private, it is differ
ent. If it is a privatg body, then up-
to 50 members, the benefit of the
managing agency can be extended. If,
on the other hand, it is a public com-
pany, an innumerable number of
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shareholders can be the member of

the .company, and they can take the
advantage or disadvantage of the
managing agency system.

My second point is that—and it has
been said here—the system of secre-
taries and treasurers has been criti-
cised on the ground that ail the
restrictions which are applicable to
the managing agency system are not
applicable to the secretaries and
treasurers, If you kindly examine the
provisions you would find that there
are only three clauses which are not
applicable to the secretaries and
treasurers. Those three clauses are
323, 328 and 331. If you ‘kindly
examine these clauses you would ulti-
mately come to the conclusion that
even though the provisions of these
clauses are not applicable to the secre-
taries ang treasurers, the net effect is
that vthe same purpose is achieved-for
regulating the secretaries and trea-
surers, as is necessary in the case of
managing agents, For example, tuxe
clause 323. Under clause 323, the
Government can name an indusiry
and once the Government names the
industry, there cannot be any mansg-
ing agency in that industry,
It is true that clause 323 is not
applicable to secretarieg and
treasurers, but then clause 325
is applicable to secretaries and
treasurers also. Clause 325 regulates
the appointment of secretaries and
treasurers or managing agents un't-
wise and through the Government
policy, if you like, you can apply to
the entire industgy also. When you
have got these wille, detailed and finer
powers of controlling the unit, the
purpose is served. It would be per-
fectly open for the Government at any
time to say that they do not approve
of so and so to be appointed as secre-
tary and treasurer for such and such
a company, and there is nothing to
prevent Government from exercisinz
that power., As a matter of fact, the
Government has taken that power
under clause 326 which is applicable
to secretaries and treasurers as much
as it is applicable to the managing
agents.
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Then, clause 329 says that all the
existing managing agency agreementis

.d come to an end on the 15t
August, 1960. Now, there are very
few companies today in existence
which have got only secretaries and
treasurers. There are companies
which have got managing agents,
secretaries and treasurers but there
are very few companies today which
have only secretarleg and treasurers.
So, even if you. would apply 1ais
clause, in practice, the effect would be
very little. At least I am not aware of
any company which has got only
secretaries and treasurers, as its
nanagers. So, the practical, effect of
not applying clause 329 is not much

Then I come to clause 331. Clause 331
says that a managing agent should not
have more than ten companies under
his management. Here again, the duty
rests with the Government. It is the
ultimate Government policy which
should decide whether they allow a
particular firm or a person to have
more than ten companies or not.
Whether you have these provisions in
terms of the Company Law or not, is
not going to make any _differeace,
because the Government can always
regulate it by powers vested in them
under clause 325.

There is one point to which the
attention of the Finance Minister
should be drawn. It has been said
that one of the main difference between
secretaries and treasurers and manag-
ing agencies is that while the managing
agents would have the right to nomi-
nate two directors en the Board, the
secretaries and treasurers would not
have that*right. In this connection, I
would like to invite the attention of
the Finance Minister to clause 382,
which says:

“Secretaries and treasurers shall
have np right to appoint any
director of the company; and
sections 377 and 260 shall not
apply to secretaries and treacur-
ers,....."

3
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1{ this clause provides for only this,
namely, that secretaries and treasurers
shall have no right to appoint any
director, our intention would be fulfill-
ed in toto. But wego a step further
and say that clause 260 shall not apply
to them; this nullifies the effect to
some extent. Clause 260 says that for
appointing persons who are associated
with the managing agents, a special
resolution would be required, whereas
for all other persons, only an ordinary
resolution is required. If this clause
is not to be applied to secretaries and
treasurers, the effect would be that
for the appointment of associates of
secretaries and treasuries, on the
Board of Directors, only an ordinary
resolution, 8r in other werds, a bare
majority is required, whereas in the
case of managing agents, you require
a special resolution. I do not know
whether the Finance Minister has given
his consideration to this point, If he
has done so, well and good; otherwise
I do request him to have it examined
and if he feels that any change Is
necessary, the same may be incor-
porated.

Another point I would like to
mention is this. In the case of secre-
taries and treasurers, the maximum
remuneration provided is 74 per cent.
whereas managing agents would be
entitled to a remuneration up to 10
per cent. It is true that the overall
remuneration which you have provided
is up to 11 per cent; but, if secretaries
and treasurers are going to discharge
the same function of the managing
agents—thig is the contention of many
hon. Members of this House,—in effect
what you are doing is this. You are
reducing the remuneration of manag-
ing agents from 10 to 7% per cent. It
is a very healthy sign and to a great
extent it will meet the point of the

_hon. Members who have been persis-
tently demanding that the remunera-
tién of managing agents should be
substantially reduced.

Mr. Deputy-Speaker: The following
are the amendments to clauses 368 to
388 of the Companies Bill which the
hon. Members have indicated to be

~
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moved subject to their being otherwise
admissible:

Clause No. Amendments Nos.

369 062, 983 (same as 962)

370 963

37 964

372 965, 678 (Govt.), 679
(Govt.), 860, 1008

373 966

375 967, 968.

377 1102, 984, 985,

378 1007, 1008.

378A (New) 1009, 1010, 1011

380 1012

381 1013

384 1014

385 1015

386 1016, 986, 1017, 868
(Govt.), 680 (Govt.),

387 1018, 1019

388 681 (Gowt.), 1105

388A and

388B (New) ) 1020

Clause 369.— (Loans to managing
agent)

Shri Sadhan Gupta: I beg to move:

Page 187—

omit lines 34 to 39.
Shri K, K. Basu: I beg to move:
Page 187—

omit lines 34 to 39.
Clause 370.— (Loans etc. to compa-

nieg etc.)

Shri Sadban Gupta: I beg to move:
Pages 187 and 188—

line 48 and lines 1 and 2 res-
pectively,

omit “unless the making of such
loan, the giving of such guarantee
or the provision of such security
has been previously authorised by
a special resolution of the lending
company”’.
Clause 371. (Penalty for contraven=

tion etc.)

Shri Sadhams Gupta: I beg to move:
Page 188—
for lines 30 to 36, substitute:

"Provided that if the loan has
been repaid in full or in part, the
court may take into consideration

such repayment in passing any
sentence of Wmprisonment.”
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Clause 372.— (Purchase by company
of shares etc.)

Shri Sadhan Gupta: I beg to move:

Page 185—

(i) line 3,

for “ten per cent” substitute “5
per cent.”

(ii) line 7,

for “twenty per cent." substitute
“tenn per cent.”

Shri C. D. Deshmukh: 1 beg to
move:

(1) Page 189, line 18—

after “at the meeting” insert “except
those not entitled to vote thereon”.

(2) Page 189, lines 18 to 21—

for “unless further notice of the
meeting and of the resolution
proposed to be moved thereat has
been given to all the directors
then in India, add also to other
directors at their registered ad-
dresses in India” substitute:
“unless further notice of the
resolution to be moved at the
meeting has been given to every
director in the manner specified
in section 285",
Shri Tulsidas: I beg to move:

Page 190—

omit lines 8 to 11.

Shri Kamath: I beg to move:
Pages 188, 189 and 190—

for lines 42 to 48, 1 to 47 and 1 to
11, respectively, substitute:

“372. Per ible i 1 t by
company.—(1) A company shall
invest its surplus funds in Govern-
ment securities or in the issue of
bonus shares to members or partly
in the one and partly in the other.”

Clanse 373.— (Investments made etc.)
Shri Sadhay Gupta: T beg to move:
Page 190, line 32—

for “two years” substitute “one
year”.

8 SEPTEMBER 1955

Companies Bill 12505

Clause 315.— (Managing agent not to

engage in business etc.)
8hri Sadhan Gupta: 1 beg to move:
(1) Page 191, line 2—
for “twenty per cent.” substitute

“fifteen per cent.”

(2) Page 191, line 9—
for “seventy per cent.” substitute

“thirty per cent.”

Clanse 377.— (Restricions on right
ete.)

Pandit K. C. Sharma: I beg to move:
Pages 191, and 192—
for clause 377, substitute:

w377, No right of managing
agent to appoint directors.—An
agreement authorising the manag-
ing agent to appoint directors is
void to the extent of that autho-
Tity.”

Shri K. K, Basu: I beg to move:
(1) Page 191, line 44—

for “five” substitute “igeven".
(2) Page 191—

after line 45, add:

«provided that the director
appointed by the managing agent
must be either a managerial
expert or a technical expert.”

Clause 378. — (Appointment of secre~

faries and treasurers)
Shri K. E. Basu: I beg to move:
(1) Page 192, lines 20 and 21—
omit “or body corporate”.
(2) Page 192—
after line 23, add: ,

“(2) The Central Government
shall lay down qualifications of
the persons eligible to constitute
such firm.

(3) any firm appointed as
gecretary and treasurer having a

. partner not qualified to act as
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such, shall cease to operate as
gecretary or treasurer from the
date that partner joins the firm
of secretary and treasurer.

(4) Every partner of the firm
working as secretary and tirea-
gurer, when one of the pariners
is not qualified to join or act as
partner of such firm shall be
l'able to a fine of Rs. 20,000 or
three years imprisonment or
both.”

New Clause 378A
Shri K. K. Basu: I beg to move:
(1) Page 192—
after line 23, insert:

«378A. Term of office of secre-
taries and treasures—(1) After
the commencement of this Act, no
company shall—

(a) in case it appoints secre-
taries and treasurers for the first
time (that is to say, in case the
company had no secretaries and
treasurers at any time since its
formation), make the appointment
for a term exceeding five years;

(b) in any other case, re-
appoint or appoint secretaries and
treasurers for a term exceeding
three years at a time;

(c) re-appoint secretaries and
treasurers for a fresh term, when
the existing term of the secre-
taries and treasurers has one
year more to run.

(2) For the purpose of sub-
section (1) re-appointment in-
cludes—

(a) the renewal, or the exten-
sion of the term, of a previous
asiraoilntment: or

() the appointment of any
person or persons having an
interest in the previous secreta-
ries and treasurers.

(3) Any appointment or re-
appointment of secretaries and
ireasurers made in contraventior
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of sub-sections (1) and (2) shall .
be void, in respect of the entire
term for which the appointment
or re-appointment is made.”

(2) In the amendment proposed by
me, printed as No. 1009,

in part (a) of sub-clause (1), for
“five years” substitute “ten years”.

" (3) In the amendment proposed by
me, printed as No. 1009,

in part (b) of sub-clause (1), for
“three years” substitute “five years”.

Clanse 380.— (Sections 323, 329 and

331 not to a_,lpply).

Shri K. K. Basu: 7 beg to move:

Page 192—

(i) line 41,

for “329 and 331" substitule “and
329", and ’

(ii) lines 41 and 42,

for “329 and 331" substitute “and
329",

Ciause 381.— (Section 347 to apply
etc.)

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

Page 193, line 4—

for “seven and a half per cent” sub-
stitute “five per cent”.

Clanse 384.— (Firm or body corpo-
rate not to be appointed manager)

Shri K. K. Basu: I beg to move:
Page 193—

after line 26, add:

“(2) No person shall be appoint-
ed a nmanager unless he is
qualified to do so as per qualifica-
tions laid down by the _ Central
Government which —may vary
from industry to industry and
unless approval ui - the Central
Government is obtained. Such
qualifications shall be laid down
by notification.”
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Clanse 385.— (Certain persons not Clause 388.—(Application of sections

to be appointed managers) etc.)
Shri K. K. Basu: I beg to move: Shri C. D. Deshmukh: I beg to
Page 194— move: '
omit lines 5 and 6 Page 194— .

Clause 386.— (Number of companies
etc.)

/ Shri Kamath: I beg to move:
Page 194, line 19—
for “members” substitute “direc~
‘f tO‘l'S”. -
Shri K. E. Basu: I beg to move:

for clause 388, substitute:

“388, Application of sections
309, 310, 311 and 316 to mana-
gers—The provisions of sections
309, 310 and 316 shall apply im
relation to the manager of a
company as they apply in rela-
tion to a managing director
thereof, and those of section 311

(1) Page 194, line 22— _ shall apply in relation to the
for “one year” substitute “three manager of a company as they
months”. apply to a director thereof.”
(2) Page 194, line 22— Shri N. C. Chatterjee: I beg to
for “one year" substitute “six move:
months”. In the amendment proposed by Shri
Shri C. D. Deshmukh: I beg to C. D. Deshmukh, printed as No. 681,
move:

(i) for “section 309, 310, 311 and
316" substitute “sections 311 and 316"

(ii) for “sections 309, 310, and 316"
substitute “section 316”.

