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Shri Nath Pal (Rajapur): There 
cannot be two opinions that every 
step should be taken by Government 
to fulfil the Plan targets. What we 
are afraid of is that-as he has indi-
cated-there ;s a gradual moiification 
of the Industrial Policy in a sense. 
When such a thing is happening and 
the Government· thinks it necessary 
that it should happen, at least the 
House should be informed that this is 
what is happening or what is being 
done. He used the phraseology, 
'contiguous areas could be exploited 
by the existing mine owners in the 
private sector'. 

Mr. Speaker: I will allow a discus-
sion on this. Of course, hon. Mem-
bers know that they must apply. 

Shri T. B. Vlttal Rao (Khammam): 
Yes. 

1%'18 hrs. 

COMPANIES (AMENDMENT) BILL 
--Cantd. 

Mr. Speaker: The House will now 
take up further consideration of the 
follOwing motion moved by Shri 
Nityanand Kanungo on the 15th 
November, 1960, namely: 

"That the Bill further to amend. 
the Companies Act, 1956, as 
reported by the Joint Committee, 
be taken into consideration." 

Shri N aushir Bharucha was in pos-
session of the House. 

I may inform the House that the 
hon. Deputy-Speaker told me that 
yesterday, at about 2' 50 p.m. or so, 
it appeared as if the debate would 
collapse. Even the Minister was here; 
no hon. Member was willing to 
speak. Now, I find that as many as 
12 or 13 han. Members want to 
speak. Probably some more also. 
Every hon. Member wants to choose 
his own time and makes it impossi-
ble for the Speaker to adjust. I can-
not adjust unless I prepare my own 

list, and unless the hon. Members who 
want to speak are here from time of 
the start of the debate right up to 
the end. I will note down their 
names. They cannot force their own 
time and convenience upon me. 

Sometimes some hon. Members 
write to me, '1 am anxious to go by 
this train; 1 have got an appointment: 
I want to attend a cinema'-some 
thing like that. Though it is not a 
cmema, it is something like that. They 
say, '1 want to attend a marriage 
party; I have to go; I have fixed up 
a meeting I want to address'. All 
these are very embarrassing. All 
that I can say is that 1 am trying to 
give as much latitude to the hon. 
Members as possible, not preventing 
any hon. Member from expressing his 
views. 

Today it is impossible for me physi-
cally to apportion the time amongst 
the 13 or 14 Members, every one of 
whom will, I am sure, be contributing 
something to the debate. 

Shri Naushir Bharucha will con-
clude in 3 minutes; he has already 
taken 27 minutes. 

Shri Naushir Bhameha (East Khan-
desh) : I will conclude in 5 or 7 
minutes. 

Dr. Samantslnhar (Bhubaneshwar): 
Mr. Speaker, Sir, has any Member 
actually said that he wants to go to the 
cinema and, therefore, time should be 
adjusted accordingly? 

Mr. Speaker: No; something like 
that. 

Shri S. M. Banerjee (Kanpur): The 
newspapers such as Statesman should 
not write editorials on us; they have 
already written several editorials. 

Mr. Speaker: A man must be devoid 
of all sense of humour if he takes up 
every small matter that appears here 
and then writes editorials upon it. 
Of course, they may be lighter matters 
but they may be important from their 
point of view. It is not important 
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[Mr. Speaker] 
from our point of view. That is all. 
It is not exactly the cinema but some-
thing akin to that. If any newspaper 
takes it up and writes editorials you 
ignore them. 

Shri Braj ltaJ Singh (Firozabad): 
We should not be too sensitive. 

Shrl Naushir Bharucha: Yesterday, 
as the How;e rose, I was speaking on 
clause 154 dealing with the jurisdic-
tion of the Advisory Commission. The~ 
Joint Committee struck a happy via 
media in laying down that if the com-
plaints are of a character which are, 
frivolous they would first be examined 
by the Government and nt)t placed 
befor .. them. It has also been provid- I 
ed in the report that the Government 
may pass an interim order but tcfore 
passing the final order they would con-
sult the Advisory Commission. J 
would suggest that, perhaps by way of 
administrative practice, it may be laid 
dt)Wn that even where the complaint 
nas been treated as frivolous by the 
Government, if any member of the 
commission caUs for that complaint, 
such a complaint should be submitted 
to that body for its reference. 

Since you have restricted my time, I 
shall conclude by making a reference 
to company contribution to political 
parties. Much has been said here 
about this and may I remind the hon. 
Members of what the hon. Judges said 
when the Tata Iron and Steel Com-
pany Ltd. applied to the court for an 
amendment of the memorandum of 
association: 

"Democracy in this country is 
nascent and it is necessary that 
democracy should be looked after, 
attended and nurtured so that it 
should rise to its full and proper 
stature. Therefore, any proposal 
or suggestion which is likely to 
strangle democracy, almost in its 
cradle must be looked at not only 
with a considerable hesitation, but 
a great deal of mspicion .... The 
discussion and debate must be con-
ducted honestly and objectively 

and the decisions must be arrived 
at on merits- without being 
infiuenced or actuated by extra-
neous circumstances." 

He goes on: 

"The least that Parliament can 
do is at least to require the sanc-
tion of the Court 'before any large 
amount is paid by the companies 
to the fund of political parties. But 
it is not for us to legislate nor is it 
for us to lay down policy. 

"But having had this case before 
us and our attention having been 
drawn to the possibilities of the 
evils attendant on the powers 
exercised by the companies, we 
thought it our duty to draw the 
attention of the Parliament to the 
necessity of remedial measures 
being immediately undertaken to 
curb and control this evil." 

Without abandoning our objection to 
the fundamental aspect of it namely, 
that company contributions should not 
be made to political parties, We feel 
that the least that the Government can 
do is to incorporate in the Companies 
Act an obligation on the companies to 
publish at least in two local news-
papers the fact of any company having 
made such a contribution, apart from 
its appearing in the balance-sheet. If 
necessary, : would suggest the further 
safeguard that the sanction of the 
court should be taken before a com-
pany makes a political contribution. 
Government must not collect any 
amounts from the companies; like 
Caesar's wife, it must be above sus-
picion. If Government pockets corpo-
rate finance today, I have no doubt 
that corporate will finance pocket the 
Government tomorrow. 

By and large the Joint Committee 
has done well in removing the nume-
rous malpractices that were found and 
to which attention had been drawn by 
several hon. Members in this Housp.. 
It is not possible to satisfy either the 
private sector completely or th~ 

parties on this or that side of the 
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House. With a little bit of experience 
of the working of the Act and a little 
bit of tact on the part of the company 
administration, the Act can be made 
to work well in the interest of corpo-
rate undertakings. 

Shri Morarka (Jhunjhunu): Sir, this 
Bill is of great importance as it seeks 
to control the working ef more than 
30,000 companies in the private sec-
tor, with more than a thousand crores 
of rupees and with billions of share-
holders. I was a little surprised yes-
terday that there was very little 
interest shown in this Bill. Even those 
hon. Members who took part in the 
debate concentrated more on a com-
paratively less important clause. 

Shri Prabhat Kar (Hooghly): You 
yourself were absent? 

Shri Morarka: was present 
throughout. You could not notice me 
because you were not here. 

Shri Prabhat Kar: I was here. 

Mr. Speaker: Both were present; 
one need not see the other. 

Shri Morarka: This company form 
of organisation has stood the test of 
time and is even now considered to be 
the beSt fonn of business management. 
It has not only been accepted by the 
capitalist countries; but even socialist 
countries have adopted this form of 
organisatiOn as the most convenient 
method of managing their public 
undertakings. It is, therefore, natural 
that the public should be concerned 
more and more with the instrument 
that regulates and controls the 
management and functioning of these 
corporations. We should not forget 
that after all the very joint stock form 
of organisation is essentially based on 
democratic principles-that is, the 
rule of the majority. There should, of 
course, be enough representation for 
the minority and its rights should be 
protected. But there is no gainsaying 
the fact that the right of decision in 

this form of organisation essentially 
belongs to the majority. 

It is the policy of our Government 
that every form of CQ-Opw-ative orga-
nisation must be given the fullest 
encouragement. I would beg of the 
House to consider the difference bet-
ween co-operative form of organisa-
tion-that is the coeperative society-
and the joU:t stock company. To my 
mind, there are two main and funda-
mental differences. One is that in a 
co-operative society, every member has 
one vote irrespective of the number 
of shares that he may hold. In a joint 
stock company, a person has the right 
to as many votes as the shares he 
holds. So one can say that a co-opera-
tive form of organisation is more 
democratic than the company form of 
management. But, Sir, in this case, 
we should not forget that under many 
statutes such as the Banking Com-
panies Act and Insurance Companies 
Act, and also even under the Com-
panies Act, the Government has taken 
powers not only to regulate the voting 
rights but even to deprive the share-
holders completely of the voting 
rights under certain circumstances. ,f 
the Government feels that the manage-
ment of a company is changing hands 
and that such a change is not in the 
interest of the public or of the share-
holders of that company, the Govern-
ment can put a check, an embargo for 
a certain number of years on the 
shares and the Government can regu-
late the voting to be exercised in a 
particular way. The Government can 
even completely prohihit the holders 
of those shares from exercising any 
vote wha tsoever. 

A second difference betwee.ll a co-
operative society and a joint stock 
company, to my mind. is that co-ope-
rative societies cannot declare more 
than 6 per cent. dividend in any year 
whereas there is no such limitatiOn on 
a joint stock company. This leads 
people to helieve that joint stock com-
panies are essentially promoted only 
for profits whereas co-operative socie-
ties have within them an element of 
service-service to themselves. 
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[Shri Morarkal 
Here again, in the case of many joint 

stock companies who do not declare a 
dividend of more than 6 per cellt. they 
are not only compelled bv law to dec-
lare by way of dividend the entire 
hundred per cent. of their profits but 
if :hey do not declare so in law, they 
are deemed to have declared dividend 
on that basis and the shareholders of 
those companies are made to pay tax 
on th~ dividend which the company is 
deerr.ed to have declared. Sir. m,' 
point is very short, that while in' .. 
co-operative society you build reserves 
and .he reserves would still belong to 
the shareholders of the co-operative 
society, in a joint stock company if you 
do such a thing the law would compel 
you to cfist.ibute those profits and on 
those profits tax would be collected. 
Therefore, my submission is, when It 
is the Government's policy to en-
courage co-operative societies I do not 
see any reason whatsoever why there 
should be any apprehension in any 
quarter that the Government ~ not 
want to encourage equally the forma-
tion of joint stock companies. 

Now, as regards the principle of 
democracy and autonomy about which 
the hon. Member, Shri Masani, spoke 
yesterday, I agree that up to a certlUn 
limit there should be full autonomy. 
The right of management of a com-
pany, i.e., management of its affairs 
a.nd the management of its business 
etc. must belong to the majority group. 
Even now it is so. Even now after 
all these restric~ions the essential 
principles of that democratic form are 
preserved. But Government's inter-
vention becomes necessary for two 
reasons: firstly, to safeguard the rights 
or such rights as the minority has, and. 
secondly, to safeguard the revenues of 
the State. Sir, in no country in the 
world wherever there is a joint stock 
enterPrise, the joint stock enterprise is 
left free or uncontrolled by Govern-
ment. It is only a question of degree. 
In some countries, the control is more, 
more detailed, and in other countries 
it is less. That degree· of control 
depends essentially on the conditions 
obtaining in a particular country, the 

experience that the Government there 
has gained, etc. If the Government's 
experience dictates that a more detail-
ed control is necessary, then, accord-
ing to me, that Government is fully 
justified in asking for those powers. 

~ow, it is true that when you legis-
late for the joint stock compallles m 
this country you cannot forget that 
there are other statutes to take care of 
certain other maladies. For example, 
you have got the Contract Act. If 
there is any breach of contract bet-
ween one company and another, or 
between one individual and another, 
there is the Contract Act and there are 
the courts to take care of them. If, on 
the other hand, there is fraud, misap-
propriation or any such thing, then we 
have the Penal Code. We cannot under 
any circumstances take care of all the 
contingencies and provide everything 
in the Company Law. We have always 
to bear in mind that in this country, 
there are other statutes, there are other 
laws and any aggrieVed citizen can go 
before a court and ask for equity. 

As I argued previously on the floor 
of this House, and I repeat the same 
today, the main duty of the Govern-
ment is to protect the rights of the 
minority. But, Sir, with that, the 
Government has also a duty to protect 
the contractual rights of the manage-
ment. The Government cannot do one 
and ignore the other. Just as the 
Government has to protect the rights 
of minority shareholders from the 
oppressions of the majority manage-
ment, similarly, the Government has to 
protect the management from the 
attacks of the "proxy pirates" or from, 
a class which is fast coming up in this 
country, the class of blackmailers. As 
GUr joint-stock enterprise grows and 
as the national economy develops, we 
are bound to have more and more such 
companies, more and more capital of 
this corporate nature. The conco-
mitant result is that some professional 
shareholders who do not have any 
interest of the company Or of the 
brother shareholders at heart simply 
make a nuisance value of themselves 
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and. in order to extract some money 
from the management they organise 
themselves, collect the proxies and 
hold the management at ransom. This 
is what I call the "proxy pirates". In 
America, this malady is very wide-
spread. Fortunately, in this country, 
we have not got many such instances 
and we do not have many such per-
sons belonging to that class. Bu~ we 
are fast developing and it is just as 
well, when the Government is taking 
so many powers, that the Government 
takes some powers to protect the 
management against such contingen-
cies. 

Sir, I do not agree with those who 
say that the management of every 
company or every business firm or 
every industrial house is bad. By and 
large, there are honest people in 
management, in business and in indus-
try as there are in every other walk 
of life-among doctors, among lawyers, 
among politicians and so on. There-
fore, it is no use tarring everybody 
with the same brush. So, I submit 
that while you have through this Bill, 
taken powers to protect the minority 
shaceholders or what you have des-
cribed as public interest, Y"u have not 
taken enough powers to protect the 
rights of the management. 

Here I must say a word about th ... 
Company Law Administration. Yes-
terday, the hon. Member, Shri Masani, 
expressed an apprehension that the 
powers given to the bureaucracy are 
such that it is almost "bureaucracy run 
amuck". And, particularly, when he 
was arguing about the special audit 
his apprehension was that a Deputy 
Secretary of the Government of India 
would exercise that power-a subjec-
tive test-and there is every possibilliy 
of such power being abused. It is 
true that that power is a subjective 
power, but I would like to ask from 
the bon. Member whether it is not a 
fact that even under the existing Act 
there are so many powers which are (If 
a subjective nature given to this very 
department and that this department 
has been exercising those powers for 
a number of years now? Sir, r-uly I 

ask my hon. friend whether he ca-'1 
give a single instance where this 
departmen~ has abused those power:l? 
If there is not a single instance that 
he can give. then I would submit that 
the department though it has been 
given wide powers it has exercised 
those powers with great care and cir-
cumspection. 

8hri M. R. Masani (Ranchi-East): I 
had said We were legislating for the 
future as well as for the present. 

8hri Morarka: There is no reason 
for my hon. friend to feel that the 
future would be more dim than the 
present. There is no reason to believe 
that the next set of people, either 
officers or ministers, who come would 
be less conscious of the public duties 
than what our people today are. As 
you have yourself said that our demo-
cracy is only an infant, when we grow 
and OUr democracy becomes strongtr 
and stronger we would have more and 
more capable people for discharging 
these public duties. 

I would briefly mention nIle rights 
of the shareholders, which I think 
the Government must protect in every 
contingency. I would describe those 
rights under three heads. First is the 
Tlght of control and management. 
Under that, the shareholder has a 
right to vote for lIhe appointment or 
removal of directors. He has the right 
to vote for the alterations of the 
memorandum and articles, i.e., the 
very charter of the company itself. 
This is what I call the right of con-
trol and management. 

I would call the second set of rights 
as proprietary rights. Under that, the 
Urst right of a shareholder is to get 
himself registered as a shareholder, as 
a member of the company. When he 
sells the shares, the right of the pur-
chaser is recognised. Then, he .has the 
right to receive dividend and the 
right to participate in the distribution 
of assets when the company is dis-
solved. Then he has the right of im-
munity from personal liability. Under 
the joint-stock enterprise, the main 
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[Shri Moraua) 
principle is that the liability of a mem-
ber is limited, and that is one of !me 
proprietary rigliISM a shareholder. 

Finally, I would call the third set of 
rights as remedial rights. Under that, 
he has the right of information and 
inspection, the right to bring in the 
.court action in representative or deri-
vative suits and thirdly the right to 
go before common law for equity. 
'These are the basic and acording to 
me fundamental rights of a share-
holder. The Government must legis-
late in whatever way they like -to 
protect these rights. That is all and 
no more, so far as the shareholders 
are concerned. You can take care of 
the workers and the consum<H"S either 
under this law if you can or under 
separate laws like the Industrial Dis-
putes Act, the Workmen's Compensa-
tion Act, the Minimum Wages Act, 
etc. After ,having legislated for the 
fundamentals, the actual details of 
working must be left to the manage-
ment itself. Shri Bharucha yester-
day pointed out that while the maxi-
mum managerial remuneration has 
been prescribed, there was a company 
recently floated in Bombay and the 
prOlmotionary expenditure in that 
company was more than Rs. 15 lakhs. 

Shri Naushir Bharueha: Not the 
promotionary expenditure; (,he pl'O-
moter's remuneration was Rs. 15 lakhs. 

Shri Morarka: Yes. His grievance 
was there is no provision in the law 
against such a contingency. I entirely 
agree with him. I see no justification 
-at all for such a thing. You are legis-
lating for such minor details as to 
how much should be given to a mana-
ger, but at the same time you are 
1eaving it completely blank as to how 
much a promoter of a company should 
get. 

Similarly I can give you another 
instance. You have made very detail-
ed and rigorous provisions for (,he 
managing agency system. Yet, there is 
no pl'ovision in the company law, not 
-even in this amending Bill, to cover a 

case where two companies choose to 
become partner of one another, one 
company unde1'taking to supply the 
capital and the other company under-
taking to perform the duties of 
management as a working partner. 
They can so draft the partnership 
agreement as to be completely free 
from the clutches of this law. yet, 
the very fundamentals of the manag-
Ing agency system can be embodied 
in such a partnership agreement. What 
I wish to say is, we get lost in the 
details and We loose the over-all 
picture. 

Instead of legislating in minor de-
tails, we should concentrate more on 
the over-all policy and legislate to 
prevent certain maladies which are of 
a common na.ture. You cannot take an 
instance from here and another from 
there and provide against it. After all 
there are 30,000 companies. There are 
all sorts of people and all sorts of 
director-so If some indulge in certain 
malpractices, in order to prevent that, 
you cannot legislate and put an em-
bargo or handicap on all the compa-
nies. That is my humble submission. 

Now coming to the specific clause, I 
wanted to go in a serial order in re-
gard to the clauses on which I wished 
to speak, but since the House has 
given great importance to clause 98 
which deals with contributions to poli-
tical parties, I propose to take that 
clause first. I know I am going to be 
a very unpopular person to speak in 
favour of that clause, becaUSe as I 
heard the speech of many hon. Mem-
bers from that side as well as from 
this, I found a great majority of opi-
nion against contribution of corporate 
funds to political parties. With great 
respect, I wish to submit that the en-
tire criticism made yesterday emerges 
from an misunderstanding. At least, 
that is the impression given to !mls 
House. (Interruption). If 8hri Ranga 
will hold himself in patience, I am 
going to quote his leader, Rajaji. 

Shri Itanga (Tenali) hope you 
would behave as he does. 
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Shri Morark:!: I am not as capable 
as Rajaji to behave like him. but I 
will certainly try to quote him. An 
impression is given to the House as if 
the Government is making a provi-
sion asking the corporations to make 
contributions to political parties. 

Shri Simal Ghose (Barrackpore): 
lndirectly yes. 

Shri Morarka: If he kindly bears 
with me for five minutes, I would 
venture to point out how his 'yes' is 
completely misconceived. Before 1956, 
when we enacted the Companies Act, 
there were nO restrictions on the 
powers of the directors at all SO far as 
contributions to any political party, 
charitable fund or for that matter 
anybody was concerned. The directors 
themselves could make any contribu-
tion they liked without reference to 
the shareholders. In 1956 for the 
first time, 8hri C. D. Deshmukh, the 
then Finance Minister, thought, on the 
basis of the Bhabha Committee Re-
port, that some i"esiriction should be 
imposed On the powers of directors 
and accordingly some were imposed. 
ORe of the restrictions imposed was 
that you cannot make a contribution 
to either a "haritable institution or 
to anybody else beyond a certain limit, 
which was Rs. 25,000 or 5 per cent. 
Before that amendment. mind you, 
there was no limit at all. This is the 
first time that a limit was imposed. 
And what was the limit? Again, it was 
only a question of the rights between 
the directors and t:.'le shai"eholders. 
The limit was that a director cannot 
make a contribution without getting 
the permission of the shareholders, 
but with the permission of the share-
holders the directors could do any-
thing they liked. Even after 1956 there 
was no restriction at all. Thereafter, 
again and again the question .has been 
raised that these contributions should 
be completely prohibited. 

