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Mr, Speaker: This was done, but
not in this Parliament as I said. This
Parliament is marching forward and
not backwards.

The question is:

“That this House agrees with
the Twenty-fourth Report of the
Business Advisory Committee
presented to the House on the 7th
September, 1955.”

.The motion was adopted.

COMPANIES BILL—contd.

New clause 460A and clause 516.

Mr. Speaker: Yesterday the House
disposed of the previous group of
clauses consisting of clauses 424 to
8§55 excepting the new clause 460A
and clause 516. Out of the 5 hours
allocated for this group, about one
hour has been taken. After the dis-
posal of clauses 460A and 516, the
House will take up the next five
groups of clauses 556 to 559, 560 to
576, 577 to 585, 586 to 603 and 604 to
609, for which half an hour, one hour,
half hour, two hours and half an hour
respectively have been allocated.

After the disposal of these groups the .

House will take up the next group.
1 propose to take all the groups to-
gether, and the consolidated time will

Shrl‘K. K. Basu (Diamond Harbour)
rose—

Mr. Speaker: The hon. Member - is
not in order.

The Minister of Revenue and Civil
'Expenditure (Shri M. C. Shah):
Clauses 556 to 609 may be taken up
together.

Mr. Speaker: That is what I am
saying. The five groups 556 to 609 will
be taken together.

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 15 minutes.
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Mr. Speaker: The hon. Member Shri
Basu wants to say something.

Shri K, K. Basu: I wanted to make
the same suggestion—about the five
groups being taken together.

Shri. M.C. Shah: Yesterday it was
circulated—I mean Clause 460A— and
it may be taken up first.

Mr. Speaker: So we take up clauses
460A. and 516, as they go together;
first, and then go to the other groups
of clauses.

Shri M. C. Shah: In regard to clause
516 yesterday I promised Shri Kamath
that if possible we would have a
redraft, and therefore we have pro-
posed clause 516A accepting what the
hon. Member has stated in that clause—
that is 516. We have already circulated
this new clause 516A and, if necessary,
I will read it out.

Mr. Speaker: 1 believe he is
moving now for taking into considera-
tion new clause 460A and clause 516.

Shri. M. C. Shah: To clause 516
there was an amendment by Shri
Kamath—amendment No. 1129—and
we had assured him that we accepted
the principle and that we would re-
draft it as the language was no proper.
We have tried to do that. That
amendment cannot come in clause 516.
So, instead of that we have circulated
new clause 516A wherein all that he
wanted has been embodied.

Mr, Speaker: Has that amendment
been circulated to Members?

Shri M. C. Shah: Yes, we have cir-
culated it. It may be taken up after- -
wards....., y

Mr. Speaker: That is exactly what 1
was asking about. I wanted to have
the position cleared. He proposes to
have a new clause in place of the
old one.. (Interruption) Let him hear
me out.

An Hon. Member: He is out of
order, .

Mr. Speaker: His position was that
Shri Kamath had moved an amend-
ment to the original clause No, 518.
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[Mr. Speaker]
The hon. Minister assured him that
he accepted the principle, but as he
could not fit in the language of the
amendment he had chosen to redraft
clause 516, incorporation the principle
of the amendment of Shri Kamath,
and he now moves or wishes to move
. clause 516A. That is a new clause and
that has to come in the form of an
amendment. Now, that is not circulat-
ed to the House.

Shri-M. C. Shah: I think it will be
circulated just now. I am sorry, I
thought it had been circulated.

Mr. Speaker: The whole position
therefore is, it not being circulated—
1 am not going to over-rule it, I may
assure him-—but it requires the per-
mission of the Chair to enable the hon.
Member to move the amendment
which is not circulated to.the House.

I would suggest that he may show
the new clause 516A to Shri Kamath.
—I am mentioning him specially be-
cause it was at his instance, as the
hon. Minister said, that he has re-
drafted clause 518 into clause 516A—
and, whether Shri Kamath agrees or
not, just hear what his suggestions
are if he has to suggest any improve-
ments, and then he may move in such
form as he finally decides—*hc”’ means
the Minister and not Shri Kamath.

I am giving him permission to move
that.

Shri Kamath (Hoshangakad): Thank
you, Sir.

Shri M.C. Shah: Shri Kamath had
left it to us.

Mr. Speaker: Whatever it is. That
is a matter between the hon. Minister
and Shri Kamath. Now he may....

Shri Tulsidas (Mehsana West): May
1 seek one more clarification? Is
clause 516A going to be what Shri
Kamath has given, or something else?

Mr. Speaker: What I would propcse
Is this. There is time now. Steps will
be taken just now to circulate it to
the Members within half an hour or
three-fourth of an hour. It will be
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in the hands of Members -and then
it will be discussed.

Shri M. C. Shah: In regard to new
clause 460A I had already explained
the position yesterday and I had taken
the permission of the Chair to move
that amenament, It has already been
circulated; the number of the amend-
ment ig 1145.

(PANDIT THAKUR DAS BmaM}A in the
Chair)

I had explained the reason why the
new amendment was introduced, and
I do not think I should take the time
of the House in repeating the. same.
Still, in order to enable those hon.
Members who might not have been
present yesterday to understand it
would just explain why that amend-
ment has been moved.

The new clause 460A corresponds to
section 250 of the English Act and
specifically gives power to the Govern-
ment to see that the liquidator exer-
cises his power and performs his
duties properly. Otherwise a can-
tankerous liquidator may argue thut
he is accountable only to the court.
He may not care even if he is removed
from his appointment of official liqui-
dator. He may have lined his pockets
adequately already. Therefore, in
nrder to have control over the official
uquidator we have moved this amend-
me:-l. |

Shri. K.K, Basu: I only want to
know what will happen if there is a
conflict of authority between the court
and the Government, because I am
not sure about the position, It is one
thing to ask for certain information,
but is seems the idea is different. Is
it ‘only restricted to getting informa-
tion? The provision “The Central
Government may also direct a local
investigation to be made of the books
and vouchers of the liquidators” is
all right. But if the Central Govern-
ment finds that a particular liquidator
has not acted as they wish, what will
happen then? I am not sure whether
it is only restricted to getting the In.
formation or something more.
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hri M. C. Shah: So far ag the ad-
ministrative part is concerned he will
be under Government control. So far
as the judicial matters are concerned
he will be under the court. We do
not want to oust the jurisdiction of the
court, and we cannot. He will be
under the court. There will be dual
control so far as the official liquidator
is concerned.

Shri K. K. Basu: I do not know. The
hon, Minister refers to judicial and
administrative parts. The point is
simple, Government appoints the court
liquidator who is a permanent official.
Apart from that it is open to the
court to have liquidators other than
the Government Jiquidators. In those
cases what will happen? Even in the
case of the court liquidator, who is a
permanent official, appointed by the
Central Government, that is the posi-
tion. Will there not be some conilict
of jurisdiction? From the little ex-
perience which we had after the Bank-
ing Companies Act in some cases it
seemed it was rather difficult for the
liquidator to act. Often there is a con-
flict between the attitude of the court
and that of the Government.

What I would like to know is, if
the Government's intention is to have
an overall control other than getting
the information, then I think the
clause as drafted does not fully
satisfy the position.A because there is
the likelihood of conflict arising with
the court on certain matters. Juridically
it may be that the court may ulat
with the judicial matters. In winding
up proceedings the court may give cer-
tain directions in the performance of
observance of which it may be that
in some cases the officer may come in
conflict with the attitude of the
Government. In those cases what will
happen?

Under the Banking Companies Act,
after a liquidator is appointed, as hap-
pened in Calcutta, it is sometimes very
difficult for the court liquidator to act,
in the sense that he, being appointed by
Government, naturally comes to cer-
tain conclusions; but the court gives
certain directions and if he does not
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follow those directions the court can
remove him. What will happen then,
unless the court appoints another liqui-
dator?

I would like to know if the intention
of the Government is this, namely, only
to get certain information and to initi-
ate an enquiry about certain matters
on which either the creditor or some-
body moves the Government—in which
case it may suffice. But if the inten-
tion is to have more power, I do not
think the clause satisfies the object. As
I said, I am not sure, but that is a
doubt which I am raising.

Shri C. C. Shah (Gohilwad—Sorath):
May I say a word on this clause? This
clause falls into three portions. Under
sub-clause (1), it " is provided that
where a liquidator does not perform
his duties or any complaint is made
as regards his conduct, the Central
Government shall cause an enquiry to
be made into the matter and ‘take
such action thereon as it may think
expedient’. That action, I conceive,
would be to move the appropriate
court for taking action either for the
removal of the liquidator, or for such
action against him as may be neces-
sary, because the Central Govern-
ment themselves obviously cannot re-
move the liquidator, he having been
appointed by the High Court. So, the
first part of this clause is only as
regards the duties which are cast
upon the liquiddtor and which he
may fail to perform.

The second end the third sub-
clauses are with regard to the ac-
tions to be taken by the Central Gov-
ernment themselves. Where any en-
quiry in relation to any winding up
is to be made, then the Central Gov-
ernment may ask the liquidator to give
information, and if he does not do so,
then the Central Government can
apply to the court to examine him or
any other person concerning the wind-
ing up. There again, the Central Gov-
ernment have to apply to the court
for examination. .
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[Shri C. C. Shah]

The third sub-clause provides that
the Central Government may them-
selves direct an investigation to be
made into the books and vouchers ‘of
the liquidator, and if as a result
of that investigation Government are
satisfied that any action is required
to be taken against the liquidator,
then Government will have to apply
to the court under the appropriate
provisions of law.

Shri K. K Basn: But is that the
attitude of Government in regard to
the expression ‘to take such action as
it may think expedient”? If the inten-
tion is that Government will represent
their case before the court and the
court will decide the issue, then that
is quite different, But from what the
hon. Minister tried to explatn, it
seemed as if Government wanted to
.take action by themselves, if they
thought that the court liquidators
were not acting satisfactorily. That is
the point I would like the hon. Min-
ister to clarify.

Mr. Chairman: That point of clari-
fication has not been answered so far.
If the view of Government is as has
been expounded by Shri C. C. Shah,
then that is all right. That view is
that the removal of the liquidator
can only be by the court, because it
is the court that has appointed him,
and Government only want to take
such action and bring it to the notice
of the court if there is any lapse on
the part of the ‘liquidator. If that is
the view of Government, then there is
no conflict. I would like to know
what the view of Government is.

Shri M. C. Shah: On what .point?

Mr. Chalrman: On this point which
I have just mentioned. If, as Shri
C. C. Shah has explained, in case
there is' any lapse on the part of the
Hquidator, Government want to see

that. the man is removed and there-
fore they go to court and ask the

court to take some action for
that purpose, then there is no
conflict. Bit if under this phrase
‘take such action as it may think
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expedient’, Government themselves
want to remove that liquidator, then
I am afraid there will be conflict
between the court rappointipg him,
and Government. That is the point
on which clarification is sought.

Shri M. C. Shah; The removal of the
liquidator will be done by the court.

Shri C. C. Shah: Under clause 521,
the power to appoint ‘or remove liqui-
dators rests with the court. So, obvi-
ously, it is the court that will have
to remove the liquidator.

Dr. Krishnaswami (Kancheepuram):
May I make a submission following
what you have said? The clause as it
is worded is most clumsy. It gives
the impression that the Central Gov-
ernment may take in contravention of
the court’s orders. I take it that the
purpose of this clausé is that those
creditors who are relatively poor and
who cannot afford the expense of going
to court wil make an application to
Government, andithen Governmen. cn
their behalf might move the court for
the removal of the liquidator. If that
is so, then they should put in the
words ‘and take appropriate action
pefore the court’ and not put in the
words ‘such action as it may think
expedient’. The later phrase is far too
vague and gives too wide a power
and may even be considered to be an -
exception to the clause suggesting that
liquidators can be removed only by
the court,

Shri C. C. Shah: That, is the langu-
age of the English Act.

Shri K. K. Basu: I do not know
what is the language of the English
Act. But my personal experience is
this. Under the Banking Companies
Act, court liquidators were appointed
in Calcutta. As a result of the amend-
ment to that Act, all the liquidators’
work has transferred to a particular
person. That person being a Govern-
ment official, he will naturally have
a certain method of work. But - the
courts often direct, you cannot work
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in this way, you must work in that
way; and that official will simply say,
these are the Government rules, and
so on; thus thera will be a conflict
between the two.

If, as my hon. friends Dr. Krishna-
swami and Shri C, C. Shah have
said, this clause gives power to Gov-
ernment only to invoke the court,
and it is the court that has to remove
the liguidator, then that is different.
That point has been clearly. put here.
If that is not the case, then it may
seem that Government by themselves
want to take such action as they think
fit, which may be more than what has
been suggested by my hon. friend Shri
C. C. Shah. I would like the hon, Min-
ister to clarify the doubt that we have
in this regart.

Mr. Chairman: One point is quite
clear. Since it is the court that ap-
points the liquidator, it is not fair ‘to
the court that any other authority
should be -in position to remove
the liquidator. So, all that would
remain now is that Government
would take such action as is
necessary and represent the mat-
ter to the court, and the court
will finally decide what action is to
be taken against the liquidator. I
think that is the idea, if that is the
idea, then the wdrds used here are
not incompatible with that point of
view. ‘But if the idea is that Govern-
ment want to see that he is removed
by their own order, then I fear there
will be conflict between the court and
Government, for the appointing au-
thority is the court and not Govern-
ment.

Shri K. K. Basa: It is not only a
question of removal; the question of
suspension also may arise.

Shri M. C. Shah: The words used
here are the same as those used in
section 250 of the English Act, which
reads as follows:

“250. Control of Board of Trade
over liquidator in England.—(1)
The Board of Trade shall take
cognisance of the conduct of liqui-
dators of companies which are
being wound up by the court in
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England, and if a liquidator does
not faithfully perform his duties
and duly observe all the require-
ments imposed on him by statute,
rules or otherwise, with respect to
the performance of his duties, or
if any complaint is made to the
Board by any creditor or contri-
butory in regard thereto, the
Board shall enquire into the mat-
ter, and take such action thereon
as they may think expedient.

(2) The Board may at any time
require any liquidator of a com-
pany which is being wound up by
the court in England to answer
any enquiry in relation to any
winding up in which he is engag-
ed and may, if the Board think fit,
apply to the court to examine him
or any other person on oath con-
cerning the winding up

(3) The Board may also direct
a local investigation to be made
of the books and vouchers of the
liquidator.”

The same wording is used here
also. And I do not think there has
been any coniflet between the courts
in England and the Board of Trade.

Dr. Krishnaswami: Section 250 of
the English Act follows section 249
where it is said that the liquidator
shall send to the Board of Trade an
account of his receipts and payments
as liquidator. Is there any section simi-
lar to that section in our Act also?
Since section 250 of the English Act
follows section 249 which provides
like this, the phrase ‘such action as
they may think expedient’ “means that
they can take appropriate action on
the basis of the accounts submitted.

Shri S. C. Shah: Clause 460 of our
Bill relates to audit of liquidator’s
accounts. And this is a part of audit.

Dr. Krishnaswami: I am glad that
clause 460 is there, But that is for
the court only. But 1 am referring to
section 249 (1) of the English Act.

Shri C. C. Shah: Section 249 of the
English Act corresponds to clause 460
of our Bill.
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Dr. Krishnaswamy: There are differ-
ences, I think. In England, they are
submitted to the Board of Trade and
the court, under section 249 of the
English Act. But here, they are sub-
mitted only to the court.

Shri M. C. Shah: Here also, we
have a similar provision in clause
460, which reads:

“

(3) The Court shall cause the ac-
count to be audited in such manner
as it thinks fit; and for the purpose
of the audit, the liquidator shall
-furnish the Court with such vou-
chers and information as the Court
may require, and the Court may,
at any time, require the production
of, and inspect, any books or ac-
counts kept by the liquidator.”
So, it is the same thing.

Dr. Krishnaswami;: May I read the
~elevant English section?

" “249. (1): Every liquidator of a
company which is being wound up
by the court in England shall at
such times as may be prescribed
but not less than twice in each
year during his tenure of office,
send to the Board of Trade, or as
they may direct, an account of
his receipts and payments as
liquidator.” .

Shri M. C. Shah: That provision is
eontained here in clause 460 (1),
which reads: .

“(1) The liquidator shall, at
such times as may be prescribed,
but not less than twice in each
year during his tenure of office,
present to the Court an account
of his receipts and payments a:
liquidator.”

Shri Jhunjhunwala  (Bhagalpur
Central): That is to the court, and
not to Government.

Shri K. K. Basu: In our case, the
accounts etc, are submfitted ‘to the
court under this Bill, as under the
existing law. So, it is the court that
will have to decide. But under thz
English Act, as . 1 understood Dr.
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Krishnaswami, the accounts are sent
to the Board of Trade. So, their scheme
is completely different from ours. Un-
less we make our scheme the same
as theirs, there is the likelihood of
a conflict arising between the court
and ‘Government experience of the
liquidation of banking companies has
shown that in some cases, minor con-
flicts have arisen between the court
and the liquidator and Government.
So, we only urge that the position
must be made clear. We are not ob-
jecting to the principle of this clause.
We only want that the position must
be made clear.

Mr. Chairman: As long as the
appointing authority is the court, the
final word will be that of the court °
in the matter of the removal of the
liquidator, In that case, anything that
Government want may be represent-
ed by them to the court, and the
court will issue the final orders. If .
that is clear, then there will be no
difficulty.

Dr. Krishnaswami: That is all right.
But what I am saying is there is a
purpose in the English Act for put-
ting the phrase ‘such action as they
may think fit'. There the accounts
have to be presented both to the
Board of Trade and the court. Here
it has to be presemted only to {:.
court.

Mr. Chairman: Then it means that
no conflict is likely to arise. Govern-
ment have nothing to represent to
the court, if the accounts have to be
presented to the court and the court
has to decide the matter. So far as
Government are concerned, in that
respect, Government do nothing. Gov-
ernment can have cause for complaint
in regard to other matters which they
will represent to the court. The court
will finally decide how far the ligui-
dator has gone wrong.

1
Dr. Krishnaswami: I would only like
that position to be made clear, and
not say here, such action as they may
think expedient.

The Minister of Finance (Shri C. D.
Deshmukh): Such action as they think
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expedient within the limits of the
authority assigned to the court and
to the Central Government. There are

certain things for which the Central’

Government are responsible. For in-
stance, under clause 446, the appoint-
ment of the liquidator is by the Cen-
tral Government. On the other hand
he has to carry on his work under the
guidance of the High Court. Now,
therefore, when we make inquiry and
find out that a certain action is to
be taken, if the man fails within the
scope of the authority of the court,
we will draw the court’s attention to
it, If, on the other hand, it is a ques-
tion of dismissing him or anything
like that, it will be governed by the
general rule of the authority which
appoints him. ' .

Mr. Chairman: I thought the hon.
Member, Shri K. K. Basu, went on
discussing this question on the assump-
tion that the official liquidator was
appointed by the  court, the High
Court. It was on that basis that the
point was made that confliet might
arise if the appointment is to be
made by the Central Government,
there is no doubt that the Central
Government are the final authority
so far as dismissal etc. is concerned.

Shri C. C. Shah: There is a miscon-
ception. An individual will be appoint-
ed by Government to act as official
liquidator who is to be attached to
a particular court. But the appoint-
ment of that individual as a liquida-
tor of a particular company shall be
made by the court. It is in this way.
For example, a subordinate judge is
formally appointed by the Govern-
ment, but he functions under the
High Court. So the individual as an
individual, as official liquidator, is
appointed by the Central Government.
but that individual as liquidator of
a particular company will be appoint-
ed by order made by the court.
Therefore, the Central Government
cannot remove him as liquidator of
that company, he having been ap-

. pointed by the court. That will be
contempt of court.
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Mr. Chairman: I think there is no
occasion for any conflict at all. So far
as his appointment as official liqui-
dator and orders to be obeyed by
him in that -connection are concern-
ed, he is certainly subject to the juris-
diction of the Government, and in re-
gard to the companies committed to
his care by the court, the court shall
have the final say.

Now, I will put amendment No.
{145 to the vote of the House.

Mr. Chairman: The question is:
Page 223—

after line 43, insert:

“480A. Control of Central Gov- -
ernment over -liquidators.—(1)
The Central Government shall
take cognisance of the conduct
of liquidators of companies which
are being wound up by the court,
and, if a liquidator does not faith-
fully perform his duties and duly
observe all the requirements im-
posed on him by this Act, the
rules thereunder, or otherwise,
with respect to ' the performance
of his duties, or if any complaint
is made to the Central Govern-
ment by any creditor or contri-
butory in regard thereto, the Cen-
tral Government shall inquire into
the matter, and take such action
thereon as it may think expedi-
ent.

(2) The Central Government
may at any time require any liqui-
dator of a company which is being
wound up by the Court to answer
any inquiry in relation to any
winding up which he is engaged,
and may if thé Central Govern-
ment thinks fit, apply to the Court
to examine him or any other per-
son on oath concerning the wind-
ing up.

(3) The Central Government
also direct a local investigation
to be made of the books, and
vouchers of the liquidators.”

The motion was adopted.

New clause 460A was added. to the
Bill.
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Mr. Chairman: So far as new clause
516A is concerned, has the amend-
ment been circulated?

Shri M. C. Shah: It will be circu-
lated.

I beg to move:
Page 241—
‘after line 37, insert:

“516A. Application of Official
liquidator or liquidator to Court
for Public examination of pro-
motors, directors, etc.—(1) The
official Liquidator or liquidator
may make a report to the Court
stating that in his opinion a fraud
has been committed by any per-
son in the promotion or formation
of the company or by any officer
of the company in relation to the
company since its formation and
the Court may after considering
the report, direct that person or
officer shall attend before the
Court on a day appointed by it
for that purpose, and be publicly
examined as to the promotion or
formation or the conduct of the
business of the company, or as to
his conduct and dealings as officer
thereof.

(2) The provisions of sub-sec-
tions (2)"to (11) of section 475
shall apply in relation to any exa-
mination directed under sub-sec-
tion (1) as they apply in relation
to an examination directed under
sub-section (1) of section 475
with this modification namely,
that when the person making the
repert under sub-section (1) is

" liquidator, references in sub-sec-
tions (2) to (11) aforesaid to the
Official Liquidator shall be con-
strued as references both to the
liquidator and to the Official
Liquidator.”

Cyclo-styled copies will be distri-
buted to hon. Members very shortly.
Clauses 556 to 609

Mr. Chairman: The House will pro-
ceed with consideration of clauses
556 to 609.

Shri Kamath: T request that time
reckoning may start from now—4j

~.
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hours from now, excluding the §
hours,

Dr, Krishnaswami: We can be very
liberal now.

Shri C. D. Deshmukh: I am moving
the amendments against these clauses
which stand in my name. The im-
portant one starts from clause 613.

Shri "l‘ulsidas: But we are not tak-
ing clause 613 now.

Shri K. K. Basu: We are discussing

conly up to clause 609,

Shri C. D. Deshmukh: Then I have
no observations to make. I have mov-
ed the amendments. It is not neces=
sary to make any .observations. It is
my practice to make observations in
regard to important amendments. In
this group of clauses, I have not mark-
ed any as particularly calling for any
observations. This is so as not to
trench on the time of hon. Members.

Shri M. S. Gurupadaswami - (My-
sore): My amendment is No., 1143.
This is an amendment for a new
clause at the end of this group of
clauses, -

Shri M. C. Shah: May I draw your
attention to amendments Nos. 869 and
870 to clause 292, which relate to the
same subject, and which were dispos-
ed of by the House?

Shri M. S. Gurupadaswamy; If is
not the same. They related to board
of directors; this refers to a differ-
ent matter altogether. Here the matter
is that no company should make any
contribution or donation or gift to
any political party or any political
organisation, That is the purport of
this amendment. The amendment reads
as follows:—

“No company incorporated under
this Act or any earlier Act shall
after the commencement of this
Act make any contributions, do-
nations or gifts (by ‘whatever
name called) to any Central,
State or local political funds or
to purses for political leaders or
for any political purpose.
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Every officer of the company
who contravenes the -provisions of
sub.section (1) above shall be
liable to imprisonment for a term
which may extend to one year
or a fine which may extend to
thousand rupees or both”.

Shri G. D. Somani (Nagaur-Pali):
Not even with the consent of the
company?

Shri M. S§. Gurupadaswamy: No.
This is for the benefit of the compa-
nies and those who manage those com-
panies. I know that the board of
directors and managers are all put to
a lot of pressure, particularly during
the time of election, and they feel
very delicate and very difficult to say
‘no’ to the demands of political leader.
So with a view to save them from
this harassment or political pressure
from political parties and leaders, I
have brought in this amendment.
Apart from the humorous side of it,
it must be taken very seriously by the
hon. Minister, because in the past
political parties have committed many
wrongs in this respect.

Shri K. K. Basu: Not all political
parties.

Shri M. S. Gurupadaswamy: Let us
include all political parties; other-
wise, my Congress friends will be
‘offended. Political parties have been
responsible for collection of huge
sums of money from companies for
political purposes. I deem it a very
bad development, and if you allow
this tendency to grow, we will be
subjecting our politics to the influence
and pressure of businessmen; we will
also be subjecting businessmen to
pressure and all sorts of harassment,
and it may lead to certain cases of
undesirable alliances between business
houses and political parties. With a
view to prevent all these ugly develop-
ments, I have brought in this amend-
ment and I feel it very important
that we should incorporate this in the
Bill. We are aware that even in Parlia-
ment here—I speak with a little res-
traint—there is a powerful ‘property
lobby’ in existence It is natural for

>
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powerful property interests, vested
interests, labour interests and others
to put pressure on Members of Par-
liament. In America it is an offence
even for a labour organisation to con-
tribute to the funds of or give dona-
tions to political parties. Labour
Unions have been prevented from giv-
ing donations. I agree with.this point
of view. No organisation in this
country, connected with business or
labour, should be allowed to make
any contribution or donation to politi-
cal parties. Political parties should get
their funds from subscription money,
from money raised through collections
made from the ordinary people who
are not connected with any big busi-
ness or any Eade union. By doing
thif, we will saving politics from
pressure groups. There will not be
property lobbies in Parliament,

“In westerg democracies the greatest
disturbance to democracy is the ex-
istence of "property lobbies. By giving
enormous funds to political parties,
business house and businessmen have
been able to wield a lot of influence
over Members of Parliament. It is
often said that the laws in western
democracies are made in the chamberg
of lawyers, in the chambers of busi-
nessmen and clubs and cafeterias.
That should not happen in this
country. We must take adequate pre-
cautions to see that such ugly deve-
lopments are not allowed to entrench
on our politics. We want to democra-
tise our politics and in order to demo-
cratise politics we must democratise
the politics of political parties. In
order to do that we must see that the
strength of political parties does not
depend upon the purse of the rich.
The incorporation of such an amend-
ment in the provisions of the Bill
would only be an attempt to achieve
that object. This is a very harmless
but important amendment, though it
may be opposed by some of the Mem-
bers that it is too much of a restric-
tion on business houses and too much
of restraint on the activities of busi-
nessmen. But, I must say that from

' point of view of the purity of demo-

cracy we must have such a provision.
I may point out that in America....
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Shri Barman (North Bengal—Re-
served—Sch. Castes): On a point of
order. I want to point to rule 118, sub-
clause (ii). That is:

“An amendment shall not be in-
consistent with any previous deci-
sion of the House on the same
question.”

Exactly, the same matter was raisea
by Shri K. K. Basu, Shri P. N. Pun-
noose and Shri Sadhan Gupta in
amendment No. 803, to clause 202. It
was:

Page 151, line 24—
add at the end:

“Provided that no such contri
bution is to be made to an insti-
tution with which any Minister
and any political party or its
leader is connected umless it is
passed unanimously in a general
meeting.”

Then again, Shri Gurupadaswamy
himself tabled an amendment—of
course that amendment was that such
contributions to  political parties
ghould be mentioned in the report of
the company. That was, of course, in
the opposite direction.

Shri M. 8. Gurupadaswamy: May I
point out....

Mr. Chairman: Let him finish.

Shri Barman: There wag another
amendment of the same nature by
Shri Trivedi,
That also related to contribution to
political parties. All these were defeat-
ed.

Mr. Chairman: Kindly read the
amendment of Shri Trivedi also.

Shri Barman: That amendment

reads as follows:

Page 151, after line 24, insert:

“(f) contribute moneys, after
the commencement of this Act, to
any political party, to purses to be
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presnted to any political leaders
or for any political purpose.”

The substance is that no contribu-
tion should be made for any political
purpose to any political party or to
any party with which any political
leader is connected. The present
amendment also relates ,to the same

There is some other point also which
I want to raise in this connection.

Shri Kamath: Another point of
order, Sir. There is no quorum in the
House and no. point of order can be
raised.

Mr. Chaiman: Let me just count.’

Shri Kamath: My estimate is, it 1
35.

Mr. Chairman: Yes; there is no quo-
rum; the bell is being rung.

Now, there is quorum.

Shri Barman: The other point that
I want to place before this House is
this, Under rule 118, an amendment
shall be within the scope of the Bill
and relevant to the subject-matter of
the clause to which it relates. I want
to point out in this connection that
the amendment proposed is new clause
609A. It must relate to the . subject-
matter of this chapter or to the sub-
ject-matter of any particular clause.
There is no substantial clause in this
chapter whereby any obligations are
imposed on the companies so far as
their finances are concerned. The
whole chapter relates to companies
incorporated outside India, provi-
sions as to establishment of places of
business in India, Tegistration of offices
and officers and fees and so on. No-
where are we regulating or controlling
any memorandum or articles of asso-
riation of these foreign companies.

So far as the contribution is con-
cerned, it directly relates to the fund
of the company. In this chapter it is
only formal things that we are im-
posing upon foreign companies to re-
port to the Government. It does not
relate to the subject as to how its
tfund will be controlled or regulated.
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The amendment proposed for the in-

sertion of clause 609A is not directly
related either to this chapter or to
any particular clause. In that way
also it is not in order. That is my
submission.

Shri M. S. Gurupadaswamy: The
amendment moved to section 292 is
with regard to the restrictions on
the powers of the Board. The present
amendment is an amendment with
regard to the powers of the company
—whether the company should have
power to make contributions or do-
nations or gifts to plitical parties.
Section 292 deals only with the restric
tions on the powers of the Board. So,
these two are different. Here it is a
completely new section. but in the pre-
vious case it is only with regard to
the powers of the Board. and the res-
trictions that should be placed on
those powers, and it deals with the
point whether the Board of directors
should take the consent of the general
body when making contributions or
donations to political parties. Here
I say that no company should make
any contribution to political parties.
That is the main difference and so
I may be allowed to continue my
speech.

Mr. Chairman: There are two ob-
jections. First, this amendment is
inconsistent with the decision alfeady
taken by the House, and secondly,
section $09A is not relevant to this
chapter or to the provisions we are
dealing with." The hon. Member has
not replied to the second part of the
objection.

Shri M. S. Gurupadaswamy: With
regard to the second point, section 609
deals with the returns that the com-
pany should flle with the Registrar,
but section 609A, that is my amend-
ment, deals with the company’s right
of giving contribution.

