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that the Committee shall make a
report to this"Fouse by the Arst
day of the 148th Session of the
Rajya Sabha; and

that this House recommends to
the Lok“Sabha that Lok Sabha do
join in the said Joint Committee
and communicate to this House the
names of members to be appointed
by the Lok Sabha to the Com-
mittee.”

The question was put and the mo-
tion was adopted.

———

THE COMPANIES (AMENDMENT)
BILL, 1987

THE MINISTER OF INDUSTRY
(SHRI J. VENGAL RAO): Madam
Deputy Chairman, I beg to move;

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

The Companies (Amendment) Bill,
1987 seeks to bring in certain amend-
ments to the Companies Act, 1956 in
the light of the recommendations
made by the Expert Committee on
the Companies and M.R.T.P, Acts and
in the light of the -experience gained
in the administration of the said Act.

I would like to make g mention of
some of the broad considerations kept
in view while proposing amendments,
TFirstly, the functions which are pure-
ly of administrative nature and func-
tions which have an element of ad-
judication have been identified. Some
of the powers presently vested in the
High Court and the Central Govern-
ment which call for judicial approach
and administrative = circumspection
are proposed to be vested in the pro-
posed independent Company Law
Board, The Board is proposed to be
restructured as an independent quasi-
judicial pody .to exercise such func-
tlons

The adoptmn of the. prmc;ple of
management by exception is reflected
in the proposal; relating to appoint-
ment and remuneration of managerial
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pertsonnel, Thus, the requirement of
approval for appointment and pay-
ment of remuneration to such per-
sonnel is proposed to be dispensed
with subject to the statutory guide-
lines included in the Schedule an-
nexed to the Bill.

With a view to ensuring that the
annual accounts of Companies reflect
true and fair view of the affairg of
the company, it is felt that it is
necessary to de-link the rates of de-
preciation under the Companies Act
from the rates of depreciation uynder
the Income-tax Act and i{o lay down
the rates in the Companies Act itself.
Simultaneously, companies will be
required to adopt accrual basis of
accounting,

Some of the legislative measures
are directed towards prolection of
the investing public. Provisions re-
lating To intervention of the Company
Law Board against non-payment of
public deposits; compulsory redemp-
tion of preference shares in certain
cases; requiring companies to disclose
reasons for refusa\l to register trans-
fer of shares; protecting the rights of
the transferee pending mutation of
his name in the register of members;
compulsory listing of all public issues;
ang return of application money
within the specified time, seek to
achieve this objective,

More recently, the number of
shareholders of corporate bodies has
increased substantially. Thig pheno-
menon to some extent has resulted
in companies having to incur higher
costs for servicing them. According-
ly, it ig felt that it is necessaiy {o
make provisions with a view to re-
ducing cost and burden on companies
without, of course, impairing the in»
terests and rights of shareholders
The more important proposals in th‘xs
regard relate to requiring companies
to attach only an abridged form of
prospectug - to the application form.
It is also proposed that listed com-
panies may, if they-so desire, ,ser'lé
only an abridged version of the
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balance gheet to the members. How-
ever, the right of the shareholder #o
obtain the full annual accounts on

request has been provided. Other
provisions in this regarg relate to re-

quiring companies to hold g poll in

general meeting only at he instance
of the shareholderg having some mini-
mum stake In the company; and
further requiring companies to file
full annual return only once in six
years

Conservatlon of energy, absorpton
of technology and foreign exchange
earning and outgo are the aspecis
which have been engaging the atten-
tion of Government for some time.
A monitoring mechanism has becn
devised by the proposal for disclosure
of particularg relafing to energy con-
servation, technological absorption
etc. in the Directors’ report.

Th Bill contains provisions relating
to the three professionsg concerned
with the management and adminis-
tration of companies. Streamlining
the provisions relating to ceiling on
number of gaudits by chartered ac-
countants, imposition of ceiling on
number of cost audits and introduc-
tion of the concept of ‘secretary in
whole-time practice’ are proposed in
the Bill.

Opportumty has been taken to re-
move certain irritantg and loopholes
with a view to making the concerned
provisions more effective.

As the Hon’ble Members are aware,
the Bill was introduced on 31-8-1987.
Since, then, it has generated consi-
derable débate and verS were ex-
presse,a on_the prov1smns of the Bill

. ,”qrious chambers of commerce,
prplessxon{al bodle,s and ubhc inves-
fo}',i concemed withi the  cor 9£§1te
ggc or. . In fhe}ght of fhese stigBes-
,prg l% vemmgnt feels tfaat it

gsfT bie to mové few émend-

?fi 6rger , iinfuse éreatér
%{ity 3 premsioh to the provigiotis
ad ﬂwn
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The Government feelg that he pro-
visions ©of the Bill, when enacted,
would be a step in the right direction
for better management and adminis-
tration of the affairs of the compa-
nies and for protection of the rights
of investors.

Bill, 1987

I now move that the House bLe
pleased to take up the Bill for con-
sideration and pass the same.

SHRI KAMAL MORARKA (Rajas-
than) : I move:

“That the Bill further to amend
the Companies Act, 1956, be refer-
red to a Select Committee of the
Rajya Sabha consisting of the follo-
wing members, namely:—

1. Shri B. Satyanarayan Reddy
2. Shri Virendra Verma
3. Shri Ghulam Rasool Matto
4. Shri Chitta Basu
5. Sardar Jagjit Singh Aurora
6. Shri V. Gopalsamy
7. Shri K. Mohanan
8. Shri Gurudas Das Gupta
9. Shri Dayanand Sahay

0 Shri Kamal Morarka

with instructions to report on the first
day of the next Session.”

SHRI SUNIL BASU RAY (West
Bengal): I move:
“That the Bill further to .amend

the Companies Act, 1956, be referred
to g Joint Committee of the Houses
consisting of 21 members; 7 mem-
bers from this Houge namely:—
1. Shri Aladi Aruna alias V.
Anmacha’lam
“hn M S Gurupadaswamy
Shn Samar Mulrch‘e‘rjee e
\e{hn Parvathanem Upe'ndra
X sfm Atal Blhal'l Va]payee
. Shn N E Balardm
 Sun{l B4 REF

‘N

=N @ B W



i

217  Companies (Anudt,)

and 14 m:ambers from the Yok Sabha;

that 1n order to constitute a meet- -

mg of the J”omt Committee the quo-

rum shall be one-third of the total

numbeyr of mem’bers of the Joint Com-
mittee;

That in other respects, the Ruleg of
Procedure of thig House relating to
Select Committees shall appiy with
such variations and modifications as
the Chairman may make,

that the Committee shall make 3 re-
port to this House by the first day of
the next Session; and

that this House recommends to the
Lok Sabha that the Lok Sabha do
join in the gaid Joint Committee and
communicate to this House the names
of memberg to be appointed by the
Lok Sabhy to the Joint Committee.”

The queastions weres proposed.
1.00 pm.

SHRI KAMAL MORARKA: Madam
Deputy Chairman, at the very outset,
I would like to say that this amend-
ment Bill is a very half-hearted one.
In the Stetement of objects and Rea-
sons, the Government has sald that in
the light of the recommendations
made by the Expert Committee
(Sachar Committee) and in the light
of the exjierience gained In the adinl-
nistration of the Companies Act 1958.
over the last few years, Government
* have felt it necessary tp ~bring this
amendmerit. Madam the Sachar Com-
mittee retort is a very bulky report.

THE DEPUTY CHAIRMAN: The
hon. Meniber is making his maiden
speech. -

SHR1 KAMAL MORARKA:
Madam tne sachar Commxttee report
is’ d very bulkv one. This Commlttee
was set ut! in 1977 and the recommen-
détions are’ fror‘n having become very
old have neot been dealt wifh in this
athendmient BIll' ay all.’ l'n ‘faet, ’c s
amending Bili has “got “¢eftdin fea-
tufeq which confusé the mveptors The
purpose ‘of the “Act 15 to profect the
credifors depOsi‘tors and g,harehol
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ders in a much wider sense than those
who have a biggér stake in the com-
pany which they are managing. Now,.
Madam, here we find that in this par-
ticular amending Bill certain provi-
sions have been made to protect the
depositors by way of giving powers
to the new Company Law Board in
respect of fixed deposits. At the same
time, a very important right of the.
investois has been taken away and,
that is, to get an annual report on the
functioning of the companijes. A pew
feature is being introduced in the
Companies Act which was never there
before neither in the Companies Act,
1913 nor the Companies Act, 1956, nor
the various amendments that have
been made since 1956. Only zn abridg-
ed form of the profit and loss account
and the annual report will be sent to
the shareholders and on payment of
fee he will be entitled to get the full
report as he is getting now. If the
hon. Minister looks into the repre-
sentations from various sha.reholders
associationg over the years he will fina
that even the existing requirement of
information to be provided to the
shareholders is not enough. In fact,
shareholders’ associations have already
represented that the information
given to them should be much more
specific. In companies which have
got various divisions, it should be di-
vision-wise. There are a lot of other
features which they have pointeq out,
from' time to time. Here we find a
Bill Whlch has been ostensibly brought
to pmtect these very small sharehol
derc and denosﬂorq w}uch takes away
even the ex1s’clng rlghts being glven
to them It is a very, very serious
matter In’ corporate functlot.';ingh as
We have seen OVer the last few years,
1 may venture to say that even the
Sachar Commx;ttee recommendatim\s
haVe beco;ne a Iittle out of-giate, be-
cause in the last fjve years especlally
after this Government has come t¢
power, there has been a sea-change n
the operatlon of the corporate sector
This particylar Act which is the main
Act governme the adtpmistraﬁon of
the compax,afes in the corporgte gector .

......
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cannot be effective, in spite of over
600 sectlons and a vast army of com
pany law administration officials all
over the country. The small deposi-
tors and the shareholders will always
be left at the mercy ot a certain Gov-
ernment bureaucrat or a certain de-
partment. For instance, in spite of all
these powers which the Company Law
Board enjoys, this particular amend-
ing Bill says that certain powers will
be shifted from the High Court (o
the Company Law Board. = Madam,
it makes no difference. The ultimate
executing authority is the Govern-
ment. The Company Law Board will
be executing its decisions through the
Government, Now, I want to know, if
the Company Law is effective, then,
how we have got massive cases cf
duping? The investors are totally taken
for a ride. M/s. Sanchayita
and M/s. Peerless are caseg which
come to my mind. These arg casus
where the number of people affected
are In thousands and in lakhs. T do
not think that this particulay Bill In
its present form will take into ac-
count the real problems of the inves-
tors. Therefore, my amendment is
that we shoulg refrr it to the Select
Committee.

The hon. Minister Just now salq that
the Bill was introduced on 31st August
1987 and since then, a lot of represen-
tations have been received from trade
and industry, which have heen taken
into consideration to furthey amend
the amending Bill. Madam, I want to
know why shoulq we bypass the pro-
cess of the Select Committee
will do this job much more thoroughly.
I can only recall to memory that is
the time of Jawaharlal Nehru, all acts
which were complicated, like the Com-
panies Amendment Acts or the Com-
panies Act or all such Acts were in-
varigbly referred to the Select Com-
migiee by a motion brought forward
by the Government itself. Now this
procgss, 1 find, for some reasong has
been bypasced. Why ghould Chambers
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of Commerce go on representing sepa-
rately and how do the Memberg know,

how does Parliament know? The
Chamber; of Commerce would
appear before the Select Com-

mittee. The Selecy Committee would
know what exactly are the various
view-points and definitely a more
thorough view could be taken of the
Act.

