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further sums from and out of the
Consolidated Fund of India for the
services of the financial year 1963-
84, be taken into consideration.”

The motion was adopted,

1995

Mr, Speaker: Now we shall take
up clause by clause consideration of
the Bill.

The question is:

“That clauses 1, 2, 3, the Sche-
dule, the Enacting Formula and
the Title stand part of the Bill”

The motion was adopted.

Clauses 1, 2, 3, the Schedule, the En-

ucting Formula and the Title were
added to the Bill, .
Shri T, T, Krishnamachari: Sir, I

beg to move that the Bill be passed,
The Speaker: The question is:
“That the Bill be passed.”
The motion was adopted,

Mr. Speaker: Shri T, T. Krishna-
machari.

Shri S, M. Banerjee (Kanpur): I
find that the Companies (Amendment)
Bill is coming up first. The other
Bill—Drugs and Magic Remedies
(Objectionable Advertisements) Bill—
is still continuing, The normal prac-
tice is....

Mr, Speaker: But we had notified
that this would be taken up today.
My consent was also taken. We had
to do it because it was necessary to
take it up today.

Shri S. M, Banerjee: I understand
the urgency that may be there that
the Bil] has to go to the Select Com-
mittee and they have to submit the
report by the 8th December, 1963.
Four hours have been allotted to this
Bill. Supposing the Members take
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interest in this and they want an
extension of time, it will not be done.
This will be hustled through,

Mr. Speaker: Why does he suppose
that? It will not be hustled through.

Shri Bade (Khargone): Then the
Drugs and Magic Remedies (Objec-
tionable Advertisements) Bil] will be
taken up tomorrow?

Mr, Speaker: I cannot say that.

Shri Bade: Two hours have been
allotted for that Bill,

Mr, Speaker: How can I say that?
Shri T, T, Krishnamachari.

——

1224 hrs
COMPANIES (AMENDMENT) RBILL

The Minister of Finance (Shri T, T.
Krishnamachari): Sir, I beg to
move®*:;

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

Sir, this Bill is not a simple one
though one provision, at any rate,
cannot cause any controversy. It
contains four important provisions.
The first provision is for setting up
of the tribunal for the removal of
persons in management of companies
on the basis of findings of the tri-
bunals. The second provision is for
the creation of a Board for the admi-
nistration of the Company Law. The
third set of provisions relate to con-
version of loans and debentures into
equities. The Tourth provision is for
the purpose of ensuring that invest-
ment by trusts in equities is not mis-
used by the people who gperate the
trusts.

On the first and perhaps somewhat
controversia] subject of the setting up
of a tribunal, I would like to say this
that the primary object is to provide
for the removal from gffice or of mana-
gerial authority in companies of per-

*Moved with the recommendation of the President,
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sons who have been found to have
given a sense of insecurity and lack
of stability to the institution by the
adoption of certain methods in the
management of the company under
their charge. And this has to be done
even before the expiry of the term
of office under which they have been
appointed to that office by the share-
holders.

It was while considering the report
of the Vivian Bose Commission that
the inadequacies of the present law,
due to which persons who may be said
to have acted in an undesirable way
in corporate management could not
be easily or fairly soon removed from
positions of authority, came to light.
To remedy the situation, powers are
being taken by Government to remove
such persons from their directorship
etc. in all companies after giving
them a due hearing, In the manner
these powers are used, it is of utmost
importance to give to the public and
to the parties affected a feeling that
action taken under these powers is
taken after careful consideration, the
conclusions being arrived at impar-
tially without any prejudice or bias
in favour of any person or any set of
persons. While it is always the endea-
vour of “the administration to follow
this precept clearly, even so, the
affected party is naturally bound to
question these decisions on personal
grounds. The remedy for such a
situation is to place the decision in
the hands of a tribunal which has a
judicial bias, It is, therefore propos-
ed that before Government take any
action in this regard, the tribunal will
go into the facts of the case and record
its findings.

The existing provisions in sections
397 and 388 of the Companies Act and
the otherg that follow provide for the
removal from office in a company of
persons found to have been guilty of

mismanagement in regard to the
affairs of that company only. Sec-
tion 274 disqualifies a person from
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being appointed as the director of a
company if he is convicted by a court
for any offence involving moral turpi=-
tude and sentenced to imprisonment
for a period of not less than six
months, and section 336 provides for
the vacation of the office of the mana-
ging agent of a company by a person
who is convicted by a court in India
But under these sections, a conviction
by a court is a prerequisite. It is well
knowp how difficult and long-drawn-
out a process it is to secure a convic-
tion even when a prima facie case
is made out,

The procedure prescribed for effect-
ing removal of such persons from
positions of authority is that the Cent-
ra] Government, when they come into
possession of certain facts which indi-
cate that any person concerned with
the management of the affairs of a
company has been guilty of misdeme-
anour or negligence or default in the
carrying out of his obligations and
functions and in other circumstances
stated in section 388B, would state the
case against such a person and refer
the same to the tribunal with the
request that the tribunal may inquire
intp it and record their finding as to
whether such a person is a fit and
proper person to hold the manage-
rial office in a company. The tribunal
will thereupon hear the case after
giving due opportunities to the persons
involved and record their findings.
After receipt of the tribunal’s findings
to the effect that a person is not fit and
proper, the Central Government will
issue tp that person a show-cause-
notice asking him to show cause why
he should not be removed from his
position of authority, Naturally, on
receipt of such a notice a person may
make a representation. But he shall
not raise any matter before Govern-
ment if such a matter has been decid-
ed by the Tribunal or by the High
Court on appeal, Then follows action
by Government after hearing the
representation. The Centra] Govern-
ment may pass orders removing suck
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a person from office for a period of
five years,

Shri Tyagi (Dehra Dun): Removal
will essentially be after the Tribu-
nal’s verdict,

Shri T, T, Krishnamachari: Yes.
There is nothing arbitrary about it.
The Tribunal wil] have to go into it
and if it finds that there is no case
at all, the Government will have to
follow other proceedings and go to a
court, if need be, or not follow any-
thing at all, and drop the case.

he tribuna] will consist of per-
sons who are well-versed in the field
of law, accountancy and company
management, Ordinarily it is expect-
ed, and it is also my wish, that 3 High
Court Judge be the Chairman of the
Tribunal. All the functions of the
Tribunal might be discharged by
Benches constituted by the Chairman
irom amongst members., The Tribu-
nal has been given powers to regulate
its owpn procedure and the procedure
of its Benches in all matters concern-
ing the discharge of these functions.
To enable the Tribunal to dispose of
any application made by the Central
Government, in this regard, the Tri-
buna] is being vested with the powers
of a court under the Civil Procedure
Code in respect of various matters
such as inspection, enforcing atten-
dance of witnesses, compelling pro-
ducation of documents, examining
witnesses on oath ete. It is also bemg
given the power to authorise by its
warrant a police officer above the rank
of a constable to enter a place and
search and seize any document found
therein. Every proceeding before the
Tribuna] will be deemed to be a eri-
minal proceeding within the meaning
of sections 193 and 228 of the IPC
and for the purpose of section 196 of
that Code.

Where a person feels aggrieved
with the order of the Tribunal, he
can appeal against this order to the
High Court within whose jurisdiction
it has held its proceeding on points of
law and arising out of the findings of
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the Tribunal. Thig disposes of what
I consider to be, or probably what I
expect hon, Memberg consider to be,
the most provocative part of this Bill,
I do not propose to go further into this
matter, though I could perhaps elabo-
rate. I wil] really sum up and say
that the main points in regard to this
consideration are that provision is
being introduced in law to deal swift-
ly and effectively with management
of companies where the behaviour of
the officers has been found to be not
proper. Such persons, even if they
have committeq such anti-social acts
in respect of one company only under
their management, will be debarred
from being employed by other com-
panies. The aflected persons will be
given an opportunity of a fair hearing
before the Tribunal. An  aggrieved
person will also have the right of
appeal to the High Court, and before
removing a person from office, the
Central  Government wil] give him
due notice to explain his position and
make a representation. Minority
shareholders, who have now Lo go
to the High Court under seclions
397|398 when they feel that their
ted by the conduct of the manage-
ment, will have a less expensive and
less cumbersome method of dealing
with this matter ang getting quicker
relief by filling and application before
the Tribunal,

The second proposa] is somewhat, 1
should think, an innocuous one. The
Company Law Administration has
been managed ag g department with
a Secretary. At the time the original
amendment of the company law was
undertaken about eight years ago,
there was a question of a statulory
commission or a statutory board, but
on further consideration Government
had suggested, and the House had
approved it that this was not neces-
sary. Recently it has been felt that
the administration of the company
law should be carried on in the same
manner as other administrative orga-
nisations in Government, particularly
in the Finance Ministry, by means of
a Board. The Finance Ministry has
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experience of boards functioning with
regard to rTevenue matters where
quasi-judicial powers are exerised by
them, ang it is felt that it will be
better for two or more persons to
deal with these matters than one
person only. Naturally, policy con-
siderations will come before the Secre-
tary to Government, and it is the prac-
tice in the Finance Ministry that these
considerations are disposed of not by
one, but by more than one Secretary
who deals with genera] economic
policy.

The board will also facilitate some
additional work that the Company
Law Administration might undertake,
without prejudice to its own duties,
namely the question of control of
stoc exchanges. It is now being done
by one Controller outside the Com-
pany Law Administration. The
Administration itsell is quite compe-
tent to deal with this matter, with
one person to direct it from the top.
So, ail these matters of convenience
have made Government bring forward
a proposal that the company law
should be administered by a board of
not more than five persons, with a
Chairman ang that it should carry
out the work delegated to it by Gov-
ernment, As I said, policy matters
will be considered at a higher level
where pecessary; otherwise, the board
will be fairly free to carry on the
duties that have been delegated to it.
That is one of the proposals here.

Shri Tyagi: Totally delegated, that
means to say Government cannot
interfere?

Shri T, T, Krishnamachari: The
authority that delegates power has
always got the reserve power. In fact,
when the Bill is taken up for consi-
deration, I propose to submit to the
House that the word “entrusted”,
which might raise some doubts, might
be changed to “delegated”,

There are two other provisions
which, I am told, have attracted some
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attention, Ome is: under section 81 ot
the Companies Act, a company is
under an obligation, when it proposes
to issue further capital, to offer such
capital to its own shareholders. It
any variation is to be made, it is Lo
be made by means of a meeting of the
shareholders. In regard to debenture
stock or loans which are convertible
into shares at the option of the deben-
ture holders or lenders, this restric-
tion will not apply, if the terms of
1ssue pof such debenture or loan include
a term for conversion of the loan into
shares—that is, what is called conver-
tible stock—and this has to be approv-
ed by the shareholders. While this
position may be sound in regard to
joint stock companies that come into
the market for issue of convertible
debentures or convertible loans,
slightly different is the case of finan-
cial organisationg which would like to
take convertible stock for advancing
loans instead of making a straight
loan or taking debentures. In fact,
the International Finance Corporation,
which is an adjunct of the World
Bank, invariably puts in a condition
that their loans enable them, under
certain circumstances, to convert part
of the loan into shares, But a group
of sharcholders, for rcasons of their
own, can withhold the passing of a
specia) resolution and  thwart the
efforts of the managcment to obtain
the loan as convertible stock from
recognised financial institutions like
the ICICI. IFC and international fin-
ancing bodies like the Commonwealth
Development and Finance Corporation
and the International Finance Corpo-
ration. Therefore, the attitude of the
minority stockholders might impede
the flow of funds for industrial
development.

In fact, I would like to remind the
House that as early as 1952-53, when
I had the privilege of being in charge
of Commerce and Industry in this
Government, we had to amalgamate
by law two steel companies now called
the Indian Iron and Steel Co. Because,
the shareholders did not like to amal-
gamate, If we had not done so, that
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industry which is now producing a
million ingot tons of steel in a very
efficient way could never have func-
tioned. It was done alfter the recom-
mendation of the Tariff Commission
that they should be amalgamated. So,
Government's action in this regard is
not always to the detriment of the
company or of the shareholders. This
fact has got to be borne in mind while
considering the particular provision.
In the gpinion of Government also
when it lends money tp joint stock en-
terprises such loan is, in the context
of the present thinking, capable of
being converteq into equity capital.

Shri Tyagi: Non-violent method of
converting private sector; wery good.

Shri T. T. Krishnamachari: Pro-
gressive thinking is generally not for
outright loans by Government to pri-
vate enterprise, It is felt that Govern-
ment should have a right, where it is
necessary and desirable, to convert
its loans into participating capital and
the provision here will enable the
Government to do so, It is, therefore,
being provided that the issue of con-
vertible stock to Government and
other financial, organisations can be
made by companies when the terms
of the conversipn are included in the
loan agrcement or loan debentures
and have been approved by the Cent-
ral Government. Where loans have
been made or are going to be made
by Government to joint stock compa-
nies even if such loan agreements ao
not provide expressly or explicitly for
such conversion, Government should
have the right to direct such conver-
sion of such loans on terms which are
fair and equitable. Where such terms
are not acceptable to the company, the
right of appeal is being provided to
High Court in regard to the terms pf
conversion.

1 do not propose to labour this point
further. I will come to the last point,
namely, voting rights of trusts, While
Government  have no intention to
interfere with the position of trusts’
equities, it has often happened that
certain types of trusts hold large
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amounts of equities and the people
who are in management of these trusts
use those equities for the purpose of
having control, Various provisions
that we have in regard to limiting
the amount of control by excessive
accretion of equity capital in the
hands of any single group of persons
are gl] defeated by the fact that these
shares are held by trusts undoubtedly
intended for good purposes but inei-
dentally being used for the purpose of
keeping their control over the com-
pany. I have no intention to labour
this point because it is clear. In fact,
my hon. frienq Shri Tyagi, as Chair-
man of the Direct Taxes Administra-
tion Enquiry Committee has drawn
attention tp this fact of trust funds
being invested and utilised for fur-
thering donor's businesg interests, The
provision now is that in the case of
such trusts where the clear intention
is known—it is not overall charitable
or educational trusts—Government if
it so desires may appoint a person to
exercise the voting rights in order to
safeguard trust’s rights attached to
such shares and the trustees shall not
exercise their voting rights. The
amendment exempts genuine trusts
created for safeguarding family inter-
ests or charitable or educalional trusts
and where the amounts invested in
the shares of any single company by
trust exceeds one lakh of rupees, the
operation of the law comes in,

Shri Prabhat Kar (Hooghly): How
wil] you differentiate?

Shri T, T, Krishnamachari: The
differentiation is mentioned in the

Bill itself. An officer appointed by
the Central Government would be
9ntil]ed to receive all book; all
notices of the meetings, copies of the
resolutions and accounts and other
documents as if he was a member of
the company and he will use his
proxy for the benefit of the company’s
genera) interest rather than for the

benefit of any particular individual
concerns.

_Apart from these four main provi-
sions, the Bil] also seeks to introduce
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a concept of public interest. Under
those provisions of Companies Act
where minority shareholders or the
Central Government have been given
powers to apply to the court for pre-
vention of oppression or mismanage-
ment by the provision of the amend-
ing Bill, it will now be possible for the
Central Government to move the
Court under sections 397 and 398 of
the Companies Act or to take action
to appoint two directors under section
408, sou motu on grounds of public
interest ond not merely where com-
pany’s affairs are being conducted in
a manner prejudical to the interest of
shareholders.

Members may want to know why
this Bil] does not seek to implement
the recommendations of the Vivian
Bose Committee or the Daphtari-
Shastri Committee for amendment of
the Companies Act. The reason is
that the Bill is 3 short one providing
for matters which are of an urgent
nature and Government do not want
the progress to be held up or delayed
by including too many provisions in
it. Those recommendations will be
duly incorporated in a comprehensive
document and an amendment will be
placed before this House, I presume,
in the next session. In that Bill we
will endeavour mnot only to block the
existing loopholes but to satisfy the
desire to simplify the law relating to
joint stock companies and make it
more comprehensive,

1 will say, Sir, a few words if I am
permitted by way of some general re-
marks. As I said, we see in the Press
some comments; Some comments are
favourable; some are unfavourable.
1t 15 likely that issues may be raised
on matters which are not wholly
germane to this Bill. I would like to
say that while I have no intention at
the moment of making any statement
on behalf of Government on economic
policy, the point to be underlined is
that we have, the Government have,
certain responsibilities which have to
be undertaken not only because of the
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policy to which we are wedded, name-
ly, for bringing into being an economy
whnich is self-generating but one which
will make life for everyone in this
country something worth living. That
1s the major objective. We call it a
socialist economic pattern that is to
be produced,

Shri Daji (Indore): A new defini-
tion of socialism,

Shri T, T. Krishnamachari: I am
not going to controvert the hon. Mem-
ber’s statement; he belongs to a dif-
ferent schoo] and his bible is differ-
ent from mine though I know what
his bible is and he does not know
what is mine.

While we have to undertake these
measures, we have to undertake simi-
lar measures not so much for putting
a check on growth but more for safe-
guarding the basic factors necessary;
there is npothing done to prevent
growth. The private sector might say
that this is one other chain forged
around them. But one thing is quite
clear, The private sector has to
operate within the framework of the
economic structure that we are con-
templating. Hon. Members will have
opportunities before long to consider
the mid-term appraisal of the Plan-
ning Commission which will be placed
before the House; it significantly says
that the growth has been slow. In
fact in this document which has been
sent to us by the World Bank in whicn
they make an appraisal of the econo-
mic position in thig country, certain
factors are pinpointed. Nobody can
say that the Wop}d Bank is unfavour-
able to the private sector, While the
World Bank is not unfavourable to the
private sector, it has also certain obli-
gations, namely, there should be eco-
nomic development all round and the
life of the individual has to be made
something which is worth livina.
Speaking about one industry, namely,
the textile industry, the World Bank
report says that the industry itself is
primarily to blame for the delays in
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carrying out modernisation schemes,
and for having paid insufficient atten-
tion to ploughing back the profits to
reinvestment. Of course, they say that
modernisation of the Indian textile
industry is a formidable undertaking;
the dimension of it is Rs. 800 crores.
Whether it is textile industry or the
woollen industry or even jute for that
matier, they do mention substantial
sumg which have not been utilised,
Today, the position of the textile in-
dusiry is such that modernisation 15
becoming a very big problem. It
means a lot of capital necessary [for
that purpose. Even more necessary is
for us to find out the capital for
making the machinery for the purpose
of modernisation. I have been told
by the World Wool Federation people
that at least a sum of Rs. 12 crores
will have to be invested in the woollen
industry in order to make it efficient,
That means again the modernisatisn

of the plant. It is so in re-
gard to the jute industry. There-
fore, I woulg like to state

in short that the particular proposals.
1 have made should be read in the
context of the Government's desire to
enlarge the scope of assistance (o the
private sector in so far as they are
in the management of certain sets cf
industries, and the development of
those industries to which priority is
assigned by our Plan.

