
THE 

EOISLATIVE ASSEMBLY DEBATES 

(Official Report) 

Volume VIII, 1936 

(29th Septembu to 8th October, 1936) 

FOURTH SESSION 
OF THE 

FIFTH LEGISLATIVE ASSEMBLY, 
1936 

NEW DELID 
GOVERNMENT OF INDIA PRFSS 

1937 

2nd October 1936



Legislative Assembly. 

President: 

Tm: HONOURAllLlD Sm ABDUR RAlIDI, K.C.S.1., KT. 

Deputy President: 

MDt AxllIL CHANDRA DUTTA, M.L.A.. 

Panel 0/ Chairmen: 

MJr,. S. SATYAJroRTI M.L.A. 
Sm LESLIE HUDSON. KT., M.L.A. 
M& ABDUL MATIli CBAUDBUBY, M.L.A. 
M:&. M. S. AnY, M.L.A. 

Secretary : 

MaN MU1U.M:MA.D RAn, BA.B.-AT-hlw. 

A88i8tant 0/ the Secretary: 

R.u BAHADU. D. DUTT. 

Marshal: 

CAPTAIN H4JI 8ARDAR NUB ABlUD KHAN, M.C., 1.o.M., I.A. 

Committee on Petitiom : 

M.a. AlDIIL CluNDBA DUTTA, M.L.A., Chairman. 
8m LBBLIB HUDSON, KT., M.L.A. 
P ANDIT NILAKANTBA DAS. M.L.A. 
MAULVI 8nD MUBTUZA. SAlim BAHADUB, M.LA. 
MBo N. M. JOSHI, M.LA. 



CONTEN1'S. 

VOLUME VIII.-29th 8eptemiJf!;r to 8th October, 1936.. 

-:ruuDAY, 29TH SBPTEM-
BER, 1936-:: 

PAGES. 

Questions and Answers • . 1987-2020 
The Arya Marriage Vali-

dation Bill--Thscussion 
on the consideration 
of clauses not con-
eluded 2020-63 

WEDNlIBDAY, 30TH SEPTEM-
BER, 1936-:: 

Questions and Ansvters. 20615-96 
Short Notice Question 

and Answer 2096 
Motion for Adjournment 

re Government's Cur-
rency Policy-Disallow-
ed by the Gov-
ernor General 209'1-98, 

The Indian Companies 
(Amendment) Bill-
Discussion on the. con-
sideration of clauses 

2129 

not concluded 2098--2129, 

Message from His Excel-
lency the Governor 

2129-54 

General 2129 

'THuRsDAY, 1ST OCTOBER, 
1931'>--

Questions and Answers . 
Motion for Adjournment 

re Control of the 
Soldiers on the Foot-
ball Ground at Annan-
dale, Simla--Nega-
tived 

'Statement of Business . 
Resolution re Interference 

from Public Servants 
in the ensuing Elec-
tions--DiscUBBion not 
concluded 

F&mAY, 2ND OCTOBER, 
1936-:: 

Member Sworn 
'statements laid on the 

Table 

2155-88 

2189-91, 
2224-36 
2191-92 

2192-2223 

2237 

2237-42 

FRtDAY, 2ND OCTOBIDR, 
1936-conld. 

Motions for Adjournment 
re-- . 
Indian-owned I;!hippiIIg 

Service between 
mdia and Europe--
Ruled out of order _ 

Secrecy of Vote in the 
Rural Areas of the 
United Provinc_ 
Disallowed by the 
Governor General 

The Indian Companies 
(Amendment) Bill-
Discussion on th~ con-
sideration of claU8bS 
not concluded 

Message from His Excel-
lency the Viceroy and 
Governor General 

·MONDAY, 5TH OcToBEB, 
1931'>--

Member Sworn 
Questions and Answers 
Short Notice Question 

and Answer 
Motions for Adjournment 

re-
Death of Detenu Naba 

.liban Ghosh-Dis-
allowed by the 
President 

Prohibition of th~ 
Recital of Madhe-
Sahabrt in Lucknow-

Disallowed by His Ex-
cellency the Viceroy 

MeSBage from the Council 
ofStaw . 

StatemfJut laid on the 
Tabh . . 

The Indian Companies 
(Amendment) BiII-
Discussion on the 
consideration of clauses 
not concluded 

Measage from His Excel-
lency the Viceroy and 
Governor General 

, r ~ 

P4!JB8. 

2.142-40 

2245--47, 
20180 

2247-79, 
·2280-2300 

" 2280 

2301 
2301--44 

2344-45 

2345-47 

2347-f9, 
2380 

2349 
2350-51 

2352-80, 
2380-2.08 

2380 



oro.nAT, h'B amo .... 
1936-

Members Swom 

Short Notice ~ t  
andAnswen •  • 

ExpunctioQ of ~ 
~ in a question 
pitt' by Mr. Kabeer·ud· 
DinAhmId •  . 

The indian ~ 

(Amend;feirtf'" ~ 
Discu8eion OIJ the 
oonaiderMion Of c1llwll!8 
not ooncliiC1ed . "  , 

WEDNESDAY. '71l'H OcToBJm. 
1936- ., 

~  

Questions and Answers 

Short Notice QueBtion 
and ~  

Message from the Council 
01 State 

The Indian Comptp.ni£'s 
(Am£'ndm£'nt) ~ 

Passed as am£'nded 

PAG •• 
,·l"·-

24.11 

~  

2479 
2479-2521 
•  r 

~  

2522 

2&2.3-74 

ii 

.--......DAY. 8TH OCTOBER, 
, ':Y1936-

-,-j 

Member Sworn 
Questions and Answers 
llplltal"l"efl Quest.i?ns ~  
Answers. .  . 

~  ~ ~~~ ,.-
OImcellation of the 
Press ~  ~ 
the Corres:rondentqt; 
the .4mMta BaZM 
P __ ika--Disallowea' 
by the lfmIIiciout . 

Protecti<m of i'emale 
PassengeJ.'B WawlOng 
in Female Compaa-
ments of Trains-
Disallowed by the 
President 

Revision of the Indian 
Qurrency ~  ~  

change ~ 
N£'gative .  . 

Bill passed by the Col,lIlcil 
of State 

Reeolution re blterrerence 
{iY'l! Public 8ervaqts in 
the' ensuing Elections 
-DiscUBBipn no1< con· 
cluded ' 

PAG_. 

2675 
2676-26230 

2623-64 

~  

~ 
2'700-20 

2868:-'2'701) 



LEGISLATIVE ASSEMBLY. 

Friday, 2nd October, ~ 

: The Assembly met in the Aasembly Chamber at Eleven of the Clock, 
Mr. President (The Honourable Sir Abdur Rahim) in the Chair. 

i 
:-

MEMBER SWORN. 

Mr. Susil Chandra "Sen (Government of India: Nominated Official), 

STATEMENTS LAID ON THE TABLE. 

Information promised in reply to starred question No. 1593 asked by 
; Mr. M. Asaf Ali (on bekoJ..j of Mr. S. Satyafllurti) on the 14t/, Aprtl, 
, 1936. 

DISCONTINUANCE OF' THE USE OF CASTOR On.. AS :[JuBRICANT ON STATE 
. RAILWAYS. 

(/I) Yes. 7 !' ;. 
(II) (i)-(1Ii). Yea. 
(0) Yes. 
(IS) A statement giving the iDformation i!l attached. 
(e) Yes. 
(1) The Local (fovenunents lDainly Interested a}!e doing considerable ,,"ork to 

encourage the castor oil industry. The United Provinees Department of Agriculture 
Ilave an oil '!'echnological ~ t  at the Harcourt Butler Technological Institute, 
U&wnpore, with.spccialist staff to give technical advice to oil milIa and train up skilled 
~  '!'be Oil ~ t  haa been paid a grant of ;Rs. 30,000 per amlum for the 
l/l8t three years by the Imperial Council of Agricultura:l Research for the trllining of 
Cl&Ddidates in oil teebnology. 'rhe· Government of Bengal have been encouraging the 
1iee of -better h ~  In . the Central Provinces, improvement in oil crushing indu.try 
bas been attempted by ilBuiDg useful notea in oil and ita· possibilities and giving 
expert advice to industrialists. In Madraa th,e efforts have taken the form of publica-
1i1On of bulletinS, eOnductill.g gperiments and demOlUltrations and inveatigations of tile 
poSSibilities of widening the market and improving milling machinery. . 

(g) 'I 'be available tigurea do not justify apprehension. regarding the fate of tile 
castor seed crushing industry as a reault of the reduction in purehaae of caator oil b7 
railways. . 

(Ta) and ~  In many provincee castor cake is at present not appreciably used aa a 
fertiluier for sugar cane and where it is used to any considerable extent, as in the 
United .Provinces and Bombay, there are alternative on cakea, and in some placea 
B8mOWF.r cake has . .aetually been uled in place of castor cake as a manure for sugar 
cane. . 

'!'he effect on Indian Agriculture of a reduced demand if castor oil by railways ill 
neghgIbll'. .. 

(j) ~  * failed to Bhow any markcd superiority. 
(Ai) Yes; but for maa purposes, the advantages are more than counterbalanced 

ti;Y the higher cost. 
: (t) (fovcrlUl1ent'lIave no reas01l to believe that .be substitutioD of mineral for castor 
~  as a lubricant Iuul in aJTf· way enhanced the ineidenC6 of repairs to, or replacement. 
oif, locomotives. 
: (til) 'l'be Bltention of Government is to ~  to .the Stores purchase rulea, bllt 
rlulways C8IIDOt be gpecte4 to purf'l1aae iniUgenous .. oil ;"hen auitable,imported minerai 
OUs can be obtained for prices varying between 60 and 100 per cent. below that of the 
rtd1genous product. .. 
; (fI) .No. ~~ 

2237 ) 
L1I66LAD 
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Information promised in reply to starred question No. 1771 asked by 
Mr. S. Satyamurii (on behalf of Pwndit G01Jind Ballabli Pam) on th. 
18th April, 1936. 

)J)ISCONTINUANCE OF THE USE OF CASTOR On." AS LUBllICANT ON STAm 
RAILWAYS. 

(el) Xes. 

(b) (i)-(w). XIII. 

(0) Xea. 

(d) A statement giving the information is attached. 

(e) 'l'he Local 60vernments mainly interested in castor are doing considerable' 
worlr. to encourage the eastor oil industry. The United Provinces Department of 
Agnculture bve an oil rfeehnologieal ~ t  at the Harcourt Butler i'cehnologieal 
.1lIStltute, uawnpore, with apecialiststa1f to give teebnieal advice to oil mills and 
train up skilled personneJ. The Oil Section has been paid a grant of RB. 30,000 per 
annum for the last three years by the lmperial Council of Agricultural Research for 
the trammg of candidates in oil teehnfllogy. The Government of Bengal have been 
encouraging the use of better uhannie8. In the Central Provinces, improvement in the 
011 crushing industry has been attempted by i88uing useful notes on oil and _ its 
posslbllities and giving expert advice to industrialists. In Madras the efforts have 
taJren the form of pubJieation of bulletinS, conducting experiments and demonstration. 
aad mvestigllltions of the possibilities of widening the market aDd improving milling 
mael11n&ry. 

(t) 'l'he available figures do not justify apprehensions regarding the fate of the 
castor seed crushing industry as a result of the reduction in purchase 01 eastor oil 
bi rallways. 

<u) and (h). In many provinces, castor cake is at present not appreciabl;y UIe4 
ai a ~ t  for sugar ~ and wherc it is used to any considerable extent as in 
the Umted .Provinces and Bombay, there are alt.ernative oil cakes, and in some plaeee 
aaftIower cake has actually been used .in place of castor cake as a manure for sngar 
cane. 

'l'he-eft'eot on .Indian Agriculture of a reduced. daDand of castor oU b;y railway. 
18 negJJ.gible. 

(i) .l!:xperience has failed. to show an;y marked superiorit;y. 

(j) Xes; but, for most purposes, the advantagei are more thli.n connterbalanced 
by the higher coats. 

(Ie) 60vernment have no reason to believe that the substitntion of mineralfof! 
eutor oil as a lubriea.nt has in any way enhanced lobe incidence of repair8 to, or 
replacement of, locomotive&. 

(Z) 'l'he intention of 60vernment is to adhere to the Btof!eapnrchase rules but 
rauways cannot be expected to purchase indigenous oil when Buitable imported. miDl!ral-
oils can be obtained for prices varying between 60 and 100 per cent. below that of ~  

illCbgenous product; 
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~  ON THE TABLE. 

t ~ ~  .-in reP.ly fo a 8upplemefttar1l q1£.eatilYll, ~  by 
. P-anrid I;-akskmt Kanta Ma"t,.a to M,.. M. Asaf Ali'3 starrea questiml. 
No. 526 on tke 18th September, 1936. . 
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1Ir. 8. Batyam'ilrti (Madra:s City : h ~  Urban' .: 
Sir before the proceedings begm, may I make a subIWSSlon' Yester-
day, Sir, in the speech of Sir Muhammad Yakub ..... . 

Mr. President (The Honourable Sir Abdur Rahim): He is not 
here. Let the Honourable Member come, and then you can make your 
submission. . 

Mr. President (The Honourable Sir Abdur Rahim) : Short notice 
question by Mr. Bajoria. tMr. Bajoria was not in his seat when he 
was called to put his short notice question. ) 

"l'he Honourable Sir Fra.nk Noyce: I venture to submit, Sir, that 
when an. Honourable Member on these benchea aeeepts a ~ t ~ ~t  
,queltiQn and gives the date on which it will be anawued, courtesy .' 
demands that the Honourable Member wlio gave notice of the ~  ,1' 

Bo!ice question .mould be present in his seat. 
, Mr. President (The HonoUrable sk· AbdUl' R&him) : The ~  

able Member ~  have been ~ t in !tis, seat. ,I do Dot know wh._ 
~ caUsed: hiB : i.bsence. 

MOTIONS FOR ADJOURNMENT. 

INDlAN-oWNED SHIPPING SDVIOB BETWEIi:N INDIA AND IlUBOPll. 

Mr. President (The Honourable Sir Abdur Rahim): There ~ .. , 
motion for adjournment by Pandit Govind Ballabh Pant. He t~  

:to ask for leave to move for the adjournment of the business of the " 
Honse to discuss a matter of urgent public importanee, namely, the" 
refusal of the Government to foster and help the project ior Indi .... 
ol'.-ued shipping service between India and Europe, as disclosed in t~ 
statement of Seth Walchand Hirachand, published in yesterday's 
Hi·n.d"stll'n Times. 

I should like to know how the matter is urgent. 

Dr. Ziauddin Ahmad (United Provinces Southern Divisions: 
Muhammadan Rural) : May I request you, Sir, whether it will not be 
possible to postpone it till Monday 7 

Mr. President (The Honourable Sir Abdul' lbahim) : No, I can't de 
that. But I should like to know how this matter is rega,rded. as urgent. 

PaDdit QoviDd Ballabh Pant (Rohilkund and Kamaon Division.: 
Non-Muhammadan Rural) : Sir, a statement, was published in the 

tt ~ t  Times of yesterday which seems to have beends.croed, off the " 
authority of Seth Walchand Hirachand, the promotor of the Bi"d 
Lines. for the purpose of establishing overseas service betwe.en Jftdia, 
and Europe. In that statement he says that he had tried'to obtam" 
the assistance of the Gonmment of India, bnt failed. in that' enrleavoor. 
Tltis fact came to my llotice and of the public Ollly yestel'day wlieutltil .; 
~~ t ~ in the ~ and the moment . I .a:w' it I' ~ ~ ': 
Detiee of tillS motion. . . . ',' .... , 
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1Ir. PresideDt (The Honourable Sir Abdur RabUn) : The question 
ii an old one. 

Pandit Govind Ballabh Pant: The 'refusal is a recent one. 

Mr. President (The Honourable Sir Abdur Rahim) : Is there any 
ehangeof policy' 

Pandit Govind BaDabh Pant: The Government of India are 
always apathetic to all sorts of Indian enterprises, and so far as this 
particular matter is concerned, there has been a breach of policy as 
PD,Ouneed and declared by the Government .... 

lIIr. President (The Honourable Sir Abdur Rdtim) : 'Wben was it 
lIIlIlounced , 

PaiuHt Govind ·Ba1Iabh Pailt : The ~ t of India annol1nce4 
~ Policy Soon after the report of the Indian Mereantile Marine CO!tt;. 

miite: 

•. Prelideut (The Honourable Sir ~  : When was' .. ,." " 

h t ~  OoViiid' Bauabh . Put : In 1923,1 will poiD;t out how th ~  ~  
tilt been a breach. 111 that 'Report the Go"ftrilfttent of India P"f-e an 
~ t  that they would help the country in establishing an 11l«'li8'l'l 
Jhrcaatile Mvine. ~ t  tlal'e .... 'lfleHaji" Bill, of 1Vhich 
1'ou are aware ..... . 

, Mr. PreSident (The HonouraNe Sir AlIdm rt.a'hfm') : YOll meB'ft the 
eoast81 trame" . 
'. '.PanditGovind BaJ1abh PaDt: Yes. Sir. After that, there was a:' 
iiltip)ling (!onference in 1930. After that, the Government of IDAlia 
again ~  a eOmJllunique to the effect that the Government of India 
Ncognised their responsibility in' the matter of t1te elleouragement 
.m,d ,flJrtithfishm.ent of Indian shipping including overseas Indian trade, 
lind 1herethey also definitely said that t'hey aCCP.Dted their responsibilit,. 
in this matter, Sir, you are aware that a number of questions were 
:put in this House, in fact it has been one of th ~ t  in the fore-
fr(IIl.t, and it ha.s been mooted on the floor of the House almost 
incest;lmtly ..... . 

Mr. President (Tile HonOUrablf' Sir Abdul' R.ahim): ~ 

*lte Builgt'!t . Session. 

Pandit Govind Ba.llabh Pant :  Y f'S, Sir, but the Government of 
India always took shelter 'under some plea or other. I may inform 
)'ftu,Sir, that therE! was some correspondence ht>tween the 11P1d 
of the Governmei1t of IRdia and the promoter of this Hind Lines. Thill 
company was regristerem on the 9th September, 1936, and there was .... 

,ih. ~ t (The ~  Sir Abdnr Rahim) : When was the 
compa»y prOmoted' , 
. .. . , 

Pandtt· Gevlncl BalJabh Pant: It WJ1spromoted CIB the 9th s.. 
te1Iiber, 1936. 'There was· corresoondeuce ·betwf'en the p1'oml'terof· 
t ~  andQle, lIeaa of t t ~ t 01. Illma, and he WII 
Informed...... ;, " 'I 
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111'. President (The Honourable Sir Abdur Rahim) ~ Ww any 
request made , 

Pandit Govind Ballabh Pant : The request was that this . company 
was being floated with an authorised capital of 10 crores, and 2 crores 
and 20 lakhs were needed for launching two ships of the type o.f 
Victllri'1 and Lusitania, for payment 00 ship builders and for .other 
llccessories, and in that connection a request was made to the Govern-
ment of India for a loan of 2 crores 20 lakhs guaranteeing interest at 
3 per cent. for 10 years. But no response was made either by th~ 
Honourable the Commerce Member or the Finance Member. Then thp. 
promoter approached His Excellency the Governor General as the head 
of .the Government of India ..... . 

The Honourable Sir Muhammad Zafrullah Khan (Memher fol'; Com. 
merce and. Railways) : When the Honourable ,Member ~ th t no 
definite-respOnse was made, does he meail that' the request which,. ~ 
made was not accepted , .".' ,.' , 

Pandit Govind ·BallJI,bh ;pant: Yes, the J,'equell,t wa,s PQ·t ~  

Mr. President (The ~  . Sir Abdur h ~  ': h ~  ... 
that' . 
Pa.ncUt· Q()ViDd BaJia.bh Pant : h~t  ~ ~~  ~ ~~  t ~  ~ ~ 
~  ',. 
, . fte HOnoUrable: Sir Muhammad' Zafrallah Khan : Last' winter, Sir. 
The Hilldustan Times says it was last year. 

" P&1ldit Govind BaUa.bb. Pant : Last year is a vague. ~  by 
itself. Anyway, the promoters did not take it as the final. wor4, and 
they approached the h~  of the ~ of IJ:I.dia,. ~  the Private 

~ t  to H. E. Tpe' Viceroy wrote' liIrel'Uilif on tlie 16th August, 
19M ... ,  . ", .  . 

The Honourable Sir Muhammad. Zafrullah Khan: .Sir, is the 
Hunourable Member ino.rderin reading a letter which purports to 
bave been written on behalf of the Governor General by the t~ 
Secretary , . 

Pandit Govind Ballabh PaDt : He is the head of the Government 
of India, and he replied 'in response to a request made to him. 

Mr. PresideDt (The Honourable Sir Abdur Rahim) : Is it on behalf 
of the Government of India or on behalf I)f the GoveBor General , 

PaDdit Govind BaIlabh Pant: The contents of the-letter clearly 
show that it was written by the head of the Government of India. It 
says: 
.. His ~  has _already .a8ked the Commerce Department to reeonsider the 

que8t1on of fiilancial aBSistnnee to .an lIldian Company apart f1lJm th8 question of 
your own or the .l:!eindia Company'8 partieipl1otion in th~  tt~~  "  • 

This, is. in regard to the representation about overseas trade. It 
was in reply to a representation' made to the hea«;l of the ~ t 

of India ~  fully the history of the case and asking for such 
financial assistance. as the Government of,. Ilidia:: ~  'prepared .. t.o give 
'and in reply to that there was correspondence and ·there were inter-
.ews.· What r am 'concerned with jlithis t1.etter .that was sellt on the 
'6th August, saying that His Execllency had also asked :the ~  



Department to reconsider th~ question of financial t ~  So, Sir, 
it was a continuing affair. His Excellen.cy has asked the Commerce 
Department to reconsider the matter. Then alter that another letter 
was written on the 23rd September which says: "He has, ho\vcver, 
caused a coPY of your letter to be sent to the COmmerce Department 
who will he knows be very glad to examine and eonsider auy further 
memorandum that you may desire to submit on the' subject". This 
happened on the 23rd'September and he was told to make any repre-
sentation he desired to the Commerce Department with reference to 
this matter and he wag asked to approach the Commerce Departp 

ment. 

The Honourable Sir Muhammad Zafru1Jah Khan: Is the ~ 

able l\I('mber quite sure about the t ~  September' 

_. , ~ t GOviDd Ballabh Pall\': Y ~  'Then . on ·the 29th September, 
the Commerce Secre14J:Y, informed, ?dr. ~ h  'Hirachand that ,no 

~  help could 'be giveJ.l 'and -on the 30th Septem,ber the. Commerc! 
~  "vas a.pproadJ.ed by the,promoters. who were tQhl that ~ 

~ t could not he entertained. ,On th!' J8t. this tn,ing appeared ·In 
. the PrElSs. :1 GOuld not have been m'ore vigilant than this an,d I :didnQt 
like .tomove tt ~ adjonrnmentof .the ~  untiJ· all possible aVl;nu!¥J 
. had been tried.: . . . 

"  . lIr. Pr-esident .(The· ~  ·Sir Abdul' Rahim).; . This.is un-
aoubtedlY' a matter of puhlic"importfuice 'but the Questinn'-raised by:;t.bis 
motion for adjournment is certainly a ,'cry old one. There have been 
~  Questions in' tbis House ~  tll@Fellave . been 'd'ebat'es on 
tMs' subj'eet and what is now alle!!l>d' t6 :1>e a' matter of reeent oMur; 
r£'nee is the r£'ply of the Honourable the Commeree Memher to' eel-tain 
:renres!'ntatil'lns matle to .him and I undcrstand he ref.used to co.ider 
the request that was made.... "  . 

The llonOurablp. Sir Mullamlllad· Z'I." .. ",lh,b.:lP1a.n: ~  re·open the 
previnus decision of the Government of India. 

.  . Mr. PresideJlt (The Honourable Sir Abdllr Rahim) : No· dou,bt so 
far as the Honourable Member,· Pandit ~t  is coneerned, he has come 
to this House with this motion based on a certain statement which 
appeared in the Press only on the 30th September,' and to tiiatextent 
he cannot be blamed for having ~  the matter but I have got to 
lnok at the substance of the 'whole position and there can be DO. doubt 
that the matter cannot be said to be of recent occurrenCE;. Nor is it 
aD urgent question within the ineaning of the Rules and Standing 
Orders. Therefore, I rule the motion out of order. 

;'sECRECY OF VO'Il!l IN THE RURAL AREAS OF TIlE UNITED PaoVUiCES. 