Now, I want to go specifically inio
few clauses apart from this abridge-
ment of the annual report which is a
very serious matter affecting the com-
mon man. Now, there are certain-
things which are quite contradictory
For instance, on small and medium
size companies the policy of the Gov-
ernment ig that even in the corborate
sector, we will give encouragement to-
small scale industries, small entrepre-
neurs, new entrepreneurs, It is my
submission. Madam, that unless the
law is made effective, the administra-
tion will remain loose. Now the law,
as it ig today, applies to over onec
lakh comvanies. It is not possible to
administer small compsnies which
have a share capital of Rs. 1 lakh, Rs.
5 lakh or Rs. 10 lakhs effectively.
What the nation is concerned with is
where public money is involved. Pub-
lic money is involved in a big way
in companies having a large share
capital, capital over Rs. 10 crores or
Rs. 5 cro-es which today get the same
treatment as small gimplicitor compa-~
nies. It is my submission to the Mi-
nister. Madam, through you, that the
law showld be amended in a manner
that the small companies should have-
very minimal formalities whereby the
Company Law administration.does not
have to waste time on them. Only
then the law will become effective in
the case of Jarge companies - where
we will be able to protect the share-
holders, creditors and depositors. Now
my submission Is even in the case of
wholetime managing director in -this
amending Bill, they have said, com-
panies_having-a share capital of enare
than Rs. 25 lakhs will have to have o
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managing director o a Wwholetime
director. Thig is wholly uncalled for.
This should be for the companies
which have a share capital of over
Rs. 5 crores where we can think of
these positions, the perkg and the
salaries the company can afford. Small
and medium size companies, if they
are family-owned companies, if they
are closely held companies, we should
not burden them with imore and
more formalities which do not help
us in any way to achieve the objec-
tive of this Bill. The four specific
things where I would like to draw the
atteation of the Minister are: it has
been provided in this Bill that pri-
vate limited companies, who accept
fixed deposits will be deemed to be
public companies. Now I see an
amendment has come that this will not
apply to companies getting deposits
from relatives. But I venture to say
that there are small femily combpa-
nies which can raise deposits from
their own friends ang associates. Why
should they bhecome public companies?
They ave not getting money from the
public in the wider sense. If they are
retting loans, they are small Joans
from commercial banks against secu-
rities, By bringing or b« roping in
all thesa companies, reallv what we
are doins ic that we are not applying
the law to these ecompanies but allow-
ing law fto Dbecome ineffective
in the case of kis comvanies
and this ig preciselv what is hap-
pering. For instance, in Bombay or
Calcutta, thee ave bhig corporations,
big r~omvanies which deserva to he
clo-cly monitored whether they are
fellowing the Companies Act oy not.
This ~annot be done howsoever great
our desire may be with a I¥miteq num-
he~ or st2ff and eve-v vear. we nrob
ably can gm0 nn increasing the person-
nel in the Companv Law Depart-
ment. But the administration of the
Act cannot he effective unless we do
an ABC analvsig and ‘gsee that only
those comnanies whera nublic money
is really involved are ¢losely monitor-
ed-andl there T sav.'I am intally
againsi this whole concept where we
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go on providing penalties for infringe-
ment. Penalty should act as a deter-
rent. How far are we able tg deter
the large companies from violating
the law? Here I see a very strange
amendment that in case Government
hias not approved the Managing Direc-
tor’s appointment, the Managing D1
rector will be fineq Rs. 500 per day
for the number of days that he re-
fuses to vacate the office. I do not
understand this logic. The law should
be that Government has not approv-
ed the Managing Director’s appoint-
ment and the Managing Director
should therefore have vacated the
office from the moment Governmen:
nas disapproved of it. But to provide
a penalty of a few hundred rupess in
the event of his continuing in office
for the period when Government has
disapproved the appointmeni ig very
strang2  According to me, the whole:
Comnmanies Act should be looked at
afresh. There should be a Select Com-
mittar or the honourable Minister can
ony hig own bring a motion for a
Joint Committee of both  Houses.
Nothijnz will be lost if this Bill is not
passeg immediately. The Bill shoult
be made thorough, Probably the time
has come when we should hzve a Com-
ranies Act, 1988 which need not have
600 sections. A Companies Act with
100 or 200 sectinns can he much move
effective in curbirg most of the mal-
practices taking place today. And the
corno—ate sector should be involved
in suggesting weys and means hy
which this can be done in a systematiz
manner. This is my humble submis-
sion.

Then I go to my next point. Wha*
is the general tenor of most of thr
amending Bills? Imterestingly, after-
1956 we had the amending Bill of 1960
there were two Bills in 1984, the gene
ral tenor of the Bill was known. wha-
‘her it was restricting the corporat:
sector or it was liberal or for what
purpose. But thiz particular Bill it a-
little Qifferent in the sense that after
the present Gavernment came tos



223  Companies (Anuit.)
[Shri Kamal Morarka].

power, it announcd policies whica
were very liberal to the corporate sec-
ior. Liberal does not mean that they
can break the laws. Liberal mean-
that the Government lays down the
framework of the indusirial policy
and within the framework of that
policy Government wants to give the
corporate sector a little leeway to ope-
rate. But here I find under Section
70 or Section 372 a whole new defi-
nition is given to intercorporate de-
posits. Including deposits within the
meaning of “loan” not only creates
trouble for the corporate sector,—:
humbly submit—it is violence to the
English language. By no stretch of
imagination can a deposit be termed
a loan We are making deposits in
banks. They cannot be called loans.
We are not giving loans under inter-
corporate deposit. To include it un-
der the term ‘loan’ is an atrocity and
it will only affect the small and me
dium entrepreneurs. The pigger com-
panie; can get enough loans from
companijes, from Government institu-
tions. In spite of our talk of socialism
«nd decentralisation, it ig always the
bigger companies which get the larger
cake out of the Government resour-
ces ang it is the small and medium
people who are hard hit by this provi-
sion. While ostensibly it is meant to
vrotect the small man, the peopl2
who are really hit by the tenor of this
Bill are the small and medium entre-
rreneurs. The MRTP anqg FERA com-
vanies are not affected by this Bill a-
all. T do not suggest that therv
should be any restrictions put on
MRTP or FERA companies which are
rot realistic. What T submit is in the
scheme 0f things the Industrial Policy
Resolution from the time of Jawahar-
la¥ Nehru which Government still
vrofesses. is a Trelevant document.
+:al iy tetrhs of fulfilling those objec.
tiveg théte’should be restrictions only
n "~ MRTP-" and FERA compvaniés.
S*natll- vnd  medinmissize companiss
shuld ha outside ‘tha' orbit ¢t mnst ot
these restrictions. Only théh will the
‘Cotpany’ Law
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Vo

ddministration “He

B 1w

effective; otherwise, this series ot
amendments only add to the plethora
of amendments that we have beel
adding from year to yeér. We hav.
two sets 0; companies; those who
want to violate the law with impunity
and those who want to follow the law,
follow the law, in letter and spirit.
It is to the latter category, that i
those who follow the law of the land.
ttat you should give any leeway.

I come to another provision. In the
Statement of Objects and  Reasons
one of the objects mentioned is ‘re
ducing unnecessary cost or burden by
requiring companies to attach only
an abridged form of prospectus to
the avplication form...”T woulg like
to know specifically from the honour-
able Minister which section of com-
panies hag represented that the cost
of printine the balancesheet is pro-
hibitive andg they want to reduce it. i
submit that in the annual report a:
presented today there is a whole sec-
tion gealing with listing of employees
getting salaries of over Rs. 30007.
And 1 fing that over the ygars this
figure of three thouseng is not increas-
ed. Tn thig amending’ Bill there 15
some provision resulting in large
companies having thousands of such
cmployees and they are listing fhose
employees which itself takes =~ up
thirtv or forty pages of the balance
sheet. Merely deleting that provision
can bring down the cost of printing
and that will not affect the small in-
vestors in anv wav. Instead of doing
tnat, thev have taken powers mnow.
ruggest that it shoulq bs deleted al-
together. A small shareholder is not
interested in who is entploved and
what salary ‘he is getting, He'is only
interested in knowing® whether a Di-
rector’s’ relative hag ‘been employed
angd that wag the -origifial ‘purpose.
This ‘was insetted i the vixtiés' when
" was forind thdt thse wives or réld-
tivee of the Manaring ~Direfthry of
romugnies wers abpvointed: on high
saldries:. So; a provision wag insert-
ef. At that time, tHree “thousand
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14pees was a very high salary. It was
saiqd that with regard to people draw-
g above three thousand rupees, de-
iails should be given. Today, the law
should be amended to the effect that
4f the Directors’ relatives or thosc
conpected with the company are em-
ployed by the company, details should
be given. Probably, after this provi-
sion, nobody’s relative will be em-
bloyed because it will come to the
adverse notice of the Government,
But abridging the whole balance
sheet to reduce costs is not good. We
are seeing larger corporations, in-
stead of just giving information as
required by the Companijeg Act, print-
ing fancy palance sheets, colour pho-
tographs, offset printing, printing on
art paper, ete. Cerainly, they are not
worrieq about the «cost. It is a
sfrange thing that the Government is
worried about reducing the cost, un-
tess we are t2lking about the balance
sheels of the public sector companies
which is a different matter. But, a
for the private setcor, the companies
which are doing so- take pride iv
printing colour balance sheets and it
cannot be their representation and
in the name of reducing costs you
cznnot bar vilal information from us
So, he canngt say—it is a very vague
submission of the honourable Minis-
ter—that the Government felt i
necessary to do so as a result of re
presentation. We wang to know, ag @
vesult of representation {rom whom?
There has to be a provision to pro
fac: somebody.

Mzdam, there are two or three
points which I would like to muake
snd they are rather general in nature
in spite of the Companies Act, o
exrerience hag been that most of the
viplations which are technical in na-
ture ave taking p lot of time of the
Comprny Law BRoard and we find
notices being sent to the private limit-
ed companies, we find late pregenta-
tion of returns. late holding of annual
meartings. ate. and even ahout the
simolicitor comvanies in which the
husband and wifr : ava tha directors.

288 RS—S8,

[ 27 APRIL 1988 ]

226
why the hell the Government shouli

be worried about whether they hold
a mceting at all?

DR. BAPU KALDATE (Maharash
tra). They can hold it in a small
room,

Bill, 1987

SHRI KAMAI, MORARKA: But
they are holding. I would submit
that the partnership firms, proprie-
tary firms, private limited companies,
are nothing but glorified partnerships
and the Act should be amendeq in
such a manner that the small private
companies are kept outside the pur-
view of this Department. Only then
the Government Department can con-
centrate on the really larger violations
where companies have started doing
badly, but the balance sheet does not
reflect that, with the result that
more people ‘start putting deposits
ang face difficulties later. There are
investment companies about which
the pcovle do not know and they do
not know whether they have the ap-
proval of the Reserve Bank of India
or not and by the time the Gavern-
ment machinery acts, a large number
of people fing themselve; duped by
these companies ang these companies

cannot be staped unless
the Comvoany Law Department is
vigilant. But I submit that the Com-

pany Law Department cannot be vigi-
lant in the present system because
the present system is conducive to
the harassmeng of the small man and I
find nothing in this amending Bill
which either disciplines these compa-
nies or stops the harassment of the
small men Or encourages the medium
entrepreneur. Therefore, this Bill
shonld ba rejected andg my submis-
sion {0 the Mfnister through you,
Madzm. is that if now this is referred
tn n Select Committee, a4 least all
those of us who are interested
in it can give specific suggestions.The
obiective i< quite clear. The Govern-
ment wants to rationalise the whole
thing, the Government wants t, make
the Companie; Act effective and the
social objectives of the Government
are shared by all of ug and there is
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no dispute about it. But look- at the
provision regarding abridging the
balance sneet giving less informatjon
to the shareholders on the accounts.
Why should the ennual revori con-
tain, according to this bill, infor-
mation  “on  cobservation of energy,
lechnology absorption”?  Now, are
these subjects in which a small in-
vestor iIs interested? Will he cven
understang it? It is highly technical.
I am sorry, I have beey in business
fcr a long time and technology ab-
sorption is something which I have
not been able to absorb at all. So, I
do not know  how 3 small man will
understand that. With this king of
contradiction, I think thig Bill ia g
typically bureaucratic BiJl which
only encourages more papeyr work. It
ig good for the bureaucracy, But the
small man will have to go again and
again to the Government which is
probably good in the scheme ,f
things, but which is contrary to the
avowed objects and reasong of lhe
Bill, It is totally contradictory to the
spirit of the Sachar Committee which
had a very soclalist approach. It is
contrary if I may submit with your
permission, to the thinking of their
own Prime Minister, I do not under-
stand who is the author of thig Bill;
I do not understand how thig kind
of omnibug Bill withou directioy has
Feen brought, This is one of the maost
jpoorly drafted pleces of Yegislation
that 1 have come across. I submit,
Madam, that apart from these things,
if the hon, Minister may allow me
+, submit, 1 have seen in thc dmi-
nictration of companies for smaller
things they are more punctilious, If
» company is not filling some paper
on ‘ime, promptly they will send a

wotien,  But there are some  other
companieg which I know of Wwhich
arec po- repaying their  depositors.
Depositors are knocking at their
Goors. And nobody is listening to
them, This kind of anomaly must

be corrected, since thig i a very im-~
portant Act ipn the sense that. t?le en-
tire corporate secior is administered
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by this Act. 1f the Government has
any powerg to discipline companies,
it is through this Act. And if this
Act is treated in such , callous man-
ner, I am at my wit's eng to uynder-
stand how larger companieg will i
ever come with'n the framework of
any discipline at all. They will net.
Whenevep any controversy starts, we
£'art the coniroversy of the public
sector and the private sector. Thig iy
a needless controversy. In this coun-
try we need the private sector and
we need the public sector, I, this
country we neeg large companies
and we need small companies, Every-
body must play his role as per the
scheme of the Constitution as per
the gcheme of varioug FResolutions.
We in the Opposition may or may not
agree with the Government'’s policies. »
But just now the Government poli-#
cies must adhere at least to what
their own avowed objectiveg are. Thig
Bil] does mot evep conform to their
owp pattern. It is strange to me, I
do not understang how these provi-
sions have found their way into this
Bill, specially in relation to the en-
tire corporate deposits and loang just
because a few High Court judge-
mentg have clearly stated that a loan
ig different from a deposit. The rea-
son you are giving is that thig Bill
also includeg the provision to plug
luopholes and remove some lacunae,
Thiz 15 not a loophole oy a lacunz. -
Loans and deposits are two different N4
things. But by an Act of Parliament
we are trying to change the context
and the meaning of the entire corpe-
rate operations.