In the absence of the powers that
we are now seeking to assume, it
would not be possible for Government
or the public sector undertakings to
play a constructive role in the deve-
lopment of the private sector, and at
the same time, to achizve the ends that
we have in view. Therefore, indus-
trial development is no longer the pri-
vilege of any particular section in this
country. It is no longer a question of
adding a few crores of investmenl to
this industry or that industry, 7i is a
question primarily of investment of
crores of rupees, hundreds of them in
basic industries on which alone we
can rely for fulfilling our aspirations
for an economically independent and
self-reliant India. Therefore, the
objective of this measure is to make
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us lend snough money for the private
sector where we are to grow, to deve-
lop, to modernise with their industries
and become efficient, because we do
not subscribe to the theory that they
should not be helped, for, after all,
there is only one sector in the coup=
try, and that is the nationa] sector.
Every individual in this country owns
every bit of property that belongs
to the State and to individuals also,
and that should be used for the better-
ment of the individual in this coui-
try. Having this in view, we have
framed these provisions so ‘hat Gov-
ernment can come forward perhaps in
a bigger way to help the industries
to grow. And we cannot do that un-
less the monies of the people of this
country are safeguarded, unless we
know that the money is going to be
used for proper purposes and any ex-
penditure contributes to growth. That,
Sir, is my justification for introducing
this Bill before the House.

Sir, I move.

Mr, Speaker; Motion moved:

“That the Bill further to amend

the Companies Act, 1956, be taken

into consideration.”

I find there is an amendment by

Shri Morarka. He may move his
amendment.
Shri Daji: Before he moves his

amendment, I want to raise a point
of order, and await your ruling which
you, in your wisdom, may be pleased
to give. I would like to know whe-
ther the Rules of Procedure permit
that a Bill which has been intro-
duced and which has been partly
discussed can be suspended and a
fresh Bill be taken up for considera-
tion. Yesterday, one Bill was discu-
ssed on the floor of the House, and
can we cut across and introduce a
new Bill? I do not know of any
r‘le which permits that, That Bill
wés being discussed, and we now
cut across and discuss another Bill.

Mr. Speaker: The House is supreme
and if the Minister gives notice we
can take it up. I do not know what
difficulty there is.
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Shri Hari Vishnu Kamath (rnush-
angabad): As far as I am aware—
I am open to correction—when a
Resolution or a Bill has been part-
discussed, a formal motion has to be
moved by the Member or the Minis-
ter concerned to the effect that the
debate on that subject might be ad-
journed, and only then another Bill
can be taken up, and not otherwise.
There is no such motion as far as I
am aware,

Mr. Speaker: I do not think
that has been the rule, that first we
must postpone the discussion by a
formal motion to that effect and then
only take another Bill. There have
been instances where, when a Bill has
been part-discussed and the debate
had not been completed and something
important had come up, we took it
up. We can do that, and there is no
harm in it. Anyway, I shall loo in-
to it and find out.

Shri Tyagi: In such cases perhaps
the House could be taken into con-
fidence, and the consent of the House
might be obtained by the Speaker.

Shri Daji: May I submit that when
we were discussing the Bill about
Land Acquisition or Compulsory De-
posit Scheme, it was sought to be
postponed, and we went through all
the rulings, and found that the only
procedure permitted was a formal
motion for postponement to a
future date should be made, and only
then we could take the other sub-
ject,

Mr. Speaker: That might have been
the desire of the Minister at that
time.

Shri Daji: Not the Minister. Shri
A. P. Jain and myself tried to get
a postonement of that discussion tor
getting the Attorney-General's opi-
nion, and you were pleased to rule
that it could be obtained. Here, a
fresh Bill is being taken up, with-
out a motion for postponement of
the discussion on the other Bill.
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Mr. Speaker: FEvery de-~ision that
is taken or a ruling that is given
applies to the circumistances that

exist at that particular moment. That
was under discussion that day; we
were proceeding with that, and some
objections were taken that we must
have the opinion of the Attorney-
General. When that was the point,
certainly I said that it might be done
by a formal motion that further
discussion might be postponed.

Shri A, P. Jain (Tumkur): May I
say a word about it? At the time
when you gave the ruling, the main
argument was that there cannot be
two motions before the House at a
time, and therefore you said that be-
fore the second motion was taken up
there must be a formal decision about

the postponement of the first one;
namely, that the discussion of the
first motion be adjourned. I think

that analogy applies to this case also.
If there is-already a motion under
discussion before the House, the
second motion can come up only
when the first motion has been for-
mally adjourned.

Mr. Speaker: I shall get the record
and decide as to what should be
done,

Shri Hari Vishnu Kamath: 1 sub-
mit the same rule—I hope you will
agree—shoulg apply to the Treasury
Benches as well as the private Mem-
bers, I recollect a resolution in the
provisional Parliament which I had
moved with regard to the destitute
political sufferers and it was part-
discussed. Some friends in the Con-
gress Party wanted that the next
Resolution should be taken up. Then,
the then Speaker or the Deputy-
Speaker ruled that it could not be done
unless there was a motion that the
discussion on the Resolution be ad-
journed, and that only then the next
one could be taken up.

Mr. Speaker: I have asked for the
papers. Let me consult and then 1
will see what should be done. I am
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reminded of some such words as
have been quoted by Shri A. P. Jain.
Shri Morarka will now move his
amendment,

Shri Morarka (Jhunjhunu):
beg to move:

That the Bill be
Select Committee consisting of
members, namely:

Shri 8, V. Krishmamoorthy
Rao, Shri  Ramchandra
Vithal Bade, Shri S. M.
Borooah, Shri  Sachindra
nath Barua, Shri P. C.
Borooah, Shri  Sachindra
Chaudhuri, Shri Indrajit
Gupta, Shri R. K, Khadil-
kar, Shri T. T. Krishna-
machari, Shrimati T
Lakshmi Kanthamma, Shri
M. R. Masani, Shri P.
Muthiah, Shri C. R. Raja,
Shri  Sidheshwar Prasad,
Shri G. G. Swell, Shri
Mahavir Tyagi, Shri Amar
Nath Vidyalankar and Shri
R. R. Morarka,

with instructions to rep.rt by the
9th December, 1963.

Sir, I

referred to a
18

This Bill, the consideration of
which was moved by the hon. Finance
Minister just now is not so simple,
and more so, it is not so non-controver-
sial, as the hon. Finance Minister has
said. I agree that most of the pro-
visions—three out of the four—are
non-controversial, but the one con-
cerning the constitution of the tribu-
nal ig a very lmportant and a very
novel provision, and it reguires a
careful scrutiny at the hands of this
House.

It is said that this Bill is introdu-
ced because of the experience of the
Vivian Bose Commission. The Vivian
Bose Commission itself was a spe-
cial tribunal and it was not the bench
of an usual High Court or any other
court. Even though it was a spe-
cial tribunal, still it took that
much time. Time is, no doubt an im-
portant factor and in certain cases
expeditiousness is very essential. But
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I submit that expeditiousness and
quicknesg of justice cannot be second
at the cost of fundamental principles
of natural justice. The hon, Minister
said that he is going to constitute .a
tr'%:nal consisting of members, the
Chairman of whom would be a man
with a judicial bias—either a High
Court Judge or a retired High Court
Judge or a person fit to be a High
Court Judge. The other members of
the tribuna] would be persons ex-
perienced in matters of aceountancy
and business managemsent, That ig the
proposed tribunal.

13 hirs,

What are the actual powers given
to this tribunal under this Bill? A
tribunal so constituted can dispose of
the work by constituting itself into
different benches. Each bench can
consist of one or more members out
of the tribunal constituted by the
hon, Finance Minister It is quite
possible that the tribunal may consist
of a member who is an expert in
maltters of accountancy or another
who is expert in busines: management.
Can a person who is an expert in
matters of accountancy dispense
justice to the person aggricved, who
comeg before the tribunal? The fun-
ctions of this tribunal are that
powers now conferred on a High
Court or District Court would be ex-
ercised by this tribunal. When those
functions are entrusted to this tri-
bunal, the High Court or other courts
will not interfere. Sir, this is a vital
matter which concerns the funda-
mental right of the citizens and 1
want your attention. By submitting
the Bill to a Select Committee, I
want to know whether the  Select
Committe would have a right to ex-
amine certaip other matters also not
caused by the provisions in the Bill

1 was gaying that the functions of
the tribunal are those which are per-
formed today by the High Courts and
District Courts. If you Lindly iook
at scction 10 of the existing Com-
panics Act, you will find that those
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powers are given to the High C::mrt
and only certain powers are Eiven
to the District Court. The distinc-
tion was clearly made that certain
powers would be exercisable by the
High Court only and not even by the
District Court. The District Judge
is undoubtedly a peson with a bigger
judicial bias and a bigger judicial
mind than a person who is an exper'"t
in matters of accountancy or busi-
ness management. Section 10 of the
.existing Act reads thus:

“(1) The Court having juris-
.diction under this Act shall be—

() The High Court having
jurisdiction in relation to the
place at which the register-
red office of the company
concerned is situate, except
to the extent to which juris-
diction has been conferred on
any District Court or District
Courts subordinate to that
High Court in pursuance of
sub-section (2); and

.(b) where jurisdiction has been
so conferred, the District
Court in regard to matters
falling within the scope of
the jurisdiction conferred, in
respect of companies having
their registered offices in the
district.

(2) The Central Government
may, by notification in the Official
.Gazette and subject to such res-
trictions, limitations and conditions
as it thinks fit, empower any Dis-
trict Court to exercise all «r any
of the jurisdiction conferred by
this Act upon the Court, not being
the jurisdiction conferred—

(a) in respect of :ompanies
generally, by sections 237, 391,
394 and 397 to 407, both mclu-
sive.”,
‘The point to remeber is that even
while conferring jurisdiction on the
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Disirict Court, the Parliament was
careful not to confer that jurisdiction
in respect of certain sections, Here I
am particularly concerned with the
provisiong of sections 397 to 407.
Parliament felt that these powers or
jurisdiction in respect of these sec-
tiong must ebe exercised exclusively
by the High Court and not even by
the District Court, Now that jurisdic-
tion is being sought to be conferred on
this tribunal which can consist of a
single member who may be a person
having expert knowledge in accoun-
tancy or business management. That
is not all.

There is no appeal over the find-
ings of the tribunal, except on a
question of law. On a question of
fact, the tribunal's verdict would be
final, That was not so In the case of
High Courts. There, the whole mat-

ter was appealable to the Supreme
Court. I do not know why such
drastic powers are taken. What is

the safety of a person whose case is
submitted to the tribunal? If by
error—it may not be deliberate—
the tribunal finds that the person is
unfit to conduct the affairs of a com-
pany, for 5 years he is disqualified.
It is a serious matter. It is not a
question of rupees, annas, pies, but a
question of permanent disqualifica-
tion incurring a stigma in one's care-
er. In such a case, one cannot be at
the mercy of a person who is an ex-
pert in matters of accountancy,

Let me invite your attention to
some provisions of this Bill. First of
all, T would refer to clause B which
seeks to introduce a new section
388B, which says “Where in the
opinion of the Central Government,
there are curcumstances sugges-
ting...."” ete. Before I go further,
let me make one point clear, This
phrase began by saying “Where the
Central Government is convinced..”
Then it came down to “Where the
Central Government have reasons to
believe....”. Then it came down
further to “Where the Central Gov-
ernment is of opinion....” Now it
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says “Where there are circumstances
suggesting..” I want to point out
how the responsibility of the Gov-
ernment iz watered down, while on
the other hand my right 10 go to the
court—to go to the High Court,
which is certainly not a creation of
myself or of any interested party—
1s being taken away. It is not a
question of conferring any favour on
me, My fundamental right of going
to the court, when you are charging
me with something, is being deoprived
and I am asked to be judged by per-
sons expert in matters of accountancy
I submit that this is depriving me of
my fundamental right to seek justice.

Clause 8 says:

“(a) that any person concerned
in the conduct and management
of the affairs of a company ig or
has been in connection therewith
guilty of fraud, misfeasance, neg-
ligence or default...... .

Fraug and misfeasance, I understand.
But what about negligence and de-
fault? If I do not file my annual
balance-sheet with the registrar in time
I commit a default. If I do not pay
the call money in time I commit a
default. If I do not file the returns
of directorship 1 commijt a default.
Therefore, on all these grounds am I
to be taken to the tribunal, and is
the tribunal free to say 1 am not a
fit person to hold office in the manage-
ment? I think a distinction should be
made between a serioug offence, bet-
ween a default which amounts to an
offence and the trivial day to day
routine matters.

An Hon. Member: Technical offen-
ces.

Shri Morarka: Yes, technical offen-

ces, as my hon. friend puts it. There’

are 639 sections in the Company
Law. It is more than possible that
many of the government companies
and the officials there have committed
such defaults. Are they going to be
produced before this tribunal, and are
they going to be judged by them?
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Then, take (b). It gays:

“(b) that the business of
a company is not or has not been
conducted and managed by such
person in accordance with sound

business principles or prudent
commercial practices; or".
Who is to judge that ? What is
“sound business principle”? What is

“prudent commercial practice”? Is
that to be judged by this tribunal, the
expert in accountancy? This accoun
tant, wherever you may put him, is
bound to have mentality of finding
fault. I am not saying this just tc
win a debating point. You have the
analogy of the Income-tax Tribunal.
In every Income-tax Tribunal, along
with the accountant member they ne-
cessarily put a law member, and that
law member invariably is the chair-
man of the Tribunal. There the con-
sequences are not so serious. There a
person is not debarred or disqualified
for five years from doing any busi-
ness.

Shri
given.
Shri Morarka: To whom?

Shri Tyagi: To the accused.

Shri IMmrka: Now, take (e¢). It
says:

Tyagi: Benefit of doubt is

“that a company is or has been
conducted and managed by such
person in a manner which is like-
ly to cause, or has caused,
serioug injury or damage to the
interest of the trade, industry or
business to which such company
pertains; or”

I agree that this is a proper and valid
ground on which a matter could be
referred to a {tribunal. If anything,
if any activity of a company injures
the general trade of the country or
public interest, surely it is a fit case
to be sent to the tribunal.

Then I come to (d). It says:

“that the business of a company
is or has been conducted and
managed by such person Wwith



ao17
[Shri Morarka]

intent to defraud its creditors,
members or any other persons or
otherwise for a fraudulent or
unlawfu] purpose or in a 1nanner
prejudicial to public interest,....”

Companies

Now, Sir,what is a “public interest"?
Take, for example, the case of a
company which is carrying on the
mining operation in a mine. It has a
lease for five years. The interest of
the company or the shareholders re-
quires that the mine should be work-
ed properly and intensely and as much
ore as possible must be taken out,
whereas the public interest may re-
quire that there should be conservation
of resources, that there should be no
slaughtering of the mine that
there should be certain rules and
regulations obsreved. Thore

are
many cases where there could be
legitimate conflict between the in-

terest of the company or the interest
of the shareholders on the one hand
and the public interest on the other. I
agree that the affairs of the company
should be conducted in the larger
public interest. But, then, what is
the guarantce that 1 would not be
hauled up for not ecarrying on the
business according to sound business

principles and prudent commercial
practice?

Therefore, my point is this, that all
these various grounds on which I am
going to be sent to the tribunal to be
judged and get a vedict are some of
them at any rate rather trivial and
some of them are inconsistent with the
interest of the company. In any case,
the constitution of the tribunal leaves
much to be desired. The tribunal
should not consist of less than three
members at least one of whom must
be a person of the status of a High
Court judge. Then, the decision of
the tribunal should be appealable not
only on a question of law but also on
a guestion of fact.

An Hon,
whom?

Member: Appealable to
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Shri Morarka: Appealable to the
Supreme Court, if you like, or appea-
lable to the High Court, but certain-
ly not appealable to another branch
of the same tribunal,

On this point, may I say, no case
has been made out either in the State-
ment 'of Objects and Reasons or in
the speech which the hon. Finance
Minister was pleased to deliver here,
that for want of this provision and
due to delay many cases have suffer-
ed. All the matlers which the
Vivian Bose Commission examined in
detail related to the period before
1956. 1In 1956, we had a major amend-
ment of the Company Law, The
entire Company Law was re-written
then. Then the han. Finance Minis-
ter who was then in charge of this
Department appointed another com-
mittee known as the Shastri Com-
mittee. On the basis of the report
of that Shastri Committee the Act
was again amended in 1960. Now the
hon. Finance Minister says that an-
other major amendment is coming in
the next session. If that is so, why
not have the whole amendment at one
time? What is the necessary of
constituting this tribunal with such
wide powers, in such an unsatisfae-
tory manner and in such a great
hurry? It betrayg one thing.  This
Bill, you would be surprised to know,
does not impose any additional duty
or obligation on the company manage-
ment. Let us be clear about it It
does not require any more duty or
obligation to be performed by the
directors, managers, managing agents
or managing directors or anybody of
that type. It mainly does only one
thing. That is, it deprives the High
Courts of cerluin rights and it vests
those rights in a tribunal

Why is there this distrust in the
High Courts? If you say that the
High Courts take too much of time,
surely a way could be found but by
constituting special Company Law
Benches in the High Courts. I be-
lieve in some of the High Courts there
are Company Law Judges dealing
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with only company matters. Any
other remedy for the expeditious dis-
posal of company matterg coulg have
been devised. Why should we give
up the regular machinery that exists
in this country for dispensing justice?
Why ghould we have this ad hoc tri-
bunal? Would it not be possible for
any ministry which decides thal
something should be outside the pur-
view of the Supreme~ Court or the
High Court to conslitute a tribunal for
the administration of a particular Act
angd say that no appea] shall lie with
the courts, even on a matter of law
leave alone a matter of fact, and
that the verdict of that tribunal shall
be final? Is this a healthy thing, 1
ask. Is this a healthy practice to
curb the powers of the Supreme Court
ang the High Courts and giving those
powers to the executive to constitute
a tribunal and have the matters adju-

dicated by the tribunal and make
those things non-appcalable?

