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LEGISLATIVE ASSEMBLY.
Wednesday, .23rd September, 1936.

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

MEMBER SWORN.

Mr. George Hemming Spence, C.I.LE., M.L.A. (Secretary, Leglslatnve
Department)

QUESTIONS AND ANSWERS.

RENT OF ReFrEsHMENT RooM BUILDINGS wrTH thurwnn ON THE NORTH
WESTERN RamLway.

547. *Qazi Muhammad Ahmad Kazmi: (g) Will' Government be
pleased to state whether they are aware that the general rent of refreshment
room buildings with furniture on the North Western Railway i8 Rs. 2 per
mensem ? Is it the same for Indian and European refreshment roowms {

(b) Is it a fact that the rent of Indian and European rcfreshment
rooms on the East Indian Railway is Re. 1 per month for building only
without furniture ?

(c) Have Government consideréd the advisability of making the
East Indian Railway authorities to supply furniture to all reireshment
rooms and charge them at the rate of Rs. 2 per mensem 1

The Honourable 8ir Muhammad Zafrullah Khan : () No rent is
charged for refreshment rooms, whether European or Indian, on the North
Western Railway.

(b) The rent of all refreshment rooms on the East Indian Railway is
based on the accommodation provided and is not rupee one per month.
Furniture, kitchen and table equipment are supplied by the contractors.

(¢) No change is eontemplated in the present arrangements.

Qazi Muhammad Ahmad Kazmi : Is the Honourable Member aware
that the accommodation provided: for the English refreshment rooms at
Laksar is much better than the accommodation provided for the Indian
refreshment room 1!

The Honourable Sir Muhammad Zafrullah Khan : No, I am not
aware of that.

Qaxi Muhammad Ahmad Kasmi : Is the Honpurable Member not
aware of 1t or it is not a fact ? :

( 1675 )
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The Honourable Sir Muhammad Zafrullah Khan : I am not aware of
it.
Qazi Muhammad Ahmad Kazmi : What are the rents that are

generally charged for Indian refreshment rooms on the East Indian
Railway ?

The Honourable 8ir Muhammad Zafrullah Khan : As I Lave said.
the rents are based on the accommodation provided.

Qazi Muhammad Ahmad Kazmi : Has the Honourable Member got
any information as to the exact rent charged for any refreshment rooms
on the East Indian Railway ¢

The Honourable 8ir Muhammad Zafrullah Khan : No, I have not ;
but if the Honourable Member wants that information, he should put
down a_question, and 1 shall get the information for him,

Qazi Muhammad Ahmad Kazmi: At any rate it is not rupee one
a month, is the Honourable Member definite about it ?

The Honourable 8ir Muhammad Zefrullah Khan : The Honourable
Member’s question is whether on the North Western Railway a rent
of rupees two per month was charged, and my reply was that no rent
was charged on the North Western Railway.

Qazi Muhammad Ahmad Kazmi : On the East Indian Railway I
say it is rupee one per month.

The Honourable 8ir Muhammad Zafrullah Khan : On the East
Indian Railway my information is that the rent is charged with

reference to the accommodation provided, and that it is not rupee one
per month. S gpw

ELECTRIC CHARGES REALISED FROM INDIAN REFRESHMENT ROOMS ON THE
EasT INDIAN RAILWAY.

548. *Qazi Muhammad Ahmad Kazmi: (a) Will Government be
pleased to state whether it is a fact that the Indian refreshment rooms on
the East Indian Railway are charged Rs. 2-15-0 per month for electric
fitting in addition to the ordinary electric charges, while no such charge is
made irom the European refreshment rooms %

(b) If the answer to part (a) be in the affirmative, have Government
considered the advisability of ordering the Fast Indian Railway autho-
rities to make no such charge from Indian refreshment rooms ¢ If not,
why not

The . Honourable 8ir Muhemmad Zafrullah Kban : (a) Rent on
electric equipment is recovered at 11 per cent. per annum on the capital
cost from all refreshment room contractors. Elecirie current consumed
is also charged for at _the rate of three-and-half annas per unit, gr the
actual rate, if current is obtained from a private company. = °

{b) Does not arise. , .

Qazi Muhammad Ahmad Kazmi : So far as .the electric fitting
charges are concerned, are they a continuous charge, or they cease at
a certain stage when the full charges have been recovered ¢

o
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. The Honourable Sir Muhammad Zafrullah Khan : I have not got
the information, but I should imagine it is a permanent charge at that.
rate.

Qazi Muhammad Ahmad Kagmi : [s it charged from the European
refreshment rooms also 1

The Honourable 8ir Mubammad Zafrullah Khan : I believe so,

RENT oF INDIAN REFRESHMENT RooMs ON THE EasT INDIAN RAmLwavy.

549. *Qaxi Muhammad Ahmad Kazmi: (¢) Will Goverumen: be
pleased to state whether it is a fact thaut Indian refreshment rooms on
the East Indian Railway have recently been served with a notice that
they must pay rent of the buildings at Rs. 25 per mensem, while the
European refreshment rooms have yet to pay according to the old rate ?

(b) Have Government considered whether this inecrement in rent is
sure to re-act on the prices and quality of the edibles supplied to the
passengers by the refreshment rooms ? If so, what is their conclusion ¢

(¢) Have Government considered the advisability of pressing upon
the East Indian Railway authorities the need to make no such additional
charges from Indian refreshment rooms ¥ 1If not, why not ¢

The Honourable 8ir Muhammad Zafrullah Khan : (a) At certain
stations on the Lucknow Division the rentals of Indian refreshment rooms
have been enhanced.

(b) The Agent states that the enhancement does not re-act on the
price and quality of edibles.

(¢) The question of the fees to be charged by railways for the use
of refreshment rooms and for licenses for vending contracts is now under
consideration and it is hoped to discuss it with the Central Advisory
Counecil shortly.

Mr. 8. Satyamurti : What is the reason for increasing the rents of
the Indian refreshment rooms, while the rents of the European refresh-
ment rooms have not been increased ?

The Honourable 8ir Muhammad Zafrullah Khan : I am afraid I
eannot give the exact reason. Probably the Administration thought
that there was some justification for it, but as I have said in answer to
part (c) of the question, the whole matter is being reconsidered.

Mr. 8. Batyamurti : May 1 know if the whole matfer includes the
prevalence of differential rates for Indian and European refreshment
rooms on several railways, especially on the Madras and Seuthern
Maharatta and South Indian Railways because on tbese two Railways
while the European refreshment rooms pay practically nothing, the
Indian refreshment rooms have got to pay very much higher raies !

The Honourable 8ir Muhammad Zafrullah Khan : I imagine the
whole question of the basis of these rates will come under consideration,
and that is ome of the aspects which I have no doubt the Central
Advisory Council will take into consideration. ‘

Mr. N. M. Joshi : May I know if the Government will consult
the Central Advisory Council also as regards the quality of the food
supplied and the rates charged on the restaurant cars ?
A2
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The Honourable 8ir Muhammad Zafrullah Khan : I cannot say
whether that is a matter that will be included in the agenda prepared
with regard to these vending contracts, but I have no doubt that if
the Advisory Council wishes to consider it, and there is material for
considering the whole guestion, it will be able to -do so.

Qazi Muhammad Ahmad Kazmi : How have the Government come
to the conclusion that increase in the rents will not re-act on the prices
and quality of the food supplied ¢

The Honourable 8ir Muhammad Zafrullah Khan : As I have said,
the Agent states that he is satisfied, but so far as Government are con-
cerned, the matter is under consideration.

Qazi Muhammad Ahmad Kazmi : Has the Agent given any reasons
for that, or it is only his surmise 1

The Honourable 8ir Muhammad Zafrullah Khan : I am afraid I
could not give an exact reply without looking into the papers, but if
the Honourable Member wants this information and will put down a
question, I shall obtain the information for him.

Mr. Ram Narayan 8ingh : The Honourable Member is a Member
of the Government, and he says he imagines that the whole question
will be considered. May I ask him, when he says that the whole
question will be considered, whether he can give his word for it ?

The Honourable 8ir Muhammad Zafrullah Khan : I have not said
what the Honourable Member is attributing to me.

Mr. Ram Narayan 8ingh : No, Sir, he said I imagine

The Honourable 8ir Muhammad Zafrullah Khan : I have not said
that.

Qazi Muhammad Ahmad Kazmi : Is the question of European
refreshment rooms also under consideration ?

The Honourable 8ir Muhammad Zafrullah Khan : The question of
vending contracts on Railways is under consideration.

Mr. 8. Satyamurti : Is the question of not charging differential
rates also under consideration ?

The Honourable Sir Muhammad Zafrullah Khan : To that I have
already given a reply.

Mr. Lalchand Navalrai : May I know if all the Local Advisory
Councils will be consulted ? .

The Honourable S8ir Muhammad Zafrullah Khan : I believe, so far
as the Bast Indian Railway is concerned with regard to whom the

question really first arose, the Local Advisory Council have considered
the question and have submitted their Report.

RATES CHARGED FOR ARTICLES OF NECESSITY IN THE PRECINTS OoF RA1LwaAYsS.

550. *Qazi Muhammad Ahmad Kazmi: (a) Will Government be
pleased to state whether they are aware of the general complaint of the
travelling public that the rates charged for ordinary articles of necessity
are very high in the precints of railways and their quality is mostly
inferior ¢ o

(R ¢
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- (b) Have Government taken any steps to remove this -complaint !
It so, what ¢

(c) Is it a faet that the contracts for vemding cigarettes, beetles,
brasswares, leather goods and other ‘similar articles are given for large
sums of money ranging from Rs. 35 for Dehra Dun to Rs. 5,200 lor
Bareilly in the Moradabad Division of the East Indian Railway !

(d) Is it a fact that this system of selling the contracts exists in the
Moradabad Division ¥ If not, at which other places does it exist 1

(e) Have Government considered that the selling of these contracts
reacts upon the prices and quality of artieles sold to passengers ! If so,
what are their eonclusions ?

) Havg Govqrpment considered the advisability of pressing upon
the East Indian Railway authorities the necessity of selling these con-
tracts for heavy sums of money ¥ If not, why not ¢

The Honourable 8ir Muhammad Zafrullah Kban : (a) I presume the
Honourable Member’s question refers to the East. Indian Railway, the
Agent of which line states that the rates charged are in accordance with
the local bazar rates prevailing from time to time, and that careful and
constant attention is given to the quality in order that it should be kept
to as high a standard as possible. '

(b) Does not arise.

(¢) Tenders are invited for the sale of miscellaneous articles, such
as, cigarettes, brassware and leather goods, at certain stations on the
Moradabad Division. The amounts tendered and accepted vary at the
different stations.

(d) The system is in force on the Moradabad Division.

(e) and (f). The matter is one for consideration by the Adminis-
tration dand Government see no reason for their intervention. Articles,
such as brassware, leather goods, wood-work, clay figures. etc., are not
necessaries for the travelling public and the prices at which they are sold
will obviously be regulated by the demand.

Qazi Muhammad Ahmad Kazmi : Has any investigation been made
that the rates charged at the railway stations are the same as are
ordinarily charged in the local markets ? :

The Honourable Sir Muhammad Zafrullah Khan: T don’t think
they could exactly be the same. There is bound to be some difference
between the two, but as I have said, the Agent has stated that the
matter receives careful and constant attention.

Pandit Lakshmi Kanta Maitra : Is the Honourable Member aware
that from. the Burdwan slation a complaint was addressed to the
Honourable Member’s Department alleging that the foodstuffs supplied
at all the railway stations between Howrah and Dinapore are far
inferior in quality to the foodstuff obtainable in the bazar ?

The Honourable Sir Muhammad Zafrullah Khan : No, I am not
aware of any specific- eomplaint, but as I ‘bave said in answer to a
supplementary question to a previous question, the matter is to come
under the consideration of the Central Advisory Council.
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‘Pandit Lakshmi Kanta Maitra : May I know if it is not a fact that
some eminent doetors of the town of Burdwan on the East Indian
Railway forwarded a complaint to the Railway Board alleging that
the foodstuffs supplied by all these contractors are deleterions in character
and are highly priced and are far inferior in quality !

The Honourable 8ir Muhammad Zafrullah Ehan : I cannot say
whether that is a fact or not. I am not aware of the specific complaint,
but if the Honourable Member will put down a question I shall find
out whether there was a complaint to that effect or not.

Qazi Muhammad Ahmad Kazmi : The contract for selling articles
on the railway platform at Bareilly was sold for Rs. 5,200 per annum.
Does the selling of contracts go om only in the Moradabad division,
or is it prevalent on all divisions of the East Indian Railway 1

The Honourable 8ir Muhammad Zafrullah Khan : My information
is that this kind of contract is given on the Moradabad division. My
inference from that is that it is probably confined to the Moradabad
division, but I cannot give a specific reply without notice.

Qazi Muhammad Ahmad Kazmi : Does the Honourable Member
think that when a contractor has to pay Rs. 5,200 and the other con-
tractors have not got to pay so much, the prices of articles sold by such
a contractor would not be higher than ........

Mr. President (The Honourable Sir Abdur Rahim) . The Honour-
able Member ean draw his own inference. Next question.

Free JourNEYs ENJOYED BY BErcears, Fakirs anp Sadhus on
STAaTE RAILWAYS.

*Qazi Muhammad Ahmad Kazmi: (¢) Are Government aware
that on certain State Railways beggars, fakirs, sadhus, and the like, are
not prosecuted even under section 113, and are allowed to enjoy a free
journey * 1If so, why ?

(b) How do the railway staff presume that they have no m;')ney to
pay the Railway .charges and cannot pay when produeced before a
Magistrate 1

The Honourable 8ir Muhammad Zafrullah Khan : (a) Certain
Railway Administrations have found it necessary to issue instructions
for beggars, etc., found without tickets and who have obviously no
money to pay their fares to be ejected. Experience has shown that
prosecutions in such cases serve no useful purpose and cause consider-
able inconvenience and dislocation of work, consequent on the necessity
for the railway staff concerned to attend Courts.

(b) Individual members of the staff with whom the responsibility
rests presume indigence according to their personal powers of observa-
tion, intelligence and judgment.

Qazi Muhammad Abmad EKazmi : Under what section of the Rail-
ways Act are the Government entitled to eject persons from the rail-
way carriage !

The Honourable 8ir Muhammad Zafrullah Khan : T would require
notice of that if the Honourable Member requires the legal authont-v
to be specified. .
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Qazi Muhamniad Ahmad Kezmi : May I know whether the railway
have got any autherity to take- passengers out of a compartment t

Mr. President (The Honourable Sir Abdur Rahim) : The Honour-
able Member has answered that already.

Mr. 8. Satyamurti : Did not the Government put forward the
argument when the ticketless travel Bill came here that they had not
power to eject, and, therefore they wanted that Bill ¥

The Honourable 8ir Mubammad Zafrullah Kban : It is exactly for
that reason that I am unable to give a specific answer. There was a
difference of opinion between different sections of the House with
regard to the interpretation of that prov ision, and surely I cannot be
called upon to clear up the position in answer to a supplementary ques-
tion.

Mr. 8. Satyamurti : What is their position 1

The Honourable 8ir Muhammad Zafrullah Khan : Government have
stated their position during the discussion on the Bill.

Qazi Muhammad Ahmad Kaxmi: Have the Government inter-
preted that section to mean that they have got power to eject persons
from railways 1

The Honourable S8ir Muhammad Zafrullah Khan : That is a ques-
tion of argument.

Qazi Muhammad Ahmad Kazmi : Is it a fact that in some cases in
which persons were ejected, the persons who ejected them were found
by the law courts to have acted illegally and they were also probably
fined.

The Honourable S8ir Muhammad Zafrullah Khan : Does the Honour-
able Member really expeet that witheut notice .of such a question [
would have information at my disposal to give it to him in answer to
a supplementary question ? .

Qazi Muhammad Ahmad Kazmi : Before passing such orders tihat
the T. T. E.’s would be entitled to eject persons from railways, Gov-
ernment ought to have considered....

Mr. President (The Honourable Sir Abdur Rahim) : That is a
matter of opinion. Next question.

HoNORARY SpECIAL MAGISTRATES DEALING WrrH Cases oF TICKETLEes
\ TRAVELLING ON STATE RAlLways.

562. *Qazi Mubammad Abmad Kazmi: (a) Is it a fact that on
certain State Railways Honorary Special Railway Magistrates are
appointed by Government to deal with cases of ticketless travelling %

(b) Since when has this scheme been started by Government, and
with what result ¢

(¢) How many such Special Maglstrates are on each of the various
State Railways 1

(d) Do the Railways give the Honorary Speclal Ma.gxstrabes any
coneessions and privileges 1.
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(e) Have any of the privileges been lately withdrawn ¢ If so, why ?

The Honourable 8ir Muhammad Zafrullah Khan: (2) I would
refer the Honourable Member to the reply I gave to Mr. Sri Prakasa’s
question No. 1098 on the 11th Mareh, 1936.

(b) The records available do not show when such Magistrates were
first appointed.

(¢) From such information as is available, in regard to the State-
managed railways, there are seventeen on the East Indian Railway, one
on the North Western Railway, two on the Eastern Bengal Railway
and three on the Great Indian Peninsula Railway.

(d) The East Indian Railway are allowing free passes available
over the sections of the line within the jurisdiction of these Magistrates.

(e) The privilege recently withdrawn by the East Indian Railway
was that of having passes eéxtending beyond the magistrate’s jurisdie-
tion, as it was not considered that there was sufficient justification for
granting such passes.

Mr. N. M. Joshi : May I ask why it is eonsidered necessary to have
special magistrates for the railways ¢

The Honourable 8ir Muhammad Zafrullah Khan : That is not a
question to be addressed to the Railway Department.

Pandit Lakshmi Kanta Maitra : With regard to part (b) of the
question, will the Honourable Member kindly enlighten the House as
to when this institution of special railway magistrates originated in this
country ¢

The Honourable 8ir Muhammad Zafrullah Khan : I have given the
reply in answering part-(b) of the question.

Pandit Lakshmi Kanta Maitra : Did it originate from the individual
railway administration, or did it originate from the Government ¢

The Honourable 8ir Muhammad Zafrullah Khan: I have already
said in answer to part (b) that the records available do not show when
such magistrates were first appointed. Naturally the records cannot

show whether it was on the initiative of the railways or of the Govern-
ment.

Mr. N. M. Joshi : Will Government consider the advisability of
stopping the practice of giving free passes to honorary special magis-
trates in the interests of the purity of judicial administration ?

The Honourable 8ir Muhammad Zafrullah Khan : There is no ques-
tion of the purity of judicial administration involved. They would
ordinarily be entitled to draw travelling allowance for the section over
which they travel in the performance of their duties, and if they travel
on passes they will not be entitled to draw their travelling allowance.

8ardar Bant Singh : Who pays the travelling allowance !
The Honourable Sir Muhammad Zafrullah Khan : Government.

Pandit Lakshmi Kanta Maitra: May I know if the Railway
Department exercises any control over these magistrates ¢

The Honourable 8ir Muhammad Zafrullah Khan : No.
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Sardar 8ant Singh : May I know what Department of Govern-
ment pays the travelling allowance to the magistrates when they travel
on duty ! Is it the railway administration or the general revenues !

The Honourable 8ir Muhammad Zafrullah Kban : No, it would
not be the railway administration but the general revenues. But, as
I have said, so far as the magistrate is concerned, there is no question
of the purity of judicial administration being involved.

8ardar 8Sant 8ingh : May I draw the attention of the Honourable
Member to the fact that if the magistrate is entitled to draw his
travelling allowance from the general revenues, by paying it from the
railway revenues, they are showing some favour to the magistrate and
thus giving occasion to impute partiality to them ?

The Honourable Sir Muhammad Zafrullah Khan: No. 1 do not
accept that suggestion.

Mr. N. M Joshi : May I ask whether the magistrates are per-
mitted to use the free passes when they go out in ‘connection with work
not connected with the conduct of cases !

The Honourable 8ir Muhammad Zafrullah Khan : I would require
notice of that question.

‘Mr. N. M. Joshi : May I ask whether the passes which are given
to the honorary magistrates are given under some statutory authority
or as a special favour to the railway magistrates ?

The Honourable 8ir Muhammad Zafrullah Khan : I am unable to
follow the question.

Mr. N. M. Joshi : May I ask my question again ¥ My question is
this, whether the passes issued to the railway magistrates are issued
under some statutory authority ¥ Have they got a statutory claim for
a pass, or is the pass given to a railway magistrate as a special favour
by the railway adminigtration ?

The Honourable S8ir Mubhammad Zafrullah Khan : The railway
magistrates have no statutory right to a pass, but the railway adminis-
tration have a statutory authority to issue passes.

Mr. N. M. Joshi : May I ask whether the pass is obtained by the
magistrate as a special favour from the railway administration %

The Honourable Sir Muhammad Zafrullah Khan: No. It is not
obtained as a special favour. All magistrates exercising jurisdiction
in railway matters on some railways are, as a matter of course, given
passes which extend to the areas within their jurisdietion.

Mr. N. M Joshi : May I ask whether the Government of India will
enquire whether the passes issued to honorary magistrates are used by
them for private purposes or not ?

The Honourable Sir Muhammad Zafrullah Khan : The Honourable
Member has already put that question and I said that I would require
notice of that question. I am very sorry to observe that he has such a
short memory.

Mr. N. M Joshi : May I ask whether the Government of India
have to eollect any facts in replying to a question whether they will
consider the question or not
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The Honourable Sir Muhammad Zs.frullah Khan : T said that 1
am not aware whether these passes are used in that manner or not, and
I suggest that the Honourable Member should put down a question to
that effect. In reply to that question Government will state their
view.

Pandit Lakshmi Kanta ‘Maitra : Are these railway magistrates
treated as railway servants or as (overnment servants !

" The Honourable Sir Muhammad Zafrullah Khan ;- Trea‘ted by
whom 1

Pandit Lakshmi Kanta Maitra : By the Government of India or
the Railway Department §

The Honourable 8ir Muhammad Z&frullah Khan : They are.pot in
any sense railway servants.

Mr. V. V. Giri : Are they given card passes or check passes !

The Honourable 8ir Muhammad Zafrullah Khan : I could not say
without notice.

T1cKETLESS TRAVELLING ON STATE RAILWAYS.

*Qazi Muhammad Ahmad Kagmi: (¢) What various methods
have been tried by each of the State Railways to check the evil of ticket-
less travelling during the last 12 years, aund with what results ¢

(bj Have Government enquired into the causes of an increase in

illicit travelling with an increase in the number of ticket-checkers § If
so, what are they ?

(¢) Are Government aware that illicit -travelling is encouraged by
the ticket checking staff in order to show their efficiency 1

(d) 1Is it a fact that an officer of the Railway Board who 1nvented
the c¢rew system, definitely brought forward this charge *?

(¢) Are Government aware that Ticket Checkers are pressed in
various ways to give more money and those who are unable to comply are
victimised ¢

The Honourable Sir Muhammad Zafrullah Khan : (¢) I would refer
the Honourable Member to the reply given by the Honourable Sir Guthrie

Russell to the Honourable Mr. Jagadish Chandra Banerjee’s question
No. 235 in the Council of State on the 14th December, 1933.

(b) An increase in the number of ticket checkers which permits
of more intensive checking has led to a larger number of cases, in
which passengers are travelling without proper tickets, being detected
which might otherwise not have been detected.

(¢) A statement to this effect was made by an officer who reported
on the experimental introduetion of the crew system on . the FEast
Indian Railway.

(d) The offier who made this statement was deputed by the Rail-
way Bceard to report on the experimental introduction of the erew system.

(¢) T would refer the Honourable Member to the reply to Khan
Bahadur Haji Wajihuddin's question No. 241 which was lald on the
table of the House on the 15th September, 1932. -
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Qazi Muhammad Ahmad Kasmi: Will “ the  Honourable Member
be gmd enough to let us know what answer was given in the Council
of State ?

The Honourable 8ir Muhnmmad Zafrullah Khan : H you 80
direet, Sir, I will read it out.

Mr. President (The Honourable Sir Abdur Rahim) : Yes, please.

The Honourable 8ir Muhammad Zafrullah Khan: “1 am afraid
I cannot enumerate here all the measures adopted by Railways to stop
ticketless travelling. Some of the more important are checking of
tickets at gates and enforcement of purchase of platform tickets in
the case of non-passengers, employment of travelling ticket examiners
to check en route and of flying squads to make surprise checks both
on trains and at selected stations, appointment of Railway Magis-
trates at certain specified stations to deel with ticketless passengers,
surprise checks in the ‘presence of Railway Magistrates, appointment
of lady ticket examiners, provision of unclimbable fencing at stations,
and so on.

I am sorry to say, however, that in spite of these measures illicit
travelling without tickets is still very prevalent and the suggestion
has been made in the past and again only recently that the only way
to stop this pracice is to make the offence of travelling without a
ticket a cognizable one.”’

Qazi Muhammad Abmad Kazmi : I could not follow the Honourable
Member’s reply to part (c).

" The Honourable 8ir Muhammad Zafrullah Khan : I read it out.
Qazi Muhammad Ahmad Kazmi: I could not follow it.
The Honourable Sir Mubhammad Zafrullah Khan: I cannot help

the Honourable Member with regard to his inability to follow the
reply. If he did not hear it, I shall redd it out again.

Qazi Muhammad Ahmad Kazmi : That is what I meant.
Mr. President (The Honourable Sir Abdur Rahim) : Next question.

IMPROVEMENTS MADE IN Ranmway FENCINGS OF SMALL STATIONS TO CHECK
TicRETLESS TRAVELLING.

*Qazi Muhammad Ahmad Kazmi: Are Government satisfied
that the Railway Administrations have improved the fencings of small
stations and also taken proper steps to eliminate the chances of boarding
* the trains without a ticket and leaving the stations without handing over
the tickets ¢ If so, what are they ?

The Honourable Sir Muhammad Zafrullah Khan : Government are
satisfied that to the extent to which funds have been available,
efforts have been made in the direction indicated by the Honourable
Member. Detailed information as to what has actually been done in
this respect is, however, not readily available. There are nearly
8,000 railway stations to properly fence all of which would cost between
two and three crores, and the taking of further steps to " prevent
passengers entermg or leaving the station, except at the prescribed
gates. would necessitate a recurring expenditure of between Rs. 20 and
Rs. 30 Jakhs per annum.



1686 LEGISLATIVE ASSEMBLY. [23rD SEPT. 1936.

Qazi Muhammad Ahmad Kazmi: Has any attempt been made to
fence the bigger stations !

The Honourable 8ir Muhammad Za.fmllah Khan : I do not know
whether it has been laid down as a rule that stations of a certain size
should be fenced but fencing has been carried out wherever it was
practicable.

Qazi Muhammad Ahmad Kazmi: Ticketless travellers generally
start from the bigger stations. So, if they start fencing the bigger
stations and make proper arrangements to check ticketless travellers
at such station, that will be mugch more effective.

The Honourable Bir Muhamma.d Zafrullah Khan : That is a sug-
gestion, not a question.

DEFINITION OF *‘ RUNNING STAFF >’ OoN RAILwaYs.

*Qazi Muhammad Ahmad Kazmi : (a¢) Is there any State Rail-
ways compilation (Code, Manual, Act, ete.), in which the definition of
** Running Staff ”’ is given ?