While on this subject, I would like
{» say that recently we have seen
companies—Madam, I am jugt finish-~
ing—whose turnover was, ley us say.
Re, 10 crores, and let us say they had
to pay excise of 20 per cent, which
is Rs. 2 crores. We coulg see that
same companies paid 10 per cent les®
excise or 10 per cent more, It ceuld
be in lakhs, Now, Madam, we find
that there are corporate bodies which,



»—

229 Companies (Amiit,)

the Excise Departmen; says, owe ex-
cise which even if they sell their
whole tompany they will noy be abie
io pay. Now, either the companieg are
mndulging iy 3 massive fraud, jn which
case the Company Law Department is
not functioning, or if these are qot
real dues, the Excise Department is
not functioning properly,

Madam, for the commo, man today
it is not a healthy bract.ce in demo-
cracy, People wiil lose faith ip this
entire system. If there are companies
which owe excise dyties of Rs. 500
crores or Rs. 106000 crores, well, I do
not think i} is a healthy practice in
fiemocrac),- or for corporate function-
ing.,

Madam, through you I request the
Minister that the Government of iis
ewn motion shoulg bring a Joint Select
Committee of boty Houses of Parlia-
ment which can gwve a thought to this
over the next few monthg and come
out with a concrete B:ll which will be
legg cumbersome, less complex but
more effective,

Thank you.

SOME HON. MEMBERS. Very
good.!

THE DEPUTY CHAIRMAN:. Very
googd speech! Mr. Rameshwar Thakur.

SHRI RAMESHWAR THAKUR
{Bihar): Hon, Deputy Chairman, I
rise to support the Companies (Am-
endment) Bill, 1987. I would like to
congratulate the hon. Minister for a
very bold, very pragmatic and very
realistic Bill he hag brought in this
House. Thiy wag long standing ar-
endment which has been pending and
which was expceted by the entire cor-
rorate sector, the shareholders, the
depositors, stock exchanges, profes-
siona] bodies, Chambers of Commerce
and other scectorg of the community.
They expected a comprehensive am-
endment of the Companies Act. We
know that the role of the corporate
sector is very important in the na-
tional economy. We have to seé¢ that
not only in India buy throughouy the
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world, during the Jatter part of the
19th century and the currént century,
the corporate sector has done a remar.,
kable work for the growth of national
and international economy and it
management, The important factor ig
that when the economy grew from the
proprietorship or partnership, they
had the unlimiteq liability, The cor-
purate sector hag a very chequered
kistory of its growth and development
in thig country and abroad. So far as
India ig concerned, for the first time
it came in the year 11850, Our present
Act of 1856 is a very comprehensive
legislation of itg growth between 1850
and 1956, i.e, more than 100 years,
This old Act was primarily based on
the English law. The firs; compre-
hensive law passeq in England wag in
1844. That was the basis of our law
in 1850 which was amended from time
to time., Thig law wag not the central
law and the gdministration of this Jaw,
ie. the registration used t, be with
the permission of the Higp Courts of
Calcutta, Madarag and Bombay. I
see that the first most important cor-
porate sector i India was the East
Indiz Company ip about 1600. Since
then varioys formg grew and deve-
lopeq in this country. We had va-
rioug developments go far a5 this Act
is concerned. But the mosy impor-
tant iy our country was the Act of
1913 which was based on the English
law of 1908, Thereafter, there were
a few amendments from time to time.
I would not take the time of the
House in mentioning all the amend-
ents. But the mosy important _am-
erdments based on varioys expericn-
ces and expert opinions Was tl“.e
amendment of the year 1956 This

1= the Act which we have he-
" jorer us. This Act, ig so  com-
prehensive. Iy is the brggest stai

{ute in India that we have got.
would tike to mention here that it has
658 sectiong and 12 1ong schedu1e§.
This is the Act which ig under consi-
deration for amendmeny today. 1
would say that this matter hag been
discussed from time to time. After
21 years of the ‘administration of this
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law, ie, in the year M877 the Bach-
char Committee wag appointed which
submitted, as mentioneq by my col-
leagu'e Mr. Morarka, a very compre-
hensive report, He has mentioned
about the working of the present Gov.
ernment during the last five years.
But when the report was published, no
action was takey by the then Govern-
ment in 1978, 1979 and 1980, There-
after, the new Governmeng wag form-
ed in 1980 and that Government want-
ed to have a fresh look at the whole
situation. Therefore, further detailed
examinations were conducted i, re-
gard to the various aspects of the re.
commendationg and suggestions of the
various bodieg keeping in view the
developing trends in the corporate
sector in India and abroad. We Byow
thay in the Britisp lJaw. There was a
comprehensive amendment j5 1985
and the present amendment takeg into
consideration the amendmentg in the
British law. Keeping in view the
growth and development of the corpo-
rate sector, particularly during the
last 7 or 8 years, in all the countries,
1 would like tp say that our corporate
sector has grown very fast. The cor-
porate sector in our country wag of 4
gmall number whey we started. After
independence, even the public sector
companies were of a very small num-
ber. 29 companieg were there in the
beginning. We find that in the year
1981-82. ..

THE DEPUTY CHAIRMAN: You
please continue after Iunch. Now the
House standg adjourneq for lunch and
we will meet agajn at 2.30 P.M.

Companies (Anuit.)

The House then adjourned
for lunch at thirty-one minu-
tes past one of the clock.

The House reassembled after lunch at
thirty-two minuteg past two of the
elock, The Vice.Chairman (Shri
Jagesh Desai) in the Chair.

SHRI REMESHWAR THAKUR: Mr.
Vice-Chairman, Sir, the Companies
Amendment Bill, 1987, containing 87
clausag reflects a substantial effort to-
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wards amending the corporate law.
It embodies ithe Government’s inten-
tion to liberalise controlg and, in
particular, the concept of control by
exception, The Bil] is welcome for
many of its positive and progressive
features. The proposal for constitut-
ing an independent Company Law
Board, for which there wag g demand
from variouys sectiong of the commu-
ity for a long time with enlarged
powers and duties, it is believed,
would provide relief to courts from
routine litigations and make room for
lesg costly and expeditioug disposal of
matters. On the other hand, it will
enable companies, shareholders and
others to get quick and speedly dispo-
sa] of their matters from the Com-
pany Law Board. There i5 a definite
allempt to bring the law in line with
the contemporary needg of the sociely,
which is very important for any pro-
gressive change in the law, and to-
wards fulfilment of public interest.
Efforts in this direction are also no-
ticeable in the proposalg for protection
of depositorg angd prohibition on the
issue  of irredeemable  preference
shares, Ag we are all aware, a num-
bep of companies, old companies, have
got irredeemable preference shares
and the shareholders have never got
it. This will help such sghareholders
io get their money back after a cer-
tain period of five years or S0.

Next ig listing of public issue§ on
recognised stock exchanges. This is
very important in the intertst of stock
market and shareholders in -general,
Specific information is sought from
companies in their report reggrdmg
conservation of energy, upgradatxon' of
technology, absorption and foreign
exchange earnings and outfiow, Thesa
arc basic informations in the light of
the current economic development
and development of sc’ence and te(?—
nology, and it is essential that t.hls
information should be available whlgh
is of vital interest to the people in
general. The proposed amendmeny in
the areag of uniform accounting re-
lating to mandatory accounting on ac-

N
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crual b?sis is very important. The
Companies had the freedom to prepare
accounts in the mauner they liked
partly on cash basis, partly on accruai
b{ssm In which it was considered expe-
dient and that never reflected  true
and fair positio, of the accounts to
the shareholders, particularly in res-
pecy of declaration of dividend. There.-
fox'-e, this is a very important gtep and
this will have the support of the pro-
fessional Institutes, like the Institute
of Chartered Accountanty of India and
other professional bodies,

Next item is delinking of rates of
depreciation from the fiscal laws.
This is another welcome feature be-
cause we had the denreciation based
on intome-tex iaw ang under the in-
come~tax law, ag wa find, the rates
have increased twice or thrice, gnd
s that will not give 5 true picture.
Thorefore, this 15 a welcome featyre.
I. was expected that this Bill will go
o long way in rationalising ang sim-
n'ilving muny of the provisiong of the
Compen'eg Act, besideg providing jibe.
ral gpproach fo many complicated gnd
cumbersom= provigions of the law.
Therefore, as the hon. Minister has
said, we have to gee that the baslc
approach and the basic significance
a. laig down in the Objects clause of
the Bill, are very important and ‘a
clear indication of the Governmenls
intention to bring about important
changes in the corporate law to on-

able healthy growth of private and
public sectors.
Compounding of offenceg punish-

able with fine is 3 very important fea-
ture. Then, dispensing with Govern-
ment approval foy managerial appoint-
mentg and remuneratioy subject to
certain guidelines, is anolhey impor-
tont feature. Large number of appli-
cationg were pending and in spite of
this welcome feature, my friendg from
{lbe other side are still criticising. This
iz a very important ang a liberal ap-
pruach. There guidelines have been
1aid down and all the companies, big,
medium-sized and small, have to con-
form to these guidelineg and will have
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the freedom to choose thelr profes.
siona} people keeping in mind their
Tequirements, As I haq said, delink-
ing of rateg of depreciation ig very
important because thig ig one matter
where we have seen so many litiga-
tions in the corporate sector, and the
bresent provision will also help ip re-
ducing unnecessary burdey on the
companieg to attach the balancesheet,
Now it will be only in the abridged
form, and only an abridged version of
the balance-sheet and auditeg reporis
which will be givey to the members

Another provisio, requires compa-
hies to hold a poll in the general
meeting at the instunce of the ghare-

holders whg have <ome minimum
stake 1n the company.
There is also a provis.os .cfulitng

companies to file full &
nily ones 1 g.X years. ITn': oo
mpottang because we fing that a large
numbop of dnzumenis a e filed s
300; 1o th sharcholders. Ordinary
shareholders are not able to make use
of theze documents. It hag beea
wrongly pointed oat by my friend
from the other s’de thal the share-
holders have to pay for this. These
will be given free of charge to the
shareholders who need them, who ask
for them and who are able to make
use of them.

Then, it is also necessary that the
balancesheets which are sent to the
shareholders should give the truz
picture, should reflect the fair picture.
We should not unnecessarily waste
money in stationery, postage etc. We
should not spend money jndiscrimina-
tely on these things specially where
the number of shareholders is 40,000,
50000 or more. Tt is not necessary
Thoss who need them will have them
on specific request.

Theve were certain looovholes, cer-
tain certein defects in the
working of the law. These are being
remnoved and these amendments will
enable the Government to streamline

1aounae,
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the administration of the company
law. At the same time, the companies
themselves will have to improve upon
their performance in the light of the
amendments brought forward. '

My friend, Mr. Morarka, is supposed
to be a very knowledgeable business-
man, an expert in business affairs. I
expected very knowledgeable com-
ments from him. I thought that he
will suggest some Iimprovements, 1f
necessary. But to say that this Bill is
a halfhearted measure is not correct.
The bill has dealt with some
of the most basic issues affecting
the corporate sector. Tt has taken
into consideration the various aspects.
It has bean mentioned that the Sachar
Commitee report is very old. The
reason for this is that the report was
given in 1978 but no action was taken
on it. But I would like to point out
that the latest amendments have
taken into consideration not only the
important recommendations of the
Sachay Committee, but they have also
taken into consideration the prevail-
ing situation in the corporate sector.
the developments in the corporate sec-
tor and the suggestions ‘received from
various export bodies, professonal
bodies, chambers of commerce, share-
holders’ associations etc. Therefore,
to say that this is a halfhearted mea-
sure or it does not take into considera-
tion the latest requirements is incor-
rect. Such Statements do not help.
We should not try to undermine the
nrogressive measure which has heen
brought forward before this House.