The hon. Member, 8hri Masaru gave 
some arguments yesterday. In his 
Minute of Dissent also he has elabo-
rated those points. His first arguJIll!nt 

was that people who make these con-
tributions generally do it on the basis 
of quid pro quo, they expect some-
thing in return. Now two elections 
have been fought and during the two 
elections, according to them, a lot of 
contributions haVe been made to the 
ruling party. Now I would have ex-
pected att least one of those who vali-
antly opposed this provision to point 
out at least one or two instances where 
this quid pro quo, has been exercised. 
Not only this. I go a step further. I 
would ask him to point out a single 
~tance where, because a person has 
not contributed, he has sufrered at the 
,hands of the Government. 

Shri Bhnal Ghose: How can we 
prove it? 

Shri Morarka: It is quite easy for 
the hon. Members to say here that 
people give money because of some 
considerations shown to them. 

Shri S. M. Banerjee: Mundhra said 
so. 

Shri Morarka: My hon. friend says 
"Mundhra said so". I hope he knows 
what consideration has been shown to 
Mundb.ra.· Then some other hon. 
Member says Jain has done so. We 
all know what leni"ncy or considera-
tion has been shown to Jain. I re-
quest hon. Members to give one ex-
ample where becaUSe of these contri-
butions to the Congress Party funds, 
that party has shown some considera-
tion to that company. If they cannot 
mention any such example, whatever 
thpir other arguments may be, so far 
as this particular proposition is con-
cerned, this argument of quid pro quo 
-has no legs to stand on. 

Shri Ranp: You are arguing in a 
circle. 

The MInister of Commerce (Shri 
Kanunco): Please mention cases. 

Acharya Kripalanl (Sitamarhi): 
Why do the Congress people want it? 
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Shri Morarka: If you will kindly 

bear with me for a few minutes I will 
certainly tell you why they want it 
and what they do with it. 

Yesterday, the hon. Member, Shri 
Masani, gave the examples of UK and 
USA So far as UK is concerned.. he 
himself admitted, t.'1ere is no embargo 
on any corporate body giving or mak-
ing any contribution that they like to 
political parties. So far as USA 
is concerned, there is again no 
provisio"l at all in any of the company 
laws there. There company law is 
a State subject and not a Central sub-
ject. So, all the 50 States in the 
USA have got their own separate laws 
and not even in one single law of 
those 50 States is there provision of 
the nature which Shri Masani wants 
to be introduced here. 

There is, of course, provision in their 
election law in America on this. But 
that provision is not only against cor-
porations. That provision is applica-
ble to individuals, to firms, to trusts, 
to co-operatives and to corporate 
bodies. Why does .he want it now for 
companies alone and not for others? 

Acharya Kripa1ani: Have it for 
everybody. 

Shri Morarka: If he wants it for 
everybody, certainly this is not the 
place to make it. Let him move an 
amendment to the election law and 
let it be considered at the appropriate 
time. (Interrupti07l$) . 

Mr. Speaker What is this running 
commentary. Some hon. Members 
had their say. Now this hon. Mem-
ber is trying to show t>he exact posi-
tion in the United States. Hon. Mem-
bers must put up with that. 

Shrl Nath Pal (Rajapur): It is very 
provocative. 

Mr. Speaker: I do not know from 
which quarter it comes. 

Shrl Rima) Ghose: May I submit one 
thing? When we refer to corruption 
among Government officers, they say 
"give examples". Could we give ex" 
amples now? 

Mr. Speaker: I suppose the hon. 
Member is not new to this House. 
There is a methOd of doing it. 3up-
pose an hon. Member says "I 0081-
lenge so and so", should that han. 
Member immediately go and challenge 
him and corner him? Let him wait 
for his turn, when he will get an op-
portulli ty. If he does not get an op-
portunity, let him brief some other 
hon. Member who will have an op-
portunity to speak. Now Shri 
Morarka. 

Shri Morarka: I '~ope you will give 
me a few more minutes because 1 
have some more points. 

Another point made by SMi Masani 
was that these contributions are not of 
a voluntary nature. I want to know 
from him the examples of at least one 
or two persons who have been forced 
to give and when they did not give, 
what penalties were imposed on them? 
It is all right to use these slogans 
which are easily sWallowed by public, 
but at least we speak in Parliament we 
must treat the audience wibh a little 
more consideration and we must give 
facts and figures if we want to bring 
a point home and want to convince 
others. 

Then another hon. Member referred 
to keeping politics clean. 1 do not 
know what is required to keep our 
politics clean. Our politics has cer-
tainly not been made dirty by the 
conJtributions received or by winning 
the elections by the Congress. Shri 
Masani wants these contributions to be 
stopped. He says in his minute of 
dissent "our democracy is a nascent 
democracy". 

Shri Surendranath Dwlvedy (Kend-
rapara): Shri Justice Chagla has also 
said 1lhat. 

. Shrl Morarka: Our democracy is 13 
years' old and when these contribu-
tions were made it was only one or 
two years' old. If for ten years this 
nascent democracy cannot be harmed 
by this .... 



Companies KARTIKA 26, 1882 (SAKA) (Amendment) Bit! 

Shri M. R. Masani: It has been 
hanned. 

Shrl Morarka: Then it is likely to 
be less hanned now than before. (In-
terruptions) . 

Mr. Speaker: Order, order. Shall I 
immediately put to vote the amend-
ment of Shri Masani? Why would 
hon. Members be impatient? They do 
not ·hear the other side. It is rather 
strange. 

Shri Harish Chandra Mathur (Pali): 
They are very nervous. 

Shri Morarka: The final point of 
Shei Masani was that the funds of the 
corporations are utilized for a purpose 
for which they were not meant. This 
is purely a legal point. If the memo-
randum or the arUcles of a rompany 
do not authoris~ the giving away of 
this fund, no director or shareholder 
can give this. Also, there is the remedy 
of going to a court of law. As a 
~ati.('r of fact Sh.i Masani knows, 
that because s~mp of the companies 
did not authorise the contributions, 
they had to go to courts of law and 
they had to get a judicial judgment, 
which judgment is so generously 
quoted I;>y the oilier side in this House. 
Therefore. to say that the funds are 
i:><>in1! utilized for a purpose for which 
th€v were not intended is not quite 
cor~ect. Before the funds are utilized, 
8 full authorisation that thl!S€ funds 
are utilized for that purpoS€ is S€Cur-
ed nOll only a special resolution pass-
ed by 75 per cent majority but is ap-
proved by a court of law in that State. 

Now, much has been said about the 
special audit. Here again, it has been 
stated that too much power is being 
taken or given to. the bureaucracy. I 
have already said that the bureau-
cracy has been very careful in ex-
ercising such subjective powers as it 
has. Unless there is a case in point, 
one should not ha~ such apprehen_ 
sions. The reason why I am in 
favour of giving the subjective power 
to the bureauCT8CY is this. If you 
make thlll power justiciable, the 

Government would never be able to 
order special audit. Because, the 
moment the Government wants to 
order special audit, the courts of law 
are there, the matter will go to the 
High Court and in appeal to the 
Supreme Court, by which time, if 
there is mismanagement, anything 
may happen with the company. 
TherefDTe, I feel that this power has 
to be by its very nature subjective 
a;,d one cannot find fault with that. 

13 brs. 

The reason why the special audit 
provision is introduced is this. Gov-
ernment has already got the power 
of. investigation. That power of in-
~stigation is a very drastic power. 
The Government can do it today 
under the exioting law. The Gov-
ernment can do it suo moto, the 
Government -can do it under the 
orders of the court, the Government 
can do it if the shareholders pass a 
resolution. It was argued before the 
Government, when you order investi-
gation, the company loses its repu-
tation and even if the result of the 
investigation is in favour of the com-
pany, still, damage is done. I think 
this special audit is a good via media. 
Instead of going to the extreme re-
medy of ordering investigation, you 
have only a special audit. The Audi_ 
tor's report would come to the Gov-
ernment. The Government would ex-
amine it. If the Government finds 
that there was nothing wrong and no 
action in a criminal court is neces-
sary, the Government would send 
either a copy of the report or extrach 
from that Teport to the compan7 con-
cerned and the company can circu-
la te it amongst the shareholders. If 
it is found that there are certain 
things disclosed by the special audit 
which require action, it is just as 
well that this report is not sent to 
the management before action is 
taken. Otherwise, there is every 
possibility that the evidence may bf' 
tampered with. These points were 
discussed at length in the Joint Com-
mittee and after due consideration, 
this provision was, at the request of 
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the Members, accepted by the Gov-
ernment. 

Yesterday, Shri H. N. Mukerjee 
said much about private company and 
public company. He thought that the 
Joint Committee had liven a lot of 
latitude to the private company and 
that the principles enunciated in the 
Bill as it went to the Joint Commii-
tee, have been chaneed. I have to 
remind Shri H. N. Mukerjee of one 
basic principle. The Shastri Com-
mittee also had enunciated that 
principle. The principle is that any 
private company in which public 
funds are involved, should be treated 
as a public company. The Joint Com-
mittee has not at all tampered with 
that principle. That principle has 
been kept intact. If a private com-
pany in which public funds are not 
involved, invests in another private 
company within the same family the 
membership of which does not exceed 
50, etc., there is nO reason why that 
company should be treated as a pub-
lic company. That was the view 
canvassed before the Joint Committee 
by many of the Associations and 
many persons and the Joint Com-
mittee, according to me, with great 
respect to the Joint Committee, has 
rightly accepted it. The Shastri 
Committee's only principle was that 
if public money is involved, then the 
affair3 of that company must be ex-
posed to the public. If public money 
is not involved, the afl'airs of that 
company need not be exposed. 

In this connection, Shri H. N. 
Mukerjee would do well to remember 
that we are also making provlSlon 
under which every private company 
would be required to submit its 
accounts and file its accounts with 
the Registrar: not only the balance 
sheet, but even the profit and loss 
account. Shri Asoka Mehta said 
about depreciation. He said that the 
salutary principle of depreciatiQn is 
being given a go by, and why should 
depreciation be eaten into merely to 

facilitate payment of dividend. Again, 
this is based on some misunderstand-
ing. What the Committee has done 
is this. Depreciation should be fully 
provided either according to provi_ 
3ions acceptable to the Income-tax 
department, or according to any other 
suitable method acceptable to the 
Central Government. Before paying 
dividend out of the profits of this 
year or out of the accumulated pro-
fits of the previous years, the Gov-
ernment would see that depreciation 
is provided on one of the bases. The 
principle of depreciation is' that you 
should no~ allow the capital of a 
company to be depreciated by mak-
ing payment of dividend. Unless 
you make full provision for deprecia-
tion, the capital would be depreciated. 
After full provision for depreciation 
is made according to the real life of 
an asset, whether you accept tIUI 
method or that method or the Income-
tax method, It does not make any 
difference. 

The main point which I thought 
some of the hon. Members at least 
would make a mention, which accord-
ing to me is a very fundamental 
point, which goes a long way. to safe-
guard the interests of the share-
holders, is that the Joint Commitbee 
has provided. for the 1irst time, that 
if a company issues new additional 
shares, the additional new shares will 
be allotted to the existing share-
holders pro rata. If any deviation III 
to be made, a special resolution would 
be necessary. Without passing a 
special resolution or without the per-
mission of the Government, the direc_ 
tors cannot allot shares to anybody 
else except the existing shareholders. 
This, according to me, is a very 
fundamental right, and the Govern-
ment and the Joint Committee have 
done well in accepting this principle 
and providing for it. 

Acharya Kripalani: The Opposition 
have not opposed it. 

Shri Morarka: I want to say a 
word about sole 'selling aeeney, be-
cauSe much was made of it yesterday. 
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Again, think, Shri M. R. Masani 
misread what the Joint Committee 
has done. His apprehension was that 
after the Bill is passed, the Govern-
ment would appoint so and so as 
selling agent and the State Trading 
Corporation, through this backdoor, 
would become the selling agent of 
many companies. That is not so. All 
that this provision says in that the 
Central Government would have the 
power to call for the selling agency 
agreements and if the Central Gov_ 
ernment feels that the terms and con-
ditions of appointment of those sell-
ing agents are not equitable or are 
onerous or are not in the interests of 
the public, the Government would 
direct and the agreement would be 
amended acccm:l.ingly. The Govern-
ment has not talren upon itself the 
duty to enter into any agreement 
with any body as selling agent or to 
name any person. 

Shrl M. R. Masanl: It has a veto. 

Shrl Morarka: The Government 
has not taken the power even to veto 
80 far as the person is concerned. The 
Government is concerned only to 
examine the terms and conditions. 
Therefore, I do not know how my 
hon. friend Shri M. R. Masani, who 
is usually very precise in his criticism, 
failed to appreciate this point. So 
far as selling agency rights are con_ 
cerned, they can only say whether 
the terms and conditions are proper 
or not. 

Shri M. R. Masani: That is a veto 
on the terms and conditions. 

Shri Morarka: On the terms and 
conditions. 

Shri M. R. Masanl: That's right. 

Shri Morarka: Not A, B or C. 

8hri M. R. Masani: Through that 
veto, the han. Member will appreciate 
the choice of the person can be in-
ftuenced. 

Shri Morarka: There is no veto. 
Only if the terms and conditions are 
onerous, they may say that the terms 
and conditions should be altered. 

That i5 all: nothing more. Certain'y 
the question of the State Trading 
Corporation coming through the back-
door is a little more than one can see' 
in this. 

In.er-Company investment is an-
other important matter covered by a 
clause which has been added. This 
is my final point and after that I will 
sit down. The Joint Committee has 
ifOne a step further in tightening this 
inter-corporate investment. People 
have argued for reduction in inequa-
lities of income, reduction in the COlI_ 
centration of wealth, etc. One of the 
arguments that these people have 
given often is that one company in-
vests in another and the other one' 
in a third one and thus a pyramid is 
built with the result that a person 
with a very small capital of his own, 
controls vast economic and financial 
resources of the country. The Joint 
Committee has enunciated a principle. 
That principle is that hereafter no 
company can invest in any other' 
company or all other companies put 
together more than 30 per cent. of its 
subscribed capital. If a company has 
a subscribed and paid-up capital of 
Rs. 1 crore, today, there is no limita-
tion at all and it can invest not only' 
Rs. 1 crore, but more than Rs. 1 crore 
in other companies. But, hereafter, 
it has been provided that a company 
with a paid_up capital of Rs. 1 crore 
would not be able to invest in any 
other company or all other companies 
put together more than Rs. 30 1akhs. 
There is another restriction that no 
the extent of more than 10 per cent. 
in the capital of another company. If 
a new company is ftoated, an existing 
company cannot buy shares to the 
extent of more than 10 per cent. of 
the other company. There is a third 
restriction which was already there 
I must say, and that is that a com-
pany cannot invest in a group of com-
panies under the same management 
to the extent of more than 20 per 
cent. of its paid-up capital. 
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These restrictions may, in the ini-

tial stages, prove irksome in certain 
individual cases, but in the long nm 
they might achieve the purpose that 
the Government has in view, viz., 
.discouraging the concentration of 
wealth or the pyramiding of the joint 
stock enterprise or slinilar anomalies. 

I am grateful to you, Sir, for giv-
ing me this much latitude, and I wish 
to conclude by saying that while 
there are still some defects in joint 
stock enterprise in the country, the 
steps that Government has taken are 
cenainly in the right direction. When 
the 1956 Bill was passed, people ex-
pressed. the apprehension that joint 
stock enterprise would be killed, that 
it would not be able to function any 
more. The actual evidence is that, if 
anything, there has boen health and 
vitality given to joint stock enterprise 
ana that it is prospering more and 
more. 

There is another. misglVmg which 
must be removed that ours is the only 
country where joint stock enterprise 
has suffered from such maladies. If 
one turns to the history of joint stock 
-enterprise in America, the maladies, 
the mismanagement, the frauds etc., 
which were perpetrated there, one 
will find that they were much more 
-compared to what we find here. So, 
while everything should be done, 
·every possible step should be taken 
to protect and safeguard the rights 
·of the minority shareholders and the 
managemcn t, there is no reason at all 
to be panicky about the functioning 
of our joint stock enterprise. 

Shr.i C. R. Pattabbi Raman (Kumba-
konam): At the outset, I wish to pay 
a tribute to the Joint Committee 
which has been able to produce a 
-comprehenSIve and valuable report, 
wh;ch is likely to be quoted in future 
not only in courts of law but also 
-elsewhere. 

The criticism that the Joint Com-
mittee have gone out 01 the terms of 
rclerence does not have much force. 

When the earlier Companies BID of 
1956 was on the tapis, many far-
reaching changes were made before 
it became an Act. That seems to 
have been forgotten. Much will 
depend upon the human element in-
volved in the administration of com-
pany law. The officers concerned 
with the administration will have to 
take timely and judicious action' 
whenever necessary. 

One of the main problems before 
the Joint Committee was the see-
'sawing of companies in their status of 
public and private companies. Where 
the entire paid-up capital 01 a pri-
vate company is held by another pri-
vate company or by one or more 
foreign companies, whether public or 
private, it is a private company. 
Where the entire paid-up capi al 0;' a 
private company is held by a public 
company, . it is a public company. 
Where less than 25 per cent. of the 
paid-up capital is held by other 
bodies corporate, that is public or 
private companies, Indian or foreign, 
it is a private' c'ompany. Where less 
than 25 per cent. of the paid-up capi_ 
tal of a private company is held by 
one or more private companies whe-
ther Indian or foreign, the former is 
a private company provided no body 
corporate is the shareholder in any 
of the shareholding companies and 
the total number of members of the 
former and the shareholding compa-
nies does not exceed 50. This is 
briefly the position so far as private 
companies are concerned. We now 
futd that some of these companl~ can 
be deemed, as Shri Bharucha men_ 
tioned, to be public companies, and 
under section 43 (8) a new provision 
is made for that purpose. 

So far as definitions are concerned. 
the Committee has had a very difI'I-
cult task, and so far as certain worm 
are concerned, they nave been worry-
Ing me also. For example, it is not 
easy to define precisely \VIlo an 1tlISO-
date of a managing agent is; nor is it 
possible to aeflne precisely the teTm 
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"Managing Director". What, for ex-
ample, will amount to substantial 
powers of management? A person 
does not become a managing director 
simply because he is paid a monthly • 
salary. It has to be noted that sec-
tions 292 and 293 indicate the scope 
of the powers of a managing director. 
Unless a director is vested with the 
powers of making calls, issuing 
debtentures, investing the funds of 
the company, selling or leasing under_ 
takings when the company is in loss 
and remitting debts he is neither in 
law nor in fact a managing director. 
Incidentally, if the entire capital of 
an Indian private company is held by 
one or more foreign public companies, 
according to the Report, the former 
is a subsidiary of a public company. 
What happens to the holding of the 
entire capital by foreign individuals 
and associations? This seems to be 
pretty well in doubt, and it is worth 
while considering it. 

In respect of the issue of new 
shares, we have to bear in mind that 
the Sastri Committee, at page 41, 
lines 1 to 9, have suggested that the 
section. should be made applicable 
when issued capital is fully subs-
cribed and the subscribed capital ha. 
been increased by the issue of new 
shares. There is not much chgrm in 
the words "special resolution". It 
has to be remembered that five mem-
bers can form a quorum in a public 
company and when four of them vote 
for a resolution, it becomes a special 
resolution, and these foul' members 
deprive the enquity shareholders of 
their rights. It may perhaps be better 
to say that 30 per cent. of the total 
voting power is necessary for the pur-
pOGe. 

Incidentally, in so far as duplkate 
share certificates are concerned, ti',e 
Committee has increased the penalty 
for issuing fmudulent share certifi-
cates. The fine has been increased W 
Rs. 10,000 from Rs. 1,000 and the 
negligent officer may have tt> flce 
1282 (Ai) LSD-5. 

simple imprisonment. In respect of 
these duplicate share certificates, 
there must be a limit placed en thi) 
charges for advertising the lo,s in the 
newspapers. For example, a middle 
class shareholder may not be able to 
afford the advertisement charges if 
his total holdings are small. 

Substantial alterations have been 
suggested in respect of the p~yment 
of dividends. There is a mgrg;n fnr 
the calculation of depreciation. Pre-
mium on the issue of shares is now 
capital. But the position is not clear 
as to premium on shares issued be-
force the commencement of the Com-
panies Act, 1956, which does not form 
an identifiable part of the ccmpany's 
reserves, which according to seetlon 
78 (3) proviso is not capital. The in-
ference is that divid~nd C~!l be dec-
lared out of such premjum. 

In Palmer's Company Precedents, 
17th Edition, pages 604-605, the follow-
ing are profits: 

(a) Acretions to capital realised; 
and though not reJIise.1 im_ 
mediately, re.lll,able and 
though not ren lised imme-
diately. realisable and proved 
to e~ist. 

(b) Profits carried to reserve. 

(c) Profit resulting from the 
payment off by the company 
of its debentui'l'3 at less than 
par. 

The following are n·,t profits: 

(a) Goodwill. 

ib) Where a company purchas!!S 
the business or another com-
pany including the profits of 
that company available for 
dividend all such sum' be-
come capita! in the h:tnds of 
the purchasing company and 
cannot be :listributed as 
dividend. 
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[SHRI MULCHAND DtiBE in the ChaiT] 

I am glad that til'! Committee has 
)·:gh.tly deleted the pcuvision in the 
Bill that the dividend amount must be 
deposited in a scheduled bank within 
fourteen days of its declaration. 

