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5.47 b
COMPANIES é NDMENT) mu.
(OMISSION OF SECTIONgo)—Contd.

MR. DEPUTY-SPEAKER : We
take up further consideration of the follo-
wing motion moved by Shri Madhu
Limaye on the 21st March 1975 :

“That the Bill further to amend thc
Companies Act, 1956, be taken into
consideration”’.

Shri Madhu Limaye may continue
his speech.

(SHRI DINESH CHANDRA GOS.
WAMI IN THE CHAIR).

ot o foewd (atwr) : oo fadas &
R fE 1956 &N FuA) FATE
IEW THT 90 W 3T fagr M F@
WIE AW FEAC AT 7 Wi
W 90 T AW FH FCHT X
aanfaes et gl &Nt & S -
FC FNEAMATH Brg F FwAaw  WA-
FEQTA *) ¥ fagr | T W wTEtr-
WA 1956 FF g * Al § T
IFT S0% ITATT T FEAAl ¥ ¥/
THRE AR & 3T qa2T 9 arfia-
w7 fas s 21 %fsT 1056 & wram)
A ® 72 wm 9 fe §fs I
syeEreeT 1§ arms af gEre
THA  qqE 97 AR M) fezd & @z
ar1aT faear ea1 § Sfow faqg oW &
graTor 4 OXE AT oA NIE F
ol Al & @1 3Tw w1 fefage a8
famar #x gareg w7 FEAE 59
qUAT  wwfaay o1 aqare faar m QT
T gy e ar fe v weqlhai A TR
s §t Az w1 afgsre @m A
fanm) @f soafemt ®9m o7 & SwF
nogwes  ®  aifer o afwsre Y
BT oggd 9% o fegrew d vad
T wg FEEA) W1 0 * F e W
FeiRe & At ¥ aear waer ¥
48§

caxjorly Shavebaiders 0. sanage
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the affairs of the company through
their chosen directors, the Company
Law Board pointed out to the Counsel
appent:nz for the intervenors that

Kapadu are not the mlJOI'iU
whose voice deserves predominamoc
in the conduct of the management
of the company'’.

“In this context it was notcd by the
Company Law Board that the so-
called majority claim by Kapadia
Group was becausc of the historic
chance of voting rights being allowed
in this company to preference share-
holders and not because the Kapadia
Group has majority of equity holding.
From the breakup of the equity hold-
ing of the company as on II may
1973, the datc of the annual general
meeting, it was noted that out of
3,99,085 ordinary shares the Kapadu
family owned only 146 shares,.

Out of four lakh shares, only 146 shares.

Lven taking into account the
holdmga. of Messrs. B. B. Petroleum
Company and Maganlal Chaganial
Privatc  Company, they controlled
only 3263 shares, which was even
less than one per cent of the total
equity share capital of the company.
The basic democratic prrmmple under
lying the Companics Act is that
the right to manage a company vests
in the cquity sharcholders and notin
the prefercnce sharcholders. It is
because of this basic concept that
it_has bren provided in section 87
of the Acl that preference share
holders could cxercise voting rights
only in very limited situations. Pre-
ference sharcholders undertake no
risk unlike equity sharcholders and
that is why preference share holders
have no voice in the election of
directors."

mAr  wwa sgew gafen faar fe
AT FHA FAAT & TF A 6
grvares femrar, AT o7 qE WA
g arxar fr Te¥g 7T Hved W)
e w STINNT S gEd -
fafy wofaad & o o¥e wr afewmicd
IAE) B4 g 4 AR g R R
aro¥ amar, Afpr dae e weTEd
Sat & mgi Prelw famr dre
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ot wg forwrd]
fom &, @27 YN wreR arrearaw tear
o, %3 ewr faegw owiwa i s
wofeat & XX o) FTNEI @
@ A9 Y oqwy %) l—

“It is apparent therefore that the

s Group did indulge 1n un-
healthy practices with the avowed
object of acquiring controlling voting
power to dislodge the present mana-
gement  The means cmployed by
them were of a speculative character
Their interest in the large block
of shares acqured in the name of
benamidars, brokcrs and financiers s
to secure proxics whie thewr no-
minees also have no genuine interest
in those shares  The background
and antecedents of the Kapadia g10up
and the wy th ¥ st about sccuring
voting pow'r in the National Rayon
Clorporation a1e not such a3 to inspire
the fullest confidente 1n their own
competence  to manage the affairs
of the National Riwvon Cirporation
in the best inturests of the company
and 1ty sharcholders apd theie 19
room for doubt whether the interest
of the company would b thur  pr-
mary conuderation il they secure
full muierment control

araet qrad et w1 § W qgrogr |
afeze W Faqq7 Gy Ferarfcae
T NFofeTag 3,9 sTszwwa v
Wi¥en M gq & A E, et @
sl 1 fgawr 39% arg & 78 amm
wfEd | @ FAAN ATNE T TR HAAT
gar, e ®F =1 ap SEergan A
€T NI F Iz 9T AMF ATHTA
stved g%y fod | afead awwa
war g fr farr @w wied od) ang
gifren am & s37 & wraeg,
wAt d swfear % arg § oA W
e ) faegr ? v W O ae
¥ W & fviz & aigge qzaw)
Wt sfwwr foor fis Tote gax
Dnw . IWT W dw §, 9us) gq
faaree ¥ @ {1 S arrar wiger g e

APRIL 18, 1975
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wrafenr o W) Srarerer T wrdww W
frdforoy srod oo fiear ?