Mr. Chairman: The question is whe-
ther it is the relevant or apprcpriate
place, So far as the powers of the
Board and company are concerned in
regard to donations, etc., they were
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declared in other relevant seétiom.
The hon. Member argued that it is
not relevant in this chapter.

Shri M. S. Gurupadaswamy: I say
it is appropriate, because section 609
deals with returns that the company
should file with the Registrar and the
penalties provided for not flling the
returns. But my amendment deals with
the contributions made by companies
to political parties. They are inter-
allied. Section 609 deals with the
returns to be flled by the companies
with the Registrar and this amendment
deals with the question of prohibiting
companies from providing funds for
political parties or political organisa-
tions. I submit, therefore, that it is
quite appropriate and it may be dis-
cussed.

Mr. Chairman: Clause 609 relates to
the enforcement of the duty ¢
panies to make returns etc
Registrar, and evidently it
have relevancy to clause 609A aff ough
609A may be an independent clause.
The question is whether it is relevant
in this chapter.

Shri Raghavachari (Penukonda):
Rule 118 is referred to as the basis
on which the hon. Member raises his
objection. It wants the amendment to
be within the scope of the Bill and
not of every clause or chapter. There-
fore if you wish to prohibit the
amendment, then it must be opposed
to the purpose of the Bill and not of
every clause or chapter. That is going
too far and against the spirit of the
rule. That is the first thing that I
submit. The whole objection is whe-
ther it is the appropriate place and not
that it is not tenable. Therefore, my
point is that, it the difficulty is about
the appropriate place, you will see
that clause 609 closes the chapter and
the next chapter begins with the head-
ing “General”. So, it may be in this
next chapter that the new clause is to
be inserted. Therefore, my submission
is that the objection does not stand.

Mr. Chairman: Rule 118 has just
been discussed by the hon. Member
So far as the objection goes, it has
two parts. It is quite true that the
word ‘scope’ is also used.
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Shri C. D. Deshmukh: If I may
make a submission....

Mr. Chairman: Just a minute please.
The rule says that “an amendment
shall be within the scope of the Bill
and relevant to the subject matter of
"the clause to which it relates.” There
is the other word “and” which is im-
portant. There are two parts. The
hon. Member has dealt with only one
part.

Shri C. D. Deshmukh: It was on that
point that I was on. When we dealt
with the sections on the Board’s
powers and the restrictions thereon,
we dealt with the powers of the Board
of ‘directors and also the powers of the
company. Indeed some sections begin
with saying that the Boafd shall not
do something, while some other sec-

that is not a power of the directors;
it is a disability of the director, but
the restrictions imposed is on the com-
pany. Therefore, I proceed to the con-
clusion that whatever we wanted to
say in regard to the powers of com-
panies and the powers of directors is
contained in that particular set of pro-
vision. The problem posed before us
in regard to the particular matter
was: Let us restrict the powers of the
Board of directors. But the hon. Mem-
ber suggested: Let us give the power
fo the company but by unanimous
resolution, It was also open to him at
"that time to say or to give another
amendment to say that the company
should not be given any such powers.
Therefore, we have exhausted the
subject matter at that time. If he failed
to give notice of an alternative amend-
ment, he cannot revive the matter
under an entirely new head.

Shri K. K. Basu: On this point, the
Finance Minister has suggested that
the overall heading of these clauses
is “Board’s powers and restrictions
thereon.” In clause 292 restrictions on
the powers of the Board are dealt with.
Clause 291 deals with certain powers
to be exercised by the Board only at
the meeting; clause 293 deals with
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the appointment of sole selling agents
which will require the approval of
the company in a general meeting.
Then section 294 deals with loans to
directors and another section deals
with the power of directors to carry
on business when managing agents
are deemed to have vacated office. On
the whole, if you look through the
whole scheme, those particular sec-
tions relate necessarily to what res-
trictions we should have on the powers
of the Board. It is not correct to say
that any restrictions we wanted to
impose on the company itself have
found their place in those provisions.

The Finance Minister made a point
regarding the position ‘'or place where
this particular amendment should have
been moved. Objection has been
taken that it had been decided by the
House already and so on., There it
was only said whether it had the
power to do that or not. Here we
want to put restrictions so that no
power. In
fact no company has got that power.
That is the principle behind it.

1 p.M.

About rule 118, it says that the
amendment shall be within the scope
of the Bill. That is the first part. Then
it says that it should be relevant to
the subject matter of the clause to
whigh it relates. Here it is not an
amendment of clause 609; it is an
amendment itself; it is a new clause
that my hon. friend wants to
introduce. @~ We should, therefore,
only see whether it fits in with
the scheme of the chapter in which
it is brought. Under rule 118,
there is a provision which says that
the Speaker shall determine the place
in which the amendment shall be
moved. Therefore, if you want, you
can put in a new chapter with only
one clause; it will be numbered 12
or 13. It should come before the ‘gen-
eral’ chapter. There is such a provision
and you can form a new chapter.
In the next chapter there are certain
restrictions put on the operation of
certain clauses of this 'Bill with refer-
ence ' to certain special types of com-
panies which are governed by special
Acts. If you create a new chapter
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syefore that—chapter 12A—we can put
.lause 609A there and then it cannot
se said.that it is out of place and the
arrangement may look somewhat
setter. 1 think the amendment moved
by Shri Gurupadaswamy is quite
correct and the objection raised by
Shri Barman should not be accepted
by the House.

Shri C. C. Shah: The powers of 2
company are 4eten’nined by its memo-
randum; the memorandum is its
charter. If in the object clauses
certain things are not mentioned,
the company cannot do them; if
certain things are mentioned, the com-
pany can do them. That is done
when we considered the clauses
regzarding the incorporation of the
company and the memorandurm.
These are provisions which relate to
the powers of the company. These pro-
visions taken with clause 284 on-
wards to clause 290 say that the
poard of directors shall be entitled to
exercise all such powers and do all
such acts as the company is autho-
rised’ to exercise so that the board
axercises all the powers. They dre
subject to the specific restrictions men-
tioned in clause 292, Mr. Gurupada-
swamy's amendment which relates to
the power of the company is being
put in the chapter that deals with
Registration, etc. which is ite in-
appropriate.

Mr. Chairman: Two objections have
been raised by Shri Barman which
relate to rule 118, Rule 118(1) reads
like this: :

“An amendment shall be within
the scope of the Bill and relevant
to the subject matter of the clause
to which it relates.”

118(2) reads like this:

“An amendment shall not be in-
consistent with any previous deci-
sion of the House on the same
question.” .

His objection was that so far as
this chapter was concerned, the amend-
ment is not germane and could not be
allowed. To this a reply has been
made that the amendment is within
the scope of the Bill. There is na
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doubt that taking the Bill as a whole
this amendment is within the scope
of the Bill. There is absolutely no
doubt about it in my mind, But an-
other question arose because of the
conjunctive “And”. An amendment
shall be within the scope of the Bill
and relevant to the subject matter of
the clause to which it relates. This
amendment, therefore, is absolutely
out of order and is not in tune with
the rest of the clauses “which we are
considering and the proposal of Shri
K. K. Basu that this may be treated
as if it existed in a separate chapter
and another amendment may be
deemed to exist is hypothetical. If an
amendment is given and comes to us
we shall see whether it is in order
or not. I have to consider facts as
they are. In my opinion this amend-
wment offends against rule 118(1).

As regards rule 118(2), 1 am afraid
the position has not been fully realis-
ed. Shri C. C. Shah said that so far
as memorandum and other matters con-
nected with the company are concern-
ed they have already been adopted
and they formed part of the Bill. I
have humbly to point out .that the
memorandum, etc. are all subject to
the provisions of this Bill. This Bill
can certainly say, as it has said in
one of the clauses before, probably
clause 9, that even if there is any
mention in the memorandum, etc.
about certain things, still, if there is
a provision of the Bill in conflict with
it which says that this provision will

.be observed and not the memorandum,

this provision will certainly make the
provision in the memorandum ineffec-
tive. But at the same time 1 do not
understand the argument which has
been just put forward that the House
has not taken a decision by passing
clause 292. The House has already
taken a decision that so far as ‘“the
board of directors are concerned; they
are competént to contribute and there
was an amendment that contribution
could be upto & maximum of five
per cent. If that is so, that means
that the directors are competent to
contribute and we have taken a de-
cision already. Is it the hon. Member's
contention that consistent with that
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decision it is consistent that the com-
pany cannot contribute? The contribu-
tion by the director can only be on
behalf of the company.

Skri M. 8. Gurupadzswamy: The
ooard of directors may contribute up-
to 5 per cent or Rs. 35,000 for chari-
ties and other purposes. If this amend-
ment is accepted that will be subject
to this: there will be no contribution
made by companies to political parties.

Mr. Chairman: Order, order. I am
giving my ruling. The hon. Member
aeed not interfere. I fail to under-
stand how it is consistent with the
earlier decision, The Board of direc-
tors can make contribution but the
company is yet being disabled to con-
tribute. The company is the entire
master of all of things and powers the
including those of the Board and
others. The board of directors are not
the masters to that extent. When we
have said that the Board of directors
can contribute, we have taken an im-
plied decision that this can be done
by the company also. The present
amendment if carried will be quite
inconsistent with the decision already
taken by the House. I am sorry I
have to rule out the amendment,

Shri- N. C. Chatterjee (Hooghly): I
think it was the general feeling of the
House and the concensus of opinion
was that it should not be utilised
for party purposes or for party funds.
That was meant for _charities like
Mahatma Gandhi's fund or Earth-
quake fund, etc. Everybody said that
it should not be utilised for the pur-
pose of making contributions to the
ruling party or any other party in
view of the proximity of election.
That was the unanimous view. That
point is being clarified. With great res.
pect I think there is no inherent in
consistency between these two posi.
tions. Directors have got the power t¢
contribute upto five per cent or am
amount that we have sanctioned.
Under the grab of charity contribu-
tions should not be made to a political
fund or party fund. I. am submitting
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that there is no inherent repugnancy
so that I would say that we are put-
ting a fetter on the directorate where-
as there is no fetter on them now...

Mr. Chairman: The point at issue
was whether we can pass an amend-
ment whereby there could be a restric-
tion on the powers of the company
to contribute. We have already taken
a decision. Now the hon. Member is
making this point that if the directors
can contribute they can .only contri-
bute towards charity and not towards
party funds. That is not the point in
issue. I am sorry I have ruled out
the amendment as it is not in order.

Shri Kamath: Does that mean that
contributions made to charities includ-
ed donations to political parties?

Mr. Chairman: The Chair is not
here to interpret or express any
opinion on a matter like this. The
Chair only comes to the conclusion
that this amendment is out of order.

Shri N. C. Chatterjee: I may remind
my hon. friends here that it should be
for charity to institutions for construc-
tive work, It must be either for charity
or something of the kind. It cannot be
a donation at large for any political
pqrposes’ or party purposes.

Shri C. C. Shah: If you see clause
292(e) it says: “charitable and other
funds”.

Shri N. C. Chatterjee: Why?

Mr. Chairmaa: As a matter of fact,
it is for the court to interpret what is

 the meaning of clause 292(e).

Shri N. C. Chatterjee: Am I to under-
stand from Shri C. C. Shah, who is
a man of eminence, that ‘“charitable
and other funds” would justify con-
tribution to a political party? (Inter-
ruption).

Mr. Chairman: Again, if Shri C. C.
Shah makes an observation which is
in keeping with the expectations of
the hon. Member, this will not be
binding on the House or on any other

+ nerson. It is the Supreme Court alone
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which can interpret these words
“charitable and other funds”.

Shri K. K. Basu: My submission is
‘that here the words “other funds” are
qualified by the words “not relating to”
etc. etc. With regard to charity we do
not deny; it has been decided that 5
per cent or Rs. 25,000 can be made.
But, Shri Gurupadaswamy’s amend-
ment says that it should be restrict-
ed in scope and that it should not
be made to a political party. Is it your
ruling that we cannot move that
amendment also?

Mr. Chairman: I am sorry, I have
already given my ruling on both the
points raised by Shri Barman and fur-
ther discussions on this are superflu-
ous. Now, any other amendment to be
moved?

Shri K. K. Basu: I have tabled
several amendments including one
amendment to the amendment of Shri
M. S. Gurupadaswamy, but as that has
been ruled out I, naturally, cannot
discuss on that. My amendments are
Nos. 1139, 1140, 1141 and 1142,
Amendment. No. 1142 deals with in-
corporation of new clauses 589A, 589B.
and 589C. I have also given notice of
an amendment to the amendment No.
1146 moved by the Finance Minister
and. it is for the insertion of new
clause 609A.

All these chapters deal entirely with
the compaines which are incorporated
outside India but having their estab-
lishment here. My first amendment
No. 1139 seeks to amend clause 586
which wants to make it clear that in
the case .. foreign companies it will
include both public and private. It
may be argued that in this chapter
only the word “company” has been
used, but jn view of the scheme of
the Bill we have seen that in many
occasions, at many places and under
many conditions the private compa-
nies are left out of the operations and,
therefore, I want to make it clear
that in the case of the foreign com-
panies it will include both public and
private companies. The grounds for my
giving this amendment are that there
are some foreign companies which are
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still controlled by and under the estab-
lishment of private companies and
therefore, if any restrictions is placed
that so far as private companies are
concerned this particular clause should
not -come into operation, then those
foreign companies may be left out of
it. We know there are big eompanies
like the Bata Company managing
agents which is a private company.
They control, practically, the whole
organisation of the Bata shoe factori-
es and allied organisations here. I
know from my personal experience in
West Bengal where there is a Chair-
man of the board of directors, when
he is asked to do something he frank-
ly says—he is an Indian director—
that though he is Chairman he has no
voice. He says: “Let the other mem-
bers of the managing agents come—
of Bata Company—and they are actu-
ally the men who have a voice in the
administration.” Therefore, it is abso-
lutely essential that in the case of
foreign companies—of course, there are
much more powers to probe into the
affairs of foreign companies provided
for in this chapter XI—it should in-
clude all foreign companies both pub-
lic and private. I know, in the case of
ICI there was a dispute. You know
ICI is one of the international com-
bines and they have offices in India,
They are sometimes split up in sever-
al sections or group and each group
calls itself an independent company
of its own. In the case of a labour
dispute they tried to prove that the
particular company wag a subsidiary
of a private company and, therefore,
the books of accounts cannot be shown.
and that they were running at a loss.
Because, as I earlier gave an example
of the Bata Company, we have often
seen that they sell things produced
here to West Africa where the price
of a unit is Rs. 60. Here the cost of
production is Rs. 18 or Rs. 19 and they
get only a profit on one or two rupees.
But, they sell to their counterpart out-
side at Rs. 60 a unit and make two
hundred times the profit. In the case
of .I.C.I. they deal with very impor-
tant articles and they import chemi-
cals from outside. Naturally they have.
to purchase from their counterpart out-
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side. They more or less manipulate
the prices and sq far as their transac-
fons in Indi. are voncerned, they
show that they are running at a loss.
Sometimes their books are not looked
into because they are private compa-
nies. Allegations have been made a
number of times about this and inti-
mations have been sent to the Govern-
ment, but I do not know why, unfortu.

nately, Government still thinks—as in °

the case of managing agencies—that
this British concern, in spite of its
shameful behaviour still serve the eco-
nomic life of the country and that they
should be allowed to continue. There-
fore, knewing the behaviour of those
companies I want to lay emphasis that
in the case of fqreign companies it
should be specifically mentioned “pri-
vate and public”; because. if may be
construed that, as in the case of pri-
vate companies, there are many ex-
emptions and these may be applied
here also because the description of
private company will not possibly apply
as the subsidiary company is incor-
porated under a different Act. We do
not know what the provisions of that
‘Act are. Therefore, I want to make
the provision clear that so far as
foreign companies are concerned,
clause 386 must say ‘‘public and pri-
vate”.

Then I come to my amendment No.
1140 which seeks to amend clause
589. There is a provision which says:

‘make out a balance-sheet and
profit and loss account in such
form, containing such particulars..”
etc. etc.

After this provision I want to insert
on page 276, at the end of line 3:

“after they are properly audited
and so certified by the auditors.”

By just making a provision that they
should make up a balance-sheet and
profit and loss account in a particular
form, they are not going to be audited
under the different provisions of the
Bill. They may say that we have pre-
pared a balance-sheet and profit and
loss account by our own audijtors. We
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know all these big European concerns
have got their own internal audit sys—
tem. Many of them have got auditors
who may not be qualified and they
may be their own employees. 7They
might draw up balance-sheets and it
might be construed that, that amounts
to proper compliance of section 589.
Therefore, I want to make it clear
that they should have these balance-
sheets and profit and loss accounts of
ali the branches of the foreign com-
panies working in India audited in
the same way as the companieg incor-
porated under this Bill and the docu-
ments should be audited and so certi-
fled by the auditors, “whoever they
may be. I want that an independent
persons must look into the boeks ef
these concerns and the transactions
they have in India. Therefore. I have
added this provision.

Then again, in the same clause 389
I have moved my amendment No.
1141 which seeks to omit lines 4 t. ®.
Lines 4 to 8 say:

“Provided that the Central Gov-
ernment may, by notification in
the Official Gazette, .direct that,
in the case of any foreign com-
pany or class of foreign company
the requirements of clause (a) shall
not apply or shall apply subjem
to such exceptions and modifica-
tions ag may be specified in the
notification.”

I cannot think how we can, in the
year 1955—in Independent India—
make this provision and give such an
exemption in the case of foreign com.
panies. I know the Government spoke-
man will always say at once that they
are interested in seeing that the fore.
ign companies do not exploit the re-
sources of this country but that such
a provision may help his country im
the near future orin the distant futur
in respect of industrial development
of this country. What I say is that
in the case of foreign companies there
should be a certain minimum condi-
tion imposed on them. Otherwise, there
is no point in asking them to work
#nd giving them facilities of the kind
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which they used to have in the rail-
ways some 100 years ago, when many
fpreign companies invested money
here. Because we want the industrial
houses to improve, I do not agree
when you say that these foreign com-
panies should be allowed to operate
bere under these conditions, Some busi-
ness house, a foreign firm, may like
to establish its company here, and
help some 200 or 300 versons by giving
them jobs here and there and to be
dispensed ‘with at a moment’s notice
if the employer does not like
It may be necessary in some cases—
and I am willing to concede that point
—that foreign firms are employed here
for providing us with the technical
knowhow+and ¢hat too only for a res-
tricted period with a definite scope,
but even then, certain minimum con-
ditions should be fulfilled by them.
Otherwise, there is no point in their
operating here.

There was a suggestion the other
day that even in America and ia some
other countries, there is a provision
that whenever a foreign concern is es-
tablished in those countries, a cértain
number of Amencans or the local
nat‘ionals as the case may be, should
be taken on the board of the com-
pany, and that there is a statutory
obhgauon to that effect. It was sug-
g:ﬂed that a similar’ ‘provision should

made ‘in “this ‘Bfll ‘also. Of course,
the Finance Ministér said that by in-
direct pressure or amngement, it
may be possible that some sons in-law
or nephews may be put on the Board
of Directors of the foreign firm. He may
be satisfied with that, but there must
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them. °*

“

be a condition whereby we might have .

some Indian nationals on the Board of
Directors of foreign firms in India. We
are not agreeable to his proposition:
1hat in course of time we might achieve
such a result even without a statutory
condition in the law. What I say is,
even on the question of
returns such as books and accounts
which will give us an idea to what ex-
tent those people are Pxplcxting the
resources of our country, there should
not be an exemption. It is necessary
that they should tulfil certam obhza-

submitting:
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tions. The clause, as it is, only says:

“(a) make out a balance sheet

and profit and loss account in
such form, containing such parti-
culars and including or having
annexed or attached thereto such
“documents (including, in particu-
lar documents relating to every
subsidiary of the foreign com-
pany) as under he provisions of
this Act it would, if it had been
a company within the meaning of
this Act, have been required to
make out and lay before the com-
pany in general meeting;”

I do not understand why, while the
Indian companies are asked to fulfi]
certain obligations under the Bill, the
foreign companids should be exempted
from’ ful.ﬁlhng the minimum condi-
tions, The minimum condition only
makes it obligatory on them to make
out a balance-sheet or furnish cer-
tain statements which can give us
an idea as to what extent they have
been operating in our country and ex-
ploiting our resoukces. Therefore. |
do not want that even the Central
Govemment shbpld have the power of
exempting the operation of this parti-
cular clause. It may be argued that
affer all, "the Central Government
may use their discretion and that they
would give the exemption only in cer-
tain cases where the exemption is
justified. But I can give you instance—
time will not permit me to quote the
details—where we have seen that
many agreements with foreign com-

pargfies have not been entered into
in the proper way, especially in the
Parliamentary Committees. We¢ know
of a person, even Government official,
—I do not disclose the names—who
was connet'ted with lmproper drafting
of the agreement. There have been
many occasions when the agreement
was not properly drafted. Unfortu
nately, undéer the peculiar circumstan-
ces of the case, when we have to get
a foreigner at whatever cost, certain
provisions are put in just as the ome
now under consideration. I want this
minimum provision of furnishing the
balance-sheets and profit and loss
accounts and certain other documents
It should be a compulsorv provision
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for any company, whether Indian or
foreign. The Central Government
should not have a statutory power
under which they can exempt foreign
companies.

There are three new clauses that I
want to insert after clause 589. They
are very simple. As you know, in
many of the foreign companies, they
have subsidiaries, and in the case of
a comapny which is first incorporated
in England, it will not give the same
power to the private company who is
a subsidiary of the public company
under the Companies in our country.
Therefore, we have seen these private
companies having big selling agencies.
They act in many ways which are so
interlinked with the parent company
and they hold a very strong position
in the set-up of the particular company.
We have known that in the case of
jute, it is being sold in Europe at
Rs, 80 though it is taken from here
at Rs. 40. There are four types of
subsidiaries through which it passes

. and the companies reap the profit. In
the case of tea, the Indian business
world wanted the main centre of aue-
tion to be at Calcutta and not in
London. We have seen that even the
price at which we get it in India is
greater than that obtaining for the
British people and they reap the main
benefit. As I said, there are always
three or four tiers and we know
many of those private companies cir-
cumvent the law by many ways. The
eompany has a particular type of book
and accounts at one place. It has a
different set of subsidiaries and sub-
agents at Bombay. From Bombay the
goods may be sent to Calcutta and from
Calcutta they may send them on to
another agent to East Africa. From
East Africa, it may come back to
Pakistan. Thus, they take the advan-
tage of the markets in all these coun-
tries and in the international markets.
Whenever you want to inspect their
accounts, normally, they are not open
to inspection, It is true that in most
of the foreign companies, the direc-
tors are mainly foreign nationals. There
may be one or two Indians who are
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absolutely worthless or they may be
old Tories as the British Tories or just
shareholders engaged in the vices and
malpractices of the foreign company.
We cannot have any faith in them. If
you look into the list of the names’
on the Board of Directors of foreign
companies—of course it is not the cus~
tom to read such lists—who are sup-
posed to have taken Indian nationals,

, you will find that except in one or two

cases, the persons are those who do not
understand things. They may be retir-
ed government officials, who had serv-
ed the Government for thirty years,
or they may be retired zamindars, or
ex-zamindars or even eminent lawyers.
But that does not necessarily mean
that they may be eminent business
men. Naturally such a person utilises
the position. The foreign companies
only want to make a show that they
take Indian nationals on their board
of directors. After all, the person con-
cerned might have been able to sell
his shares of a possibly outmoded
factory at a very high price. Indeed,
there are some Indians who made
tons of money during the last world
war by such means, and for devising
a way for investing their money, they
purchased the shares of the foreign
company and were thus taken to the
board of directors. So, you will find
that they still maintain the same hold
an thé economic set-up of our country
which they did before 1947. My whole
position is this. In the cases of these
foreign companies, there are not many
shareholders in ‘India. They are very
few. But we have come across many
cases under the Industrial Disputes
Acts, in which the employees of .these
foreign companies come forward with
facts, and challenge the authorities of
the companies. But unfortunately,
whenever there is a check, the au-
thorities employ some eminent law-
yers who come and say, “the balance-
sheets of the company have been sent
to England or Germany; and we are
not bound to disclose the facts. The
books are not here” and so on. We
have had many such cases before the
Investigation Commission, where the
books and aceounts of a company are
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not open for inspection either by the
Registrar or by anybody else. That is
why I want to provide that the Gov-
ernment should make a statutory pro-
-vision that the books and documents
of the foreign companies in India
shall be open to inspection by the
employees.

We have been talking so much
about employees’ participation in the
administration of companies, Our Fin-
ance Minister says that the Govern-
:ment has not yet definitely decided
what kind of participation the emp-
Joyees should be given in the affairs
of the company.

Shri M. S. Gurupadaswamy: On a
point of ordef, Sir. There are only
17 Members in the House.

Mr. Chairman: The time is 1-32 P.M.

Shri K. K Basu: I was saying that
.a statutory provision should be made
ithat the employees who work in any
foreign company in India shall have
a right to look into the books and
documents of the company without
charge. We have known several cases
where foreign companies have cheated
the Government by not paying their
.dues to Government., They mention
.different prices to different tiers of
their agency and they cheat the Gov-
.ernment huge sums of money. There-
fore I have provided that all the books
should be open to inspection. It may
‘be done either by payment of a cer-
‘tain fee or in any other manner as
the Government may think fit. It is
for the Government to frame the rules.

I have also provided that the Govern-
ment should have the right to appoint
auditors. I have done this after going
through the evidence given before us
in the Joint Committee. I do not say
that by and large auditors are not
‘honest; -they are honest and they be-
have very well mostly. But we know
fully well that though the auditors
may be honest, they cannot give any
opinion against the desire of the eon-
trolling authority or whoever he may
‘‘be. Therefore a good suggestion ‘was
made that these services should be
‘nationalised. The Joint Commitiee,
rightly I believe, agreed with 'this

e
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suggestion. In many of the foreign
companies the Central Government
have found that the controlling autho-
rities appoint as auditors some of their
kith and kin. Unfortunately even the
few Indian who may be appointed as
auditors, if they get disproportionately
large fees, join the management and
hide facts, Therefore, I have provided
that if the Government is satisfied,
either on the application of any em-
ployee or any person connected with
the company, that there is some fraud,
the Government shall appoint auditors
to that company. This morning we
had a question regarding import and
export of certain articles. We found
that a particular foreign company
selling a particular article to its sub-
sidiaries in India charged dispropcr-
tionately higher rates than the rates
which it charges when it sells the
same article to a subsidiary in some
other country. Therefore, I have pro-
vided that if the Goverhment is satis-
fied that there is a prima facie case
for investigation, either on receipt of
a complaint from any employee or
any person dealing with the company
or suo motu then it shall appoint
auditors,

My friend, Shri Kilachand, is con-
nected with a number -of concerns.
For instance, The Imperial Chemical
Industries continue to quote prices
in India which Mr. Kilachand knows
are much higher than the prices pre-
vailing at the producing centre, Ger-
many or anywhere else. These com-
panies charge disproportionately high-
er prices because they hold monopo-
ly or semi-monopoly over those com-
modities which they sell. When the
Government asks fer the accounts,
they give all sorts of figures. They .
say, “we have spent so much money
on management”. They bring in raw
Europeans and pay them Rs. 2,000 to
Rs. 3,000. In many cases, if you in-
vestigate into the affairs of these com-
panies, you will find that an Indian
who is doing all the work gets, say,
Rs. 1,800. But a European, who knows
nothing and who is supposed tc do the
same work gets Rs. 2,000 or more.

*« At the end of the year the manage-
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ment says, “the cost of our manage-
ment is Rs. 3 lakhs.” Actually the
work is being done by 20 Indians who
are paid altogether Rs. 30,000 or so;
and the remaining amount is paid to
six Europeans. For instance, take soda
ash. It is sold in England at £2 per
unit, but the same is sold here in
India at £5. They charge such a high
price because they know that any
purchaser in India cannot get it from
any other company as they hold a
monopoly or semi-monoply over it
Therefore, I have provided that there
should be a right of investigation by
the Government either on any apphli-
cation by an employee or on a com-
plaint received from any person deal-
ing with the company. I have said
“any person dealing with company.”
The Government need not make the in-
vestigation if, any unconnected person
makes a complaint. The Government
must first of all make an inftial en-
quiry and it they are satisfied that
there is a prima facie case for investi-
gation, they should appoint auditors.
It 3o happeéns that the number of share-
holders of these companies who are in
India is very small and therefore i
is only through the employees or to
some extent threugh those business.
men who deal with those companies
that we can know the correct position
about the state of affairs of the com.
panies. Therefore, I have provided that
if, on receipt of a complaint from any
employee or any person dealing with
the company, the Government is satis-
fied that. there is a prima facie case
for investigation, they should appoint
auditors. In this connection, the Gov-
.ernment have moved an.amendment
No. 1146 seeking to introduce a new
cL B809A standing in the name of
the Finance Minister. I have moved
my amendment No. 1149 only as an
explanation, because J am not sure
that the powers of Government to call
for statistics or any other information
will apply to a foreign company also.
It. might be said that this power is
only restricted to those companies
‘which are incorporated under the pre-
sent Act. This is an important matter;
because we know fully well that many
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foreign companies do not give us cor-
rect statistics and other information
regarding their working. For instance,
in the Standard Vacuum Oil Company
all of a sudden a dozen Indian men
who are getting Rs. 600 or Rs. 800 are
retrenched on the plea that there is no-
work for them and after sometime
they bring an European officer and pay
him Rs. 1,800. We are told that there
will be growing Indianization of these
companies; but so far as my informa-
tion goes, apart from a few Indians
who are either connected with the
directors or certain Government offi-
cials, nobody else is appointed there.
So far as the supervisory staff is con-
cerned, there is still cdomination by
Europeans. Very often, Europeans are
brought in in preference to very ex-
periencéd Indian. There is no point in
saying that we do not know the
know-how. You do not give proper
scope. Our Government, 8 years after
Independence, do not come forward.
to see that these European concerns,.
when they are allowed to work in this
country behave in a proper way. My

‘amendment only seeks to clarity the

position that for the purpose of this.
section a company includes any com.-.
pany incorporated under this Act or-
any other Act outside India. I hdpe-
the Governmeént will t my amerid..
mént.

Myr. Chairman: The following are the
amendments to clauses 556 to 609 of
the Companies Bill which the hon.
Members have indicated to be moved
subject to their being otherwise ad--
missible,

Clause No. Amendments Nos..
586 . 1139
587 241
589 242, 1140, 1141
B89A
580B 1142
589C
(New) .
604 1084 (Govt.)
605 1065 (Govt.)
609 1066 (Govt)
609A 1148 (Govt),

(New)
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Clause 5886— (Application of sections
etc.)

Shri K. K, Basu: I beg to move:
Page 274, lines 7 and 8—

after ‘“foreign companies”’ insert
‘“public or private”.

Clause 578—(Documents etc. to be de-
livered to Registrar etc.)

Shri K. C. Sodhia: I beg to move:
Page 275, lines 25 and 26—

for “continue to be subject to
the obligation to deliver those
documents and particulars in ac-
cordance with that Act” substi-
tute. .

“deliver to the Registrar for re-
gistration documents required
under sub-section (1)”.

Clause 589.— Accounts of foreign com-
pany)

Shkri K. C. Sodhia: I beg to move:

Page 276.—

omit lines 3 to 8.