I now come to the balance-sheet. 
The balance-sheet of a private com-
pan can be inspected by non-members, 
but not the profit and loss account; 
that can only be inspected by the 
members. It is a welcome recommen-
dation. They are two documents, they 
may be filed separately with the 
Registrar. 

Regarding the new provision with 
:regard to special audit, the position 
briefly is this. The new ClaUSe 70 
seeks to have a new section 233 (a). 
According to that, if the Government 
is satisfied that the management of the 
company is not according to business 
principles or prudent commercial 
practice or is likely to damage a par-
ticular industry and the financial posi-
tion of the company, the Governmen~ 
.. n appoint a chartered accountant to 
eonduct a special audit. Any person 
refus 'ng to furnish information can be 
tned, and the expenses of the audit 
.an be recovered from the company as 
an arrear of land revenue. There 
may be some force in the contention 
that the report of the special audit 
and the decision of Government to 
erder a special audit are ex-paTte, and 
~e company is not allowed to make its 
.wn representation with regard to it. 
This may run counter to the principles 
.f natural justice. The House of Lords 
in the United Kingdom iII the famous 
LiveTsidge case (1942 appeal cases: 
206) have laid down that the satisfac-
tion of the Government must be objec-
tive and can be scrutinised by the 
eourts. It has to be borne in mind 
that there are wide provisions of spe-
.ial enactments such as the Banking 
Companies Act, the Insurance Act and 
so many other enactments. Under the 
:&nking Companies Act, the Govern-
ment after inspection by the Reserve 
-.uk may direct the Resery8 Bank to 

apply for a winding up or it may Pl'o-
hibit the banking company from IT6-
ceiving fresh deposits. Under the 
~ce Act, the Controller. C8I!I can-
cel the registration of an insurance 
company if it acts contrary to the rules 
ete. These are all powers given to 
~mment without their having to-
go· through the course of special audit. 
Inc:dentally, these special enactments. 
override the provisions of the general 
Companies Act. There is a famous 
dictum: 

"Genera!is specialibus non deTogant", 

namely that a general act cannot run 
counter to special enactments dealing 
with special situations. 

It migh be suggested that in the 
Italian company law, they have a spe_ 
cia.J register of auditors, and according 
to that law, if there are three auditors 
of a company, one of them must be 
from the special register, and if there 
are five auditors, two of them must be 
from the special regis~r. Government 
have a special register ot auditors, and 
they insist on one of their special 
registered auditors to be On the com-
pany audit for audit pw1'oses. A 
similar thing might be possible here, 
and I would appeal to Government to 
consider this aspect of the matter so 
that, if necessary, new section 233A 
may be re-set with regard to special 
audit. 

~t must be noted that the J",nkins 
Committee of the United K'ngdom is 
even today dealing with these provi-
sions in the English Companies Act; 
and all these aspects are under exami-
",ation by them. 

There has been a persistent com-
plain t--and I am glad reference has 
been made to it on both sides of the 
House--w. th regard to the restrictions 
an the managing agency system being 
,ot round by certain corporations 
through the appointment of sole selling 
agents. We are having, therefore, 
elame 99 whieh amends section 294 of 
tire parent Act. There is no ground 
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for the fear expressed in some quar-
ters that since the provisions with re-
gard to sole selling agents do not apply 
to foreign companies, they may ap-
point sole selling agents and thus cap-
ture the Indian markets. I think it is 
rather far-fetched. I do not think 
there i. much substance in that. Gov-
ernment have got enough powers in 
their hands to prevent this kind of 
thing happening. 

In so far as legal proceedings are 
concerned, I find that there is a deci-
sion of the Bombay High Court which 
holds that seotiori 633 (2) applies to 
criminal proceedings. I am sure the 
Department is aware of it. The new 
proviso that the court should not have 
power to grant relief from any civil 
liability which may attach to an officer 
in respect of default etc. does not make 
the meaning very clear. I suggest that 
this aspect of the matter might be re-
considered. 

With your leave, I shall now deal 
with one or two general points which 
have been made, especially by my 
good friend Shri M. R. Masani. I have 
the honour to come from the same 
school from which he has come, and 
where he was my senior, namely the 
London School of Economics. But I 
want to tell him that so far as account-
ants are concerned, We have got the 
InsWute of Chartered Accountants and 
their council who can haul up account-
ants committing any misdemeanour or 
any mistakes, and punish them, and if 
necessary, suspend them and remove 
them from the list of chartered ac-
countants. So far as advocates are 
concerned, we have got the Bar Coun-
cil which comes down heavily upon 
advocates who fail to furnish accounts 
or who do anything derogatory to the 
dignity of their profession. Similarly, 
m the case of doctors, we have got the 
Medical Council which deals severely 
with doctors who are given to unpro-
fessional practices. But, so tar as busi-
nessmen are concerned, the tragedy is 
that there are no qualifications laid 
(own. What has a businessman got to 'A through either academically or tech-
aieally! It is a tragedy that there Ie 

no qualification at all, so far as a busi-
nessman is concerned. Therefore, what 
happens is that the Chambers of Com-
merCe have been trying to function in 
this regard very feebly. I am glad 
that some of these forums are insisting 
on a code of business conduct. But 
that is not enough. One black sheep 
among businessmen is likely to let 
down a number of businessmen. There-
fore, it is necessary that some sort of 
control has to be there on businessmen. 

Having said that, I wish to acknow-
ledge that so far as the younger busi-
nessmen are concerned, they have done 
very well, and I wish to pay a tribute 
to them. The present class of business-
men, the younger businessmen, are 
developing very well. I would say that 
as a rule, it is so, and most of them 
are fairly well educated, and they go 
abroad and get some sort of training 
or other, and they see to it that busi-
ness fiourishes for a long time to come, 
and they are aware that it can flourish 
only on the goodwill and good reputa-
tion that they have and the integrity 
that they possess. That is a good sign. 
I hope we shall have more and more of 
these younger men who will keep up 
to the best standards, so far as businesa 
principles are concerned. 

Lastly, I now come to payments to 
political parties. I find that a good lot 
of hammering has been going on so 
far as this aspect of the matter is 
concerned. I wish only to deal with 
certain legal aspects of it and finally 
permit myself with your leave to make 
some general observations. 

As has been pointed out correctly, in 
the United Kingdom, there is provision 
for donation to the political parties. 
In America, it is modified; it is not the 
same, but it is not completely restric-
tive e;ther. So far as India is concern-
ed, in the past, there was no control 
at all. And Shri Morarka has already 
pointed out what happened before 
1956. What is now being done is that 
a statutory provision is being made, 
JiDng ceilings for donation. by com-
panies to political parties. Thia just 
1Iho".. that if any-contribution is made. 
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[Shri C. R. Pattabhi Raman] 
it is not a hole-and-corner affair or an 
attempt to conceal anything. 

So far as the Congress Party to 
which I have got the honour to belong 
is concerned, I can tell you that there 
is no such attemptto-conceal anything. 
Whether it be a district body or a State 
body, you can always examine the ac-
counts; and you can know the assets 
and the expenditure. In many cases 
where these bodies are holding exhibi-
tions and other tamashas, they may 
come into confiict with the commercial 
tax officers; and there are sometimes 
troubles with the corporations. That 
does not meah that the Government in 
power, namely the Congress Govern-
ment, go to their help immediately 
and see to it that the general law is 
set at nought and -that concessions are 
shown to the Congress bodies; not at 
all. It is a clean above-the-board 
affair, and it is on those lines that a 
provision is being made here. And 
why do you deny that a number of 
industrialists are Congressmen? In 
fact, most of the people who are sit-
ting on the opposite side were once 
very eminent. Congressmen, and who 
earned the greatest regard so far as 
national struggle and national service 
are concerned. There are many busi-
nessmen who are Congressmen, and 
who may want power to help their 
own party and give contributions to 
them, and who may also like to pre-
vent other parties, who, according to 
them, may damage the country if they 
come into power. 

Therefore what is wrong if some-
thing clean' and above board is being 
done, and statutory permission is 
given to make such contributions? 
After all, it is not a hole-and-corner 
affair, and, therefore, there is nothing 
to . be ashamed of. -

I am very glad that tributes have 
been paid from all sections of the 
House to the CommerCe-and· Industry 
Minister, which only shows that a good 
and clean man is respected everywhere 
at all times. And I am very proud to 

belong to the party in which he is a 
leader. As I sa.d in the very begin-
ning, it is just possible that on some 
occasion, there may be slips, but they 
will be brought to light immediately. 
So long as you have a party which 
tries its very best to be clean and 
above board, why should you object? 
Of course, it may fail; there may be 
failures on the part of individuals of 
the pa~ty. But why should you paint 
the entire party with tar, because of 
that? 

Shri Braj Raj Singh: The 
party is failing. 

entire 

Shri C. R. Pattabhi Raman: Maybe; 
it is a matter of opinion. You will 
never catch me saying anything about 
your party. I have been so brought 
up that I am not going to condemn you 
in toto. There are excellent people 
amongst you. I am sure I can trust 
many of you. I have no doubt that 
there are excellent people amongst US 
too. Therefore, please be charitable. 
I am not saying this simply because 
there is a provision . . . 

Shri Braj Raj Singh: Let me clarify 
myself. I did not mean any criticism 
of the people. I only criticised the 
policy of the party. 

Shri C. R. Pattabhi Raman: Shri 
M. R. Masani was again and again say-
ing, they are all grown-up people; 
their minds are mature and old; so, 
why should you restrict them, it is 
bureaucracy running amuck, why do 
you restrict individual freedom, why 
do you restrict the activities of com-
panies or corporations, corporations are 
fictitious persons but they are also 
persons, are you not mak;ng an inroad 
into their liberty, and into the func-
tioning of corporations, and so on. I 
shall iust use those very arguments 
turned over to my benefit. I would 
point out that after all, it is not com-
pulsory for a corporation or a company 
to make contributions. The provision 
here does not say that this corporation 
or that corporation should give 90 
much to the ruling party; it is left 
to them to give or not to give. It Is 
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not as if if a corporation does not give, 
it is going to be punished or penalised 
or made to suffer. If such a thing is 
done, I am sure my hon. friend 8hri 
M. R. Masani would not keept quiet. 
He will bring the matter before Par-
liament. It will see the light of day. 
Eve" if my hon. friend, 8hri M. R. 
Maoani does not do it, other friends 
will. How can you say that any cor-
poration will be penalised simply 
because it does not have any sympathy 
with the ruling party? And why do 
you specify the ruling party of today? 
As has been asked by 8hri Morarka-I 
need not go to that extent--what are 
the cases where a corporation has been 
penalised because it did not make any 
donation to the Congress Party? 

I wish to repeat that I am glad that 
apprecia tion has come from all quar-
ters of the House of the work of the 
hon. Minister who has been piloting 
this Bill. I feel proud-justly proud-
to belong to a party where he is a 
leader. 

~ ~ f~: lI'TT'1fu ~k<r, 
~ mllfu it ;;it fu<orfuT i!>l" ~, 
~ rn ~ ~ 'liT ffiiTi'f flf;1rr orr ~ ~ 
~ W ft;rl W ~ if ~;,f ~ 
~~j~~1 ~i'f'Ii"W1'~ 
'liT ~ ~ ;;it f.f; ~ ~ it f.m 
~, ~ if i!r ifil'Ii'I" ~ ~ ~ ;;it ~ f<rnT 
it ~ ~ ~ 'liT "'-fl1Ti'f flf;1rr ~ c;rr;;r 
~I 

~~~oro~~~ 
~ ~ ~ ...rr l1ffiift ;r m "U>f-
~ q-rfu:ff ~ ~ ~ ~ '<R 
fln:N ~ flf;1rr ~ I ,"'" it; 'IiT<:UT ~ 
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~ ~T fir.r~ ~ if;;it ~ ~ ~ 
~'~nrOfif;*~~~ I ~~ 
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it; ~ if; «N ~ W ~ 'liT lWI';03 
c;rrm~f'!;~~~~*t'fTi'f 
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~ m (tmm;;iff ~;;it AI'lI~ ~ 
~ ~, f;rn 'liT 9i'li' f<:m'f it-q;;j ~, 
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[.W'm'f~ 
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;;it m ~~, o.;ft;Rfi ~ ~ 
qm~~~;;mfi~ I 

~~~~if~-n~ 11m' 
~, w ~ 'lit tm; ~ ~ ~ ~­
~ fif; ~. fiIim '!i1'r.ft 'lit ~ 
~~~I1m'~? ~~~~1ft 
~~it;<R~ I sm:F'lf.,f(!('!iTfui'Ai 
~~I~~~ifiT'lifit;m~ 
~~~~~~~~. 
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~ ~rrr 'Oi[~ ~ I 4" f;;<fo.<f "~m f'f." 
~R W ~;; 'l<: ~~ R'O<:: 
'I>'t m<:: ..-u sr'f."T<:: ~ 0ll<I~ Of."<: ~ r'li 
;;f~ ~T fii;ffi 'fi't ..-~ 1:f'f."f{ 'fiT 'Rl fi0r 
'3WfT ~ i[T orfTl; m~ ;;ftlrT 'fi't '<aT 
,.", <111; f'f. f" m f'll'i~ fit:<lrrr R<ri I 

4" ~r t fir. ~~r 'R:'f 'f.T '~i~ 
~~I 

.n l!"lf"'II'1\'Il ('fTrr~ ) 
~<::lt.r "~. ;;fr ~ ~ft~<'f slftur 
~ "<1m ;;-')f" 'fiT ml1~ <:(9~ ~ orrq;ft;,( 

~'fC if'l11IT <nIT ~ I ~T ~"ft~<'f 
'1TfuID if. 1I,!rrT<: ~ ~~ ii 'ff<'i'f." 
q"1<:: ~c ~'R~ ~A1 'liT ,!;fT ~ 11;!'~<:: 

~Fff 'f\T '3"?Ifu i1:l1 ~~ ~;j ~ I i1:l1 
'lT0 ~ 1:fr,.-<fc ~H 'lfj 'l"T ~c; ~l ~i<: 
""~ [1([ ~", 'lfr iiilll: ~f.r Of ~T I ~t 
fu~ lfi[ it'Ic: Ofrrr<rr ~T err I ~T 
~'f."f<:: ~ WI: ~ ~x~ ii..-~ ~'fC 'fiT Of~ 
~ $ ;nrl{ {tID IiH;~ 'ifl~r ~t fit: 'iff 
li~ ~ ~f.;: 'l!~;,T'f ~ ~ 
it' it~T;;- '!r<: ~'fi. I i-1fifif iq"<r ~<f' mrr 
~ WI: ~ ~ X HT ~'tC" ..-~ ,*1< 'I>'T 'j5if 
;;iT 'f."<: ~nm I ~ 'fO't; sr'f."f<: 'fir 'l>"R'fT 
~ 'ITlfi q'n: 'FIlr ~ iii i!R il!fT 
rrlff ~ W ~'fC ;r ~ ~1"'" 
m<:: t;!I'Wl'f.ClI ~ I wfu~;i' n «~N-.f 

~ '1<: ;;rT~ ~ ~ I if.+'1ifhr q~ ~ ~ 
~ 6<1" ~ ;;rPi 'li ~ ~ i<~ 1fTI11 'fiT 
,;rn if; fu-o: ~ ~T ~ft ~ I ¥it:;r ~ 
;mrli·~ ~ ~ ~ rom ~1< ~ 
~ "fT;;r 'f;T trli ~ lfi[ ~~1< ~T 'l"T 'iff 
~ "fT;;r cr.nf. rrt & q'\~ ;;rT ~~Of <'fTIf 
~~~~~~r~R~~f 
~;~ llT"f,11 ~~T ~ I 

rt ~ "IITU ~ 'IT ..-~ "mfr 
{lfi[~ ~f'f.";fl"if ij i1:l1mr~ ~~ 
If'l'l!\'i ~ f<'f~ 'f;)i if GflifT ~ & q'n: 
~e 'I>'t ~ ;ftlro ~m ~ q'h:: 
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[SJfr 1fl1I'fq:<'!T] 
~~~~it;~~~ 
'I\"nf rn ~ 1fT ~ or"\"'q if ;tTi "IT >mIT 
~ lR'n: ~ ~iSf+<;lIf"fe~ m ~ ~ 
~ f.rnt ~ ~ wh: oft ~ ~~ ~ 
.~ ~ ~t >mIT ~ I ~ ~ SJfr 
~ ~ it c1<f; ~I ~ ron t fit; 
~ fu1!: ~ ~T '!iittt ;r;n;ft 
~ mit; ~ if ~ 'I\"nf ~'ltr ron 
"I'rll' fi!i ~ t:t~~ ~ '!it ~h: 
~tfi~<min:it;~'fi'TlI1f~·1 

m lI'lm: 16m if ~ iiA11IT >mIT ~ 
W ~ '1ft ~ 1fT ~ 0lRf'lIT ~ 
~ I WR: ~ ~r.n if iJ ~ ;ft;;r ~)trT 
tit itU ~ if ~oft ~ 'fn" ~ 
t: ~t ~ if ;;f.t 'liT, ~~ 
'!"lfum <tiT 'IiT1f ij <'fR 'FT m.: ~ oft 
~~~ ~ 'lfICfT f f.t; I'{'!> ~r 
it;mnrt~~"I'f~~T;;rrm~~ 
~ iJ ~ it; mr ~ 'f>lr <t~ 
~~. WR: ~ "ITm ~ flm'{ 
~ "I'RfT ~ ~T ~ wR ~~ I!iT lfRI' 
~ if ~q <:~.Jj' I iRr 'IlI1f if ~ 
~ olIFf '3'fI ~ ~ $ if· ~T ~ fi!i 
~ mfer1f ~"'T ~ m it; ~ 
~"e:I' ~T ~ 11' ~1f itm TfT<: ,,*f';miJ fi!i 
~c rn<: iJ oft <mr l[T ~ ~ ~ 
~il 

~ ~fuf'ffir m"I' 'lft $T-~1it 
00 it; fu1!: '!i1i 11' ;;mf ~, ~ 11' ~ 
f'liqrtlliTi 11' iflf I ~ l!ili 11' iflf sn<: 
~m~l!iTiif~vt~ 
m or)o; 'F<: ~ ~~fu!f 
f6'lTi ife it; o;q;:: mttT ~t ~ "T"I' ~ 
it; f~ ~ ~FrT if iJ ~1f 'ifT"l' 1fT ~l!Iit 
~.iRl"lill",al ~ I ~:;ft;r~<tiT 
~T~~'FW~I 

m~~mr;;~ ~ 
. 1i;;rT >mIT 'IT~!], !JlI1f 'lft llit "I'T orre 

~ tft ~ ~ erT fi!i or m oft fi!i~­
"I'RT l!ili~ 11' 1fI'T ;;ffir ~ ~t ~ 'lfI1f.t 
~'IiI~~~tfi!i~it; ~ 
it ~ w{ttr <'f1ITli' ;;mf ~ oft 'lft !lIr<T<r 
~;;rrm ~ ~ ""~Jf~m ~ it; o;q;:: 
~ t. ~<mf ~ 3i'I<: ~ ~ lIIi<: 
~ ~ ~ it; 3i'I<: ~~, if*IRT 
~ ~ it; r.ro. ttR ~ ;ft;;r i!:T ~or tit 
~ ~o;q;::~w.;i'ti!:T ~r ~ I 
itw.; oft ~ffir ~, ~~ ~r t. 
'IiT1f "I'iI' m ~ ~. ~ it; ~ 
~~ mR it; fcmr oft ~ 1fT ~ i!:mT 
~ tit ~ I'{'!> '!i1i iJ ~ '!i1i ~ ~ if 
~ ;;ffir ~ lilT<: <m<I1 wn ~ 'fn" 
~ '3'fIif ~ ~ ~ I $l '3'fI !JlI1f 
~ ~~r<i ron err fi!i ~!]'it; o;q;:: ~1f 
~f(f;f" ;;pff ron ;;rPi fi!i ~ 1fTt ""'* 
ll~m ~·c 'I<: ~, ~'fe<: q<: ~, 
mmrn 'I<: ~T lilT<: ~ or)trT 1fT ~ 
'1ft ~ iJ 1fTt :;ft;r ~T ~T<: ~ l!ili if 
~ efT ~ I!f'ifT 'Fl"f'fT it; o;q;:: if ~ 
lilT<: ~ I!f'ifT :a;r mT <tiT f'fll' ~ 
'F<:'fT ~ I ttR ~ ~ 1fT '11'RT ~ 
~ fi fi!i ~ "1 "if ~ 1fT ~ 
~~ efT m:T ~1f 11' or or)tr ~ iJ '!i1i 
if 'f@ ~ ~ Ii· ~~ ~ fi!i ~!]'it; 

~ ~if ~~ 'lft ~r fi!ittr ifm t I 

~T ~ oft m'tit;iJ'lf l!ili~ if iflf 
~ ~T fu1i ~ f.R;.,-T erT I ~ 
f~ ·>..fT ~ ~ it ;:t!]'it; orR 11' 
.iRr.f11IT 'IT lilT<: Jf. 1ft m"I' ~ f1:trTi ~ 
~ 'IT I i!:1fTt it~~ futrriijc 
it 'lft ~ fiJ!;fu~ fi!ittr 'IT I lRiI' ~ 
~t ~ fi!i ~ If''\fulr I'{'!> 

~ ttifi ifIf ~ ~r <t>«ft t ~ IIi'lt 
~<{t iffi ~ ~r ~T t I ~~ 

~ ifi'Ii~ 11' iflf ~ :a;r 'I<: ~e 
it .~ ~ lIT ~" ~ ~ f.I;lrr efT 
1Rr ~ ~ fi!i ~!]' ~ m "r'l'fr 1f<: 
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[ o.frwr~;; mfi] . 

---:-~ lfm'lf~T if WT I ifilf ~ fi'f ~ 
~ ~ 'fit "f( ~ ~ <fT " if iT I if 
~m ifi "rll~ ~ aT ~~ "'<F ,,~, 
~'i ~if ~~ "fr;; ~ ~i<:: ifi "nf.'t 
'lI"n<'llml~m~~~f'li"~ 
~r~'iTU '1M >r 'l1l: ~'fWr Q;m 
"';i,n q-r f~ "It ~:<:ftR:1: or';'''l "fTlim 
~ ~;H-QT<'6<: Q:T,,.i "flf'Q:if I f;;m ri 
'1ft S1li«e<: 'PI ','rll ron lTlft ~ ~~ 
~~i 'f\T ~ ~, '-1-.e: ~q'~-Q:Tm: rr<F 
VfT I '3'9" T ~<H irf: lTl1' I '3'B" il; 'ii1l 
~ 'Ppffi >r ~!l'~ QT ~tf'li': 'I<F f~<rr I 

~ '<IT'll" 'fi'r ~ 'f ~ ir.; Hi 'frf,[if VfT 

f'li "It '<fT;;r ~ if'!i<1, 'l1l: OT'P ~ ~ 
<iJ"'LQT I ~"I" it ~ gm ~ ~ ~ 
<f'Ii ~fq QTar ~ I 

14 hrB, 

lRTi'fT "'~ if 'iQ 'Pif! ~ f'li oi";;riM 
~ ~"f ~ ~m~m ro:rr IT'iT ~ 
~f'l; ~ oi";;riM ~ 'l>i1l 'iii: ~ 
'if'! 'lir #rf~fur 'PiT 'I ~ I 'iQ ~ 
~ifm~~4'~~~~~f'li 
~ if li~ ~ 'i{-nf1i4{*, QFrr 
q"!<: ~ 1'fflT~~, en"W ~ 
~~~~'i.f<'T~r~,~~ 
~-~ ;tt ;n:o,n ~ ~), ~ lJ"if.r-
triO ;fl ;n:o,n ~ ,T I ~ 1l ;ri@rl 
f~ ".miU~~~~ it 
'q'.fl'<Wl'I> ~ ;; (1' .m: ;; ~ fm 
~ ~r ~H~ 'i{.a<$\Il{lit ~ I 
~ ~ ~ q;: ;r~ ~ I 1l \1r{ 'Iil If{ 
~Hr ~ W f'l; oi"'ff"flT ~ ~ 
;fl ~~, ;;.; ~ ~~ 'liT,<i':;if 
~.."IIT<'f ~ ~<:~ ~, ".; 'liT ~ ~ ~ 
~.f 'fit ~ ~ f<'fif q. "if if>I"f'; iR'flf 
~~ 11l1lWft~~'iQ.~ 
f~~~~.;~t\';r~{T~( I 
~., '1ft en ~ ~ ~ mrrc ~ ;:;rr 
~~ I ifQ~~flI;mllit~ 