Sir, there are a few other points
in connection with this tribunal. The

tribunal has powerg or is being given
powers is to remove a disqualification
imposed on a person under section
203. But the tribunal is not being
given the power io remove a disqua-
lification which would be imposed by
the Government in pursuance of the
findings of the tribunal. If a tribunal
finds that a person is not a fit person
and the Government, on that finding,
imposes a disqualification of five
years,—I do not think the Govern-
ment, under the existing provision,
can impose a lesser disqualification—
it will remain. This tribunal has no
power to remove that disqualification.
The findings of the High Court could
be changed by this tribunal, but the
findings of the executive, the Gov-
ernment, could not be changed. I
think it is a pitiable lacuna which
should be removed.

Shri T. T. Erishnamacharl: There
is an appeal to the High Courl

Shri Morarka: It is only on a ques-
tion of law. Assuming for a moment
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there is no question of law involved,
what happens?

Then I come to another point. The
new provision which the hon. Minis-
ter is incorporating in the Act by
section 153A, sub-clause (3), reads as
follows:

“Is a trustee contravenes any
provision of this section or makes
any statement in the declaration
which js false and which he
either knows or believes to be
false or does not believe to be
true, he shall be punishable with
imprisonment for a term which
may extend to three years and
also with fine.”

So, imprisonment is compulsory and
it may extend up to a period of three
years. A person failing to supply
information, or make disclosures, be-
comeg guilty according to this scheme,
This power to judge him could be
conferred on the tribunal, In other
words, the tribunal would be in a
position to sentence a person to a
term of imprisonment extending up to
three years, and that {ribunal may con-
sist of a person who is an expert
in the methods of accountancy. 1
think this is a wery wvery radical
departure and I think you are placing
the entire matter in the hands of
people who, to say the least, are not
competent to decide matters involving
personal liberty, freedom, security of
the people etc.

Then, may I invite your attention
to some other sections in the existing;
Act? Sections 397 to 407 are ir-
cluded in Chapter VI and the schemc
is that whenever a. shareholder, or ¢
group of them, allege that the affairs
of the company are conducted in &
manner oppressivé to the minority,
certain remedies are provided. Simi-
larly, when mismanagement is alleg-
ed, other remedies are provided.
But the remedy is to go to the High
Court, and for that not lesg then 10
per cent of the sharcholding is re-
quired. This qualification is only to
prevent frivolous applications by a
few disgruntled shareholders. The
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scheme also provides for a notice to
be given to Government etc. Section
401 gives Government the power to
refer such cases to the High Court
suo motu. Sections 397 and 398 refer
to the powers of the shareholders
and section 401 refers to the power of

the Government to refer to the
High Court. But the deciding
authority in both the cases is the

High Court. Under the new scheme,
the deciding authority woulg be the
tribunal. Government creates a tri-
bunal, appoints different persons to it,
and the Government itself, without
anybody’s complaint, suo motu refers
the matter to the teribunal under
section 401. Under such circumstan-
ces, it would be very embarrassing for
the tribunal, particularly when it con-
sists of only one person, an expert in
accountancy or business management,
to take a judicial view of the whole
case. The Government's owp powers
in such cases are contained in seclions
408 and 409, which are different and
are contained in a different chapter al-
together.

On the one hand, there is a demand
for separation of judiciary from the
executive and, on the other hand, we
find that the judicial functions are
more and more taken ‘over and con-
centrated in the hands of the exe-
cutive. I hope the hon. Finance
Minister would give very careful con-
sideration to these points and would
get the whole matter re-examined in
the light of some of the difficulties
which I have ventured to submit here.

Then, section 388E curbs the right

of appeal. What. I cannot understand
ig why there is duplication of this
provision. Of course, it is only a

drafting point. This is a mere dup-
lication of section 10D, which says:

“(1) Save as otherwise providad
in this Act, an appeal shall
lie only on questions of law
arising out of any decision,
finding or order of the Tribu-
nal to the High Court having
jurisdiction in relation to the
place at which the registered
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office of the company con-
cerned ig situate.

(2) Every such appeal shall be
heard by a Bench of not less
than two Judges of the High
Court.

(3) Every such appeal shall be
fileq within the period of
sixty days from the date of the
decision, finding or order of
the Tribunal:

Provideq that the appeal may be
admitted after the expiry of
the aforesaid period if the
appellant satisfies the High
Court that he had sufficient
cause for not preferring the
appeal within that period.”.

Now, section 388E appears on page
9 of the Bill.

Mr. Speaker: The hon. Member is
moving an amendment for reference
of the Bill to the Scleet Committec.
So, he need not take all ine minutest
details of the clauses at this stage.

Shri Prabhat Kar: It is rather a re-
quest to the Finance Minister to with-
draw this Bill, instead of referring it
to the Select Committee,

Mr. Speaker: The motion is for re-
ference to the Seclect Committee. So,
the stress should be on the point that
there are so many aspects to be con-
sidered in detail which canot be done
in the House and so they should be
considered by a Committee to be
appointed by the House.

Shri Morarka: Sir, ] am trying to
say why this Bill should be referred
to a Select Committee and what are
the points which the Select Committee
should look into.

Shri Indrajit Gupta (Calcutta South
West): Terms of reference,

Mr. Speaker: That is all right. In a
broad way, he can give his sugges-
tions, but he need not go into the
minutest details. That was iny point.
In a summary way he can suggest that
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such and such clauses should be gone
into further because the effects of
such provisionsg are such and such.

Shri Morarka: The point is that the
provisions which are contained in the
Bill require careful consideration and
scrutiny, particularly the provisions
relating to the constitution of the tri-
bunal

Mr. Speaker: There is one thing
which I want to mention. In the be-
ginning of his speech, he drew my at-
tention and said that I should give
a direction to the Select Committee
that it should go into some other
clauses also.

Shri Morarka: I am coming to that.

Mr. Speaker: But he has not sent
a motion to that effect. It should be
done by moving an amendment that
the Select Committee should be aut-
horised 1o go into some other provi-
sions. It cannot be done by my direc-
tion. It should be by a regular
motion, by an amendment.

Shri Morarka: With great respect,
I want to submit that the Speaker
generally gives directions, if he is satis-
fied, that the Select Committee should
go beyond the scope of the Bill and
examine certain other provisions and
for that no particular amendment is
needed. At the time of referring the
Code of Criminal Procedure (Amend-
ment) Bill to the Select Committee,
though no notice of amendment was
given by any member, Sir, your illus-
trious predecessor gave directions to
the Committee to go into some other
provisions.

Mr. Speaker: I am speaking from
my personal experience., I was once
required to move a motion that the
Select Committee should go into some
other provisions also,

Shri Morarka: May I submit that
both the procedures are right? An hon.
Member may move an amendment, if
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he likes; if he does not move an
amendment, the Speaker can give a
direction.

Mr, Speaker: I am afraid, it is not
so. I do not think he is correct.
Which precedent is he referring to?

Shri Morarka: In connection with
the amendment of the Code of Crimi-
nal Procedure:

Mr. Speaker: So far as I can re-
collect, it is only the House that can
give a direction, i

Shri Morarka: Yes; but what I am
venturing to submit is that there was
no amendment moved by any hon.
Member. The feeling was aired here
and the hon, Speaker, while commit-
ting the Bill to the Select Commit-
tee, got the sense of the House and
gave those directions. May be, when
you hear those few points which I
have to submit, you may be inclined
to give those directions.

My point is that no additional obli-
gation is cast on the management; no
restriction is put on the management
in any way. If the hon. Finance
Minister really wants to improve the
company management and if there is
one thing which the Vivian Bose Com-
mission disclosed very clearly, it was
that some people got away with cor-
porate money, huge funds. Because of
certain factors, such as, the law of
limitation etc., it is not possible to get
back that money. My submission at
that time was—and I repeat that—
that you must make a provision in the
Companies Act or anywhere else,
wherever you like, that in such cases
which border on the lines of fraud,
misappropriation, breach of trust ete,
and yet do not amount to fraud, mis-
appropriation or breach of trust, and
where the liability iz purely civil, the
Government must have the power to
recover the money from anybody who
has got it irrespective of the law
of limitation,
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The second point which the hon.
Finance Minister could have accepted
with great advantage in order to im-
prove the management or the life of
the corporate sector ig to make the
provisions of section 264 mandatory.
Section 264 permits proportional re-
presentation .on the Board of a com-
pany. One independent director on
the Board of a company is much
more helpful and useful than the 640
sections of the company law, This
point was made earlier in 1954-55 and
it was repeated often; thereafter but
provision as embodied in section 264 is
only permissive. It is only optional, I
think, even if the Government is not
willing to give a trial or to take any
risk of making the provision manda-
tory and compulsory for all the com-
panies, for some section of the com-
panies, that is, the private companies,
financing companies or any such type
of companies, this provision should be
made compulsory and g trial should be
given. I think, an independent direc-
tor on the Board acts more as a res-
training power. It tones up the ad-
ministration and management of a
company better than anybody else.

Another important point which, I
think, the hon. Finance Minister
could consider with advantage is this.
While we are all wedded to the prin-
ciple of freedom of the press, that is,
press should have full freedom, yet I
think the time has come when people
owning newspapers and press should
not be allowed to own other industries
in the country. It exercises an influ-
ence and I do not mind saying it that
it exercises a unhealthy influence not
only over the Government and the
Ministers but everywhere else also.
People dare not take action against
some of the companies because the
owners, directors and the chairman of
those companies are newspaper pro-
prietors. If you want a healthy deve-
Jopment of both the press and the cor-
porate sector, then just as wou have
imposed certain restriction on bank
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directors becoming directors of other
banks etc., you must also provide some
sort of a check or embargo on persons
owning, controlling and managing
newspapers and press

Shri Tyagi: Or becoming Members

of Parliament,

Shri Morarka: My hon. friend is
quite right. If a person is a Member
of Parliament and if he ig also a direc-
tor, manager etc.,, of companies, cer-
tainly he exercises a very unhealthy
influence. My hon, friend knows the
provisions of the Representation of the
People Act which, in s0 many words,
debars a Member of Parliament and
disqualifies him if he enters into any
type of a contract or arrangement even
if he is remotely connected, even if he
is a shareholder.

Some Hon. Members: Not
holder,

share=

Mr. Speaker: Not shareholders, only
director.

Shri Morarka: A sharcholder of a
private company.
Shri Tyagi: If your wife is there,

that docs not matter.

Mr, Speaker:
wives,

Shri Raghunath Singh
Yes, that is very bad.

Do not bring in the

(Varanasi):

Mr. Speaker: Parlicularly Shri
Tyagi should not bring in wives of
others,

Shri Daji: Shri Tyagi can conve-
niently bring in wives.

Mr, Speaker: Because he has none
of his own. However, the hon. Mem-
ber has taken enough time. Now he
should try to conclude.

Shri Morarka: Prescribe whatever
rules which satisfy Shri Tyagi; I have
no objection, but I hope, Shri Tyagi
has no objection to my suggestion, If
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he has no objection, my suggestion is
that so far as the press lords are con-
cerned, they should be disqualified
from becoming directors, managers etc.
of or from owning and controlling any
other industry. This is not in any
way curbing the freedom of the press
but this would be a real constructive
step towards improving the manage-
ment of the corporate sector so that
the persons concerncd would be frece
from that unhealthy influence,

1 think that when the Bill is being
examined by the Select Committee—
as I have said, it is going to come hack
by the 9th December and the Commit-
tee may not have time to take any evi-
dence—the few anomalies which 1T
have pointed out would receive the
serious consideration of the hon. Fin-
ance Minister and ag he has becn very
kind enough to accept my amendment
to refer this Bill to the Select Com-
mittee, I am sure......

Shri Tyagi: He will accept other
amendments also.
Shri Morarka: ...... he would have

the same open mind and would have
these provisions amended suitably so
that all these hardships, fears and dan-
gers may be avoided.

Mr. Speaker: There is another sub-
st'tute motion notice of which has
been given by Shri V. B. Gandhi. It
1s almost the same as Shri Morarka's
motion; only two names more have
been added to it. Even the date for
report is also the same. So, would he
like to move this separate motion or
would he just want time to speak
which I wil] give?

Shri V. B, Gandhi (Becmbay Central
South): The amendment iz virtually
identical,

Mr. Speaker: He wants time, 1 will
give him,

Shri V. B. Gandhi:
salisfled with that,

1540 (Ai) LSD—8,

I will be quite

-
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Mr. Speaker: Shri Morarka might
accept it or he might just add those
two additiona] names.

Shri Morarka: I have no objection
if the hon. Finance Minister is pre-
pared to accept those two additional
names.

Shri T T. Krishnamachari: Per-
sonaily I have no inclination one way
or the other; but I thought that in Shri
Morarka's motion the Opposition was
represented in some proportion, that
is, 6 from the Opposition and 12 from
this side.

Shri Daji: Shri Gandhi said that hs
wou'd not press it

Mr. Speaker: 1 will allow Shri
Gandhi an opportunity. Both the ori-
ginal motion and the substitute motion
are now before the House,

Now, I must refer to the point that
was made by Shri Morarka that evem
without a motion in the House the
Speaker can give 3jirection to the Se-
lect Committee that it might examine
and review other zlauses which were
not the subject of the Amendment Bill.
But I find that on the 3rd May, 1954,
on certain provisions of Criminal Pro-
cedure (Amendment) Bill 3 motion
wia: realy made. Earlier also, there
are precedents when a motion was
made, If he so desires, some Member
might make a motion, Otherwise, 1
have nop authority to do that,

Then, there was the objection taken
so far as the postponement of debate
on the earlier Bill was concerned.
Mr, Ajit Prasad Jain reminded me
that on an earlier occasion when the
Compulsory Deposits Scheme Bill
was under consideration, I had made
certain observations that there could
not be two motions simultaneously
before the House. That is right. I
have examined it. But that is a
different case altogether. We were
discussing the Compulsory Deposits
Scheme Bill and we were on a clause
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of that Bill

When I said, such and
such a clause do stand part of the
Bill, a motion was made that the
Government might be asked or dir-
scted to call the Attorney General.
There 1 said that on the same Bill
two motions could not simultaneously
be taken up. When we were discus-
sing that clause, then about the same
Bill and at the same time a different
motion that the Attorney Genera] be
called could not be taken up. There-
fore, I had said that if anoiher motion
was to be moved, there ought to be
a regular motion first that the dis-
cussion on this Bill be postponed.
But the present case is a different
one, The arrangement of the busi-
ness is done with the consent of the
Speaker. I received a letter from
the Minister that he may be allowed
to move this Bill today. I gave my
consent and that has been the vroce-
dure throughout our history so far
as I can see. But I have no objue-
tlon, if the Members now desire that
in such a case they should be inform-
ed ang a motion might be put to the
House, that in future we can adopt
that procedure because I do not want
that ,that power must remain with
me if the House wants that they must
have sufficient information. We can
change that. But the procedure for
the present is the one that I  have
followed and that is the correct one.

8Shri Tyagi: Let the present proce-
dure stand.

Shri T. T. Krishnamachari: May I
submit that I often had the experi-
ence of your i'lustrious predecessors
pointing out certain difficulties in a
Bill and saying that that could be held
over and taken up later and the next
Bill taken? At the time of Mr. Mava-
lankar, it happened often times with-
out any motion being made. He would
say, ‘“Yes, this will be held over.”
And then the next Bill would be
taken.

Mr. Speaker: That is what I have
said. Sg far we have followed that
procedure.
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Now, both the motions are before
the House,

Shri Tyagi rose—

Mr. Speaker: Should'nt I give time
to the Opposition first? Shri Umanath.

Shri V. B. Gandhi: Mr, Speaer, Sir,
I beg to withdraw my amendment.

Mr. Speaker: In spite of that, I
will give him an opportunity to
speak.

Shri Umanath (Pudukkottai): Mr.
Speaker, Sir, this Bill deals with cer-
tain provisions main!y on four as-
pects. It enables the Government ta
constitute a Board and to constitute
a Tribunal. It also enabies the Gov-
ernment to have the power for eonver-
sion of loans and debentures advanc-
ed by the Government to companies
into the shares of the companies
There is a'so a provision with regard
to the appointment of a person by
the Government to exercise the rights
of the Trust on such Boards in the
public interest.

So far as the direction of those
four provisions goes, as is cnunciated
in the Objects and Reasons of the
Bill, it is to be welcomed. To  the
very very limited extent that it
benefits to the proper functioning of
the publie limited companies—io that
very very limited extent-also—it is
1o be welcomed. It will not be sur-
prising if Mr. M. R. Masani of the
Swatantra Party is the first person
to launch an attack even on the limit-
ced aspects of this Bi'l. That is a
matter which we can understand. We
need not be surprised about that.
But the most interesting thing is that
the first attack and most withering
attack came from a Member of the
very Party which is moving this Bill—
I mean Shri Morarka. The essential
point that he raised is the question of
fundamental right being prejudiced.
I would like to know what this fun-
damental right is. Is it the funda-
mental right of cheating the public?
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Is it the fundamental right to defraud
the treasury of the public money?
That fundamental right wil] not be
allowed by the Constitution and this
is not allowed by the Constitution.
The one thing that I would like to
make clear to the Finance Minister,
through you, is that this indicates
that there is a move between some
in the Congress benches and the
Swatantra Party on this side to join
together to water down what little
benefits will come out of this, I
would like to know from the Finance
Minister whether he is going to per-
mit or submit to this attempt to water
down., If that is going to be the
position, he can withdraw the Bill
now itself and save us from all the
troubles. As far as we are concern-
ed, we will not agree to it.

13-45 hrs.