¥ amerd & wpEre  wrafy QY
¥gAd oy Wk dfed 3o T
fed 1 g5 W w1 N sy e A
et fed | gE A T adw A &)

®F FAT  AAWT I §EA AU
sy g Efe xfw wmfeqr woe
s A wrefr fafads & waced?
gk twd ford wuw) wEA o1 FEN
i fagrar 1 10 oz & afws TR
¥ wifyd —aw frae o1 0w fage ®
gemga fraraan ot arg ¥ g9& Fox
wree fawr 3 fad amed o sfies
s v s fad anfe $gz
1 A8 A9 TIC TG FD qIT A
10 TTHT FTHFA Z2T, 33 Irr= faafaq
a1 fem, 3% Iaew o feam)

a Q) nng fr v fasgw |an
DNE T F BTG R AT9A TH) AT H9A)
4, 348 =ATE F fag 30 wrE oy
fematryfy gadag ) woa 7 arefd
adgr amgr ¢ TAfYT Am gAT)
arawd I E

%8 Fmfear gy §a1 §, AR @A
w4 AT FIE ¥ 44T HTE, A A
A% qg% WA, § (AW &gF AAG a0
amar | afew 7 amed FEAl
Tigmr § fe 39% Sa-d-wq 9 sEAW
fed s wnfema * &4 iyt
NE1 v G NE ¥ g pqAfR
&1 faw feqr § afsq fer ) smyar ™
Y@ Z, anfat @ ?

qg W wafear gy §, AR Q9 A
g8 Zwew Quw) w1 W fyen g,
wifgre snfe famr 1 e amd g, o
Iew IR ¥ ard ¥ geere ¥ WA
gt o1 fe Faey o wod qEmA ST
qw ow gy vy, ifry sed & o
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& freroenr quorr ofte arye wy Pt
s aff G wg W o v gl
o firay TET WY

wead fedas & yrE i @
fags & smaTe @ Ak yAiAM &
fear &1 ¥fex go* oufR & wrddwr
feafed? wwdw i Fus formn ®
TgFT QAT E - —

“It is intcresting to know that the

Kapadia group of mills are the worst

defaulters in this regard. Not only

they do not produce their requisite

percentage of controlled cloth, but

they also default in the payment ol
fines imposed on them for this default.”

v Aty eeed: fonE fae sy ?

staq fawd : 22 Cr @ d, e g,
gopTd) ateel & ey 9T Ja fewr
Tar g

“Owver 50 percent of  the arrears of
unpaid fine standsin the name of the
Kapadias.’’

/M gara A e & fpa & faers
T FTA AT F94) §, TAR) IT A4t
9% FAE ? AwAw WA Fofwa ;
grée o ATEo Ho aro, YfAzger AT
thent itz o) afsas sreafoaa (=)-
g & w8 durd we fgew €, S
gifesr @ stcga A weqre ¥ gl
arfe srotear wg & gre ¥ Feme
Wa saRwa &1 fagwor aft amr
aifed | A T1g TR g fow @
il A § o

¥ ow a  ofews  wrefaas
(&lzgaee wra (aweds) faw, N ar
Us @R gfafy & erar ferodia ¢,
e ew W wef wT g § fa g
(gaw damrde &% wrw ¥fem) w
THiEn ®T ® e FToTCITA SR
oy A, Wc eoerd deaet ¥ o
fodr fafrw wivhwit #¢ W on fufow
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srrafare fElzgeey # o & st
* M TR W §, SN
st Fo wifgd, sEw T ¥ 5O ani-
e fagrrag fed wd g

g ATERATEE 24 AWt 1 A §
fael of¥ 1 42 qrE qEX T HY w1y
sad waraar Bfe e erieed o1
geasm i fe s X o gwa
w17, dAmifezfea OFE, § v o qw
qrg | sa® g8 FaerrQ W &) of
e wryd) & FrdaiT, FEa & dha-
e ¥ fAm-wsAET & a4t §4 3@
amsrl affesr w2 asd g, st g
ag amsr fesw s wfgn
16 hrs

g ofeN  eratved & fax 9%
qigEe F €T THF A AEE 1 awFA)
fe) s w1 fazare Dard, sa ¥ af
anad s ar § 3T AR,
wWw w1 omAE  gar &, @ 39 eqq
arfad) s1adves ) wg favaRrd Qi
ifs 0% ae ¥ W IF IO wia
grdafar fedr W a-TorC @ gy
fpar ar T & At 7Y

AW WH FT TA MTITEA K 73 W)
T ar & fF sore daaie &, O are
1qWT ¥, FA| TAT § T 0§
agTre fasgr §, A s arfad) srvey
732 w1I€ &1 fady ag) fear §, saw
H gwrR W o afid g, @
g7 aifad)  eralvew & faars f) w14~
A N awn

¥ et arixgs fegwa ad ax
fied, &fwr an qfre zez e fear e
arfe o arfe o arfe  arrfy wewrk
am ¥ §fr T WA ¥ gro
e WA waTO AT §W sepY
ot o r ark Dfeg, o amwaf
gAT 1 ary oy ¥ § e ag vl -
WA N AT §, drcwen aran
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Cferageed) o - futniiﬂ mmm-m
¢ e wer d ) "-'-_t-r'm!hm' o, & o wwﬂ

L §, 4y ¥ awwar § 1 ey qvge o
ARy frsward, o cort v §fw qar
fvig ifag, @' Fead) @ A a1 Jw
i qeak ¥ fag darc g adg

ax wrfrar & g ¥ wEl W

faqwer e ar, @ gREY Tanar v by
W fafedz  d Aoz &, s gEd e
¥t F1 g s §, @ e
wawn & @ fex oAl wr A
wreg wrd? gew v g fe ag
Wafee daaie afi ¢, oz affede
wgm aft g, ¥9ifs gaw e How
weie W e A @) O g
9@ ww § agl arar ¢ fx goeed 7.
ax foig &8 fsa