(1) Page 194—
after line 28, add:

“(4) Notwithstanding anything
contained in sub-sections (1) to
(3), the Central Government may,
by order, permit any person to be
appointed as a manager of more
than two companies, if the Cen-
tral Government is satisfied that
‘¢ is necessary that the companies
should, for their proper working,
function as a single unit and have
a common manager.”

(2) Page 194— .

New Clauoses 388A and 388B

Shri Kamath: I beg to move:
Page 194—

after line 41, insert:

“CHAPTER IV—A

General Provisi i irec-
after line 28, add: ovisions regarding Direc

“(4) This section shall not
apply to a private company unless
it is a subsidiary of a public
mmw-’-

Clanse 387.— (Remuneration of

manager)
Shri K. K. Basn: I beg to move:
(1) Page 194, line 32—
for “five” substitute “two”.
(2). Page 194, line 32—
for “five” substitute “three”.

tors, Managing Agents etc.

“388A. Panel of Directors,
Managing Agents etc—(1) The
Central Government shall appoint
a Commission under the Commis-
sions of Inquiry Act, 1952 for the
purpose of drawing up a panel of
persons having special qualifica-
tions in economics, science, indus-
try, business, trade, , finance,
administration, agriculture, co-
operation suitable for company
~management.
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(2) It shall be the duty of the
company to employ, on a reason-
able remuneration and reasonable
conditions of service, a person
whose name has been included in
such panel, except for sufficient
cause shown by such persons.

(3) A company which wilfully
fails to employ persons whose
names have been included in such
panel shall be punishable with
fine which may extend- to two
thousand rupees.

388B. Managerial Employment
Exchange—The Central Govern-
ment shall constitute a Managerial
Employment 'Exchange in which
persons with suitable qualifica-
tions for appointment as director,
managing agent, manager, secre-
tary, shall be enrolled and the
Central Government shall offer
the facilities of the Exchange to
companies desiring them.”

Mr. Deputy-Speaker: All these
amendments are before the House.

Shall I call upon the hon. Minister
now? 3} hours have been allotted for
this group and we started at 1-30.

Shri U. M. Trivedi: No, we began
at 2.

Mr. Deputy-Speaker; Very well; we
will carry on with this group till 5-30.
How much time would the hon.
Minister like tp have?

Shri C. D. Deshmukh: About half
an hour, Sir.

Mr. Deputy-Speaker: There are
three more hon. Members who want
to speak. Shri Chettiar:

Shri T. §. A Chettiar: I shall not
take much time. One of the Mem-
bers in the Opposition Bench asked
whether I was a managing agent.
Evidently my speech yesterday must
have inspired him to put this question.
I may make it very clear that I have
mnothing to do with managing agency
and I have had nothing to do with
it, T will have nothing to do with it
in future also. The question is got
whether anybody is a managing agent

6 SEPTEMBER 1955

Companies Bill 12512
or not; the question is about the indus-
trial future of this great country. If
1 have been advocating the managing
agency system kmowing fully w:en the
evils and abuses of it In the past, it is
because I have an eye to the industrial
advancement of this country and not
merely to ideclogical differences.

I would like to say a few words as
to what the secretaries and treasurers
are expected to do. I have seen many
managing agents and secretaries and
treasurers in South India. In South
India we see no difference between
secretarieg and treasurers and
managing agents. To my mind,
the only difference that I see
between the managing agents and
secretaries and treasurers consists of
the two points which have been men-
tioned by the previous speakers, that
the commission will be limited to 73
per cent, and they will not be allowed
to appoint two directors to the Board,
etc. The advantages are that clause
323 does not apply to them and there
is no limit to the number of secre-
tary and treasurerships which they
can have. I am sure the business
community will take madvantage of
these privileges.

I would here like to say a few
words as to how it is possible for
them to develop. The Government's
idea about secretaries and treasurers
has been expressed by the Finance
Minister. It is said that there will be
a group of technicians who do not
have money, but who have individual
or collective ability to manage com-
panies, they will give that technical
skill for the management of compa-
nies without any financial stake and
that the entire financial stake will be
borne by the board of directors. If
this is so, this scheme is well worth
trying. Much will depend on how the
finance market will develop in the
future in this country. If we develop
a finance market, a capital market
and a share market, if we can have
investment corporations which will
take shares, as we have seen recently,
it will work. Till recently, these
were absent. Everybody will accept
that. In the last few years, especial-
ly after Swaraj, we have been think-
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ing on these lines. Finance Corpora-
tions have grown; there is the Central
Finance Corporation; there are Fin-
ance Corporations in the States. We
are having an investment corporation
with the help of international organi-
sations. Therefore, I think there is
some possibility of these secretaries
and treasurers developing in the way
in which the Finance Minister con-
templates. The point is this. In the
industrial development of the country
that we contemplate, we expect that
Rs. 750 crores will be invested in the
private sector. Till now, in the 30,000
and odd companies, according to the
statistics given to us, up to 31st March,
1952, the amount invested was Rs. 848
crores. Now, in the next five years,
we would like the private sector tu
invest a capital of an almost equal
amount, namely, Rs. 750 crores. The
question is whether we will find
Investment corporations to finance
this amount, whether the share mar-
ket and the capital market is so0
developed that with merely intelligent
men, with technical knowledge of
management and the industry concern-
ed, the directors will come forward
with the requisite confidence to
finance all this amount of Rs. 750
crores. To my mind, while it is
possible that secretaries and treasurers
may develop as contemplated by the
Finance Minister, to develop this tc
this large extent is something well
nigh impossible, To that extent, to
my mind, the managing agents will
continue and many of the companies
that will come will continue to come
under the managing agency system.

Suggestions were made by Shri
Gadgil and others that an amending
Bill must be brought forward vetry
soon, If the capital market is develop-
ed, no amendment of thiz Act would
be necessary at all. Though there is
managing agency at the start, after 5
years, the managements have te go to
the Government for so many things:
for renewal, for confirmation, etc. If
the capital market is sufficiently deve-
loped, Government have full
even under the present Bill as it is
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without any amending Bill, to change
the pattern of company adminisiration,
so that in course of time, there will
not be many managing agencies. I
expect that in the future, the capital
market will be so developed, and the
share market will be so developed, that
techniciang will have the capacity 1o
attract the directors and with the help
of the capital market, will be able to
establish companies. That would be
a better day for the industrial world
than today. With so much power that
has already been given to the Govern-
ment, no amending Act will be
necessary. To do it by any amendment
of the Ac: will mean a revolution.
Without any revclution, without, as it
were, cutting things with scissors,
even by the administration of the
company law as stated in this Bill, 1
expect that it will be possible for tne
new pattern in company law admints-
tration to be set up. But how it is
going to be it is beyond me or any-
body to say. It depends on the
national development on the whole.

Now, 1 would only like to refer to
one or two clauses. Clauses 386, 387
and 388 refer to appointment of
managers etec. I have found an
amendment by Government to one of
these clauses, Under these clauses as
they are in the Bill, the appointment
of a manager every year after five
vears must again come up before the
Government for confirmation. I have
just one doubt in this connection.
Managers generally work wunder the
supervision of directors, managing
agents or managing director or secre—
taries and treasurers, They are simply
technical servants of the company. I
wonder whether it should be made
necessary that their appointment
every five years or increase in thelr
remuneration should come up before
Government.

I have nothing more to suggest, but
I do hape, though I have no. evidence
of it till now; that the secretaries and
try s contemplated under the Rill
will fashion themselves after the pat-
tern suggested by the Finance Minis-
M‘ L
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Shri K, P. Tripathi (Darrang): Let
me, at the outset, join my voice with
that of Shri C. C. Shah in welcoming
this new company which has been
floated, namely the West Coast Paper
Mills, with a huge capital, with direc-
tors rather than managing directors,
and I take this opporiunity also to
congratulate one of the directors
present here, Shri Somani. Let me
also hope that the amount of ecriticism
wh.ch has prevailed all over the coun-
try against the managing agency
system will promote some change so
that people who are concerned with
business management and promotion
of companies will, of themselves, give
up the habit of starting managing
agencies for the purpose of managing
rompanies, and will come forward to
float new companies under managing
airectorships.

With regard to the statement which
Shri Somani made, I understand he
directly and clearly says: why bother
about concentration of capital? We
are in a developing stage. Be satis-
fled with development and when we
are fully developed, there will be
cipugh time for you to come forward
and say whether you want to reduce
concentration or not, From Shri
Soman! such a statement ig clearly
understandable to me, but if people
who thave accepted the Socialistic
pattern of society come forward and
say that they do not bother about
concentration, it seems to me to be
very surprising.

Shri Bansal was taking pains to
po.nt out by comparing America with
India, that there wag no concentration
of capital in India. He was quoting
Shri Mehta and 3aying that Shri
Mz=hta had made a mistake by quoting
America because in America one com
pany itself earns so much profits *hat
the combined profits of all the compa-
nies there was less. Now, Shri Barsal
in trying to criticise Shri Mehta has
fallen into the same wrong logic as
Shri Mehta himself had adopted. What
is the fallacy? The concentration cf
Power arises here also, How? Because,
the purchasing power is determined by
the difference in the per caﬂita
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income as compared to the total
amount of capital in a single hand
here as alsp in America, and if you
compare that, you will find that the
proportion would be the same. There-
fore, in spite of the fact that the profit
here earned by these big industrialists
who control our industries is 22 per
cent., their power over our economy is
almost the same as the power of such
svople in America. Now, what have
the Americans done? In America,
ithey have tried to develop these car-
tels and tycoons.

My hon. friend has said that there
is no monopoly in this country. Again
he has made a mistake. After all,
monopoly does not come into existence
all of a sudden. It is a process which
takes time to grow. When big busi-
ness finds that there is competition
which they cannot control, then in
order to avoid that competition and
to have maximum profits, they deve-
lop monopolies, Although at this
stage India has not developed that
type of monopoly which my hon
friend Shri Bansal or Dr. Krishna-
swami was saying, yet monopoly is
in the process of developing, just as
we found n the case of our news-
papers that there was an attempt to
buy up the newspapers, so that there
might be a monopoly. As soon as
Government decided that the Press
Commision should be set up, they
stopped buying newspapers and for
the time being they are lying low
waiting to see what the result may be;
and again they may start it. Similarly,
in our present state of economy, al-
though there may not be concentra-
tion of that type which may be called
a monopoly, yet there is a possibility
of its developing, because it is abso-
lutelr necessary for capital to move
in that way so as to develop or tend
to develop monopoly,

When we have taken the decision
that we are going to have a socialistic
pattern of society, wg have also de-
cided that we should prevent concen-
tration, Therefore, we have to begin
preventing it from now. Further,
what have we done? We have not
decided that suddenly we shall wipe
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out all these managing agencies. We
have given them power to continue up
to 1960, and only after that period,
we have taken power to permit some
which are good to continue and to
discontinue some which are bad
So, it is a very pragmatic way of deal-
ing with the situation. It is not like
a mad-cap suddenly coming and des-
troying everything, and saying, on,
we do not want progress, we do not
want to have a high standard of life
at all, we want only equality. That is
not what we are doing. We do want
equality, but we want also progress,
and that is why we have gone in this
way.

Yut we do not want to take a foo-
lish step namely that we permit con-
centration, for then a time will come
when we shall find that we cannot pre-
vent it at all. Shri Bansal has said,
we can prevent it in future. But it
s posible that the concentration may
become so great that we may not be
able to prevent it at all in future.
What is to happen then? The power
of capitalists is so tremendous that
we have seen how they are behaving
in a certain fasghion in the South
American countries. 1 think there-
fore that we have taken this step in
a very pragmatic way, rightly, slowly
and surely. We do not want to be
rash, but we want also to be cautious.
From that point of view, I think the
step which we have taken in this
Bill is correct, I only hope that the
intended steps will bear fruit.

