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of the Bill.”
' The motion was adopted

Clause 1, as amended, was added to the
Bill

ENACTING FORMULA
Amendment made:
Pagé 1line 1,—
for “Thirty-eighth™ substitute—
“Thirty-ninth” (1)
(SHRI JAGDISH TYTLER)
MR DEPUTY SPEAKER: The question
“That Enacting Formula, as
amended, stand part of the Bill.”
The motion was adopted

Enacting Formula, as amended, was
added to the Bill

MR.DEPUTY SPEAKER: The question
“That the Long Tittle stand part of
the Bill”
The motion was adopted
The Long Title was added to the Bill

SHRI JAGDISH TYTLER:
move:

| beg to

“That the Bill,
passed.”

as amended, be
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Bill

MRDEPUTY SPEAKER: The quastion

“That the Bill, as amended, be
passed.”

The motion was adopted

COMPANIES (AMENDMENT) BILL
13.53 hrs
[ English]

MR. DEPUTY SPEAKER: We are
going to the next item, i.e.item No.17. Shri
J. Vengal Rao.

THE MINISTER OF INDUSTRY(SHRI
J.VENGAL RAO): | beg to move"*:

“ That the Bill further to amend the
Companies Act 1956, as passed by
Rajya Sabha, be taken into consid-
eration.”

The Companies (Amendmént) Bill,
1987 incorporates amendments to the
‘Companies Act, 1956 which are of urgent
nature and which have been proposed keep-
ing in view the recommendations made by
the High-powered Export Committee (Sa-
char Committee) and the experience gained
in the administration of the said Act over the
last few years. Opportunity has also been
taken to plug loopholes and remove some
lacunae which have come to our notice in the
working of the Act. It is also proposed to
streamline some of the existing provisions
for better working and administration of the
Act. Certain consequential and incidental

*Moved with the recommendation of the President.
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changes are also sought to be made in the

proposed Bill:

" The broad considerations kept in view
while proposing amendments include the
need to better protect the interests of public,
investors and depositors. The Bill includes
provisions for intervention by the Company
Law Board against non-payment of public
deposits; compulsory redemption of prefer-
ence shares in certain cases; requirement
that companies disclose reasons for refusal
to register transfer of shares; protection of
rights of the purchasers of shares pending
registration of transfer of their shares; com-
pulsory listing of all public issues in Stock
Exchanges,elc. In addition, it has been pro-
posed that the report of the Board of Direc-
tors to the shareholders will be required to
disclose information relating to conservation
of energy, technology absorption; foreign
exchange earnings and outgo as well as
pariculars of employees having some mini-
mum stake in the company and drawing
remuneration in excess of that drawn by
managerial personnel.

Some of the functions and powers
which are purely of an administrative nature
or having an element of adjudication and
are, at present, vasted with the Central
Government or the High Court have been
indentified and are proposed to be vested in
the proposed independent Company Law
Board. The Board is proposed to be restruc-
tured as an independent quasi-judicial body
to exercise such functions. The Board is
also being given powers to compound of-
fences punishable with fine.

An effort is being made to make the
Companies Act operationally flexible. The
existing absolute ceiling in a number of pro-
visions are proposed 10 be replaced by ceil-
ings ‘as may be prescribed’ by the Govern-
ment having regard to the circumstances
prevailing from time to time.
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The Bill can also be considered a land-
mark in view'of the fact that for the first time
the Government is trying to administer and
regulate the corporaté sector through the
principle of management by exception. This
proposal is reflected in respect of the ap-
pointment and remuneration of managerial
personnel. I is proposed to dispense with
Government approval for managerial ap-
pointments and remuneration subject to the
fulfilment of certain conditions provided in
the statutory guidelines proposed to be in-
corporated in the Act itself.

The provisions of the voluminous
Companies Act are generally based on the
philosophy of better disclosure and fiduciary
trust. To ensure that the annual accounts of
companies reflect the true and fair view of
the affairs of acompany, it has been consid-
ered necessary to delink rates of deprecia-
tion under the Companies Act from the rates
of depreciation under the Income-Tax Act.
Schedule XIV contains the rates at which
depreciation has to be provided while pre-
paring the balance sheet under the Compa-
nies Act. It is also proposed that the compa-
nies will be required to adopt the accrual
basis of accounting. This will help in ensur-
ing a uniform accounting practice by the
corporate sector.

Anotherimportant aspect of the amend-
ment sought to be introduced relates to the
reduction in the costs of the company. A
number of provisions in the Bill will go to-
wards achieving this. This is sought to be
done without in any way diluting the obliga-
tions that are considered necessary for the
company fodischaige. Provisions relating to
annual reports, prospectus, polls in general
meetings and filing of full returns once in six
years are some of such provisions.

It will be noliced that the right of a
shareholder to obtain a copy of the full an-
nual report free of cost has not been
abridged. What has been provided is that in
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the first instance a company which is listed
on the stock exchange, has the option to

send a statement in a form to be prescribed

by the Central Government conjaining the
sallent features of what is contained in the
annual accounts. However, the company
will have to send a copy of the full annual
accounts free of costto any shareholder who
desires to have it. I will, therefore, be
appreciated that the shareholders’ rights are
being fully protected.

In conclusion, Iwould like to say that the
proposals in the Bill have been framed while
keeping in mind the interests of the various
sectors concerned with the functioping of the
corporate sector including the shareholders,
the management, the depositors, the inves-
tors efc.

This is an important amendment to the
Companies Act after 32 years and after
receiving the suggestions from various
Chambers of Commerce and experts in the
Company Law and the chartered account-
ants, | am moving this Bill and in Rajya
Sabha, according to the suggestions for 65
clauses, | moved 82 amendments to im-
prove this Bill. People are awaiting this Bill.

| request Mr. Bhattam Srirama Murty
and other friends not to object and to coop-
erate with me. “

MR. DEPUTY SPEAKER:
moved:

Motion

“That the Bill further to amend the
Companies Act, 1956, as passed by
Rajya Sabha, be taken into considera-
tion.”

SHRI BHATTAM SRIRAMA MURTY
(Vishakhapatnam): | beg to move:

_ That the Bill further to amend the Com-
panies Act, 1956, be referred to a Select
Committee consisting of 10 members,
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namely:-
(1) Shri Basudeb Acharia
(2) Prof. Madhu Dandavate
(3) Shri Murli Deora
" (4) Shri Dinesh Goswami
(5) Shri Ajay Mushran
(6) Shri H.M. Patel
(7) ShriJ. Vengal Rao
(8) Shri C.Madhav Reddy
{9). Shri E. ;}yyapu Fieddy; and
(10) Shri S. Jaipal Reddy.

with'instructions to report by the 1st
August, 1988.(1) )

Mr. Deputy Speaker, Sir, the high-
power committee headed by justice Sachar
produced a voluminous report consisting of
several recommendations both in the field of
Company Law Affairs and also MRTP Act.

14.00 hrs

Now, at the outset, | would like to make
2 passing reference 1o what was patently
omitted i..e. bringing about suitable amend-
ments to the MRTP Act which are -long
overdue. The MRTP Act has its genasis from
the Directive Principles. The Direclive Prin-
ciples of the State Policy very clearly states:
“that the ownarship and control of the mate-
rial resources of the community are so dis-
tributed as best to subserve the common
good. * It has also very clearly stated: “that
the operation of the economic system does
not result in the concentration of wealth and
means of production to the common detri-
ment.” So, these are the very objectives and
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the highest principles on which the founda-
tions of a new society is sought to be built by
the people of this country by unanimous
decision of both by the Parliament and also
by the Constituent Assembly. That being so,
it would be imperative on the part of the
Governmentfirst to think in terms of bringing
about suitable legislation incorporating the
required amendment to the MRTP Act first...

SHRIJ. VENGAL RAQ: Sir, I would like
to inform the hon. Member that it is under
consideration; it is under the examination of
the Law Department. Certainly, in the next
Session, | will introduce those amendments.

SHRI BHATTAM SRIRAMA MURTY: |
thank you for the information. Certainly, they
are long overdue. | am happy to hear that it
is being brought before this House during the
next Session. Sir, now | would like to take up
the Company Law Amendment Bill. Cer-
tainly, this is one of the largast legislations in
the Statute Book. There are a number of
provisions and the hon.Minister has taken
particular care to bring about such an
amendment in a very selected way.

14.02 hrs

[SHRIMAT| BASAVARAJESWARI in the
LChair]

It is not a comprehensive amendment
Bill. #tis a piece-meal and half-hearted Bill,
if | am to say that. Why | am saying so is
because he confines himself only to certain
aspects of the Company Law and is forget-
ting such other various salient features
which require amendment in tune with the
requirements of the situation and in confor-
mity with the ideals which we have taken up
for ourselves. The Government says that in
order to save expenditure on account of
printing, to save to excessive expendilure,
an abridged form of prospectus to the appli-
oation form would do; an abridged version of
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the balance sheet and auditars’ report would
do. It further says that the shareholders
requiring a complete version of the Annual
Report should send their request through
Registered Post and then the Company
would send the same in Registered Post.
Why do you want these additional number of
avoidable transactions? Why not, at the
outset itself, the complete information be
communicated to the members at a time
when we want to get the awareness, con-
sciousness of the shareholders enhanced?
ltis time when we want the involvement and
participation of the shareholders in the
management and in the affairs of the Com-
panies. Why is it that we want to stick to shut
out such information from them initially? |
think it is not proper, legitimate and it is not.a
correct approach. Therefore, what | suggest
is that every required information in full form
should be made available to every member.
Thatis obligatory andthat is basically incum-
bent on the part of the Company Manage-
ment to provide such information to all the
members concerned without any reserva-
tion whatsoever,

" The other thing 1s they want to save
expenditure. How many such companies
are there? Let me ask the hon. Minister as to
how many companies are there with large
number of shareholders. During the year
1986. out of the 1355 companies studied by
the Bombay Stock Exchange, those with
25000 shareholders were only 126 and with
about 50000 shareholders were only 45 in
number.Those with more than one lakh
shareholders, the number is only 15. So,
whatis it that you are trying to save? Are you
trying to save the interests of the big busi-
ness saying that they are going to incur
additional expenditure which you want them
to save? Or, are you going to protect the
interests of the shareholders? The Amend-
ment is going to benefit only a small number
of companies listed in the Stock Exchange;
in all these companies, the shareholders are
only very few. These are large and estab-
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lished companies. Does the Government
want to protect only these large companies
and not the interests of shareholders.

Another point is this. This Minister has
said that it will involve a higher expenditure.
| suppose, this is only a plea to deny access
to the statutory information to the critical
shareholders, researchers, journalists and
others. One advertisementona T.V. will cost
Rs. 50,000.

Unless you go in for a colourful printing
and multicoloured pictytes and advertise-
ments on glossy papers, normally, if it is
printed, one lakh copies would not cost more
than Rs.1 lakh. That being so, there is no
justification or reason to say that it involves
additional and excess expenditure which the
company will not be able to bear. The
implication may be that most of the share-
holders may not be interested in the various
details of the Balance Sheetand the Annual
Repor. But that is also not true. Let it be
understood that the invegting population is
often urban-based and educated and they
are potentially capable of going through the
accounts. If one locks into the break-up and
analytical picture of the composition of the
shareholders, one will find that the self-
employed shareholders is 30.3€ per cent
and salaried persons 36.32 per cent; roughly
it comes to 60 to 70 per cent of the share-
holders and they are highly educated and
qualified to go through, follow and under-
stand the implications and intricacies of the
Annual Report. Therefore, there is no point
inthinking for a moment whether they will be
able to understand the implications of this or
not.

They say that the Reports are big, volu-
minous, and therefore, it is necassary to
economise the expenditure on that account.
{would like to show how incertaincases thay
are very small and in certain other cases
they are very big. For instance, | would like
1o show you that this Report is as big as this,
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another Report is as big as this. The small-
est Report consists of five or eight pages.
For instance, this Report is big because a
number subsidiaries are there. When there
are a number of subsidiaries, they will cer-
tainly have to bring out more number of
pages and, therefore, they will have to incur
expenditure. That is but necessary; it is
unavoidable.

Here | would like to say this, if you really
want to save expenditure. | would first come
to the donations by the companies to the
political parties. Why not do something
about it? As | said, some savings in expen-
diture. That is not sought to be done. That
is never contemplated. it is nowhere there; it
is not at all suggested. Here is a Repont,
Indore Export and Import Co., Ltd. Please
refer to page 24 of this Report. Here is a
subsidiary of that company, the Indian In-
dustrial Traders and Dealers Ltd. The
amoun given by way of charity and dona-
tions in the year 1985 is Rs. 10 lakhs; in the
year 1984 it was Rs. 10 lakhs. But whatis the
total turnover? The total business is Rs. 40
fakhs and oul of Rs. 40 lakhs, the amount
paid towards donations is Rs.10 lakhs. This
is what is being done. This is on pajge 24 of
this Report. Again, on page 24, | will show to
you another company which is again a sub-
sidiary of this. They have a!so done Iikewise.
They have paid five lakhs of rugees in one
year. They have made this ten lakh rupees
and ten lakh rupees. Not this Indian Indus-
trial Traders and Dealers Limiteq, | have just
quoted the figures, they have spent enough
money, enormous money on donations to
the pr+«  parties. But you don't raise your
little finger lo stop thi= to check this. This is
At the same time,
comp.- «+ - ar= tloated only with the purpose
to show that such steps can be taken easily,
donations can be made out 10 the political
parties.

The most important thing is that the

" Minister said the information pertaining 10
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foreign exchange eamings and expenditure
Is going to be insisted upon. They are going
to give that. Similarly, redemption of prefer-
ence share is also made compulsory. They
will have to provide that information. But

_then, here, | would like to make a suggestion

to the Minister that unless a clear cut format
Is drawn up, it is not possible for you to
secure the required information in the re-
quired manner-precisely angd accurately
because what will happen is they will just say
thatthe company has taken adequate meas-
urés for importing technclogy. And nothing
will be coming forth from them. Therefore, it
will be an exercise in futility unless clear cut
format is also given and necessary informa-
tion is collected from them in sufficient, pre-
cise and clear terms.

Another point | would like to make is

_about the annual reports. With the increased

pace of diversification, information given in
the annual report is found to be highly inade-
quate and insufficient. Generally, what is

* being done is that the aggregate figures are

given. The company has number of facto-
ries operating throughout the length and
breadth of the country and more than one

_line of production is being resorted to. -That

being so, if they give only aggregate figures,
how do we know what exactly is happening
in the company? For instance, say in the
annual report, i have a machinery worth
about ten crores of rupees. Does it refer to
textiles? Does it refer to cement? does it
referto jute? We do not know anything about
that. Therefore, unless some clear and cate-
gorical figures and terms are given in each
line of production, we will not be abletoreach
anywhere. Therefore, | suggest that we will
have to make it absolutely clear that such
information is bound to be given by them.
Otherwise, it will not be useful and helpful.

| have got arother example of AC
Cement. There are ten to twenty cement
companies under their management
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throughout the length and breadth of the
country. Out of that, some companies are
running at a loss. And it is only the aggregate
figures which is given. We don't know which
company is running at a loss and which
company is incurring profits. Therefore, this
information must be given in full details in-
dustry-wise and plant-wise. Unless some
such figures are given, it is very difficult. As
far as thrift companies are concerried, the
information is still more difficult because
information is given in very vague teyms. We
do not allow any meaningful statistics. For
instance , the drug companies, almost in-
variably report the terms like Tablets, Cap-
sules Injectibles. formulations. How can we
know whether it is Pencilin or Streptomicin or
something else. Therefore, it is very difficult.
So, what are the Government doing at the
moment? The situation is so bad that Gov-

. prnment have to depend on OPP-the Organ-

isation Pharmaceuticals Products-in India, a
body found by the multinational company for
bringing about Indian dfugs statistics. So
many figures are given clearly, categorically
and specifically by these companies that
they need not depend on the multinational
company for the compilation of statistics
which they are not able to collect. Thisis a
sorry state of affairs. So, inthe annual report
also, some specific information should be
insisted upon. Then alone, it will be usefulfor
study. Otherwise, it is difficult. For Instance,
| would like, at this stage, to make a refer-
ence to certain private companies. Accord-
ing to the MRTP Act 1969, one does not
require moré than 25% of the equity shares
to qualify for being grouped under a House.
If a public sector is to be treated as a House;
the number of companies in which the public
sector deposits account more than 25% of
the share should noramlly be termed as
public sector companies only. Are you pre-
pared to do that?