Mr. President (The Honourable 8ir AbdUr Rahim) : The -next 
motion for adjournment is in the name of Mr. Mohan Lal 8aksena, who 
wishes ·tomove' the" adjournment of tl.!.eliouse .. to cOllliider. a definite 
. ~tt  ofi W'gent pubUe importance, ~  the failure of the Govern- .. 
. :ment of India to secure the secrecy of vote' in the rural areas of the 
United Provinces as .recommended by the Legislative Assembly. The 
decision of the Govenwr, United Prov.inces, in. this matter hatlcome 
to m.y know.ledge only ,today. 'l'he decision. "Was published. in all extra-
~ th  ~~ h h  not ~~t  tpd,ay ~  
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[Mr. President.] 
I should like to know exactly what is the question sought to b4t 

rALUied. 

Mr. Kohan Lal Saksena (Lucknow Division: Non-MuhammadaD 
Bural) : You are a.ware that this House had recommended while eon-
Bidering the Hammond Committee Report that throughout India the 
system of voting should be by means of coloured boxes with or withoui 
symbols. That recommendation bad been passed by this House., , 
About that. I put a shQrt notice question which was answered on th& 
21st of September by the Law Member, in reply to which the Law 
Member had said that since the negotiations were still going on he 
could not make. any public statement. On Monday last I had another 
question No. 643 on this very subject and then the Honourable the Law ; 
Member raised a· point of order, saying that he had already answered 
8 short notice question On this subject and ·19snpplementaries and nO.;; 
further information was available and you were pleased to rule. that 
the question was out of order. On that, I submitted that I 'had to pat,. 
~ ~  m9r!l supplementaries.. I now find tnat the Governo.r in Council " 
e'l 'theU'nited Provinces lillB framed eleetion rules that were publish'e4 
In an extraordinary gazette which was publisned on the 25th September.,!1 
That copy was not available in the Library until yeslerday. 

~ t (The Honourable Sir Abdur Rahim) : When was it 
published' 

1Ir. :Moun IJ&l 8akBeDa: On the 25th September ; but on the 28th 
the Law Member himself said that there was· no further informatioa J; 
available. .,; 

•. President (The Honourable Sir Abdur Rahim) : What is the,l: 
nature of the notification published , '" 

Mr. Mohan Lal Sa.kBeua : They are the election rules framed by the 
Governor in Council. 

Mr. President (The Honourable Sir Abdur Rahim') : The election 
rules do not provide for secrecy' Is it open voting , 

Mr. Mohan Lal SalaeDa: Yes. It is like this. In the case of 
illiterate voters the baUot papers will be marked by the presiding 
~  who may show it to a friend 9f the voter, ·while marking the 
'haIlot paper. 

Mr. President (The Honourable Sir Abdur Rahim) : Was this not 
the practice before T 

Mr. Mohan Ld Smena.: This practice has been. introduced this 
time in the United Provinces. 

The Honourable Sir Nripendra Sircar (Law Member) : You are 
wrong there. ~  • 

Mr. Mohan L&l Sa.kBena : No. Sir. Up t.ill now die t ~  Wll8 

that the hallot papers wt>re marked in the presenee -of t~ t  by 'the 
PQJling Officer but now the ballot papers will not bl' marked before·'" 
them 8,nd will be shown to a friend of the· voter .. This is the MY 
Innovation. ·As· a matter of fact; this Househatl;-·recommended tbltt,i, 
this was und8!lirable. This proposal came bef&!e the H-ouse wllile· J •• 
",e'·were· eoni1deting' the reeommendation of the HammoJld ComDdttee,H' 
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a,nd this House as well as the Select Committee appointed by it came 
to 'the unanimous decision' that this practice should not be introduced 
and recommended that the system of voting shoutd be by means of 
coloured boxes with or without symbols. So, I submit, this is a 
itefinite matter of urgent public importance and this House is concerned 
in this way, that under the new Government of India Act, the pro-
vincial legislative assemblies will fQrm the electorate for the ~  

Assembly. 

, :Mr. President (The Honourable Sir Abdur Rahim) :Is the U. P. 
Council sitting now Y 

Mr. Moha.D La.l ,Saksena: It is not sitting. A resolntion' was also 
passed by the Council regarding securing secrecy of ballot. 

-1Ir. President (The Honourable Sir Abdur Rahim): Does the 
Honourable the Law Member take any objection' 

, fte Honourable 8irlfripeadra 8ircar : I have 'no objeetiOn to take 
:m 'this forum. 
, :Kr. President (The Honourable Sir' AbdurRa,him) : The motion 
will _ be taken up at 4 0 'clock. 

THE INDIAN COHP ANIES (AMENDMBNT) BILI--eoft,tt!. 

1Ir. President (The Honourable Sir Abdur Rahi_m): The House 
'"'1 resume consideration of the Bill further to amend the Indian Com-
,"nies' Act, 1913, for certain purposes, as reported by the Select Com-
~t  The following amendment is before the House . 

• , '!'hat in clause 42 of the Bill, after sub'l8Cltion (4) of the proposed seetion 81D, 
'&Ile foUowing be inserted : 

• (5) .No managing 8J1'''tq:, or where the managing agent is a firm a pa,rlner 
thereof, or where the mlUUlfJing agent is a private eompany any member 
or director thereof, or w.e the managillg agent is a public companr 
any direetor thereof, or the firm or private company of which the manag· 
mg agent is a partner, member or director shall enter into anr contract 
with the company for sale, purchase or supply of goods or materia. 
except with the consent of the company in general meeting given gep.eraUy 
or apecitieallr : 

Provided that nothing herein eontained shall affect any contrart for such sale, 
purchase or Bupply entered into before the eommencement of the Indian 
,Companies (AmendmeDt) Act, 1936.' " 

Babu Baijuath Bajoria (Marwari Association: Indian Commerce) : 
Sir. On a point of personal explanation. With regard to my short 
Jlotiee qll£'sHon of which I sent a notice, I was unopr thp impression 
that ~  questi9DS had been dispensed with, any short notice question 
~  n()t be answered today! However, since my impression was 
~ t  may I lj-Catf it now , 

,Ik. President (The Honourable Sir Abdur Rahim) : No, no. Mr, "'os,' 
II!'. lP. B. J&1lles, (Madras : European) : Sir. I was saying. when 

fhfl'lIo11seadiourned t11e other day, that while we ~  to all reason-
~ ~ tt  wOllM OT\t)flAe anvtltinl! thl\t iq unneCe1'IFlII.rY. or: 

1I8Iem.&te(orm l'edZamtol tradf); ,and it'lII on theBe gi'oaJlds tluLt, 
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lMr. F. Eo .James,] ,  , 
we' ~  this particular amendment. I think, Sir, that this ~
ment is undesirable beeause; if it ~ accepted:, it will open the flood.· 
gates to all kinds of illfluencesand manipulations. We ihmk it is ~~ 
necessary 4t view of the safeguards that are already, in tho Act as 
amended or will be in the Act when subsequent amendments are accept-
ed by the House. I would make a special ,appeal to my Honourable 
friend, :Ur. Ayyangar, to consider withdrawing this amendment in view 
of subseQuent amendments which have been tabled and h~h in our 
'view oifer a much more' reasonable chance' of agreement. If he is 
willing to make way for them, I hope, Sir, that, in view of these amend-
ments tbat' have been tabled, which might meet" our' point and which 
would I think secure a good deal of' agreement in other parts ,of ,the 
Honse, he will be prepared to withdraw th ~ ~t  th~ th  
one 011 the same order ~  :  '  : , " 

Mr.Preaident (The 'Honoorable' S"u_"Abdur,."Rahim-) : ;'i'ne qiJ,&stion 
is : ... ,:: (' ;j: i p. 
;;, ' ,", That in elal,l!t$42 of the'Bi\i, after ~  (4) ,of, the ~  87D, 
:the following be inserted : "  " , " 

• (5) No managing agent, or where the managing agent is a firm a partner 
thereof, or where the managing"'I1gent is a private company any member 
or ~  _th'1J.:e,qf, ,or, ~  th ~~ ~  ~~ ~  It, ~  !lompany 
any duector thOileOf, 'or the firm or prlTate' eompanyot ~  1lIi& manag-
ing agent is a partner, member or director shall enter into any contract 
with the company ,for sale,plU"chase 01" SUP!ty ~  ~  

, : m.:cept '!fiith t ~~ cOPs!1nt: ot UJ.& ;c:omlla.Jl1 ~  ~  ~~t  ~ ~ 
,or speci ca, y  : ,  " ,  '  , 

Provided that -nothillg' .hereb t~ ~  shall, a!f.ect ~  t~ t ~  ~h  ~ ~ 
purch:tse or Bupply entered into before tne commencement of the Indian 
Coml!llnies( A.mendment) Act, 1936.' " 

'l'he n,otioll was negatived_ 

Mr.M. AnanthasayaJ1am Ayyanga.t" (Madras Cedt'd Districts and 
(.:hittoor : Non-Muhammadan n'Ural) : Sir, I rise to move: 

•• '!'hat in elause 42 of the Bill, after Bub-section (4) of the proposed section 87D, 
:the following be inIIerted : ' '  " 

• (5) No managing agent, or where the managing agent,is & Arm a partner 
thereof, or where the managing agent is a private company any member 
or director thereof, or where the managing agent ia 'a ptiblic eomp:my any 
director thereof, or the firm or private company of which the managinlr 
agent is a partner, member or director shall enter ihto any contract with 
the eomp?ny for sale. purt'hase o! Bupply of go()ils, or, ~~t  ~ t with 
!he unantmous cOllllent of the directors ptevioosly ebtalUed ~ , 

Provided that nothing herein contained shall at!eet any ~ t t for such 8;ile, 
purehnse or supply entered into before the eOhuneileement of the Indiall 
Companies; (Amendment) Act, 1936.' "  ' 

, I .. " , 

~ I moved amendment. No.2 !esterday, we;have .. had a t ~ th  
matter WIth my Honourable frIend, SIr H. P. Mody, who'has, gIven notIce I)f 
can amendment that' the unanimolls decmon' or crlrtsent of,the directors 
nped not be insisted upon but that if a resolution is passed at a ~ 

meeting where theJ;e ,is a, three-fonrthll majority who, are t ~  to' vo+e 
t~  mat!er" this #tay be ,done Even un.der· th ~ t  ~ t ~~t  

I!l'e not t t~~  to vQte if they D!,tve a specific, t ~ t in tile eontr44t' 
withtb.e comna '0" ' eh d-'t th _i.+ f ~  d' ..+.---,,' 
'-',I" ,'" ': ~ W':; Yi!lrnng, Sll" ~~ ~  ~ t ~ ''I""e, ~~~ ~ 
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Vote. with respect to any contralrt to be illitilred into w"itha managing 
agent for the sale, purchase or supply of materials or goods, etc. That 
is the anlt'ndment of which he has given notice. I am, thereio.re, if the 
JI(Juse has no objection, prepared to substitute for" unanimous consent" 
II a three-fourths majority of the directors entitled to vote' " aud thellr 
With that, my amendment may be accepted. There is a small difference 
between Sir H. P. Mody's  amendment as regards the persons that are 
prevented from contracting and mine ; our intention is that the managing 
agcnt ought not to enter into a contract without the consent of three-
fourths of the directors. I am trying to -avoid those persons who may 
cowe in in the name of th ~ t  I think both ourselves and 
my friend, Sir H. P. Mody, are in favonr of preventing a managing 
director getting a contract by putting up people entitled to vote, 
indirectly. Sir, a managing agent can enlarge himself into various 
gi-ollps,and instead of saying ~ direct or indirect ", which is a very 
~  terlll, I have put certain restrictions. My friend, Sir H. P. Mody, 
hal! ,also enumerated some of these categories but has failed to include 
SOllA.e, and therefore this is more compL'ehensive than the other. That is 
why I am prepared to " unanimous consent" being replaced by a  " threA-
f(lurths' majority". 

': -'!'he Honourable Sir Nripendra SiI;'car (Law Member) : I· am not 
yet clear what is the ,difference. 'Probably, to shorten ma.tters, my 
friend will tell UII what is the portion in Sir H. P. Mody's amendment 
i!'.I. Supplementary List No. 10, he is objecting to. 

Mr.M. Ananthasayanam Ayyangar: ,There are seven categories of 
~t  that I have mentioned ,in my amendment. The managing agent 
c;if a partner of a managing agent ; if the managing agent is a firm, Ii 

~t  thereof.; if it is a company, a director of map.aging agent of that 
company ;if the managing agent is a public company, a director of such 
public company or a firJP or ,a private company of which the managing 
agent is a partner. I have included all these seven categories of pe:rsons 
who can come in under the term of the I managing agent' or pel'flons 
interested in the managing agent. Sir Homi Mody has included only five 
M, those ptlr.sons. Sir, I have nothing more to add -except tf) say that in 
pIal'e of a unanimous decision the majority of three-fourths -may be 
n:1:('cpted. I move, Sir. 

" 'Mr. President (The Honourable Sir .Abdur Rahim): Amendment 
moved: 
!: .. "r:. ' 

" That in clause 42 of the Bill, after slib-section (I) of the proposed sect:on 87D, 
tile followiug be inserted : 

• ,(5) No managing agent; or where the managing agent is a firm a partner 
thereof, or where the managing agent is a private company any member 
or direetor thereof, or h ~  the managing agent is a public company :my 
director thereof, or the :firm or privlltect'lllpany of which the ~ 

agent, ilri_a paJ!l;Ber, member or director shall enter into any eont-ract with 
the, eomp$Jly for sale, purchase or supply of goods or materials except with 
, tbji' 1;lnanimous consent of the direetors previoualy obtained : 

Prolided' that nothing h ~ contained shall street any contract for such sale, 
:purehAse or ItJPply entered into before the eoJilmeneement of the Indian 
Com-panies (Amendment) Act, 1936.' ", 

