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name him. And yet he persisted. It
is not in the spirit that he should not
be in the House that I said he must
withdraw. I would be the last person
to deny any hon. Member the
privilege of being in this House, If,
as Shri Basu says, he is willing to
make amends, I will consider it.

The Prime Minister and Minister of
External Affairs (Shri Jawaharial

Nehru): May I say, Sir, that I wel- -

come what you have been pleased
to observe? Naturally, it is for you,
occupying this high office, to keep and
prezerve order and the dignity of the
House and every hon. Member should
try to maintain that dignity and
observe any direction that you give.
You have beeén pleased to say, as I
understand you, that in the event of
the hon. Member who has been asked
to withdraw expressing his regret,
you will be pleased to consider the
matter afresh. May [ say, Sir, with
all respect, that that is a very eorrect
attitude to take, and I am sure the
dignity of the House also will be
maintained thereby. If there is an
apology—an, expression of regret—
then you should be pleased to con-
sider the matter afresh.

Shri M. 8. Gurupadaswamy:
Apology for what? :

Mr. Deputy-Speaker: Shri Jhun-
jhunwala will please resume his

COMPANIES BILL.—contd.
Clauses 81 to 144

‘Bhri  Jhunjhunwala (Bhagalpur
Central): My amendment, as 1 was
submitting yesterday, is No. 396 to
clause 110. There are various ele-
ments involved in this clause. I do
not dispute the salutary principle
behind the power given to the
managing agent for refusing the
transfer of shares without giving any
reasons. The only thing which I want
is that this power is not arbitrarily
and capriciously exercised by the
mangaing agent to the detriment of
the shareholder.
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The second thing is that the manag-
ing agents have not had this power
up till now. What the shareholders
had to do was to go to the court and
to prove the mala fides of the manag-
ing agents. It was very difficult for
the shareholders to prove the mala
fides of the managing agents and it
took them years and years in order
to get- their case decided. So, Gov-
ernment have taken back the power
in their hands and the Government
wants that the shareholders should
come to the Government for redress
of their grievances against the refusal
by the managing agents to transfer
the shares. My hon. friend Shri
Tulsidas is very uncompromising,
knowing full well how the people are
being put to trouble in going to the
court and that the case takes years
and years. By going to the courts,
the people have to spend a lot of
money, but still Shri Tulsidas insists
and he wants that the Government
should not have this power but the
court should have that power. You
can see the attitude of the managing
agents. We have to examine - the
new provision which has been intro-
duced in this clause. Instead of the
court, the Government has got that

- power now. Now, let us see how the

shareholder gets redress and how his
hardships are minimised. I shall take
into consideration three elements.
One is that the managing agent's
power to refuse transfer without giv-
ing reasons is not disputed. If the
managing agents were to refuse trans-
fer they can do so. I do not dispute
that. But before doing that, they
should come to the Government and
give their reasons saying that “these
are the reasons on which we want
to refuse the transfer. of shares”. If,
on reading all the reasons, the Gov-
ernment finds that they have got
sufficient grounds for refusing the
transfer of shares, the Government
should call the other party—the share-
holders—and ask them whether they
have got to say anything. After hear-
ing the shareholders, if the Govern-
ment finds that the refusal to the
transfer of shares is all right, then the
matter ends there. But, under the
clause as it stands, what will happen



11337 Companies Bill

[Shri Jhunjhunwala]
is that the managing agent will refuse
the transfer of shares and it will take
two months. Two months' time has
been given to the managing agent to
decide this question. So, for two
months, the shareholder will remain
in suspense. Then, after two months,
the shareholder will come to the
Government and say that such and
such an order has been passed, and
ther the Government will ask the
managing agents to give their expla-
nation as to why they have transfer-
red their shares. This was made clear
yesterday by the Finance Minister. It
was not clear to us till yesterday that
after the explanation has been given
by the managing agent, the share-
holders will be acquainted with those

explanations. Then the shareholders’

will put their point of view before
the Government. After that, it might
take two months, three months or
even four months for them to decide
the thing. During this period, the
shareholder will remain under
suspense. He has sold his share and
the person to whom he has sold the
share—the transferee—will also re-
main under suspense. So, the share-
holder is not in a position to sell his
shares. The transferee will say,
“unless the shares are transferred in
my name, 1 cannot accept them.” So,
there will be suspense for a long time.
1n order to avoid the suspense of the
ghareholder and the hardship which
will be caused by this procedure,
what 1 propose is that the managing
agents should go to the Government
mdgivetheirreamsastowhythey
refuse to transfer the shares. If the
Government finds that the explana-
tions and the reasons given by the
managing agents are not good enough,
then straightaway the Government
should tell the managing agents, “No,
you have to transfer the shares.” But
if the Government finds that the
reasons given are good, in that case,
the Government can ask the share-
holders to eome and put their point
of view and decide the case imme-
diately. So much delay and so much
wraiting for the shareholders will be

Invedandthmwﬂlbenodiﬂ!culty
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for the managing agents to come and
take the opinion of the Government.
This will minimise the trouble of the
shareholders and also the suspense
under which they will remain till the
managing agents send them their re-
fusal or acceptance of the transfer of
the shares. The Government also will
not lose anything. So far as the
Government is concerned, the time
taken will be the same, rather in
this case it will be less. Also, the
shareholders will be saved the trouble
of the waiting and suspense under
which they will remain till the shares
are transferred. This is all I have to
say on this point.

There is another point regarding the
issue of shares. My friend Mr. Bansal
had moved an amendment which ap-
peared today. Normally, the issue of
new kinds of shares should not be
there and the managing agents and
the shareholders of that company
should find out before such shares
are issued all other means whereby
they can run the concern. But if
they find that they cannot run the
concern without issuing such parti-
cular kinds of shares and if the com-
pany is working at a loss, in that
case and in that case alone, without
giving some special power of voting
to the people who will subscribe the
new shares, the shareholders should
sit, decide and then write to  the
Government; afterwards with the
permission of the Government they
can issue such shares on such terms
as the Government may decide. But
so far as shares which have already
been issued are concerned, this dis-
proportionate  voting should be re-
moved. They should be all put on
a par. I have found that there was
some salutary principle behind every-
thing which has been in the old Act.
Therefore, while putting in new
clauses, we should see that that
salutary principle is kept. For this
purpose 1 would support the amend-
ment moved by my hon. friend Mr.
Bansal. But so far as the shares
which have already been issued are
concerned, the disproportionate voting
rights should be done away with.
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Bhri N. P. Nathwanl‘ (Sorath): I
want to make some observations on
clause 110. Yesterday there was
some discussion as regards this clause.
It provides for an appeal to the
Central Government against the de-
cision of a company refusing to
register the name of an applicant,
whether it is by way of transfer or
by way of transmission by the opera-
tion of Law. Now, some hon. friends
have suggested that the appeal should
lie to the court and not to the Central
Government. Apart from the merits
of this proposal, as 1 understand
clause 110, there is nothing in it to
deprive any applicant of his right to
approach the court for enforcing his
rights. No doubt sub-tlause (5) of
clause 110 provides that if the decis-
ion is given against the company, the

company shall give effect to the

decision of the Government forth-
with, but it does not say whether the
decision is to be binding on the
applicant or not. Again, thig clause
does not say that the decision of the
Government shall be final and that no
suit can lie against it. Sir, you know
there is the rule of construction which
says that we should avoid as fat
as possible that construction which
seeks to transfer the determination of
rights and liabilities from a court of
law to an executive officer. There-
fore, at least, so far as that applicant
is concerned, his right to enforce his
remedy through a court of law is not
barred. His right is of a civil nature
and unless such right is taken away
expressly or by necessary implica-
tion, he can always seek a remedy
through a court of law.

There is one more point about sub-
clause (5) which says that a company
shall give effect to the decision of
the Government forthwith. But it
does not provide what would happen
if the company refuses to carry out
the decision or the order given by
the Central Government. I know
that the Government is alive to this
position and so far as I understand,
Government propose to bring forward
a suitable amendment, so that the
decision which might be given by the
Central Government can be imple-
mented. I only wish to say that the
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proposed amendment should not mere-
ly give effect to the decision which
might be given by the Central Gov-
ernment, but there should be a pro-
vision also made for imposing some
punishment on the company or on the
officer who is in default.

Shri K. K. Basu (Diamond Har-
bour): The hon. Member is referring
to an amendment; where is the
amendment?

Shri N. P. Nathwani: I am only
saying that I wunderstand that the
Government is alive to this situation
and I expect Government to bring
forward an amendment either to
clause 110 or to some subsequent
clause. I do not know what they ex-
actly intend to do. But my sugges-
tion is this. It wil not be enough to’
say that if the company is in deiault
in carrying out the order of the Gov-
ernment, the applicant shall be treat-
ed as a registered shareholder. The
vlause should also provide for some
punishment. Otherwise, the company
and its officers can defy the decision

‘of the Government with ¥mpunity.

But there is one aspect which mys
learned friend Shri Jhunjhunwala
stressed very much. Sub-clause (5)
is not wide enough to indicate whe-
ther the Central Government can
require the companies to give reasons
for refusing to register the transfer.
But if we came to sub-clause (7),
the meeting becomes tolerably clear.
It says the procedings shall be eccn-
fidenttal. This means that the officers
of the company are being enabled to
disclose facts freely which might
otherwise be of a confidential nature.

But there is one aspect about sub-
clause 7. Its implications are not
clear to my mind. Is it the intention
that no information which might be
obtained by the applicant or the com-
pany is to be utilised elsewhere by
any party? Because, if that is the
intention, then the provisions which
are incorporated in the Income-tax
Act, particularly in section 54, should
have been incorporated here. This
merely says that the proceedings
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shall be confidential. Therefore, any
party cannot call for or cannot get
. these documents produced in a court
of law. It may also be that the
officer concerned cannot be required
to state or to give evidence about the
information received by him, but
there is no ban on the parties con-
cerned saying what they have gather-
ed as a result of these proceedings.
On the whole, I feel that this provi-
sion will strengthen the hands of an
lapplicant. He would be able to know
the precise grounds on which the

refusal is being made.

Then there is one thing more, and
"that is in respect of clause 86. Clause
86 defines the quantum and extent
of voting rights. It carries out the
recommendations made by the Com-
pany Law Committee. Hereafter, the
voting rights in the case of all shares,
whether they are ordinary shares or
preference shares, are to be in strict
accordance with the capital paid up
on such shares and the voting right
of an individual shareholder is to
be in strict proportion to the paid-
up capital of the ccmpany. This
may in some cases work a hardship
at the time of exercising the votes,
because any one who has some experi-
ence of company management knows
that when the occasion comes for
members to. exercise their votes, they
rush to the company's cffice, try to
pay up their arrears of call so that
they might be able to exercise their
votes. In clause 180 it #s' provided
that the articles may provide for a
altuation where a member has been
in arrears of call money, Because of
that he might have incurred the dis-
ability to exercise his vote. So, in a
big company where you have to work
out the individual voting right of
every member, some difficulty will be
experienced because it involves an
intricate calculation of figures and if
at the eleverith hour several members
approach and offer o pay and pay
their arrears of call, the paid-up
capltal would be increased and it
would affect the individual rights of
-the shareholders. Therefore, If we

26 AUGUST 1955

Companies Bill 11342

qualify this provision by saying that
the paid-up capital which will be
taken into consideration will be the
capital as it stood say 48 hours or
24 hours before the voting has to take
place, it will save considerable hard-
ship. .

Shri U. M. Trivedi (Chittor): 1
want to offer some comments on this
provision in clause 93. 1 have given
my amendments No. 115 and 116,

It is provided under sub-clause 1l(e)}
of clause 93 that the company shall
have the power to cancel shares
which, at date of the passing of
the resolution in that behalf, bave not
been taken or agreed to be taken by
any person and diminish the amount
of its share capital by the amount of
the shares so cancelled. This and
sub-clause (2) are going together. I
make a very small suggestion about
it and it is this, that such cancelia-
tion of shares shall not take place
without notice to the party affected
and at the same time must require
the confirmation of the court.

There may be several reascns for
cancelling shares. The man may not
have receiveg notice and may not
know. He may have changed his
address. So many things might be
there. Without giving a hearing to
the person affected by the cancella-

' tion, there i forfeiture of the money

that he may have paid on the shares
on allotment, He may have been
handicapped for some reason or other.
It is not fair that he should be
deprived of his property without any
proper hearing in this matter. This s
a small suggestion which I am mak-
ing and I hope the Finance Minister
will look into it to see whether it is
proper that shares which have been
allotted should be cancelled and that
all the moneys of such persons
should be forfeited without giving
them a proper hearing.

Then, we come to this very vexed
question under the provisions of
clause 110. The first point that strikes
me ie this. It is a very dubious pro-
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‘vigion of law that we want to incor-
porate here. There is to some extent,
1 should say, force in the arguments
-advanced by Shri Nathwani, but. the
way the Government has put this
case and the way it was supported
by Shri C. C, Shah who has been
always the spokesman of the Govern-
ment in this respect, it appears
that the Government does not trust
the High Court. I have yet to see
the reasons for
argument that the Government is not
trusting the High Court.