With regard to the example given
by Shri G. D. Somani, I would like
to clarify the position a little. My hon,
friend seemed to suggest that there
were small tea gardens somewhere,
and there was just one superinten-
dent or manager who was going about
and giving them technical advice,
May I point out that that is wrong?
‘The uneconomic gardens which are to
be found today are in areas bigger
than that of many of the smaller tea
gardens, You will be surprised to
know that there are tea gardens which
are known as uneconomic, and which
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are in areas of 1,000 acres, 2,000
acres, 3,000 acres and so on, whereas
there are tea gardens which are hav-
ing an area of only 150 acres or 300
acres and which are still economic.
What is the reason for this? The
reason why these large tea gardens
became uneconomic was that for a
long time all the profits were taken
away without being ploughed back.

There are also may tea gardens that
had no superintendents visiting them,
and nobody advising them; the people
there learnt things on the spot,. by
planting the tea gardens, and now
they are very prosperous. In fact,
one of the Indian tea planters is such
an expert that today even the Euro-
pean firms call him to advise them.
He started from the very bottom, and
by learning things on the spot he
became an expert.

So, I think that this theory of the
concentration of wisdom in managing
agencies having been of great help
is a fallacy. I would say rather that
the managing agents have been draw-
ing away all the profits in such a way
that they have left the tea gardens
high and dry.

Coming to secretaries and treasurers,
1 really admire Shri C. C. Shah for
the restrained way in which he has
spoken. I had given notice of certaln
amendments but I have not moved
them. With distress in my mind I
have ultimately decided not to move
them. I have also tried to find out,
in spite of the eloquent speech of
Shri Morarka, what the distinction is
between managing agents, and secre-
taries and treasurers,

To me, the difference has not been
very much perceptible. It is said that
if a managing agent manages 70 com-
panies, on the appointed day, it will
be open to him to be managing agent
of only ten companies and for the
rest, he can convert himself into sec-
retary and treasurer, When this ques-
tion was mooted, we were told that it
was intended that new, young men
should come forward, combine their-
talents, and form themselves into
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companies and be in management, It
is now said that to such people,
nobody would entrust the manage-
ment, because they w ould not have
any trust. In India yet, finance goes
by trust and, therefore, such a com-
pany would not be able to function.
Therefore, although in explanation it
is said that the system of secretaries
and treasurers is meant for new
entrants and new talent, in practice
the existing managing agents will be
allowed to convert themselves into
secretaries and treasurers for compa-
nies in excess of ten of which they
are managing agents.

The second point, I am told, is that
although the Temuneration is limited
to Tt per cent, yet clause 197 will
apply so that the total remuneration
for management even in concerns
managed by secretaries and treas-
urers would be 11 per cent. Therefore,
it would be possible for the managing
agents to so use the balance that the
total cost would be the same, So 1
am at a loss to find out rather what
is the distinction meant to be. After
all, when we tell the country that we
are going to abolish the managing
agency system, the country expects
that it is going to be abolished, if not
today, gradually. When we say we
are going to have another system,
namely, secretaries and treasurers,
the country naturally expects it to be
a different system. But in actual im-
plementation when the country finds
that it will not be a different system,
but it will be practically the same,
and all those restrictions which are
applicable to the g agents
would not be applicable to the secre-
taries and treasurers—because they
would be able to manage as many
concerns as they like; the limitation
of ten will not apply to them—the
country will ask, ‘What have you
done? What did you promise? Have
you carried it out? Why did you hold
out this promise?”” To these ques-
tions, it will be very difficult to give
an answer. It is from this point of
view that I have also felt intensely
about this matter. It has been said
that it would be like the phoenix of
mythology which dies, but out of its
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ashes a new bird is born. Similarly,
out of the ashes of managing agency,
secretaries and treasurers will rise,
under a new name, but in the old
form all the same. To this question,
it would be very hard for us to give
an answer,

"Therefore, I would request the Fi-
nance Minister to take this point
seriously into consideration so that

when he is administering this law,
he will scrutinise and see how - far
these managing agents should be per-
mitted to be converted into secreta-
ries and treasurers. ‘They should not
as of right claim to be converted into
secretaries and treasurers. Rather
some tests should be applied so that
it might not be said that we made
this provision only for the purpose of
permitting all managing agents to be
converted into secretaries and treas-
urers. I therefore again request the
Finance Minister to take this aspect
into consideration so that at the im-
plementation stage, when he is called
upon to exercise his discretion, he
would so exercise it to see that total
conversion would not occur, but judi-
cious conversion would occur.

=it sTTE At W Ag o 9f-
FAR AT AR A v A F
W@ ™ g W oS wfww g
&R # A e v § 5 W frdw
F § | qg e fafad Wi fifears
TE 91 gwAr § 5 omer 3w F wey
g =fer w1g ag faum @ w1 a9
& a1 arfaTie 1 aEE @ 9] AR
g OF AT 1R &) 49 F 0F &
wx § fF &R oo &7 T @
W giaframg @
T ¢ o Y feer w1 faae A
& wFar § | W W wedr w9 A
A3f oS B @ F 9 F wwT
aF A waT § A A WA F ag W
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3 92 # fw & e ww afer @
Tz TE § AT IAFT FIA AGH AL FL
& W FETET W@ §, WA A0 w7
grmARE T A AL ..

Shri C. D. Deshmukh: This has al-
ready been passed by the House,
Does the hon. Member apply all the
remarks to the House now?

Shri K. K. Basn: It has not yet
been passed.

Shri Bhagwat Jha Azad: What
objection is there? Probably the
hon. Minister has not understood me.

Mr. Deputy-Speaker: The House
has already approved the continuance
of the managing agency. The main
question now is of secretaries and
treasurers.

S WITET AT ATAE - F T A AT
T & Fa & fF afz s A st
FAFor ToreY ¥ O87 § % T@AT  ATgaT
§ @ s gm 7 & fr A oW AR
&1 mE & S =rear § fored Ay
qfeg @ w® T8 7% § o g w=
Faer Sraw A< F AT IwH A7 fr@w
mgﬂﬁmménmﬁamm
F & v § W A & el S H

st wre : faG SR FT AT )

st TR AT WY T T e
FuR A R WA AT FT R
fr g AT oREY W @A W
& sR fad ag s & e AAfew
T Y G SO § OF J FT
stfierare faan ST el | A & A
T & fF T T T OF qE A
Ty Y TR R EF e L AR
mwﬂwﬁmmﬁﬂ’ﬂzﬂ%
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za% fF 39 FT A9 q&« AW | AW
wgx & fr aafan oo q@ wwfa
¥ SuTRT FT GEY AG F GHAT | AL
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ST FTIW FY I, A7 AATT THAT
FT & F GF | I HAA ATG0
# Fgr f5 foeer famw g 2fmsw
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Shri Eamath: For a change, let us:
have quorum,

Mz, Deputy-Speaker: Shri Kamath
may speak Now.

Shri Kamath: I have pointed out
that there is no quorum now,

Mr. Deputy-Speaker: But there will
be an exception in his favour. I want-
ed to give five minutes each to both.
these hon, Members.
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Shri U. M. Trivedi: But we have to
.rontinue up to six minutes past five.

Mr. Depuiy-Speaker: The bell is
ibeing rung. Shri Trivedi may speak.

Shri Kamath: don't you mind the
aquestion of quorum if Shri Trivedi
_going to speak?

Mr. Deputy-Speaker: Shri Trivedi
smay begin.

Shri U. M. Trivedi: I thank Shri
"Kamath and you, Mr. Deputy-Speak-
«er; let Shri Kamath take a long time.

Today's arguments appeared to be
inconsistent so far as Shri C. C.
.Shah and Shri Asoka Metha were
-concerned. Shri Shah was a Mem-
‘ber of the Select Committee and he
_gave the excuse that he was very
:seriously ill. I have sympathies for
.all those who fall seriously ill, but
I find that when this clause was
"being discussed, he attended the
.Joint Committee.

Shri C, C. Shah: That is not cor-
-réct. These provisions were brought
‘forward at the last meeting of the

Shri U, M. Trivedi: The hon
Member never sent in any amend-
-ment then,

Shri C. C. Shah: T was not pre-
sent at the meeting.

Shri U. M. Trivedi: Paragraph 141
.of the Joint Committee Report says
+on the question of new clauses:

“The Committee have no wish
to make changes in the system
of ‘secretaries and treasurers’
‘who ordinarily exercise much
the same functions as ‘managing
agents’ or ‘managers’ but with
this vital difference, namely, that
‘secretaries and treasurers’ have
no right to appoint any of their
nominees to the directorate.”

If there were other members of
-the Congress Party who wanted
40 raise objection to it, Shri
Nathwani and Shri Morarka did sub-
it their note of dissent on the Bill.
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I was surprised by what Shri
Asoka Metha said about this manag-
ing agency system. At page xxxiv
of this Report, they have said....

Shri K, K. Basu: But Shri Asoka
Metha was not a Member of the
Joint Committee,

Shri U, M. Trivedi: He represents
a Party and Shri Gurupadaswamy,
Shri Dhage, Shri B, C. Ghose and
Shri Amjad Al have signed
it, and they belong to the same
Party,

Shri K. K. Basu: But Shri Asoka
Metha may not be of the same view.

Shri U. M. Trivedi: Let me be
allowed to speak. They said in that
note of dissent:—

“We may also add that secre-
taries and treasurers for whom
provision has been ‘'made in
chapter IV could easily fulfil
such useful functions as the
managing agents are at present
considered to be performing.”

Today there was a different strain
I do not know whether it was an
afterthought or new wisdom born
It is quite true as Shri Bhagwat Jha
Azad has said that the difference
between secretaries and treasurers
and managing agents is the difference
between tweedledum and tweedledee.
There is absolutely no difference bet-
ween the two,

I am reminded of a small incident
in my life. A child was playing with
his father and his father was carrying
him on his shoulders. The child saw

- that another boy was being carried

on a pony. So, the child said to his
father that he also.wanted to ride on
a pony. The father knelt down and
said: ‘here, I am a ghoda.’ That is
the only thing that had happened
here. Managing agency has been
taken away but secretaries and treas-
urers have been put in with all their
powers except that the board of direc-
tors will guide them as to what they
will do. Not only that. We have been
clamouring—all along in this House



12527 Companies Bill
from the beginning and it appeared
to me that the whoie House agreed
that we should prevent concentra-
tion of wealth and concentration of
power in the managing agents. We
have got out of that also as was very
aptly pointed by my hon. friend.
There is absolutely no control unless
provided for under clause 331, He
can manage not only ten but any
number of firms. The secretaries and
treasurers could have any number
of companies under them. A greater
concentration of wealth would be
there. I am very sorry and I do not
want to read between the lines but
it appears to me to be so.

At the time when clause 292 was
being discussed, it was urged that
some check upon contributions to be
made to political parties should be
there—some check upon contribu-
tions by managing agents or by the
companies, Then they clamoured
that they must allow. It means that
the secretaries and treasurers are
by backdoor being provided with
such powers whereby they may be
able to contribute more to the funds
of the political parties. If that has
been the desire then we shall be
very clear about it. Shri Bhagwat
Jha Azad himself ought to have
talked about that but when that
question arose, he also joined hands.

Mr. Deputy-Speaker: I would only
suggest that motives need not be
attributed to Members of Parlia-
ment here. Hon Member could cer-
tainly say that consideration 'to this
party or that party will be shown.
But to say that hon Members vote
for or against or taking particular
sides merely indicates money for the
Party is not correct. (Interruptions)

Shri C. D, Pande: There are more
important things.

Mr. Deputy-Speaker: The hon.
Member is a good lawyer; he can
find many arguments to oppose this.
Why should he take shelter under
this? Let us not attribute motives
on Members; all of us are hon-
ourable.
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Shri U, M. Trivedi: There are
many arguments but the main argu-
ment is this, It is not that I am
imputing any impure motives to any
particular individual; far from it

Mr. Deputy-Speaker: Those hon.
Members here voting—that is a
reflection on them.

Shri U. M. Trivedi: We are guided
by super-men. The difficulty is that
we all are led and so it becomes diffi-
cult to separate the individual from
the group. The whole confusion is
created by this, as we have got to
vote according to party directions.
The wisdom of this debate dawns
later on, Anyhow, I am not going to
pursue that argument further,

5 p.M.