: Sir H. P. ~  (Bomb,!!, Millowner,,' Association: Indian 90m-
~~~  : .. May I ~  ~ .to mOTtl,my - t~  Sir,· which_stands u-
Nci: l' Supplementary' List ~ 10 T 
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1Ir. President (The Honourable Sir Abdur Rahim) : Yes, you ~ 

move it. 

Sir H. P .• ody: Mr. President, I beg to move: 
" That in clause 42 of the Bill, after sub·section (4) of the proposed section 87Di 

the following be inBerted : 

, (5) Except with the consent of three·fourths of the Direetorll present all 
entitled to vote on the resolution, a Managing Agent of the Company, or 
the finn of which he is a partner, or any partner of such firm, or, if the. 
Managing Agent is a private company, a member or director thereofl 
shall not enter into any contract for the sale, purchase or supply 0 
goods and materials with the company, provided that nothing herem 
.contained shall affect any lIuch contract for such sale, purchase or supp'lt 
entered into before the commencement of the Indian. Compani. 
(Amendment) Act, 1936.'" . 

Sir, in this amendment I have tried to follow the phraseology of m7 
amendment with regard to directors' contracts with companies, whick 
amendment was accepted by this House. I have also tried to meet the 
viewpoint of some of my friends who were wanting to go much further 
than 1. My original amendment with regard to managing agents W&II 
for s bare majority of the Board of Directors. In view of the opinion' 
held by some of my friends, however, I .have inserted a further safe-
guard by insisting upon a three-quarters majority of the direetorl 
present and entitled to vote. I believe that with this safeguard most of 
th~ objections of my friends have been met and I submit for their con-
si(leration the acceptance of my amendment. I need not say very mock 
with regard to another amendment which has been tabled, which require& 
the unanimous vote of the Board of Directors. I have only to say, that 
it. would make things extremely difficult if on a Board of Directors there 
,''us only one member who was inclined to be fractious or to put dim .. 
eul'ies in the way of the management. That will make things unwork .. 
able. I consider that a three-fourths majority should be regardedllli' 
satisfactory by my Honourable friends. Sir, I move. 

Dr. Ziauddin Ahmad (United Provinces Southern Divisions : Muham..-
madan Rural) : What do you mean by " entitled to vote" Y 

Sir H. P. l'tIody:" Entitled to vote" means that a directop 
interested' in the transaction could not possibly vote. 

lWIr .•. A. Jinnah (Bombay City: Muhammadan Urban) : He can-
not vote in favour of his own contract. 

:Mr. President (The Honourable Sir Abdur Rahim) : Amendment 
moved: 
" That in clause 42 of the Bill, after sub·aeetion· (4) of the-proposed section 87D. 

the following be inserted : . 

• (5) Exeept with the consent of three-fourths of the Di1't'e:ors present and 
entitled to vote on the resolution, II. Managing Agen( of ';;he Companv, or 
the finn of which he is a partner, or any partner ~ h  if the 
Managing Agent is a private company, a member or director ther.eof, 
shall not enter into any contract for the BBla, pureha.s'e or supply of 
goods and materials with the company, provided that nothing herein 
contained shall affect any such contract for such BBle, purchase or aupply 
entered into before the commencement of the Indian Companies 
(Amendment) Act, 1936.''' 

1Ir. II. Aaantbasayanam AvyaDgIIZ' : May I, Sir, witll your pel'Jllil.., 
lion, explain how Sir Homi !.Iody'8 amendment ctitIera from ~ 
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~ has ·excluded the managing agent as a firm or the firm of which 
bl" is a partner. The House will see that there is a lacuna. He says : 
41 a managing agent of the company, or the firm of whieh hB is a partner, or any 
}IIlItner of 8uch firm." 

There arc two cases. One is where the managing agent is an 
individual and the other is where the managing agent is a firm or 
emnpany. If he is a partner in a firm, of which he is a member, that 
pHrtner is distinct from the firm as a whole. These three categories 
are sought to be included by Sir Romi }'lody's amendment instead ot 
, the managing agent ooing an individual. 

The Honourable Sir lfripendra. Sircar: Sir Romi Mody has 
excluded nothing. 

. Mr. II. ADanthasayanam Ayyanga.r: He has excluded managing 
'. &.gent as a firm. 

The Honourable Sir Hripencira Sirca.r: No. He says ' the firm of 
which he is a partner '. That is to say, if the managing agency is a firm 
then he is a partner of that firm. Nothing is excluded. 

Mr. II. Ananthasayanam Ayyangar: If the manging agent is a 
firm itself, he cannot be a partner of another firm. The managing agent 
: . tlJere is an individual. 

The HODOurable Sir Bripendra. Sircar : That is covered by the firat 
rortion-a managing agent of the company. Nothing has been ~  

I <10 not know what the Honourable Member is chasing. 

Mr. President (The Honourable Sir Abdur Rahim) : The question 
Is: 
" That in dause 42 of the Bill, after sub· section (4) of the proposed section 87D, 

the following be inserted : 

• (5) No managing agent, Or where the Jll8.Jl.&ging agent is a firm a partner 
thereof, or where the managing agent is a private company any member 
or director thereof, or where the managing agent is a public compauy 
any director thereof, or the firm or private company of which the 
mana¢ng alreDt is a parmer. member or db-ector shall enter into any 
emitraet with the company for lIIle, purchase or supply of goods 0,. 
n.ater.als except with the unanimous consent of the d.irectors previously 
obtained : 

Provided that nothing herein contained shall affect any contract for such sale, 
pure.ha.;;e or supply entered into before the commencement of the Iudian 
Companies (Amendment) Act, 1936.' " 

The motion was negatived. 
Mr. President (The Honourable Sir Abdur Rahim) : The question. 

;-
IS: 
" 'I'hat in clause 42 of the Bill, after II1lb-8ectioD (4) of the prl'posed section 87D, 

the following be" mserted' : 
.' (5} Except withjbe gonsent of three-fourths of the Directors present and 

t t ~ to vote on the resolution, a Managing Agent of the Company. or 
~  firm of h ~ he is a partner, or any partner of such firm, or, if the 
'Managing J\.gent is a private eOmpany, a member or director thereof, 
shall not enter i:ntp any eontraet for the sale, purchase or II1lpply of 

~  goode and materials with the company, provided that nothinlt herein 
contained shall affec.'t any such contract for such sale, purehase or. 
snpply entered into before the commencement of the Indian Companies 
. :.(Amei1dnieBt) A.et, 1936.'." 

The motion waR adopted. 
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Mr, T. 8. AviDashiIiDgam Ohettiar (Salem andCoimbatore c_ 
North Arcot : Non-Muhammadan Rural) : Sir,l beg to move: 
•• That in clause 42 of the Bill, in sub-section (1) of the propGlled section 87E, 

for the words ' un'ler management by the same managing agent ' the worcU! • undeJ 
llame management ' be substituted." 

.Sir, this amendment does not· make any vital alteration in the BilL 
This alteration would· only make the meaning clear of sectJon 87E 
which refers to loans to or by companies under the same management.; 
T1le section says: . 
• , No company .......... which is under the management of . a managing agent 

shall make any loan to or gUArantee any loan made, .to· any company under management 
by the saine managing agent." 

As it is worded, it would not cover the. meaning of managing agents 
which we have accepted and which we have sought to incorporate in 
every amendment before the House. Even the amendment which has 
becll passed just now to make the meaning elear says: 
., A managing agent of the company, or the firm of which he is a paitner, .or 

nny partner of such firm, or if the managing agent is a private company, a member 
or director thereon." 

By this  amendment I seek to make the meaning clear. That is why 
1 want to substitute the words' under same management' for the words 
• under management by the same managing agent '. In my next amend-
mE'llt I l:ieek to put in an Explanation to show the meaning of ' under 
same management '. Sir, I move. 

Mr. President (The Honourable Sir Abdur Rahim) : Amendment 
moyed: 
" That in clause 42 of the Bill, in sub-section (1) of the proposed section 87E, 

for the words • under management by the same managing agent ' the worda 'under 
slWle management ' be substituted." ' 

The Honourable Sir Bripendra Sircar: Sir, I oppose this amend-
ment. If it had only made clear what was intended in the Bill, I would 
bot have opposed it, but it leads to various consequences all of which I 
cannot contemplate just now. For instance, supposing .there is a holding 
'!Olllpany under a subsidiary company, f4i,e holding e9lDpany has a 
managing agent, whereas the subsidiary company has none. To a certain 
extent the directors have a control over the first holding company and 
they have complete control over the subsidiary company. They may be 
hit by the words' same management '. 

Mr. T. S. Avinashilingam Ohettiar : My amendment does not refer to 
directors, it refers only to managing agents. 

The Honourable Sir Nripendra Sircar : It you want to put the word 
• managing agent' who is managing a holding company T There is a 
managing agent who is subject to the powers given to him, but still the 
management is in the directors of a holding cemp",ny. 
Mr. T_ S. Avinashilingam Ohettiar: If my Honourule frienderefers 

to the Rxplat«LtiOft. contained in my next 8lIlenctm.ent, it willlBake things 
~ My Explatt4tiO'l& in amendment No. lQ6reads : 
,. For the purpose of ·this aeetion and seetion 81F any two companiea 1IIuUI be 

deemed to be un4er the same manilgement if· a· managing agent of GIIoIl ~  or 
where sneh mnnaRinIt agent is a 'finn or eompany a partner of th" .rIIl or director 
or Inl!mber of thE' eompany is direetly or indi:i-eetIy eoileerDBd 01' laterested in the 
remuneration payable to the managing agent of the other eompan1 ~~ lIia eoDtraet 
of mnnagement. ,. .  .  . 
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The directors do not come in here at all. It refers only to the 
managing agent. . 

. The Honourable Sir Nripendra Sircar : My Houourable friend is 
assuming that amendment No. 106 makes it simpler. I think he is mis-
taken. I have very strong objections to amendment No. 106 which has 
llot yet been moved. It is carrying matters so wide that I shall discuss 
it when it comes on. At the present moment I am opposing umendment 
No. 105 because I do think that it does not make the positIon clear ; it 
leadEl to situations which we cannot just now contemplate. Supposwg 
the Expl.anation contained in amendment No. 106 is not accepted and only 
amenument No. 105 is carried, the position· will be one oi great difficulty. 
1 oppose the amendment. 

Mr. Akhil Chandra Datta (Chittagong and Rajshahi Divisions! 
Non-Muhammadan Rural) : Sir, this amendment No. 105 also stands in 
my nllme. I do not however agree with my Honourable friend, 
Mr . .A .inashilingam Chettiar, that the amendment merely aims at making 
matters clear. I think there is better substance in this amendment. 
What I mean is this. Supposing one and the same gentleman "  A  " is 
the managing agent of a certain company and he happens also to be the 
managing direct.or of another company which is not being managed by 
a managing agent. This is a case in which practically both the com-
panies are under the same management. 

The Honourable Sir Nripendra Sircar : That is exactly what I had 
in my mind when I said that it will lead to impossible situations in 
rc."pect ~ subsidiary companies, a subsidiary ~  being managed 
by directors and a holding company being managed by managing agents. 

. lIIr. Akbil Ohandra Datta: The real question is, is it desirable that 
one company should make a loan to another company, although both the 
eompanies are practically under. the management of. the same gentleman. 
That is the whole thing. If it is not considered desirable, then I submit 
tbili amendment should be accepted. It is really a question of principle. 
1Ir. President (The Honollrable Sir Abdur Rahim) : The question 

~  . 

•• That inelause 42 of the Bill, in sub·seetion (1) of the proposed IIOOtion 87E, 
for the words ' under manu.gement by the 88.me managing agent ' the words ' under 
IIILIIle management· be substituted." 

The motion was negatived. ~

Mr. B. D&8 (Orissa Division: Non-MuhaDUD&dan) : Sir, I move: 
•• That in elause 42 of the Bill, to snb-lIOOtion (8) of the propOlled seenon 87E, 

the following be added at the end : 

, and the managing agent who is 8(lC.C8S0ry to the e.ontravention of sub·section 
(1) shall vacate his oftiee automatically.' n 

Sir, ~ find that my friends on the Select Committee have provided 
a Penal clause in sub-section {2} about any clirector or officer who is 
accessory to the loan to any subsidiary COl:qpany. by a fine of one thousand 
mpees. But the real culpri,t, the ~ agent, who control!' from the 
top all these eompanies .and who allows thesnbordinate. officials 01' even 
a willing and imbordinately minded directCl' to accedE' to the policy of 
giving loans  from one company to another goes scot-free. Therefore, I 
~  that tl;1at managing agent should not go scot-free and there sbould 
fie certain penalties provided. I" Wish to remind the House of the recent 
Calcutta case where certain directors of the Dhakeswari Cotton 'Mills were 
L356LAD Ii 
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(Mr. B. Das.] 
punished because money was advanced from one company to another. 
We know of the well known case in the Punjab where the funds of the 
Bharat Insurance Company were utilised by the managing agents of 
subsidiary companies to finance other companies. Although the present 
High Court of the Punjab has got hold of the managing agent and the 
case L<; sub judice, yet the law does not provide any punishm(;nt for the 
Dl!lnaging agent. I want to ask the Honourable the Law Member a question. 
Why punish the poor officers or the helpless director' Why provide 
penal clauses for them and not for the managing agent who is the real 
~ t and who mismanages the funds of a successful concern in financing 

~  concerns which he wants to continue to exist so that he can 
thl'iYe and draw his fat allowances nnrl managing agent's commi'lsion' I 
do hope T will have the support of my Honourable friend, Sir lIomi Mody. 
who in all fairness and honesty of successful running of subsidiary 
cOl1.1panies and good companies ought not to advocate that managing 
agents should play ducks and drakes with the companies' money as it hal 
llecn 'played in the Punjab and in Bengal. And no doubt there are such 
inc;tances in Bombay which ;1 need not quote and with which my 
Honourable friend, Sir Homi Mody, is so well familiar. Sir, with these 
remarks J commend my amendment to the House. 

Mr. President (The Honourable Sir Abdur Rahim) : Amendment 
moved: 
" That in clauAe 42 of the B'll, t.o sub-seetion (2) of the proposed section 87E, 

the following be added at the end : 

I and the managing agent who is aee.essory to the contrav811.tion of sub-seetio •. 
(1) shall vacate his offiee automatically_'" 

The Honourable Sir Nri"oendra Sircar : Sir, I very much ~ 
thllt my Honourable friend referred to the case of the Dhakeswari Cotton 
l[ills. If he had gone through the papers of that case he would have 
found that although tbey were found technically guilty and pun:shed., 
there was no question of any misappropriation or dishonesty on the part 
of the people who 'W"ere the accused. What bappened was that instead 
of showing Rs. 40,000 which in strict accounting they ought to have done 
on both sides of the account, they had omitted it altogether, the amount 
not appearing on either t'liife. The balance would have been the same ~  
any case and the court found that there was no dishonesty and nobody 
pui any money in his pocket. I only hope that these fhin!!'s should not 
be !;lIid in a responsible place like the Assembly whicl). are likely to l'ause 
rnisunderstanding. Be that as it may, I am not fighting their case. 

wrr. B. Das :  I did not mean to make any personal ·reflection against 
any particular director. I am sorry if any reflection was meant.· 

The Honoura,1:Ile Sir Nrinendra. Sii'car: My friend was again 
wrong when he said that the only punishment is' a fine of one thousand 
rupees. Of qourse one thousand rupees to him is nothing" it4is a very 
rmlaU amount. But if you will read the provision you win .. find. that the 
Pll111!'bment is fine not exceeding one thomand rupees, and 1 

II llha II be jointly a.nd severallv liable for any 1088 incuned by the wmpany i. 
respect of such loan or guarantel)_" 

Mr. B. DIt.S : You are only punishing the director and theofticer. 
not thE' managing agent. 
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The Honourable Sir Nripendra Sircar : Yes, after aU the loan is 
to be given by some director or officer, and this automatic vacation I will 
Ol>llDfSC in any case .. 

Prof. N. G. Ranga (Guntur cum Nellore: Non-Muhammadan 
Rural) : Sir, I am happy to be able to agree with my Honourable friend, 
Mr. B. Das, in regard to this amendment. Usually it is very difficult for 
both of us to agree in matters like this, but in regard to this he seems to 
be really anxious to safeguard the interests of the shareholders in a nry 
wholesome manner. I am not able to understand why the Honourable 
the Law Member has found it impossible to accept th:s amendment. It 
may be, Sir, that the Law Member is right in thinking that these people, 
the director as well as the officer, will be held jo:ntly and severally liable 
for any loss incurred by the company in respect of such loan or 
guarantee. Sir, the director or the board of directors come into the 
picture only when a meetng of the board is held and their advice is 
BOught to be taken. Otherwise for all usual purposes and on all business 
occasions it is the managing ~ t who really is responsible for taking any 
administrative action, for takIng ~  particular decision. and giving any 
. part:cular orders to the officers working under him. Therefore, Sir, I 
do not see any reason why the managing agent who really is made 
responsible for the day to day conduct of the affairs of the company 
should be made to go scot-free while the helpless director wbo may for the 
time being be there and be obliged to sign that paper sanctioning that 
loan and also that officer who executes that part:cular order are made 
liable to suffer. If it were found that a loan has been made in an 
illegitimate fash:on and in a manner which is detrimental to the interests 
nf the company and to cause loss to that partiCUlar company. then 
('ertainly the managing agent should also be made liable to punishment. 
And as this particular sub-section (2) runs, it is only the ~t  or the 
officer who is liable to he punished. I should like to know whethf"r the 
managing agent will also be cons:dered to be otte of the directors and 
vhe1her he actually and directly sanctions that particular loan or not. 
Since he is considered to be in charge of the daily affairs of the comp'lDY, 
'Will he also be considered as one of the directors for that particular 101ln 
and therefore made liable to the punishment enjoined bere T If it were 
to be considered that he can escape th:s particular punishment. I think 
it is naturally fair that my Honourable friend's amenilmf'nt should be 
accepted so that he can also be held responsible for this offence. 

lttr. President (The Honourable Sir Abdur Rahim) : The question 
is: 

" That in ~  42 of the Rill, to sub·section (B) of the proposed seetion 87E, 
the following be added' &t the end : 

I ~ the, ~ ~ ~t who is ~  to the contravention of sub-sectioll 
(1)' shall vacate his office antomatically.' " 

The motion was negatived. 

1Ir. T. S. AvinasbUingam Cbettiar : Sir, I move: 
12 NOON. 

II ThRt in clause 42 of the Bill. in the "proposed set'tion 87G. aftAr the "Words 
• iRSTle debentures or ' tbl!' words • iSllue any eapital or llIake calls or dispose of the 
wbole or p:.rt of the nnderta1Wig of the company or refuse to traDllfer shares' be 
m.ertM." 

L31i6LAD BS 
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[Mr. T.S. Avinasbilingam Chettiar.] 
. Sh·, the House will see that 87G reads as follows : 
., .A managing agent shall not exercise in ~ t of any ("ompa.ny of which he is 

a managing agent 3. llOWer to issue debentures or, except with the authority of the 
dir,ectors, and within the limits fixed by them, a power to invest the funds' of the 
edmpany, and any delegation of any 8u(,h power by a eom,pany to a lilltnaging a:gen1i 
ahall be void." 

It is clear that he can do everything else than issuing debentures and 
investing the funds of the company. This is rather too wide and by thiS' 
8Jnt'udment I seek to put some restrictions on the actions of the managing 
a;cntR ;1 '\'\"ant that these things-making calls, etc.,-should be c.1one 
witl. the conSent of the directors. By the amendment accepted previouslY 
.;;....No. 10 on the Revised Final List-the amendment of the Deputy Leader 
of my Party, the directors of a public company shall :not, except with the 
co)U;ent of the company concerned in general meeting, sell or dispose of 
the undertaking of the company or remit any debt due by a director. 
l'art of the prineiple of it has been accepted in this amendment and I 
Slll'k to include certain other things in regard to which the managing 
agent" will be required to take the consent of the directors. I think t.his 
is It very healthy provision and will not place any obstacles to' the transac-' 
Uon (of business. 

Mr. President (The Honourable Sir Abdur Rahim) : Amendment. 
moved: 
. ,. That in dause 42 of the Bill, ill the proposed. section 87G, after the wDrds 
'iaSue debentures or ' the words ' issue any capital or make ralls or dispose of". th~ 
whole or part of the nndertaking of the company or refuse to transfer shares ' be' 
iDseJted." . 

Sir H. P. Mody : On a point of order, Sir: I just wa:qt to ~  
l).ow my Honourable friend .could introduce in this clause the last pro,: 
hibition, namely, " or refuse to transfer shares'" That has been djs.i. 
posed of-that comes under an entirely different provision of the Act ~ 

&:ld he is putting it into a clause of the Bill where it dQes not fit in at au,. 
Mr. President (The Honourable Sir Abdur Rahim) : What is the 

point of order , 

Sir ~  P. lIIody : That does not come in here. 

1Ir. S. Satyamurti (Madras City: Non-Muhammadan Urban) ~ 

Yes : read the whole clause. 

Sir H. P. M:ody : The clause will,. with the amendment, read : 
"  A managing agent shall not exercise in respect of any ~  of which he is 

a managing agent a power to issue debentures or any capital or make calls or dispose 
the'whole or any part of the undertaking of the company or refuse any tranafer of 
shares, or, except with the authority of the directors, and within the limits fixed, etc., 
etc." 

There is ito question of the sanction of the board of directors here .... 

The Honourable Sir Hripendra Sirc&r : There is no point of ~  
here. . 

Sir H. P. lIlody : Refuse to transfer shares : how ~  i{ ~  in 
here' 

~  Bonoura.ble Sir Bripendr& 8irca.r' : Sir, I do not think there. 
ill my point of order ; but I oppose the amendment on ~ ground that .. 
1 think it is wholly unnecess&l7 and possibly somewhat confusing ·for thw"' . 

~  
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reason : the House will remember that it ~t  an amendment moved 
by my Honourable friend, Pandit Govind Ballabh Pant, the result Qf 
whi!ili is . that issue of Capital and the sale of the whole or part of in 
-undertaking have got to come before shareholders.'. . . . .  . 

Mr. Bhulabhai J. Desai (Bombay Northern Division: NOD-
.uhammadan Rural): I thought you declined to accept the issue of 
~ t  

The Honourable Sir Nripendra Sircar: I stand corrected. In!!JO 
fllr as the sale of an undertaking is concerned, if the managing agent 
eould sell at all, that must be under delegation from the directors or the 
-eompa.ny. We have prohibited the directors from doing that; and I dt) 
'DOt really see how the managing a",a-ent can sell off the whole undertaking 
of a company if what the House has done stands, as it must. .As regards 
,issue of capital, either the managi:ng agent can do it or he cannot. I cr" 
, not think he can. do it. . . . . . . . . •  . 

Mr. Bhulabl1a.i J. Desai: He may have a delegated power. , 
,  : -'!'he Honourable ~ Nripendra Sircar : He can do it only jf th~t 
[power has been delegated to h ~ But my Honourable frien!! 's amenel-
ment is mixed up with ·so liJ.aIi.y matters that I have got to object. There 
: Js ~  the .issue of.capital, then dispose of the whole or part·of the 
. mer1;aking . an4 lastly refuse to transfer shares.· I cannot accept the 

~ ~ t as ,it .Is put here." ;':, 

'f'" .• .-T.S. AviDaebilingaDl Ohettiar: May I know which y,-a 
aeeept-1 

:' P&Ddit GOvind. BiJlabh Pant (Rohilkund and ~  t 
NOn-M)lh,ammadan Rural) :. Sir, lXlay I, with YOUr permisison, move that 
. t1i¢ .. "I'\' ords "·or dispo.se of the whole or part of the undertaking of th.e 
eompimy '.' be omitted from tbe ame;ndmen:t under discussion' . r 
I'· , 

The HODourableSir Nripendra Sirca.r :. It is. not objection -for t~  

~ of objection that I am taking : wha.t I want to know is this : he wiD 
have no power to refuse transfer of shares: will he have the power to 
aecept transfer of shares 7 'r 

Pandit GoviDd Ballabh Pant : Yes : if they want to refuse,· thett 
the ~ t  mtlBt refuse, not the managing agent. . 

: itIr: M.·S.hey (Berar Representative) : May I just point out how, 
it will read then? It will read: . 
"  A managing. agent shall not ex!'reise in respect of any company of which he is a 

man3ginj;!" agent a power to issue debentures or issue any e'1pital or make (,Rlls or refuse 
to transfer shares, or except with the authority of the directors, etc.,  etc., to invest' 
funds ..... ' . 

. . ,The authority of the directors relates only to the iflvestment of 
funds. It has got notbing to do with what g(leshefore. I believe t~  

amendment as it stands takes away the powcrs of tbe managing agents In 
respeet of these matters: and that is not thf; object of the Mover ~  this' 
amendment, I know : but the "I'\' ay in which he bas ~  his ~ ~  

~t~  this difficulty:. 

:.·,JIr.Bhulabbai' j. Desai ~ h ~ may I Jloint this oute!. PerQaps, ih .1 clear tJie ~ t  It. ,is t.rUe that in so far as the am:endment .. ~  
~  ~~  it'-w.ill·takp· a-way !l"om the. managIng agents. ~  
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lMr. Bhulabhai J. Deiat] 
txerr.i6e of the three sets of powers there mentioned. But it is not neeea-
sary to say " except with the authority of the directol'S " there for this 
reason. In mallY of these cases you do find these powers not merely 
delegated ad hoc, but generally delegated in the sense that it appears as 
among the powers of the managing agents. And what is intended is that 
they should not be included in the powers of managing agents. h ~ 

is no need to delegate anything. If the directors say, for instance, we 
&hall issue calls or we shall refuse to transfer shares, there is no fu.rther 
~  for any delegation whatever. Therefore, if the objection .s that the 
directors cannot delegate such power, it is an objection without substance 
because they have exerc:sed it themselves and there is no occasion for 
delegation. For instance, the directors may refuse to sanction a transfer, 
the directors may issue a call. Then there is no point in saying that the 
managing agent may do so with the sanction of the board of directors. 
There is no point in saying that, and the object really is to safeguard the 
existence of generill powers" conferred upon the managing agent in this 
behalf, taking them away entirely from the directors, for it is 80 pQSsible 
"'" do by means j)f articles. . Therefore I would ask my Honourable friend 
to reconsider this matter and accept this amendment. 

Mr. T. Chapman-Mortimer (Bengal :. European) : I should like· to 
,place one or tWo considerations before the House before we vote on thi. 
question. I would agree with my Honourable friend. the Law l\{em.bei'. 
The words are, " issue any capital or make calls or dispose of the whore 
or part of the undertaking of the company". In regard to both these 
points, as has already been pointed out by various" speakers, the directol'll 
will have no power to delegate this power to the managing agent by virtue 
.r this very Bill which we are now passing. [n regard to the third point, 
if it is going to be taken away from the managing agent to act under 
general authority from the directorlr-to refuse to transfer shares,--8JJ 
enonnoull amount of detailild work is going to be thrown on the directors. 
'the usual practice in company ~~t in a matter of this kind is 
for the directors to authorise the managing agent within certain limits to 
refuse to ttansfer shares. Very often t.he refusal has to be on purely 
technical grounds. All these have to be reported to the board and the 
board will certainly not authoric;e the managing ap:ent to refuse to transfer 
shares except for some very techni(·al reasons. If you are going {o say 
that the directors cannot delegoate this power in a general way you are 
going to make business extremely difficult. I oppose this amendment. 

Mr. T. S . .A.vinasbjJjngam. Chettiar: I beg leave of the llouse to 
withdraw my amendment. t, 

The amendme:nt was, by leave of t.he Assembly; wiof:hdrawn. 

.. Pandit Govind BaUabh Pant: There is ail ~~t in:my name, 
No. 117, on this very subject. With your permissibn, I 'WOUld move only 
"this much : k, 4 ."; .  . 

'. .. " 1: ,- :'! ~  ·.t 

." "That in clause '-2 of the -Bill. jn the propoaed seetion 81G, after tJle ~  ',OF I 
·-the worda ' lI.Dyeapital 01' ~  calla or ' ,be inserted."" , ". " '., 

~ ; .. ~  

I omit the words " dispose the whole or any part of the ~ ~ 

of the ~  ~  transfer Of she.res or " •. The amendment 
in' t!ie-shape ihwhieh, 1 have ~ it ""va-y ~ ~  If 
Honourable Members J't!lrll" claUse· 8m they 1h"1l-:fbid""thlit'· a ~ 
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agent will have no power to issue any debentures. The matters covered 
~ my amendment are much more important than the issuing of deben-
hIres, such as the issuing of capital or making calls. And I think all 
bllsinilss me,n in this House will accept that these matters should not be 
left to the discretion of the managing agent. So, I move that whenever 
snch occasions arise the directors should dispose of them, if not the com" 
pilllY itself, and in no case the mana,ging agents. 

Mr. President (The Honourable Sir Abdur Rahim) : Amendment 
moved: 

" That in clause 42 of the Bill, in the proposed section 87G, after the word ' or ' 
~  words ' any capital or make calls or ' be ~ t  

The Honourable Sir Nripencinl, Sircar.: Sir, it is rather difficult 
to adjust oneself to rapidly changing ame,ndments. It strikes me in this 
way; I have tried to put the words in the clause and it reads like this: 

.  " 87G. A managing agent shall not exercise in respect of any company of which he 
~ a lI1aIlaging agent a power· to issue debentuTes or any capital or make calls except 
;rith ~h  authority of the directors ..... " , ' 

Mr. President (The Honourable Sir Abdul' Rahim) : No, no. ~ 
will read thus : . ,.. , 

i. ,",A ~  a.gent shall.not exercise in respect of any company of which he is • 
~~  agent a powlj1 to ieBDe debentureS.or any capital or make ea1ls or, except witb 
Uie ,authority of the direetors ..... ,., 

: ~  " or" is, kept there, after the word· " calls ". .., 
'The Honourable Sir Nripendra Bircar: I have nothing to add. ... , 

. Mr. G. E. J. Bobartaon (Burma: European): On behalf of ~ 
.. European Group I submit that such last minute amendments are reall)-
·Tery confusing and it is rather a complicated subjec:t. Even my Honour-
able fl'ieud, the Law Member, is finding it difficult to keep up with theI8 
lnst minute ame,ndmeD'tS'. Apart from that, I really cannot see w1wit 
. iitference the amendment now proposed makes to the existing positiQ,D. 
It simply wants to provide that capital may not be issued or calls may not 
lie madc without the authority of the directors. . . . . . . 

. The Honourable Sir Nripendr& Sire&!': No, no. He has added 
.nnother " or " now. 

Mr. G. B. J. Robertson: It is rather difficult to follow. 

Mr. BhuIabhai J. Des&i : The matter is very plain, and ~h great 
deferencE', I may say that there is no confusion. The rest of the .Act 
is far mope difficulh than this simple point. All we wa.nt is that ,the 
managing agept shall not have tl:he three sets of powers. • One set is 
. alI:eady ~ ~  ip, 'theL section, namely: the issue or debentures. As 
regards the IsSue of capital and the makIng of calls we want that tbey 
"IOuld be. reserved for directors, or, if the articles require, for the com-
lfaDy'in ·general meeti,ng. The point is that the managing agent shall 
Dot get the right to exercise both these powers by a ge,neral article 'm 

~ CIiat· behalf. . 
~  r _. f . 

~ :<: .1Hr Le.die 1IadIo1l (Bombay :' ~ ~  :. nOel Dot Reg1;llatioll.'.'11 
~~ .• ~ is ~ ~  cover' ~  ~  th ~  . .. 
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~  " Mr. Bhula.bhai. J. Desai : No" it does ~  It is ~ t  to th ~ 
l'egulations. This is a common form of t ~ call It article, ~~ 
,,-ill excuse my using it, because that was. the orIglD.al name. It stil;l; 
leaves power to the company under an article whereby the two ~ 

nOw the subje"t of discu.ssio;n, could form part of the powers of the 
J;lUmaging agent. What we say is that that should not be so, ~ 1; 
think we axe right. Directors are the persons to make calls or lS8Ue 
capital. There is nothing severe. 71 certainly does not cover it. 

:'Sir Cowuj'i .Tehangir (Bombay City: Non-Muhammadan Urban):, 
May I ask Pandy'; Pant whether he has deleted the word " or " or not,. 
because it ~  make a big difference to the answer. 

Pa.ndit Govind Ballabh Pant: The amendment as it now st.andJ 
rendBthus : "any capital or makes calls or". The word ~  or" is ;not 
cieleted. I 

l'tIr. F. B. James :In that case we have no option but to oppOd 
it. 'If the words are as I understand them, then the m.anaging agent. 
shall not· do these things. What happens in othe case of directors wish.itlJi 
to delegate powers to agents ! We cannot possibly accept' it. .,T 

iiMr.Bhulahbi.il. DeiI&i. ,: It' isa mere 'assertion. " 

Mr. It'L S. Alley: If the section is worded like that, shall t~  
managing agents have the power to do these thi,ngs' Is there any clause 
debaiThig them' from doing ~h  things. Can he do it with the authoritY. 
of the directors' .' , ' 

Mr. Bhulabhai J. Dettai: I think my Honourable friend has not 
underst00d us,' I have .admitted tlmt even' With the authority ..of the 
di,t:ectors be shall not. be able to do it. There is, an explanation" othat 
there is no need for such a delegation haviitg regard to the sUbject tt~ 

of the three points.O;nce the directors decide to issue debentures,tO 
L'I8Ue capital and to make calls, there is no queStion of delegating that 
ptilwer. :. ': 

,"r! 
Sir Cowasji Jeha.ngir : Mr. President, much depends upon ,vhethe. 

you retain that word ' or ' or delete it. I undent.,and that the Mover of 
the amendment ~  that the inanaging agent, with the approval cd 
th~ directors, shall make calls. 

~~ t ~  Ballabh Pant: No. What I am proposing U! that 
the declSlon WIth respect ,to these matters should be taken by the directors 
themselves. Once a decision is taken by them, the executio.n of the 
decision will certainly rest with the managing agents. I do not want 
t~  managing .agent <:0 possess the right of deciding these things. :h 

,: . Sir Cowasji. ~  I am not a lawyer. There are two veq 
et;nment lawyers In thIS Honourable House. ~ to me, a. layman' 
if the word "or" is retained, it will mean that the directors cannoi 
nli1ke calls except with ,the -sanction of the shareholders. It ~ me8:ti 
tJl8,t they cannot issue debentures or issue capital. If that is so . I wm 
~t  oppose 'it. . .' "  ,  '  : ','! 
"" " ',',,' , ' •• ,'!{ 

Mr. Susil Chandra Sen (Government of India: Nominate'tf Oftt: 
cia]) :. I th ~ t:bere is Q. Il'o()d deal of confusion in the m.i.nds. of .. meJnber • 
. 'hoHt'tbi'!ftmenotilent. ~ ¥Y. t~~ ~ ~  t ~ t~ ~  ~  ~ 

. .' ' .. :., . :.A ';" '. :":'tc'," 
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tion, made the object of the amendment clear. The object of the amend-
ment is to debar the managing agents at all times from exercising th!ee 
pl)wers, namely,the power ofissui,ng debentures, the power of isso.mt; 
capital and the power to make calls. The question is whether a ease has 
been made out as to why the directors should be debarred from delegat-
ing these powers to the managing agents at all. As regards the ~ t 
one, there is' no trouble, because we are all agreed that the managmg 
agents should not issue debentures and that too on very good grounds, 
because the issuing of debentures means charging the assets .of the COUl-
pany and that is a power which they should not exercise. As regard8 
the other two matters, I venture to submit for the consideration of my 
Honourable friends that they. stand on a different footing and I do not 
think. my friends can place the three matters on the same level. The 
aeeond matter, namely, the question of issuing capital we ha-ve discussed 
tllreadbare. We discussed the same question with relation to the pDWers 
Oi.:the· ~  A,s I said on that occasion, any sharehDlder who· .buys & 
sltare in a company knDws exa(fuly what the. capital of the company is to 
~ t of, in what class of ~h t may be divided and he always knDWS 

1ha;t there is power in. the directors ~  thQSewh.o have the management 
tv call up the lUlissued, eapital to· the exte.nt which has been notified in 
ijte memorandum. . Now, Sir, the question is as tD whtf..her this should 
btI,limiW fDr exercise only by the directors· ()or whether it may be delegated 
UDder. the power· .of ~ t  by the directors ·to the JIUln.agingag.enta 
WhD after aU -.re".only agents· of the cpmplUlr.·· h~  is :Dne aspect whiCh 
ii Jl,pp'ears my HDnOurable friends opp6site bave ~ t considered. It :is 
this. A ~ t  in ordel' -to :be ~ t  mUllt· be by the entire· ~  
With all the safeguards h ~h  h ~ nDW provided about the consti .. 
t ~  ,of the ~ about -the attempts :tD . make it independent .of . the 
control of the managing agents; why should we suspect tha·t a delegation 
mnde u.nless by the entire board is confident. it wDuld not be abused. That 

t~  point which I ~ t my Hono()urable friends tD cOW!lder and I 
think that if the Board unanimously choose to delegate such 8: pDWer,. it 
can be taken that it has been left to the managing agents without any 

~  of its being abused. The third matter cer"a.ai,nly stands on a muc;h 
~  footing, if I may be pardoned for saying so. The making of calls 

ill nothing but the enforcement of a liability which has already been in-
curred by the shareholders. Once he has subscribed for the shares, the 
!;luireholder runs the risk of the calls being made on his shares. The 
question is as to ·the time when t.he calls should be made. In the case of 
a <:0wpa:ny under the management .of a managing agent they have been 
eontrusted with the management. as appears from the very definition he 

~  the entire control of the company a.nd is it so very surprising ·that the 
(JlrectorR, who when they appoint them should be given a free hand tD 

~  thf-Y sho.lld leave the .question of the enforcement of a liability 
"'}Hch has been incurred by the shareholders O!:O the managing agent. 
I ~ t  Sir, th~ third lOne is the weakest of the lot. On the whole, Sir; 
r rriaUy want my fdends· opposite to answer and agree that it would really 
serve no good purpose by insisting .on this amendmeno!:. 
," :. 

, 
.: Mr. S. Satyamurti : Sir, I am surpri",ed that. my frip-nd, . Mr ... .Susil 

~~  after.-his return ~  Calcutta> h~  t!lke: ~  this II.ttitude • Qt 
Mtllecevtmg a reasrnabI.e·amendm@ht hke thIS. t wan.t. to. de;t1. WItli 
. t ~  q>'"!Stion ; . of ~t ~  as h~ arliclewfIJ' ~ it will bhl,. 
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[Mr. S. Satyamurti.] 
,  I 

mean this that the directors cannot, under any circumstance:., delegate 
this power. What is the delegation my frIend is thinking of Y ~ 
IIlay be in the actual article itself. Although the directors maybe 
there the articles may provide that the managlng agent may make ~  
or ~  capital. Then, there is no ~t  of the t ~ ~ 
being applied at any time, whereas, if on the other hand, my frIend con· 
templates specific delegation from time to time, as the Leader of th, 
Opposition pointed out, the very act of the delegation is complete for thi4 
purpose. There is no need for directors to meet, except for tl1is. 
Where they·will make a further call, they may generally delegate tl..llt pow'-'r 
to the managing agents, and then they go out of the picture altogether;, 
and the managing agents dominate the show. I think this ~ 

ought to be accepted. ~ 

h ~ ,secondly" as. :regards the issue of capital or' the making of eaus, 
can my friends deny that they are really important matters forfinaoofDt' 
the· whole ooncel'n:7 Why should they not leave it to the dirtctors them-' 
seh·es to decide these questions from time to time 7 After all, they are 
~ t everyday occurrences. They oceur only onee in 'a way; If they do 
:.oocmr" wlu!.t Is·wrong in asking the Directors to decide the whole queStion'" 
·:Moreover, Sir; is not the power to issue debentures never·to be exe:reiS4IJ 
'by the managing agents' I do not see how the Gove'rinnent ~ 'cOil· 
llistently object to equally important powers, like the issue of t~ ~ 
the making of calls, being vested in the directors themselves. Moreovet-, 
they hft,\,,(' already accepted the position under Amendment No. 10, ·tht 
-60 far as the selling or disposing of the undertaking of a. company or 
remitting any debt is concerned, they ought to go to the company. ~ 
far as this section is concerned, it will be found that all these powers may 
be delegated to the managing agents once and for' all by the articles ... ;1 
}lave not yet heard a single argument as t.o what business interests Will 
be affected by accepting this amendment. 

My friend, the Leader of the European Group, asked a question of 
the Leader of the Opposition, whether Regulation 71 does not oontemptata 
tbese things. It does not, but I take the meaning of that question is 
that, so far as he is concerned. Regulation 71 contemplates these things, 
and he has no objection to that ...... . 

Mr. F. B. James : No. 

Mr. S. Satyamurti : My friend Mr. James says" No". I 11m talking 
of the JJeader of the European Group, but I think his question was a 
bOTifl fide question. and he wed that question for the purpose of elucidat-
ing the matter. The Leader of the Opposition answered that. Therefore, I 
have yet to hear. except that they are against it,' why they ought not 
to ~t this posit.ion. I want to put it to the Leader (1f tlw Congress-
Nationnlist Party, my diRtinguished friend, Mr. Aney, as to Why lie tMnkl 
this power ought not to be vested solely and exclusively in'the directors ~ ' ... ' 

rr' " 

Mr. M. B.Aney :  I have only tried to explain the ~ of : the 
clause as it stands. 

'!. 1IIr.· B. Batyamurti :  I am glad that ·my friend ::accepts the t ~ 

that. so far as these thr.eepowers are concerned. they can. and may 'welt be 
:vested in tbe t ~ ~~  ,f!!4'. I want the Hbtisfi t(,.look h ~ 



from a dispassionate point of view. If the power to issue debentures can 
be exercised only by directors and never by managing agents, even by 
delegation, I say the case is stronger with regard to the ~ of cB;lls. 
These managing agents are not the owners of the company. Supposmg 
they have mismanaged the company, and they want more money, the! 
ean ask for it without the shareholders having any voice at all. Is It 
right, Sir, that the shareholders' representatives should have no voice' 
I put it to all shareholders here. They should think either of a general 
or specific delegation. Specific delegation is an unnecessary waste of 
time, because if the directors meet and decide on the 2nd of OClober, 1936, 
to make specific calls, there IS no need for delegating their power to some-
body else. They can straight away decide it. Similar is the case with 
regard to the issue of capital. Sir, it seems to me that no business 
interests will be affected ; on the other hand shareholders' interests' wiu 
be protected by the, directors meeting and deciding tqjs, ~ t  

~ t  I support the amendment, and I hope the House will accept it. 

Some Bonourable!lIembers : Sir, the question inKY' now be put. 

Dr. Ziauddin .Ahmad : Sir, I think this amendment appears t() be 
• "re41Sonable (me,' because the responsibility for the administratipn of'!, 
,lOllcern rests with the. directors ; they are primarily responsible for the 
rood administration of any company. Therefore, it is very fair that 
..they should know when the capital should he increased not only in regaTd 
to the issue of debentures but also in regard to the issue of fresh capital. 
With these words, I support the amendment. ' 

1Ir. President (The Honourable Sir Abdur Rahim) : The question 
is : .' 

" That in clause 42 of the Bill, in the proposed lIection 87G after the word • or ' 
tile words ' any capital or make eal1s or ' be inserted." ' 

The Assembly divided : 
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Jogendra Bingh, Birda.r. 
Joshi, Mr. N. M. 
Kailash Behari Lal, Babu. 
Lalchand Navalrai, Mr. 
Mudaliar, Mr. C. N. th ~  
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Parma Nand, Bhai. 
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Saksena, )fro Mohan Lal. 
Satyamurti, Mr. B. 
Singh, Mr. Ram Narayan. 
Sinha, Mr. Anugrab Narayan. 
Rillha. Mr. Satva Naravan. 
80m. Mr. 8m·Yva Kutiar. 
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:BUIIIJ, Mr. L •. c. 
Chapman·Mortimer, Mr. T. 
Craik, The Honourable Sir Henry. 
Dalal, Dr. R. D. 
DeSouza, Dr. F. X. 
Dey, Mr. R. N. 
Ghuznavi, Sir Abdul Halim. 
Gidney, Lieut.·Colonel Sir Henry. 
Grant, Mr. C. F. 
Griffiths, Mr. P. J. 
Grigg, The Honourable Sir ~  

lIidayatal!ah, Sir Ghulam Hussain. 
Hudson, Sir Leslie. 
.Tames, Mr. F. E. 
Jawahar Singh, Sardar Bahadur SlU'dar 
Sir. 

Mukherjee, Rai Bahadur Sir Bawa 
Charan. 

Naydu, ·Diwan Bahadur B. V. Sri m.tl 
Rao. 

Nind, Mr. W. W. 
Noyce, The Honourable Sir Frank. 
Rajah, Rao Bahadur M. C. 
Rau, Mr. P. R. 
Rau, Mr. P. S. 
Robertson, Mr. G. E. J. 
Roy, Mr. S. N. 
Sarma, Sri Srinivasa. 
Scott, Mr. J. Ramsay. 
Sen, Mr. Susil Chandra. 
Sha.rma, Mr. D. 
Singh, Rai Bahadur Shyam ~  

.Tehangir, Sir COW'asji. 
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Sirear The Honourable Sir Nllpendra • 
Khan Bahadui' ~  Mr. ~  n. 

Thome, Mr. J. A. 
Lal Chand, Captain 
. Chaudhri.· 

Baa . Bahadur TottenhlUn; J,1r;' G. .R" F. ' . 

Metcalfe, Sir Aubrey. 
~  Mr. J. 4-
. Mody, Sir H. P. 
,. ·)(otg8.n, Mr. G." 

. The .motion was .negatived .. : 

WitheringtQn, }lr. ~  . 
. Yakub, Sir Muhammad; .. 
Zafrullah Kiian:, The . Honourable . s-Ji 
. Muhammad. 

. ... . , 

The Assembly then adjourned for LUnch till Quarter Past Two --'ot 
the Clock. . ," , .. 

The Assembly re-assembled after Lunch at Quarter Past Two of tht 
Clock, Mr. Deputy President (Mr. Akhil Chandra Datta) in \.hc Chair. 

ltIr. Deputy President (Mr. Akhil Chandra' Datta) :  I think we 
have finished Amendment No. 117 .. ,Amendments Nos. 118, 119, 120 and 
121 stand in my name. They will stand over for the present till the 
resumption of the Chair by the Honourable the President. . 

Sir OOW81ji Jehangir : Mr. Deputy' President, I beg to move: . 
" That i.n clause 42 of the Bill, the proposed section 87H be omitted." 

This section runs as follows : 
"  A ~  agent shall not on his own account engage in any buslnell8 which:u 

of the same nature as the business carried on by a company under his management." . 

Sir, whenever au amendment has been suggested in this Rouse. my 
Honmlrabl'" friend Mr. Sen. has been pointed out ~ an atlthorit-y, atld ll'is 
report llas ~ht forward as an argument that the H()Il.'>e sllould 
accept it. I propo8e to flo the same thing. This iq an amendment whi<\h 
was not suggested by Mr. Sen in his report, for very good rtUflfll'l. It 
"\Vas su!!,!:"('sted, I believe. by the committee of experts that wag appointed 
by my fril'nd, the LeanE'r of the Hou"e, to help him to 'draft this. B;il. 
Now. Sir, the amendment in sh<>rt means that a ~  agent ~h  riot 
do tlle fmme kind of businpss as the bmfness of the company of "hieh he 
~ t ~ t ~ t .. I feel, Sir. that this will uuse; ~ t  

inconv(,llience, and, what is more, it will ~ a ~ t  our ~~ 
expansion, and thereforelsuggesfit-s oniissioii; I can give Y9u OJ!.e 9J". 
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instances from my own experience. Take the case of a "mana.,oing agent 
who has also some other investments. I will take the instance of a com-
pany with which in our part of India we are most familiar, I mean a 
eottonmill company. A managing agent of a cotton mill lends his own 
money-it has nothing whatever to d'o with the company of which he is the 
managing agent,--on a mortgage of another cotton mill. That cottol} 
mill company is not able to payoff the mortgage, and the next thing that 
he may have to do is to take possession of that cotton mill. I am not a 
lawyer, and I do not express any opinion whether under this section he 
eould be a mortgagee in ~  I have consulted some lawyers, and 
I have been told that there is nothing to !,revent him from being a 
mortgagee in possession. BUi after that, th... next stage is that he will 
have to buy up the mill. Then he becomes the. owner or the proprietor 
of that mill. Therc cannot be the slightest doubt thai he cannot be the 
proprietor of a mill while continuing to be the managing agent of a com-
pany which runs another mill. Well, Sir, under those circumstances, 
~h~t  is going to happen 1  I presume, the only alternative for him is to 
~~~ t the mill which. comes into his possession into a limited company, 
but that cannot be done immediately .. Some time must elapse. That is 
(llle ~ t  . 