Shri C. C. Shah (Gohilwad-Sorath):

I did not advance any such argu-
ment. My hon, friend is putting inte
my mouth words which I never said
or uttered.

Shri U. M. Trivedi: They are
words which I heard.

Shri Gadgil (Poona Central): Some-
thing wrong with the ears,

Shri K, K. Basu: He is reading your
mind.

Shri U. M. Trivedi: Why this policy
of keeping all control in the hands of
the Central Government? One argu-
ment that was advanced against this
provision was this, that a man having
& company in Madras or in Trichino-
poly or in any other part of India will
have to run up to Delhi before the
Central Govern;nent for the purpose
of getting some redress, whereas if
it is in a court of proper jurisdiction,
he may be able to approach that court
and get a decision nearby.

Then there is another thing. When
we read this whole provision and
when we read sub-clause 7, it gives
the show away, and shows that it is
only for some political grounds or
for some reasong which cannot be
disclosed to the public at large that
this power under clause 110 is to be
kept m the hands of the Govern-
ment. Sub-clause (7) says:

“......All proceedings in appeals
under sub-section (3) or in rela-
tion thereto shall be confidential,
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and no suit, prosecution or other
legal proceeding shall lie in res-
pect of any allegation made in
such proceedings, whether orally
or otherwise.”

You can give a bad name to a dog
and hang it. From the very begin-
ning the argument advanced by Shri
C. C. Shah was this, that a man may
be undesirable, What is this un-
desirability? It is the most relative
of terms. A man may not like a
particular person on account of his
face, on account of the hair he wears,
the dress he wears.

Shri E. K. Basu: Or the white
cap.

Shri U, M. Trivedi: Whatever #
‘may be, I do not come to that. We are
all white-cappers.

An Hon. Member: Are you?

Shri K. K, Basu: I hope you have
changed into black,

Shri U. M. Trivedi: I never put on
a white one at least. !

Shri K. K Basu: That is good.

Shri U. M, Trivedi: The question is
that of propriety.

We have to see whether we should
give such vast powers in the hands of
Government as to deprive a man of
his right. At one end, we have made
the provision in our Constitution
that no one shall be, deprived of his
property. At the other end, here we
want to put into the hands of a body
‘corporate br the managing director
or the board or whoever controls this
whole thing or the managing agents.
power to say, all right, you may have
purchased the shares but we are not
going to transfer them. At one end,
we have been liberal in one respect,
and at the other end we are providing
like this. I do not see the consistency
about it.

Shri T. B. Vittal Rso (Khammam):
May I point out that thers is no quo-
rum in the House?
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Mr. Deputy-Speaker: 1Is it not
sunch téme now?

Shri T .B. Vittal Rao: Not yet.

Mr, Deputy-Speaker: The bell is
being rung. Now, there is guorum.
The hon. Member, Shri U. M, Trivedi,
Jmay continue,

Shri U. M. Trivedi: Formerly, we
«could not have an outsider acting as
a proxy. Now, we have been liberal
enough to say that any outsider not
.connected with this company itself
may be a proxy and may exercise
the vote. Though we have been
liberal enough to allow a man, whose
_antecedents are not known, and who
is a complete stranger to others, to
come and attend the meeting, and
.also to exercise the vote or do all
‘the functions which a proxy is allow-
ed to do, yet we say here that a man
who invests money, and who .has
some stake may not be allowed to be
registered because he is ccnsidered
by some superman sitting there to
be undesirable. That is what we
.call the height of tyranny that you
‘want to practise through the process
-of this company law,

We do not know what political con-
giderations may come in, because
-as this law now stands, practically
the power goes into the hands of the
Central Government to allow or not
to allow a man to run his bussiness;
and discrimination may be there.
“The object of the present measure is
to reserve as much power in the
hands of Government as possible; to
oppress as much as possible, to please
those who are sychophants to you,

and to ruin those who cannot agree

with your views. It is with this object
-in view that this company law is now
being framed in this - manner. When
such a law iz being framed, it is
the duty of the House to see whether
it will act oppressively or not.

. The hon. Finance Minister said,
and he was to some extent justified
in  saying, that we are not dealing
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with ordinary men, and therefore we
should not presume that they are
wvery honest, I should say that we
are also not dealing with officers who
are very straight Yorward persons;
and they are bound to act accord-
ing to the dictates of their masters,
and all those masters are not very
honest. That being the case, we have
to safeguard through law the posi-
tion of such persons as are actuated
by mere desires of investing their
money and nothing else. According
to this provision, such persons, in
whose case refusal is made, will have
to run up to Government; and if
they hold a particular type of view,
the man sitting at the Centre will tell
him, look here, we may get it Te-
gistered, my dear fellow, but we will
do it only if you change your colours,
if you agree to contribute so much
to our funds, if you agree to to pay so
much to our party, if you agree to
give up that particular party, if you
do all these things, we agree to get
ihe shares registered, otherwise, you
go away, and so on. . All this can be
said against the person concerned,
and it may have been put down in
black and white also, but it cannot
be the subject-matter of an enquiry
by any court of law. It ig with this
fear that I say that if the registra-
tion of a person's shares is refused,
he must be given reasons in writing
as to why it is being refused. Fur-
ther, the appeal should not lie %0
Government, but must lie to the court
having proper jurisdiction. [ know—
and what Shrj N. P. Nathwani has
said has some force in it—that not-
withstanding this provision of law,
which says that the appeal shall be
made to Government, and the deci-
sion of Government shall be there,
and without assigning any reasons,
Government will say anything, and
the company shall have to obey that
order forthwith, there is a provision,
in the Constitution, very wisely put
there, and liberslly too, namely the
provision of article 226, which can
compel Government to change its
order. But then it is a very lengthy
process for anybody. It is a wvary
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<ostly thing, In the case of a trans-
fer of a few shares by a few persons,
why should a person always approach
the High Court for this purpose?

The Minister of Finance (Shri C. D.
Deshmukh): Is the hon. Member
sure that recourse to court is barred
by anything that we are saying in
this Bill?

Shri U. M. Trivedl: You give no
provision to go directly to the court.
It # a question of interpretation
whether a person will have to exhaust
the remedy which has been provid-
ed under this law or whether before
exhausting this remedy, he can
approach a court of law. That is the
point.

Shri C. C. Shah: Thig provides only
an additional remedy to the person,
if he chooses to take advantage of it
Otherwise, he has the right to go to
a court of law,

Shri U. M. Trivedi: I would wel-
come some provision to be put some-
where here in the language In which
Shri C. C. Shah has tried to put i}.

The Minister of Revenue and Civil
Expenditure (Shri M. C. Shah): It is
absurdly unnecessary. If you will
read it very carefully, you will find
it is quite unnecessary.

Shri U. M. Trivedi: It is quite neces-
sary. Unfortunately, you have pass-
ed the stage when you have to go
before a court of law, and you do not
know it. There are difficulties that
arikse in this matter.

Just now my heon. friend Shri N. P.
Nathwani has said—I do not know
-whether he knows so much the mind
of Government or not—that Govern-
ment has this position in view,
ramely that all such orders will be
enforceable, and Government might
_make some provision in the same
‘terms as the provision existing in
clause 628.

Shri M. C. Shab: Shri N. P. Nath-
wani simply pointed out that under
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this new sub-clause (8), there is a
provision that an order can be pass-
ed under sub-clause (5), saying
that the transfer may be effected. But
now he says, suppose a party does
not accept it then what is the result,
can Government enforce its orders,
are there any provisions to that effect,
and # not, do Government propose to
have such a provision later on.

Shri U. M. Trivedi: That is wha!
we also want to know, How does
the mind of Government work about
it? If we find that you have already
agreed to such a provision, then we
may not advance such arguments.

Shri M. C. Shah: That will come in
the clauses whnich we shall just
consider. If we want to add anv penal
ciause there with a view to penalis:
a company that does not carry out
the orders of the Central Govern-
ment, then you will have ample
opportunity to discuss the matter.

Shri K. K. Basa: Shri C. C. Shah
also has said that there is nothing
to bar a person from going to a
court of law. Under the existing law,
you have to prove the mala fide of
the director. But under this parti-
cular provision, so far as the
Central Government are concerned,
you say that they should not only be
guided by grounds of mala fide but
something else also. Is it open to
the court of law, after the statute
romes into being, to go into any
other ground apart from mala fide?
That is the whole point.

Shri C. C, Shah: It does nat provide
any further ground except those that
exist in Jaw at present.

Shri K. K Basu: So far as the
Central Government are concerned,
after this clause 110 is put into effect,
if they so choose, they can go into
other reasons also apart from mala
fide; and since the specific right is
orovided, they can give notice to the
company and ask for the reason, and
they can go into other grounds also
apart from grounds of mala fide. Bu:
so far' as the courts are concernel,
they have to follow the existing prac-
tice omly. .
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Shri U M. Trivedi: The court is
bound to go by what the law, as it
stands, says. The court is not going
to travel beyond what is said here.
T heard the Minister of Revenue and
Civil Expenditure io say that they
are propcsing some change in some
clause, and the way that he has
suggested means that the remedy that
2 man can have by way of an ordi-
nary civil court will be barred imme-
diately you provide that it will be
penal for any man not to obey those
orders. The penal clause itself will
suggest that that order is final. and
the ' penalty will be attached to it.
So we must know how you are going
to have thig provision moulded, and
what is the strength behind it. what
sort of sanction vou are going to
provide behind i, Therefore. my
suggestion is this. I do not think
that anything is lost to the Govern-
ment in any manner, except if there
is something hidden or something
mala fide. You can easily provide
that this can be gdetermined by a
court of law. Why allow this big
Power in the hands of those very
people whom, you say, you are not
trusting? Why allow them the power
to exercise the right of refusal of
 registration? Why have it both ways?
You cannot blow hot and cold in the
same breath. At cne stage, you say
that you do not want these people,
they are dishonest, you are trying to
plug all these loopholes; at another
stage, you want to give these - very
people thiz power to refuse wegistra-
tion of transfer, to ecall anybody
undesirable and throw him out; -you
allow the board to say something dirty
about a man who wants the shares
transferred and do all sorts of things.
‘Why not allow him to open  those
proceedings? I say that there is a
very strong case for such a courss,
You should agree that the man must
have a right of appeal and he must
be given the reasons why registra-
tion of dransfer is refused. -He
must have the right of appeal...

Xbri K. K. Basu: After the Central
Government decides,
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Shri U. M. Trivedi: [ say, do away
with the Central Government. It
must go to the proper officer or . a
court with proper jurisdiction. This:
is a question of right.

Then I come to'a small suggestion
about clause 112(2). I suggest that
in sub-clause (2) after the words
‘sub-section (1), we may add ‘sub-
Ject to the orovisions of sub-section
(3. As it now stands. it says:

“If default ig made in comply-
ing with sub-sectiun (1;, the com-
pany and every officer of the
rompany who is in defaul* shall
be punishable...”

I say that he should not be punish-
ed automatically, but he must be
served with a notice requiring him
to make good any default in comply-
ing with sub-section (1). So I want
to add, ‘subject to the provisicns of
sub-section (3)' after ‘sub-section (1),
so that # reads:

“1f default is made in comply-
ing with sub-seotion (1), subject
to the provisions of sub-sectiop’
(3), the company and every officer
of the company....” )

That will be in the fitness of things,
read with the provisions of sub-sec-
tion (3). This will help the company,
# it is an honest company, to carry
out the ordinary transactions in a
proper manner and we shall not be
called upon to punish a man without
hearing him.

Shri M. S. Gurupadaswamy (My-
sore) rose—

Mr. Deputy-Speaker: When &
special forum for appeal is provided
by statute, it is open to the court to
have jurisdiction over the maftert
Under clause 110, the appeal iz #o
be made to the Central Government.
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If nothing is said in regaid W appeal,
4t is another matter. But when an
appeal is prescribed to a particular
agency, is it open to the court to
‘have jurisdiction? -

Shri S. S. More (Sholapur): Theére
are certain powers under the Consti-
tution for the courts to superinten-
dent or issue writs of certiorari,
wmandamus. . ...

Mr. Deputy-Speaker: Writ is a
different matter.

Shri S. S. More: When a special
procedure is provided, no party will
be permitted to deviate from it, un-
less the special machinery is utilised.

Mr, Deputy-Speaker: I do not want
to create any innovation. If Govern-
ment want to avoid any reference to
a court. it may be made clear. If
on the cother hand, the hon. Minis-
ter in charge feels that they may
have recourse to a court, there is
‘nothing preventing appeal to the
court. But when a special procedure
is provided for appeal to a particular
agency, 1 doubt whether the appeal
can lie to a body other than that
1 am afraid there are certain cases
which say that reference to a court
of law is prohibited. If it is a ques-
tion of substance in which the hon.
Member feels that we are not going
to allow the court to interfere in this
matter and the Central Government
must have the authority, there is no
going behind it. On the other hand,
if he feels that the court's jurisdie-
tion ought not to be excluded, it is
somewhat doubtful.