& 9 F A AEWT I AW g

T TP 1¥T @9T F ¥AA T E)
wg wm 5 | WEE FEa
FHA ¥ T IEAE T, AR qE N
Ffen Mz T 2WEH, AR ATH ¥4-

et ®Y, AT T A T AT el §
FEIT AF AT |

g gvafgar wT T A ?
Wt ¥ g ¥ s fama qae sy
g ImE? 57 AL arw T
wfd  ax a¥ma egly, o) B
et argeE, IAW WNT—I3 1968%!
qrr §—Ngw Fufea gz & fowrs
q% us dmienfearar) sEA Ty
w fr 3q A FAET ¥ fAg o9 FFAT
nEw = wa foar T, gW=e
W AT FT I A GFE W
wre % I No o §2fwaq o 9T
wear. frn, W g wwar ¥ foad w
e 5 & fees fer N
worh W) -aer s F & frar o fax

s hm eﬁtﬂiqxﬁsn-

aq |

¥for 7 fauﬁw\‘ufwﬂtmiwt
e HY W W v aft
9T WA TN & 32 A v Aew
;ﬂ?n;t w1 gug, mmm&m
L]

A T EY T AhwreT funn
frga frvte Rrgived & Nz ¥ afww
R FE AT G E amer g
gurr ®  gIx A Fean, o 9w a3
IR FC W AT W AN AfeA e
T { 9 ¥ dgaw WA FHRATH
fadaw A dwretw g WA S e
WX TGT Taa w7 Frar &1 gaw)
Sla ¥ wfgy, WfF Far qr e
* a3 fafm g 5 vow
TRaw & 0 arw dar Frn ¥, gEe
F® ¥ ITT Y, AT I AWK
frearc & fau feay &) seiez 2 w)
g g A T A AmI Y, A
Zxr "mr & ag, fasgir Fgrwa
adl, T8 ®ie ¥W §, A Tw WC
FATTAY 1 A3t W & 11 A W
qAfas qar Qm E, 72 s # qw
arad, Mfaza o Far arm 31 TR
FU ® W AN qNE1 TERA
g ¥ N qar Sk =if11, 2z i
grarg 1 afsa a3 a8 aFNT flawd
frarqe-anm sadw @i

%T FHORTT ) JI¥ ¥ (ygaAw
g sHTg wfag scgg wr e
o wifay froew dwrr 8 gz
F8 N dar WD, ww IN 5 AW
| mﬁwaﬂteﬁf’tmm f-mq'ff
w1 _ -

SHRI SOMNATH mxr.;m

thisisa very mﬂ%wm L:&hh.
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aﬂew“ the Statement of Object

--:‘;6 Limaye has said that
a8 as Companics were con-
cerpcd, M Act 1956, by
Section go, has saved the rights of pre-
fertnée sharcholders and put them on
par with the rights of equity sharcholders.
This is as obsolute provision andisdoing
a lot of harm. Sir, my friend is right,
g:fat prior C::u;:: very A1;;:(!!:::“ amcndmen;

the ieh t, thc pre-195

preference shareholders were free from
the restriction of Sections 87 of the Com-
panies Act which had provided for diff-
crent tﬁ of voting rights with regard
to preference shareholders and equity
shareholders; but, Sir, in 1973-74, we
have passed a bill by which necessary
changes have been cnacted. I believe
Limaye Ji has scen that, Sub-section
(3) of Scction 70 has now brought it into
the same position, so far as the pre-1956
shares are concerned, Therefore, one
of the main objects of the bill has been
fulfilled. No deubt about that; but I
am sure Mr. Limaye docs not wish to
press it so fur as sub-section (d) of old
Section 9o is concerned, breause he has
not either said anything about it. But
Section Bo also i) cludes private lilml‘:t:d
companies which are, I beleve, not in-
tended to be brought within the Sscope
of this amendment bill. But, Sir, I
very strongly support Mr. Limaye on
what he hassaid about the general function-

g of the Company Law Board and of

Central Government, so far as the Munistry
of Company Afluirs is concerncd. Sir,
the last amepdment bidl, you will Te-
member, had brought about  various
changes so far as the jurisdiction of the
tourt is copcerned. In  very important
matlers, in spite of oppotition, the court’s
jursdiction has been taken away and now
that power has been vested in the Company
Law Board. For that purpose, the new
amendment bill had provided for increas-
ing the strength of the membership of the
Company Law Board. And it is sur-
prising—unless I am wrong, for which
I may be corrected—that therc have
been no new appointments in the Company
Law Board and the old band is still there ;
although it was given to us to understand
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the High Court. But nothing has beea
du:a. For mthl&thil Government can-
not appoint members of the Company
Law Board. The court’s jurisdiction ‘has
been taken away in regard to Section 30 ;
the court’s jurisdiction has been taken
away in so many maticrs. Now You do
not have the time even to appoint the
new members to the y Law
Board. I do not know when this will be
done. Sir, so far as these preference
shareholders are  concerned, in view of
the fact that they have been conferred
certain additional rights by the Act itsclf,
this should not have been misused. Now,
how this misuse is to be stopped ? Who
is to supervisc that these companies are
functioning properly ? It is completely
and has almost become, 2 moribund orga-
nization ; and I agree with Mr. Limaye
that with so many nodsand head-shakings
in important quarters, the Company Law
Board decides matters. When public money
is involved in public companics—by pyblic
companirs I mecan the public companies
within the meaning of the Act—if public
interest has to be protected, then the
powers of the Company Law Board and
the Central Government  should Dbe
utilized properly.