ffi'!fj-.;<n ifi 3m: ~ ~r ;; QT I 
wr;:ft ~~'ia1 '1ft ~ ifi r.rq ~. ;' 
~ ~'P~ ~ ~'P Roii ~ f'P ~­
~~ ~ '1~ ifi ~"'iU ~~­
U<mf ;; ~T ~ ~ W If'f'"r~ 'Pr <T:UlT~ 
~, ~ lfifi"R 'f\T ~'lI" if;;r;f, 
lfm~ ".; 'fiT oi"'r;:;r ~, f"ffi ~ ~'t 
~ 'Pi ftm:Il oT'1> ~ ~ 'f~ 'I-( 
~ ~ ~'l'(;t'jlft if; f~ "'T 
'IT"'; ~ I li~ ~ ~( ~lt. <fT l{ 
qrq-fu ;;~ iitlTT I 

>.;fimr(;fi '91~ ~ f'P ~(:u \90 ;; 

~T, ;;h f'f' ~<1 ql"m ifi <iR if ~ I 

ifQ ~T aTo1' ~1ilfFi +ITllfr ~ 1 1:1;'P cr, 
\1r{ 'P( ~'I' 1:i~ ~ f'f' ;;r<f ~'IT'.'T o;fI"f~: 

f'P41 "fIif, itT ~'i '!iT ~..,( 'frf~ p,7 
~ ~ 'fiViT ~ ~, <Ill 'liT ~. ~~i;;r 
~ -;;.j 'liT 'ffiTlH "fR i 'f(~ f'P <!l'~'t 
3m: ~ 'fIi~ ~ ~ ;0'1' 'fit ;;r<l'rif ~ 
'f>T ~. ~.j' 'fiftl:if I ;o;j. ~ it~ ~ 

if>( iiJ ~ .nm: f'PiT "frit I ~if 

'iQ 1ft ~ f'li lif~ ~ft fm~ "I~'f 
'iQ 1:1;~ ~ f'P ~ lfcf<l'W ¥ ;;rr<Tit, 
aT ~ ~ 'l;fM'<I ~ ~ I flrf.rm: 
.,,~ if ~ flI; 'iQ ~ ~ m-li-
ik: ~lTT .m: li~ ifQ lfo1'ifuir mmm 
aT~ I ~r~~f'Pf~a) 
~~,~~~itllftf~ 
ii ~ flIf.(fC( ~ 1ft \if{ W, 
~~w.mri{T~r~ I 

~ of 'iQ 1ft ~ f'P ~ 'liT f<'l1i 
~'liT~~llrU~if~ 
if ~ itamr '1'~ ~r..(1 ~ I mor 
o;nf&e: 'lif fu1i ~ ott ~ fllcRt 
~I 

~if 'iQ 1ft ~r f'li m ~ 'Ill 
~ ~, en ~ 'liT ifili if "frif ~ 
~r< ~ I ~ !iIlllf if 'iQ . ~ 
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'1@ ~, 'f!j'ff'l; if)'t~ it "IT'1- if)"r l1cf<"i<f !f@ 
~r f'1; ~ lfIfcrT<t' if)"['f it '1@ 'l;H 1:T~' 
~ ~ ~q" 'l'rfR ~ ~ if@ 1:Tif)"CIl ~ I 

<r<mr ~ if; 'I'~it ~ ~ i!>Tt ~ 
~U i!>Ti lTf'I'ffi-~ m:<f.R '1if)" 
~I<fm i!;m ~rmr it 'fiq" ~T ~tTl," 
'3"l" <it fm it ~ i!;ifu;;r 'i~ ~i 
;nf# I 

'1'«" 1l U:1:T 'f;rr~ <n: mar ~ f",-.r 
<n: 5f'Tzr: ;,rorr 'ffii;ft"iT 'if~i 't o;;q;f 
forqrz lI'R" f'P"q. ~ ;qR ~" ~ 
~1M: ;,',,11; m ~' if)"~ ~ I ...-r ~ 
;r if)"~ ~ fiI; ~ ~m 'ff'1f ;;-@ ~ f;iwn: 
~;fT '7'lK[ ~':f ~T t ~ 'F!T'1f <ftfu"-
fl<!;", 'fliT'll" 'FT 'qi''IT f~ ~I;i it m 
it ~ I 1f,1''Rr if,: 4'if:;;;i'c: 'PT f;j"fj e;:ft<m" 
<it Qrf.r 'TIll" crT '1@ ~ I ~'d"1I; ~if"!i 

;r ~'i' \'fr., Ofrff 'iJ' ~ 1f,~r ~ I \fof; <mr 
crT lfQ <r.(fr ~ fu ~ 'If-17fr ;TIP: ~~ 
'1ft 'oiT'f"Gr ~ Qr WIT "ii1'r 'ifff0 I 

~ft <mr <rn: 1f,~ ~ f'f. ~;nfuJ 
~iR~ <iT ~ 6ft"" ~ ~ 
f'f. '-lfi; f ~1 ~ ~ f.!; 'f.<'Ii q'tfuk'f,Of 
'fTif 1f,T 'lf~T fum 'iJ',<l \'fT ~-1j; ~. 

'1ft <:'f>'l ;,'" 'fTCf <it if.f 1f,f WI"Ii't ~ 
~T f;i'''if>T i 'fT~ ~ f'f. ~iTT fum 'iJ'r<i' I 
a')-"ft Ofr<r 'iJ"irR ~ if)"~r ~ f'I; ,,;<r m 
~\T ~ <i .. ~ ~ ~T m ~ fs~ 
~T 3il'1r. 'frf~<T <r.fGil'i ~ it' f<r. 
qmt-'f.<'/i 'l1eT1f,T 'li"!t-,.;<i!t ~r 't ~ 
Rzrr ~ 'l'R ~cr;;'( ~ fom ~ I lfll: <mr 
~.f ~1:T fu<i' ~r ~ fif> ;;ft ~ ~ 
~ qi?: if F,,' 'ifif; IT <R'i;r<r 'frlf T;;it 
olm f+f~ ~, ;;.r1j; ~ if ~if 00 
~Nr ~) 'I'ffiT 1f,{Cfr ~ fif; ~~ 'ii<'lt 
'fi"'ll" f+f<f'f.T ;;.r1j; .mr ~, ~1:Tr & if 
~.f 'ini' I 'Ii,:q;ir ~ ;qR <mf'if ~ 
m'!><: if « l!~ <reT ~T ~ fit;" a~ 
~ ~ 'ff'1f ~T \;'fi'ffI ~ I *;; 1l;'F ;mr 
~. '-'iH 'F0f ~(ff ~ I Bi~ ~ ~. -q-

ll't{~if;~'fi';q;:fr<it~ 

¢~ ~ fif; ~ lTf -Tmfir<'f 'f;T'f 

11; f<;pf <im ~ ~ ~ ~ ~m ~ ~ 
'Ii"'Vft <it ~ 1ft ~ ~ 'frf0 
fif; <fi?: 'f1fufc!f;<'f <rrth.r <iT ~ ~ ~ t 
~1f,,, 'fTCf;;r <it ~ ~ ~, ~~;r 

~ if)") ~ i!;<RnT ~1 ~ 'f,%<J I 
lfll: ;v.::mr if)"r 'f;T'f ~ ~'1Af fif; f'f.-:r m:1 
<iT ~ ~r 'iJ'I<l $ f.f;" <it Of WIT 
'li'r<l I a.tr ~r ff; m 1:1"1 'f;if ~q 
11; ~ it 'f;T'f 'R ~i?:r ~ w,"{ ~. m 
;;@ ~ ~ ~ 'I","{ Ff;<:r 'fIef <it ~T 
ron- ">Mf 'fi%:<i' 'l'R f.f;,r 'liT ;;-\ff fum 
"WIT 'frf,¢ I "S:'T 'fffif li" ,,;mm ~ 
fif;'3'fifi't~ ~':fmJ;.~ ~~~ 
~;o;rRm:~~'~if~~ 
~ f.l; ~ f<:rr ;;fj~, <f,l'oRr r.'{i ~ 'if'RiT 

~, ~ff,,", 'l'{r~, 'ni~ ~ ~ I 

~if ~<:T ~" if U:'fi iller ~ 'n?'fT 
~~ 1~if)"(Tf<r.'f.i":~<it'lfq<:,To:iT­

f~ '1l'ir.r 'liT ~ 'fT ~n:~;;r 

~~;;ft~~ 'fT<"mT ~ "'lor.' 1ft 
~ ~m;; ~r 'frf0 f'i; W, ~ ~fer<l; 
~ Of~, ~ ~<r<.~~~ '1ft ;[TR'l <r.<:'I; 
~ lfT K;;-r ~'Fr ~1'lN Of ~ I ~\;;it; ;;"N 

.:;r <:rr'1 :a-;;- 'fi~if1'll" iJ * ~T ~ 'fWI't 
~ f't; ~ 1:1"tqfufiCif)" <ic.f mq; 1:1"1-
mm m ~ ~ ~ f'f,Jr;f1 if; 
f<:nl- ~, ~ ...mrn ~ ftW ~ 
~r ~ ~ fu'<i' ,hIT ?lOfT ;f'F Q1<rr, 
~~ 1!;f ;ro \;~t ~r ~ffiT ~ I tf "'~ 
~ f'P lfR ~m ;pl'qRi t, ~~ <!i~ 
.rmT ~i <f<:rr ~ ~,"{ ~ q-'JT ~~ 
'PIll' if)"{if crt ",1M: ~ if ~ ~~ 
~ I f;M ~ ~ ~oo ~ if ~ n 0 