Shri K K. Basu: I beg to move:

(1) Page 276, line 3—

add at the end:

“after they are properly audited
and so certified by the auditors.”
(2) Page 276—
omit lines 4 to 8.

New Clauses ¥89A and 589B and 389C
‘Shri K, K. Busu: I beg fo move:
Page 276—after line 16, insert:

“589A. All books and documents
of the foreign company to be
open to inspection.—The - books
and documents of ‘the foreign
companies ghall be keépt in their
registered offices in India, and
shall be open, durihg busiress
hours, to the inspection of the
employees without charge.

(2) If any inspection required
under sub-section (1) is refused,
every officer of the company shafl
De punisnable with fine whi¢ch may
extend to fitty thousand rupées
or an Imprisonment for a term
which may extend to five years or
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both and the cancellation of the
company’s rights to conduct busi-
ness in India.

589B. Central Government to
have the right to appoint auditors
to the foreign company.—(1) Not-
withstanding anything contained
in this Act or any other Act
or in any agreement with
the foreign company, the
Central Government shall—om
complaint from any employee of,
or from any person connected with,
the company, or suo moto—
appoint auditors to the foreign
company.

(2) The auditor appointed under
sub-section (1) shall have access
to all the books and documents
of the company.

(3) It the company refuses to
make available to the auditor any
books or documents which he re-
quires, in exercise of his powers
under sub-section (2), the com-
pany and évery officer of the
company shall punishable with
fine which may extend to fifty
thousand rupees or an imprisom-
ment which may extend to five
years or both and cancellation of
the comypany’s rights to conduct
business in India.

598C. Central Government to
have the right to investigute the
affairs of the  foreign company.
—(1) Notwithstanding anything
contained in this Act or any other
Act or in any agreement with the
foreign company, the Central Gov-
eriiment shall—on complaint from
any employee, or from any person
connected with, the company, or
3u0 mote—appoint competent per-
sons to investigate the affairs of
any such company and to report
thereon in suth rnantier as the
Central Government may direct.

(2) The Inspector appointed
under sub-section (1) shall Have
access to all books and documents
of the company.

(3) K the company refuses to

make available to the inspector
any books or documents which he
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requires for the purpose of his
investigation, the company and
every officer of the company shall
be punishable with fine which may
extend to fifty thousand rupees or
an imprisonment which may ex-
tend to five years or both and
cancellation of the company’s
rights to conduct business in
India.”

Clause 604— (Registration offices)

Shri C. D. Deshmukh: I beg to move:
Page 282, lines 26 and 27—

for “and Assistant Registrars”
substitute:

“Additional, Joint, Deputy ana
Assistant Registrars”.

Clause 605— (Inspection, producti
and evidence etc.)

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

Page 283, line 3—

for “the documents kept by the
Registrar.” substitute:
[

“any documents kept by the
Registrar, being documents filed or
registered by him in pursuance
of this Act, or making a record or
any Tact required or authorised to
be recorded or registered in pur-
suance of this Act”.

Clause 609— (Enforcement of duty
. ete)
Shri C. D. Deshmukh: I beg t0 move:
Page 284, line 35—

for “enactment” substitute:

“provisions in this or any other
Act”.

New Clause 609A
Shri C. D. Deshmukh: I beg to move:
Page 284—
after line 38, insert:

“Collection of information ana
statistics from companies”.

609A. Power of Central Government
to direct companies to furnish infor-
mation or statistics—(1) The Central
Government may, by order, require
companies generally, or any class ot
companies, or any company, to furnish
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such information or statistics with re-
gard to their or its constitution or
working, and within such time, as may
be specified in the order.

*(2) (a) Every order under sub-sec-
tion (1) addressed to companies gen-
erally or to any class or companies
shall be published in the Official

. Gazette and in such other manner, if

any, as the Central Government may
think fit.

(b) The date of publication of the
order in the Official Gazette shall pe
deemed to be the date on which the
demand for information or statistics 1s
made on such companies or class or
companies, as the case ‘may be.

(3) Every order under sub-sectlop
(1) addressed to an individual com-
pany shall be servel on it in the man-
ner laid down in section 51.

(4) For the purpose of satisfying It-
self that any information or statistics
furnished by a company in pursuance
of any order under sub-section (1) is
correct and complete, the Central Gov-
ernment may require such company—

(a) to produce such records or
documents in the possession or under
its conirol for inspection before sucn
officer and at such time as may be
specified by the Central Government,
or

(b) to furnish such further informa-
tion as may be specified by the Central
Government and within such time as
may be fixed by it.

(5) The Central Government may
also, by.order, direct a summary m-
vestigation into the affairs of the com-
pany to be made by any person Or per-
sons named in the order, in so far as
it may be necessary—

(a) for the purpose of obtaining
any information or statistics which a
company has failed to furnish as re-
quired of it by an order under sub-
section (1); or

(b) for the purpose of satistying it-
self that any information or statistics
furnished by a company in pursuance
of an order made under sub-section (1)
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45 correct and complete; and in
so far as such information or statis-
tics may be found to be incorrect or
incomplete, for the purpose of obtain-
ing such information or statistics as
‘may be necessary to make the infor-
mation or statistics furnished correct
and complete.

(6) Any person or persons appolnted
under sub-section (5) shall have all
‘the powers of an inspector or inspec-
tors under section 238 and the prowvi-
sions of section 239 to 245 shall apply,
.as far as may be, to the case.

(7) If any company fails to comply
-with an order made under sub-section
(1) or sub-section (4) or knowingly

furnishes any imformation or statistics °

which is incorrect or incomplete in any
.material respect, the company, and
every officer thereof who is at default,
shall be punishable with imprisonment
-which may extend to three months, or
fine which may extendable to one
thousand rupees, or with both.

(8) An order requiring any informa-
tion or statistics to be furnished by a
.company may also be addressed to
.any time, been an officer or employee
of the company and all the provisions
.of this section, so far as may be, shall
apply in relation to such persons as
-they apply in relation to the company:

Provided that no such person shall
be punishable under sub-section (6),
‘unless the Court is satisfied that he
was in a position to comply with the
order and made wilful default in
«doing so.”

Shri N. C. Chatterjee: (Hoogly):
-1 hope the hon. Finance Minister
will not accept any of the amendments
moved by my friend Shri K. K.
Basu. I hope this House will have
no hesitation in rejecting them
firmly. I would have supported Shri
K. K. Basu if he had moved some-
thing like what they have in Switzer-
Jand, that at least one or two
directors must be nationals of that
particular country, in every concern.
I -had issued a statement along with
Shri H. N. Mukerjee from Calcutta
about discrimination against Indian
executives in some British concerns.
But, what are these amendments that
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Shri K. K. Basu is movingz {oday? It
would have been far better and far
more honourable and straightforward
to say, I have got this giant’s power,
I am going to exercise it like a giant;
from tomorrow, no Britishers shall
function here, or no foreign concerns
shall function here. I can under-
stand that. What are you doing? What
is the power you are giving under
clause 589A?  All books and docu-
ments of foreign companies shall be
open to inspection. When ? When-
ever any employee shall demand i:.
Supposing a company has 5,000 or
10,000 employees. Each one of them
shall have the right to demand inspec-
tion at any time, on any day, during
business hours, without charge, of all
books and records of the company.
Secondly, if it is not done, if the
employer does - not do that, every
officer of the company shall be
imprisoned for a term which will
extend to 5 years. Why not have capital
sentence ? That would be better. Sup-
posing there are 200 officers. All of
them are liable to imprisonment for
5 years. This is trade unionism gone
mad. This House should firmly reject
any such move. You are playing with
fire. There are Indian concerns
which are functioning in other foreign
countries. Indian concerns function
in Pakistan, function. in the United
Kingdom, in Germany, in Switzerland
and other countries. Are you sug-
gesting that we can allow this kind
of thing to be done and we can give
this power to any employee whenever
he likes to demand jnspection, and
if it is not allowed, every officer shall
be sentenced to imprisonment for 5
years or fined Rs. 50,000, only
Rs. 50,0007 This is a very very danger-
ous thing. This is not sensible. This
is not honourable. This does not
befit a great country like India. In
the formative period of our Indian
Republic, it will not be fair to
drive out the foreign sector by this
kind of measure. If you have got the
courage come out and straightaway do
it. Don’t adopt Lenin’s method in
this indirect manner.

Shri S. S. More: This is not
Lenin’s method.
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Shri N. C. Chatterjee: Stalin’s

method. I stand corrected.

Pandit K. C. Sharma: This is
Basu’s method.

Shri S. S. More: Not even
Stalin’s.

Shri N. C. Chatterjee: Look at
amendment No. 1142. It says that the
Central Government shall have autho-
rity to appoint auditors to foreign
companies. What is this power ? Look
at the language.

“.....on complaint from any
employee of, or from any person
connected with, the company,
appoint auditors to the foreign
company.”

Anybody can say, I have been
dismissed, I have been a cashier and
I was minting money. He makes a
complaint. The Central Government
shall appoint auditors. The auditor

shall have access to all the records
of the company. If dfty comipany
refuses to make available to the

auditor any books or documents,
Rs. 50,000 fine or imprisonment for 5
years. This is not proper. Look at
clause 589C. Central Government is
to have fhe right to investigate ‘the
affairs of foréign companies. Imme-
diately thete is a complaint from any
employee, or from dny ‘petson éon-
néctéd with the company, the
Central Government shdll have fhis
right . to investigate. These -are
absolutely uncanalised, wille, arbitra-
ry, extraordinaty powers which no
sane Government should undertake,
which should ncver be put on +the
statute-book of any civilised coufitty.
This is not fair. As a matter of fact,
my friend had said some of them kad
behaved badly. He also added, I
admit that they do not keép three
sets of books. I had sovitéthing ‘to
do with the administration of
company law, the previous Act, in
the High Court of Calcutta. From
my experience both as a lawyer and
in another capacity, I say, we
have got to admit that they maintain
certain standards of behaviour and
there is not so much of malpractice
as we find in other places, although
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thére is discrimination against Indian
executives. ‘I'his House should do its
pest to put it down, I am glad to
say that after the statement that
we issued and after the strong debate
that we have had in this Parliament
and Shri T. T. Krishnamachari came
forward with his views, there has
been a healthy reaction. lndian execu-
tives are now being treated, I do not
say absolutely fairly, but much better
than what was being done I think it °
would not be fair to press these
amendments. It will not be right for
this Parliament, not fair on the part
of this Parliament to arrogate such
powers. We shall be really making
our concerns vulnerdble and creating
a very dangerous precedent for our
companies which are functioning in
foreign countries.

I bave got something to say in
connection with a new clause pro-
posed by the hon. Finance
Minister. I am sorry that Parliament
is béing treated in this way. This is
not fair. If the Central Government
‘waits to assume such very wide-

‘POWérs ‘as now contemplated in clause
‘80BA, it ‘would hdve been only fair for
‘the :‘Miriister or the Deputy Minister

fo Brlig it before the Joint Com-

mittee and the Joint Committee ought
to have considercd it. The House
should have the benefit of that con-
sideration. Look at this power. You
are treating practically every ‘company
as a potential pick-pocket. What data
have you got before you? Has any
for facts and figures or statisiies? I-
compiny ever refuseéd or ever declin-
do ‘not knéw. Yeu have got ‘the
Collection  of Statistics Aét. So far,

Shri T. T. Krishnamachari assured us
that he had been ‘demanding facts and
figures with regard to ‘our charges—
Shri H. N. Miikerjee's and iy charffes
—of this discrimination against Indian
executives. We pointed 6ut to him
that the questionnaire is not ‘full, that
the questioninaire is not thorough, and
as a matter of fact, there are lodp-
holes. I do not know who framed
the questionnaire. We wanted to 'put
forward andther questionnaire, a more

thorough one. But, never has any



12819  Companies Bill
Minister told Padliamént that any
company or anybody has refused to
supply information. What is this
power that the Central Government
is going to take?

“(1) The Central Government
may, by order, require compauies
generally, or any class of com-
panies, or any company, to
furnish such information or
statistics with regard to their or
its constitution or working, and
within such time, as may be
specified in the order.

“Every order...shall be published
in the Official Gazettee and in
such other manner.....7»

Look at sub-clause (5).

“The Central Government may
also, by order, direct a summary
investigation into the affairs of
the company to be made by auy

.

person or persons named in the
order....”
I think this is too much, and I

would appeal to the hon. Minister.
He hds not said anything so fur as [
knoéw in justification of these wide
powers, Is it really necéssary to

have this eévery wide powér in sub--

¢lause (5), that the Centrdl Gov-
erhnient cin demand some gtatistics
‘and thén start summary investi-
gition for the purpose of obtain-
ing any information, any statis-
tics ‘etc.? ' There is no ‘question
of default or anything. It provides
thiat the Central Government may by
order direet a summary investigation.
I submit this is a very, very unfair
state of things and this kind of
extraordinary power shéuld nnt be
vested in the Government like ‘this.
And we have not ‘got ‘the data. What
has happened that the Govermmeént
want the assumption of thése very
wide powers? What has happemed
we do not know. Nothing has been
said. The Joint Committee was never
asked to consider any such thing. We
never got any data for considering
the neceasity for any such confer-
ment of very extensive powers.

Then you see sub-clauses (5) to (8).
All this shows that you are teally
adopting some kind of inquisitorial
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method under the grab of cellecticn
of statistics. I think that is not fair.
I am appealing to the hon. Finauce
Minister that if there is any case,
Government should only have the
power to collect statistics and so on.
‘Don’t have summary investigation.
Don’t have this power of investiga-
tion, appointing anybody, conducting
all this elaborate investigation and ro
on. I hope he will be pleased to
bestow some thought to it.

Already the private sector has beer
deeply perturbed by the number of
restrictions and regulations and al}
these blanket powers which have been
conferred upon the executive. They
are very, very deeply verturbed.

Mr. Chairman: These powers are
not half so drastic as ‘the o‘her
powers. The hon. Member has
passed all thode ‘poweérs.

Shri N. C. Chatterjee: What I
am saying is this. The Central Gov-
ernment can direct companies to
furnish information or statistics. But

why have the power of summary
investigation ?
Mr. Chatrivisam: If they do not

furnish those statistics, whiat is ‘to
happen ? It only comes into operation
when they have failed to fufnish or
have furnished incorrect statistics.

Stk N. €. Chitteijee: 1f you
£iidly sée sub:élause (5), it is'nat én
the quéstion of default or anything:
of the kind. :

Mr. Chairmin : Kindly read.
Shri N. C. Chafter}e: It

| is as
follows :

“The Céntral Governmeént miay
also, by order, direct a ‘suwn-
mary investigation into the affairs
of the company to be made by ady
pérson -or pérsons named in the
order, in so far as it may be
necessary—

(b) for the purpose of statisfying
itself that any inforration or
statistits furnished by -a compaay
in pursuanice of an order miéde-
under sub-section (1) is cortéet.
and cornpléte ;"
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[Shri N. C. Chatterjee]
That sub-clause
of default,

Mr, Chairman:
there.

Shri N. C. Chatterjee: Sub-clause
(a) is there, but sub-clause (b) is not
in case of default:

(b) is not in case

Sub-clause (a) is

“and in so far as such informa-
tion or statistics may be found to
be incorrect or incomplete, for the
purpose of obtaining such infor-
mation or statistics ' as may be
necessary to make the information
or statisdes furnished correct
and complete.”

What happened in the past? Has
there been any wide-scale refusal or
non-compliance of requests for any
information or statistics, that yeu are
asking for such power? You know,
Sir, once you start summary wnvestiga-
tion, it is a very serious matter and
it may imperil the position and the
credit-worthiness of a company. And
therefore, what I am submitting is
this. Is it really necessary, and if
necessary, then, why did you not
place it before the Joint Committee
and give us the relevant data and
facts to justify this kind of assump-
tion of power ?

Shri K. P. Tripathi (Darrang): I,
first of all, submit that most of the
powers and duties which are enjoined
on the Government under this whole
Bill will be nugatory if the powers
now sought to be obtained by the
amendment moved by the Finance
Minister are not there. I quite agree
with you, Mr. Chairman, that these
powers would be necessary - for the
Government. I quite realise that the
.Government in the initial stage will
not suddenly go into investigation. It
will ask for facts. If the facts are not
given, or—the second possibility also is
‘there—if the facts are given but there
is room to feel that the facts are in-
correct, in that case, an investigation
may be necessary; and if that investi-
gation is not there, if the facts are not
available 4o the Government, in that
case I humbly beg to submit it would
‘be very difficult for the Government

-8 SEPTEMBER 1955

<

Companies Bill 12822
to administer the rest of the law which
we have provided for. I agree with
you that the powers which we have
given in the body of the Bill are qual-
ly if not more drastic than what are
proposed in this small amendment by
the Government. I therefore fully
agree that it is very necessary that
these powers may be obtained.

The second question which I want
‘to speak on is with regard to the pro-
viso on page 276 where it is said that
the Central Government may, by noti-
fication in the official gazette, direct

-that in the case of foreign companies

or a class Qf companies, the require-
ments of sub-clause " (a) shall not
apply. Sub-clause (a) says that certain
balance-sheets and other things must
be published by every company. The
proviso says they need not be publish-
ed if the Government sc determines.
Now, I humbly beg to submit that
this proviso is unfortunate, because
a very large sector of our industry
and commerce today is in foreign
hands. As time goes on, we are ex-
pecting that a lot of foreign money
may come and new industries may be
started. Therefore, a large number of
our industrial employees will be under
the foreign companies. Now, what is
the position? In India, a large part of
th wages are paid by way of bonus
and for that purpose it is very neces-
sary that balance sheets be published.
Balance-sheets therefore are not the
private preserve of the company. They
are necessary for the purpose of deter-
mining the share, the proper share of
the workers. How shall we know what
we are entitled to if the balance-
sheets are not there and suddenly
power is given to the Government, and
Government may say you need not
publish the balance-sheets. I do not
see why such a hush-hush policy
should be there with regard to balance-
sheets. After all, in any country we
go to we must abide by the law of
that country. So, if a foreign company
comes here, it must abide by the law
of this country. The law of this count-
ry must be that all the facts are before
the country. As a matter of fact, you
know how difficult it is to study Indian
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economics. One of the most -difficult
things in the world to a student is
Indian economic. Why is it so?
Because, he has no facts ard figures.
Nearly 60 to 70 per cent. of our eco-
nomics is underground about which
no facts are available, no data is avail-
able. If you go to America, if you
merely follow the daily papers for six
months, you will become a first-class
economist in regard to American eco-
nomy. If you go to London, you will
know every detailed fact about every
company. It is all clear and above
board. But when you come to India
you find all these things are hushed
up. Nobody knows anything about the
company. The Reserve Bank conducted
an enquiry in 1952 and it tried to

find out the facts. It could not dis- -

cover the relevant facts and in the
body of its report in its bulletin it
says these facts are not known, these
facts are not known etc. It was also

not fully known as to how much fore;

ign investment there is in this country.
What is this? After all, a country can-
not run, an administration cannot run
if relevant facts are not before the
country. And how can the Govern-
ment say these companies are exempt-
ed from publishing balance-sheets and
other things? Therefore, I humbly beg
to submit that this is a very wrong
provisien.

After all, what right has the Gov-
ernment to make discrimination
between nationals and non-nationals?
A national will be under the obligation
to' publish a balance-sheet, a non-
national will not be. his is a diseri-
mination which T do not like,

But, what about the workers? I
strongly protest against any attempt
by the Government to exclude the
foreign companies. After all, a very
large sector of our workers, running

; into over a million, is working under
the foreign companies and we are
equally to be shareholders in those
companies as in other companies. And
if we are to be shareholders, we must
know the facts about the companies.

I may draw attention to a2 question
which was answered in this House
itself. It was said that within the
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last few years in the tea companies
of India, the Puropean employment
has been reduced by four. That is,
out of 941 managers, four have been
reduced. That is, it is now 937. But
with regard to the Indian personnel
which they appointed, it was 100 and
odd some time back, now it is over
400. So, here is a clear case of in-
creasing the cost structure, and .if
there is an increase in the
cost structure * in the super-
visory stage, then there must
corespondingly be a reduction in the
cost structure in the working class:
stage. .Therefore, any such change ip -
the cost structure affects the workers,
and therefore, we have a right to
know whether the appointment is pre-
per or not. As a matter of fact, the
prices obtained by the tea industry
in the Sikkim area and investigations:
for instance have gone up very high,
and all that extra profit has been ab-
sorbed by the management. It has not
been released to the working classes.
We want to know how it is absorb-
ed. No facts and data are available.
I would therefore humbly request
Government to reconsidér before they
pass this proviso. I would expect that
the Government would agree with- us
and not pass. it.

2 p.M.

On a reference to page 364 I find

that there it is said: '

“The Central. Government may
direct that a company shall not be
obliged to show the amount set aside
to provisions other than those relat-
ing to depreciation, renewal or dimi-
nution in value of assets, if the Cen-
tral Government is satisfied that the
information should not be disclosed
in the public interest and would
prejudice the company.”

There also a provision is made
which I would oppose, But there it
is said “if it is in public interest or
it is to the prejudice of the company.”
But here in this proviso to clause 589
on page 276 no such condition is pro-
vided. There need not be any public
interest involved, there need not be
any prejudice to the company. Still
the Government may release the com-
pany from the obligation. This is most
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{Shri K. P. Tripathi]
unfortunate. Such a power the Gov-
ernment should not take. This power
is unnecessary, it is d:scnmmatory\it
is against national interest, it is
against Government's policy with
regard to labour and will definitely go
against the working classes. There-
fore I request Government tn recon-
sider the matter and see that this be

not passed.

With regard to the question of the
right of the employees to investigate,
with regard to this also we the w3rk-
ing classes feel that such a power
should be there. Whether it should
be so drastic, I -do not know, But in
sost of the companies owned by fore-
igners it is found that we have no
access to any documents, we have no
chance of knowing any facts. When-
ever we ask for any facts in our nego-
tiations or any other things of that
type, we are told that these facts
are not available in India. How shall
we get them? Either Government
should take power in arder that Gov-
ernment may get these facts for us,
or there may be law in the land where-
by companies may be forced of their
own accord to publish these facts so
that we may be put on level ground.
After all, what is the policy of the
Government of India? The policy is
that we should not go in for strikes,
that we should settle our differences
mutually by negotxatwn How can
negotiations succeed if the facts are
‘all known only to them and ignorance
is our only capital? In other countries
where negotiation are not successful
and where trade unions strike, it is a
ghﬁerent matter. But wherever bipar-
tite negotiation has been successful
. it has been possible for the trade union
to know as much about the industry
as the industry itself. How was it
possible? Because all the facts
about the industry are publish-
ed there and everybody knaws
them. It is possible to know, and
therefore the trade union and the
employers can argue on the basis of
the knowledge available, Here we are
asked to argue on the basis of our
-ignorance and Government makes no
effort to put us on an equal footing
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with the industry so that we may

apply our judgment. If you do not

make it possible for our intelligence
to be developed, then our pugnacity
will be developed and there will be a
tug-of-war and fight between industry
and labour, because ignorance has no
other way of fighting.

Therefore 1 submit that the hon.
the Finance Minister should reconsider
this position. I submit that it is a
crime against knowledge and against
the economy of the country to restrict
facts and knowledge fram the stu-
dents of the country. If that is so,
then there is no other way for the
Finance Minister and the Government
except to say: “No,'with regard to
the collection of statistics, with regard
to the publication of figures, balance-
sheets, etc. there shall be no discrimi-
nation: every industry, whether foreign
or Indiam, shall be obliged under the
same law of the land to publish the
belanc&sheets as determined in this
law”.

I humbly commend my point to the
hon. the Finance Minister for consider-
ation.

Shri C. C. Shah: 1 will be very
brief. I have only a few observa-
tions to make. o

As regards the proviso to which my
hon. friend Shri Tripathi referred,
clause 589 is based upon section 410
of the English Act under which over-
seas companies are required to file
their balance-sheets and accounts with
the Registrar of Companies. And
1 do not find that in section 410 of the
English Act there is any such proviso
empowering the Board of Trade there
to exempt any particular foreign com-
pany or class of company. If the
Government has any good reasons
for taking that power, it is a different
matter. But prima facie 1, feel -
there is considerable force in the
argument advanced by my friend
Shri Tripathi that that  proviso
ought not to be there.

As regards Shri Basu’s amend-
ments, Shri Chatterjee has rightly
characterised them as being too wide
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und too general and impracticable or
incapable of being enforced.

As regards the amendment moved
by the Government inserting new
clause 609A, 1 welcome it. 1 wish
to draw your attention to Chapter
XVIIL, I believe of the Bhabha Com-
mittee Report where they have drawn
our attention to the paucity of statis-
tics on company management. And
even in the course of considering
the Bill we have not been able to
take a great many of our decisions
because of the paucity of these statis-
tics. And they considered it a mat-
ter of vital importance that Govern-
ment should have the power to collect
all relevant statistics on company
management, I am glad therefore
that the Government is taking such
powers. [ do not think the powers
are as wide as Shri Chatterjee has
characterised them to be, because at
every stage they are circumscribed.
‘What the Government can call upon
the company to do is to furnish such
information or statistics with regard
to their or its constitution or working

, and within such time as may be spe-
cified. Then, sub-clause (5) about
which Shri Chatterjee spoke also res-
tricts that and investigation is to take
place only in so far as it may be ne-

cessary to obtain statistics if the
company has failed to furnish them,
or if the company has furnished in-
complete statistics to obtain complete
statistics. In a way these powers are
wide in the sense that powers are
given to call for these statistics and if
they are not furnisheq or are inade-
quately furnished, powers are given to
the Government to hold an investiga-
tion. In each proviso or in each sub-
clause the purpose for which the in-
vestigation is to be held is clearly men-
tioned. I believe the powers, if wisely
and properly used, will be very useful.

Lastly, I only wish to draw attem-
tion to this. Here we use the words
“The Central Government may, by
erder, require companies generally, or
any class of companies etc” The
word “company” will not include a
foreign company as defined by us in
sub-clause (10) of clause 2, which
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says that ‘company’ shall mean a
company as defined in section 3; that
means a company registered under this
Act under the definition in clause 3.
I would suggest that it will perhaps be
wise to use the words “body corporate™
which would include also foreign com-
panies, as we have already used that
expression in several places where we
desire to include foreign companies as
well.

Shri V. P. Nayar (Chirayinkil): I
do not want to make a very long
speech. But I must once again bring
to the attention of the hon. Minister,
our objection to the inclusion of the
proviso to clause 589. You may re-
member when we were having the
general discussion on this Bijll, this
point was focussed upon. In fact
1 went to the extent of demanding a
categorical answer, to be assured by;
Shri M. C. Shah in the lobby that
certainly an answer would be given by
Shri Deshmukh when he gave his
reply. The hon. the Finance Mi-
nister, and as is quite usual with him
and as I anticipated and said, did not
however make any reference as to the
reason why this proviso had to be
included.

Today I was quite amused to hear
Shri N. C. Chatterjee knowing as we
do that he is a champion of the hig
interests here—saying so many things
ghout the gestures of the English
companies. He says, it had some
healthy effectss He was asking
whether the Collect;on of Statistics
Act will not apply in this case and
why a special summary power is called
for. I am not able to use the lan-
guage which is quite so well with
him, when he said about ‘inquisito-
rial methods jn the collection of statis-
ties’.

Companies Bill

As far as I have understood, and
I think the hon, Finance Minister will
agree with that, the Collection of
Statistics Act as at present does not
empower Government, nor does it
make it necessary for a company which
is a foreign company, to submit its ac-
counts as and when called for by
Government.
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[Shri V. P. Nayar]

The other day, I remember quite
well that when we were discussing
some questions about the rubber in-
dustry, I wrote a letter to Shri M. C.

Shah asking him for the balance-sheets -

of some companies which were hav-
ing a monopoly in the rubber indus-
try of India, namely the Dunlop Tyre
Company, the Good Year Tyre Com-
pany and the Firestone Company: He
wrote back saying that the Dunlop
company was a company limited in
India, and therefore he would be able
to find out four or five ' balanc-
sheets.  From the balance-sheets, 1
found that subsequent to 1950, the
Dunlop company had made a profit
of Rs. 7 crores. But Shri M. C.
Shah regretted his inability to give
me any information, and quite
rightly so, about the profits or any
of the details of the accounts of a,
company which is not a company
limited in India. And unfortunately,
the Good Year Tyre Company was a
company like that. So the Collec-
tion of Statistics Act, as I have read
it, and as Shri M. C. Shah has fur-
ther explained, would not apply,
and would not give powers to Govern-
ment to call for information from
those companies. Am I correct?

‘Shri C. D. Deshmukh: I am asking
my hon, friend the Minister of Reve-
nue and Civil Expenditure whether
he said like that or he wrote like
that.

Shri V. P. Nayar: Not only did he
say, but he wrote also like that He
wrote to me that because it is a limit-
ed company in a foreign State, it was
not possible for Government to give
such information. I may be able to
find out that letter, if it is necessary,
for certification by the hon. Finance
Minister, and I can make an effort
for that. But that is not the point.

The point is that Shri N. C.
Chatterjee was speaking for the big
business and saying that the British
big business (which is very much
entrenched in the ‘economy of this
country), has shown very kind gesture.
‘What is the kind of gesture which they
have shown? He was saying that many
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Indian officers are being promoted..
But what is the kind of people from
whom the highest offi¢ials in the-
foreign companies in India are recruit-
ed? I need not tire the House with
the details. But everybody here
knows that almost every top official
of the Government of India, including
some of the Ministers, I should say,
have their very close relations start-
ing on fantastic salaries in private:
limited companies. If the hon. Mi-
nister wants, I can give off hand the-
names of a number of such people. Is
it not a fact that if they had joined
the Government of India in the IAS.
cadre or even in the old ICS cadre,
they could have got at their 50th
year only a sum of Rs. 2,000 p.m.
Now, Sir, you will be surprised to-
know that these foreign companies
are taking Indians in managerial
places which were formerly held by
Europeans or Britishers or other fore-
igners, at salaries starting from
Rs. 1,000, Rs. 2000 and so on. I
know several cases of boys who are
aged only 25 and 26, and who are
drawing salaries of the order of
Rs. 2,000 in such foreign companies.
This is the kind of gesture which the
foreign companies have shown, and
little does Shri N, C. Chatterjee, real-
ise that this is the gesture which
they have shown. I do not want to
go into that question now.

But I am very much perturbed by
this proviso. Once again I request
the hon. Finance Minister—I make, a
very humble request this time because
ordinaiy requests do not' move the
Finance Minister—that he should
give us some details as to why it is
necessary to have this proviso.

I have here, the agreements entered
into between the Government of India
and the oil companies in a pamphlet
entitled Establishment of Oil Refi-
naries—Text of Agreements with the
oil companies. 1 do not see why under
the agreements in force, Government
should come out with this proviso. I
am reading from the first agreement
between the Standard Vacuum Oil
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Company, American Barracks, Queens-
way, New Delhi, and the Government
of India.

Para 3 of this agreement says :

“The refinery will be owned
and operated by the Indian com-
pany which will be incorporated
under the Indian Companies Act,
1913, as amend

I presume that at the time the
agreement was drawn up, Govern-
ment had in view that the company
law will from time to time be brought
up to date. And this agreement is
certainly within the purview of the
law ag it stands amended by the
present Bill,

Shri C. D. Deshmukh: How is it a
foreign company.