As far as the RBI is concerned, if a
company has more than 25% of.foreign
equity, it is considered as a foreign con-
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trolled company. Eitherinthe caseof RBlor
according to the MRTP Act, it is sufficient if
a company comes to possess more than
25% of the equity. In which case it will be
treated as a separate House. If you apply
that majority test, then most of the private
sector companies which are Houses of
family concerns and companies will be con-
verted automatically into Government com-

panies.

Asfar as TISCO is concerned, ithas got
2% equity. Public'sector has more, public
financial institutions have got more than
40% of equity capital. Then how do you
consider it as a private firm? You will have to
do that under the present dispensation; this
is the position.

Now, | would like to make a reference to
the DCM. The total number of subscribers
possessing equity capital is about 80 lakhs.
Out of them the Sriram Family is in posses-
sion of ten to twelve lakhs only whereas the
public sector comes to possess 34.14 lakhs
of shares. Therefore, by any stretch of
imagination one is not able to imagine how
DCM is controlied by Sriram Family unless
it is with the tacit support and the patronage
of the Government of India, Ministry of Fi-
nance.

As far as Nandas and Escorts are con-
cemed, for a day they will not be able to
exercise sufficient control over Escorts with-
out political and official patronage of the
Government. What is important here, | beg
to point out, is that the real character of the
private corporate sectar shoud be clearly
brought out and necessary changes intro-
duced in the amending Bill which is contem-
plated.

Similarly the role of regulation of finan-
cial institutions has to be mentioned. The
role of the Government nominated directors
is also necessary. They are just there. But
what is it that they are doing? What functions
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are assignedto them? How many timesthey
are attending the meetings? What useful
function is performed by them? How do you
pick and choose specially at atime when you
choose a senior civil servant to become a
member of the board of directors presided
over by a big capitalist? Then the implica-
tions are very serious. Not only that, General’
and senior civil servants have come to oc-
cupy the position of directors-both paid and
otherwise. Therefore, they have got several
complications and implications. This has got
to be gone into.

Previously also | have brought to the
notice of the Minister how in quite a large
number of cases the Government public
sector financial institutions have come to
possess more than 50% in the share capital
of various companies. 1can roughly make
some references. Bombay Wire Ropes Ltd.
52.17%; Banswara Syntex Ltd. 82.15%,;
Gujarat Aromatics Ltd. 52.02%, Madras
Oxygen and Acetylene Company Ltd.
57.11%, Nagarjuna Steels Ltd. - 68.36. per
cent, Refractories Specialities (I) Ltd. - 60
per cent. Similarly | can quote a few other
cases. The important point is what about the
public accountability. In respect of public
funds to the private sector the PAC is not
going to touch it unless the matter goes
before the C&AG and he passes a comment
and presents a report beforethe Parliament.
Then alone PAC comes in the picture. Nor-
mally public sector financial institutions
having 50 per cent or more of equity have to
pass a special resolution appointing direc-
tors in consultation with C& AG which they do
not do and, therefore, there is no public
accountability. Parliament is kept in the
dark. We do not know what is happening.
Large public investment in the private sector
remains out of the domain of Parliament.
Therefore, there is need for public accbunta-
bility. | would also like to add that there
should be a policy of wages and ceiling on
salaries. There is obviously something
wrong when all the adult members of a
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particular family irrespective of their age and
qualification get Rs. 1 lakh per month be-
cause they happen to be directors of .a par-
ticular company. That goes on unchecked
and nothing is done by the Government. So
what is the use of bringing about a change in
the Companies Law? How can we consider
it useful and helpful?

Here Iwould like to make a reference to
branches of the foreign companies estab-
lished in India. They are not furnishing the
basicdatalike sales, profits, etc. Thiscanbe
seen from the fact sheet brought out by the
Department of Company Alfairs. If you do
not know their profits how can you tax them.
QOut of 206 branches of the foreign compa-
nies operating in India about 50 branches
are not reporting any financial data to the

Government. Even those which furnish full

information they invariably intimate only
losses. Are we to construe that all the
branches of the companies are very ineffi-
cient and invariably run into losses? That is
not so. My hunch is all the profits are si-
phoned off by them to other countries and
artificially they are showing losses to us.
Government has to consider over this mat-
ter. Now new branches are being allowed to
be opened by the foreign companies. Take,
forinstance, GEC. They have opened a new
branch called GEC turbines. Why do you
allowthemtodothat? Inthe case of Singer&
Co. once Government insisted that the
branch should be converted into a company
which they did but now they are permitted to
open another branch for the same purpose.
Similar is the case with Gillet, Ingersoll Rand
and various other companies . A number of
branches are permitted to be opened. |
would like the Minister to reply that certain
companies which have been wound up on
the specific decision of the Government
those companies, for instance, IBM and
Coca Cola in the year 1984 have been
included in the fact sheet and they have
been reporting sales. They have reporied
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such amount. How it has happened? Are
they wound up or not wound upZAre they still
functioning? The fact is that some of the
foreign companies are able to retain control
overtheir Indian affiliates even afler devolu-
tion of equity shares, for instance, Philips,
Colgate, Lipton and various other concerns.
What they do is, they try to manage to
incorporate a particular clause which will
permit them to have an absolute control over
the management of the company and also
derive veto powers over the company.

The veto powers are also given to the
multinationals that way. Those restrictive
clauses are against the various companies
which are listed in the stock exchanges.
That is not permissible there but that is being
done. These are the various defects coming
to notice a number of times,

Could we not do something about the
employment potential, employment gener-
ated by each one of these companies?
There is no place where one gets factory-
wise employment data. Labour Bureau, of
course,bring out some statistics. They are a
decade old. The information for the year
1978 is being given now. The company
should provide information about the num-
ber of employees working in a particular
plant, which they don't do. If they don't do
that, then, how do we know how many indus-
tries have turned sick and what is its impac!
on the generation of employment? If you
modernise and sophisticate the machinery
and if some of the people are thrown out of
jobs, how do we know that? We would not bx
abwe to =~ow that either. Therefore, i 1s
necessary that employment liqures are par-
ticularly given

During 1979-80, a survey was con-
ducted. Regarding the industrial capacity ol
the private sector, 't showed that the private
sector had alarge, under-utilised and unutil-
ised capacities. It is surprising to note that
even the large houses have a number of
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unutilised flicences. There is a very low rate
of capacity utilisation inthe private sector as
a ‘whole. Due to low capacity utilisation,
Indian industry has been suffering from high
production costs. Therefore, some details
with regard to the capacity utilisation also
should necessarily be contained in the an-
nual reports and other reports which are
produced by them particularly.

I would like to urge on the Minister to re-
examine and consider one very important
fact. In the private sector companies, the
Govermnment have nominated certain direc-
tors. Whenever directors are nominated, the
selection of the directors, the role of the
directors and the results achieved by them,
everything should be made known. It should
be understood. Otherwise it will be very
difficult. It will not be proper if civil servants
serve on the board of ditectors presided over
by a big business magnate. It will have
serious implications. Does the Government
review the existing procedures and prac-
tices? There is a need 1o rationalise this
system of appointing the government direc-
tors. The private companies are having re-
tired Army Generals,etc.

| have given notice of various amend-
ments. Before | conclude, | would like 1o
point out to the Minister how various organ-
isations are being floated only with a view to
get tax benefits and to circumvent the regu-
latory measures. Here | have gotthe the 66th
Annual Report of the Greaves Company. On
page 58, you find Rajpath Investments Lim-
ited. lis total capital investment is Rs. 200.
That is the company which was floated by
them. What is it for? How did it come into
being? There is another company on page
82 called Carnation Investment Co. Lid. The
capital is Rs. 200. with that capital amount, it
came into being. What is the purpose and
why has it come into being? | would like to
show one or two other matters. There is DLF
Universal Limited. Numbar of subsidiaries
are there. | have suggested that whenever

VAISAKHA 22, 1910 (SAKA)

(Amdt.) Bl 442

subsidiaries come into being, the Govern-
ment should give them clearance at the first
instance. Otherwise, they should not be al-
lowed to participate in other companies.
Now, to strengthen my point, | may now point
out here at Page 36, in the Annual Report,
the ~.'.F Universal Limited, during 1983-84,
the cumpany has purchased 42.96 acres of
land and out of this, the company was able to
obtain licences under provision of Haryana
Land Development Urban Ceiling and soon.
Similarly, in another page, you find another
company in the name of Instant Batteries
Ltd. They purchased about 64 acres of land,
again in Haryana, with a view to circumvent
the Act. | can also give another company
which is floated by the same parent com-
pany. The Anurag Construction Limited, at
page 78, has purchased B3 acres of land,
s0,83 acres here and 90 acres there in the
name of different companies. This is hap-
pening. This is how the Government will
have to take care to see that the proliferation
of subsidiaries will not take place and the
circumvention of the existing law also is not
resorted to constantly and continuously by
them.
| conclude with these words.,

SHRI VWAY N. PATIL (Erandol)
Madam, | rise to support this Companies
(Amendment) Bill. Itis a pragmatic approach
and itwas since long that Sachar Committee
report was pending even during the Janata
Party’s regime. In India, | think the first
company was the East India Company. We
started from them and we have come to the
figure of more than 1,50,000 in India and for
this, we require proper management for
proper growth of the companies as well as
for saving the interest of the investors, spe-
cially the shareholders who are in large
number. The formation of the independent
Company Law Board as suggested in the
amendment is a welcome feature. Madam,
earlier, the shareholders had to approach
the court for getting justice against the
companies, to sort out their grievances and
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the expenses of the court were very high.
- Ordinary shareholder could not approach.
The formation of Company Law Board will
help in this regard. Then, there are amend-
ments regarding submission of the Annual
Reports to the shareholders. In many com-
panies, we find that the number of share-
holders are more than one thousand and it
becomes a very bulky matter, a very cum-
bersome affair to spend every year for the
balance sheets and other papers to all the
shareholders. So, the amendment that
annual reports will be sent after six years ,
will be a compulsory and also a good step.
So also the depreciation that we calculate for
income tax purposes is different from the
actual depreciation we come across in the
case of companies, their affairs and their
business.

We require good professional manage-
ment for the companies, but at the same
time, the earlier provision was that the ap-
pointment of Managing Directors should be
approved by the Government. Now certain
guidelines have been given and under those
guidelines, the Managing Directors will be
appointed by the Companies and they will
get approval without any hiich because of
the specific guidelines for specific compa-
nies having certain amount of shares capital.

Then, there is the good feature of listing
public issues on recognized stock ex-
changes. The shareholders must know
what is the technological improvementin the

company, the measures being taken in the .

company for its expansion, increased turn-
over and other matters.

The shareholders and sometimes the
depositors also in the company, find it very
difficult to get back the deposits. In these
amendments, there are 67 clauses—the
interest of the shareholders is taken care of.
The initial Act is also very comprehensive,
but with the increase in the number of com-
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panies, with the need of the time, these
amendments have been brought forward.
But | feel that there should be some liberal
approach for small companies and more
restrictions on big companies. There are
small companies, managed by family mem-
bers or some very limited number of share-
holders. For these companies, there should
be some liberal approach and little restric-
tions. For big companies with more than
thousand shareholders, with more than Rs.
one crore of investment in the shares, there
should be some more restrictions and the
approach with regard to professional man-
agement restrictions in respect of such
companies should be more severe.

We find that in spite of the provisions in
the Company Act, we have got some com-
panies which cheat the shareholders. On
record are Peerless Company and many
more companies. So, with the formation of
theindependent Company Law Board, there
will be speedy adjudication. In this inde-
pendent Company Law Board, the number
of representatives is not spelt out. it would be
spelt out afterwards, but | would suggest that
professionals, specially the chartered ac-
countants and other law experts should be
taken as members on this Board.

Also, for cost accounting and yearly
audit, new amendments are being brought.
In these amendment, } wuuld suggest that
the chartered accountants and cost ac-

. countants should be kept at par. Because

hereitis mentioned that there will be a yearly
restriction of 20 companies for a Chartered
Accountant or even a Cost Accountant to
audit. It has also been said that out of 20
companies, 10 companies should have
capital nvestment of less than Rs. 25 lakhs.
Madam, in the case of Cost Accountant it is
not compulsory for the companies with the
capital investment of less than Rs. 25 lakhs.
Sq, this differance is there between the
Chartered Accountants and the Cost Ac-
countants. So | would like to suggest the
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Hon. Minister that this restriction on the
number of companies having a share capital
of less than Rs. 25 lakhs for auditing pur-
poses should be removed so that the Cost
Accountants and the Chartered Account-
ants can come on par as far as the number
of companies to be audited every year is
concerned.

Madam, in this amendment Bill, there is
also a provision for more penal action and
fine for the defaulters. Butin practice we find
many people go scot-free after defaulting
the provisions of the Company law. And
earlier the fine also was very small, a paltry
sum of Rs. 400 or Rs. 500 for not holding
annual meetings. |think we should notinsist
on holding the annual meetings and other
such things in case of small private compa-
nies. After all, it is just an improved form of
partnership firm. From Propriety to partner-
ship, we come 1o private companies with
small number of share holders and with
small turn over. So, here again | would like
to suggest that the restriction on holding the
meetings and then on the appointment of
Managing Directors and other things should
not be strictly observed. What should be
observed is as to whether they have pro-
vided the balance sheets or not.

Madam, Chairman, care is also being
taken to see that proper accounts are main-
tained. Otherwise, many companies have
the habit of writing the accounts as is con-
venient to them and many atimes they used
to skip-overthe dividend that was to be given
1o the share holders by showing losses in
theiraccounts. Here, itis a very weak areaas
far as the companies are concerned. While
writing up accounts they make adjustments,
make jugglery by showing more expenses
and less accruals. That is why many compa-
nies run in loss on record while their assets
are being built heavily for the years. How this
happens? And this precisely is to be con-
trolied otherwise the companies, the Manag-
ing Directors and the Directors go on show-
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ing the losses on the one hand and on the
other hand the new companies will be taking
birth out of these old companies and the
employer will keep on expanding his compa-
nies.

The income tax and other revenue re-
tumns to the Central Government is being
cheated. The Directorsr are not paid the
interest. So also, the transfer of shares, the
disbursal of dividends and all these things
become very tricky. Those who can manage
they will cheat the Government. So, for the
Directors more penal provisions are re-
quired to be made and strict observance of
the Company Law Act, as amended, is re-
quired. With these words | support the Bill.

SHRI AMAL DATTA (Diamond Har-
bour): Madam, this is a very long Bill of 38
pages with a very short object contained in
justone page. From reading the Statement
of Objects and Reasons, one is really not
enlightened as to what prompted the Gov-
ernment to bring about this particular
amendment. Certain things are mentioned.
Butwhat was the occasionthat prompted the
Government to make those changes?

For instance one of the salient features
given in the Statement of Objetts and rea-
sons is:

“The setting up of an independent
Company Law Board to exgrcise such

judicial and quasi-judicial functions as
are presently being exercised either by
the Court or the Central Government
and are proposed to be transferred to
that Board.”