[Mr. DepuTY-SPRAKER in the Chairl

The real assessment, as far as this
Bil] is concerned, can be seen from
the background in which this Bill
comes., The first aspect of the back-
ground is that the Vivian Bose Com-
mission’s report was published and
discussed in this Parliament and dis-
cussed in public also. Secondly, a lot
of experience has been put forth by
the Company -Law Adminisiration
reporis as to how wvarious laws and
amendments passed by the Govern-
ment for the proper observance of the
Company Law are being circumvent-
ed. Thirdly, now the Finance Min-
istry is under the charge of a person
who from the ministerizal benches for
the first time warned by the country
against the danger of man-ealels.
That is the third thing. Fourthly, to
erown it all, there was the Jaipur
Session of the All-India Congress
Committee. Of all the various dec-
larations made at the Jaipur Sessiun,
the one which was noticed by the
public was the declaration by the
Prime Minister on concentration of
wealth. So far, the Government was
not admitting that there has been
increase in the concentration of
wealth which is the source of all cor-
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ruption and all sorts of malpractices.
This Government was hesitating to
admit this. In the Jaipur Session of
the All-India Congress Commilice
meeting, our Prime Minister declar-
ed that he is pained very much to
see that there has been increasing
concentration of wealth.

Now, these four aspects which zon-
stitute the background in which this
Bi’l has come had raised high hopes
among the public to the effect that at
least now the Government is going to
come forward urgently with some
drastic measures to curb this mono-
poly or to curb this growing concen-
tration of wealth. That is what the
people thought, They thought that
at least now the Government will
come forward with some drastic mea-
sures to remove the poisonous fangs
from the man-eater,

Dr, M, S. Aney (Nagpur): On a
point of order. Is the word ‘man-
eater' a parliamentary term?

Shri Umanath (Pudukkottai): That
was uscd in this very Parliament, I
took it from the Finance Minister
himself. It is not my own,

Dr. M. S. Aney: 1 want the Chair
to decidegq that. Is the world ‘man-
eater' a parliamentary expression?

Shri Tyagi: It has been used in the
past.

Shri K. C. Sharma (Sardhana): It
has been used so many times. It is
quite parliamentary.

Shri Umanath: In this background,
this Bill is most disappointing and, if
I may say so, this Bill just brushes
the tooth of the man-eater, Thal is
the essence of it. If you ‘ake tne
objects enunciated here, it is mainly
an administrative measure:

“In order to facilitate quick
action against persons involved in
cases of fraud, misfeasance and
other such malpractices and ir-
regularities . . ."
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That is the object. It is mainly an
administrative one. The implication
is that by certain administrative ac-
tions, these mal-practices, fraudu-
lant transactions, etc. could be put
down. Here, I would like to draw
his attention to the fact that unless
we got to the source of this fraud
and all! sorts of mal-practices, mere
administrative action alone is not
going to be effective. We have 1o
find out the source, and there comes
the role of the Vivian Bose Commis-
sion’s report. It has been wvery help-
ful as an eye-opener for the entire
country as to what was happening
in the world of big business. It had
highlighted also certain ugly spots in
the affairs of big business. It also
gave a clear idea to the country about
the modus operandi by which big
business was swindling public money
as well as the exchequer., Some peo-
ple say that it was just an cxception.
1 do not agree with that. What had
happened with regard to Dalmia-Jains
is typical of big business and not an
exception.

So, it leads us to the wvery source
of these frauds that are going on in
this country. The source is the very
strong grip which these big business-
men have on the economic iife of our
couniry. Unless Government come
forward with laws and policies which
wil] strike at this source, unless they
come forward with laws and policies
which will weaken concentration and
which will weaken monopoly and
promote medium and small industries,
it will be of no use. If they do not
do that but come forward merely with
some small measures like this, then,
however limited the benefit that may

come out of them, they are not going .

to achieve the main objectives stated
in the Statement of Objects and
Reasong attached to this Bill,

If we judge this Bill from that
background, then does this Bill fulfil
that test? My opinion is that is just
tinkers with the problem.
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And the most surprising thing is
this. The All India Congress Com-
mittee declared the definition of so-
cialism and other things. Only yes-
terday, I read in The Times of Iudis
that the executive committee of the
Utkal Pradesh Congress Commitlee
had passed a resolution to the effect
that drastic measures must be taken
as far as banking was concerncd, Here
is an executive committee of a Pra-
desh Congress Committee saying that
banking must be nationalised and
passing resolutions demanding such
drastic measures., But yesterday, 1
also read in the same Times of India
a news item about the Chief Minister
of Bihar appointing Mr, Shanti Prasad
Jain, against whom there is already
an investigation ordered by Govern-
ment, as the president or chairman of
a committee for cxpansion of indus-
trial development in Bihar. This is
the direction in which the Govern-
ment is moving.

What is happening is that this Bill,
as I have said already, is just tinker-
ing with the problem. Why is it
tinkering? Why is there an attiiude
of hesitancy? Why does it go ouly
to a very limited exteni? That in-
volves a question of policy. Perhaps,
Government think that the 1936 Act
and the amending Act of 1960 are
sufficient. In fact, my hon. friend
Shri Morarka had just said that what
had happened in the case of the Dal-
mia-Jain concerns was prior to the
1956 Act, and it had happened tnder
the old Act. This was what the Min-
ister of Industry, Shri Kanungo alse
said during the last session during the
discussion on the Vivian Bose Com-
mission’s report, namely that (this
happened under the old Act, but now
we had the 1956 Act and the amend-
ment Act of 1960 under which these
things could be checked, and they
were sufficient, and on'y in zome small
matters we might have to amend the
Act here and there.

But, let us see what has happened
even after the 1956 Act and th2 am-
ending Act of 1060, and see whether
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they have been able to check the
growth of monopolies and check the
growth of concentration which is the
breeding-grourdd of all this kind of
fraud. Experience shows that they
have not been able to check.

For example, take the question of
the managing agency system. It has
been agreed to by Government as
wel] that that is one of the important
links and instruments which leads to
concentration of wealth and the
strengthening of monopolies. Amidst
big fanfare, in 1956, an Act was
passed here which was aimed or
which was supposed to aim at weak-
ening the managing agency system,
and it sought to enforce certain res-
trictions on the number of director-
ships to be held in the fulure. It
was also provided therein that in case
the managing agency had to be ter-
minated as per the original contract,
then the company could not revive
the managing agency unless it 1was
permitted to do so by the Central
Government. With these two provi-
sions, amidst big fanfare, Government
said that hereafter, this important link
was going to be weakened. But what
has happened actually?

If we take the reports of the Com-
pany Law Administration, we find
that subsequently, the Company Law
Administration had wundertaken a
study of seven managing agency sys-
tems, namely Messrs. Duncan Broth-
ers, Jardine Hendersons, Gillanders
Arbuthnots, Killick Industries, Mec.
Leods, Show Wallaces, and W. H.
Brady & Co. What does this study
reveal? As far as the net profit of
these managing agencies is concerned,
that is, the gross earning of the
managing agency minus the expendi-
ture, the figures were as follows: In
1956, it was Rs. 89'79 lakhs, in 1957
it was Rs. 84°25 lakhs, in 1958, it
increased to Rs. 9110 lakhs, in 1959
it further increased to Rs. 110-11
lakhs, and in 1960, it increased still
further to Rs. 125:04 lakhs. That has
been the net earning of the managing
agencies of these concerns. I am tak-
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ing these figures from the rescarch
department publications of the Com-
pany Law Administration.

Similarly, the rescrves of these
seven managing agency systems dur-
ing the same period increased from
Rs. 3-94 crores to Rs. 5'66 crores.
This is what has actually happened.
Perhaps, the hon. Minister was try-
ing to cover up; I do not know. But
these figures were available to the
Minister of Industry at that time, as
they were available to us also.

This being the situation, it is no use
saying that the 1956 Act and the am-
ending Act of 1960 had been weaken-
ing the managing agency system and
also weakening the concentration of
wealth. In the face of these figures,
it is no use searching as to where we
should go and attack to weaken con-
centration.

Similarly, if we take the propurtion
of directors appointed to posts car-
rying salaries of Rs. 1000 and more, .
in 1959-60, it was 175 per cent, in
1960-61 it increased to 31-6 per cent,
and in 1961-62 it increased to 35 per
cent. This is the direction in which
the managing agency system which
was supposed to have been weaken-
ed after the passing of the 1956 and
1960 Acts has been growing. ot
course, if Government mean that the
strengthening of the managing agency
is weakening of concentration, then I
can have no grievance with them,

Why has such a thing happened
even after the 1956 and-1960 Acts?
Why has there been such a trend to-
wards increase? Why is the strength
of the managing agencies increasing?
It is there that the attitude of the
Government comes into the picture.
When the old managing agency con-
tract was to terminate, the Govern-
ment had the power either to approve
of the revival or to rcject the appli=
cation for revival, But what was the
conduct of Government? In 1961-62,
the number of fresh and pending ap-
plications before Government for
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renewal of the managing agencies was
107, and Government approved of 63
out of the 107 applications and recject-
ed only 18, and the remaining 26 ap-
p'ications were still pending. So,
what has been the conduct of Gov-
ernment? After passing all these
Acts, after admitting that the manag-
ing agency system is an instrument
for increase in concentration of
wealth and also an instrument which
strengthens that sector which breeds
al] sorts of fraud in the country, ana
after bringing forward these Acts
whereby Government have got the
power to restrict it and check it and
weaken it, Government have actual-
ly exercised that power in favour of
again reviving the old managing
agencies. That is why I say that it
is not & question of merzly bringing
forward some Bills. It is a question
of major poliey., Unless Government
change this policy of bias in favour
of a'lowing the growth of big busi-
ness, it is no use. The hon. Finance
Minister has said that Government
are not preventing growth, Of course,
that is our grievance that they are not
preventing growth of monopolies and
they are not preventing growth of
concentration of wealth. This kind
of growth of monopolies and concen-
tration of wealth should be prevented.

1 might point out that the manag-
ing agency system is continuing In
another form also. Government know
it very well. I am referring to the
office of secretaryship and treasurer-
ship. It is practically the same as the
managing agency system; the differ-
ence is actually very small. Other-
wise, it is practically the same in all
essential points. Now, the old manag-
ing agencies are taking the form of
treasurers and gecretaries, and they
are still continuing all their loot.
Government are aware that this form
allowg the managing agency system to
revive itself and continue, and yetl
they have not taken any steps to put
it down. That is why I say that it is
a question of policy,
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Then, let us take the question of the
medium and small-scale industries.
We are saying time and again tha®
they must be encouraged. But wha}
15 actually happening? Take, for ex-
ample, how the Government's own
financial Institutions have been fune-
tioning. Take the case of the Indus-
trial Finance Corporation, for .nstance.
My information is that during the last
year, for about seven big companies
involving about Rs, 10 crores as the
project cost, 38 per cent of the pro-
ject cost was borne by the Industrial
Finance Corporation. That is my in-
formation, and I am subject to correc-
tion in this regard by the Finance
Minister. 38 per cent of the project
cost was borne by the Industrial Fin-
ance Corporation by way of loans, and
in the case of one of the companies,
the percentage of the project cost
borne by the Industrial Finance Cor-
poration as loan wasg 667 per cent
Is this the way of promoting small
scaie and medium industries with a
view {o checking the growth of mono-
polies? Is this the way of attacking
the breeding ground of fraud and all
sorts of malfeasance? You cannot on
the one hand allow the growth of
muonopolies and on the other talk of
curbing measures. You cannot run
with the hare and hunt with the
hound. If you say openly, T am go-
Ing to encourage monopolies’, one can
understand it. But to do it while
talking of curbing measures is not the
proper thing to do,

14 hours,.

What are the other sources of fraud
and corruption? These points are not
being dealt with by the Bill. That is
why it is geing to be a disappointment
to the people. Take, first, the question
of political contributions. k is a very
important question. Apart from the
question of morality involved—it i
immoral to do it—it has got a direcd
bearing on the question of some in-
dustrialists committing fraud. This
gives them encouragement to do so.
In the existing Act, it is gtated ‘unless
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authorised by the memorandum of
assuciation, a compauny cannot make
puiitical contributions’. But what is
happening? The Digvijay Woollen
Mills has contributed Rs. 25,000 with-
out having any authority from' its
memorandum of association. It is an
ultra vires act. Similarly the Visa'a-
kshi Mills in Madurai has taken power
to contribute to ploitical funds without
being authorised by the memorandum
of association. How do these owners
become so bold as even to commit
an ultra vires act; ultra vires of their
very constitution?

The contribution of the Digvijay
Mills of Rs. 25.000 was given to the
Gujarat Pradesh Congress Committee.
That iy the simple fact. Similarly the
managing director of the Visalakshi
'Mills—I  forget his name—was in
charge of housing the Congresg Com-
mittee members during the AICC ses-
sion in Madurai,

I say this: as long as the ruling
party continues to be party to owners
violating their own memorandum of
.association, you cannot check this
thing. It is high time for the Finance
Minister, especially after the AICC
session where it was declared that
hereafter the Congress organisation
would go among the masses and col-
Ject funds and not rely on oigwigs --it
was a very good decision; it should
have been followed up—to have reflez-
ted that decision in this Bill. The
Finance Minister should have come
forward with a proposal to do away
with the provision for political conlri-
bution by any company. Let the direc-
tors individually give. It is an indivi-
dual matter. But let him not allow any
company to pay sharehodlers’ money
to political parties. There are so many
parties among shareholders. They do
not hold the same views. This should
have been done. But it is not dcne,
which is most surprising. That is why
I say that whatever be the objects
stated in the Bill, people will never
believe them as long as the practice
continues like this.
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Another gource of weakening the
fight to weaken monopolies and con-
centration of wealth is the practice of
IAS and ICS officers going and joining
private companies after retirement
These officers have got all the secrets
with them of their erstwhile depart-
ments. They wield influence over the
juniors who have subsequently taken
charge of those departments. This is
how the fight against growth of mono-
polies and concentration of wealth, is
weakened. Who is allowing this?
There is a provision that unless the
Central Government permits the re-
tired officer, he cannot seek private
employment. Can it be more shame-
ful than this, that the Secretary of a
State Government's Labour Depart-
ment, on retirement becomes the Sec-
retary of the South Indian Millowners'
Association?

Shri Sham Lal Saraf (Jammu and
Kashmir): For proper advice,

Shri Umanath: The Government
itself has permitted him.

Shri Daji: There is a case of one
officer, not retired, being deputed to a
hig monopolist. He is holding his lien
with the Government of Bihar, But
he is director of the Tatas.

Shri Umanath: So this is the praec-
tice. It cannot be said that the officers
themselves, on their own, are doing it,
when the Government hag got the
power to prevent it. Even this Bill
reflects this bias in favour of big
business. It is said on page 13, ‘to
enable quick action’. People will
never believe this when they take into
account actual performance. In 1961-
62, in the entire year, Government have
appointed inspectors to go into the
affairs of companies in just two cases.
There are hundreds of companies and
so many things are going on. If just
two inspectors are appointed, quick-
ness is there! In 1962-63, my infor-
mation is that Government was still
quicker when they appointed only one
inspector—subject to correction by the
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Finance Minister. This is quickness
in reverse.

Dr., M. S. Aney: It is retrench-
ment.

Shri Umanath: And what about the
filnes? On an average—again subject
to correction by the Finance Minister—
throughout the country, per prosecu-
tion it is Rs 125. How are these big
monopolists who are experts in so
many kinds of fraud and other things
going to be penalised this way? They
do not care a tuppence for this
Rs. 125; they will shell out lakhs to
cover up some fraud, This is what is
happening,

Take the Bose Report. After so
many years after its publication, after
its discussion, after the recommenda-
tions of two eminent persons also, not
even prosecutions have started yet.
With this performance, how are people
going to believe what [ stated in the
Bill in terms of enabling ‘guick aec-
tion'? They are not going to believe
it.

Coming to the term ‘opportunity,’
much was made by Shri Morarka of
fundamental rights. This Bill says on
page 10;

“No order under this section
shall be made against any person
usless he has been given a reason-
able opportunity to show cause
against the same”,

Let us work out the gcheme. First,
Government suspects a person. Then
it gets information through investiga-
tion. Then it filles an application be-
fore the Tribunal. Then the other
man is given an opportunity, all sorts
of opportunities, documentary proof,
oral proof etc. to show that he has
not committed fraud. After all this,
the Tribunal finds that he is unfit,
he ha; committed fraud. Now this
section sayg that evep after the find-
ing of the Tribunal, thig person must
be given another opportunity to show
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cause why he should not be removed?
Why this opportunity, I do not{ under-
stand, What is the purpese? He has
been found unfit by Government, he
has been declared unfit by the Tribu-
nal; yet why this opportunity? It
could only mean that perhaps Govern-
ment relies on the second poruon,

‘Provided that no matter shall be
raiseq by such person before the
Central Government if such mat-
ter has been decided by the Tri-
bunal or the High Court’.

It means that the person declared un-
fit or as having committed fraud may
approach Government on some other
ground and canvas his case. It is
just like Government telling him:
‘Please show cause why you should not
be retained in the directorship on
other grounds'.

Shri Tyagi:
ng.

That is not the mean-

Shri Umanath: I am not giving the
legal meaning. I am giving what it
will work out in practice. A person
has been declared unfit, declared to be
a fraudulent character on various
fucts. How can he become fit to be in
the company on any other ground?

Shri Daji: Political donation.

Shri Umanath: Yes,

Shri Morarka also raised this ques-
tion. He says he must be riven ano=-
ther opportunity. Even the first op-
portunity should not have been there.
When it is a question of dealing with
representative trade unions, workers,
peasants or middle class employees,
when it is a question of detaining
them, Government need not give them
any charge-sheet; no opportunity need
be given to them! There need not
be an advisory committee, no oppor-
tunity need be given to the represen-
tatives of workers and peasants who
are detained, indefinitely but here
not only one opportunity, but a double
opportunity is given to a fraudulent
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person. Why this contrast? Because.

the person though declared unfit and
fraudulent belongs to the big business
family, whereas these people belong
to the working class, peasantry and
ordinary democratic organisations. So,
there iz this bias in this Bill.

The tribunal is welcome, but every-
body will agree that in this tribunal
there should not be any men of big
business or their friends or relatives
or managers who can be influenced by
them. But what does thig Bill do?
Shri Morarka very conveniently mis-
sed that portion. In page 2, sub-caluse
(2) reads:

“The members of the Tribunal
shall be persons who appear to the
Central Government to have ade-
quate knowledge of, and experi-
ence in,....

(c) administration or manage-
ment of companieg and law relat-
ing thereto”.