. , Then there are gentlemen who do the business of selling llgents j they 
"Bell cloth. I know of some cases where these selling agents, very big 
bUSineSsmen in themselves, are also managing agents of cotton mill com-
·panies. Under this clause they cannot be both. Either they give up 
their businesS as selling agents, or they give up being managing agents 
of a cotton mill. The business of a mill company is to manufacture and' 
~  'Cloth. Well, if th ~ is a pe:t;1on who is. a selling agent, vie., who, 
.-buys and sells cloth, he IS also dOIng the busmess of a managing agent 
8f' acott()D mill. Under these circumstances, I am advised that under' 
this section it may be held that he cannot do both businesses. 

Then take an investing company. I am again advised that if a man 
is the managing agent of an investing company, it will be very difficult 
'fOf' him to be the managing agent of any other company. These are only 
a few instances which I give from my personal experience in my part ot 
the country. They may be multiplied by others in this House with 
experience of other parts of India. I believe the same would apply to' 
A. ,jute mill. It will also apply to many other industries . 

. ; . The object of this Bill is not to hinder the expansion of industry in any 
way but to so control it as to see that the managing agency system, that 
I;tap heen abused in the past, wil1 not be abused in the future. It is a very 
tan order, but that is the aim and object of the..<;e clauses-not to hinder 
them in any way, not to. hinder the expansion of trade or industry, but to 
~ th t industry is carried on in a way beneficial not ~  to the country 
Itself but to the ~ agent."I themselvps and to the shareholders. I 
venture to suggest to my Honourable friend, the Leader of the House, that 
this clause is not conducive to fulfilling the principle I have jmrt laid 
down. I contend that it will be a hindrance to the expansion of industry. 
ft has been said over and. over again in this House by all sections that there' 
are oomparalively very few men in this continent of India who interest 
iheml!elves in industries. There are fewer still who can promote new 
~ ~  :flDd therefore ,those who are already interested in industry are: 
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lSir Cowasji Jehangir.] 
more likely to .promote other industries than those who have up till now 
have had no interest in an industry. Now, you will prevent all these 
persons, already interested in industry, from helping to expand and enlarge 
the sphere of industry all over the country. Well, Sir, under these cir-
cumstances, I will not enlarge very much more upon a good cause, to wha' 
appears to me to be a tired House. And may I appeal to the Honourable 
t1H" Leader of the House (An Honourable Member: Appeal to the Lt'auer 
of the Opposition) ;  I will content myself at present with appealing to the 
Leader of the House and I trust I shall have the sympathy of the Leader 
of the Opposition in the amendment I have moved. I place it before the 
Bouse for favourable consideration. 

Mr. Deputy President (Mr. Akhil Chandra Datta) : Amendment 
moved: 

" That in clause 42 of the Bill, the proposed seetion 87H be omitted." 

Mr. Bhulabhai ~ Desai: Mr. Deputy President, I quite agree tn' 
the Honourable Member appealed to another corner of the House. H. 
fully realizes that he wants this omitted in order to meet what he hiJrurelt 
described as a single, possible, hard case. (Sir Cowasji J ekangir : "I 
mentioned two or three.") Well, so far as I am able to appreciate them. 
they fall in the same category; I may be wrong. The case that he men-
tioned was a case something like this, that a person who is the managinc 

~ t of a company happens to have lent himself to another company ;111i4 
th(;refore, either as a mortgagee in possession or as a debenture-holder he 
i&-normally he would not do it if he can help it,-in the ordina17 
language of commerce, landed with this particular mill on his hands : and 
if legal opinion  has any value, I can assure him that the classes of C&iI8 
that he thinks of are not at all hit by this section, but, for fear that they 
may possibly do so, you are destroying a very salutary provision of the Act. 
'1'he provision of the Act is ..... . 

Sir Cowasji Jehangir: May I interrupt my Honourable friend' I 
said that at first he is the mortgagee in possession, and I expressed doubta 

~  whether it fell within the mischief of this section. Then. arter 
becoming the mortgagee in possession, he has become the owner. That u 
the next step, he has become the proprietor. 

Mr. Bhulabha.i J. Desai: My friend only satisfies me and the House 
that the case is becoming narrower and narrower still} because so long lUI 
I resolve his doubt to the stage of being the mortgagee in possession :md 
as such the managing agent, be concedes me ~  the possibility that 
be may not be 'hit by this but he then says, " the court may pass a decree ", 
and then says he, " possibly he may be the purchaser and nobody else ". 
then" possibly he may still want to run it on his own". Therefore, aa 
frill go further and further, you see bow less and less are the possibilities 
fer which he wants to make a law. It is therefore not_right, ~ ~  of 
t'bis character which are hardly like1y to arise and which cam be ell$i1y met 
and of which the instances must be extremely few, to destroy the salutary 
principle in 87-H. And here I won't even speak for myself, though. 
g('nerally speaking, my mind, I may honestly confess, works more on wh:tt 
I conceive after due deliberation to be right than in the direction of quoting 
twenty or thirty or fifty .opinion"! in mv favour. But as the custom here 
stands. I may point out to the House that practically an the Chambers of 
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COIUlJ)t'rce have accepted the principle of 87 -H, as it now ~t  and 
. what does it say 7 It only says tms that, while you are managing agent 
of one concern, you may not on your own private account have a competing 
blliiness, and I do not wish to take much time in order to tell the conso-
quence.'1 of this sort of conflict of " interest" and" duty "-generally, 
." we know, the " interest" is advanced and the" duty" is sacrificed. 
It is only human thnt it does so happen and I therefore do ask my friend 
to consider again whether he would really insist on destroying a good 
section for saving a possilM bArd case. 

Bir Leslie Hudson: Sir, if I heard my Honourable friend the Leader 
of t'he Opposition aright just now, he said that the majority of the 
Chambers of Commerce were in favour of 87-H. My reading of the 
opinions sent in after circulation of the Bill is, however,. that practically 
pvcry Chamber of Commerce, Indian 8.'1 well as European, was definite!]' 
against the provisions of 87-H, which were variously described as imprac-
ticable and unnecessary. The Select Committee themselves had the 
gn:atest difficulty in framing the present sub-section in the Bill and the 
Select Committee themselves found It extraordinarily difficult to clarify 
tHe section, and I contend that the result is still a very unsatisfactory solu-
tion. It is vague and ambigugus. The section as framed in the Bill before 
the House would leave managing agents in the position that a managing 
agent would contravene these provisions if he happened to carry on for 
his own gain any business of any description which was similar to that of 
lilly part of the company for whom be is managing agent for any part of 
tuat business. I contend that t'he section even now is so vague and 
ambiguous that it could only lead to controversy and extensive litigation. 
The term used " they are not of the same nature as " could be interpreted 
by the courts in such a manner that there would be restraint of trade, and 
t}lat was definitely not the intention. (Ironical Laughter from the Oppo-
sition Benches. ) It would be so ..... . 

Mr. Bhulabhai J. Desai: I have never known this theory advanccd 
bef:)re, where a oompeting business is prevented ....... . 

Sir Leslie Hudson: Takp certnin firms whom my Honourable friend 
knows as well as I do, where they have businesses which may include the 
managing agency of a cotton mill and whose business may also include the 
importation of cotton piecegoods from overseas. 

Mr. Bhulabhai J. Desai: rrhat, I think, is wrong. 

Sir Leslie Hudson: After all, the trade of this country is not to be 
entire1!, for. thr. present ;,t any rate, enclosed within the very high taritl 
walls In WhICnlt has 'been surrounded. After all, there must be some 
bnsiftess with outside countries and there must be some exchange of trade 
"l'ith outside countries. 

"iJ .. 

Mr. Bhulabha.i J. Desai: We nre only trying to break the rigours 
of monopoly. 

Sir Leslie Hudson: There is no monopoly about it at all. I still 
contend that a provision of t'his sort is going to put a restraint on tra.}e 
811d that in this country or in any otber country this is not a public polir.y. 
I' r.trongly ur!re the House to accept the amendment moved by my Honour-
ahl .. friend, Sir Cowasji Jehangir. 
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'-;::Kr::JI. S; A:sJ.fiy ':1 think that ·the provision as it stands looks ~ 
dunbt very salutary but· I tee! one or 1.wo aou&)ts and 1 believe eltner m.Y 
Honourable friend, the Leader of the Opposition, or the Leader d the 
House, will help me in clearmg those douuts. }i'irst 'of an, I want to know 
whether a pt\rlson who has got certaIn uusmess aireaay m existence wid be 
debarred under this clause from beeoming a managmg agent of anothet 
concern' 

The Honourable Sir Nripendra Sircar: No. 

Mr. Bhulabhai J.. Desai: He can be a managing agent of as many 
concerns as he  likes on his own account. 

Mr ... S. bey: .Section 87-H says: 

. "A managing agent shall not on his own aecount engage in any business which 
i'B of the same nature a8 the business carried on by a company under Jus management." 

Now, he has Qn his own account a business already in existence. FOJ: 
a similar business a company is started of which he ~t  to be a managing 
agent. Now, when business on his own aecount is already in existenc.e, 
would the existence of that business come in the way of his becoming a 
~  agent T .... i 

Mr. Bhulabhai J. Desai : Yes. 

:Mr." B. hey: Why this clause should not be a bar in the case ~ 
other concerns 1 ' .. 

Mr. Bhulabhai J. Desai: It is a bar. 
:Mr. B. Batyamum: Sir, I am surprised at the courage of some of 

these managing agents here, who are trying to take away from this mU; 
Poven sue'll a modest provision as is to be found in 87-H. Their appetite 
seems to grow by what it feeds on. Thanks to the somew;hat accommo-
dating nature of the Government, I see the managing agents are at their 
olugame again. After all, what does the section say Y It simply :says 
tbat a managing agent shall not, on his own account, engage in any busineSIJ 
which is of the same nature as the business carried on by a company ~  

his .management. We have been. told all these days that these managing 
e.gents must. have their contract respected, their remuneration respected,; 
and they must have at least 20 years because they are people who combino 
ill themselves ability, efficiency, sacrifice and what not, and without them 
the industrial development of the country will come to a standstill. Now, 
Sir, this section simply provides that if a managing agent is paid a hand-
some remuneration by the company for giving an his time, his energy. his 
talent, and his capacity, he ought not. to have a competing call on all these 
great and enviable qualities of his by another company which he is carry-
ing on on his own account, and which does the same business as the business 
earriPll on by the company under his management. My Honourable friend, 
the Leader of the European Group, is always restrained in hi,; language, 
but today he has beaten his own record by saying t t~th  section is It 4 
, rest.raint on trade '. I think somebody has been pulling his leo:. lean-
Mt: understand that anybody can reasonably ~  that this section iii. IIUY 
TeE-traint on any trade whatever, except the trade of managinga,gents. 
Ba.rring that, there is not a single trade .:which is sought to· be covered. by 
fhiE; section. Then, my Honourable friend gave an example which I thinK: 
is conelusive the other way about. ~  ". firm or ~  jncliyidual is 
• managing agent to a cotton manufact1i.ring concern.' . Supposing, at the 



8&Ule time, he carries on on his own ~ t ~  import of cotton piece-
~  My Honourable ~  went into the questlOn of this country 

{wving ~ ~ t articles. I shall, not join iBsue with him on that tt~ 
~  Assume, we have got to import cotton piecegoods, is it ht ~ I put 
~t to the Honourable House and also to the Honourable the Learler of °Lhe 
House, that the managing agent should simultaneously seek to manage a 
company who.se business is to manufacture and selJ cotton textile goods 
Ilt the same time import foreign textiles on his own account Y What will 
be his interest, and what is his duty? His duty is to see that the factory 
or the mill of which he is the managing agent makes the greatest pOSl>ible 
profit, sells in all the best markets, and tries to capture as much of the 
market as possible. On the other hand, all the time on his own account he 
is cllgaged in the importation of cotton textiles. Does it require vel'y 
great imagination to agree with me that that is bound to affect the interestl 
of the company of which he is the managing agent f 

Bil' Leslie Hudson: No. 