What I wish to point out is this.
One argument that has been advanc-
ed was about these secretaries and
treasurers not being a body corpo-
rate. I cannot understand that argu-
ment. One amendment has been
moved that they should not be body
corporate: If they can be a firm, why
should they not be a body corporate?
I do not see any logic behind such &
thing. On the contrary it should be
a body corporate. The whole con-
ception of secretaries and treasurers
from the definition stage is that they
must not be individuals but must
be more than one individual; they
must be firms. If they could be
firms, it is better and it is of greater
advantage if they could be a body
corporate. In a body corporate, we
can immediately catch hold of some
defaulter; otherwise it becomes ex-
tremely difficult to locate even the
proper persons. It so many
times happens that when  there
are insolvency proceedings against
an ordinary firm it is very
difficult to catch hold of the partners
and locate the proper persons with
whom to deal with, but in the case of
a body corporate these -difficulties do
not arise due to its being a registered
body, We can always get hold of
them in the case of a body corporate.
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I am neither for managing agencies
nor against secretaries and treasurers;
for me it makes little difference. Whe-
ther there is managing agency system
sor whether there is secretary and
treasurer system the concentration of
wealth which we want to abolish is
going to take place and concentration
of power is the ultimate aim of secre-
taries and treasurers. Under these
circumstances I see no reason whatso-
ever for limiting this power to a firm
only. I should, therefore, say that the
amendment with regard to body cor-
porate should be thrown out.

Shri Eamath: It is very refreshing
indeed to find such a yawning gulf
between my friends Shri T. S. A.
Chettiar and Shri Bansal on the one
hand and Shri K, P. Tripathi and
Shri Bhagwat Jha Azad on the other.
Tt is very delightful indeed that there
iz a yawning gulf between these two
groups, both belonging to the benches
opposite.

I do not want to labour the argu-
‘ment that the distinction between the
managing agents and secretaries and
treasurers—the new class of people
who will be invoked or will be creat-
ed in the near future—is only a dis-
tinction without a difference. That
has been amply stressed by my
friends here.

I wish to place three amendments
before the House and in doing so I
would wish to briefly make some
observations in regard to the last one
—amendment No. 1020 to new clause
388A and 388B. I have got three
amendments of which this is the last
one which I would like to take up
first. I was glad to find Shri Bhagwat
Jha Azad saying that it is very diffi-
cult, or it is impossible to find real
men of merit getting entry into these
companies, My amendment—this par-
ticular one—is aimed at the destruc-
tion of the prevalent, rampant nepo-
tism and in-lawism—I will put in
that way what you have spoken about
go often, This in-lawism is prevalent
in many companies. “Nepotism” is
etymologically derived from “nephew”
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and not “in-law.”  But. in-law is
different from mnephew; everybody
knows that. A nephew can be, per-
haps, a son-in-law in the south, but
not everywhere,

Mr. Deputy-Speaker: The hon. Mem-
ber is not personally aware of these
things.

Shri Kamath: No, Sir; T have only
heard about it from wise elders like
you. I would, therefore, commend
this particular amendment of mine to
the acceptance of the House. It has
got a two-fold objective; that is to end
this nepotism and in-lawism preva-
lent in companies and also to help re-
lieve unemployment, especially edu-
cated unemployment, in our country
today. But, I have taken care to see
that they have special qualifications.
Those who have special qualifications
will only get in—special qualifications
in economics, science, industry, busi-
ness, trade, finance, administration,
agriculture and co-operation suitable
for company management. The Cen-
tral Government shall appoint a com-
mission for the purpose of drawing up

a panel of  personnel having
special qualifications, It casts a
duty on the company to

employ these persons on reasonable

_remuneration and on other reasonable

conditions of service, and the com-
pany must give sufficient cause as to
why it does not appoint such persons,
or, sufficient cause must be shown by
such persons why they are not willing
to take up employment in that com-
pany.

Mr. Depuiy-Bpeaker: Your amend-
ment is that rules must be framed
stating the qualifications, etc., of per-
sons suitable for employment, inas-
much as joint stock companies deal
with public funds, and so, the persons
in charge must have particular quali-
fications under the rules.

Shri Kamath: My amendment is
that Government should appoint a
Commission for drawing up a panel
and these companies will have to
employ these persons compulsorily
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unless the persons concerned decline
the employment offered for adequate
reason,

A company which wilfully fails to
employ persons whose names have
been included in such panel shall be
punishable with fine which may extend
to two thousand rupees.

Then, I have provided for a mana-
gerial employment exchange in clause
388B.

Shri S. S. More: What will happen
if a person, who is appointed on
merits, subsequently weds the daugh-
ter of the managing agent?

Mr. Deputy-Speaker: There are
provisions for divorce in the Hindu
law,

Shri Kamath: That is a subsequent
.development which may not affect
the provisions. Of course you can in-
sert a new amendment. I want more
.and more ot More but there is nowa-
days less and less of him. That is un-
fortunate,

Another amendment of mine is
1006 relating to clause 372, where I
Thave said that a company shall invest
its surplus funds in Government secu-
rities or in the issue of bonus shares
to members or partly in the one and
partly in the other, That does not
‘tieed much amplification. It is clear.

The last one is amendment No. 1016
1o clause 386.

Shri S. S, More: Let us have some
‘Opposition securities instead of Gov-
-ernment securities!

8hri Kamath: Are you going to con-
tinue in the Opposition?

Mr, Deputy-Speaker: The hon
Member need not pursue that matter,

Shri Kamath: I thought you allowed
that interruption.

Mr. Deputy-Speaker: No interrup-
-tions are allowed at all

8hri Eamath: They are quite lively
sometimes and they give us a pause—
a little rest.
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My last amendment is No. 1016 to
clause 386. I think the specific notice
is given to all directors and not to
all members. I personally think that
that is what the Government means.
The Minister will please look it up.
Either it is a misprint or a mis-draft—
the draftsman’s devil, The proviso to
sub-clause (2) says that members
should be given notice. I think they
have to give notice to the directors
and not the members who are share-
holders.

Mr. Deputy-Speaker: I think ‘mem-
bers’ here means members of the
board.

Shri Kamath: Then it is all right
Anyway, it ought to be made clear,

Shri C. D, Deshmukh: I am going
to accept amendment No. 1015 to
clause 385 by Shri K. K. Basu, and
that is similar to an amendment which
1 had accepted earlier. I also have
great pleasure in accepting amend-
ment No. 1016 of Shri Kamath, be-
cause he is right in saying that where
we put in ‘members’, we meant only
directors. I have equal pleasure in
opposing the rest of those amend-
ments, because I think they are very
impractical. Then, his amendment
No. 1020 mentions a kind of a scheme
which is not suitable.

Mr, Deputy-Speaker: I think it
speaks of some Commission or a
panel,

Shri C. D. Deshmukh: It may not
fit in with the whole scheme here, in
the industrial world. Perhaps it may
fit in either with Utopia or some kind
of country like EREHWON of Sam-
uel Butler which, as the hon. Mem-
ber knows, leads the reverse way to
the land of nowhere.

Shri Eamath: Won't it fit in with
Avadi?

Shri C. D, Deshmukh: I think he is
a little ahead of his time, He seems
to have a touchy belief in qualifica-
tions, scientifie, technical and other-
wise and in commisions, I think that
will destroy the primary character of
the private sector, namely, that it is
a question of competition, choice and
private enterprise.
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Shri Kamath: I want a commission
for drawing up a panel of qualified
persons,

Shri C. D, Deshmukh: The Com-
mission is supposed to do some useful
work and if they do not do it, there
are some penalties prescribed. I think
the scheme is not feasible under the
present circumstances. Coming now to
the general debate, it seems to me
that we are over influenced by a $énse
of defeatism. I have noticed from
time to time, that is to say, while we
are passing this Bill, after such deli-
berations we are not quite sure as to
whether we shall be able to control
the matters that we set out to control.
And therefore, every time there is a
feeling that there will be some loop-
holes and some circumventions, either
conscious or unconscious, I suggest
that we ought to take a more optimis-
tic view of this and should be confi-
dent that we have succeeded in plug-
ging the major loopholes. If matters
are looked at from this point of view,
then I think hon. Members will pro-
bably come round to the views advo-
cated by the Joint Committee,

Reference was made to what I said
in regard to secretaries and treasurers.
Hon. Members have quoted the con-
cluding portion of my remarks on
this part of the subject. *“It is my
hope and I believe it is shared by
others that in coursesof time we shall
have a body of secretaries and trea-
surers who will not arise from the
traditional class...” and then I went
on to say how it might arise, That
implies that for the moment till this
evolution takes place, I contemplate
that we may have a class of secreta-
ries and treasurers even from the
traditional classes. I began by saying
that in spite of the three or four dis-
abilities “here is a way out for those
who have no finance or who do mnot
wish to enagage their funds on what
they regard as unsatisfactory terms,
because they might merely say that
*all that we are out to do is to hire
out the services of ourselves for the
management of compantes” etc, There-
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fore, it is not correct to say that the
scheme of secretaries and treasurers
is meant entirely for bright young:
men in the future, It is also intended
to be a way out of the present com-
plex, so to speak, that attends manag-
ing agents,

Now, statements have been made
again and again that there is very
little difference between secretaries.
and treasurers and managing agents.
This is again one way of corporate
management and in the same speech.
I said that “secretary and treasurer
is a corporate manager.” I can under-
stand hon. Members having views as
to whether a joint-stock company
should be managed by an individual
or a firm partnership or by a body
corporate and if they hold those views
very strongly, then I should have ex-
pected them to object to many other
sections, such as those dealing with
holding companies, because in the
case of a holding company, the rela-
tionship between the holding com-
pany and the company held is analo-
gous to the relationship between a
company and its managing agent
except that the power to control the
affairs of the subsidiary company
arises from either the wvolume of in-
vestment or the physical fact of con-
trol which may not amount to that
particular volume like 51 per cent. It
may be less, but customarily it may
be proved that the affairs of the subsi-
diary company are managed by the
holding company, It is nowhere
stated that the holding company will
not be a body corporate. Indeed, in
this country as well as in other coun-
tries all over the world, body cor-
porates do manage other companies.
One can argue for and against such a
course. There is something to be said
for personal relationship between a
company and those who manage its
affairs; on the other hand, there is
also something to be said for a body
corporate which can collect together
“amounts and resources for an integrat-
ed and coordinated system of mana-
gement of a number of companies.
They are, so to speak, specialists In
management, Our managing agents
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shdfild be described as specialists in
management, especially when they are
body corporates, in two respects: (i)
they bring together a certain amount
of capital; (ii) they bring together a
certain amount of talent. Then, their
affairs are organised as in any other
joint stcck company. That is to say,
there are boards of directors and in
order that they may be able to manage
their affairs well, they usually have
a few executive directors, whole-
time directors who specialise in diffe-
rent branches of the businesses look-
ed after by the managing agents. The
House has already passed.

Mr. Deputy-Speaker: Are the secre-
taries expected to get any money?

Shri C, D, Deshmukh: That is what
1 am coming to.

So far as the managing agencies are
concerned, that is the position,

Now, I would like to give you a
few statistics just as an illustration of
the difficulty that one comes Aacross.
I am not now referring to the new
secretaries and treasurers. 1 hope
that system will evolve in the way in
which many hon. Members have
wished in the right lines. I have
nothing to say about it. The only
thing for me to do or for any one in
my place to do. is to keep his eyes
open in the Central administration
and see that it evolves on Pproper
lines. One can certainly bear in mind
all the observations made by hon.
Members and the fears and apprehen-
sions expressed by them.

Shri Kamath: What is the signifi-
cance of ‘me or somebody in my
place’? Will he not continue in that
place?

Shri C. D, Deshmukh: What I meant
was, 5 years or 10 years hence; at any
time., That also is possible.

Shri K. K. Basu: You will be here
for 5 years.

Shri C, D, Deshmukh: There is a
company here. I will not give the
name of the company. Its net paid
up capital is Rs. 180 lakhs. It manages
40 companies. They are in jute, coal,*
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cotton, tea, sugar, plantations, and so
on and so forth. The total paid wup
capital of these managed companies is
about Rs. 21 crores. Therefore, the
percentage of its own capital on the
capital of the managed companies is
9 per cent. There iz another company
which manages 19 companies, again
in jute, miscellaneous, coal, cotton.

Shri K, K. Basu: The hon. Minister
referred to the case of a company
with a capital of Rs, 180 lakhs manag-
ing companies with a capital of Rs, 21
crores. My point ig this. The manag-
ed company may be X. I want to
know whether that managed company
X has any interest in another manag-
ed company Y.