Now what was the reason for making
this change? What was wrong with the
arrangement obtaining as at present? That
should have been stated in the objects and
reasons instead of paraphrasing and sum-
marising what is already contained in this
Bill.
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You may look at the clause regarding
setting up of an independent Company Law
Board. One does not find any provision by
which the independence of the Board is
sought to be introduced or safeguarded. By
stating thatthe Government intends to set up
an independent Company law Board, the
Govemment admits, obviously, that so far
the Company Law Board is not independent.
Very well. Now, starting from that, what is
the change that they are seeking to intro-
duce by which the Board will really be inde-
pendent? Are they prescribing such qualifi-
cations, such tenure and conditions of serv-
ice that the independence of the Board will
be safeguarded? They say nothing. They
say that the members of the Company Law
Board shall possess such qualifications and
experience as may be prescribed. If that is
all, then they can prescribe anything. Sec-
ondly, what would be the tenure? Will the
tenure be at the mercy of the appointing
authority, who obviously 1s the Secretary of
the Department? In that case, where is its
independence? Is it not mere hoodwinking
of the people? If you say that are introducing
an independent Board of the Company Law
administration just by changing its name, will
it really become independent? In my opinion
it only becomes another tier in the hierarchy
of course. You first go to the Company Law
Board; then there is an appeal to the High
Court; and there is an appeal further to
Supreme Court. As regard the High Court, it
is also not specified whether it would be a
single bench or a division bench. K it is a
single bench, it will be referred to a division
bench and then to Supreme Court. The
whole things adds to more and more delay
and nothing else. | do not think there is
anybody in the administration of the Com-
pany Law Board, who can think of the conse-
quences of introducing another tier. How
many more years of delay will it involve? |
think the first thing that should have been
done is to rearrange their own Department
first, instead of trying to rearrange the
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The Government has not introduced
any provision here ty which the people can
come to know more about the company. Our
experience in dealing with the Registrar of
Companies is that no information is avail-
able in such time that it may be of any value.
The whole idea of filing of Balance Sheets,
Profit and Loss Accounts, names of the
Board cf Directors, their assets and all that
is, that the person dealing with the company
should be able to know whetherthey should
deal or not deal; and whether they should
state the money in dealing with a particular
company or not. Such informations are pres-
ently not available in time with the Registrar
of Companies. No improvement has taken
place, although we had been hearing for the
last three years or more, since the present
Parliament and the present Prime Minister
assumed office, of computerisation. They
are doing the computerisation apparently in
a wrong place and where it is necessary,
they are not doing it. This would give a
protection to the public in dealing with the
company, if the assets and liabilities of the
companies are instantaneously known.

Another way in which you could have
given further protection to the public in deal-
ing with the companies—because nothing
can be done againstthe companies, you can
bring awinding up petition against them, that
is all, they may be paper companies—is that
information regarding assets mortgage
charges, etc. have to be registered and
shouid be made available to the public. But
in whattime? It should be done so that inthe
year in which they are dealing they should
know what is the position of that year. It
should be made known to the public in the
beginning of the year. At the moment, after
the end of the Financial Year of a company,
they get six months in which they will haveto
close their accounts and draw their Balance
Sheet. Another month is meant for holding
the Annual General Meeting. Andinthe next
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month or two, they will file the returns. So
nearly ayear will go by the time, they file their
retums. Then, they will say the return is not
available. It gets lost in the whole pile of
papers, which are filed with the Registrar of
Companies because there is no system in
.which one can find out.

lf you send your officers to foreign coun-
tries, you will find that the micro-films are
available of instant information regarding all
companies. Immediately when you just pay
a very nomirtal sum, these are available and
given away. Itis because the public needs all
these protections in dealing with the compa-
nies. You are not doing that. You are not
giving any protection to them. You. All that
you are trying to do is to say, “All right,
Directors, you will not have to come for the
purpose of getting the remuneration ap-
proved or some irritants removed”. It is
because you know that the Directors would
in any case be paid somehow or other, if not
over the table they will be paid under the
table. Whateverthe company andthe Direc-
tor has agreed, the Director will be paid. So,
that way, it does remove the irritants. But it is
also not a very good thing. There are some
other things which should have been
thought out so that there cannot be any
siphoning oft of funds, whether by way of
remuneration or through assumed fictitious
contracts and so on.

There is another thing on the topic of
Board of Companies on Administration. It is
not stated whether it will be only set up in
Nelhi or whether it will be in other place also.
lfitis only in Delhi, then that would mean that
the comy anies registered elsewhere will
have to come to this Board as is happening
for that matter in the BIFR.

| do not know whether it comes under
Mr.Vengal Rao’s jurisdiction

SHRIJ. VENGAL RAQ: It comes under
the Finance Ministry.
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SHRI AMAL DATTA: Then | will not
mention that. Butto the people it is creating
a lot of inconvenience because it is sitting
only in Delhi and has no bench elsewhere.
The sick companies are mostly elsewhere.
Taking a cue from that, there should have
bean some provision here that it should have
benches elsewhere. That would obviate
some inconvenience. You know that there
are lot of savings banks. These savings
banks take money from the people on the
pleathat they willgive higher rates of interest
than banks and other companies, who take
deposits. What these saving banks do with
the money, nobody knows. Nobody keeps a
check onthem. After sometime they go bust
as it had happened with Sanchaita Invest-
ments against which the West Bengal Gov-
ernment has been trying with the Central
Government to enact some legislation. It
was way back; it was I~ng before your time.
But nothing happened. Ultimately, the case
was filed."It had totally made bankrupt lakhs
of families who had relied upon it, and given
their whole life's savings, to get a very lucra-
tive interest. There are such companies
again coming up. A lot of companies have
come, and others are coming up, as compa-
nies. But nothing is being done to see what
are their activities,

One of the greatest difficulties now
being faced by this country is the sickness of
companies, closure of companies after sick-
ness, and soon. Nothinghasbeendone. No
provision is here, to monitor sickness, to see
that the assets do not deplete, to see that if
there is loss, then the company will have to
come and justify. Something has to be done,
so that the sickness can be monitored at the
very beginning, not when it has reached a
stage when it is already in its death-bed.
Nothing; no provision like that has been
introduced. to see that a company which is
making a loss, is not ploughing back its
profits enough to be able to replace its cur-
rent assets, such acompany must come and
give an explanation to the Company Law
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Board, the Ministry or somewhere, that such
and such are the reasons why they have not
made enough profit—not only made loss,
but not made enough profit to put in sufficient
funds in the Depreciation Reserve, in the
General Reserve and so on. Till thatis done,
the question of incipient sickness will re-
main, and more and more companies will
sink, because they know that ultimately the
Government will take charge of them. They
will take away the funds, and the obligations
will be discharged by the Government later.

They are saying that no company shall
remain without a Managing Director, Chair-
man etc. Very good. We also do not want that
acompany should remain without them. But
what about Government companies? They
cannot manage their own aftairs. There are
so many Government companies which are
called headless, or topless. Some people
prefer to use that word. The Government
which is injuncting other people from re-
maining topless, is itself keeping its own
organizations topless, for years.

Only yesterday—it is a very recent
occurrence; that is why | am mentioning—|
had asked whether these NTC mills had got
CMDs; and | got a delayed reply that in two
of these NTC-subsidiaries, there have been
no CMDs for the last few months. These are
very big companies. One of the NTC-sub-
sidiaries has, under it, a number of cotton
mills - 20,25,0r 35 - and there is no CMD in
these companies. When Governmenttakes
things so casually, how can it injunct people:
‘No; you must have Managing Directors.'? i
can do so; but it will never be able to imple-
ment these things. -

| am saying that Government says that in
case of default in complying with the provi-
sions of the Company Law there is a De-
faulting Director. Yes; | support you there.
There should be a Defaulting Director; he
should be penalized. But what about
Government'sown Directors? What are they
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doing; what provision have you got; what
facilities do you have, to see that those
persons who are appointed from the Gov-
ernment, or by the Government to be Direc-
tors of various companies, discharge their
duties, that they do not only travel here and
there at the expense of the companies, of
which they are Directors and then enjoy 5-
star facilities—and that is the only purpose,
and be-all and end-all of being a Director?
They do not see what is happening in the
company. They do notreport; if at all they do
some report, that is a false report. At least, it
is not a truthful report, and then nothing is
done in accordance with such a report. So,
what is the purpose of your having them?
What purpose have you been able to fulfil by
havingthese Directors?lam not saying atall
that you should not have Directors; but you
should have something over and above that,
to monitor and check that these Directors
perform their functions properly; and they
also should be considered as Directors-in-
default. if they are appointed by the Govern-
ment, and they do not perform their functions
properly, they also should be penalized for
that, by being considered as Director-in-
default. Please consider this: it is only then
that you will be able to control your own
officers. Otherwise not.

15.00 hrs

[ Translation)

4 DR. G.S. RAJHANS (Jhanjharpur):
Madam Chairman, | want to say two-three
things. The present Bill has been introduced
afterthe presentation of the Sachar Commit-
tee report. Sachar Commiltee was ap-
pointed in 1977-78 and since the presenta-
tion of its report five to six years have
passed. The companies have undergone
vast changes since then. | think that in the
next session or during the next year the
Govermnment should come forward with a
comprehensive Bill. Otherwise also in the
whole of companies Act' there are 600 10 650
clauses one may go through the entire
‘companies Act, he will find nothing else but
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confusion everywhere. After the present
amendment it has become more confusing.
To my mind this should not have been
brought forward at the fag end of the ses-
sion. Two, three days should have been
allotted forthe discussion onthebill. Inindia,
the industrial growth and the activities of the
companies go together. It is a matter of
concern that in the last few years many a big
companies have gone sick. Those who
know the history of the industrial develop-
mentin our country since the period of British
‘rule are aware that the managing agency
system was introduced to extract large sums,
of money from the companies. After strong
protests the managing agency system was
done away with by the Government, how-
ever in its absence, even today there are
several methods of extracting money. The
owners of the companies know how to take
out money therefrom.l was surprised to note
that the Government has allowed in this bill
publication of the annual report in the
abridged form. This is the gross injustice
with the small investors.

Madam Chairman, complete report
provided an opportunity to the people to
know about the affairs ofthe company. Ilfthe
report is of two pages, then nobody will
come to know about the things going on in
the company. Only the company people
know as to what is the state of affair there. |
have worked in many companies. | knowthe
things, but cannot disclose. Small share-
holders will not come to know_from two
pages report whatthey want to know. ltis not
necessary to get the report printed on glossy
paper. Report can be printed on ordinary
paper and distributed for the information of
the shareholders Otherwise, it will be an
injustice to the small shareholders. The
Capital Market will collapse. | also desire to
know about the affair of the companies,
because | have also bough: lew shares of
the companies. - Surprisingly the owners of
the companies are becoming rich, but the
shareholders do not get even that bank
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interest in return. Has it ever been consid-
ered necessary? From this Bill it appears
that the Government only wants to help the
rich and the powerful. Earlier there was the
provision to publish in the report the names
of the employees drawing Rs. 3.000 or more
per month, but this has also been done away
What a great
injustice it is? Now the owners will easily
employ friends, nephews and wife on the
salary of Rs.20,00010 Rs. 25,000 without the
shareholders even coming to know of these
things. This is an important matter which
needs to be debated upon. There was a
reason behind the inclusion of the names of
the persons drawing salary more than Rs.
3000/ in the annual report of the company.
It was done because in some areas, Chair-
man, managing directors and direciors of
the companies started employing thair
brothers, nephews and wives on handsome
salaries. A lot of hue and cry was made on
it. Then it was decided that names, qualifica-
tions, age and previous experience of the
employees drawing more than Rs. 3,000 a
month, must be given in the annual repor.
Surprisingly now the Government is amend-
ing the provision. This will enable the owners
of the companies to easily defraud the small
investors by showing losses in the accounts
atthe end of the year and to employ even 50
close friends on salary of Rs. 20,000 each.
How will the Government come to know of
the real things going on in the company?

| was employed in a big company of
Calcutta known as M/s. Bird and company
and know how the joint company was ruined
by the directors by ruthlessly taking out the
money from the company. | am a eye
witness to all this. Directors withdraw one to
two lakhs of rupees by posting these sums in
the suspence account. Atthe end of the year
in collusion with the auditors, they settle
these account. | willtell you a very interest-
ing thing. if you give me some more time to
speak. | am giving the example of Bird and
Company. In company’s report a director of
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this company showed a sum of Rs. one lakh
in the suspense account and mentioned
therein that since the fire-bricks were getting
damaged they were kept in the godown of
Lay-Garden and when a lot of water entered
the godown, the fire-bricks were taken to the
godown of Bara Bazar by truck and when
that godown also started leaking, those fire-
bricks were transported to 24-Parganas by
truck. But actually all this did not happen at
all and nothing was transported to any place.
In fact the sum of rupees one lakh was
misappropriated in the name of transporta-
tion. Subsequently the whole matter was
hushed up.

| may tell you what is actually going on
in many of the companies and who is ulti-
mately affected by all this. With the increase
in prices of fire-bricks, the rate of steel is also
increased, because fire brick is the main-
component in the production of steel and as
aresult of this chain effect, the construction-
cost of house has also escalated. Hence it
is the consurmer, who constructs a house,
and hasto pay the entire increase of the cost.

There are many type of bunglings in the
companies. | would like to request the
Government that more detailed annual re-
port should be provided tothe shareholders,
(Interruptions) if any company wants the
details, the same should be provided to
them.

Secocndly, | would like to submit about
the plight and the injustice which the small
shareholders have to face. Whenever an
issue opens, we also apply. Sometimes, we
get the share and sometimes we do not get
it. At times, we do not even get back our
initial deposit. Even after a lot of correspon-
dence i.e.in response to, say 200 letters, we
do not get any reply. It should be legally
bindingon the companies that if an individual
does not get a share or gets less than the
demanded no of shares, the balance should
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-be returned to him by a registered cheque.
You know that the small share-holders can-

not afford to pursue their cases for long. As

regards the-transfer of share of such share

holders, the small shareholders has to run

from pillar to post. It may take a period of 2
years, but even then the shares are not-
transferred. | want to say that company law
covers a very wide field of activities. Hence
it should not be avoided so easily. in this

amendment you have mentioned that the

companies will work for the energy conser-

vation and technology absorption and will

apprise the share holders with the position.

Perhaps nobody has got any interest in

energy conservation and technology

absorption. | remember when | was a share
holder of a company, the Managing Director
of that company used to end the meeting
aftergetting us served with tea and samosas
and talking on irrelevant things. Similarly,

even with very high sounding words it will not
benefit anyone. Have you ever seriously

considered about the sick companies? On
the one hand, you divert the funds to set up
a big new company and on the other hand
you declare the old companies sick.

You have also mentioned here that
amendment has been made in it because a
memorandum was received from the share
holders and that from the Chambers of
Commerce. Kindly tell us whether you have
also received a memorandum from any
association of share holders? You should
have presented here the memorandum re-
ceived by you from the Chambers of Com-
merce. Therefore, my submission is, that it
is a very important Bill and you should in-
clude less number of clauses in it as it is in
the case of direct taxes too, sothat everyone
may understand it. Atter all, what is there in
this Bill which can be understood only by the
lawyers and the business class.

" lwould also like to submit that no auditor
should be allowed to audit a company for
more than three years. The Government



457  Companies

should frame such a law that the auditor may
be transferred to some other place after
every three years. You should make cost
auditing compulsory because the entire
bungling takes place in cost auditing only.
Though you have minimised it to some
extent. Iknow how the Charted Accountants
manage to manipulate the things. My sub-
mission is, that you should make cost Audit-
ing compulsory and make its report available
to the share-holders. For example, in the
case of Liril soap, a share holder needs to
know about its component and the manufac-
turing cost. Having got all this information,
he will clearly understand the nature of
bungling taking place in that company.
Therefore, you should make cost auditing
compulsory by amending the company law.
| would like to say that please take such
steps in this connection as have been taken
abroad so that a capital market may be built
up in thetrue sense of the term anll the small
invesiers who must have spared money by
making savings in their essential items of
expenditure to purchase the shares,may be
benefitted, Steps should be taken to check
the exorbitant profits of the company owners
and the losses being borne by the share
holders.