Then, in regard to the Combpany
Law Board, we have been saying, we
have been demanding. that it should
be an independent bodvy. We wanted
that it should be like other indepen-
dent hndies For instance in the cas»
of eXcica and ericstoms. wa have jnde-
penden+ tribural Therefnre. the
amendmoant in this regsrd is welcome.
The onlr suggestion I woulg like to
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make here js in regard to the qualifi-
cations of the members of the Board.
I is said here that the qualifications’
will ba ag may be prescrived. I think,
when we are bringing fo.ward such a
progressive measure, we should have
specialists on the Board. Recently, we
passed the Khadi ang Village Indus-
tries Commission (Amendment) Bill.
On the same patiern, we should have
specialists on  the Company Law
Board; specialists i the field of ac-
countancy like chartered accountants,
experts in law, experts in gdministra-
tion etc. We should specify the quali-
fications of the people who will be eli-
gible to become its members. If it is
not possible to prescribe the qualifi-
cations at this stage, the hon. Minis-
ter should give us an assurance that
when the Board is constituted it will
ba composed of specialities like char-
tered accountgnts, lawyers, experts
in administration and eminent men
in public and private sector organisa-
tions. When the Company
law Board consists of such emi-
nent people, experienced peo.
ple, they will have the necessary
input and they will be able to do
justice to the independent nature of

the Company Law Board envisaged
in the Bill,
The other point is, WMy. Morarka

was good enough to mention about
the right of the depositors and share-
holders. He has also been good en-
ough to mention that the amend-
ments that have beep brought about
are not enough and that the Bill should
go to the Joint Select Committee for ‘a
fuller and fuller consideraion.

THE VICE-CHAIRMAN (SHRI
JAGESH DESAI): He has suggested
that the Bill be referred t, the
Select Committee of Rajya Sabha
and not to the Joint Committees.

SHRI KAMAL MORARKA: My mo-
tion is for referring this Bill to the
Select Committee of Rajya  Sabha.

SHRI RAMESHWAR THAKUR: It
hardly makeg any difference, whether
it is referred to the Joint Committee
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or to the Select Commuttee of Rajyg
Sabha. But I would like him to ap-
breciate one thing, This Bil] has al-
ready been delayed. The Sachar Com-
mitlee report came in 1978, In 1986 the
Bill was ready, Actually the Bill was
introduced to ys in August 1987. From
i587 to January 1988 there have
been Very sincere efforts on the part
of the Company Law Department to
obtain comments on thig Bill. The
Secretary, the Joint Secretary and
other experts went round the country,
The Chamber of Commerce, profes-
sional bodies like the Institute of
Chartered Accountants, Cost Accoun-
tants Institute, Company Secretaries
Institute, Stock Exchanges and other
institutiong had been given due re-
presentation. I am not sure whether
my friend Mr., Morarka had an oppor-
tunity of going through the official
amendments which have been brought
about and introduced by the hon.
Minister on 23rd February 1988 itselt
and this is very important. Unless
we take cognizance of these amend-
ments, we will not be doing justice
to the Bill, After the official amend-
rments were received, they were deli-
berated upon, discussed and a num-
b~ of hardships which were con-
tesnplated have been met in the Mill.
There are about 82 amendments by
Govoarpment, A 1st of important
amendments hag been circulateq to
the hon. Members, I do not Xknow
whether Shri Morarka hag received a
copy of these amendments because
these are the gmendments which have
taken into considerations all the
things that could pe pointed out by
any Select Committee. There are very
welcome featureg in these amend-
ments and the Bill has been drafted
in a very comprehensive manner. Nor-
mally, one stands on prestige to
think that once the Bill is introduced,
no amendments can be suggested.
Here is a very progressive measure
hrought out by the hon. Minister
where all these amendments, all these
suggestions have been itaksn into con-
sideration. The language, the drafting,
various aspects of the Company Law,
all these thing have been taken into
consideration. T am sure, at this stage
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no professional body, neither the
Chamber of Commerce noy any other
institution or association wants this
Bill to go to a Select Committee. With
these amendments, I think we should
not try to halt the application of the
progressive law. If there is any fur-
ther suggestion, it can be made in this
House and the hon, Minister can
consider it on merits, but there is no
case to send this Bill to a Selecy Com-
mittee. It will be only waste of time
because this opportunity wag already
given. We had more then six to eight
months. We have gone through all
the aspects of the Bill. Suggestions
have come from various forums which
any Joint select Committee could col-
lect. Therefore, my humble suggestion
ig that this Bill should be passed by
the House after giving an gpportunity
to other Members of the House who
want to speak on this Bill

SHRI KAMAL, MORARKA: Op a
point of order. Public debates and
press debates can never replace a dis-
cussion in Parliament or during the
Committee meetings of the Parlia-
ment. So, to suggest that no useful
purpose would be served if the Bill
is referred to a Select Committee, is
casting aspertions on the Committees
of Parliament.

THE  VICE-CHAIRMAN (SHRI
JAGESH DESAI): That is his view.

SHRI RAMESHWAR THAKUR: It
is not a point of order. But I would
say, many eminenf people have par=-
ticipated. Economists, professionals,
business people, everybody has parti-
cipated. 'What more public debates
you want to have?

SHRI KAMAL MORARKA: No pub-
lic debate is higher than the debate
in a Parliamentary Committee.

THE VICE-CHAIRMAYN (SHRI
JAGESH DESAI): There is no point
of order.

SHRI RAMESHWAR THAKUR: We
have got the committees, The ' pur-
pose is the same. We must have the
essence and not the form alone, The
essence hag been met and therefore
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I think it is not hecessary to go in
for this.

He has also been good enough to
eriticise the performance of govern-
ment officials and also spoken about
powers of the High Courts, I would
like to touch upon these two points.
So far as powers of the High Courts
are concerned, in many respects it
was a costly affair for many share-
holderg and depositors. It was in the
interest of the corporate sector and
the share-holders ang depositors etc.
to bring them under the powers of
the Company Law Board, There
was a demand for all these things.
If you see the detailyg you will find
that even for small petty matters it
was quite expensive an affair; it was
a time-consumin > affair, 14 wgs
not righit that these matters should go
to the High Courl. Anyway, it was
incorporated in 1256 and therefore it
is a right gtep. There is no curtail-
ment of the powers of the High
Court. In fa2l powers have becy given
to the Company Law Board for speedy
disposal, as has heen done in other
forums. We have been requesting for
a similar court for direct taxes. Simi-
larly we have got an independent
body for Customs and Excise and peo-
ple have welcomeqd it. Cases used to
lie for years together in these courts.
So- this will be helpful. He gaiq that
it is bureaucratic gnd all that, I sup-
pose that is not a real gppreciation
of ‘the provisions when are very prc-
gressive.

. Now coming tg the working of the
Department, in fairness to the De-
partment, I would gay that with all
the limitations and despite the fact
that the corporate sector hag grown
in a big way, the administration of
the corporate sector has been as effec-
tive as possible. There are certain
weak areag in which improvement is
required and I have some suggestions
to make which I will make towards
the end. But I am sure these amend-
ments will bring about radical chang-
es, will streamline many of the pro-
cedures which used to be very lengthy

Bill, 1987 240
involving filing of so many documents
ahd papers. There used to be no mo-
nitoring. It was not feasible to have
it, These amendments are in that di-
rection and we should appreciate
them.

-About small companies, I think this
is a matter which should be taken
into consideration, but I think a lot
of rationalisation has been brought
about and this will help many of the
small companies and many other
companies also in so far as these
amendments are concerned,

Now I would like to make a few
suggestiong for the consideration «of
the hon, Minister. One is that the cor-
porate sector must have a profession-
al management. Unless this is achiev-
ed, we will not he able to get the
desired results. Thrcfore some more
positive steps shoulg be taken in the
dirertion nf management of the cox-
porations gnd also the administration
cf the Department should have pro-
fessionals to the extent possible, be-
cause we gre dealing with technical
subjects, When we are dealing with
the Companies Law of thig size with
€58 clauses, we must have persons
who study them, not at the level of
the Company Law Board alone but at
the level of Regional Directorates gnd
Registrar’y office. 'These need to be
strengthened in 4 big way by very
professional people. Qualified and
efficient people are a must, Other-
wise we will not be doing full justice
to the growing corporate sector.

Secondly, the strength of the De-
partment is very much depleted.
While the number of corporations has
increased, the strength of the staff is
virtually the same I understang that
lakhs of documents are pending. They
are not classified. Many people go-
ing for geting the morigage certi-
ficate and so on have to rup from
piller to post and are not able to get
these things because there is dearth
of hands, dearth of space and facili-
ties, We are aware that fhe number
of corporations has increased. I would
give g few exampleg In March 1982,
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we had about 894 companies in the
public sector with Rs. 13,309 crore as
paid up capital, The number has in-
creased gs on 3Ist December 19387
to 006 with Rs. 43,782 crore as paid
up capital. Similarly, in the case of
non-Government companies, their
number has increased from 71,508 to
1,49584 and the paid-up capital has
increased from Rs, 5,626 crores to Rs.
9,821 crores. Thus you will find that
the total number of corporate com-
panies in India has gone up to 1,50,620
with Rs. 43,640 crores as paid-up capi-
tal, With this growth it is esséntial
that we must have a p oper set-up znd
organization to have effective admin-
istration. .. (Time bel] rings)... Sw,
I woulyg lika te mention g few points
oniy.

The Devartment has got a good in-
come. I would say thai its income has
increased. In 1987-88 it was Rs, 14.15
crores. I think it should be Rs. 18
crores or so. But the expenditure was
only Rs. 6.42 crores, In thig connec-
tion I would like to mention that the
53rd Estimatey Committee of the T.0k
Sabha has made a recommendation
and said that when we are getting so
much income, even hali of it is not
expended by the Department; the
moncy must be spent for the develop-
ment of the Department, for research
and bringing about efficiency in the
Department. Or, they have said that
the feeg should be reduced. I would
urge that the fee should not be re-
duced but the Department should be
strengthened. We should have the
latest equipment in the Department
to stramline the whole procedure,
the latest technology should be used,
better accommodation and better faci-
lities should be provided to the staff
and officers so that the administration
becomes more efficlent. Al thig is
very essential, Research also should
he conductad: Eflective administra-
tion, inspection and monitoring are
very essential.

I would suggest that there should
be a Codification Committee and this
Committee should consider the en-
tire law in the light of the latest deve-
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lopments, as has been mentiened by
my friend, But what is necessary is.
to examipe it on a different footing,
amd_not this Bill alone. They are al-
ready - progressive, But there should
be - ar Codification Committee for three
kinds ‘of ‘laws, ‘Firstly, for gmaller
comipanies we must have smaller
laws~-important ones—and they should
not be'burdened with such g compli-
cated law. Secondly, for big corpora-
tions they shcould have a comprencp-
sive, but streamlined, law. And the
third one is for Government corpor-
tions becausa the same law is 1w
applicable to them. But Govern-
ment coriorations are on
a different footing where there ig no
private profit motive, They are owned
Centzi Government gr tho
State Governments. Therefore, it is
essential.

by thn

Also, review of the working of the
Central Government corporations,
more so of the State Government
corporations, is important, We have
got a large number of State Govern-
ment corporations wheré balance
sheetg are not filed for years together
and there it is very essential that the
working of those corporations should
be professionalized, efficiency brought
about, costs brought down, profita-
bility impfoved ang the obligations
under the Companieg Act fulfilled as
any other corporation does. This is
very essential.