Shri C. D. Deshmukh: It may be.
This is only the capital of the manag-
ing agency company. How it is em-
ployed, I cannot say. Part of it must
be in the managed company. Part of
it may be available to them as amount
to be loaned out in case of need to
the managed company. I am trying
to establish a relationship by way of
investment between a managed com-
pany and this. But, it is a fact that
managing agents have some invest-
ment in most of the companies that
they manage. It is also a fact that
they have some means at their dispo-
sal to be able to lend money, or back
their guarantee where there is a
guarantee to the managed company,
and it is for this purpose that they
float a company. In other words, it
is a combination of an investment
company and a managing company.
Now, as I said, that is 9 per cent. Then,
in another case, it is 19 companies
managed, again jute, cotton, coal ete.
and the total capital is Rs. 18 crores,
That gives a higher percentage,
about 23 per cent. Obviously, some of
the capital must be in the managed
companies and all of it cannot be for
giving out as loans in emergencies or
even as working capital or whatever
it may be. Then there is a third com-
pany where 18 companies are manag-
ed—again jute, miscellaneous, coal,
tea, there is no cotton, The total

L1
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paid up capital of the companies
managed is Rs. 3,60,00,000. Therefore,
it forms 25 per cent. on the capital.
The paid-up capital of the managing
agency company is Rs, 90 lakhs, which
gives a percentage of 25 of the capital
of the managing agency company to
the paid-up capital of the managed
company, Lastly, there is one more

example 1 will give, the paid-up capi-

tal of the managing agency company
is Rs. 135 lakhs, the number of manag-
ed companieg is 26, the total of the
paid-up capital of managed companies
is Rs. 190 lakhs, which gives a per-
centage of 70 of one to the other, Now.
1 have been making enquiries as to
what would happen as a result of our
imposing a limit of ten on the number
of companies managed.

Mr, Deputy-Speaker: They will be-

come secretaries.

Shri C. D, Deshmukh: What 1 say
is there have been no complaints that
either their conduct has been uncon-
cionable or that their affairs have
been badly managed. Now, the House
will have to accept the statement be-
cause 1 have not given the names, but
I am quite satisfied that they are very
respectable companies and I for one
am not aware of any charges of mis-
management or unconcionable remu-
neration in regard to these companies,
and I am quite certain that they are
making a contribution to the develop-
ment of the economy of the country.
Now, I have been given a reply that
what they would like to do is to con-
centrate their holding in companies
which they would choose out of these.
For instance, in the case of this last
company-. ...

Mr, Deputy-Speaker: Is there any-
thing in this Bill to prohibit the Sec-
retaries also investing money?

Shri C. D. Deshmukh: Nothing.
MNothing at all.

Mr, Deputy-Speaker: And therefore
restrict the number of managﬁlg
agencies to ten. Wherever they have
got 30, 40 managing agencies, the rest
of it will be converted into
and treasurers.
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Shri C. D. Deshmukh: If you would
allow me to finish my argument, that
is what I am tending to. I say that
in some cases like this 70 per cent,
this last case, it does not seem to me
to matter very much. They are not
bothered about it because they have
a very large percentage of holding and
whether you call them managing
agents, whether you call them secre-
taries and treasurers, or whether
they are all turned into boards of

. directors, I do not believe they would

bother a bit. All these companies are
really held by them. Unless they
choose to get out of their®sharehold-
ing, that company, 1 do not suppose,
will be faced with any difficulty, but
there is this other capital with 9 per
cent. It may be that they will wish
to concentrate whatever they have—
that is, the paid up capital of Rs.
1,80,00,000 or whatever it is that is
invested in these companies—may be
in some companieg of their choice, so
that they would say that these are
good companies in which we wish to
have a good financial stake so as to
make sure that we have the control.
And as I have said frequently, I can-
not see anything wrong in a person
contributing substantially to invest-
ment in a joint stock company and
wishing to have some voice in the
management of that company. As I
say Government does it, other nations
do it wherever they give large monies,
and international bodies do it, and I
do not see why an investor should
not do it, either by boards of direc-
tors or by any other means that are
from time to time open to them, Now,
what would happen i they withdraw
their financial stake which is thinly
spread at the moment through all
these managed companies? What
would happen to those companies in
which they do not choose to have a
financial stake? They choose their
ten companieg which they would be
managing agents of, as long as they
are permitted to be managing agents,
As for the rest, I cannot say any rea-
son why the present system of mana-
gement should be interfered with,
because they will get out of control,
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and they will have no financial com-
trol. Indeed, there is a section which
prevents them from nominating direc-
tors. But it may suit the managed
company to say, now we understand
that you have mo responsibility to
finance our affairs, because you would
not have the funds and your funds
are now engaged in a more intensive
way in the other companies, never-
theless we would like your manage-
ment, we have been used to your
people, you have specialised in our
problems, so, we would like you to
continue as secretaries and treasurers.
And I cannot see that any public in-
terest is injured by this. Indeed, I
am of the opinion that public interest
will be advanced by this, because if
they drop these companies, then those

* companies will have to form boards
of directors and since secretaries and
treasurers will ex hypothesi have no
financial interest in these companies,
and will not have the means with
which to acquire financial interest
in these companies, they will be at
the mercy of, may be, people who
have command over resources, there
might be competitions and struggles
for power in the way I mentioned the
other day, and I think it will inter-
fere with the smooth management of
these companies, Now, I suggest that
that is an experiment which is worth
watching.

My next point is that no one can
turn himself into a secretary and
treasurer without the approval of the
Central Government, because as Shri
Morarka has pointed out, the basis of
the thing is that there are at the
moment very few secretaries -and
treasurers. 1 shall presently give a
few details about what they are. And
they happen to be in the south, as
was stated by Shri T. S, A. Chettiar,
Now, in the rest of the country, there
are no secretaries and treasurers.
Therefore, no one can become a see-
retary and treasurer without ‘the ap-
proval of the Central Government, If
in spite of these presumptions which
I have raised, it appears that mana-
gement has not been satisfactory or
there is some other reason why a
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particular management should not
continue, it is open to us to say to the
body corporate, you shall not convert
yourself into the secretaries and trea-
surers of thiz managed company. So,
here again, as under clause 325, pub-
lic interest will be the sole guide, and
I suggest that the House should agree
to leaving this way open in regard to
these cases. Whether they are nine
cases or sixteen or twenty-seven, 1
am not joining issue with the hon.
Member. 1 gave only figures arising
out of the 1720 cases that were with
me, where there were 1330 managing
agents. Undoubtedly we know that
there are many more managing
agents, and therefore the number of
companies where there is a holding ot
more than ten companies would be
larger. I do not quite know the num-
ber. Probably, the hon. Member’s in-
vestigation ig right, although # took
place in 1948.

Shri Asoka Mehta: 1949,

Shri C. D, Deshmukh: It may be
that things have changed a bit be-
cause the Act of 1951 came for this
very reason that there was a ten-
dency for a struggle developing in
regard to managing agencies, and
there was a danger of unworthy peo-
ple, people with not too good a re-
cord acquiring some managing agen-
cies; and as our attention was drawn
to it, we first passed an ordinance
and then took powers to regulate this.

Now, I shall give some facts in re-
gard to the existence of secretaries
and treasurers, The important point I
wish to make is that ‘secretaries and
treasurers’ is not a term unknown to
the law, nor is that arrangement un-
known to the law,

It is true that the presemt Com-
panies Act does not countain any defi-
nition of ‘secretaries and treasurers’,
There are two sections in it, namely
sections 34 and 119 which refer to a
secretary. A secretary is conceived—
but that is different—as on who 1s
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entrusted only with office and secre-
tariat duties. So, we need not bother
about secretary, But the point is that
there is no definition of ‘secretaries
and treasurers’. Nevertheless, there
is nothing in the Act to prevent any
individual, partnership, or body cor-
perate, from setting itself up as sec-
retaries and treasurers with some-
what limited powers and functions
over the affairs of the company than
what a managing agent usually pos-
sesses.

Obviously, if any body corporate
set themselves ag secretaries and
treasurers, they would not have
powers which are given to the manag-
ing agents corresponding to powers
under clause 377 to nominate direc-
tors and so on. Now, therefore, there
was a lacuna in the present Act which
was prominently brought to our
notice sometime ago, when we had
to consider an application from a com-
pany which wished to appoint another
well known managing agency house
in Cal~utta as its secretaries and
treasurers. Therefore, what T am sug-
gesting is that if I had not brought
these provisions for inclusion in the
Bill, the situation would have continu-
ed unregulated. And there was noth-

ing in the law to prevent any body

corporate from cffering themselves as
secretaries and treasurers. There-
fore, I think I have done a certain
amount of public good in bringing it
within the compass of our law and in
trying to regulate it. It is not an
invention to find a circumvention of
the law, so to speak, to find a way
nut. This particular rompany claimed
that the powers it proposed to eonfer
on its secretaries and treasurers were
considerably less than those whirh a
managing agent usually exercised,
and therefore, the company was not
bound to cbtain the prior approval of
the Government to the appointment
of this managing agency house as its
secretaries and treasurers. The ecase
has not vet been finally disposed of.
although in view of this controversv.
the current controversv. the companv
Is not pressing its application,
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Therefore, it seems to me that it
was always open to an individual or
a firm or a body corporate to offer
itself as secretary and treasurer, pro-
vided it modified the terms and con-
ditions of appointment suitably so as
to avoid being caught by the defini-
tion of managing agent, within the
meaning of section 2 (1) (9A) of the
Act. This is the present position.
This position was obviously unsatisfac-
tory and we considered it desirable
to recognise the system of secretaries
and treasurers formally and to regu-
late their activities under the new
Act. It will be recalled -that it was
a similar consideration which induc-
ed the then Government of India in
1936 to recognise the institution of
managing agents formally for the
first time in the amendment of 1936—
many hon. Members do not know that,
But it was formally recognised for
the first time in 1936, and a decision
was made to incorporate the provi-
sions relating to managing agents in
that A-~t. It is, therefore, reasonable
to claim that the provisions relating
to secretaries and treasurers attempt
to regulate the activities of an insti-
tution which, if left outside the scopd
of the new Act, would have enabled
companv promoters and managements
to continue to carry on the activities
of managing acents but with lower
powers and under a different name.
And that is the real distinction,

Now, we have defined secretaries
and treasurers almost in the same
way as a manager, and the definition
is materially different from the defl-
nition of managing agent. This, again.
conforms to our intention of treatine
secretaries and treasurers more as
managers, that is to say, as corporate
managers and not as quasi-managing
agents. The difference lies in this.
The first portion is about remunera-
tion. Some hon, Members have said
that since there is a total ceiling of
11 per cent under clause 197, there is
nothing preventing secretaries and
trea-urers from ex-~eeding 74 per cent.
Well, 1 say that the central adminis-

tration is there which will prevent
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such things from happening because,
as I have p.inted out, barring a few
secretaries and treasurers who are
existing today, no one can become
secretary and treasurer without the
positive approval of the central admi-
nistration. Therefore, it 15 quite 1m-
possible for secretaries and treasurers
to get away with any remuneration
in excess of 74 per cent.

Secondly, as I have already pointed
out, they will have no right to appoimnt
any director. I might as well deal
with one small observation made in
‘this regard by Shri Morarka. As far
as I can see, the omission or exclusion
of clause 280 is simply a matter of
drafting. That is to say, the other
clause only refer; to managing agents
who are authorised by the articles
and by their agreement to appoint a
director to the Board. In other
words, clause 260 is a kind of adjec-
tive provision and not a substantive
provision and that is why the exclu-
sion applies both to 377 and 260, It is
not as iz it is intended to give secre-
taries and treasurers a power which
they do not possess by their articles of
agreement, And, if the articles of
agreement do give such a power, then
we shall not recognise them as secre-
taries and treasurers. Indeed, clause
260 does not also apply to managing
agents who have no power under
their agreement to appoint a director
under clause 377. Therefore, clauses
377 and 260 go together. I do mnot
think there is any danger of the sec-
vetaries and treasurers appointing
people merely by virtue of clause 260.

Ther there is the third limitation,
which is well known, about purchasing
and selling goods and so on. In prac-
tice, most secretaries and treasurers,
as I said, would have to come to us
tor the approval of their terms and
conditions, I have examined various
model agreements between a com-
pany and its secretaries and treasu-
rers. I have noticed that in a large
number of cases those agreements
differ quite substantially from the
pgreements with managing azents:
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tere I have about 16 cases which I
nAVe examuned ol Secrefaries ang
ireasurers; in other words, tnere are
16 sec.etaries and treasurers in exist-
ence today, whose operauons went
unnoticed and uncommented on. Here
are hon, Members rising and saying
that this has been introduced in order
to enable the managing agents to get
away under some new name. That I
consider is a very unjust kind of re-
mark especially in the circumstances
in which an earnest effort is made to
find a way out of the existing difficul-
ties and to introduce a minimum dis-
turbance in the management of com-
panies where there is no evidence of
abuse.