ii ~ ~ iTR 'Ii'~ f<r.ll'T ~ ~i"{ ;;f~ 
~ i/~-~ mr ~ G1H ~1'f': 
<ilJr ~ ;rttrr ~ ;qR if ~ <:~ ~~ ~,'I;r,;: 
1fi1Tt m. vi' ifft'F ~n<if 11'. "IT.-'?o1 If.<: 
<'I1<rr ~ <f<:rr M ¥i', ~f ~,,~ t ~,~: lTr 
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[>.fT '!~] 
~ ifiV\'T ~ I ~ ~T ~ Q:ffl ~ I 
~ m ~ fit; 00 if;;rl"l><: ~ lII'1-fI'sr<m: 
~ ~'I1Cf~, w-ft qr~ iIm ~ 
~~~TiIm~~ fit;~~ 
fuli' iflli-'flfT 'IiJlf ~ ~ ~ rn ~ 
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Shri Kalika Singh (Azamgarh): Sir,. 
a company is a body corporate and in 
that sense has a juridical personality. 
According to the General Clauses Act,. 
a company is a person. It is the duty 
of the Government to regulate the be-
haviour of persons and for that, there 
are difl'erent statutes, like the Indian 
Penal Code, the Contract Act, the' 
Transfer of Property Act, etc., enact-
ed both by the Central and State Gov-
ernments, which regulate the relation-
lIhip between person and person. 

When a company i8 tormed. th.· 
essential requisite is that there must 
be a memorandum of association and 
articles of association. Articles of 
association are the terms of the con-
tract between the company and the· 
individual members and between one 
member and other members. The 
8irectors of the company are trustees. 
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on behalf of the shareholders and 
they keep the property of the company 
in trw<t for the members and also for 
the public at large. I say public at 
large, because when a person behaves 
improperly in relation to some busi-
ness or in relation to something in 
which the public is interested, in that 
case, it becomes the duty of Govern-
ment to intervene and see that he 
does not behave in an improper 
manner. 

The opposition has tried to say that 
the Companies Act is an interference 
in the working of the joint-stock com-
panies, or the body corporate. But if 
we go through the provisions of the 
main Companies Act Or this amend-
ing Bill, We find the provisions are 
merely regulatory. Nowhere we find 
stringent provisions which prohibit 
the functioning of the company in such 
a way that one could say that the 
Government's policy is that the busi-
ness should not be run in a proper 
and smooth manner. 

I will now take up .ome of the pro-
vision. which are incorporated in this 
amending Bill and point out how they 
are absolutely necessary. There were 
some comments about the special au-
ditor, provided in clause 70, which 
8eeks to add a new section 233A to the 
Companie. Act. According to thet a 
special auditor will be appoinied 
under certain contingencies, viz., 

"(a) ...... the affairs of any COIll-
pany are not being managed in ac-
cordance with sound busines. prin-
ciples or prudent commercial prac-
tices; or 

(b) .... any company is being 
managed in a manner likely w 
eause serious injury or damage to 
the interests of the trade, industry 
or business to which it pertains; or 

(C) •.•.• the financial position of 
any company is such as to ~danger 
its 9Olvertcy.w 

About the ~l auditor, Shri Masani 
aid, he was a mere auditor, and if h. 
was a mere auditor then I have noth-
.. to 1181' about what ShrI Muanl 

said. But, as the hon. Minister point-
ed out yesterday in his opening 
speech, the special auditor is really an 
investigation officer. It is only When 
the Government find that a company 
is not working properly, or the affairs 
of the company are not managed in 
accordance with sound business princi-
ples, it is only in that contingency 
that Government, after being fully 
satisfied that not an ordinary auditor 
but special auditor is required, it ap-
points a special auditor. The moment 
a special audior is appointed the con-
sequences will naturally follow. What 
the hon. Member said yesterday was 
that if a special auditor is appointed 
the business will suffer, it will have a 
bad name and persons who are con-
nected with that company, creditors 
and so many other persons, will lose 
confidence in that company. I think 
that ought to be the position. After all, 
ours is a democratically elected Gov-
ernment of the people and it could not 
be said thet ours is a bureaucratic 
Govcrnment. It has been elected by 
the people who are also the share-
holders of those companies. So, if 
Government intervenes and appoints 
a special auditor, I think it will be in 
the interest of the public at large. If 
some of the companies are running 
very badly, Government can and 
should take notice of it and appoint a 
special auditor, who has to go through 
the accounts very closely and submit 
a report to the Government, and the 
Government, after going through that 
report, can take such action as they 
deem fit. Therefore, that objection 
about special audit is n~t at all valid. 

Then, much was said about contri-
butions to political parties. This is • 
very good provision that has been 
made after such a long time. We have 
been running this ~vemment for the 
last 12 or III years and there have been 
whispers among the people that this 
party or that party has taken so much 
from this concern or that concern. I 
do not mean to say that the ruling 
party only has received it. It the rul-
ing party gets some contribution from 
these business coneerns,what do they 
do! They enter it in the account 
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[Shri Kalika Singh] 
books and try to take advantage out 
of it and pUblicise it. That is all. But 
more funds go to parties which black-
mail these business houses themselves 
-communist parties and socialist 
parties and others also take money 
unaccounted for from these business 
houses. 

An hon. Member: Can you point out 
'a specific inS'tance? 

Shri Kalika Singh: I can point out. 
In my district of Azamgarh there was 
-fI communal riot. I am not going to 
mention the concerns which made this 
political contribution. A very respon-
sible member of a very responsible 
political party went there, took up the 
case of these people and collected 
Rs. 2,000 and went away, just say-
ing .... 

An hon. Member: Which pOlitical 
party was it? 

Shrl Kalika Singh: I will not men-
tion the political party here because I 
do not think it will be in the public 
interest. But if you come to me I 
will give you the name of the pa~ty, 
name of the person name of the com-
pany, everything.' That gentleman 
collected the money and went from 
place to place, from Lucknow to 
Delhi, but he could not do anything. 
That contribution did not go to the 
rulhlg party, it went to the opposition 
party. I know of instances where big 
busin'essmen and big capitalists patro-
nise political parties which are oppos-
ed to the ruling party for their own 
inter ... ts. 

An hon. Member: You get some con-
solation by that, I suppose. 

Shri Kalika Singh: No, there is no 
question of any consolation. Contri-
butions have been taken by political 
parties in the past, be it Congress, 
Socialist or Communist. But finances 
were collected in a wrong way. There-
fore, in this amending Bill a very good 
provision has been made that if a con-
tribution is made to any political 

party, be it Congress, SocialiS't or 
Communist, it should be entered in 
their accounts. What is bad in that? 

In the USA, I read it in the 
American Reporter the other day, 
there is a limit to the contribution8 
made to political parties. In the USA 
a concern can make a contribution to 
a political party, which is legalised 
there, but a limit is put there of 
$20,000. There is provision made in 
the Bill that these contributions 
should be accounted for, which, I think 
is 'a good thing. Then that balance 
sheet is open to inspection by every-
body, and no party can, if it receives 
con tributions from companies, keep it 
a secret. It will run the risk of 
becoming unpopular when it goes to 
the electors, who will know which 
party has taken how much from which 
concerns. So, that provision will be 
to the advantage or disadvantage of 
all the parties. The law makes it very 
clear that whatever contributions are 
made must be accounted for and 
should be mentioned in the balance 
sheet. So, there can be nO whispering 
campaigns about it. Contributions as 
such are nat bad. 

Shri Tyagi (Debra Dun): It is quite 
all right so long as you are in power. 
But, I am afraid, you will have to 
regret when others come into power 
and they get it. 

Shri Kalika Singh: I hope you are 
more in power than myself. 

Shri Surendranath Dwivedy: He 
comes from a double-member con&ti-
tuency or what? 

8hri Kalika Singh: I think this is a 
good provision. My only suggestio. 
is that if the hon. Minister puts i. 
some limit, saying that the contribu-
tion by a company to a politiCIIII party 
in the year should not exceed a parti-
cular sum, it would be a good thing. 
Otherwise, it may happen that after 
some years some concern may give 
very huge arnount8 to some political 
parties. So, after gaining SOIm! 
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experience, if a limit is put ot 
Rs. 20,000, Rs. 50,000 or Rs. 1 lakh that 
would be a very good thing. 

Then I have to make some sugges-
tions on the other provisions of this 
legislation. By clause 25 you are 
amending section 84 of the principal 
Act. Under that, if an original certi-
Bcate is lost, a duplicate will be 
issued. But if a company issuing the 
duplicate is found to be tradulent, a 
punishment will follow. The provi-
ldon is: 

.. (2) A certificate may be renewed 
or a duplicate of a certificate may be 
issued if such certificate-

(a) is proved to have been lost or 
destroyed, or 

(b) having been defaced or muti-
la ted Or torn is surrendered to the 
company." 

"(3) If a company with intent to 
defraud renews a certificate or 
issues a duplica Ie thereof, the com-
pany shall be punishable with fine 
which may extend to ten thousand 
rupees and every officer of the com-
pany who is in dafault shall be puni-
shable with imprisonment for a term 
which may extend to six months, or 
with fine which may extend to ten 
thousand rupees, or with both." 

This is a very stringent proviSiOn, 
must say. Previously there was no 
criminal liability for it. There was 
then a provision about indemnity, and 
if a shareholder indemnified Q com-
pany about damages that may tollow 
as a consequence, a new certificate 
was issued. There are so many per-
sons who hold zamindari bonds, State 
Government bonds end so many oth"r 
bonds. Many of them are lost; they 
are published in the gazette and dup-
licates are issued. This means only 
some additional office work. If some-
body says that he has lost his share 
certificate and supports it by an afll-
clavit a duplicate is normally issued. 
Now, even if a shareholder who has 
genuinely lost his certificate applies 
1282 (Ai) L.S.D.~. 

for a duplicate, the company would 
say: "No, no, we would take about 
six Or eight months to enquire; we 
shall advertise in all the papers and 
after all these formalities issue a 
duplicate, for otherwise we might 
some into trouble." This is too much 
of an interference and I suggest that 
this provision may be modified. 

Then I come to clause 114 which 
seeks to amend section 314. It is said 
that except with the previous consent 
accorded by a special resolution, no 
director of a company shall hold any 
office or place of profit carrying a total 
monthly remuneration of five hundred 
rupees or more. The remuneration of 
five hundred rupees or more as been 
newly added. Clause (lA) which is 
now being sought to be added reads: 

"Nothing in sub-section (1) shall 
apply where a relative of a director 
or a firm in which such relative is 
a partner holds any office Or place of 
profit under the company or a sub-
sidiary thereof having been appoint-
ed to such office or place before 
such director becomes a director of 
the company." 

I think this provision ought not to 
be here, because if a relative enters 
first and then later on the director 
comes, it comes to the same thing. 
These are a few suggestions which I 
have to make and if I get an oppGrtu-
nity to speak during the clause by 
clause consideration stage, I shall 
clarify some other points as well. 

Shri P. K. Deo (Kalahandi): Mr. 
Chairman, Sir. the frequency with 
which the company law in this coun_ 
try is passed and is amended from 
time to time leads many to wonder 
whether the people comprising the 
Government and the legislature are 
capable of foreseeing what would hap-
pen in the coursa of two years. The 
company law was for the first time 
overhauled in 1955 and the new law 
came into force in 1956. Though there 
has been no major change in the 
policy regarding the company law 
administration, just immediately after 
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[Shri P. K. Deo] 
one year, that is in 1957, the necessity 
to amend the Act of 1956 was felt and 
a committee was appointed to go into 
this question of amending the Act of 
1956. It was only last year they sub-
mitted the report and on the basis of 
the report in 1959 this amending Bill 
has been introduced in this House and 
in 1960 it has emerged from the Joint 
Committee with some very nice 
amendments. Some of the provisions 
that have been introduced in the Bill 
as it has emerged from the Joint Com-
mittee, like the scedal audit, are very 
good and I WE: cOJ" - them. Without 
going in to the detaib of the whole 
questOon, I beg to submit that so far 
there has been nO clear thinking on 
the subject of company law adminis_ 
tration or on the working of the com-
pany law. Instead of having this 
piecemeal amending legislation, there 
should have been a comprehensive 
company law to be codified at the 
earliest opportunity. 

Sir, we have seen that in a country 
like ours with a b"ckward economy, 
where capital is Vel:/ shy and the 
outlook is orthodox, a defective com-
pany law does not help the proper 
grown, of joint stock enterprise or 
capitn: i3rmation on a joint or co-
operative basis. So, We should have 
a foolproof company law where the 
interests of the small investors and 
shareholders would be properly safe.. 
guarded. 

14.38 hnI. 

[MR. DEPUTY SPEAKDI in the Chair] 

We see that in this country the eco-
nomic power is concentrated in the 
hands of a few business houses and at 
the same time we see that hundreds 
of fraudulent companies grow like 
mushrooms and have premature deaths 
leaving the shareholders to their own 
fate. At the same time we see that 
in' the post-independent period there 
~ve been several cases of upstarts 
.with absolutely no financial or bu.i-
Jiess background shooting up overnight 

and prospering under the patronage at 
the ruling party However, an attempt 
has been made in this amending Bill 
to provide for more governmental in-
terference in the affairs of the com.. 
pany as is evidenced by the provision 
for special audit etc. A the same time 
I would like to point out that mere 
provision in the Act does not help; it 
all depends on how it is actually ad-
ministered. Lately we have seen the 
clear example of the failure of autho-
rity in realising their responsibility at 
the closure of the Palai Central Bank. 
So, mere inclusion of government 
power in the Act does not help in the 
matter; it should be properly adminis-
tered. Rather we find this increasing 
scope of bureacratic interference, at 
times, leads to state capitalism. I do 
not say that state capitalism is a bad 
thing. It is a good thing provided it 
is properly worked. There are SO many 
government companies. Also one or 
two previous speakers spoke about the 
government companies. I do not think 
the Minister of Commerce and Indus-
try would boast that conditions are 
absolutely ideal and they do not need 
any improvement. The conditions of 
the workers have to be improved. So 
many other things have to be looked 
after. At the same time, we find that 
small private companies also control 
the working of large public limited 
companies in the shape of managing 
agents. They are able to do it either 
by jugglery of interpretation of the 
existing Companies Act or by hook or 
crook. I would like to ask if this 
amending Bill has all the provisions 
so as to plug all the loopholes, that 
are found in the working of the com-
panies Act. 

We also find often that even though 
instances of violation of the provisions 
of the Company law, mis-utilisation, 
mis..appropriation of public money and 
malafide of managing agents have been 
proved to the hilt, no action could be 
taken by the Company Law Admin!8-
tration. They plead their complete 
inability to deal with such mattera. 
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They never come to the rescue o~ ijle .-
shareholders. I personally feel that 
this Company law Administration 
office is just an ineffective glorified 
/office. We thought there would be 
effective provisions in' the amending 
BilI for the proper functioning of the 
Compahy Law Administration. But, 
this amending Bill has completely be-
lied all our expectations. .' 

1 do not like to misuse my"privilege 
But, I feel it my duty that I should 
point out the nefarious and dubious 
deals of B. Patnaik & Co., managing 
agents of the Orissa Textile Mills and 
Kalinga Tubes and other Kalinga con-
cerns. As final decision has been 
taken by the Company Law Adminis-
tration regarding their working, there 
is no harm even if I coromen t on their 
finding. Mr. Davar, Chartered Ac-
countant, appointed by the Govern-
ment of India. Company Law Adminis-
tration submitted a lengthy report 
pointing out the various contraventions 
of the provisions of the Company law, 
misappropria tion of public funds, mis_ 
utilisation of stall' provident fund and 
malafides and other serious charges 
against the managing agents. They 
have also cited various instances where 
responsibility, nay criminal liability 
for the colossal loss of RlI. 43 lakhs 
could be squarely placed on the 
shoulders of the managing agents. 
Prior to this report, the Director 
of Industries, Government of Orissa, 
submitted a report and· attri-
buted a loss of ·mflre· than 
Rs. 1 crore to the negligence and mala 
fides of this managing agent. This is a 
sordid state of affairs. But we are 110 
sorry to find that. the mantle of pro-
tection was throMt to . safeguard the 
interests of this managing agent. The 
Company law Administration, in their 
report, said ''no action is considered 
necessary." In the course of the 
debate in,tbe last Budget session, while 
taking. part in the discussion on the 
Demands for the Commerce and Indus-
try Ministry, I pointed out these varl_ 
Ol1B -irre~arities and illegalities com.. 
mitted by the.managing agent'jlIldthe 
hon. Minister for CommerCe and 
Industry promised to look into the 

matter. Members of Parliament froJa 
Orissa, irrespective of political 
affiliations, met the Minister ill 
deputation. The Orissa Govern-
ment which holds substantial 
shares in the Orissa Textile Mills and 
other sister concerns of Patnall< and 
Co and have given financial aid in 
various shapes, also protested against 
the continuation of the managmg 
agency. So also the Maharashtra Gov-
ernment, because the Maharashtra 
Government also had some substan-
tial shares; so also the L.I.C. and 
other sharesholders. But, to the 
surprise of everybody, the managing 
agency which expired on 15th 01. 
August, 1960 was renewed for reasona 
unknown 

Shri Kannngo: Were not all these 
points . pia~ed before the Commission 
and considered by it. 

Shri P. K. Deo: All these poinb 
must have been considered by the 
Commission and the hon. Minister ill 
in .. hetter possession of facts.· He can 
enlighen the House later on the sub. 
ject. At the same time, f~om the 
affidavit filed by the shareholders and 
the GovernJll<:nt of Orissa, we find that 
an influential member of the Com-
pany Law Advisory Commission is in 
the. employment of B. Patnaik & Co. 
as Audjtor of the Kalinga Tubes which 
is a sister concern of Patnaik & Co. 
If it is not a fact, I want a categorial 
reply from the Miniljter that I am 
stating falsehOOd here. 

Shri Kannngo: As thrs is a reflec-
tion on a Member of the CoMmission, 
I may be permitted to say that no 
Member of the Commission is employ-
ed by anybody. If, Iii a prof-essional 
capacity; anybody gives professional 
service, that·is not considered as em. 
ployment.. '. 

shri P.I. »eo: I do not agree to 
that view. I. fully associate myself 
with. 'the view of Shri Asoka Mehta 
that . this Commission should be a 
sta:tut,JI'Y body, and...... . 

Shri Kuiimjfo:' It is a statutory 
body. . 
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Sbrl P. K. Deo: 
should be of the 
Court Judges. 

The members 
calibre of High 

Shri Kanun~o: There :is a High 
Court Judge as Chairman. 

Shri P. K. Deo: They should not 
have any dealings with any company 
In which they are interested or whose 
fate they are going to decide. Whe-
ther their association is in their pro-
fessional capacity or in their social 
capacity, it is all immaterial to me. 

Lastly, I would like to associate my_ 
.elf with the Members of the Opposi-
tion that contribution to political 
parties should be prohibited by legis-
lation. What is a joint stock com-
pany. It is an association which is 
formed by the shareholders of differ_ 
ent political and ideological persua-
sions, coming together for a common 
business venture. The purpose for-
which a company is formed is clearly 
stated in the memorandum of associa-
tion. I do not think any memoran_ 
dum of association of a company has 
mentioned that a certain percentage 
of the profit or a certain percentage 
of the assets is going to be paid for 
the promotion of any political party. 
It was never the part of the business 
of a company to subscribe funds to 
any political party. The argument 
placed by some friends il, the Trea-
sury benches is that a company could 
contribute to any political party by 
passing a special resolution. The poli-
tical parties may raise funds by ap-
proaching the various shareholders in 
their individual capacity, and we do 
not object if they pay, but asking a 
company to contribute to a political 
party is absolutely wrong. If we 
stretch that argument further, we can 
lay that a company can pass a reso_ 
lution that all the votes of the share-
holders should go to the Congress 
Party. I do not think a resolution of 
this type can be passed by any com-
pany. So, it is absolutely wrong to 
_y that a company by getting a re-
8Olution carried by brute majority can 

decide that the funds of the company 
should go to a particular political 
P27tj'. 

My hon. friend Shri H. N. Mukerjee 
referr ed to the annual report of 
the Tata Iron and Steel Co, where 
they haVe mentioned that more than 
Rs. 10 lakhs were contributed to the 
Congress Party in the 1957 election. 
We find that some companies are 
straig;,t-Iorward, have the boldness 
to publish this party contribution in 
their IInnual report, but there are 
several others who pay this contribu-
tion by b~ckdoor methods and try to 
adjust this payment by maintaining 
duplicate accounts or by resorting to 
various dubious n:cthods. VI'hile 
making the p~yment it is but natural 
for them to expect some favour. To 
say that these payments are made 
without any obligation is absolutely 
wrong. My hon. friend, Shri H. N. 
Mukerjee, has ably dealt with this 
matter, and quoted from the historic 
judgment of Justice Chagla who said 
"this evil was likely to strangle demo-
cracy in its cardle." 

The sapling of democracy has yet 
to take firm roots in this country, and 
if economic or money power is going 
to dictate the pools, then only God can 
save democracy in this country. I 
appeal to all the Members of the 
House not to be a party to a decision 
·by which companies are asked to pay 
to a political party and be the laugh-
ing stock of the whole nation. 

Mr. Deputy-Speaker: Shri Khadll-
kar. I will request hon. Members to 
restrict their remarks to 15 minutes. 
Things have changed overnight. 

Sbri Kbadilkar (Ahmednagar): The 
Bill to amend the Company Act of 
1956 has not come too late. A pre-
vious speaker said that when we were 
dealing with legislation regardinl 
corporate enterprise, we should take a 
little longer time and give more seri-
ous thought to it. But I submit that 
this legislation has to keep pace with 
the changing world of business in this 
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country, and take note of the social 
and economic objectives that have been 
placed before us; it should see whether 
the business world in this country ill 
falling in line with those objectives, 
or by some method, trying to thwart 
the national effort. 

I wecome the Bill so far as it goes, 
but I consider that it does not go far 
enough. When the Act was first pas_ 
sed in 1956 fears were expressed that 
it might adversely affect the develop-
ment of corporate enterprise in this 
country, but if we look at the report 
we find that particularly since the be-
ginning of the Second Plan, the field 
of private enterprise has been expand-
ing faster. Today, the total invest-
ment in this field is Rs. 1500 crores or 
so, and the total number of register-
ed companies is about 30,000. This 
clearly proves that with the develop-
ment effort private enterprise is get-
ting greater scope for expansion, and 
perhaps in the long run they will have 
a greater grip on our economy than 
desirable. 

The reason for this legislation is 
clear from the Sastri Committee Re-
port; it is much more clear from the 
Company Law Administration's Re-
port for 1959. Many people who are 
defenders of private enterprise have 
said here that by bringing forward 
this Bill and making certain provisions 
we are encroaching on the freedom 
of private enterprise. There are quite 
a few who would like to take up the 
same position as Shri Masani, but they 
do not have his courage of con-
viction to state that this is an enroach.-
ment and that it must be fought out I 
therefore welcome the stand o!. Shri 
Masani and congratulate him. But 
what is it that he is defending, what 
sort of world? 

We have got all sorts of political 
animals in this country having differ-
ent labels, but in this changing world 
of Indian finance or private enterprise, 
we have different types of business 
animals, i1 I may use that expression. 
If we glance through this report and 
consider the number of prosecutions 

that took place and the number of 
convictions that resulted, we will know 
how far they are correct in pleadin, 
that everything is being done accord.. 
ing to law, that there are no mal-
practices and no necessity of ~egisla­
tion to regulate private enterprise in 
this country. For instance, I might 
just quote from The Third Annual 
Report on the Working and Adminis-
tion of the Companies Act, 1956. At 
page 70 of this report, We find: 

''During the last three years, the 
Department had instituted and 
dirested 5,110 cases against oom-
panies and their officer, out of 
of which 3,500 cases resulted in 
conviction of the accused.". 

This clearly proves how the law ill 