Shri C. D. Deshmukh: The court’s
jurisdiction today is of a particular
kind. That does not cover all cases
of refusal to register. As one hon.
Member peinted out, it is a guestion
of mala fides. The question of mala
fides can always go to court. Below
that or short of that, there was mno
remedy available to the party today.
What we have provided is a summary
kind of remedy for a matter which
% not always a justiciable matter, it
mala fides do not enter the transac-
tion. because there are various other
jssues that may have to be taken into
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consideration—but  certainly not

politics. Of course, it is open t0
hon, Mémbers to fling mud at any-
thing, about anybody’s bong_fides, so
long as their bona fides are not
suspected. But we do not play that
game. We say, we are trying to deal
with a particular problem to the
best of our judgment. We find that
today a party has no remedy. There
fore, we say, may be the company
may not wish to make a justiciable
issue of it, and yet it may have very
good reasons, say, the es have
been cornered, somebody wants o
oust someqne else. It is a kind of
game played in the business world,
but not necessarily raising issue ot
moral turpitude. And wyet from the
point of view of the conduct of a
particular enterprise, Government
may feel that a change that will come
about as a result of these transfers
is a change which will not be desir-
able—I am sorry I am making .-a
1 should have made
later, but 1T am {rying +t{o answer
your point—.There are many other
powers of a cognate nature which
have been vested in Government.
What is the meaning of saying we
will approve the new  managing
agents, a new managing director, the
composition of a new directorate? All
these are powers vested in us. Hon
Members might say, why not transfer
all these powers to the High Ccurt?
My answer is that these are not essen-
tially justiciable matters: these are
matters of judgment  in ordinary
everyday affairs of the market-place.
and therefore, other considerations
than the provisions of law have to
be borne in mind. That is why we
are entering into difficulties in re-
gard to labour tribunals. Although
those matters go before judges and
so on, you find 100 judges give 100
different judgments, because there M
no substantive law which governs thia
matter. We do not knoew what bonus
is, we do not know what profit
sharing is, we do not know what
social justice is, AJl these wague
matters have, therefore, to be dealt
with on a different plane. That was
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why we felt that in this matter the
Central Government, who are mnot
hampered by rules of evidence, rules
of prccedure and so on, might be
able to do rough justice whereas the
court may not be. And there is the
o‘her point, that it is not proved
that the law’'s delayg are less than
the delays of the Central Govern-
ment—I mean we have a greater
capacity of cutting red-tape than the
High Court has of abridging its proce-
dure. They are bound by procedure;
unless the law is changed, they are
helpless. We can change our proce-
durg as we go along, and I have
given general assurances to the House
that we shall see that delays are
minimised. Therefore, I am hoping
that most of these matters will be
settled very quickly, Secondly, the
very existence of these new powers
in the hands of Government will
make it almost unnecessary ot
them to exercise them. As far as
I can foresee, in about 99-99 cases,
the names would be registered,
Because the party has to come, and if
he does succeed in proving in an isola-
ted case that there is every case for
not registering it, that would be a
matter in which no court could inter-
fere—because I am excluding mala
fides, 1f there is mala fide, and that
may include even political mala fide—
it is open to a party to go to the court
and say, “I heard the Minister say ‘1
will see that that person ‘who belongs
to that party does not get the share’”
—if he can prove it, it is open to the
High Court to decide it.

1 M.

Mr. Depuiy-Speaker: The hon.
Minister therefore says that the pre-
sent jurisdiction of the court is- not
curtailed. The present jurisdic-
tion is in cases of mala fide and
dishonesty, if # is proved. An addi-
tional remedy s provided now which
wag not in the previous Act. There
fore, far {rcm abridging he has en-
larged it.
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Shri C. D, Deshmukh: Much en-
larged.

Mr. Deputy-Speaker: And in favour
of Government. Because, where an
appeal lies to Government they are
not governed technically and strictly
by any rules of evidence as in
court of law, and they may do justioe
in a summary manner. Wherever
even they are actuated by ma'ice,
dishonest intentions or by a partisan
spirit, 'the jurisdiction of the court
is not ousted,

Shri U. M. Trivedi: In regard to
mala fides of Government being chal-
lenged I may inform my friend that
a!l the courtg including the Supreme
Court have said that mala fides of
Government iz a thing most difficult
to prove and is never at issue. It is
taken for granted that whatever the
Government has done is right.

Shri C. D. Deshmukh: It cannot be
alleged and it is very difficuit to
prove,

Shri U. M. Tiivedl: That is why 1
was suggesting that the remedy must
be with the courts from the very
beginning.

Mr. Deputy-Speaker: The hon.
Minister says it is not purely judicial
and there is something more as in
the case of managing agents,

Shrl U. M. Trivedi: So long as he
is Finance Minister # is all right.

Mr. Deputy-Speaker: We hope all
Finance Ministers will be equally
good.

Shri M. 8. Gurupadaswamy: This
group of clauses deals with deben-
tures, shares, transfers and other
cognate matters. With regard to
shares, the Bill provides for two kinds
of shares, namely equity shares and
preference shares. .

Shri C. D. Deshmukh: May I know
on which amendment the hon. Mem-
ber is
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Shri K. K. Basu: It is only a sug-
gestion for action.

Shri M. S. Gurupadaswamy: 1 am
spealnng on clause 84. This clause
provides for two kinds of shares: pre-
ference shares and ordinary shares.
The one happy feature about this
Bill is that it has completely elimi-
nated the continuation of deferred
shares. Shri C. C. Shah pointed out
yesterday that the continuation of
such shares has been the cause of
much abuse on the part of the defer-
red shareholders. They are none else
than the promoters or the founders of
the companies. In companies where
there is unusual and extraordinary
accumulation of profit, the deferred
shareholders always take the greater
portion of the net profits, after pro-
viding of course for the dividends for
the ordinary shareholders as well as
the preference shareholders. Though
the face value of the shares of the
deferred shareholders was very small,
say one rupee, normally in the past
the profits they used to get used to be
much more than the profits of an
ordinary shareholder or any kind of
shareholder. Now this has been eli-
minated. This way the Bill is a
‘definite improvement upon the old
Act. So it must be commended.

But I have to make one submission
in this connection Shri Asoka Mehta
while dealing with the question of
shares asked: would it not be better
to give sufficient power to Govern-
ment to allow the issue of more kinds
of shares if they are deemed necessary,
instead of confining only two kinds
namely equity shares and pre-
ference shares? Of course we do
not want the continuation of
the deferred shares, even though
we want to give powers to
Govemment to enlarge the kinds of
shares. I am glad that the Finance
Minister agreed with some of us that
the transfer of shares is being done
sometimes with a view to cornering
a large number of shares. That is,
shares are purchased and sold, they
are acquired by a certain group of

people or persons with a view to-

chmgmathecomplenanmﬂchuu—
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ter of the company. In England the
practice was that any shareholder
could sell his share to anybody he-
pleased; blank tsansfers and some-
times colourable transfers to undesir-

able persons used to be allowed.
Normally, it is true that a share-
holder is the owner of the share; he
enjoys all the rights over the share:
and can dispose of the share to any-
body. That is a normal right. But
this normal right has to be restrain-
ed, because certain practices have:
developed in India, particularly due
to the activities of managing agents
and ‘managing directors or directors
who corner the shares and exploit the
shareholders with a view to captur-
ing the company. So by mere selling
or buying operations of shares it is
quite possible that the complexion
and character and the managerial
structure of the company might be
changed. Therefore, with a view to
preventing such a monopolistic ten-
dency, it would be better that restric-
tions are placed on the transfer of
shares.

Shri K. K. Basu: How can you pre-
vent monopoly under this?

Shri M. S. Gurupadaswamy: It
could be. Because by refusing to
register the shares of certain people
it is possible to keep the complexion
and character of the company intact.

Shri K. K. Basn: Usually the per-
sons in the management develop the
monopoly. Shri Tuslidas will have:
no chance of developing a monopoly
in that organisation!

Shri C. D. Deshmukh: There are
other Tulsidases who want to oust
this Tulsidas!

Shri M. S. Guropadaswamy: On the
ground that there is already in exist-
ence in the company a sort of a mono-
poly holding of shares by a group of
people or some persons, should we on
that ground justify again that the
same tendency ‘should be repeated by
another group coming and taking
over? If there are normal transfers,
there is no objection. Suppose a
shareholder is in difficulty, he wants
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1o sell away his shares and have
money. There should be no objection
40 sell his shares. Normally the
company should not come in the way
of such transfers. But the Govern-
ment should see that the transfers do
not in any way change the complexion
or the character of the company or, if
they want to change it, it should go
into desirable hands.

Some hon. Member was suggesting
that the High Courts should be given
powers in respect of appeals. I am
inclined to agree with the Finance
Minister in this matter that the admi-
nis‘ration of Company Law is a
imatter for Government. And I sug-
gested' on another occasion "that ins-
tead of a governmental machinery it
would be desirable to have a Central
authority, an independent or autono-
mous Central authority for this
purpose. :

Pandit Thakur Das Bhargava (Gur-
gaon): May I point out to my hon.
friend that under clause 154 of this
Bill, it is the court which can rectify
a register of members? The powers
of the court have not been taken
away. The final authority of the civil
rights of the people rests with the
courts alone. How does my friend
-say that the jurisdiction of the court
:should be ousted?

Shri M. 8. Gurupadaswamy: I am
not saying that it should be ousted.
I am only saying that if there is a
refusal of transfer by a company the
parties, the transferor and the tréns-
feree should be given some chance of
appeal to Government and that is the
only thing provided. I think that it is
right that the power should not be
-entrusted to the court. The adminis-
tration of company law should remain
with the Government. It is the Gov-
" ernment’s responsibility to see that
the company’s affairs are managed
properly. So, I say the provision that
the Joint Committee has made in this
Tespaet is completely reasonable and
satisfactory.

In so far as delay is concerned, it
all depends upon the administration
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to impress upon us how far they will
be able to cut down their red tape. I
know various instances in which the
officers dealing with company law
and other matters have always waited
for the orders of the Ministers. They
do not act quickly and expeditiously;
as a result there is a lot of delay and
harassment to the parties. It would
be better if the Minister takes care to
see that red tape is cut short. I wel-
come his assurance in this matter.

The officer dealing with such im-
portant matters should act in a very
responsible manner. But, unfortu-
nately, today in India generally the
officers behave as if they are the ser-
vants of the Ministers and not ser-
vants of the public. This has been
the cause for the long delay, the red
tape and all that. Seo, if the officers
behave properly and think that they
are not servants of the Ministers but
servants of the public....

An Hon. Member: You want to
sow seeds of disloyalty.

Shri M. S. Gurupadaswamy: I do
not mean that there should be dis-
loyalty to the Mmister. I say that
they should not always think that
they are the servants of the Minis-
ters, that is, that they should not
always act according to the will of
the Minister and not according to
the rules and regulations provided
under the law.

Shri C. D. Deshmukh: They should
consider that they are Ministers?

Shri K. K. Basu: Sometimes they
are.

Shri M. 8. Gurupadaswamy: I do
not want them to consider that they
are servants in attendance to Minis-
ters.

Shri C. D. Deshmukh: They are
public servants and they are under
the orders of the Minister. Do you
want anything else?

Shri Bansal (Jhajjar-Rewari): On
the other hand, the complaint is that
servants are oo
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bureaucratic and they do not listen
to the advice of Government.

_ Shri M. 8. Gurupadaswamy: Last-
ly, I must say something about the
disproportionate voting rights and
the time provided for their adjust-
menl, It'is rather too long. My
friend, Mr. Gadgil suggested one
year. The Bill has provided for three
years and I would request the Minis-
ter to consider whether it will not
be possible to reduce the dispropor-
tionate shares within one wear or at
least less than three years. I think
it will be better to reduce the period
from three years to two years or one
year, as the case may be.

Shri K. K. Basu: There has been
a long ‘discussion on thig group of
clauses and I think most of the points
which I wanted to say have been
covered 1 wanted to move some
amendments, but unfortunately, be-
cause notice was not given in time,
they have not appeared on the list
today. We wanted the deletion of
these shares which are income-tax
free.

An Hom. Member: What is the
number of the amendment?

Shri K. K. Basu: I do not know; we
gave notice yesterday but, probably.
s the notice is not sufficient we do
not see them here.

Yesterday my friend Shri Sadhan
Gupta emphasised why there should
be no provision in law which will per-
mit the issue of income-tax free
shares. Today there may be different
types of shareholders whose filnancial
position and standards may be dif-
ferent. Let them issue dividends on
the basis of the earnings they have.
T is for the individual shareholder,
according to his own ability, to pay
income-tax.