Shri K. K. Basu: The existing
difficultie; of managing agents?

Mr. Deputy-Speaker: The hon.
Member feels that it is only a step
to remove the existing difficulties of
managing agents.

Shri C. D. Deshmukh: Whatever
it may be, whether it is from the
companies’ point of view or from the
managing agents’ point of view, cer-
tainly there is a difficulty, What I
have been told is that they will be
willing to give them up. I must re-
gard this thing from the point of
view of the managed companies.
Would it be good for the managed
companies in their case to shed those
who have been managing their affairs
for the last 25 or 30 years? I
suggest that it is at least a matter
worth looking at by the Central
Administration. Then w¢ can make
up our mind. We may say that
nothing will happen to this company
if it is managed by a board of direc-
tors but it is just possible that the
Central Administration may come to
a decision that there is mo reason
why this company should not con-
unue to be managed by the managmng
agents as secretaries and treasurers
provided, as under the law, they
will have no representalion on the
board of directors and they Wil
have no financial stake and that their
achedule of Ppowers s Propergy
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scrutinised by the Central Adminis-
tration. A perusal of these agree-
ments shows that in some cases the
powers are similar to those of the
managing agents and in other cases
they stand on a different footing. It
will be our purpose to secure that
they do not have the same powers
as the managing agents. Responsi-
bility and power must go together
and if there is less responsibility
sthere should be less of power, It is
in this spirit that # is intended to
administer this particular portion of
the Companies Act if it is passed by
the House. ’

Now I come to the question of
concentration of wealth and of
power. Whether secretaries and
treasurers will have economic power
or not iz a matter of opinion. In
the same sense a body corporate
may with a lower range of powers
be called a manager. Much power
is synonymous with patronage. Cer-
tainly, I suppose they will have a
certain amount of power but they
won't have purchasing and selling
powers except under special condi-
tions and they won't be certainly
able to influence the affairs of the
company which they are managing.
So far as concentration of wealth is
concerned, that is an entirely diffe-
rent matter. It arises in this field,
and it may arise in wvarious other
fields and there are other means which
are open to the Government to ensure
that the concentration of wealth does
not occur.

Even in the industrial field there
are various methods which are open
to Government, as I mentioned the
other day, to take at the proper
time. In appropriate circumstances
one could consider a limitation of
dividends, a tax on capital gains, an
excess profits tax which I think is
still in existence, a business profits
tax and a few other methods are
there by which one could stop this
concentration of wealth going for-
ward, and fihally there is the Estate
Duty Act. So I do not think that
one need be deterred by the thought
of excessive concentration of wealth

6 SEPTEMBER 1955

Companies Bill

12546

and power merely by reason of owr
allowing body corporates to manage
a number of companies. That is my
view and I submit it respectfully to
the House for its earnest considera-
tion,

I think I have covered most of
the points that had been raised by
hon. Members in regard to secreta-
ries and treasurers,

Dr. Erishnaswami: What about
amendment No. 681 relating to
managers? Is the hon, Minister
withdrawing it? .

Shri C. D. Deshmukh: In regard to
clause 388, one has to go again to
the definition of ‘managers’. The
examples given by the hon. Member
were examples of men receiving
Rs. 500 or so. I cannot imagine a
man of Rs, 500 being put in substan-
tial charge of the affairs of
a company. He might be some other
kind of manager but I do not know
where power exists, but I shall cer-
tainly....

Dr. Krishnaswami: Small compan-
ies with a capital of Rs. 5,00,000
or Rs. 6,00,000 have such managers.

Shri C, D. Deshmukh: I should
think that the power delegated to
the manager there would be small;
in other words, one would have to
decide the case on its merits, and
power should reside with the board
of directors. But I would ask a
question of hon, Members. What
should I do where there is a delibe-
rate attempt to swell the emolu-
ments of the manager in companies
with a capital, not of Rs. 5,00,000
but of Rs. 5 crores?

Dr. Krishnaswami: Then he should

have an upper limit or say anything
above Rs. 3,000 or so.

SBhri C, D. Deshmukh: No such
amendment has been brought for-
ward here. Therefore, it is a matter
which has to be borne in mind, so
to speak. If hon. Members had said
or someone had said that provided
the rate of remuneration per month
does not exceed Rs. 1,000 or Rs. 1,200,
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I would not have minded, but
no hon. Member has thought it fit
to bring forward an amendment of
that kind. We have got to keep our
eyes always on the possibilities of

circumvention at the higher levels.

in most of these things. It is recog-
nised that at the lower levels many
people will be put to inconvenience.
We shall have to deal with and clear
their cases as quickly as possible.

Dr, Erishnaswami: But you have
got clause 197—the overall limit of
managerial remuneration,

Shri C. D. Deshmukh: It is a
minimum remuneration. I shall not
develop the other points and they
are very £fmall points. There must
be at least a few matters in which
we have to accept the advice of the
expert committee because a lot of
people have given consideration to
those matters. That is my only
reply to some of the points raised
by Shri Tulsidas,

Mr. Deputy-Speaker: We will take
the earlier group of clauses with
respict {0 some of which the amend-
ments have been allowed to stand
over. Amendment No. 895 to clause
323.

The question is:

Page 171—for clause 323 sub-
stitute:

“323. Every managing agent to
cease functioning by 31st Decem-
ber, 1958.—Every managing agent
shall cease to function as such
on the 31st December, 1958 unless
he ceases so to function at an
earlier date:

Provided, however, that the
Central Government may, by
notification in the Official Gazette,
permit the continuation .of
managing agents, wholly or in
part, in such class or description
of industry or business as may
be specified in the notification:

Provided further that the rea-
sons for the granting of such
- permission shall be recorded in
writing in the said notification.”
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Those in favour will say ‘Aye’,
Some Hom Members: Aye,

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

Several Hon. Members: No.

Mr, Deputy-Speaker: The Noes
haVe it,

Some Hon. Members: No, Sir; the
Ayes have it.

Mr. Deputy-Speaker: Hon, Members
in favour will rise in iheir seats.

There are eleven hon. Members in
favour of it.

Those who are against will rise in
their seats,

There is a large number. So,
the amendment is lost.

The motion was negatived.
Mr. Deputy-Speaker: The gquestion
is:
“That clause 323 as amended,
stand part of the BillL”

The motion was adopted.

Clause 323, as amended, was added to
the Bill.

Mr, Deputy-Speaker: ‘There is a
new clause 323A sought to be intro-
duced by amendment No 897, I shall
put it to the vote of the House.

The question is:

.Page 171—
after line 26, insert:

“323 A. Compani gaged in
certain classes of industry not to
have managing agents—Notwith-
standing anything contained in sec-
tion 323, no company engaged in the
manufacture or salé of any cotton
or jute textile, electrical goods or
equipments, or the generation or
supply of electricity, or the extract-
ing or sale of any migeral, or in any
plantation industry shall be manag-
ed by a managing agent after the
31st December, 1958, or the expiry
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of the term of the existing manag-
ing agent, whichever is earlier.”
Those in favour of the amendment

will say ‘Aye.

Some Hon, Members: Aye.

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

Several Hon. Members: No.

Mr. Deputy-Speaker: The Noes
have it,

Seme Hon. Members: The Ayes
have it.

Mr, Deputy-Speaker: Those hon.
Members who are in favour may
kindly rise in their seats,

There are eleven hon. Members.
Those against may kindly rise in
their seats.

There is a large number, So, the
amendment is lost.

The motion was negatived.
Mr. Deputy-Speaker: There is an
amendmen; No. 973 seeking to intro-
auce new clause 328A.

The question is:
Page 173—
after line 3, insert: .

“28A. From the decision of
the Central Government under
clause (b) of sub-section (1) of
section 325 or wunder section
328, an appeal shall lie to a bench
of three Judges of the High
Court at the instance of the
Company or a member or credi-
tor or debenture holder thereof.”

The motion was negatived.

Mr. Deputy-Speaker: Now we will
take up clause 329. There is an
amendment—No 234,

The question is:

Page 173, lines 10 to 12—

omit “unless before that date he is
re-appointed for a fresh term in
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accordance with any provision con-
tained in -this Act.”

Those in favour of this amendment
will say ‘Aye’.

Some Hon. Members: Aye,

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

Several Hon, Members: No,

Mr. Deputy-Speaker: The Noes
have it.

Some Hon. Members: The Ayes
have it.

Mr. Deputy-Speaker: Those who
are in favour may kipdly rise in
their seats,

There are eleven hon  Members.
Those against may kindly rise in
their seats,

There is an overwhelming majority
aga.nst the amendment...

Shri Kamath: We want a division.

Mr, Deputy-Speaker; Even if we
unnecessarily exercise hon. Mem-
bers’ legs the same situation will
arise. The amendment is lost by an
overwhelming majority.

The motion was negatived.

Shri A. M. Thomas: Shri More
says that he is standing without
understanding.

Mr. Deputy-Speaker: I will now
put clause 329,

The question is:
“That clause 329 stand part of
the Bill".
The motion was adopted.
Clause 329 was added to the Bill.

Mr. Deputy-Speaker: There is an
amendment No. 939 which seeks tc
introduce a new clause 3334,

Shri K, K. Basu: Shri More wants
to know.

Shri S. S. More: 1 am prepared to
stand without understanding.
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Mr. Deputy-Speaker: Hon. Mem-
bers have got their papers with
them.

Shri Raghavachari (Penukonda):
May 1 respectfully submit that the
clauses were discussed very  early
and it was understood that they
would be put to vote at 2.50; then
they had been kept over till 5.30.
That meant that the debate would
go on and the woting would take
place at any time. People naturally
have the difficulty of not being able
to follow. We do not understand,

Mr., Depuiy-Speaker: I am not
criticising the hon, Member. On the
other hand I wanted to refer to it
so that hor® Members may refresh
themselves. I am looking into it
myself. I shall now put amendment
No. 939 seeking to introduce new
clause 333A moved by Shri Sadhan
Gupta suggesting that tax-evaders
should not act as managing agent
Hon. Members have heard the argu-
ments of Shri Sadhan Gupta.

The question is:

Page 174—

after line 36, insert:

“333A. Tarx-evader not to act to
managing agent—(1) If in respect of

{a) any person,
(b) any firm or any pariner the.re-_

AR Y

(c) any public company or any
director thereof,

(d) any private company or any
member or director thereof,

any court or tribunal or other autho-
rity arrives at a finding that such
person, firm or partner thereof, body
corporate, director or member there-
of, as the case may be, has concealed
the particulars or has deliberately
furnished inaccurate particulars of
such  income or if such  per-
son, firm or partner, body cor-
porate or director or member thereof
has evaded payment of taxes under
any law or has been convicted for

»
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any offence under any such law, then
in cases referred to in clause (a),
the individual, in clause (b), the
firm as well as each partner thereof,
in clause (c), the company or every
director thereof, in clause (d), the
company, each director and each
member thereof, shall be disqualified
for appointment or for acting as
managing agent of any company.

(2) This section shall apply not-
withstanding any want of jurisdic-
tion in the court or the tribunal or
the other authority on  account of
any technical defects in its consti-
tution or composition.”

Those in favour will kindly say
“Aye",

Some hon. Members: Aye.

Mr. Deputy-Speaker: Those against
will kindly say “No”.

Several hon. Members: No,

Mr. Deputy-Speaker: The Noes
have it

Shri Kamath: The “Ayes” have it.

Mr. Deputy-Speaker: Hon. Mem-
bers who are in favour of this
amendment will kindly rise in their
seats,

There are 9 Members who are in
tavour.

Now, I will ask those who are
against this amendment to stand in
their seats.

Shri K. K. Basu: Let us know the
number who are in favour of tax-
evaders.

Mr. Deputy-Speaker: There is a
large number against the amendment
and it is lost.

The motion was negatived.

Mr. Deputy-Speaker: Now I will
put amendments 987 and 988 to clause
348 to the vote of the House.
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The question is:

(i) Pages 179 and 180—

omit lines 41 to 44 and lines lgndz
(ii) Page 181—

after line 2, add:

“(0) bounties and subsidies re-
czived from any Government, or
any public authority constituted
or authorised in this behalf by
any Government.”