So far as the functioning of the National
Rayon, which Shri Madhu Limaye has
referred to, is ‘concerned, I cannot but
very strongly suppor t him, so that Govern-
ment may institutc a proper uiry.
Although thrse misdecds Liave been rred
to on the floor of the House from time
to time, brought to the notice of the
Government, the Government seems obli-
vious. I believe this is not the only occasion
when a company, in psitc of its misdeeds,
escapes the provisions of the Compa-
nies Actand other Acts and flourishes,
because of Government support obvioualy,
which is being given as a quid pro gue.

I submit that the object of the Bill has
been more than substantially achieved
by rcason of b;hch'_am;lndmrqt which has
been passed by this House in section go
of the Act but the underlying object
of this Act should bc accepted by the
Government, and the Government should
take up this matter very seriously and try
to stop the misutilisation of the
of the Companies Act 50 that the various
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- pany Llaw’ ana inﬂulins vmh such

ﬂlttﬂ'l.. "

Therefore, l'ﬂnmgly nupportthe object
of the Bill. I would request the hon.
Minister' to give an assurance to this
House ‘that' these malpractices would not

 be tolerated, wmld be immediately ,gone .

inte, 8o that in future these provisions
of the Act may not be misutilized.

- ot e e wat (rEn): Wl @),
frwg P ot 7 W faw oEgE
frar &, ag age wieTg, ¥fFw  TEw
WS F g g gas fag o

Gy fkd €, & wa¥ it ¥ o9 www iy
sqIX aTHfaq FTAN WEAT | IEIT Fgr
g fo—

“This provision is particularly being
exploited by unscrupulous business-
‘men. The so-called house of Kapadias
has sought to capture the National
Rayon Corporation by ex IOIUIﬁ

* section go alth the total ia
interest of the Kapadias was only
8 per cent. Because of the mal-
practices indulged in by the Kapadias,
the Company Law Board had to
intervene in the  affairs of the Cor-
gc:munu several times. Even the
bay High Court has had to pass
strictures on the ways of the Kapa-
dias. It is therefore neccssary to do

-~ away with this evil once for all.”

gamafa oY, 98 F#oaT T w1 sRvR-
e W aT, NTF A fgaw v

" N NI I§ wge fodee 534 F

TN gy N thhge ¥ av ) 39
‘gz fedwe @D W A fond ag
- |, 37 fEld W 7 amd oA
g R e agtg o ag el
of\ ax ferd o & arTeSraza Tow Ay
Afamgedw A §i F 9€ W
 fawez w2 ® oE & qor 109 23
_f'-lﬁ'ﬂz FON TReT f—
" *“New Clause 10, The -Committee
" feel that the distinction made bythe
'j-.'ht!nldmb:tmwwfumoa

public company . before
'ﬁmaemtﬁh

e ae g8 Foild & ang mar o
grad @ T @ saew  fada
) w i Nemr § off e |
A Ig# uw Afrr s af-s
TFATE A 37 @ B A gy F
wTaaATE—

) }?a(;l Nothing in scctuj;m 85 to 8y

(b) apply to a private company unless
itis asubsidiary of a public t:om(.’um i

amg, W ffrw s R d
s dr sy g wwfew U m
frdze gfs = ax, faggd o) Fgeas
st @iFe fem amg de ow fam w)
gAfaned) g fear aim

q1a ar: g uF arcifew W do
700 997 71 41, Fad =M saraTeCm o
;Neft ¥ gr 97, f‘aﬁ 3o Frqfaal 71
grareT frar 7 &, 30 ©F ﬂifﬂ
parert femar 31 @ wwealqai fea aw
Jagh § ¥ axg d agm & @
say foeqd o 7 swfem o gone’
faar 1 T®) aga &) s=fAAT &Rz
N waw 3 of §ae gaw -
wr @ faee ¥ 0 o &, faR
ZIT ¥ AT AFOT a5 & el
1971 %A ITH QAwT ), 19737
Iy A g Reeg it
aafs vamer aff wyr §, fea 3wl
aefer wit §, samd) wp #1 ©
o ol W s §oedge Al
i wan §fr A ey ead 0 ¥

'-Mﬂnmmmﬁw m"
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in the legislation, the House of Kapu}ial
has acquired National Rayons Corporation,
with' only 89, financial interest in the
Corporation. The Company Law Board
intervened om several occasions in this
ncfarious activity of Kapadias. The
Bombay High Court passed strictures
on the affairs of the House oflgspuhu.

Limaye to bring forward this small piece
of legislation with the laudable objective
of deleting Section go of the Companics
Act which seems to be the source of all
mischief by Kapadias and others like
them. The Government should have no
hesitation in extending their approval
to this Bill though it has come from an
Opposition Member.

8ir, it is common knowledge that the
private sector monopoly  industrialists
create artificial  scarcity of essential
commodities by producing only 50% of
the installed capacity. They derive the
maximnm benefit from the rise in prices
on account of this artificial scarcity.
The monopoly industrialists  through
such devious means strengthen their stran-
gehold  on the economy of the country.
Their main concern is the personal gains;
they arc not bothered whether their
action affccts adversely the economy
or not. I say this b=cause Section go of
the Clompanies Act seems to be a con-
venient handle for them and it hep's in
the growth of monopolies in the country.

As on gist March 1974 there are 3347
companies inthe private sector with an
authorised capital of Rs. 510 crores. The
private sector takesup industrial activities
which yield them the maximum return.
Out of this, a8 many as 2153 companies
with an authorised capital of Rs. 381

Crores are eng:Pd in and manu=
facture of all kinds of commndities needed
by the society, You will be surprised
to know that only 8n companies with
An authorised capital of Rs. 5 crores only

- :
T.& origioal speoch was delivered in

167 L.8.5.(N.D.)78
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are engaged in agricultural industdal
activitics. This clearly proves

tention that the private ucmrm’llm-
interested in the industrial activities whi
do not bencfit them greatly.