being respected by that honoured 
commercial community in this counC 

try, or the people who are opera tin, 
in the field of private enterprise. 

Mr. Deputy-Speaker: If all this 
world were a jungle, and all of us 
were animals, how did these honour-
able businessmen crop up? 

Shrl Khadilkar: I was just men-
tioning that people style us as political 
animals. So, if I were to use the same 
analogy and say that there are some 
business animals, and there is a cer-
tain amount of warfare of the jungle 
going on between them, as I shall 
presentlY point out, I would not be far 
wrong. But, leaving this aside, i1 we 
take the figures for 1958-59, we find 
that a total of 1,308 prosecutions 
were launched for violation of the 
provisions of the Act. This clearlY 
proves that all sorts of methods, sub-
terfuges and tricks are used day in 
and 'day out by private enterprise 
with a view to make profits. This Ie 
a very dangerous phenomenon from 
one point of view. 

I dO not maintain for a minute that 
there should be no private enterprille 
in this country I think that it has its 
its useful place in our economy as a 



929 Companies . NOVf:MaER 17, 1900 ,(4mendment) Bi!! 

[Shri, Khadilkarl 
component of our.economy. But it 
must be clearly 'understood that that 
component part' of out economy must 
function within certain regulations. It 
must be disciplined, in a way conso-
naut with out. national or social objec-
tiv.,. But I know of sevaral companies 
and their managements, and of how 
the Company Law AdministratiDn-had 
to investigate into their affairs:. I do 
not want to name them. But I would 
like to ment:on one particular 'name, 
which has been mentioned in the re-
port, ma~ng .. a special exception 

At page 73, in para 127 of the 
annual report,' we find: 

"As a matter of topical inte-
rest it may be mentioned that 
the number of prosecutions 
launched during the year against 
companies belonging to the' Mun-
dhra Group and the. officers. of 
those companies was 66. InclutJ-
ing the 7 pending cases of the pre-
vious year against this group of 
companies, in all 73 cases. were 
instituted by the AdministratlQnin 
the various courts of law; .out of 
these, 64 cases ended if, conviction 
and the other 9 were pending in 
the courts at the end of the year. 
Thus, during the la,t two years 
since the affairs of the Mundhra 
Group ,of, companies came under 
public notice, 108 prosecutions 
were instituted ag·ainst the com-
panies and officers of this Group 
in various courts of law., Out of 
these 68 casese were against· the 
officers and director.; of companies 
belonging to the group' and 40 
cases against the companies thElUl-
selves. All the 99 cases disposed 
of during the last two years end-
ed in the convictions of the com-
panies or their officers .... 

This group came into notoriety or 
into the limeMght because of some 
accident which We se~ ~ccasionallY 
taking place in the financial. world 
and some enquiries were. insHtuted. 
But what is the fate of Mr. Mundhra, 
while 99 others had to b· convicted? 

I ·Ie!l= on good authority that today 
~1r. Mundhra is a1 large, and he has 
made quite a few millions very re-
cently. So, after all thb rigid appli-
cation of the rules by the Department, 
there are people in the business world 
and in the field of private enterprise 
who still haVe enough scope to have 
their adventures, irrespective of whe-
ther they benefit the community or 
the shareholders Or those who came 
forward and stake their money, with 
a view to gain some iiividends. This 
i.; a very important factor which must 
be borne in mind 'at this junctu.e. 

On:ly 'yesterday,' I was discussing 
with· my hon. lriend Shri Asoka Mehta 
as ~o·hew many of us really knew 
what th:is·· business world of private 
en~rptise-·was, how companie5 were 
being managed, and how certain deals 
took plaCe about which very few of 
us knew any;thing. It is only as a 
result of what little comes to light 
sometimes, and that too because of 
the Government adminisfra:tion, that 
we feel ,that something ought to be 
done to protect the poor shareholders 
about whom co much was talked 
about, such as his freedom and other 
things, by my hon. friend Shri M. R. 
Masaru.·' He was saying that these 
compaines were functioning democra-
tically. But if We look at their 
management, We find that a few indi-
viduals in a company are dominating 
the whole thing. They administer not 
6nly 'one company but several com-
panies which are inter_linked. Thill!, 
a situation ha, developed in this coun-
try wherein only half a dozen busi-
ness-houses can promote a company 
and start a new business. The smal-
ler people with very little capital at 
their back have .0 field, unless they 
associate themselves wirth some big 
and established entrepreneur. There-
fore, wi,th a view to giving greater 
protection to the smaller investors who 
ought to be encouraged more and more 
to invest, in order to encourage the 
saving habit and get some return out 
of it, every measure should be taken 
to protect their interests, and they 
should not be left at the mercy of 
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the so-called democracy which We are 
told i3 prevailing in the sphere of 
company affairs. This must be clearly 
understood, if we are to understand 
an)'lhing out of this annual report. 
I do not want to touch the other as-
pects of this report, but I would just 
make a brief reference to certain 
paints. 

Looking to this experience, I expect-
ed that certain further steps would 
be taken. The first meajure which 
lVa placed before us had as its objec-
tive the gradual elimination of the 
managing agency system. I thought 
it would be brought nearer. But so 
far, it has not been brought nearer 
at all by this Act, I thought also that 
the myth of private and public com-
panies, would be done away with, and 
all of them would be brought within 
the purview of this Act, and only 
genuine private companies which the 
Company Law Administration finds 
are genuinely private concerns and 
have no inter-linking, would be exem-
pted. But We find in this country 
today that a few private limited con-
cerns are dominating the business 
world particularly in regard to finan-
cial control. In Britain, only such 
companies as are genuienly private 
companies are excluded from the pur-
Tiew of the Act. The same thing 
ought to have been done by this legis-
lation also, but I find that that hall 
not been done. 

Then, there are certain restrictions 
placed on the transfer of shares. 
They are good as far as they go, but a 
new evIl Is cropping up, and I would 
personally appeal to the hon. Minister 
of Commerce and Industry to look 
into this. hWat Is this evil. We have 
recently seen on our side, particularly 
on the Bombay side, that new com-
panies are formed, prospectuses are 
issued, and it there is a foreign col-
laborator, a big advertisement Is is-
sued, and subscriptions are invited, 
and sometimes, the invited capital is 
over-subscribed. I know of one such 
concern with foreign collaboration, 
where the capitaJ. was over-subscribed 

to the tune of eighty times. A huge 
amount was used b), the promoters 
and they earned. a few Jakhs -by way 
of interest. After three months, when 
they decided to allot the shares of 
this company, they did not allot them 
to people who had applied for 50, 60 
Or 70 sohares-each .hare was of 
Rs. 100-but they had full discretion 
to allot them to the higher bracket 
people who had applied for 100 shares 
and more. The result was that before 
the allotment took place, the market 
value, the speculative value, of the 
share was mOre than 2! times the 
original value. So the promoters took 
advantage of it and reaped the highest 
benefit out of it. 

I made enquiries as to how to ob-
viate this evil. Thio is not a case of 
only one concern. There is another, 
a big rayon concern On our side. The 
same trick has been played there with 
big names being associated. with it. 

Mr. Deputy-Speaker: Are aU of 
them on the hon. Member's side? 

Shri Khadilkar: I have seen it from 
Bombay reports. These two concerns 
were promoted from Bombay. There. 
fore, I know first-hand about them 
From this report, it seems that Cal_ 
cutta is worse. I do not want to quote 
it, but in the report it is mentioned 
that SO far as companies' afIairs are 
concerned, there is greater concentra-
tion and malpractices are much more 
rampant in Calcutta than in Bombay. 
But I am saying that this is a new 
thing. 

An. Holl. Member: Comparisons are 
odious. 

Shri KhadiIkar: In this rayon COIl-
cern, the share value was raised three 
times. I asked a freind of mine who 
was operating in this field, but who 
has a litUe conscience, as to what is 
the remedy fOr this state of .!fairs. 
It I apply for a share, my money i! 
blocked up for three months. Then I 
am told that the allotment is not there. 
On the Stock Exchange, the share is 
quoted and moneys are made. The 
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promoteI'll are free to promot another 
concern with foreign collaboration. 
He suggested-and I would like to 
pass on the sugge~tion to the hon. 
Minister-that some sort of restric-
tion on transfer of such newly-formed 
company shares must be imposed; 
otherwise, they are going to take ad-
vantage of the pre3ent situation, parti_ 
cularly the attraction of foreign col-
laboration. Unfortunately, even today 
if there is a foreign collaborator, 
many people with small means come 
forward stipulating to earn a little 
more dividend and put their money. 
ThUg money is locked up, speculation 
take place somewhere else and the 
\tycoons of industry take advantage 
of this position. Some remedy is 
immediately called for for this 
purpose. 

So far as the right to property is 
concerned, yesterday my hon. friend, 
Shri M. R. Masani, made much of the 
sacredness of property. I have also 
read the Constitution. That right is 
certainly there, but it must be viewed 
in the broad context of the social ob-
jectives placed before the country by 
the Constitution. It is not an absolute 
right. So when he was pleading that 
by this legislation we were encroaching 
upon the rights and freedom of pri-
vate enterprise, I think he was living 
in the Victorian era and not in the 
mid-20th century, where the concept 
of private property has undergone a 
big change. It is not laissez faire as 
it once upon a time was, having a 
place of honour in sOCiety. In fact, I 
would like to tell my hon. friend that 
people in the west, particularly the 
economic pundits in America, who are 
seeing round the affiuent society are 
also saying that after looking to the 
adverse results of thia affiuence on 
society as a whoile and the new im-
balance--an affiuent society at one end 
and squalor at the other-that is being 
genera ted, this type of organisation is 
not beneficial either to democracy or 
to property, as we understand it. So *ey are pleading again and again-
and very ably pleading-that this con-

cept of property cannot hold ground 
any longer. It is really unfortunate 
that in this country and in this Howe 
some hon. Member should say that 
thi.; legislation is encroaching upon 
the liberty of the private enterpl'Ule 
people. 

Mr. Deputy-Speaker: The han. 
Member has already taken 20 minutes. 

Sh1'l Khadilkar: I have only two 
more points to urge. This is a technl-
cal subject and henCe takes a longer 
time. 

There is a great hue and cry regartl-
ing independent audit. It has bee. 
ably argued from the other side as 
well as by some MemberJ from tIulI 
side that this is called for because tne 
administration report clearly' ShOWS 
that SO many subterfuges and tricks 
are being used and the provisions are 
by-passed. So the only method to 
bring the culprits to book is by an 
independent audit. Of course, a sec.-
tion of the Press has raised its voice 
against this. Ye~terday, Shri M. R. 
Masani also said something about it 
as the spokeman of private enterprise 
and took serious objection to it. My 
personal feeling is that the only pro-
vision in the new measure which goes 
in some measure to meet the situation 
at least at the present juncture ia 
this provision for lSPecial audit. It 
should be retained. As social pheno-
mena are changing, as social back_ 
ground is changing, as we are chang-
ing fast with development, perhaps 
this legiJlation would be found to be 
far short of the needs of the times and 
Government would have to come for-
ward with a new measure. 

Another point on which many' peo_ 
ple have expressed their dissatisfac-
tion is the one regarding contributions 
to political parties. I am very sorry 
to say that this point has been looked 
at from a party angle. I do not want 
to aCCUSe the Congress Party or the 
Swatantra Party of getting sorne 
money. The iasue should be looked at 
from a higher and mora.l plane, • 
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democratic plane. The question is 
whether in the present situation we 
should invite private enterprise peo-
ple to pay so that ultimately the3e 
people, so to speak, influence the tune 
01 Government directly Or indirectly 
by such contributions. This is one as-
pect. Another is that all political phi-
lOsophers agree that democ, acy as a 
system has within it an element of 
corruption. You cannot eliminate 
corruption. If you want to have de-
mocracy, you pay the price of demo_ 
cracy with its element of <XJme corrup-
tion, favouritism and nepotism here 
and there. Let Us bear th;s also in 
mind. We are an infant democracy. 
Would it be desirable-I would make 
an appeal to the Minister for whom 
every one of Us has got the highest 
regard; he is a man of conscience which 
is very rare in the political field; the 
conscience of everybody in the politi-
cal field become; more elastic, but he 
has kept it up and he tries to act ac-
cordingly-would it be desirable to 
allow corporate finance to make con-
tributions publicly to political funds? 
I say this not because it has been 
brought forward by the Congress 
Party, this party or that party. The 
only question is: would ft be desira-
ble and healthy from the p'oint of 
democratic growth in the country'? 

Reference was made to the fact that 
even the Communists get some money. 
I do not know whether they get it or 
not. But in this world now the time 
has come for a particular ideology 
which is a crusading ideology to show 
courage and say, 'Yes, we take it for 
this particular ideology'. That should 
not be equated with the contributions 
we are allowing private enterprise, 
the big financial houses in the country, 
to make to party funds within the 
framework of our democracy. There.. 
fore, I would say, as Mr. Justice 
Chagla had said, that it is an evil. 
Of course, in political life, we have to 
chOOSe the lesser evil. In political 
life you have to take the lesser evil 
as your guide because there is no ab-
solute gOOd in social and political life 
anywhere. Therefore, I would appeal 

to the han. Minister not to fall a vic-
tim and lower the prestige of the 
party which he represents as a Minis-
ter on the Treasury Benches. 

Mr. Deputy-Speaker: Shri Redia. 
would repeat my request that hon. 
Members now should try to conden3e 
their remarks within 15 minutes. 

Shri Heda (Nizamabad): Mr. De-
puty_Speaker, Sir, this amending Bill 
is very timely because the economic 
climate of our country has improved 
and a greater number of companies are 
coming forward and new issues that 
come up in the shape of new com-
panie3 are being subscribed repidly. 
Just now my hon. friend, Shri Khadil.. 
kar referred to that aspect-though he 
will excuse me if I say with half 
knowledge-that in the issue of new 
capital so many malpractices are 
taking place. I would come to it later 
but .the fact indicates that there is 
greater reception for the new com.-
panies and that new capital is being 
ubscribed in no time. This 13 a good 
situation. The responsibility of the 
Government in regulating the compan-
ies and their actitivities in various 
aspects of administration of company 
law increases and, therefore, this 
amending Bill ha3 come very timely. 

Shri Asoka Mehta yesterday gave 
the impre.;sion that such an important 
Bill is being rushed through. I do not 
kJl<JW why he should have felt that 
this Bill is very much being rushed 
through and that we should have 
taken matters rather easily. 

The House knows that we passed 
the Companies Act in 1956, as it is 
today; and the Sastri Committee was 
appointed on the 15th May, 1957. It 
took about a year to give its report 
and that gave the data for tIili; Bill; 
and tIili; Bill was introduced on the 
1st May, 1959. It was referred to the 
Joint Committee on 6th May, 1959. 
The Committee reported on tQe 12th 
August, 1960. The Joint Committee 
had 27 sittingg and 1Ihere were 64 
memoranda and representatives of 14 
associations gave evidence. All this 
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was very helpful and important. 
Therefore, my impression is mather 
otherwise. I think no leg;s)~tion in 
this Parliament from its very incep-
tion was so sy Aematised as this was 
done. At no stage was there any 
question of rushing through. Rather 
there was a' ~i~tle delay ihere and 
there. Therefore, I feel that this is 
an important legislation that We are 
emba. king upon systema ticaMy and 
that there has been no hurry. 

Government, particularly the hon. 
Minister, took the repre lenta tions 
and evidence so seriously that vari-
ous amendments from the Government 
mde came before the Joint Committee. 
I do not remember exactly the num-
ber of amendments; but they must be 
OVer 200 Or so. They were in such a 
great number and they changed the 
ahape of .the Bill so radically that, 
If you have a look at the original 
Bill that was presented to the House 
and the Bill th~t has emerged from 
the Joint Committee, you will find 
that this is a far bigger step than the 
Itep that was taken first. If we had 
departed from the jrecommendations 
of the Sastri Committee in some res-
pects we do not regret it. We did it 
deliberately after considering the 
pros and cons. 

When such improvement has taken 
place in the country and the economic 
climate has bettered and a greater 
number of companies are coming for-
ward, two different suggestion.. have 
come forward. One is from SOO 
Asoka Mehta and the other ia 
from Shri Masani. Shrj Asoka 
Mehta would like us to have a 
National Investment Corporation. 
His idea seems to be that Gov-
ernment should sponsor this Corpora-
tion; small investors would subscribe 
to it and thereby they will not be put 
to the same difficulties which Shri 
Khadilkar referred to just now. I 
think this would not be the rig'llt step. 
If such a Corporation comes into 
Iteing and Government starts subscrib-
ing to the new issue that would be 
definitely showing a sort of favourtism 

and sharing the issue at its initial 
stage. Let any particular company 
come forward and make good pro-
gress and good profit.; which will be 
reflected in its price in .the Stock 
Exchange and then, as it happens to-
day-as the LIC funds are being in-
veted in public companies.-Ietthem 
subscribe. The investment of the 
LIC funds means that the money of 
the policy holders who are smaller 
men L being invested. If we hav~ 

this organisation as contemporary sort 
of organisation, again, that may not be 
good and it is just possible that after 
some time Shri Asoka Mehta may 
come forward and say that Govern-
ment has so much of powers. He doe3 
not want the subscription to political 
parties by the companies; but he want3 
to give this Corporation into the 
hands of Government and thereby 
have very good control to a certain 
extent over the new companies. Thia 
is a sort of contradiction in thinking 
and I think the present atmo.;pher9 
may be maintained. 

The second remedy that has been 
indicated by Shri Masani is entirely 
different. He wants that there should 
be less regulation over companies and 
that the companies would take care 
of themselves and they will go ahead. 
As Shri Morarka rightly pointed out. 
control over companies u there every_ 
where, whether in the United State~ 
of America Or in England or in any 
other country whe,e there are both 
the private and the public sectors. 
The point is. how much control should 
be there. This depends upon variou. 
factors, one of them being, as referred 
to by Shri Khadilkar, honesty among 
the business communit1. If this cor-
porate sector is more honest then the 
result would be le;s resort to cont!"oll-
ing the corporate sector. We have 
examples of misbehaviour in the past; 
and SO Government should take more 
powers and regulate them more rigidly. 

Recently, I had an opportunity to 
go to Japan to attend the Inter-Par-
liamentary Union Conference, as a 
Member of the Indian Delegation. 
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Naturally, I tried to study their eco-
nomic fabric. One of the five rea-
sons that have contributed to the 
fapanese speedy recovery and their 
great economic and industrial im-
provement is the honesty of· the busi-
ness community. Their general idea 
is that everybody should try to pay 
to the last pie. The phenomenon 
that we find in India is this. If a 
penon, when asked as to how many 
times he has gone into insolvency, 
says 2 times in his life, it must taken 
to mean that he has got 2 millions. If 
he has gone 6 or 7 times, it must 
mean so many million. That is only 
in India. It a;l depends over the 
eontrol of Government over the cor-
porate sector; it depends upan the 
quantum of honesty that is available 
in the country. 

Sometimes, some people ra ther mis-
behave so badly that Government 
have to take more and more power. 
I am one with Shri Asoka Mehta and 
Shri Khadilkar in voicing this feel-
ing that Government have taken 
more powers and are taking more 
powers than they are using and that 
they should rather fully utilise the 
powers that they have. The powers 
they have taken are on good grounds. 
They should be used and no leniency 
mould be shown towards those who 
are not behaving properly. The 
varioUs other measures and controls 
shou'd be used towards a common 
purpose, to create a better mora) 
standard among the corporate sec-
tor. If Shri Masani wants that there 
should be more freedom for the free 
enterprise, he should first try to 
have better IIlora! standards in that 
lector. 

Shri Masan! said-he has been say-
ing it outside also-that the Govern-
ment behaved as if only the Govern-
ment knew what was good for the 
common man. The common man is 
represented here by the Members of 
Parliament; he is one of them. The 
Government represents the majority 
of the Members of. Parliament and 
certainly represents the common man. 
The common man uses his common 

sense and sends right representatives. 
If the Government behaves as if it 
knows what is good for the common 
man, there is nothing wrong about it. 
But his contention that it behaved 
as if only the Government knew the 
good is not correct. It takes cogni-
sance of what he and others say and 
gives them full consideration. If he 
finds that he is lonely on many occa-
sions, he should not find fault with 
the Government; he shou:d rather re-
consider his own ideas and if a bet-
ter moral standard is crea ted there 
would be less regulations than now. 

The contribution by the corporate 
sector to the political parties has 
been discussed in great detail. Let us 
be clear in our minds what we aim 
at. Should the candidates bear the 
entire election expenses themselves? 
Then, only the capitalist candidates 
would be available. Whatever be 
the popu'arity of a candidate or his 
party, the minimum expenditure for 
election as a Member of Parliament 
is not less than Rs. 5,000 .... (lnter-
Mlptions.) The real expenditure is 
much more. My point is this. If we 
feel that the candidates should not 
bear all the election expenditure. 
then we have to get contributions. 
We are told that we should take con-
tribution from the persons and not 
from the companies. Why? Taking 
contribution from a private person 
is a greater wrong. Is there no 
difference in X person contributing 
Rs. 5,000 and X company contribut-
ing Rs. 5,OOO? Company represents 
so many shareholders; many of your 
constituents may be there. There-
fore, you may feel that you have a 
right to some funds of that company. 
But when you get contribution from 
a person, there is a natural tendency 
or feeling of obligation to that per-
son, a greater obligation to that per-
son than to the company. As Shri 
Khadilkar said, we sh01lld not take 
a narrow view. Let us not think of 
who is ruling today. After all we 
are a democracy and the parties may 
change their places. A Member from 
the Opposition should not feel that 
today some Party is in office and so 
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we should dry its sources. If an 
Opposition Party comes to power, it 
has to face the same problem. Again, 
the finances that any political party, 
Congress of Opposition Party, gets 
from the corporate sector would bear 
a very small proportion to the total 
contribution. 

Shri Naushir Bharucha: Why not 
negiect it? 

Shri Hecla: There is no point in 
neglecting it. Does it improve the 
si luation in any way? I think this 
contribution would not be even five 
per cent of any political party's 
funds. To make much ado about 
this, I think, leads Us nowhere. Sim-
ply because people are in opposition, 
they like to have some cheap argu-
ment that goes home to the masses. 
Shri Morarka challenged them speci-
fically and asked: give us an instance 
where the party was paid money and 
on account of that any favour was 
shown to him by the party in power. 

Shri S. M. Banerjee: I hope that 
my hon friend would remember that 
in this House it was said that the 
Tatas contributed Rs. 10 lakhs and in 
return got Rs. 10 croreg as loans. It 
was not contradicted by anyone. 

Shri KanUDI!rO: It is all wrong .... 
(Interruptions. ) 

Mr. Depnty-Speaker: If it was not 
done before, It .has been done now. 

Shri Hecla: What are he facts? 
do not know whether Tata! are sup-
porters of the Congress Party ..... . 
(Interruptions.) I do not know any of 
them personally but what I know 
leads me to think that they are the 
supporters of another Party .... (An 
Hon. Member: Swatantra Party?) 
Therefore, to say that 'tatss are sup-
porters of the Congress Party or this 
party or that party is not good. I 
would not like to enter into such 
cheap argument. Now, Sir, what 
happens? In the last election I had 
to face a trade union leader as my 
adversary. He had a number of can 

which belonged to certain companies 
and I was surprised. He was a man 
who can give a strike call any mo-
ment. After the election was over, 
I had a chat with him and asked him 
how it happened and he said that 
they did these things. Such cheap 
arguments, therefore, lead us no-
where. 

Quite otten we in the Government 
Party feel that the hon Members of 
the Opposition are in a' more advan-