Those in favour of these amend-
ments will kindly say “Aye”.

Some hon. Members: Aye.

Mr. Deputy-Speaker: Those against
will say “No”.

Several Hon. Members: No.

.Mr. Deputy-Speaker: The Noes
have it.

Shri Eamath: The Ayes have it.

Mr. Deputy-Speaker: Hon. Mem-
bers in favour of the amendments
will kindly rise in their seats.

There are 9 Members in favour.
(interruption).

Both sides are rising. One side at
a time.

Shri K, K. Basa: The Finance
Minister is canvassing votes in the
House.

Mr. Deputy-Speaker: Now, those
against these amendments will kindly
rise in their seats. There is a very
large number and so the amendments
are lost.

The motion was negatived.
Mr. Deputy-Speaker: The question
18!

“That clause 348, as amended,
stand part of the Bill"

The motion was adopted.
Clause 348, as gmended, was added
to the Bill.
Mr. Deput$-Speaker: Now, I will
put amendment No. 992 to clause 363
to the vote of the House.
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The question is:
Page 185, line 35—
add at the end:

“and such sum may be deducted
by the company from any sums
due from it to the managing
agent”,

The motion was negatived.
Mr. Depuiy-Speaker: The gquestion

“That clause 363 stand part of
the BillL”

The motion was adopted.

Clause 363 was added to the Bill

Mr. Deputy-Speaker: I will now
put amendment No. 993 to clause 365
to the vote of the House.

The question is:
Page 186, —

after line 27, add:

“(i) where payment of such
compensation to the managing

agent would be otherwise inequi-
table or improper”.

The motion was negatived.
) Mr. Deputy-Speaker: The question
is:
“That clause 365 stand part of
the Bill”.
The motion was negatived.
Clause 365 was added to the Bill.

Mr. Deputy-Speaker: Now, I will
dispose of clause 197 which was held
over. There are two Government
amendments and I will put them to
the vote of the House.

The question is: .
Page 99, sub-clause (4), line 3,—

to sub-clause (4), add the follow-
ing proviso:

“Provided that where a monthly
payment is being made to any
managing or whole-time direc-
tor or directors and the manager
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or to any one or more of them

~ and the Central Government is
satisfied that for the efficient
conduct of the business of the
company, the minimum remunera-
tion of fifty thousand rupees per
annum is insufficient, the Central
Government may, by order, sanc-
tion an increase in the minimum
remuneration to such sum, for
such period, if any, and subject
to such conditions, if any, as may
be specified in the order.”

The motion was adopted.

Mr. Deputy-Speaker: The question
is.

In the 2mendment, printed as
No. 281,—

(i) after “is being made”
insert “or proposed to be made”;

(ii) after “fifty thousand rupees
per annum is” insert ‘“or will
be”; and

(ili) after “for such period”
omit “if any”

The motion was adopted.

Mr. Deputy-Speaker: Are there any
other amendments to this clause?

Shri Tulsidas: There are my amend-
ments—I do not remember the num-
DErs now.

Dr. Krishnaswami: There iz my
amendment also.

Mr. Deputy-Speaker: The gquestion
is:

Page 98, line 21,—

after “managerial remuneration”
insert “by way of commission™

The motion was negatived.

Mr. Depuiy-Speaker: The gquestion
is:

Page 98, lines 21 and 22—

omit “and minimum managerial
remuneration in the absence of in-
adequacy of profits.”

The motion was negatived.
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Mr. Depuiy-Speaker: The question
is:
Page 98, line 25—

after “by the company"” insert “by
way of comiss:l:?n”

The motion was negatived.

Mr. Deputy-Speaker: The question
is:
Page 98, line 27—

after “if any” insert:

“in respect of their services as
directors, managing agents or
secretaries and treasurers, and
managers.”

The motion was negatived.
Mr. Deputy-Speaker: The question
is:
Page 98, line 27—

for ‘“eleven per cent” substitute

“six per cent”
The motion was negatived.

Mr. Deputy-Speaker: Amendment
No. 615 is the same as No. 76. It is
barred.

The question is:
Page 98, line 27—
after “eleven per cent.” insert:
“up to 20 lakhs and for every 10
lakhs above that, the rate should
come down by 1.5 per cent till

the final rate of remuneration
comes to 5 per cent.”

The tion was negatived.

Mr. Deputy-Speaker: The question
is:

Page 98, lines 29 and 30—

omit “except that the remuneration
of the directors shall not be deduct-
ed from the gross profits”.

The motion was negatived.
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. Mr. Deputy-Speaker: The question
is:
Page 98, after line 30 edd:
“Notwithstanding anything contain-
ed in section (1) the total remu-
neration so payable -shnll not exceed
six per cent of the net profits of the
company when it is paying only
minimum wages to its lowest (paid
workers, eight per cent when it is
paying fair wages to them, and eleven
percent when it is paying living
wages to them.
Explanation: For the above purpose
minimum, fair and living wages shall
be understood to mean as follows:—

(a) The ‘living wage’ represents
a standard of living which pro-
vides not merely for a bare physi-
cal subsistence but for the main-
tenance of health and decency, a
measure of frugal comfort and
some insurance against the more
important misfortunes:

(b) The ‘minimum wage’ must
provide not merely for the bare
sustenance of life but for the pre-
servation of efficiency of the
worker by providing for some
measure of education, medical
requirements and amenities.

(c) While the lower limit of
the ‘fair wage' must obviously
be the minimum wage, the upper
limit is set by the capacity of
industry to pay. Between these
two limits the actual wages will
depend on— '

(i) the productivity of labour;
(ii) the prevailing rates of
wages;

(iii) the level of the national
income and its distribution; and

(iv) the place of the industry
in the economy of the country.”
The motion was negatived.
Mr. Deputy-Speaker: The question
is:
Page 98—
for lines 3% to 40, substitute:

“(3) Nothing contained in sub-
gections (1) and (2) shall—
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(a) apply to. a director or
a manager unless he is either
an associate of the managing
agent or shares in the profits
of the company;

(b) apply to a company the
effective capital of which is
not more than fifteen lakhs
of rupees unless the Central
Government so—directs and
giving such directions, may
order that it shall apply,
subject to modifications as it
may deem fit for the effcient
conduct of the business of
the company;

(c) affect the operation of sec-
tions 351, 352, 853, 354, 357,
358, 359 or 360.”

The motion was negatived.

Mr. Deputy-Speaker: The question
is:
Pages 98 and 99—

omit lines 41 to 46 and 1 to 3 res-
pectively.

The motion was negatived.
Mr. Deputy-Speaker: The question
is:
Page 99, line 2 —
for “fifty thousand ruppes” substi-
tute “forty eight thousand ruppes”
The motion was megatived.
Mr. Deputy-Speaker: The question
is:
Page 99, line 2—
for “fifty thousand gupees" substi-
tute “twenty-five thousand rupees”
The motion was negatived.
Mr. Deputy-Speaker: Amendment
620 is the same as No. 77. It is barred.
The question is:
In the amendment proposed by

Shri C. D. Deshmukh printed as
No. 281,

after “to any managing or
whole-time” insert ‘“or part-
time™.

The motion was negatived.
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Mr. Deputy-Speaker: The question
is:
Page 98—
omit lines 35 to 38
The motion was negatived.
Mr. Depuiy-Speaker: The question
is:
Page 98, line 38—
“351"
Thez motion was negatived.
Mr. Depunty-Speaker: The question
is:
Page 98, line 40—
omit 359" « N
The motion was negatived.
Mr. Deputy-Speaker: The guestion
is:
Page 99, line 2—

for “fifty thousand”
“twenty thousand”

omit

substitute

The motion was negatived.

Mr. Deputy-Speaker: Amendment
No. 648 being the same as No. 619, is
barred.

The question is:

Page 99, line 2—

for “fifty thousand”
“thirty thousand”

The motion was negatived.

Mr. Deputy-Speaker: The questiony”
is:

Page 98, line 27—
for “eleven per cent.”
“eight per cent”
The motion was adopted.

Mr. Depunty-Speaker: The question
is:

substitute

substitute

Page 98, line 27—

after “its manager” insert:
“and persons in effective
management of the company”

The motion was negatived.
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Mr. Deputy-Speaker: The question

is:
Page 99,—
after line 3 add:
“Provided that the Central
Government may authorise . a

higher amount for reasons record-
ed in writing”
The motion was negatived.
Mr. Deputy-Speaker: The gquestion
'81

In the amendment proposed by
Shri C. D. Deshmukh printed as
No. 281,

for “ffty thousand rupees”

substitute “twenty-five thousand
rupees”

The motion was negatived.

Mr. Deputy-Speaker: The question
is:

“That clause 197, as amended, stand
part of the Bill”

The motion was adopted.
Clause 197, as amended. was added

to the Bill.

Mr. Deputy-Speaker:
368. The question is:

“That clause 368 stand part of the
Bill”

The motion was adopted.
Clause 368 was added to the Bill.
Mr. Deputy-Speaker: Clause 369.
The gquestion is:

Page 187—

omit, lines 34 to 39.

The motion was negatived.

Mr. Deputv-Speaker: Amendment
No. 983 is the same as amendment
No. 962. It is barred.

Mr. Deputy-Speaker: The question
is:

“That clause 369 stand part of the
Bill”

The motion was adopted.
Clause 369* was added to the Bill.

Now clause

*In sub-clause (2) of clause 369, line 36, the word “purposes”, was

substituted by the word “purpose”, as patent error under the direction of the

Speaker.

3



13561 Companies Bill

Mr. Deputy-Speaker: Clause 370.
The question is:
Pages 187 and 188—

line 48 and lines 1 and 2 respec-
tively,

omit “unless the making of
such loan, the giving of such
guarantee or the provision of
such security has been previously
authorised by a special resolution
of the lending company”.

The motion was megatived.

. Mr. Depnty-Speaker: The gquestion
is:

“That clause 370 stand part of the
Bill”,

The motion was adopted.
Clause 370 was added to the Bill.
Mr. Deputy-Speaker: Clause 371.

The question is:
Page 188—
for lines 30 to 36, substitute:

“Provided that if the loan has
been repaid in full or in part,
the court may take into consi-
deration such repayment in pass-
ing any sentence of imprison-
ment”,

The motion was negatived.
Mr. Depuiy-Speaker: The question
“That clause 371 stand part of the
Bill” s
The motion was adopted.

Clause 371 was added to the Bill.

Mr. Deputy-Speaker: Clause 372
I shall put Government amendments
first.

The question is:

Page 189, line 18—

after “at the meeting” insert
“except those not entitled to vote
thereon”

The motion was adopted.
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Mr, Deputy-Speaker: The question

is
Page 189, lines 18 to 21—

for “unless further notice of the
meeting and of the resolution pro-
posed to be moved thereat has been
given to all the directors then in
India, and also to other directors at
their registered addresses in India”
substitute:

‘“unless further notice of the
resolution to be moved at the
meeting has been given to every
director in the manner specified
in section 285" .

The motion was adopted.
Mr. Deputy-Speaker: I shall now

put other amendment. The question
is:

Page 189—
(i) line 3,
for “ten per cent.” substitute
“five per cent.”
(ii) line 7,
for “twenty per cent.” substi-
tute “ten per cent.”
The motion was negatived.
) Mr, Deputy-Speaker: The question
18
Pages 188, 189 and 190—

for lines 42 to 48, 1 to 47 and 1 to
11, respectively substitute:

“372. Permissible investment
by company.—(1) A company
shall invest its surplus funds in
Government securities or in the
issue of bonus shares to members
or partly in the one and partly
in the other.”

The motion was negatived.
Mr, Deputy-Speaker: The question

Page 190—
omit lines 8 to 11.
The motion was negatived.
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Mr, Deputy-Speaker: The question

“that clause 372, as amended stand
part of the Bill” ’
The motion was adopted.

Clause 372, as amended, was
added to the Bill.

Mr. Deputy-Speaker: Clause 373
The question is:

Page 190, line 32—
for “two years” substitute “one
year”
The motion was negatived.
Mr, Deputy-Speaker: The question
is:

“That clause 373 stand part of the

The motion was adopted.
Clause 373 was added to the Bill.

Mr. Deputy-Speaker: The question
i’:
“That Clause 374 stand part of the
BilL”
The motion was adopted.
Clause 874 was added to the Bill.