Shri V. P. Nayar: It is not a
foreign company. It is a company
incorporated in India, and called an
Indian company. What I say is that
you have no case to exclude foreign
companies. I shall show you presently
why; there is no case. Please bear
with me for a minute.

That is not the only point. Later
on, if we go through the other pro-
visions in the agreement, we will find
that the Government of India have
given several assurances to one of the
contracting parties. It is not neces-
sary for me to read them out. But
here is an assurance on page 6—there
are four or five assurances, but this
is one of them—which runs as follows
I am reading this only to show a typi-
cal case :—

“Assurance that no objection
will be raised to the local bor-
rowing of funds by the Indian
company to filnance local cur
rency; expenses for the construc-
tion of the refinery, and subse-
quently for working capi

I have called out only one single
instance. But if you go through the
entire agreements you will fing that
there is the same condition in every-
one of them, namely that the Govern-
ment of India undertake or bear res-
ponsibility to see that whatever be
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the price factors which will decide
the issue of the price of the oil which
Is distilled or refined in India, they
will not force the company to sell
the oil so produced at a price lesser
than that of oil which is distilled and
imported into India. These are cer-
tain conditions that we find in these
agreements.

We have time and again asked the
Minister of Production whether under
the provisions of the agreement, the
pveople of India can rest assured that
hereafter the price of the oil which
is distilled in India by the refineries
set up by foreign compantes in colla-
boration with the Government of
India will go down, but the Minis-
ter has been very chary to commit
himself. He has never assureq us tham
one anna on a gallon of petrol will be
less because of the fact that we are
having this distillation or refining
here,

The reason why I am worried is
that as a class the oil companies have
certain concessions, and as a class,
these concessions are not enjoyed by
other companies, My fear is that
when we lay down under this proviso
that a company or a class of companies
will be exempted, then by the very
fact that Government are under ever
so many obligations and are bound by
ever so many liabilities under these
agreements which are now in force,
the tendency of Government, as we
can rightly expect, will be to . exempt
such class of companies,

Shri C. D.. Deshmukh: It would not
apply to the oil company.

Mr, Chairman: This proviso applies
to the foreign companies,

Shri V. P. Nayar: I am coming to
that.

Shri C. D. Deshmukh: Clause 589
refers to foreign companies.

Shri V. P. Nayar: That is true.

Shri C. D. Deshmukh: This is not a
foreign company.

Shri V. P. Nayar: That also is true.
It is an Indian company, but the fact
is that it is so interconnected with its
mother organisations...



12833  Companies Bill
Shri C, D. Deshmukh: It does not
matter how it is connected. This

proviso would not enable us to take
any action'in respect of that company.
shri V, P. Nayar: How?

Shri C. D. Deshmukh: It is not a
foreign company as defined in the
Act.

Shri V. P. Nayar: It is not a foreign
company. But except that they hold a
distillery in India and except that the
finances for that distillery are from
the ccvoorate funds of a company
which can be called an Indian com-
pany...

Mr. Chairman: The Finance Minis-
ter is pointing out that we are dis-
cussing now the proviso to clause 589
(1). Since the company which is
referred to by the hon. Member is not
a foreign company, this proviso cannot
possibly affect that company. That is
the only point.

Shri V. P. Nayar: What I say is that
although the distillation or refining of
oil is done by the Indian company
constituted as an Indian company and
owning corporate funds &s an Indian
company, yet the further activities
of that company will still be
carried on through foreign com-
panies. The distribution of that
will still be through the Burma .Shell
which is not an Indian company; the
distribution of the oil which is refined
by the Socony Petrols will be through
the Soconys which is not an Indian
eompany but a foreign company. On
the one hand, you say that you will
not exert any pressure, and on the
ather, you say also that you will not
ask the Indian company to reduce the
price. Then, who reaps the benefit?
Tt is the foreign companies operating
in India, who benefit by certain
guarantees which are given to an
Indian company that the prices will
not be varied.

That is the point on which I wanted
to dwell and that is how this becomes
relevant. I can very well read and
understand the English which is used
ijh this particular provision, and
1 think Shri C. D. Deshmukh
will also agree to that. When the
provision refers to a foreign
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company, I know it is a foreign—not
an Indian—company. But the fact here
js that under the agreements with the
oil companies when you are giving
them so many assurances to the
Indian company—not to - the foreign
company—that you shall not do such
and such things, that you will under-
take to provide transport facilities, that
you will not charge any excise duty
on the import of oil for being refined
in the distillery, all these advantages
accrue to a company which is an
Indian company. But what is the
result? How does the oil which is
refined go to the censumers? How is
it  distributed? Is it Shri C. D.

Deshmukh’s contention that the oil

which is redistilled and refined in
these refineries at Trombay and other
places will also be marketed, that is,
until it reaches the primary con-
sumers, only through the Indian com-
pany? Then I have no case. On the
other hand, if the oil—refined by the
Indian company 1s *o be sold through
its international organisation, which is
now functioning in lndia, then the
case becomes different, And that is
precisely the reason why we want
Government to poke into the affairs of
such companies because, as we know,
time and again the Ministers have
repeatedly stated on the floor of the
House that it is not possible at all to
check the profits of the foreign ‘con-
cerns; it is not possible at all to find
out and give an idea of how the
foreign companies make profits. I
remember it was only the other day—
this is not the only class of com-
panies—I again referred to the case of
the Imperial Chemical Industries. The
ICI is under an agreement with the
Government of Bombay for the manu-
facture of some of the very essential
synthetic anti-malarials. That agree-
ment between the Government of
Bombay and the ICI was laid on the
Table of the House by the Minister of
Health the other day. I find that
there is a very oppressive clause in
that agreement, The Government of
Bombay has agreed that the synthetic
anti-malarial which is manfactured
with the technical help given by ‘the
ICI will he marketed at a price to be
stipulated by the ICL. That is number
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one. The second is that the ICI, in
spite of the manufacturing pro-
gramme of the combine between the
Government of Bombay and the
Imperial Chemicals, is at liberty to
Market its own synthetic anti-
malarials—I mean the drug paludrine
—so that you find that if you allow
exemption for a class of companies,
those companies which are having
agreements to their advantage and to
the detriment of ¢he Government of
India and our people, will certainly
exercise that much pressure which is
necessary to see that Government
resort to this particular provision of
exemption, because Government have
been committed by virtue: of the
agreements in force. It is not merely
the Imperial Chemical Industries. We
know how these companies are
managing their affairs in India. 1
understand, Sir, that the Imperial
Chemical Industries erected their
building in Calcutta costing about a
few crores of rupees; on the other
hand, you find in several establish-
ments of the ICI the labourers being
threatened with retrenchment. These
things happen at the sanfe time, So
the Government say that there must
be a proviso for protecting the giant
interests of the ICI and companies of
their nature.

Shri C. D, Deshmukh: Where have
we said that there must be a proviso
to protect these giant concerns?

Shri V. P. Nayar: What is this
proviso, Sir, unless it is intended for
a very secret purpose?

Shri C. D. Deshmukh: That is my
hon. friend’s interpretation, That is
not what we say.

Shri V, P, Nayar: ‘As far as I
understand, the proviso says:

“Provided that the Central
Government may, by notifica-
tion in the Official Gazette,
direct that, in the case of any
foreign company or class of
foreign company the require-
ments of clause (a) shall not
apply or ‘shall apply subject
to such exceptions and modi-
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fications as may be specified
in the notification”,

‘What does it mean?

Shri C, D. Deshmukh: It means
what it says, f the hon. Member
claimg to be able to interpret it.

Shri V. P. Nayar: I make a very
justifiable claim, But as I read it,
if it is a foreign company and it it has
dealings, the Goverament retain the
power to exempt it from the operation
of this particular clause.

Shri C. D. Deshmukh: I am making
a limited point that Government d&o
not say there is protection of fhe giant
concerns. I have no objection at all
to the hon. Member enterta‘ning such
a view. In due course, I hope to be
able to dispel it. I am only dealing
here with the fact of an accurate pre-
sentation of our views. I said we have
nowhere stated that the object of this
proviso is to protect these giant con-
cerns.

Shri V. P. Nayar: It is very good of
the hon. Finance Minister to say so
now. How could we know what are
their thoughts? We posed this ques-
tion very sharply. We demanded a
categorical answer at the time when
there was a general discussion, but
Shri C. D. Deshmukh conveniently
chose to ignore the point. We still
think that there is some such thought
with the Government, and I think it
is the only possible inference—if I am
wrong, then I am subject to correc-
tion.

Shri C. D. Deshmukh: The trouble
is that there were many other ques-
tions which were posed even more
sharply and I had to answer them.

Shri V. P. Nayar: That may be so.
I do not feel the questions by the
sharpness, as one would feel the
sharpness of razors, Shri Deshmukh
may be able to do that. But this 1s
different; this is a very important
issue, that in so far as you have a
provision in clause 589 and.then have
a proviso, there must be some object,
there must be something behind Gov-
ernment. Please tell us what that some-
thing is. This was the question which
we posed.
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Shri C. D. Deshmukh: I promised
to.’

Mr. Chairman: He will certainly
explain,

Shri V. P, Nayar: Why we fear
and why we are making much out
of this point is this. .In the case of
the Imperial Chemical Industries—I
am giving you another instance last
week the hon. Minister of Commerce
and Industry answering a series of
supplementaries said that there was
possibly a monopoly of the Imperial
Chemical Industries in the distribu-
tion of caustic soda. I asked one or
two supplementaries and the answers
to them were to this effect: we
know * that when the Government
of India have called for tenders for
import of caustic soda, the ICI, on
the one hand, will give some quota-
tion. On the other hand, there may
be so many other Indian importers.
They have either to go to the British
manufacturing units or to the soft
currency area. The caustic soda
manufactured in UK is controlled in

its distribution by the ICI who re- -

sort to a very very clever trick.

An Hon. Member: What are we
discussing? ‘

Shri V. P. Nayar: The Indian
importer, normally, contacts the Bri-
tish manufacturer for the import of
caustic soda so that he may offer to
the Government of India when they
invite quotation. What the ICI will
do is that they force those UK peo-
ple to tell these Indian importers to
contact tHe ICI. The ICI then give
an offer to the Indian importers say-
ing, ‘we shall be able to use our
good offices with the British manu-
facturers and get you caustic soda
which you have to import on the
advice of Government .at such and
such price. Normally, this price is not
at all competitive, For example, it
may be quoted at £50 per ton cif.
Calcutta or any other place. What
the Imperial Chemicals or such
other firms—I am not referring to
the case of the ICI alone, but to
Arms like the ICI who hold a mono-
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poly of the distribution of certain
commodities—do is that they ‘quote
£50 per ton to an Indian importer,
and at the same time, go straight to
Government and quote £20 per tom.
It has happened many a time. The
Indian importer, however big he is,
is a nobody when compared to the
ICI

The point, therefore, comes to this
that when you do ot have conwrol
over the foreign companies and when
you make a provision by which you
exempt certain companies which are
having . agreements with you, to
which you are committed by so
many agreements, promises, assuran-
ces and what not, you will natural-
ly be driven to a corner from which
you will have to invoke the exemp-
tion provision of this clause. Normal-
ly, as we think, it is not the practice
to exempt a particular company.

Shri C. D. Deshmukh: ICI is India
Limited.

Shri V. P. Nayar: But all the
operations of the ICI in India are not
through the ICI India Limited. ICI
India Limited is not merely ‘India
Limited’; I do not have to teach the
hon. Minister that ICI exists in the
world as a world organisation—and
‘India Limited’ is’ but a fragment of
the giant ICI and it has world-wide
dealings. That is a different matter,
but my point is this, that when the
Government of India are committed
to certain agreement and promise
there must be some cast to have a
provision in this Bill by which you
can exclude from the operation
of clause 589 a company or a class
of companies. I refer again to the
oil companies, because they are a
elass of companies enjoying almost
the same kind of beneflts, having al-
most the same kind of assurances
from Government and Government
having the same obligations with
most of them. So my fear is that
if this provision is retained there is
a likelihood of .pressure being brought
upon Government knowingly, or
unknowingly and - Mr. Deshmukh
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may say later on: *“Oh, we did not
know”. As very often it happens,
wisdom comes only after the event.
If you keep this proviso, it would
be giving a long handle to these
foreign enterprises which are func-
tioning in our country. I can under-
stand if this.proviso is not there.
Why should there be a proviso giv-
ing power to Government to exercise
that power only in favour of certain
foreign companies, when the Compa-~
nies Act has a general plan for all
limited companies? What is the case
of the Government and what is the
reason for which this proviso has
been made. .

I am unable to answer the other
point about summary investigation,
creditworthiness and all that which
Mr Chatterjee made, because as Mr.
Chatterjee made, because as Mr.
Chatterjee himself said he has had
the benefit of the practice at India’s
biggest company law court, namely,
Calcutta High Court, and probably
Mr. Chatterjee has been one of the
biggest lawyers in the biggest court
in the biggest city. I claim no equa-
lity with him. There is also tms
difference, that while Mr. Chatterjee

was speaking not merely for the top -

business community, but also for the
foreign capitalists and the monopo-
lists, I am unable to reconcile my
views with any of the points which
he made. But that is a different
matter, I want the Finance Minister
at least to tell us on what basis this
particular provision has been made.
I hope he will be able to convince
me, because I am always open to con-
viction, and if he can give some ar-
guments. I shall very gladly accept
them.

Shri G. D. Somani: I would like to
make a few observations about this
new clause 609A. The hon. Finance
Minister did not choose to make any
observations about this amendment
when he moved it. My hon. friend
Shri C. C. Shah referred to the re-
commendations of the Bhabha Com-
mittee. But as Shri N. C. Chatterjee
pointed out the Bhabha Committee’s
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recommendation is not a new one,
and Government essld very well
have brought this amendment before
the Joint Committee, or at any rate
much earlier than they have sought
to do.

So far as the supply of statistical
information is concerned, nobody
doubts the necessity of our having
full statistics to ensure that Govern-
ment have in their possession full
facts and figures about the opera-
tions of the various companies. As
a matter of fact, the companies are
even now supplying a large volume
of statistical information to the va-
rious Departments of Government, I
know from my experience of the tex-
tile industry, that a team of clerical
staff has to be employed specially
for supplying various forms of sta-
tistical information to the Textile-
Commissioner’s Office and the other
Departments of Government. In view

_of this it is but logical to assume that

whatever information will be required
by any department of Government will
be readily forthcoming from the come=
panies concerned. So, I do not see
the slightest justification for any
fears or doubts in the mind of Gov-
ernment to warrant their taking the
powers which they seek to do un-
der sub-clause (5) of this clause.
The powers of summary proceedings.
against companies which may not
only default in supply of informa-
tion, but also for the purpose of sa-
tisfying themselves that any infor-
mation or statistics furnished by
them in pursuance of an order made
under sub-section (1) is correct and
complete are too sweeping and wide
and if any Government official
chooses, these powers can be used for
harassment. If the intention is only
to call for statistical information,
then this clause, as it is, may be left
sub-clause (4) and further
powers for summary proceedings and
investigations are not at all neces-
sary. Of course the past record of
the company will be there with the
Government. . The volume of statis-
tics that have been furnished by va-
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rious companies will convince them
what sort of arrangements the va-
rious companies have for supplying
the information, So, such penal pro-
visions like fine and imprisonment
are not necessary in this respect. Of
course, there are other clauses about
investigations and various other
things where in the course of enquiry
they might resort to penal provisions.
But so far as supply of statistical in-
formation goes, I say there is abso-
lutely no justification for the nature
of the powers that are proposed to be
taken and I submit that the hon. the
Finance Minister will at least consider
the advisability of doing away with
the sub-clauses beginning with .(5).

Shri Tulsidas: The House is aware
that in 1953 an Act was passed called
the Collection of Statistical Act, 1953.
This Act empowers Government to ask
for statistical from all business houses,
engaged in industry and trade. When
we have a special Act under which
Government have powers to ask- for
statistics, -1 do not-see any justifica-
tion for this particular clause in this
Bl -

Mr. Chairman: If the information is
not supplied, is there any provision in
that Act, to take penal steps?

Shri Tulsidas: Government have the
same powers as they are taking under
this amendment.

My point is that when the same
powers which they have got in a sepa-
rate Act are embodied in this Bill,
it is likely to create confusion among
the people. As recently as 1953 we
passed an Act giving wide powers to
Government for the collection of statis-
tics. There again, they have provided
all the penalties.

Mr. Chairman: So, the hon. Mem-
ber’s contention is that there is dupli-
cation: that is all.

Shri Tulsidas: Here we have a long
amendment seeking almost the very
same powers. We have to understand
the implications of this amendment.
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Mr. Chairman: Is it for statistical *
purposes, or other purposes also.

Shri Tulsidas: For statistical pur-
poses.

Mr. Chairman: This is for two pur-
poses, not for statistical purposes
alone, : :

Shri Tulsidas: As my hon. friend
Shri Somani pointed out already Gov-
ernment have powers of inspection
and investigation under this Bill. This
point has been dealt with by the
Bhabha Committee and was also ref-
erred to by the hon. the Finance Min-
ister. But when they have 'a special

Mr. Chairman. The present amend-
ment is not only for the ‘purpose of
statistics, but for getting other infor-
mation also.

Shri Tulsidas: The same thing is
provided in the other Act. When they
can get any information they want
under: that Act, why have this dupli-
cate provision. So, I do not see. any
necessity for this amendment,

it %o wo wifwT: 42 ATF A
© g § 9 6 R

&t $o o 7Y : U 97 HT 1

Shri K. C. Sodhia: My amendments
are Nos. 241 and 242 which read:

Page 275—
lines 25 and 26—

for “continue to be subject to

. the obligation to deliver those

documents and particulars in ac-

cordance with that Act” substi-
tute:

‘“deliver to the Registrar for re-
gistration documents required
under sub-section (1)”

Page 276—

omit lines 3 to 8.

There are separate provisions in this

Bill for companies which are likely
t6 be established after the passing
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of this Act and for older companies
which have been establishing before
the passing of this Act. Sub-clause 4)
says: '

“Forelgn companies, other than
those mentioned in sub-section (1),
shall, if they have not delivered
1o the Registrar before the com-
mencement of this Act the docu-
ments and particulars specified in
sub-section (1) of section 277 of
the Indian Companies Act, 1913,
continue to be subject to the obli-
gation to deliver those documents
and particulars in accordance
with that Act.”

1 find that ,the companies—those
foreign companies—which have not
complied with the requirements of
sub-section (1) of sectoin 277 of the
Indian Companies Act of 1913 are now
given the chance of continuing to
be governed by that old section. These
are companies not following the direc-
tions of the Government as given in
the old Act and still they are being
given the permission to remain under
the old Act and not to be governed
by the provisions of clause 587 as
provided in sub-clause (1), (2) and
«3).

My question is, why this discrimina-
tion in the case of those who have
defied the law and did not submit
the particulars require by the old Act?
“They ought to be penalised but, instead
of that, they are allowed to flout the
law and to continue to be governed
by the old provision. That is my first
amendment. I am convinced that my
amendment is just and ought to be
accepted by the hon, Minister unless
he tells us what is the justification for
treating these companies in an indulg-
.ent manner like this.

My second amendment is No. 242
which asks for the deletion of the pro-
viso to clause 589 just now talked
about by my friend Mr. Tripathi and
by the gentlemen there.

Shri K. K. Basu: We are not your
friends.

Shzi K. C. Sodhia: He is my frierd.
-
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Shri K. K. Basu; But, we are not
your friends.

Shri K. C. Sodhia: You too are my
friends gs they are. My submission in
this conpection is that there is a well-
founded suspicion in the minds of
most of the Members of this House
and of the general public of this
country that foreign companies are
being created with indulgence by the
Government. There can be some reason
for such treatment of the foreign com-
pany. The Government want that'
ihere should be rapid industrialisation
of the country and as indigenous tal-
ents are not quite sufficient to meet
the needs pf the country and also
because capital is not forthcoming in
this country for big industry, they are
inviting big companies of England,
America and other foreign countries.
If the foreign concerns are allowed to
establish their companies, it is quite
possible—rather they stipulate for that
—that the qualified persons of this
country will be given training in their
indusfrial undertakings and, after
some time, they will just be able to
produce good technicians and ygh
class engineers and others in “this
eountry.

These are, perhaps, the objects
which are inducing the Government
to give them a favoured treatment,
other than that given to the nationals
of this country. It is not quite certain
that so far as training is concerhed,
we are likely to get to know all the
techwiques and the know-hows that
are required to operate these big in-
dustries in this country because we
have got the example of Persia where
big combines worked for years, perhaps
decades, and still the people of Persia
did not know how those industries
were to be operated . Therefore, what-
ever training schemes these foreign
companies have started to train
Indians, it is quite certain that we are
not succeeding in this attempt as fast
as we desire. Therefore, it is no use
granting to foreign companies what the
nationals of -this country do not get.
It is necessary that this proviso ought
to be deleted because these are salu-
tary provisions and I do not know
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why certain companies or sets of com-
panies should be allowed to go out of
the purview of these discretion and
exercise it in the best interefts of
this country. But, so long as
this proviso exists, there is a
doubt—unless the Minister makes
it clear—as to what the inten-
tions of the Government in this res-
pect are. Therefore, I have moved
amendment No. 242 with the object
that this proviso should be deleted.

Companies’ Bill

As regards the new section 609A,
my considered view is that it is very
necessary to have the provisions con-
tained in the new clause as moved by
the hon. Finance Minister. I would
only desire that the provisions of.
this new clause should be applicable
to all companies, not only to Indian
companies but also to foreign compa-
nies, because if the foreign companies
are just let out of it, then it may.
be just a sort of discrimination and
will be on additional ground for sdis-
satisfaction and will be. additional
ground for dissatisfaction in the minds
of the Members of this House.

Shri Achuthan (Crangannur): With
regard to the amendment moved by
the Finance Minister, some Members
pointed out that even now the compa-
nies are supplying the necessary in-
formation, and that it will be super-
flous to have these provisions incor-
porated in this company law, for they
find a place in some other Acts. There
is some sense in what they say, but if
the Government wants to get some
information from a company, it would
be better if those provisions find a
‘place in the company law itself. Other-
wise, if ‘the Finance Ministry or any
attached department wants to get
some information from the joint stock
companies concerned, the provisions of
some other Acts will have to be ap-
plied instead of the company law. For
that purpose, some power must be
vested in the Register of Joint Stock
Companies stating that the provisions
of those Acts can be made use
of by him. It would be advis-
able that whenever. any such
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information is required from a com-
pany or concern, it should be demand-
ed under the provisions of the com-~
pany law, and so it would be just and
proper that this provision finds a place
in the company law itself.

Then, Shri V. P. Nayar was vehem-
ently trying to make out a case that
the Central Government, by having
this proviso in section 589, will make
use of that proviso in favour of fore-
ign companies. He may have his owmn
contentions with regard to that matter
because he has his oft-quoted slogan
“Down with foreign capital, down with
foreign investments, down with Eng-
land and America”. That may be
their slogan. But we, being a poor
country, want that it should be in-
dustrialised to as great an extent as
possible by foreign investments and
foreign capital. Suppose a foreign com-
pany comes and says that as far as
your information is concerned, it will
be prepated to supply you; but if you
want it to give all the information re-
quired by the company law, it would
be detrimental to its interests so far
as its interests in other countries are
concerned. Will you not content your-
self with merely demanding from themr
information that is necessary fer your
purpose and your interests and leave
the rest with them? Are you not
bound to take their help provided that
the necessary information required by
you is supplied by them, instead of al¥
other information which may not be
necessary for your purpose? If cer-
tain companies come forward with a
convincing and justifiable case, what
is wrong in accepting it? It is not
as If, as Shri V. P, Nayar was saying,
that you are giving a long rope for
all foreign companies. That is not the
intention. We are sure that the Legis-
lature will not keep quiet if such
protection is given to foreign com-
panies under one pretext or another.

On the question of registration offi--
ees, it is my considered view that there-
must be a number of offices in the
case of certain States. Previously, im
our State of Travancore-Cochin, there
were two offices, one in Trichur and
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another in Trivandrum. Just a few
months ago, the Trichur office was
abolished and now there is only one
office at Trivandrum. In a small State
like Travancore-Cochin, people find it
difficult to go to Trivandrum for
minor matters. It may be the policy
of the presént Government or the
Finance Ministry to see that as many
offices as are necessary consistent with
the demands that are likely should be
opened. For big people it will be easy
%0 engage their own agents and get
things done, but for ordinary people
engaged in small industrial concerns,
it is difficult to get things done, and
Government should see that their
work is facilitated by opening as many
offices as are necessary. In our place
we actually experience considerable
difficulty after the office at Trichur was
abolished, because the only other office
88 at Trivandrum, some 200 miles
away. My submission is that in busi-
mess localities where new enterprises
are coming up, the office of the Regis-~
trar of Joint Stock Companies should
be opened for the purpose of facilitat-
ing the work of the ordinary busi-
mess people.

Companies Kiu

Shri C, D. Deshmukh: So far as the
point made by the last speaker about
the opening of registration offices is
eoncerned, we can only take note of
his observations and keep them in
mind when we administer this parti-
eular section and determine the places
where offices are to be located.

I come to the point made by Shri
Sedhia in his amendment No. 241.

Shri Kamath: It is better to have
quorum at least when the Finance Min-
dster is speaking.

Mr. Chairman: The bell is being
rung. Now there is quorum. The hon.
Finance Minister may continue,

Shri C. D. Deshmukh: I was dealing
with the amendment sBggested by
Shri Sodhia. Either one brings all the
eompanies if they have established an
office before the commencement of the
Act within the terms of clause 587 or .
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. one says that they will continue to be

regulated by section 277(1) of the pre-
vious Act. If the requirements of the
two sections are more or less similar,
then I do not see what harm is done..
Indeed this could only apply to fore-
ign companies which have established
a place of business here within, say,
two or three or four months of the
commencement of the new Act. Obvx»
ously it could not apply to a forelgn
company which had established a
place of business 20 years ago. It is
inconceivable that the requirements
this clause or the corresponding sec-
tion of the previous Act have not been
complied with and that no penal ac-
tion has been taken. The require-
ment is that certain particulars should
be furnished within ‘a month, It is
very difficult to imagine cases where
offices have been established in this
country some years ago and no action
has been taken. It would be very
reasonable to assume that wherever
there has been a failure action has
been taken or is being taken.

3 rM.

Shri V. P. Nayar: Remissness of the
past is justification for the future. Is it?

Shri C. D. Deshmukh: I say that
there are no instances brought to our
notice of remissness in this respect. I
say that in the ordinary course of
business action would be taken. There-
fore, I proceed to argue that this is in-
tended to cover a rare case of a fore—
ign company which has established
a place of business here within two
or three months after the commence-
ment of the Act so that if there has
been a failure and one month has
passed, may be, action is yet to be
taken. Suppose a foreign company
establishes an office 15 days before
the commencement of the Act or one
can give them one month from the
commencement of the date on which
they established a business. In the
latter case they will have only fifteen
days during which to comply with
these provisions. On the other hand
section 277(1) says that similar parti--
culars have to be furnished within
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one month. It will be one month from
that period. That is to say, they will
have only 15 days more after the
commencement of the Act. It is not as
it they are exempted from this. All
that these last few lines secure is
the time limit so that starting from
the date on which an office is estab-
lished we count the period of one
month. The period happens to be the
game in the old Act and in the.new
Act. Supposing a company establish-
ed an office on the 15th of March,
if the last three lines were to stand
as they are, then the company will
+have violated the provisions of the
Act? If they have not furnished the
informatton by the 15th of March.
“They will have time till the end of
April if you make the present time
‘limit applicable. "I think it is a very
small point. We have copied the
similar provision which is contained
in the English Act. It has no deep
or sinister meaning. concealed in it
and 1 do not think that the amend-
‘ment proposed by the hon. Member
is an improvement. That is as regards
these two small points.

I come now to the question of pro-
viso. The hon. Member said that' I am
‘bound to and—I have ignored that has
been said on a point on which he
has very, sharp views or whatever it
js. It is, therefore, he has taken the
trouble to argue out the case at such
length. I think in saying this he is
Jess than fair although I do not al-
ways expect to meticulous sense of
fairness from Members of the Opposi-
tion. It is their business to attack.

Shri V. P. Nayar: They are always
fair,

Shri C. D. Deshmukh: Hon. Mem-
bers will remember what I have al-
ready said. I said: ‘I doubt if with-
in the time that is available to me
1 shall be able to develop all my argu-
ments. But I feel consoled by the
reflection. ...’ That consolation has
gone after the hard words or sharp
words which were used by the hon.
‘Member.
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Shri V. P. Nayar: I never used’
words.

Shri C. D. Deshmukh; I have said:
« . ..consoled by the reflection that
during the clause by clause considera-
tion stage, assuming that the House
accepted the present motion...."—
it has been accepted—"....I shall
have many oppprtunities of dealing
in great details with some of points
of detail that have been raised by
hon. Members, points which do not
go to the principle of the matter..”.
Hon. Member may have a quarrel
with me in holding that this is not
a point of detail and that this is
a point of principle and what I shall
proceed to say will show that it is
really a matter of detail.

There is a general point that I
should like to make in regard to
this—foreign companies. Generally
there is a convention that one has a
kind of reciprocity in these matters:
that is to say, if a foreign company
has a branch here, one expects that
they will have the same kind of court-
esy—shall we say—in suitable cases as
are extended to us—our branch com-
panies—in other countries. That is
what the principles of Modern Com-~
pany Law by Gower says. There is a.
footnote at page 568.

Shri V. P. Nayar: Following Shri
Morarka? -

Shri C. D. Deshmukh: Gower has
stuck in memory. So, I made a study
of it and there is a footnote here:

“At the Hague Conference on
Private International Law in 1951,
Convention under the laws of
other contracting States except
where the central administration -
of the company is situated in an-
other State which bases recog-
nition on central administration
instead of place of incorporation.
When incorporation is recognised
the capacity, afforded by the law
under which it is acquired is equ-
ally to be recognised, subject to a
right to refuse to accord greater
powers than those enioyed b¥
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domestic companies and to regu-
late capacity to own property
within its jurisdiction, The Con-
vention, in other words, attempts
1o gecure the greatest practicable
measure -of recognition of incor-
poration without requiring any
country to alter its basic princi-
ple....”

That is just the general principle.
2

The next point that I would Hke
40 make is this. It is not correct as
thon. Member Shri C. C. Shah said
that the British- Law does not pro-
vide for this kind of provnso The
corresponding British section is 410.
It says: .

“Every oversea company shall,
in every calendar year, make out
a balance sheet and -profit and less
account and, if. the company is a
holding company, group accounts,
in such form, and containing such
particulars and including such
documents as under - the "provisions
of this Act (subject, however to
any prescribed exceptions)....”

‘Those words occur in brackets.

‘. ...it would, if it had been a
company within the meaning of
this Act, have been required to
make out and lay betore the com-
pany in general meeting, and de-
lver copies of those documents
to the registrar of companies.”