-

[English)

SHRI THAMPAN THOMAS (Mav-
elikara): In the Statement of Objects and
Reasons of the Bill it is said that this Bill has
been brought as per the recommendations
of the Sachar Commission. also onthe basis
of the discussion held in the Chambers of
Commerce and also a nationwide discus-
sion on that. But when | go through the Bill |
find that a mountain has given birth to a
mouse. It contains nothing but just proce-
dural matters, just shifting the responsibility
from one place to another, that something
which has been decided by 11:e High Court is
going to be shifted to Company Law Board.
Post of Company Secretary is made manda-
tory and some sort of protection is given to
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the depositors. Deposits and loans are
taken as one. | think, the Law Department of
the Government could not find any differ-
ence between loan and the deposit. That is
why, loan and deposit are to be treated at
par. That will have wide disadvantages to
the persons who are depositing money with
the companies. So this is not clear from the
approach made in this Bill.

Another aspect is that giving deprecia-
tion as per the Income-tax Act and as perthe
Company Law is going to be de-linked. |
would like to know in what manner it is going
to be delinked.s it going to create a position
wherein people who want to make black-
money will be protected to make black-
money because of the delinking? Or will it go
for the purpose of getting the real market
value accounted in the interest of the public?
This is not made clear in the Bill. Only it is
said that there is a provision of delinking. Of
course, delinking with an objective to bring
the entire depreciated value of the company
or assets of the company to the proper
accounting is welcome. If it is the other way
round just to escape the income tax respon-
sibility which they have to pay now and to
give them a handle for making black-money,
I say it will not be in the interest of the nation.
Therefore, | would like the hon. Minister to
explain with what purpose this delinking is
proposed from the income-tax and from
company law. Inthe Company Act and other
laws connected with companies and indus-
tries like bonus law, normally the terminol-
ogy used in preparing the balance-sheet is
‘exemption given inthe Income-tax Act’. If it
Is given age by inthe Company Law, | would
like to know whether it is the purpose of the
Government to give that connotation in all
the laws where the terms like depreciation,
etc. are used for preparing balance-sheets.
Otherwise, | say that this will look like half of
the laws will use a particular approach andin
other hall of the laws the old system will
continue and 1t will end up in a big mixing. |
would like the Minister to answer in what



459  Companies

[Sh. Thampan Thomas)

manner Government approaches this prob-
lem of delinking iIncome tax, depreciation,
calculation and what about all other laws
which are in existence, in force in the coun-

ry.

One of the main things is that how these
people who are having influence and who
control thethings fromthe upper class, cheat

' the poor class. Some of the examples have
been narrated by some of my friends here.
Recently | have taken up certain issues with
the Government. One | know is Aditya Fi-
nance in Bombay. They have collected large
sums of deposits especially from Kerala
where people are going abroad and bringing
money by their hard work and some people
are approaching them and saying: You
deposit with us, we will give you better inter-
est. Then believing that, they deposited
money with them. But one fine morning we
found that all the Directors and everything
disappeared, and under the Companies
Law, when a prosecution was to be initiated
or steps were to be taken, then what they
found was only a wooden chair, which was
broken, and a table in the office. The Direc-
tors had swindled the money and earned
wealth elsewhere. This is the case of Aditya
Finance. Not only Aditya Finance, there are
the cases of Jan Priya and Peerless also. In
my State if an enquiry is conducted, there will
be more than forty or forty-five such organ-
isations which are registered under the
Companies Act, which are private limited,
public limited or whatever it may be. With the
term ‘Limited company;' they get the respon-
sibility to pay to the depositors only to the
extent of their assets. By the time they have
1o pay the money, they would have diverted
these funds for their personal assets. Take
the case of Oriental Finance. There is a big
story about them, Then there is the San-
chayita Finance which was supported by the
Government. This is a method of investing
money and earning money. Recently | heard
a story that a person who has deposited Rs.
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5,000 with Sanchayita will get Rs. 535 and
that too after a lapse of six years. The
depositors have not got even a pie from
them. They have been going around spend-
ing more than Rs.535 to receive Rs. 535.
What checks and measures is the Govern-
ment going to adopt in such cases of cheat-
ing? Yesterday Mr.Tytler moved a Bill here
in respect of Provident fund matters. We
were very happy when he said that section
405 of the Indian Penal Code is going to be
amended to include cheating of provident
fund as acheating sothat criminal action can
be taken in such cases. | would like to ask
why the hon. Minister can't bring such meas-
ure by amending the Company Law aiso
properly, so that the whole money is col-
lected from them. In my State, such compa-
nies are knows as ‘blade companies’. This
is a connotation which is used for such
companies which come up, collect money
from the poor people, and one fine morning
disappear with everything, and the poor
people are thrown on the streets. They are
know as 'blade companies’ because if a
person puts a blade on the throat, the head
can be cut. And they are giving licences to
such people. What steps have they takento
check such things? When people like us
write to them, they simply send back a letter
saying that the Reserve Bank of India is to
deal with such people. We see that such
people make money, put their money else-
where and take properties in their wife's
name, in their children’s name, and in their
relatives’ names. Even benami transactions
are taking place. When they say in the
Objects of the Bill that this is to attract inves-
tors and also to avoid benami transactions,
what are the effective steps that they are
going 1o take to avoid benami transactions?
Benami transactions are well-known in the
companies. Most of the money invested by
the people is in somebody else’s name—
somebody who is accessible to him, or
whom he can canvass, or from whom he can
get the benefits. Surely, in such names they
purchase the shares and hold the company
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in abenami manner. What steps arethereto
prevent such benami transactions? | am
very much concerned about what is going
on. If any amendment is brought to the
Company Law, the first amendment should
be to safeguard the interests of the deposi-
tors. To help the people to get their deposits
at the earliest, and for the Government to
have access 1o check the companies and act
suddenly when they go away.

Another thing which | would like to point
out is the cumbersome procedure that is
going on under the Company Law. Being a
practising lawyer, | have found that even in
the High Coun, there will be (Interruptions).

SHRI J. VENGAL RAOQ: As a lawyer,
areyou defendingthe Company Law cases?

SHRI THAMPAN THOMAS: No, | am
not defending the cases, but as a practising
lawyer, | would like to tell my experience in
the realm of prosecution of Company Law
cases. | sympathise with them. In my own
office | have seen people coming from far off
villages. Many people come just to get Rs.
500,Rs.200,Rs.300 or Rs. 300 from compa-
nies which are liquidated. They will have to
goto an advocate, then get a signature, then
go to the Munsif Court and get a declaration
in their favour, what is said to be a succes-
sion certificate. They have to file an original
petition in the Munsif Court and get a decla-
ration that they are the heirs, if the father or
the mother, who has deposited the money,
dies. Then they go to the Liquidator. The
Liquidator asks them to go to a High Court
Judge because the High Court Judge is the
judge under the Company Law who has to
decide. He will have to go and appear before
the Judge. Then the prosecutor will get up.
So, for getting just Rs.500/-, how much
money and labour is involved from village to
the court?

This has to be made easy for the people
1o get their dues provided they have to re-
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ceive some money from the company. Now,
| think because of this amendment what you
are going to do is that the poor people in the
villages will have to go to Delhi before the
Company Law Board for getting their
money. | do notknow in what manneryou are
going to decentralise this system. What |
would urge upon the hon. Minister is that
propei decentralisation should be there
even at the district level. Wherever liquida-
tion takes place, the people concerned who
are affected should be taken care of. You
should look at the problem from the angle of
big companies, you should not see that the
big companies mean thosa companies run
by Tatas and Birlas. So, a legislation should
be brought forward to this effect thatthe High
Court Judges or the Supreme Court Judges
will have to take decision onthe above point.
But there are common people who are very
much”involved in the formulations of the
capital for a company. The people who are
working as multi-nationals in our country go
abroad and work who have spread their
tantacles all over the country and they are
really exploiting the common people by at-
tracting their funds by way of shares. Many
people have also come forward to purchase
shares in order 1o get share dividends and it
is easy money. They alsothinkthat the value
of the shares will go up and they think that by
this way they can earn money. They pur-
chase shares by investing their money be-
cause they get dividends on their share
value. But finally they land in risk. But the
legislations which the Government have
brought forward, which we are bringing for-
ward here, should take into account the
problem of the common people. | do not
mean the problem of those big people who
are enjoying and spending the money in their
own way, in the manner in which they like to
spend.

Therefore, | urge upon the "Hon'ble
Minister to consider decentralising the
things, instead of taking away the powers of
the High Courts’ judges, dilute it to the district
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level so that the people who are concerned
with it are able to have access to these
places very easily. You should see that such
laws and regulations are brought in instead
of making it more rigid and see that the
people get the benefits without any difficulty.

These are my points which seek consid-
_ eration of the Government. My submission
on the Sachar Commission’s report is this. |
have not gon€ through the recommenda-
tions of the Commission. Therefore, | am not
in a position to go into this in detail. What-
ever be the Commission’s Report, | hope
that if it was for a few years, if such discus-
sions are taking place throughout the coun-
try and alithat, then many recommendations
would be suggested. This is only touching
the periphery and that too in the opposite
direction. Sir, my point is that a law should
properly be made with the perspective of the
nation which is moving, a nation which has
got to put a stop to the cheating and other
practices exercised by the people, a nation
which is concerned about the poor people
and the people who have got influence and
access to the offices make money using
public sector and public money and also the
common man'’s money and those people
who have become rich should be stopped
from indulging in such activities. With these
suggestions, | hope you will bring forward
anothet amendmeaqt before this House for
consideration and passing.

I SHRIMATI GEETA MUKERJEE (Pan-
skura): Madam, actually, |am speaking now
in this House after taking the medical advice
today so that the condition of my heart-
beating may be known. That is the reason
why | rise to speak on this Bill. But after
coming to the House and finding the subject
on which [ have to speak, Ifind that lamina
better vondition. | thought that my present
state will at least tell the doctor whether |
have to undergo by-pass surgery and that
will remove my trouble. But Mr. Vengal
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Rao's trouble with the Companies Act of
1956 as it i$ revealed by the functioning of

‘the Companies Act in our country and its

effect on our economy is such that no
amount of by-pass surgery will do any good
at all. Therefore, many of my friends have
suggested that this Bill should be referred to
the Select Committee and | think that is what
could have been done, at least the minimum,
because really will this amendment Bill
serve any purpose? Just setting up of B&ard
which will be independent of whom one does
no know, independent of the vested inter-
ests surely will not be, But it will not touch the
principle concern of our people as a result of
the working of the Companies Act. Will it
touch the question of how the top industrial
houses have increased their total assets by
75.4 per cent between 1983 and 19867 Will
it touch the question of how in our country
today one-and-a-half lakhs of companies
are closed and lakhs and lakhs of workers
are suffering under miserable conditions?
What loopholes in the Company Law have
resulted into this? What provisions should
have been made to put an end to this situ-
ation? Has that thing been gone into in this
Company Law Amendment Bill? Nothing.
Therefore, in relation to the substantial
question onthe health of industrial life affect-
ing our people, this Bill is totally inadequate.
Actually the Sachar Commission made its
recommendation from an opposite point of
view, i.a., how to curb monopoly profit.

15.31 hrs

[SHRI N. VENKATA RATNAM in the
Chair

Here, | find that the Sachar
Commission's recommendations are being
mentioned as the basis of this Bill though
they are not mentioned in the Statement of
Objects and Reasons. But one does notsee
anything in these amendments which will

" actually take into consideration the question

of how this profit can be curbed.
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Now, there are certain more claims for
which this Amendment is being sought. |
really don't understand. Here the Bill says:

“for protecting thainterests of the inves-
tors by providing fot intervention by the
Company Law Board against non-payment
of public deposits, compulsory reduction of
preference shares in certain cases’etc.

| am not a lawyer. Whatever provisions
| can see here, | do not understand how this
pittance is going to save our depositors from
the whole series of frauds that are going on
inside our country today'Had the Minister
told us what loopholes in the Companies Act
actually landed us in this Sanchaita scandal,
for example what kind of provisions allowed
it and then given us the new provisions to
plug the loopholes, then we would have
understood. But this Amendment does not
at all give us any such study and resultant
provisions. An independent Company Law
Board, as many of our friends said here, is
not going 1o serve any of the real purposes
for which our people would have liked the
Companies Act to be amended. Therefore,
the whole thing should have been gone into
seriously, and then in connection with that,
all the experiences we have gathered in the
field which have been very well brought out
by many of our friends here. We find that
really impossible things are happening ev-
ery day under our very nose, no amount of
Company Act is doing anything to meet that
situation of total conscienceless companies
which are really cheating people from all
sides. Therefore, I really see that this is not
going to serve any purpase whatsoever,
There is still time to go into all aspects.
Therefore, it is better to send the Bill to the
Select Committee and revise the entire
Companies Act according to the needs ofthe
situation.

Now, | have mentioned one or two
points to show how inadequate these provi-
sions are. You are having joint sector where
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in the existing law, you have already kept a
provisions that up to 26% of the shares will
be given to the private sector as co-partners
in the joint sector. May we know, why this
26% is kept? Is it because they willbe having
advantage under the Companies Act to
fleece the people? | would like to know why
this is not changed. Why in the joint
sector,overseas private partners have been
given this advantage to take undue advan-
tage of the position? Your new amendment
does not deal with such a thing. It is a
question of 40% foreign equity holding. Why
should that be still there? It'is not only that.
You have already kept the provisions in
certain sectors in the name of sophistication,
core sector activity, export etc., where you
are even ready to give more equity shares to
the foreign companies. More equity shares
means more money which goes out in the
shape of profitfrom our country to the foreign
countries. This is a very serious question.
Onthis your pittance of Companies (Amend-
ment) Bill does not go anywhere at all. So,
this whole sphere of Companies Act is inef-
fective, including your MRTP Act about
which you have said, you are going to bring
some amendment. We will seethat in future.
Bu! both are closely inter-related. Allkinds of
odd things, the private companies are doing.

Our great Hindustan Lever is shedding
some of its companies. ltisbecause, inorder
to get out of the commitment that they have
to make, if they have to keep all those units
together. Their behaviour is absolutely so
bad, towards their employees, that even the
Magistrates, courts and industnal tribunals
have given their verdict against this Hindus-
tan Lever because they had taken some of
the retrenched workers on the orders of
tribunals as well as DM and then, those
workers have been thrown out. Due to the
loopholes, they have succeeded in hood-
winking your Companies Act and your De-
partment with impunity through the shedding
of their units to Lipton.
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There is a saying in Bengali. Raw
plantain does not give you anything. That is
the situation we are in. In that situation, |
think, we are bringing this Amendment Bill
which is not only inadequate but it is actually
acover to your intention of not going through
properly and not realising the difficulties or
the loopholes in the present Companies Act,
which are ruining our economy, ruining our
workers, ruining our people. ruining our
small investors and putting them in trouble.
Even at this stage, | would request the hon.
Minister to refer this Bill to the Select
Committee.

DR. DATTA SAMANT (Bombay South
Central): Sir, while going to the Companies
Amendment Bill,-after about 30 years, the
Government is coming with some sugges-
tions. But in these 30 years, the industry in
our country has grown about 10 time more,
in terms of assets and all other working
capital etc. The Government is trying to
develop the country through industrialisa-
tion and that too through private enterprises,
because public sector units are gradually
diminishing and that is the policy of the
Government.

We always tak in this House that the
Industrial growth is 10%,14% etc., but textile
industries, jute industries are closed and
some electronics and other things have
come in. They go on talking something
which suits the Press or TV. What is the
Private sector doing in this country? Prof.
Rangaiji you are going for more privatisation.
Therefore, it is high time that the Govern-
ment should see how the programme is
working. | am making a bold statement here
that all the private sector companies are run
by the money of the banks corporations and
the shareholders money.