tageous position. They can influence 
the Governments far better than we 
do. If it is really the case that the 
corporate sector makes contributions 
to the po'itical parties in return for 
favours, it is our duty, the duty of 
Members belonging to all the parties, 
to see that Government never uses 
its discretion in favour of any com-
pany or person simply because it has 
paid contribution. The name of Shri 
Mundhra was mentioned more than 
once and it was said that he paid 
Rs. l' 5 lakhs for elections in U.P in 
1956-57. Was any consideration 
shown to him? 

Shri S. M. Banerjee: Because he 
paid less. 

Shri Hecla: Was any consideration 
shown to him. A businessman will 
never pay unless he thinks it is ade-
quate. Firstly, it was not a bargain 
and, secondly, if it was a bargain, if 
it was less, he would not have paid 
at all. Therefore, to say that certain 
contributions from the corporate sec-
tor come forward only on this ground 
is not correct. Sir, if we want to 
develop democracy as We are dOing 
and if we want members belonging 
to the poor strata of society or the 
middle class to come forward and re-
present in this Parliament, then I 
think this is a wholesome provision 
in keeping with other democracies in 
the world and therefore we should 
allow It. 

Shri Aehar «Mangalore): Mr. De-
puty-Speaker, Sir, I would only like 
to make a few observations regarding 
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the drafting and the way generally 
these Bills are shaped into. I re-
member, yesterday, the leader of the 
Praja Socialist Party, Shri Asoka 
Mehta also referred to this aspect of 
the question and said a few words 
about it. 

So far as the Company Law is 
concerned, an exhaustive Bill was 
passed as late as 1956. It is a fairly 
big volume, and as lawyers the first 
thing we felt was that it had been 
completely overhauled and the 
arrangement also was of an altoge-
ther different nature. So one had to 
get familiar with this new mode of 
presentation of the whole law. Hard-
ly a year passed after such an ex-
haustive enactment was passed and 
placed on the statute-book, and with-
in that period the Vishwanatha Sas-
tri Committee was appointed. It 
makes one think as to why within" 
one year of the passing of such an 
exhaustive law it was thought neces-
sary that a committee should be ap-
pointed under the chairmanship of a 
retired High Court Judse. I find 
from the Objects and Reasons that in 
May 1957 the Government appointed 
a committee under the chairmanship 
of Shri A. Viswanatha Sastri, a for-
mer Judge of the Madras High Court, 
to examine the structure of the Act 
as well as its content with a view 
not only to remedying its defects and 
deficiencies but also ensuring better 
fulfilment of the purposes undE'rlying 
this Act. I was just wondering 
whether hardly within one year such 
defects cou:d be found out. 

Sir, we have got the earlier in-
stances of enactments which we 
have in our statute-book. Take, for 
example, the Indian Penal Code It 
is as old as hundred years. :Even 
now we find the drafting and the 
way it is presented is almost ideal. 
Very rare occasions arise for amend-
ing this Act. What we find now is 
that hardly a year passes and we 
find that there are structural defects 
and defects in contents with the re-
mit that we appoint a committee with 
a view to not only removing the de-

fects and deficiencies but also ensur-
ing better fulfilment of the purposes 
underlying the Act. Does it mean 
that within a year we have found 
the drafting is so bad that the pur-
poses which we intended are not be-
ing realised. 

I am making these observations 
only from the simple point of view 
that We have to take a greater care. 
Sir, I have not much experience as a 
Member of this Parliament, but I 
have been in one or two select com-
mittees. The Speaker also raised thiil 
question yesterday and asked whe-
ther they had any suggestions to im-
prove the mode of drafting and giv-
ing effect to the intentions of the 
legislature. I would like to say a 
word On that aspect because I have 
felt that the way it is drafted and 
brought up before the Parliament 
does not seem to be very satisfactory. 
What I have found in the one or two 
select committees that I have served 
is, the committee comes to a definite 
conclusion and it wants to give effect 
to the intentions of the legislature, a 
draft is brought forward the very 
next day giving it some shape or the 
other and adopted. Later on we find, 
as a matter of fact, when the judges 
interpret the provisions they find 
that the provisions are not really 
proper:y drafted. I would like to 
make one suggestion with regard to 
this point. What I would say is, 
when the Select Committee meets 
and comes to a conclusion there must 
be a greater care taken ..... . 

Shri Yadav Narayan ladhav (Male-
gaon): What about the pleaders?" 
They must leave something for the 
pleaders also. 

Mr. Deputy-Speaker: In the select 
committees where the hon. Member 
had an opportunity to work did he 
not have a chance to look into the 
draft report? 

ShrJ Aehar: I was not 
Joint Committee. I was 
only in a general way. 

in this 
referring. 
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8hri Moraro: He is asking about 
the other committees where he lerv-
.ed. 

8hri Acbar: What say is only 
this. The committee meets and it 
tries to give some shape to the Bill. 
The members in the committee want 
to give effect to the intentions of the 
legis' ature and they come to certain 
conclusions. But while actually 
drafting the Bill and giving it a final 
shape it does happen that the Bill 
does not give effect to the intentions 
of the legislature. 

Mr. Deputy-Speaker: That ~ ex-
actly what I am submitting. After 
the drafting is done, the report has 
to be placed before the select com-
mittee for approval of the hon Mem-
bers, when they have a cha~ce to 
see whether their decisions have been 
correct:y reproduced or not. 

Shri Achar: I do not assume that 
I am such an expert in that matter, 
that within that limited time I will 
be able to correct the draft. It is 
not such an easy matter. Of course, 
so far as the members of the commit-
tee are concerned, they try to do it, 
I do not deny. But what really hap-
pens is, even a lawyer of some stand-
ing and experience will not be able 
to see every aspect of the question 
and the interpretations that are like-
ly to be given later on. It requires 
a certain amount of care and experi-
ence. 

Shri Tangamani (Madurai): Is It 
the hon. Member's suggestion that 
members of the select committee me-
rely okayed a draft report which Wal 
submitted to them? 

Shri Achar: I did not suggest any-
thing of that kind. 

Mr. Deputy-Speaker: Of COUrH, 
not about the report where the hon. 
Member was one of the members of 
the select committee. 

Shri Achar: I am 
submissions because 

making 
We find 

these 
that 

judges of the High Courts and even 
of the Supreme Court have remarked 
that in many cases the drafting or 
the intention of the legislature is not 
clearly expressed in the enactments 
We do not find such remarks with 
regard to earlier enactments. I took 
the example of the Indian Penal 
Code. That means greater care Wal 
paid to it and it was drafted with 
greater care. My only submission ia 
that so far as our present Bills are 
concerned greater attention should 
be given to them and greater expeI1 
knowledge must be brought into them 
so that our Bills may be drafted in 
a better manner. Specially with re-
gard to 8e'ect Committees, if the 
committee comes to a certain decision, 
even if the drafting is done by an 
expert, naturally if it is done in a 
hurry, it does happen that the Bill i. 
not given the shape which the legiJ-
lature intends. 

Let us take this Companies Act. 
The whole Act has been completely 
recast and given a different shape al-
together. Once again. I find in this 
report, they are saying, we would 
have put this matter in a different 
manner and arranged it better, but 
we do not want to do it because once 
people are accustomed to use this Act 
in a particular manner, if it is 
changed, it will bring in difficulties. 
That is what the Viswanatha 8asm 
Committee's report says. It is only 
from that point of view they say 
they do not want to interfere with 
this enactment. The subjects are 
arranged in such a manner that it is 
diftlculty to grasp the entire law. If 
you want to have a clear idea on 8 
particular subject, you have to look 
Into the Act at di1!erent places. Ia 
that the ideal way of Palaing an en-
actment? 

16.5S 1mI. 

[SBRI MULCHAND DtrBZ in the Chafr] 

That the Act is defective is very 
clear from the fact that hardly with-
in a year, this committee was ap. 
pointed for the purpose of giving it 
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a new shape to avoid the difficulties 
that have arisen, If we change it 
because our policy has changed, that 
is an entirely different matter, So, 
i! the intentions of the legislature 
are not given effect to, something 
should be done with regard to better 
way of drafting to bring out the in-
tentions of the legisiation, 

I come to a subject which the PSP 
leader referred to as judicial leniency, 
Of course, there is a tendency now 
to infringe upon the rights or liber-
ties or independence of the judiciary, 
I would say it is not a question of 
depriving their independence or re-
moving their jurisdiction to a certain 
exten t, Apart from that, the criticism 
now levelled is there is considerable 
judicial leniency, Even if strict 
punishment is provided for, there is 
a tendency on the part of judges to 
lessen the punishment as much as 
possible, Shri Mehta quoted one or 
two instances to show how this leni-
ency expresses itself. One instance 
he quoted which is referred to in 
the company Jaw administration re-
port also is, in a case where a fine 
of Rs, 1,000 was provided for not fil-
ing the special resolution for ap-
pointing a relative of a director to 
an office of profit; the court punished 
the persons concerned with a fine of 
one rupee only for not filing such a 
resolution, This, he argued, is a 
C9se of judicial leniency, Of course, 
he gave one or (wo other instances 
also, The real point is whether it i~ 

a proper punishment or not. The 
argument put forward was that such 
powers must be removed from the 
courts and should be given to some 
administrative tribunals, I submit, 
it is not a proper attitude towards 
jUdiciary, In one or two instances, to 
remedy this we had introduced some 
Bills providing some minImum 
pimishment, If the Legis'ature think 
that the judiciary is lenient and is 
not giving the necesnry punishment, 
they can say "we will prescribe a 
minimum of so much line and so much 
iumrisonment", Added to that, the 
judges can be asked to give their rea-
sons, I can understand all that. If 
you adopt any other course, it would 

amount to interference with the judi-
ciary, After all, in each case there 
are facts, equitable grounds, mitigat-
ing circumstances and so on. They 
have all to be considered before a 
judge can give his judgment, If th~ 
Legisla ture will not trust the judges 
to that extent, I do not know how 
the administration of judiciary can 
be carried on, So, if it is considered 
that judgments are too lenient, we 
may provide for a minimum punish-
ment instead of depriving the judge. 
the right to apply their judicial mind 
and give their verdict. 

Then it was said that this enact-
ment goes against private property, 
There is no substance in that argu-
ment, So far as the right of private 
property is concerned, as stated by 
other speakers, it is not an absolute 
right. There are restrictions under 
the Constitution on that, Our la'ld 
laws is one more instance of that. So 
far as the incorporated companies ar~ 
concerned, they are an effort to dev~ 
lop our country economically and we 
find that these corporations have 
grown in this country just like in 
England or in America, It is 'llso 
true th~t there are abuses by many 
persons who are put in charge of 
that. If the shareholder has got the 
opportunity to look into every mat-
ter and if he can also judge these 
matters personally, then probably 
there is no occasion for interference. 
Eut we know how the companies are 
working. After the shares are ub-
scribed, the persons in charge of 
that, sometimes directors, sometimes 
one managing director or managing 
agent, whoever is put in charge of it, 
gets complete control over the matter 
and often we find that such people 
are abusing their position. In vipw 
ot that, we cannot permit the old 
policy of lausez faire to continue and 
it i. absolutely necessary to have 
provisions to control that. That Is 
the object of the enactment. So, I 
am in full agreement with the Bill, 
as it has come out of the .T oint Com-
mittee, I approve of clause 70, which 
gtves power to have an audit of the 
accounts and other dealings of the 
company, 
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[Shrl Achar] 
You have rung the bell. As every-

body has spoken something about 
contribution to political parties, 1 
would also like to say a few words 
on that questIOn. 1 will not be an 
exception to the general rule. The 
first point that I would like to submit 
is, in any democratic country, there 
can be absolutely no doubt that every 
individual has got the right to con-
tribute to any party he likes. Logi-
of individuals also should have that 
cally, I would like to say, if an 
individual has got that right, a group 
right. After all, a corporation is 
nothing other than a £roup of 
persons. 

16 hrL 

8hri Yadhay Narayan ladhav: 
Very good logic. 

8hri Achar: Thank you very much. 
It is good logic at least. The next 
point that I would like to submit is, 
if all the persons in that group agree 
that such and such a contribution 
could be made, that is, if there is 
unanimity in the corpora :ion, if all 
the shareholders agree and they want 
to make a contribution, I think, no-
body can logically object to that. 

Shri Yadhav Narayan ladhav: 
A good suggestion. 

Shri Achar: If there Is a unanimous 
resolution, I would say it is all right. 
Just as an individual has got the right 
to con tribute to whatever party he 
likes, certainly, a group of persons, 
agreeing with one another, have a 
right to contribute to any political 
party they like. 

The next point would be, if there 
Is dissension, what about the mino-
rity. I would say, if a substantial 
number of people in the corporation, 
most of the share·holders agree, I 
think there can be no objection. 
It is not this party or that party, the 
Congress party or the party in power. 
I would submit, if most of the people, 
more or lesl unanimously-there may 
be one perverse fellow who may not 

agree--agree, there may be no 
objection. If it is not so, if there is 
a subst·antial minority which object., 
what the positlon will have to be, we 
have to consider. In that case, I 
think there may be some provision. 
Otherwise, how are you protecting 
the rights of minorities on other 
questions? I think, just as we are 
having for other minorities, some 
protection, some kind of a provision 
could be made. I would submit, there 
is no reason whatsoever to bar cor_ 
porations, from that point of view, 
from subscribing to political parties. 

8hr! U. L. PatU (Dhulia): Mr. 
Chairman, I welcome the B.ll as it 
has emerged from the Joint Commit-
tee. Soon after the pas3mg of the 
Companies Act of 1956, it was felt 
that there were many defects in the 
working of the Act. The Shastri 
Committee was, therefore, appointed 
for the purpose of taking in to consi-
deration the working of the Com-
panies Act and removing the defects, 
simplifying the procedure and 
remedying certain defects in phraseo-
logy. The Bill purports to do the 
same. At the same time, while 
improving the provisional Bill, the 
Join t Committee inserted certain new 
provisions in the Bill itself. Many of 
these new improvements, I welcome. 

In our economy, corporate bodie&, 
whether public of private, constitute 
a major part. But, the way in which 
. ,'e transactions and management of 
lii.:se corporate bodies was carried 
out became a matter of deep concern 
for those who were at the helm of 
administration and for the economists 
as well, as to how to manage these 
things. It is a well known fact that 
these companies managed their 
affairs in such a way that ultimately, 
they by themselves did not improve. 
Even after accumulating huge profits. 
taking advantage of the post-war 
situation, taking advantage of the 
various aid, and facilities of loan, etc .. 
extended by the Government, these 
companies diverted their funds, and 
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their profits m such a way that ulti-
mately the poor shareholders', or 
even the employees' or consumers' 
mterests were lost. We find these 
corporations accumulate huge profits. 
I was told that if there is a thorough 
enquiry into the profits of companies 
during the post-war period, it would 
he found that their profits have been 
more than their total original invest-
ments. But they work in a manner 
which is not conducive to the 
interests of the consumer, employee 
or shareholder. It is therefore m the 
fitness of things that the Government 
has come forward with this Bill to 
control the companies. 

Under the Act of 1956 there were 
powers of investigation, the Registrar 
had certam powers, and action was 
contemplated by Government on the 
petitions forwarded by shareholders, 
but in spite of the powers, Govern-
ment did not act effectively. So, I 
have the feeling that with the passing 
of this Bill also there will not be 
much improvement in the working of 
,he companies beca use of lack of pro-
per implementation. 

I may give the instance of two 
cotton textile mills in my constitu-
ency, one at Amalner and another at 
Dhulia. I am referring to the Pratap 
Mllls. During the last three years 
theJe mills have been suffering from 
mismanagement. Labour clamoured 
for a thorough enquiry into the 
affairs of the mills. Even the share-
holders showed their deep concern. I 
myself wrote a letter to the Labour 
Minister to investigate the affairs of 
the company, but to my surprise, no 
enquiry was held. It was only after 
a year and two months that an en-
quiry was ordered into the mills at 
Amalner. During that period the 
Dhulia mills changed their manage-
ment. The Government of Mahara-
sh tra, instead of taking over the mills, 
have, under the directions of the 
Central Government, given over the 
mills to the new management. It is 
not likely that in their tenure of five 
years the new management will look 
to the interests of the workers or 
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improve the condition of the mills. 
They will only see to it that the 
largest profits are accumulated, and 
leave the concern in the same condi-
tion in which it came to them. 

So, I submit that the mere confer-
ring of powers on Government will 
not serve the purpose. It is only if 
Government acts, and acts swiftly, 
that we can gam the advantages 
envisaged by the improvements in 
the Bill. 

A provision his been made regard-
mg speClal audit. I welcome it. '!'nere 
were powers under the previous Act 
regardillg invesugauon into the 
attalrs of a company, but there was 
no such power of special audit. As a 
rna tLer oi fact, this power of special 
audit was needed as a condiuon 
precedent to a thorough investigation. 
An mvestigation can be directed after 
special audit also. In regard to this 
speCIal audit, it was contended here 
in this House by 8hri M. R. Masani 
that it would damage the prestige of 
the company itself, and some1lmes, it 
might even tend to liquidate the com-
pany. My suhmission on that pom! 
would be this. When there are 
already powers regarding mvestiga-
tion into the affairs of the company. 
where is the question of the company 
going into liquidation or sufferillg in 
reputation by the mere fact that a 
special audit has been directed? 

Here, I would submit that when i! 

special audit is to be directed regard-
ing the affairs of a company, reason· 
able opportunity must also be given. 
We talk of natural justice. Would it 
not be becoming on the part of Gov-
ernment, before taking any action 
whether by way of special audit or 
by way of investigation, to give ar 
opportunity to that concern? At least. 
a show-cause notice should be serve,' 
on the company concerned, asking 
them why a special audit should no: 
be directed. The time that may be 
given to the company for reply migh: 
be a very short one, but, nevertheless. 
such a provision is needed. 
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IShri U. L. Patil] 
'l'nere are some good provisions 

also m this measure, as, for example, 
tne provisions regarding managmg 
agencles. The restrictions on com-
panies that are to be managed by 
these managing agencies have also 
been laid down. Then, there are 
restrictions regarding the emoluments 
of the managing agencies. Those are 
good provisions. 

We find that in the present Bill 
there is also a restriction regarding 
the appointment of sole selling 
agents. As a matter of fact, these 
managing agencies coupled with sole 
selling agents, have tended to divert 
the funds and the profits in such a 
way as to concentrate them in the 
hands of a few people. From that 
point of view, it is but proper that 
this question of appointment of sole 
selling agents has been properly 
tackled in this present Bill But here 
also, I feel that a show-cause notice 
is necessary before effecting any 
change in the status of the sole selling 
agents or before effecting any restric-
tions regarding their emoluments or 
before directing particulars regarding 
the appointments and terms and con-
ditions etc. to be furnished. 

While going through the Bill, I was 
rather puzzled by the amendment 
sought to be made to section 408 of 
the original Act, in clause 152 of the 
present Bill. That section deals with 
the appointment of additional direc-
tors. By the amendment that is now 
being proposed, it is now being pro-
vided that whereas formerly, 250 
shareholders ought to present a peti-
tion to the Central Government 
before the question of appointment of 
additional directors could he consider-
ed by Government, now, it is enough 
if 100 members present a petition. 
The reduction from 250 to 100 is a 
weleome feature. But, at the the 
same time, according to the original 
kt, it was incumbent on the part of 
Government to appoint the two addi-
tional directors fram amongst the 
members themselves. But, according 
to the present Bill, instead of 'two 

members', ·two persons' could be 
appointed, which means that outsiders 
also can be there. I would like to 
know why such a change has been 
effected. Were there any compelling 
circumstances to introduce foreign 
elements in the working of a com-
pany by way of appointment of these 
additional directors? If 100 share-
holders prefer an application to the 
Central Government regarding the 
treatment that is given to them or 
regarding the mismanagement of the 
company, then it automatically 
follows that those persons are in the 
know of things, and they are in a 
p03ition to remedy the wrong, and, 
therefore, it is but proper that Gov-
ernment, while appointing additional 
directors, should choose those direc-
tors from amongst the peti tioners 
themselves. 

My submission is that this provision 
is a direct interference with the .. dmin-
istration of the company itself. As a 
matter of fact, such a foreign ".lemen t 
should not have been introduced. There 
are no reasons given as to why per-
sons are being chosen to be appointed 
as directors instead of the members 
themselves appointing directors. 
Therefore,this particular amendment 
sought to be made by Government 
should be done away w1th. 

Much has been said regarding con-
tributions by eompanies to the funds 
of political parties. Practically the 
opposition is tmanimous on this parti-
cu�ar issue. It has been submitted to 
Government that contributions out of 
the funds of companies should not be 
made to political parties. It will be 
found that even the intelligentsia in 
the country view this particular pro-
vision with suspicion. In fact, the 
judgement of ex-Chief Justice Chagla 
of the Bombay High Court was already 
quoted in this House. He also enter-
tained some sort of fears regarding 
the healthy growth of our democracy 
as a result of this. My submission is 
that these contributions will neces-
sarily be with some ulterior motives, 
directly or indirectly, and so in a way 
it tends to be tainted money. The 
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question is whether the ruling party 
or any other party should like to have 
such a provision in the Act itself so as 
to create a feeling of suspicion in the 
public who are OUt to see that there 
is a proper and healthy growth of 
democracv in the country. Apart frC'm 
the question of the money tending to 
be tainted money, the question of in-
troducing politics in the affairs of com-
panies also arises as a result of this. 
Therefore, my submission is that this 
particular provision also should be 
done away with. 

Shrl Subiman Ghose (Burdwan) : 
Mr. Ohairman, Sir, comprehensive 
legislation regarding companies is II 
long crying need. ~ know that our 
Government have also felt the ~ame 
way. We are also further told that 
eXDloratorv work rel!'llrding this bel!'lln 
as far back as in 1946, and On many 
represen'ations being received, !he 
Indian Company Law Committee 
under the chairmanship of Shri C. H. 
Bhabha was formed in 1950, which 
submitted its report in 1952. The 
main princil)les underlying that T'(>l)ort 
were. in brief. (1) the maintenance of 
a minimum .rtandard in formation nnd 
management, (2) provisions for the 
fullest disclosure in prosoectus. (3) 
clear accounts. (4) procedure ensuring 
full facilities for shareholders to exer-
cisp their judgment. (5) provision~ for 
detaUed investigation into afl'~irs 

whenever required, and (6) establish-
ment of appropriate au~hority to over-
see the administration of the Act. 

With these principles in view, the 
comnanv law was amended in 1956. 
But hardlv a vear elaosed when infIr-
mities in drafting and in working Ivere 
noticed and Government had to 
aoooint another Committee, the 
Sastri Committee. 

Now. Government has come with 
this amendment. My pumos" in sllb-
mit'"ing all this is to show that If sueh 
amendments corne in auick succesS!_r.-T'!. 
it is verv difficult to keel) pace with 
them. I will be doing well in cuoting 
some of the remarks of a Chief Justice 
that we are living in an over-Iegi;;ht-
ed age when the complexities of legis-

lation baffle the intelligence of the 
most devoted students of law. T..e.!5is-
lative omnipotence of the modern 
Government has enabled them to 
invade every sphere of the citizen's 
life. Whether this legislative omni-
potence was necessary for administer-
ing a welfare State like this Or whe-