Then there is a footnote:
“PRESCRIBED EXCEPTIONS:

The normal rule is that foreign
companies are subject to exactly
the same requirements as British
companies, particularly as regards
accounts and the disclosure of
matters under British law which
‘might not have to be disclosed
under foreign law. In some cir-
cumstances, this might be incon-
venient and there might be
awkward repercussions for Bri-
tish companies abroad. For that
reason, power is given in the sec-
tion to make exceptions, e.g. in
the case of an oversea company
‘with no place of business in Great
@

8 SEPTEMBER 1955

Companies Bill 12852
Britain other than a share regist-
ration office. Companies in doubt
as to whether they should - file
accounts and documents should
place all the relevant factors
before the Board of Trade for a
ruling.”

Therefore, the proviso is embodied
in the body of the section.

Shri K. K. Basu: Which proviso?

Shri C. D. Deshmukh: The proviso to
which the hon. Members are objecting.
We have referred to the English Act,
section 410. I say the proviso has
been Worked in -in ‘the body of the
section

Sh!'l K. K Basu: There is a proviso
to section 410 of the English Act. But
it you go through it, it is only a res-
triction of that section. It relates to
¢ompanies in Northern Ireland.....

Shri C. C. Shah: He is not referring
to that proviso, but in the body itself
he says it is provided.

Shri C. D. Deshmukh: I do not know
whether the hon. Member has been
here all the time or has he just en-
tered the House?

Mr, Chairman: What is contained in
this proviso is contained in the body
of the section there.

Shri V. P. Nayar: Please read out
the section. Let us make no mistake.

Shri C. D. Deshmukh: In line 5 ‘of
that section, the words occur: “sub-
ject, however, to any prescribed ex-
ceptions.”

Then I read out a note. Has the

hon. Member got Gowar in his
hands?

Shri K K Basu: I have got the
English Act.

Shﬁc.nmlreadouta
note from that.

Shri K. K. Basn: You will have to
read the law itself instead of com-
mentariet
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Shri C. D. Deshmukh: I am in a
turther stage. Having read the law,
now I am trying to interpret it, for
the convenience of hon, Members.

Shri K. K. Basua: When law is in un-
wanted hands it is more dangerous.

Shri C. D. Deshmukh: The hon.
" Member can take his time; but I think
the rest of the House has followed it.
I read the prescribed exceptions. It
'is really intended for a company which
has only a share registration office
and no other business, It is only in
such exceptional cases that this is
applied and it is precisely for this
purpose that this proviso has been
put in there.

Shri C. C. Shah: The exceptions
have to be prescribed by the rules
which cannot apply to any individual
company but only to a class of com-
panies. Here the intention appears to
be to exempt a class of companies and
not one.

Shri C. D. Deshmukh: I do not know.
The hon. Member says that it is in-
tended to apply to a class of compa-

nmies and not to individual companies..

Shri C. C. Shah: If you prescribe by
rules you cannot do it for an individu-
al company.

Shri C. D. Deshmukh: The hon.
Member must be an expert in the
law governing rules in the British
Act. I am saying that a rule might
even give power to exempt and so
far as Britain is concerried there are
not even limitations by a Constitution
so that I cannot conceive of any diffi-
culty in the way of rules by the
Board of Trade allowing it to
exempt individual companies as
well as a class of companies.
Indeed it says that companies
in doubt as.to whether they should
file accounts or documents should
place all the relevant factors
before them. Therefore as a company
comes along and makes application to
the Board of Trade for a ruling the
ruling is given. As such, I cannot see
anything in the language of it. I think
the law or the gloss on it to exclude..
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Shri V. P. Nayar; If I may inter~
rupt the hon. Minister: I understand
the force of taking that from - the
British law but is it the Finance Min-
ister’s- contention that the operation
of foreign companies in England and
the operation of foreign companies in
India are on identical footing so that
you can conveniently borrow the pro-
visions from English law in this Att'.’
If that is the argument.....

Mr. Chairman: The argument is
that this is a reciprocal clause.

Shri V. P. Nayar: There cannot be
any reciprocity between a giant and
a dwarf, The economy in India is
very much different from that in Eng-
land especially in respect of foreign
companies operating in the fleld of
industry and commerce.

Shri C. D. Deshmukh: When the
giant and dwarf are doing the same
thing, namely establishing an office
only for the purpose of registering
transfers of shares in foreign countries
and are not carrying on any other
business, they are on exactly the same
footing. What is more important is,
usually such companies which have
no other business here think it neces-
sary to establish offices merely for
the registration of shares for the
convenience of the citizens of the
foreign country. In other words, if it
is a U, K. company and it has no
other business here, and, unfortunate-
ly, if Indian citizens happen to have
shares in that company, for their con-
venience, that foreign company may
establish a branch; that is to say,
merely for the purpose of registering
share transfers. In such cases we
may say that since there is no other
business carried on there may be a
case for exemption and it is only this
kind of cases that is contemplated.

. Mr. Chairman: It is not indicated

.in the clause that it will apply only

in such cases.

Shri C. D. Deshmukh: I do not mind
if any hon. Member suggests an
amendment. Neither is it' indicated
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Mr, Chairman: From the commen-
tary you have been pleased to read
out_and as you yourself indicated, we
know that it shall apply only to such
cases.

Shri C. D. Deshmukh: The English
law says: “as prescribed”. In other
words the English law has gone a
step further and it has delegated

powers to frame rules, We are at

least saying that before the House

gives power it may examine the thing..

There are-hundreds of instances in
which power has been given. I have
said on another occasion, if every-
thing is to be judged by the light of
deep, profound and unalterable sus-
picion then, ofecourse, we should have
an Act which is twice as big as the
present Act. When I explain that it
is intended merely for this class of
companies. ...

Shri V. P, Nayar: But, what force
does it have in law? There is no indi-
cation in the proviso that the proviso
will be invoked only in very restricted
cases.

Mr. Chairman: As the hon. Minister
has pointed out the hon. Member
ghould have sent in an amendment.
Therefore, it is the fault of the Mem-
bers that they have not sent in an
amendment; otherwise it would have
been accepted.

Shri V. P. Nayar: It is not a ques-

{ion of amendment only. The whole
proviso should be thrown out.

Mr. Chairman: So far as the pro-
viso is concerned, it is justified on
grounds of reciprocity and even the
section there is as wide as the pre-
sent one.

Shri V. P. Nayar: My difficulty is
this: The Finance Minister says that,
just as it is circumspect in the case
of the English Act, we also have only
the intention of applying it in very
limited cases. But, what force does the
statement of the Finance Minister
have in law as far as this proviso is
concerned?
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Mr. Chairman: They have confidence

in their legislature and so also we

have confidence in our legislature.

Shri V. P. Nayar: I do not want to
argue on that point.

Shri C. D. Deshmukh: All I say is,
neither the Joint Committee nor the
Ministry thought that there was any-
thing controversial in this clause and
on the view that was put forward,
instead of having “prescribed by rules”
we thought we will put it in the form
of a proviso. In other words we
announce here and now that this is
going to be the rule. Therefore, we
have gone a step further, better than
the U. K. Act. If we had any inkling
that the House would be so inquisitive
and so critical of our intentions, in
that case it was open to us to bring
forward an amendment limiting this
proviso only to every foreign company °
or class of companies which maintain
and establish an office of business
here only for the purpose of main-
taining a share transfer register. I do
not, mind giving an assurance on the
floor of the House that it is only in-
tended for that sort of companies-
where there is no other business carri-
ed on. That is the only explanation
I should like to give. If the House
does not want it I do not mind drop-
ping it. But, as I say, it is a matter
of international courtesies. Our branch-
es there—should we have a branch
there— would have the same kind of
facility unrestricted by anything in
the wording of the law. I do not see
why we should not restrict it by having
the same kind of law. Our answer
should not be: “Yes, the British pub-
lic or the British Parliament trusts the
British Government, but we do not
trust our Government.” I am quite
sure that, that view will not appeal
to the majority in the House, to whom-
soever it may appeal. That is all the
explanation that I should like to give
on this more or less innocuous kind
of provision.

Now, in regard to this other ques-
tion which is the only other question
which has been discussed this after-
noon, namely our amendment a&nd
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[Shri C. D. Deshmukh]

certain other connected amendments
of the same kind of Shri K. K. Basu;
so far as his amendments are concern-
ed I do agree with Shri N. C. Chatter-
jee that it is not’ necessary to take all
those extraordinary powers. I do
not, however, agree with Shri N. C.
Chatterjee, on merits, that we should
take these powers which are purely
powers of calling information and
I have been impressed by some
of the arguments which have
been used by hon. Members
including Shri Tulsidas. He has
invited our attention to the fact that
in 1953 we discussed this Collection of
Statistics Act, Act No. 32 of 1953.
According to him it seems to serve
the -same purpose. It is true, that is
between Ministry and Ministry. It
would be convenient to have an instru-
ment in the hands of the Finance Min-
istry and nmot in the hands of the
Commerce and Industry Ministry. At
" the same time I am opposed to, not
only companies, but anybody else,
being pestered up by the Departments
of Government calling for information
in general. It is for the purpose of
unifying standardising and co-ordinat-
ing these that we have established the
Central Statistical Office. Had this
gone through them, as I think it should
have, they might have pointed out
that there is already a power in one
Ministry to ask for information.

The other point is this. This ques-
tion has been raised in the Collection
of Statistics Act, 1953, and the foreign
companies are included in it. Now,
Shri V. P. Nayar complained that the
Minister, my colleague, sent him a
letter saying that this Act did not
apply to foreign companies. I am not
quite so sure that the reply that we
sent was correct, and reading that Act
through, it occurs to me that there is
nothing in that Act which would take
foreign companies out of the scope of
that Act. If that is so, we certainly
are creating a somewhat inconsistent
position. On the one hand we are tak-
ing powers here which are confined
to only two companies.
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Shri V. P. Nayar;: May 1 put .this
question? Will it be possible for the
hon. Minister to give me information
about the net profits made by some
of the companies which are engaged
in rubber industries, for example, the
Good Year and other companies, which
are foreign private- limited companies
operating in India?

Shri C. D. Deshmukh: I do not quite
understand the relevance of that. I
am not opposing this. I am only mak-
ing a general statement explaining

_my difficulty and I shall be making

a suggestion afterwards. But I do
think that I ought to sum up this dis-
cussion that has taken place this after-
noon. I am saying that it is my view
that this Collection of Statistics Act.
1953, does apply to foreign companies
Therefore, as I said, we shall be creat-
ing, if we accept the amendment, an
inconsistent position. The Finance
Minister would have less powers than
the Commerce and Industry Minister
and there would be no good reason
why, on'the one hand we should in-
clude foreign companies in the scope
of that Act calling for statistics and on
the other hand we should omit them.
Therefore, 1 should be inclined to in-
clude them, There may be other differ-
ences of detail although they do not
go to the root of the matter. For ins-
tance, the powers of investigation
about which Shri Chatterjee was so
vehement are there. I do not think
it matters' very much, because in the
Collection of Statistics Act, 1953—
clause 6—there is right of access to
records or documents.

“The Statistical Authority or
any person authorised by him in
writing in this behalf shall for
the purposes of the collection of
any statistics under this Act have
access to any relevant record or
document in the possession of any
person required to furnish any
information or return under this
Act and may enter at any reason-
able time any premises where he
believes such record was taken to
be, and may inspect and take
copies of relevant records or docu-
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z'nent, ask any questions necessary
for obtaining any information re-
quired to be furnished under this
Act.”

Therefore, these powers are pretty
ample. Whether we should have also’
these powers and the powers of sum-
mary investigation is a rather more
general term and I am not quite clear
about it. Therefore, I think it would
be better if we held this clause over,
so that I can give a little further
thought to this. Our amendment No.
1146 which deals with this subject,
together with amendment No. 1142
which I think is Shri Basu’s amend-
ment—that foreign companies should
be included for the purpose of this
section. I think there is a great deal
in this, and we must find out if at
all it is necessary. I need not remind
the House that the Commission of
Enquiry have also similar powers. It
is really in answer to Shri Chatterjee.
The Commission of Enquiry also have
similar powers for collecting the in-
formation if It is not given, and it
is also usual to provide for a penalfy.

But let us return to this Collection
of Statistics Act, 1953, I am not satis-
fied that it covers a narrower field,
apart from its applicability to foreign
ccmpanies, than the field covered by
our amendment. Therefore, I would
suggest that ‘we hold it over. I shall
think over it and then, if I have to
mage a further statement, and if you
will permit me to make it before we
as the voting, I shall make the state-
ment and then we might dispose of
that clause.

Mr. Chairman: So, new clause 609AY,
is held over. After the statement, if
any, is made, we shall take it up. *

We shall now take up clauses 556 to
609. There is an amendment to clause
586 which I shall put to the House.

The question is:
Page 274, lines 7 and 8—

after ‘“foreign companies”
“public or private”

insert

The motion was negatived.
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The question is:

“That clauses 556 to 586 stand
part of the Bill”. .

The motion was adopted.

Clauses 556 to 586, were ‘added to
the Bill.

Mr. Chairman: I shall now take up
clause 587. There is amendment No.
241.

Shrii K. C. Sodhia: I beg leave to
withdraw the amendment.

Mr. Chairman: Has the Member the
Jeave of the House to withdraw his
amendment?

Several Hon. Members: No.

Mr. Chairman: I shall put it to vote.
- The question is:

Page 275, lines 25 and 26—

for “continue to be subject to
the obligation to deliver those
documents and particulars in ac-
cordance with that Act” substi~
tute:

“deliver to the Registrar for re-
gistration  documents required
under sub-section (1)”.

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

«“That clause 587 stand part of
the Bill.”

The motion was adopted
Clause 587 was added to the Bill.
Mr. Chairman: The question is:

“That clause 588 stand part of
the Bill.”

The motion was adopted v
Clause 588 was added to the Bill.

Mr. Chairman: I shall now take up
clause 589. There are three amend-
ments to this clause: Nos. 242, 1140
and 1141, ’

Shri K. K. Basu: I would like to
say a word. I want to know whether
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[Shri K. K. Basu]

this balance-sheet and profit and loss

account should be an audifed one,

or will they be supplied by the com-

pany after their own internal audit?

;I want them to be audited.

Shri C. D. Deshmukh: The accounts
of the foreign companies can be audit-
ed only by the auditors in the country
of the company’s domicile. The ac-
counts of the foreign companies re-
gistered in India can only be audited
by an auditor appointed by the foreign
company. Sub-clause (1) of clause
589 makes it clear that the documents

which have to be dplivered to the’

Registrar under sub-clause (1) (b)
should be “such documents as under
the provisions of this Act, it would,
if it had been a company within the
meaning of this Act, have been requir-
ed to make out and lay before the
company in general meeting.” This
provision, in our opinion, will fully
meet the object of that particular
amendment.

Shri K. K. Basu: That means, accord-
ing to your reading, it means that so
far as the fulfilment of this require-
ment is concerned, the profit and loss
account and the balance-sheet will be
auvdited by an auditor as provided in
this particular Act.

Shri C. D. Deshmukh: Yes.

Mr. Chairman: So, I shall take up
amendment No. 242.

Shri K. C. Sodhia: In view of what
the hon. Finance Minister has stated,
namely, that the object of the proviso

Mr. Chairman: The hon. Member
only wants that his amendment No.
242 may be allowed to be withdrawn,
because he has seen the fate of his
previous amendment. Does the House
grant leave to the hon. Member for
withdrawing. his amendment?

Several Hon. Members: Yes.

The amendment was, by leave
withdrawn.

Shri K, K. Basu: I beg leave to with-
draw my amendment No. 1140.
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The amendment was, by leave,
withdrawn.

Mr. Chairman: Now amendment
No. 1141.

shri K. K. Basu: Those who have
just come in want to know what it is.

Mr. Chairman: I will read lines 4 to
8 in page 276:

“Provided that the Central Gov-
ernment may, by notification in the
Official Gazette, direct that, in the
case of any foreign company or
class of foreign company the re-
quirements of clause (a) shall not
apply or shall apply subject to such
exceptions and modifications as
may be specified in the notifica-
tion.”

The question is:
Page 276—

omit lines 4°to 8,

Those in favour will stand in their
seats. There are 11 Members in favour,
Those against will now stand in their

seats. I see much large number of
them.

The motion wag negatived,
Mr. Chairman: The question is:
“That clause 589 stand part of
the Bill”.
The motion was adopted.
Clause 589 was added to the Bill.

Mr. Chairman: The question is:
Page 276—

After line 16, insert:

- “589A. All books and documents
of the foreign company to be open
to inspection, (1) The books and
documents of the foreign com-
panies shall be kept in their regis-
tered offices in India, and shall be
open, during business hours, to the
inspection of the employees with-
out charge,

(2) If any inspection required
under sub-section (1) is refused,
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every officer of the company shall
be punishable with fine which may
extend to fifty thousand rupees or
an imprisonment for a term which
may extend to five years or both
and ‘the cancellation of the com-
pany’s rights to conduct business in
India.

589B. Central Government to
have the right to appoint auditors
to the foreign company.—(1) Not-
withstanding anything contained in
this Act or any other Act or in any
agreement with the foreign com-
pany, the Central Government
shall—on complaint from any em-
ployee of, or from any person con-
nected with, the company, or suo
moto—appoint auditors to the
foreign company.

(2) The auditor appointed under
sub-section (1) shall bave access to
all the boeks and documents of the
company.

(3) If the company refuses to
make available to the auditor any
Yooks or documents which he re-
quires, in exercise of his powers
under sub-section (2), the company
and every officer of the company
shall be punishable with fine which
may extend to fifty thousand rupees
or an imprisonment which may
extend to five years or both and
cancellation of the company’s rights
to conduct business in India.

589C. Central Gevernment to
have the right to investigate the
affairs of the foreign company.—
(1) Notwithstanding #nything con-
taineq in this Act or any other Act

or in any agreement with the-

foreign company, the Central Gov-
ernment shall—on complaint from
any employee, or from any person
connected with, the comwany, or
suo moto—appoint competent per-
sons to investigete the affairs of
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any such company and to report
thereon in such manner as the Cen-
tral Government may direct.

(2) The Inspector appointed
under sub-section (1) shall have
access to all books and documents
of the company.

(3) 1I£ the company refuses to
make available to the Inspector any
books or documentg which he re-
quires for the purpose of his in-
vestigation, the company and
every officer of the company shall
be punishable with fine which
may extend to fifty thousand
rupees or an imprisonment which
may extend to five years or both
and cancellation of the company’s
rights to conduct business in
India.”

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

“That clauses 590 to 603 stand
part of the Bill.”

The motion was adopted.

*Clauses 590 to 603 were added to the

Bill.
Mr. Chairman: The question is:
Page 282—
lines 26 and 27,

for-“and Assistant Registrars”,

substitute “Additional, Joint
Deputy and Assistant Registrars.”

The motion was adopted.

Mr. Chairman: The question is:

“That clause 604, as amended,
stand part of the Bill.”

The motion was adopted.

*In sub-clause (4), of clause 595,line 19, the words “of Joint Stock Com-
panies”, occurring after the word “Registrar”, were omitted as patent
error under the direction of the Speaker.
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[Mr. Chairman]

Clausge; 604, ds amended, was added to
the Bill,

Mr. Chairman: Clause 605 The
question is:

Page 283, line 3—

L)

for “the documents kept by the Regis-

trar” substitute:

“any documents kept by the
Registrar, being documents filed or
registered by him in pursuance of
this Act, or making a record of any
fact required or authorised to be
recarded or registered in pursuance
of this Act.”

The motion as -adopted

Mr. Chairman: The question is:

“That clause 605, as amended,
stand part of the Bill”

The motion yas adopted,

Clause 605, as amended, was added to
the Bill. :

Mr. Cllainnan The question is:

“That Clauses 606 to 608 stand
part of the Bill.”

The motion was adopted.

Cl?uses 606 to- 608 were added to the
Bill.

Mr. Chairman: Clause 609. The
question is:

‘Page 284, line 35—

.

for “enactment” substitute:

“Provisions in this or any other
Act”.

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

“That clause 609, ag amended,
stand part of the Bill.”

The motion as adopted

Clause 609, as amended, was added
w the Bill,
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AN

Shri M. C, Shah: We have
circulated the new clause 516A. But
ag#in it has been pointed that this
clause will not be necessary in view
of clause 516. Therefore, we want to
examine that clause further: if you
will kindly allow, voting on this
clause may be held over till  to-
morrow, .

Shri K. K. Basu: It will be done
before the third reading of the Bill,
1 suppose,

Shri M. C. Shah: I have discussed
with Mr. Kamath.

Shri Kamath: Yesterday the hon.
Minister said that he accepted the
principle of my amendment. Now he
is departing from it

Mr. Chairman: Order, order. There
need be no discussion on this clause
now. The hon. Minister wants that it
may be held over. What is the objec-
tion to this? Let him bring it to-
morrow, after considering it.

The House will now take up clauses
610 to 649 for which 5 hours have
been allocated. Hon. Members who
wish to move their amendments 1o
these clduses will kindly hand over
the numbers of their amendments,

. specifying the clauses to which they

relate, to the Secretary az¢ the Table
within 15 minutes.

Dr. Krishnaswami: May I submit
that since the debate has collapsed,
suddenly, some of the .#mendments
which we have given to the office may
not be ready for another hour and
therefore we may be given permis--
sion to move the amendments 1c-
T0rTYoW? r .

Mr. Chairman: It will be perfectly
in order to move these amendments
tomorrow, There is no objection to
noving them tomorrow. But ag the
discussion is going on, amendments
may be moved today. It will not be
finished today and tomorrow as the



12867
discussion is going on,
may be moved.

Shri K. K. Basu: What about
clause 609A? Is it held over?

Companies Bill

amendmet:ts

v

Mr. Chairman: Yes.
Clauses 610 to 649

Shri C. B. Deshmukh: We are now
dealing with clauses 610 to 649. I
have given notice of several amend-
ments; I shall speak on some of
themm which seem to me to call for
observations.

In regard to clause 613, I  have
moved amendments Nos. 1067, 1068
and 1069. The. provisions relating
to Government companies in clauses
6 to 614 of the Bill have been
exdmined by the Comptroller ancd
Augitor-General and as a result of
further discussions with him, Govern-
ment has decided that a special pro-
vision should be made for the aucil
of the accounts of Government coin-
panies and for the l#ying of annual
reports on the working and affairs of
such companies before both the
Houses of Parliament. The necessary
provisions in regard to audit are
proposed to be made by the #mend-
ment of clause 613, while provision
for the submission of annual reports
is proposed to be made by the intro-
duction of a new clause 631A at the
appropriate place. Now, I come to
rlause 614. Amendment No. 10701is
not very important; it is a verbal one.
Then, clause 630, The amendmenis
are 1071, 1072, 1073, 1074. The
amendments of clause 225 is conse-
quential, on the amendment made t-
clause 225(1)(). As regards the
other clauses now added, it appears
that the powers conferred or the
functions assigned thereunder should
not be allowed to be delegated by the
Government to any other authority.
1 have referred to clause 631A. Then
there is clause 631B. Doubts have
been raised as regards the registration
of firms as members of charitable and
other companies licensed under sec-
tion 26 of the existing Act whick
rorresponds to clause 24 of the Bill,

.
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The decision taken was that the
firms may be registered under the
existing Act, but that the registration
should be validated by a specific pro-
vision in the Bill. The new claus®
631B seeks to do this. These are all
the important amendments.

,

Shri Bansal (Jhajjar-Rewari):
I want to make a few observations in
clauses 611 to 614 relating to Govern-
ment Companies when this Bill
was being moved Dbefore this
House for reference to the Joint Com-
mittee, tegorical  stat ts were
made by Government spokesmen that
by the time the Bill emerges from
the Joint Committee, a separate com-
prehensive chapter would have been
added to the Bill with a view to re-
gulating the affairs of enterprises
in the public sector. When the Bill
came before the Joint Committee and
we came to these clauses, Government
did bring forward a skeleton of a
chapter wherein some indication was
given as to which sections of this Ac!
will be applicable to such enter- .,
prises. But, after some considera-
tion, 1 should say. not a very detailed
one, the Joint Committee came to the
conclusion that it was not necessary
to lay down in the Bill it:elf as to
which particular sections of the Act
should be made applicable or should
not be made applicable to govern-
mental enterprises. Therefore, clause
614 was provided. In clause 614, you
will find that it only lays down brief-
ly that Government shall have the
power ‘to notify that certain sections
of this Act will not apply to govern-
mental companies, or shall apply to
any governmental company only with
such modifications and adaptations as
may be specified in the notification.
You will, therefore, see that .the whole
position is kept beautifully’ vague. I
am speaking on this particular clause
of this Act will not apply to govern-
for all intents and purposes, from all
the declarations that have been made,
is going to be enlarged. In the public
sector we will have such vital con-
cerns as the steel plants, may be new
shipping concerns and a large number
of other enterprises.
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what should " be the form of man-
agement of these vital enterprises?
There have been debates in the past
on the floor of the House as to what
type of Parliamentary control should
be there over the various Govern-
ment managed bodies. During the
course of these discussions, again and
again, this question has been raised
as to in what manner these various
enterprises should be managed. At
present, by and large, there are three
forms in which governmental enter-
prises are managed. One is outright
departmental management. The other
is management through a corporatiom,
the corporation working under cer-
tain enactments of this Parliament.
The third is incorporated under the
Indian Companies Act. Mostly, they
are in the form of private limited
companies.

An Hon, Member: Private?

Shri Bansal: Yes, Sindri is a pri-
vate limited company, because Gov-
" ernment is only the major share-
holder. Some shareholders are nomi-
nated by the Government. By and
large it is functioning as a pri-
vate limited company. I am not
aware, there may be one or two public
limited companies. I am not aware
of any public limited company; but
this may be subject to correc-
tion. But, that does not make
any difference to my argument.
What I was saying is, at present there
are three forms in which governmental
enterprises are being run. I think
the most common one even now is
through the instrumentality of the
Indian Companies Act. With the re-
sult that such of the governmental
enterprises which come within the
purview ¢ of the Indian Companies
Act have to satisfy almost all the pro-
visions of the Indian Companies Act
applicable to private companies. T
know that there are not many one-
rous provisions of the Indian Com-
panies Act which apply to private
companies at present. To that ex-
tent, the situation as far as govern-
mental enterprises are concerned, ir
slightly eagier that what it would have
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been if the provisions applicable tn
public limited companies had . been
made applicable. The point that I am
making is this. I think the time has
come when this House should closely

- examine as to what is the best form

of management for governmental en-
terprises. Some people would say
that when the government come up
with an undertaking for putting up-
a new enterprise, they should come
before this House and enact'a parti-
cular legislation for regulating the
affairs of that company as we did in
the case of the the Industrial Finance
Corporation, the D.V.C. and a number
of other corporations. But ] believe
that the best method of regulating the
affairs of companies in the public sec-

‘tor is through the instrumentality of

the Companies Act, particularly when
we have sat on this Bill from day to
day and have gone through all its pro-
visions in such detail. We know
as to what we expect from enter-
prises. Whether they are in the pub-
lic sector or in the private sector,
that is a different matter. After all.
structurally and from the point of
view of the management, I do not
think there is much difference be-
tween an enterprise in the private
sector and one in the public sector.
Everyone says that all business con-
cerns should be run on proper busi-
ness lines. Therefore, my suggestion
is this. We should try to see that as
many provisions of the Companies
Act, which we are enacting now.
should be made applicable to all gov-
ernmental enterprises in future. I
am a bit sorry that we have left this
particular provision, clause 614 as
vague as we have done. But, now,
it is too late to make any suggestions
for the improvement of any praticu-
lar clause at this stage. My sugges-
tion for the consideration of the Gov-
ernment is this. Whenever they want
to notify as to which particular pro-
vision of this Act will either not apply
or will apply in a modified
form, they should take this
House into . confidence
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into force Government will have to
notify which of the provisions should
nét be made applicable and which
provisions should be modified in re-
lation to the enterprises which are
in the public sector. But before do-
ing that, I think Government should
draft that notification and give this
House an opportunity to discuss that
particular notification by means of a
resolution so that we have a full op-
portunity of discussing and seeing
which of the provisions should really
be excluded, or are not necessary as
far as public enterprises are concerned,
and which of the provisions should
be modified in an appropriate manner.
Because, if we do that, then there
would be some amount of uniformity
in the case of future companies.
Otherwise, what is likely to happen
is that as soon-as this Act comes into
force, Government will certainly be
faced with this situation. They have
a number of companies in respect of
which they will have to notify, and
they will certainly notify on a parti-
cular date. Thereafter, our new steel
plant will come into being. At that
stage, Government may think that
some of the provisions have to be
made or some of the provisions need
'n‘ot be made applicable to that par-
ticular steel plant, and they might
have to come forward with another
not.iﬁcat.ion either revising the notifi-
cation or amending the notification.
Thus, a sort of anarchy will develop
as to these various types of notifica-
tions. My suggestion, therefore, is
that before doing so, Government
should carefully go into this matter
and take the House into confidence,
and before issuing any such notifica-
tion have a full-dress discussion S0
that a sort of model notification is
ready with Government.

Then there js another point in Te-
lation to this important subject.
There will be various types of public
enterprises. Even in the case of the
,steeli companies about which we are
hearing so much, the types of orga-
nisation will differ. For example
the agreement which we have with
the German concern is on a slightly
different footing from the one whifh
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we are likely to have "with the Rus-
s1ans, or the one which we are likely
to have with the British combines.
And therefore, all these factors must
pe taken into consideration from now,
so that we will be clear in our minds
as to what are the minimum provi-
sions which we want all these com-
panies to adhere to. Because, other-
wise what will happen is that in some
cases some of the financial provisions
may apply, in others some of the in-
vestigation provisions may apply or
some of audit provisions may apply,
and when this House comes to exa-
mine the reports of these various en-
terprises we will not have a sort of
uniform gauge or a uniform method
of seeing which companies are work-
ing in an efficient manner.

Shri A. M. Thomas (Ernakulam):
The Comptroller and Auditor-General
is authorised to audit all companies.

Shri Bansal: My hon. friend Shri
Thomas says that the Auditor-Gene-
ral is authorised. I have noted the
Finance Minister’s statement that cer-
tain amendments have been brought
forwarg already in order to see that
the Auditor-General’'s powers which
we have given here under clause 613
are kept intact. But what I was say-
ing is that we should have not only
uniformity as between the various .
governmental enterprises, but also
some sort of uniformity as between
governmental enterprises and private
enterprises, so that when a layman
sees the balance-sheet and profit and
loss account of a governmental enter-
prise on the one' hand and those of
a private enterprise on the other, it is
eagy for him to see where the simi-
larity or difference lies. Supposing
we take the balance-sheet of the Tata
Iron and Steel Co., and the balance-
sheet of the Hindustan Steel Limite
if there is some sort of uniformity in
the nature of the balance-sheets and
the profit and loss account of both
these companies, then even a lay-
man will be able to compare both
sides of the picture. But if there is
no semblance between these two and
on the other hand. the balance-sheet
of the one has different types of
columns and the other ™as different
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types of columns altogether, then it
would become difficult even for us to
understand as to where actually the
differences lie. And, therefore, my sub-
mission is that when Government
comes forward with a notification to
meet the requirements of the provision
in clause 614 they should see clearly
and consider in detail as to what
should be the provisions of the Bill
which should be exempted as far
as their application to governmental
enterprises i; concerned and those
‘which should be modified.