Mr. B. Batyamurti: The managing agents can do anything, and 
nobody will su:ifr-r. 

Sir H. P. Mody: The managing agents can do no harm. 

1Ir. B. 8&tyamurti: I am glad to be told by my Honourable friend 
that the managing agents can do no harm. The King, the Pope, the Gov-
el'!lment of India and the Managing Agents ean do no wrong. But I thiDk 
that statement is its own condemnation. It seems to me, being a humble 
t'lyman, and I am glad I ani supported by the Leader of the Oppo.sition ill 
this matter, that, so far as the language of this section goes, it prevenfa 
lin evil which is obvioUB on the face of it, and which ought not to be allowed 
to continue. I, therefore, hope that the Government will not encourage the 
managing agents by accepting this amendment but will put their foot down 
90 that the managing agents may not go on moving similar amendments in 
the future. 

_I'. Bami Vencatachela1Jl. ChettY' (Madras: Indian Commerce) : Sir, 
I quite agree that in matters like this, there is a likelihood of the position 
of a managing agent being misunderstood. It looks to me quite reasonable 
to suppose that if a managing agent has got a textile mill under his control 
tUld he is also IUl importer of foreign piecegoods, that the interests of both 
should apparently conflict. But I am afraid we will be upsetting the 
trade and the business in several lines of articles if we were to conclude 
all at once that in all these matters there should necessarilv be a conflict 
of interest and duty. I do not think in all cases it should' be considered 
that there would be conflict of interest and duty. As a matter of fact, 

~  think of starting indigenous manufactures having hAd 
experie.nce ill. the line of imported goods. They originally started as 
merchants in iIllPorted piecegoods, imported paints, imported hardware, 
ilnpol"ted s.teel, itnported cutlery and all similar goods. Then, they 
began to realise tl1at there was so much of demand and that these articles 
could possibly be manufactured in this country with the necessary capital 
and co-operation and also the help from Government by way of protec-
t.ive duties. Thus it is they feel encouraged in the starting of manufacturing 
i1ulustries. Buot if the prohibitive amendments are accepted, the moment 
tbey begin tQ organize the starting of a factory or an industry in order to 
compete in the article in which they :were originally trading, they have 
L356LAD c 
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, LM.r. Sami Vencatachelam Chetty.] 
, iof to stop the importation and give t'he go-bye to their' busineSS' and 
fJpeCtJ.late upon the possibility of the success of th~ new venture that--ihey 
are undertaking. 'l'hat seems to me a definite set back to the growth 'of 
the industries and manufactures in this country. Moreover, I am glad 
that my Honourable friend, Mr. Satyamurti, has stated the very question 
of piecegoods trade. But it is in that one trade there can be thc iel!st 
contlict of interest and duty. If I may explain the matter by way of 
ill "}stration, there may ,be certain lines, certain varieties of cloth that the 
mill over which one is the managing agent would manUfacture, whereas in 
regard to other varieties of cloth, you might conveniently import ...... ' 

Mr. Bhulabhai J. Desai: That is not competing business. 

Mr. Sami Vencatachela.m Chetty: I am glad, but according to my 
Honourable friend, Mr. Satyamurti, it is competing business and he ~  

st.ated that to he so. He gave that very illustration. 

Mr. S. Sa.tya.muni : It may be that the courts will decide. 

Sir Cowasji Jeh&ngir : More work for lawyers. 

Mr. Sami Vencatachelam Chetty : One has to spend ~ on 
lawyers for these t'hiugs. That seems to me a thorough misunderstanding 
of the position. Moreover there are' numerous cases of commercial fu'lLlR 
wlio are both managing agents of manufactures in this cOuntry and alJio 
simultaneously commission agents in respect of goods which are imported 
frmll outside. Generally in the piecegoods business of which mention has 
t~  made by my Honourable friend, Mr. Satyamurti, these importing 
firillS more or ~  act as indentors for those customers who wan{; to indent 
goods ; they get the goods for them-and pass on. That does not affect, ,80 
far as t'he existing mills are concerned, the interest of those mills. On the 
other hand in several cases, both businesses, both of the imported and the 
i!uligenous manufacture, are going on very amicably and complementary 
to each other. In regard to the various trade agreements which we are 
now entering upon with other countries, we make it a necessary condition 
that Japan may import certain varieties of cloth whereas India must be 
given the choice of manufacturing certain oater varieties without being 
competed by Japa.n and in that case my Honourable friend, Prof. Ranga. 
would very rightly ask for a similar guarantee as regards handloom 
~  -Is it suggested that if a managing agent is the managing agent 
or a manufacturing concern of piecegoods that he should not be allowed 
to deal with handloom products? That seems to me a definitely 
reactionary proposal. As a matter of fact, this matter has been, as has 
been reminded, thoroughly discussed in the SpIect Committee and I quite 
concede t'hat it is very desirable that the ~  agent shoult'l not 
emhark upon a venture which would directly come''into con1lict With til" 
concern of which he is the manager. , For instancfl, if he"is the managing 
agent of a textile mill, he ought not to run a textile mill of his own in 
order that these goods might not come into conflict witn. the products M. 
th(' mill of Which he is the managing agent. I "think all other amendmeuts 
in respect of this would either give more liberties to the managing agent 
or unduly restrict the reasonable position which the managing agents are 
now occupyWg. For instance, if I may anticipate the amendment which 
the European Group has given notice of, namely to add' and is calculated 
to vrejlltlice " even'that phrase seems to me to cut both -.tays. It is ju6tt 
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possible that a business might be considered, even' though it is not aetulllly 
pl'e',iu.t.icial,. to be calculated to prejudice. Thia will lead to 1lDnecesR8l'y 
litigation. Sir, while opposing the amendment of my Honourable friend, 
Sir Cowasji J ehangir, I would' say that ·the existing provision be left 
lUltoQched. 

The Honourable Sir Ifripendra Sircar: Sir, I think the Leader of 
the Opposition was contradicted by my Honourable friend, Sir l.t:l>lie 
Hudson, when the Leader asserted that the Chambers were in favour of 
II ·provision lil;!:e ~ t  87-H. It is quite possible that my Honouru!lle 
friend, Mr. Desai, has put it in a slightly wider form than the OpilliullI 
justify. But I will leave it to the House to judge what is the opin:on 
of the Chambers from what I am reading. This is what the Bengal 
Chamber of Commerce says : 

•• The new section introduced by the Bill, the new lIection 87H appearing in elaue 
115 &II drafted apparently prohibitll a managing agent from aeting for more than one. 
company carrying the same type of businesll." 

I btOP here for a moment. Thill criticism was directed and rigUly 
directed to the draft as it then appeared which prevented a managillg 
agent from running two companies. Sir, that criticism has now no 
force. Now, let me proceed: 

•• This clause 110 obviously destroys the exiBting ma.nagiBg agents contractll and 
prohi1!its futur.e eontracts and apart from ~ th  w.e. ill contrary to. the achievement 
of the greatest economy that the Chamber must strongly oppose it." 

All this is directed to the fact of the managing agent being ~ 

vented from running two companies. I would like to draw theatteniIoD. 
of the European Group, to what they proceed to state : 

•• The Chamber trusts however that the intention is. merely to prevent managiDg 
agents themselves from competing with a company which they manage, a prineiple to 
which the Chamber takes no exception." 

I would ask my Honourable friend, Sir Leslie Hudson, to say whether 
the Bengal Chamber of Commerce has not approved of the principle of 
section 87-1I as it stands. I shall have some observations to make about 
improving that section, to which I shall come later on. So, it is obvious 
that the Bengal Chamber of Commerce is saying that as you havl} 
drafted the provision it prevents some managing agents from running 
two companies ; to that we strongly object, but the Chamher trusts that 
the intention is to prevent managing agents from competing wit.b a 
company which they manage, a principle to which the Chamber takes 
no e;xception. Therefore that bas been approved, the principle under-
lying. this section has been appro"'ed by the Bengal Chamber of ('llm.-
meree. I have got ro ~ some submission later on about the drafting 
of this seCtion:. Now let 'Us take the Bombay Chamber of CODlmerce. 
They'strongly ijppose'lthis section and the opposition as we know ,va.. 
due ~ .1:0 the fact ~h t the ~ as drafted prevented the 
~ ~  agent from running two compame8. The Chamber says : 

•• My Committee stro.gly opposes thiB section.·' 

Then, they. proceed to say, why it is not desirable that the ~  

agent; should not. run two companies. I need not tire the House with 
1.356LAD c2 
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.  . ~~ ~ ~~  ~ ~  ' 
~t ~ tha.t,hasgQlle 6utof the t ~h  ~ h  •. "...; 
~t  , 

f:" hl.y ca.uD1tMe 'C\IIllIlot, tilling themse.lves'to believe either tbil.t it is the t t~ 
of Government to introduce legislation of this nature or tilat Governluent. ~  ... 
this very illappropriate method of doing it. The intention underlying this' clause i4 
pres\jJllal,lly to ,prevent a managing agOlI.l; ~ to himself the ~ which should 
properly accrue to the company. With this my tt~ ale in sympathy, but they 
do not feel called upon to suggest a redraft." 

Now, Sir, what do.es it mean. rl'he Bengal Chamber of CommE:1:ce 
bftys this .is ail admirable principle and all that they want is that the 
lP.anaging agent should not. be prevented from running two cOlllpaniC$. 
That, Idir, has now gone., We have nut suggested that. 'fhe Boinbay 
Chamber of Commerce although they would not help us wit.h a redraft. 
they accept the principle that the managing agent should not oil 
hiB own .account make profits from business which. competes with the 
business of which he is the managing agent. Therefore, Sir, I think my 
Honourable friends of the European Group are rather incorrect in say-
~  that. the Chambers have opposed it. It is quite true that the,\? 
'Opposed, and vehemently, the part of our provision which no longer 
appeal's in the Bill. But, as I have said, I have certain observations 
to make about the drafting and that is this. .AB we have drafted it in, 
the Select Committee, it runs like this : . 

; I. A managing agent shall not on his own aceount engage in anl bllSinees whieJa 
is of the same nature as the buainelB earried on by a eompany under his managemeJl.t. H, 

Therefore, the only description is that the rival business should 
not be of the same nature. Obviously this is not a happy draft, aud for 
this reason. ~ give an illustration, supposing a managing agent haa 
his ()Wll business in, let us say, making b;rieks at Tinnevelly in Madr&& 

h~  hesu,pplies bricks to local people who w.a.nt it ; and ~  
$. company is being run in Assam and they do exactly the same kinu Qf 
business, namely, making bricks. Obviously this will be rut by this see. 
tion because their business is of the same nature. That is not our inten-
tion. The intention of the Select Committee really was,-at any t ~ 

I .. peak for myself,-that managing agents should not on their O\'{n 
aceolUlt start a business or be eli gaged iu a business which may be a 
~  of danger to the business managed by them, by reason of ~

tition. I would therefore suggest to the House, in spite of what my 
Honourable friend, 1\11'. Chetty, said, that they should' ;not agree ·to the 
t!omplete deletion of 87H, but that they would favourably ~  

amendment No. 125 when it comes on later to which I will draw the 
attention of the House. It says : .. 
,. That in clause 42 of the Bill, in the proposed section sm, after the words. 

• which is of the same nature ' the ~  • and is ea.leulated to. prejudice I, be inierted. " 

~  No. 126 would. be still more favourable to mfinaging agents. 
·tJ ()I·) 

I .. hould like to hear what is the fear of the managing !lg.ents if ill 
,  & matter of f!let they are prevented from on their own account rui.niUg 
a business which 'will direetlycompete with the business of h~h theY: 
~ mannging agents. So far as the illustratioIl,9 which h~  hew, ~t  

by my Honourable friend, Sir Cowasji Jehangir, are concerned, I do II,Ot 
. !hiJ).k tha1; any of'thGt will be touched by thiBsectien if this: ~ t  
'1" ac)ded., .!nd'I do not th4$ anybod.,.;will.ruspute, that as.a mat.i.el'ai' 



tact it is lI:ot the right principle that·die t h~  'b'.e 'aUo'ffijl1 ' ito 
~ t th the business which he .is managing with his own private 

buslDeSEo. Therefore my position is this, that 1 hope I ~ not '1'1; 
asked to make up my mind 'as 1;0 whether I ·should either :OPPObe. or 
~ t  as it stands. My -attitUde is that tm,.prmoilple·of'&7.H ought 
W stand bu:t 'the 'language should be improve'd -arill 'I ~~  :st.gg. 
to my ~  friends here.. . . . . . . 

Mr. it A. Jinn&h; With the addititm of the wOrds" ealimkted to 
prejudice ,', Y That would lead to 'ail sorts of difficulties. 

fte ~  >Sir Rripendra Sircar: Yes, I quite agree thl\t in 
lisputed cases the court ,has got to --decide it. But as it stands it is 
ml,lch wider. .All that has got to be proved 'is that the two businesl'{es 
tn't' of the same nature. We have . not used the words" competiug 
business" at all, and One business ~  not be t ~  to ~  

'he other. It -ma,y not be competing with the othel",but yet that is 
'to'ped in by If:he langu<age of 81H. That is my fear. I quite admit. my 
'llononrab-le friend, Mr. Jiilnah's point. that even if 'you put the worda 
t'. calculated to prejudice ". tllat dOes not remove the difficulties, IlIH! 
tt strc'h a sittmtioil arise8 that the'inatte)" has togo to court, 'the court bat! 
lo decide on the evidence, on such evidence as it has, having regard to 
\he locality 'in which the business is carried on, the nature of the busi-
lless, the quantity of goods tlley supply, possibly the nature of the 
consumers, and so on. All those havl' 'got to be taken into conskiua-
'lion. But if some other way could be found wh,ich would be e';£1J an 
jmprovement on amendment No. 125, I need hardly say.that I shall stm 
.mm·e gladly accept it. But my point now is that 87H as it stands 
..aould not be supported and it should be limited by the words appearillg 
in amendment No. 125 or some other more suitable form of words whii·ll 
ean be 'Suggested from an,y part of the House. That i!> my posit;oll .. 

Paildit Govind Ballabh Pant: Sir, I have alwa'ys held that there 
3 P.M. should be no limit to the number of directorships thut 

a man can hold, I am also of the opinion that. -there 
should be no limit to the number of managing agencies that any (",m-
petent and efficient firm may hold. But at the same time I believe that 
it is against public policy to allow any man to enga,ge in a t ~ 

~  on his own aecount, when simultaneously he has to run another 
business as an agent on behalf of a principal. That would be againt;t 
"the very elementary canons of business morality. Now, I may inform 
Honourable Members of this House that the clause that is under dill· 
ftssion in substance agrees with the provisions of many of the arti('les 
of respectable companies 'like tlle 'l'ata Steel Company. In the agree-
ment of Messrs. Tata and Sons with the Tata Stecl Company there i'l a 

~  totpe. effect: th.t the ~  agents. ~  not engage in any 
~  cOmpetmg· WIth the bUSIBl!8S of tlIeprlDCJpaLeoneerll. And. I 
~  Sit' m,om-l'M&dy will :beat me oat that even ill a nspectable. 00J\r' 
~~  'flliat,'·'nut'by ~  -of supreme reliability and dependabilitt 

~ t t~  n··is. ooMidered desirable ,edneccssary tJuft 
"\ltiF ~~ 'J "ihtitJ1dl Hli.taiJi· a . provision to . the '. effect that., ,the 

t ~ ~ lfIIiD ~t t ~  .111' hSitlell8;eompeting with the, tbrui-
. ~  tt ~~ ',,"e ·lW ·.rdoJtdMt'.1.i itheit-'.puigr of t ~  ageil ... 

h t ~t ~t  M ~~  .. ent,.s t(JlW'byi*he .. J&w QonlJ 
make a provision of this ,tn*, .. liNnr,.' if Willl'eIlliJuf:&ito .. ble.: .... 
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~ t Govind 13allabb ~ t  . '. .\ . 
ben of the langUage of the original el:luse in the Bill as it was iniro; 
ilJced..., Section 87H in the .original Bill ran .. follows :. .  . ; . 

.. A managing agent shall not, whether directly or al managing agent f. anotller 
penon, engage in 1.11]'. buainetlll which is of the IIIUIleJULture 811, or h~h is of such. 
JIII&ui'e t~t  it cjirectly. competes with the bUBineea ~  on ~  a company under the 
management of luch managing agent." . 

Under it, the managing agent of one concern. was del:larr!'ld from 
acting as managing agent on behalf of another concern where both 
were run on the same lines and both ,,"orked towards the same er.d. 
~ h t was really a provision which weu.t beyond the t~ of t.he 
case and might. have injured the. growth and expansion of indw;try. 
This has been now restricted to this t ~ t that a managing agen1: is 
deoarred from engaging in business on his own account and for his 
own personal benefit, where such business is of the same nature a:;l 

t.he business carried on by a company under his management. If tlle 
present clause is wider than the original clause, I think the ~ 

lity rests on Sir Romi Mody and other representatives of industry ill 
the Select Committee. They wanted these words to be omitted, " wIuch 
eOlllpetes with the business carried on by a company" and it was with a 
"iew to accommodate them that these words were deleted. I persona.lly 
think that they were mistaken for by omitting those words they huYe 
enlarged the scope of restriction, and I suggest that th.ose ~ he 
again restored. The clause will thcn run thus : 
" Which is of the same nature as and directly competes with tb,e buaiDeBa eanied 

on by a company under his management." 

This language is, I think, better and clearer than the words ., (&1-
eulated to prejudice" whieh is a very vague expression and may be 
interpreted in various ways by various people. I quite agree that if a 
brick kiln is started in Bombay and another in Calcutta by the tlam8 
firm of managing 'agents, there can in the ordinary course be no c"m· 
petition between the two. 

Sir Cowasji Jehangir: Why not' 

Pandit Govind Ballabh Pant: Ordinarily, bricks if carried fl'om 
Bombay to Calcutta will have to pay So much in the form of freight 
that it will perhaps exceed the local price of the bricks themselves ...... . 

Sir Cowasji Jehangir : Why do you take brieks T Take a cotton 
mill. If you have a mill in Bombay a.nd another in Calcutta, they will 
compete' 
. Pandit OoviDd BaDabh Pant: If they do,i;hen the man must not do 
It.. . . . . . " 

.  . If i  . 

Sir Cowasji Jehangir : That is exactly the p<?il'lt' l 

Pandit Govind Ballabh Pant: But my point w this :i.that. if h~ can . 
tarry on business witholl't injuring the interests of' the, company whic.ll. 
he. manages as a. managing agent, -1 wou.ld not stand· in hiswaYJ.. ,U 
there is a real . Conflict, then 1 would ~ t  like· sucll t ~ -.ad: 
Buch sort of employment to be barred .. ,Bu.t ~ t  

tb\" :posjtiOD . and to intrOOuce.neaessa1'yWGrds to. guard aaa4wt the po!IJIIIr. : 
~ .. of .managing agent.a being -;'Pl8Velltled -.frGBI. ~  iJl· twlrip ... 
wb.¥h ~~ t ~ oeni.pete-wi\b.·.,un-,-worku ~~ t  
~ t t  ~ .,ji, ~  .. t ~  O! ~ ~~  



Sir Oowasji Jehangir: }Iay 1 ask what the Honourable ~h  

~ by ".comp¢te " Y o· There .re .two mills in Bombay nudel: the 
f&meJWinaging agent: he .il!l-tbe .proprietor of one and the ,Jllauaging 

t ~  the other., They are not really c(lmpeting in the sellse in \\ 1.i.ch 
my HOllourable fl'iend uses the word. ° , 

° Ptand.it Gcwind. Balla.bh Pant; It depends -on the counts, on the 
quality and the nature of the cloth manufactured by them. If one 
produced· only cloth of 10 counts or 12 counts,and the other cloth of 
between 50 and 60 counts, there is not much competition : but ii 11l)t4i 
turn out cloth of the same quality, say, between 10 and 20 counib ilit.l"e 
4$. obviously competition between the two: and if for example, t ~ 

season is slack and the stocks are lying idle my own apprehension il;--
and if 1 were a businessman-which luckily or unluckily 1 am not-I 
would be Utclined to dispo"e of my own stock first in a slack &eason, 
before selling the goods that I held as ~  agent. 1 need not elal.,..a·aLe 
my argument. This is obvious enough. 1 am trying in fact to help the 
Hcuse in arriving at some suitable form which, while preserving the 
principle of -this ° clause, would not at the same time tend to restrict 
unduly the managing agent in the pursuit of new tieills. I do not want 
to staud in the way d his expanding his business, if it does uut ill 
reality conflict with his duty as an agent. 
Mr. lVl B. hey : There is already an amendment to that e1"fe('t 

under No. 126 by Mr. Satyamurti : it is precisely in the terInS in which 
my Honourable fl·iend, Pandii Govind llallabh Pant, has snggested. 
Mr. T. Oh&pman-Mortimer : Sir, I rise to support the amendment 

of my Honourable friend, Sir Cowasji Jehangir. We have heard the 
Honourable ·the Law Member quoting the Bengal Chamber of CommeroJe. 
and if 1 may, 1 should just like to repeat what the Chamber have said: 
They said that they trust that " the intention is merely to prevent 
lDanaging .Rgents themselves from competing with the company". Now, 
as·1 understand it, the law of agency, quoted by my Honourable frip-nd. 
Mr. Govind Ballabh Pant, makes it impossible for an agent to ~ 

thing which would deprive his principal of commission legitimately -due 
to him ; and in these circumstances the clause as it now stands simply 
is putting into some vague language what in fact is the law, namely, 
that an agent cannot take secret commission or any other kind of 
commission which should legitimately go to his principal : but as the 
clause is now worded-and that ill what we have g\)t to consider in this 
House-it is. so vague that it may rope in all sorts of ~  who do 
perfectly legitimate business on their own beha1f ,'Vithout ip. any way 
meaning to hurt the company under their management It has been 
suggested that if the woras " calculated to prejudice" aT':} introduced 
or if the words " or which is of such a nature that it directly r.ompetel 
with " ~  inserted, this .clause as it stands would . bt: improved. I 
lIJubmit thahthat;wiUnot be the ease. It is ollly improvement to this 
.,xteQt, t~ t  enable people to fight the case out .in cowt. You 
cannot. condUct ,b1JE.iness on those lines : if you have got to go to court, 
or. still :1110 .... ;if ~  ·are ~  to' be, taken to ~ t for everything you 

~~ ° it oecomtls. t ~  : ~ to: dct,·"ny reasonable ~ 
~  ~  ~ t  apart frolQ the het !t,h.,t,.you have to waste a gre&l4. 
~~  ~ ~ t  __ s,aJldiJ..wytt1',l1 ~  you ~  .. Iso ,,to 
~t~  :",eJI. ~  "t_ ,.whiM! ,.qPt; ~ o. ~ ~ . ~ ;l"..r 

~t t ~ ~  Dilm ~ ~ t ~h~ ~ 
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,-{Ilr.,T. Chapman-Mortimer.] 
~  as' it ,is worded or even as ttmended by my' tt ~ ~ frimd.', 
Ik. Satyamurti's amendment, will in 'effect b.e of any use at all. ' 1 
mbmit it will not ; for this reason that if my Honourable .friends 'W'ill 
look at the clause they will see it 811.1s: •• A tnanaging ageJ!t shall not 
... his oum aCCBunt engage in any busit&e81 which is of the·· same· Mture 
as the business' carried 011 by a company under his management ". . Now, 
1 have bef(}re me a memorandum of a newly started company. ObVlousl7 
if a matter of this kind is taken to court, the court will say •• What HI 
the business of the company ,  " and the first thing tht'y will do is to 
find out from the memorandum of association a.nd the articles what the 
bminess of the company purports to be. In this particular memorandum 
~ t I have before me, among other things the business of the company 
is a8 follows : 
II To carryon the buainess of insurance of every deseriptioIl .. , .. " 

I may say that the company is a company that is called the Sale 
Deposiot Company, but it contains in this memorandum a clause which 
teads as above. It contains another clause : 

I  I '}'o acquire and u.ndertake the whole or any part of the business, property and 
liabilities of allY person or eompany carrying on any b'ltsint!S8 which the e.ompany is 
authorised to carryon or possessed of property suitable for the purposes of the 
eOJnpan:}. ' , 

'fhat is a very wide clause. It appears in this memorandum. If 
the managing agent of that company does any of these things, that is to 
eay, undertakes the whole or flIN,y part of any b?tsiness of any person or 
company carrying on anybusi,.ess-I submit that these words are so 
wide and this cla.use as it is no-w :framed is 80 wide, that if it is going 
to mean anything, ordinary business will be so surrounded by h ~ 

l'estrictions from beginning to end that you cannot conduct busmess in 
any shape or form on these Jines. (An Honourabk Member: .. Oh.") 
l\{y friend says " Oh "  : probably he is 110t a business man-he is pro-
bably a lawyer! Take again another clause of this ~

" sell, let, exchange or otherwise, etc.,  etc., shares, debentures or securi-
titas ". What is to be the position of the managing agent of a company 
in such a case or in the case of a company which is solely, for example, 
all invcbtment company? If he buys Government paper, if h(, ~ 

"ny shares, it may some day be brought up against him by some nll'nloot 
of that company that the managing agent has been carrying on busi· 
Dess againSt the interests of his own company. As the clause now 
Htands, he does not have even need to say that. If he merely says that 
the managing agent has been carryihg onc7busil1ess .. on his own 
aecount ", that will do under the clause as it now Btands. I su.brl\it. that 
80rt of thing is bopele98ly- bad law. We are all b.gIItled in priucipm 
that it is a thotouthl;; bad thing for any mllnaging ~ t t  or. tor 'thd 
:Iftaotter, lmy cliTeCt9l', .ot' any ftl8b.kging ~  ~t  my· ~~ t t  

e<nrtPR&y"tB e8.ri'y on buines9 h ~h :isdish,(Ulest' hl th ~  'he'ispbllbiblj 
~ t  jW!: or 'Cott;()Jt-A'nd t ~ .. h th ~  ~ ~  t ~t h  to., 
tJ!mY, and ·whtm the1 ~ht .. · ~t t  profitil, t t ~t  . W,t! 
aD 'mow that ~ ~ I'le)·eari''':"be. ~ t~ t t  

'f.thfh1\, thiir , Ptbt1o.' 'lied ~  ~ ~ ~ t  
~ t  t t t t t t ~ Wr ~ t  ~ ~ t t  
tMh ~  a 'lt1ri __ ~t  t'Hitt .mOkllleMiWliy OfIimall"tilMl 



'.;;1::1 ... ,; ~~~~  

to jnstant dismissal. I submit that the ~ ~ it 'irtattt!W, ot even as 
ltnended, as IJuggested by my Honourable friend, the. Law Memher, or by 
JilY lIonourable friend) M'r. Satyamurti, will still be 80 vague flUe! so 
.\\ide 'as '00 be definitely ~ h ~h will hamp4n' trade wd be' in restraint 
.,1 ·trade as tiIy Honourable friends have said. I . support the ~  
ruent of my Honourable friend, Sir Cowasji Jehangir. . 