Not just knowledge, but experience
of management. That means it is a
small opening to allow big business to
come in there. Shri Morarka need not
have any grievance against the Finance
Minister. The report of the Vivian Bose
Commission and other things have
shown that this is going to defeat the
very purpose. It is very difficult to
get honest men from big business, that
is our experience. They may not be
directors, but even their relatives or
managers are influenced by them.

It is good there iz a provision to
convert loans into equity capital, but
that power must be exercised. For
example, TISCO and IISCO concerns
belonging to Tatas were given in-
terest-free loans in 1954 of about Rs.
10 crores each. After passing this Bill,
if Government comes forward imme-
diately passing orders to convert those
loans into Government shares in those
companies, we can believe in their
bona fides. But generally we find
there are so many enabling powers
which are not exercised, or, if at all,
exercised in favour of big business.
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The provision is still halting. The
proviso reads:

“Provided that if the terms and
conditions of such conversion are
not acceptable to the company, the
company may, within thirty days
of the communication to it of such
order or within such further time
as may be granted by the High
Court, prefer an appeal to the High
Court in regard to such terms and
conditions......

And the proposed sub-section (5)

to section 81 reads:

“In issuing any order under
sub-section (4), the Central Gov-
ernment shall have due regard to
the financial position of the com-
pany, and in particular to the
terms of issue of the debenture
or the terms of the loans, as the
case may be, and the rate of in-
terest payable on the debentures
or loans, the subscribed capital of
the company and its loan lia%i-
lities, its reserves, its profits Jdur-
ing the preceding five years and
the current market price of the
shareg of the company.”

This is not going to work. Where is
the necessity for this? The loan of the
Government to Tatas, for example, has
contributed to increasing the profits
of that concern from 1954 and to
strengthening the prospects of that
company. It has also contributed to
the increasing share value of that com-
pany. In view of this, there must be
a provision that the conversion of loan
capital into equity capital will be at
the market price of the Tata shares
at the time the loan was made. What
{s wrong in that, how is it unjust?

Shri Morarka raised the question of
the conception of public interest, I
would like to know if public interest
will include for example the applica-
tion of labour laws in the particular
concern. If the management has been
repeatedly violating them and endan-
gering peace in the industry, accord-
ing to me it is to the detriment of the
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public interest. Will the Finance
Minister accept that, I do not know.
Simularly, if a company uses the price
mechanism to increase the price and
expioit the ordinary consumers, that
is to the deiriment of the public in-
terest. I would like to know whether
all this will come within public inte-
rest,

We do not say that the private sec-
tor has no role. The private sector
hag a role in the development of this
country, but it must fit in with the
scheme of planned development of this
country. It must also reconcile itself
to the preponderance of the public sue-
tor. My request to the Finance Minis-
ter is that on the question of growth
of monopolies and concentration of
wealth, certain drastic changes must
be made in policy. I hope that amend-
ments on the basis of the criticisms
that I have made will be accommoda-
ted by the Select Committee and the
Finance Minister,

Shri Tyagi: Since my name hap-
pens to be in the Select Committee 1
should normally not speak now, but
there are certain points which have
provoked me to do so.

My hon. friend in that safe corner—
1 am sorry for the corner he has oc-
cupied—has made a nice speech, I
must say, but it seems to me that he
hag not appreciated the actual mean-
ing of the Bill.

It has been our policy for a long
time past to finish with these monopo-
lies, we do not want them. The pat-
tern of society which we wish to est-
ablish is quite the antithesis of the
monopoly system. So, we are opposed
to monopoly, but if by drastic changes
my friend meang that swords must be
used or something like that....

Shri Umanath: That
tion of my point.

is a distor-

Shri Tyagl....that becomeg difficult
for us, because our conception of socia-
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lism js on democratic lines, We have
to carry Parliament with us.

Shri Daji:

Shri Ayagi: Jaipur. So, we iave io
proceed In g democratic manner.

Avadi or Jaipur?

1 was expecting my hon, friends on
the other side, though sometimes their
support doeg us a little damage, to
support this Bill heartily, because,
after all, any wise man can see what
it means.

1 must congratulate the Finance
Minisier, I am glad he has come back.
Factually speaking, this is the first
time we find some practical steps being
taken with regard to the financial
structure of this country, because it is
not only taxation and banks alone
that count; the whole thing depends
upon industries, these companies and
corporations. By one siroke of the
pen, the Finance Minister has made a
beauuiful suggestion, I admire it, and
I wish the country appreciates what
the result of this change wi'l be. Con-
version of loans into equi‘'y capital is
something of a novel idea. He ;ays ‘hat
thereby loans will be given liberally.
I never thought that a Finance Minis-
ter could be so clever—I do not know
whether the word “cunning” is unpar-
liamentary, but I shall only say c'ever.
If 1 were to speak on behalf of the
capitalists, I would say his policy 1s
Machiavillian, because this is just say-
ing: have more loans to establish in-
dustries, I am prepared to giva you
money, but ultimately, some day, 1
might choose to turn this money into
equity capital, and thereby become anm
owner of the industry which has been
established. That is the most democra-
tle, most suitab'e, the sweetest method
of penetrating into the private sector.
My friend is just raping the privats
sec‘or without any resistance that 1Is
what 1 feel. And this is done with
their consent, The private sector
accepts the money, and then the loan
is converted into equity capi‘al, Noth-
ing llke that! We can best guard
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against malpractices if we have our
representative in the company. If the
L.I.C, and other guch organisations go
on turning their loans into equity capi-
tal then they will become shareholders
an those companies, and their pepre-
sentatives will be there. Ewasion of
taxes and other malpractices will natu-
ral'y cease. That js a device which I
admire, and on which I must congra-
iulate the Finance Minister. He has
really taken one practical step towards
socialism, This is the best method,
because where is the money to give
compensation to the private sector if
we take it over? Then there are other
difficulties also in Parliament; some-
times there is resistance, This is the
best way. It is marriage by consent;
this is the most non-violent method.
Afier all it is for the prosperity of
the company or corporation or indus-
try that money was advanced........
(Interruptions.)

Shri Prabhat Kar: In Parliament
there are Tyagis and Morarkas,

Shri Tyagl: Mr. Morarka has not
objected to that really. What he
objected to was different; it was part
of his democratic right, which essen-
tial'y means freedom of the individual
and the rights guaranteed to him. He
must have his right for appeal to go
to a higher court from the tribunal, It
was the right.

Shri Morarka: That is repugnant to
the Communist philosephy.... (Inter-
ruptions.)

Shri Tyagi: I do not know what my
hon, friends on that side will do when
they come to power; one .lyes not
know: one may not live to see. But
on the face of it they also say that
they want! to be just. So, justice has
to be done to everybody. So, his sug-
gestions are not very much of a de-
parture from the lines adopted by the
Finance Minister, The setting up of
the Board is one of the best ideas, If
the Minister were to exercise his
judgment one way or the other,
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motives would be attributed; they will
say that somebody has paid for the
party’s funds; slogans will be raised.
Parties in Opposition always try te
get something.

$Shri Indrajit Gupta: You have pull-
ed down one Minister of yours because
of that.

Shri Tyagi: There is no question of
pulling down, Your weight is always
against the Ministers. So, the setting
up of the board is the most suitable
idea.

The total administrative machinery
in India, in the Centreland in the
States, has been damaged to g great
extent on account of too much jnter-
ference of politicians in power. Peo-
ple must know that the administra-
tive structure is the only structure on
which Governments are based in demo-
cracies, It is not always the king or
ministers, Their function is to lay
out policies and it is the executive, the
administration which carries out those
policies, Too much interference takes
away the self-confidence among them;
they could not act judicious'y if every
time there is interference. There will
be controversial matters and the board
will exercise its discretion. Members
of Parliament may put questions if
any irregularity comes to their notice;
things may be discussed here; Minis-
ters also might take action if something
is brought to their notice, If people
all over India do not repose full con-
fidence in the sense of justice and fair-
play of the administrative machinery,
Government can never succeed and so
it is good that a board has been con-
stituted.

The control of charitable trusts has
been a matter of controversy for the
last ten or fifteen years. Big people
start such trusts for god motives—a
welcome idea—with lakhs and crores
of rupees. That money is jnvested in
their own business on behalf of chari-
table trusts of which they themselves
are trustees, The profits of trusts are
exempt from income-tax and thus
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lakhs of rupees are tax-free like that.
N.w that income goes back into their
own business and thereby they take
undue advaniage of those trusts. Over
and above that they have their right of
voting on behalf of the trusts so that
the general shareholders suffer. So,
this idea was sponsored in the party
executive also and those proposals
were forwarded to the Finance Minis-
try for consideration. I am g'ad the
bon, Minister has responded well to
their request and has taken this up.

This will go down gs a historical en-
actment because for the first time it
opens the windo>w to give expression
to0 ourselves with regard to the socia-
list pattern which is our goal. This is
a practical step taken for the first
time. It is no use starting public sec-
tor projects. Wherever there are
monopolies, they must be broken and
the best way to do that is to inject
yourself into them and become their
partner, The public sector becomes
the partner of the private secior gnd
that means a national sector is being
created. I welcome this idea and I
support this Bill.

Shri Tridib Kumar Chaudhuri
(Berhampur): Sir, I would begin by
joining issue with my friends on the
right and also with the speaker who
just now sat down because from their
speeches it seems a lot of confusion
seems to be going round that you
build socialism by merely amending
the Companies Act. The very fact that
there is a Companies Act proves that
we are living under a capitalist sys-
tem and we recognise the existence of
joint stock public companies; that is
the hallmark of capitalism, pure and
aimple. In whatever manner you may
amend the Companies Act, it js not
going to prevent the concentration of
wealth. The American experience of
Sherman Anti-Trust laws is an ample
proof: the British experience also is
more or less on the same lines. We
are here concerned with a very limit-
ed measure. When I wag listening to

NOVEMBER 28,

1963 (Amendment) Bill 2050

the speech of the hon, Finance Min-
ister 1 was wondering what happcned
to the recommendations of the Vivian
Bise Commission and the Daphtari-
Shastri Committee, But he has dis-
posed them of in a few sentences by
saying that a more comprehensive
Bill is—not exactly on the legislative
anvil but is—being prepared 'sy the
Department concerned and that by the
next session he migh! present us with
that Bill in the House, But even with
regard to the limited purpose which
this Bill has, I will have occasion to
sh>w, even in regard to the amend-
ment of those seclions which this
amending Bill affects. that the recom-
mendations of the Vivian Bose Com-
mission have not been followed.

But before I go into that I have to
refer to one or two general matters.
Firstly, with regard to the administra-
tive machinery of the Company Law
Administration, under clause 4 of the
Bill before us Government propJse to
set up a Board of Company Law
Administration, That only changes
names; it changes the present secreta-
riat of the Company Law Administra-
tion into a Board and is nothing more
than change of nomenclature.

If I may in this connection draw the
attention of the House and the Gov-
ernment to paragraph 60 of the re-
commendations of the Vivian Bose
Commission, the Commission say that
this Department of Company Law
Administration should be integrated
with other departments and regulat-
ing authorities of the Central Govern-
ment which deal with public com-
panies in one way or other. I am very
glad, although some objection has
been taken against that jn some quar-
ters, that the Company Law Adminis-
tration has been transferred to the
control of the Finance Ministry. And
I would suggest to the hon, the Fin-
ance Minister to see if he could mnot
amend clause 4 of the present Bill
containing provisions with regard to
the constitution of the Board so as to
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as the Controller of Capital Issues,
the Chairman of the L.I1.C.—because
L.IC. is the biggest single investor in
the eorporate sector today—, the Gov-
ernor of the Reserve Bank and the
Chairman of the State Bank, whether
all the authorities, banking authori-
ties and all those officials who control
capital jssues and stock exchanges,
could not be brought together in this
Board so that they might have a gene-
ral power of supervision and control of
the corporate sector of our economy,
which means control over more than
two th-usand crores of rupees of our
people invested in these various com-
panies, big and small. If we s‘art con-
stituting a Board of that kind, per-
haps we would be doing something
useful

Then, 1 have also to draw attention,
to another fact. It is no use making
good 'aws, unless you crea‘e g suffi-
ciently broad-based organisation with
sufficient number of personnel to
administer thnse laws, 1 understand
that in the United States the corres-
ponding depar‘ment of the Federal
Government hag more than nine hund-
red officers to control, supervise and
regulate their corporate sector But
here our experience has been that
even if the public or the shareholders
move the Company Law Administra-
tion, it is very difficult to get a quick
order, not because the officials are un-
helnful, not because they do not want
to take any action, but becauss with
the best possible of intentions they
simply do nnt have the staff to carry
on all the investigatinns and to carry
through a'l the formalities necessary.
So ‘he derision in every case is delaved
inordina‘elv, by two to three years
and even mnore  Twna tn ‘hrae wvonrs
19 the least nossible time that is taken;
if wo got a desicion in twa o= thpaas
years we have to thank onr lot for it.
So much for the adminiztration side
of the Company Law Administration
and clause 4.
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Now I come to one of the main
objects of the Bill, namely constitution
of a Tribunal to exercise the powers
and functions conferred on courts by
section 203 and sectiong 397—407T.
Aiong with this we have also to con-
sider, because they are very much re-
lated, the new Chapter IVA which is
going to be added in Part VI—Powers
of Central Government to remove
managerial personnel from office on
the recommendation of the Tribunal
Now, the proposed section 388B in
this new Chapter and section 203 in
the principal Act are very much re-
lated. In section 203 of the principal
Act power has been taken to restrain
fraudulent and wundesirable persons
from managing companies, Where a
person is convicted of any offence or
in course of winding up a company it
appears that a person has been guilty
of any offence for which he is punish-
able under section 542 or has otherwise
been guilty, while an officer of the
companyv, of any fraud or misfeasance
of his duty to the company, then the
court may order that such persom
shall not without the leave of the
court be a director ete. Now, more or
less the same power is taken by the
Central .Government under this pro-
posed new Chap'er which has been in-
corporated in the amending Bill under
c'anse B. Here we find that the Cen-
tral Government, after making an
anplication to the Tribunal and after
having ~btained an order from the
Tribunal, may, if the Tribunal holds
that a particular person is not a fit
and proper person to ho'd the office of
director, etc., remove him for five
vears. I do not understand why this
rvundabout and long-winded process
has been prooosed. Bv a simple
amendment of section 203 of the prin-
riral Art this could have been very
easily done. provided the tribunal were
there This nronnsed sert'on 3RAB says
that “wher~ In the oninion of the Cen-
tral Gavernment there are circum-
stances cuergesting” ete. It seems to
me that under the exis‘ing Comnanies
Art so lomg as that nrincina’ Act is
there. there Central Government can
only have that kind of opinion after

. -~
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making an investigation under section
237(a) and (b), and making of en=-
quiries often takes a long time. Then,
the Government forms an opinion;
after adverse opinion against a parti-
cular person is formed on the basis of
the investigations carried out under
article 237(a) and (b), the Govern-
ment moves the tribunal with the re-
quest that the tribunal may enquire
into the case and record a finding.
Then there is a second enquiry by the
tribunal, In the end the Government
takes n> more power than to bar that
person for five years from holding the
position of Directorship or Manager
after the finding by the court.

Mr. Deputy-Speaker:
Member's time is up.

The hon.

Shri Tridib Kumar Chandhuri: I
have one or two more poinis to make.
The Government only takes power to
remove that person, against whom a
finding is given, only for five years,
which power was already available to
the c;urt under section 203. I think
the Government and also the Select
Committee would consider whether by
a simple and straightforward amend-
ment of article 203 their purpose would
not have been better served.

Then 1 come io section 203 of the
principal Act itself, At least with re-
gard ty that, I think the hon, Finance
Minister should have had no objec-
tion to follow the recommendations of
the Vivian Bose Commission, but that
has not been dme. 1 do not mind if,
for the other numerous recommenda-
tions of the Commission, the Govern-
men' atk us to wait for some more
$ime, but when they are making pro-
visions affecting section 203 in various
ways, why should they fight shy of
the recommendations of the Commis-
sion made ijn paragraph 267 The
Commission says:

“Under section 203 of the Com-
panies Act, the power is somewhat
restricted, and we would like to
expand it on the basis of the

NOVEMBER 28, 1963

(Amendment) Bill 2054

Jenkins Committee report contain-
ed in paragraph B0 thereof. The
Jenkins Commitiee has recoms-
mended that the court should have
power to disqualify any person
who has been convicted of any
offence involving fraud or dis-
honesty whether in connection
with a company or not; who has
been persistently in default in
complying with the provisions of
the Companies Act; ‘and who is
shown to have acted recklessly or
incompetently in relation to the
affairs of the companies of which
he is or has been a direcior or
otherwise concerned in the
management.”

Now, if the Government had accept.
ed these limited recommendations
with regard to section 203 of the Com-
panies Act and made it more strin-
gent, a simple amendment t> section
203 would have amply served their
purpose. If they had done so, this
power which they are taking under
clause 8 of the Bill would be entirely
unnecessary.

So, T wou'd request the Government
to give some more thought to it and
1 hope the Select Committee would
also consider these few provisions of
the Bill relating {o the powers of the
tribunal and the powers to be taken
by the Government for removing un-
desirable persons from the manage-
ment of companies.

Shri P. R. Ramakrishnan (Coimba-
tore): Mr, Deputy-Speaker, Sir, this
Companies (Amendment) Bill carnot
be more timely. 1 congratulate the
Finance Minister on bringing it carly
during this session. There has been
a lot of mudslinging on the par: of
many p~ople on private sector. I
would now like to rccall the general
remarks made by the Finance Min-
ister during the course of the rebate.
He said that this Bill does not envis-
age putting any restrictions on ihe ex-
pansion of the private sector but it
encourages it. As a matter of fact.
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all people in the private sector can-
not be honest. There are co2riain
people who are dishonest. I am willing
to own that. I am also willing +to
admit that the private sector 1eeds
some toning up. If one man in the
private sector is dishonest people
naturally say that the whole private
sector is dishonest. This is 0ot correct
because if one man in a vilage s
dishonest, surely, you cannot say the
whole village is dishonest, If a man
in a village is a thief, you cannot duh
the whole village as thieves. By
appointing this tribunal, I am wvery
sure that the man who is reaily
corrupt can be brought to book and
it can absolve the private sector of
this grave accusation.