Then I would particularly like that
some of the provisions of the Act
must invariably apply to government-
al enterprises. Some of these provi-
sions which in particular I would like
to apply would be the clauses which
relate to prospectus, the clauses
which relate to the kinds of share
capital, and then annual general meet-
ing. After all, what is the method by
which the public at large comes to
know about the affairs of company?
It comes to know only after the re-
port has been placed before the annu-
al general meeting. There is a
statement of the Chairman of the
board of directors, and there is
the balance-sheet and the profit
and loss account.- And unless these are
available the public will not know
‘what is happening to these public en-
‘terprises. And, therefore, my sugges-
tion is that in this respect an annu-
al general meeting must definitely be
held for all public enterprises, and
therefore, there should be no exemp-
tion under any circumstances to gov-
ernmental companies,

The Deputy Minister of Production
(Shri Satish Chandra): Who will
attend that meeting?

Shri Bansal: The shareholders,

Shri Satish Chandra: But when the
shareholder is only the Government!

Shri Bansal: But Government nomi-
pates. There are certain nominees. All

these meetings are even now being
held.

Shri A. M. Thomas: What about the
49 per cent share-holders?
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Shri Bansal: I am thankful to gy
triend Shri Thomas for pointing out
that the definition of public limited
companies will be very large because

- any company where Government holds

%1 per cent of the share will come
under the purview of this particular
clause, so that even if 49 per cent of
the shares are held by the public
that will be a governmental enter-
prise. So, from every point of view
it is importapt that an annual general
meeting of the shareholders should be
held.

I would also suggest that there
should be provisions relating to in-
vestigations, These should also be
made applicable to governmental
enterprises because if there is a, com-
pany in which the public holds 49 per
cent. of the shares and some share-
holders have a real or imaginary grie-

Shri T. S. A, Chettiar (Tiruppur):
Minority shareholders.

Shri Bansal: 1 do not know how you
can call them -minority shareholders.
But these provisions relating to in-
vestigation are already in our Act and
therefore if the requisite percentage of
the shareholders as desired by the
relevant provision of our Bill want
the affairs of the company to be in-
vestigated. certainly they should have
the power to approach the Government

.of India, or in some cases the court,

to order an investigation.

1 have nothing more to add exact
to repeat that this House should have
a full opportunity to discuss which
of the provisions of this Act will be
made applicable to the Companies in
the public sector and which of the
provisions will be amended in their
applicability ta them, before they are
notified and before they are laid be-
fore the House.

Shri K. P. Tripathi: I find that in
ihe definition of Government com-
panies it is said that it will be a Gov-
ernment company only if 51 per cent
of the shares are held by Govern-
ment, Recently -a company has been
floated for prospecting oil in Assam in
‘which I understand the Government



‘12875  Companies Bill

i+ to get only 33 per cent of the
shares. Now, it is obvious that although

the Government may have only 33 per,

cent of the shares, the public and the
country would expect a high standard
of efficiency and accounting wth re-
gard to this company, of the type which
Government  audit entails, Therefore,
I feel that this definition that a com-
pany will be a Government company
only if Government has 51 per cent of
the shares is incorrect.

4 pM.

The other day Shri Gurupadaswamy
himself was saying that if a person
- controls fifteen p'er cent of the shares
he controls the company. Therefore it
is for ‘Government to find out as to
what is the level in the country to-
day at which persons or concerns are

controlling such companies. I’ humbly

submit that thirty per cent shares,
if controlled by a concern or an indi-
vidual, leads to the control of the
company. Therefore, if thirty per
cent or more of the shares are con-
trolled by Government (either -State
or Central, or both combined) it should
be regarded as a government com-
pany, and in that case Government
should be responsible for the high
standard of. audit provided for gov-
ernment organisations.

Shri A, M. Thomas: Is it not danger-
ous to’ extend the privileges enjoyed
by government companies to such
companies?

Shri K. P. Tripathi: I am not talk-
ing about privileges. My friend points
out to me that in this Government
takes the privilege of withdrawing
the provisions with regard to other
rompanies from being applied in the
case of government companies. I sub-
mit that Government should not ordi-
narily withdraw the application of any
of these provisions which are applicable
to -private companies from the govern-
ment companies. Because, after all,
these provisions are very essential,
and they are the provisions which
would be necessary for keeping com-
panies in the right course in India in
future. Therefore, I cannot expect any
Government trying to withdraw the
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application of these provisions from
the government companies.

I agree with Shri Bansal that this
Chapter has been hurriedly drafted.
I do not know why it was so sketchily
drafted. It should have been properly
and fully drafted, and the intention
should have been made clear, R
seems there was a hurried sugges-
tion in the Joint Committee and hurri-
edly a draft was put up, and the
draft means hardly anything. I think
Government did not apply its mind
or, if it did, applied it sketchily with
regard to this problem, I quite agree
with Shri Bansal that in the future a
condition is envisaged in which there
will be larger and larger ndmber of
companies coming into the public sec-
tor. As a matter of fact, it is well
known that for the last few months
there has been a great deal of con-
troversy whether the public sector
should be larger or the private sector
should be larger. If we are envisaging
that the public sector should be larger
and larger, in that case we cannot ex-
pect that the. standard of vigilance
of management in the public sector
would be lesser than the standard pro-
vided for the private sector.

Then I come to the question of effi-
ciency. It is one of the most impor-
tant things, because in the world
ultimately efficiency will win. If it he
said that the public sector is going to
be less efficient than the private sec-
tor then it is obvious that the public
sector shall have to go. Therefore, we
will have to put the public sector on
an equal footing with the private
sector so far as efficiency is concerned.
How can it be done?

In tne case of the private sector,
as you know, there is a cheek on the
r.nanagement. If the management is
inefficient, then the shareholders are
a check. If there is a managing agen

cy,
then the board of directors are a
check. But in the case of the publie
sector there is not such a check.

’ Shri A. M. Thomas: The entire Par-
liament; '

Shri K. P. Tripathi: _ Parliamentary
control is only through the Minister,
and therefore Parliament has no direct
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control. The ‘only control is tkrough
the auditors. And so far as auditors
are concerned they can provide only
financial control, But efficiency is not
determined only by financial control
Efficiency is also determined by the
control of the workers there, the pro-
per relation between the indusiry and
the workers.

Since in the public sector this check.
namely the check of the shareholders.
is not there I submit that it would be
necessary for Government te¢ find out
some measure by which efficiency is
automatically ensured. And that can
come, 1 submit, through associating
labour in management.

1 am glad to say that Government
has already shown a tendency to asso-
ciate labour in management, as in
the case of Sindri. But the association
is only perfunctory, because it is only
at the top level. At the lower levels
there is no such association. After the
country has changed into this aew
democratic set-up 1 submit that the
bureaucratic system of administration
in the companies would not be of ony

. avail. Already it is breaking up with
regard to the railways. It is not of
any avail whatsoever with re-
gard to Posts "and Telegraphs. It
will not also be of any avail with re-
gard to the industries managed by
Government. Therefore, what has to
be done? Government comes to the
inevitable conclusion that at different
stages, rather than bureaucratic con-
trol, democratic control shall have to
be set up. And democratic control can
come with all its attendant advantages
if labour is associated in the manage-
ment at different stages. At present,
due to legacy of the past, there is a
great deal of suspicion towards labour
in the mind of the authorities who
administer government enterprises, and
whatever attempt there may have been
at associating labour in the manage-
ment, the real association has not oc-
curred. Therefore the wall that sepa-
rates labour from management has
not broken, and real understanding
and approach has not occurred. This
we have to consider. I humbly submit
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that Government sha]l have to think
in this line and shall have 1o discover
‘the ways through which this continuous
contact and relation ‘can be establish-
ed between the workers and industry,

From this point of view Government
has made a start. I am glad it has
made a start, but there is a long way
it has to go before it can prove a com-
plete success which is what is desired.

I will give you an example of how
even ignorant workers can be of great

istance to gement. There was
a company in our part of the country
in which the employer and the work-
ers came to a conflict and the manage-
ment ran away declaring a lockout.
And a very ignorant, illiterate worker
ran it for scven days without any
money from anywhere. He ran the fac-
tory, he ran the machine and he ran
the field work. Everything was run as
if the management had not disappear-
ed at all. Therefore, the capacity in
the peopel who are actually working
in the factories, to run and administer
the factories and industries properly is
very great. But that has been under
estimated. The present theory is that
there is a characteristic difference be-
tween management and  workers,
the workers are ignorant, that
management is very superior and that
superior knowledge is not available
to the workers and therefore the
workers are not entitled to participate
in management. This theory is com-
pletely wrong as was proved by the ex-
perience of Yugoslavia where I found
that the workers had been made the
management itself, and they were
managing the industries quite well ex-
cept in the case of highly specia-
lised and difficult industries like
steel in which also this sys-
tem has been tried through a two
tier management, because they fcund
that in one tier it was difficult, as spe-
cial knowledge was necessary. There-
fore they have made a two tier manage-
ment, one for branches and one for
the whole. In the latter people who
have a complete grasp of the organi-
sation come, while in the former only
‘people having grasp of the branches
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come. In this way they have tried to
set up the management.

In our coun‘try also we shall have
to go somewhat the same way, and if
we do so I have no doub! that the
amount of assistance which will be
forthcoming for the management of
the public sector would be very great
indeed. Much of the supervisory strue-
ture which is there only for the purpose
of creating difficulties between work-
ers and the management may become
completely ry if this i
tion is brought about. This is the way
in which we have to go. But we have
not been able to find anything of this
sort uptill now. L therefore submit that
Government should give further
thought to this chapter and to this
problem. I am glad that Government
have given an assurance that as soon
as the discussions now pending with
the Planning Commission are over, they
would try to associate labour on man-
agement in some way or other. But
that assurance also is so tenuous and
30 doubtful that it shows that Govern-
ment have not been able to make up
their minds; they seem to feel that
this is an experiment or uncharted
oceans, and they think they will be
stepping into some unknown void into
which it was better not to step in un-
] everything was known definitely. I
beg to submit that it is not an un-
charted ocean. Experiments have been
made in the world already—we are
pot the first to make these experi-
ments here—and they have paid divi-
dends.

1 have been saying the same thing
to my hon. friends Shri Tulsidas and
Shri G. D. Somani, namely, that if
workers are taken into confldence, I
have no doubt that they would be able
to account themselves well.

Shri Tulsidas: Why not start with
Government companies first?

Shri K P. Tripathi: I am merely
saying this as a side issue referring
to you, but I am referring here main-
ly to Government companies. I made
a reference to you because you are
after all our masters immediately;

Government are our masters only in.

the future. 1 say therefore, do nof
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regard us any more as your servants.
We have become effected now as work-
ers, we want to be your co-sharers and
close friends and equals, Give us that
place of friendship beside you.

I am submitting to Government
that it is very necessary for us to
determine which way we have to go.
We must not think tha. it is merely
an experiment that’ we -are going to
try. It is no longer an experiment. It
has succeeded in other countries, and-
we have only to take bold steps and
proceed along that way.

‘In this connection, I would like tu
make reference to one other point. I
have noticed with great concern that
Government have not so far taken any
steps to expand the business manage-
ment in the country. There has been
a tendency in the Government secre-.
tariat to try to monopolise all these
employments in the industrial sector
of Government, so that no new manage-
metit need come into existence. But I
beg to submit that the manage-
ment of an industrial concern is not
the same thing as the management of
a Government department. To be a
, secretary in one department 1s one
thing, but to manage an industrial con-
cern is quite another. Therefore, from
the Government’s poini of view, par-
ticularly after it has adopted the socia-
listic pattern of society, it is very
necessary that business management
maybetaughtasanart,andpeople
might be trained in that; institutions
might be opened, just like the busi-
ness management institutions that are
there in Massachusetts in WSA. But
nothing of that kind has been done in
-our country. I for one feel that the
clvil service is standing in the way.
Otherwise it would have been done
long ago. The civil service feels that.
1t is not to their interests to promote
such ventures. Until these things are
done, I have very great doubts whe-
ther Government will be able to en-
sure efficient management in any sec-
tor. 1 therefore suggest that Govern-
ment should take immediate steps to
picmote better business management,
and for that purpose, establish bust-
ness management training institutes.
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They should also expand the present
business management and create a
new business management service in
this new department, so that people
from that service might be ullocated
ta the various concerns for the purpose
of mananging them. And the present
structure of having the department and
the industries in so combined a man-
mer that a person who is managing a
department of Government is sudden-
ly transferred to an industrial con-
cern, and he becomes suddenly an

industrial expert, should go.

I feel that the sketch presented in
this Bill with regard fo Government
companies is very inadequate. That
shows that Government have not appli-
ed their mind fully to this problem. I
hope that they will apply their mind
fully to this problem, and bring for-
ward the necessary legislation. I hope
they will also expand the business
management and completely associate
labour in management, so that the
society which we have envisaged for
the future may be evolved.

[Surt BarRMAN in the Chair.]

Shri T. 8. A. Chettiar: The clauses
that we are now discussing are some
of the most important clauses in this
Bill. Before dealing with those clauses,
[ would like to seek a clarification on
one point. In his reply to the debate
on the previous set of cisuses, the Fin-
ance Minister referred fo these clauses
and sald that the clauses which refer-
red to meetings of directors, etc. will
apply to insurance companies, banking
and other companies also. Whali we"
are anxious to know is not only abeut
the meetings of directors, but also about
the clauses relating to the protection
of the rights of minority shareholders.
remuneration and such other matters.
1 have seen the clauses in the relevant
parts in those acts, and I find ihat
we do not have clauses in this part
corresponding to what we have In the
earlier part. So, I would like to know
categorically from Government whe-
ther such important clauses as relate
to the protection of the rights of
minority shareholders. etc. will apply to
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these companies. Besides, there is also
the question of interlocking. Inter-
locking is one of the evils which we
are seeking to avoid by this measure.
We know that insurance companies are
purposely being created fur the sake
of interlocking. T would like io know
whether the safeguard that has been
provided in this Bill against inter-
locking, and the protection afforded to
minority shareholders will be available
1o those joint-stock companies which
are operating as insurance companies
and banking companies,

Now, I come to clapse 611. I know
of a certain type of companies in
which 51 per cent shares are not held
py Government but through Govern-
ment agencies. Let me tell you the
case of a mill in a certain part of the
country. About Rs. 35 lakhs was subs-
cribed to that company by the Central
Industrial Finance Corporation, while
about Rs. 30 lakhs was providcd by
the State Finance Ceorporation. The
result was thai nearly 65 lakhs out of
Rs. 1 crore was subscribed not by Go-
vernment as such but by agencies
which are worked by Government.
According to the definition given here,
that company will not he considered

as a Goverpment company, for the
definition hete only reads:

“ ..Government company means
any company in which not less
than fifty-one per cent of the share
capital is held by thc Cer.tral Gov-
ernment or by any State Govern-
ment or Governments, or partly
py the Central Government and
partly by one or more State Gov-
ernments.” ’

In this respect, I would like you to
consider what has been stated by
the Comptroller and Auditor-General
himself. These clauses were referred to
him after they were passed by the
Joint Committee, and he has made
certain remarks on these clauses, to
which I would like to make a bfief
reference here. In regard to this parti-
cular clause, he has stalc.:

“There is no reason why the
predominance of Government's '
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wicrests should be judegd only
on the basis of the share capital
contributed by it. It may well hap-
pen that Government may take

little or no share..”
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—as in the case of the companies
that I mentioned—

“_.but advance the bulk of the
company’s capital requirements
as loans or debentures”.

1 am not referring, however, to
loans and debentures.

“The criterion should be the -
relative proportion of” the. finances
contributed by the public and the
private sectors; It is also possi-
ble that Government's capital in
such companies may have been
contributed not by Government
direct, but by Government corpo-
rations.”

By ‘Government corporations’ he
means the Industrial Finance Corpo-
ration at the Centre as also the State
Finance Corporations.

“The interests of Government
corporations in such companies
should be aggregated with Gov-
ernment interests, to determine
whether it is a Government com-
pany or not.”
Then, he goes on to say:

“The subsidiary, of a Govern-
ment company should also be
deemed to be a Government com-
pany.”. -

I am not here referring to the case
of subsidiary companies. I am refer-
ring here to a matier of policy.

I understand Government have
taken into consideration the advice of
the Comptroller and Auditor-General
as I find from the amendments that
they. have moved today. But the im-
portant question is in regard to the
definition of Government Companies
whether Government company means
only a company in which 51 per cent
of the share capital is contributed by
Governments, State as well as Central,
or whether it also means companies
where shares are taken by investment
corporations  which are created under
statutes *
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The other matter which has ‘been
referred to by the Comptroller and
Auditor Genera]l specifically is com.
panies’ capital requirements as loans
and debentures. I would like Govern-
ment to make a note of this and give:
us a considered reply, especially as.
this matter has been ralsed by suct
an authority as the Comptroller and
Auditor General.

Mr. Chairman: Has the hon. Mem--
ber given notice of any amendment
on the point?

Shri T. 8. A. Chettiar: Yes, I propose
to move amendment No. 109. It may
be noted so that I need not send a
chit at the Table.

Shri K. K Basu: Verbal chit is-
accepted.

Shri A. M. Thomas: If it, has not’
been circulated, he may please read..
it

Shri T. S. A. Chettiar: It has -been:
circulated. It is No. 109 in List No. 6..
It must have been circulated leng ago..

Now, this is what the Auditor Gen.-
eral has himself suggested.

" Shri Mohiuddin (Hyderabad City):-
May I ask whether that letter from the
Auditor General was addressed .to.
Shri Avinashilingam?

Shri T. S. A. Chettiag: It was ad--
dressed to the Public Atcounts:
Committee.

Shri Mohiuddin: On a point of"
orcer. - May I knoew if that document
submitted before the Public Accounts
Committee has been placed before the
House? If not, is he in order in read-
ing from a document which is still
a confidential document?

Snri T. S. A. Chettiar: I do not think
there is any document placed
before the Committee which is .not
available to the House.

Shri Mohiuddin: They are confiden-
tial,
Mr. Chairman: The point is whether

that document! is available to the.
House.
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Shri T. S. A. Chettiar: I can make it
.available now. I can place it on the
Table of the House today. But I do
.not see the point of this petty argu-
ment. The matter is one of principle.
Is he opposed to the point of princi-
.ple?

Shri Mohiuddin: No.

Shri T. S. A. Chettiar: Then I do not
think we need take account of that.
‘The amendment says:

“Government company means
-any company to which the Central
Government, or a State Govern-
ment or Governments or a Gov-
ernment Corporation, either alone
or in combination with others
‘mentioned above, have contributed
finance in the shape of share capi-
tal, debenture capital or loans and
advances of an aggregate value
-exceeding 70 per cent of the total
.of the paid up share capital and
debenture capital of the com-
pany... LY

This is my amendment which I
hope Government will consider.

Now, I come to the next clause,
clause 613. Here, they have accepted
the view of the Auditor-General in that
-the audit report will be placed on
the Table of the House, and if in
-any company the shares are held by
any State Government or Govern-
ments, it will be placed on the Table
.of the legislatures of those respective
‘States. As far as that portion of the
Government is concerned, the views
-of the Auditor-General have been
;accepted and so | have nothing more
to say about this point which I raised
.during the general discussion.

Then I come to clause 614. It is, in
.my opinion, a very important clause.
It can so hapen that the Government
may by their notification change entire-
ly the company law in its application
to public companies so much so that
‘thére will be two company laws
-operating—one for the .private sector
-and another for the public sector, if I
nay use that phrase to define Govern-
ment companies. To my mind, the ques-
tion raised by Shri Bansal is very
-vital, T should expect that in the noti-
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fication that they issue, what they will
exempt will be the minimum, ana
which is vital to the working of these
Governmeni companies. All those res-
trictions, " all those guarantees which
are given to minority shareholders, all
those investigations for which power
has been taken by Government io see
that the companies are run properly
—all these can be kept intact so that
they will apply to the Government
companies defined in clause 611. I
should also expect that when the notifi-
cation is placed on the Table of the
House, it will be scrutinised and if
necessary, time will be given to dis-
cuss the same. It is ‘absolutely impor-
tant that it should not be felt by the
private sector' that they are treated
differently in this respect. As a matter
of fact, for good management. it is
necessary that all those clauses that
are now being incorporated in this
Bill must apply to any company, and
it should not be an advantage to some
people that they are not govern-
ed by this simply because they have
had the advantage of Government
subscribing 51 per cent of the share
capital. In fact, if agy such important
clauses are omitted in relation to a
company, it will contribute towards
the inefficiency of the company it will
contribute not only towards the ineffi-
ciency of that company but also to
the bad running of that company, and
carelessness of that company.

I would like to relate here an inci-
dent that happened in Madras when I
was in office. We undertook to run
the Madras motor transport services
in the city; after three months had
elapsed. Sir Archibald Nye, who was
then the Governor of that state and
is a very very clever man—he rose
from the rankg to be Deputy Chief
of the General Staff in England—ask-
ed me in a joke ‘Have not the fares
been raised yet? The implication of
the question is that whenever Govern-
‘ment take up a venture, inevitably
there will-be losses, inevitably the cost
will be higher. and inevitably fares
will be raised. I do not like to say

‘ how the Madras motor transport sér.
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vices fared, but I would certainly like
to.say that the interest that is evinced
by people in private management is
absent when public servants are ap-
poinied to manage these companies.
They have no interest in the matter;
they work to office hours, they are
not concerned with loss, they are not
concerned with the good or bad reputa-
tion or the good work of the company.
because they are there for a few years
and afterwards, they are transferred.
Therefore, in many cases it has hap-
peried that whenever an undertaking
js taken over as a public undertaking,
while we have the satisfaction of Go-
vernment taking it over, the manage-
rial efficiency suffers.
o -

Shri Rane (Bhusaval): If they are
running at a loss, why should Govern-
ment run the business? This is argu-
ing against public undertakings.

Shri T. S. A. Chettiar: My friend evi-
dently does not know that many of
the companies which Government have
recently taken over are running at a
loss; they are not running at a profit.
Many of the companies that Govern-
ment have recently floated are running
at a loss. The point is that under
clause 614, they should not exempt any
of these Government c®mpanies, unless
it is absolutely essentiai to do so for
the efticient running of tha* company.
That is the point which I hope Gov-
ernmen: will take note of. and see
that not one of these clauses is relax-
ed, unless a case is made out for such
relaxation.

While on this point. I would like to
emphasise one point, to which refer-
ence was made by Shri K. P. Tripathi.
Today the administrative services
manags our industrial concerns also
Chat is our difficulty. that ‘we do not
have a managerial cadre in govern-
ment service. I think thc Government
are contemplating such a service;
sooner rather thin later, they must
evolve a cadre in which they must
have the services of good, trained busi-
nessmen who can be relied upon ‘to
manage with efficiency many of the in-
dustrial concerns which we hope to
start in the near future.
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Now, I will refer to clause 631. This
deals with the presentation of annu-—
al reports by the Central Government.
The Government having clothed them-
selves with so much power will give
in the report that they place before:
the House a detailed account of the
action taken under the various impor--
tant clauses of the Bill,

Clause 633 provides power to the
Central Government to make rules.
QUsually, in the other Bills which are-
smaller, we specify the various clauses-
under which they make rules. But
this is such a big Bill and it will be-
too long to provide for such a pro-
cedure. But I hope that the rules that
will be framed will be consistent with
the needs of the situation, and will be
placed on the Table of the House as
mentioned in clause 633.

Pandit Thakur Das Bhargava (Gur-
gaon): In regard to these clauses, I
have submitted three amendments. To.
one of them, reference was made by my
friend, Dr. Krishnaswami, and since ) §
agreed to what he was pleased to say.
I requested him to give an amendment
in our joint names also. ’

Now, in regard to the firsi amend-
ment, 1 beg to point out that 1 want
in clause 619, in page 287 line 7, for
the words “was frivolous or vexati--
ous” the words “was false and either
frivolous or vexatious” should be sub-
stituted. The House fully knows that:
in section 250 of the Code of Criminal
Procedure the words used are ‘false
and either frivolous or vexatious’. In:
the present clause 619, the word ‘false™
has been taken away. 1 beg to point.
out that as a matter of fact I have
yet to find out any prosecution of any”
person which is not vexatious. Every
prosecution is vexatious to the accus-
ed. If the word ‘false’ is not there it
would follow that even in a true-
case .any complainant could be brought
to book and fined as it were under-
clause 619. The right to complain has®
been given to the Registrar, to the
Government or to the shareholder. T
want the protection of the shareholder.
If you want to give this right to the
shareholder—as you rightly give it—
the shareholder must ‘be protected. We-
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«cannot expect that every shareholder
will be so circumspect that the accu-
.sation which he brings will be so very
much substantial, that he will be able
to judge whether it is frivolous or non-
frivolous. I can understand any poor
shareholder who has been muicted,
who has been oppressed by any action
-of the company or its officers taking
it into his head to go to court and to
-complain against the acts of the offi-
cer or of the company. In so far as
that is concerned, to expect that he will
“be upto the mark in all matters is to
expect the impossible, Every person
judges things from his own standpoint
whether the irritatiorr or injury that
- has been caused to him is substantial
-or not. Even the court or the officer is
not the best judge; the shareholder
himself is the best judge. If the com-
‘plaint is true, whether it is very subs-
tantial or more injurious or less in-
jurious, or whether it is frivolous or
trivial, the best judge is he himself
and not airy other nerson. Therefore, if
You want !o protect the shareholder.
if you want to see that the shareholder
brings complaints to the court, it is
absolutely essential to say that unless
+:and until the complaint is proved to be
false, no action shall be taken against
him. If you have the present provision
you will be stifling good complaints;
they may not be very substantial in
the eyes of the judge or any other
person. My humble submission is that
‘we have got the words, ‘false, frivolous
or vexatious’ in the Criminal Proce-
-dure Code. They nave been there for
:a very long time. When there are
certain penal provisions in the
Criminal Procedure Code and the
‘Indian Penal Code and they have stood
the test of time and have proved to
be very good and successful, there
must be some very good reason
why you should change those words
into the words which appear in clause
619,

In order fully to realise what is the
effect of this change, I will just give
<you an instance. Even in a case
which may not be true but which
may be believed to be true by a
shareholder he will not be protected.
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I remember a ruling in PR 29 of
1894—1 am speaking from memory—
in which a person went to the police
station and reported that he had
heard that a certain person had com-
mitted a murder and had interred the
dead body of the deceased in a grave.
The police inspector was ordered by
the magistrate to go to the spot and
find out whether it was true. He went
and found that the allegation was not
true and then the man was challaned.
Subsequently, it appeared when he
was asked to defend himself. he stated
that he had heard about it from so
and so and that person was produced

- who had informed him. That person

appeared in the witness box and then
it was found that tke man who had
made the complaint was not malicious-
ly- inclined but he believed the infor-
mation to be true and made the report.
It was held that that man was not
guilty.

In regard to these matters it may so
happen that the person who makes the
complaint may not have first hand
knowledge: he may be one of the share-
holders and other shareholders might
‘have complained to him and it may be
that he brings his complaint under the
erroneous belief that the complaint
was a true amd good one. Under
these circumstances, unlegs it is proved
that the complaint was false to his
knowledge, that man should be pro-
tected by law. If you have only these
two words, ‘vexatious or frivolous’, I
am afraid you will not be giving the
full protection of law which every
other complainant in this land in
regard to other matters, in regard to
other offences, enjoys. Therefore, it is
our duty to see that in the company
law, which is a recent law, in which
we feel that the shareholders are not
given a square deal, we must see
that they -are protected at least to
that extent to which other com-
plainants in this land are proteated. I
would, therefore, bgg of you, that
unless Government can say that they
have very good reason why they want
to change these words, to kindly sub-
stitute these words for the words, ‘false
and either frivolous or vexatious’ so
that it must be proved to be

.
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false. to be vexatious or frivolous. If
both things are not proved, then no
damages etc. should be, awarded.

Dr, Krishnaswami: On a point of
order, Sir, the Minister is not here.

The Parliamentary Secretary to the
Minister of Finance (Shri B. R.
Bhagat);: I am here.

Mr. Chairman: It is, of course. ex-
mpected that somebody should be here.

Shri M. C. Shah: I am here; I had
just gone for consultation.

Pandit Thakur Das Bhargava: So
far as my amendment with regard lo
the notification is concerned, the advice
©f the advisory commission must be
obtained before any such notification
is issued. I am extremely sorry to
find that in this Bill. clause 614, as
it is worded, is practically meaning-
Jess. I should have expected that
when the Government wanted to take

* guch drastic powers so far as the pri-
vate sector is concerned, it should have
at least—only to serve as an example
1o the private sector—placed before us
a code of conduct so far as company
management is concerned which
could apply to Government companies.

i do not want to enter into the con-
troversy between the privale sector
and the public sector. To me both the
sectors are equally sacred. All indus-
tries whether run by the Government
or by the private sector must be such
that they are in the interests of the
country. It is not my complaint that
the Government have gone too far so
far as the public sector is cancerned.
If 1 find that so far as the public
sector is concerned, it is immune from
all the evil practices which we find
in the private sector, that will be an
jdeal day when all industries will be
dealt with by Government and the
Government will do everything that
the private man wants to do; though
1 will not be so happy because accord-
ing to me so far as private enterprise
is concerned, 1 would rather be much
happier if the Government had noth-
ing to do with enterprises and the
private sector monopolises all the in-
dustries without conimitting any mal-’
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practices. According to me that orga-
nism is perfectly healthy which does
not know where the liver is. If there
are malpractices in the private sector
remove those mu.practices. If, in re-
moving all the malpractices, you re-
move the private sector if the disease
is irremediable, you may be perfectly
justified if the public sector is good.
But, if in the public sector you find
all the industries are not prospering
as well with all the concessions you
make, -how can you say that the pri-
vate sector should behave well. I know
of ceriain examples like the Calcutta
Telephones which were ‘previously
run by private secter and then were
taken up by Government. When some
activities were taken over from the -
private sector and run by the public
sector they did not prove a success.
1 wish that all our public sector ac-
tivities proved to be a success. We
have got the railways and we are
very proud of them. After all we are
running them in the right way, but
at the same time, in regard to other
industries, I am very sorry I cannot
say the same thing. I had occasion to
go to some factories run by Govern-
ment—ordnance factories and other
factories—and 1 requested them to
adopt, so far as accounting is con-
cerned, the business accounting
system. Upto this time, in spite of
our best efforts, we have not succeed-
ed. If one goes through these
factories, he will find that they
are not being run with the same
“economy as our private industries are
run. I know that in private industries
the persons are interested. You may
call them the accused managing
agents or even by a worse name. All
the same, those persons are directly
interested, because the managing
agents’ money is invested or because
the money of their relations is invest-
ed. and they devote themselves entire-
ly to their industries and make them
a success. But in public industries I
would be very glad if our officers,
whn are appointed to be in charge
of industries or factories, behaved
similarly. Probably they cannot be-
have, As I submittet two days back.
suppose there is a fire in a factory
run by the private sector, then the
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managing agent, if he is honest, will
spare no pains to see that the fire is
put out even if it may involve risk to
his life. But if it is run by the public
sector, the officer in charge appointed
by Government will come to the spot
after he hears that the fire has been
extinguished. This is the difference
between the private sector and the
public sector. I would like at least
some of the industries which are run
by private people, to be run by Gov-
ernment and that Government may be
able to make an example of them.
In that case, Government can certainly
ask the private sector to behave right-
ly and follow the examples of the
Government. But if the Government
cannot do that, then I am very sorry
to submit that the standard which
they are expecting today of the private
sector is too much and perhaps Gov-
ernment have no right to expect it
from the private sector. I would, there-
fore, submit that so far as these rules
are concerned, Government should
have come out with a set of rules
from which they could be satisfied
that those rules if applied to the
private sector will be equally appli-
cable to the public sector. If the rules
are the same and if the Government
follow them, certainly the private sec-
tor has no right to complain and it
must follow all those rules and per-
haps more stringent rules. But, so far
as Government factories are concern-
ed, very high paid officers are ap-
pointed and then there is no probe
into them We do not know what hap-
pens, Many a time in this House we
have made the demand that so far as
these factories are cencerned, ‘the
House must see how they are work-
€d, but we have not yet got the right
to see them. I do not know whether
it will be wrong for me to say that
the Government factories are always
run in such a manner that we can
cavi]l at them. It may be that some of
the factories may be run rightly, but
at least we have a right to ' know
what rules are applied and what
rules are not applied there. Again. as
my friend Shri Tripathiji has just cx-
plained, i Government factory is a
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public sector factory, then all those
reforms which you want to see en-

acted in private sector so far as

labour is concermed should at least

be followed in the public sector
because people will follow the example
set by Government, If in the Govern-
ment factories we find that there are

malpractices, etc., then Government

cannot come with their head erect
to the private sector, for which we
have now made these rules—it looks

as if we have made these rules in re-

gard to the private sector only. When

we come to the Government Depart-

ments themselves, I am very sorry
to find that everything has been left

to Government. This® usually happens

and in all these legislations I find that
so far as the operative sections are

concerned,- they are all, as a matter
of fact, relegated to the realm of mak-

ing rules, etc. So far as the opera-

tive sections are concerned, they are
to be found in the rules. What do we
find in rule 6142 It says that the Gov-
ernment shall at their leisure decide

what rules will apply and what not.