There is an amendment which the
Finance Minister has moved, for the
deletion of Explanation II which deals
with cumulative preference shares.
But, I do not see any other provision
either in the definition clause or any-
where else which defines what a cumu-
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lative preference share is. We know
it fully well because ever since the
working of this company law in our
country there have been judicial inter-
pretations and there is the definition
in English Company Law which we
have been following. But, in view of
the fact that our new Bill is a com-
prehensive one we should have said
somewhere what is a cumulative pre-
ference share, It is open to issue cu-
mulative preference shares also. id
you drop out that explanation, unless
some definition is made somewher it
may not be possible to know what it is.
In the new Bill we have put every-
thing conceivable either in the body
of the Bill or in the schedule. I would
urge the Finance Minister to consider
whether some such provision should
not be made if the Finance Minister’s
amendment is accepted.

Then 1 come to the point that has
been urged by my friend, Shri Guru-
padaswamy. We have also tnoved
an amendment to the effect that the
period of three years should be re-*
duced to one year for the adjustment
of these shares with dispropor-
tionate rights etc. We are including
in the new Bill provistons which will
alter to a large extent the relation-
ship inter se between the managing
agent and the parent company or the
parent company and the subsidiary
companies and so on. Therefore, we
consider that this three years' period
will run counter to the provisions
which we are incorporating in this
Bill. We all desire that the body
corporate should fall into line with
the law that we are going to pass
soon.

Regarding clause 89, it has also
been dealt with by some of the pre-
vious speakers. Unfortunately the
notice of an amendment which we
gave yesterdny was too late. Under
the saving clause only section 80 is
covered. What about the provisions
regarding any right attaching to divi-
dend capital or otherwise? We would
like to emphasise that every kind of
thing should fall in line with the
provisions of this Bill, because under
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this Bill we want that there should
be two types of shares mainly, the
equity shares- and the preference
shares, and arnong the preference
shares, they will be on a par and
there will be no such differences. Un-
der clause 89, in the case of existing
companies they may have rights which
are not in line with the provisions of
clauses 86 and 87 ‘hat we are going to
pass under this Biil, I would urge the
hon. Finance Minister to consider not
only the rights under clause 88, but
all other rights also which should be
made to fall in line with the provisions
under discussion, which will be put
soon on the statute of this country.

Regarding private companies, it is
wrue that normally it is more or less
family concern. But we have also
seen that sometimes in private com-
panies, after a certain stage, due to
quarrels within the family troubles
accur—the number of family members
might not exceed 50. We have seen
that when a section of the family
members falls out with the other, the
majority section controls and they
tyrannise the other section. I know a
very important company in Calcutta
originally founded by three brothers
and subsequently one branch of the
brother had no male issue and it went
to the dapghter. The result was that
the daughter’s people were pushed out
of the company. Therefore, even in the
case of a private company, a provision
should be included to, the effect that
i the Government is satisfied...

Shri C. D. Deshmukh: Which clause -

is he referring to?

application of a certain section of
-upd Afediseq 1 gomga  ‘'sFupioy  Jo
oqy Ul ‘payspes ‘st juawulascd  Jl
g 2wy Jo Saidpuud seq ayy ol
case of a private company, on the
of rights attached to particular tyoe
i9Uno? Suni pue snfyn aq o} paiapls
snsse[D UIeMsd ale 2IAyL *(qQ) asnepn
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the shareholders whoever 1hey_ may
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be, that such classes of rights are
basically unjust and run coumer to
the basic principles of the B.il, then
it should have a righl to fcree upon
the company to fall in line with this
and amend the provisions of its
articles of assoclation accordingly. [
tully agree that there should no: be
a general provision that all private
companies should be on a par. As I
have given an example, sometimes
such gquarrels occur. Theretcre, it
should be open to the Central Govern-
ment, if it is satisfied, to call upoe
such private company to amend its
articles so as to fall in line witn
clauses 86 and 87.

Shri Bansal: I have not heen able
to follow the hon. Member. How wil
the situation be improved by making
such amendments in the articles, as
suggested by him? .

Bhri K. K Basu: I have not sug
gested any line.

Shri Bansal: The hon. Member aa:
a particular instance in view. How
will the minority shareholders, or the
people who are looking after the
interests of the daughters, be benefit-
ed by the kind of orovision which
the hon. Member hag in mind?

Shri K. K, Basu: There are different
types of shareholding, and thev na-
turally have different rights. In the
~ase of a private company, if 1the
Government is satistied that one
rlass of sharebnlders is gong to
tyrannise or dominate over the other
type of shareholders and that those
rights run counter to the provisions
which we are passing, then the Gov-
ernment will have the right to ask
the particular eompany to amend its
articles and fall in line with these
provisions. Therefore, 1 do not say
that all private companies should be
put on the same par as public rom-
panies, but this right I would like
to give to Government.

Regarding the earlier part of ciause
86, I am not sure whether delet'on
will solve our problem. Some other
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amendinent shcotild be put in. Un-
fortunately ! was laie. It is i wiic
a power—the rights attached 1o
shares as to dividend, capita! or
otherwise—which many of us do not
wish. ’

The most importan: provision is
the prouvisien in clause 110. Before
that, une point has alsc been urged
by my friend, Shri Sadhan Gupta,
that the percentage of shareholding
should be reduced from 10 to 5. There
will not be any harm because the
court will be there and it will judge
the soundness of the argument that
the five per cent shareholders are
giving. If there is a prima facie
case, the Court may issue an injunc-
tion that the variation that has been
sought by the majority shareholders
shall not have any effect. Our ex-
perience is. that it is very difficult
often to get hold of ten per cent
shareboldings. In many cases, usual-
1y the ruling -party, who holds majo-
rity shares, will be on one side and
a very small minority section, who
might not see eye to eye with the

- ruling Jarty, will be on the other side,
and surely it must have a right to
come to the court.

Shri C. D. Deshmukh: Which clause
the hon. Member is referring to?

Shri K. K. Basu: Clause 106, which
says:

“If, in pursuance of any provi-
sion such as is referred to in sec-
tion 105, the rights aftached to
any such class of shares are at
any time varied, the holders of
-aot less in the aggregate than ten
per cent of the issued shares of
that class, being persons who did
not consent to or vote in favour
of the resoluticn lor the varia-
tion, may apply to the court to
have the wariation cancelled, and
where any such application is
'nade, the variation shall not have
effect unless and until it is con-
firmed by the Court”

This right applies only if the poer-
centage is teh, and 1 want it to be
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reduced to five, berause knowing the
position of the shareholders as the)
arc icday, we want to reduce it
irom ten to five,

Wow I come to the most controver
sial clause so far, that is section 110
The Jomt Commitiee also discussea
this and I fully agree that it is
much better to have some machiner)
set up by Government insicad of :
court. Apart from the delay in the '
court, it may not be possible alwar. -
for the judge, in taking up such mat
ters, o determine, apart from the
mala fides, the economic effect of it.
It is very difficult for the court to
enter into such matters. Possibly
they have to base their judgment
wis-g-vis the facts that may be given
by the applicant or on behalf of the
company. Therefore, it is much bet
ter and more practicable if only
the Central Government appoints
such authority who will be in the
know ©f the market position, apart
from the Government’s  economic
policies or their desire as to how ihe
body corporate should work. It is
much better to have thai power given
to the Central Government. But in
view of doubts expressed hy some of
our friends here that ® Government
may not always be right, I would
only suggest, if it is possible,—
unfortunately I have not tabled any
amendment—that a provision should
be made by which an appeal against
the decision of the Government
could lie with a court of law o
competent jurisdiction. I do not agret
with those friends that immediately
they should go to a court of law
The expert machinery will be more
competent to go into the matter that
a court of law. If some such thing
could be provided here or subse
quently in this Bill, that is, appea’
against the decision of the Govern
ment, then it will be better.

Shri Jhunjhunwala said that beforr
they actually refuse, they should
come to the Government, but he now
says that in the case of such a de
clsion, the other side should be give:
a hearing. If that is possible, well
and good. If the administration of
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the Company Law could be decentra-
lised to some extent, it may be easler
so that a shareholder from Madras
will not have to come to Delhi' every
time; it may somewhere near about.

Shri C. D. Deshmukh: This parti-
cular thing is likely to be decentra-
lised because it i8 in a rare case
where a particular view has to be
taken of the passing of the control
of the company and that is a matter
which a Registrar or the Registrar-
General is not likely to be able to
handie.

Shri K K. Basu: It may so hap-
pen. ‘When there is a case of large-
scale cornering which may involve a
question of policy it is all right.
But there may be cases where it may
‘have just crossed the limit of private
company;, there may be a family
jealousy or some other trouble and
there it does not involve a very big
question of change of control or
policy. In those cases can this cate-
gorisation be made? A single share-
bolder having five or six shares have
to come because their share has not
been registered on the ground that
the management do not like it. I
would ask the Government to consi-
der whether this categorisation can
be made that a certain type of cases
can be looked after by the Registrar-
General because I understand that he
will be quite a senior officer.

Shri C. D. Deshmukh: The point is
that the small man is not likely to
have such a complaint because regis-
tration is a matter of no moment in
#t. it is only a big man with a large
block of shares who may have some
grounds if his registration were re-
fuged by company for reasons of
their own.

Shri K. K. Basu: That is a normal
case. We have heard in Calcutta &
case where it had just crossed the
limit“of the membership of %0 or 80
and there were some groups and they
did not want any other groups to
come. I fully agree with what the
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Finance Minister said but I hope
some decentralised power can be
given in cases not involving change
of policy. I would request the
Finance Minister to consider this be-
cause I am not moving some of the
amendments I had tabled.

Pandit Thakur Das Bhargava: So
far as clause 110 is concerned, 1
want to make one or two observa-
tions. According to the articles of
association every shareholder agrees
or is deemed to agree with the rest
of his shareholders that the direc-
tors have got absolute power to
disallow the transfer but in the arti-
cles of association it is not provided
as to what should be the grounds on
which such iransfers should be dis-
allowed and usually it happens that
no grounds are given and therefore
the transferee comes to Court. The
guestion arikes: was it due to- the
mala fides of the administration that
they have disallowed the transfer.
The persons who want the transfer
are in a dilemma; they cannot ordi-
narily succeed in any courl also
because it is very difficult to prove
mala fides. We do not define the
circumstances or reasons or on what
occasions this power should be exer-
cised. If you can say that this should
not be done un account of certain
reasons then it is all right. If, for
instance, as my friend said, some un-
desirable person comes on, you will
say that, Usually it is so. But what
is the quality of that bad man? 1If
that person has already purchased a
large number of shares and if it is
clear that he wants to take possession
of the entire company, I can un-
derstand that. After all according to
the original agreement, it is qute
clear that the transferee has agreed
that he will not be able to transfer
the shares at his sweet will and
power has been given to the directors.
The power yet remains with the
directors. In what circumstances and
for what reasons should the power be
exercised? Unlesg and until that is
made clear the courts and the Cen-
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tral Government will be in difficul-
ty. With what allegatidns can he go
to the court? He does not know why

the transfer is not allowed. An at-’

tempt should have been made to put
in the articles of association on what
grounds the company could disallow
the transfer of shares. For instance,
1 have got some shares and when I
go to the company they say “dis-
allowed”. It is a good sale; consi-
deration has passed and there is abso-
lutely no reason why it should not be
allowed to be transferred in the books
of the company. I have purchased it in
an open or private sale; my title is
good; everything is good but only the
rule comes against me. But the rule
is there and I quite see the force of
the law and I do not want the entire
discretion to be taken away. But at the
same time, I do want it may be defin-
ed under what circumstances and for
what reasons, the power can be exer-
cised because once it is defined, he can
certainly come to the Central Gov-
ermment. If the reason is that this
man is buying shares and cornering
thern and therefore the transfer may
be disallowed, in a particular case
# may not be true and he can go
to the Central Government and say
that this is not true or fair. Unless
he knows the reason and the admini-
stration ig forced to give reasons by
some provision in the articles of
association and you force them that
. the articles of association would be
good only if they defined the reasons
this difficulty will always be there
and he will have no fair solution.

Mr. Deputy-Speaker: Are there sny
provisions #n the Bill for making
rules in connection’ with clause 110
and saying that the circumstances
should be given.

Shri C. D. Deshmukh: When there
is a representation in writing both
parties are to be invited and I take
it that representation will mean
the particulars of the share that is to
be transferred by each party and that
will mean the reasons. There is dis-
tinction between defining reasons iu

the articles of association and giving -
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reasons when an occasion arises. S6
far as giving the reasons s concern-
ed, [ take it that it will come under
sub-clause (5) before the Govern-
ment.

Pandit Thakur Das Bhargava: 1
have. not been able to make myself
clear. Let us examine it step by
step. The company should not be
allowed to disallow a transfer except
for good reasons, for instance vorner-
ing. There might be some other
reasong also. It is not a good reason
that I am a bad man. If a persoa
wants to usurp or cormer I can un-
derstand and you may not allow it.
But # should not be at their sweet
will, without igni any r "
How am I to specify the reasons
while applying to Government? I do
not know on what grounds it bas
been disaliowed unless I know them.