Mr, Deputy-Speaker; Clause 375.
The question is:

Page 181, line 2—

for “twenty per cent” substitute
“fifteen per cent.”

The motion was negatived.
) Mr, Deputy-Speaker: The question

is:
Page 191, line 89—

for “seventy per cent.,” substitute
“thirty per cent.”

The motion was negatived.

_ Mr, Deputy-Speaker: The question
is:

“That Clause 375 stand part of the
Bull“ -

The motion was adopted.
Clause 375 was added to the Bill.
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Mr, Deputy-Speaker: The question
is:

“That Clause 376 stand part of the
BilL.”

The motion was adopted.
Clause 376 was added to the Bill

Mr. Deputy-Speaker: Clause 377.
The question is:

Pages 191 and 192—
for clause 377 substitute:

“377. No right of managing
agent to appoint directors.—An
agreement authorising the manag-
ing @agent to appoint directors
is void to the extent or-that
authority.”

The motion was negatived.

Mr, Deputy-Speaker: The question
is:

Page 191, line 44—
for “five” substitute “seven”.

The motion was tived,

Mr, Deputy-Speaker: The question
is:

Page 191,—
after line 45, add:

“Provided that the director-ap-
pointed by the managing agent
must be either a managerial ex-
pert or a technical expert.”

The motion was negatived.

Mr, Deputy-Speaker: The question
is:

“That Clause 377 stand part of the
Bill” *

The motion was adopted.
Clause 377 was added to the Bill
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Mr. Deputy-Speaker: Clause 378.
The question is:

Page 192, lines 20 and 21—

omit “or body corporate.”
The motion was negatived.

) Mr. Deputy-Speaker : The guestion
is:
Page 192—

after line 23, add:

“(2) The Central Government
shall lay down qualifications of
the persons eligible to constitute
such firm.

(3) Any firm appointed as
secretary and treasurer having a
partner not qualified to act as
such, shall cease to operate as
secretary or treasurer from the
date that partner joins the firm
of secretary and treasurer.

(4) Every partner of the firm
working as secretary and trea-
‘surer, when one of the partners is
not qualified to joint or act as
partner of such firm, shall be lia-
ble to a fine of Rs. 20,000 or three
years imprisonment or both.”

The motion was negatived.

Mr. Deputy-Speaker: The gquestion
is:

t clause 378 stand part of the

Bill”.

Those in favour will say “Aye".

Several Hon. Members: Aye.

Mr. Deputy-Speaker: Those against
will say “No”.
Some Hon. Members: No.

Mr. Deputy-Speaker: Let the Ayes
have it, let the Ayes have it.

Some Hon. Members: Let the Noes
have it.

Mr. Deputy-Speaker: Those in
favour will kindly stand in their
seats. There are 36 hon. Members
in favour. Those against will kindly
stand in the spats. I see none. Hon.
Members are so kind to me that they
want to give me some respite,

The motion was adopted.

Clause 378 was added to the Bill.
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Mr. Deputy-Speaker: There are cer-
tain amendments seeking to introduce
Clause 378A. I am putting them to
vote.

The question is:

In the amendment printed as No. 1009,
in parf (a) of sub-clause (i),

for “five years” substitute “ten
years.”

The motion was negatived.

Mr. Deputy-Speaker : The question

is:

In the amendment printed as No. 1009,
in part (b) of sub-clause (1).

for “three years”.
substitute “five years”
The motion was negatived.

Mr, Deputy-Speaker: The question
is:
Page 192, —
after line 23, insert:
“378A. Term of office of secre-
taries and treasurers—(1) After
the commencement of this Aect,
no company shall—

(a) in case it appoints secre-
taries and treasurers for the
first time (that is to say, in
case the company had no

. secretaries and treasuers at
any time since its formation),
make the appointment for a
term exceeding five years;

(b) in any other case, re-appoint
or appoint secretaries and
treasurers for a term exceed-
ing three years at a time;

(e¢) re-appoint secretaries and
treasurers for a fresh term,
when the existing term of the
secretaries and treasurers has
one year more to run.

(2) For the purpose of sub-
section (1) re-appointment in-
cludes—

(a) the renewal, or the exten-
sion of the term, of a previous
appointment; or
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(b) the appointment of any per-
gson or persons having an 1n-
terest in the previous secre-
taries and treasurers.

(3) Any appointment or re-ap-
pointment of secretaries and trea-
surers made in contravention of
sub-sections (1) and (2) shall be
void, in respect of the entire term
for which the appointment or re-
appointment is made.”

The motion was negatived.

Mr, Depufy-Speaker: The question
is:

“That clause 379 stand part of the
BilL”

The motion was adopted.
Cause 379 was added to the Bill.
Mr. Depuiy-Speaker: Now Clause

380. The question is:
Page 192,—
(i) line 41,
for “320 and 331" substitute
“and 329”; and
(ii) lines 41 and 42,
for “329 and 331" substitute
“and 320".
The motion was negatived.

Mr, Deputy-Speaker: The question
is:

“That clause 380 stand part of the
B ”

The tion was adopted

Clause 380 was added to the Bill.
Mr. Deputy-Speaker: Clause 381
The question is:
Page 193, line 4—

for “seven and a half per cemt”
substitute

310 L.SD.

6 SEPTEMBER 1955

Companies Bill 12568

“five per cent”.
The motion was negatived.
Mr, Deputy-Speaker: The question

1s

“That clause 381 stand part of the
BilL"”
The ti was adopted

Clause 381 was added tc the Bill.
Mr, Deputy-Speaker: The question

“That clauses 282 and 283 stund part
of the Bill"

The motion was adoptew.

Clauses 282 and 283 were added to
the Bill.

Mr. Deputy-Speaker: Clause 384
Amendment No. 1014
The question is:
Page 193, after line 26, add:

#(2) No person shall be appoin.
ed a manager unless he is qualin-
ed to do so as per qualificauons
laid down by the Central Govern-
ment which may vary from indus-
try to industry and unless appro-
val of the Central Goverr.nent is
obtained. Such  qualifications
shall be laid down b =ntifica-
tion.

The motion was negativec.,
Mr. Deputy-Speaker: The question

is
“That clause 384 stand part of the
Bill”
The motion was adopted.
Clause 384 was added to the Bill.
6 P.M.

Mr. Deputy-Speaker: Clause 383
Amendment 1015; accepted by the
Government. .

The question is:
Page 194, omit lines 5 and 6.
The motion was adopted.
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Mr, Deputy-Speaker: The question
is:

“That clause 385, as amended,
stand part of the Bill”

The motion was adopted.

Clause 385, as amended, was added to
the Bill.

Mr. Deputy-Speaker: Clause 386.
There are twe Government amend-
ments: 680 and 865.

; Bhri Kamath: There is my amend-
ment also; that has been accepted by
J the Government.

Mr. Deputy-Speaker: I am coming
to that.

The question is:
Page 194, after line 28, add:

“(4) This section shall not ap-
ply to a private company, unless
it is a subsidiary of a public com-
pw_n

The motion was adopted.
Mr, Deputy-Speaker: The question

3

is
* Page 194, after line 28, add:

“(4) Notwithstanding anything
contained in sub-sections (1) to
(3), the Central Government
may, by order, permit any person
to be appointed as a manager of
more than two companies, if the
Central Government is satisfied
that it is necessary that the com-
panies should, for their proper
working, function as a single
unit and have a common mana-
ger.”

The motion was adopted.

~ Mr. Deputy-Speaker: Now other
amendments.

The question is:
Page 197, line 18—for ‘“numbers”
substitute “directors”.

J The monon was adopted
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] My, Deputy-Spezker: The question
187
Page 194, line 22—

for ‘“ome year” substitute “six
months”

The motion was negatived.

Mr, Deputy-Speaker: The question

is
Page 104, line 22—

for “one year” substitute “three
months.”

The tion was tived.

Mr, Deputy-Speaker: The question

“That clause 386, as amended,
stand part of the Bill"

The motion was adopted.

Clause 388, as ded,* was added
to the Bill,

Mr. Deputy-Speaker: Clause 38%
Amendments 1018 and 1018.

The question is:
Page 194, line 32—
for “five” substitute “two”
The motion was negatived.

) Mr, Deputy-Speaker: The question
18

Page 194, line 32—
for “five” substitute “three”.
The motion was m_egrm‘uea.

Mr, Deputy-Speaker;: The quesuon
is:

“That clause 387 stand part of
the Bill.”

The motion was adopted.
Clause 387 was added to the BiL

*In sub-clause (3) of clause 386, line 26, the words “clause (b) and
(c)”, were substituted by the words “clauses (b) and (c)” as patent error

under the direction of the Speaker.
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Mr. Deputy-Speaker: Clause 388.
Government amendment No. 681. -

The question is:

Page 194, for clause 388, substitute:

“388. Application of sections 309,

310, 311 and 316 to managers—

The provisions of sections 309,

310 and 316 shall apply in rela-

tion to the manager of a company

as they apply in relation to a

managing director thereof, and

those of section 311 shall apply

in relation to the manager of a

company, as they apply to a

director thegeof.”

The motion was adopted.

Mr. Deputy-Speaker: Amendment
1105. The question is:

In the amendment proposed by
Shri C. D. Deshmukh, printed as
No. 681,

(i) for “sections 309, 310, 311
and 316" substitute “sections 311
and 316".

(ii) for “sections 308, 310 and
316" substitute “section 316",

The motion was negatived.
jsll'[r. Deputy-Speaker: The guestion

“That clause 388, as amended, stand
part of the Bill”

The motion was adopted.
Clause 388, as amended, was added to
the Bill.

Shri M. C. Shah: There is sub-
clause (44) of clause 2 which was
held over.

Mr. Deputy-Speaker: I am coming
to that. There is another amend-
ment to add new clauses 388A and
388B: No. 1020.

The question is:
Page 104, after line 41, insert:
“CHAPTER IV—A.

General Provisions regarding Direc-
tors, Managing Agents, etc.
388A. Panel ,.of Directors,

Managing Agents ete.
(1) The Central Government
shall appoint a Commission
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under the Commissions of
Inquiry Act 1952, for the pur-
pose of drawing up a panel of
persons having special qualifi-
cations in economics, science,
industry, business, trade, finance
administration, agriculture, co-
operation suitable for company
management.

(2) It shall be the duty of the
company to employ, on a
reasonable remuneration and
reasonable conditions of service,
a person whose name has been
ineluded in such panel, except
for sufficient cause shown by
such persons.

(3) A company which wil-
fully fail¥ to employ persons
whose names have been includ-
ed in such panel shall be
punishable with fine which may
extend to two thousand rupees.

388B. Managerial Employment
Exchange—The Central Govern-
ment shall constitute a Mana-
gerial Employment Exchange in
which persons with suitable
qualifications  for appointment
as director, managing agent,
manager, secretary shall be en-
rolled and the Central Govern-
ment shall offer the facilities of
the Exchange to companies desir-
ing them.”

The motion was negatived.

Mr. Deputy-Speaker: The House
will now take up voting on clause 2,
sub-clause (44) of which was held
over, until clause 378 was disposed
of There are two amendments 343
and 344. 1 wil put them together.

The question is:

‘(i) Page 7, lines 4 and 5,
omit “or body corporate (not
being the managing s.selnt)"
(ii) Page 7, lines 8 and 8,
omit “or body corporate”

Mr. Deputy-Speaker: Those in
favour will say ‘Aye’.
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Some hon. Members: Aye.

Mr. Deputy-Speaker: Those against

will say ‘No'.
Some hon. Members: No.

Mr. Deputy-Speaker: The ‘Noes’
have it.

Shri E. K. Basu: The ‘Ayes’ have
it.

Mr. Deputy-Speaker: Hon. Mem-
bers for will kindly rise in their
seats. Then Hon. Members against
will kindly rise in their seats. A
large majority. The amendments are
lost.

The motion was negatived.

Mr. Depuiy-Speaker: I shall put
mb-clause (44) of clause 2 first.
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The question is:
“That sub-clause (44) of clause 2
stand part of the Bill"”

The motion was adopted.
Sub-clause (44) of clause 2 was
added to the Bill.

Mr. Deputy-Speaker: The gquestion
is:

“That clause 2, as amended, stand
part of the Bill"

The motion was adopted.

Clause 2, as ammded,' was added
to the Bill.

The Lok Sabha then adjourned il
Eleven of the Clock on Wednesaay,
the Tth September, nu.