Even a company lke Premier Automo-
bile which is making business every year of
Rs. 300 crores, the stakes of the owner are
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hardly Rs. 7 crores inthat. That is with every
company. | can take the names of 2,000
companies with 10%,15%,20% and even
7%. They have got the share capital, each
controlling the huge kingdom there and the
Government is helping them in all aspects of
reducing taxes. Again, you are giving them
concession to go through the backward
areas. You are giving them concession in
sales tax and income tax and in export. |am
reading them out in the House. | put a cate-
gorical question to this Government. Are the
big industrial houses who are controlling the
whole industry of the country behaving prop-
erly? In the purchase, are they showing the
account? In the scrap, they are showing
soldering the minimal amount. Is it correct?
The selling agency is different. In the Bom-
bay textile industry, they give to this Govern-
ment the names of 21 people as the selling
agents, the son’s name, father-in-law's
name and the names of somebody. They
are literally draining the economy of this
country. This is what the hon.Minister and
we talk in this House. The big industrial
houses of this country are literally draining
the economy of this country. They go on
collecting the black-money of this country
and this Government has done nothing
whatsoever in the last 20 years and by
bringing such type of Bill here and passing in
the House, you arecommitting another blun-
der to encourage these blackmarketeers.
You are ruining the workers, the national
economy and everything. That is my opin-
ion.

In the last three years, two industrialists
were having more than Rs. one crore share
capital. | am making a survey of the report of
this Government. There are about 700 fac-
tories. Out of this, 500 to 600 are controlled
by the big 40 houses. Their turn-over went
up by 18%. Their assets went up by 8%.
Their profits went up by 12%. | am talking of
aggregate. For this, the employment poten-
tial went down by 11/2% These are your
figures. The employment of this country has
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gone down. You are showing your exports
here but that is not because of these big
houses. You have given them good money.
But their exports have gone down.

During 1985-86, the borrowing by these
big houses went up by 60%. | am giving the
figures of the Government. All these big
bosses and big industrial houses are work-
ing on Government’s money. They are re-
ducing exports. The employment potential
has gone down. s this the way the Govern-
ment is going to work in this country? This
Government is sleeping. You are calling the
big bosses from Bombay to UP and from UP
to Bihar and making them all pay the maxi-
mum money and do allthese things. Youare
not giving them permission to do things.

You are giving away the rights of the
Government and all the rights of the High
Courts to the Company Law Board and you
are making them their property. What is the
Sachar Commitiee’s report of 19787 It is
given by your Chambers of Commerce and
the big bosses. The Government has noth-
ing to say. You are not going to bother to
know what new developments have taken
place after eight years. Every year 1,000
industries are closed. That is the situation.
You know all this but you are not going to
consider anything.

From 1983 to 1986, the assets of SO top
industrial houses in this country went up by
74.4%, Rs. 17,910,90 crores, from Rs.
31,232 crores.

The assets of Chidambaram went up by
930% and Reliance by 259%.

Birlas assets are Rs. 4,600 crores.
Tatas assets are Rs. 4,400 crores.
They went up by 200% every year.

The assets of Reliance are Rs. 2,000
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crores. From the 14th year, it has come to
their principal because he brought the ma-
chine without taxes.

" The Government has given him con-
cessions to the tune of Rs.600 crores in the
textiles sector. But the benefits have not
been passed on to the consumers. His li-
cence is for 10000 tonnes of yarn. But he is
taking 25000 tonnes of yarn without making
anything. The Government is giving him
everything. | would like to say one thing in
this connection. There are big business
bosses in this country. They are controlling
the economy of this country and not the
Government is controlling them. The Gov-
ernment knows what happened in
Bhopal...(/nterruptions) The Govermnment is
dancing to the tunes of what the Bombay
Dyeing and the Reliance people say. This is
very bad. This is a shocking thing in this
country. | is high time that this Government
should do something. These big business
people are dealing with such things just for
their sake. Is the Government going to
curtail anything? Regarding economic of-
fences, there are provisions in the Compa-
nies Act. | have gonethoughthe report. This
government have launched 6000 prosecu-
tions so far. But, what is the fine imposed in
such cases? ltis only Rs. 7 lakhs. That is all.
What are the offences that they have
committed? The Managements have di-
verted the funds. They have not held the
meetings. In spite of committing such typas
of miserable offences, the Government is
imposing an average fine of Rs. 400 on the
big industnal houses. They have collected
crores of rupees. The Government has
submitted report to the House. They have
not imposed even one day's punishment on
such defaulters for committing serious eco-
nomic offences. If they diversity Rs. 5 or 6
crores and make use of that money in some
other ventures, the fine is only Rs. 400/- Not
a single man has been prosecuted. This is
the report of the Government.
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PROF. MADHU DANDAVATE (Ra-
japur): That is a tip to the Government; not
-even kickbacks. (Interruptions)

DR. DATTA SAMANT: Now | am com-
ing to the industrial sickness. Out of the 14
lakh industries in this country, one lakh and
fifty thousand industries have been closed.
That is your figure. This is such a serious
thing. About 60-70- lakh workers have lost
their job. For this situation, in 98 per cent of
the cases, the employers are responsible.
The hon Minister can blame me only for 2 per
cent of the cases of closure. But every time
the Minister is telling it is due to Dr. Datta
Samant. In Bombay, 150 big industrialists
have shifted their industry outside Bombay.

SHRI J. VENGAL RAO: Sir, | have
heard his speech during the debate on the
Demands for Grants of Ministry of Industry.
Itis the same prototype speech now alsothat
he is making. (Interruptions)

DR. DATTA SAMANT: Coming to my
point about industrial sickness, would like to
say that it is a very important matter. What
the Governmentis going to do with such type
of closures? The assets of the Tatas and
Birlas went up 1o Rs. 4600 crores. Two Mills
belonging 1o the Tatas have been closed.
One of the two Mills is the Empress Mill. How
the Government is going to deal with this
situation? A sum of Rs. 1500 crores bank
money has been advanced 1o the textile
mills. That is an accepted figure. What are
you goingto do forthat? The Government is
just keeping open the public money for such
industrialists. This Government is using Rs.
20000 crores from the Provident Fund de-
posits. The big bosses are spending that
money. What is the state of the economy of
this country? Neither the consumers northe
workers are benefited. Therefore, |am ofthe
opinion that in this country the Private Sector
is coming up utilising the money of the
Government or the public. The industrialists
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should not be allowed to make this as their
fundamental right. Our country is a back-
ward country. | know what the Prime Minis-
ter is saying about competitiveness among
theindustries. He saysthatifthere is compe-
tition, then cheap goods would be made
available and there would be quality prod-
ucts. Our country is not like America, Russia
or England. Our country is a backward coun-
try. The big industrial houses are bent upon
exploiting the consumers, workers and the
Government also. They are going to cheat
the whole economy of this country. | am of
the opinion that the private sector compa-
nies must be controlled by this Government.
| have gone through this Amendment Bill.
There is nothing about this. Onthe contrary,
the present control vested withthe Court and
the Government is going to be vestecd with
the Company Law Board to look after the
affairs. The Government is going to make
the punishment alittle light. With suchtype of
things, how is the Government going to
work? 10 per cent of the industries have
already been closed. It is not the question of
Rs. 5000 crores of bank money that has
been blocked. Crores of rupees are being
collected.Rs. 20000 crores of balck money
is being generated. The Companies Act is
30yearsold. Iwould like to ask one question.
Why the Government is not taking the work-
ersof this country into confidence? Inthis Bill
not a word has been mentioned about this.
The workers of this country are not having
any stake in that. Is it not the policy of the
Government to see that there is workers
participation in the management? We do not
want any share. But why can’t the workers
participate in the management and share
the profit? | think, the time has come when
you cannot go on with your old sections and
discuss them in this House. Therefore, |
appeal to the Government to withdraw this
Bill. | am telling you, by this, you are going to
ruin the economy of this country, black
money is going to increase, inflation will be
there, unemployment will be there; and you
are not going 1o control prices.
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You give the workers participationinthe
management. You are giving those people
Rs. 5 crores. You force them under this Act.
I am making this demand. You take the
elected representatives of workmen. | am
not asking you to take any outside man. Let
the workers run it. Because the employers
or the industrialists do not want it, you have
not given any suggestion of this type in this
Bill. Industries are run with the shareholders’
money, with public money and, therefore,
the workers have all the right to participate.
Government must implement it. The work-
ers should be the owners of the unit; they
should be partners in this. Why is the hon.
Member laughing? A man with Rs. 7 crores
is running a factory of Rs. 300 crores and is
making so much of black money, and work-
ers have no participation in that. Govern-
ment is accepting this type of economy. That
is why, the private sector is continuing.
Workers have no control at all. Government
is losing their control by this; they are only
making things more and more liberal for the
employers. Workers should have some
control.

Inall these Amendments, the consumer
is again neglected. In the last budget, you
have given concession for fertilisers, cement
and textiles, but | am sorry to say in this
House that none of these concessions has
been passed on to the average man or
consumer. Therefore, in this country the
private sector is encouraged by the policies
of the Government. The consumers also
should have control over the working of
these factories.

Another important aspect is this. The
NRI people are interfering with a lot of things.
Hindujas have taken over your Ashok
Leyland. Their assets are Rs. 14,000 crores
three times of Tatas' or Birlas". They have
infiltrated into our country. There, they
earned the money not through industry but
by Bofors and such type of means. Here
they have started taking over industries.
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They are interfering with Haldia pipeline.
Because of that, | hear, there was a raid
going on there. All these big bosses are
becoming your friends.

Another thing is, Chhabrias have taken
over five factories, including the Dunlop. |
dealt with them the other day. They do not
know anything. They just say that the money
istobeinvested. These NRIS are interfering
with our national economy. Are you going to
have any control over them or are you going
to give them everything?

Inthe AICC Session, the Prime Minister
has said that we are going to encourage
those foreigners who are trying to invest in
this country, with certain controls. What are
those controls? Pepsi Cola have started
coming here. The foreign companies are
interfering with our economy. It is no use
talking like this. 70% per cent of our people
are uneducated; there is so much poventy in
this country; people are starving for every-
thing. | do not know what is the intention of
the Government. There is no other restric-
tion the Government is having-the Minister
may correct me if | am wrong. The Compa-
nies Act Is the only thing by which you can
make the control more stringent. You should
monitor these companies. Do not leave the
big bosses just like that. Therefore, | totally
oppose this type of Bills. On the contrary, it
should have been more stringent with more
controls and more eyes on the working of the
big business. Government is making the
mistake of encouraging the private sector;
they are shutting their eyes to the economic
offences that these big bosses are commit-
ting. This is goingto ruin the economy of this
country.

He says that he is going to protect the
interests of the shareholders. How is he
going to protect? What protection is he going
togive? Inthe Stock Exchange, they have to
enrol. It does not mean ‘shareholders’.
Shareholders are the poor people. | have
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attended some of the meetings. You cannot
protect them. The Balance Sheet comes as
the big bosses want. If you want more loan,
it is profit. | have dealt with all these employ-
ers. Losses are many. They do not give
benefit to the workers. There is more invest-
ment which we can see and the employers
are becoming richer. That is the law of this
country. Some Marwaris say.

[ Translation]

More you close the units, more you
become rich.

[English)

That is the economy. What is this law
which you have brought here which you are
going to discuss? It is not suited at all. This
is the biggest blunder whichthe Government
is making. Please withdraw this Billand have
some stringent act to teach a lesson to the
big bosses. That is my demand.

SHRI C. MADHAV REDDI (Adilabad):
Mr. Chairman, Sir, at the outset | would like
to congratulate the Minister for digging up
the forgotten Sachchar Committee Report
and then bringing certain amendments to
the Company Law which is, of course, at
half-hearted effort. While | do notwantto go
into the various recommendations made by
the Sachchar Committee, of course, they
are very good recommendations, far-reach-
ing recommendations have been made, that
the Report was made to wait for ten years.
And even when we had taken up that Report
and drafted the Bill, the most important rec-
ommendation of the Report, which was
unanimously accepted by all the Members of
the Committee and appreciated by every-
body, that is absent in this Bill. That is, with
regard to the issue which my colleague in his
usual trade-union language, very forcefully
explained-the pdrticipation of workers in the
management.
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As you all know, the type of manage-
ment that we are having whaether in the
public sector or private sector, associations
of workers and workers' representatives in
the management was accepted asone of the
objectives, as one of the policies of this
Government. But the main recommendation
has been forgotten. As a matter of fact, even
the representatives of the big business ac-
cepted that recommendation. But our Gov-
ernment has not accepted that recommen-
dation. | do not know the reasons for that.
Even though now and then we talk of work-
ers’ participation, but when atime comes like
this, whenyou have to incorporate in this Bil,
the only thing and which was left to the
Government tobe decided was,what should
be the ratio between the other directors and
the worker's directors. That was the only
issue which was left to the Government.
Otherwise, the recommendation is very
clear and | am very sorry that such a recom-
mendation has been omitted. Without mak-
ing any comments on the general recom-
mendations, | would like to go into various
amendments which have been brought in
this Bill. Of course, there are many good
recommendations. | support them. Pres-
ently, | would like to give and tell my opinion
why they are so important.

Going by the spirit with which the Hon.
Minister has accepted several recommen-
dations or brought forward Government
recommendations in the other House, 1 just
only envy that the Bill was discussed first
there. As a matter of fact, in spite of several
recommendations, the amendments which
he has moved in the other House, | still feel
that there are several defects in this Bill
which have become a ‘Judge-made’ law. ltis
no longer a law which we had made. | was a
party to this as a Member of that House and
this House when for the first time, this Act
was passed in 1956. How much has it
changed since then? How much the courts
have participated in this change is' very
important. Because | find, it is no longer the



477  Companies

laws that we have made. It is mostly the
judges who had made the law. That is,
various judgements which had been given
by various courts-High Courts and the Su-
preme Court - and the question of interpreta-
tion of each clause it has taken several
judgements on one particular clause; so
unless you go through all the commentaries,
you will not be able to understand any of
these clauses. You are giving no scope to
such a type of litigation again by this Bill.

16.00 hrs

| welcome the amendment relating to
the deposits. It is a very good amendment.
We all know that the deposits these compa-
nies are taking from small people are not
being returned when they are due for repay-
ment. Because they just say that they do not
have funds and they will pay later. The
depositors do not have any security because
these are mostly insecured deposits.

Somebody was telling something about
the deposits being squated with loan. But |
feel that the depositors are at the mercy of
the companies. They do not have any status
of a loan.

SHRI J. VENGAL RAQ: We have pro-
vided sufficient protection for the depositors
also.

SHRI C. MADHAV REDDI: | am com-
ing to that also. The amendment made in
this regard is that the non-payment is now
made a penal offence. But the point is,
having done that, you have slopped it. What
you have done is, you say that if ten share-
holders come forward and say that they want
the deposits 1o be retained in the company,
the company law board is going to accept it.
Do you think that it is difficult for any com-
pany managing Director to get hold of ten
shareholders and put up an application to
the company law board? Why should you
have this loop-hole? Having attempted to

VAISAKHA 22, 1910 (SAKA)

(Amat.) Bill 478

help them, again you are providing a provi-
sion under which it would be impossible for
the depositors to get back their deposits. It is
easy for the company to get ten sharehold-
ers and get an application saying that they
do not want the deposils and let these de-
posits remain with the company. How can
you say that you have helped them?

The second amendment is with regard
to the redemption of the capital. | am sorry,
many of these provisions have nol been
properly dealt with here. Maybe, perhaps
there was notimefor us to study it. We agree
and we support this clause relating to the
redemption of capital.

SHRI J. VENGAL RAQ: In the Rajya
Sabha Telugu Desam Party supported this
Bill. Mr. Naik spoke on this Bill and sup-
ported it.

SHRI C. MADHAV REDDY: Am I not
supporting this Bill Sir? | am only pointing out
certain defects which are still there.

| am supporting the provision relating to
the redemption of the preterential capital.
Today the preferential capital holders are
absolutely at the mercy of the companies.
Evenwhen the redemptionis due aftertenor
five years, the holders does not get his
capital redeemed for the reason that the
company will say that it does not have any
fund and it cannot redeem. He has to wait.
. No capital is redeemed, no dividend is paid.
itis forthe firsttime now that the Government
has thought of these preferential. capital
holders. Some protection is being provided
tothem. But even here also | find that there
is a loophole through which it would be easy
for the companies to escape the payment of
preferential capital. Because five years
period is available. Within five years if some
companies apply to the company law board,
the company law board permit the company
to redeem the capital within five years. Why
should you have such a provision? Perhaps
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you have one difficulty in view, many compa-
nies are not in a position to pay; either they
are not having funds or they are making
losses.