Shri C. D. Deshmukh: I am assum-
ing in the course of the enquiry you
will be told all the reasons that have
been advanced by the other party.

Pandit Thakur 'Das Bhargava:
Where is provision for an enquiry?
Who is going to tell me the reasons?

Shri C. D. Deshmukh: That can be
provided by the rules.

Shri C. C. Shah: When there is an
appeal to the Central Government,
the Central Government will issue
notices to the company under sub-
clause (5) asking the company to
show reasons why they refused and
then the man will be called upon to
reply those reasons.

Pandit Thakur Das Bhargava: I
was asking this. What is your objec-
tronn to make a provision in the arti-
cles of association?

Shri C. D. Deshmukh: It becomes
justiciable which is the very thing we
want to avoid.

Pandit Thakur Daz Bhargava: It is
not. According to the procedure, I
apply to the company for a transfer
and then it will be disallowed. They
do not give any reasons. You may
say that they must give reasons so
that I may be able to concentrate
upon those reasons.
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Shri C. D. Destmukh: If this is the
sort of cases which are likely to come,
up, both the parties would know very
well what the reasons are.

Pandit Thakur Das Bhargava: As u
matter of fact, I may tell the hon.
Finance Minister that very often we
do not know what the reasonsg are:
the only reason is perhaps jealcusy,
perhaps the animosity belween a
managing director and the person
who applies. In such cases transfers
are disallowed without any reason
being assigned. My’ hon. friend says
that the company would be asked why
they have dcnc so. But your provi-
sion says that both the parties will
be asked to give  reasons.
Either you provide that after one
party has made the complaint the
other party will be asked to give the
reasons, or straightway provide that
reason: for such refusals should be
given. There iz not even a provision
for an enquiry. There # no reason
1o think that after you receive a reply
from the company you will allow the
aggrieved party an opportunity to
controvert it. I may come with a
blank paper to you.

Shri C. D. Deshmukh: Is there any
reasan which would prevent me from
doing that?

Pandit Thakur Das Bhargava: What
is the purpose of this law then? You
ask me negatively, “where is the oc-
casion for belleving that you will not
exercise those powers.” After all
this is a positive matter. If a person
comes to you with a blank paper
and says: “My application for trans-
fer of shares has been disallowed”
will you tell him the reasons?

8hri C. D. Deshmukh: Within the
four corners of this sectian, one could
make rules in order to elaborate that
procedure: that is not barred by the
substantive portion of the sub-clause,

Pandit Thakur Das Bhargava: That
means at the first stage you do not
want to provide. Why do you not
provide for it but give arbitrary
powers to the company. Secondly.
sou make a provision that you would
+nquire into the matter.
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Mr. Deputy-Speaker: Kven ai thu
first stage rules can provide for it.

Shri C. D. Deshmukh: My answer
is a general one: why do ycu want
to provide something hoere  which
can be provided in the rules. One has
to make a distwmction belween the
statute and the rules.

Mr. Deputy-Speaker: Is there any
provision for making such a rule?.

Shri C. D. Deshmukh: There is a
general section—'and for carrying
out the purposeg of this Act.”

Pandit Thakor Das Bhargava:
There is a general provision and
principle that Government will not
do wrong. Therefore, I am asking....

Mr. Deputy-Speaker: In any case
after the statement of the hon. the
Finance Minister here....

Shri C. D. Deshmukh: We  are
bound to take notice of every reason-
able suggestion made by an hen
Member. It is that which belps us
to make rules, apart from the gpecific
importany matters for which rules
have to be made.

Pandit Thakur Bas Bhargava: Sup-
posing Government disallows the
transfer. Then that man goes to
court. Even then he does not know
why Government has disallowed the
transfer. He does not know on what
grounds Government have approved
the decision of the company and dis
allowed the transfer. In the court he
has to prove mala fides. How can
he show mala fides unless he knows
what the grounds are? Unless and
until you change the basic thing and
you say that on these grcunds alore
a company can disallow, unless ym
do that, no justice will be done and
there will always be difficulty; there
will always be some conflict betwesn
the two parties. The aggrieved per-
son will naturally feel that an arbi-
trary rule is coming in his way.

It' may be difficult to define thosa
conditions, but an attempt chould be
made to define circumstances in
which a disallowance can be made.
I would, therefore, humbly request
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the hon. the Finance Minister to kind-
ly consider the point and see if he
can do anything to put something in
the articles of association, so that
these arbitrary powers may not be
eft in the hands of certain persons.

Shri C. D. Deshmukh: I shall dea!
with these clauses in the order in
which they occur. As regards clause
B4, two or three points have been
raised.

Mr. Deputy-Speaker: Does Dr.
Erishnaswami want to speak? How
long will he take?

Dr. Krishnaswami (Kancheepu-
ram): About seven or eight minutes.

Mr. Deputy-Speaker: Then, I shall
give him a chance.

Dr. Erishnaswami: I should like to
deal with only five clauses: clauses
85 to 89. 1 have to make a few obzer-
wvations on these clauses and I hope
the Finance Minister will consider
themn.

First of all we have made clear in
this Bill that we are not going to give
preference shareholders anything else
except a few limited, rights. Now,
preference  shares are generally
“charges” on capital rather than
“equities” and it is considered mnot
proper to give them equal voting
rights with ordinary shareholders.
Mr. Morarka's amendment, however,
deals with preference share-
holders' rights—rights which had
already accrued and which
be wants to do away with al-
together. On this matter I should
like to place before the Finance
Minister two considerationg which
be may take into account. This clause
can be made a perm'ssive clause.
There have been instances where pre-
ference shares were issued after the
ordinary shares were issued and the
managing agents have cornered these
shares and achieved control. On the
other hand, there have been rases
where preference shares have been
issued after ordinary shares and
trusteey have invested in these pre-
ference shares, because they natural-
iy felt thwt they were as safe as

26 AUGUST 1955

Companies Bill 11372

debentures. It would be most unfair
if we were to abolish these rights.
which have accrued.

Recent surveys which have been
made of the holdings of preference
shares by trustees have revealed the
fact that they hold quite a sizable
proportion of such securities. There-
fore, ! the present circumstances if
we did away with their rights this
would seriously affect the trustees
and others who have invested in these
on the basis of safe investment.

Shri C. D. Deshmukh: Does the hon.
Member mean that disproportionate
voting rights should be preserved?

Dr. Krishnaswami: [ do feel that

they ought to be preserved in certain
cases,
Shri C. C. Shah: I think he is re-
ferring to sub-clause (a) of clause 89:
he is opposing Mr. Morarka’s amend-
ment.

Dr. Erishnaswami: | am dealing
with dispioportionate  voting rights
also.

I feel that we ghould have dispropor-
tionate voting rights in the circum-
stances ruling in our country. 1 know
that the basie principle is that those
who have equal financial stake
should have equal voting rights. As a
principle it is excellent. But there are
reasons for suggesting that we should
have these disproportionate wvoting
rights. My hon. friend Mr. Bansal has
mdved an amendment which op
technical grounds has not been ad-
mitted. The amendment to clause
85 reads as follows:

“Provided that Government
shall have power to authorise the
issue of any other kind of share
capital in special circumstances
carrying special voting rights.”
Now, I should like to point out that

Government are going to promote-
many public companies. Supposing,
for instance, a group of foreign in-
vestors invest in a state enterprise a
large amount of capital. Would, it
not be advisable on grounds of na-
tional interest for the Government to
dave shares which carried disprapor-
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[Dr. Krishnaswami]

tionate voting rights so that they
might be able to exercise proper con-
trol over the company? It has to
be taken into account. Of course,
the Finance Minister might turn round
and suggest: “We can exempt public
companies * altogether from the pur-
view of the provisions of the com-
pany jaw and thus be in a position
to issue shares with disproportionate
rights.” This I do not think would be
a happy state of affairs and when
that clause pertaining to exemption
of nationalised companies comes up
1 shall have my say.

But apart from this consideration I
should like to point out that dispro-
portionate voting  rights, while in
certain cases have led to abuses,
have in many instances led to capital
development.

Shri C. C. Shah: May I point out 10
the hon. Member that under clause
87 there was such a power given tu
Government to exempt certain com-
panies from the operation of that
clause, but the Joint Committee
amended that power. I he will
see paragraph 42 of the Joint Com-
mittee’s report, he will find that
the joint Committee has said that there
ghould be an absolute prohibition and
that no power should be reserved to
the Government.

Shri U. M. Trivedi: 1f it was there.
it would have offended against the
Constitution. That is why it hag been
taken out.

Dr. Krishnaswami: It would not
bave offended against the Constitution
1 think the Joint Committee acted un-
wisely as they have done in several
jnstances in this Bill in having omitted
this salutary provision which was part
of the original Bill.

What 1 would like to point out is
that there are economic circumstances
which justify these disproportionate
voting rights being given. 1 think
while #a certain cases there have been
abuses in many other instances the
small nan, the man who is technically
efficient but with: relatively
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small  capital and who has
got disproportionate voting rights,
is in a better bargaining position re-
latively to others who are merely
ﬂn_mciars. What would happen ° is—
and this fact has to be taken into ac-
count—that certain companies which
have become prosperous might become
the happy hunting ground for speculs”
tors and financiers who tan in future
purchase a sizeable proportion of the
shares which will be on an equal
basis with those held by the technical
experts. In other words, it would be
easy for the monopolists to corner
shares and capture enterprises. Sup-
posing, for instance, there is an
efficient business. Let it be in any
area such as Maharashtra or Katnatak
or Tamil Nad. The man in charge or
men in charge have certain woting
rights and whether they are managing
agents or a director-controlled com-
pany,—we need not go into that as-
pect for the moment—they are able,
by a process of judicious manage-
ment, to run the company well and
the shares are quoted at a high price;
in future there will be no check
against outsiders coming in and buy-
ing shares of such companies to
obtain their control due to abolition
of disproportionate voting rights. If
we make the voting rights equal on
the principle of ‘equal stake, equal
vpting rights’. what would happen as
that there would be a cornering of
shares and some of these managements
which have built up their companies
through labour and industry would
find them slipping out of their hands.
1 do not think it is the purpose, either
of the Joint Committee or of the Fin-
ance Minister to promote such corner-
ing. In fact, the trend of discussions in
this House has been that we should,
as far as possible, prevent an increase
in monopoly, but by the abolition of
disproportionate voting rights, we are
likely to strengthen the hands of the
‘monopolists in many cases. This would
happen particularly in those areas and
in thosg newer industries where a
great deal of technical gkill and indus-
try have been spent in building them
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Only about two days ago, we discus-
sed possibilities of the Press being
controlled by those who have know-
ledge of the craft. I can well ima-
gine the constitution of companies
for starting newspapers in which
the editors and those who are crafts-
men are given disproportionate vot-
ing rights. This would by itself act
as salutary check on the financiers.
Hereafter, as a result of the aboli-
tion of disproportionate voting rights,
such companies cannot be found. So
far as Government are concerned,
the only way in which they can get
out of this awkward situation in
their dealings with foreign business-
men is to have the State sponsored
companies exampted from the provi-
sions of company law, but this
I do not think, is a salutary method,
I wish the Finance Minister would
reconsider these things and have dis-
proportionate voting rights in certain
cases.

Mr. Deputy-Speaker: What will
happen if the contrary is true?

Dr. Krishnaswami: That is why I
wm suggesting: let us have a permis-
sive clause. . Let there be discretionary
authority given to the Government. If
we accept the principle of unequal
voting rights in certain specified cases
and if the Government are given the

discretion to examine, I have no
objection,

Mr. Deputy-Speaker: It is only a
"saving clause.

Shri Bansal: My amendment is only
permissive.

Dr. Krishnaswami: Yes, the amend-
ment is only permissive. Shri Bansal's
amendment reads as follows:

“Provided that Government shall
have power to authorise the issuc
of any other kind of share capital
in special circumstances”

So, in special circumstances, Gov-
ernment can have-the power to autho-
rise the issue of such capital. The
circumstances in which they can use
their discretion can be put in the
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rulemaking powers. It would be
quite useful.

Mr. Deputy-Speaker: That is for
the future also?

Dr. Krishnaswami: Yes, also for the
future, I should wish this to be con-
sidered because it would be useful
from many points of view,

Shri C. D. Deshmukh: One diffi-
culty in dealing with this discussion
has been that in many cases hon.
Members have expressed wishes or
made suggestions which have not
taken a specific form or, if they have
taken that form, those amendments
have, for one reason or another,
either not been admitted or not been
moved. Now, at this stage, even if
one were inclined to think that
there was something in the argu-
ments, it is almost impossible to
suggest a suitable form of words....