- 1Ir .•. Auantbua.ya.nam Ayya.npr : If provision in a similar8ta.tute 
with respe(·t to a similar tra.nsaction can be of any ll.!Je, I can ~~t 
that a reference may be made to a similar provision in the InJian 
Contraet Act under seotion 259. No doubt, there is a separate Partnet-
_hip Act which has come into existence, but the thing is thc iOn me. 
&ctiOll 259 rons as follows : 
" If a partner, without the knowledge and consent of the other partners, ea.rriee 

on any business, eompcting or interfering with that of the firm, he mlQlt account to the 
firm for all profits made in such businCIIII, and must make compensation to the firm for 
... y 1088 oceasioned thereby." . 

Each partner is an agent of the other partners and all partnt:roS are 
agents of the firm. Therefore, the position of managing agent with 
respect to the company is practically on all fours with the relaLlOllship 
of Oine partner to the other partners or of all the partners jointly and 
beverally to the firm. Therefore, if, in-;:tead of the word " prejudice ", 
the words "any business, competing or interfering" are ul>ed, the 
difficulty will be solved. If those words had given rise to any d111iculty, 
the same difficulty may also be continued in this Bill. But so far a'!l I 
aln aware, it has not led to any d!fficulty. In cases of this kiud the 
~ t has also to go into this matter whenever a dispute arises and ~  

Qut whether in respect of a particular transact.ion or a seriel> oj' tt·an. 
~t  the business was competing or interfering. So far as humau 

ingenuity allows, we can try. to be absolutely specific with reE.pect to 
the language used, but having regard to the nature of the tram,action 
\j'Jme amount of doubt and difficulty always arises. Therefore, I would 
suggest that the words " competing or interfering with " may be used. 
I would also refer to section 2i of the Contract Act. This il> all answer 
to the very valuable remarks that have come from the lip& or ·the 
Honourable Members of the European Group in respect of the rel>Lraint 
of trade. . The section says : 
"Every agreement, by which anyone is testrainoo. from exercising a lawful 

profession, trade, or business of any kind, is to that extent void." 

But there are exceptions. One is : 
" Partners may agree that some one or all of them will not carry on any ~ 

"tiler the that of the partnership during the continuance of the partnership." 

Another one is,·: 
n:ltarbe18 -1, Upolll'Or in anticipation of a cJillllOlution 01 tha partnership, agree 

th!'ot ~ ,or ~  th~  will not. C8fty on & bulliUM Iimilar to that of the ~ 

~ ~  -";.:-.''-'" , ., . 
Irhe 18ll.guage of section 259 is " competes or interferes with ~ 

~ ~ h t iIi,: til,. b\lSi •• SR.1Jf the.partnet"ship. Eitl\er th ~  or 
the other may be uSed. To' give an unl'estricfed right to' ~h  inan.aaclna 
. · .. ~t ~ ~ ~ ~  ~t~ t ~ ~t~ ~t  AOn\-
plication.' it,-.Q1J1l_ ~~t t  .. ~  Qught.;not .. w"lMJ: ~~~ 
gated by this. If. the eompany' wants to ~~~ ~ ~~ ~t  of 
., the eompeting bwnneaa the general law pennI a SUIt for compen&atioll 
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, ~  AnanthasayanamAyyaugar.] 
~ ~  We should not give ~  for 8uehcompetition le:.stit 
DUght Involve the company in a lot of litigation. Therefore, I &t.::!l!eFlt 
that ~  ~  " competing or interfering " .ay be used. Then it will 
r-ead like tlus :  " carries on any businesit competing or interferiug \\'ith 
that of the firm ". 

, The Honoura.ble Sir Nripencira. 8ircar: A1flY I put a question to my 
~  friend if he will allow me f Having regard to what he haa 
IOald, IS there any objection to his ta)ting amendment No. 126, llr"Uyjded 
the word" or " is changed into" and'" In that case two COll<£ltioDS 
~  to be complied with, that is, the business must be of the same 
nature and it must also directly compete. Has my Honourable '!:l'icnd 
cny objection to that, 

Some Honourable Members: No. 
Mr. Deputy President (Mr. Akhil Chandra Datta) : Before putting 

tllc question, that is, amendment No. 122, I want to state that. sl,me 
gl,ggestions have been made to remove controversy. One is thut ~h  

iJl'esent clause 87H may be retained subject to such amendments as are 
lI;'Uggested in amendment No. 126. 

Mr. M. A. JiJm&h : What is to happen to amendment No. ~ f 

Mr. Deputy President (Mr. Akhil Chandra Datta) : I am explaining 
the position. One suggestion is that the present clause 87H nUIY ;)e 
J'etained subject to some such amendments as are suggested in ~  125 
or 126. or as suggested by Pandit Govind Ballabh Pant with tile words 
"as directly competes with". There is another suggestion which 11M 
been made by Mr. Ayyangar. In view of all these suggestions, what is 
the position of the Honourable the Mover' Does he want to withdl'/lW 
this amendment No. 122 or does he want to press it' 

Sir Cowasji Jehangir :  I will certainly withdraw my amendnicnt on 
the understanding that the ,vords ., competing and interfering" are 
inserted in the section, 

Mr. Deputy President ()fr. Akhil Chandra Datta) : There cGn be 
ito understanding with the Chair. 
Sir Cowasji Jeha.ngir : Then, I ask for permission to withdra ••. 
The amendment was, by leave of the Assembly, withdrawn. 
Mr. S. Satyamurti: With your permission, I should like to mOve 

mv amendment in a different form. 'I should like to move it in this 
fo'rm: 
" That in clause 42 of the Bill, in the 'proposed' ''i!ection 8711, after the words 

, same nature a8 ' the words ' and directly eompetes with ' be inserted." 

This is a formal t~ I think the House iBcin a favourable 
mood to accept the amendment. ' Sir, I move." 'I 

,  f At ,this t ~  Mr. PI:esident (The ~ ~ Sir ~~ ~~h h  
H!iutned the ChaIr.] "  '  ,  " 
,  . Mr. President ~ h  Honourable 'Sir AMur &.him) : 'tht; t ~  
iI',I"" ':" :,' ",,',' :", ,; .:" .:' , .. ',' ,:' ,r, 

" ~  itih.d" ~  ~ 'Jf 'tbe':Bill,'inllthe ~  ~t ~ t  ~ t ~  
~~ t~  •• ' the votda l'l!Jld direetlreompete.'wttt ~~~~  ~  :, .. ;r;,r" 

~  ~ ~ ~ ~~ t ~  ~~~  i ~ ~  ~ ~ t  ~ ~ ~  ~ ~ ~ ~ ~~~  



.,' I , ~  . 

Mr. Kathuradaa Vissanji (IndiaIi.Kerchants' Chamber and Bureau: 
Indian Commerce )  : Sir, I beg to move : ' 

-' " That ia clall8e 42 of the Bill, in the propoeed section 87H, before the woru 
• A managing agent ' the words 'Ua1eaa othenri8e determined by the company' ill 
general meeting' be inserted." ' 

Th.ere is no doubt that this is a very salutary proposal and as the 
debate has gone on it has been shown that serious complications might 
be created. A.n interpretation of the clause may have to be sought in 
a Conn of Jaw. ' To avoid such possibility and save costs, I think it is 
much better that a provision like this should be inserted. Suppose a 
ease has got to be decided and the company or the managing agent 
take the view that the sanction of the' company in general meeting 
mould be obtained, that will obviate all the difficulties. Sir, I move. 

Mr. President (The Honourable Sir Abdur Rahim): Amendment 
moved: 

" That in clause' 42' of the Bill, in the proposed section 87H, before the words 
'A. managing agent' the words' Unless  otherwise determined by the company in 
general meeting' be inserted." 

Sir Leslie Hudson: Sir, I support this amendment. After all this 
Bill is not supposed to be entirely prohibitory and it is In accordance 
-with the general underlying sentiment of the Bill that the shareholders 
.hould have something to say on important matters. I think that in 
this case the shareholders should have a say in the matter. 

The Honourable Sir Nripendra Sircar: I oppose this amendment. 
After all, we know some managing agents want to make out that they 
have been crushed altogether, but after all, what has been done. The 
managing agent has been asked to observe the ordinary rules of honesty 
as embodied in -the Contract Act, namely, that he should not as agent 
put himself in a position where his interest of making profits on his 
own account would be in conflict with the interests of the company which 
he is managing. We have put in two safeguards, first of all, that busi-
ness must be of the same nature and now that Mr. Satyamurti's 
nmendment has been accepted it ,must .be not only of the same nature 
but it must be directly competing with, the other business. If any 
shareholder has th~ hardihood to say that a ease has happened which 
cOJ;nplies with both the cpqd\tions, it will be for him to make it out 
and ask for damages or injunction. If we accept ,this amendment, it 
_wUI ,be. ~  qring a'r!1Y with t.he-whole thing. 1 ~ tbis amend-
~~ . ' .. 
~  , ... ~ ~ h  ~ h  ~ Rahim} : ,The·' question 
111: .  ' , 

'!". • t :..: 

L;" ,',. Nt i!t. elilulle"lIa' 01 the Bitt. in tbe propdtii!l ~  8TH, belort! the worda 

~ ~ ~~t ~ ~~ ~~t~~ ~~~  t~~ ~ ~~  
The motion was negatived., (p/':.i 



lritsSAGE t tt t ~  ~ t t AND GOVERN· 
OR GENERAL. 

. j: .. :. Ii, ~ ~  .". ...H .. ·.: . .  . oj. " ; ~  .• .... • 

Mr. President (The Hono1l1'8.We .sir Abdur Rahim) : ~  ~ ~ ... 
I have received an Order from His Excellency the Viceroy and Governor 
~  with respect to the motion for the adjournment of the House 

h~ to be moved ;hyMr. Mohan Lal Saksena this morning. The Order 
runs as follows : 

" 1", e3:ercw.o{th-e power vested m me b, sub-rvZe ~ 6{ "ls 2S 
of tke Ind,ia", ugislat,ve Rules., I, Victor ~ ~  J-oh .. 
Marquess of Linlitltgow, hereby disallow the mofion of 
Mr. Mohan La/, 88ikseM to move tke adjournment 0/ the 
II.04I.8e/or the purpose "f {Jonsi4ering 'the fBilure '()f lJu 
Government of India t6 secure the. secrecy of vote in tke 
rural areas of tke United Provinces as recommendetl by tke 
Legislative .Assembly , on the ground Ikat the motion relatu 
to a matter which is not primarily the concern of til' 
Governor General in Council. 

Sua.&, 

(Sd.) LINLITHGOW, 

Viceroy and GotJernor Ge'A6raZ." 
The 2nd October, 1936. 

(Hear, hear.) 

Pandit Govind Ballabh t h ~  and Kumaon Divisions: 
Non-Muhammadan Rural) : May.I just put a qllestion, Sir' knot t~  

I<'ecleral Legislative Assembly a primary concern of the Government cd' 
India Y 

Mr. President (The Honourable Sir Abdur Rahim) :  I cannot answer 
tha.t question. 

THE INDIAN COMPANIES (llIENDMENT) BILL-contd. 

ltlr. President (The Honourable Sir Abdur Rahim): There aN 
~  amendments which stqod over, in the name of Mr. Akhil ChanclR 

.Datta. I suppose they will be moved now' 

Mr. Akhil Ohandra Da.tta : Yes, Sir, I beg to move: 
" That in clause 42 of the Bill, iii. the proposed section 87G, after the words' a 

poWer to ' where they occur for the second time the words ' lend or borrow with 01> 
1rithout security or incur expenditure on capital account or ' be inserted." 

'[f this amendment is accepted, the second t ~ of section 87.Q. 
"Will read like this : ' . 
.. A managing agent shall not exercise in ~ of any company ot which he ill 

• managing agent a power to iasue debenture a or, except with tie autllority ·of·;!h 
c1ireetora, and within the limits. fixed by them, a power to lend . or. borrow with, • 
. witltoutleeutity or incur elr.pftlditur. on capit9,l aeeo1lnt or in,, __ . ~ fun •. lIt he 
eompany, and any delegatlon of any sucll power by a eompa.'ny to a' managtlig agep1 
Ihall be void." _:' e. 
,;--. Sir; ~ .,oiat·of taill ~ t is this .. Sectien .• 87.-G., .... ;,latd 
.t01P'nitlmt th ~ t  ltfillrlftOt.exel'eise tlies6 .... pciw-.;; _:, 
iuuing debentures and the investment of the thtift$"tif me'dtibipwhiiHtp-

( t280 ~~  ~  ~~ h  ~  



t ~ ~~t~~  Qf ~  t ~ .4 _ ~  ~  ~ !.Wits fixed by 
them, and I propose to .add that certain other powers should nat bt\ 
exercised by the managing agents ~ th t  the th t~ of the directors, 
mz., ~  money, bOl'rowmg mOiley and' incurring . expenditure on 
~ t  account; these are very large' powers, the power' of incurring 
of expenditure on capital account, and also borrowing money. As· Ii 
matter. of fact, in the case of almost all respectable companies, these 
Q.re powers which are given under the articles of association t.o the 
directors. Therefore, Sir, I propose that these three powers should alSo 
be included in 87 -G. 

Mr. President (The Honourable Sir Abdur Rahim): Amendment 
.0ve4 : 

" 'fhat in clause 42 of the Bill, in the proposed section 87G, after the words '  a 
J,M?wer to '. where they occur for the second time ihe words ' lend or borrow with or 
.without security or incur expenditure on capital 8.P..count or ' be mserted." 

The Honourable Sir Nripmulra Sirca.r: Sir, I 9Ppose this amend-
~ t  What nty Honourable friend proposes to do is that the t t ~ 

should provide that the managing agent can do these four or five thinga. 
I do not see any point in that. By the very definition laid down, the 
managing agent can do whatever is necessary for mana"ing the b1lliiness 
subject to the rights of the directops. Why ~ O11tthese ft»lr. o!' five 
items and say that the managing agent can do one, two, three, four' I 
think my Honourable friend might as well have proceeded to say, " he 
.... take ·his luncAeon at one o'clock". Sir, I see Il.Qo oejeet in ibis. 

Mr. Akhil Ohandra Datta : At your cost. 

The Honourable Sir lfripendra BirC&l' : Now, Sir, I do not want to 
take the time of the House. I cannot really understand the point : when 
there must be a managing agency agreement, and when how far )the 
management is going to be delegated to the managing agent must be the 
SUbject-matter of that agreement, I cannot see why four items of business 
should be picked out and put in the statute and made st;a.tutory. I oppose 
this amendment. 

Mr. Akbil Ohandra Datta: Sir, may I ask one question' In that 
. v.iew of the matter, is it at all necessary to have 87-G' That argument 
applies not only to the proposed three powers but also to the power of 
issuing debentures, and the power of investing funds Y 

The Honourable Sir Nripendra Sjroar: My Honourable friend will 
notice that 87-G takes away the power of managing agenots to do certain 
things: what my friend is providing for is t.hat out of twenty-five things 
'he can do, he picks out 'four and says, "the managing agent can do 
these things". . 

Mr. II; .0. Gbunder (Oalcutta : Non-Muhammadan Urban) :  I think 
my friend the Honourable the Law M-enibflr is under a misapprehension, 
Sil'. ne: th!p.ks it is 119 Which Mr. Datta has proposed, but it was 118 •. 

The HonoUrable Sir Nripendra SirC&1' :  I thought he read oU$ 
Na. 119 T (Laugliter.} . 

. :; .1Ir. Akhil Ohii.ndra DR.tta: May I then know from the Honourable 
Member what is his position regarding 118' · 
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-The 1l0000urable Sit NripeDdra 8ircar : I take the ~ tt  of 
hostility. -

- -Mr. M. AJianthasayanam Ayyangar : Sir, .there cannot be the same 
hostile attitude eyen with respect' to this amendment, and there is 
no need to persist when a mistake has been made. I would say, " except 
with the authority of the directors, and within the limits fixed by them, 
a power to invest the funds of the company", etc., because when no 
funds of a company are invested, then that company collapses to. that 
extent, and there is a loss. You are imposing a further obligation on 
the company. The same reason which holds good in the case of im-
posing a limit in the case 'of investments also holds good with equal 
forcc to the case of borrowing. I would therefore strongly support 
this amendment. -

Mr. President (The Honourable Sir Abdur Rahim): The' question 
is: 

" Tlui.t in clause 42 of the Bill" in; the proposed section 81G, after the worda '  a 
pOwer to ' where they oecur for the second time the words ' lend or borrow with or 
without security or incur e%penditure on ca.pital account or' be inserted." 

'nle motion was negatived. 

JIr. Akbn Ohandra Datta : Sir, I beg to move : 
. .' That in clause 42 of the Bill, after the proposed section 81G, the following 
leCtion be inserted : 

• 8'iGGG. A managing agent may, subject to the control of the directors, m:erm.e 
in respect of any company of which he ia a managing agent the following 
powers, uamely : 

(i) to allot .or dispose of any shans 9f the colllpany ; 
<ii) to make ca.lIs ; 

(m) to refuse transfers of shares; 

<w) to incur expenditure on capital account; 
("') to lend or borrow money with or without security ; 

(1Ii) to dispose of the whole or part of the undertaking of the company; , 

('Vii) to appoint, remove or suspend any officers, servants or agents of the 
company; 

(1Ii1i) to institute, defend, compOund, refer to arbitration or abandon any 
legal proceedings or claims by or against the company or ita 
officer or otherwise concerning the affairs of the company ; 

(liI;) to enter into contracts for sale or purchase or other transactions on 
behalf of the company ; 

(II;) to effect insurance in respect of the property of the company '." 

Now, Sir, the object of this amendment is-not to ~ t the manag-
ing agents from exercising these various powers., I rather, propose to 
give them powers to do these things but only subject tq the control of 
the directors. Now, there are two words in the definition of" m:a.nag-
ing &gent,!,: ""control-" and'" direction ". I am anxious to POEt 
out that I 'ha.\'e omitted the word" direction ", and I am retaining only 
the word" control ", and my main object is this: In the first instance, 
th'e managing agents are debarrE'd froni exercisiiig these powers but all 
the same they will be subject to the control of t.he directors. If the 
managing agents use their powers, then the direct.ors' will have the power 
to ir.terfere. But., in the first instance, the m8.riaging agents have,thet18 



powers. These are very important· 'matteJis in· .eonJiection with· the 
management of a company and it is only desirable that the directors 
IIhould have control over the managing agents in these matters. Sir, I 
move. 

lIr. President (The Honourable Sir AbdurRahim): Amendment 
moved: . 

" That in clause 42 of the Bill, after the proposed section 87G, the following 
eeetion be inserted : 

I &7GGG . .,. managing agent may, subject to the control of the directors, 8Xe,clae 
in respect of any company of which he is a managing agent the following 
powers, namely : . 

(i) to allot or dispose of any shares of the company; 

(ii) to make calls; 

(iii> to refuse transiel'll of share!; 

(ill) to incur expenditure on capital allCOunt ; 

(11) to lend or borrow money with or without security ; 

(",'i) to dispose of the whole or part of the undertaking of the company; 

(1Iii.) to appoint, remove or suspend any officers, servants or· agents of the 
company; 

(viii.) to institute, defend, compound, refer to arbitration or abandon any 
legal proceedings or claims by .or against the company or its 
officer or ot4erwise concerning the affairs of the company ; 

(ill:) to· enter into contracts for sale or purehase 01'. other transactklna 011. 
behalf of the company ; 

(z) to effect insurance in respect of the property. of t~ company'." 

The Honourable Sir Nripendra Sircar: Sir, for reasons already 
stated, possibly a little in advance of the proper time, I oppose this 
amendriuint. 

JIr, President (The Honourable Sir Abdur Rahim): The question 
is: 
" That in cla.use 42 of the Bill, after the proposed section 87G, the following 

aection be inserted : 

I 87GGG. A managing agent may, subject to the control of thE> directors, exereiae 
in respect of any company of which he is a managing agent the following 
powers, namely : 

(i) . to . allot or dispose of any shares of the company ; 
(ii) to make calls; 
(iii.) to refuse transfel'll of shares; 
($11) to incur expenditure on capital account; 
(11) to lend or borrilw money with or without security ; 
(vi) to 'dispose of the whole or part of the undertaking of the company; 
. ~  ttl appoint; remove or suspend any sfficel'll, servants or agents of the 
.  0 company; . ·,r . 

(viii.) to, institute, defend, compound, refer to arbitration or abandon any 
,:.. legal proceedings or cIa.ims by or againat the company or its 

officer or otherwise concerning the affairs of. the company ; 
(ia:) to enter into cOJltraets ·for sale or purebale or other transactions 011. 

bebalf of the company ; 
(z) to effect insuranee in respeet of t~  property of the company '.', 

The motion was negatived, 
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~ .. Aldlil· Ob,.Dd.ra Datu. : ~  I :mqv:e : 
~ t ~ elaUile 42 of ~h  BiU. aft4r the. ~ .tiOD, 87G, tba ~ 

t~  be lI4Ae<I. : '. . .  . 
, ", 876666, ~ managing ~ t shall' riot, ~t with the previous" ~  Ott 

the DIrectors, excreISC a power to sub-delega.te the powers, authorities or 
diBcl'eti.oJ}s vested ~ him .. ~ t ~ to. \.e ~~  Qf. tt.,l aUairs of 
any compuny of which he is a managing' agent '.'" .. .' - .  . 

Sir, there are provisions in the various companies that the managing 
agents will havc the power to sub-delegate their functions, As a matter 
of ordinary principle of jurisprudence, the managing agent has no right 
to delegate. Still, as 'a matter of fact, there are many ~  in 
which that power is given to the managing agents and is exercised by 
them. I may point out. to the House that it is a very modest claim 
because my amendment says that the managing agents may sub-
delegate the powers but not except with the previous approval of the 
directors. Therefore, I think there will be no objection to its acceptance. 
Sir, I move. 

Mr. PresideJlt (The Honourable Sir Abdur Rahim): Amendment 
moved: 
.. That in clause 42 of the Bill, after the proposed section 87G, the following 

section be added : 
, 87UGGG. A managing agent shall not, exeept with the x-revious approval of 

the DireetoJ'!!, exereise a POW8J' to Bub-delega.te tlle powers, authorities or 
diseretions Tested in him in relation to the management of the alfairs of 
any eompany of whieh he is a managing agent '." 