But my point is, whatever may be the
condition of the company, this particular
clause may be enforced and the property of
the company should be sold and the
shareholder's capital, the preferential capi-
tal should be redeemed. Thereis no alterna-
tive. Now you say we redeem by giving
another lease to the redemption capital.
That means you will give another redeem-
able share capital and that would be treated
as a payment. it is not a payment in cash. It
isinkind. Thatis wrong. What you are doing
is with one hand you are giving and with
another hand you are taking away what you
have given. '

Now there is a very useful recommen-
dation with regard to the appointment of
directors. Many small public limited compa-
nies now need not have to go to Company
Law Board.for the approval of directors and
their remuneration. There again there is a
provision that suppose a particular director
is a relation of another director or share-
holder then naturally he has to go and take
the permission. | do not think there is a need
for such a provision. The amendment in
respect of officers in default is also a wel-
come one because ‘officers’ means 'direc-
tors’. [f the directors which include nominee
directors and if they are in default they
should not be prosecuted. After all they are
directors of the company. They are coming
to att~nd the meeting of the Board of Direc-
tors and go back. They are not incharge of
day-to-day affairs of the company. So thatis
the reason why the directors should be
exempted from the provisions of the Compa-
nies Act. When there is a default-say any
default-the nominee directors should be
exempted and | support that provision.
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Similarly there is a provision relating to
the listing of shares-amendnient to Section
73. | support it because today wa feel listing
is not automatic. It is left to the discretion of
the company. When they go in for a fresh
issue it is their discretion to have listing
facilities or they may say we do not require
any listing facilities. Even though they are
going in for a public issue yet they do not
want listing of their shares in the stock ex-
change. Now listing has been made compul-
sory. This is a welcome provision.

Now you have brought about delinking
of the rates of depreciation with the Income
Tax rates.lt was being ridiculed by some
Members. | think it is a very welcome provi-
sion. The word 'delinking’ is confusing.
There is no delinking. What you are doing is
in the Company Law you are giving certain
rates of depreciation yourself which means
you are not following the Income Tax law but
the Income Tax law will have to follow you.
Income Tax law will have to accept the rates
of depreciation fixed by the Company Law.
This is quite logical. Why should Income Tax
Department dictate as to what should be the
rates at which the depreciation should be
allowed? Now it is the Income Tax Depart-
ment which has to link up their rates with the
Company Law rates. That is the actual posi-
tion of this amendment. It has to be deemed
public company. There is so much of criti-
cism about the deemed public companies.
When a private company crosses its turn-
over of about Rs. 1 core and when it accepts
deposits from the public, then, it becomes a
public company. But it is not a fullfledged
public company. It is only deemed to be a
public company. It is called deemed public
company. | do not understand why you
should change this and say that Rs. 1 crore
limit is removed and that will be specified in
the rules. That means, you are taking away
the power from the purview of this Parlia-
ment. You are giving it to the delegated
legislation. Would you like totake the powers
that Government would like to define that
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this is the turnover? Maybe, you say that Rs.
25 lakhs. Maybe you are going to say Rs.2
crores. What is that you are going to say?
Why are you taking these powers? Why are
you taking the power which the Act men-
tions, which this Parliament has and now you
are taking to yourself? And you want to
define what should be the turnover at which
a particular company becomes a deemed
company? That is the point.

Now, | come to the question of compa-
nies which are very small. Mostly they are
private limited companies. In the last 30
years, the companies have mushroomed to
such an extent, particularly in the private
sector, that the public companies are very
few. There are a large number of small
private companies which my friend said that
they are only glorified. partnership. Now for
these glorified partnerships, why should you
impose all these restrictions of the Company
Law? | agree with this line of argument that
there should be a separate law for these
small companies, which are only a little
larger than the partnership firms. Some
restrictions have been removed. | support
them. But much more paper work is there.
That has to be removed. These companies
should be exempted from several of these
regulations.

Another point | would like to mention 1s
about the annual returns about which much
has been discussed here. In the annual
returns, now the period has been increased
from three years to six years. Why have you
done it? Obviously, | do not know. May be
you wanted for this type of annual returns, in
which various details are given, there is no
need; once in six years is enough.

But the point that was made here was
that the shareholders would like to know
various details about the companies. If these
details are filed once in six years, it will be
difficult to know what is the actual position
today. That has to be looked into again.
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Another restriction, which is being re-
moved—I do not support it-is with regard to
the prospectus.

When a company is inviting public
shares or public debentures, prospectusis a
very important document. You cannot dis-
pense with that document. You can’t say
that there is no need for prospectus to be
attached alongwith the application; only an
abridged{orm or memorandum, or whatever
itis, is to be attached; that is enough for the
shareholders.

That is not enough. | think, the prospec-
tus must be attached. Otherwise, it will be
difficult for the shareholders to know what
would be the prospects of that company;
how much profit it is going to make; what is
the type ot manufacturing programme, and
so on and so forth. Dispensing with the
prospectus is something which | am notin a
position to support. But, by and large, to the
extentthe amendments have been brought,
| welcome them. Maybe again, you may
have to come for further amendments.

THE MINISTER OF INDUSTRY (SHRI
J. VENGAL RAQ): Sir, so many friends
participated in this discussion and gave
some suggestions and some constructive
criticism also. Mr. Madhav Reddi mentioned
here that when he was the Member of the
First Lok Sabha, this Bill was passed in
1956. With sincere and honest efforts, this
Bill was introduced in Rajya Sabha and
today in Lok Sabha. | cannot exaggerate that
all the defects can be removed with these
amendments. Some important loopholes
can be plugged. Some of them can be re-
moved and bring in some safeguards for the
small depositors and investors. We can
check the diversion of funds from one com-
pany to the other. There are so many loop-
holes in this and for the last one year, | am
trying 1o introduce this Bill, but there was no
chance. At least, | got the change to intro-
duce this Bill. The draft will be published and
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circulated throughout the country for all the

firms and the Chartered Accountants as well
as the experts on this subject. | have ad-
dressed so many Chambers of Commerce
in so many cities. | have got very good and
constructive suggestions from experienced
people there. | know that in the House, you
cannot be praising the Government. But
outside, wherever | go, they say that this is
the best amendment Bill. | hope that this
time, this Bill will be passed inthe Lok Sabha
because so many people are praising. But
as you said, there are so many defects and
I may come out with some amendments after
some time. To relieve the burden immedi-
ately and to remove some hurdles, this Bill
was brought with sincere effort and with
good intention. It is only with good intentions,
| introduced this Bill. In Rajya Sabha, this Bill
was introduced with 65 Clauses. After re-
ceiving suggestions from various Chambers
of Commaerce, from Chartered Accountants
and financial experts, | moved 82 official

amendments to this Bill. Only then itcanbe .

useful. Otherwise,what is the use of passing
the Amendment Bill? That is the intention of
the Department and myself, i.e., with good
intentions, the Bill was introduced. | wel-
come your criticism also. | will certainly, if
necessary, bring some amendments. [ en-
tirely agree with Mr. Datta Samant and oth-
ers. There are lot of variations. This Com-
pany Law cannot bring in all these things
becausecourts comein. If you issue a notice
to a person he will go to the court and get a
stay order. There are so many difficulties in
this. In Calcutta there is the Peerless Com-
pany. We gave a notice; the Company Law
Board has got powers to appoint govern-
ment directors. We got a sfay order from the
High Courl. There are, therefore, so many
difficulties in implementation. | want your
cooperation for this.

| have heard with great attention the
various speeches made by the
hon.Members during the foregoing debate
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on the Companies (Amendment) Bill. | am
happy to note that, while some suggestions
have been made about changes that the
Members feel should be effected in the pro-
visions of the Bill under discussion, by and
large, the Members have supported the
proposals. While | shall deal with the individ-
val suggestions later, | would like to assure
this House that the provisions that have
been incorporated in this Bill, have been
brought forward after detailed and careful
consideration. The hon. Members might be
aware that the Bill was first introduced in the
Rajya Sabha on the 31st August, 1987.
Thereafter, considerable interaction took
place with the corporate sector and others.
Seminars and discussions were held all over
the country in which members of Chambers
of Commerce and Industry, public share-
holders, depositors and investors, profes-
sionals and others involved in the function-
ing of the corporate sector participated in
large numbers. A number of suggestions
were thrown up in these seminars and work-
shops. Suggestions also were received from
others who were interested in the provisions
of the Bill. After taking these suggestions into
account, the Government brought forward
certain official amendments in the Rajya
Sabha which were approved by that House
and now from a part of the Bill which is under
consideration. | say this in order to indicate
that the interests of various sections have
been borne in mind and kept in view while
finalising the proposals and even after the
introduction of the Bill in Rajya Sabha, the
Government has accepted those sugges-
tions which were found to be of benefit to the
corporate sector, including the sharehold-
ers, investors, depositors etc. | would also
like to say that the proposals that are con-
tained in this Bill are of urgent nature inorder
to improve the functioning of the corporate
sector. As was mentioned by me in my
opening remarks, some of the proposals are
also aimed at removing the lacunae or loop-
holes that have been found to exist in the
present provisions. | may also say that this
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amendment Bill cannot be regarded as an
attempt at recodification of the entire Com-
panies Act. Only those provisions have been
considered where amendments were con-
sidered necessary on an urgent basis.

As the Hon. Members must have noted,
the provisions of the Bill take care of the
interests of the various sections that are
concerned with the functioning of the corpo-
rate sector. Itis notonly that we have brought
forward provisions to make the task of the
management of companies easier, the pro-
visions also include those which protect the
interests of the shareholders, the deposi-
tors, the investors, the preference share-
holders, employees, the professionals and
the public interest. Members would also
appreciate that by virtue of Clause 9, aforum
is being provided within the Companies Act
where the depositors whose deposits are
not being repaid by companies in accor-
dance with the terms and conditions of the
deposit can now seek redress. The proposal
envisages that the Company Law Board,
after taking into account all the circum-
stances of the matter, may pass an order
directing the companies to refund the depos-
its in such manner as the Board may specify.
Failureto acomply with this direction attracts

penalty.

Better protection of interests of the
shareholders has also been kept in view
while framing the proposals. it has been
mandatory that a company will deliver share
certificates and debenture certificates within
a prescribed period of time after allotment or
transfer. it has also been provided that when
acompany refuses to transfer ashare, it has
to give reason for such refusal. This would
provide an opportunity for a person ag-
grieved by the company’s refusal to take
steps for redressal of his grievance. It has
been provided that when share transfers are
refused and there is a dispute, pending set-
tiement of the dispute the transferee will not
lose his rights over the dividends, right
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shares and bonus shares. The provision in -
respect of refund of application money to
those applicants who are not allotted shares
is also another step towards protecting the
small investor and shareholder.

It will be seen that in various existing
provisions of the Companies Act, there are
specific limits prescribed such as the ones
for disclosure of salaries above a certain
amount, inter-corporate investments, inter-
corporate loans, compulsory appointment of
a Company Secretary, rates at which fees
canbe charged etc. etc. Withthe passage of
time or due to change in circumstances,
many of these limits became outdated or
need to be changed. It is felt that flexibility in
these matters would be of great benefit and
with this aim, it has been provided that in-
stead of a specific ceiling being mentioned,
the provision should be such that this ceiling
can be fixed by the Government having
regard to the circumstances, and all other
factors that have to be taken into account,
from time to time.

As | mentioned earlier, some of the
provisions relate to removal of lacunae or
plugging of loopholes. There can be no dis-
pute that whenever a lacuna is observed
and it is seen that undue advantage is being
taken by any company to evade or circum-
vent the intention of law such a lacuna must
be removed. It is with this intention that the
provision regarding private limited compa-
nies becoming deemed public companies,
the provision regarding intercorporate de-
posits being treated as inter-corporate loans
and the provision regarding inter-corporate
investments have been brought in. lam sure
that the member would agree that circum-
vention of the law by the corporate sector is
not to be parmitted.

The ceiling onthe number of cost audits
is being regulated on the same basis as is
presently applicable to a statutory financial
audit. This Bill help in avoiding concentration
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of cost audit with individual cost auditors and
will be in tha interest of the cost accountancy
profession.

Shri Bhattam Srirama Murty referred to
the provision regarding the abridged form of
balance sheet. | may say categorically that
the rights of shareholders are being fully
protected. The provision is clear. Every
shareholder gets the salient features of the
annual report and also he will have a right to
get a copy of the annual report free of cost.
Regarding how much acompany can give by
way of political donations, is regulated by the
provisions of Section 293 A of Companies
Act.

Shri Bhattam has asked for disclosure
of more information in the annual reports.
The manner in which the annual accounts
are to be presented is prescribed by Sched-
ule VL. if any changes are required this can
be done by a notification and no amend-
ments are necessary.

Shri Bhattam Srirama Murty has spo-
ken about majority equity holding by finan-
cial institutions. As he may be aware, the
financial institutions are under the overall
jurisdiction of the Ministry of Finance. The
functions of the nominee directors are
clearly prescribed.

Foreign companies areingeneral being
regulated by the Reserve Bankof India as far
as opening new branches or starting other
activities is concerned.

Ithank Shri Vijay Patilfor supporting the
Bill. His suggestion that there should be
distinction between the regulations for small
companies and big companies is already
taken care of. Some exemptions are already
available to private companies from certain
regulatory provisions of the Companies Act.
The limit on the number of Cost Audits has
been proposed after careful consideration.
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Shri Amal Datta wanted to know how
the independence of the Company Law
Board will be assured. What is proposed is
that the CLB will exercise powers conferred
on it statutorily and not by delegation by the
Central Government. Members will be se-
lected in accordance with regulations to be
framed. It is Government's commitment to
make CLB an independent qwasi-judicial
body. Regarding locating CLB benches at
various places, even now the Board has
bench sittings at Delhi, Calcutta, Madras,
Bombay. There will not be any change inthis

respect.

AN HON. MEMBER: What about
Hyderabad?

SHR! J.VENGAL RAO: It may be at
Hyderabad also. It is not centralised at
Delhi.

To improve the functioning of the offices
of Registrar of Companies, we are progres-
sively computerising the records of all of-
fices. This will ensure quick information re-
trieval.

Shri Rajhans mentioned about
abridged version of annual report. | already
dealt with it earlier. Shri Rajhans seemed to
be under the impression that the companies
need notdisclose the names of employees
drawing over Rs.3000/- per month and
above. It may clarify that the provision is that
the figure of Rs.3000/- will be replaced by a
provision that the figure would be as may be
prescribed by Government. With passage of
times and rising salaries, this requires a
change. Instead of proposing an amend-
ment every time, the flexibility as proposed is
much better.

Shri Thampan Thomas spoke about the
provision regarding depreciation. The de-
linking of depreciation in the Companies Act
from the Income Tax Law has nothing to do
with black money. The depreciation rates
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under the Companies Act are proposed in
order that the annual report gives a true and
fair picture of the state of affairs of the
company which is necessary from the paint
of view of declaring dividends, etc.

Mr. Geeta Mukherjee wondered how
the interests of depositors is going to be
protected. | have already said earlier how
this is proposed to be done. She wanted to
know whether provisions will take care of
companies like Peerless. She may be aware
that there are other provisions in the Act to
take care of different kinds of problems.

SHRI THAMPAN THOMAS: What
about other companies such as Aditya, Jana
Priya, etc.

SHRI J.VENGAL RAO: You please
send me a list of all those companies and |
will certainly order an inquiry. | have no soft
corner for any of those companies.