(b) Is it a fact that the Governor General in Council in exercise of
powers conferred upon him by sub-section (1) of section 71E of the
Indian Railways Act IX of 1890 has defined ‘‘ Running Staff ’’ as those
who ¢ habitually work on running trains ’’ and has included the following
staff in that category :—drivers, shunters, firemen, guards, ‘brakesmen,
travelling van porters, travelling van checkers, travelling ticket examiners,
and travelling stores delivery staff ¢

(¢) Is it a fact that thig definition of ‘“ Running Staff ’’ was given
by the Governor General in Counecil in 1930 and a declaration was made
to this effect ¢

The Honourable Sir Muhammad Zafrullah Kban : With vour per-
mission, Sir, I propose to reply to questions Nos. 555, 556 and 557 together.
I would invite the Honourable Member’s attention to my reply to his
question No. 832, asked in this House on the 26th February, 1936.

Qazi Muhammad Ahmad Kazmi: May I know if the answer that
was given in reply to question No. 832 was that ‘ Government have
during the last five years already replied to more than 400 questions ’.
Is that the answer to which the Honourable Member is referring ?

The Honourable 8ir Muhammad Zafrullah Khan: I am referring
to question No. 832.

Qazi Muhammad Ahmad Kaezmi : Then will you let me know definitely
in what particular questions, these particular questions Nos. 555, 556 and
557 have been answered during the last five years ?

The Honourable 8ir Muhammad Zafrullah Khan : That is a supple-
mentary question which could have been put to the answer given to
question No. 832.

Qazi Muhammad Ahmad Kazmi : I am entitled to put that question.
I was not here when that question was answered. T find that so far as
the reply to question No. 832 is concerned, the Honourable Member said :

‘¢ Government have during the last five years already replied to mere than 400
Questions concerning Travelling Ticket Inspectors, Travelling Ticket Examiners and
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mﬂar staff on t.he North Western and East Indian Railways, giving detailed' informa-
tion eovering almost every aspect of this subjeet and I would refer the Honounb}e
Member to these replies.’’

The Honourable 8ir Muhammad Zafrullah Xhan : That was not the
whole of the reply.

Qazi Muhammad Ahmad Kazmi : Yes, I am sorry. In the next para-
graph they say :

‘¢ Government have given the whole subject their very careful consideration and
have granted the staff concerned the maxima concessions in pay, allowances and
prospects that they consider justifiable. Government are not prepared to revise these

orders and in the circumstances consider that no useful purpose will be served by provid-
ing further information on this subject.’’

That was the reply. I do not want to press their claims, either for
inerements, promotion or demotion. What I want to know is the definite
information which is asked for in this question.

The Honourable Sir Mubammad Zafrullah Khan : What is the last
question of the Honourable Member $

Qazi Muhammad Ahmad Kaxmi: My question is that Government
did not give a reply to these questions because they thought that the
reply to these questions was contained in the 400 or 500 questions that
have heen asked in this House. I do mnot think there is a single reply to
any of these questions. I would ask the Honourable Member to let me

know definitely as to what are the answers that have been given in the
Assembly.

The Honourable 8ir Muhammad Zafrullah Khan : All these questions
are directed towards convincing the Government that the decision they
have taken with regard to the pay and allowances of this category of
staff is erroneous. The decision may or may mnot be erroneous but
Government are not going to change it as a result of any arguments that
are put forward in this series of questions.

Qazi Muhammad Ahmad Kazmi ;: That is no answer to my question,

Mr. President (The Honourable Sir Abdur Rahim) : I understand
that these are questions relating to revising the pay and allowancey of
the staff and the Honourable Member says that he has dealt with the
matter on many occasions and he is not prepared to revise the decision.

Mr. 8. Satyamurti : Government may stick to their decision, but
they have not answered the questions.

Qazi Muhammad Ahmad Kazmi : I am only asking for information.

The Honouorable 8ir Muhammad Zafrullah Khan : If the Honourable
Member will put down that question, T shall either give him a detailed
reply on the floor of the House or give him the numbers of those questions
in answer to which the information has been supplied.

Mr. President (The Honourable Sir Abdur Rahim) : You had better
put down a specific question.

Qaszi Muhammad Ahmad Kazmi : Then it will not -come up ﬁm
Session and these questions are there already.

The Honourable Sir Muhammad Zafrulish Khan : If the. Honourable
Member wants the specific numbers of these 400 questions, that was a
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question which ought to have been put as supplementary to question
No. 832 last Session. If the idea has struck him only now, then he ought to
put down a specific question.

Pandit 8ri Krishna Dutta Paliwal : ‘What are the concessions in the
matter of pay and allowances which were dealt with last Session %

Mr. President (The Honourable Sir Abdur Rahim) : This question
has been already discussed and the Honourable Member has given his
final reply.

ReMovAL oF THE TRAVELLING TICKET EXAMINERS FROM THE LIST OF
RunNING STAFE.

1556. *Qazi Muhammad Ahmad Kaemi : (a) Are the Railway Board
or the Agents of State Railways empowered to amend, modify or annul a
certain declaration made by the Governor General in Council %

(b) If the reply to the above be in the negative, on wliat authority
have the Agents of certain State Railways and the Railway  Board
removed the Travelling Ticket Examiners from the list of running staff in
which they were included by the Governor General in Counecil ?

ReMmovaL oF THE TRavELLING TicKET EXAMINERS FROM THE LIST OF
RUNNING STAFF.

1557, *Qazi Muhammad Ahmad Kazmi : (a) Is it a fact that in the
State Railway Open Line Coue, Volume II, the Travelling Ticket
Examiners are declared by the Government’of India as running staff and
included in the same list as the drivers and guards, ete. ?

(b) When were the Travelling Ticket Examiners included in the
list of running staff and when were they removed from this list, and on
whose authority and why no amendment was made in the definition of
running staff as given and declared by the Governor General in Council
in 1930 (the above information may be given separately for the foliow-
ing Railways :—Burma Railway, Fastern Bengal Railway, BEast Indian
Railway and North Western Railway) ¢

(¢) Is it a fact that on certain Company-managed Railways the
Travelling Ticket Examining staff is still treated as running staff ?

(d) Is it a fact that luggage guards on certain State Rail:ways, who
reccive and deliver packages and are under the guard in charge of the
irain, are treated as running staff ?

(e¢) Is it a fact that conductor guards, who are employed on mail
trains for the convenience of first and second class passengers onmly (to
find accommodation for them and to give them a call where required) are
also veckoned as running staff and are under the guard in charge of the
train ¥

(f) Is it a fact that the staff employed on a railway engine, 1.e.,
driver, fireman, shunter, cleaner, jack, ete., are.all reckened ‘as ‘running
staff ? ‘ . o

i Yor answer to this ‘queéstion, see amswer to question No. 555.
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. (g) What improvement has been brought about in the system of
working and what advanlage have the Railways derived by removing the
Travelling Ticket Examiners from the category of running staff and for
;vhs}f ;'easons were they included in the list of running staff several decades

INTRODUCTION OF PAYMENT OF MILEAGE SYSTEM ON STATE RAILWavs.

_ bb8. *Qazi Mubhammad Ahmad Kaxmi: When was the payment of
mileage system introduced on the various State Railways in India t
.The Honourable Sir Muhammad Zafrullah Khan : Presumably, by
* mileage system ’ the Honourable Member means the system of payment
of mileage allowance to running staff on railways. If so, as far as can
be ascertained, the system has been in force on Indian State Railways

from the eighties of the last century: s

INSPECTORS OF STATION ACCOUNTS ON CERTAIN: STATE RAlLwAYs.

569. *Qazi Muhammad Ahmad Kazni: (a) Will Governmeny be
pleased to state in what category are the Inspectors of Station Accounts
placed on the following Railways for the purpose of hours of employment :
Eastern Bengal Railway, East Indian Railway, Burma Railways, Great
Indian Peninsula Railway and North Western-Railway ¢ -

(b) Is it a fact that they are held to perform supervisory duties and
have to put in‘long hours of work ¢

(¢) Is it a fact that, although held to perform supervisory duties,
they are required to do a lot of ministerial work and have to compile
statements, ete., and are not provided with any clerk for this purpose !

(d) Is it a fact that supervisory staff have under them subordinate
staff, but the Inspectors in question have none under them

(e) Are Government prepared to see that their hours of employment
are regulated like other staﬁli If not, why not §

(f) Is it a fact that the Inspectors of Station Accounts on certain
Railways have to inspect and audit the accounts of the Railway Schools
and Institutes ¢ If so, why !

(g) Is this system in force on all the State Railways ! If not, why
not ¢

(h) Have Government considered whether the accounts of railway
schools and institutes cannot be inspected by Chartered Accountants or
the Accountants of the Divisional Accounts Officers or the- Accountants
of the Chief Accounts Officer ¢

The Honourable Sir Muhammad Zafrullah Khan : (¢) Supervisory
staff.

(b) They perform sapervisory duties, but their hours of work are not
excessive as the number of Inspeetors on each Railway has been fixed in
such a way that every Inspector has to do only a fair day’s work.

(c) These Inspectors check Station Accounts and in the course of
such check prepare their inspection notes which include, sater alia, certain
statements. No clerks are provided for thess purposes, since none -are
necessary. .. - e ‘ LA

1
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(d) Tt is not necessary for supervisory staff to have subordinate staff
under their control. '

(e) Government have no reason to believe that the hours of employ-
ment of these Inspectors are not regulated like those of Inspectors in other
branches.

(f) and (g). The system of inspection of Accounts of Railway Schools
and Institutes by Inspectors of Station Accounts is in force only on the
East Indian, Great Indian Peninsula and the Burma Railways because on
these Railways such inspections formed a part of the regular duties of
these Inspectors during the time when these railways were under Company
management.

(k) There is no special advantage in so entrusting the work.

Qazi Muhammad Ahmad Kazmi: What is the definition of a fair
day’s work so far as the Honourable Member is concerned !

The Honourable 8ir Mubhammad Zafrullah Khan : That is perfectly
obvious.

Qazi Muhammad Ahmad Kazmi: Will it be a whole day,—twelve
hours in the day, or five hours in the day ¥ How much ¢

The Honourable 8ir Muhammad Zafrullah Khan : If the Honourable
Member desires the exact average with regard to the hours of work, if
he will kindly put down a question to that effect, 1 shall obtain the
information. ‘

Qazi Muhammad Ahmad Kazmi: Has not the Honourable Member
taken into consideration what he exactly means by a fair day’s work
while answering this question ¢

The Honourable 8ir Muhammad Zafrullah Khan: The Railway
Administrations concerned have taken that into consideration.

Qazi Mubhammad Ahmad Karmi : The Railway Administrations have
said that this is a fair day’s work. Has the Honourable Member inquired
of them what they mean

The Honourable Sir Muhammad Zafrullah Khan : No, Sir.
Mr. President (The Honourable Sir Abdur Rahim) : Next question.

DESTITUTES TREATED AT THE JUBBULPORE CANTONMENT GENERAL HOSPITAL.

560. *Mr. N. V. Gadgil (on behalf of Seth Govind Das) : (a) Will
Government be pleased to state the number of destitutes treated at the
Jubbulpore Cantonment General Heospital during the year 1935 ¢

(b) Will Government be pleased to lay on the table a statement
showing recoveries of fees from persons falling under category III of
the rules and regulations for the said hespital and allotment received by
the Operator, Assistant and the Cantonment Authority, Jubbulpore, sinoe
the introduction of the rules to March 31st, 1936 ¢

(¢) Will Government be pleased to state (¢) if wealthy persons
were treated at this hospital during the period mentioned above and
(#1) the amount of increased percentage of fees realised from them ¢
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(d) Will Government be pleased to state the total: amount recevered
from persons under Rule IV (page 11) since 1934 to 31st March, 1936,
and to whom the amount so collected has been paid ¥ = -

_ (e) Will Government be pleaséd to state the amount eredited to the
Cantonment Authority, Jubbulpore, under Rule V (page 11) since 1934
to 31st March, 1936 ?

. (f) Will Government be pleased to state the qualification of the
Military Sub-Assistant Surgeon attached to this hospital and since how
iong he has been attached to this hospital 1

Mr. G. B. F. Tottenham : (a) 264 as indoor and 5,806 as outdoor
patients.

(b) Rs. 215 were recovered as fees and allotted as follows :

Rs. 4. P
Operator .. .. 107 8 0
Assistant .. .. .. 5312 0
Cantonment Authority 5312 0

(¢) (8) No.
(#¢) Does not arise.
(d) Rs. 19 only. 25 per cent, of this amount was credited to the

Cantonment Funrd and 75 per cent. paid to the lady doctor or the sub-
assistant surgeon who examined the patient.

(e) Rs. 1,773-7-0.

(f) The military sub-assistant surgeon is an L. M. P, of the Allahabad
University and has been attached to the Hospital since the 5th February,
1934.

CANTONMENTS IN BRITISH INDIA AND THEIR RESPECTIVE STATIONS.

561. *Mr. N. V. Gadgil (on behalf of Seth Govind Das) : Will Gov-
erument be pleased to state:

(a) the number of cantonments in British India and their respec-
tive stations ;

(b) the civil population of each cantonment according to the last
census, and the present military strength therein ;

(c) which of these cantonments have elected and nominated boards
and which are Corporation Soles ;

(d) the number of non-official members in each elected and nomi-
nated board : t

(e) if there are sub-committees under section 44 (1) (¢) of the
Cantonments Act, 1924, in these boards and which are they,
and if the chairmen are official or non-official ¢ i

L304LAD B
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. My. @& R. F. Toltenham : §ir, I have prepared an answer which will
take about twenty mimntes to read and probably it would be. better if
I laid it on the table ¢

Mr. President (The .Honourable Sir Abdur Bahim) : Yes.

_(a) There are 74 cantopments in British India at the following station :
Northern Command.
Nowshera, Peshawar, Risalpur, Cherat, Mardan, Campbelipore, Rawalpindi.
Abbettabad, Jhelum, Murree Galis, Murree Hills, Sialkot, Ambala, Feroze-

pore, Jullundur, Kasauli, Lahore, Multan, Amritsar, Bakloh, Dalhousie,
Dagshai, Dharamsala, Jutogh, Subathu, Kohat, Bannu, D. I. Khan.

Eastern Command.

Agra, l?;areill,y, Chakrata, New Delhi, Landour, Dehra Dun, Meerut, Almora,
‘Lansdowne, Naini Tal, Ranikhet, Roorkee, Fyzabad, Muttra, Shahjahanpur,
; ucknow, Fategarh, Bitapur, Barrackpore, Dinapore, Jalapahar, Lebong,
hillong, Allahabad, Cawnpore, Benares, Jhansi.
Western Command.
Quetta, Loralai, Hyderabad (8ind), Karachi, Manora, Drigh Road.

Southern Command.

Jubbulpore, Kamptee, Pachmarhi, Saugor, Ahmednagar, Belganm, Kirkee,
Poona, 8t. Thomas Mount and Pellavaram, Wellington, Deolali, Nasirabad,
Ahmedabad. ’

(b) The civil population of those cantonments at the last eensus was :

Northern Command.

Nowshera 12,124 Ambala .. 42,209
Sadar
Peshawar .. 28,904 Bazar
since sepa-
Risalpur 5,959 rated.
Po tion
Cherat 627 of pola the
* retained
Mardan 1,716 area is
about
Campbellpore .. 1,871 . 11,000.
Ferozepore .. .. .. 23,232
Rawalpindi .. 34,474 Jullundor .. .. .. 9,990
Kasauli .. .. .. 2,452
Abbottabad 4, Lahore . e .ol 19,634
bo 1% Multan L e
Thelum 249 Badon U L vees
. . Dharamsala .. .. . 326
Murree Galis ., .. Figures Dalhousie . .. . 695
B : not dvail-Jutogh .. .. .. 429
able. Kohat .. .. .. 4,747
. D.I.Khan .. .. .. 1,039
Mprres Hills .. 425 Dagehai . - S L448
o Subathu . . . 1315
Sialkot . .. «« 8881 Banmu .. .. .. 2,523



New Delhi
Dehra Dun

Almora
Lamsdowne
Nainital
Ranikhet
Roorkee
Fyzabad
Shahjshanpur
Lucknow

Quetta

Loralai .
Hyderabad (8ind )

Jubbulpore
Kamptee
Pachmarhi
Saugor. .
Ahmednager

Kirkee

The military strength in each Cantonment can be calculated from the

QUEATIONS AND ANSWHRS .

Eastern

21,996
7,119
4,322
5,617
1,148

41,481

685
3,088

869 .

3,742

2,255

3,962
4,448
16,125

Western

13,851
Prior to

the earth-

quake.
1,879

4,530
Southern

12,271
3,699
4,662
9,040

11,141
8,220
9,976

Command.

Command.

Karachi

Manora

Drigh Roard
Command.

Poona ..

St. Thomas Mt. cum Pallavaram ..

Wellington
Deolali
Nagirabad
Ahmedabad

3,067
2,809
8,921
9,072

437
3,447
8,330

23,278
2,974
8,545

1,256 .

6,240

not avail-
abls.

.. Not known,

28,367
7,964
5,976
6,114

19,347
2,492

and the ‘¢ Return showing the actual strength of the Army and Royal Air Force ” both

of which are in the Library,

(¢) The following cantonments have elected and nominated boards mpectivély and
the remainder have Corporations Sole :

Elected Board.

Bawa.lpmdx Bialkot, Ferozepore, Jullundur, Kasauli, Lshore, Multan, Agra,
Bareilly, Dehra Dun, Meerut, Ranikhet, Luehow,

, Dinapore,

Allahabad, Onmpore, Jhm, Hyderabad (Bmd), Karaehi, anbu}pore,
Deolali, Nasirabad, Ahmed-

Saugor, Bolganm, Kamptee, Poona, Wellington,

nagar.

Peshawar,

L304LAD

Nominated Board.

Abbottabad, Jhelum, Kohat, D. I Kban, Fysabad,
Fategarh, Shillong, Benares.
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(@) The number of non-official members on elected and mominated boards is as
follows :

Elected Boards.

Number Number.
of of
Cantonments elected Cantonments. elected
non-official non-official
members. members.
Rawailpindi .. 7  Allahabad 7
Ferozepore 7  Cawnpore 7
Sialkot ki Jhansi .. 5.
Kasanli 4  Hyderabad (Sind) 5
Multan . 7  Karachi 7
Jullundur 7  Jubbulpore 6
Lahore . . 7  BSaugor 4
Agra . 7  Belgaum 4
Bareilly 7 Kirkee 5
Pehra Dun 4  Poona 6
Meerut 7  Kamptee 4
Ranikhet 4 Wellington 4
Lucknow .. 7 Deolali 4
Barrackpore .. % .. 65  Nasirabad 5
Dinapore 4 Ahmednagar .. 5
Nominated Boards.
Numbor of Number of
Cantonments. nou-official Cantonments. non-official
members. members.
Abbotatbad . 3 Dera Ismail Khan 3
Nowshera 2 Fyzabad 3
Peshawar 2 Fatehgarh 1
Jhetum '3 Shillong 3
Kohat 2 Benares 3

(¢) The information asked for is given below :
Cantonments. Committees constituted under section 44

(1) (¢) of the Cantonments Act. Chairman.
Elected Boards.
Rewalpindi .. Finanoe
Building :
Sehool Non-official.
.Byb-ltw

Health
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Elecied Boards—contd.
Cantonments. Committees constituted under section 44 Chairman.
(1) (e) of the Cantonments Act,
Sialkot .. .+ Sanitary ..
Finance .. pOfficial.
General Works
Lahore .. ..Land and Building
Public Health Official.
Finance
Education ..
Non-official.
General . ..
Ferozepore .. Sanitary and Building ..
Ofticial.
Public Works .. ..
Finance and Taxation Non-official.
Multan .. Sanitary and Public Works '
Sepa.mea Chairnman not appoint-
Education President or in his absence
Vlco President presidec over
Finance the mectings.
Jullundur .. Building and Banitary
Ditto.
Finance and General Purposes. J
Kasauli .. Building ..
Non-official.
Education ..
Agra .. Finance . .. ++ Non-official.
Public Health and Public Works .. Official.
Allahabad .. Finance
Public Works and Building .. »Official.
Assessment
Bareilly .. Finance and Assessment -
Non-official.
Buildings, Pablic Works and Sanitation
Education .. .. Official.
Barrackpore .. Assessment .. .. Non-official.
Building .. .. Official.
Cawnpore .. Building .. .. Official.
Assessment ..
Non-offcial.
Education .
Dehra Dun .. Buildi 2
ding fNon-oﬁcial.
Assessment ..

Finance .. Officisl.



Cantonments.

Dinapore

Jhansi

Luocknow

Meerut ..

Ranikhet

Hyderabad (8ind). .School

Karachi..
Ahmednagar

Jubbulpore

Saugor ..

Belgaum

Kirkee .

. . Financa

e

.o
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Electod Boards—contd.
Committees constitated under section Chairmen.

44 (1) (e) of the Cantonments.

o Non-official.
Law and Education .

Building, Sanitation and Public Works Official.

Building . .
Chairmen are elected by the
Finance members at the meetings and
both official and non-official
Education - . .. get & chanoe to preside.
Assessment . .
Finance . o
Building .o . .. pOfficial.
Public Works and Health
Education - . .. Non-official.
Finance
Public Works, Market and Building .. Non-official.
Education .. . ..
Public Health and Hospital .. Official.
Building . .
School . .. .. $Non-official.
Finance .
- . .. Non-official.
Works and Banitary . ..
Official.
Finance . . ..
Building . . .. Official.
Finance and General Purposes ..
Official.
Building ..
School .. Non-official.
Finance . .. Official.
Building and Health .. To be elected-by members.
Finance, Land and Building .. Official.
Finanoe . .. Official.,
Building ..
Non-official.
School .. ..

Building and Health

. Finanoe cee ..
}Oﬁicis].
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Bieated Boards—coneld.

CQuatohnrents, -Committesd cohstituted uridet ssctinn 44 - Chairddan.
(1) fe) of the Cantonments.
Building .
Hospital .. $Nen-official
School -
Bye-law
Pobns .. .. Building and Health . .. Non-official # Vioe-President # &
ieittber othérwise Officim].
Finance .. Non-official.
Welington .. Asssesment ‘.. Nos-offickd.
Deolali .. .. No committee

Nasirabad .. Finance, Taxation and Education ..
Bnﬂd}z;.;ufh‘nlﬂcholhmdPnbhe Officidl,

Nominated Boords

Nowshera .. Building and Sanitation .. Official.
Peshawar .. Building . }oﬁw
Assessment .
Finance
Education .. rNon-official.
Bazar
Abbottabad .. Building and Banitation .. +. Official.
Apsessment . .+ Non-official.
Kohat .. .. Standing Committee . «. Official.
Jhelum .. .. Finance
Works . Offcial.
Banitation,

Dera Ismail Khan No committee .

Fatehgarh .. Ko committee .. .
Shillong. . .. No committes .. . ..
Benares Building and Senitation .

— Josas

Fysabad .. No committee . .
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Warer SUPPLY IN- CANTONMENTS.

562. *Mr. N. V. Gadgil (on behalf of Seth Govind Das) : (a) Will
Government be pleased to state the cantonments where water is supplied
by Municipalities or Military Engineering Services, and the canionments
which liave their own arrangements for water supply 1

() Will Government be pleased to lay on the table a statement show-
ing, in the case of each cantonment separately, the amount of water tax
and rates realised annually from the civil population and military includ-
ing dairy, grass farm, dhobi ghats and gardens, ete. ?

Mr. G. R. F. Tottenham : Sir, this question also entails reading out

a long list and probably it would be advisable to lay this also on the
table ; there are two or three pages of type.

Mr. President (The Honourable Sir Abdur Rahim) : Yes.
(a) The following are .the cantonments where water is- supplied either by

Municipalities or by the Military Engineer Services to the Civil population :
Nowshera. *

Lansdowne.
Peshawar. Shahjahanpur.
Rawalpindi Cum Chskh.h Lebong. .
Abbottabad. Barrackpore.
Dharamshala. Jalapahar.
Murree. Shillong.
Murree Gallis. Ahmednagar.
Ferozepore. Belgaum.
Jullundur. Wellington.
Kasauli. 8t. Thomas Mount. -
Lahore. Deolali.
Multan. Aurangabad.
Kohat. Subathu.
Mardan, Bannu.
Cherat. Bareilly.
Risalpur. Dehra Dun.
Campbellpore. Meerut.
Ambala. Poona.
Amritsar. Kirkee.
Bakloh. Roorkee.
Dalhousie. Baroda.
Dagshai. Jubbulpare.
Jutogh. Manora.
Ranikhet. Drigh Road.
Allahabad. Karachi.
Lucknow. Quetta.
Cawnpere. Nasirabad.
Delhi. Neemuch.
Agra. Ahmedabad
Jhansi. Loralai.
Chakrata. Mandalay.
Naini Tal. Mingaladon.
Landour. Maymyo
Almora. Rangoon
The following cantonments have their own water supply arrangements :
Mhow. Fyzabad.
Secundrabad (Partly M. E S) Kamptee.
Hyderabad (Sind) Pachmarhi.
Dinapore. Sitapur.
Sialkot. Jhelum.
Benares. Saugor.
D. I. Khan.

Magtra.
Fetehgarh.
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(b) The collection of the information asked for by the Honourable Member would
entsil an expenditure of time and labour which would be incommensurate with the
value of the result. '

LaANDS oWNED B8Y PRIVATE PROPRIETORS IN CANTONMENTS.

563. *Mr. N. V. Gadgil (on behalf of Seth Govind Das) : (a) Will
Government be pleased to lay on the table a statement showing. in the
case of each cantonment, the extent of pnvate lands owned by private
proprictors and shown as such in the registers maintained under section
273 of the Cantonment Code, 1912, 1889 ¢ ,

. (b) Has this land been classified under.the Cantonment Landu
Administration Rules, 1925 ! 1f so, when, and what is the extent under
each class and has this been done with the knowledge and consent of the
owners concerned !

Mr. G. R. F. Tottenham : (¢) and (b). Land registered as private
under the Gantonment Code, 1912, was similarly «lassified:as private under
the Cantonment Land Administration Rules;: 1925, but the exact area and.
other details required by the Honourable. Member -could only be ascer-
tained 'by a detailed examination of every register in all of the 74 canton-
ments in India. This would entail an expenditure of time and labour
which would be incommensurate with the result—especially as the area
of private land in cantonments is very small.

SADAR Bazars 1N CANTONMENTS.

564. *Mr. N, V. Gadgil (on behalf of Seth Govind Das) : Will Gov-
ernment be pleased to state the area of each Sadder Bazar, wherever there
i one, within the cantonment limits and if their boundaries are in any
way fixed and limited !

Mr. G. R. F. Tottenham : The oblization to demarcate Sudder
bazars by boundary pillars ceased to be imposed on the introduction
of the Cantonments Act, 1924. Government are not aware whether these
pillars have been ma.mtamed or to what extent existing Sudder Bazar
areas conform to the old boundaries. It would be impossible to give the
area of each bazar in every cantonment without making local enquiries
and the labour involved would be incommensurate with the value of the
results,

. FraUD Cases IN RESPECT oF THE Funps oF JoinT S8TOCK COMPANIES.

' B65. *Mr. Suryya Kumar Som : (a) Are Government aware of &
considerable number of fraud cases with respect to the funds of joint ltock
companies !

b) Are Government aware that':ﬂ':e'pﬁbllc attach scanty importance
to the tudltora report of the joint stock companies ?

(¢) Are Government aware that under the present practice, with
the joint stock comparies selecting their own andxwrs, the auditors are

entirely at the merey of the Jomt stock companies for their appointment,
which has a ehance of standing in the way of honest and impartial audit ?
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(d) Are Government prepared to cofisider the‘_desirabi}ity. of having
an impartial Governmental authority for the seléction of auditors. for a -
particular company ?