The corporate sector has got a pi-
votal role to play in the economy of
the country in the next 10 to 15 years
and we must take the necessary
steps to ensure that the efficiency of
the corporate sector is improved,
give it added opportunities and enable
it to grow and not hinder its working.
I am confident that the honourable
Minister will take necessary gteps
to ensure ity growth anq gee that this
nrograssive RBill which has teen
brought about is really imolemen‘ed
hoth in lottor and enirit snd T horr 4=
faithfnl imnlemeantatign will egiv, o2
the desired results expected from the
coronorate sector in the veary to come.
Thank you, Sir.
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SHRI SUNIL, BASU RAY: Mr.
Vice-Chairman, Sir, I have tried to
go through the Companies (Amend-
ment) Bill and the amendments to
the Amendment Bill. So, it iy really
an Amendment Bill ag amended up to
date. 1 do not know, if we pass the
Bill today, whether there will be
necessity to amend it tomorrow be-
cause in the recent past we had passed
the Direct Tax Laws (Amendment)
Bill, and soon after we heard that it
has got to be amended and such a
Bill should not have been passed in
such & hurry, Mr. Vice-Chairman, you
may also remember that our hon.
Member, Mr. Salve, has made this
comment ipn the press when the House
wag not in session. Mr, Morarka has
also moved an amendment, and 1
have also moved an amendment that
this Bill should be referred to 5 Seleei
Committee,

SHRI DIPEN GHOSH (West Ben-
galy The Minister himself hag brought
a number of amendments after in-
trodution,

SHRI SUNIL BASU RAY: I think,
this Bill, if we want to do justice to
it, should be referred to a Select Com-
mitteq as per the rules. We should
not take enhances to play with these
Acts, these Bills because the fate of
the proper operation of these Acts
depends not only on the direc-
tors and many shareholders but the
workers and other people also because
companies are institutions which are
a part of the present economic sys-
tem which you cannot dispense with
so easily. So, if you have to run this
economic system as far .as possible to
the benefit of the common people, of
the workers, then, the Companies Act
should be ag far as possible demo-
cratic. In the Company Law Depart-
ment’s Annual Report I have come
across g new coinage of words
“sharehalders democfacy.” 1 do not
know what it is. The shareholders
altend meetngs by proxy. I know,
there are workers who are sharehol-
ders of Reckitt and coleman. 1 have
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come across those shareholders whu
do not get two square mealg 5 day.
Why did they become shat€holders?
Because the Company wanted to get
rid of paying them the allocable sur-
plug which they are to pay the next
year if it is beyond 20 per cent, So,
{0 avoid paying them directly, they
gave them a share. After a few years
who cares for the proxy, who cares
for the annual general meeting of the
company? Nobody knowg when™it is
to be held. So, the workers séIt their
shares an dtake some cash money.
This is the way our economy is func-
tioning, This is the way our finan-
cial institutions are functioning and
our corporate bodies are functioning.
They are playing with everybody. In
this way they are accumulating much
of profit, they are accumulatig‘much
of capital legally, illegaly. So, our
proposal that the Bill should be sent
to a Select Committee is quite natu-
ral. Only such a committee can do
natural justice to the problem that
we are facing hére,

You know that the 1956 Act was
enacted after independence, quite long
time after, of course, Till 1956 we
had to do with the 1913 Act which
wag enacted with a purpose to help
the British companies, to help the
foreign companies to exploit our
country. Now that situation has not
altogether changed even after all °
these years, 40 year; of independence,

Why hag thig act undergone so
many changes? It has undergone
changes, I find, five times. It has
hbeen amendeq in 1960, 1963, 1969,
1974 ang 1ast of all 1977. Only there-
after *he Sachar Commission was get
up, Earlier you know, Sir, the Vlivian
Bose Commission was get up to look
into the affairg as disclosey by the
Dalmia-Jain episode. Such episodes
were not rare to find because earlier.
we knew, the misdeeds of the Birla
House rocked the country, then the

case of Mundhra also rocked the
country.  The Dalmia-Jain ep-
isode also rocked the country,
which led to the setting up
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of {he Viyian Bose Commission, and
that caused certain amendments of
this Act. Thereafter, the experience
of the emergency and the manneyr in
which the corporate power in the
hands of a few had appeared in the
most blatant abuse of authority by
the Government led to re-examina-
tion of the lega] structure wunder
which a few and their familiq; and
‘their friends manipulatej vast orga-
nisations.

The Sachar Commitiee wag born out
of this desire to deal with the emer-
gence of a nhew power elite. What
happened to this Report? He did
not take much time. The Commit-
tee was set up in 1977 and the re-
port way publtished in 1978. By 1980
the Government changed, but the
Department did not change, Today
the Department in which we are now
going to vest al] the powerg of the
High Court and all the powers of the
Executive, that department did exist.
As per the Annual Report of the
Department I find that this Com-
mittee was seizeq with studying the
Sachar Committee Report and get-
ting light from jt. Thereafter they
got further light from the experience
of operation of the Companies Act

during the last few years. But
it s sald neither in _ Mr.
Vengal Rao’s statement of Ob-

jects and Reasong ag published in
the Amending Bill itself, nor in the
Department’s report for what years.
After 1978 we have a report. After

1878 for which years the Depart-
ment did investigate? Why  dont
you get the finvestigation report?

Unless you get that investigation re-
port and unless we see that the am-
endment; are in consonance with
those findings, we cannot say whe-
ther it is good or bad. Yoy cannot
simply say that you have got some
light from somewhere and becauwse
you have got some light, vou must
treat vourself as enlightened. That
cannot be raid, because we are deal-
ing with the most importgnt and vital
Act in the country.
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Under these circumstances, we musg
also recapitulate what the Sachar
Committee recommendations were.
The Sachar Committee was given
certain terms of reference. 1 will not
go into all the clauses of the terms
of reference. T will only quote some
of them. One of the term; of re-
ference was meagures by  which
workers’ participation in the share
capital and management of the com-
panies could be brought about. I
have my difference with this term of
reference, but still it wag there. Then
what measures were necessary to
promote professionalisation of mana-
gement ang regulation of managerial
and executive remuneration commen-
surate  with their responsibility.
Then, whether it was desirable ‘o
enact specia] provisions applicable to
Government companies as a clas; so
as to explore the provisions of the
Companies’ Act 1956 generally in
their applicability to such companies.
What adaptation and modification waj
rnecessary in the provisions of the
Companies Act, 1956 in theiy appli-
cation fh entrepreneurs in medium
and small-scale industries carrying on
business ag joint stock companies.

I find these points have not been

covered by the present amending
Act, nor in the amendments to the
Amendment Bill.

I am not going into the question
of workers’ participation in  share
capita] because that i; a hogus thing.
That is 'deceiving and cheating the
workers and the country. But you
are talking about workers’ participa-
tion in management in the public
gsector. How can you assure that?
CGaing by your proposal we have an
amendment to that proposal that if
there be any workers’ participation
in any public sector company, it
should be with full and equal rights.
The workers should not be treated
ag tertiary citizens in the meeting gs
they are being treated now. So. if
thev are to be given full and equal
rights, there must be statutorv recog-
nition of thiy fact. But jt is not
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there. We are seeing how the work-
ers have been let down by the Gov-
ernment of India in at least two cases
of bipartite agreements in coal and
steel. The ‘Government agreed with
the workers and signed the agree-
ment that dependent sons will be
prevideq with jobs. Now, they are
denied jobs. I have raised this mat-
ter on the floor of this House. I have
received replies from the Minister
himself saving that it is against the
Constitution, it cannot be done. I
ask you: Why do you sign unconsti-
tut’onal agreements? Why are vou
compelling the workers, persuading
them to accept ‘workers’ participa-
tion in management when there ig
no statutory nprovision with grarantee
thst it will b2 honoured by the Go-
vernment? I think, that this azpe-t
should have heen cevered hy  th,
amendment Bl but T ¢2: it haz na!
besny done reither in the amendment
RBill <riviral nopy in the gmendmien:
to the amendmeant Bill,

Then, the question come; about
Government companies. How thes
companie; are being run? I hope this
House must have gone through those
documents. For us the Public Un-
dertakings Committee has  brought
it out. The Eastern Coalfield India
Ltd, in Raniganj area i; a public
sector company constituteq under the
Act. The Coal India Ltd.. is also a
public sector company constituted
under the Act. But the Coal India
L#d., dig not or coulj not transfer
the deeds of the land and other as-
sets to the Fastern Coalfielg Ltd. ¢
have checked it up after going
through this report with the. bank.
In the hank account, it is not in the
name of the ETastern Coalfield I.td.
What is thiz? You are playing with
the people. You are plaving with
the workers. You are running ille-
gal companies. There is no one to
look afler these things. Thers is no
legral pueovision. The Committee has
said that within six months thig has
to be done. But does the Parliament
know as yet whether it hagy been
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done or not? Who is going to catch
hotd of those persons? Neither Coal
India Ltd., nor the REasterh Coal-

fields Ltd. is going tp catch those
persons.

SHRI DIPEN GHOSH: The minis-
ter himself will catch.

SHRI SUNIL BASU RAY: So
is a very important aspect. 1t should
not have been missed py the drafters
of the Bill

Regarding medium ang small gcale
sector, I haye seen that Mr. Vengal
Rac has informed the other House
yesterday that only 7 per cent of the
emal] geale szector industrie; are sick.
T have not checked it up whether it
ig 7 per cent or more. But the figure
is  quite impressive—147.750 with
more than 2 million workers residercd
Thig has been admitted in
the ‘Statesman’s Editoriel yesterda-
So. what about these assets which i3
almost Rs. 6000 crore locked  un”
This is financial inslitu*'m<" canital
ond it is not anybodv’s personal am-
ront. May T know whethey we have
derided to recover this amount?
Have we decided that thege sick in-
dustries are never to be cured? When
a0ing ahead towards the 21st century
for iechnological revolution or what-
ever it may be called, that is, the pre-
seni jargon in New Delhi, do vou
say: in thig way we can march to-
wardg industrialisation of our coun-
try? 1 have also read in the news-
paper that Mr. Venga] Rao has said
that 80 per cent of rural population
i« to be brought to industries, then,
ouy country can vrosper. I do not
know. how many thousands and cro-
res of rupees will ke reauired for
that. May T know from the Mini=-
ter whether the present amendment
Bill is anite guitable to sustain thosr
responsibilities? If it i5 so...

irhleos,

SHRT J. VENGAL RAO: Sir, I
have menlioned the industrial, ..

SHRI SUNIL BASU RAY. T have
read it in the newspaper.



249 Companies: (Amdt.)

SHRI J. VENGAL RAO: That has
nothing to do with it.

SHRI-SUNIL, BASU RAY: I have
raised my arguments. You reply
when you gre in a better position to
reply but not now. Now these are
the points. -

THE VICE-CHAIRMAN (SHRI
JAGESH DESAI): Please conclude
now.

SHRI SUNIL BASU RAY: Sir, this
is a very vital subject. Of course,
hon. lawyer memberg are here. I am
not encroaching on their field. My
point jg this. If these points have to
be considered, then there are very
miny other factorg also. To 'do jus-
tire to those factors, we must have
a Joint Select Committee and that
is why. I have moved that resolution.
Now, if you do not agree with this,
then I must say something more. If
you agree to this then I may stop.

THE VICE-CHAIRMAN
JAGESH DESAT): Five
more please.

(SHRI
minutes

SHRI SUNIL BASU RAY: Now the
department has again claimed that
the proposed amendment represent-
ed’ a land mark in the legislation re-
lating to the corporate sector. I do
not know in what respect: this ig a
1an4 mark. It is mentioned in their
report. Perhaps they thought that
nohody will go through that repert.
Fortunately, on the eve of discussion,
we had to go through those reports.

Our experience during the last four
vearg in our country as a result of
the operation of the Companies Act
is that ordinary ghareholden; did not
gat any benefit but as a result, the
monopoly houses have grown or are
growing continuously. For example.
batween 1983 and 1986, 50 top indus-
trial howseg have increaged their to-
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tal assets by 74.4 per cent though two
of them are losing. Even then the
total growth is 744 per cent from
Rs. 17,910.90 .crores to Rs. 31,236.97
crores, that is by Rs. 13,326.07 crores.
Now one company Chidambaram’s
growth i 913.83 per cent and Reli-
ance growth is 259.1 per cent. Some
of these companie; are storming the
present political atmosphere in India.
How can you contain them? Where
is the machinery to do so? The am-
endments, whatever they be, are not
in a position to contain this growth,
to contain these forces. Many of the
amendments have been discusseq by
my colleagues Mr. Morarka and Mr.
Thakur. One must get seized of the
situation as to what it is. When we
talik about political situation in our
country, which are the forces, which
are the factors responsible for such
a situation that i; almost over-turn-
ing the political system in our coun-
try and leading us to somewhere
else? We must be careful in Jraft-
ing the Companies Act because on
the basig of this Act, on the very
functioning of this Act wil] depend
much of our political life, much of
the political atmosphere in our coun-
try. I think that on this account
2ls0, the hon. Minister should" agree
that g Select Committee will be the
best answer tp the proposaj he has
made here. Now about other points,
you have said that the amendments
suggest that you will withhold infor-
mation from the shafeholders, you
will withhold information from the
public. What does it mean when you
say to publish an abridged balance-
sheet'? What items wil] be there
and what itemy; will not be there,
and how do you draft the proforma
and how will it be included in the
riules? How will the form be filled
up by the companies? So this clause
in itself will allow the companies to
withholq facts in matters of finance,
fact; in matters of running the com-
pan'es, facts in the matter of pro-
durt;on and other things. If these
things are not considered, then there
will' not be any benefit done to us.
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Then there is another aspect which
should be considered. The honoura-
ble Prime Minister said recently that
we are going in for inducting foreign
capital as equity. If that be so0, and
I beleve it is going to be, T want to
know whether we are putting suffi-
cient guarantees in our Companies
Act 1o see that this foreign capital
does not erode our national capital.
If you do not consider all these as-
pects, then I do not know where you
will leag the country. There iy yet
time and you should not lead us to a
disgraceful place.