There is some apprehension, as the
Finance Minister has rightly pointed
out, in the minds of many peop.e re-
garding the appointment of the tri-
bunal, He said there are people who
approve of the appointmont of the
tribunal. There are people who dis-
approve of the appointment of the
tribunal. As far as I can sce, the
only people who disupprove of the
appointment of the tribunal ar» those
who fear that Shri T. T. Krishnama-
chari wiil no. be there for cver; there
may be sumcbody who may take his
place and when he comes, if he
takes into his head or rather wants to
wreak vengeance on  somebody  on
personal grounds he may invoke this
a3 an instrument for persecution. 1
trunk it 15 a fur-fetched argument. In
the Statument of Objects and Rea-
gons to this amending Bill, the Fin-
ance Minister has made it very clear
that the constitution of the sribunal
has been brought about only for ex-
peditious action. Under section 203
of the Companies Act, any person can
be prosccuted for fraud. But certain-
ly the matter has to be referred to a
ecourt of law, and the court takes its
own time and the man cannot be re-
moved for many yecars. He can com-
mit fraud after fraud without being
punished for what he has donz Al
I can say is that by appointing & tri-
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bunal, any man can be removed imme-
diately from the administration of a
company after the tribunal comes ‘o
the decision that the man has com-
mitted a fraud and for five years he
is debarred irom being a Jirector of
a company or from promoting any
new company. I am just reminded of
a lecture delivered by one of aur pro-
fessors in the management school
where I was studying—the Massa-
chusetts Institute of Technology in
the United States. A question of this
nature was asked: Suppose a com-
pany is not functioning properly, what
wiil you do? Without hesitation he
said, “Suppose you have a bad twoth?
What will you do? Naturally you pull
it out. Similarly, if you find the
management is bad and is not able to
function properly, it should be remov-
ed.” The higher the ladder you climb,
the easier is the fall. So, it is natu-
ral that if the management is bad, it
must be remowved. After all, the
ownership of all the industries in the
country is not the prerogative of a
few individuals. It is public aroperty
and the management of the public
property must be properly dcne I
am sure the hon, Finance Minister has
fully realised that the national wealth
should be protected properly. Oniy
with this intention he has brougnt inta
being a tribunal and that the tribunal
should act expeditiously and remove
one or a group of persons who are
incompetent to run indusiry, .o that
the private sector may be toned up
and an assurance may be brought to
the country that the private seclor
can effectively contribute to the
economy of this country. I welcome:
the appointment of the tribunal

There is only one thing about which
I was a little doubtful. Mr, Morarka:
has raised the question of the compn-
sition of the tribunal. [ am surs the
Finance Minister would fully .agree
with me that the appointment of a
one-man tribunal will not ~uffice and
I hope when the Select Coramuttee
meets, he will accept the mggestion
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that the tribunal should be a 1,igh- any loan that has been sanctioned

powered committee. The tiribunal can be converted into equity shares. I

should go into all matterg thoroughly
so that there will not be any question
of doubt in anybody's mind, I am
sure the Finance Minister would ac-
cept the suggestion thai{ a person of
the eminence o; a High Court Judge
should be appointed as the Chairman
of this tribunal.

Regarding the question of violation
of fundamental righis which Mr.
Morarka raised, I do not «ugree with
him at all, because if a man commits
a murder or any other offence punish-
able by law, naturally he goes *o jail
and is punished by law. In the same
way, if a man has committed a fraud
in a company which is a public trust,
he must be punished and immadiately
removed. This is no violation of any
fundamental right of any human
being.

The formation of the Board is a new
innovation. I am sure the Finance
Minister has considered the working
working of the company law adminis-
tration, it is a wise s'ep that hz has
taken to appoint a Board, We hope
that this Board would consist of per-
sons who are eminent and it will give
a new life to company administratinn.

There is one point which Mr. Tyagi
made regarding the conversion of
‘Government loans into equity shares
I think he did not really understand
the implications of what he was say-
ing. He said that through the back-
door Government has brought about
a way by which it can nationalise

any industry. Actually this is what
he meant: Government could
socialise the industry by converting

Government loans into cquity shares,
I am sure this is not the 1ntentinn.'
All loans are not convertable, only
to loans that are given ‘o the vcompanv
on the specific understanding that at
a later date, if they want it ‘> be
converted into equity shares, they
have the right to do so. It is not as if

do not want people to have th2 mis
apprehension that if they take loans
from the Government, they are liable
to be converted into equity snares and
some day the Government may take
over the industry. 1 think Mr. Tysgi
did not quite understand :he implica-
tions of what he was saying. 1 am
sure Government has no idea or in-
tention of taking over the industry.
This may create a very grave doubd
in the minds of many industrialists
and I do not want that they should
have this misapprehension.

I know that trusts which own a lot
of equity shares in companies have
been abusing the privileges o owner-
ship. I know that many peop.:, for
evading income-tax  have  started
family trusts; most of the trading is
don~ through this fami'y trusts and
the funds are invested in industries
which they manage. I do not like to
quote names in Parliament; I my-
self am aware of many instances
where the trust privileges have been
abused. I am sure the Finance Min-
ister is also aware of many instan-
ces. A {rust is created for public
charity purposes and thev should be
used only for the promotion of those
purposes. It that privilege is being
abused, Government should. have
the right to appoint their own direc-
tors and control the trust share capi-
tal, so that it would be used for the
proper purposes for which the trust
was started.

I do not want to go into the details
of the provisions of the Bill. It is
going to a Select Committee and 1
am sure the Committee will go
through it clause by clause and plug
loopholes, if any, I only want to say
that the High Court has no powers
to question witnesses or to go *hrough
documents again. I do not know how
the Finance Minister wi'l overcome
this defect as it is envisaged here. If
the tribunal finds fault with a person
and if the case is referred to the
High Court, the High Court can only
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look at it as it pertains the law. I
hope the Finance Minister will find
gsome way whereby an innocent man
can get redress expeditiously. If he
is not at fault and if he can prove his
innocence, he must have example
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Shri V. B. Gandhi: Mr. Deputy-
Speaker, Sir, now that we have bcen
given an assurance by the Finance
Minister that a comprchensive Bill,
in which wi.l be incorporated som®
of the recommendations of the Dap-
thari-Shastri Committee, is going to
be brought before the House very
soon, probably next session, I think
we can leave the matter at that, This
Bill is an urgent one and we can ac-
cept its urgency. The memory =
fresh in this House of the many o
stances in which managerial person-
nel of many large and important com~
panies were involved in cases of irre-
gularities, malpractices of all kinds,
defaults, frauds and event breaches of
trust and so it is absolutely necessary
that a measure of this kind should Lte
considered and passed into law with-
out undue delay. From that point of
view, this Bill has not come before
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the House any too soon. We know
bhow very time-consuming some of the
existing procedures can be in our
effort to bring to book persons guilty
of mismanagement, fraud etc. in re-
lation to joint stock companies. Quick
action is, therefore, very desirable.

Here 1 will enter a mild protest at
the way in which these Bills are being
brought belore this House in such
quick succession. Members should be
given time to study, to deliberate and
also to collect material for a fuller
treatment of the subject before the
House. Passing legislation hastily
withput properly digesting it is
not a very good thing; it should be
avoided.

The principal object of this Bill is
two-fold; firstly, to provide for the
setting up of a tribunal which wil] en=-
able the Government to remove the
managerial personnel of joint stock
sompanies on the basis of the findings
of that tribunal and, secondly, to pro-
vide for the constitution of a board of
eompany law administration. It is
proposed to entrust to this board most
of the powers and functions of the
Central Government. We accept both
these objects. There is something in
the point the Finance Minister made
that when a matter is deliberated by
@ board, by more than one individual,
their decisions are likely to prove
more acceptable, more valuable, But
1 am not quite sure that kind of a
board is necessary at this stage. We
would like to know if there are any
instances of other countries where
such boards or such machinery is pro-
vided for this purpose; not that we
must necessarily follow other countr-
fes and not initiate any original machi-
nery of our own. But if quick
decision is the desideratum, I am not
yet quite sure, I am not yet convine-
ed whether an arrangement of taking
_decisions through the board will be
the quickest method,

Then, there are other objects too.
For instance, there is the object of
preventing the use of voting rights of
2 trustee for the personal interest of
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the donors. We can straightway ac-
cept that object. Lastly, there is one
more object to which some reference
can be made, and that is, in cases
where Government has advanced loans
to companies, Government would Lke
to take power to direct conversion of
such a loan into shares in that com-
pany on f{air and equitable terms. ‘I'nis
too is an object to which one cannot
object. My only suggestion would be
that we should carefully go into the
ethics of the step, but as a general ob=
servation I will repeat that it is am
acceptable proposition,

The procedure to be followed In
cases that will be considered by the
tribunal is going to be som=thing like
this. The Central Government will
refer to the tribunal cases in which
persons are involved in mismanage-
ment, irregulariiies and other mal-
practices. The tribunal will inquire
into the cases and record its finding.
The finding will be a clear statement
from the tribunal as to whether such
a person is a fit and proper perion to
hold office in the management of thas
company. There is, of course, a pro-
vision for appeal to the High Court,
but that is qualified with the prowvise
that it shall be only on questions of
law. As I said, the principal object is
to take power for Government to re-
move managerial personncl on the
basis of the findings of the tribunal
There are certain provisions in this
Bill which will have to be very care-
fully considered by the Select Com-
mittee, and this matter is going to a
very competent Select Commitiee
for further consideration.

Then, there is this proviso on page
10, to new section 388F, which says
that if the tribunal has given any
finding against any partner of the
company, the Central Government
may remove the management and even
the managing agents of that cum-
pany. Of course, there is a furiher
provision that a reasonable oppor-
tunity to show cause against tle
order is to be given to the aggrie-
ved party. But I am not quite
sure whether in our reformimng zeal



2069 Companies

[Shri V. B. Gandhi]

same of these things we are not going
at a rather fast pace.

There is also a provision in sub-
section 3 of the new section 388F which
says that the persons found guilty will
not hold office in any company during
the period of five years from the date
of the order of removal. Here also I
thought, perhaps this is a case which
deserves a very careful consideration
on the part of the Select Committee.

Finally, I wou'!d just make one plea.
This House should remember that in
the joint stock companies’ world, there
are a very large number of joint sock
companies, a majority of which are
well conducted and whose management
is above board. This majority may be
among the gmall companies or the
moderately large companies, but they
are well behaved and, as I said, in our
zeal for reform let us not do anything,
or at least we should take care to see
that we do not do anything, that will
make it difficult for these small com-
panies to carry on their business with
all these new and too many restrictions
end with all these attitudes of sus-
picion. 1 hope, what I have said here
is also the experience of the Company
Law Administration in this matter.

Mr. Deputy-Speaker: Shri Siam
Lal Saraf. He is not here. Shri
Bonavane,

Shri Sonavane (Pandharpur): Sir, 1
rise to oppose the motion for referring
the Bill to the Select Committe. My
grounds for opposing it are simple and
straigh‘forward. I know that this
amending Bill hag emerged as a result
of the findings of the Vivian Bose
Commission, When the report of that
commission was discussed, the Law
Ministry and the Finance Ministry
were criticized heavily for not bringing
forward early legislation to plug loop-
holes of which the management of
eompanies took advantage and indulged
in geveral malpractices, The Govern-
ment took time, thought over the
matter and have come before this
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House with this amending Bill. Ag it
was stated by the hon. Finance Minis-
ter, this Bill is of an emergent nature
and a comprehensive Bill would follow
later, Under these circumstances I
fail to understand these delaying
tactics of sending the Bill to the Select
Committee and of wasting time. If my
hon. friend who moved this motion
wanted to correct some of the bad
features which, according to him denied
natural justice and also fundamental
rights to some of the company mange-
ment, he could have come forth wi'h
amendments to whatever features tiat
existed in the Bill and placed them
before the House and then we could
have considered the matter, But he
has not done go. He has not brought
forward any amendments to the Bill.
He just wants that this Bill be refer-
red to the Select Committee and that
it should come back with a report
before the close of the session. I think,
that is not a very happy thing to do.

There is another thing. Why has
the hon. Minister not come forwaid
with a comprehensive Bill at this time?
He has taken about three or four
months. He could have brought for-
ward this Bill during the last session
and could have got it through. He did
not do that and has come with this
amending Bill. Afterwards we will be
asked to pass a comprehensive Bill. 1
think, this is too much and this type
of delay on the part of the Ministry
is not justified.

I have said that I oppose this motion
and while saying so 1 have stated my
reasons, It will be in the fitness of
thingg that we pass this legislation
without delaying the matter any
further. The hon. Mover of this motion
hag placed some reasons before the
House, but I feel that he should have
come forward with the amendments to
the Bill and saved the time of the
House, He should have avoided the
delay that would naturally be caused
to the passage of this Bill. This is the
view that I wanted to place before the
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House. The Bill ghould be passed just
now, it should not be sent to the Select
Committee and time should be saved.

Mr, Deputy-Speaker: Shri Ranga . ..
He is not here. Dr. Ram Manohar

Lohia.... He is not here, The hon.
Minister.
Shri Dai rose—

Mr. Deputy Speaker; A Member
from your Party has already spuken.

Shri Bade (Khargone): Four hours
are allotted for this Bill,

Shri Hari Vishnu Kamath
(Hushangabad): Prof. Ranga  has
come.

Mr. Deputy Speaker: Prof. Ranga

Shri Ranga (Chittoor): Mr. Deputy-
Speaker, Sir, 1 find that this Bill seeks
to confler vast powers upon the Gov-
ernment. The need and the advis-
ability of placing so much power in the
hands of the Government over the
joint stock companies and the public
enterprises have to be very carefully
considered by this House at this stage
and by the Select Committee also. Our
willingness to give so much power
will largely depend upon the confidence
we have in the Government of the
day. As we find that this Govern-
ment is not only interested in gaining
more and more power over people’s
enterprise as represented through these
joint stock companies but also is not
so efficient or competent or honest, we
are naturally hesitant in agreeing to
all these powers being given to the
Government. It is a notorious fact and
admitted by quite a number of Minis-
ters at different times that our adminis-
tration is not efficient, It ig also large-
ly admitted that our officers cannot be
relied upon to discharge their duties
either satisfactorily or honestly in very
many cases. In addition to that, it is
not quite clear that the Government
is prepared. to free itself from its own
Party interests in coming to decisions
in regard to such important matters
which affect the day-to-day adminis=
tration of the joint stock companies
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and the people's enterpirse. 1 agree
that the Government has felt itself
concerned over the manner in which
quite a number of joint gtock com-
panies and their managements ha#
themselves not conducted their affairs
in the interest of the ghare-holders to
start with and also in the interest of
the public. Therefore, they have taken
power from this Parliament on other
occasions to interfere on suitable occa=
sions, as they considered them neces-
sary, in the management of these
various companies, such companises as
come to be adjudged as being mis-
managed by the board of directors,
directors and their management. Al-
though they have taken this power for
themselves for very good reasons, for
a very good public purpose, unfortu-
nately we have found that the Govern=-
ment itself has come up for a lot of
criticism—and  justifiable  criticism
also—at the hands of the public and
also the private interests. Under these
circumstances, it is difficult for me to
agree with the Government in their
attempt to assume so much power over
the management of all these joint stock
companies which are responsible for
the management of a large section of
people’s enterprise,

Sir, we all know how these licences,
controls, permits and regulations are
being exercised and used by various
Government officials and governmental
authorities and even by persons right
upto the ministerial level also whe
hold responsible positions in this Gov=
ernment. The manner in which they
have used them has not been salis-
factory, It has not given satisfact:vm
to the publie; it has not given satis-

faction to these joint stock com-
panies and to most of thouse
people who are responsible for
the management of the public

Now,

enterprise or private enterprise.
under these circumstances, to try te
give power to the Government to
remove from the board of directors
any director and also any other mana-
ger and any power of attorney, is to
invest in them the controlling power
over public enterprise or people’s
enterprise. We know how in States
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the cooperative organisations are being
interfered with for palitical reasons by
the State Governments and also how
even in the so-called panchayati raj
the local administration is being inter-
fered with by the Government. And
now the Government wants to take
power to interfere with this wvery
important and powerful section of our
industrial management and industrial
leadership in our country,

Now, they want to take powers to
convert their loans into shares, a3 one
of our friends who was very happy
about it said this morning, with the
possibility of converting themselves
intp majority share-holder in ag many
joint stock companies as  possible,
either directly by themselves because
they would come to own the majority
ghares in a company or in alliance
‘with minority share-holders and in
that way convert those companies into
their agencies, They may say that
when they raise any complaint against
any management and place this com-
plaint before the Tribunal it would
be open to the Tribunal alone to con-
duct the inquiry and then come to its
conclusion whether or not the Gov-
ernment’s complaint is justifiable or
not. Government may say that all
these provisions are there. But even
then the mere threat of demanding an
inquiry like this, placing a complaint
before the Tribunal and forcing the
management to go through all the
ordea] of having to defend themselves
before the Tribunal and if by any
chance the Tribunal's judgment goes
against them, then to have to go to
the High Court ang there also to try
to obtain justice for themselves as
they deem it necessary for themselves
and that too only on matters of law
is to put them under so much pressure,
political and economie, financial and
commercial, that I am sure quite a
large number of the managements will
simply be shivering in their shoes and
wil| be only too glad to agree to any
conditions that may be prescribed by
the Government concerned, by the
Minister or the Ministers concerned,
‘whether those conditiong are presecrib-
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ed in the interest of their companies
only or they are prescribed not only
in the interest of their companies but
also in the political interest of the
ruling party. It does not matter
which particular Party happens to be
in power, Fortunately or unfortuna=-
tely, in a representative system of
Government ag we have, whichever
Party may be in power, there would
always be a temptation for the wiel-
ders of that power on the ministerial
benches to try to use it as far as it is
convenient, as far as it is possible and
as far as it is wise for them to do so
consistently with their holding the
support of the electorate for their own
political interests. Under such cir-
cumstances, it is indeed very danger-
ous to arm the Government with so
much of power.