The Honourable 8ir Nripendra 8ircar : (a) Some cases of fraud
have been brought to the notice of the Government.

(b) No.

(¢) Tt is 4rue that the appointment of auditors rests with the Joint
Stock Companies themselves but Government have no reason to suppose
that this practice prevents & proper audit of the accounts of the com-
panies concerned.

{(d) No. The Government are not prepared to interferé in the
manner suggested.

INTERMEDIATE CLASS FARE ON THE EasT INDIAN RAILway.

566. *Qaxi Muhawsmad Ahmad Kazmii: (a) Will Government be
pleased to state whether it is a faet :

(#) that on the Fast Indian Railway the fare of intermediate
¢lass for the first fifty miles i8 one ahd a half times of thé
third class fare ;

(#) that for distances above fifty miles the intermediate eclass
fare is more than one and a half times the third class fare

and for distances above three hundred miles it is more than
double the third eclass fare ;

(111) that the proportion of the rate of the first and second class
fares is constant for all the distances ; and

(iv) that the rate of the fare of intermediate class on North
Western Railway is almost one and a half timés the fare of
the third class for all distances t ’

(b) If the answer to parts (a) (¢), (%), (14%) and ($v) above be in_
the affirmative, will Government be pleased to state the reason for this
abnormality in the intermediate class fare on the East Indian Railway 1

(¢) Are Government aware that this abnormality in the fare of inter-
mediate class on the East Indian Railway tends to decrease the number of

passengers travelling for long distances and to further overcrowd the third
class compartments t :

(d) Have Government considered the advisability of asking the
East Indian Railway authorities to bring down the intermediate class fares

for all the distances to the level of ons and a half times the third class
fare 1 If not, why not ¢ . E

The Honourable 8ir Muhammad Zafrullah Khan: (a) Yes.

(b) Government do not accept the suggestion that there is anything
abnormal. The scale of fares now in force on each railway has been
determineéd generally by each Administration after consideration of itm
financial and other local conditions. o

(0) ‘Government have no reason to think that this is the case.
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(d) The Eonnumble Member’s suggestion will be communicated
to the East Indian Railway Administration for consideration.

PrOvVISION OF A Warrine RooM For INTERMEDIATE CLASS PASSENGERS AT
SAHARANPUR.

567. *Quf Mubammad Ahmad Kazmi : Will Government be pleased
to stale :

(a) whether it is a fact that the Ssharanpur Railway Station is a
big junction which is visited by a considerably large number
of passengers, especially due to the vicinity of Hardwar and
Roorkee ; :

(5) whether they are aware that there is no intermediate class
waiting room at Saharampur Railway Station, the absence
of which results in grest inconvenience to the travelling
public ; and

(¢) whether they have considered the advisability of asking the
North Western Railway authorities to provide a waiting
room for intermediate class passengers at Saharanpur ?

The Honourable Sir Mubhammad Zafrullah Khan: (a) Yes.

(b) Government have no information.

{¢) Such matters are within the competence of the Railway
Administration, whom Government consider to be in the best pusition
to decide their relative importanee.

Qagi Muhammad Ahmad Kazmi: Have Government communicated
any recommendation regarding the Saharanpur Railway to the Agent of
the North Western Radway ! Will Government send this question for
the consideration of the Agent, North Western Railway !

~ The Honourable Sir Muhammad Zafrullah Khan : If the Honour-
dble Member so desires.

Qazi Muhammad Ahmad Kazmi : Yes.

Provision or ProrER WaArTING RooMs FOR INTERMEDIATE CLass
PASSENGERS AT DELHI.

568. *Qazi Muhammad Ahmad Kazmi: (a) Are Government aware
that the intermediate class waiting room at the Delhi Railway Station
% of very small dimensions and quite inadequate for the needs of the
large number of passengers visiting Delhi ¢

(b) Are Government aware that there is no waiting room for ladies
at the Dethi Railway Station ¢

(¢) Have Government eonsidered the advisability of ordering the
North Western Railway authorities to provide a proper waiting room for
intermediate class passengers at Delhi, and also to provide ore for ladies 1
If not, why not ¢

The Honourible Sir Muhammad Zafrullah Khan : (2) The accom-
modation in the intermediate class waiting room for gentlemen at the Delhi
Railway Station is considered adequate. No complaint regarding insuffi-
cient accommodation has been received.
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(b) and (c). Separate first, second and intermediate class waiting
rooms for ladies exist at the Delhi Railway Station platform. The question

of increasing the accommodation in the intermediate class waltmg room is
already under consideration.

Qazi Muhammad Ahmad Kazmi: Has the Honourable Member

mqulred as to what are the dimensions of .the intermediate class wait-
ing room at Delhi ?

The Honourable 8ir Muhammad Z&frul]&h Klmn ‘No, 8ir.

‘Qazi Muhammad Ahmad Kazmi : Then who has satmﬁed him that
they are sufficient for the necessities of the passengers that go to Delhit

The Honourable Sir Muhammad Zafrullah Khan : The observation
by the station officials of the use made by passengers of these rooms.

TEMPORARY CONSTRUCTIONS MADE AT ROORKEE RAILWAY 'STATION FOR
PASSENGEM DURING THE PEERAN KaLiAR FaIn.

569. *Qazi Muhammad Almad Kazm1 (2) What is the approxiumate
average cost of the temporary constructions made at Roorkee for _passen-
gers during the Peeran Kaliar fair in the last five years ¥

(b) For how many years, approximately, have these constructions
been made at Roorkee Railway Station, and what is the approximate
amount of the total money spent on them.$.

(¢) Have Government considered the feasibility of gradually getting

the constructions made permanent in order to sa.ve money to the rmlway
and afford convenience to passengers {

The Honourable Bir Muhammad Zafrullah Khan : (a) Rs. 1,768.

(b) No records are available of what was dope prior to 1929, but

during the last eight years, Rs. 15,221 were spent on temporary works
at Roorkee.

(¢) It is proposed to provide permanent structures where these are
justifiable and they will be carried out as funds become available.

OPEN ENCLOSURES FOR THIRD Crass PASSENGERS aT HarDWAR Ramwway
STATION.

570. *Qazi Mubhammad Ahmad Kazmi : Will Government be pleased
to state :

(¢) whether they are aware that at Hardwar Railway station
many big open enclosures exist for third class passengers ;

(b) whether these enclosures are situated much below the level of
the railway platform ;

(c) whether the approaches from these enclosures to the railway
platform are sloping upwards, and passengers have to wait
on these sloping approaches sometimes for hours for the
opening of the gate at the time of the arrival of trains,

mostly under a hot sun and sometimes in down pours of
rains ; and
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{d) if the answers to parts (a), (») and (¢) be in the affirmative,
whether they have considered the advisability of providing
sheds with floors on a level of the railway platforms for the
pilgrim passengers ¢ 1f not, why not !

The Honourable 8ir Muhammad Zafrullah Khan : (a) Yes.

" (D) There is a difference in level, amounting to about nine feet in
places.

(¢) The approaches slope npwards. There is no compulsion on
passengers to wait on the slope, but Government are prepared to aceept
the fact that they do so.

(d) This work is on the list of the proposed improvements which were
drawn up at a meeting in September, 1985, between the Divisional Super-
intendent, East Indian Railway, Moradabad and various gentlemen at
Hardwar. A detailed examination of the proposals is being made by the
East Indian Railway.

Pandit Lakshmi Kanta Maitra : Is it not a fact that even on the
plq.tforms of the Hardwar Railway Station there are no sheds whatsoever t

The Honourable Bir Muhammad Zafrullah Khan : I am not aware
that there are not, but if the Honourable Member has so observed, I am
prepared to accept it from him.

Pandit Lakshmi Kanta Maitra : Is the Honourable Member aware
that the water hydrants on the Hardwar Railway platforms are very small
in number—two or three only ?

" The Honourable Sir Muhammad Zafrullah Khan : That may be so.

Pandit Lakshmi Kanta Maitra : Will the Honourable Member
kindly look into this matter in view of the Purnima Mela coming on nexi
year, when there is going to be a huge concourse of pilgrims there § Will
the Honourable Member kindly take all these facts into consideration
and see that greater facilities are given to the pilgrims ?

4 The Honourable 8ir Muhammad Zafrullah Khan : I have no doubt
that on the occasion of the kind of Melas referred to, greater faci-
lities than those ordinarily available are always provided. .

Qazi Muhammad Ahmad Kazmi : Are Government considering the
improvement of the present Hardwar Railway Station ?

The Honourable Sir Mubammad Zafrullah Khan : I have answered
that in answer o part (d) of the question.

Qazi Muhammad Ahmad Kazmi : May I ask whether these specific
complaints put down in this question have been ordered to be investi-
gated and are under consideration now !

The Honourable 8ir Muhammad Zafrullah Khan : I believe I have
.already said that a detailed examination of the proposals is being made by
the East Indian Railway.

RECRUITMENT OF MORE INDIANS TO THE INDIAN MEDICAL BERVICE.

71. *Mr. M. Ghiasuddin : (a) Are Government aware of the fact
that, according to the scheme of Indiamisation, in the Indian Medical
Service the number of Indians should be 2i0, and that their number at
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present is only 190 ¢ If so, are Government taking any steps to reecruit
20 more Indians, so as to bring the ratio according to the aforesaid
scheme 1

(b) Are Government aware of the fact that out of the 190 Indians,
there are only 27 Muslims at present ¥ If se, do Government propose to
take any step so as to bring up the ratio of the Muslims in the Indian
Medical Service to the ratio as laid down in the Government of India Noti-
fication ?

Mr. Muhammad Anwar-ul-Azim : Question No. 571.

Mr. President (The Honourable Sir Abdur Rahim) : Has the Hon-
ourable Member got the authority to put this question ¢

Mr. Mubammad Anwar-ul-Azim : He asked me, Sir.

Mr. President (The Honourable Sir Abdur - Rahim) : Has the
Honourable Member his written authority ?

Mr. Muhammad Anwar-ul-Azim : No, Sir.

Mr. President (The Honourable Sir Abdur Rahim) : If the
Honourable Member (Mr. Tottenham) wishes to answer that question,
he may.

Mr. G. B. F. Tottenham : Sir, I would refer the Honourable Member
. to my reply to an identical question yesterday. (Laughter.)

ADMINISTRATION OF THE BANGALORE INSTITUTE.

572. *Mr. 8ri Prakasa: (a) Has there beenm any trouble in the
Bangalore Institute and do Government propose to make any changes in
the details of administration ¥

(b) Is it not a fact that on behalf of Government it was declared
last year that it was most improper for any criticism to be levelled against
that institute when an Indian—and specially one so eminent as the present
bead—has been appointed there ?

(¢) If go, have Government changed their mind since then on the
subject ? v

8ir Girja Shankar Bajpai : (¢) and (c¢). In accordance with Regula-
tion 32 (7) of the scheme for the administration and management of
the Indian Institute of Science, Bangalore, a committee was appointed
in January last to review the working and progress of the Iustitute.
The committee’s report is now under consideration and I would ask
the Honourable Member to wait for the result.

() 1 would refer the Honourable Member to the text of my remarks
which are reported in the proceedings of this House for the 21st Mareh,
1935.

Mr. 8ri Prakasa : Was not the text to the effect that eriticisms
should not be levelled against that Institute because there was an
eminent Indian in charge of it ?

Sir Girja Shankar Bajpai : No, Sir. What I said was that Honour-
able Members of this House should not pay any eredence to irresponsible
eriticism of 8 certain individugl who is holding such a responsible post
st the Institute.
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.. Mir. 8ri Prakass : Is the Hopourable Member gpeaking from memory
qr he got any papers before him ¢

Sir Girja Shankar Bajpai: No, Sir. 1 have actually got the text
before me which says that Honourable Members ‘‘should not pay
attention io complaints which are made ’’ and so on.

Mr S ‘Batyammrti : Are Government aware that eertain cxiracts
from this report have been published in various newspapers and
criticisms, malicious and otherwise, have heen appearing in a number
of Indian newspapers, against the Imstitute and the person who is in
charge of it ?

8ir Girja Bhankar Bajpai : Government have noticed with regret
that there has been a certain amount of unauthorised publicity not
merely of what purport to be the contents of the report but alse
the contents of a memorandum which the Director submitted 1o the
Counnecil, '

Mr, 8. Satyamurti : May I ask if Government will at the proper
tinie, when they make up their mind, publish the entire documecuis so
that there may be no misapprehension on the part of the public about
the nature of the recommendations, or conclusions contained in either
of these documents !

Sir Girja Shankar Bajpai : Sir, in regard to the question of publi-
city, my Honourable friend will appreciate that we have to consult the
Council also, but I can assure him that the point which he has raised
is receiving the serious consideration of Government.

Mr. 8. Satyamurti : May I know whether, in passing orders in due
time on this report, and on the memorandum, Government will bear in
mind that the Institute is now being managed by an Indian who is one
of the most distinguished scientists of the world 1

8ir Girja S8hankar Bajpai : My Honourable friend may rest assured
that every relevant consideration will be weighed by Government before
the decision is reached.

MeTHOD OF CIRCULATION OF BALLS FPOR ELICITING PuBLio OrINION,

6573. *Mr. Bri Prakasa : (¢) What is the system of ¢irculation of
Bills for eliciting public opinion 1 '

(b) Is it a fact that Members of the Legislature are not asked for
their opinion ?

' (¢) Are any public communiqués issued, asking any person who
may like to do so, to send his opinion !

~ (d) Does'it depend entirely upon the Distric! Magistrates to chose
as to whose opinion has to be invited ?

(e) Are Government satisfied that persons, whose opinions are

invited, complete the list of those who are likely to be interested in any

rtienlar Bill, or, whose opipions are likely tc be useful to the Legis-
ature !
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‘The Honourable 8ir Nripendrs 8ircar : (a) The Bill with papers
relating thereto is forwarded to all Local Governments with the request
that they will furnish :

1. their own opinion,

2. the opinions of the Honourable Judges of the High Court when

the circumstances are such as to render judicial opinions
desirable,

4. the opinions of such selected officers and other persons or Lodies
as they may deem fit to consult.

(b) They. are not consulted as such, but they may be included among
the other persons whom the Local Government think fit to consalt.

(¢) No, but any person is free to send his opinion to the Local
Government.

(d) No, the selection of the officers and other persons or bodies to be
consulted rests with the Local Government.

(¢) The Government of India see no reason to suppose that Local

Governments fail to exercise their discretion in such a manner as to produee
this result.

Mr. Sri Prakasa : With reference to the reply to clause (d), is it not
a fact that Local Governments send these Bills to District Magistrates
who, in their turn, send them to such local residents such as they like
for opinions and that these Bills are only sent to such persons who may
happen to be known to District Magistrates and who' may not reaily be
interested in the subject of the Bill ¢

The Honourable 8ir Nripendra 8ircar : My impression is that they
are sent not only to District Magistrates but also very often to Distriet
Judges and Subordinate Judges. I believe the matter is left to the
Local Government and they exercise their discretion. I do not think
there is any hard and fast rule in the matter.

Qazi Muhammad Ahmad Kazmi: So far as the District Judges and
the civil courts are concerned, these Bills are sent for their own opinions
but so far as the District Magistrates are concerned they are scmt to
them for obtaining the opinions of other persons. The question is
whether the Collectors take into their confidence all kinds of persons

or whether they take the opinion only of such persons as they know
to be loyal ? )

The Honourable Bir Nripendra 8ircar : The Collector cannot take
the opinion of people whom he does not know and whose existence is
not known to him. As regards the sting in the word ‘‘ loyal '’, I have
seen opinions from most disloyal persons.

Prof. N. G. Ranga : May I inform the Honourable Member that even
in regard to the Civil Procedure Code (Amendment) Bill, when it was
sent for circulation, opinions of Peasant Associations whose eoxistence
was known to the Local Governments were not asked for t

The Honourable 8ir Nripendra 8ircar : I cannot answer this specifie
question as I do not know what happened on that occasion ; but if my
Honourable friend knows it, I thank him for the information.
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Prof. N. G. Ranga : Is it a fact that when any person who is
interested in any particular Bill offers his opinions to the Local Govern-
ment, that Local Government is bound to communicate them to the
Government of India ?

The Honourable 8ir Nripendra 8ircar : They always do.

Qazi Muhammad Ahmad Kazmi : Does the Honourable Member know
that even the local Bar Associations are not consulted on this matter

The Honourable 8ir Nripendra Sircar : Government acts on the
principle that it is dangerous to ignore any Bar Association.. (Laughter.)

Mr. N. M. Joahi : May I agsk whether the Government of India publisk
in the body of opinions which are cireuiatcd to Members opinions sent
to them by other persons or individuals voluntarily and who wcre not
asked Dy Government to send them 1

The Honourable 8ir Nripendra 8ircar : Whatever opinions are
received they are circulated to Members. It does not matter whether

they are voluntary or obtained under coercion or obtained by theft, they
are all circulated.

Mr. President (The Honourable Sir Abdur Ralnm) Next question,

Mr. Sri Prakasa : Sir, T had some more supplementary questions to
ask ag the subject is an important one.

Mr. President (The Honourable Sir Abdur Rahim) : There have
glready been plenty of supplementary questions.

ECONOMY EFFECTED BY THE APPOINTMENT OF INDIANS IN PLACE OF
' EvuroPEANS IN THE HieHER BRANCHES OF PUBLIC S8ERVICE.

574. *Mr. 8ri Prakasa : (a) What economy, if any, has been effected

by the appointment of Indians in place of Luropeans in the higher branehec
of public serviee

(b) Are Indians paid the same sums of money as Europesus f

(¢) Was it not a fact that the object advanoed for Indmmsatxon wu
mainly economy 1

(d) Are Government satisfied that this object has been fulfilled in
any way ?

(e) Have Indians refused to serve the Government of this ceuntry
for less than what Government think is right and proper for Europeans ?

(f) Are Government aware that a separate caste of well-paid Indian
servants of Government,is being created in India ?

p (g) iIf so,.do Government favour this new factor in India’s social
life 1

The Ygpoprable Sir Henry Craik : (a) I regret I cannot undertaka
to colleet this mformatlon a8 it would entail time and labour incommep-
surate with the value of the results obtained.

(b) 1 would refer the Honourable Member to the Superior Ciyil
Serviees Rules and the Revised Rates of Pay Rules, a copy of swhich is in
thé Library.

L304LAD c
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““(e) No. L
.. (d) Does not arise. by
(¢) No. '
(f) No.
(g) Does not arise.
Mr. 8ri Prakasa : What is the reply to sub-clause (c¢) ?
The Honourable 8ir Henry Oraik : I said : ‘‘ No .

Mr. M. Ananthasayanam Ayyangar : What, then, is the object of
Indianisation . Is it not one of the objects of Indianisation also-?

The Honourable 8ir Henry Craik : The answer was ‘‘ No *’. That is
not the main object.

Mr. T. 8. Avinashilingam Chettiar : May I know whether the Indian-
jsation has resulted in economy ?

The Honourable 8ir Henry Oraik : I imagine that in certain ecir-
cumstances it has.

Mr. T. 8. Avinashilingam Chettiar : If that is the case, why should
not Government push on this Indianisation in view of economy ?

The Honourable 8ir Henry Craik : Government are pushing on
Indianisation. _
" Mr, C. N. Muthuranga Mudaliar : Sir, is it not Europeanisation
rather Indianisation that is now going on %

Mr. M. Ananthasayanam Ayyangar : Is it not a fact that in respect
of all higher posts, Europeans are now taklng the place of Indians in
practically every department!

_The Honourable 8ir Henry Oraik : If the Honourable Member wants
an answer, I suggest that he should look round these benches.

Mr. 8. Satyamurti : With reference to the answer to clause (e) of
the question, I think my Honourable friend said ‘‘ No'’. May I take

it that that answer is based on information obtained from Indian officers
by the Government ?

The Honourable 8ir Henry Oraik : The answer is ‘‘ No ’'.
Mr. 8. S8atyamurti : What does it mean ? ’

The Honourable 8ir Henry Craik : It means that Indians have not
‘refused to serve the Government of this country for less than what Gov-
ment thinks right for Europeans.

Mr. 8. S8atyamurti : May I, therefore, ask the Govemment whether
they wili consider the questlon of requestlng all Indian G‘rovemment
‘servants to serve on less pay than the Europeans, in view of the
‘imperative need for economy, and in view of the poverty of this country 4

The Honourable S8ir Henry Oraik : That inference does not flow
from the answer I have given. I have said that Indians have not
‘refused to serve the Government of this country for less. than what
Government think is right and proper for Europeans.

N %
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"'Mr. Bri Prakasa'! My compliint is against fhe Benches Opposite |
Cannot these gentlemen who are Indians serve for less pay thaw
Mr. B. Satyamurti : May I know whether Government have con-
gidered the question of reducing Indiansalaries to the level of social
life in this country and the demand on a man’s purse, thereby saving
a large sum of money for the tax-payer ?

The Honourable 8ir Henry Craik : That is a very wide question, but
the possibility of introducing economies is constantly in the miund of
Government.

Mr. 8. Satyamurti : May I know if this aspect of introducing

economies by asking Indian servants to serve for less than Europeans
was ever actively considered by the Government ?

The Honourable 8ir Henry Craik : If the Honourable Member means
whether we have asked the e¢xisting Government servants to accept a
voluntury reduction in their salaries, I dcubt if that suggestion would
receive & very favourable reception from them. )

Dr. Khan 8ahjb : Is it not a fact that Europeans are given overseas
allowances which are more than the Indian pay ?

Mr. President (The Ilonourable Sir Abdur Rahim) : That is a well
known faect.

Mr. 8ri Prakasa : What is the answer to parts (f) and (g)?

The Honourable Sir Henry Oraik: The answer to (f) is, no; (y) does
not arise.

254 YT ey e
SR e Tl

TRANSFER OF THE BaANGALORE HUBLI SECTION OF THE MADRAS AND
*  SoUTHERN MAHRATTA RAILWAY TO THE MYSORE GOVERNMENT. :

575. *Mr. N. V. Gadgil : () Will Government be pleased to state
whether Bangalore Hubli Section of the Madras and Southern Mahratta
Railway has been handed over to the Mysore Government 1.
. (b) Ifnot,is it a fact that there are negotiations going on for banding
over the same to the Mysore Government 1

The Honourable 8ir Muhammad Zafrullah Khan : (a) No.

(b) Not the Bangalore-Hubli section.

CHANGE IN THE NOMENCLATURE OF THE POONA BANGALORE Mans,

576. *Mr. N. V. Gadgil : (a) Is it not a fact that the maxl trains
Which left Poona for Bangalore and Bangalore for Poona were till quite
recently known as Poona-Bangalore Mail and Bangalore-Poona Mail,
respectively ? .

(b) What is the object of the present move in .calling the said trains
now as No. 2-Poona-Hubli Mail and No_ 34-Hubli-Bangalore Mail arnd
No. 33-Bangalore-Hubli Mail and No. 1-Hubli-Foona Mail ¥

(c) Is it not a fact that the same truck which leaves }-’,oona and
Bangalore carries passengers to its destination and, for all intents and
L304LAD a2
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gmosela, %%ﬂ the game . old Bangalore Pppqa );{ag,_ ami Egon,a-

(d) Are Gavemment aware that very great 1nconvemenoe is eaused tv
the public by the halt at Hubli for more than five hours !

(e) Is there any precedent for any other mail tram in Indm bemg
made to halt for more than five hours at any 'intermediate Junctlon or
station 1 Is not the usual halt for 30 or 45 minutes only ?

(f) Did not the mail train stop only for 30 minutes at Hubli before ?

(g) Are Government aware that the Madras and Southern Mahratta
Railway management has issued instructions not to permit passengers to
remain in the railway compartments or use them in any way durmg this
imterval of five hours and more at Hubli? '

(k) Are Government aware that ral.lway officials compel passéngers

to leave the compartments bag and baggage, resulting in serious incon-
venience, unpleasantness and exasperation 1

. (4) Is it a fact that the present move is the outcome of a policy on
the part of the Madras and Southern Mahratta Railway to divert the rail-
way traffic via Guntakal-Hubli, by causing as much inconvenience as
possible in the direction of travel to Bangalore or Poona via Hubli ?

(j) Are Government prepared to take necessary steps to remedy this
state of affairse immediately ¥

The Honourable 8ir Muhammad Zafrullah Khan : (a) Yes,

(b) The mail previously left Poona at 22.0 and arrived at Bangalore
at 6:40 on the second morning. In the reverse direction, the timings
were 21.15 and 6.0, It was considered desirable to speed up the trains
running on the ‘metre gauge section, but to materially reduce the time
for the ;journey between Poena and Bangalore would have made thp
timings st these:stations - most inconvenient. There was, however, -no
reason why important towns and areas midway, such as Belgaum ‘and
Hnbh, should not have a faster service. The journey was, thérefore,
on the advice of the Advisory Committee divided into.two sections

tiz,, & fast train between Poona and Hubli and another hetween Hubli
gnﬂ Bangalore.

(¢) The same can—igges run through,

(d) The Agent, Madras and Soutliern Mahratta Railway, states
that the only inconvenience is to through passengers who use this train
instead of the correct one, i.e, a through express train leaving Poona
at 12.80 and arriving at Bangalore at 18.45 on the following day : there
being a corresponding train in the reverse direction.

(e) The view taken by the Administration is t.hat the m%‘&} trains
between Poona and Hubli are entirely distinet from 'sthe méi t‘rams
between Hubli and Bangalore,

(f) Yes. ¥

(9) and (R). Yes, as rakes cannot be kept on the platform’ lmen.
There are, wa.ltmg rooms and waiting sheds avaﬂable

» There i8 no foundation for such a sn_gges!non_.

-
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(j) Tt is not a function of Government to interfere in the Getails
cf Railway Time Table. The Honourable Member will also have
6bserved that the Madras and ‘Southern Mahratta Railway’s Advisory
Committee support the alterations that have been made.

Mr. N. V. Gadgil : Is it not a fact that several complaints have
been made in this connection by the public ¢

The Honourable 8ir Muhammad Zafrullah Khan : I am not aware
of the faect.

Prof. N. G. Ranga : What is the time taken now for through
passengers from Bangalore to Poona or from Poona to Bangalore when
compared to the time taken previously ¢

The Honourable 8ir Muhammad Zafrullah Khan : The time taken
now by the fastest train, that ix to say the train which performs the
Journey most quickly is between 18 and 19 hours,

Mr. N. V. Gadgil : With reference to part (a), will not the
Honourable Member find it convenient to keep some carriages for
throqgh passengers and not ask through vassengers to get down and
remain five hours ?

The Homnourable 8ir Muhammad Zafrullah Khan : This House has
expressed the greatest repugnance against the system of using trucks
for passengers.

Mr. N. V. Gadgil : I mean through compartments.

Prof. N. G. Ranga : In view of the fact that considerable incon-
venience and expenditure are caused by asking the passengers to
compulsorily leave the carriages and go on waiting in the waiting sheds
with their bag and baggage for a long period, to catch the train coming
five hours later, will the Government consider the advisability of
providing at least two through carriages and allowing these people to
remain in the train throughout the interval until the next train
arrives !

The Honourable 8ir Muhammad Zafrullah Khan : I have already
dealt with the matter in reply to the original question. The point
raised by the Honourable Member in his question now is exactly the
same as was raised in the original question,

ProMoTiON OF SUB-ASSISTANT SURGEONS OF THE IND1AN MEDICAL
DEPARTMENT.