The CLB had passed an order under
Section 408 of the Companies Act appoint-
ing Government directors of the Peerless
Company. Of course, as at present this order
is stayed by a court order.

| thank Shri Madhav Reddi who has
commended a number of provisions of the
Bill. I may clarify to him that there 1s no
provision that if ten depositors goto CLB and
say thatthe deposits are not repaid, the CLB
can pass such an order. The provision pro-
vides a forum to which a depositorcango. In
the beginning | have mentioned that after a
long time, after 32 years, we had introduced
this Bill in Rajya Sabha. The Rajya Sabha
had passed it.

Now, it is before you for consideration.
With a good intention to take care of all the
interests of the people that | have brought
this Bill before - this House.

Ithink all the Members will support this
Bill.
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MR. CHAIRMAN:  Now, | will put
Amendment number T moved by Shri Bhat-
tam Srirama Murty to the vote of the House.
Amendment No. 1 was put and negatived.

MR. CHAIRMAN: | shall now put the
motion for consideration of the Billto the vote
of the House.

The question is:
“That the Bill further to amend the
Companies Act, 1956, as passed
by Rajya Sabha, be taken into
consideration.”
The motion was adopted.

MR. CHAIRMAN: The House will now

take up Clause-by-Clause consideration of

the Bill.

There is no amendment to Clauses 2
and 3.

The question is:

“That Clauses 2 and 3 stand part-of the
Bill.*

The motion was adopted.
Clauses 2 and 3 were added to the Bill.
Clause 4 (Amendment of Section 102)

SHRI BHATTAM SRIRAMA MURTY
(Visakhapatnam): | beg to move:

Page 3,— after line 28, insert

“Provided that the Company Law
Board shalltunction independently
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as on autenomous Board.”

The Hon. Minister during the course of
his reply has made it adequately clear that
he took into consideration the view points
expressed by different sections of the soci-
ety including the Chartered Accountants and
also the various industrialists, journalists,
specialists, judiciary and everybody else.

Now, | would like to urge upon him to
once again go through the Sachar
Committee’s recommendations. They have
categorically mentioned that the Company
Law Board should function independently
and autonomously and it should not be
subject to any restrictive provisions or it
should not be subject to any subordinate
position and it should not receive directions
from the Government. As the Hon. Minister
has mentioned in the beginning that it is the
best of intentions and therefore | am sug-
gesting and eamnestly requesting him in view
of the recommendations made by the Sa-
charCommittee’s Report, let the Hon. Minis-
ter accept the Amendment which is “the
Company Law Board may be given autono-
mous power”. That was the recommenda-
tion of the Sachar Committee. Is it so or is it
not so?.

SHRIJ. VENGAL RAO: The provisionis
suggested for insertion after sub-section(5).
The only clarifies that the Company Law
Board should function independent of the
Central Govemment. The reconstituted
Company Law Board as proposed in new
sub-clause (6), will be independent and
quasi-judicial Board. | am, not, therefore,
accepting this amendment.

MR. CHAIRMAN: Now | shall put
Amendment number 9 moved by Shri Bhat-
tam Srirama Murty 1o the vote of the House.

Amendment No.9 was put and nega-
tived.
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MR. CHAIRMAN: There are no amend-
ments to Clause 5,6,7. | now put Clauses 4
to 7 together to the vote of the House. The
question is:

*“That Clauses 4 to 7 stand part of the
Bill.”

The motion was adopted.
Clause 4 to 7 were added to the Bill.
Clause 8 (Amendment of Section 56)

SHRI BHATTAM SRIRAMA MURTY: |
have two amendments to Clause 8. | beg to
move:

Page 5, line 16:-
after “prescribed” insert.-

“which may also offer the applicant
sufficient information regarding the
financial position of the company to
enable him to decide whether to
apply or not for shares or deben-
tures.”

Page 5, lines 19 to 21,—

for ~on a request being made by
any person before the closing of
the subscription list be furnished to
him.”

Substitute—

“accompany with every application
from issued by the company;”

The point is this. What lurge inthese amend-
ments is that the financial position of the
company should be adequately known to the
applica nt. Unless it is. made known to him,
he may not be able to exercisé his choice,
whether he should subscribe for them, or
whether he should become a shareholder,
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or not become a shareholder. Unless the full
and complete financial position and status of
this company is given, it is very difficult for
him to exercise his choice. Therefore, what
| urge on the Minister is that he should
consider this—because he is motivated by
the best of intentions—with a view to safe-
guarding the position of the shareholders.
What | request him is that information in full
be supplied to the shareholders. Then alone
he will be able to take afree and indepencant
decision. Therefore, | urge the Minister to
accept my amendments.

SHRI J.VENGAL RAO: The first
amendment is not acceptable, as the Gov-
ernment will consider prescribing contents
of the Memorandum containing the salient
features of the prospectus. Relevant mate-
rial, including financial position etc. required
by investors to decide whether they should
invest in the shares of the company or not,
will be made available.

Now about his second amendment. The
amandment suggested is that the prospec-
tus should accompany the application form
issued by the company. This is an existing
provision. As per the Bill, it is proposed that
while an investor will be provided with only a
Memorandum containing the salient fea-
tures of the prospectus, full copy of the
prospectus, which is a voluminous docu-
ment, will be provided on request. This has
been proposed with a view to cut down the
cost of public issue. In view cf this, | am
unable to accept this amendment.

MR CHAIRMAN: | now put amend-
ments No.2 and 3 moved by Shri Bhattam
Srirama Murty together to the vote of the
House.

The Amendments No.2 and 3 were put
and negatived.

MR. CHAIRMAN: There are no amend-
ments to Clauses 9 to 14, So, | put Clauses
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9to 14togetherto the vote of the House. The
question is:

“That Clauses 9to 14 stand part of
Bill".

The motion was adopted.
Clauses 9 to 14 were added to the Bill,
Clause 15 (Amendment of Section 108)

SHRI BHATTAM SRIRAMA MURTY: |
have an amendment to Clause 15. | beg to
move:

Page 8, line 13,—
add at the end—

, ‘and after sub-section (ID), the fol-
lowing sub-section shall be in-
serted, namely:-

“(IE) No company registered
under the Monopolies and Re-
strictive Trade Practices Act,
1969 shall invest any amount in
any other corporate body or a
partnership firm without the prior
approval of the Central Govern-
ment.”.’

My submission is this: ‘No company regis-
tered under the Monopolies and Restrictive
Trade Practices Act, 1369 shall invest any
amount in any other corporate body or a
partnership firm without the prior approval of
the Central Government.’ | have only said
that the Central Government may be em-
powered to enforce the decision. Without the
knowledge of the Government of India, let
them not go ahead with this, because during
my preliminary remarks, during my earfier
speech itself, | have made it very clear thata
number of subsidiaries have been floated, a
numbar of organisations have come into
being; and they are fictitious, they are bogus,
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they are not able to function because they
have got only one registered office. A num-
ber of subsidiaries are there. They are there
only with a view to serve the purpose of tax
planning, with a view to circumvent various
regulatory proceeding; and, therefore, with a
view to enable the Government to exercise
sufficient caution, | want Government's
concurrence, Government's clearance to be
obtained first, before they come in to float
these organizations. Therefore, | am only
saying this to strengthen Government's
hands, and not otherwise. Therefore, let the
Minister accept this amendment. That is my
suggestion.

SHRIJ.VENGAL RAO: Mr. Dandavate,
that is not the question. Mr. Rama Murty has
forgotten that there is another MRTP Act. h
is suggested that MRTP company should
invest in other company or partnership firm
with Government's approval only. Invest-
ment by MRTP companies are regulated
under the MRTP Act in addition to Section
372 of the Companies Act. Accordingly, the
amendment is not acceptable.

MR. CHAIRMAN: Now | put amend-
ment moved by Shri Ramamurthy to the
Vote of the House.

The Amendment No. 4 was put and
negatived.

MR. CHAIRMAN: There are no
amendments to Clauses 15 to 29. | now
put Clause 15 to 29 together to the vote of
the House. The question is:

“That Clause 15 to 29 stand part of
the Bill.”

The motion was adopted
Clauses 15 to 29 were added to the Bill.

Clause 30 (Amendment of Section 217)
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MR. BHATTAM SRIRAMA MURTY
(Visakhapatnam): | beg to move:

Page 13,—
after line 32, Insert-

*(f) break up of expenditure on
Research and Development, new
products/processes patented;

(i) Total number of employees in
different categories together
with their emoluments,

(i) concessions and subsidies
available,

(i) information on capacities,
production, stocks and sale,

(iv) expenditure incurred on guest
houses, and air-travel,

(v) prosecutions and proceed-
ings launched against the
company and its directors by
various departments of the
Government,

(vi) names of the fifty sharehold-
ers and their holdings and
other directorships held by the
members of the the Board of
Directors,

(vi) complete replies to the objec-
tions raised by Auditors;

Provided that no exemptions shall
be granted by the Government, to
any class of companies from com-
pliance with any of the require-
ments specilied above.” (5)

* Page 13,—
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after line 32, insert-

“(fy break up of expenditure on
Research and Development, new
products/processes patented;

(i)

(i)

(iii)

(iv)

(v)

(vi)

(vii)

(viii)

(ix)

(x)

total number of employees in
different categories together
with their emoluments,

concessions and subsidies
availed,

information on capacities,
production, stocks and sale,

expenditure incurred on guest
houses and air-travel,

prosecutions and proceed-
ings launched against the
company and its directors by
various depariments of the
Government,

names of top fifty sharehold-
ers and their holdings and
otherdirectorships heid by the
members of the Board of Di-
rectors,

complete replies to the objec-
tions raised by Auditors,

pollution control measures
undertaken by the company,

particulars of sick units owned
by the company,

the number of meetings of the
Board of Directors held in the
year and attended by each of
the Directors together with, (a)
the expenditure incurred by
the company both in regard to
the sitting fees, travel enter-
tainment and (b) payment for

VAISAKHA 22, 1910 (SAKA)

(Amat.) Bill 498

professional services ren-

dered,
(xi) List of relatives of the mem-
bers of the Board of Directors
who are in the employment in
the company together with
their emoluments, qualifica-
tions, nature of duties and
other particulars;

Provided that no exemptions shall
be granted by the Government, to
any class of companies from com-
pliance with any of the require-
ments specified above. (11)

This is a very simple and straightfor-
ward amendment which should be normally
accepted by any reasonable person, espe-
cially by the Minister, who is a very well
intentioned person. My amendment No.5
reads like this:

“(f) break up of expenditure on
Research and Development's new
products/processes patented
should be given.”

This is the information which is required
by me. What objection he will have got? k
further reads as follows:

*(i) total number of employees in
different categories together with
their emoluments,”

Now what is being done is that people
with higher bracket income, pay scale, get-
ting more than Rs.3000/-, some such infor
mation was given to us; but the rest of the
information was denied to us. Therefore,
what | requested was that the entire informa-
tion may be given so as to subject it to the
scrutiny of the general shareholders. Let it
be known to the public so that everybody
understands this, where we stand, what is
being paid, to whom it is being paid, how
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many people are working,how many people
are not working, how many people are
employed. On an earlier occasion, | pointed
that even the employment date was not
available with us because the Government
was also finding it difficult to secure that
information; that is the position which | the
‘other day, pointed out. Then it further reads
as follows:

“(ii) concessions and subsidies
availed,”

Various concessions and subsidies are
made available by the Government. | would
like to know whether they are availed and to
what extent they were availed. If further,
reads as follows:

“(iii) information on capacities,
production stocks and sale,”

| have tried to make it very clear in the
beginning that most of the private sector
companies and also large companies are
under utilising their capacity their under utili-
sation of capacity has been experienced.
Therefore, let us know to what extend they
are able to fully utilise their capacity? How is
it that they are also running sick and all that?
Unless that information is given to us, it is
very difficult for anybody to exercise an inde-
pendent judgment of the matter. Therefore,
all vital statistics which are in the public
interest - | am requesting the Hon. Minister
- should be incorporated in this and be
placed before the general public; not only
that, but also before the share-holders. It
further reads as follows:

“(iv) expenditure incurred on guest
houses, and air-travel,”

The Ministry is keenly interasted in avoiding
wastage and reduction of expenditure and
proper utilization of the fund available in the
best interests of the country. | am referring to
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the wastage which are occurring day-in-and-
day-out by every company. On all occa-
sions, this has been in the Public interest to
do it. Everybody is interested to know about
it. Therefore, what | wanted is that let every-
body understand what is happening there
inside this particular organization and an
entarprise. Therefore, the record of expendi-
ture incurred on guest houses and air-fravel
should be made available to us; because ,
after all, this is a public money and 80 per
cent of the money is generally being contrib-
uted by the public sector Institutions and
most of the money is also coming from the
public by way of shares and debentures and
things like that. Therefore, we have a rightto
know this. What is happening inside this, we
should know.

Similarly, prosecutions and proceed-
ings launched against the company. Some
of the Managing Directors who are respon-
sible for some of the units running sick, will
have to be disqualified. They will not be able
to go back again and join any of the public
sector undertakings and the Government
should not help them in any manner to join
some other organisation. They will have to
suffer the consequences for their acts of
omissions and commissions. Therefore, let
us know whatis happening. So, what | say s,
prosecutions and proceedings launched
againstthose people should be known to us.
Therefore, it should also be very clearly
incorporated therein.

Then, names of top fifty shareholders
and their holdings and other directorships
held by the members of the Board of Direc-
tors should be given. Because, there are
family concerns, family houses and one by
one all the members of the family, all adults,
everybody becomes a director, each person
gets a few lack of rupees per month. Ans so,
all these details should be known, and how
these organisations are being run, that infor-
mation | wanted to be supplied to the share-
holders.
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Similarly, complete replies to the objec-
tions raised by Auditors should be given.
This is a very serious matter. Auditors are
there. Normally, generally, they do not make
very serious objections. And, if at all they do
it only by way of suggestions, and give
general hints, that something is wrong, it
may be rectified. Even that, they will have to
give. This is statutory obligation. They will
have to answer on those points. lf we go
through the annual repofts we see that they
will never answer them. They cannot afford
todo that. They cannot go scot-freeifthey do
that. Then they are punishabla. Therafore,
what | suggestisthatto every objection raise
by the Auditors answer should bé given and
the annual report should incorporate the
reply on the objections raised by the Audi-
tors.

And again, about pollution control
measures undertaken by the company. This
has been our experience. Our Chief Minis-

ter, as a Chief Minister and even otherwise -

being in charge of the Insurance Depart-
ment, he knows fully well, that the towns are
getting suffocated. And most of the Indus-
tries which have come into being, they do not
instal the necessary anti-poliution equip-
ment, because it is costly and it I1s very
difficult. And most of them, in spite of the
directives being given by the Government
and other various organisations, also, they
are resisting them. They are not doing it.
Therefore, it has to-be known, what are the
requirements for the public safety and
health, whether it is hazardous for public
health, whether anything has been done or
notdone, we must know that. And, therefore,
poliution control measures about which this
Government seems to be very particularand
v‘ory conscious, should be given. Therefore,
| adopted only that standard. | wanted that to
be implemented here and that information
should be given, very clearly and
adequately.

Finally, information about the sick units
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owned by the company, should be given.
Because a number of companies, as |
mentioned earlier, number of subsidiaries
are there, some of them are running into
losses. Of course, some of them are tlourish-
ing. They are prosperous, they are minting
money, they are minting profifs. | do agree.
But then, individually, independently, on
account of each single one,what is the finan-
cial position, we wanted to know, because
the figures are given in a broad general
aggregated manner. Therefore, what |
wanted is, particularly in respect of each
such unit we_must be able to know the
financial position. We will assess that, we
understand that. That only we will be able to
decide. Therefore, what | wanted was, par-
ticulars of sick units owned by the company
should be given; because ultimately it will be
the Government's baby and they will say,
‘hands up'. Most of the people will go, and
they will be thrown out of office. Therefore,
somgthing is requiredto be ddne. Let ustake
notice of this. So, that information with re-
gard to the whole company must be given.