As the ruling Congress Party is taking
to unconstitutional means to pefpetuate
its power, the private sector industrialists
are adopting devious means taking ad-
vantage of the loopholes in the law for
multiplying their wealth. As the ruling
Congress Party does not hesitate to practise
political tricks, the monoply industrialists
do not hesitate to play ducks and drakes
with the economy of the country. In
between these two the common peorlc
are being grinded. As ::.lpolitiul ife
of the country is being ysed by the
ruling Congress Party, the economy of the
country is being crippled by these vested
mterests.

From the fact that the Government
on Itheirhemll‘:' not Imhy u.md
to plug t ole in the law i
Section 90 of the Companies Act. oneun:':
legitimately construe that the Government
would not like to annoy Kapadias who
have also purchased substential shares
in Maruti Ltd. If the people outside
arc not to get this impression
instead of just putting forth some counter-'
arguments to the legitimate pleas of
Shri Madhu Limaye for deleting Section
00, the Government should agree to this
legislative proposal. This is necessary
because the Company Law Board as alse
the Bombay High Court have adversely
commented upon Kapadias. The hon.
Law Minister who was a Tudme of the
Bombay High Court should have ne
hestitation in honowring the comments
of the Bombay High Court by agreeing
to the deletion of this Section ro. It
is not that the country’s bright and pres.
perous future and the people’s welfare are
the exlusive prerogatives of the ruling
Congress Party only. These are also
dear to the Opposicdon Pol'tical Parties
which are the breath of democracy, Juist
because this Bill has been moved by the
Oopposition  Member,  Shri Madku
Limaye, it should not be rejeeted by (ke
Government. “

With these words, I extend my
to this Bill. v

SHRI P. G. MAVALANKAR. (Ahme-,
dabad) ,: Shri Madhu Limayejis
Bill is obwviowly of a minor natute. Bt
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it does Involves some major comtider-
.m-

Muchol’thel:s.lmmd lt:lu-.lmdy
2ok obly by e mever Y CoTeeed

Shri Madhu Limayeyi humself but also
by my friends, 8hri Somna.h Chatterjee,
Shri Sharmaji and Shri Gowder. So, I
do not wish to repeat those points
in detail, but I would like to ask a couple
of questions, if I may, of the Law Munister,
I am lorrylstu-i Gotlzziued t&nudfh not
present to listen to this debate and repl!
himself. But the point is that, ins
of the Government themselves coming
forward for deletion of this Section—
Section go—it is a strange and significant
commentary on the state of affairs that
one of the Opposition Members has to
come forward through the agency of a
Private Member's Bili to tell the Govern-
ment what they should have done of their
own accord. I say this because this
Section go of the Companies Act really,
lends itself to considerable misuse and
if I may also say, exploitation by the so-
called monopolistic interests in the country,

Atai Bibari Vaipayer. ana But; 49, el

i jpayee an hri Jagin-
nathrao ]ochi? Government gaget;n-
formation this morning about certain
big houses—thirty houses or so. Now,
I would ask the Government whether its
intention is to sce that these houses are
further encouraged and perpetuated in
terms of their hold on the economy
or whether the idea is tosce that their hold,
on economy is progressively lessened
if not ehminated altogetler. I ask this
question because I believe that Govern-
ment talks in all seriousness about socialum
and removal of monopolistic agencies’
inwerference and intervention in the economy.

Now, Shri Madhu Limaye has told
us in S0 many details how the house of
ias though they have only 899,
shares yet because of this

provistion, namely the preference share-
holders being on par with equity share-
for the purpose of voling rights

having & amaller percentage of investment
can atill interfere in a proportionately
muchlarger wayandin ansbusing manner,
Is that right 7 Ignnt to ask that of the
Minister because, if you want to let pre-
ference] have equal voting

AFRIL 18,1973
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rights and thereby let them intervent in
mi':ﬁm:t will not distort
old nermally. 80 inte sy o

n go in -
ministration, ‘Where, then, is justice lcik !

Now, the Bombay High Court, as has
beentgomted out, has slso passed stricture.
But the Company Law Board makes no
mention of these strictures in i:lh:le ort

of the guilt. The point is that, as on

1t March 1974, according to my in-
ormation, there were 8947 companies
i th;frinteaectw with a total authorised
capital of Rs. 510 crores and, out of these,
2153 have an authorised capital of 381
crores. Will the Minister give the in-
formation to the Housc as to what is the
percentage of preference shares held by
various monopolistic interests and com-
panics in these various private commercial
companies, because, only by getting this
information can the House and the country
know how these fewer people, with this
monopolisitic hold over the ecomomy
through this agency of shareg
control. dominate, abuse and make non-
sense of many of the normal happenings
and functions of the companies?