Mr., Depaty-Speaker: Does the hon.
Minister mean that with respect to
any potice of amendments that might

Companies Bill

" have been given, Government is

willing to accept those amendments
and that there is a technical diffieul-
ty?

Shri C. D. Deshmnkh Now, that
position does not hold today, because
those amendments which were not
admitted yesterday have been admit-
ted today, but I refer particularly to
wishes or suggestions made by hon.
Members which have not taken the
form. of amendment at all. It really
seems to me to be fruMless at this
stage even to consider all those
matters.

Pandit Thakur Das Bhargava: With
due deference, 1 would very humbly
point out that this will not be the
right approach, In this House we
have been, even at the nick of the
moment, given amendments and they
have been accepted. -Even sug-
gestions from the Chair Wwithout any
specific amendment have been given
effect to. We are all here to see
that consideration is given to every-
thing.

. Deputy-Spesker: All that the
hon. Minister says is that even now
there is no amendment.
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Pandit Thakur Das Bhargava: He
ean draft an amendment ¥ he is
i

Shri C. D. Deshmukh: That is put-
ting too much of a burden on the
Minister in charge. I can say a small
word here and there, and it might
be possible, but 1 should imagine
that is an untidy procedure. I have
known many instances even in my
short parliamentary experience of
bad drafts having been accepted on
the spur of the moment and having
‘formed part of the laws passed by
us. So I think generally that unless
there is some kind of amendment ijt
i8 not easy to deal with those sug-
gestions. But so far as the particu-
lar suggestions made by the hon
Member, Pandit Thakur Das Bhar-
gava, are concerned, it is not even
in that form. I do not know how
to include that on the spur of the
moment here, in this particular sub-
clause,

Pandit Thakur Das Bhargava If the
bhon. Minister agrees, we can certain-
ly adiourn discussion on that parti-
cular issue if he is willing to consider
some amendment,

Shri C. D. Deshmukh: 1 do not
eonsider it as important as all that.
But as a matter of procedure, I think
& can be provided for by rules. I
have assured him that I shall take
unote of what he has said when the
rules are framed. It is a very simple
matter to say that certain represen-
tations have been received.

Pandit Thakur Das Bhargava: I do
not refer to my amendment alone.
Shri C. D. Deshmokh: I am speak-
ing with reference to his amendment,
Pandit Thakut Das Bhargava: If
ft is acceptable to him, he has the
means to adopt it

ShrlC.D.Mmﬂ;:Ihmmade
an exception.

Mr. Deputy-Speaker: The hon.
!inuteraaysthathewﬂlprmde!or
them in the rules
Bhﬁc.l).l)euhmnkh:lnregardto
that particular amendment, I see no
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difficulty. Even if there is a sug-
gestion and even if we cannot do
by ad-
journing, I say that there is a way
out, and one could consider it when
rules are framed, That is the gener-
al observation I would like to make

In regard to clause 84, there is
some confusion, I think with res-
pect to the tax-free dividends. The
law by itself does not permit or does
not prohibit the issue of tax-free
dividends in regard to preference
shares or any other form of shares.
It only takes note of the fact that
certain dividends. may be tax-free.
Now, whether that is tax-free or not,
the question of its being tax-free
arises because we say it is a fixed
dividend. In trying to define a
preference share, we say ‘fixed divid-
end’, Now, where a dividend is
tax-free, the gross dividend really is
not a fixed quantity and it seems to
me that for that purpose, the law has °
said that whether it is taxed or
tax-free, it is only to define or to
enlarge the nmeaning of fixed
dividend. Therefore, it is not a subs-
tantive clause.

Secondly, I think the hon. Mem-
ber Shri Sadhan Gupta—I do not
know all their constituencies, but
when I once painstakingly use the
constituencies, other hon. Members
complain that they could not identify

Shri C. C, Shah: It is not possible
here.

. Deputy-Speaker: There are as
many as 500 constituencies.

Shri C. D. Deshmukh: Shri Sadhan
Gupta has said that this was unfair
on the small shareholder, because
apparently, somehow hé thought he
had to bear the burden of the tax
which would have to be paid by the
bigger shareholder, 1 believe that
he is not familiar with the way in
which this is calculated The sum
and substance of the situation is that
the company pays at a certain rate—
four annas—and then note ks takem
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of the fact that the pre-payment has
been made. Then, when a particu-
lar shareholder's income-tax is as-
sessed, when the probable income-
tax is assessed, note is taken of the
fact that a part of it has been pre-
paid by the company. It has no
other meaning. Indeed, in some
cases, where a man is entitled to a
refund, he obtains a refund. There-
fore, there is nothing of an enormity
in this matter. In other words,
really the term “tax free” is some-
what misleading. They are tax free
in other sense under the privilege
given by our law in regard to the
new companies when we say that
wor the first five years if the dividend
does-not exceed 6 per cent. then it
will be tax-free. That is a different
kind of tax-free exemption So far
as these dividends are concerned, J
have got a long note on it, but be-
cause I think most hon, Members
have followed the point, it is mnot
necessary to enlarge it. There is
oothing in thig particular point that
need alarm hon, Member.

2 M.

I now come to clause 85. That was
in connection with the question of
giving the power to Government to
have preference shares with either
disproportionate rights or any
other rights not given here, Much
may be said on both sides; whether
it would be advantageous at all de-
pends upon what sort of situation
one conjures for oneself. If one
thinks of the good and virtuous
man who has nursed and fostered
an industry, he feels very sorry for
him; the law ought to enable him
to continue his hold on the company
for the good of the company. But
there is no guarantee that that partl
cular virtuous man will keep his hold
when he
finds that the premium on the shares
is very high, he may be inclined to
sell it to someone who he thinks ks
more capable than himself, in which
case the whole scene will change and
then we shall be faced with all kinds
of abuses which we have been try-
ing to remove, Therefore, I think
that the Jeint Committee has done
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rightly in taking away this power,
because, as 1 said, the incidence of
malpractices that has come to ow
notice has been too large for us to
connive at it and in the beginning
at any rate, it is best to be severe.
If in the light of experience, we find
that the number of virtuous men in
the business world is increasing very
fast, as I hope it would be, then
it must be possible for us....

Shri K. K, Basu: It is a possibility.

Shri C. D. Deshmukh: Yes, it is a
possibility; the whole law is based on
that optimism.

Shri K, K. Basu: The definition
has been changed.

Shri C. D. Deshmukh:. . . .it may be
possible for us to consider the matter
and to see i, with the necessary
safeguards, we could restore some
sort of a clause like the one that
has been removed So much about
clause 85 and the amendments of
Shri Krishnaswami and Shri Bansal.

Then I come to clause 87, Here-
again, it is urged that so far as the
director -managed companies are con-

Shri Tulsidas (Mehsana—West):
That is on clause 89.

Shri C. D, Deshmuokh: That also
arises out of these disproportionate
rights and I may deal with it as
well now. The idea is that director-
managed companies are somehow
different from those managed by
managing agents. It is true, as I
said the other day, that one need not
take it as axiomatic that all abuses
that have come to notice are due to
the managing agents. In other words,
one does not know what would have
happened had all these companies
been managed by  directors for a
number of years so far as one's ex-
perience goes, it is the men who are
acting on these things that matter.
That is to say, by changing the sys-
tem, you are not going to change the
men who are playing & predominant
role in the world of business. It may be
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wat the managing agent of today
may be the tycoon, the forceful
director of tomorrow. Therefore,
one is somewhat conservative in try-
ing to give to director-managed com-
panies powers which we are not pre
pared to give to managing agents.
As you know, there is a saying in

Sanskrit :

AETGRAT ACAHATE FTTA_ |
s 77 afqewa g @

“It appears in the form of a
vortex or bubble or wave, but
it is water all the time.”

I am not quite sure if in this busi-
ness world also we are not dealing
with water all the time, whether i
is a vortex, or whether # is a bubble
or whether it is a wave. Here also,
a certain amount of caution i re
quired before we relax these condi-
tions for another system of manage-
‘ment. I think the hon. Member who
has made this suggestion believes in
it, that we are putting too many
restrictions on good people, because
some bad people have mismanaged
some companies. Although I have a
great deal of sympathy for him,
nevertheless, 1 feel fearful of accept-
ing the kind of amendments that he
has proposed.

Shri A. K. Gopalan
But no active assistance.

Shri C. D. Deshmukh: Yes, there
is a great deal of sympathy but no
active assistance. i

Shri Bansal: At the moment.

Shri C. D. Deshmukh: Yes, only at
the moment. ] am always prepared
to look at these things in the light
of experience.

Shri Tulsidas: Am 1 to take it
that thereby the hon. Minister feels
that in future # would be better to
have director ged panies, i
the system of managing agency is
not encouraged?

Shri C. D. Deshmukh: As T said
the other day, it is not possible to
predict the choices of people under
the uncerteinties which hang owver
them. In five years' time, I do not

(Cannanore):
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know what the composition of the
industrial world will be. It may be
that many managing agents may
liquidate themselves; many will turn
themselves into something else. 1
am quite certain that most of the
new companies which will be start-
ed will be director-managed com-
panies. As I said the other day, 1
know of a company which was float-
ed recently very successfully and
that has got a managing Agent. They
certainly have faith in themselves

_and in the future’

Shri Tulsidas: 1 have one other
point, As you kmow, the banking and
insurance companies were formerly
under the managing agency system;
they have reverted back by force to
the non-managing agency system and
there has not been so much progress.
There is a certain amount of evidence
for this.

Shri C. D. Deshmukh: In pno other
country in the world is banking se
rigorously regulated as in this
country. In other words, there i
nothing corresponding to the Reserve
Bank of India in other countries.
The Act concerning the banking
companies was passed in. 1849 and
sinpe then for the "last six years
and even before that, banking has
been very rigorously controlled.
There again, we cannot get experien-
ce unless we exercise most of these
powers that have been vested in us
for 2 number of years. Before that
1 cannot make a statement which
would either confirm or refute the
statement that the hon. Member has
made, As regards insurance com-
panies, I am not quite sure whether
they have given a good account of
themselves; so I would not make any
statement in this regard. Even after
the law has been passed, I am not
gatisfied that the last amendment
of the law has been successful from
that point of view. We are trying to
deal with many abuses in the insur-
ance world. .....

Mr. Deputy-Speaker: There is a
Board and a Controller. But he is a
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young man and there is no such
institution like the Reserve Bank to
which .the Controller is responsible.

Shri C. D. Deshmukh: That may
be the reason. He is young in years.

Then I come to clause 88,

Shri Tulsidas: My amendment. to
clause 87 has not been replied to.

Shri C. D. Deshmukh: So far as
clause 87 is concerned, my reading
of the situation ig that the moment
you issue a share which has other
rights, which carry voting rights
which are disproportionate to rights
attaching to ordinary shares, any .
kind of voting rights or any kind of
other advantages as to dividend,
capital or otherwise, then it becomes
a preference share. In other words,
we have defined preference share in
such a way that any share of that
kind will become a preference share
as soon as it is issued, and then when
it becomes a preference share, under
clause 86 it will have only restricted
voting rights. Now, what I under-
stand the hon, Member wantg is that
it should be possible to issue shares
which are not preference shares in
the crdinary parlance and therefore
which should not be regarded as

. preference shares. They -should be
regarded as a  species of equity
shares and  therefore it should
not come within the mis-
chief of clause 8 in regard to
the limitation of voting rights. For
that matter, what was wanted was
not this amendment to clause 87
but a different definition of prefer-
ence shares. Now, that amendment
he has not given, and that illustra-
tes the difficulty to which I refer-
red in the beginning that hon. Mem-
bers sometimes have ' intentions or *
interpretations which are  not por-
trayed or reflected in the amend-
ments of which they have given
notice, and it is not possible at the
last minute to think of some suitable
form, because at least the Members
of the Jaint Committee will realise
that these clauses took us days
before we could settle on the defini-
tion of preference shares and deter-
mine on voting rights. And that is
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the reason why I am sorry I cannot
accept the amendment that is sug-
gested in regard. to clause 87,

Now I come to clause 88. In regard
to clause 88, the only point made
was that three years is too long a
period.

Mr. Deputy-Speaker: Reduced to one
year.

Shri C. D. Deshmukh: Now there
is a definite amendment, No. 453 by
Shri Gadgil. This period of three
years was put in the Bill when it
was framed originally. Already a
couple of years, I think, have passed
and the holders of these shares have
therefore, in effect, exercised the
rights which they would have exer-
cised had the law been passed then.
In other words, two years out of the
three have already passed and there-
fore they have had,the advantage of
exercising these rights, and I am
therefore inclined to accept the
amendment of Shri Gadgil that only
one more year would be sufficient.
I think it s well known that most
of these shares are really deferred
shares which have been kept by
people specifically for the purpose of
eontrol, and it is also common know-
ledge that this control has not al-
ways been exercised in a beneficent
kind of way. Therefore, I think
one year is a sufficiently long rope
for these voting rights, and that they
should go after one year from the
commencement of the Act.