Then, there is the question of the
managing agency. For a  very long
time, this House has been worried as
to how to control this managing agency
in such a way that it would serve the
interests of the public as a whole and
it could be freed from all the evila
from which it has been suffering till
now. There were very many solu-
tions offered. Some said—and quite a
number of us were includeq in that
category—that the managing agency
system should be done away with,
But, some others backed by Govern-
ment from time to time felt that it
was not time enough to get rid of this
system. In the end, anyhow, a com-
promise was reached, and the manag-
ing agency system was allowed to
function with very many restricted
powers,

Now, this Bil] does not say that the
managing agency system should go.
If it had said that, then one would
have understood it. It does not say
that the managing agency should have
only limited freedom; if it had said
that also, then one could have under-
stood that. It does not stipulate any
other conditions in addition to what
are already to be found in the Com-
panies Act, which would go to streng-
then the hold of the shareholders over
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the managing agency and prevent the
managing agency from playing any
kind of mischief. It allows the manag-
ing agency to function as it is, and at
the same time, it holds the Damocles’
eword over it and frightens it with
this threat that at any moment, it
would be open to Government to place
their own complaints against anyone
of them or all of them who are includ-
ed in the managing agency of any
particular concern, before a tribunal,
and once the complaint is placed
before the tribunal no one knows
how long it is likely to take. So,
during that period, all these people
will be kept under duress, and they
can be ‘samjhaced’, as it is put in
Hindi, and they can be made to do the
bidding of Government not gnly in
regard to the particular company con=-
cerned but in regard to various other
things including politics. I consider
this to be a sinister possibility, if
this Bill comes to be passed in the
manner in which it has been presented
to us.

Then, there is the question of the
appointment of the tribunal, The
tenure of office of the tribuna] is not
stipulated here, The powers also are
kept vague. All the power is kept in
reserve with the Government them-
selves. Any moment, for any parti-
cular period, in whatsoever manner
they like, they are free to appoint
the tribunal. It is a draconian thing.
It does not look as if they are treat-
ing this House with sufficient courtesy
and respect. It is true that they
should be given some latitude in order
to stipulate some of these things under
their rule-making power, but that doeg
not mean that they should keep the
whole thing in such a vague condition
and keep all these powers in reserve
in order to settle how this tribunal
is to be brought into eixstence, and
with what powers, and for how long
the members will holg office, and other
such important aspects of the activity
of the tribunal,

I am glad that a boarq is going to
be created for the administration of
the Companieg Act. Some of us had
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suggested some such thing with quasi-
judicia] powers, so that the Company
Law Administration would not be at
the mercy of the political whims and
fancies of the ruling party. Therefore,
I am glad that this proposal is being
made, At the same time, I would
like to know who the members of this
board are going to be. For how long
are they going to hold office? Are
they going to hold office for three
years? If so, are those members going
to be changed after those three years?
Or, are they eligible for re-appoint-
ment? What will be their qualifica-
tions? Except for one who is to be
chairman of the tribunal, for all the
other people, there are no definite
qualifications prescribed. A number
of alternatives have been given. They
may have experience in the mana-
gement of companies, or in trade or
in commerce or in industry or they
may know law or they may have any
other gqualifications, but no definite=
ness is to be seen in the provisions
that have becen made, as to the quali-
ficationg either of the tribunal mem-
bers, except the chairman, or of the
members of the board for company
law administration.

Again, when Government want their
loans to be converted into shares, they
are completely at liberty to make their
own decision, and the compnay con-
cerned or the industrial concern
affected has no power at all even to
ask for a modification; it may go and
beg for modification but it has no
power to ask for modification. It can
do so only by going to the tribunal, I
suppose, in the first instance, and
afterwards to the court. That kind
of procedure is likely to be costly,
first of all, to the sharcholders and
secondly to the management, and it
is also likely to be very troublesome,
and all these things will tend, as I
have said, to minimise or restrict or
diminish the freedom of choice and the
freedom of action which ought to be
there for the managements of these
joint-stock companies, If they really
are to enjoy that freedom, which
alone distinguishes them from State
enterprises and it gives them the
necessary resilience and freedom of
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[Shri Ranga]

initiative anq enterprise. 1f once you
rob them of their freedom of enter-
prise and initiative and make them
simply dance to the tune of Govern-
ment, then most of the advantages
that accure to public ‘enterprises or
people’s enterprises as compared to
State enterprises would be lost.

The hon. Minister has said that it
is Government's policy to promote
production and developmeet, Deve-
lopment and production are to be
a(:hievedI according to the present
policy of Government, not only
through State enterprise but also
through public enterprise or people's
enterprise. We know now the evils
of State enterprise, Government
themselves admit that they suffer
from so much of bureaucratisation and
so much of rigidity and controls and
inefficiency too, and we have secn also
through the bitter experience of the
State enterprises that they have not
been agble to make a good job of it
either from the point of view of busi-
ness principles or showing profits or
from the point of view of even pro-
moting production.

In these circumstances, it is even
more dangerous and indeed even more
deletcrious to the industrial growth
of our country if the people’s enter-
prise is going to be saddled with
such restrictions wunder the powers
which are now sought to be given to
Government.

Then, Government have brought in
this question of public interest and
a number of sections of the Act are
sought to be amended in order to
introduce this element of public inte-
test as an additiona] power in the
hands of Government. Who is to
decide whether any particular order
given by Government or instruction
given by Government or inquiry
ordered by Government is entirely in
the public interest? Government
alone have that power. But they have
not defined it, and I dare say, advised-
ly. But it gives them 5o much power
that they are free to interpret it as
they like. It will rob the people’s
enterprise of the little free which it is
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now enjoying. Let us make up our
minds about one thing. Do we or de
we not want this public or people's
enterprise to enjoy more freedom
than the State enterprises in making
their decisions, in taking risks and in
going ahead with production activities
and in planning for {further deve-
lopment?

My hon, friend, the Finance Minis-
ter, has said that today in the textile
industry, as in several other indust-
ries, the people’s enterprise has not
been sufficient]y resilient, or dynamie,

and therefore, has not followed
the advice of the Government
in reorganising their equipment
He may be right—I do not contest

that. 1 would also like the people’s
enterprise to be even more adventur-
ous than what it is today, more resi-
lient too, But when Government take
and exercise these powers, especially
this arkitrary power of interpreting
this ‘public interest’ it will rob most
of this pcople’s enterprise of the free-
dom that they are excrcising at pre-
sent. Therefore, I would like the
Select Committee to go into this
matter of public interest and then see
whether it would not be possible for
them to give some clear and definite—
as definite as possible—indication of
what they mean by ‘public interest’,
and under what circumstances alone
Government would be entitled te
invoke this conception of ‘public inte-
rest’ and exercise their right flowing
from that and in that way impinge
upon the freedom of people’s enter-
prise.

I woulg like to have some assurance
to be given to Parliament as to the
appointment of the Board as well as
the Tribunal. In recent past, we have
seen quile a larges number of these
High Court Judges looking forward
to being appointed to such tribunals,
so much so that while they are High
Court Judges, they are unable to be
free from this temptation—not all of
them, a number of them,“of trying
not to displease the authorities at any
centre so that their future chances of
being appointeq as tribunals might not
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be spoiled. Adding to these tempta-
tions is also not a good thing. I
would rather—I do not know whether
my hon, freind would agree to this
proposal, because we have, unfortu-
nately, been following this kind of
procedure in various other respects
also—that this choice should be res-
tricted to the High Court Judges only
—nnt to the retired High Court
Judges—or to lawyers of requisite
lenceth of practice which would entitle
them to be appointed as High Court
Juiges. I would rather that the chair-
min of those tribunals be appointed
only from the functioning High Court
Judges.

May I take it that the hon. Minis-
ter 1s agreeing to the motion for refer-
ence to Select Committee?

The Minister of Planning (Shri B. R.
Bhagat): Yes.

Shri Ranga: I hope that when it
comps back from the Select Com-
mittee. ...,

Shri Sonmavane: Why does he

presume that?

Shri Ranga: ....this Bill would
be more acceptable to us than what
it is today.

WMo TH FAT Wifpar (Fhamag):
Tty wEE, @it A 7 @ F
¥ A s ¥ Ferfr @ @
TRfaF 6 9 9 A it
AT TOH 9 T & W TR
A FE AT A T T F i
H AT T T FgAT 1T | WX R AR
W1 g7 TR & faems so &t a
$4 315 &t | AfeT q@ oo @ fa
¥ I § Fwafaai a@r A
¥ud @ oW omd g @ e g
AR W W a@ W S st
o wfadi # S9 T 9w W
T fEan § 99 9T aHTT wT ey
T§ WA AfE ST F fgg & w9
T W T oA g
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w@fag a9 ¥ g9 & &F Fav §
FFC F Agdl A AR A9 3
fga & 1 57 & faq a7 ¥ qger aw
% gg a1 § 7 o & A FoHETR
faa vt a3 & a9 ¥ fgrgram 3 g
QAT W OH g g 99 T W@ g
ag w5 gurwrael faw aaY § fr forad
o1 9 & ag ¥ Aot & fgl
TR TFd & q9 AW ...

it qo Mo : R @ &

To TW wAWY g : o firA
AT AT & IW A F AFT 9T T AR
we @i | AfEr i @ T gy
fer e ® & 1 38 #1 39 7 79
FWHTAN Hgd @9 w9 3 % ag
gaT #7 2 1 & ot fggmm &
gflarE W ¥ aE &FIT AATEr
frar F2ar @, aer gfrare « & oz
FFART FT AT AL FEar g A9 A
I GFST qATH a9 SR frar
AT & | A GEr A g fF sw
SUTET 47 TG FT JATE H AT 31 TAY
fged ara F g a9 § | WK S
&Fe ¥ N samEr wer @@ & @
a F1% 3% T4 ¢ % fege fow
ara ¥ w7 § 7 ¢ gfAa §, 9w ¥ AR
Y AT AT AR, AT qET Y ATHEAT
a1 9gd 9 g WX @14 F7 A F I
T[T AT § | HHEAT WX TR A
€T Saded B foaer fegeam & §
S foreeeft 91 9= 191 & Tl # @,
g A G AT I g T F awwa
g O Y FE &Y 1 T AIAl D A A
ot %% § ag & wHmar § {5 FoE=rd
"1 faaer s faedy I &) T
& S Sgmer § W N aga Jw W,
B qGAT HEAT AT |

& wrva § 5 @ ot fggemr &
fre ot f 9% ow 7F g (RaD
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(270 T e Sfen]

@ § @ aw it ¥ 4w A
T[T WAWT g @Y 93w | Afea

e 7 Frey arelt a9 & faafoy ¥

v &1 g § 5w qoiefa q@ @
W Ty g w0 &
AT TR § {6 Gy A &y v @
fawr w4 @gw o S & wioor 2
€ o1 w1 m ag w1 w0 wElEE
O @ § a9 33 fgedy arame @ wee
9T AET FT@T | WO qF qartaal
W qATE AT qFA g a4 @ wE
@I AR AF Fg gar | AfFA
%3 qAmfaE 1 TFEE 9T 8, T9
F FAT FAT & | q7 w7 ¥ @A A
T JT A 7 a7 | F g A
®Y 5= g1 9y 5 qar ag faeq amame
93 WA U FEAT & 1 FAT ORI
FTITT wafar g, a4 #18 wE
gar f5 femr arame 19 7 &7 9
£, ST ST w9 91 &, arEd &
& 3 & 9§, wRA a9 an § )
ag &1 2 fF fgrgram &1 fam i
Wwq a% qAfd @y § §9 aF -
ofed} 1 s&7 %7 7 g IT, TE ¥
il agaeqr Ao @ s 0 afEw
TE I I, AR TMEA FT 7 qe, QA
ag o @ wFar & fw 99 F wmaor J,
TG F1 ®raaT g, a1 s I araa arey
I o S g oL

st @ ;W aF SFeTE QI

& dF qg JIEC &N |

Mo TH wART ®ifgar ;g%
"ET TG | WA FZT G ograr ar § "%
qT {7 T HIAT AFSIC HTIAT
x| afsw Y FwmmErd F afd
AT F ar aE HOA JEEC ATaEe
% §3 sarar gfamr g sl | @19 98
R 5 2% o o q@ wfa = 3
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W @R St @ agT O W oA §
mfge & &va & wmag qF Aer @ 2
W E AT daw ] AT

ot ¥¥ (@) : g AT age
frrer 23 €1
16 hrs.

To TW FAET Wifgar : 5T g
OTAT 9¥M F sfaT @ w1 & 9
& oM F & v A &F qv
T &% @t §3 T, A area §
% WA, 5@ A K fF ow @ A
wTeaT o % fad grgeaaer @ s
T OF TUET #1 3% F F fay
a2 a7 s | gfad AR W fas
g AN § T FTAA A, FIBIA AN
qE | oo T T A AETE F A
@iF F g o § g3 919 fam R
& A AR g3 F A @
wreT § fF @ar s FrEwF 93

aifat #a1 a9 & f5 a8 swafwr
FEIATHT FEAT § W AE F I
T i wFA R I AAWF
/AT TRAT | OF AT & =T, FAA
s=aT, W uF ag st oo fgor w5+ faar
ST € 1 U@ 5 92 T AT FICT §,
wrg 39 fom = # o war w0 &
oF AT #1 £ Fw fom w1 faw
TR ¥ T T A @ g T
FAT I ¥ fa¥ g Fg guTager
afaq % | ag Fge arer fafor
gfsar srERaE &, A 5 W 99 |
&g oollq O & W & | @AW
W 39 ¥ e qde § SR FU9
1 HOA AT A FTLAT A G 0 A1
Y W &4 7o, fah g aver ¥
7EY, 38 & g e § S i
FAY AT 9 S wwar fa T ag @
T A 8, T, T8 AR g I
TAATAT AT | UF WA qg gE W
EawrggfFmifmFaed
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I Tt F fgedr g 9@ feedy areit
# T A A A g A ¥
aefcar arga &1 39 FOqAET &1 @ifos
@y fagn, 9+ & fod @wr
< faur | ag &t gead € | w9 A
a1 forat greegAs @ . & @ §,
# o7 & g wTEaT g fF 5 & weemsi
TN AT FT TIAT | qZAT T TG,
531 Ot A g AT a2 FET ot 7,
FifF Tgr # fad mu FZ A fF ag A
W= | A A & AR A
qafa® wel W 2 & ahar @,
gafad 99 7 faepe @@ a1 FIA
Fr fFar | g0 a6 g $7 fF v
o fam #1 g wfawe ¢ fF @
e # a9 # F o #7193
A1Z AT | A QAT TZAHT TH HAT HAT
AT q FA HOT G A, T I A
qrE WA F gresAN WA | afe
grafagar og & 5 ag QA gTAw
oF g A I ef &

& g7 qm ¢ fF @9 a6 e
2, aAafaal #1 #faae 3 f5 7 w0d
T F T FY 9w Fqmm AY, A gafed
AT F FLATE MME FT A=Ay A & ar
&7 # far & fad OF 9y & FE A
T & 1 ag aawy & fr 9w & g
AR T , 9T @7 & | & @i
I ¥ FEAT AT & % OF aCH 4 a
=3 W=y T2 A 99 g1 A gAY aTh
gl qiEf #1 wATATEr 9l SR
...

5t @l . AaET o "ax g e
Y TG To =7 fear WAT § 1

Mo T gL Afgan : it &,
qFE! @I & | AT S AGAA, /9
R TEITREFm iRl dw
T § aY ug AT a1 A FT EHKAT
fetwigfarmaNMaw@dg .. ..
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st "o o
3o w4 fad

U% WA @3 : A9 JEFIAT
STOGT RN

TNo T AT sfgar : «ifod,
[ argd, T fFE FAg F &, 30 919
Fgd 2 | & 52 @ a1 fF qArafaay v
gfrw & f a2 793 o= & 9 #
I=1 famr &% 1 ofr=edy o & 2w
® gar ot & dar | Sfew afendt I
FY oAty A SRR @ fF A &
qamfaat &t aifert oo sfa 1
fom ¥ fax garsag g T
ag frarFat T W Fam i g ara
wY w7 wgm fr qAmfat & sy
=T T FFA &, 87 qAfaat &, afw
§9 {faEl & g7 9% 97 =w=7 a4,
@7 5 7w 917 #1X T QA A A
gi, g F§ FUq A9 gAT FGT g |
gafad & affardr 5% a2 Fgar anar
g fF o 7 9% # wrf dadt 9
wTAT 21, AT 37 814 foat 5 39 1w
qTaT, 38 A<l A @TATE g1 FLATR |

Tl (wTYY)

# 27 319 %7971 £ W O fFem
AT § TET FTAYL ML T | T@1
IS U g | ag FZ IAfaat 7 &
o werw qefrfaar & § 1 T/ UH
[T T3 AT AR T I | IW FAT
F1 FIAT FITT F qAIfaw sqR—T TR
2 #1 wfusx 7@l ar, afF 99 7
Yo gNIT 74 &1 K F a1 &Y & famm
IH FT ATH § BIST FAL

st ®o Wlo &AW : X9 AL |
o W AATET SIfg@n ¢ 49 §AT

% oF W19 gITT ®W FI & qqAET §
aif @Tg, A% THET A A0S | Fgh
a1 & I| |7 W ATH qq
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Q% WG qTq@ : TG, R AT
L ceitoil]

o TR wAIT Wifgar : a@aTAn
w3l §, 37ifF faw w41 arga a1 I
®E AT § W Ag 9 o &)

Mr, Chairman:
proper to mention names here,

o T[A "AZL wiigar : @l
f& ¥ gam wedr @y & wum wa
AAT IT AT AT & |

o} ®o Wlo ¥AWl : &% &, WU
wEi i
Mr. Chairman: Order, order. He
has gut 1o preserve decorum,

To T AART | a1 : ga= Faft
WTga AT FAA G0 & gaT A § IR A
W FTA F FATFTABIE | FTAGL
¥ fowrad it § faw St & o,
e e &Y fgmma & fF qa Wt
® {3 A1 FT I3 | F1T AT FEIAA
Le FTH F AT, F17 8T 78 Tg FTH FIT |
METdEA A TE TN e fF T2 &
WIHA # @ FAA & 09 g1 A F AR
W &% G 73 WA, W) WL @
qTd G a9 A1 g9 &1 IEA 91 & T
T T 29 Y 9ET | g8 A F dFE)
LA qaet @%ar g W Fefaat
% grg gur 54 frw awg ¥ 93 gU
¢, woAr fafaqdl &, 9od <€ 7 4R
wuR FEE # | 4 e &1 A aw
fors gar 1 at fas qeimfeal & g
g TG G W, FEIERT US-
difawl & oY geza gur ¥ § woAr
gt & 9 # fod g Aw F I
&1 594 a9 & & fo@, G F1 @i
T F | I9 a9 FT HET 937 F@T §
il & W o9 |