SHRI SANTOSH KUMAR SAHU
(Orissa): Mr. Vice-Chairman,
I want to support this  Bill,
It is very timelv and ity objects are
very laudable. Since 1956 there have
been many shortcomings noticed and
experienced in the working of the
Clompanies Act. The Sachar Com-
mittee made certain recommendations
in itg report which required this am-
endment to be brought. So the Bill
is before vg at the right time. A
decade has passed and we should
give a little more thought. Anyway,
something is better than nothing. As
ha; teen stated by the honourable
Minister, the Bill gimg at protecting
the interests of the ghareholder who
is quite often ignored by the com-
panies which have taken his deposits.
The shareholder hag depositeg his
money in the company and therefore
his interest; should be protected.
Government has created a new es-
toblishment; jt ig trying to make the
Company Law Board better, gpecifi-
cally for the purpose of regulating
ang conducting the affain; of Com-
pany Law, It is an independent
Board so that there can be
better efficiency and better
management. There are other aspects
management There are other aspecta
also, We have seen how procedural
changes have been brought so that
there is improvement in the func-
tioning. Keeping in view the broa-
der aspects of industrial development
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in our country and in the interna-
tional scene, we want t{o develop
the corporate sector to suit ouy na-
tional economy. Corporate sectoy in
India is growing very rapidly. But
in a mixed economy like we have in
cur country there must be and there
ought to be certain regulations to
guide the corporate sector to better
serve the interests of the common
man, the shareholder, ang this Bill
ha; been brought primarily keeping
that in view, We have to see how
the different clauses incorporated in
1hie Bill will protect the interests of
the shareholder and what the new
features and suggestiong _are,

Coming to the different clauses 1
shall confine myself to a couple ¢f
major and importany points, Clause
7 ) :

“Sub-clause (a); The value of
average annual turn-over of rupees
one crore ag the ceiling for deem-
ing a private company as public
company in section 43A is being
substituted to provide for a ceiling
that may be prescribed. Further,
the provision for laying down ab-
solute monetary ceilings are being
substituted by ceilingg to be pres-
cribed by rules.”

Sir, T would request the honour-
able Minister to explain during his
spcech whether he wants that the
ceiling should be increaseq ‘or should
be reduced. To my mind, it appears
—let me frank—that putting. 8
statutory ceiling of one crore . has
certain implicatiens as many other
honourable Memberg have  pointed
out. There are three categories of
companies or industries ang they are
industrieg in the public sector, indus-
iries ‘n the private sector and indus-
tries in the small and medium sec- |,
tor. You must take into account the
small and medium industrieg also. As
the Prime Minister has rightly point-

-ed out, if you want industrial growth
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to take place in India and if you

want to compete wity the other they neglect the industry. There
countries in the world, you must must be some deterreny punishment

stand on your own legg and it is ne-
cessary that there ig  entrepreneu-
rial growth among the younger and
new generation. Wa cannot scuttle
them. If you have thig one-crore
turnover ceiling, then for this turn-
over they have to maintain certain
records and other things and they
have to come periodically under some
checks, Whep you make it that they
comé under certain regulations, it
should also be clarified whether it
can be increased or decreased. . To
me it appears necessary that this
should be clarified. I would like to
sub_mit humbly to the honourable
Minister through you the difficulties
thay the smallscale industry people
face. The small entrepreneur has fo
take loang and start an industry and
he himself has to be the entrepre-
neur and he hag to be the accountant,
he hag to be the typist and s0 on
and, therefore, he is not able to
manage the things ip the small-scale
gector. Of course, it might increase.
the business might increase, in
course of time. Buyy till then he has
to face a lot of difficulties. So, what
T feel is that there must be some
=pecia] consideration for the small or
the medium sector. Of course, the
definition ig there according to which
an industry is describeq ag small or
nedium,

Coming io the other things ip the
Bill, T would say that there are cer-
tain good provisionsg in the Bill, If
the depos'torg fail to get their money
back on maturity, they cap complain
to the Company Law Board and they
can get the refund. But, todaﬁy,'if
you see the affairg of the companics
and the problems of the sharehol-
ders, you will know why they suffer,
There are many categorieg of cases
which we must know clearly. There
is the case of wilful default angd this
iy generally resorted to by the gigan-
tie corporate sector. They wilfully
default, earn huge profits and then

to these people and there must be
some protection to the shareholders

against this, The, there are eases
where there ig accrual of losses.
There are small entrepreneurs and

they incur losseg and the losses ac-
cumulate over the yearg ang they
then ruin themselves. What protec-
tion can be given to them is 5 ques-
tion which hag to be examined. First-
ly, there is the case of wilfu] default
and the shareholders fai] to get back
their money which they contribute in
the hope of getting some returng and
getting back their money after some
time. If they do not get any return,
if they do not get back their money
and if they do not get justice, then
there must be other ways for them
and the wilful defaulters mus; be
punished ang there must be deter-
rent punishment for them. Second-
ly, we have to see how there can be
a guarantee for those people who
contribute their small share out of
hielr meagre eamings. Who are the-
people who do it? It is the common:
man, it ig the middle-class man, who
contr'butes, in order to survive in
thigs world, from out of hijg little sur:
plus. Everyone has the will and )
desire Jto livie better and everyone
has the right to live better. So, he
invests and if he does not get the
return affer some Years, he ig then
disappointed and he feels frustrated.
€0, there must be some provision for
guaranteeing him. The Bill gays that
the Company Law Board will look
mmto such cases, We should see how
the interests of the small sharehol-~
ders can be safeguarded ip the event
of losses, continued lostes. There
must be some provision for thig pur-
pose also. There must be some gua-
rantee scheme also. It may not be
in this Bill, but it must be provided
in future. So, the whole question of
flow o investment has to be exa-
mined because inveStment is very
important for the development of
the corporate sector which will tap
the resources, mobilise deposits and
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generate wealth by stilising them for
industry, for industrial development.
This should be one of the main
mottos and that should be the ideal
for our country,

Then, coming to the other provi-
sions, clause 18 gives the Reg'strar
the power tg accept registration and
other things, Now we have penal
provisions, Penal provisions should
also be there, But for the beginning
there must be certain concessions,
for which I plead, because they have
not yvel started fumectioning. Some-
timeg because of jgnorance also they
suffer. They mugt be given g warn.
ing. There must be a liberal out-
look.

Then, many other things have been
brought. I woulg like to say that
this iy definitely a beginning, It is
a welcome measure. J¢ js important
to know what is the investment
carnot Protect the inferests of the
pasition of different corporate sectors
lcday. We have to correlate it with
the developmept of different indus-
tries and with a little history of in-
dustrial development of our country.

Sir, many times a few monopoly
housés stary one industry. They take
the benefit out of it: They do not
contribute for research ang develop-
ment of it. Then, whey they become
rich they enjoy the benefits, but they
do not invest in it and they start and
g0 to another new industry. But
the commony man who contributes
towards shareg falls sick, These are
the permanent featureg of the indus-
trial scene today which we are see-
ing everywhere, whether it is ip jute,
cclion cloth milly or elsewhere. We
have to have a very radical law and
we have to have a realistic picture
of the country. We have to look into
these considerations. There hag to be
some amendment of the Company
Law or the industrial law to ensure
that they contribute certain portion
of the amount for development.
Otherwise it will fall sigk within two
decadeg or one decade. So thpy has
{0 be seen, Every industry will fall
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sick some day and the shareholders,
the poor contributors, wil] suffer.
Big entrepreneurs wil] siphon off
money for growth of othey industries
and there will be difficultieg there.
Unlesg these things are taken care
of, it will be very difficult for a heal-
thy growth of industry in our coun-
try. These things need carefu]l ob-
servation for the future growth of
industry in our country.

Then, technological development
and other thingg have beep taken
care of to some extent. I; is good.
Buy I think thjg fallg short of a radi-
cal measure which we want to have
about it as I was telling before. There
must be a grealer emphasiy op that
The Prime Minister promised to take
the country into the 2Ist century.
We can reach that target if we adopt
technological innovations,

As Mr. Rameshwar Thakurji, who
is himself a financia] expert, wag tel-
ling, financ.al expertise is a must; we
have to improve the final manage-
ment of the industry by taking ex-
peris. The law for that reasop must
be simplified, so that the common
man cgn understand, ntw entrepre-
neurs cap undertand. Voluminous
law with a lot of amendments some-
iimes creates a lot of confusion gnd
it can create bottlenecks for the
growth of any industry and healthy
growth of new entrepreneurs,

Then, coming to other things, the
Company law also looks into other
aspects, Many aspects have been
stated, Now we have covered a very
limited portion. They are very laud-
able.

As I said in the beginning, can you
guarantee against the cases of wilful
default and stop the entrepreneurs
from making ijllegal transfer of pro-
perties? Unless there ig such a mea-
sure, there will not be any security
for the commopn shareholders against™
such illegal. transferg or illegal finan-
cial. manipulations. So, these laws
cernot protecy the nteresis of the
shareholders. Ip futuré: we have to

\
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consider all these aspects. Now, we
have introduced the Company Secre-
tary, This new Company Secretary
can give innovation and direction to
the company. That shouly be seen.
Under the Company Law, it i5 stated
» that he must provide the expertise
for the management such ag finan-
cial, legal and management exper-
tise. That .central organisation, must
also be strengthened so - that the
ideals caa be achieved. The objec-
tives must be clearly'stated. © The
Compamy Secretary must discharge
his dutieg faithfully to the company
ang also to the shareholders so that
he. can bring new innovations, These
are the broad aspects, With these
words, I support the Bill and I hope
that the points I have mentioned will
be kept in view in future for better
;anagement of companies.

SHRI L. NARSING NAIK (Andhra
Pradesh); Mr. Vice-Chairman, Sir,
this is the first time that I am putting
forth a few suggestions,  During the
lasi three decades, the economit
scenario hag witnessed g change.
Several- mew developments  have
taken place. Banks have been na-
tionalised and a number .of credit
control measureg have been institu-
ted. A number of new financial ins-
titutions have been se¢ up. The Com-
pany Law cannot be witnessed in
isolation. It has 1o harmonise with
. the country’s growth which, iy turn,
'meang taking into account the pro-
motion of savingg and - investments
and formatioy of- am ever-increasing
number of companies. - It hag also to
be in conformity with other econo-
mic manipulations and in - tune with
the recent trends of Iiberalisation.
The private sector has been assignad
a, important role in the Seventh Plan
period. This sector hag to achieve
an investment of 52.2 per cent of
the total investment, The share of
private sector industries is-still hig-
« her at 59.4 per cent, The private
sector is.placed .at Rs. 54,236 .crores
at .1984-85 - priceg out -of  which 353
per- cent is expected .to _be financed
sv- 988 RE—9. -~ -7 -« s oe " T
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through internal resources, The
gctual investment requirement would
in fact, be still higher owing to in-
flationary and other factors. Invest.
ment of this magnitude would be ex-
tremely difficult, ‘The private cor-
porate” sector ‘should be conscious of
it responsibility anq should do its
best to achieve the targets, The
Government, op its part, must help
the corpdrate “sector by creating a
suitable environment through its
fiscal and “corporate laws. =~

" Sir, over the years, the policy of
the Goverhment in regulating ~ the
affalrs of the corporate sector has
been one of liberalisation; - coupled
with requireq control in, the intersst
of speedy industrial- growth and

development jn the country. ©

__Sir, some of the amendments in
this Bill geeking to streamline and
rationalise the existing provisions
such as. (1) Annual return to be sub-
mitted in 6 years instead of 3 years,
(2} increasing the validity period of
share transfer formg from 2 months
to 112 months . (3) .emplowing _the
Registrar of Companieg tp - condone
delay in - registration -of changes up
to one month, (4) stipulating the eli.
gibility for demand for pay to. Rs.
50,000 worth of share-holding, (5)
provision to compound offences, and
(6).. dispensing ' with government ap-
provalg for .managerial appointmenis
and - remuneration, - are welcome fea-
tures. _ ... .- —_

" Sir, creation of ap independent
autonomous Company Law Board is
necessary. to decide varioug ~ issues,
subject to appeal to the High Courts.
Though this Company Law Board is
supposed to be free and indepen-
dent of any control ang direction
from the Government, the .. Amend-
ment Bill ig sileny with regard to the
composition of the Board and the
gualifications and experience of tpe
memberg and other important d.etz'uls
which age left to the . rule-making
authority. end not covered by. .the

i
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main Amendment Bill. While the
Sachar ‘Committee has suggesteq that
the members of the Company Law
Boa.rd JTugt be drawn from the
experienced members of Chartered
Accountants Cost Accountants and
Company Secretanes the Amendment
Bill is _silent on this subject. At pre-
sent, the Company Law Board is un-
der the coptrol of the Central Gov-
ernment and js manned by Central
Government employees, The Amend-
ment aims at the creation of an auto-
nomous Board possessing judicial and
quasi-judicial powers, As it fs, these
powers are distributed between the
Ceniral Government and the courl,
while some are retained by the Board
itself, It is proposed to divest the
Court and the Government of these
powerg and to centralise all judicial
powers with the Company Law
Board However, in the proposed
Amndment the qualifications and
experience for becoming members of
the .Company Law Board have not
been prescribed. It is essential that
when the Company Law Board is
entrusted with the judicial powers,
the qualification and experience for
becoming members of the Company
Law Board should be stipulated in
the statute itself instead of giving
that authority to the Central Govern-
ment, Originally, Sir, ten years back,
the Sachar Committee suggested com-
pulsory appointment of Managing Di-
rectors for Companies with a paid-up
capital of Rs. 50 lakhs or more, Now,
the Amendment Bill, instead of in-
creasing the said Capital, has reduc-
dd the same to Rs. 25 lakhs., In view
of the inflationary trends it should
be examined whether the limit is rea-
sonable.