577. *Mr. N. V. Gadgil : (¢) Will Government state the procedure
laid down for the promotion of Military Sub-Assistant Surgeons of the
Indian Medical Depar'j,pnent in the matter of promotion from Jamadars to
ubedars and above

(b) Are promotions made on provincial basis cr on all India basis 1
. (¢) Was any reduction ever made at any time in Sub-Assistant
Surgeons Branch of the Indian Medical Department t If 80, under what
basis 1

(d) Were the vacancies, subsequiently creatéd aftar reduetion by way
of retrenchment. discharge and dismissal, ete., in the cadre of Subedars
and above filled in t If so, on what basis ! S ’
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(e) Are transfers regularly effected after completing fixed period of
tenure in one particular station or command { If not, what are the

circumstances in which a particular Sub-Assistant Surgeon is kept in oune
and the same place for a number of years ?

Mr. G. R, F. Tottenham : (a) The procedure for the promotion of
military sub-assistant surgeons to the rank of Subedar and above is
contained in paragraphs 59-B (4t), 60 and 61 of the Medical Services
Regulations, a copy of which is in the Library of the House.

(b) On an all-India basis.
(¢) and (d). Yes, on an all-India basis,

(e) Within the four Army Commands transfers between stations
are the concern of the Headquarters of those Commands and they are
regulated by the, exigencies of military service.

Transfers between the four Commands are the concern of Army
Headquarters, and every effort is made to arrange such transfers when

a man has completed five years service in a Command and is desirous
of transfer.

RATE CHARGED FOR WATER SUPPLY IN THE NASTRABAD CANTONMENT.

578. *Mr. N. V. Gadgil: (a¢) Will Government be pleased to state
whether it is a fact that at Nasirabad Cantonment the rate charged by the’
Military Engineering Service for the supply of water is 0-8-6 per
thousand gallons. whereas the rate charged by the Ajmer Municipality,

which is the nearest Municipality is only 0-4-0 per thousand gallons § If
80, what is the reason for this difference ?

(b) Is it a fact that the water supply in that Cantonment is main-

tained for military purposes and it is only surplus water that is g'lven to
the public ?

Mr. G. R. F. Tottenham : (a) The Military Engineer Services rate
for water supply in Nasirabad Cantonment is 93 annas per 1,000
gallons, which is the rate charged in Cantonments all over India. My

information is that the rate charged for water in Ajmer Municipality
is 9 annas per 1,000 gallons,

(b) The water supply in Nasirabad Cantonment is not mamtamed
only for military purposes.

REFUND OF THE AMOUNT PAID BY THE NASIRABAD CANTONMENT BOARD FOR
THE SUPPLY OF WATER.

579. *Mr. N. V. Gadgil : (a) Will Government be pleased to state
whether it is a fact that the Cantonment Board of Nasirabad was compelled
to pay Rs. 4,400 to the Military Engineering Seérviee in the year 1935-36

over and above the amount collected by the Board from pubhc on account
of water ?

(b) If the answer to part (a) above be in the affirmative; 'ﬂo Govern-
ment propose to arrange for the refund of that amount under provlmns of
section 234 of the Cantonment Act ?

"Mr, G, R F. Tottenham : (a) No.  -~.r.« =« ¢ ‘e

(b) Dogg not ‘nm .? ...:?ﬂ "',‘ _‘_-..:-_;. .__ s ',I;' . I-:-I: ' -' .
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ENHANCEMENT OF WATER TAX IN THE NASIRABAD CANTONMENT.

580. *Mr. N. V. Gadgil : (a) Will Government be pleased to state
whether the water tax in Nasirabad Cantonment has been enhanced in the
year 1935-36 from four to 64 per cent. ?

. (b) Isita fact that this enhanced rate is more than the rate chargoé
in the neighbouring Municipality of Ajmer ¢

. (¢) Is it also a fact that this enhancement of tax has been made at the
wnstance of the Military Engineering Services, who want higher rate for
water supply than the neighbouring municipality ¢

(d) If the answer to the above be in the affirmative, what step or
steps do Government propose to take in the matter ?

Mr, G, R. F. Tottenham : (a) No.
(b), (¢) and (d). Do not arise.

ASSESSMENT OF ANNUAL VALUE OF PROPERTY IN THE NASIRABAD
CANTONMENT.

581. *Mr. N. V. Gadgil : (a) Is it a fact that one Mr. Munro was
imported by the Executive Officer of Nasirabad for assessing annual value
of property in that Cantonment ¢

(b) Is it a fact that the elected members of the Cantonment Board
objected to the appointment of this gentleman, and that he has no special
qualification” for the task entrusted to him ? ‘ )

_'(c) What was the total amount paid to Mr. Munro and for how many
months did he work ! -

- (d) Is it a fact that in all other Cantonments the work of assessment
is done under the supervision of the Executive Officer by the Cantonment
staff, and no special officer is ever appointed ? .

(e) What step or steps do Government propose to take, under section
33 of the. Act, for the recovery of the amount thus spent { :

Mr. G. BR. F. Tottenham : (a) No, he was appointed by the Canton-
ment Board.

(b) Yes, but he had experience of assessment work having made a
complete assessment of house property in Secunderabad with most
satisfactory results. '

(¢) He worked for seven months and received Rs. £,603.

(d) Government of Indiza have no information.

(e) None.

Mr N V. Gadgil : May I know what are the gualificatiors of Mr,
Monro ¢ Hag he any previous experience !

Mr. G. R''F. Tottenham : I do not know about his academical quali-
fications, but his practical qualifications are that he has done very useful
work inSecunderabad. '

Mr. N. V. Gadgil : Wag he not in the Policc Department before he
was taken on to the Secunderabad Cantormient §

" Br. G B P. Yottenham : T want notice. "
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SUPERSESSION OF THE BUILDING COMMITTEE OF THE NASIRABAD
CANTONMENT.

° §82. *Mr: N. V. Gadgil : () Will Government be pleased to state
whether it is a fact that the Building Committee of Nasirabad Cantonment

was superseded by the General Officer Commanding-in-Chief the Command
m August 1935 1

(b)) If the answer to part (a) above be in the affirmative, will Govern-
nent be pleased to place upon the table of this House the notification
superseding the Committee and the authority under which it is issued 1

{¢) Is it a fact that this Committee has been re-constituted ¥ If a0,
when 1 .

_ (d) How does the constitution of the New Committee differ from the
old t '

(e) Is it a fact that in the new commlttee official majority bhas been
provided ¥ If so, why ?

Mr, G, B. F. Tottenham : (a) No, __
() Does not arise. "

(c) Yes, by notification in the Gasette of India, Part IL-A, dated
the 21st December 1935.

(d) The reconqt:tuted committee consists of the Health Officer as
amnan, the Executive Engineer, one nominated member and.twp
elected members. . Before re-constitution it consisted of the Vice-

Président of the Board as Chairman, the Health Officer, the Executlve
Engineer and two elected members,

(&) Yes, because the General Officer Commandmg in-Chief the
ommand was not satisfied with the manner in which the committee
was exercising its functions.

Taxes LEVIED BY THE DEHRA DUN (ANTONMENT FROM THE Iﬂmnrum
OF CERTAIN VILLAGES,

583. *Mr. N. V. Gadgil : (a) Will Government be pleased to state
whether it is a fact that in 1915 the villages of Garbi, Dakra and

Nimboowala were added to the Cantonment of Dehra Dun. simply for
purposes of sanitation !

(b) Will Government be pleased to state whether it is a fact that

almost all Cantonment taxes have since been levied upon the villagers
inhabiting these villages ?

(c) Is it also a fact that directly no services are being regndered to

the inhabitants of these villages by the Ca.nt.onmenit s.uthonty of Deh.ra
Dun Cantonment ?

(d) If the answer to the .abgve- be in the a.ﬁirma.tlve, what steps do

Government propose to take to save the vﬂlagers from  the heavy blmdan
of taxation

Mr. G R F. Toﬁm (¢» Ylﬂ LEhe viﬂages.hﬁera mcluded Jn
the cantonment in 1913, and not m 1915

tion. TR, hpRTguilecpT pguite-
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(b) All taxes are levied except water tax.

(e) No. All the usual municipal services such as lighting, con-
servancy, road maintemance, vaccination, anti-malarial measures, ete.,
are rendered in the villages in question,

In fact the expenditure on these areas exceeds the receipts, while
the incidence of taxation is considerably lower than in the adjacent
municipality,

(d) Does not arise.

_ Prof. N. G. Ranga : Is there any hospital established there for these
villages ¢

Mr. G. R. F. Tottenham : There is a hospital in the Cantonment, but
I do rot know exactly where it is situated in relation to these villages
which are part of the Cantonment.

SHORT NOTICE QUESTIONS AND ANSWERS.

HARpSHIPS EXPERIENCED BY I'ILGRIMS AT KAJalkR FAIR ON ACCOUNT OF
SUSPENSION OF THE BIHAR-BUKHTIARFUR Licl'T RAILWAY TRAIN SERVICE.

Babu Kailash Behari Lal : (¢) Are Government aware that a large
12 Nooy, Dumber of pilgrims are collected at Rajgir Fair which
is going on at present ?

(b) Are Government aware that on account of suspension of the
Bihar-Bukhtiarpur Light Railway train service, passengers anxious to
rcturn to their destination at Patna and on Moghal Sarai lines waiked
on foot to Gaya under the impression that the Gaya-Patna train service
was in order ?

(¢) Are Government aware that these stranded passengers wer
coiiipelled to travel to Patna via Kiul ¢

(d) Are Government aware that these unfortunate passengers l.w.vé
been compelled to pay railway fare via Kiul, which comes to three times
the ordinary railway fare to Patna from Gaya ¢

(e) Are Government aware that many passengers on account of their
inability to pay three times the fare via Kiul remained stranded for some
days and were thereby exposed to greatest hardship 1

(f) Are Government prepared to instruct the Railway authorities
concerned to charge such passengers fare by the shortest route as used to
he done before, until regular train service is resumed on the Gaya-P’atna
and Gaya-Moghul Sarai lines ¢

The Honourable Sir Muhammad Zafrullah Khan : (a), (b) and (e).
The Manager, Bukhtiarpur-Bihar Light Railway, telegraphed 1o the East
Indian Railway on the 19th instant that all pilgrims were cleared by the
17th mostly by rail to Bihar and thence by road to Nawadah and that only
cireus parties and sellers with their merchandise for the fair were still at
Rajgir. The:. East Indian Railway Administration flad no information
whatever of pilgrims from Rajgir Fair walking into Gaya nor was any
representation made to the Railway by the, civil authorities for - special
measures to be adopted. The Collector of Patna stated on the 18th in<tant
that. from information received from the Sub-Divislonal Officer at Rajgir,
Yo understood that the majority of pilgrims had Feturned on foot to
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Bukhtiarpur and only about a thousand people were left in the quglr
area. The Railway’s Divisional Superintendent at Dinapore has verified
that approximately 3,000 pilgrims came in by foot to Bukhtiarpur station
between the 15th and 17th instant. No pilgrims were booked from
Nawadah and Wazirganj stations until the 18th when 126 booked Ior
Mokameh Ghat and vie from Nawadah and 45 to Gaya paying the ordinary
fares.

(¢c) and (d). No. ‘

(f) The Agent, East Indian Railway, states that in. the belief that
relief might be necessary, he authorised as an extreme distress measure the
carriage of passengers via Kiul and Gaya at fares in force via Bukhtiarpur
if necessity existed. But the Honourable Member will recognise that the
Railway is under no obligation to book passengers by longer and circuitous
routes when train services by the shortest route have been suspended owing
1o eircumstances over which Railways have no control.

Mr. Ram Narayan Singh : If the people suffering now from this
great calamity are not to be helped by either the railway authorities or
(tovernment, may I know what is the use of these institutions ?

The Honourable Sir Muhammad Zafrullah Khan': T am afraid the
Honourable Member did not pay attention to the reply that I have read out.
1 said that the Agent, East Indian Railway, states that in the belief that
relief might be necessary, he authorised as an extreme distress measure the
carriage of passengers via Kiul and Gaya at fares in force vie Bukhtiarpur
if mecessity existed.

Mr, Ram Narayan 8ingh : What does the Ilonourable Member
wean by saying that the railway is under no obligation to allow people to
travel by longer routes on smaller payment ?

The Honourable 8ir Muhammad Zafrullah Khan : What I meant
was that there was no obligation upon the railway by Statute or otherwise
to provide services at the same fares as are applicable by the shortest route
in case the shortest route service were out of order.

Mr. Mohan Lal Saksena : But is not there a moral obligation all the
same 7

Babu Kailash Behari Lal : May I know if the railway authorities
have got any permanent circular to the effect that in such circumstances
passenger fares should be charged by the shortest route ¢

The Honourable 8ir Muhammad Zafrullah Khan : No, Sir. I con-
ceive the position to be this. If passengers have already booked from one
station to another and there is a suspension or discontinuance of the services
by the shortest route, the railway would be bound to carry these passengers
by whatever route is available without charging them any extra fares.
But I am unable to undertake that whenever the_shortest rout - service is
vut of order for some reason or other and after it has bheen notified that
booking on that section has been suspended, passengers between two points
must be carried at what would have been the fares by the shortest route
had the services by the shortest route been in operation. - -

__Babu Kailash Behari Ial : May 1 ask whether by the accumulation
of so many passengers at Gaya, the station authorities could not deduce
that they must be stranded pilgrims ¢ - T Tt T

P
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The Honourable 8ir Muhammad Zafrullah Khan : What the officer
on duty at a particular station should or should not deduce from the
circumstances, I am unable to say.

SELECTION oF THE ORIssA CAPITAL SITE.

If&ndlt Nilakantha Dsas: (a) Is the news published in the
Amrita Bazar Patrika from its correspondent on the 17th Seplember, 1936,
(page 3) to the effect that the Orissa Capital Site Selection (‘'ommittee has
recommended in favour of Cuttack, correct !

(b) Is the decision of Government the same, and is it final ¢

- (e) If so, will Government please make a statement on the subject
0 that the anxiety in the matter may be allayed permanently 1

The Honourable 8ir Nripendra S8ircar : The report of the Orissa
Capital Site Selection Committee will be published on the 24th September.
No decision on the question of the selection of a site for the capital of
Orissa will be taken until the report has been considered by the Local
Government and diseussed by the Orissa Advisory Council.

: Pandit Nilakantha Das: Are Government aware of the strong
féeling on this matter of removing the capital from Cuttack ?

The Honourable 8ir Nripendra B8ircar : [ am aware of feeliugs
running both ways.

Pandit Nilakantha Das : Have they got any representation frem the
popular side for the removal of the capital from Cuttack 1

The Honourable 8ir Nripendra 8ircar : They all elaim to be popular
sides.

Pandit Nilakantha Das : Except from Government people was there
any other demand for removing the capital from Cuttack ?

The Honourable S8ir Nripendra Sircar : That 1 cannot say without
notice, but my impression is, yes.

Pandit Nilakantha Das : If I give the information to my Honour-
able friend the answer would be no. :

Mr, President : Order, order,

THE INDIAN COMPANIiES (AMENDMENT) BILL—contd.

 Mr, President (The Honourable Sir Abdur Rahim) : The Touse will
now resume consideration of the Bill further to amend the Indian Com-
panies Act,11_913, for certain purposes, as reported hy the Select Committee.

Mr. 8. Batyamurti (Madras City : Non-Mubhammadan Urban) : Sir,
with regard to section 86-B, in clause 40, considera'ion of this was post-
poned, as Government said they might, after consultation, propose an
agreed formula. May I know if any atrangement has been arrived at, with
regard to the proviso to section 86-B'F - © T o
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The Honourable 8ir Nripendra 8ircar (Law Member) : Sir, I am not
in a position to say that an agreement has been arrived at. My informa-
tion is that the parties are very near. I cannot say that there 1s an agree-
ment, but I am hoping that as they are so near, if the matter is put up
now, probably something will be decided.

Mr. 8. Satyamurti : Sir, I move :

‘¢ That in elause 40 of the Bill, the proviso to the proposed section 86B be
omitted.’’

I think Honourable Members are aware that, when we took up this
matter, we came across two or three points of view. One extreme view
represents the proviso as it stands, which means practically depriving the
shareholders of the right to have A, B and C as directors, and compelling
them, for an indefinite period of time and under ill-defined conditions, to
have A, B, and C’s nominees as directors. I am sure the House will
agree that the election of a director is an election on account of his personal
qualifications. It is not a job which can go to the man’s transferee. A is
elected, because the shareholders believe he is competent, by character and
by ability to represent them on the board. Therefore, it was apparent to
us that the proviso as it stood gave an unlimited power, which we could
not approve of. On the other hand, there was the other view that it may
be impossible for a board to carry om, if even for the short time when a
director has got to go out of the district or out of the place, you have got
to have a fresh election. I can quite realise the difficulty of having a series
of by-elections for short absences, where the director may have to go
away for a short time, and where you want to provide for an interim
vacancy. I do not remember the exact words—perhaps the Honourable
the Law Member will be able to correet me if I am wrong—but 1 believe
in the English Act the provision is, if a director is absent abroad, that is
to say, away from the country, for a period of six months, he can nominate
a nominee in his place : whereas here temporary absence may mean, es
my Leader said more than once in private conversation, that a man may
walk into the next room for tea and it will be a ‘' temporary absence ’':
neither the. period of absence nor the limits beyond which Le must Le
absent are provided. I saw a draft sometime back which suggested that it
should be absence from the district where the headquarters of the company
were and it should be for a miniinum period. I am perfectly willing that
we should evolve some kind of formula which will aveid on the one hand
the perpetual phenomenon of appointing alternate or substituie directors,
and on the other hand avoid the continuous happening of by-elections. If
it is not possible to arrive at such a formula, I suggest that the proviso
should go : there is no need for this proviso, and the board can carry on,
in spite of the absence of one or two directors, so long as there is a quorum ;
there is no need for this wide proviso, which may mean almost anything.

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

‘“ That in clause 40 of the Bill, the proviso to the proposed sestion 86B be
omitted.”’ -

Mr. G. E. J. Robertson (Burma : European) : Sir, I oppose this
amendment. At the same time, I would like to start off by saying that
we accept Mr. Satyamurti’s suggestion that. the proviso as it stands sf.
present should be amended in such a way as to provide against abuses
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the intention of the proviso. We have had one or two.days in whigh to
7.and arrive at some formula which would*appeal to all shades of opinion
1 the Housé. My Group has therefore tabled amendments which it is
1gped will meet the objections raised by Mr. Satyamurti and which I may
say we regard as not unreasonable. There is no doubt that the intention
of the proviso is perfectly reasonable, but we accept the contention......

Mr. President (The Ionourable Sir Abdur Rahim) : Does the
Honourable Member_want to move that amendment now ¢

Mr. G. E. J. Rebertson : At the present moment, I am opposing
Mr. Satyamurti’s amendment : may I move the first amendment on supple-
mentary list No. 2 to the Revised Final List ¥ Sir, I move :

‘‘ That in clause 40 of the Bill, in the proviso to the proposed section 86B, for
the words ¢ during a temporary absence ’ the words ¢ during an absence of not less
than fourteen days from the district in which mectings of the directors are ordinarily
held ’ be substituted.’’

I wish to make the attitude of the group which I represent quite clear
on this subject. I feel ihat the intention of the proviso as it stands is
perfectly straightforward, but that it is possible that that intention may
be abused and we are not at all opposed to trying to arrive at some formula
which will meet all shades of opinion in the House. The two points which
stand out and ecall for some amendment are the period of absence and the
extent of absence. In the first place the word ‘ temporary ’ is very vague
and I can quite well understand the objections that are taken to it. We
nave suggested that in place of the words ‘‘ temporary absence ’’ the words
‘“ absence of not less than 14 days ’’ be substituted. This would avoid the
possibility of a director finding it convenient not to attend a particular
meeting by absenting himself for a day in order to avoid the meeting and
putting in an alternate who did not represent the shareholders in the first
instance. We have adopted a period of fourteen days as a maximum
because we feel that any louger period than that would seriously interfere
with the ordinary conduct of business. To take an example, you may have
3@ managing agent firm managing several companies. The firm may have
iree or four partners and these partners may be distributed as directors
one each on the board of the various companies managed. If the managing
agent director of a certain company is called away on urgent business in
connection ‘with a company, it is not unreasonable to allow him, provided
his absence is for a period of not less than fourteen days, to appcint an
alternate in his place to attend board meetings during his absence. The
second point which I think it is generally felt is not clearly encugh defined
in the proviso is the question of geographical absence, and here again my
group are of the opinion that we must provide for an absence of some
degree geographically. The mere fact that a director intends to travel a
few miles from the registered office of the company should not enable him
to appoint an alternate director in his place to attend a particular meeting.
We have chosenr the word ¢ district ’ which, T think, should meet all objee-
tions. Mr. Satyamurti remarked just now that in the English Act the
word used’i#as ¢ abroad ’, but T think that in India, which is a vast continent
in itself, we have to make provision for absenee from say Calcutta to
Bombay, or at any rate ahsence out of the district. Noy, I think it was
contemplated at one time that the words ‘‘ town in wh.lch the registered
office is situate '’ might be used. My group have considered that point,
.and we know that in certain cases board weetings are nol necessarily held
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at the registered .office of the company. They may be held in an entirely
different place, and therefore we have suggested the words ‘ from the
district in which meetings of the directors are ordinarily held * and I think
every one will agree, that it is a reasonable phrase. Now, Sir, the full effect
of the amendment that we suggest in this proviso is not contained in the
amendment which I am at present moving. There is another amendment
in the name of the group which I represent which will go further to place
limitations on the power of a director to appoint an alternate, and I hope
that when considering this amendment, the House will realise that we are
prepared to go further and lay down that as soon as the original director
returns to the place where meetings are held ordinarily, the alternate will
ipso facto vacate office. This amendment has been put forward in an
honest attempt to meet all possible objections to the proviso as it stands
at present, and I hope the House will accept it. Sir, I move.

Mr, President (The Honourable Sir Abdur Rahim) : There is an-
other amendment on the same point, is it not ¢

Mr. G. E. J. Robertson : Yes, Sir.

Mr. President (The Honourable Sir Abdur Rahim) : Then I take it
he is moving No. 1 ¢

Mr. G. E. J. Robertson : Yes, No. 1.

Mr. President (The Honourable Sir Abdur Rahim) : Does not the
Honourable Member want to move the other ¢

Mr. G. E. J. Robertson : Yes.

Mr. President (The Honourable Sir Abdur Rahim) : There are two
amendments in the name of the Group which the Honourable Member
represents, and they are expected to make up their mind as to which one
they want to move.

Sir Leslie Hudson (Bombay : Europcan) : Sir, the amendment in fuil
was sent in as one piece, and it was divided up in the office. Actually No, 2
is a part of No. 1.

Mr. President (The Honourable Sir Abdur Rahim) : In that case
that will only come in if this is carried. Amendment moved :

‘‘ That in clause 40 of the Bill, in the proviso to the proposed section 86B, for
the words ¢ during a temporary absence ’ the words ¢ during an absence of not less

than fourteen days from the district in which meetings of the directors are ordinarily
held ’ be substituted.’’

The Honourable Sir Nripendra Bircar : Sir, with reference to the
amendment which has been moved, I regret to say that I cannot consider
that this minimum of 14 days is reasonable, whatever the difficulties may
be. Because four partners choose to go to four parts of India, the fact
remains that unless a reasonable restriction is put, we may be landed with
a situation that whereas A, B and C have been elected, practically the
whole work will be done by D, E and F. Theyr have got to go out for
14 days. I don’t say they will go out designedly, but it is a very big
jump from the English provision which applies only to directors going
abroad to this provision which lays down the minimum of 14 davs. I
would be quite prepared to consider it for support if instead of 14 days
they had suggested something reasonable like at least three months, but
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I do consider that 14 days is extremely unreasonable, and the whole
object of electing directors may be avoided if the provision is left in
this form......

Mr. President (1he Honourable Sir Abdur Rahim) :° Both the
amendments are under consideration.

The Honourable Sir Nripendra 8ircar : Yes, Sir. My position is
this. I would aecept Mr. Robertson’s amendment if he could see his way
to increase the time to some reasonable period like three months. If it
stands in this form with only 14 days, then 1 am afraid 1 shall have to
oppose it.

Mr. T. Chapman-Mortimer (Bengal : European) : 8ir, if this pro-
posal to substitute three months for 14 days is accepted by this House,
then the proviso is really of no use at all and companies will not in
effect be able to nominate alternate or substitute directors. If T may, I
should just like to quote from the case in our own concern, because that
may help Honourable Members to understand what we mean. In every
managing agency-house of any size, they have one member of the firm on
the Board. He acts as Chairman ol the company. In addition to thaut,
they have a number of outside directors. Now, Sir, take, for instance,
our colliery companies. The partner in charge of these eonlliery com-
panies bears the full responsibility in consultation with his pariiers for
the management of these colliery concerns. Now, if he is called off to
the collieries for any reason, it may very easily happen that one of the
other partners of the firm must take the chair at these meetings, other-
wise the meetings will not be held at all. Honourable Members will
probably remember the sad events at Loyabad nine months ago as a case
in point, and,-in that ease, not merely one, but more than one of our
partners had to leave Calcutta. If we had not been able to nominate
another director as an alternate or substitute it means that during all
the time these directors were out of Caleutta examining and dealing with
the affairs of the company in order to come to a wise decision in con-
sultation with Government experts and our own management on the spot
then, Sir, the ordinary business of the company to be transacted at a
Board meeting could not take place at all, because, if the suggested pro-
posal is carried by the House, we should not be able to nominate an
alternate director. The whole point of providing alternate directors is
to enable one man to act for another during that man’s enforced absence
from the place where the directors’ meetings take place. I wouid urge
upon Honourable Members the point I have just tried to make and ask
them to believe that we entirely agree with the point of view put forward
by my friend, Mr. Satyamurti. We do not want to see this power abused
by dishonest persons, and he himself has tabled &n amendment. with
regard to the length of time during which an alternate director can act.
1 think, Sir, if that amendment also were embodied, the final resu.lt
_arrived at would be satisfactory to all parties. Feople have a cerfain
apprehension that all directors are dishongst, and there is a danger of
passing legislation in this House which will make business absolutely
impossible. On the one hand. vou say the managing agents can appoint
one director, and then you say if that director is away for any reason from
the. place in which his business is transacted, they cannot appoint any one
to carry on the business. T would urge upca Honourable Members to
accept our amendment, and I hope that the Honourable the Law Member

will withdraw his opposition to what we have proposed.
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v r i (Bombay City : No,n-Muh&mmad,an Urban)
gavg you g9l 1 power to appoint alternate dlrectors 1

Mr. T Ohapmnn-uortlmer Yes, Sit.