11384

Shri C. C. Bhah: I may point out
that there will have to be a corres-
ponding amendment to line 8 in sub-
clause (3) in page 51.

Shri K. K, Basu: It has to be done.

Shri C, D. Deshmukh: That is
right. That will be a purely conse-
quential, almost drafting change.

Mr. Deputy-Speaker: Wherever
“three” occurs, substitute ‘‘one” in
that clause.

Shri C. D. Deshmukh: Then there
is another amendment to sub-clause
(2) of clause B3—amendment No. 394,
I accept the substance of this amend-
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ment in regard to the appointment
of directors. That is to say, you do
not allow them to exercise these
rights in regard to managing agents
and so on, but they might come by
the backdoor, so to speak by the
appointment of directors, and if one
has to be logical, then I think one
must agree that in the case of the
appointment of directors, also, they
will not exercise these disproportio-
nate voting rights. Now it is a matter
of only one year, it is not a matter
 of three wyears. but nevertheless I
think they should not. But so far as
the form of the amendment is con-
cerned, I would suggest this:

Page 50, line 43—

before the words “of a managing

agent”, insert the words “of a

director or”.

Shri K. E. Basa: Nomination o
appointment,

Shri C. D. Deshmukh: I think the
word “appointment” will cover that.

The Minister of Legal Affairs
(Shri Pataskar): “Appointment of
director” is the correct thing.

Shri C. D. Deshmukh: We have

got the green light from the Minis-
ter.

Shri K. K, Basu: He is more con-
cerned with affairs,

Shri Pataskar: It is all legal.

Shri C. D. Deshmukh: Again:

Page 50, line 45 — .

before the words “its managing

agent” insert the words *a

managing or whole-time director

thereof or”.

It effects the same change. If the
House will be pleased to accept this

amendment in this amended form, I

accept it.
Then we come to this important
1ssue of what one should do in

regard to existing preference shares
apart from thiz guestion of. dispro-
portionate voting right. I should

like to give a little more factual in-

formation here.
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There are preference shares which
seem to partake of the character of
both equity shares gnd preference
shares as we know them to mean in
common parlance. Here is one
company. The first preference shares
are entitled to a cumulative pre-
ference diidend at the rate of 4}
per cent. per annum- free of tax. The
B shares are entitled to 4} per cent
per annum free of tax after pay-

ment of the dividend to first pre-
ference shares. The participating
preference shares are entitled to a

fixed cumulative dividend at the
rate of 5 per cent. per annum free
of tax after payment of the above
dividends, and to a further share of
profit equal to 50 per cent. of the
profit remaining and available for
dividend, after payment of dividends
to preference shares ag indicated.
above, the ordinary shares being en-
titled to a share of the profit equal
to the balance of the 50 -per cent.
That is one case.

Then, in another case the pre-
ference shares are also entitled to
participate with ordmary and defer-
red shares in dividend up to 10
per cent. when declared in any year
but shall not have any right to
further profits.

Then, in the third case, the pre-
ferred ordinary shares shall carry
the right to receive out of the profits
available for dividend in each year
a fixed preferential dividend for such
vear at the rate of 5 per cent. per
annum and also the right to parti-
cipate in the surplus profits awvaila-
ble for dividend in such year rate-
ably with the ordinary shares in pro-
capital paid-up on
such shares whether preferred ordi-
nary or ordinary. There are many
cases, and I have called about four
here. The last one is the case of
preference shares which are entitled te
a fixed cumulative tax-free dividend
at 6 per cent, per anmum, and also tc
a right to an extra non-cumulative
dividend of 2 per cent. per annum
on such paid-up capital out of the
surplus profits, after paying dividend
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at 7 per cent. on the ordinary shares.
Bo, one does not know which is the
preference share, and which is the
ordinary equity share, There is one
more example. And that is that pre-
terence shares are entitled to a fixed
camulative preferential dividend of 5
per cent. per anrum, and after the
ordinary shares have been provided
with a similar dividend, to participate
in a further dividend of one per cent.
per annum rateably witn  ordinary
shares up to a maximum of 10 per
cent,

So, we do not really know what is
the distribution of these kinds of
shares, preference and equity as
we understood in the old days, or
preference and ‘equity as they would
be defined now. And it may be
that in some companies the import-
ant shares are really the preference
shares. Therefore, to say now that
the company, so far as the old com-
panies are concerned is owned by the
equity shareholders and not by the
preference shareholders may not be
correct. In the second place, as I said,
one does not know who is who, who
is a preference shareholder and who
15 an equity shareholder. That is the
principal reasom why ‘we ‘thought that
we should not grove in this dark in
regard to these 30,000 campanies, until
we have a very clear statistical pic-
ture, and even then until we can ana-
lyse the implications of it, we should
nat be justified in interfering with
existing rights of voting except dispro-
portionate voting rights which, we dre
convinced, are an abuse. Now, there-
fore what is the criterion? The criterion
is: After accepting the principle, has
one come across cases where abuse
is rampant? We know that so far as
disproportioniate shares are concern-
ed, abuse was rampant, and there-
tore we said, no matter what the rights
of parties might have been in
the past, we should not have dis-
propgrtionate shares. And indeed the
Joint Committee went 3o far as to
say, we shall not give power even to
the Central Government to make any
exemption in regard to this particular
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matter, because we feel very strongly.
Now, I have respect for that point of
view, and I have accepted it.

So far as the other rights are con-
cerned, I do not clearly see the justi-
fication for taking away their right to
speak -on other matlers if they have
equal ‘rights, and not only when their
dividends and other things are in jeo-
pardy. In the light of that, what Shri
Morarka said in his very able exposi-
tion of the case is really beside the
point. He has quoted Palmer, Gower,
Levy and Ballantine. All these worthy
gentlemen only prove the principle
which we have accepted, that in the
case of preference shares generally one
would find that they are fixed credi-
tors, so to speak. After 50 years of
conflicting rules in courts, one seemed
to have come to the conclusion that
they are fixed creditors, and there-
fore. thev should not have votes ex-
cept  whan their particular interests
are in jcopardy. Then, those condi-
tions are prescribed in clause 87 or
whatever it is. But that principle we
have also accepted. We say that so
far as preference shares in future are
concerned, that shall be the case.
Now, it does not involve any injustice
to anybody, because people will be
putting their money into these ven-
tures with their eyes open. But that
is no reason why we should interfere
with the somewhat inquiet state of
rights existing as between preference
shareholders and equity shareholders.
There is one very important difference
between the state of affairs there in
the countries to which these rulings
relate, and our country. Palmer,
Gower, Levy and Ballantine are
speaking of a state of affairs where
the law has not interfered in the
matter. What they are tracing is the
historical growth of the incidence of
voting rights as between preference.
shares and equity shares, What they
say in effect is that in the past, origi-
nally, it was customary to give voting
rights in the same way to the pre-
ference shareholders. as 1o equity share-
holders. Then, as traditions developed,
and rm:lings came from the courts, it
was realised that they were really
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more in the nature of fixed creditors,
and therefore, they should not have
those voting righw, because a greater
legree of freedom should be left to
the equity shareholders, who so to
speak had to pay the hazards of the
situation to make decisions. As I said,
that is a historical growth, but one
must remember that in these countries,
all these matters are ordered by the
provisions of the articles. [In other
words, if the articles say that the vot-
ing will be this way, then it will be
this way. Therefore, you will find in
an article belonging to 1910, there is
one kind oi arrangement; in another
article belonging to the year 1950, there
will be another arrangement, But
the law has not said that the arrange-
ment which existed according to the
articles in 1910 shall be changed so
as to bring it Mto line with those ir
1950: whereas, what is suggested here,
when we make a new law and when
we accept that principle which shall
affect all the existing powers of the
preference shareholders, is that that
seems without sufficient justification.
Therefore, I am unable to accept either
Shri Morarka's or any other argu-
ments or amendments im this parti-
cular sense. And I think that the
scheme which has been adopted by

the Joint Committee is the most equi- .

table in the circumstances. That is
as regards clause 89. |

Then, there was a small point about
the definition of ‘cumulative’ and so
on. Ag I said while moving my amend-
ments, we cannot really find a very
satisfactory definition, Our legal ad-
visers say that all these definitions
are not really satisfactory; and per-
haps they are unnecessary, and 1
fear that we shall have to leave the
thing as it is. I enquired whether a
definition of ‘cumulative preference
thares’ had been attempted in any
other law, either USA or UK and so
on. [ have not verifled it, but I have
been told that no such definition oc-
curs. M so, I think, like the ‘camel’
we better leave the ‘cumulative prefe-
rence shares’ undefined. When we
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see the ‘animal, we can at once recog-
nise it, but is very difficult o put a
definition of a camel into a statute.

I come next to clause 92, There is
the question of whether ‘may’ should
be ‘shall' and so on. But that is not
the only issue. 1 thought at first that
the issue raised was purely a matter
of drafting as to whether ‘may’ shall
be construed as ‘shall’. But what
Shr# Sadhan Gupta wants is that the
whole of the phrase ‘if so authorised
by 'its articles’ shall be omitted. In
other words, he thinks that the moment
a man pays more, then he should be
entitled to a larger dividend. And
there is history to this matter, In the
old days, on every share the same di-
vidend was paid, no * matter what a
man paid; in other words, it was in
the opposite sense of what has been
advocated by Shri Sadhan Gupta. For
a long time, that was regarded as the
natural thing to do. Then, the Eng-
lish law came to adopt this arrange-
ment, which we  have taken from
them, namely that only if so authoris-
ed by the articles they should be
paid., otherwise they need not be
paid. That is section 50 (3) of the
English Act.» And there #s a possibility
that this thing. might be misused.
People might deliberately put some
more money in, and ask the founders
and others to provide for it in the
articles, and then they might get
some kind of advantage, After all,
ag Shri C. C. Shah has pointed out, if
t!}e companies did not really ask for
the extra amount, then, only if there
is a previous agreement they need be
paid; otherwise, if it is made available
by the shareholders of their own e
cord, that is no reason by itself
why they should get additional divid-
end. I think it would be best to leave
the matter as it is. Therefore, I am
unable to accept amendment No, 448.

Shri K. K. Basu: That has not been
moved, because you did not waive
notice. .

Shri C. D. Deshmukh: Yes,
objection, ‘I take a note of it.

I took
1 forgot



11391 Companies Bill
that it has not been accepted even in
today's paper.

Shri K. K. Basu: It is not in the list
of amendments moved.

Shri T. B, Vittal Rao: It is already
2-30 p.M,

Shri C. D. Deshmukh: So, one need
not take notice of what he has said,

Mr. Deputy-Speaker: How long is
the hon. Minister likely to take?

Shri C. D. Deshmukh: I have dealt
with most of the points except clause
110. In regard to clause 110 I think
1 have already dealt with the points
raised by Shri U. M. Trived¥ and my
point of view has been supported by
some Members including Shri K, K.
Basu. I do not really think that the
arrangement suggested by Shri Jhun-
jhunwala will serve any purpose, It is
obvious that he feels very strongly
about it and if his amendment is not
accepted then one would be inclined
to say: “Oh! the pity of it.” But, 1
have a good reason why I am not able
to accept it and that is that a period
of two months is required for the
company to make up its mind and some
period will be required for Govern-
ment to make up its mind. Since these
two parties will be involved in this
decision even under his scheme the
company is bound to take a little time
before it decides whether it will in
accordance with his policy accept the
transfer or not. When it goes to Gov-
ernment, then Government also will
take a little time. Therefore, I do
not think it # going to save time amd
it might only introduce this compli-
cation that Government would have
to act er-parte, in the first instance;
because, when a company goes to It
and says: ‘“We feel, in this case the
transfer should be refused” it wil
always have the good reason that it
is a bad man and that is all the evi-
dence that the Government will have
before it. Therefore, it seems to me
that nothing is te be gained by accept-
ing his amendment and we shall try
and secure, the point by having pro-
per rulées and perfecting the proce-
261 L.S.D.
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dure in thi#s matter, that we give as
quick a decision as possible, leaving
only the question of mala fides which
would be a very rare case {0 be de-
cided by the courts.

Sir, I think I have covered most of
the important points. There is only
one small amendment of Shri Tulsi-
das which [ am inclined to accept
and that is amendment number 188 to
clause 139. I think it is right that
when the registrar acts under 138 in.
stead of clause 137 the company would
nat kuow anything about it be-
cause no intimation has been received.
R is only in clause 137 that the com-
pany will say that satisfaction has
been given; but where a memorandum
of satisfaction has been recorded un-
der clause 138 the company may be
in entire ignorance of it. Therefore,
there is no question of “if so requir-
ed” and I think he is right in saying
that these words should not be there
and it should be an absolute duty
cast on the registrar to give a copy.
Therefore, I have great pleasure In
accepting his amendment number 188.

I have dealt with most of the points.

Mr. Deputy-Speaker: Now, I wil
put the clauses and the amendments
to the vote of the House. There are
no amendments to clauses 81 ,82 and
83.