Thﬂefm,"l feel that Shri Mltﬂl:
Limaye’s Bill ought to be supporte
and lyl:ope the Government will themselves
come forward, with the view of bringing
up their own Bill if necessary, suggesting
Lﬁn deletion. If they cannot be sporting
enough to accept Shri Madhu Limaye's
Bill today, they cap say that they accept
the principle behind it, and then come
forward with their own Bill. I have
no  speaific, detailed or concrete
information as Shn Madhu Limaye obvi-
ously seems whhv;inqnboutwo{
these y bouscsgiving large sums o
moneyw Congress Party for pohlm!l
activity and for clection funds. Itis
no use an politicial party saying ttl‘::
they are not receiving money thi
or that company. It is cqually not realistic
of Government or the ruling party saying
that are not recel’ '
they ving ln-yot meney’

thrown
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My objection, xpisrt framn the facts which
Bhri Madhy Limaye gave, and I suppose

are contradicted by the Government,
we have to t whatShri Madhu Lirenye
=y il , i8 1should we really allow

commercial hoyses, monopoly houses and
companics to interfere with our political
and public life processes ? For a small
and short-term advantage of the party
in power, should Government really indulge
in letting the companies have certain-

panics thereby making the nonsense of
everything ? It is from this angle that
I feel that Shri Madhu Limaye’s Bill
needs to be supported.

I have already referred to the ineffecti-
veness of the y Law Board.
Now, I do not say that the Company
Law Board and the monopoly houses
are acting in collusion, but unless you
clear the air affectively, sincerely and
in time, 1 am afraid, this suspicion will
not only linger on, but as days and weeks
and months pass by, such a suspicion will
be further strengthened. In the absence
of categorical and clear-cut information
from the Government, and in the absence
of the straightway correct and absolutely
decent behaviour by the political parties,
particularly the ruling party, I am
afraid, the people in general and parti-
cularly those who read newspapers
and are kowledgeable, well-informed and
well-educated will go on fecling strengthe-
ned in their minds with reqard to
certain doubts and suspicions about the
motivet and bonefides of the Governments
I would notlike such 2 state of affairs
to continue, because, it does not augyr well,
whether it is this party or that party,
for our country, to have thitkind of climate,
where suspicions are allowed to grow,
becayse the ruling party records, or the
Government s arc neiher elean
nor correct. It is from this angle
that I wisth to support Shri Madhu
Limaye’s Bill.

THE DEPUTY MINISTER IN THE
MINISTRY OF LAW, JUSTICE AND
COMPANY AFFAIRS (SHRI BEDABR-
RATA BARUA) : 8ir, I thank the hon.
Members who have taken part in this
discussion, y the mover for vari-
ous pointg that have been raised on this

. :iéqli:wwd' the prelerence 'bmt

company .
Infact,thisrpatter wasvery much

at the time the Companies Act was
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was in the Select Committee itself that
the Government proposed this amendment
and wanted to do away with this right
so that under no set of circumstances
the preference sharcholders would bave
any right to vote,

SHRIMADHU LIMAYE : The Mini-
ster did it at my insistance ; not on his
own.

SHRI BEDBRATA BARUA : Thank
you very much. It was not as if suggestions
were not taken into consideration. Certain
suggestions were made and they were
incorporated in the Act. Therefore, we
have no q on the main point and
I think as far as the objective of the Bill
is concermed we are all agreed. Mr.
Chatterjec wanted to know why we are
not expanding the y Law board.
All these qualifications including members

to be expanded as and when those powers
have to be exercised. They must be given
adequate powers and they must exercise
these powers and there is no question about
delaying this matter at all. As gt present
constituted we have only 4

expudedm;:lmwmhh-llm

and we will get formal msmction etc,

beﬂmei'mw'ﬁm dafnf:gn%
it is a question g Spof

work for the Baard. It all

the amount of work .umy"?.;?



Act is concerned, there s control over
mongpoly houses. Even where monopoly
are allowed to expand care is

to sec that the convert ability clause
introduced so that the public financial
imstitutions giving any loan may get it
converted into equity capital and there

B

of equity control etc. All these conditions
are laid down cverytime the monopoly
house asks for licence. All these conditions
are there, After nationalisation of bank-
ing this position is made clear and in many
cases equity control and equity share-
holding isslowly passing 1into the hands
of the Government or the public financial
institutions in case of some very big

E

t may be the casc of Tata ; 1t may be
case of even Birla and it may
case of so many companics and a
tial sections of equity is now held
public financial institutions and
the government, by the bapks, so
that we can claim that due to the socialistic
policy that bas been followed by the
government during the last few years,
the position to-day is that po body can
glaim that he is the owner of the com-
peny, cxcepting that he controls a part
of the equity shares enabling him to
secyre the management for the time being.
;wim'). So far as the sharcholding
is ¢oncerned, Shri Chatterjee may look
into the pattern of the sharch~lding
in the companics and he will find that
to-day it is vastly different from what it
was five yéars ago. It was duc to the
expansion of the public financial insti-
.tutions and various progressive steps that
bave been taken Government that
to-day, hardly any company is a wholly
owned company but iz a part of the national
se¢tor i‘nﬁﬂ;: sense that all 'thl!i:i financial
pation or equity participation is
public hands t . 1 consider
A ptep in the right direction. Apd

szggEH

A

n
tto

x

can be controlied under various laws
ml:;cmapentim.tl:::ywm
monopolies.

However, coming to the other thing,
some charges are made that this Congress
Party, to which I have the previlege to
belong, has taken advtantage of these
things. It is not true, particularly
Shri Limaye has himself stated that it
is on his suggestion that we have brought
about this amendment. And, as the
hon. Member knows, this amendment
was introduced and passed last year or
previous year. It came up be the
Select Committee. At that time it was
very clearly known that it would certainly
affect the controlling interest of Kapadias
in National Rayon Corporation.

i

I now feel that the Government has
done it because they wanted to do away
with these sharcholders’ controlling the
company. In the same Act, Government

snother amendment that when
under Sec. 408 {tis found that the company
is not being properly managed, Govern-
ment an appont not two but any number
of directors.

SHRI MADHU LIMAYE : Most of
them are sitting tight.