ther it was an elective despotism, it 
is not for me to say. 

When We are com,ng in such quick 
succession with amendments we should 
be careful in our drafting and we 
should anticipate its working so that 
We might not have to come again, as 
early as possible, with further amend-
ments. Bv doing this, we are practi-
cally indulging in wasteful expendi-
ture. 

I refer to the Statement of Objects 
and Reasons. It is said that this is 
being brought with a view not only 
to removing the defects and deficien-
cies but also to ensure the better ful-
filment of the purposes un derIving the 
Act. If that be the object and reason, 
I want to know which lacuna or defi-
ciencv this much-talked of political 
contribution fills or remedies what 
defect or what be'ter fulfilment of th~ 
Act does it serve. 

Uncharitable remarks have been 
made against the ruling party. I am 
not one of those who would cast su~h 
remarks beeause I do not want to \vage 
a ba'1le which I am deS'fined to lose. 
Law or no law. whether I desire it or 
not. clandestinely or openly, the ruling 
party mu.rt get contribution. The com-
panies must keep them in good 
humour. It is for this reason I do no~ 
want to make any uncharitable re-
mark. But, what I am apprehensive 
of is this. 

T waited with bated breath to know 
wh"t is meant. by a political party and 
political purpose. Has it been defined 
anYWhere in this Act? r have looked 
from cover to cover and I have failee! 
to know what political partv or politi-
cal l)urpose means. According to the 
Election Commission, there are 4 A11-
India parties; there are some State 
parties. There are other political 
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parties which are neither State parties 
nor All·India parties. A company will 
not be prevented from making contri-
butions to those political parties, if 
political parties are not defined any-
where. 

Then, one influential director with 
his satellites and sycophants wanting 
to fight a municipal election may give 
a political name to it and say that it is 
a political party and may take away 
Rs. 25,000 from the Company. Who 
is to prevent it? I want to know that. 

All Hon. Member: That will go to 
his coffer. 

Sbri Banga: A number at touts are 
sharing that between the Government 
and the Company. 

Shrl Subiman Ghose: If political 
party is not defined, if political pur-
pose is not defined, then we would he 
opening flood-gates. I give another 
instance. There are some political 
parties. If we go to the farthest end 
at India we find a political party 
which is 'communal in character and 
which has been brought into light by 
the abounding grace of the ruling 
party. That party was gasping for 
breath. If it is reared up by some of 
the companies contributing Rs. 25,000 
each and assumes the stature it had 
before 1947, then I think the Govern-
ment will not be called upon to deal 
with bilingual States or with a Punjabi 
Suba but to deal with the two-nation 
theory. Only for an ephemeral gain, 
the ruling party is going to do some-
thing dangerous to the interests at the 
country. 

I have heard it said by the sup-
porters at the ruling party and the 
burden at their song is that other 
parties take contribution. They do not 
straightaway say that in the interest 
or the betterment of the country, we 
are taking this contribution. One poli-
tical party is doing a wrong and, there-
fore, the Congress Party is entitled to 
do it! This is a wonderful logic which 
I have not been able to follow. 

Another argument is this. :t is 
openly done; it is written in the 
balance sheet. I have never known 
in this world, Sir, that if a wrong is 
shown in the papers, it will become 
right! In that case, I do not think 
there is no necessity for the Immoral 
Traffic Act; it is openly done. If 
something is wrong, it is wrong for all 
purposes. 

Again, some Ron. Members support 
this and say: Have you got some con-
crete examples of favouritism shown 
becaUSe of the contribution? But may 
I ask them this question? Have we 
got any access to the Government 
papers sO that we may cite instances? 
Who knows thousand cases may 
depend upon it? A number of permits 
may depend upon this contribution. 

I want to draw the attention of the 
House to another thing also. I have 
seen companies flogging a dead horse. 
They want to set up a candidate know-
ing full well that he would be defeated 
in the field. A very big company was 
doing this sort of a thing in the last 
election though their candidate had 
not even the remotest chance of get-
ting through in the election. This is 
wasteful expenditure. As I have said, 
if for some gains, the ruling Party 
enacts this law, it will be opening the 
flood-gate. 

Another point which I welcome is 
the SipeCial audit. But even if there be 
100 audits, there must be honesty 
about it. There were so many audit 
reports and balance sheets and so on 
Still, I ao not know why Professl)r 
Kaldor was brought to India to find out 
if there had been tax-evasion to the 
tune of Rs. 200-300 crores. There 
was the audit and there was the 
balance sheet. Whether it is audit by 
the company or whether it is audit 
by special auditors it matters very 
little unless We can raiSe the standard 
of auditors. 

In that respect, Sir, clause 70 also 
suffers from infirmities. I will give 
one illustration so that it will comB 
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within the mischief of this clause. We 
have seen that big companies, to put 
in a good language, maintain under-
ground militia. In other words, to put 
it bluntly, they maintain goondas, and 
their help is requisitioned at the time 
of emergency, particularly at the time 
of breaking the strikes. They are 
shown as employees in the different 
departments. If they do like this, I 
ask the Government to think whether 
that mischief will come within this 
clause. I have read it very carefully. 
That mischief cannot and does not 
come. They want a special audit. 
Instead of inserting so many clauses 
here if they had prevented the waste-
ful expenditure on the part of the com-
panies that would have been better 
and the loopholes would have been 
plugged. As I said, We are keeping a 
loophole here through which the com-
pany will pass. 

!n this context, Sir, I request the 
Government to stop the contribution, 
raise the honesty and standard of the 
auditors, and I submit that Professor 
Kaldor is not to be brought to India. 

Shrl BarIsh Chandra Mathur: Mr. 
Chairman, Sir, I have very carefully 
listened to the various speeches on the 
Company Law Administration from 
the leaders of the various groups and 
parties and from other independent 
Members. Sir, Company Law Admin-
istration is important and significant 
and its importance can hardly be over-
emphasised in our present context 
when the tempo of industrialisation 
is on and when we know that We ~ 
having a heavy scl!.eme during the 
Third Five Year Plan. 

Understanding the great importance 
and significance of the Company Law 
Administration, the Government had 
all the time kept a vigilant eye and 
wanted to bring about necessary modi-
fications and improvements on the 
administration of the Act. They /lad 
appointed a committee, and a Joint 
Committee of the hon. Members of this 
House took considerable time in going 
very thoroughly through the various 
provisions of this Bill. We are really 

grateful to the Joint Committee for 
giving so much consideration to all the 
various aspects of the Bill and its 
various clauses. 

Now, the controversy in this House 
has raged only over four clauses. Let 
us forget that. In this Bill before us 
about 18 clauses have been omitted, 
quite a number of new clauses have 
been inserted ana a number of modi-
fications and improvements have been 
effected. Let us take " complete and 
comprehensive picture, and that pic-
ture emerges that the entire House is 
quite appreciatiVe of all the changes 
that have been brought about in 'his 
Bill. I will deal with these four con-
troversial clauses presently, but we 
must have a clear understanding of 
the fact that with the solitary excep-
tion of Shri Masani who, fortunately 
or unfortunately, found himself in 
absolute wilderness in this House 
without a single rupporter on qny 
matter, every Member of this House 
has supported all the provisions of this 
Bill except the four controversial 
clauses, over which We have certain 
opinions. They have also .... 

The Minister of Commerce and 
Industry (Shrl Lal Bahadur Shastrl); 
-ncluding Shri Ranga. 

Shri Harlsh Chandra Mathur: .... 
accepted the philosophy and the think-
ing which has gone behind these pro-
visions. 

Shri Masani's thinking works on 
certain lines. He made an important 
observation when he said, "1 will go 
into the variOUs modifications later; 
let us know what is the philosophy 
and thinking which has gone into the 
enactment of this Bill". He argued 
with patience and eloquence that we 
must accept the philosophy of free 
market and free competition-unlimit-
ed free market and free competition. 
He went on further and literally said 
in this House that we must allow the 
right to these companies and variou~ 

individuals who have their own think-
ing to commit suicide. They are adult~ 
and they must be given the right to 
go to the gutters; let them be destroy-
ed; let them learn by competition; 
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certain fresh companies and better 
people will take their place. As a 
matter of fact, he wanted the com-
panies must have the right to commit 
suicide. I think this right is not given 
in any sane and civilised country. 

We do not permit the people Or the 
companies to commit suicide. There 
is a limit to which freedom can go. I.e: 
us see whether this Bill has given the 
most complete freedom to the =om-
panies for a healthy growth or not. We 
must allow all developing bodies com-
plete freedom for healthy growth. We 
cannot allaw them freedom to commit 
suicide. I wish the lion. Members of 
that party to realise that there is a 
basic difference in our approach to the 
entire problem and we do not hesitate 
to make a clear expression of the basic 
approach which we have on these mat-
ters. We want to give complete free-
dom and we do not want any inter-
ference SO far as healthy growth 15 
concerned. But we do take into con-
sideration haw far the policies accept-
ed by Government, the policies :lud 
principles emmciated in the second and 
third Plans are advanced, and haw far 
the interests not only of the company, 
but of the shareholders and the gene-
ral public are watched. We have to 
take into consideration all ,these fac-
tors and to see that the policies and 
principles which We accept are advanc-
ed. That is our criterion and that is 
the basic difference between our think-
ing and the thinking of Shri Masani 
and his party, that the companies 
must have absolute freedom and 
because they are adults and indepen-
dents, they must have the right to 
commit suicide. 

Having said that, I venture to sub-
mit that the Bill before the House has 
a very balanced and judicious 
approach. It has been pointed out by 
various Members how we have tried 
to see that there is no concentration 
of wealth, over which there are ques-
tions in this HoUSe every dliy. We 
have tried to see by various provisions 
haw the interests of the shareholders 
have been watched and how the com-
pany is given good health. 

I will now take the various provi-
sion3 to which objection has been 
taken, because in certain matters, I 
think we have not gone far enough. 
The first item is about inspection by 
special auditors. Shri Masani took 
great exception to two matters. One 
was about independent audit, and 
there he propounded the theory about 
the rights of private enterprise. His 
argument was that we are not tru3t-
ing the auditors who are responsible 
people who have been appointed by 
the company to audit the accounts. I 
wish the hon. Member-had given a 
little thought to what we are doing 
in repect of those companies in the 
public sector. The companies in the 
public sector have their own auditors. 
Still We have given the right to the 
Controller to send special teams to 
have independent audit over their 
head. Do you mean to say that those 
auditors Who have been appointed 
by the company are not responsible 
auditors or less responsible people 
than their counterparts in the private 
sector? Then, we have got the Esti-
mates Committee and the Public Ac-
counts Committee. Will all those 
bodies, if we are not in;rulting the 
public sector and we are not treating 
them harshly, and we are fair to the 
public sector, can anybody who wants 
to take a balanced view take any ob-
jection to a special audit like this? 

What I feel is that this provision 
that the Company Law Administration 
should appoint special auditors only 
under certain circumstance3 is too 
much of a limitation. It is not only a 
limitation but I think it is not a very 
good thing. As a matter of fact, what 
I want is that the Government should 
have a team of special auditors and 
irrespective of whether the affairs of 
a parlicualr company are good, bad or 
indifferent, these special auditors must 
do a certain test checking of 2 per 
cent, 3 Per cent or 1 per cent of the 
accounts C1f all 1lhe companies every 
year. This wilJ takeaway the disad-
vantage, which my hon. friend, Shri 
Masani mentioned, of hurting the 



91>3 Companies KARTlKA 26, 1882 (SAKA) (Amendment) Bill 

reputation of a company. If We conduct 
independent audit of various com-
panies without imputing any motives, 
without saying that there is any mal-
administration in them, I think that 
objection will be taken away. This 
will also make the auditors very vigi-
lant. Also, the independent test-check-
ing by .ending a special team of about 
2 per cent or 5 per cent of ,the accounts 
will instil a greater sense of respon-
sibility in the minds of the auditors 
and the management. Therefore, I 
would seek that the provision regard-
ing special audit shOUld be improved 
in this manner. 

I wish my hOIl- friends to remember 
that at one time We thought, seriously 
thought, that the auditors of these 
companies should be appointed by the 
Comptroller and Auditor-General. 
After serious thought was given to 
that proposal, we gave it up because 
we thought it might unnecessarily hurt 
the feelings of the private sector and 
the business magnates that they are 
being forced like this. That shows 
how charitable this administration has 
been, how reasonable this administra-
tion has been and how we wish that 
the private sector goes ahead with a 
healthy growth and we provide checks 
only When we feel that it is absolutely 
necessary that certain checks should 
be providied. Therefore, I strongly 
support this provision, which is a very 
salutary one and I wish it should be 
improved upon in this manner. 

Then, some hon. Members referred 
to selling agencies. I think I need 
not elaborate that point. We know 
how the managing agencies have 
transformed themselves into selling 
agencies and how the provisions of 
this Bill, which have been accepted by 
both Houses, are being sabotaged. Is 
it the intention of the han. Members 
that we should not prevent this? 
Should we not plug the loopholes? 
The position is absolutely obvious. If 
you read the clause you will find that 
they want to interfere only when it 
becomes absolutely neceS'Sary. Even 
in the matter of selling agents com-

pletest freedom has been allowed to 
the companies, and it should be al-
lOWed. I do not grudge it. So long 
as We allow it to the public sector, 
we must give them the right for 
having their own organisation for 
sales and everything, and that is there. 
This is done only in certain cased. As 
a matter of fact, you will remember 
that on the floor of this House many 
a time this question has been asked 
in the ma tter o{ textiles as to why 
the Government have not taken over 
the distribution of cloth. Is there any 
justification? Will these people wbh 
are the supporters of the private sec· 
tor, these people who want to oppos. 
this clause, tell the HOuse how they 
could justifiy on any ground why the 
prices of cloth have gone up like this, 
in spite of all efforts? It is not only 
we who are blaming them. Here, the 
trade it.>elf is blaming the manufac_ 
:urer and the manufacturer is blam-
ing the trade. More than 30 per cent 
is lost between the manufacturer and 
the consumer somewhere-one does 
not know. We were given an assur-
ance on the floor of the HOuse through 
the Federation that the prices of 
cloth will go down. I am here to 
make the statement that the prices 
of cloth which were to go down by 20 
pe. cent did not go down more than 
5 per cent or 7 per cent and that in 
certain selected varieties. During the 
Dussarah and Pooja holiday" the 
whole racket continued. When prices 
were going up, I happened to be in 
Bombay, I happened to meet some 
people in the train. There were two 
merchants who were dealing in cloth 
and I gathered a lot of information 
how it has happened. Do you want 
the country to be held to ransom to 
these people who would not listen to 
any advice, who would not listen to 
any discussions on the floor of Par_ 
liament and the Government should 
not interfere even in suc.h matter,? 
I think there is a very strong case 
for such interference and alI that. 

As a matter of fact, there has been 
such a strong controversy about this 
restricted provision which stays in the 
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Bill regarding contribution to parties. 
Before I give my views in this matter, 
I will dispose of the af guments which 
have been put forward on the floor 
of the House. One argument which 
has been put forth and which has 
been repeated by many Members ·is 
that you can take donations from pri-
va te individuals, but not from corpo-
rate bodies, because they have not got 
a mind to think, it is a corporate 
o. ganisation, this and that. All sorts 
of things have been said, that there is 
something very special about corporate 
bodies. I have not been able to ap-
preciate it, in spite of my patient 
listening to these arguments. If it is 
correct in principle that a corporate 
body ha3 got no mind to think and it 
cannot judiciously give donations, I 
think it applies equally in England 
and everywhere else. If corporate 
bodies here do not have a mind, I do 
not think corporate bodies in the U.K. 
have got a mind. So far as this argu-
ment is concerned, I do not thlnk there 
is any force in it. It has been said 
that sO far as the principle i; concern-
ed, all over the world, these corporate 
bodies are glvmg contributions to 
political parties. On principle and on 
argument, there is no force in what 
has been said. 

Another argument which seems to 
appeal to many people is that because 
the Congress party i; in power, it will 
take advantage of its position and 
have subscriptions. If this proposition 
is to be accepted, I think the Govern-
ment should be prepared also to ac-
cept another proposition which comes 
from my friend's Swantantra party 
that the Government should walk out 
of office six months before the election. 
I think that would apply with greater 
force. If it is a fact that the Congress 
party can take advantage of its being 
in office and get more subscriptions, 
if the ruling party continues to be in 
power, I think there is greater magne-
tic force in the party being in Gov_ 
ernment than merely collecting certain 
subscriptions. This i; the thin end of 
the wedge. I am talking of the argu-

ment and the principle. If you just 
accept this argument, you must be 
prepared to accept the other argument 
that the Government must vacate 
office, because it must be brought 
down to the same level as all other 
political parties in the country, whe-
ther it happens anywhere in the world 
or not, whether it is a fea,ible pro·. 
position or not. I cannot understand 
the sanity or the wisdom of such a 
proposition that the Government 
should be handed over to a few offi-
cers of the Government to do what 
they like with the country, though 
they are not responsible to the legis-
lature or anybody, merely for the pur-
pose that all the parties must be put 
on an equal footing. I say, therefore, 
that there is absolutely no force in 
the arguments which have been ad-
vanced SO far as this provision is con· 
cerned. 

Two other points were raised. One 
was that if you fight the elections sup-
portd by the companies, it is not go-
ing to help matters. I have experi-
ence of this. Shri Modi was supported 
by various companies with all their 
wealth in the last elections in Udaipur 
where he stood against Shri Manik Lal 
Varma, but Shri Varma beat Shri 
Modi hollow in the field. At that 
time the Swantantra Party was not 
there, perhaps it was in the embryo-
nic stage, now it will be there. So, to 
say that the Congress Party alone will 
take advantage of it is wrong. 

Another argument is: what differ-
ence does it make whether a state-
ment is made or not about the contri-
butions? My hon. friend who spoke 
last made a very strong plea by say-
ing that an offence does not cease to 
be an offence by being made public. 
Such a line of argument beats my 
comprehension. If there is an offence 
and it is made public, I think that 
will do far greater harm than the 
small subscription will be able to do 
good. An atmosphere, a climate will 
be created against such people who 
take tainted money; if it is known to 
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the public and full use is made of the 
information, I think it is going to do 
grt$ter harm than the benefits grow-
ing out of the small amount handed 
over to the party. 

If we take a practical view of things, 
the subscriptions and contributions 
will have to be there, but I personally 
feel very strongly, and in my life I 
have tried to translate that feeling 
into practice, that it is for the politi_ 
cal parties to take greater care and 
caution when they accept any dana-
tion, because there is the least doubt 
that in-gotten money is going to do 
more harm to the party that receives 
it than anybody else. It saps the 
vitality of the party, if you depend 
more on money than on talent and 
workers. It would be a very unfor_ 
tunate day for the Congress or any 
party if it depended on contributions 
and donations and wanted to keep it-
seM in power. They might have been 
in power over a period of years, but 
they will never be permitted to stay 
because we have a healthy country, 
a healthy population and healthy 
constituents who understand where 
the parties stand and what their 
deeds are. 

My hon. friend says it will be made 
known after quite a lot of time. I 
think it should be possible to devise 
ways and means to see that the in-
formation is made available easily. 
But I would like to warn my hon. 
friends in the Opposition who make 
a complaint of this that if we ask the 
Company Law Administration to call 
for the lists of donations made to all 
the parties and have them published, 
then, possibly those people who are 
wanting to help the Opposition might 
feel shy of it. 

An bon. Member: No. 

Shr;I BarIsh Chandra Mathur: Then, 
you may turn round and say that it 
is operating against you. 

Shrl Braj Raj Singh: Do not care 
for us, but care for you1'gelves. 

1282 (Ai) LSD--.'I. 

Shri BarIsh Chandra Mathur: You 
have been caring for us all the time 
in all Y'Our speeches. Win you not 
allow me a little opportunity to care 
a little for you, because you are in 
such a helpless condition? Let that 
be clearly understood. 

I do not mind if these subscriptions 
which are made, are made known com-
pletely, because I want that the Con-
gre% should not take any tainted 
money; I want the Congress to be a 
healthy body; I want the CongreSs to 
take only such money as it is prepared 
to publish. My hon. friend there said 
'Well, how are we to know?'. And 
there were open challenges thrown 
here, and instances were asked for. 
My hon. friend who spoke last, said, 
'How are We to know? You are issu-
ing licences to 80 many people'. I 
might point out that the licences which 
are being issued to the various parties 
are published every week and are 
known to everyone. The licences are 
published, and it is known to every-
body as to who have been given the 
licences, and who are the people who 
have given the donations. You cannot 
even check that up. What is the use 
of merely saying, 'How are we to 
know, to whom the licences have been 
given?' These licences are not given 
in a neek-and-corner manner; they 
are given in an open manner, and 
they are published in the gazette for 
the information of everyone; you can 
get bold of the gazette and see whe-
ther these licences have ben tainted 
or they have been given this way or 
that way. 

When my bon. friends talk of de-
mocracy, let them also understand 
that they have also a responsibility 
towards democracy, and not indulging 
in cheap and vague allegations which 
just feed unthinking people and try to 
carry them by certain passions and not 
by reaoon or by what is right or what 
they themselves would like to do. I 
do not want to enter into the question 
of how our friends opposite get subs-
criptions from bere and there; I am 
not interested in that matter; I am 
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only dealin'g with the provisions of the 
Bill before us. 

Shrj Prabhat !tar: The Bill that is 
before the House, after it has emerged 
from the Joint Committee, is a very' 
important one, becaUSe it deals with 
an important aspect of the working of 
companies in India. No doubt, OIl 
the floor of this House, we have found 
a single voice which has objected to 
some of the provisions which have 
been universally acclaimed by all 
sides of the House. I would not have 
wasted the time of the House or taken 
note of that single voice, had it been 
only a single voice, but when I look 
into the minutes of dissent, I find that 
there is a minute of dissent signed by 
three members of the ruling party, 
where they have also dealt with the 
same subject and expressed the same 
apprehension and echoed the same 
feeling which we have found voiced 
by 8hri M. R. Masani. I would like to 
draw the attention of the House to 

one particular sentence in their minute 
of dissent, which reads as fo1101\'8: 

"We should not also forget that 
such a piece of massive legislation 
with such large regulatory powers 
to Government is bound to come 
in the way of foreign collaboration 
and investment in India," 

Now, the burden of song of Shri M. R. 
Masani was that if such restrictions 
were imposed on the commercial ana 
industrial world, they would retard 
the growth of the economic structure 
of the country, and, therefore, such 
restJ:ictions ought not to be imposed, 

Mr. Chairman: The hon. Member 
might continue tomorrow. 

17 ImJ. 

The Lok Sabha then ad;ou.rned tit! 
Eleven of the Clock on Friday, Nov. 
ember 18, 1960 I Kartika 27, 1882 
(Saka) , 