Mr. Bh bai J. Desai (Bombay Northern: DlVllen Non-
Muhammadan Rural) : Sir, this is a matter of very serious consequence
which evidently the House will not percelve unless the matter is more
fully analysed. Under the company law, in any country in the world,
where a director is nominated or elected, 1t is on the" credit of hxs
knowledge, skill, integrity and experience that the man is selected ; it is
on his credit, mtegnt:y and experience that a great deal of the business
of the company depends. Clause 86B, therefore, is a clause to which no
exception can be taken, namely, that such an ojﬁce of trust shall not be
assigned and enacts no more and no less than that the office of a trustee

cannot be assigned. Yet the proviso is intended to practically destroy
the very. section itself, and whatever my friends may feel, one thing is
quite certain that no law can be made to meet merely hard cases of parti-
cular firms or companies. The law is no respecter of people who have
too many businesses. It is then up to them to seleet which of the
particular individual members of their firm is to be put up for selection
or nomination who is able to attend to that particular business. In other
words, as the Honourable the Leader of the House pointed out, the
matter really rests in this that whereas A, B, C may be the ostensible
directors of the company, D, E, F, are deputising for them, that is, you
may put forward a popular man for election 80 that he can be elected and
having got that, you put forward another- thoroughly incompetent man
to act for lnm—He may be a partner, but it is no consolation to the
electors. That does not affect the issue. The true issue.. is this ; the
matter is put forward as if an alternate direetorship is a right. It is not
appreciated that an alternate directorship is a very exceptional con-
vénience in very rare eases. It must not therefore be imagined that
because A is elected, therefore he has the power to delegate it to B, only
with some supposed restrictions upon it. Therefore, to say that the man
will vacate office when the original director eomes is a' matter of very
futile value ; it is a sop that has no value. When the principal is there
his agent cemnot act. Therefore, the real question is this, is the company
going to have the benefit of the services of & man or woman who may he
elected or nominated as tlieir director and on whose ostensible credlt the
business is being carried on, or that by a side wind you are going to
destroy and make an office assignable which is unassignable at law and
must remain unassignable at law ! In England .therefore the only
exception that was laid down was that alternate directorship is not a
necessary part of any law, in fact, it would not be a necesgary part of any
law. It was only a concession to some exceptional cases of real dlfﬁculty,
and that exceptlonal ease cannot be made into a general rule by providing
that if A or B is absent for fourteen days anybody can dgputise for him
and such a course cannot he held justified whatever may be the incon-
venience to a partacular class of people. The real point before the House
is, are you going to destroy the nnassignability of the directorship, or
are vou going to make a reasonable concession, which is only possible if
you make at all events an absence of not less than three months a condition
of the acting by means of an alternate director !

Mr. Susil Chandra Sen (Government of India : Nominated Official) :
Sir, T think there is some amount of misapprehension as regards the exact
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nature of ‘the amendment which is sought. In case referred to in the
proviso to clause 86B, it is the right of an individual director to appoint a
substitute or an alternate director, that has been dealt with. But it is an
absolnte fallacy to say that business will be at standstill unless this provi-
sion is amended in the manner asked for. If you will refer to the existing
section 83 of the Act you will find, Sir, that in default of and subjeet to
any regulation any casual vacaney occurring among the directors may be
filled up by the directors. Take the case where one director is by reason
of any circumstapce forced to go away. It is the easiest thing for him to
submit’ his resignation, and for the remaining directors to treat it as a
casual vacancy and fill it up and go on with the business as usual. The
only difference is that in the case where 'vow appoint an alternate or
substitute director. the director going out exercises his individual right
and appoints the man. In the other case the director going out leaves
the filling up of the gap not to himself but to the other members of the
board. Therefore, so long as the last remedy is open, there cannot be
any practical difficulty in the event of a director going out even for a
temporary period. He can go out, the hoard will treat it as a casual
vacancy and appoint a man to fill up the casual vacancy. On his return
the man who was acting for him will resign and he will be taken in.

Mr. Husenbhai Abdullabhai Laljee (Bombay Central Division :

Muhammadan Rural) : Just as the Government Members come in and
go out.
. Mr, 8usil Chandra 8en: I do not know of Government Members
appointing their substitutes, but I do know of casual vacancies being
filled up by the Board, and business going on as usual. Therefore, from
the practical point of view there is no difficulty, but as the Honourable
the Leader of the llouse indicated, we were even prepared to give an
individual . director his right to appoint an alternate or substitute
director provided there were reasonable safeguards. But for some
reasons which I have not been quite able to appreciate, the suggestion
as to the limit of time has not been accepted. I think we on this side
shall therefore have to oppose the amendement and accept what has
heen suggested by Mr. Satyamurti.

Mr. F. E. James (Madras : European) : Before you put the amend-
nmient, I wish to submit to you that this side is willing to accept three
rmonths in lieu of fourteen days. It is not altogether satisfactory because
it will lead to a great deal of difficulty particularly in the firms of
which my Honourable friend, Mr. Chapman-Mortimer, has spoken. But
rather than be faced with possibly a worse alternative, we are prepared
to aceept the figure of three months if the House will agree to that being
incorporated in the amendment.

The Honourable Sir Nripendra 8ircar : I might say that we have
no objection to'accept three months.

Mr. President (The Honourable Sir Abdur Rahim) : I will put the
amendment to the House after substituting thre: months for fourteen
days. The question is :

Lo Tﬁat in dauae 40 of the Bill, in the proviso to the proposed section 86B, for
‘the words ¢ during a temporary absence ’ the words ‘ during an absence of mot lcas
than three months from the distriet in which meetings of the directors are ordinarily
held ’. be substituted.’’

" The motion was adopted.

L304LAD Y
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My Predidefit (The Hotlourable Sir' Abdur Rehimi) : Mr. Batyamurti’s
#méndihent falls. S
. Mr, 8 EJ Robertson : Sir,.I move : ) o -,
¢ That in-clange 40 of the Bill, to the propesed section 86B, the following further
ilovisobead@gd: . e CL .
¢ Provided always that any such.alternate or substitute director skall ipso fagto
vacate office if and when the appointof returng to the district in which
meetings of the directors are ordinarily held”.”” -

I will not waste the time of the House because this follows the
aitendment which has just been accepted by the House. Furthermore,
the Leader of the Opposition has described it as a useless sop. However,
I do not think the House will have any objection to accepting 1t as a con-
sequential amendment to the one which has just been carried. Sir,
move, - . . .

Mr. President (The Honourable Sit Abdur Rahim?’ : The question

is .
" That in clause 40 of the Bill, to the proposed section 86B, the following further
Proviso be ajided : : v n
¢ Provided always thai'any such alternate or substitute director shall ipso facto
vacate office if and when the appointor returns to the district im which
meetings of the directors are ordinarily held ’.”’
The motion was adopted.

. Mr. President (The Honourable Sir Abdur Rahim) : Amendment
Ko. 3 in the Revised Final List in the name of Mr., Satyamurti falls.
No. 4 in the Revised Final List.’ o

Mr. 8. 8atyamurti : This refers to the power of managing agents to
appoint themselves. My recollection -is, you were pleased to ruls-that
it must come 'in, when clause 42 is under consideration.

Mr. President (The Honourable Sir Abdur Rahim) : Very well,
Mr. L. C. Buss (Nominated Non-Official) : Sir, I move :

‘¢ That in clause 40 of the Bill, after the proviso to the proposed section 86E, the
following Ezplanation be added : . o s

¢ Ezpianaﬁon.—l‘og the purposes of this section the office of managi nt
* phall not be deemed to be an office of profit under the Compwyg]’-'.l’g’. o

I mdy remind the House that when an amendment touching the
Bame point was moved last week, that is to say, No. 4 in the Revised
Final List, it was not acceptable owing to the reference to 83B (3).
The revision of this section had made the amendment inapplicable. The
ﬁr,esent amendment is moved in its place and its object is the same as

;). t‘; of the main list. As clause 86E is worded, there.is serigus douht
whether a managing agent or a partner in a managi ney firm would
ot be debarred from being a director of the co;%]:fyag: tcl{eﬁ[scbl‘e that
he holds an ‘office of profit. The only intention of the amendment is
to secure that clause 86E shall not deprive a managing agent of any
rights which he may otherwise have o0 become a director. I do not think
I need say any more on this straightforward point. Sir, T mave.

mmngr: President (The Honourable Sir Abdur Rahim) : Amendment

S £
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‘¢ That in clause 40 of the Bill, after the provisq to the proposed seetion 86K, the

following Ezplanation be added : )
¢ Ezplanation—For the purposes of thu section the olﬁce of managing ageot
shall not be deemed to be an office of profit under the Company ’.”’

Mr. 8. Sdtyamurti : On a point of order. This is the reverse of
No. 4 in the main printed list. You will notice that No. 4 says : Noth-
ing herein oontained shall affect the right of a Managing Agent to
appoint himself a director and this amendment says :

‘¢ For the purposes of this section, the office of managing agent shall not be deemed
io be an office of profit under the Company v

Therefore, a director can be a managing agent. The whole question
depcuds upon the decision of the House at the proper time, as to what
are the rights #nd liabilities of the managing agents. I have given notite
of certain amendments to clause 42, under which managing agents can-
not appoint themselves as dlrectors It is for the House to decide at
the proper time. i

Mr ¥ E. James : Mr. Satyamurti is under some misapprehension.
This amendment of ours confers no rights vn the managing agent. See-
tion 86E says that'no direcior shall withtut the -consent of the company
in general meeting hold any office’ of ‘profit under the company except
that of a managing director or manager or a legal or technical adviser
or a banker. Under the Act as .it stands, the managing agent has the
right to appoint a director to.the Board. But unless there is an explana-
tion pointing out that the managing agent is not an office of profit under
the company, this right of the managing agents will be taken away by
the section. We are not conferring any rights. We are merely seek-
ing to preserve what rights already exist under this Aect.

Mr. Bhulabhai J. Desai : The more material point is this.  Unlesy
there is anything in the articles to the contrary, a managing agent
could be appointed by a Board of Directors and the safeguard under this
section is this—that no director shall without the consent of the com-
pany in general meeting hold any office of profit, etec. and unless we get
‘0 the section relating to the managing agents and as to how they are to
be appeinted, it would be dangerous now to enact that it is not a place
of profit. You land yourself into a diﬁiculty should this proviso be
allowed here and there is no provision in the managing ageney part of
the seetion dealing with his appointment either being made by the com-
panv or approved by the company. 1 therefore suggest that when the
section relating to managing agents, clause 42, comes up, this matter
‘might then be considered, because it cannot be 'denied that as a matter
of ordinary construction of law, i¢ is a place of profif. It in fact is an
office carrying the largest profit. It would be dangerous to lay down
that it shall not be deemed to be a place of profit for the purposes of this
partieular séetion without realising all its implications until the sec-

. tion desling with managing agent is dealt with. I suggest ¢hat this
matter might be more appropriately dealt with when we reach the clause
relating to the managing agents. It is intended 4o be an artificial defi-
-nition that a place of profit is not a place of profit. That surely is the
proviso. (Voices : *‘ No, no’’ from the Benches in the European
-@roup.) Undoubtedly, yes, it is, because the managing agent’s office is
an offiee of profit, and therefore the proviso is that a place of proﬁt 18
net a place of pmﬂt for the purposes of this section. If you are going
‘to deatl with it, # is very important to remember that all the safeguards

L304LAD 2
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'[Mr. Bhulabhai -J..Desai.]

for the appointment of managuig ngents are k:nOWn before you “accede
to this'request.

Mr. President (The Honourable Slr Abdur Rahim) : Why caq’t. you
dcal with i, here..

Mr. Bhulabhai J Desau ’l‘he ‘answer is—which is the
appropriate place ?

Mr. President (The Honourable Sir Abdur Rahim) :
are so many sections dealing with connected questlons.

' Mr. Bhulabhai J. Desai: The connection is, remote, I submit ; ; you
may call it relevant nunder what is section 11 of the Evidence Act; but,
Sir, I hope you would not a.pply that sort of test. I may assure my
Honourable friends that I. have no desire to prevens, ‘the consideration
of this matter when the matter of the managing agency is being con-

sidered. 1 merely put it to them that that would be a more appropriate
and more eonvemen-‘ place.

‘more

Because there

~ Mr. Prendent (The Honourable 'Sir Abdu.r Rahim) : What'does the
HEonourable the Leader of the House say 1.

The Honourable 8ir Nripendra Sircar : So far as we are concemed
Bir, it 18 immatérial to us whether ‘the matter is ‘discussed now or 1ater
I cannot say that technically it can be argued that this"amendment is not

in order at this stage The questron of convemence is a matter entirely
for the Chair..

Mr President (The Honou.rahle Slr Abdur Rahlm) Well 1 do not

know, it is really for the Hopse. As the Honourable Membar in 'e'harge
'of ‘the Bill, perhaps he will indicate his attitude.

The Honourable 8ir Nfipendra Sircar : As Member in charge’ of
‘the Bill, I have no objeetion to the matter being discussed now I do not
see that any very great difficulty arises now.

Mr. President (The Honourable Sir Abdur Rahim) : The
cussion will go on.

dis-

8ir Cowasji Jehangir : Sir, I have not been able to follow this
‘discussion, because the mabler seems to me to be fairly simple. If you will
read section 86E—I am speaking now in favour of the amendmeni—it
provides that a director shall not hold an office of profit. It then goes on
to make certain exceptions. It says that the office of a managing director
or a manager or a legal or technical adviser or a banker shonld not be
considered to be an office of profit. Now according to my humble opinion
a managing agent ought to have been added to all those exceptions. It
was not. It was, I frankly admit, a slip on the part of the Select Com-
mittee, The managing agent ahould have been the very first to have been
made an exception. There may be only one member of-the firm of manag-
ing agents or there may be an individual who is an agent. It cannot be
denied that he will have to be a director. Surely, ¥ was not intended
that if there is an individual as a managing agent it is necessary for him to
go to the shareholders to enable him to become a director under this clause.
The exception ought to be the very first one to be mentioned and it was
omitted. Therefore I consider that not only is this the proper place to
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make good the deficiency of the Select Committee, but it is an absolute
nécessity. I-would: certainly: have' added the''words ‘‘.managing agent’’
iti- clause-86E itself and ‘have had:an end of the matter. I would have
said ¢ o o oci b - -

“ ¢ No director shall without the consent of the company in general meeting hold

atiy offite.of profit under the company ex that of a managing agent, managing
director or.-manager or a legal or taehma.lc:gtvuer or 8 banker.’’ '

".... That would have been the proper way of drafting this, leaving out this
sécond explanation ; buf since it has been moved in this way, I support
the amendment and I trusi the House will accept it.

- Mr. 8. Batyamurti: I bow to your ruling, Sir, that this may Dbe
taken now, but may I poini out.....

 Mr. 'l’fres_ident '(The Homourable Sir Abdur Rahim) : I am sorry
I cannot allow the' Honourable Member to go into that. '

. Mr. 8 Satyamurti: I am merely pointing out, Sir, to the Honour-
able the Leader of the House that, if he will kindly read these two pro-
posed sections 86E and sub-clause (e) of section 87B, he will see how
we shell. be landing ‘ourselves. in a difficult pesition. I agree with the
Deputy Leader .of the Independent Party that, if those who sponsored
the amendment really want to achieve what they think they are going
{0 achieve now, the proper plaee would have been to move for the inser-
tion of the ‘‘ managing agents ’’ in the first paragraph of section 86E.
Having dropped that, they now- seek to.achieve their object, if I may
respectfully say so, in & very clumsy manner.. Sir, I would ask you
to note these words : :

‘* No director shall without the comsent of the company in gemeral meeting hold
any office of profit.””" -

~ Therefore, that section prohibite the holding by directors of any office
of profit without the copsent of the company in general meeting. What
is the proviso ¢ The proviso says that for the purposes of this section
the office of managing agent shall not be deemed to be an office of profit
under the company. It means thie : therefore, a director can, without
the consent of the company in general meeting, hold an office of managing
agent. Does it, or does it not, come to that ! If this proviso means any-
thing at all, it means that—not that the managing agency is not an office
of profit alone. It therefore seeks to enact that a director can hold an
office of managing agent, without the consent of the company in general
meeling. If Honourable Members will kindly look at sub-clause (e) of
8B in proposed clause 42, they will see it reads like thig :
‘‘ the appointment of a managing agent, the removal of a managing agent and
any variation of a managing agent’s contract of management made after the com-
 mancement of the Indian Commpanies (Amendment) Act, 1936. shall not be valid unless
approved by the company by a resolution at a general meeting of the company.’’

.- Now, let, my Honourable friend kindly read these two sections
together, and tell me how he proposes to reconcile the one with the other,
We are now asked to vote for this proviso which will ecertainly mean, as I
read it : ' - .

+ ‘“ For the purposes of this séction it does not comfine itself to any
particular funetion of an offiee of profit’’. The words are ¢omprehensive;
et for the purposes of this section '’ I, therefore, seeks to rule out
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the necessity for approval of the; company in general meeting. My point
is clear, that is to say, that we .ane now asked to vote for the proviso which
is ineonsistent with the possible decision of the House on sub-clause (e)
of clause 87B. I, therefore, think that, whatever the object: of the
sponsors of the amendment may be,.they will be consulting their - own
interest, if they will wait till we reach sub-clause (¢) of clause 87B,
and then move some amendment. At present, it seems to me that the
House will be stultifying itself, if it voted for this amendment. I there-
fore oppose this. ' '

The Honourable Sir Nripendra Sircar : Sir, I regret I do not agree
with the arguments of my Honourable friend, Mr. Satyamurti. * 87B (e),
if Honourable Members will turn to it, deals with the appeintment of a
m.anagin_g agent, the removal of a managing agent and any variation of
a managing agent’s contract of management. 86E is not dealing with the
appointment or the termination of the terms of a managing agent. 86E
deals with directors. It lays down that a director cannot hold an office
of profit except for the three things mentioned there—a legal or technical
adviser or a banker. The object of the amendment which has been just
now moved is really, as has been pointed out, to add item No. 4 to the
three which are already there. On the main section, therefore, whatever
the merits, and on that I shall not have much to say ; but I do not agree
that if we now decide that a director may hold the office of 4 managing
agent, that does in any way stultify us by reason-of 87B (e¢). Then, as
regards the word ¢ deemed ’’, surély that word ‘‘ deemed ’’ is used, as
will appear from any judicial dictionary, only where it does not represent
the true state of facts. It is not necessary to say that a man should be
deemed to be a man but if for the purpose of any law a woman should be
deemed to be a man, then the word ‘ deemed ’ is used. On the merits,
surely we have always contemplated that the managing agent will be
allowed to nominate his directors on the Board. That %eing 80, We are
bound to support this amendment.

Mr. Bhulabhai J. Desai : May I interpret the possible construetion

1rx which I may ask the Leader of the House to bear in

o mind. The practical substantial effect of this amend-

ment would be that section 86E would run this way : ‘‘ That a director

may be appointed a managing agent without the consent of the company.’’

‘Would it not then be read as an exception to section 87B (e¢) in this way ¢
¥ will read it again : .

‘‘ The appointment of a managing ageﬁt ...... shall not be valid unless approved

by the company by a resolution at a general meeting of the company provided that
be is not a director.’’

That is how it will read and I do not want even the likelihood of a
conflict of legal opinion. I do appeal to my Honourable friends and to the
Leader of the House to consider this point because it is possible to read
the section in this way. Having passed section 86E in the terms in which
it is stated that a director may be a managing agent without the, consent
of the company in a general meeting, if you read that along with section
87B (e). the result will be that ‘‘ the appointment of a managing agent,
eic., shall not be valid unless approved by the company, ete., except in the
cape of a director.’’ This is due to the fact that you have already passed
the proviso that a direetor, in order to be a managing agent, wounld not

S5
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require the consent of the company in a general meeting.. I do not say
that it v the msh&;m&m%?hm it is a possible ¢ nt:n%lctwn ’ m‘%.u,t,
there is a very grave danger of such a construction prevailing and I do
appeal to the Honourable the Leader of the House to let it stand over until
we come to clause (¢) of section 87B and 1 make the same appeal to my
Honourable friend who moved this amendment. R '

. 8ir Cowasji Jehangir : May I be allowed, Sir, to interrupt for one
minute i The whole difficulty will be solved if you will allow another
amendment whereby the words ‘ managing agent’ should be inserted in
section 86E after the words ‘ managing director *. To that my Honourable
friends may have no objection and that will meet the point. Because that
was not done in the first instance, all this difficulty has arisen. If the
Honourable the Leader of the House will agree and if other Honourable
Members will also agree to it, it will solve the whole problem.

Mr. Bhulabbai J. Desai: No, it will not solve the problem. T
eéntirely aceéept the view that whether the word is added in the first part
of the section or whether an explanation is added, the substantial result
is the same. On that there is no differences of opinion so far as my under-
standing goes. But the point that I wish to submit is that a director, if
you omit all the immaterial words for the purpose of this section, may be a
managing agent without the consent of the company in a general meeting.
That is how it will read.

Sir Cowasji Jehangir : No.
Mr. Bhulabhai J. Desai : Read it again if you like. Put it in the
affirmative and it will then read this way :

‘A dil_'éctor may be a managing agent without the consent of the company in &
general megting notwithstanding the fact that it'is a place of profit.’’

That is its true import. Now, that being the true import, would you
please go forward to page 19 and read sub-clause (¢) of section 87B, which
will read this way :

¢ The appointment of a managing agent-—again omitting all ‘the itpmatoﬂ!.l
words—shall not be velid unless approved by the company except where a director is
sppointed a managing agen i

In that you have already passed section 86E which says that a director
may be a managing agent without the consent of the company in a generdl
meeting. At all events, it is not a matter that can be decided by merely
denying it. The faet remains that if this is pressgd nOW, you are unneces-
sarily forcing the hands of the House to vote against & matter which may
be easily dealt with when we come to sub-clause (e) of section 87B.

Mr. President (The Honourable Sir Abdur Rabim) : It may or may
npt entail somé amendment to sub-clause (¢) of section 87B.

Phe question is ::
ot That § clanse 40 of the Bill, after the proviso to tae proposed section S6E, the
feléwing Ezplanation be added:: ) ’ ]
“ "« Ezplanation—For the of this section the office of mansging ngeat
P k4 “shall Bot be 'dpe'-eg “be an ofier of profit under the Campany .’

 Fhe mation see adented,
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« MY Predideiit (The Honourable Sir Abdur Rahim) :'1 take it that

Amendment No. 4 in the printed Final List goes and smendment - No. 5 lnu

already been moved. ‘ S 4 o

;.- Pandit, Govind Ballabh Pant (Rohilkund and Kumaon Divisions :

Non-Muhammadan Rural) : Sir, I beg to move : A

¢ That in clause 40 of the Bill, after the proposed section 86E, the following new
section be inserted : = : ’ ‘ :

" ¢ 86EE. No director shall, except with the sanction of theé company in general

: * ‘meeting, bé directly or indirectly:concermed or interested in amy comtraet.

or arrangément entered into, by ‘or on behalf of the company of which,

» . he is.a director, provided that mothing, herein contained shall affect any:

contracts or arrangements entered into before the commencement of the

. Indian Companies (Amendment) Act, 1936 .7’ .

Mr. President. (The Honourable. :Sir Abdur Rahim) : The House

now stands adjourned for Lunch till Half Past Two.

The Assembly then adjourned for Lunch till Half Past Two of the
Clock.

.oladl

"The Assembly re-assembled after Lunch at Half Past Two of the
Clock, Mr. Deputy President (Mr. Akhil Chandra Datta) in phe Chinr.

Pandit Govind Ballabh Pant : Sir, before we dispersed for-Lmunch,
I had just moved amendment No. 6 standing in my name on this revised
fina] list. This amendment in substance lays down that no contraet con-
cerning a company of which a person is a director shall be entered inta.
except with the sanction of the company in general meeting, if any
director is interested in it. As Honourable Members are aware, an amend-
ment on this subject has already been moved by my Honourable friend
on my left which goes much further than my amendment. He wants all
such contracts to be prohibited altogether. I do not go as far as that.
In fact, the amendment that I am moving is no more than a corollary of
86E of the present Bill. The Bill lays down that no director shall without
the consent-of the company in general meeting hold ‘any office of profit.
under the company except that of a managing director, and so on. The
general principle embodied in this clause is very plain, and it has been
put down in an unequivoeal and unambiguous manner that no director
shall be allowed to hold any office of profit without the consent of the com-
pany in general meeting. Sir, the phrase ‘‘ office of profit ’’ is not free
from vagueness. In fact at a stage in the course of our.discussions at
another place some people seemed to be of the view that an amendment
of the type I have moved is not necessary as this clause would cover all
such contracts and arrangements. But I do not want to leave things in a
nebulous state. It is with a view to clarify the position thaf, I hage moved
this amendment. Sir, there is hardly any reason for resisting this amend-
ment when the provision of 86E has been accepted by Government and
the Select Committee. What is after all an office of profit as distinguished
from a contract or arrangement ! Instead of a frequeney of contracta
you have a continuity of. business in consequence of one contract. There
is no difference in substanee between an office of profit and contracts or
arrangements that may be entered into piece-meal. In the ome case it
may cover a certain definite period, in the other case it ‘may not. But a
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ontract may also relate to a similar period without being & contract affest-
g an office. of profit, So I submit that there is logically no reason what-
oever for resisting my amendment. ,

. Sir, the language of my amendment, I have been told, is somewhat
frastic but I do not see that myself. It only lays emphasis on the main
bject and the vital part of the principle embodied in this clause, but in
ubstarice it'means no more than what I indicated at the outset. Whether
‘ou omit the words ‘“ directly or indirectly’’ or the words ‘‘ or arrange-
aents ”’, the purport of the clause is not affected thereby, and I will have
bsolutely no objection if any suggestion is made for the omission of the
vords ** directly or indirectly >’ or the words ‘“ or arrangements’’ from
his amendment. I am not at all particular about that. In fact the
anguage of this amendment might have been a bit different, but I thought
hat it would be safer to adopt the language of the existing Act than
vord a phrase in my own way. If Honourable Members will refer to
ection 91A of the existing Act they will find that exactly similar language
s used there. Section 91A which relates to post-mortem reports of
ontraets between the company and the directors runs as follows :

‘* Every director . who is directly or indireetly concermed or interested in any
ontract or arrangement entered into by or on behalf of a company ’’, ete.