SHRI BEDABRATA BARUA : I would
not like to comment on this. When we
appoint directors, we give directions, as
Mr. Limaye, has rightly pointed out
I do not vetnture to say that they bave
functioned well in all cases, We have
to deal with the human material that is
at our command. ([nterruptions).

SHRI SOMNATH CHATTERJEE :
How it the public trustee functioning ?
The officer should be brought to book.

SHRI BEDABRATA BARUA : Mr.
'‘Chatterjee wants me to answer every

uestion. I know about the lpnblic trustees.
%Ve have an official who is appointed a3
& public trustee. This matter has not
been ralsed in the House ously.
But, the public trustee functions potupder
the direction of the governraent but
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8o don i has
T

SHRI VASANT SATHE (Akola) : We
oannot send our vigilant officer there.

SHRI BEDABRATA BARUA : 1
would not like to say that. 5o far as
I know, the public trustees have functioned
honestly. There is no doubt about it.
What happened was this. The public
trustee to-day is very important. In
companies like Bird and Company and
others, he has got a very important place.
If we are to relate his voting power with
the voting power of the public financial
institutions, that is a matter for discussion.
Whether the voting power of the tiustees
and the public sectors of the Government
and financial institutions could be com-
bined is a matter which may be consi-
dered and discussed by the members o1
others. So far as public trustec himself
manages the company it is part of his
job. The present practice is either the
trustee authorises somebody (o attend or
the trustee himself attends and where
necessary exercises the power of the
voting in the general body. The hon.
Member need not impute any motive
to this.

SHRI SOMNATH GHATTERJEE :
He is a non<functioning person and he
never bothers to function.

SHRI BEDABRATA BARUA : Let
me explain the position. When the Com-
pany Law was last passed in 1956 the
dominant thinking was that the company
had a right to function independently
of every other conmsideration. The idea
is changingand Government has come into
greater and greater control over the com-
panics. But the public trustec does not
interefere with the companies. We have
done all these things and so far as the
National Rayons is concerned the whole
thing came up in 1971. It wasthe Com-
pany Law Board which decided to appoint
wwo Directors on the Board. A number
of allegations were made and the Company
Law Board found some substance in those
allegations. The consequence of this
was that there could be no change of
the Board of Directors till 1973. In
1978 the Company Law Board
exten the term by one year, that is,
1974 wheg the application was made

that Company Law thould t
Diretcors.  The Coumpay Law
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found that this was not possible ainc
on the same charges action under Scctibm
408 cannot be taken. When certain
Mchuwﬁm_ :‘nmmdc and on 'ﬁm charges

is » everylime Compan
Law Board cannot take action and lpﬂﬂn{
Dircctors on the same charges, It was
on this ind &nd no other ground that
the application of the UTI was rejected,
It is a fact that Kapadias came in conrol
of the company. The company was not
controlled by the Government at any
stage. It was controlled by a set of
managers with Mr. Tata as the Chairman
and there were other people.

Sir, 1 may assure the hon. Members that
the action was taken because the Compary
Law Board had w take a legal view
of the thing and since no fresh points
were raibed the question of action urder
Section 408 did not arise. 1 would further
like to assure the hon. Members that if a
fresh occasion arises and allegaticn of mis-
management {8 made and the Company
Law Board finds it to be so then action
under bection 408 will be takern. Today
Goveinment has more power under
Section 408 than it used to have earlier.

Sir, I would notlike t¢ take much time
of the House. 1 will only say that it has
been a very good diuscussion and the
Mcmbers have thrown much light on
this important point. It is on account
of the valuable suggestions given by the
hon. members that these actions have
been taken and it is a progressive step
which has led to the removal of a great
evil, at least in relation to some companies.

Sic, Mr. Mavalankar wanted to know
the position in the case ol other companies.
1 may say that National Rayon was a
conspicuous case because the company
was started in 1948 and the shares were
issued before the new Act of 1956 came
into being. The preference share were
purchased by Kapadias. We have received
some int againsis them and we
have taken action under Section 408 and
Governmen lmmhelitate to talie,mﬁmerlw
action when n 2 g
as a company is managed bé lnare-holderl
we can proceed only tnder Law

isiont. And there have been ges
against so many companies. 1
cannot but take a judicial view, and it
cannot simply come forward snd go ¢
appointing Directors in every company
because there are charges. In fagt, I
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[Shr1 Bedabrata Barua}
would make no seoret of the fact that
there are 2 number of compames which
are very well mapaged and there have
also becn some managements which have
not funcuon properly and when we find
that, we inspect the companies and we
proceed under different sections But,
it should be consmdered net strctly 1n
accordance with Company Law ur justice
to jump to & Contlusion and take over

a company by appointing any number of

directors as soon as there 18 an allegation
Now, so long as the corpurate scctor exists
as 1t 18, 1t will not be possible to do 1t
But, within the limits imposed by Company
Lawand by the legalsystem in our country,
Government have, over the years, taken
a numoer of measures which have made
the companies responsible to the com-
munity because, 1oday, the theory 18 that
a y or a Goiporation 18 4 partner-
ship of the community, of labour of the
sharcholder and the consumer 5o, thisis
what we have been implementing through
the various Acts that we have
We have rejected the 1dea that the share-
holder or the management 1s the complete
controller of the company because, sinee
his habilities are limuted, his rights are
bound to be limited It 18 on this basis
that we have proceeded and all the leg-
lations have been enacted on this basis
e do not consider it an inalienable
right of the mapagement to mis-manage
a company and whatever action has been
taken is in relation to that I would
agam thank all the hon Members and
I would like to diwspel the impression
that the Govcrnment has not taken any
action 'n regard to this thing