@ awg ¥ & @l aE W9 W'
e &S WIgAT | g1 @%al § f®
Yo wRA W W1 2w | fam Hah
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g7 @ oA W@ ag g fadd
FT AHAT | FF ¥ TF QAT AT
WA Fwdrd & a1 T A1rF Fv q
FT QAT TS & T4 ai T A0 F(
X TET 1 T AT AL ST WY TF
a8 faaw g 1+ & amn, w0 oS
s & & owe fogem Hawm 5%
qfrofy w@r @, 9% qdnfd SOy
fosiemd &1, €6 €0, s =, o9 OF
Gifs it F fwRrd #1 g7 Fwfhar w7
G [ AT 74 e 1 sm A fmr
CICEAR AL G R el ceicii pal
7 ag o7 AT 1772 THS [ATH
afdw ag FrIew 741 o w@r ¢, amifF
Uk F9 | w77 T fowee 9§
fe afr & ot =@ F w19 07 4R
Bragrawadi§ foqere qa €1 X
S wET fe TR oawa seiw
Wieg A FEm am af E s @
{1 o% & fodea 7 #.% fad aaodt
FATG I0FAT A Gl N TE ATATIAY
gaew g1 0% ¢ fw mw fogme
F 5T TF 94T /1, A1 fF g F
mq faa g F7 9T wwdr g,
TR oy 2 {7 ¢ wa ¥ /A A
¥ firew § fowd &1 gn
FT & 3T A AT @ ar A, =W ¥
figens #:% FTEE! 7&1 T AT F2AT )
fudgraar s oF fagig & €9
fomr fear smar & WT #% feom sav
g fr mfar 4037 § I Wi
e g 9w ag & wa s §
St awe § A ¥ Foderd W Al
&1 A1 7iFT gAT AT fF F wudr
A I TE WGHE | AT A
¥ fawt g2 a% 3% @dr g, AfEA
g aa wg I & wwar @
s i et & w4 3T @ af ),
SET 4T 8, Sl 1T ¥4 §, fqET A
&, s & FI qErfaa @ Wi A
¥R EFR N9 TWET, FEA WK
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§79 & 31T O Ta7 AT A1 AT AR
g A I ffzifaw ¥
fodsd & 4t fodr T & 9w
®OAN F§ I AT | AT qF A0S
AT F{0 am oAf g fom #
#101 ¥ g O &1 79747 F A99F
g woAA fear o, S AF & wiw
6 o FFT A1 AT 7. AR A8
W AAT g, AL A T FoET AT
Fu § aafa mfgac 7 afzT
% waeq g1 931 W@ &, F7f% 4g
TAT qOFE § T3 F9AT | ST A
& frwrfase g sromm 7@ 20
HTT.T0 WIEAT F AT FEATA0E IAH
gl wgl 1 @1 fad o7 ar wfawe
faa ary, st 47771 w1 39% foamrdd
& faer o+ & |

qR T avg § § W F aee
TF A1 faare w@ar 9gm & oo
&1 gfvar 7 daA, RIAT W AT 71
T§ Faww g9 ¢ ) oA gfmt §
Feafrar adr & a¥ g =+ a7 @y
& 918 98 ®9 3 /T AR I AT
g1 G w6 ug & fF w9 § afaex
W § 991 &1 @@ 1.0 9K
wu{F ¥ wfaee war @ §3 97 a9
"Il #1, T 0g T fogem § ot
grfega s gaw g, 33 8% 0%
TG wwAT AR A A FTLT ATRT
73 qamar - ff wmag gar g AT R
#7, A faoga @y o F=, fr o
AR FAFF{TIR N AT
F£ oo T8 9T gwar aqits T
7 & 4 AT §A57 | WwqAq, G137
AR BEI F AT T wF wuA §asil
®r 3. qw 9 W@ &

w1 A § fF fagar qa &)
& 19 faerdt =t a0 &7 wwer
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FT g fF T W AT E, T 9
T AN NR@ATE | Fam{qa
o7 qra7 3F @ § 1 % fag ww
ST ¢ 2AF § TAT AT E 0 gqW
a7 F A8 wwT

o} [™F wAET, O I
¥ cg{, dw & @1 wirsr fadt
1 wwen | faaar ag @«r a5y §
I FE BT Kiew A A5 = w
R |

far 3t Ama 11 A a1 & Fer
gfaa:d faafr swdr & 40 3% ay aF
fom, a3 a¥ siram W) fra
SITC &4 9T @ & | HI A Tgr
|TeAT § o ga9r 1w OF 7 7964,
TR WY Qe AL FCEFA | AHOFT
adra o feaa g fadet @A
ag, &few 3= fred 4, 7 aga
A MY, FIF IO T SA4T & FI
¥ ST g1 T, Aq §3 w4l F
AR T ® ¥ @ fag AT 37 219,
23 oEd 7Y, ¥d IR wA4q
FrofT wife | @1 FOSA 9T FF T7EE
g o afe T g T
gafa & a8 99,9 37 SR § AT
T gH A F 618 FTA TLHIL FT a519
ae&d & 1 # W FF 9 ar
TR HARHIE | TG A
Wig 1 w ar e g, afer STar
F1 FEAT gt § fF 97 7F g5 FTHR
& T|EAT AR qg wAar ¥ fof a7
shafifaa aff @, ™ %
g Twfer gem 5 a3 aw
gl & s F fraar ¥ o
FATdm AEe s ¥ AT 91 &% 1 3
G157 TFT I ALT | TIK AT
T 31, & HIAT TR I 9 ATIT, ITAY

H1§ OF A 6a1 | THA AFA W
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TFATE I adt & fr fegmmm & adt
FER T A F 37 fvm &< &
#X o waiar a9 & o 99 q7ier
§ 1T SE" & AT gHEA #1 T 37
R AT TF WY AIAT AT 7 A
&1 FATC WT 9 737 3T a9 7%
FOAT AR T FY QF afpar qeqn
I AT AT agT g37 I aditE
TR @ A ARIT F wd A e
Huil

Y FT{T 43T @ 99 S
R & afew 3w oferm §3 48 A1
afar F & fAyzm senfrm o
St 8 fame ¢ ag T It
¥ a9

Shri T. T. Krishnamachari: Mr,
Dcputy-Speaker, Sir, I have lis‘en-
ed with care to the several speeches
made and I do not krow if I may be
permitted to say that quite a number
of remarks were pernaps wide of the
mark of this particuiar Biil. Undoub-
tedly they referred to the adminis-
tration of companies. Bul this mea-
sure, as I said in my opening remarks,
has a limited application to some-
thing which in the view of Govern-
ment has to be enacted as quickly
as possible in order lo prevent abuses
growing.

My hon, friend Shri Morarka who
opened the discussion and who is a
very keen student of company law
made certain observatione.

Many of them were valid from his
point of view. Some of them unfor-
tunately are not so quits valid. He
took occasion to high'ight a possible
lapse perhaps in the langnage of the
Bill which might indicate that there
might be a Bench over which an ac-
countant member might be presiding.
I would like to give the ascurance
that there is no intention of having
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an accountant member
this matter by himself.

deciding om

He also made a great point in re-
gard to the character of the tribunal
Speaking for myseli, if 1 may in this
hon. House, I am a great believer im
our judiciary, I am also a ereat be-
liever in our Constitution which has
given a definite place to the judiciary
in this country. If T have anything to
do with any measure that I bring be-
fore this House, whether this one or
something else, I would like the flnal
decision in any matter concerning
people's rights to be made by the
judiciary. I held that view for a long
time. If hon. Members of this House
would permit me to say so, 1 believe
that many administrative decisicas
which are quasi-legal, which are now
being taken by the executive, should
be transferred to an administrative
Bench, the control of which will vesi
in the supreme judiciary of the land

Whi'e on the one hand it is impe-
rative that with the growing burdens
on the State, the State has to have
powers, it is equally imperative that
we shou'd put checks on the Sta'e’s
use of powers. If anybody makes any
suggestiong that there should be some
kind of judicial review of executive
action, I for one in my individual ca-
pacity will certainly support it Se,
1 would like to assure Shri Morarka
that with his help—I propose to ac-
cept his motion for reference to the
Solert Committee-—we might be able
to make sultable amendments in the
Select Committee so as to ensure
that the tribunal has a judicial cha-
racter. Short-circuiting of normal
procedures is necessary if we wani
to avoid delays.

May I mention an instance which
I know? In January, 1956, at a time
when I was not the Finance Minis
ter, and when Shri Deshmukh was
the Finance Minister, the income=
tax and the excise people raided the
premises of a particular group of
firms and took over certain docu-
‘ments. There was some horse-trading



Companies  AGRAHAYANA

2091
going on. The income-tax people felt
that they were on to a job which
meant an evasion of nearly Rs, 3
crores of taxes. I think the party
was willing to compound on the
basis of Rs. 1 crore, but in the mean-
time, the matter went to court and
the court said the incometax people
shall not look into the books. I think
it is going through the process of law,
still, and I think the State has been
denied this sum; whether it is Rs. 3
crores or Rs. 1 crore, nothing has
been recalised yet. I do not say it is
the fault of the judiciary. No. It is
quite easy to see that certain postings
do not appear before the judges.
You cannot hold the Chief Justice of
the high court responsible for that;
things can be managed; it is managed
economy in another sphere. So, that

is why sometimes we have to find
short-circuited procedures, like the
one that is mentioned in this Bill.

Admittedly, it might give room for
abuses. But I think the checks have
got to be devised. After all this Con-
stitution of ours might give room for
abuses here arngd there, but checks
have been provided. Is his.- House
not the greatest check on the use of
powers by the executive? Is it not
possib’e for my hon. friend from Far-
rukhabad, whose language I could
not quite comprehend but the threads
of which I could, to criticise any-
body and we have to stand up and
answer him? I think the Constitution
is a pood one. We have checks and
balances. Public opinion, as repres-
sented in this House, is doing a good
task, notwithstanding the sceptical
beliefs of my hon. friend from
Chittoor. Therefore, such amend-
ments as are necessary in arder
to tighten the provisions ang in
order to make it look as though
every individual case is getting the
best scrutiny by competent hands, I
should certainly be prepared to exa-
mine with a bias in their favour. The
other details mentioned by my hon.
friend, Mr. Morarka, do not need
detai'ing here for the reason that his
knowledge will be available for the
Select Committee to go into those
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matters and minor variations could be
made,

But on the major question, some
doubts have been expressed. The
motive power behind this effort of the
Government is undoubtedly the reve-
lations made by the Vivian Bose Com-
mission's report and also the subse-
quent opinions expressed on that re-
port by the Daphtary-Shastri Com-
mittee. It is convincing that other
methods have to be devised within the
four corners of law in order to be able
to check abuses such as the one we
saw revealed in the Vivian Bose Com-
mission’s report. Possibly, Sir, what
we have read in the Vivian Bose Com-
mission’'s report is just the top of an
iceberg. In the iceberg, we only see
the top. There must be a fair amount
underneath in water. Therefore, the
man who is anti-social has got to be
caught at.

I have mentioned in my opening re-
marks that I do not want to scare any-
body away. I am really not interested
in the share market, where there are
no shares. I am  interested in
in newspapers giving prices, because
that is a thing which I want to watch.
Somethimes I go a little further and
see the price of sugar in the London
market, hoping that I wil] get a little
wnore foreign exchange. Otherwise I
am not interested in seeing them ex-
cept generally. My hon. friend from
Farrukhabad mentioned something
about the Finance Minister being res-
ponsible for the share market going
up. If that is a responsibility, that is
a responsibility about which 1 can do
nothing.

I may tell my hon. friend, if he
would pardon my using the personal
pronoun, very foolishly I put in my no-
mination for the Lok Sabha....

Yo T RART ANfgan : &g7 7T
#r af A gd

Shri T. T. Krishnamachari: ....and
I was told that the share market went
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down. Again, I think pretty foolishly,
I got myself elected and again I was
told the share market went down.
I had no part or lot in the going
down. I had no part or lot in the going
down of the share market, nor do I
have anything to do with the going up
of the share market. My hon. friend
says, the Finance Minister speaks; the
Finance Minister writes. I may say
again with all respect to this House
that I have been a Finance Minister
before and I used to spcak a lot. Now
I do not. I suppose I am putting a
consiraint on myself to an extent
where perhaps the bonds wiil burst.
(Interruption). 1 do not propose to
make z beginning and maybe some-
times one will have to speak. But one
does not do these things merely be-
cause somebody is going to do some-
thing else about which I am uncon-
nected. Of course, I should not cause
a scare. A scare has various reper-
cussions. It probably has wider rep-
ercussions than the prices going up or
coming down in the share market. So,
no responsible Minister ever trics to
create a scare. Other than that, natu-
rally one has to be circumspect. I havn
enough work to do. So, I cannot
afford to go about here and there and
speak. Sometimes it is inevitable—I
am going to a function in regard to an
old dead friend of mine. These are
things which one cannot escape.
But unless a Finance Minister is going
to be a dumb person, completely dumb
and even deaf—because sometimes
he hears words of abuse hurled at him
and so it is better for him to be deaf
a'so—] am afraid he cannot function
in the manner in which my hon. fri-
end wants him to function,

Well, there have been two people,
at any rate, in this House, my hon. fri-
end Shri Sonavane and my hon. friend
from Punjab, Ch. Lahri Singh, who
felt that a Select Committee was not
necessary. That was also my feeling.
My feeling was that for a Bill of this
nature there is enough wisdom in this
House to correct the mistakes and thcn
push it through, because I do not think
except on the grounds of principle
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about which the Opposition and we
disagree ihere is anything very much
to do in this particular measure. But
still, Sir, T have myself moved several
motions for putting Government Bills
into Select Committees. I cannot forget
my old days. Therefore, I bow to the
wishes of the House and I accept the
motion for referring the Bill to a Se-
lect Committee,

I would not like to take up the time
of the House because there is nothing
much 1o say. My hon. friend from
Farukhabad spoke about companies. It
may be that what he says is true or it
may be that what he says is not true,
He is speaking about cerain rumours
that he hears. We sometimes have to
look into facts as we see them.

Yo TR #AET @ifzar @ ITemer
TERT , 07 AR A BT EE qEAEI
97 TEF AT TEAT aled FTH WA
FLF A g, 3afar faw vy Ama
U qrd FTATT |

Shri T. T. Krishnamachari: Well, I
am inclined to envy him. I am inclin-
ed to envy the hon. Member for the
facility with which he speaks, for the
complete sense of lack of restraint
with which he is able to speak and for
being able to be sure of his facts, I am
a persona nonest. 1 do not know if I
exist at all (Interruption). I have my
doubts about it. Anyway, he talked
about a number of things for which I
am not in a position to give any ans-
wer because they are generalisations
and do not have anything to do with
this Bill. If anything wrong has been
done in the manner he suggested, no
doubt, if they are true they ought to
be corrected. Well, therc may be a
difference of opinion between him and
myself. He says that in western coun-
tries these companies give donations
for political purposes and it should not
be done here. I do not know. So far
as I am concerned, where we have
been connecteq with collections of
money, we get them by cheques and
we always tell them that they will not
get any favours.
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Mo T wAER wfgar ;. STTeAE
wEen | fawr @41 wEma A4 aim &
famrenet e wvwrer &, v IA A AT Al
Afea i &7 77 w7 9n)

3095

IqTeT WY © W AT A AT |

To TR ®ARY Affgar: & Fft
gzt f& @t =1 7 faar wm@ wdEen
G w37 7 21 1§ |rga T 3AaT ag
el

Shri T, T. Krishnamachari: Anyway,
I shall not provoke my hon. {riend.
for the mere reason that I am not able
to reply to him, Therefore, I will accept
his admonition and so far as he is con-
cerned the Finance Minister would be
silent.

Mo TW FAGT «iigar : w7
gmT 3398 # 1 qF F1E ZET 4GS
Eu-g

st o Ao TAL : AT F FHr
ST |

Shri T, T. Krishnamachari: Sir,
there is not much that I can say about
the other remarks. I shall carefully
study the suggestiong made by hon.
friends. My hon. friend Shri Gandhi
felt that this may not be necessary.
We think it is necessary.

Somp doubts were raised about the
manner of administration. It is merely
a matter of administrative convenience
whether we should have a Secretary.
The same Company Law Administra-
tion can function under a Secretary as
it is functioning under me. But I have
felt that it is much better for them
to function on their own as a Board,
two or three people sitting together,
and my Secretary should be responsi-
ble for policy and he should bring the
matter to me. In fact, in one sense,
we do not want to be tied up in the
day-today administration of the Com-
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pany Law Board. And, as I stated in
my opening remarks, I would like them
also to look after the Stock Exchange
for which there is a special officer. The
two things are inter-related and we
can have a wider coverage because of
the Company Law Administration.
This is g matter of administrative con-
venience for which I will not plead
any ouistanding merit. That is a thing
that we have to do to administer the
Company Law better,

The other two provisions do not
seem to have evoked very much of cri-
ticism. Therefore, Sir, I can leave it
at that, with the assurance that I study
all the remarks that have been put
forward. My hon, friend, Shri Gandhi,
said that it is a very impressive Select
Committee. It is so. 1 do hope that,
with the cooperation of the members
of the Select Committee, we shall be
able to bring before the House on the
appointed date a measure which would
be better than what I have presented
to the House today.

Mr. Deputy-Speaker: I wil] now put
the substitute motion of Shri Morarka
to the vote of the House. The ques-
tion is:

“That the Bill be referred to a
Select Committee consisting of 18
members, namely, Shri S. V., Kri-
shnamoorthy Rao, Shri Ramchan-
dra Vithal Bade, Shri S. M. Baner-
jee, Shri Rajendranath Barua, Shri
P. C. Borooah, Shri Sachindra
Chaudhuri, Shri Indrajit Gupta,
Shri R. K. Khadilkar, Shri T. T.
Krishnamachari, Shrimati T. Lak-
shmikanthamma, Shri M. R.
Masani, Shri P, Muthiah, Shri C.
R, Raja, Shri Sideshwar Prasad,
Shri G. G, Swell, Shri Mavavir
Tyagi, Shri Amar Nath Vidyalan-
kar and Shri R. R. Morarka with
instructions to report by the 8th
December, 1963

The motion was adopted.