I have used exactly the same expression from the same clause, So if
Le langyage contains anything that is redundant I am pot responsible
‘or that myself. I thought that those who framed the Indian Companies
Act of 1913 would be better acquainted and more familiar with the
anguage of a statute than I myself am. So I adopted the language of
he existing Act. Sir, the reasons I think are almost obvious. A director
bove all holds a fidueiary position. He more or less occupies the same
wsition as a trustee occupies with this difference that a jrustee has
renerally to discharge his duties without being exposed to as many tempta-
ions as the director of a business concern ordinarily is. There are so
nany temptations in his way that it is necessary to protect him against
rimself and to safeguard his innate honesty. Sir, as Honourable Members
ire aware, there are provisions in local Acts concerning municipal boar
listrict boards and other similar bodies which prohibit any member o
‘hose boards taking part in any contract or any other office of profit con-
rerning the affairs of such boards. Im this case, as I have submitted, the
emptation is still stronger, and there is much more reason why we should
1ave a provision of this type. Then, Sir, in our couniry owing to the
ipecial nature of our industrial organisation the situation is made even
nore difficult and complicated because of the existenc: of the managing
gency system, As Honourable Members are aware and as I pointed out
he other day, a board of directors is mostly packed by the nominees of
‘he managing agents themselves. If you were to leave things to directors
md not take them to the general body of shareholders, then the directors
vould do no more than register the will of each other and of their
gmmon master. the managing agent. So il is necessary to provide &
afezuard more effective than the mere sanction of the directors them-
ielves. "Then, as T pointed dut the other day, it is necessary to introduce
some provisions that would enable the boards to control the managing
wents. - The managine agents are in charge of the management, hut they
are mot' the owners of the concerns. For that it is necessary that yor
should have an independent body of people who could exercise com
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anhd supervise thefr Hctivitiés. - As ‘you knowy under Article 71 the
wanagement of the business of the company: is vested in the board of
directops. I think that the directors will not be able to exercise
independence if they are allowed to carry on transactions with & company
which is in.charge of managing agents, for their own profit, at the sweét
will and discretion of the managing agents. I want to protect the
independence of the directors against the managing agents. I do not want
to leave any opportunity for the managing agents by virtue of which
they could oblige the directors. I do not want to leave the managing
agent free to oblige the director by entering into a transaction with the
director for the benefit of the director. After all, it is the moral prestige
of a wan which counits far more than anything else ; and the directors
should be so far as possible above suspicion, like Caesar’s wife. So, I
suggest that there should be no direct relations between the directors and
the managing agents. At the same time, I do not want to bar all these
contracts between the company and the directors. I only suggest that
these contracts should be entered into with the consent or sanction of the
shareholders : and T may tell you why T am making this suggestion. I
must frankly state that it is not with a view to keep avenues open for
the advantage of the directors that I am making this suggestion. In fact,
I feel that there may be occasions when in the interests of a company itself,
it. may be desirable that a company should enter into a contract or an
arrangement with a particular director. It is with a view to enable the
company to derive benefit through its co-operation with that particular
director that I want to leave the company free to sanction an arrangement
or contract with that particular director. Therefore my motive is not a
personal one ; that is, it is not particularly with a view to enable a
director to exploit the company that I am leaving the directors free to
deal with the company with the sanction of the company. It is to pro-
vide for the cases when it may be in the interests of the company itself
to enter into a contract with a director that I have left this door open
for arrangements between the company and the directors with the consent
of the shareholders. I do not want to go into things that are unpalatable.
I have before me even just now—it was handed to me I think after the
House adjourned for lunch and before we resumed discussions here after
lunch—a pamphlet which is marked ¢ Private and confidential ’, but which
1 think has been circulated here and of which copies have been given to
the Members of this House headed ¢‘ the necessity of independent directors
on the board of directors of joint stock companies managed by managing
agents ”’. I will not quote from this pamphlet, but I can say that there
are many instances given in it by a person who seems to have himself
been a vietim of a series of sharp practices, of the heavy loss that he
had t:een put to because of freedom of contract between the company and
the directors, without any reference to or sanction of the shareholders. We
are also aware of a number of other instances which are given in the
opinions which have been supplied to us by the Government. I will not
narrate them here, as it is.not in any way pleasant to do so., I will only

refer Honourable Members to what Mr. Sen hag said in. his report in this
éonnection. He has said in one place :

“‘ The position of a direstor vis-s-pis the sompamy is more or less like that of a
tgutee apd it is undesirable that any Jegal sanction should be given to directors for
¢btaining loans or advasces from the companis of whieh they ave the directers.’”
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Further on, he says : . e

.+ 314 s of wpimiom ghat ih.a country dlke India. . . ,..it in:the duty of the legialetuse
Yo prevent. peoplp, in a, fidnciary position from having monetery transactions with thoa
1o whom they stand in the position of a trustee mere or less. To my mind trapsactions
of this nature if allowed would create an updesirably confliet betweem duty and
firderest.’ ] it : o . it
I submit rtlia; 't_hg_propdsal that 1 am making deserves mwpt-lnoemd
I would appeal to the Government to accept it.

In the emd, I may remind Honotrable Members of this House that the
Federation of Indian Chambers of Commerce has recommended that
menaging sgents—and I inelude’ directors in that—should not be allowed
to have any transactions with the compenies regarding sale or purchase
of machimery, raw material, finished goods, ete. They want an absolute
prehibition and bar. I am not going to that extent, so far as this partieular
amendment is concermed. I .am leaving the companies free and the
directors free to make such arrangements but only with the consent of the
shareholders. I ‘hope the House will see the reasonableness of my sugges-
tion and adopt it unanimously. _

8ir Oowa_gji Jehangir : Have yoy moved the latter part !

. Pandit Qevind Ballabh Pant : No. I did not, because I thought
that you would not agree to it.

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

' *4'That in elnuse 40 of the Bill, after the proposed section BOE, the following new
section be inserted : i )

“ 86EE. No director shall, except with the samction of the company in general
meeting, be directly or indirectly concerned or interested in any contrael
‘or arrangement entered into, by or on behalf of the company of which
he is.a director;, prowided that nothing herein contained shall affect amy
contracks or arrangements entered into hefore the commencement of the
Indian .Companies (Amendwment) Act, 1936 """’

Mr. ¥. E. James : Before: you ask Mr. Ayyangar to move his
amendment, miy F know whether amendment No. 5 is still before the
House or whethét it has been withdrawn ¥

. BSome Honourable Members : All the amendments ‘are moved
together.
Mr. M. Ananthassyanam Ayyangar (Madras Ceded Districts and
Chittoor : Non-Muhammadan Rural) : 8ir, I move :
4¢ That in clanse 48 of the Bill, after the proposed section 88E, the following new
seetion be inserted. :
« 88EE. Except with the comsent of the company in general meeting, a Direetor
- of the eompany. or the firm of which he is a partmer or any purtner of
. guch, firm, or the private company of which he is a Member or Director,
shall not emter imto amy contraets for the sale, purchase or supply of
goods and materigls with the company, provided that nothing hereln

_ eontained shall affect any such contract or srrangement for such sale,
purchase or supply entered into, before the commencement of the Indian

Companies Amending Act, 1986 *."’
This is the thind of the amendments relating ‘to the right of &

“divegtor 7 or %0 -enter into a contraet with the eompany. The ﬂrst‘_that_wa'u
moved ‘'by my Homourable ffiend, Mr. Satyamurti, was to the effect that

~
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all vomtraets’ entered ‘into by a director with the “company should be
void, ‘or int other words, that mo contract shall be entered into by a
directof with the company. The second was that of my Honourable
friend, Pandit Govind Ballabh Pant, to ‘the effect that except with the
sanction of the company no such contract shall be_el_:lt.ered into, f,h_at is
to say, instead of prohibiting all contracts and making them void, the
consent of the general body of shareholders is made a condition prece-
dent to entering into any such contract. . But my -amendment is much
more favourable, or to use the words of my Honourable fr:_lgnd, Sir H.
P.. Mody, much more indulgent to the directors. It restricts tpa kinds
of contracts for which the permission of the general body 1s neces-
sary. 1 have improved upon the amendment of my Hquomjable fnepd,-
Pandit Govind Ballabh Pant, that is, instead of requiring -the sanction
of the general body for all contracts that may be entered into by the
director with the company, I have restricted the need for sanction qnly
to contracts relating to sale, purchase or supply of goods and materials.

An Honourable Member : What are left ?

Mr. M, Ananthagayanam Ayyangar : So many other things are
left. The directors are in a peculiar relation ¢o the company. The
directors with respect to the outside world are: the agents of the
company in all its dealings with outsiders. They represent: the
company for all purposes, they are the custodians of the company's
welfare. Ordinarily, in all dealings with others there may be no incen-
tive to play fraud. Generally the question of dishonesty comes in or
more than ordinary care is necessary when a person uses or when
an agent uses for his own benefit the funds of the principal entrusted
to him, therefore, the legislature has to interveme and put certain
restrictions. The director here is not prevented from entering into
any kind of contract for the supply, sale or purchase of goods and
materials with third persons. It is his primary interest tg safeguard
the interests of the company, but if he wants to make such a contraet
with himself, if he substitutes himself for the third parties, where is
the party or agency which can. ordinarily scrutinise. the benefit or the
disadvantage to the company from such contracts ¥ It is not intended
that it should -be absolutely prohibited. There may be a number of
directors who have specialised long before the new company was
formed, long before their association with the new company, they may
be persons who have been carrying on various kinds of business and
it may be in the interests of the company of which they are directors
to make a contract for sale or purchase with other companies which
they are running for the manufacture of such goods. It may be in the
best interests of the company, but in deciding the price, in deciding
favourable terms. they ought mot to be judges in their owr cause.
Therefore, it is necessary that some kind of restriction ought to be
placed. If you admit that that restriction is necessary, I would say
that my amendment does not impose too mueh of restriction. Tt
imposes the least amount of safeguard, if it is.aeecepted that restriction
is necessary with respect to transactions by the director in whose
hands the entire management is: entrusted. 'THe transactions between
the director on the one hand and the' company on the othier is similar
to the case of a gnardain and a ward. ‘The: THonourable the Lieader
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of the House might immediately jump up and -say that the abalogy is
not on all fours, but I would say that though technically and legally
e position of ‘4" director with ‘respect to his company may not be the
€anié as that of 'a guardidn and’'a Ward, or a beneficiary or cestui  gue

#nst and the trustee, thé' position’ is” analogous to that position. If s
trustee in so far'as he deals with third persons deals with the property
of the cestui que frust he is ordinarily expected to take care of ~the
$rust properly, but whén he wants to take advantage “of ‘or enter into
a contract for sale or purchase of the property of the beneficiafy, him-
self, where is the person to see that he daes. not enter .imto any omerous
‘agreement or that he does not enter into a profitable. arrangement with
respect to himself 1 If the contract is npt scanned by any other person
or thie previous sanction at least is not _insisted upon, what is the
guaraiitee thai he enters on all occasipns into legitimate and benefl-
cial contracts.? I have not made the restriction stringent. -

‘There is-anotlier reason ‘why this -House ought to accept my
amendment, and that is,-that there should be a consistency in what we
have been doing till'mow. In élause 86B ‘(1), it has been enacted and
all of us have 'been parties to the new clhuse, that no company shall
make to a dir¢etor ‘of the’company any loan out of the monies of the
company. Thig is“an absoluté ‘prohibitian "of tHe' grant of loan to.a
director from“the moniés of fhe comhpany. “This relates only to mouies,
funds.’ Not #&¥en the sdfiction of the general body can allow such a
loan, the prohibition is absolute. But this'can be egsily cifeumvented
if the goods or property of the coripany can be sdld away to a director.
If you do so for credit, thiht is another kind of loan, A You wili in-
directly get over this prohibition that is contained in BEB'and enable
the director to take away large funds of the company, not
directly the ' funds of ‘the company, but in another form.
And if he does mot pay, what is the remedy ! He may not be
able to pay and the company may have to file a suit, he may or he may
mot be ‘solvent. Yesterddy we went into the question of remitting or
‘writing off eertain debts' due by a director. Ultimately it is the share-
holder who ‘is the owner of the company, and these directors are all
agents to mamage the affairs of thé¢ company on behalf of the share-
holders. - Is it not legitimate, 'is it not proper that the shareholders
ghould ‘h&ve a voice; should have a right to see these contracts and
scan them before they are actually entered into ¥ The shareholders
may say,.up to a limit of Rs. 10,000 or a limit of Re. 5,000 the directors
may enter into contracts for sale, purchase or supply of goods, or the
shareholders may appoint & standing  committee consisting of other
persons than the directors to investigate into the matter from time to
time. If it is made obligatory for the directors to place those con-
tracts before the general body, before ¢hey are actually entered into,
what objection ;ean there be. My wording is a little general in that it
requires the sanction of the general body with respect to the contract.
It s not with respect to every contract that the sanction need be given
or a meetihg of the general body need be convened. A general body
meeting is convened after 14 days notice. Ordinarily thers are one or
two meetings every year, and there may be a general sanction by the
genteral. body but with a limit, may: be pecuniary’ limit, or limit with
respect. to the elass of  contract thiat may be emtered into. Tt cannot he

denied that even under the existing law it is open to the general ‘body to
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say that the ditettors shall not enter into a contract for sale, .purchage
ot” supply of materials with the coripany. Under the law as it stan
it is open to ‘the general body by special meeting, either by resolwiion
or by its artieles, to prevent directors from entering into contract with
theiselves. That is there. - '

Mr. M. 8. Aney (Berar. Répresentﬁtive) :'.That is not the meanitig
of your amendment. 3

Mr. M. Ananthasayamam Ayyangar : The general law enabling
3 pxz,  the shareholders to -‘impose restrictions on the

~ - directors is there. What my amendment seeks to
do is this. It imposes an obligation on the directorate to place the
matter relating to contracts before ‘the general body. I am only
asking that the directors might take the initiative in btinging it to
the notice of the general body. I am not trying to. emcroach on the
privileges and powers of a directorate. My Honourable friend, Pandit
Pant, has already referred to the opinion of . Mr. Susil Sen in his
réport, that the position of a director with respect to the general body
is of a fiduciary character. Resirictions have to be .imposed and it is
suggested that certain restrictions have to be imposed. He thinks
disclosure is enough. I say it i1s not. A traet has been circulated
this morning which shows how the authority of a direetor to:deal
with the affairs of the company has been abused. Each direetor may
lock askance at the action of another director and the vicious circle
will go on. Here we are trying to legislate for all time and I think
a provision like this is absolutely necessary. It is in the best interests
of the company itself. This will prevent a dishonest directer from enter-
ing into dishonest transactions. An honest director whe has the
best interests of the company at heart has nothing to fear. If the
general body considers that a.particular transaction has been entered
mto in a perfectly bona fide manner, it is not in the least likely to
interfere with the action of the director. , They would not cut their
nose to spite their face as they are also interested in the ecompany.
This is a most innocuous provision. This. provision is only a conse-
quential provision to that which we have already enacted and if we

are to be consistent in our action, we must also pass this amendment.
Sir, I move.

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

¢¢ That in clause 40 of the Bill, after the proposed section 86E; the following new
section be inserted : '

‘ 86EE. Except with the consent of the company in general meeting, a- Direc
of the company, or the firm of which he is a partner or any partner o
such. firm; or the private company of which he'is a Member or Director,
shall not enter into any contracts for the ‘sale, purchase or sapply of
goods and materials with the eompany, provided that pothing herein-
contained shall affect any such contract or arrangement for sueh sale,
purchase or sup;

ply entered ‘into, before the commencement of the Indiam
Companies Amending Aet, 1636 7?7 = the ng

.. There is another amendment on the same subject, No. 4 in List
20;2 tt’}; Sir H. P. Mody. Does the Homourable Member wish to
ove i . '
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8ir H P Mody (Bombay Millownes8® Associstioit: Mdian
Commgree) : Sir, I beg to move :
s ¢<'Phat in clause 4b ot the Bill, after the prqpond mhon ‘BGE the following pew
mtlon be inserted :
* 86EE. Except with the consent of the directors, a director of the c.ompu;,
rtheﬂrmnfwhmhhensapartneroranyputnorotmehﬁrm,orthr
private company of which he is a member or director, shill not enter
inte any contracts for ‘the sale, purchase or supply of goods and matetials
with the company, provided that mothing herein contained aball affect
any such contract or agreement for such sale, purchase or supply entered
- into, ?ggzr? ,t].he commencement of the Indian Companies (Amendment)
Act,

- Bir, my amendment is of such a sweetly reasonable character
(Cncs of ‘““Oh’’) that I-am quoite sure that when my Honour
friends get rid of their little prejudice and apply their mind to its
phraseology and do me the courtesy of giving me a hearing, they

will give the amendment their blessing.

Mr. 8. Bnynmurti : But not our votes.

8Sir H. P. Mody : I shall later on decide whether I shall have your
blessing or not. The votes are the more important matter now. Well,
Sir, the object of my amepdment, is to complete the provisions of the
Act as’it is today and to bring before the Board of Directors for their
sanction every conceivable kind of transaction whieh cdn take place
between. a director and a company. My amendment will complete the
provisions of section 91A and with the additional provision which i
to.be found in the Report of the Select Committee, when we have pro-
vided a register of such transactions, I submit that we shail have pro-
vided shareholders with all ‘the safeguards that they want. My Honourwbld
friend, Mr. Ayyangar, in a temperately worded speech in which he did
not overstate the case, said that we were trying to legislate for all time.
1 do not know whether I am 4o look upon this Bill as the last word in
legislative wisdom, and I would suggest to my Honourable friend that

we might leave to posterity a lxt.t.le of legislative work in their own good
tmle

An Honoursble Membér : Then leave it to postenty and go
home.

8ir H. P. lody If my Honourable friends want tp have this
Biil Be it stands without any of those numerous amendments which
they have been tabling, I for one would not have the least objection.
After all, the Seleect Committee, which I am sure was a competent body
dealt with all matters very carefully and looked into every single
provision; and I think, even though I was a member of it, it ought to
be congratnlated on its handiwork !

Sir, my Honournble friend, the Leader of the Opposltlon the other
day made some observations with regard to the arrogatmn by directors
and mggangmg agents of power and authority in their own hands in
defiance of the rights of shareholders.

 Mr. Bhulabhai J. Desai: I said ‘in derogation '—not ‘in
defiance ’. '

‘Sir H. P. Mody : I put it rather worse.
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. Mr. Bhulabhai J. Desai::: They ea.nnnt ido ¥uch Ao

8ir H, P. Mody : Then why put up “all these’ safegtuu'ds 1 I t’hey
c#nnot do it, they cannot d6 it. I am’ not suggesting that the dlrectors
and managing agents are masters of the companies of which they are
directors, but’ I 'submit to my Honourable friend whether it is not right
and fair and desirable- that the day-to-day administration of the affairs
of companies must be. in the hands of a small defined body with a con-
tinuity of policy rather ¢han in the hands of a large and fluetuating body
of shareholders who are not intimately acquainted with the affairs of the
company. The argument that I would put to my Honourable friend
and others of his way of thinking is that directors and managing agents
transact business worth- lakhs without reference to . the . shareholders,
Speaking now of textile mills, -they ‘buy, lakhs worth of eptton, they sell
Jakhs worth -of: cloth and purchase lakhs worth of stores. All thoss
transactions would give them, if they were unscrupulous men, very con-
siderable opportunities of specula.tmn, and, if they were not efficient men,
very considerable opportunities of messing up the busmes.s. of the com-
pany. If all those opportunities are there, and‘they tt¥ not ¢avilled
against, why do my friends object,to placing in the hangs of the boards of
directors transactlons of this chargeter !

An Honourable, Member : Who suggestﬂ Nct the ahal‘ehbldersi

8ir H. P Mody Now, 1f direetors: do all these purchasas, what
possible gbjection can my. Honourable friends have to vesting the board
of directors with powers with regard to small. day-to-day transactions ?
Section 91A .deals with:the larger transactions of the company,—transae-
tiems which by their'very nature.are placed before the board of direc-
tors—and certain; sa.fegnards are provided under. that seetion when those
ktransactions take . place. : But: there .are a number of other transactioms
of -2 much smaller eharacter which are never placed before the board of
dreetors,, and' 1 seek to bring them also under the purview of section
01A. My submission is that when I:have done that, and every single
#ransaction, large or small, is necessarily pluced before the board of
directors, . the investors have got all the safeguards they can possibly
expect. Sir, my Honourable friends must . nof, forget the peculiar
industrial ~eonditions which prevail in this coutitry. %npltal ‘and énter-
prise have been forthecoming from a very limited class of people. The
number of people who are available for seats on the-boards of various
companies is also limited. (Voices: *° Oh, oh ! ’’) My Honourable friend,
the Leader of the Opposition, smiles, but he knows that better than most
people. Therefore, Sir, what happens is that. with every company rumn
by managing agents and directors there are & number of people associated
in an executive capacity who have transactions of various kinds with the
company. It is an inevitable growth of our industrial development It
is not @s if somebody was trying to take advantage of hig position as a
director. I say it is inevitable becamse most directors are interested in
‘some phase or other of commerce and industry, and therefcré’"necessarﬂy.
are placed in a position of having to transact business with the company.
Why drive these people to subterfages ¥ Assuming for a moment that
they are unscrupulous people, what - prevents them from having
nominees in 'whose names to run the companies, and having transn.ehow
with those nominees ¥ You can almost always do it. Now, assuming for
& moment that it is the unserupulous peopls whom iy friends want to
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prevent from exploiting the companies with which they are associgted,—
and I say it is always possible to get behind the law— (Hear, hear) if
transactions take place through nominal parties, they will not be open
even to the scrutiny of the board of directors ; I speak from experienee—
(Iromscal Cries of ‘‘ Hear, hear "’)—Yes, I have a little experience of
every thing. (Hear, hear.) Again, when you place the matter before
the Board of Directors, I do not see where the conflict of interest and duty
that you talk about comes in.

An Honourable Member : Can you not see it ?{

8ir H. P. Mody : No. 1t is not the director who is entering into
the transaction who is voting upon it ; it is his colleagues.

Mr. 8 Batyamurti : It will go by turns.

8ir H. P. Mody : Why not ¥ That is so here also. The direg-
tors who sanction these contracts are not parties interested in them. The
- worst that can be said is that they are naturally influenced by the fact that
one of their colleagues is a party to the transaction. My reply is that in
view of the fact that directors and managing agents do business of a far
more important character than that envisaged in this amendment, that fear
is not well-grounded. After all, directors owe a duty to shareholders ;
they are largely the nominees of the shareholders, and speaking from
experience of directors, I think they are men on the whole of very con-
siderable capacity and integrity. I cannot speak for other provinces, I
can only speak for my own. (Hear, hear.) Now, Sir, my Honourable
friend, Mr. Ayyangar, was saying—as a matter of fact he nearly convinced
me—that his amendment was absolutely harmless. that it meant nothing.
Well, if it means nothing, I have no objection, but when my Honourable
friend, Mr. Aney, asked him what it precisely meant, he had to confess that
it meant exactly what it was intended to convey, that is, that for 2'l trancae-
tions you have got to go to the general body of shareholders. What
happens 1 Am I to go and tell the meeting of shareholders every year,
*“ well, T intend to enter into this transaction and that transaction during
the year ’’, give them the names of all the parties with whom I intend to
contract, and the particulars of every single article T want to purchase !

Mr. 8. Satyamurti : If you are interested—not otherwise !

8ir H. P. Mody : Otherwise, I do not worry. Am I to tell them
everyhing about those transactions so that all manner of questions are
asked, and transactions are laid open 1 It is also conceivable that certain
bodies of shareholders may be interested in rival concerns, and mzy raise
questions as to why we were not making purchases from so and so instead
of so and so.

Mr 8. Satyamurti : That is an old story.

. 8ir H. P. Mody : Some of these old things nave a great value.
"When my Friend, Mr. Satyamurti, matures, he wil! possibly be much more
valuable. He will then find the House having even a greater respect and
affection fo# him than it now has. (Langhter.)

Sif; what do my friends of the Bombay Shareholders’ Association
say about this ¢ TIn spite of all my fundamental differences with their
‘viewpoint, I will be the first to say that investors throughout the country
‘owe them a very deep debt of gratitude for all the work that thev heve
done. What do those people, in spite of purting up a strong aud vesy

L304LAD [
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often an extreme case, say about this particular matter ¢ All that they
say is that, if it was provided that there was for all these transactions
samction of a certain majority in the board (they mention three-fourths)
-and if there was a register kept, that would be a practical solution of the
matter. Now, if the Bombay Shareholders’ Association themselves,
while in theory they would like the idea of stopping all transactions
between directors and companies, are agreed that, as a practical com-
promise, it should be laid down that there should be a particular majority
on the board of directors for such transactions and that a register
ghould be kept, I say that you have a testimony which, from my point
of view, is for this particular occasion of great value, and I strongly
commend my.amendment to the acceptance of the House. My Honourable
friend, Mr. Satyamurti, is studying up the terms ; he is probably trying
to see how he can trip me up, but I think every single comma, full point
and syllable has been carefully thought out, and when he has applied his
mind to it, he will see that I am really, from the point of view of the
interests I am representing, selling the pass. I am giving away the
whole case of directors and managing agents. I am bringing before the
board of directors every single transaction that can take place between a
ccmpany and its director, and if there is anyone who thinks that that is
not sufficient for the purpose of safeguarding the interests of investors,
then all I can say is that he is extremely hard to please. Sir, I move.

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

‘‘ That in clause 40 of the Bill, after the proposed section 86E, the following new
section be inserted : -

¢ 86EE. Except with the consent of the directors, a director of the company,
or the firm of which he is a partner or any partner of such firm, or the
private company of which he i8 a member or director, shall not enter
into any contracts for the sale, purchase or supply of goods and materials
with the company, provided that nothing herein contained shall affeet
any such contract or agreement for such sale, purchase or supply entered
into, before the commencement of the Indian Companies (Amendment)
Aect, 1936 .7’

Now, there will be discussion on all these four amendments.

Babu Baijnath Bajoria (Marwari Association : Indian Commerce) :
Sir, all the motions before the House are of great importance. All of
them relate to the same subject-matter and they deserve the serious
consideration of this House. We must not allow ourselves to run
away with any bias in this matter. I have given very serious con-
sideration to this maiter as I am anxious to protect the interests of the
shareholders as well as to see that the management does not suffer and
that efficient management is possible. Sir, the motion of my friend,
Mr. Ayyangar, is that when any contract is madé in which a director is
interested, it must be made with the consent of the company at a general
meeting. The motion of my Honourable friend, Sir Homi Mody, js that
when any director is interested in a contract, it must be made with the
consent of the Board of Directors. Sir, I will deal with these two
motions and I do not wish to deal with the other two motions because
they go to the extremes. Both the motions with which I propose to deal
will safeguard the interests of the shareholders so far-as the managing
-agents are concerned: The managing agent will not be able to give amy
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contract to any director according to his own whim and
he will not be able to win over the director to his side. hﬁ:\i ‘\:g htgvu:
to decide whether we would like to approach the directors or the share-
holders in a general meeting. I will first deal with what would happen
if we go to directors. There is some uncertainty that if we go to the
directors, this thing may be liable to abuse. A director who is interested
n the contract and if he is an influential man, he may be able to influence
his colleagues on the Board of Directors and may get a substantial
advantage from his colleagues. But we have provided against this. Let
us see what provision has been made so that the Board of Directors may
not be influenced by the directors. The first thing is this. Under this
Act which we are going to pass, two-thirds of the directors will be
elected by the shareholders in a general meeting. They will be supposed
to be independent men but I doubt whether they will be so in actual
practice. But we will have to go on some supposition. They are
expected to safeguard the interests of the shareholders as their represen-
tatives.  Secondly, it has been provided that interested directors will not
be entitled either to vote on the question in which they are interested or
have their names counted in the quorum of the Board of Directors.
Then, again, there is a third provision. I will refer in this connection to
sub-clause (b) of clause 34 of this Bill. It reads thus :

‘“ A register shall be kept by the company in which shall be entered particulars
of all contracts or arrungements to which sub-section () applies, and which shall be

open to inspection by any member of the company at the registered office of the
company during business hours.’’

This register will be open to the shareholders at all times during the
business hours. If the shareholders have got any apprehension that the
directors have been unduly influenced by a particular director, they can
immediately go to the office and have a look at this register and they can
raise the matter in the next general meeting or may even write to the
managing agent complaining about it. Though there may be some abuse,
yet T think a sufficient safeguard has been made.

Mr. M. Ananthagayanam Ayyangar : They may not know at all.

Babu Baijnath Bajoria : If they do not care to know, nobody
ean help them. Nobody can give them a lift and nobody can look after
their interests if they allow themselves to sleep. Now, take the motion
of my Honourable friend, Mr. Ayyangar. If we have to go to the general
reeting of shareholders for each and every contract, it may not be con-
venient to hold a general meeting of the shareholders at all times. As a
matter of fact, as far as T know, a general meeting is Leld only once or
twice in a year. If for each and every particular contract which is
going to be made by the director or with the director’s firm we have to
go to the general meeting of shareholders, then I can say from my per-
sonal experience that it will practically mean the exclusion of the directors
from getting any contract.

' Mr. 8. Satyamurti : Why not !

ijnath Bajoria : That is your amendment and I have
nlrea?i;busain;u that it'1 is an extreme case and I do not agree with it.
There may be cases where the directors or the directors’ firms mag! be
in a position to supply articles at a competitive rate or they lliay o
a position to buy the goods from the company at & fair mar et&r:;
Bo, it will be very unjust if we deprive them of dealing atdlm‘
" L304LAD i
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company. If we go to the shareholders, that ivill be the result. A con-
tract cannot wait and if we have to go to the shareholders it will take
many months. Is it practicable, T ask the House ¢ '

Mr, M. Ananthasayanam Ayyangar : It takes 14 days.