,43 regards deImking of deprecia-
tion rates pnder fhe ‘Companies Act,
ﬂ‘ﬁgn that of the Income-tax Act to

le the compames to declare divi-
. flends, ﬂ}g proposed amendment will
geﬁ!ﬂt %ébr’ecmfﬁm under the Compa-

niés Aét' prom that under the Income-

tax Ack Following the amendment,
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depreciation for the purpose of the
Companies Act will be caleulateq in
accordance with the rates specifieq in
Schedule XIV and not as per the
Income-tax Act. A persual of the rates
prescribed in the proposed Schedule
XIV of the Companies Act clearly
suggests lower rates of depreciation
than the present rates prescribed hy
the Income-tax Act. Decidedly, grea--
ter depreciation shall be permitted.
under the Income-tax Act. However,
an anomaly seems to have crept in,
The Budget of 1986-87 had introduc-
ed section 118J in the Income-tax
Act, whereby 30 per cent of the book
profits are to be taxed. Book profits
are arrived at after providing for
depreciation under the Companies
Act. Thus the purpose of
depreciation  provisions under tkg ~
Income-tax laws may get
diluted as book profits will go up.
In other words, the benefits granted
by one Act w111 get negated by an-
other, Thls aspect must be looked
into by the Minister.

The Sachar committee made some
important recommendations for small
companies with a paid-up capital of
rupees five lakhs or less to be com-
pletley exempted from the Compa-
nies Act which have not been cever-
ed by the Amendment Bill. I sug-
gest that this may be accepted. ~

The Sachar commiftee recommen-
datlong for providing workers’ parti-
cipafoin on the board .of directors in
respect of companies employing more
than 1000 workmen has not been ac-
cepted in the Amendment Bill. This
is ap important recommendation that
should be accepted.

The age-limit for whole-time direc-
tors has been prescribed as between
30 and 65 years, Compulsory retire-
ment at the maximum age of 65 years ™
may deprive the corporate sesct‘or of
some oi its best efﬂc1ent and axpe-
rienced personnel It i5, therefore,
desirable to enhance the maximum
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age-limit to 70 years in exceptiopal
caseg with the prior permission of the
Government,

Sir, these suggestions may be con-

sidered by the hon. Mijnister, Thank
you. '
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SHRI J. VENGAL RAQO: Sir, he is
talking on the Amendment Bill, What
is all this about advances and all
that?

sfY w=mm@ala - ®y - qEET,
FUATT ST AT ATIO - ATTEA T
W, wuracrtwqqér gfafwar
Al @ oy e Qe 7 S fag & T
FqR FT g1 § FAW axe faar §

-
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THE VICE-CHA.IRMAN (SHRI

"JAGESH DESAD: I don’t thirk it is

a fair remark It is not fair.
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SHRI DAYANAND SAHAY (Bi-
har): Mr. Vice-Chairman, Sir, I am
standing to support the Bill, every
clause of it, all the amendments.
However, I have a few suggestions.
I would like the Government and
the Minister to take note of them.

The great and important leader of
Europe, Count, Bismarck told his
Ambassadors, “If you go to London,
go to the share market. Then you
will feel its pulse, and know its
health gnd politics.”” The share mar-
ket ig controlled remotely or fully
by the Company Law Board in our
country. So, any amendment to the
Company Law, in a progressive way,
is going to help the growth, economic
growth. If it is otherwise, it will be
detrimenta] to the growth. ’

What is  happening today in our
country in the field of company law
and how it ig functioning? The com-
pany law is ‘represented in the States

- by the Registrar of Companies. Today
- in the eyes of the law everyone is
.. equal, Whether you are a company
with 2 persons or with Rs. 20,000 ca-
pital or hundreds of shareholders
~with hundreds and crores of shares,
the forms and formats made are the
.eame for every one. On the one
hand you suggest that companies
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should be run properly, with proper
professional management, with better
auditors and company Secretaries, on
the other hand you also allow a per-
son or a group of even two perscms—
husband ang wife or son ang father,
to form a company. In such cases,
he ig the producer, he is the engineer,
he is the c¢lerk, he is the typest. he is
the accountant and hence he has no
time to look into other things and
understand all the forms. The result
is that hundreds of cases are field
against such companies. Only in Kan-
pur, there must be 1,000 such .cases
in which the party has failed to sub-
mit some forms, some reports or
some proforma. There ig a nexus
between a few lawyers and the Regis-
tray of Companies, Either in Patna
or in Kanpur or anywhere in the
State capitals hundreds of cases are
filed. TIf you fail to submit these
forms you have to pay a pensaity and
suffer prosecution. The penalty is
very minimal. It is Rs. 25 or Rs. 50,
but the word prosecution is also
there. The result is that small busi-
nessmen who are afraig of going to
jail have to go and face the Magis-
trate, On the other hand, no ecase
is fileq on bigger campanies because
they can afford to appoint a lawye}',
appoint a representative, have a liai-
son with the Registrar’s Office. A
person who is having a company with
Rs. 5 lakhs or Re. 2 lakhs or Rs. 10
lakhs of capital, a small factory or
business, does not have that much of
resources' to go and have a Haison
with the Registrar of Companies, The
result is that cases are fifiled against
him and where 5 fine of Rs. 50
could have been sufficient for
sottlement. a fina of Rs. 5000 is
imposed. The same law is not ap-
plieg to the public companies and
Giovernment corporations, Once I
was Chairman of the Bihar Industrial
Development Corporation, In that
cofporation, for the last five vears the
balancesheet was not audited. T en-
quired why the Registrar did not file
a cage against them, They said that
it is headed by a Managing Direc-
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-tor who is an IAS Officer. and no case
can be flled against an IAS Officer.
He is a big bureaucrat. He is much
higher than the Registrar of Com-
panies. That is why I suggest two or
three things. Small people are actu-
ally being tortured ang bigger ones
go scot-free, This is practically hap-
pening, So for better growth of the
companies my suggestions are {hree
in number, First, simplify the forms,
Make a division of companies with a
capital of Rs. 20 lakhs and below
and the companies with the paid-up
capital of Rs. 20 lakhs and above, In
the case of companieg below Rs. 20
lakhs share capital, burden ang diffi-
culties should be lesser, The forms
should be simpler, In case of failure
to submit forms or delay in the sub-
mission of their reports, there should
be a fine only, say of Rs. 50 or Rs.
500, but no prosecution. For bigger
companies you have whatever laws
you have got today.

Make another category of the pub-
lic undertakings—the Government
companies, Such companies should
be ireated on a different footing, be-
cause 100 per cent shares invested be-
longs to the Government. It is the
people’s money. It js manageq offi-
cially, There is no personal interest
involved. The delay is because of
some administrative difficulties, So,
keep such companies in a different
category.

Fourthly, in case you are not able
to ameng this, the only alternative is,
don't allow small companieg to grow,
Don’t allow them any registration. If
you allow them registration, you
force them to follow these rules. And
if they fail, you take them to the
court and harass them. So, my sub-
mission is that we should deﬁnit(?ly
rationalise the ruleg for companies
with capital below Rs. 20 lakh.s, ‘the
private limited and public limited
companies and companies beyond Rs.
20 lakhs should be kept on a separate
footing, With this I support the Am-
ending BilIl,
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SHRI J. VENGAL RAO: Mr. Vice-
Chairman, Sir, I am very thankful to
you and the hon, Members who have
participated in the discussion, I have
heard with great attention the vari-
‘Oug speeches made by the hon, Mem-
bers in the foregoing debate on this
Bill. Before reacting to the invidi-
dual points made by the hon. Mem-
bers, I would like to say that the
bresent amendment Bil] cannot be
deemed to be a recodification of the
entire Companies Act, Thig Bill in-
corporates provisions of an urgent.
nature which have to be brought not
only for the effective regulation of
the corporate sector but also for its
smooeth functioning, The corporate
sector encompasses various sections
of the people ang not only comapnies
and their management. We have to
protect the interest of the sharehold-
ers, the depositors, employees, pub-
lic interest, while also looking at the

interest of the companies ang their
management.

If we go carefully through the
various provisions embodied in the
Bill, you will find that the qifferent
brovisions have taken care of the
interests of different sections of the
people, While on the one hard,
there is a forum being provided to
depositors whose deposits are not
returned by companies on time, on
the other the interests of those who
apply for shareg in a company are
also being protecteq by the provi-
sions relating to the refung of the
application money when shares are
not allotted. It has also been made
mandatory that the company will de-
liver share certificates and debenture
certificates within a prescribeg period
of time, Similarly, when share trans-
fers are refused, ang there is a dis-
pute, provision is being made that
vending settlement of the dispute,
the transferee does not lose his rights
over the dividends right shares, bonus
shares, ete. All these provisions are-
aimeq at protecting the small inves-:
tors and shareholders also.



Comp_anies (Amidt.)

Wt worw ofa fay : ame U
m@t 3}1%{&%{ ﬁwﬁm@ § e
] ”ﬁ@qr%wﬁ:wégw
WO B W R AT Ag q41 € ar
ST, e8] @l 7 WAl adwy ¥l 0g
@%mﬁ’a@m@%ta‘@ﬁ&
oA A R Far ;g TET AT

®E?

wqadtean (N waw faeg) ;7
TS IR g ) (swawr)

[The Vice-Chairman (Dr. Bapu Kal-
#late) in the Chair],

SHRI J. VENGAL RAO: Mr.
Kamal Morarka mentioned about non
furnishing of annual reports to the
shareholders, It is not that we are
not concerned that information needs
‘to be furnisheq to the shareholders!
However, it is felt that an average,
shareholder may not really require
all the information that is published
in the ‘gnnual report today. Mr.
Morarka himself staled that the list
of the employees drawing over a cer-
tain amount of salary can be done
away with., It would be evident,
therefore, that he shares the view
that all the information may not be
essential for an average shareholder,
It is, therefore, fully in order that
the company should be asked to sup-
ply only such information as may be
prescribed by the Government to a
shareholder in the first instance and
_only those shareholders who  really
require 'the entire information in the
annual report should be provided
with it. As the proposals in the
" amendment Bill anq the further
amendments suggested will show that
this full information can be obtained
by any shareholder on demand free
Lof. cost. it cannot, therefore, be said
that the mterest of the Shareholders
_ are not being "adequately safeguard-
_ed..