How do we know what the Govern-

ment will decide? I have therefore

submitted my proposal in order to
strengthen the hands of the Govern-

ment and at the same time to inspire
confidence among the public; Govern-
ment before they issue any notifica-

tion in regard to this should adopt

my proposal. My complaint is that

the Government should have come up
with detailed rules and provisions

before us showing what they propose
to make appticable to the Government

sector. In the absence of any such
provision, all that I can submit at
this stage is that the Government
should send the subject matter of
every notification to the Advisory
Commission and after taking their
views, then alone, should they be able
to issue a notification. This is a very
small point and I know the hon. Fin-
ance Ministex; will do this.

Shri C. D. Deshmukh: By rules the
hon. Member means the sections which
we want to suggest for exemption. If
so, I may say this. At one time, Shri
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Bansal suggestec this. We brought
before the Joint Committee a list of
these sections. Our original proposals
were put before them. The Joint Com-
mittee considered all these things and
they said that instead of giving all
these sections, they would leave it to
the Government to pick and choose.
The reason was that all of them
might not apply to all companies.
Some companies may have to be ex-
empted from some and not the others.
That is why they preferred this
scheme..

Shri N. C. Chatterjee: It was dis-
cussed at the Joint Committee. I re-
member it was again referred in the
Joint Committee’s report,

Shri C.' D. Deshmukh: I should cir-
culate to hon. Members ‘the same list
that was circulated.to the Joint Com-
mittee or rather our original proposals
so that hon. Members may know which
sections we have in mind.

Shri Asoka Mehta. (Bhandara): We
should adjourn at 5 o’clock and dis-
cuss this tomorrow. What is the point
in circulating it, otherwise? We should
have a chance to study what you cir-
culate.

Mr. Chairman: That is with refer-
ence to clause 614, The other clauses
can be discussed.

Pandit Thakur Das Bhargava: I am
very glad that such a list was prepared
and hon. Finance Minister was pleas-
ed to say it in the general discussion
also that such a list was prepared. I
remember he did say. But it is very
unfortunate that the Joint Committee
did not go through the list and finalise
i

Mr, Chairman: Will it be circulated
tonight?

Shri C. D. Deshmukh: Yes. I have
got the list here, I see the force of what
the hon. Member sdys. That clause can
be taken up later on. I shall see that
it is circulated. It is a long statement.

An Hon. Member: That is the most

important clause. .
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Mr. Chairman: We have got em‘mgh

time even tomorrow.

Shri N. C. Chatterjee: We found ovt
in the Joint Committee that it was
difficult to apply all the clauses to all
the companies we were in a difficulty.
I was not very happy with the clause
as it stands now. If the Finance Min-
ister will set out those clauses which
should be applicable. to all companies
including the Government companies—
there may be variations made in res-
pect of certain clauses, say, with regard
te the filing of returns, with regard to
the annual audit, with regard to sub-
mission of returns, with ' regard to
minority shareholders, prevention of
oppression etc. it will be good. At
least those clauses should be the
same. There should be no feel-
ing created that Government is taking
immunity because they are Govern:
ment.

Pandit Thakur Das Bhargava: I am
very glad that the Finance Minister
has been pleased to repeat what he
said in his original speech. But it is
very unfortunate that the Joint Com-
mittee did not go through this list and
finalise it. ’

Shri N. C. Chatterjee: We did. My
hon. friend wili kindly look at page
XXV. He will see that we have report-
ed as follows:

“The Government had prepared
a set of clauses, setting forth in
detail the provisions of the Bill
which should not apply to Govern-
ment Companjes at all and the
manner in which other provisions
should apply to them. But an ex3-
mination of these clauses soon re-
vealed various difficulties and in
particular that the exemptions and
modifications could not be made on
a uniform pattern...”

That was our difficulty. But, I hope
the Finance Minister will now be in
a position to give those clauses which
should be made applicabie and mak-
ing some elasticity in respect of others.

Then there is another thing. I appeat
to the hon. Minister to consider thw
amendment of Pandit Thakur Das
Bhargava. We had suggested that
after the notification is made by the
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Government that should be laid before
the House, but Pandit Thakur Das
Bhargava ‘says that it will be a very
illusory safeguard and it would be
much better to have it laid before the
House, to have discussion over it and
then to have a resolution adopted by
both the Houses.

Compunies Bill

Pandit Thakur Das Bhargava: I am
very thankful to Shri N. C. Chatter-
jee for very kindly giving support to
me in this matter. I have suggested
that even if it comes before the House
it must be debatable in the House and
if any modifications are to be made
the House will be able to make them.
This was suggested yesterday by the
Deputy-Speaker, in regard to the rules
in general but apart from that, my
amendment is that in respect of this
notification—I know that several sec-
tions of this will apply and the hon.
Minister will be pleased to give a list
or make it a part of the statute under
section 614—there must be many
other sections—to which reference has
been made by Shri N. C. Chatterjee.
and in the note also we find that there
are some provisions which cannot
apply at all to the public sector; for
instance, this audit report, minority
oppression, profit and loss account...

An Hen. Member: Why?

Pandit Thakur Das Bhargava: I am
very sorry; since according to the defi-
nition of this, the companies in which
there are 51 per cent shares this ques-
tion can arise. I think those provisions
also will apply. But, there will be many
other provisions which will not apply
to the government companies. There-
fore, I am submitting that after the
list is given and after any notification
is issued in respect of those matters in
which this list is silent, or subsequent-
ly any other thing takes place in re-
gard to which there is difference
between the private sector and the
gublic sector, the matter should be
referred to the Advisory Commission.
After the advice is obtained the Gov.
ermment can-certainly issue a notifica-
tion and lay it before the House. There
will be two safeguards, but the other
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one is not a safeguard, I envisage
that any Advisory Commission worth
its salt will co-operate fully in the
matter, and they will only give the
advice which the Government wiil be
very glad to follow., The real safeguard
will be this that it will be placed
before the House for its consideration
after the advice has been obtained. I
am, therefore, very anxious that the
hon. Minister may kindly be pleased
to accept this part of the amendment
also, of which due notice has been
given, that it shall be laid here before
the House and if the House wants any
modification to be made therein, then
those modifications will be such as
will be competent for the House to
make,

Now, that this is done, the country
will know, and all this row about pri
vate sector and all the complaints that
we have been making will lose then
edge, that most of the provisions have
been made applicable to the public
companies. I would rather like that
these drastic provisions in regard to
the private sector relating to the ins-
pectors etc., be made applicable to the
public sector so that the public may
know that so far as these two sectors
are concerned the Government do
not favour the one as against the
other. This will give a great satisfac.
tion to the country that there is no
discrimination at all, unless it is
necessary by virtue of the fact that it
is private sector and the other is public
sector in which case the necessary
modifications may be made.

Sir, I have only given notice of these
two amendments.

Dr. Krishnaswami: Review Commis-
sion,

Pandit Thakur Das Bhargava: I have
said about it. With regard to the ques-
tion of Review GCommission I think Dr.
Krishnaswamij said everything that he
had to say yesterday. He made out a
very good case and”when he made out
this case yesterday I was so verw
much impressed by his speech that I
requested him to put in my name also
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if he were to table an amendment. As
@ matter of fact, if there is a Review
Commission, it may or may not do any-
thing; .it may or may not go into the
matter very deeply, but the very fact
that there will be a Review Commis-
sion will have its effect. The hon. Min-
ister spoke of his Kandyan Prime Min-
isters. I would refer him to that very
argument and that very argument
applies here. The fact that there will
be a Review Commission will rnake
everybody feel cautious. Everybody
will know that his work is likely to be
renewed. The Government, the Ad-
. visory Commission as well as other
persons who have anything to do with
the Company Law will be cautious and
they will do the right thing. The Re-
view Commission may come after a
long time, three years or five years,
but during this interval everyone will
think that it is coming, and it will
have a very salutary effect. My hum-
ble opinion is that the position which
was made out is a very sound one, and
it was stated yesterday that there was
a Review Commission already in
existence,

Co'mpmp'e: Bill

Dr. Krishnaswami: A Review Com-
mittee,

Pandit Thakur Das Bhargava: In line
with that Committee, I would request
the hon. Finance Minister to give his
best consideration to this also, and if
he agrees with the principle, to ac-
cept this amendment.

Mr. Chairman: Shri Jhunjhunwala.

Shri N. C. Chatterjee: It will be
much better to have the debate on a
real footing so that we can have the
benefit of discussion on the main ques-
tion,

Mr. Chairman: Let others speak. It
is not that every Member will speak
on the same thing. It is only one sec-
tion which is being deferred and it is
not that every Member is interested in
the same point.

Shri N, C. Chatterjee: I need not
emphasise, but you know that really
it is the pivot of the whole thing.
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Mr. Chairman: Therefore, I say that
those Members who want to comment
specially on that clause may not speak
today. Others may not be interested in
that. There are other clauses also and
any one who wants to speak, may
speak. I have already called Shri

Shri Jhunjhunwala: Though we shall
get the list tomorrow regarding clause
614, as to the clauses which will not
be applicable to the public companies,
before getting that list, it would have
been better if we had heard the Fin-
ance Minister as to the principle or
criterion on which that list will be
based, so that we will be able to judge
whether a particular clause would
apply to the public company or not.
As a matter of fact, what 1 was think-
ing was that so far as the government-
al companies are concerned, there
should 'be stricter provisions. Not only
should they be placed before Parlia-
ment but the minority shareholders
should have as much opportunity of
examining those things as the others
have in the private sector. Then and
then alone the subscribers to the
shares in private and public companies
will be able to judge whether the gov-
ernmental companies can work bett:t
and can give better results in  the
i he country or whether
interests of tl ‘e better
the private concerns can gl ence
results. 1 have very poof exPe“Esﬁ_
and everyone who has sat on the ]

i the Public
mates Committee or on . out
Accounts Committee has pomf:ed ,
how the departmental work is b:n‘:i
carried on, and how these lapses t‘a-
been brought to the notice of Parlk
ment.

Even when there is a question of
control, fhe Government. have taken
into their hands the control of so man{
industries and in different ways. .gxs
as my hon. friend Par}«'m Thakur a:
Bhargava has said, it is no concentxh:r
a Government servant t_o see whe
a -particulfar industry is cgnxed on
properly or not. The managing agent
of a private concern, when a ﬂr.e takes
place in his factory, he will just go,
and would not mind his life being in
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danger, and would see that the fire is
extinguished before any damage occurs.

Shri C. D. Deshmukh: It was pointed
out to me that our original draft—
paragraph 12A—forms appendix XIv
of the minutes of the meeting. There-
fore they are available to Members. In
other words, these give us an idea as
to what sections Government compa-
nies could be exempted from and the
simple point that was hefore the Joint
Committee was that all Government
companies, as they are defined, cannot
be uniformly exempted from all these
clauses. For instance, you may have
a company with 53 per cent govern-
ment capital; or you may have another
company in which the entire share capi-
tal is held by Government. In the case
of that company, there is no question
of control of minorities. Therefore, the
notification would have to be specific
and individual in regard to particular
companies. You cannot have a rule
.which says that it shall not apply to
Government companies. The same thing
will not fit all Government companies.
This thing appears in the minutes and
therefore hon. Members are really pos-
sessed of this.

5 p.M.

Shri K. K. Basu: There was some
other suggestion to ...

Shri C. D. Deshmukh: Our suggestion
was not approved by the Joint Com-
mittee for the reason that clause 234
provides that investigation may be
necessary on behalf of shareholders.
That assumes that 'there are other
shareholders than Government
shareholders. So, one would say
that- in companies where there
js mixed holding of. Government
and other shareholders it is con-
cievable that there may be 100 or
200 shareholders who may complain of
something and therefore, an investi-
gation may start. But supposing it is
a company in which Government holds
100 per cent shares, there need not be
investigation because there would be
no shareholder who would complain,
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Dr. Krishnaswami: Yes, thére would
be no need for investigation in that
case.

Pandit Thakur Das Bhargava: There
would be need in this way. It may
happen that in a particular company
where there are no shareholders other
than the Government, there may be
some kind of mismanagement and pro-
bably in the public interest Govern-
ment itself may desire that there should
be an investigation, So, there is mno
point why there should be no investi-
gation.

Shri C. D. Deshmukh: Government

.may carry out an jdvestigation, but

not necessarily via the shareholders or
the Registrar, They may appoint a
committee of investigation. I only men-
tion this as an instance; I am not argu-
ing that particular case. I thought that
case would illustrate my point. There
may be many others where hon. Mem-
bers would agree that that particular
clause could not apply to a company
held fully by Government; in those
cases you would exempt it.

Mr. Chairman: The hon, Minister
wanted a few minutes ago to circulate
something; is it the same thing?

Shri C. D. Deshmukh: Yes.

Mr. Chairman: Shri Jhunjhunwala
may continue.

Shri Jhunjhunwala: I was pointing
out that so far as the Government
companies are .concerned, we should
have a stricter clause in order that
we may find out whether these compa-
nies are working efficiently or not.
Pandit Thakur Das Bhargava has point-
ed out that there may be a Government
company in which those in charge of
the management may not take the
same interest in the affairs of the
company as a managing agent will have
in a private company.

Take the industries over which Gov-
ernment has taken control. Take the
sugar industry, for instance. In this
industry, there wasa reserved area and
aﬁ'e_earea.'l'hecanelisedtobetaken
fiom some area which was reserved for
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a particular factory, while others were ¢

left free. Now, a particular factory
could not utilise that cane; there was
some breakdown in the factory and
the adjoining factory applied to the
Government saying, “That cane may
be supplied to us.” The factory to
which the area was reserved also com-
bined with the application and said, ‘we
have no objection to that cane being
supplied to them.” The company which
wanted the cane wrote to the Govern-
ment several times. They went on writ-
ing for a fortnight. They also wrote
to the Government saying “our factory
will be closing on such and such a
date,” and so it is very necessary
that that cane should be supplied to
us. What was the result? The result
was that Government did not pass any
order till the factory which wanted
the cane was closed. After a fortnight,
the order comes to the factory, saying,
you are at liberty to take that cane,
we have no objection. The whole thing
was burnt and the poor cultivators
suffered. This is the way in which
Government do the work, So far as
efficiency of the Government employees
is concerned, I shall give another
example of a highly placed officer.

Mr. Chairman: That may be due to
defective working. What is the positive
proposal?

Pandit Thakur Das Bhargava: Let
us hope for better days; let us hope
that everyone will do his duty
honestly.

Shri Jhunjhunwala: We hope that
things will be better now. What I was
pointing out was, when the public also
wera taking shares and subscribing
to a Government company, why should
there be any distinction at all. I was
requesting the Finance Minister as to
what was the principle or criterion on
which this clause is to be judged, so
that we may be in a position to under.
stand whether a particular clause
should apply to a governmental com-
pany or not.

Shrl C. D. Deshmukh: Did the hon.
Member -give some thought to the
appendix? '
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Shri Jhunjhuynwala: No.

Shri C. D. Deshmukh: That gives the
various sections from which, in our
opinion, prima facie, Government com-
panies should be exempted. As I said,
the Joint Committee thought that could
not uniformly apply to all Govern-
ment companies. If the hon. Member
referred to some of these clauses, he
can get some inkling of the reason
why we have suggested this clause for
exemption. ’

Mr. Chairman: This is in the report
of the Joint Committee itself.

Shri C. D. Deshmukh: The report
drew attention to the fact that there
was such a draft. The minutes actually
gave the draft.

Mr. Chairman: In the report itself,
it is stated that these are the difficul-
ties.

Shri Jhunjhunwala: Government are
taking the power of issuing the notifi-
cation regarding the clauses and other
things. The list is given here. After we
have examined these clauses, even if
we come to a decision that Govern-
ment should be given the ultimate
power of issuing a notification, there
is an amendment by my hon. friend
Pandit Thakur Das Bhargava which
says that just as you are giving power
to the Advisory Commission to examine
the particular clauses before the Gov-
ernment take any action, similarly,
whenever the Government issues any
notification, before issuing that notifi-
cation, they should refer it to the
Advisory Commission as to whether
it is advisable to exempt Government
companies from any o the clauses.
Then, subsequently, it may be brought
before House for discussion. Now, the
only provision is that after having
issued the notification, they will lay
it on the Table of the House. That is
not sufficient. We should know as to
what the notification is, whether that
clause should be applicable to govern-
mental companies or not. That should
be placed before the House and
the Parliament should be entitled
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to judge. The whole power has been
taken by the Government. My sug-
gegtion is that in the first place, the
notification should be referred to the
Advisory Commission and secondly,
after the Advisory Commission has
said that this may be issued, it should
be placed before Parliament for dis-
cussion.

Another question relates to frivolous
and vexatious prosecutions, My hon.
friend Pandit Thakur Das Bhargava has
rightly pointed out this matter. I have
some experience of clause 233. In sub-
clause 7, it is said:

“1f it is represented to the Regis-
trar on materials placed before him
by any contributory or creditor
that the business of a company is
being carried on in fraud of its
creditors or of persons dealing with
the company or otherwise for a
fraudulent on unlawful purpose,
he may, after giving the com-

”

Then, subsequently it says:

“1f upon inquiry the Registrar is
satisfied that any representation
on which be took action under the
sub-section was frivolous or vexati-
ous, he shall disclose the indenti-
ty of his informant to the com-
pany”.

And the company will be entitled to
take action against him for compen-
sation etc. Now, I have knowledge of
one informal representation which was
made before the Registrar, and all
the facts stated therein were true. One
fact related to a defalcation ten years
back, and regarding that point the Re-
gistrar said: “Well, it is too old a thing.
It cannot be investigated at this stage.”
Then there was another case one year
old. That was a big case amounting to
about Rs. 10 lakhs. The others were all
minor things, say of Rs. 100, Rs. 500
or so of which defalcations had taken
place recently. Then he said: “These
are all minor matters.” And he might
have to be vexations and frivolous
though the statements, made therein
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were true. Therefore, the amendment
which has been proposed by my hon.
friend Pandit Thakur Das Bhargava
that the words should be “false and
frivolous or vexatious” is very neces-
sary for the protection of the com-
plainant. Otherwise, some of the share-
holders who are not so intelligent
might be led away. They do not know
what is fraud and they might proceed
on hearsay and they might be hauled
up.

Shri Tulsidas: I have got amendment
No. 1026 to clause 611.

This definition of the Government
companies was first introduced in the
original Bill though such a deflnition
is neither contained in the present
Act nor in the English Act, That was
a definition recommended by the
Bhabha Committee. The obvious pur-
pose of including the definition in the
Bill is to provide a preferential treat-
ment to such companies in certain
matters. This is obvious from the three
following clauses as also from the
lUst of amendment which the Govern-
ment circulated among the members of
the Joint Committee. These provide for
exemption of Government companies
from certain provisions of the Act.

The working of the Government en-
terprises, has been none too happy so
far, and there is no reason, as I shall
argue later, for granting them any ex-
emptions. If that is the case, there is
little room in the Bill for this defini-
tion. In spite of this, it is felt neces-
sary to include a definition saying that
it is in order to allow for special

‘audit purposes. I suggest the original

provision regarding 80 per cent. share-
holding by Government be restored
and not 51 per cent. My amendment
is to restore the original clause pro-
viding for 80 per cent.

There is no experience to suggest
that Government enterprises are run
efficiently or to the best advantage of
the shareholders or the nation. In one
of his Budget speeches the Finance
Minister made a certain reference with-
regard to the efficiency of private com-
panies or the enterprises in the private
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sector, and he said a commission
should be appointed to go into the
affairs, the efficiency and working of
the companies in the private sector.
That was, of course, a retort which
was published in the press. I really
welcome the suggestion, because that
will show the country at large how
efficiency is existing in the private
sector. Side by side, there should also
be a Commission to see how the enter-
prises in the public sector are work-
ing and how efficient they are, so that
it will give a clear picture to the
country at large to examine the en-
terprises which are working in the pri-
vate sector as well as those ia the
public sector and to see what is in
the best intgrests of the country and
which sector they should encourage
and allow to function.

When you have a definition about
fifty-one per cent shareholding, to my
mind it becomes rather more discri-
minatory, because when we were argu-
ing about this majority of fifty-one per
cent it was said that fifty-one be-
comes one hundred and forty-nine
becomes zero! If you see this list which
was supplied to the Joint Committee,
the list of clauses from the operation
of which government companies are
supposed to be exempted, to my mind
it is much more discriminatory than
anything else; because, as I see the
clauses from the operation of which
exemption is required, they are some
of the most important clauses. I can
appreciate about some of the clauses
which may not automatically apply to
government companies. Even if these
are 1eft without exemption, what does
it matter? After all, if these provisions
do not apply government companies,
automatically they become useless for
¥overnment companies. But why
exempt them? The list is a very large
one; I will come to it later on. But I
am at present saying that fifty-one per
cent means that in order that all the
sins may be washed off, a company
should have fifty-6ne per cent of gov-
ernment shareholding, and that means
that Government can have for it all
the exemptions which they have put
in the list given to us,
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We have provided in this Bill certain
safeguards both for the purpose of
safeguarding the interests of the share-
holder as well as for public interests.
Even if the Government holds ffty-
one per cent shares and if exemption
is to be given in respect of all these
clauses mentioned in the list, then for
public purpose or in the interest of
the public it will not be possible tc
obtain the information. The people
must know how the government com-
panies are functioning. Therefore there
will be no safeguard for the people
to get the information which they
ought to get from the government com-
panies as regards their working.

I have argued against a reduction in
government shareholding required to
constitute a government company. The
definition of government company
creates an invidious distinction
between companies in the public sec-
tor and those in the private sector.
While our Constitution does not permit
the Government to create first-class
citizens and second-class citizens, the
Government do not seem to have any
compunction in creating first-class
companies and second-class companies
—that is, according to the fifty-one per
cent shareholding of Government they
must be exempted from the applica-
tion of all those provisions which are
apphicable to other companies. Evi-
dently companies in the private sector
are to be treated as step-cmldren to
my mind. It may not be unconstitution-
al, but it is definitely invidious.

The Government had presented a list
of clauses showing how certain clauses
of the Bill were to be applied to gov-
ernment companies. These amendments
sought to modify the application tu
government companies of provisions

_relating to accounts and audit, reduce

the rights of members to seek investi-
gations of affairs and ownership of
these companies and exempt them from
the application of provisions relating to
remedies in case of oppression and
mismanagement and provisions relat-
ing to prospectus.

This is the list which was given ic
us. This list gives the numbers of the
clauses which will not apply to Gov-
ernment companies, Those clauses are
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clause 10 relating to jurisdiction of
courts, clauses 17 to 19 relating to alter-
ation of memorandum, clause 43 re-
lating to prospectus or statement in
lieu of prospectus to be filled by private
company on ceasing to be private com-
pany, clause 44 providing that mem-
bers are severally liable when . busi-
ness is carried on with less than seven
or two members as the case may be,
clauses 54 to 73 relating to prospectus
and allotment, clause 78 relating to
power to issue shares at a discount,
clause 80 relating to further issue of
capital, clauses 113 and 114 dealing
with share warrants, clause 145 deal-
ing with restrictions on commence-
ment of business, clause '165 - dealing
with annual general meeting, clause
168 dealing with calling of extraordin-
ary general meeting, clause 170 deal-
ing with length of notice for calling
meeting, clauses 208 to 222 dealing
with accounts (Government being
given powers to call for such accounts
as they deem fit, and to require them
to be kept as they deem fit),
clauses 223—232 dealing with audit,
clause 234, dealing with investigation
of affairs of a company on application
by members or report of registrar,—
the rights of members are taken away
under this clause—clauses 235-236 re-
.ating to application to be supported
by evidence dnd right to apply in other
cases, clauses 238 and 239 dealing with
power of inspectors to extend investi-
gation, documents and evidence to be
produced (powers to be exercised with
Central Government’s approval; Cen-
tral Government may give additional
powers), clause 244 relating to recovery
of expenses of investigation (the ex-
penses to be defrayed by the Central
Government, or, if so directed, by the
company), clause 248 dealing with
appointment and powers of inspectors
to investigate ownership of company,
clause 249 dealing with power to impose
restrictions on shares and debentures
(this would apply to Government com-
pany with omission of reference to
clause 246), clauses 253 to 257, 259 to
263, 265 and 269 to 272 dealing with
constitution of bdard of directors and

.share qualifications, clause 282 dealing

-
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with vacation of office by directors,
clause 308 dealing with remuneration
of directors (portion relating to com-
mission not to apply), clauses 327 to 367
and 369 to 377 relating to managing
agents (these clauses will not apply
because Government companies will
not have managing agents in future),
clauses 396 to 406 dealing with reme-
dies in case of oppression and mis-
management (it is said here that Gov-
ernment themselves will enquire into
oppression of minorities and mis-
management), clause 431 relating to
circumstances in which company may
be wound up by court (here, # has
been provided that court can order
winding up only if corppany passes
ordinary resolution, and no other cases
are to apply), clause 432 dealing with
the case of a company deemed unable
to pay its debts (in the case of private
companies the period is three weeks,
but here it is three months), clauses
433 to 436 relating to transfer of pro-
ceedings, clause 437 relating to provi-
sions as to applications for winding up,
clause 438 relating to right to present
winding up petition where company
is being wound up voluntarily
or subject to court’s super-
vision "(here, official liquidator cannot
make such petition), clause 482 deal-
ing with circumstances in which com-
pany may be wound up voluntarily
(here ordinary resolution is substitut.
ed for special resolution), clause 55%
dealing with power of registrar to
strike defunct company off the regis-
ter, clause 631 dealing with annual
report by Central Government (to this
clause, amendment No. 1075 has ,been
moved by the Finance Minister provid-
ing that a separate report will be pre-
sented to Parliament on Government
companies), Table A relating to articles
dealing with share warrants and share
qualifications, and finally schedules II
to IV dealing with schedules relating
t, prospectus. This list gives more or
less the clauses from the operation of
which Government companies will be-
exempt.

Evidently, the shareholders of a Gov-.
ernment company will have to re-
main without almost all the safeguards:



12911 Companies Bill
that are considered essential fof them
when they are members of privately
owned companies. It is unfortunate
that the affairs of Government com-
panies, which have always been shroud-
ed with secrecy and against whose mis-
management there are normally no
remedies, are to remain so even when
these companies are formally regis-
tered under the Companies Act.

Moreover, most of the Government
enterprises that we have got are public
enterprises in the form ¢! corporations,
with the result that we are tied hand
and foot in making any enquiries with
regard to their affairs.

And if by forming corporations, we
do not get all the information we want
~—as is required in the case of the
private sector companies—it will not
be possible for people to know how
these companies are functioning. You
know that in the case of companies
in the private sector, balance-sheets,
profit and loss accounts etc. have to
be produced within a particular time.
There is no such requirement in the
case of Government companies till
now. The accounts we get in regard
to ‘Government companies are very
sketchy; we do not get the same in-
formation as we get in the case of com-
panies in the private sector. In this
way, Government companies will be
exempted, the same system of account-
ing will be adhered to, according what
the . Auditor-General would like to do
or what the Government would like to
do. !

There is another point I would like
to stress. It is in conneetion with the
factories as Ambarnath and Jalahalli.
Here I would like to point out how
discrimination takes place when any
company becomes part and parcel of
a Government enterprise. The Report
of the Engineering Capacity Survey
Commillee has svme strong observa-
tions to make on this point. It is worth
knowing what they have said. This
is what they say:

“Whether the Jalahalli project
proves a ‘success or failure (and
my opinion i that it will prove
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a colossal financial failure) it will
be successful in putting Mysore
Kirloskar out of' business as this
and other private machine tool
firms will recognise the futility
of trying to compete with a com-
petitor who is subsidised with
public funds.

One of the results of my enquiri-
es in the private sector is the indi-
cation of a distinct slackening of? .
in the tempo of development which
is precisely against the national
interest as Governmen: interven-
tion should be designed to encour.
age the private sector, not to des-
troy it”.

Mr. Chairman: That is Mr. Scaife’s
report.

Shri Tulsidas: Yes

“There will be no competition
from Jalahalli in the generally ac-
cepted sense of the word, as the
principal market will be withheld
from the private sector and the
taxpayer will be called up to make
up the deficit. To my mind, it
is the most glaring case of
commercial immorality I have
met with in the whole of
my experience and that this should
be the deliberate policy of a Gov-
ernment which claims to be build-
ing up a self-sufficient economy
is beyond my comprehension.

Here we have an Indian firm
which from its own resources has
built up in ten Yyears one of the
finest machine tool organisations I
have known and which is making
a product of first class quality
equal to any possible requirement
within its capacity and no sooner
does it reach that state of excel-
lence than the Government fin.
nances a preject which is commit.
ted to destroy it”,

That is how when Government take
over a company, the private * compa-
nies are automatically discriminated
against,
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There is another point stressed
which, I hope, Government will take
into consideration. .He says:

“l cannot imagine anything
more unwise than for the Indian
Government to enter the machine
tool market competitively against
the private industry in the cases
where machine tools of the best
world, standards are already
being made, and the consequences
of doing so will have a permanent
and degrading effect on the nation-
al economy”.