The question is:

“That clauses 81 to 83 stand
part of the Bill"”

The motion was adopted.

Clauses 81 to 83 were added to the
Bill.

Mr. Deputy-Speaker: The guestion

is

Page 48, sub-clause (1) line 34
and lines 29 and 30—

in paragraph (b) after the

words “winding up”, in both the
places where they occur insert the
words “or repayment of capital”.

The motion was adopted.
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Mr. Depuly-Speaker: The question
s:
“That clause B84, as amended,
stand part of the BilL”
The motion was adopted.

Clause 84 as amended, was added
to the Bill.

Mr. Deputy-Speaker: The question
is:

“That clause 85, stand part
of the Bill.”
ne ey was 3 bord

* ‘Clause 85, was added to the Bill.

WMr. Deputy-Speaker: The gquestion
is:
Page 49—

In lines 13 and 14, for the words
“Sections 87 and 88" substitute the
words “Section 88",

The motion was

adopted.
kMt. Deputy-Speaker: The questijon

Page 49, line 28—

In the Explanation to sub-clause
(2) (a), bejore the work “reduction”
insert the words “repayment or”

The motion was adopted.

Mr. Deputy-Speaker: The question
is:
Sage 49-50—

for the existing Explanation 1 +to
sub-clause 2 (b), substitute the fol-
lowing:

“Explanation.—For the purposes
of this ciause, dividend shall be
decmed to be due on preference
shares in respect of any perjod
whether a dividend has been de-.
clared by the company on such
shares for such period or not—

(a) on the last day specified
for the payment of such dividend
tor such perfod, in 'the articles or
other instrument executed by the
company In that behalf: or
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(b) in case no day Is so specifi-
ed, on the day immediately fol-
lowing such period.”

The motion was

adopted.

Mr. Deputy-Speaker: The questiom
is.

Page 50, lines 4 to 11—

Omit Explanation II te clause 84
(2) (b).

The motion was adopted.

Mr. Deputy-Speaker: The Member
concerned has not stood up. So, the
other amendment I take it, is not pres-
sed. :

The question is:

“That clause 86, as
stand part of the Bill.”

amended,

The motion was adopted.

Clause 86, qs amended,* wvas added
to the Bill.

Mr. Deputy-Speaker: The gquestioa
is:

Page 50, lines 22 and 23—

Omit “or rights in the company
as to dividend, capital or otherwise”,

The motion was negatived.

Mr. Deputy-Speaker: The question
is:

“That clause 87 stand part of
the Bill.”

The motion was

adopted.
Clause 87 was added to the Bill.

Mr, Deputy-Speaker: There 18
amendment No. 394 to clause 88.

Shri C. C. Shah: Instead of amend-
ment No 394 the hon. Minister hab
moved another amendment.

Mr. Deputy-Speaker: It stands in
the name of Shri K. P. Tripathl

Shri C. D. Deshmukh; It was movw-
ed by Shri K. P. Tripathi. I am pre
pared to accept it if it is redrafted im
the way it has been given by me.

*In par. (c) of sub c'ause (2) of clause 86, ine 15, Tie figurcs and word <87 ani® wer:
omitced as pat.nt _rror ungd r th: direction of the Speuk T
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Mr. Deputy-Speaker: Why should
he not move it? Shri N. :"NN“:'*": 1 press my
. Shri K. P. Tripathi: 1 accept the - chdment No. 175.
alteration. Mr. Deputy-Speaker: What about
i 7
Mr. Deputy-Speaker: Who & to  'P¢ Pon- Minister?

move and who is to accept? Very
well. I will put the amended amend-
ment as moved by Shri K. P, Tripathi
and accepted by the Government.
The question is:
Page 50—
before the words “of a managing
agent” insert the words * of a direc-
dor or"
(ii) line 45—
before the words “its managing
agent” insert the words “a managing
or whole-time director thereof or".
The motion was adopted.
Mr, Depaty-Speaker: Then there is
amendment No. 453 in the name of
Shri Gadgil,

Dr, Krishnaswami: He is not here.

Mr. Deputy-Speaker: May not be
here; but the amendment is before the
House. The Hquse cannot make a
man a woman and a woman a man;
but these mafters of procedure can
always be waived. He need not be

here, .
The question is:
Page 50, line 32—
for “three years” substitute
“one year”.
The motion was adopted.
Mr, Deputy-Speaker: ' Amendment

No. 453 is carried and a consequen-
tial amendment is carried in similar
terms to sub-clause (3). '
There are no more amendments to
clause 88.
The question i
“That clause 88, as
stand part of the Bill"
Thg motion was adopted.
Clause 88, as amended, was added
to the Bill,

amended,

Shri C. D. Deshmukh: I am not ac-
cepting it,

Shri Tulsidas: I press amendment
No. 176,

Mr. Deputy-Speaker: The question
is:

Page 51—

omit lines 27 to 30.

The motion was negatived.
hﬂl'- Depaty-Speaker: The question
Page 51—

(i) line 32, after “company” add
“or”; and
(ii) after line 32, add:

“(c) apply to a public ormpany
or a subsidiary of a public com-
pany, which is not managed by a
managing agent or secretaries and
treasurers”.

The motion was negatived.

Mr. Deputy-Speaker: The other
amendment, I take it, is not passed.

The question is:

“That clause 89 stand part of
the Bill " .

~ The motion was adopted.
Clause 89 was added to the Bill.

Mr. 'Deputy-Speaker: There are no
amendments to clauses 90, 91 and 92.

The question is-

“That clauses 90 to 92 stand
part of the Bill"

The motion was adopted.

Clauses 90 to 92 were added to
the Bi!l.'
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An Hon. Member: We have got Pri-
vate Members' Business,

Mr. Deputy-Speaker: I will allow
some more time after five o'clock,

Shri U. M, Trivedl: | press amend-
ments Nos. 115 and 1186.

Mr. Deputy-Speaker: The question
is:

Page 52, line.32—

« add at the end “except the exer-
cise of the power under clause (e) of
sub-section (1)".

The motion was negatived.

Mr. Deputy-Speaker: The question
is:

Page 52—
omit lines 33 to 35,
The motion was negatived.

Mr. Deputy-Speaker: The gquestion
is:

“That clause 93 stand part of
the B#l”.
The motion was adopted,
Clause 93 was added to the Bill

Mr. Deputy-Speaker: There are no
amendments to clauses 94 to 109,

The question is:

“That clauses 94 to 109 stand
part of the Bill.”

TRe motion was adopted,

Clauses 94 to 109 were added to
the Bill

l{r.DmtySpnkar:Iwﬂ.lputthe
Government amendments to the wvote
of the House first.

The ql::estion is:
Page 59, sub-clause (1)—

in line 39, for “sections 107 and
109" substitute “sections 107, 108
and 108",
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is
Page 59, sub-clause (1)—
in line 40, after the words
“refuse to register the transfer of
insert the words “or the transmis-
sion by operation of law of the
right to,”
The motion was adopted,
Mr. Deputy-Speaker: The question
is: .
Page 59, sub-clause (2)—
in line 44, after the words “any
such transfer,” insert ‘“or trans-
mission of right”.
The motion was adopted,
Mr. Depyty-Speaker: The question
is:
Page 59, sub-clause (2)—
in line 45, after the words “the
instrument of transfer”, insert the
words “or the intimation of such
transmission, as the case may be,”.
The motion was adopted,
Mr. Deputy-Speaker: The question:
is: .
Page 59, sub-clause (2)—
in line 47, after the word “trans-
ferer” insert the words “or to the
person giving intimation of such
transmission, as the case may be”,
The motion was adopted.
Mr. Deputy-Speaker: The question.

Page 60, sub-clause (3)—

in line 5, ajfter the word “trans-
free” insert the words “or the per-
son who gave intimation of the
transmission by operation of law,
as the case may be,”.
The motion was adopted,

Mr. Deputy-Speaker: The question
:ls.

Page 80, sub-clause (3)—

in lines 8 and 10, after the word
“transfer” insert the words® “or
transmission”.
The motion was adopted.
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Mr. Deputy-Speaker: The question
is:
Page 60, sub-clause (4)—
in the 12, omit the words “by
the transferer or transferee”.

The motion was adopted.
Mr. Deputy-Speaker: The question
is:
Page 60, sub-clause (4)—
1n line 15, after the word “trans-

ter” omit the comma and insert
the words “"or transmission.”.

The motion was negatived.
Mr. Deputy-Speaker: The question *
is:
Page 60, sub-clause (5)—
in line 21, after the words “to
the company,’ insert “and also
to"”.
The motion was adopted.
Mr. Deputy-Speaker: The question
Is:
Page 60, sub-clause (5)—
in lines 21 and 22, after the
words "“transferer and the traps-
feree”, insert the words “or, as the’
case may require, to the person
giving intimation of the transmis-
sion by operation of law and the
previous owner, if any,”.

The motion was adopted.

Mr. Deputy-Speaker: The question
1s:

' Page 60, sub-clause (5)— '

in line - 24, after the word
transfer” insert the wards “or
transmission.”

The motion was adopted.

Mr. Deputy-Speaker: The question
is:
Page 60, new sub-clause (8)—

after sub-clause (7), add the follow-
ing sub-clause:
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“(3) In the case of a private
company which is not a subsidiary
of a public company,~where the
right to any shares or interest of
a member in, or debentures of, the
company, 1s transmitted by a sale
thereof held by a Couri or other
public authority, the provisions of
sub-sections (3) to (7) shall apply
as if the company were a public
company; provided that the Cen-
tral Government may, in lieu of an
order under sub-section (3), pass an
order directing the company to
register the transmission of the
right unless any membper Or Inem-
bers of the company specified in
the order acgquire the right afore-
said within such time as may be
allowed for the purpose by the
nrder, on payment to the purchaser
of the price paid by him therefor
or such other sum as the Central
Government may determine to be
a reasonable compensation for the
right in all the circumstances oI
the case™.

The motion was adopted.

Shri U. M. Trivedi:
amendment No. 117.

Shri Tulsidas: I press. amendments
Nos. 180, 181, 182 and 184.

Mr. Deputy-Speaker: The question

I press my

is
Page 59, line 47—
add at the end “and giving itf
reasons therefor”
The motion was negatived.
Mr. Deputy-Speaker: The question
is:
Page 60, line 7—
for “the Central Government
substitute “the High Court”.
The motion was negativeds
Mr. Deputy-Speaker: The question
is:
Page 60, lines 12 and 13—
for ‘the Central Government”

subsstitute “the High Court”.
Tne monon was negatived.
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Mr. Deputy-Speaker: The question
is:

Page 60, line 20—
for “the Central Government”
substiute “the High Court”,

The moti was tived

Mr. Deputy-Speaker: The question
Is:

Page 60, line 27—

for “the Central Government”
‘substitute “the High Court”,
The motion was negatived.

Mr. Depnty-Speaker: The other
amendments, I take it, are not pressed.
The question is:

“That clause 110, as amended,
stand part of the Bill”.

The motion was adopted.

Clause 110, as amended, twas
added to the Bill.

Mr. Deputy-Speaker: There is an
mendement to clause 112. Rut mo
one has stood up; it is not pressed. I
shall put clauses 111 to 138.

. The question is:
“That clauses 111 to 138 stand
part of the Bill”
The motion was adopted,

Clauses 111 to 138 were added to

the Bill.

Mr. Deputy-Speaker: Now, we come
to clause 139.

Shri Tulsidas; My amendment No.
188 is there.

Shri M. C. Shah: It has' been
accepted.
Mr. Deputy-Speaker; The questiom
is:
Page 71, line 30—
omit “if so requtred’f.
adopted.
Mr. Deputy-Speaker: The question

"The motion was

is
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“That clause 139, as amendeq,
stand part of the Bill.”

The motion was adopted,

Clause 139, as amended, was"
added to the Bill,

. Mr. Deputy-Speaker: The questiorr
is:

“That clauses 140 to 143 stand
part of the Bill"
The motion wes adopted.
Clauses 140 tp 143 were added to
" the Bill.

Mr. Deputy-Speaker: The question
=:

Page 73, after line 18—

insert the following paragraph
as a sub-paragraph of this clause

“Nothing contained in this see- .
tion shall be deemed to affect the
relalive .priorities as they existed
immediately before the com-
mencement of this Act, as between
charges on the same property”.

The motion was adopted.
Mr. Deputy-Speaker: The question
is:

“That clause 144, as amended,
stand part of the Bill.”

The motion was adopted.

Clause 144, as amended, was add-
1 ed to the Bill.

COMMITTEE ON PRIVATE MEM-
BERS' BILLS AND RESOLUTIONS
THIRTY-FIFTH REPORT

Mr. Deputy-Speaker: We shall now
take up Private Members' business.

Shri Altekar (North Satara): I beg
to move:

“That this House agrees with
the Thirty-ifth Report of the
Committee on Private Members’
Bills and Resolutions presented to

the House on the 24th August,
1955."