Mr. S1IIi1 Ohaadra SeD: I am afraid, Sir, I must oppose this amcnd-
ment moved by my Honourable friend, Mr. Akhil Chandra Datta.. 
Sir Oewasji .TehaDgir : Why , 
Mr. hail ChaBdra.8en: My HOIIlO1Jfable friend, I:fu Oowasji 

Jelangir, says " WhY' ". I thought he could just wait for two minute$: 
because I was going to give my reasOnS. The position is this. We have 
now in -the Act defined a I!lanaging lJ.gent as a person who has the cQptrol 
of the whole busines;; of the company subject to the directions ot the 
directors as contained in the agreement. In the first place, before the 
Innnaging agent is appointed, he will have to get the directors to speeifi.-
cally fix upon the powers which they delegate to him. If the directorS 
'Want to provide against sub-delegation, there is nothing to prevent {hem 
from doing so. But supposing they do not do so and the managing agent 
delegates it he does so at his own risk. The sub-delegation does not take 
Ilway his liabili·ty to any extent. He remains liable to the company all 
the "same and the company is not a loser at all. I therefore do not see 
th~ necessity of this amendment at all. If the managing agent remains 
liable, he can delegate, he can do what he ~  but qua the company his 
liability is there and he cannot escape it. Therefore, I' submit there is 
no necessity for this amendment at all. . 
Mr. PresideDt (The Honourable Sir Abdur Rahim): The queli-

tion is : 4 

" That in ela1llle 42 of the Bill, after the lWopoaed section 87G, the followilll 
seetion be added : 

• 870000. A ~  agent shall 1lOt, rsoept with the previous approval of 
the Directors, exercise a power to 'mb-delegate the powers, authorities 01' 
diserctions vested ill him in relation to the management of the affairs of 
any eompnny of which he il a managing agent '." 

The motion was negatived. 



THE INDIAN -COK.PANlES (AMENDJIDlNT) BILL. 

Mr. Susil Oh&ndr& Sen: Sir, 1 move :. '  , 
•• That in clause 42 of the Bill, to the proposed section 87H, the words ' or by a 

<'olOpall;Y which is a subsidiary company of a company .under .Ilia managelIl8D.t' be 
added at· the end." .  .  . 

Sir, the reasons are obvious. The managing agent is already db barred 
Ly the amendment which has been carrierl ill ,t.his House t ~ from 
carrying on a business on his own account which competes with' the 
business of the company of which he is the managing agent. Now, this 
amendment is only an extension. It debars him from carrying on a 
competing business of {he type which is car=ied ()n by subsidiary com-
panies, the malin company being the holding company. Sir, as We have 
been told on many occasions, the real use of the subsidiary company is 
to carry on a business which cannot he conveniently carried on by the 
parent company. Therefore, it sta,nds to reason that if a managing 
agent has been debarred from carrying on a business which is of a l'ompe-
titive nature with the holding oompany, that he should equally be 
debarred from carrying on a business of the same nature and which 
competes with the business of the subsidiary company. Sir, I move. 

Mr. President (The Honourable Sir Abdur Rahim): Amendment 
moved: . 

•• That in clause ~  of the Bill, to the proposed I16Ction 87H, the WOl'da ' or by a 
company which is a subsidiary company of a company under his management' be 
a.I1ded at the ead." ' 

Pandit Govind Ballabh Pant: Sir, I have just one word to say. If 
the Honourable the Law :Member will look at my amendment No. 128, 
he will find that there is no difference in substance between what my 
Honourable friend, Mr. Sen, has proposed and what I had myself put down 
in this amendment. But I feel that my words will take less space, as 
they are only eight in number as against 15 or 16 of Mr. Sen. So, I 
suggest that in place of the language used by Mr. 'Sen, the language used 
in my amendment may be adopted. 

Mr. Susil Ob&ndra. Sen: In view of what has been said by my 
Honourable friend and seeing that we are pressed for spact:, I beg leave of 
the House to withdraw my amendment. 

The amendment was, by leave of the Assembly, withdrawn. 

Pa.nd.it Govind Ballabh Pant: Sir, I beg to move : 
•• That in clause 42 of the Bill, in the proPQsed seetion 87H, after the word 

• management·, the words • or by a subsidiary company of sueh company' be 
:iJlserted. ' , 

Mr. ~ (The Honourable Sir Abdur Rahim) : The ques· 
tion is :  ' 

•• That in el.e 42 of the Bill, in the propol!!ed seet10n 871i, after the word 
• management·, the word!! • or by a subllicliary comphlly of such company' be 
inserted. ' , 

The motion was adopted. 
Mr. !'. B. A:rinashiliDgam Ohettiar : ],Iay I point out, SIr, that 

amendment No. 52 in the Revised Final List has been left over at the 
suggestion of the Honourable the Law Member until we had oome up to 
seetion87H. Now, that we have disposed of section 87H, I request I may 
be permitted to move my amendment No. 52. 

La56LAD . D 
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Mr: President (The Honourable Sir Abdui' Rahim) : Are there no 
other amendments to section 87H , 

1ft. T. 8. AviD&Bhijlingam Chettia.r: The rest of the amendrut.llts 
reJate to sections after 87H. 
" lfIr. President (The Honourable Sir Abdur Rahim) : In that case 
you can move. 

Mr. '1'. S. AvinasbiliDgam Ohettiar ; Sir, I beg to move : 
.. 'I'hat in dauae 42 of the Bill, for clause (a) of the proposed seetion 87B, the 

fQllowin« be ~ t t  : 

• ('a) the office of a managing agent shall be vacated il-

(1) he is convicted of an ~  in relation to the daUB of the eompany 
punishable under the Indian Penal Code and being under the provi-
sions of the Code of Criminal Procedure, 1898, non-ba.ilable; far the 

~  of this sub-clause where the managing agent is a :firm or 
company an offence committed by a member of BUch firm or a director 
or an officer llhlding a general power of attoJ:Iley from inlch company 
sJl.aD be deemed to be anolfence eommitted by such firm or company ; 

(6) he is adjudged insolvent; 

<3> he acta in t~ t  of the provisions contained in section 87H or 
87J '." 

.An KOltOura.ble Member: We have not yet come to section 87 J. 
," " 

Mr. T. 8. AvinaaMJjngam Ohettiar: It is the amended seet.ion of 
Sir H. P. Mody, ~t  87HH. I will not argue .. about the provisions of 

~  a.n.d. (3) of this amendment, for I See even whe.nI made 
some t ~ over the genElral ~t  of the Bill, the Honour-
able the Law Member said that the Government are tabling an amendment 
to the eifectthat. if a managing agent is adjudged an insolvent, he will 
vacate his ~  I·also See that amendment No. 66 is tabled 
b¥.my Honourable ~ Mr. ~  ~  it reads as follows: 

•• That in clause 42 of the Bill, after tile proposed seet.ion 87B, the following 
new section be inaerted : 

• 87BB. The ofticeof a managing agent 8hiill ·be vacated if-

(G) being an individual or a firm-he or the firm is adjudiea.ted an insolvent; 

( b) being a .Ilnvate limited company-it is wound up except for purposes of a 
" reconstruction ; 

(0) he acts in contravention of section 87H '." 

Therefore, I presu.me that the Government ~t  stand by that amend-
"inent that they have tabled and I hope they wi.¥ accept sllb-cl.a.'USes (.2) and 
(3) of my amendment. The third ~ includeif, section 87HH. 

Sir. B. P. Mod,.: My amendment is not sectio'n 8HIlI. It' was 
.. P.l!:. original1y so, but it is now'lsection 87D(5). ' 

n 4P ( 

ltr. T. S. A:villuldHngam Chettiar : 'rhen I will amend my ~  
" ment by inserting section 87D(5) for section r87J. By sub-clause" (1) of 
my amendment, I want that .a ma.naging ~t should vacate office if he 
~  a non-bailable {)fftmce. Section· 8'1B detik with vaeatictn of office 
ft.t' ~  ~ t  'find it nads· as toUows : 
" •• ~  ~ ~  ~  ~  ~ t  p,!lslied ~t ,a ~  meeting of which notice has 
~  glvt!ll: 'to the mcaglq ~  in tlil! same ma'ldier 'a8 to members of the company, 
remove a managing a,gent if he is ool1vieted of lID o'fl'e.lu16 in relation to the aiFairil .... " 
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The rest of the words, I have taken from the;BiR 88 n,is:,altered by 
~~  ~ t Committee. The only t~ ~ th ~ I omitted is that a resolutiop 
~  necessary to make them elIgIble. My ~  are th~  In most 
of m.'e Cbz¥ipames m8.i:lagin'g ~ have above 51 per cent. of the' shares 
and it will he practically impossible to pass aIiy resolution even though 
they commit the worst faults and frauds to make them VAcate office. 
Supposing in many companies they have 40 per cent. of the shares, they 
are bound to have some shareholders or directors, some of their relatives 
and frie.nds who will have ten per cent. more shares. In any ease, in most 
cases, it will be impossible to pass a reaolution, whateve:r be the' offence 
that they have committed, asking them to vacate office. So, I have tabled 
my amendment. The effect of my amendment is ,that they must vacate 
office, if they commit a non-bailable offence. The re8.ilon why 
I ask them to vacate office automatically is that there is a 
conviction by the Court for a non-bailable offence. This has a long history 
behind it, which I mentioned on previoul! occasions. We do, not want them 
to vacate offiee for ImY 'SI!lall offence, bu-t only for non-bailable Offence and 
in the ease of a non-bailable offenee, I believe there should not be any 
resolution necessary to make th~  vacate office. Sir, I move. ' 

itfr. ~ t 'Ct'helIonourable Sir .A.hdur Rahim) : ~ t 
moved: ' 

. . ... . 
, .•• That in ~  42 of the Bill, for eJaulJe (/I) oftlte propoied ileotion '87'B, the 

following be substituted:' "  • ~ .'-

• (/I) the office of a DiaDaging agent lhall be vacated if-

(1) 'lite is colivicted Of an offence in relation to ithe &ff&l'JIs 'of tllecblnpaiiy 
punis.llabll! under tlie Indian Penal Code 'and 'ti.iitir dMerthe JlroVi-
sions of the Code of CriminaJ. Procedure; 1898, non-baillib'le; for 'the 
pu,rpose of this 8Ub-ClaWJe whve the manaR agent i. a firm or 
company an offence comJirltted by a meJllber of such finn or a director 
151 'ail. oflicer holding a general .. power. of attorney fiojn suCh company 
Bhll 'be deemed to be lID offelice 'coinmitie'd by such 'firm or 'edmpany ; 

'Ct') he is 8.djudged insoivent; . 

(8) he acts in contravention of the provisions contained in section 87H or 
87D(6) '." 

the HOnourable ju. ~  Sircar: Sir, having regard to tIle 
amendments which have already been accepted by tlre,Honse. it is not 
possible for anybody to support either No.1 or No.3, for this reason. 
Paragraph (1) will be inconsisten<; with amendment No. 58 which 11a3 
been accepted by the lIouSe which is that a lIUlnagmg' agent shall not be 
lial1le to removal under the provisions hereof, if the ~  partner, 
director or officei' asi' ~  be expelled or ~  by the managing 
&gent Wit)ll1l30 days., So this will not fit in with h~t ~t ~  ,Thellouse 
nas already' sai(i that ~  ma.naging agent will not vacate his office if the 
offending partner is removed within 30 ~  Then, with regard to (3), 
I -am not rmnffra poiJ1lt of order but 1 ~ t t t  1ny WOl16urable 
friend tha1<'87H has now been t ~ andtl:D.der ~  'k's it 'stands $Y-
~  ",:,ho ~~  has got to, show that the one .business was di;ectly 

~ t ~ .With ifbe ()tber and. ~~ of the saine ~  Is ~  ~ t  to 
~~ .. ~ ~ ~ ~  ~ t the Courts when tbet:e 18 a dispute' 
~ ~  t ~  ~ t ~  h~  ~t to say, ".xon ~ been 'com-
ipt!tlng WfI:h' us, too t1rtist -go". .And the Honourable 'MeD.ibE\l" .has:no:t 

~ tRM'tht a t ~ the shareholders as neces8alty, bat'thbt 
~  D2 
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[Sir, Nl'ipendraSirear.1 

jf shall be vacated if he acts ~  contravention of 87H. How is that 
going to be decided t Who is going. w settle it, and who is goiIlg to 
dismiss him Y With going to the Courts this is a complete misfit .. 

Apart f!'om all these objections, on the merits I do not see why 
because a person has been convicted of a non-bai1able offence punishable 
under the Indian Penal Code, he must automatically vacate his position. 
It may be a.ny kind of offence ; it may be an injury received or an injury 
given in . a footbaiJ. match. Why should he automatically vacate his 
office because that sort of thing has happened' Sir, I object to this 
amendment. . 

Prof. N. G. Ba.ng& : Sir, the Hoqourable the Law Member objected 
to the first iteIQ> of this amendment on the plea that the managing agent 
may come to be ,convicted in a Court of law for an offence which may not 
have' anything to do with the activities &f the particulaT company. Sir, 
it is quite possible tha.t one who is a :managing agent of the Government 
of India may QOme to be directely or indirectly interested. in the Durand 
fo.)tuall match either by financing it or in a ph.i.1alnthropic manner by 
subscribing to its support. But, Sir, if it is done in the courSe of his work 
carried on in the interests of a particular company, and it is for that 
particular pUr;po8e that he is found guilty in a Court of law for an offence 
which is non-bailable and for which offence he is convicted, I do not see 
any reason why he should not be made to vacate his office automatically as 
managing agent. . Sir, he wants us to believe that it is not an impossible 
thing for shareholders to pass a resolution to the ·effect that the managing 
agent shouldvaca.te his office because he has been convicted of an offence 
in relation to the affairs of a com.pany punishable under the Indian Penal 
'Code and being under the provisions of the Code of Criminal Procedure 
non-bailable, etc. But my Honourable friend, Mr., Chettiar, has made it 
perfectly clear how impossible it is in ordinary circumstances for share-
holders to pass a resolution like this. 

The Honourable Sir Nripendra. Bircar: How would you reconcile 
thalt with amendment No. 58 which has been accepted. by the House I 

Prof. N. G. Ra.Dga. : In regard to that it is only a matter of rel.!raft· 
ing. 

Sir Oowasji JehaDgir : Redrafting what you have passed T 

Prof. N. G. Ba.nga. : That is for. the ~ ~ acumen ot ,the Law lIen;t-
ber and also the other legal experts m this House to try' and redr.a.ft this 
particular amendment in such a way as to make tt 'fit in with ~h t other 
amendment No. 58. ' 1-

The Honourable Sir Nripendra BircH: How can legal acumen 0,"'1'-
ride whaot has been done by the House " 

, '  , , 'I 

l,Irof. N. G. Ranga.: At the same time the Law Member has not 
disputed the necessity for t8.lring some a'ction against a ~ agent 
'who has been convicted of a non-bailable offence in relation to the affairs 
of' the company, and' I . only ple8d' that 'he should try to come, to our 
rescue and help us in making such a provision in this Act so as. to eD.ah1e 
the shareholders to be rid of such' a guilty managing agent. Sir, I cannot 
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undenrt.and why· the Law Member is not as anxious as we are to help the 
shareholders to get rid of a managing agent who has been found guilty. I. 
~ t  understand why the managing agent should be given even this 
Ol'Pol"tll.nity of going and placing his case before the shareholders altel·. 
he has been found guilty in a Court of law. If he is found guilty in one 
Court of law it is still open to him to ap,peal: to a higher Court of law. He 
can carry on this procedure of appealing until he is either tired of appeal-
ing or he is B()t able to appeal to any higher Court. But once he.is found 
to be guilty of a non-bailable offe.nce in connection with the a6tivities of. 
that particular company of whieh he is manging agent and from which 
he has been paid for so many years, I do not see any reason why he should 
be given any further opportunity of going to the shareholders and present-
ing his case and somehow or other manipulating the votes in such a way. 
as to get a majority for himself .and continue to be in management of that 
particular company. Therefore I appeal· to the Honou.rable the Law 
Member to try to help us and co-operate with us in trying to provide a 
Jneans by which the shareholders can be helped to get rid of a managing 
agent all'i.Qmati68.liy as soon as he is convicted of such a: serious crime. 
Sir, it is .not that I am anxious to support this aniendmentas it is, with 
an the difficulties that the Law Member has pointed out, ·bu':; I have said 
these few words only to appeal to him to try to come to our rescue and 
help us. " 

. Mr. T. S. AviDaabjUngam Ohettiar: Sir, may I S8Y one word T 
Since the Law Member has agreed to sub-clause (2) ap.d. Iui.s also agreed 
to sub-clause (3) with reference to 87D (5), if t understood him 
C!orrectly ..... . 

The Bonoura.ble Sir Nripendra Sircar: No. I can agree to No. (2): 
if it is put in the proper place and in the proper !Way, but the 'VI hole of 
clauses (1) and (3) I strongly object to. 

ltIr. T. S. AviDaahilingam Ohettiar:: In that case, Sir, can I be 
permitted to move the following T  . 

.. 'l'hat in clause 42 of the Bill, after clause (a) of the proposed section 87B, the 
following be added as C aa) : 

• Caa) The office of a managing agent shall be 'Vacateii if he is adjudged 
insolvent '." 

The Honourable Sir Nripendra Sircar : I am prepared to ~t 

that if the present amendment is withdrawn and the House and the Ch81r 
allow him to move it. 

Mr. President (The JIonourable Sir Abdur Rahim) :  I think t~ t 
will be the proper course '.for the Honourable Member.. He should wlth-
draw . this 'amendmenl and move another amendment 1D the terms sug-
gested. Has the Honourable Member leave t>f the House to withdraw this 
amendment' 
The amendment was, by leave of the A.ssembly, withdrawn. 

Mr. '1'. 's. 4vin&sbillngam 0hettf8.r : Sir, I move ,: 
... ~t in clause 42 of the Bill, after elause (a) of the proposed section 87B, the 

following be ~  as (Ga) :. ' .. . 

• (Ga) The offiee of a managing agent shall be vacated i1 he is adjudged 
blsolvent '." 
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IJm. ~  ,TM ~  Sir ,,"d,Ur .Rah.iJJl) : Amen,dmenl 
DlOVe,;J. : 

.. That in claWle 42 of the Bill, after ela.UII6(a-) of the proposed'section 87B, the 
follo\\ illg' be &dded: 

• (00) The office of a managing ngent shall be vaea,ted if he is adjudged, 
insolvent '." 

Mr. S. Satyamurti : You will kindly notice, Sir, that I have got q 
amendment, No. 132 in ,the Revised FiD.al List, at page 18, which seeks 
to add new clause-87J-including a number .of contingencies under which 
office. is vacated, and insolvency is one. 

Mr. President (The Honourable Sir Abdur Rahim) : Then why 
should this be moved f I do not know what Mr. Chettiar wants. 

Mr. T.S. AvinubiHngam Ohettiar : This has been accepted by the 
Government. 

Mr. President (The Honourable Sir Abdur Rahim) : But there is 
another and more comprehensive amendment of Mr. Satyamurti. 

'l'he Honourable Sir Nripendra Sirear : The position is, Sir, that 
the lllore comprehensive amendment may be lost :  I do not know. Sup-
posing the more comprehensive amendment is lost, I do not "ant my 
friend to be shut,out by any technicality. 

Mr. President (The Honourable Sir Abdur Rahim) :  W ~  it halil 
beev. moved and I have put it to the House. 
The Honourable Sir' Nripendra 8ircar: I have nothing to say:, ]j 

accept it . 

•. President (The Honourable Sir Abdur Rahim) : The question 
is: , 

, ", 'I'hat, in claUiMl 42 of th,e Bill, t ~  (a) of, the,.propQlMld ~t  ~  the 
following be ad,ded: ' I ',' ,  ' ,  ' . 

o (00) The office of a managing ~ t shall be vacated if he is adjudged 
,insolvent, '." 

The motion was adopted. 

Mr. S. Satyamurti: Sir, may I move amendment No. ~  T I am 
DQt JJ;loving 871, ~ it is covered. by the previous amendnlent. I DU>ve : 
.0 That in ela.UIl6 4,2 of the Bill, after the propoBed ~~  8711, the foll0w;iDR 

Dew section' be added : 

• 87J. The office of a Managing Director shall be vacated if the MJLnaging 
Direetor- ~ .  .  " 

(0) fails to obtain within the time specified ih aub·aeetion "(1) of. aemoa 1M. 
, 'or at any time thereafter eeases to hold,' the 1ba1'8 quali1i.eation, if; any, 

~ for his appointment, or i' 1':, ~ 

(b) is found to be of unsound mind by a Court of ~ t~t jlUiadietion, or 

(c) ill &a3udi!ed an iilsoIvelit, or . 'l' • 

(d) ~  to Jl\l.y ~ ~ lIlII-4tl .on. ~  ~ ~  ~t  ~ ~t  ~ \:Ji hiI!!-, irithin 
II1X ~th  from the date' of such, being made, or ~  

''(e>. Without the.nation of the company in general t ~ ~t  orh,qJc1,a 
,  " anr o1liee of profit under the eompany other than that pf a Mane.ging 

Director or Manager or a legal or technical ~  a baWler, 'or 

(f) aee&ptla a loan from the eompany in t ~~  ot.· ~ 87ri, 
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(g) is ~  ~  interested in any eontract or arrangement in contraven-
tion of ~  _._ 

(h) is removed from his offiee by the eompany under section 87B, 

(i) transfers his office in eontravention of seetion 87B (b), or 
(j) if the eompany, of which he is the Managing Agent, is wound up either 

by the Court, or voluntarily'." ' 

The Hono:urable Sir ~  ~  : Sir, I have an objection to 
take to the moving of this amendment on a point of oJ;'der. If I may, draw 
the attention of the House and of the Chair to section 86G at page 16 of 
the Bill it ~  the office of a director shall be vacated if-then there 8l'e 
clauses (a) to (g) . The amendment now proposed says that the office 
of a managing director shall be vacated if-then we have clauses (a) to 
(,1) ........ 

Mr. S. Satyamurti: That was a mistake for managing agent. 

The Honourable Sir Nripendra. Sircar : No ; when the Honourable 
Member moved it, he moved it as" managing director ". 

Mr. S. Satyamurti: No ; it is managing agent. 

"!'he Honourable Sir Nripendra Sirca.r : Weare at cross purposes : 
[ thought what was moved was' about managing directors. 

Mr. S. ~ t  Sir, it is a J;nistake. You will kindly notice 
that clause 42 of the Bill is concerned with managing agents. I am sorry 
J repeated the mistake and read it out also as managing agent. I 
apologise to the Chair and to the Law Member. 

The Honourable Sir Nripendra Sircar : But it is not a question of 
lD.y frjend apologising. I do strongly object to a thing like this 8eing 
$tartcd now, that is to say, that the IJl8ll8ging agent has got to be removed 
for any of these things in clauses (a) to (j). For that no noti<;lc \;;1", 
been given. I do not know whether this is necessary at all. ~  

Ilcnourable friend should not be allowed to correct that because it is nut 
a merely small change. It is changing the whole thing. While moving 
he did got COJ:"rect it, and the Chair should not allow him to correct it now, 
even though. my friend may want it. The whole subject of managing 
Agency will have to be gone over again iJe nOtJo if that change is to bl'! 
made. 

Mr. Presiaent (The Honourable Sir 4bdur Rahim) : I cannot allow 
it to be made now. 

~  a. SatyamUJ;"ti: Will you ~  allow me to ~  1.\ Sl;lQ-
~  Clause ~ of the Bill relates to managing agents ~  only to 
ma,naging agents. My (Ullendment is to clause 42 of the. Bill. In ~
tiQ:r;l 87H also I proposed an amendment regarding ~ ~~ agents : If 
YOU will kindly' read the proposed amendment-section 871, It also deals 
"'ith ; ~  agents. l,.ooking at the ~ t t I subm.it. n,obody. ~  
have reac:t it except as referring to ~  ~ t  It 18 .a ~  
T:bis ~t is to ~  42 of the Bill : there 18 no ~  director 
at a),l. In clau,se (e), yOU will find it supports my contentlOn because I 81.\1 
" otllef thpp, that of a managing director ". 

Mr. ~ (Tke Honourable Sir Abdul' Rahim) :  I ~ not lillie 
-whether you should. not give fresh notice; As o\ljection Jaas ~  tek-. 
-1 ~ t  this to be moved. 'leu--only gil) on-the wOl'ding .fi tJr.o 
amendJ):J.fII1t as Printed. - ... - -
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Jir. it 8. Mw1 : M.ay I just put in a word, Sir' If sub-section 
(2) of section S6G were read along with this amendment-that sub-section 
says: 
.. Nothing contained in this seetion shall be deemed to preclude a company from 

providing by its articles tha.t the office of director shall be vacated on grounds addi· 
tional to those specified in this section." 