Babu Baijnath Bajoria : No. You cannot have a general meeting
every 14 days.

[At this stage, Mr. President (The Honourable Sir Abdur Rahim)
resumed the Chair.]

Sir, I do not think it will be feasible on the part of this House to
put such a restriction in the day-to-day administration of the company.
Considering " the two things, I think the lesser evil will be to give the
power in the hands of the Board of Directors and it is because of this
that I agree to support Sir IHHomi Mody’s amendment.

~ Mr. 8ami Vencatachelam Chetty (Madras : Indian Commerce) : Sir,
hearing the arguments of the legal Members of this Assembly, I am
realising the truth of the statement that lawyers can make black. into
white and white into black. On the whole, the fear that is running through
the four amendments that have been tabled seems to be one that threatens
the Government owing to the Bengal terrorists. What the Bengal
terrorists are to the Government, so are the managing agents of Bombay
to some Members of this Assembly. That is why amendments are
moved absolutely regardless of the inconveniences and difficulties which
are bound to arise if those amendments are passed. I quite concede the
fact that the managing agents and the directors and the shareholders
and all those who have anything to do with any limited company
financed by public subscription may abuse some or other of the provi-
sions of the new Act. It is impossible to expect thorough righteousness
and honesty in all dealings which concern human transactions in this
world. But, on that score, I do not think that this Assembly is going
to frame rules to stifle even honest trade and business. But yet, that
will be the effect, if any of these amendments are passed. Sir, the
amendments are well shaded. My Honourable friend, Mr. Satyamurti,
wants to-have nothing to be done by directors. either directly or in-
directly. My Honourable friend, Pandit Govind Ballabh Pant, relaxes
this rigour a little, but I cannot understand what really is meant by
the amendment of my Honourable friend, Mr. Ayyangar. Sir. Mr.
Ayyangar, in very sweet words, told us that he was not going as far as
Pandit Pant has gome, but he would only make the sale, purchase or
supply of goods and materials with the company subject to the sanction
of the company at a general meeting. When he was interrupted and
questioned as to what were the other transactions which he exempted
by mentioning the sale, purchase and supply of goods, he was not able
to mention anything definitely, but he merely said there might be other
transactions which ‘did not come under his comprehensive definition,

8ir Cowasji Jeﬁkngir : I can give one instance : loans'iifi' managing
agents to a company. '
Mr. Sami Vencatachelam Chetty : That is the reverse position. I

dare say if any such transaction eould be thought of by either managing
sgents or the directors. my Honourable friend, Mr. Ayyangar, would be
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the first to say that that transaction aiso would come under the defiui-
tion which he has stated. Apart from that, I would like to meution g
few preceding circumstances which have resulted in the tabling of thesc
amendments. As I read the old Aet, that is the existing Act, I find
provisions from 91-A to 91-D were inserted by section 3 of the Indiun
Companies (Amendment) Aet, 1914, that is to say even the nceessity
of a director’s contract with a company being made known to the share-
hoiders or being made known to the public was inserted omly m 1914
and before then there was no such provision at all. We have been
hitherto told that the managing agents were the villains of the piece,
that they had all the power of directing the transactions of the company
in their own hands, that directors were merely automatons or merely
nominees or creatures of the managing agents. Now to the extent
that you would prohibit the managing agents from dealing in transac
tions which would conflict with the interests of the company, it is con-
ceivable that some provisions might be made, but having concedcd that
the managing agents are all-supreme, that the directors have had no
power, now you say that even the directors who cannot exercise power
according to their own interests are now to be prevented from euterinyg
into any transaction or coniract with the company. I do not know il
the amendments of Honourable Members have taken into account the
existing state of affairs. I do not know if there are many companies
in which the directors have not had some sort of contract or rclation-
ship either as sellers or suppliers or distributors of goods manufactured
by certain companies. I know of a very big firm in the Madras Fresi-
dency on the board of which there is a very influential director holding
very large share capital. It is not an Indian concern, it is an indigen-
ous concern, but the managing agents are Kuropeans. But the director
I am mentioning is an Indian. He was hitherto holding the position
of an-indenture meaning that he might be one of those who would be
authorised to sell goods manufactured by that company. Latterly that
¢ompany has removed that gentleman from being an indenture, still he
is a director. He was not able to persuade either the managing awents
or the directorate to continue his indentureship. That is the postion
in whieh directors are with regard to well managed and efficient cow-
panies. A direetor is not a whole-time man in the sense in which that
position is being held in this country. He might be director of u num-
ber of companies and he might be also having large bmsiness of his
own. The fact that he is a very large businessman, that he is a very
influential man is considered to be a qualification to be taken i ag &
dircetor of more than one company and thus advance the intere:ts of
the companies concerned. It would be very hard to those very useful
directors if vou should deprive them of dealing and transacting in com-
modities in which the companies are interested. My Honourable friend,
. Mr. Ayyangar, 'said that whenever a contract is necessary with the
director, let a meeting be called for and let that matter be mentioned
gt that meeting so that the shareholders might know that a contruet has
been cntered into. In all the provisions of this Act, a eompauy was
gayed from the necessity of divmlging all its trade seerets. If, in the
qb’pathtiom of .profits and loss accounts, it is not necessary that yom
duld mention the rate.at which you have produced an acticle and.the
ale, fj@ﬂ:ﬁjipﬂ Tave made profit, 1 think it :is sl the mare danees
s ‘that’ the -‘rate "of every contract shoulé'hﬁpd!mam.-ﬁh&m
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holders as a meeting which might become the public property of all the
people concerned. My Honourable friends are of opinion that these
directors would use their position as directors in order to beneiil, ruem-
selves ; as againsi that there will be the counter-interest of_ the other
directors. The other directors and the managing agents will see that
there is no undue encroachment of these directors on the profits of the
company by using the position of directorship to his advantage. 1 may
point out in this connection the significant change that was made in
the Select Committee in section 86-E. When it was placed before the
Selcet Committee, there was no mention of a legal or a technical adviser,
but in the Select Committee, a legal or a technical adviser was intro-
duced. The clause reads :

‘¢ No director shall without the consent of the company in general meeting hold

any office of profit under the company except that of a managing direetor or manager
or a legal or technical adviser or a banker.’’

Therefore, it would permit my lawyer friends to be a director and
also to be a legal adviser for thal ecompany. In thal case, my “lcgal
friends do not see that there is any conflict of interest so far as the
provision of a legal adviser is concerned. It seems to me that the pass-
ing of these amendments seems to be incumbent vpon the support of
Government and it is very difficult (o find oul the mind of Government
because it seems {o be changing from time {o time in spite of their
sympathy or disaffection against the managing agents or directors.
But should it be considered that Government should lay down certain
restrictive measures in connection wilth the coniracts that may be
entered into by directors of the eompuny, it seems to me that the least
evil is that of Sir I[Tomi Mody.

Mr. T. 8. Avinashilingam OChettiar (Salem and Coimbatore cum
North Arcot : Non-Muhammadan Rural) : Sir, as the matter is of some
importance, I have a lew observations 1o make. As far as tie {first
amendment is concerned, the one moved by Mr. Satyamurti, it prohibits
contracts -of all directors. I fully endorse whatever has been said by
my Honourable friend, Mr. Chetty. About the textile mills of Coimbatore
I claim to have some knowledge, and I may say that a great many
of the directors in each mill are people who eontribute towards the
profits of the mill by being agents for yarn in those eompanies. But
for that it would be rather difficult to find sueh good agents and ¥
would not be a party to any provision of law which prohibils con:
tracts to directors. Secondly, comes the amendment moved by mr

Honourable friend. Pandit Govind Ballabh I’ant. Ilere I have some
difficulties. It reads : .

‘¢ No director shall except with the sanction of the company in general meeting,
;;: t:i’r’octly or indirectly concerned or interested in any comtract or arrangethent entered
lnto,’’ ete. : o B

Sir, I want to deposit Rs. 10,000 in a mill of which I am a director
and I understand that depositing in a mill ic a contract or an arrange-
ment. If I understand it correetly, this amendment _would - prohibit
loans or deposits to companies. Let me say here that the reasons why
S e apesed o puriceeompaties v ao "l

gt ohly, bul For ‘the eial support that they may give to the
cbihpany in’'case of fneeeamf?n 5 TPROTE I'l"y"””*y' ,glvg“_;;? e
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Pandit Govind Ballabh Pant : Sir, may I ask whether under sectiomn
91A it is necessary to disclose such deposits and whether they are
actually disclosed ?

My, T. 8. Avinashilingam Chettiar : I may not be party to add one
mistake to another and I will leave the interpretation of section 91A
to lawyers. But this as far as I can see does include deposits and I
have the opinion of a very valued and eminent lawyer friend of mine
to say that deposits do involve contracts. And if directors are for-
bidden to deposit money in the mills and banks of which they are
directors, then if these mills or banks or companies will have to work
without the support of their own directors themselves. How can they
get deposits or financial aids from other people ¥ The main reason
why rich and well-to-do people are chosen as directors is that they will
get financial aid from them, and for this reason 1 find it is rather too
wide of the mark.

Thirdly, I come to my Homoursble friend, Mr. Ananthasayanam
Ayyangar’s amendment. But before coming {o that I should like to
say a word about the amendment tabled hy Sir Homi Mody. He wants
only the sanction of the Directors :

‘¢ Except with the consent of the directors, a director of the company, or the firm
of which he is a partner or any partner of such firm, or the private company of which
h:c. is a member or director, shall not enter into any contracts for the sale, purchase,’’
. :

He does two things ; one, he substitules the consent of the directors
for the consent of the shareholders and secondly, he specifies the nature
of the contracts for which the counsent of the direciors is nccessary. I
should think that considering that there is some scope for abuse, thut
is, that the policy of the directors is, ‘‘ You scrateh my back and I
scratch yours ’’, it would be rather necessary, it is rather good if the
consent. of the shareholders is obtained. But I would diiTer from Mr.
Ananthasayanam Ayyangar in this matter that if every contract that
is to be entered into has to obtain the sanction of the sharcholders, it
would be rather hard and difficult. I would rather sav that it should
be subject to the ratification of the company in general meeting at the
end of the year when they have a mecting of the sharcholders, so that
things may be shown to them and put plainly bhefore them. and next
year the contract will depend upon their resolufion, Then in resard to
this T have another difficulty which the legal brains mayv solve for me.
Mr. Ananthasayanam Ayyanzar’s amendment reads thus :

‘¢ Except with the consent of the company in general meeting, a Dirceior of the

company, or the firm of which he is a partner or any partner of such firm, or the
private company of which he is a Member or Director, shall not enter into uny

eontracts,’’ ete.

« BSupposing A is a member of a company and A is sunplying cotton
to the company. Does the amendment mean that for everv contract of
cotton that A gets you have to get the sanction of the shareholders or
a general 'fesolution that A has been employed as broker of the com-
pany from whom we can get cotton, will do. If it means that he can

4+ Bir-Cowasji Jehangir : That is an office of profit ; he cannot be a
director. -
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. Mr. T. 8 Avinashilingam Chetiiar : L/ it meens that he can be
appointed generally as a supplier of cotton or as agent for yarn, it is
one matter. Or if it means that for every contract we want a separate
permission : 4.e., I sell a thousand candies of cotton now and a thousand
eandies a second time. Have I to get the permission of the shareholders
separately for every single contract ¥ If that is the nature of the
amendment, while accepting the principle of the amendment that the
consent of the shareholders may be taken before contracts are given
to directors, I would not like to be a party to an amendment which will
fake every specific contract go to the shureholders, or even for the maticr
of that to the directors. And I should like the House to consider 1t
‘eriously. Even if it takes some time it does not matter for this amend-
ment will vitally affect the industrial life of this country.

Prof. N. G. Ranga (Guntur cum Nellore : Non-Muhammadan Rural) :
Sir, T have heard the saying that a leopard can never change its spots :
but I am inclined to feel, after having heard the two speeches of my
Honourable friends, the Chettiars from the South, that even a leopard
can change its spots, but not a capitalist of this country or this age, with
certain honourable exceptions. It looks as if these capitalists may go
into any party : they go there only to get something out of it, never
to give anything to it. (Laughter.) Sir, a very delicious statement has
fallen from the lips of my Honourable friend, Mr. Sami Vencatachelam
Chetty, that in business there is alwayvs a certain amount of dishonesty.
I am glad he has admitted it ; and I am glad he has made the confession
of a capitalist. This capitalism cannot thrive except on the edifice of
dishonesty, and T am also glad that my Honourable friend, Sir Homi
Mody, has also said that he has had experience of all kinds, including
of conrse what all people possibly get out of a company by all sorts of
arrangements which we seek today to prohibit. He is good enough to
proffer his assistance to me, so that T ean also go and take some part of
the spoils that he has been making. As I have already said, once before,
I do not wish to walk into his parlour because I know that no honest
man wishes to become a party to such arrangements. Even according
to the Government’s own arrangements, it is an established fact that mno
officer can get himself interested in any contract or any business arrange-
ment over which he has got any say. If any particular P. W. D. engineer
directly or indirectly is suspected and is found out to have had anything
to do with the contracts that he has got to execute, and to have got soms

money out of it, then he is liable to be dismissed, and very often he is dis-
missed. .....

Mr. Sri Prakasa : He is transferred and promoted !

Prof. N. G. Ranga : If he is transferred and promoted, then Govern-
ment cannot say that it is the right thing to do : but Government has te
admit that it is a wrong thing and tries to hush it up. But it is really
wrong for these businessmen to come forward and say that what Governs
ment is not prepared to-do, they really are anxious te do': what Govern:

ment itself admits to be a wrong, these men come forward here and
justify...... 2"

. ~Mr. B, Das (Orissa Division : Non-Muhammadad) :.Dirdttors are
not whole-time servants. :

Rkt
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Prof. N. G. Ranga : That is a most obnoxious statement and it is a
most obnoxious practice. I am reminded by my Honourable friend,
Mr. B. Das, that directors after all are not whole-time servants. That
may be so. Members of iocal boards are not whole-time servants ; and
yet no member of a local board or a municipal couneil is permitted to
have anything to do with any particular project, either directly or
indirectly, of a municipal council or local board, out of which some money
can be got, some remuneration can be made. If it can be established,—and
it is sought to be established on many occasions in a Court of law,—that
any particular member of a municipal couneil or a local board has any
such nefarious dealings with that particular local council, he is liable
to be unseated and to be prosecuted therefor and to be punished also.
Are we to be told that the directors of these companies are such demi-
gods and gods—and on their own admission most of them are dishonest
(Langhter)—that they should be left scot free, that all of us here should
simply keep mum merely because they are not able to settle their own
terms between the lawyers on the one side and 1he ecapitalists on the
other ? (Liaughter.) 8ir, T refuse to be a party to this kind of a game
they wish to perpetrate even in this House. I am glad that most of us
are not businessmen—I am glad that most of us are not directors, and
I am also glad that most of us are not capitalists ; and we are here
not only to represent the shareholders but also the general public of the
collmtry as a whole and we are here to see that the capitalists behave them-
gelves. .. ...

An Honourable Member : The sharel;o]der is a caﬁitalist- !

Prof. N. G. Ranga : If it is a matter of keeping the peace between
eapitalist and capitalist, we know our way, the way of the Congress, the
way of all genuine nationalists, the way of every patriotic Indian is to
support the smaller eapitalist as against the higger ecapitalist, the dis-
abled capitalist as against the intelligent capitalist, and the capitalist
who cannot look after himself as against people like my friends, Sir Homi
Mody, and Mr. Vencatachelam Chetty and Mr. Avinashilingam Chettiar.
(Laughter.) Sir, we were told all secrecy will be gone once vou allow
this. How can it be * My Honourable friend, Mr. Pant, is a lawyer but
he is also a public worker and he has tried in vain to draw the attention of
my Honourable friend, Mr. Avinashilingam Chettiar, to section 91A. Tt
makes it clear that a—

‘¢ register shall be kept by the company in which shall be entered particulars of
all contracts or arrangements to which sub-section (1) applies, and which shall be
open to inspection by any member of the company at the registered office_of the com-
pany during business hours.’’

If such a register is liable to be kept and is going to be kept, I do not
see any reason why there should be any fear of any violation of the
- wecessary. secrecy in which alone these dishonest men can ecarry on their
business, when the contracts in which the directors are interested are
to be placed before the general body of the company. What is it this
amendment of Mr. Ananthasavanam Avyangar asks us to agree to !

An Honourable Member : He is not a eapitalist !

Prof. N. G. Ranga : T,Tn_fbrt_ungt’ely_ he is not one and he. is“ over-
weighed with a big family. ~(Laughter.) Tt only wants these directors
%6 approach the general body of shareholders only ‘when any director or
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all of them are interested either directly or indirectly or through their
partners or friends in the sale, purchase or supply of goods and materials
to the company. But in justification of their position, my Honourable
friend, Mr. Avinashilingam Chettiar, said : ‘‘ Oh, many relatives of these
dlrectors and many of the directors themselves are today carrying on this

kind of negotlatxonq and transactions and thus are helping many of these
cormpames

......

Mr. T. 8. Avinashilingam Chettiar : I said nothing of the sort.

Prof. N. G. Ranga : I speak subject to correction ; but anyhow I
know the business conditions prevailing in Coimbatore from which place
my Honourable friend hails, and I know also, just as he knows, all the
havoe that many of these managing agents and many of these directors
of Coimbatore businesses have been playing and the deceit they have
been perpetrating upon many of their own shareholders. I can give
points even to my Honourable friend, Mr. Avinashilingam Chettiar,
although he is a capitalist, because I have studied the problem on the
spot—I have been there twice in order to study the organisation of
the cotton mill industry in that place ; and I can state here with full
confidence that it would be still possible for all those mills in Coimbatore,
in Madras and in other places to carry on their business quite honestly
if they wish to, quite competently if they want to, and quite profitably
as they do at present, without resorting to this malpractice of allowing
any of their directors to take contracts, to get into all sorts of nefarious
agreements with their own board of directors. We are told here are
the directors of the board who are themselves the represcntatives of
the shareholders and they are quite competent to look after them and
s0 on. Even my Honourable friend, Mr. Bajoria, the capitalist, him-
self has admitted that many of these directors are liable io be influenced
by the position and the personality of their colleagues. Under these
circumstances, there does not seem to be any justification whatsoever
to allow a practice like this. We do not want these people shall not give
any contracts to anybody, but we do not want them to divide up the
resources, the profits, the contracts, the dealings of the company as
a whole among themselves. Here are the purohits, these purohits are
even worse than the Roman Catholie priests. They want ‘o he a law
unto themselves. We shall not allow this. I sincerely hope that every
elected Member of this House, includine my Honourable friend,
Mr. Kabeer-ud-Din, will support Mr. Ayyangar’s amendment.

8ir Ghulam Hussain Hidayatallah (Sind Jagirdars and Zamindars :
4ru Landholders) : Sir, all the three amendments accent

o the principle that the directors, though interested in
contracts, can enter into those contracts. This brings me to' another
point, whether those contracts should be entered into with the approval of
the shareholders, or of the directors, or in some other way. First, I
will deal with the amendment of my 'Honourable friend, Pafidit Govind
Ballabh Pant, who proposes that all the contracts should be entered
into with the approval of the shareholders. I will characterise that
amendment. as impracticable and .objectionable. I call it impracticable
because for day-to-day administration, to go to a-large body of share-
holders ‘s ndlculous Besldes to call a meeting of the. shareholderﬂ
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for every contract is waste of time and energy. - Further, this amend-
ment of my Honourable friend presumes that every director is a dis-
honcst man. Now, the law as regards those contracts is laid down in
section 91A. Originally, whenever directors entered into such contracts
they had only to disclose at a meeting of the board that they had
entered into such contracts. The present Bill, in order to protect the
interests of the shareholders, has tightened the law in this respect. The
amendment of my ITonourable friend, Sir Homi Mody. says that such
a contract can only be entered into with the approval of the directors.
Whe are these directors ¥ Under the Bill the managing agents can
nominate not more than one-third of the directors, and the shareholders
can elect a minimum of one-third, and in some cases, two-thirds. So,
the consent to the confract that will be entered into by the directors
will be of the directors who are the representatives of the sharcholders
mostly and of the managing agents. Again, another provision has
been made in the Bill under clause 44. The Bill requires that a register
should be kept in which all the contracts that are entered into by the
directors should be entered in it, and that register will be open for
inspection by every shareholder. If the director dishonestly acted.
these shareholders have a chance to serutinise that register and they
can take them to task at the general meeting. The Bill further provides
specially for the removal of the directors. If the shareholders find in
the register that any mala fide transaction has been entered into by the
director they have the remedy to remove him. With these words, I
support the amendment of Honourable Sir Homi Mody.

The Honourable 8ir Nripendra 8ircar : Sir, after so many speakers
have spoken, I do not want Lo speak at length, The first question wiich
the House has got to consider 1s this. Why is it that in India we are
requiring provisions which have not been embodied in England in the
English Act ? T believe the answer is that the shareholders herc are
not so vigilant, I do not know that shareholders in any country ave......

8ir Abdul Halim Ghuznavi (Dacca cum Mymensingh : Muhammadan
Rural) : They are in England.

An Honourable Member : They have no trust in their own people,

The Honourable 8ir Nripendra 8ircar : I do not know as much of
England, as my Honourable friends. T believe the argument is that
the shareholders here are disunited, they are not vigilant and therefore
they have got to be protected. Let us see how legislation on this matter
stands. In 1913 when the Companies Aet was consolidated, there was
no provision for disclosure by directors. If I remember aright, the
Select Committee said that something ought to be done on those lines,
but inasmuch as the matter had not heen cireculated for public opinion
they would keep it for future legislation. As a result of that, iu 1914
géetions 91A and 91B were introduced, which eompel directors to make
eertain disclosures. I have mo desire to read those sections. That was
the state pf affairs in 1914. Since 1914 this law has prevailed and we
are now in 1936. Although so many speaker, have spoken, I have not
yet, except for a vague reference to some book which has not been
placed before us—and I can assure my Honourable friend that 1 did
mot get a copy—eome dcross any cases of abuse by reason of the
directors having eharged prices higher than the market rates or having
taken dndue advantage of their position. I submit with confidence that
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no strong case, if any case at all, has been made. Sir, on a previous
occasion I have stated my reasons eoncisely as to why the amendment
moved by my Honourable friend, Mr. Satyamurti, and that moved by
my Honourable friend, Pandit Govind Ballabh Pant, are unacceptable.
We are left with two or two and a half, amendments because we have
one from Sir Homi Mody, another from my Honourable friend, Mr.
Ananthasayanam Ayyangar, and another which I will call half from
Mr. Avinashilingam Chettiar, beccusc there is no regular amendment
as regards ratification. As regards the first two, putting it shortly,
the question is whether these contracts should receive the approval or
consent of the general body of shareholders or of the directors. The
businessmen who have spoken are,—of course, they are capitalists—
Mr. Sami Vencatachelam Chetty, Mr. Bajoria, and I do not know whether
my Honourable friend, Mr. Avinashilingam Chettiar, is—

An Honourable Member : He is one.

The Honourable 8ir Nripendra 8ircar : I thought so. So far as they
are concerned, they all agree that it would be inconvenient to go to the
shareholders for sanction of these contracts. I do not agree that it
means that every contract has got to be put before them because the
shareholders can have a general resolution. But if you take a concrete
view of things, supposing this is a meeting of shareholders, what is
the resolution ? ‘‘ We allow our dircctor Mr. A. to transact business
up to the extent of Rs. 10,000 in cotton seeds, or this, that and so on.”
What is the value of that resolution ¢ What the quantities are not
mentioned, the rates have not been fixed,—and it is impossible to fix
rates because the market rates will he changing from day to day, from
week to week. or from month 1y month,—I submit, is any good doue
by having all this trouble of calling the shareholders, knowing that they:
cannot possibly at that time exercise their minds as regards the goods

which have got to be bought, where they have got to be bought, and
at what rates ?

Sir, if my Honourable friend, Mr. Ranga, is to be believed, I mean
if his argument is to be beiieved, for he is always to be believed, then
all capitalists are dishonest people. If that is so, then why troubie the
shareholders by asking them to attend meetings. They will be done in
some way or other and why trouble them especially as this House has
not allowed them any travelling allowance. At the present moment the
position is that we have gone in advance of the English law in two
matters, first of all in the matter of the register which has got to be
kept of the directors’ contracts which is open to inspection. That has
its history. Very strong representations were made by some people
including particularly the Bombay Shareholders’ Association that it is
necessary that such a register should be kept. We have eonceded that;
although there is no such provision in England. I do not say ihat the
opinion of the Bombay Sharehclders’ Association is sacresanct an@
that you should not go behind it bul the fact remains that they have:
been most strenuous in their attempts to put fetters on directors and they
say that they would be satisfied if the contracts come up before a’ certaiw
majority of directors and a register is kept. . We have provided fer the
register and if Sir Homi Mody’s amendment is aceeptdd..it will - nrovidé
for the other thing whick they want. In these eirewmstanees, I mule
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my position clear that I shall not object to Sir Homi Mody’s amend-
went, but I objeet to the other amendmants.

:  Mr. Mathuradas Vissanji (Indian Merchants’ Chamber and Bureau :
Indian Commerce) : Sir, I would like to make a few remarks on the
four amendments which are before us. Honourable Mr. Salyawurti's
is of a very sweeping character. There has been a little modification
by my Honourable friend, Pandit Pant, but it does not carry us to the
‘extent that we want for the actual working of the companies. Mr.
Ayyangar’s amendment is also of the same naturc. It only specifies the
‘extent to which the company can prohibit the directors in the malter of
business, 1f it so desires in general meeting. If we hive 1o pass these
amendments, the first effect of it will be that the directors at present
who are concerned directly or indirectly with the business of any con-
wract of the firm will have either to resign in tofo or they will have
Bring about the termination of the contract or arrangements auyhow.
That will be the first deadlock created. The Bill itsell provides that
the existing contracts are not to be disturbed and although in the
Select Committee there was a great deal of difference of opinion on the
sabject, a compromise was brought about. I can give the House prae-
tical instances of the difficulties that will have to be faced if we pass
these amendments. Suppose a mill has got on its directorate sume of
the directors who have also got comcerns with whom the mill hus got
to do business directly or indirectly. Then is it suggested that every
time they have got to enter into a contract, they must call a general
meeting of shareholders ¥ It is practically impossible. The director is
eoncerned with some factories for ginning and pressing cotton, which
have got Lo be engaged during the season. That time only comes up
about the end of the monsoon, in October or November. The mauaginﬁ
agent really does not know whether he is going to make a contract wit
the directors’ eompany or not, because he has got to sce what the best
terms available are and if he finds that he can make a cheaper arrauge-
ment with the director’s company, is he to go and convene a general
meeting to give sanction to that arrangement ! It is absolutely impos-
sible. Similar instances can also be cited. When there is another com-
pany where the supply of the material to the mill is econcerned and n
eontract has got to be arranged, having regard to the market conditions
prevailing which the managing agents do find are really in the interests
of the eompany, are they to be asked to go to the shareholders to get
the sahction ¥ I say it is practically impossible. Many limitations have:
been already placed by the new provisions. I think that if the amend-
ment of Sir Homi Mody were to be carried, that will be serving the best
interests of all concerned. With these words, I support the amendmeni
of Sir Homi Mody.