So far as hus Billis concirned we have
taken all the acton that is nccessary
Therefore, I would request the mover
1o withdraw this There 15 no pomnt
trymg to amend somcthng which has
already been amended This 15 redun-
dant I hope he will withdiaw 1t
Othcrwise, we will have to oppose 1t

sfywg famd : awafa o wo o) o
qUAE MY A1 WA § f
MY AT EeTE W N Nz W]
afewc § son sqwE & Ay
¥ gEIR TEW AT AT qg @) A
qE ¥ ) sarer | e AR sorar o
g«nn nm #f aNe T

]
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R wrifew sfee o
W, 3w aiw guA @ 31 o o9 wl
SE W AT | T FIET WA
aft T fw 3z v &7 dAmAT®
FEa gt WAl | g FTRIC OF ¥, e
oftm & fegrt ot wol &) o
® arven ItT wwrAw & e arm
g ®t smr faw e AT SR
Aoy % Ry anat §, v g gl
fad azara & &few agrae worfe
71 garw g, AnA 78 @y s fear fe
T W & § sAv Ay ¥ Ao
WA wre & faar AN e fad
TER FS A9 [AT |

aXerfw 49 481, ¥ fawre 8 do-
gfeaw Harde g1 T2 173 Mz &
wrg—

*Shri Kapadia does not deny that this

party that 1s, Jecvan Touols

“  was blacklisted If the tenderers
weie 1gnored for giving a contract
10 a party, whose conduct was such
that 1t had to be batklsted it 18
not a happv reflection on those who
brought this party m, on the plea
of breaking the cartel ”

17 hre.

® sArfafery A1 ® f w3%2 A
p—ag @z TV a1 A TB @I §—3
UF 99 ¥ g7 $7 14 7 ;med 580
f& #a1 $T A7 F AFT 3T XA
& fao @3t o @ vt ¥ Afew T
¥ ANyarfrs fagrer & s
) T gorHT A ¥ WE | A
ag qm & fr Svafrs fegen &
FER D BY F T A AR
oifgr, wfs  ffed & sfen sk
% s &1 os wfrm N d9-
ifeew adt ¥

gdt grem ¥ F A% wgRw & INC
® gATaTE T arr g AW 3T
TRT &G ¥ ¥ aThy W A
it §i1e fag & arem wnar g fe
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¥ ¥ cadfee st T SN 9,
faaw) ¥ mT arawr g3 svem fem,
et fegrw &) qaf & am W
Ak gy ¥ g wuA) ¥ @) agwd
wrok gra AU 7 /ey A Frame
¥fwr arer w7 wif FATIRE TR
agh fear &

gadcdw & ax ¥ seiw A
e anad & amatr § & win
mer fwan, #i 3z ¥ sy A EW
o frwrs  fream wz ®) sefrdi @
a7 TG W & fami 1968 HHA
ot AENTa  daray, I9F I F4-
aig) #41 A€Y ®) 7k ? @) A7g g wAg
T wqw frar 3—ae  aod AT &
ma @ g—fw smfear g9 .
frat arefe & dacgderd g sk
10 TTHE ¥ 9197 4), SEF—10
QHE T B-UF GHY I AIGH ISATT
fwar a1 1

SHRI BEDBRATA BARUA : The
Marter was explained in the House. It
was only for a few weeks thattheinvesi-
ment exceeded 10 per cent of the paid up
capital of Maruti Ltd. It was the share-
holding, so far as I remember, of a
small company, Filtrona or some com-
pany, a small company.

SHRT MADHU LIMAYE : I am
referring to that.

SHRI VASANT SATHE : It has
nothing to dv with Maruti sharelioldings.
The shareholding of the othe: company
was 10 per cent.

SHRI MADHU LIMAYE : That was
a violavion. T fAAW 9r FaFT TFEEA
fe1 amam o

SHRI BEDABRATA BARUA : T\ was
under the law. Everything wascompletely
regular so far as that matter was con-
cerned.

17-04 hrs.

[SaRt. Vasawr SATHE in the Chair]

SHRI MADHU LIMAYE : It was a
violation. You regularised it.

-t A

and e e gt ¥ qefaz fem § fe
W qRAEY HT EHA | A ATOREERY
Wwarw fear, whife arefy st sme-
feai =1 aurw 911

g T sy & graw frdfae 598
& AT W7 | ¥ wEA fE g v
WAy § MTAT | § @Tq% €147 o9
T ¥ @A WAt g fe wofrgm
T HT 2

M9 @y Ak o § § f fasl ot
tadiws wTEr qe & & oY afia
fearmar &, sa8) § QU FY | qETAHR
qraniat @m &1 go sefag o
M s B, Afww ww ¥ wq g
ME el amA a2 feww
faaar saiar fael 92 sma o &
Ige1 qury wfrwa add  srofeq &
2 1ga3, 8 w7 gaa) W w g, iR
gerwaiar # A faar 4

i ¥ w7 fafen wa s
wfea 1z & §w aww  qEerE feqr
tiafer qfF R fam & fagraw
am 4 qgAE AW fear g, safecw
sgaT Afen A& FUar ;marg)

MR. CHAIRMAN : The question is ;

“That leave be granted 1o withdraw
the Bill further to amend the Com-
paunics Act, 1956.”

The motion was adopted,
wy fowd : 7w faw §Y afow o ar
Et
17'05 hrs.
HINDU MARRIAGE (AMENDMENT)
BILL

(AMENDMENT OF SECTIONS 13 AND 15)

st wg fewd (3081) : mweh
adry, § waamm o g e fﬂ’[f::gn
ufufma, 1955 = #ic &#Maa
ik fadgs g7 fawx fsmr My