Evidently, the object of the M.over of the amendemnt was certainly 
to refer to the managing agent and not to the managing director. He 
wants the office of direetor also to be governed independently of the pro-
viSions made for the removal of the managing agent. It seems to me to 
be obviously a nrlstake in writing, or some such mistake. 

Dr. Ziauddin Ahmad: The '!'Vords " managing director" do not 
occur in the definition clause. In clause 2 of the Bill, " manager " and 
" managing agent" occur, and there is no such word as "managing 
director". Evidently, it is a slip of my Honourable friend, or some 
~ h thing. 

Mr. T. Chapman-Mortimer: Sir, this list of amendments has been 
in the possession of the House for the last ~  days and if my Honourable 
fritmd does not till now discover that there is a mistake in his amend-
ment I do not think that this House should be lenient in the matter. 
My Honourable friend should give two days' formal notice. This is a 
very serious Bill and these amendments require a lot of consideration and 
t submit that you should not allow the Honourable Member to move his 
amendment n()w. 

Mr. President"(The Honourllb1E" Sir Ahrlur Rah;m) ~ The Honourable 
the Leader of the House and other Members take objection to the moving 
of the amendment in the form noiW' suggested and, I am afraid, therefore. 
I cannot allow it. 
Pa.ndit Govind Ballabh Pant :  I move : 
•• That iii. clause 42 of the Bill, after the proposed section 87H, the following be 

insert.ed: . 

• 1!7HHH. The office of a Mana,¢ng Agent shall be' va.eated if the. Managing 
Agent acts or is a party to the eontravention of any of the pl'Oviliions 
contained in-(it must be, ' clause " and not' this set.tion ')--elause 42 '." 

I move that in ease of a breach of any of the provisions ()f clause 42 
the managing agent shall vacate his office. The 'amendment" is simple 
enough. Certain duties have been imposed on the managing agent and 
certain disabilities too, uncler this c1ame 42. HE" is required to do certain 
things aod to abstain from doing others. If no penalty is pr()vided, then 
there is little use in prescribing th()8e duties or disabilities or imposing 
those conditions. In order to make the provisions effective, it is neces-
sary to prescribe some sort of penalty'. This Bill teeins with many penal 
provisions in the form of fines, imprisonment, etc., but in clause 42 there 
is no provision of such a ferocious type. The penaltY thlit I am providing 
here is much simpler and in case any action is taken by anybody which 
is not covered by this clause 42, then it will be open to the" 'managlne 
agen!, as it is open to other ~  wh() is ~ t with in ~  
and Illegal manner, to seek the aSSIstance of the Court for the vmdIcatIOn 
of his rights. That is the remedY,1IIVailable fit -everY' perabn,' 'aud·<that 
alone is the remedy available to any' one when his rig1lts 'are interfet!ed 
or . dealt ·within an unlawful. mann6l'. I hope' that the Honse will ,agree 
that the provision I am making is necessary, wholesOme and salutary';.· .,. 



'llr. President (The Honourable' Sir Abdur Rahini) :". Amendment 
moved : 

". That in elau8e 42 of the Bill, after the proposed section 87H, the folIowiDg be 
iUerted : 

• 87HHH. The office of a Managing Agent IIhalI be vaea.ted if the Managing 
Agent acts or is a party to the contravention of any of the provisions 
contained in c1a1l8e 42 '. JJ ' 

The Honourable 8ir Hripendra airear : I do not want to raise a 
point of order, but I want the House to realise what is happening. We 
are now providing that for breach of any of the provisions in clause 42, 
which runs into rourpage9, the managing agent's office shall be vacated. 
We have in the diderent sub-clauses provided for penalties in respect of 
some. If the H{)UBe will turn to page 20, they will find, for contraven-
tion of section 87D, which is in clause 42' : ' 
.. In the event of contravention of sub-section (1) any directoY of the company 

who is a party to the making of the loan I!ilall be punishable with fine which may 
utend to five hundred rupees. ' , 

Section 87E, paragraph 2  : 

., In the event of any contravention of the provisions of this section, any director 
or officer of the company making the loan or giving the guarantee who is knowingly 
and wilfully in default shall be liable to :flne and make good the 1088 ••••• '  , 

So that, iD. some of the cases, not in all, we have provided a punish-
inent or penalty f{)r contravention of the sub-clauses of 42. I admit that 
there are many other sub--clauses about which there is no penalty. 

Mr. Bhulabha.i J. Desai: Assignment of office. 

The ~  Sir Hripendra Sirear :In respect of some' of them 
penalties have not been specifically provideq for, I mean they have been 
deliberately not provided for as being urineCess&ry. For instance, if the 
transfer is void, then it is for the company to proceed on the footinR' that 
the tl'llnster is void. It is not necessary that for every contravention of 
the numerous sub-clauses the managing agent must be sent to jail ..... . 

Pandit Govind Ballabh Pant : I am not sending him to jail. 

The Honourable Sir Nripendra airear: On the merits, I h ~  onl.y 
(lne submisison to make to this House. Of the numerous proviSIons, If 
there is the ~ht t breach of anyone of them, what is the punish-
ment Y He will vacat.e his office. As I said, my Honourable friend, I am 
quite sure, does not want to ~ t rid of the ~  agent, but at the 
back of his mind he is obsessed with the idea that the managing agent is 
It nuisance and should be NlIloved. I am quite sure that he believes that 
he doe,; not 'Wlant the .managing agent to be removed. but that is '\'\ hat he 
if: doing. Here ,are ~  which run illto three pages. If there is 
a breach of anYlPf them; then there is no half-way house, he must vacate 
automatically. 

Sir ~  Jeha.ngir: The pnnishment does not suit the crime . 

. The :BC)nonrable Sir ~  Sircar : ,Severe h~ t  He must 
~ t t t  if. any. of the numerous,suD-clauses whIch cover three 
page$, ~  I $Ubmit tlJat on the merits it is too drastic a punish-
~ t even ; for t ~~t  " -" ' 
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• ~  ~ t  h ~ ~ ~ ~ ~  : ~~~  ~t  
IS : ' 

•• That in clause 42 of the Bill, after the proposed section 87H, the following be 
insezted: -

• 1l7HHH. 'l'he office of a Managing Agent shall be vacated if the Managing 
Agent a.ets or is' party to the contravention of any of tlae provisions 
contairu!d in clause 42 '." 

'l'he motion was negatived. 

Babu Baijnath Bajoria: In view of'the fact that Regulation 71 
has been niade' compulsory, I do not want to move amendemnt No. 136. 

t ~  ~ Ballab1a Pa.n\: Again, I have to seek your indul· 
gcnce. ~t No. 138. In p_ of the words" tJiis Act ", tb,e 
words which in reality I wanted to write, it must be a mistUe of mine, 
were ,. any agreement ", so that the amendment will read as follows : 
•• That in clause 42 of tlie Bill, after the proposed section 87H, the following new 

section be inserted : 

• 1l7HHHH. Nothing in any agreement or in the articles of aBsooiation orltny 
company shall prejudice the right of the company to remove the managing 
agent according to general law'." 

~ BonoU1"able lVIember : What is the meaning of that Y 
Pandit Govind Ba.llabh Pant: The meaning is that the managing 

agent is liable to be removed under ordinary law for maDY. things which 
are !lot covered by this Aet. A speech was made by the ~ 

the IJaw Member dealing with this lISpect ~  the matter. 

Mr. II. A. J:iDnah : As if the, ~ dic;l not exi,st Y " 

Pandit Govind Bal1a.bh Pant: Yes, as if the agreement did not 
exi8t. In order to remove such misappreh,ension, I am introducing th ~ 
clause. This has also another' object. 

Sir' B. P. 1tf.ody. : Can you ~  an illustration , 

Palldit Govind BaJlabh Pant : .Yes. Sometimes a9 agreement h~ 
8 condition iike this tiiat' in splfe of the managh:i.g' agent embeizli:iig the 
money ~ the ~  ~ will not be liable to be r.-noved or in BItite of 
the ~  ~ t dealing 'With the affairs of t1:te. ~  not onJ,y in 
an incompetent and inefficient but even in a dishonest manner ~  'Will be 
entitled to continue as a managing agent. I have seen agreements in; 
which provisions have been made to the effect that the managing agent 
may be guilty of negligence or default and breach of duty, yet no action 
need be taken against him. By means of this {,rovision ~ want to nullifY 
all such restJ,"ictive clauses which tend to ~t the operation of the 
ordinary law and to protect the managilig &gant aga.instJtbe wrongs h ~ 

are actionable in ordinary law. I would have {'referred the language of 
clause 860 which is applicable to directors, ,auditoJ,"S8.Jld t~  officers 
and has been taken from the English Act but unfortUJlateJy, I did ~ t 

table an amendment in that form. If the Law Member approvesotl! it, 
as I have not much ~  in my. drafting,.l wouid ~t t~t th!l 
language of 860 be adopted with this little h ~ that ~ Qf th4;) 
director or ofticer and 8(l on, we may h ~ the 'ford" managing agent. 
Then it will be very e8,SY,' to dra.fi;. In' fact the m,ana,gmt areD,t ilQghibe 
introduced in SSC 'itselt 'f'batwi}} Simplify tt ~ F ,dI:J nOt knOw. 'if 
the 'Honourable the Law ~t ~  'I' do_ ~ 
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want to hit the managing agent in im. indirect manner. I 'Would be fIOrry 
it I ever atwmpted to st.ab anyone. I sltould rather like to fight him as 
man to man if necessary: than in an indirect manner. I want the 
managing agent to be there but I want to protect him against such 
temptations as a,re likely to mislead even saints. . 

Mr. T. Ohapman-Mortimer: On a point of order. I understood 
my Honourable friend to say that he wants to change his amendment. 
He wants that instead of the word" Act" there should be the word 
to agree:ment" (An Honourable Member: " any agreement ")-he wants 
" any agreement ", which makes it worse. It changes the whole sense of 
th.is amendment and then' he goes on, if I understood him correctly, it 
~ not to be S7H but S6e or some wording taken from it. I submit that 
~ question of changing a Bill of this kind is very important and ought 
110t to be allowed wiless proper notice is given.' 

The ~  .. Hripendr& Birc&1," : t do not raise any point of 
t~  Rut the point really is of very great impotance in this way. 

Ali I haye said in my previous speech, we very often. come across articles 
which contain rather peculiar clauses. It may be that my Honourable 
friend, Mr. Chapman-Mortimer, has not come across those clauses in 
the agreement. 

Mr. President (The Honourable Sir Abdur h ~ .At this stage, 
I should ~  to know whether the Law Member has got anything to 
lay on the point of order raised by Mr. Chapman-Mortimer. 

The BODOur&ble Sir lfripendra. 8irea.r: On the point of order, I 
say ri·o1.hing. '. 

Mr. ~ t (The Honourable Sir Abdur Rahim) : I do not think 
that 'any Honourable Member has been seriously misled by the changes 
made in the wording of the amendment. I will, therefore, put the 
amendment to the House. 

Amendment moved : 

•• 'l'hat in clause 42 of the Bill, after the proposed seetion 8711, tbe following new 
flection be inserted : 

• 81HHHH. Nothing in 8Jly agreement or in the articles of association of any 
company shall prejudice the right ~ UJ,e oo,JP.pany to remove the mauaginf 
agent according to general law'." 

The Bonoura.1tle ... JItrlpendra. Sirea.r: If Honourable Members of 
thiliHbuse will turnt'to page 15, 86C, what is wanted really by the 
amendment is that iri.,S6C, after the words in the fourth . line 'f02 
exempting' any Illirectol', manager or officer of, the company , the words 
managing agent llhould be put in: Then the 'whole objeet is gained but 
~~  th~~ ~ t  i,s h ~  86,C t~ ~t ~ to ~t t  Fir.t 
of aU that ~t  has been passed and secondly It may. ·not ~ appro-
priate to'lump up the ~  ~ t with the ~ t  but asrerartia 
the ~ t  I do· not thmk my HODOvable frIend, Mr;' Chapman-
~  will Gppo!Ie it,' for this. :re8SOlJ. •... 860 has. heeD . taken·v.erbatim 
fl'em··lIe('.ion 152 of tke BDgliehf:.A.ct· whieh rtDis ·tau&i(AndLihaB 
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lSi!; Nripendra Sircar.] 
subinit in a moment that this is far more necessary here thaII in 
England) : 

•• ~  as hereinafter provided, any provision, whether contained in the articles of 
a company or in any contract with a company or otherwise, for exempting any direetor, 
manager Of officer or any person employed by the compB.D.y as auditor from or indemni-
fying him against any liability which by virtue of any rule of law would otherwise 
attach to him in respect of such negligence, ete., shall be void." 

llnfortunately I have come across, in my experience at the bar, 
many extraordinary agreements. For instance, the managing agent 
if; not liable to be removed for fraud, unless that fraud has been proved 
in a Court o{ justice and that having been done it inust come before the 
shareholders. There must be a three-fourths majority. Every share-
holder must ~ notified, the notice being of twelve months and a general 
notice will not do. This is an extreme case but there are other agree-
ments also which relieve them from wilful default, negligence, neglect 
and all other grounds on which any agent should be removed. To 
prevent that, section 152 of the English Act has been enacted and it 
has heen copied verbatim in 86e on page 15 and by reason of 86C, 
the proyisions of the English Act apply to directors, officers and 
manJl!!ers. It .. ~ t be the intention of everybody not to exclude the 
managing  agent and to make those clauses applicable only to directors, 
officers and managers and so on. The question is how this has got to 
be done. I am not sUre whether the managing agent ~ not already 
included. I do not. th ~ I can agree to the form which has ~ 

proposed by my Honourable friend; because I fight shy of these general 
words" according to general law", and so on. If you will go back 
to the language of 86C and move it in such a form that aU that it 
means is that what applies to the director will also apply to the 
managing agent, to that I shall have no objection ; and I do suggest 
that the same result could be obtained. by simply stating that the provisions 
of 86C will apply to managing agents. 

Pa.ndit Govind Ballabh Pant: Then you might move an amend-
ment to my amendment T 

The Honourable Sir Hripendra Bircar : I have not given notice of 
any such amendment. 

:Mr. N. C. Cbunder : Can't we say that for the purposes of 86C a 
managjng agent shall be considered to be an officer of the company 7 
In that case it is the same thing. 

The Honourable Sir Nripendra Sircar: I do not think my Honour-
able friend is proposing that. You cannot 'touch S6e now, but what 
be proposes is that in clause 42 you put in a sub-clause that fdr the 
purposes of this S'Ilb-clause the managing-agent provisions of 86e will 
apply to the managing agents. Of course the t ~  I cannot 
formulate just now, nor do I know if it is necessary.- - • 

Mr: Prer4dent (The Honourable Sir Abdnr Rahim) : ~~ want that 
to stand over T . " .  . 

The BouonrableSir NripeDdra BiJ:car: I think so, Sir; this is Ii 
very important matter. I th ~  . are . all agreed upon the principle; 

~t to: what · ... ~ h  got to SIlY, 1 .do oot ~ 
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any reason why you should apply the provisiQns of 860 to all oflkers, 
directors, auditors and everybody and exclude the managing agent!>. 
That ~  is not our idea. It is purely a mistake on our part, if the 
managing agent has been excluded. 

Mr. President (The Honourable Sir Abdur Rahim) : Very well, it will 
then stand over. 

Mr. Smyya. K1lDI8I" 80m (Dacca Division: Non-Muhammadan 
Rural) : Sir, I beg to move: 

.. That in clause 42'!)f the Bill, after the prop08e1 section  87H, the following new 
section be added : .. 

• 87I. The managing agent shall not hold directly or indirectly more than 25 per 
cent. of the share capital of the company : 

l'rovideil. this sub-scctionwill not apply til private companies '." 

:rbe Honourable Sir Nripendra SirOar : What will happen if he does 
hold 26 per cent. , 

Mr. Suryya Kumar 80m: That will be illegal. 

The Honoura'b!e Sir lfripendra IIircar : There is no provision in your 
amendment for anything hlltPPening to him. 

~ Buryya B:1IDI&1" &om': Then, he Will not be conSidered as holding 
more than 25 per cent_ of shares. Sir, I "know this provision will have 
not thc supPOrt of many but I have been hearing durillg thi8 discussion 
on the Companies Bill a lot about the powers of the managing agent 
in the matter of controlling the votes, controlling the business, and 
controlling the directorate also, and, Sir, it hM been often argued that 
managing agents, having secured fifty-one or sixty per cent. of the 
company's shares, can nullify all the salutary provisions that are 
being enacted in this Bill. This has been the gist of the arguments for 
aU these days against the managing agents. Now, Sir, if there is really 
any intention to take away the controlling power of the inanaging agent. 
over everything of the company aga.i.Jlgt the wishes of the shareholder, I 
think lome such provision should be made. It may be argued that if a 
managing agent be a very rich man, he can supply almost seventy-five 
per eont. of the capital and it will be to the advantage of the C<Jmpany 
to avail itself of that j and it may be argued also that the people 
expect that the managing agent should come forward to finance the e(,mpallY. 
But I ~ it to you to consider that the money can be supplied to the 
company in various ways ()ther than by having shares purchased. The 
manag'ing agent cF supply capital 11.9 a debenture-holder, he can supply 
capital, liS loans, In f"loCt in many ways without controlling the yoting 
capacity of the company; he can help the company in ~ other 
:w:ays, and t~  Tjustify his position as a managing agent. So far as I 
know'it is the talk everywhere, whenever you find any injustiCe dOlle by 
the Dlanaging agents to the shareholders, and when there is a combined 
attempt· m.-de by the shareholders to control the' managing agent they 
find that in reality the managing agents control the majority of the 
shares, the cry among the public is 11.9 to how to cheek the powers of the 
managing agents. The difticulty however is this, U the managing agent 
controls the majority of the votes, how can the shareholders' control him , 
That hM really been the helpless ®ndition of the. ~ h  . Assuming 
for the sake of argument that a managing agent is thoroughly diBhonest 
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m dealing With the aft'a.irs of the company, (I do not say that all managing 
~t  are dishonest) if a managing agent proves to be such and is care-
ful to evade the penal sections of the Act, the question is, how to 
eontrol Lim T The only effective way would be not to allow him to 
havE.' H control over the majority of votE.'B. If the shareholders have the 
majority of the votes, they can compel him to obey their directions and 
they can impose limitatioDB on his whims. Therefore, I propose that 
managing agentB should under no circumstances hold more than 25 per 
. cent. of the share capital and I therefore move this motion. 

Mr. President (The Honourable Sir Abdur Rahim) : Amendment 
moved: 

" That in ClaUlle 42 of the Bill, after the proposed section 87H, the following new 
SEction be added : 

• 871: The m:a.'Daging agent shan not hold dil'eetlyor indirectly more than 25 per 
cent. of th!l share ca.pital of the company : 

.Provided this sub-section Will not a.pply to private ~ '." 

-The JIeilo1Ira.b1eSir lfripendn. Sirbar : Sir, I 6p:P0Rthi8 &:dlend-
ment ;I do not propose to make a speech. 

.. lIIr.'.Presidt.t. (The Honourable Sir .A;bdur RahiJDJ : The; qUe$tion 
16: 

." That. in; ~  41, kif ,tbeJrul; after the plbpoa8d seeti0'll.87H, the following new 
I16CtiOD. be added.·.: 

, 8'1I. The mlllDaging :agaIit lihall·lio1i hold dirGetl, or indi\'eetly mere than B5 per 
cent. of the ahare capital of the· company: 

.Provided this sUb"ktiob win not alpplyto private companieS '." 

h t~  was negatived. 

'Mr ••. ~t t  Sir, With y()ur leave, and in order to shorten 
the ~ ~~ may I &l:1k one q'tIesfion of the Honourable the Law 
Member 1 There a're tb:ree ail1endmellts of mine on the same lJubjact,-
t'iz., Nos. 141,142, and No.1 in su.'Pplementary List No.8 to th~ ~ 
Final lAst. Will my friend kindly mdicate whether he will accept '8!ty 
tff these amendm:ents T  I will then oo'nsider my course of action. 

The Jlonoun.ble au-~  ~  : Sir, my positioll. is this. I 
~  quite definite that this is not wanted at all. You need not !fay i'a 
this sedion : 

" .NotwtthlltandiJig ~  to the contrary in 'tIie Artielesief .A88oei&tS.on ctr in 
~ ·contraet willh the COmpany, n"b ~ t shall ha"" aily ~ to ~ t a 
(lireetoT of a Company of ~h h ~  is t\le ma;a.aging agent." ,  . ,; 

Tli'at ~ my "riew.The S'ectlon is q11ite absolute. ·ifou"llre baiTing 
II'Omet'hing to 'be don:e, 8!l'icl in these two sections you need-l1ot $.y :  • 

.. ~th t  anything to the contrary in· the Articles of ~ t  ... ~  
. ., aut 'on 'the inerits of 87K, no managing ageat Bh&ll. have power to &Ifpoint :a 

~ t  ' , . . 

I think· my ·friebd kn(S1V8 in that ~ what the ansW '\'rill: ~~ I 
lIhaU oppose.' 

t ~~ ~t ~  t .. 
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The Honourable Sir Nripendra Bircar : We shall oppose th!Lt amend-
~ t  If it is now aarried, it will mean that aU the special directors, 

t ~h  and Government men and so on will come out of the 
one·third which I shall oppose. 

Mr .•. a.tyunurti: Sir, in view of the statement of the Honour-
able the Leader of the House, I do not move my amendments Nos. 141 
and 142, but I do move amendment No.1 on Supplementary List No.8 
with a ,,:light modification. I mOve : 

.. That in clause 42'of the Bill, after the propo8>ld section 87H, the following new 
section be inserted : 

• 1l7K • .No managing agent shall have any power to appoint more than one 
director of a eoDi.pll.D.y of which he is the managing agent '." 

You will n()tice, Sir, and the House will notice tha,t the Bill, as 
originally irecommendedt)y the Select 'Committee contained a provisioIl; 
~  for shareholders a minimumo-f one-third of directors and a 
maximum of one-third for the managing agents. Ry some accident that 
got klloeked out and I am trying to repair the mischief at this stage. 
I am moving this provision that managing agents h ~  ~ have the 
power to appoint more than one director. The result of all these 
amendments so far carried is that managing agents have cp.rtain definite 
functions to discharge and the directors have certain oth'er functions to 
discharge. Dyarchy is bad enough but if it is to consist of one-half of 
nominated members then it becomes monarchy masquerading as dyarchy. 
Today, the managing agents not only have all the ~  under this 
Bill but also they have the power of nominating directors to an unlimited 
extent. I am sure all those Honourable Members who want the 
prosperity of OUr companies will agree with me that shareholders must 
have the right to elect dire·ctors. Of course, there may be some need 
f()r the managing agents to have their point of view presented on the 
directorate so that their cases may not be decided by default. That is 
why I provide that one director should be nominated by the managing 
agent. His functions are well-defined in the agreement or in the articles 
of association or under this Act. He knows exaCtly what his duties and 
responsibilities are. On the other hand, we must, I think, have an 
independent directorate independent of the managing agents who will 
be responsible only to the shareholders. I think it is a happy compro-
mise by which we will have directors who will carryon the general 
management of the· coinpany and there will be the managing agents who 
will be discharging their duties under their contract with the company 
or under the lWticles, of ~ t  or under this Act. It seems to me 
that1lhat will be th~ ~ t way of guaranteeing to managing agents their 
freedom, to directors their freedom and the shareholder!! having their 
voice on the t ~t  

Babu B&ijna.th Bajoria: May I ask a queetion' H there arc six 
·()r ejght di.:rectors, how many directors will be sent by shareholders 1 

Mr.· S. Satyamurti: The question is this. The managing agent 
ought not to manage the company directly himself and then pull the striugB 
of the directors also. After all, the managing agent must have his 
rights nnd liabilities. It is not right that he should have all his rights 
and privileges under the contract, under the articles of association and 
under t.his Act and yet also seek to influence the directorate unduly. 
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Let bim have his case represented by all means. Having done that, the 
entire management should be in the hands of· the directors. 

The Honourable Sir Nripendra. Sircar: This may be required for 
repah·jng the mischief you have done, but no one has suggested one 
director so far. 

Mr. President (The Honourable Sir Abdur Rahim) : Amendment 
5 P.M. moved : 

•• That in clause 42 of the Bill, after the proposed section 87H, the following MW 
~ t  be inserted : 

• 117 K. No managing agent shall have any power to a.ppoint more than OM 
direetor of a eompany of whieh he is the man.a.ging agent·." 

Further discussion of this amendment will be carried on on Monday. 

The Assembly then adjourned till Eleven of the Clock on Monday, 
the 5th October, 193ft 
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