. Beth Govind Das (Central Provinces Hindi Divisions : Non-Muham-
madan) : T. had no desire to take part in this debate but for the three
speeches which have been made here, two of them by my Honourable
friends, Mr. Chettiar and Prof. Ranga, members of my own DParly.
Prof. Ranga said that the whole class of capitalists was dishonest. Now,
Sir, I belong to that class and fortunately or unfortunately I find my-
self in e%nplete agreenient with the amendment which has been moved
by my Honourable friend, Mr. Satyamurii. Unfortunately opposition
to my own class has been my lot from the time I finished my education.

At that time T belonged to the landlord class and unfortunately I differed
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with them on what they thought were their class interests althqugh th.e'y
always gave me their confidence. I belong to this class of industrial
capitalists and unfortunately I differ with them as .well. The whole
question should be looked at firstly from the moral point of view and in
my opinion the directors have two capacities in any concern. First
of all they are shoreholders because they can be elected directors only
after becoming shareholders of any concern. But secondly, as directors
they are trustees for their shareholders. Now, I cannot understand how,
when directors enter into contracts with their company, they can dis-
charge their duties as trustees. As soon as self-interest crops up in ninety-
nine cases out of hundred they forget their duties towards their share-
holders and self-interest gains the upper hand. Sir, I myself tabled the
amendment that my friend, Mr. Satyamurti, has tabled and I say that
these contracts of directors with their concerns should be entirely prohi-
bited. The difficulties in the way of getting those contracts sanctioned
by mecetings of shareholders have been placed before this House and I
mostly agree with them. 1f you allow these contracts, and if you pro-
vide that they should be rectified by shareholders, there will be numer-
ous difficulties and therefore, Sir, in my opinion the first amendment
which has been moved by Mr. Satyamurti should be supported even
from the capitalists who are honest and who think that direetors besides
being shareholders are also the trustees of shareholders. Now, Sir, from
the business point of view it has been pointed out here that the business
of companies wiil suifer if these contracts are not allowed. I do not
agree with this point of view, because even if the contracts are not
made with directors, which are generally made with concessions, the
business of a company cannot suffer. Generally we find that contracts
are given to directors in preference to other better offers and with the
object of giving additional profits to the directors and in this manner
the ordinary shareholders are put to a loss. Thus if we look at the
matter from the point of view of shareholders, in my opinion their
interests will not only not suffer, but will be better served, if all these
contracts are strictly prohibited to the directors. Sir, I think now
Professor Ranga who is obsessed with the theory of supposed class
struggle will not have the same complaint which he had when he spoke
and when he said that all capitalists were dishonest. I am sorry my
friend, Mr. Vencatachelam Chetty and my friend, Mr. Avinashilingam
Chettiar, though they belong to the progressive and better class of
capitalists, thought it fit to oppose these amendments. Sir, T support the
first amendment moved by my friend, Mr. Satyamurti.

Several Honourable Members : I move that the quesiion be now
put.

Mr. President (The Honourable Sir Abdur Rahim) : T will put the
amendment standing in the name of Mr. Satyamurti first.:! The guestion
is :

\daes That in clause 40 of the Bill, after the proposed section 86E, the following be

¢ 86EE. No Director shall be directly or indirectly concerned or interested im

any contract or arrangement entered intn hy or on behalf of the company
of which he is a Director .’

The motion was negatived.
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Mr. President (Tpe Honourable Sir Abdur Rahim) : I will now put
the amendment standing in the name of Pandit Govind Ballabh Pant.
The question is :

‘¢ That in clause 40 of the Bill, after the proposed section 86E, the following new
section be inserted :

¢ 86EE. No director shall except with the sanction of the company in general
meeting, be directly or indirectly concerned or interested in any contract
or arrangement entered into by or on behalf of the company of which
he is a director, provided that nothing herein contained shall affect any
contracts or arrangements entered into before the commencement of the
Indian Companies (Amendment) Aect, 1936 ’.7’

The motion was negatived.

Mr. President (The Honourable Sir Abdur Rahim) : Next comes
Mr. Ananthasayanam Ayyangar’s amendment. The question is :

‘¢ That in clause 40 of the Bill, after the proposed section 86E, the following new
section be inserted :

¢ 86EE. Except with the consent of the compamy in general meeting, a Director
of the company, or the firm of which he is a partner or any partner of
such firm, or the private company of which he is a Member or Director,
shall not enter into any contracts for the sale, purchase or supply of
goods and materials with the company, provided that nothing herein
contained shall affect any such contract or arrangement for such sale,
purchase or supply entered into, before the commencement of the Indian
Companies Amending Aet, 1936 ’.”’

The motion was negatived.
Mr. President (The Ilonourable Sir Abdur Rahim) : Then I come to
Sir H, P. Mody’s amendment. The question is :

‘¢ That in clause 40 of the Bill, after the proposed section 86E, the following new
section be inserted :

‘ 86EE. Except with the consent of the directors, a director of the company,
or the firm of which he is a partner or any partner of such firm, or the
private company of which he is a member or director, shall not enter
into any contracts for the sale, purchase or supply of goods and materials
with the company, provided that nothing herein contained shall affect
any such contract or agreement for such sale, purchase or supply entered
into, before the commencement of the Indian Companies (Amendment)
Act, 1936 .’

The motion was adopted.
Pandit Govind Ballabh Pant : Sir, with your permission, in place
of amendment No. 19, I might move :

¢ That in clause 40 of the Bill, after clause (g) of sub-section (1) of section 86@,
the following be inserted :

‘or (k) acts in contravention of section 86EE ’.”’

That would be a consequential amendment.

. Mr. President (The Honourable Sir Abdur Rahim) : The question
i8 :

‘¢ That in clause 40 of the Bill, after clause (g) of sub-seetion (1) of section 86@,
the following be inserted :

for (B) aets in contravention of section B6EE '.”
The motion was adopted.
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Mr. T. 8. Avinashilingam Chettiar : Sir, I move ;:

‘‘ That in clausc 40 of the Bill, after clause (g) of sub-seetion (1) of the pm‘
posed section 86G, the following be added :

¢ (Jj) or if convicted of any offence in relation to companies ’.’’

Sir, 86G deals with the vacation of an office of director. It
specifies the various occasions or circumstances under which directors
will be automatically removed from the board of directors, and to
that I seek to add another ecircumstance which will disqualify a
director from being a member of the board of directors and that is
that if he is convicted of any offence in relation to companies.

An Honourable Member : Why not also in the case of other
offences ¥ The balance sheet may be wrong ?

Mr. T. 8. Avinashilingam Ohettiar : I had previously given notice
of an amendment in this form :

‘“ If comnvicted of an offence involving moral turpitude.’’

Mr. Sen’s report in Chapter III, page 15, deals with the vacatmg
of the office of a director of a company and there he writes :

¢¢ T would recommend that it should therein be provided that the office of a director
shall ipso facto be vacated on the happening of the following events :

- * * - - - - *
(9) If he is convicted for fraudulent trading.’’

There is no provision in the Bill itself which provides that om
conviction the director will be asked to vacate his office. I should
think it is necessary in the interests of the commercial life and the
confidence that the public should repose in a company that a director
who is convicted of an offence in a Court of law should be disqualified
to hold his position as such. Sir, I move.

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

‘‘ That in clause 40 of the Bill, after clause (g) of sub-section (1) of the pro-
posed section 863G, the following be added :

* (§) or if convicted of any offence in relation to companies ’.”’

The Honourable 8ir Nripendra 8ircar : Sir, I oppose this amend-
ment. What is an offence relatlng to companies ¥ First of all, I
believe that if there is an offence in relation to one company, it is not
enough ; it must be an oﬁence in relation to companies. Leaving that
alone, what is an offence in relation to a company ? Mr. ‘Sen’s recom-
mendation was with reference to a very definite matter, namely, fraudulent
trading. The words of the amendment are very vague. I do not know
if T assault the Darwan of a company, that is an offence relating to a com-
pany. Of course, that is not what my Honourable friend means, but the
words are so vague that I must oppose this amendment.

Mr, K. Ahmed (Rajshahi Division : Muhammadan Rural) : Sir,
I rise to oppose this amendment on the ground that the Mover says
that a director should vacate his office only when he has committed an
offence in relation to his -company and not if he has committed an*
other offence. A scoundrel of the first water who is convicted .for 10
years’ rigorous imprisonment and who has committed certain heinous
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offences will be qualified to become a director of a company. A man
who has enticed away another man’s wife and a man who has mis-
app}'oprlgted thousands and thousands of rupees from different com-
panies will be eligible for the directorship. Even a disqualification
Wwhich is applicable in the elections to this Honourable House will mot
be applied in the case of a director. This House is as respectable—if
not more—as the office of the directorate of a big company. We have
in this House a multi-millionaire. Sir, my Honourable friend, who is the
youngest Member of this House, has brought an amendment which
has no legs to stand upon and I ask him therefore to withdraw it
at once.

Mr. Akhil Chandra Datta (Chittagong and Rajshahi Divisions :
Non-Muhammadan Rural) : Sir, I rise to oppose this amendment, and
1 will not take more than half a minute. Supposing a director is con-
vieted for not filing a statement, would that be a reason for asking
him to vacate his office ?

Mr. T. 8. Avinashilingam Chettiar : Sir, it will shorten the dis-
cussion if T am allowed to say that I do not press my amendment.

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

Dr. N. B. Khare (Nagpur Division : Non-Muhammadan) : Sir, I
do not propose to move my amendment to oblige my friend, Sir Homi
Mody.

. M President (The Honourable Sir Abdur Rahim) : The question
18 ¢
‘¢ That clause 40, as amended, stand part of the Bill."’

The motion was adopted.
Clause 40, as amended, was added to the Bill.

Maulana Shaukat Ali (Cities of the United Provinces : Muham-
madan Urban) : Sir, I beg to move :

‘¢ That after clause 40 of the Bill, the following be inserted :

¢ 40A. There shall be no managing agents in any key industry company, and
every such company shall be managed by a Board of Directors elected by
the shareholders. In every key industry company there shall be at any
time not less than three-fourths of the total number of Direetors
Indians’.’’

My objeet in moving this amendment is this......

The Honourable 8ir Nripendra Bircar : T rise to a point of order.
You will remember, Sir, that you ruled out of order two amendments.
I would draw your attention to amendment No. 7 which was intended
to be moved by Professor Ranga which eontained the definition of a
key industry and also to amendment No. 9, both of which you ruled
out of order. The result is that in the definition clause we have
nothing to show what is a key industry. It seems rather useless to
go on discussing when we do not know what a key industry is.

Maulana Shaukat Ali : It is no use passing a Bill and then go on
changilllig it. It is by far better to have a fairly comprehensive law
from the very beginning, I feel strongly that in the matter of a key
industry we should be in g fairly safe position.

L304LAD ,
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Mr. President (The Honourable Sir Abdur Rahim) : What are the
key industriés 1 They are not defined in the Bill. '

- Maulana Shaukat Ali: Key industries refer' to. things that are
essential for the country, such as, arms and ammunition ; also minerals.
that are produced in the country and which should be put in the
finished form instead of getting them from outside.

Mr. President (The Honourable Sir Abdur Rahim) : But in a
Statute like this they must be defined. ' ' : '

. Mr. M. 8 Aney: Is it not possible later on for the Governor
General in Council, under the rule-making clause, to mention the industries
which can be classed as key industries ¢ That amendment can be brought
to that clause later on and it should not be ruled out at this stage.

.
The Honourable 8ir Nripendra 8ircar : There is no rule-making
clause in the Bill. -

" Mr. President (The Honourable Sir Abdur Rahim) : If an amend-
ment is sought to be moved on the lines suggested by Mr. Aney; then
I will consider whether it is in order or not, but at present this amend-
ment is not in order, and, therefore, I rule it out of order.

‘Pandit Govind Ballabh Pant: The term ‘‘key industry’ is a
well-known térm in economic science. Anybody can refer to that,

Mr. President (The Honourable Sir Abdur Rahim) : It is different
in different countries and in different circumstances. It has not been
defined anywhere. o

Prof. N. G. Ranga : I can define what a ‘‘ key industry ’ is, as an
economist. .

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

" ¢4 That clause 41 stand part of the Bill” _

Mr. Sri Prakasa (Allahabad and Jhansi Divisions : Non-Muham-
madan Rural) : Sir, I beg to move :

"¢t That in clause 41 of the Bill, in the proposed clause (a) of sub-section (1) of
gection 87, for the words ¢ that directorship or of some one of those directorships ’ the
m_:r?ls * guch directorship or directorships ’ be substituted.’’

Sir, T have very little to say on this subject. As the clanse in the
Bill stands, it is rather vague. It says that : : ;

‘“in the case of am individual, his present nmame in full, any former mame or
surname in full, his usual residential address, his nationality and, if that nationality
is not the nationality of origin, his nationality of origin and his businesa ocoupation,

if any, or if lie holds any other directorship or directorships the particulars of that
direetorahip or of some one of those directorships *’,

shall_be recor&ed in a register.

The Bill, as it is drafted, requires details of only ‘‘ some one of the
directorships *” held by an individual. 1I.... '

The Honourable Bir Nripendra 8ircar: If it will shorten dis-
cussion. I'may say just now that T am willing to accept the amendment..
The language of the amendment is an improvement on the language in
the Bill which is rather defective. .

......



HL THE INDIAN COMPANIES (AMENDMENT) BILL. 1787

Mr. 8ri Prakasa : I begin to feel suspicious now that the Honour-
able Member has accepted it ! Sir, I move.

. Mr. President (The Honourable Sir Abdur Rahim) : The question
8 }
*..** That in clause 41 of the Bill, in the preposed clause (u) of smb-section (1) of
section 87, for the words ‘ that directorship or of some one of :thuse directorships ’ the
words ‘ such directorship or directorships ’ be substituted.’’
The motion was adopted.

Mr. M. Ananthasayanam Ayyangar : Sir, I beg to move :

. That in clause 41 of the Bill, to clause (b) of sub-section (1) of the proposed
section 87, the words ¢ the full name, address and nationality of each of its directors
‘afid ’ be added at the end.’’ ‘

The Honourable 8ir Nripendra Bircar : Before my Honourable
friend proceeds further, I may say that if my Honourable friend will
not feel suspicious, I am willing to accept this amendment.

Mr. President (The Honourable Sir Abdur Rahim) : The question
is: - ' ,
*“ That in clause 41 of the Bill, to clause /b) of sub-section (1) of the proposed

section 87, the words ¢ the full name, address and nationality of each of its directors
-and *> be added at the end.’’ ’

The motion was adopted.

Mr. M. Ananthasayanam Ayyangar : Sir, I beg to move : .
‘¢ That in clause 41 of the Bill, after clause (c) of sub-section (1) of the proposed
section 87, the following clause be inserted :

¢ (d) the names of directors who have a share in or are otherwise interested in
the remuneration payable to managers and managing agents ’.’’

Sir, clause (c) of sub-section (1) of the proposed section 87 8ays :

‘“in the case of a firm, the full name, address and nationality of each partner, and
‘the date on which each became & partner should be given.’’

Sir, all that I say is that these are the details that are required to
be placed in a register so as to appraise the shareholders of the
interest they have not only in this company but in other companies
also so that whenever an occasion arises for election or re-election of
a particular director, the shareholders may know the data on which
they have to proceed whether those persons will devote their whole-
hearted attention or not. The amendment which I move requires that
particulars should be given regarding the names of directors who have
a share in or are otherwise interested im the remuneration payablé. to
managers and managing agents. I want these particulars for this
reason, that if they are already interested in the managing agenfs or
n getting a share in the remuneration, the  -shareholdery
may avoid' them ; we have tried by a previous amendment to
get in independent shareholders and there is still doubt ‘or
difficulty as to whether we have achieved the purpose of getting two-
thirds of directors in a directorate to be elected by the sharehelders.
Much argunient centred round the amendment - of my Honourable
friend, Dr. Khare, and it ‘was finally accepted. Now, therefore; if in
a directorate we want to have independent men, we have to know
really whether these persons whom we are sending to the directorate
under ‘the two-thirds clause—that.is tb say.twoithirds of the digéctors

PR
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should be elected by the shareholders—we have to know whether after
all we are choosing the right men, that is, independent of the managing
agents. If they are already interested in the remuneration payable to
managers or the managing agents—already the managing agents have
got directly the right to appoint directors to the extent of one-third,
and if out of two-thirds of the balance left for others, a director is
appointed who is interested in the managing agent’s remuneration,
then indirectly the managing agent will have a voice in the election
of two-thirds directors and in this way those persons who are
appointed will be mere aliases of the managing agent. If with the
knowledge that these people have got an interest in the remuneration
payable to the managing agent, if with open eyes, the shareholders
appoint these men as directors, then they have to thank themselves
for it. Then there is absolutely no harm. Let not the shareholders
act without proper information. The registers which are maintained
only for the purpose of appraising the shareholders of the position
and status of these people and of the interest they have in the manage-
ment will help the shareholders in choosing the right sort of directors.
My amendment will help the shareholders in that respect. I there-
fore hope the Honourable the Leader of the House will accept my amend-
ment.

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

“* That in clause 41 of the Bill, after clause (c¢) of sub-section (1) of the proposed
section 87, the following clause be inserted :

* (d) the names of directors who have a share in or are otherwise interested in
the remuneration payable to managers and managing agents ’.’’

The Honourable Bir Nripendra 8ircar : Sir, I oppose this amend-
ment. Clause 41 provides for keeping a register showing the names of
directors, managing agents, etc. At the end of that clause, completely
outside the scope of this section 87 my Honourable friend suggests that
we should add :

¢ (d) the names of directors who have a share in or are otherwise interested in
the remuneration payable to managers and managing agents.”’

What is ¢he process by which this is to be ascertained 1 With the
help of the C. I. D. ? If not, there is no provision in this Bill wlieh
compels @ manager or a director to give this information. If that infor-
mation is asked for, the man asking can be asked to go to some unmen-
tionable place. That is what would happen.

Mr. M. Ananthasayanam Ayyangar : If I am a director myself, I
know whether I am to make this disclosure or not. It is not a third party
to whom I look to this.

The Honourable 8ir Nripendra Bircar : If my Honourable friend
were a director and if he did not give that information, what could have
hiappened to him * He will possibly suffer in the next world ; but the
Companies Act has no punishment for him in this world.

‘Mr. 8. Satyamurti : He will live in Sir H. P. Mody’s company.

The Honourable Bir Nripendra Sirear : 8ir, I oppose this amend.
ment.
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o Mr. President (The Honourable Sir Abdur Rahim) : The guestion
s

“*¢That in clause 41 of the Bill, after clause (¢) of sub-section (1) of the pr posed
section 87, the following clause be inserted : N on (1) of the pro

*'(d) the names of directors who have a share in or are otherwise interested im
the remuneration payable to managers and managing agents ’.’’

“The motion was negatived.

‘Mr. President (The Honourable Sir Abdur Rahim) : Now, I will
put clause 41 to the House.

‘Mr. N. C. Chunder (Calcutta : Non-Muhammadan Urban) : Sir, may
I point out a drafting error in this clause ¥ In the seventh line of
clause (a), ‘‘ or ”’ should be changed into ‘‘ and ’’.

Mr. President (The Honourable Sir Abdur Rahim) : The Honour-
able Member may move an amendment to that effect.

Mr. N. C. Chunder : Sir, I will then move it as an amendment. 1
move :

‘“ That in seetion 87 (1) (a), for the word ‘ or ’ in the seventh line, the word
¢ and ’ be substituted.” ’ 3
) Mr. President (The Honourable Sir Abdur Rahim) : The question
is:

¢¢ That in section 87 (1) (a), for the word * or ’ in the seventh line, the word

¢ and ’ be substituted.”

The motion was adopted.

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

“¢ That elause 41, as amended, stand part of the Bill,'’

The motion was adopted.

Clange 41, as amended, was added to the Bill.

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

m‘

‘¢ That clause 42 stand part of -the Bill.”’
Sir Lestie Hudson : Sir, I beg to move :

¢ That in clause 42 of the Bill, sub-sections (2), (3) and (¢) of the propossd
weetion 87A be omitted and sub-section (5) be re-numbered as sub-section (#).’’

In my remarks on the motion to take the Bill into consideration, I
said that there were eertain provisions of the Bill which we took strong
wbieetion to on questions of principle. This is one of them in fact, this
b seetion is, from that point of view, the most objectionable of the whole
Bill, destroying as it does the sanctity of contract.

.. It has been said that the sanctity of contraci does not exist and that
the Leggslature has frequently interfered with existing contracts. Butf
the Legislature only interferes when contracis are found to be against
pablie policy ; and then not to cancel contracts wholesale but to provide
rehef.,v‘vAh?re in individual cases it is found that a contract is unconseion-
able.- A -eontract is uneonscionable only when & hard bargain is drivem
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against a person in great need or distress or against an ignorant and help-
less individual. It surely cannot be maintained that the shareheolder
is a needy and helpless person. With the section as passed by the
Seleet Committee it cannot even be said that the intention of the Legisla-
ture is to give the shareholders. the right to reconsider a long term
contract after 20 years, for the managing agent is to be dismissed by the
section, whether the shareholders like it or not. An attempt has been
made by the Select Committee to remove the characteristic of expropria-
tion by providing for compensation, but the existing law on the measure
of compensation is so unsatisfactory that the managing agent may find
himself left with a right which proves illusory. I was unable to con-
vince the Select Committee of this ; I was unable to convince them on the
point of sanctity of contract ; but I hope that in what I am about to lay
before the House I may be more fortunate. In any event I must place on
record our objection to the principle underlying sub-section (2) of the
proposed new section 87-A of the Bill.

We have agreed to the statutory limit which 87 A (1) places-on
the. duration of managing agents agreements in new companies, though
we confess we are unable to see any overwhelmingly good . reason why
even there there should be this arbitrary interference with the freedom
of the company to make such terms with its managing agents-as it may
think good and proper. While we are prepared to concede the point
in new ecompanies we cannot give our willing consent to a provision
which treats lawful contracts already in existence as so many scraps of
paper.

° We consider this particular provision of the Bill to be wrong in
principle, unnecessary, and dangerous to the interests of the company,
1.e. the shareholders. I must ask the House to try and realise the posi-
tion in which all existing managing agencies will be placed if this pro-
vision becomes law. They will be placed under a sentence of death
twenty years hence, and when I say that I do not overlook the good inien-
tions of the provision what I might call the recommendations to mercy,
which are designed to facilitate the renewal of existing agreements on
such fresh terms as may then be possible. Good intentions are one thing
and hard facts are another and from whichever angle you look at the
problem it seems obvious to me that the managing agent has no assurance,
no guarantee that his agreement will be renewed and so long as that state

of affairs continues the sentence of the sub-section is suspended over
his head. ' . ‘

I cannot anticipate, any more than other Honourable Members can,
the. position some. of the companies at present under managing agents are
likely to find themselves in in ten, fifteen or twenty years’ time. I cannot
say what particular companies fifteen years hemce may find themselves
in need of financial assistance, and, as has so often been the case in the
past, find that the security which they can offer is insafficient to enable
the banks to advance them loans. In such an eventuality, the only
altérnatives of a company are liquidation or financial support from the
managing agent.. No managing agent iy going to advance money in the
expiring years of his agreement unless he is assured of a fresh lease of
life;to earry him for a longer period. What will be the position if the
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shereholders for any reason, and it may be an entirely unaccountable
reason, refuse to renew ‘the managing agents agreement. It may easily
happen that the company will find itself during a critical period in the
hands of rew ‘managing agents who, in their. turn so far as they know,
may again have to hand over the affairs of the company in a very short
tboe. - I cannot anticipate, any more than other Honourable Members
can, what sort of difficulties this particular provision of the Bill may
give rise t0. I can only tell the House what is in our mind and leave
it to the good sense of Honourable Members. :

I believe it was Confucius who said that if you would divine the
future you must study the past. We can at any.rate
draw from past experience in Calcutta and Bombay in
order to demonstrate the possible danger which we foresee if this provi-
sion goes through as it stands today.

5 p.M.

. Let me give one or two instances of the way in which managing
agents have assisted the development of companies. T will first take an
instance of a company which has only become successful through the
careful nursing of managing agents. I refer to a company in Bengal
which was the pioneer company in India for the production of Aeroplane
spirit, known as Benzol. This company was started in 1918 with a capi-
tal of 12 lacs. As a result of post-war inflation the estimated cost of
the Block was eonsiderably exceeded and the company was only rescued
from liqaidation by the financial assistancé of the managing agents.
Five: years after, in 1923, the company’s overdraft with the managing
agenfs amounted to Rs. 17 lacs, while to assist the company the managing
dgénts handed back nearly Rs. 26,000 of the allowances to which they
were entitled. Since 1930, the company has been solvent and the share-
holders today are receiving an 8 per cent. dividend annually. I do not
think it unreasonable to suppose that if in 1918, the managing agents
had been faced with a statutory time limit to their agreement they
would have thought twice before embarking on the long and nnpromising
prospect of managing and financing this particular company through its
first twelve years of adversity. It is obvious that but for the managing
agents advancing cash to the extent of nearly one and a half times the
capital, and for their persistent and steady nursing through tweive barren
vears of the eighteen years of its existence, this company would have
been forced into liquidation, the shareholders would have sacrificed their
entire investment and a valuable indigenous industry would have been
lost to India. I will give another instance of a company managed in
Bombay. There is a company whose works are situated in Nerthern
India which today is in a very sound condition. This company
encountered bad times in 1923 and the managing agents made unsecared
. advances amounting to nearly Rs. 20 lacs and alsc guaranteed a loan
from the bank on behalf of the company for Rs. 8 lacs, so that in that
year the unsecured outstanding of the managing agents involved a sum
nearly Rs. 28 lacs. In 1924 the company floated a debenture loan of
Rs. 25 laes bearing interest at 8 per cent. which was offered to the share-
holders 77110,. notwithstanding the attractive rate of interest, had then so
htt105 ofg:)t(? In the company that only 21 of them took un altogether
gﬂ-o > ’1924“23 %e managing agents took up the balance of Rs. 24} laes.

T i o 2: Do interest on these debentures was paid to the
mandging agents, but they did not foreclose. The rate of interest on
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these debentures was, as I said, 8 per eent. At the suggestion of the
managing agents it has now been reduced to 54 per cent. Had it not
been for this considerable financial assistance which the managing agents
have given to this particular undertaking, and which, as the House will
realise, was no light matter to them, the shareholders would undoubtedly
have lost their all.

Mr. President (The Honourable Sir Abdur Rahim) : If the Honour-
able Member wishes to continue his speech, he can do so next day : he
need not cut short his speech.

8ir Leslic Hudson : T shall take only about ten minutes more.
There is another category of instances which relate to companies which,
during periods of depression when banks would not advance money,
received substantial advances. from managing agents. I will enly quote
one instance here of the dozen or so which have reached us during the
past few weeks. This refers to seven Indian tea garden companies under
the management of the same managing agents. During the diffienlt
years of 1920-21 the managing agenis made no charge for their services
in the administration of the seven companies, and wrote back to the
different concerns some Rs. 58,000. They also advanced seven lakhs to
help the companies through the slump. Five of the companies have
recovered to a dividend paying basis while two are still being carried
by the managing agents and overdrafts amount to Rs. 2} lacs.

If I had time I could demonstrate to the House how managing agents
have helped numerous companies in times of emergency by advanmcing
money at rates of interest lower than those available in the market ; I
could give examples of how managing agents have lost money personally
through industries not being successful ; I think I could show why and
how even the largest concerns find the rationalisation of the managing
agency system preferable to individual company management. I will go
on tomorrow, Sir, if I may.

Mr. President (The Honourable Sir Abdur Rahim) : The Honourable
Member can continue the next day.

The Assembly then adjourned till Eleven of the Clock on Thursday,
the 24th September, 1936.
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