That is one aspect of it. Then we
have got the report of the Estimates
Committee in which so much has been
said about the working of Govern-
ment undertakings. Of course, we are
now irying to put our law in such
a way that whatever possible loop-
holes there are in the management
of private companies, whatever loop-
holes we visualise in respect of the
management of these companies, will
be plugged. Let us now hope that
under this law all these abuses and
loopholes will not be there. But side
by side, we should also see that abus-
es and malpractices do not exist in
the enterprises managed by Govern-
ment. We must be assured completely
that these powers, which are more or
less blanket powers, which are taken
t, exempt any section of enterprises
from the operation of this legislation
will not come in the way of our getting
the information we want," which the
Members of this House and the peo-
ple at large want. I personally feel—
and I am sure most of the Members
will also endorse my point of view—
that just as in the case of a private
company the shareholders have their
own interest to safeguard, and apart
from the shareholder’s interest we
have also to consider the public inter-
est, here we are representatives of the
people in this House and as such we
represent the shareholders of the pub-
lic enterprises, and we should be given
all possible information in regard to
these enterprises in the public sector.
About two years ago, there was a de-
bate on this matter and the House
wanted a committee or some such body
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to be appointed by this House to ge
into the working of these enterprises.
The Finance Minister felt at that time
that it was not possible to constitute
such a Committee, and that apart from
that, we have got the Public Accounts
Committee and Estimates Committee.
But we pointed oui at that time that
the Government enterprises were, more
or less, being put up as public cor-
porations in respect of which it was
not possible to get all the informa-
tion. He therefore said at that stage
that he would provide certain things
in this company Jlaw legislation
as a result of which a cer-
tain amount of safeguards would be
there. We have got in this company
legislation nothing of that nature for
the companies in the public sector ex-
cept the omnibus power in the hands
of the Government to practically ex-
empt them from almost all the clauses
of the Bill. I have just now said why
that makes the position much worse.
If certain companies in the public sec-
tor are to be exempted in view of cer-
tain circumstances, there is no reason
why they should be completely exempt-
ed. Let the companies in the public
sector also have the same amount of
scrutiny both in the hands of the
shareholders—and the minority share-
holders too—and by the public, just
as we ensure in the case of the pri-
vate sector. . .

Shri C. D. Deshmukh: If it is a com-
pany with 100 per cent holding of the
Government?

Shri Tulsidas: You know very well
that if it is a private company the Act
provides what methods should be
adopted. You have sections for the
private company. It can function ac-
cording to the provisions made there-
in. They do not require any exemp-
ticn. If the private company is not
required to put up a prospectus, if
the government company is a.private
company it will. not be required to put
up a prospectus. There is no reason
why we should exempt them from
these clauses. Government companies
may not have managing agencies; then
automatically the provisions regarding
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managing agencies will not apply. Why
exempt? Since the definition has been
changed from 80 per cent tc 51 per
cent it is absolutely necessary that
almost all the clauses of the Bill must
be made applicable. That is what I
feel,

We have got the minutes in which
was pointed out the basis on which
these exemptions will be made. The
Select Committee accepted the follow-
ing principles:

“So far as Government compa-
nies are concerned, it will be in-
appropriate to apply to them the
clauses of the Bill imposing pen-
alty in respect of faiflure to do
certain things by directors, mana-
ger etc. But clauses prescribing
routine things like supply of in-
formation to shareholders, filing
returns, issuing prospectus etc.
should be made applicable to them
like any other company.”

1 do not like that principle. But
when the list was given this principle
was not adhered to so far as govern-
ment companies are concerned. .

Pandit Thakur Das Bhargava: Why
exemption to these government com-
panies?

Shri Tulsidas: I was opposed to it.
It is on page 167 of the minutes. It is
said that clauses prescribing routine
tnings like supply of information etc.
should be made applicable like to any
other company. I did not agree to this.
This means that practically nothing will
be available to the House or to the
public, when we say that clauses of the
Bill imposing penalty in respect of fail-
ure to do certain things by directors
etc. would not apply. After all, the
managers and dirgctors of these com.
spanies are equally responsible to the
public as the managers and directors
of companies in the private sector.

Shri C. D. Deshmukh: To the publi¢
or to the shareholders?

8hri Tulsidas: To the public. You are
making this law in the interests of the
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public. Apart from the shareholders,
the Government think that certain
powers should be taken by them 1o
‘have certain necessary things done.
Most of the clauses embody such
powers. Even if a special resolution
with 75 per cent majority of the share.
holders is passed, Government approv-
al must be there. That automatically
says that it must be in the public in-
terests. That is the most important
thing in this particular legislation, Go-
vernment companies also must adhere
to the same principle and Government
companies must be -given the same
amount of rigidity. Why should it not
be so? Then we will be able to see
exactly how the Government factories
or the public sector and the private
sector function. Otherwise, if the Gov-
ernment companies are exempted from.
the operation of some of these clauses
then we will not have the complete

- picture. They are in a much better

position than the companies in the pri-
vate sector. I do not understand why
they should be allowed to have speciai
consideration.

So far as Government contributes
money, the entire public has an inter-
est in such a contribution, and, there-
fore, irrespective of what they desire,
they are made to pay for the project.
On the other hand, so far as shares
are held by others, this is the volun-
tary decision of the shareholders and
they should have the same rights as
shareholders of , companies in the
private sector. While the manage-
ment of Government companies
may take different forms, there is
no reason for_ any differentiation of
these eoncerns in other matters. They
should give the fullest information in
their prospectuses;. they should keep
their accounts and get them audited
as per the provisions of the Bill, if
not better. And shareholders should
have the same rights as regards appli-
cations for investigation or against
mismanagement and eppression as they
have in the case of companies in the
private sector. We have been arguing
in this debate with regard to propor-
tional representation. Government
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[Shri Tulsidas]

must set a standard if that is going
to be the basis in the future. Under
clause 407, Government can force cer-
tain companies, in case some applica-
tion by certain members is received by
them, to adopt proportional represen-
tation, Now there is this 51 per cent
shareholding and so Government
should set an example first and show
us how it works. Let us see how the
proportivnal representation is applied
in companies where there is 51 per
cent holding of shares by Government.

Mr. Chairman: Your proposition is
that proportional representation should
be introduced uniformly.

. " Shri- Tulsidas: Government should
start them first and introduce them in
the Government companies and show
us how they work if they consider that
the particular provisions should be
applicable to or would be better for the
companies in the private sector.

Shri C. D. Deshmukh: From what
clause does that flow?

Shri Tulsidas: There is a question of
discretion. A particular company can
adopt proportional representation under
clause 264. Having accepted that,
under clause 407, if a certain number
of shareholders applied to Government
against misappropriation, mismanage-
ment or oppression of the minorities,
Government will have the right to en-
force proportional representation on
those companies, over and above the
two directors that Government have
the right to appoint. With regard to
Government companies, there will be
Government directors and there is no
difficulty but when the definition is 51
per cent, as introduced now, and if
the Government considers. proportional
represectation to be in the best inter-
ests of the company, then let this first
be started in those comganies where
Government has got 51 or 49 or 55 or
680 per cent.

Shri C. D. Deshmukh: Under clause
407?

Shri Tulsi*as: Not under clause
407.
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Shri €. D. Deshmukh: The hon. Mem-
ber 'is talking of exemption; it is not
anything else. If he is offering advice.
we just listen to it respectfully but we
are thinking of exemptions now. The
first clause only gives voluntary appli-
cation of the proportional representa-
tion. Government companies may or
may not adopt it like any other com
panies unless it is intended to exempt
them from that clause. The only other
place where it appears is clause 407.
Under clause 407 Government has te
hold an enquiry on the application of
the minority shareholders. The Gov
ernment has then tc come to the con-
clusion that it is oppressing the  mib.
orities. That is to say, the Finance
Muaistry comes {e the conclusion that
the Production Ministry is oppressing
the minority shareholders., That is the
first remedy. Then the Finance Min-
istry should appoint two more Govern-
ment directors to the company and
therefore increase the number of Gov-
ernment directors in that company.
That is what this comes to.

Shri Tulsidas: That is not the point.
1 am sorry the Finance Minister has
not uudcerstood the point. In that case.
clause 264 must be made compulsory;
it should apply compulsorily ic the
Government company.

Mr. Chairman: He wants Govern-
ment to show the way.

Shri C. D, Deshmukh: That is not
part of any amendment or clause: that
it should be made compulsory.

Shri Tulsidas: I know. The pomnt is
very simple. 1T am sorry the Finance
Minister is now taking a very com-
pletely technical stand. My point is
this. Government had assumed such
wide powers; one may even say blank-
et powers of exempting those compa-
nies from almost all the clauses. L&t
the Government not exempt any of
these companies. ’ '

Shri C. D, Deshmukh: That point is
understood.

Shri Tulsidas: I am now going fur
ther. Since we have got certain new
principles in this Bill, certain reforms,
I am now making a suggestion.
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Shri -C. D. Deshmukh: . It is only a
suggestion?

Shri Tulsidas: I say, this is the point.
Government should set up a standard
particularly in this respect or in other
respects where new principles have
been adopied.

Mr. Chairman: The hon. Member’s
time is up. He has taken half an hour.

Shri Tulsidas: There is still time.

Shri Kamath: He may be given a
little more time.

Shri Tulsidas: There are still 3%
hours tomorrow. I. am in your hands
and if you ask me to sit down I will.

Mr. Chairman: If Shri Somani is
bracketed with him, I have no objec-
tion.

Shri G. D. Somani: He may conti-
nue.

Shri Tulsidas: There are not many
speakers and I am trying to put as
many points as possible.

Mr, Chairman: Yes, private industry
shall get maximum possible time.

Shri Tulsidas: Secondly, in many
matters in which Government have
been given power, Government will be
both the applicant and the judge. In
the case of Government comnpany’s ap-
plications, I would suggest that Gov-

. ernment should refer them to the
High Court or to the Advisory Com-
mission and abide by their advice.
From the list of amendments present-
ed to the Joint Committee it is seen
that there was a tendency to transfer
powers to the Government—powers
given to the High Court. In most of
the cases in that list, wherever there
was a question of reference to the
High Court, most of them are to be
transferred to the Government.

There again, it has become clear
that the Government companies will
bhave mo access to the High Court.
Thirdly under the present clause the
Government will be enabled to give
different exemptions to different Gov-
ernment cempanies, and no uniform
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principle will be adhered to. It will
lead to selective suppression of facts
snd of powers of shareholders. This,
again, I say, is not in the public inter-
est.

I feel that in respect of this clause
at least, a certain amount of safeguard

‘must be made and, according to the

amendment of Pandit Thakur Das
Bhargava, if that is acceptable then I
have no objection. Then let us have

- first the notification in this House and

then give exemption. Let us not give
a complete blanket power to the Gov-
ernment.

-
Shri C. D. Deshmukh: That is accept-
able to me. -

Shri Tulsidas: If so, I am quite
happy about it.

Shri C. D. Deshmukh: Also, that it

" may be referred to the Advisory Com-

mission; because, our intentions are so
pure.

Shri Tulsidas: Thank you. Then I
only want to say something about this
clause 630. In my minute of dissent 1
have said:

“This clause empowers the Cen-
tral Government to delegate some
powers exercisable under the Act
by the Central Government to an
authority or officer ana subject to
conditions to be laid down by
notification. The Central Govern-
ment is not allowed to delegate
other powers similarly.”

Sir, I am also a member of the Sub-
ordinate Legislation Committee, a com-
mittee of this House. We have found
there that these delegated powers are
given to authorities who are not really
capable of handling the situation: In
this legislation there is any amount of
clauses which will naturally require
the Government to delegate the
powers to some other authority. Now,
I am suggesting, as I have suggested
in the minute of dissent that this
power should only be given fo such
authorities as will really be able to
exercise that properly, otherwise these
delegated powers will mean nothing.
My own personal feeling is that, even
in the present Act there was power in
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the hands of the administration and a
number of abuses could have been
stopped if it had properly been exer-
cised. Now. again, under the present
legislation whatever powers have been
assumed by the Government, if they
have to be delegated, they must be
delegated to proper authorities so that
they may be properly exercised. Other-
wise, the power may be there in the
hands of the Government and it may

uot be exercised, and we will have to .

come back again in this House to say
that even this Bill has not been able
to fulfil the objective and so we may
again further sirengthen the powers.
Therefore, my point is that, unless the
powers which are taken by the Gov-
ernment are properly exercised and
delegated to such authorities as are
capable of exercising them in a man-

ner that would be in the best interests-

of the country as a whole, even this
Bill will fail to achieve our aim. That
is all I have to say.

Mr. Chairman: There is one thing
which I want to make clear. A few
minutes .ago it was understood that
the Finance Minister will circulate a
list of clauses that he proposes to be
exempted.

Shri C. D. Deshmukh: It was a draft
proposal before the Joint Committee.

Mr. Chairman: The impression creat-
ed was that it will be circulated to
Members. Now, it has been made clear
that the very same thing is in Appendix
XIV—that is page 212 onwards of
Volume II of the Report of the Joint
Committee on Companies Bill. So,
nothing will be circulated in this res-
pect.

The ixeglt ‘thing is I will just now
ar ce the amend ts that have
been selected to these clauses 610 to
649 and which will be treated as mov-
ed. The amendments will be circulated
to all the Members tonight. The follow-
ing are the amendments to clauses 610
to 649 of the Companies Bill which
the hon. Members have intimated to
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be moved subject to their being other-
wise admissible,

Clause No. Amendments Nos.
611 10y, 1026, 1158, 1163, 1164.
613 1067(Govt), 243, 1068(Govt.),

1068(Govt) 244, 1150, 1151,
' 1155, 1159,

613A 1165

(New)

614 1070(Govt), 114. 1156, 1166,
1167.

615 1168, 1169.

619 887, 1144.

622 88.

623 89.

624 90.

630 1071(Govt), 1072(Gowt),
1073(Govt). 1074(Govt).

631 1157.

631A & 1075(Govt).

631B

. (New)

632 1160.

633 1076(Govt).

634 1161. .

635 1077(Govt),

635A 1162,

(New)

Clause 611—(Definitions of “Govern-
ment Company”)

Shri T. S. A. Chettiar:
move:

I beg to

Page 285—
for clause 611, substitute:

“611. Definition of Government
Company.—Government Company
means— N

(a) any company to which the Cen-
tral Government, or a State Govern-
ment or Governments or a Government
Corporation, either alone or in combi-
nation with others mentioned above,
have contributed finance in the shape
of share capital, debenture capital or
loans and advances of an aggregate
value exceeding 50 per cent of the total
of the paid up share capital and de-
benture capital of the company; and

(b) any subsidiary of a Government
« company or institution,
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Explanation.—For the purpose of
this section, a Government Corpora-
tion shall mean any body corporate
established by, an Act of the Central
or State Legislature.”

Shri Tulsidas: I beg to move::

Page 285, line 14—

for ‘fifty-one per cent.” substi-
.tute “eighty per cent.”

Shri Kamath: I beg to move:
-Page 285—

for clause 61, substitute:

“g11. ‘Government company’ means

any company—

(a) not less than half of whose subs-
cribed share capital is held by the
Government, or

(b) to which the Government has
made advances exceeding half the
total amount of the loans taken by
the company: .

Provided that sub-clause (b) above
shall not apply where the total loan
amount is less than one-fourth of such
subscribed capital.

Explanation.—Government means
the Central Government, State Gov-
ment or both together or any Govern-
ment company.”

Shri K. K. Basu: I beg to move,
(1) Page 285, line 14—

. for “fifty-one per cent” substi-
tute “thirty per cent”.
(2) Page 285, line 17—

add at the end:

“or in which the Government is
a guarantor for any loan or rate of
interest.”

Clause 613— (Application of sections
etc.)

Shri C. D, Deshmukh: I beg to move:
Page 285—

after line 24, add:

“(1A) The auditor of a Govern-
ment company shall be appointed
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or reappointed by the Central Go-
vernment after consultation with
the Comptroller and Auditor-Gen-
eral of India.”

Shri K. C. Sodhia: I beg g move:
Page 285, line 28—

after “shall be” insert “compiled
and”

Shri C. D. Deshmukh: I beg to move:
(1) Page 285, line 33—

for “such persons”, substitute
“such person or persons.”

(2) Page 285, line 34—
add at the end:

“and for the purposes of such
audit, to require information or
additional information to be fur-
nished to any person or persons
so authorised. on such matters,
and in such form, as the Comptrol-

" ler and Auditor-General may, by
general or special order, direct.”

Shri K. C. Sodhia: I beg to move:
Page 285—after line 41 add:

«(5) The auditor’s report to-
gether with the comments of the
Comptroller and Auditor-General
shall be placed before Parlia-
ment”.

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

(1) That in the amendment propcs-
ed by Shri C. D. Deshmukh, printed
as No. 1067—

for “after consultation with”
substitute “on the advice of” J

(2) Page 285—
after line 41 add:

“(5) The annual report, the
balance-sheet, the Auditor’s report
along with the comments of the
Auditor General shall be submit-
ted to the Parliament.

(6) The annual budget and the
progress report of the previous
year of all Government Companies
shall be sumbitted to the Parlia-
ment”.
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.Dr. Krishnaswami: I beg to move:
Page 285, line 31, add at the end:

“being instructions which shall
conform with the best commercial
standards.”

Shri Kamath: I beg to move: N
Page 285, for clause 613 substitute:

“613. (1) Without prejudice to
the provisions of sections 223 to 232
it shall be lawful for the Central
Government to authorise an inde-
pendent audit of Government com-
panies by persons to be specified
by notification in the official
Gazette.

(2) Copies of the reports of such
persons shall be placed before the
annual general meetings of the
companies concerned and shall also
be periodically laid before Parlia-
ment by the Central Government.”

New Clause 613A
Shri K. K. Basu: I beg to move:
Page 285—

after line 41 insert:

“613A. Government companies
to have twenty-five per cent dir-
ectors from amongst the employe-
es:—In the case of a Govern-
ment company twenty-five per
cent of the total number of direc-
torships .or two, whichever num-
ber is greater, shall be elected
from amongst the employees of
the company in the manner pres-:
cribed by the Central Govern-
ment.”.

Clause 614— (Power to modify etc.)
Shri C. D. Deshmukh: I beg to move:

Page 285, line 45—

for “sections 612 and 613” sub-
stitute “section 612, 613° and
631A.”
Shri T. S. A. Chettiar: I beg to move:
Page 286—

after line 3, insert:

“Provided that before doing so,
the Government shall consult the

Advisory Commission constituted
. under section 409 of this Act.”

Dr. Krishnaswami: I beg to move:
* Page 286—
after line 6, add:

“(3) No such notification shall
be issued unless a resolution con-
taining the purport of the propos-
ed notification has been moved
and adopted by both Houses of
Parliament.”

Shri K. K. Basu: I beg to move:
Page 285, line 45—
after “613” insert “and 613A”.

Pandit Thakur Das Bhargava: I beg
to move:

Page 586—'

after line 3, add:

“Provided that no such notifica-
tion shall be issued unless the sub-
ject matter of the notifications have
been referred to the Advisory Com-
mission and the Government have

considered that advice of the Ad-
visory Commission.”

Clause 615—(Offences against Act etc.)
Shri K. K. Basu: I beg to move:
(1) Page 286, line 15—
after “company" insert:

“or the application of the regis-
tered union where there is any”

(2) Page 286, line 16—
add at the end:

“suo motu or on the application
of not less than 50 employees”.

Clause 619— (Payment of compensa-
tion etc.)

Pandit Thakur Das Bhargava: I beg
to move:

(1) Page 287, line 7—

for “frivolous or vexatious”
substitute “false and frivolous or

N vexatious”
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(2) Page 287, line T—

for “was frivolous or vexatious”
substitute “was false and either
frivolous or vexatious”

Clause 622—(Penalty for false state-
ments).
Shri Rane: I beg to move:
Page 288, line 28—
after “person” insert “dishonest-
y”. |
Clause 623—(Penalty for false evi-
dence)

Shri Rane: I beg to move:
Page 288, line 35—
for “intenti.onally" substitute
“dishonestly”
Clause 624—(Penalty for wrongful
withholding etc.)
Shri Rane; I beg to move:

Page 289, line 6—

after “thereof” insert “or of a -
person authorised by the Central
Government in that behalf”

. Clause 630— (Delegation by Central
Government efc.)

Shri C, D. Deshmukh: I beg to move:
(1) Page 290, line 23—
omit “225”.
(2) Page 290, line 24—
after “268” insert “278(2)”
(3) Page 290, line 25—
after “345” insert “346(2)”
(4) Page 290—
For line 26, substitute:

“409, 410(b), 446, 604, 608, 614,
-831, 632 and 633

Clause 631—(Annual report etc.)

Dr. Krishnaswami: I beg to move:
Page 290—
for clause 631, substitute:

“631. Annual report on working
of Act and Review Commission.—
(1) The Central Government shall |
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cause a genera] report on the work-
ing and administration of this Act
to be prepared annually.

(2) For the purpose of reviewing
the working and administration as
disclosed in the annual report pre-
pared under sub-section (1) the
Central Government shall— '

(a) constitute a reviewing Com-
mission consisting of not more
than five members with suita-
ble qualifications of whom at
least one shall be a Chartered
Accountant of ten years ex-
perience,

(b) appoint one of these persons
to be Chairman of the Com-
mission.

(3) It shal be the duty of the
reviewing Commission to review—

(a) the working and administration
of the Act as disclosed in the
report, and

(b) to submit its report with its
recommendations to the Cen-
tral Government within three
months from the receipt of
the report of Central Govern-
ment. ’

(4) The Central Government
shall cause the General Arnual Re.’
port prepared under sub-section
(1) and the report of the review-
ing commission submitted under
sub-section (3) to be laid before
both Houses of Parliament within
one year of the close of the year
to which the annual report
relates.”

New Clauses 631A and 631B.
Shri C.D. Deshmukh: I beg to move:

Page 290—
after line 35, add:

“Annual reports
Companies

or Government

631A. Annual reports on Govern-
ment companies to be placed
before Parliament etc—(1) In
addition to the general annual re-
port referred to in section 631, the
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Central Government shall cause
an annual report on the working
and affairs of each Government
company to be prepared and laid
before both Houses of Parliament,
together with a copy of the audit
report and any comments upon,
or supplement to, the audit report,
made by the Comptroller and
Auditor-General of India.

(2) Where any State Government
is a member of a Government com-
pany, the annual report on the
working and affairs of the company
the audit report, and the com-
ments upon or supplement to the
audit report referred to in sub-
section (1), shall be placed by the
State Government before the State
Legislature or where the State
Legislature has two Houses, before
both Houses of that Legislature.

631B. Validation of registration of

firms members of charitable and
other companies.—Any firm which
stood registered at the commence-
ment of this Act, as a member of
any association or company licens-
ed under section 26 of the Indian
Companies Act, 1913 (VII of 1913)
shall be deemed to have been
walidly so registered with effect on
and from the date of its registra-
don”

Clause 632— (Power to alter etc.)

Shri Kamath: I beg to move:
Page 290—

(i) lines 38 and 39, omit “by noti-

fication in the Official Gazette”; and
(ii) line 41, add at the end:

“by publishing the alterations in

the Official Gazette”

Clause 633— (Power of Central Gov-

ernment etc.)

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

Page 291, lines 18 and 19—

for “each House of Parliament”
substitute “both Houses of Parlia-
ment”.

Clause 634— (Power of Supreme
Court etc.)

Shri Kamath: I beg to move:
Page 292,— ,
after line 22, add:

“(4) The provisions of sub-sec-
tions (1) to (3) shall not apply to
the Calcutta. Madras and Bombay
High Courts.”

Clause 635— (Repeal of Acts etc.)
Shri C. D, Deshmukh: I beg to move.
Page 292, lines 26 and 27—

omit “to the extent specified in
the fourth colurmn.”

New Clause 635A

Shri Kamath: 1 beg to move:
Page 292—
after line 27, insert:

“635A. Nothing in this Act shall
effect the provisions of any special
law relating to any particular
types of companies, and compli-
ance with such law by companies
governed by it shall be deemed to
be compliance with the provisions
of this Act.”

Mr. Chairman: All those amend-
ments are now before the House for
discussion.

An Hon, Member: Is there quorum?

Dr. Krishnaswami: I think there is
quorum. I am glad the Finance Minis-
ter is present this evening to listen to

_the discussion of the important clauses

pertaining to government companies.

Shri A. M. Tk His ab is
only exceptional.

Dr. Krishnaswami: I did not intend
it as a reflection on him. I only stated
that T was glad that he is present here
this evening because the views that
some of us intend expressing on these
nationalised companies would be of

. some value and we would like to have

his reflections on the suggestions that
we are making.
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Shri C. D. Deshmukh: Even when I
am not present I take the pains to
acquaint myself with what the hon.
Members have said, as might have
been judged by the replies that have
been given so far.

Dr. Krishnaswami: 1 did not mean
it as a reflection on the Finance Minis-
ter. In the absence of the Finance
Minister, there is a managing agency...

Shri A. M. Thomas: Only in the
presence of the Finance Minister he
will have the necessary inspiration.

Dr. Krishnaswami: In the absence of
the Finance Minister there is a manag-
ing agency which is in charge of the
Companies Bill° even as there are
managing agents who are in charge of
industries: it is only to that managing
agency that I can possibly appeal.
We have a peculiar interest displayed
by five hon. Members who might
appropriately deserve the appelation
of managing agents for promoting the
Companies Bill and in the absence of
the Finance Minister our appeals are
addressed to them. -

I would like to deal straightway with
the clauses which concern nationalised
companies they are of great importance.

Mr. Chairman: The hon. Finance
Minister himself is present in the
House most of the time.

Dr. Krishnaswami: I did not intend
it as a reflection at all.

Shri C. D. Deshmukh: It is not a
reflection. It is a dig at the alleged
managing agent.

Shri A. M. Thomas: He invites in-
terruptions today.

Dr. Krishnaswami: I would like to
deal with clauses 611, 612, 613, 614 and
631. I now take up the definition of
a government company. I must point
out that we have a definition of gov-
ernment companies which is different
from what was given in the original
Bill. You will recollect that in the
original Bill, we had defined a Govern-
ment owned Company as one which had
80 per cent of the share capital. The
Joint Committee, in its wisdom reduc-
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ed it to 51 percentandbysodoing
has changed the Complexion of a gov-
ernment owned company; they had
altered the nature and the composi-
tion of these companies they have
granted exemptions from the provi-
sions of the company law to which
one would have to take serious excep-
tion.

What meets the eye is that these
Government companies are placed on
a special footing? Do we wish to
practise a double standard of morality
in our administration of company law?

Unless there are certain definite 'n-:
siderations of over-riding public in-
terest, it would not be fair 10 exempt
from any of
the provisions of the Companies Act.
My hon. friend who proceeded me
referred to the fact of certain com-
panies being fully owned by the
Government. The Finance Minister
pointed out in one of his brief
interruptions that the Government
which had 100 per cent share
Capital did not face any problem of
minorities. I quite agree there is no
minority when the Government owns
100 per cent of the shares,
and therefore, there is no quest
tion of -invoking those provisions re-
lating unjust treatment of minorities.
Then, why provide for any exemption
at all in these cases? The whole thing
is not applicable and therefore, one
need not trouble about applying for any
exemption.

In this connection, I should like to
refer to the use of ‘the limited liability
company as a method of promoting
investment by the public sector in the
United Kingdom. .

Sir, in the United Kingdom, the Gov-
ernment have exploited the device of a
corporation, limited liability companies
and to a limited extent public trusts
for promoting certain social objectives.
In this connection, it may be pointed
out that these limited companies retain
outwardly most of the characteristics
of ordinary companies. There was no
need for providing specifically exemp-
tions in the companies Act. May I,
with the permission of the House, read
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[Dr. Krishnaswami]
a brief extract from Chester’s
Nationalised Industries on the scope
of a limited company in the United
Kingdom in the public sector?
Chester points out:

“These companies retain most
of the outward -characteristics
which they would have in the
hands of private shareholders—
their name includes the compul-
sory word “Limited,” they have
Memoranda and Articles of Asso-
ciation, registered offices, etc.,
and, except in so far as they are
exempted by the nationalising
Act, they have to conform to the
provisions of the Companies Act,
1948 as to the holding of meet-
ings, form of accounts, etc. and
are subject in all these matters to
the jurisdiction of the Board of
Trade or the Registrar of Joint
Stock Companies.”

Then follows the important obser-
vation.

“The outward signs are, how- -
ever, misleading for there is in
affect only one shareholder, the
Government in the case of Cable
and Wireless Ltd., and the Iron
and Steel Corporation of Great .
Britain in the case of the publicly
owned iron and steel companies.
The Directors are not, as is often
the case, large shareholders with
a financial stake in the business,
but a group dependent on the
voice of one shareholder.”

Therefore, it is suggested that there
is no need to have a shareholders’
meeting to elect directors once a year
or once in three years. What I would
like to point out to my hon. friends is
that where the Government has 100
per cent. control over the shares, many
provisions of the Bill would be in-
applicable, but there is no necessity
for having any exemption devised, for
the purpose of keeping them out of
the purview of the company law.

Shri C. D. Deshmukh: Where is the
question of election of directors
in 100 per cent. Government com-
panies?
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Dr. Krishnaswami: That is why he
has said that it is inapplicable and it
has been provided by the nationalis-
ing Act that....

Shri C. D. Deshmukh: How will you
apply that to a company in which 100
per cent of the shares are held by
Government?

Dr. Krishnaswami: In oredr to ob-
tain exemption, provision is made in
the nationalising Act. Provision is
made to exempt only a particular
company from certain rules and regu-
lations of the Companies Act

Shri C. D. Deshmukh: Which estab-
lishes a case for exempting Govern-
ment companies of a certain kind
from certain sections.

Dr. Krishnaswami: Certainly.

Shri C. D. Deshmukh: So, it is only
the question of the method of achiev-
ing it.

Dr. Krishnaswami: Yes, the method
of achieving this objective is impor-
tant. The point is this; If we give a
blanket power to Government to ex-
empt their companies, it would stand
on a different footing from our consi-
dering certain specific provisions and
then exempting them, by a special Act.
Parliament has two objectives in. view.
Firstly, it insists that the Company
Law should be applied to every com-
pany, irrespective of whether it is a
Government company or a private
company. Secondly, it does not want
these laws to be applied in such a
manner as to make companies un-
workable. Reconciling these two con-
siderations, the nationalising Act has
specified the reasons for the Cable and
Wireless Ltd. being exempted from
the provision relating to an annual
meeting of shareholders. I believe if
my hon. friend cares to consult the
debates of the House of Commons on
the nationalisation of Cable and Wire-
less Ltd. he would find that Govern-
ment had to justify this exemption.
A great deal of thought went into the
whole matter as to how far such com-



12935 Companies Bill
panies should be exempted. Care was
taken to prevent their ‘becoming
a privileged body. Indeed some
Members of the House of Com-
mons were extremely reluctant to
exempt them even to extent demanded.
But eventually they came round to
the view that this company had to be
given exemptions in respect of a few
provisions because the company
was in essence something different
The Joint Committee has made an
eniirely different approach to this
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question. Companies where 80 per cent
of the shares are held by Government
stand on a different footing. In the
Bill as originally drafted....

6 P.M.

Mr. Chairman: The hon. Member
may continue tomorrow.

The Lok Sabha then adjourned till
Eleven of the Clock on Friday, the 9th
September, 1955.