Then, the number of meetings of the
Board of Directors held in the year end
attended by each of the Directors should be
given. Most of the directors, nominated by
the Government generally do not turn up at
the annual general meetings of the Board of
Directors. They are non-functional, they do
not attehd. They are absentee landlords.
Then, if at all they attend, they do not play
any role.

PROF. MADHU DANDAVATE
(Rajapur):They are like the Government that
appoints them.

SHRI BHATTAM SRIRAMA MURTY:
They are like the Government that appoints
them! Yes, | stand corrected.

So, this is the position. Therefore, what
| want is, how many meetings were held and
how many directors attended, that informa-
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tion must also be given. If it is not known, it
may be mentioned so, clearly whatever is
done, how many directors are attending,
what other directives are being given, other-
wise, what type of control you will be able to
exercise over the units for which you have
appointed directors. Therefore, the relation-
shipto thecompany, the role of the Directors
and the part played by them— everything
must be clearly known.

Then 'list of relatives of the members of
the Board of Directors who are in the em-
ployment in the company together with their
emoluments, qualifications, nature of duties
and other particulars’—this information is a
must, It will serve the interest. Shri K.S.Rao
may not agree with me, that is a different
matter, because he is only to oppose me and
not to support me. Ultimately, Sir, public
finance is coming from the public financial
institutions. i you appoint your own man and
eamn lakhs of rupees, eight persons in a
family then it is highly objectionable. We will
not accept it. In any case, let us know where
we stand. Therefore, | request that this infor-
mation be furnished.

Finally, ‘Provided that no exemptions
shall be granted by the Government, to any
class of companies from compliance with
. any of the requirements specified above'.
Sir, the Government year after year have
been granting exemptions to certain indus-
tries from production of certain very relevant
vital information with regard to the produc-
tions sale, and the type of products, which
they are manufacturing.They easily fail to
give these information because they got
exemption. | do not understand why the
Government is giving exemption. Therefore,
| suggest that no exemption should be given
to any company whatsoever, from producing
all these details with regard to the quality,
quantity, production, sale or various com-
modities and they must be invariably be
given. The right of the Government to grant
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exemption invariably year after year mustbe
witHdrawn totally and they must be forced no
submit this information for the scrutiny of the
shareholders.

SHRI J. VENGAL RAQ: Sir, | am very
happy and congratulate my erstwhile col-
league ShriBhattam Srirama Murty because
he has taken lot of pains for studying this Act
in detail.

| am not accepting his amendments
because the expenditure of R&D is a matter
relating to the disclosure in the profit and loss
account forming part of Schedule VI to the
Act. any alterationin the aid Schedulecanbe
done by issue of notification in the official
gazette under Section 641 and no amend-
ment of the Act is required. Informations
regarding capacity, production, stock and
sale already form part of Schedule VI. In
view of this, the suggestion for amendment
is not acceptable. | hope, my friend will
withdraw his amendments.

SHRI C.MADHAV REDDI: If you give
assurance, then he will withdraw it.

MR. CHAIRMAN: Do you wish to with-
draw your amendments?

SHRI BHATTAM SRIRAMA MURTY: If
there is any assurance, then there is no need
for me to insist on my amendments.

SHRI J.VENGAL RAO: We have got
power under the existing Act.

SHRI BHATTAM SRIRAMA MURTY:
The Hon. Minister has assured us to con-
sider all and incorporate them in the rules , if
they are not there. Therefore, there is no
need for me to insist on my amendments.
Centainly it will be considered by prominent
lawyaers. | have no vested interest. You know
very well | do not have any industry. |am not
an industrialist.
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MR. CHAIRMAN (SHRI N.VENKATA
RATNAM): It is not a question of insisting or
not insisting. Are you prepared to withdraw
your amendments?

SHRIBHATTAM SRIRAMA MURTY:In
view of the assurance, | withdraw it. | seek
leave of the House to withdraw my amend-
ments No. 5 and 11.

MR. CHAIRMAN: Has the Hon. Mem-
ber leave of the House to withdraw his
amendments?

SEVERAL HON. MEMBERS: Yes.

Amendments no. 5 and 11 were, by leave,
withdrawn.

MR. CHAIRMAN : The question Is:

“That Clause 30 stand part of the
Bill.

The motion was adopted.
Clause 30 was added to the Bill.
Clause 31 (Amendment of Section 219)

SHRIBHATTAM SRIRAMA MURTHY:
| beg to move:

Page i4.-
Omit lines 21 to 39

Page 14, line 44, -
after “deposit® insert—
and all recognised stock ex-
changes share holder associa-
tions, Institute of Chartered Ac-

countants of India, Institute of
Company Secretaries of India,
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Institute of Cost and Works Ac-
countants of India and Research
Institutions receiving funds from
the Government of india”® (7)

Page 14, line 44,-

omit “on demand” (8)
Page 14, line 48, -
add at the end,-

*and also after the annual general
meeting (AGM) is held, the com-
pany shall supply the summary of
the proceedings of the meeting to
its share holders.”(12)

Clause 31(2) says:

“That any member or holder of deben-
tures of a company and any person from
whom the company has accepted a sum of
money by way of deposit; shall, on demand,
be entitled to be furnished free of cost with a
copy of the last balance sheet of the com-
pany...” | wanted ‘on demand’ to be deleted
and it should be obligatory on the part of the
company to furnish the balance-sheet. You
will have to make in compulsory ontheir part.
It is not a question of demanding on the part
of the somebody. ltis not necessary thatthe
share holder should exert himself, spend
some money and put up a demand. This
unnecessary correspondence and transac-
tion can be avoided. Straightway you can
say that it is obligatory on their part to send
the balance-sheet elc.

SHRI J.VENGAL RAO: The Hon.
Member wants to delete the proposal made
in the Bill relating to sub-section (1) of sec-
tion 219. kt is provided in the Bill that in case
of listed companies, if they sodesire, instead
of sending full annual accounts tothe share-
holders, they have option to send a state-
ment containing the salient features theteof,
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as prescribed by the Government. However,
full copy of the annual accounts shall be
made available by such companies to the
share-holders and depositors on demand,
free of cost. The proposal is made with a
view to save costs in printing of detailed
accounts, as prescribed by the Act. The
same is in the interests of the companies as
also the share holders, who will be provided
with the required information relating to the
annual accounts of a company. Hence the
suggestion for amendment is not accept-
able. The Hon. Member has also suggested
that that the companies should also send
annual accounts to all recognised stock
exchanges, share holder associations,
three professional Institutes relating to Insti-
tute of Chartered Accountants of India, Insti-
tute of Cost and Works Accountants of India
and the research Institutions funded by
Government. The listed companies are re-
quired to submit annual accounts to the
stock exchanges where their shares are
listed. Apart from that accounts are open for
inspection to any member of the public.
Hence the suggestion for amendment is not
acceptable.

SHRI BHATTAM SRIRAMA MURTY:
The Hon. Minister has just now observed
that it is with aview to reduce the expenditure
that he is not in a position to accept this. This
is the sum and substance of whatever is
stated by him just now. It appears that the
Minister has got in touch with various sec-
tions including various other companies, etc.

Has anybody clearly ever suggested that .

this should not be printed in that number to
save cost? Has anybody said that? Which is
the party which has suggested that?

SHRI J.VENGAL RAO: You know it
very well that so many share-holders will not
see the books. Also by proxy they will work
in these companies. There is a provision for
_ that, That is why, printing of so many copies
will be just waste of money. If anybody is
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particular that he should geta copy of it, he
will get it free of cost.

SHRI BHATTAM SRIRAMA MURTY:
That way tomorrow you can say that since
MPs do not read the reports, they should not
be supplied these reports.

'SHRI J.VENGAL RAO: Sir, here in
Parliament, Shri Srirama Murty cannot vote
in proxy, whereas there they can vote in

proxy.

MR. CHAIRMAN: Mr. Bhattam, are you
prepared to withdraw your amendments?

SHR| BHATTAM SRIRAMA MURTY:
No, Sir, | am insisting on them.

MR. CHAIRMAN: I will put amendments
No.6,7,8 and 12to Clause 31, moved by Shri
Bhattam Srirama Murty, to the vote of the
House.

Amendments Nos.6 to 8 and 12 were put
and negatived.

MR. CHAIRMAN: There are no amend-
ments fo clause 32. So, | shall put both
clauses 31 and 32 together to the vote of the
House. The question is:

“That clauses 31 to 32 stand part of the
Bill.”

The motion was adopted.
Clauses 31 and 32 were added to the Bill.
Clause 33 (Amendment of Section 224)
MR. CHAIRMAN: For Clause 33, there
is one amendment No.10 by Shri Vijay
N.Patil. Are you moving your amendment,

Mr. Patil?

SHRIVWAY N.PATIL(Erandol): Ibeg to
move:
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after line 15, insert,-

*in Explanation-l, after part (b), the
following parts shall be added
namely,—

*(c) in the case of Cost Auditors,
twenty companies irrespec-
tive of the amount of paid-up
share capital of those compa-
nies”.’(10)

While bringing the general amendments to
the Companies Act, it was not necessary to
bring this amendment of bringing parity be-
tween the Chartered Accountants and the
Cost Accountants. Earlierthese was no limit
to the number of companies which could be
audited by the Cost Accountants in a year.
But amendment is brought to section 233B
of the Act and it is sought to bring parity as
per section 224(1B) of the said Act, between
the Chartered Accountants and the Cost
Accountants. It is just like reducing the
height of one person in order to bring him to
the height or a third shorter person, How are
they comparing Cost Accountants and
Chartered Accountants, ldo not understand.
The number of Chartered Accounts in this
country is about 30,000 and the number of
companies which can be audited by them is
more than 1,50,000, whereas the number of
Cost Accountants is far less and also the
category of companies which can be cost
accounted is about 35. The total number of
such companies which fall under these 35
lypes of categories is also smali. Of course,
the idea here is that there should be twenty
companies which can be audited, as part-
ners of a firm or individually, by the Char-
tered Accountants as well as the Cost
Accountants...(/nterruptions)

MR. CHAIRMAN: Don't elaborate too
much. It has already been circulated and
read by the Membars. So, you need not
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SHRI VIJAY N.PATIL: Just | am finish-
ing in a minute, Sir. There is one clause
added there that out of the twenty compa-
nies, which can be audited, ten companies
should be having less than Rs. 25 lakhs as
paid up share capital. it is not mandatory for
the companies, with a share capital of Rs.25
lakhs or with the investment in plant and
machinery to thetune of Rs.25 lakhs, to have
cost accounting.

17.09 hrs.

[ MR. DEPUTY SPEAKER In the
Chair. |

Financial accounting is a must, but it is
not mandatory to have cost accounting. So,
virtually for the Cost Accountants, the num-
ber of companies will be brought down to
ten, while the Chartered Accountants will be
able to audit twenty companies. So, if you
want to bring party between these two type
of Accountants, | have brought my amend-
ment that the limit of Rs.25 lakhs share
capital should be removed inthe case of cost
accounting. That is my amendment.

SHRIJ.VENGAL RAO: Sir, | am oppos-
ing this amendment, but | must say a few
words. The ceiling on the number of Cost
Audits is being regulated for the first time in
this Bill on the basis as statutory financial
audit ceiling. This will help in avoiding con-
centration of cost audit with individual cost
Auditors, which I feel is a healthy practice.

MR.DEPUTY-SPEAKER: Mr. Patil, are
you withdrawing your amendment?

SHRI VIJAY N.PATIL: Yes, Sir.
MR. DEPUTY SPEAKER: Has the Hon.

Member leave of the House to withdraw his
amendment?
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SEVERAL HON. MEMBERS: Yes.

Amendment No.10 was, by leave, With-
drawn.

MR. DEPUTY-SPEAKER: There is no
amendment to Clauses 31 to 51. So | now
put clauses 33 to 51 together to the vote of
the House.

The question is:

*That Clauses 33to 51 stand part of
the Bill.”

The motion was adopted.
Clauses 33 to 51 were added to the Bill.
Clause 52 (Amendment of Section 372)

SHRI BHATTAM SRIRAMA MURTY: |
beg to move:

Page 22—
after line 23, insert

“(aa) after sub-section (17), the
following sub-section shall be in-
serted, namely:- )

“(1A) No company registered un-
der the Monopolies and Restrictive
Trade Practices Act, 1969 shall
invest any amount in any other
corporate body or partnership firm
whether incorporated in India or
outside without the prior approval
of the Central Government.”.’(13)

Pm 23n—
omit lines 1 to-5.(14)
P* 23,—

for lines 1 10 5, substitute—
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‘(d) for sub-section (14), the follow-
ing sub-section shall be substi-
tuted, namely:-

“(14) No company shall have more
than one investment company as
subsidiary.”.’(15)

Sir, | am moving all my above amend-
ments. | congratulate the Minister for coming
forward with certain restrictions and condi-
tions. But then | am not fully satisfied with
this. Whart | am suggesting is that no com-
pany shall have more than one investment
company as a subsidiary. That is the sug-
gestion which | have made.

SHRI J.VENGAL RAO: He mentioned
about M.R.T.P. Act here. | will come with
amendmaents to the MRT PAct in the next
session. You are again mentioning the
same.

MR. DEPUTY-SPEAKER: Are you
withdrawing Mr. Bhattam Sri Rama Murthy?

SHRIBHATTAM SRIRAMA MURTHY:
Now, in view of the assurance given by the
Minister that it would be considered at the
time of bringing amendments to the MRTP
Act in the next session, | think there is no
need for me to press my amendment.

MR. DEPUTY-SPEAKER: Has the
Hon. Member leave of the House to with-
draw his amendments?

SEVERAL HON. MEMBERS: Yes.
Amendments No. 13 to 15 were, by
leave, withdrawn

MR. DEPUTY-SPEAKER: The ques-
tion is:

“That Clause 52 stand pan of the
Bil."
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The motion was adopted.
Clause 52 was added to the Bill.
MR. DEPUTY SPEAKER: There is no
amendment to Clauses 53 to 68. The ques-

tion 1s:

“That Clauses 5310 68 stand part of
the Bill."

The motion was adopted.

Clauses 53 to 68 were added to the Bill

MR. DEPUTY SPEAKER. Now the
question is:

“That clause 1, the enacting

formula and the Long Title stand
part of the Bill.”

The motion was adopted

Clause 1, the Enacting Formuila and
Long Tite were added to the Bill

MR. DEPUTY SPEAKER: The Minister
SHRI J.VENGAL RAOQ: | beg to move;
“That the Bl be passed.”

MR. DEPUTY SPEAKER: The question

“That the Bill be passed.

The motion was adopted.
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BHARAT PETROLEUM CORPORATION
LIMITED (DETERMINATION OF CONDI-
TIONS OF SERVICE OF EMPLOYEES
BILL)

[English)

THE MINISTER OF STATE OF THE
MINISTRY OF PETROLEUM AND NATU-
RAL GAS (SHRI BRAHMA DUTT): I beg to
move:

“That the Bill to empower the Cen-
tral Government to determine the
conditions of service of the officers
and employees of Bharat Petro-
leum Corporation Limited and for
matiers connected therewith, be
taken into consideration.”

Sir, before | go into the Bill, | would lke
to point outthat a mistake has occurredinthe
Bill. In the statement of Objects and Rea-
sons wherever the word “Tribunal® occurs
may be read as “Court”.

Sir, there is a historical background
which calls for the necessity of bringing
forward this Bill before this House. Prior to
1976, the Burmah Shell had two companies
in India, namely, the Burmah Shell Refiner-
ies as well as its Marketing Organisation.
Both were nationalised in 1976. Nationalisa-
tion of India Act 1976. Afier the nationalisa-
tion of the company, the company has been
able to enter into HPL with all the employees
in accordance with the public norms except
for a few categories, that is, pre-nationalisa-
tion clerical employees, employees of the
Marketing Division of the Bombay Region,
of the clerical and lsbour categories of the
Refinery. While the pay of the employees of
the pre-nationalisation with whom fresh set-
tlement could not be arrived at, has been