"So far, the small depositors whose
deposus ‘were ‘nét peing refunded by
the compdny in time had no remedy

[RAJYA SABHA ]
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“utrdér the Companies Aét. He' had to

go to the civil court to enforee’ his
claim, We have: pi‘ovided in tas Bfil
that a depbsxthr Whose money is ot
refinded® i titne " can approach the
Cémpeny Law Board whieh, affér
Tocking:ihto all gepects of the matfer
can direct a company to repay the
dep051t on certain conditions and it
the company defaults in obeymg this
order of the Company Law Board it
is liable to be punished. I am sure,
all the Mbmbers would agree that
this is a major step towards the pro-
tection of the interest of the deposi-
tors, partlculal‘ly the small ones.’ It
will. be seén that’ in_various existing
provisions of the Comoames Act
there are specific limits prescribed,
-such as the ones for disclosure of |
salaries above a certain. amount, com-
pulsory --appointment of managmg
director efc.  With the passage_gf
time, many of the limifs become ouyt-
dateq and need to be changed. It is
felt that flexibility in these matters
would be wof great benefit and with
this aim, it hag been provided that
these provisions be changed to such
limits as may .be .prescribed by the
Government, Shri Morarka had men-
tioned .that _ instead of _the present
provision that 3 managing director or
a wholetime director be abPpointeq in
a-company with a paid -up capital of
Rs. 25 lakbs,
raised to Rs. 5 crores. The provision
that we have proposed in the Bill and

the amendments that have been mov-

ed will take care .of this problem.
Whether the limit should pe raised to
Rs. 5 crores or less ar more, can be
determined, from time {0 time, taking
into -account all. the- _circumstances.
Some- of. the provisions relate to the
removal of the.lacune ang clarification
of intention. There. can -be no_dispute
that whenever a lacuna. ig observed,
and it is seen- that undue advaniaga

js heine taken by the company t-“/&

avnid the intention of the law, such
a lamima-maist ba removed.- I+ -is- with
this ~intention that the nrovision re.
garding vriveta limited - companies

that limit ghould be -
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hecoming deemed public companies,
the provmmn regardnm inter-corporate
depdsits: being teated as imter-corpo-
rate loang arrd mter-corporate invest-
-ments have been br‘ought in. I am
sure that the Mem“pe‘rs would agres
that the circumvention of the law by
the corporate gector is not to be per-
mitted.’ The reductiom of approvals
by the Government has also been
locked at. It has been felt that it is
not necessary for every company {0
seek the Central Government’s appro-
val while appointing a managing dir-
ector or a wholetime director. With
-thig end in view, a new provision of
sehedule XIII has been proposeq and
it hag been widely welcomed by the
corporate sector. However, it would
¢ be seen that it is not a blank cheque
A peing given to the corporate sector.
Conditions have been prescribed
which have to be fulfilled before the
public limited company can go ahead
ang appoint a managing director or a
wholetime director without Central
Government’s approval. Where such
conditions are not fulfilled, then they
will still have to come to the Central
‘Govrenment for approval, Shri Mor-
arka has mentioned that no recom-
mendation of the Sachar Committee
has been dealt with in the amendment
Bill. T do not know how he has said
this because many of the proposals
that are included in the amendment
Bill relate to -items that have been
considered by the Sachar Committee.
It is another matter that we may not
have gone along totally with what the
Sachar Committee have recommended
but their recommendations were cer-
tainly kept in view while framing such
proposals, Shri Morarka also won-
dered why the itemsg such as technc-
logy gbsorbtion, conservation of ener-
gy, foreien exchange income and
output are sought to he included in
the annual report. T am sure, jli
Members would agree that these are
verv important aspects of the com-
pany’s working and it is necessary
that the company lays focused atten-
lion to these. It is, therefore, consi-

—
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dered imperative that the direetors
make a mention of these aspects in
their report to the shareholders This
would ensure that the directors are
awarg Of the importance of these as-
pects and they pay adequate attention
to -them. "

Shri Rameshwar Thakur has made
my task easier. He has analysed ia
detail how the different provisions
are going to be of benefit to the corpe-
rate sector and those connected with
il. I thank him for supporting the
Bill, Shri Thakur referred to the
need for improving the facilities in
the Department of Company Afftairs
to provide better service to the cor-
porate sector. I would like to assure
him that we are aware of this need.
Computerisation has already been in-
troduced at the headquarters of the
Department of Company Affairs. It
is proposed to fix computer terminals
in. some of the major field offices of
the Department this year. We will
take all necessary steps to ensure that
efficient service is provided to the cor-
porate sector by the Department.

I would like to refer to the request
made for referring the Bill to a Joint
Committee. Mr. Morarka had not
mentioned aboyt a Joint Comumittee;
he only talked of a Select Committee
of Rajya Sabha. I do not see the
need for it. The Bill hags been before
the House for a long time. Members
had enough time to study it. They
could- have made all their suggestions
today. As has been mentioned by me
earlier, we have taken note of all the
views and suggestions made by the

-corporate sector in various meetings

held in different regions. In these cir-
cumstances- I do not see the need to
refer this Bill to a Select Committee.

Shri Ray made a menion of the
need for provisions in the Companies
Act.to regulate foreign investment. 1
think that is regulated by the Foreign
Exchange Regulation Act and there

‘does not appear to be any meeg for
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[Shri J. Vengal Rao]

duplication by incorporating provi-
sions in the Companies Act. Shri S. K.
Sahu wanted to know whether the
flexibility provided in changing the
ceiling prescribed will hbe useq in in-
creasing it or not. I would like to
make it clear that flexibility means
that the ceiling can be changed when
the circumstances so necessitate and
to the extent considered necessary. To
say that the ceiling would be changed
in a particulay manner would mean
taking away that flexibility. Shri Naik
hag commended 3 number of features
of the Bill. I thank him for that. As
regards the age of retirement of
Managing Director I would like to
make it clear that we are not totally
debarring a person who is gver 65
years of age from becoming a Manag-
ing Director or a whole-time Director.
What is necessary is that the company
will have to obtain the approval of
" the Central Government t0 do So.
Shri Rajni Ranjan Sahy also mention-
ed about delays in the disposal of
matters relating to the company sec-
tor. I have already said that compute-
risation is being brought in and other
steps considered necessary will be
also taken. He has made a reference
to the amendment of 58 A in the Act.
This provision is going o the of bene-
fit to the depositors and there should
be no apprehension on this score.

After introducing the Bill, after
careful consideration and after discus-
sions with Chambers of Commerce
and experts in the country, I have
also moved some official amendments
to rectify certain defects and we have
taken sufficient care to meet the needs
of the present times. I am thankful
to the Chair and to all the Members
who have participated in the debate.

THE VICE-CHAIRMAN (DR. BAPU
KALDATE). I shall first put the
amendment moved by Shri Kamal

MMorarka for reference to a Select
Committee of the Rajya Sabha to
vote, ' _—

*
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The question is:

“That the Bill further to amend
the Companies Act, 1956, be referred
to a Select Commitiee of the Rajya
Sabha, consisting of the following
Members, namely;—

. Shri B. Satyanarayan Reddy
. Shri Virendra Verma

Shri Samar Mukherjee

Shri Parvathanénj Upendra
Shrj Atal Bihar; Vajpayee
Shri V. Gopalsamy

. Shri K, Mochanan

. Shri Gurudas Das Gupta

. Shri Dayanand Sahay

, Shri Kamal Morarka

© P A ST RN
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£
with instructions to report on the
first day of the next Session,”’

=
(=4

The motion was negatived,

THE VICE-CHAIRMAN (DR. BAPU
KALDATE): 1 shal] now put the
amendment moved by Shri Sunil Basu
Ray for reference of the Bill to0 a
Joint Committee of the Houses te
vote.

The question is:

“That the Bill further to amend
the. Companies Act, 1956, be referred:}
to a Joint Committee of the Houses
consisting of 21 Members; 7 Mem-
bers from this House, namely:—

1. Shri Aladi

Arunachalam
. Shri M. S. Gurupadaswamy
. Shri Samar Makherjee

. Shri Parvathaneni Upendra
. Shri ,Atal Bihari Vajpayee

. Shri N, E, Balaram

7. Shri Suni] Basy Ray

and 14 Members from the Lok
Sabha;

that in order to constitute a meet-
ing of the Joint Committee the

Aruna alias V.

[= B A
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quorum shal] be one-third of the
total number of members of the
Joint Committee;

that in other respects, the- Rules

« Of Procedure of this House relating

- to Seleet Committees shall apply

with such wvariations and modifica-
tiong as the Chairman may make;

that the Committee shall make a
report to this House by the first
day of the next Session; ang

that this House recommends to
" the Lok Sabha that the Lok Sabha
do join in the said Joint Committee
and communicate to this House the
names of Members to be appointed
by the Lok Sabha to the Joint Com-
l mittee.”
*,
The motion was negatived
THE VICE-CHAIRMAN (DR. BAPU
KALDATE). I shall now put the mo-
tion moved by the Minister, Shri
Vengal Rao, to vote.

The question is:

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

The motion was adopted,

THE VICE-CHAIRMAN (DR. BAPU

LDATE): We shall now take up
the caluse-by-clause consideration of
the RBill.

Clause 2 was added to the Bill

- Clause 3—Substitution of nmew sec-
tion for section 5
SHRI J. VENGAL RAO. Sir, I beg

' {0 move:

4. “That at a page 2, line 13, for the
word ‘Directors’ the word ‘whole-
time directors’ be gubstituted.”

5. “That at page 2, after line 20,

the following proviso pe inserted,

namely: —

. Provided that the person $O
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charged has given his consent in
this behalf to the Board; "

6. “That at page 2, line 23, for the
word ‘shall’ the word ‘may’ be sub-
stituted.”

7. “That a{ page 2, line 23, after
the word ‘behalf’ the words ‘or
where no director is go specified, all
the directors’ be inserted.’”

The questions were put and the
motions were adopted,

THE VICE-CHAIRMAN (DR. BAPU
KALDATE); I shall now put clause 3,
as Va.me‘nded, to vote.

The question is:

“That caluse 3, as amended, gtand
part of the Bill.” |

The motion was adopted,

Clause 3, as amended, was added to
the Bill.

Clause 4—Amendment of section 10E

SHRI J. VENGAL, RAO: gir, I beg
to move:

8. “That at page 2, line 32, tor the
figure ‘1987 the figure ‘1988’ be sub-
stituted.”

9. “That at page 3, line 7, for the
figure ‘1987’ the figure ‘1988 be sub-
stituted.”

The questions were put and the
motions were adopted

THE VICE-CHAIRMAN (DR. BAPU
KALDATE): I shall now put clause
4, gs amended, to vote.

The question is:

“That clause 4, as amended, stand
part of the Bill”

The motion was adopted.

Clause 4, as amiznded, was added to
the Bill
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Clause 5 was added to the Bill.
Clause 6—Amendment of section 33
SHRI J. VENGAL RAQ; Sir, I beg

to move:

10, “That at page 4, after line 12,
the following be inserted, namely: —

(iii) the following Explanation
shall be added at the end, namely: —

«Explanation—For the purposes
of this sub-section, “Charter-
ed accountant in wholetime

practice in India” means a chartered
accountant within the meaning of
clause (b) of sub-section (1) of
section 2 of hte Chartered Account:
ants Act, 1949 who is practising in
India and who is not in full-time
employment”.”

The question was put and the
motion was adopted,

THE VICE-CHAIRMAN (DR. BAPU
KALDATE): I shall now put clause 6,
as amended, to vote.

The question is:

“That caluse 6, as amended, stand
part of the Bill”

The motion was adopted.

Clause 6, as amended, was added to
the Bill.

Clause T—Amnsendment of section 43A

SHRI J. VENGAL RAO; Sir, I beg
to move:

11, “That at page 4, after line 13,
the following be inserted, namely: —

‘(a) in sub-section (1), the fol-
lowing Explanation shall pe added
at the end, nameély:—

“Explanation—For the purposes
of this gub-section, “bodies cor-
porate” means public companies,
or private companies which had
become public . .companies by
virtue of this section”.’”
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12. “That at Page 4, .line 30, for
the figure ‘1987 the figure ‘1988 be
substituted.”

13. “That at page %, lines 20-21,
for the words ‘invites, accepts , om
renews deposits -from the public’
the words ‘aecepts, after an invita-
tion ig made by an advertisement,
or renews, deposits from the public
other than its members, directors
or their relatives’ pe substituted.”

14, “That at page 4, line 22, the
word ‘invitation’ deleted.”

15, “That at page 4, line 40, the
word ‘invite’ be deleted.”

16. “That at page 4, line 4%
for the words ‘inviting, acceptin
or renewing deposits’ the words
‘accépting, after an invitation is
made by an advertisement, or
renewing deposils’ be substituted.”

17. “That at page 5, line 2, for the
words ‘inviting, accepting or renew-
ing deposits’ the words ‘accepting,
after a invitation is made b an ad-
vertisement, or renewing deposits’
be substituted.”

18. “That at ,page 5, lineg 3-4, the
words ‘whether selected as members
of debenture hold’ers of -the co?
pany concerned or in any other man-
ner’ be deleted.”

The questionsg were put and the
motions were adopted,

THE VICE-CHAIRMAN (DR.
BAPU KALDATE): I shall now put
clause 7, as amended, to vote.

The question is:

“That clause 7, as amended,
stand part of the Bill,” 4
The motion was adopted,

Clause 7, as amended, was added

-to the Bill,
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- Clause B—Amendment of section
b6.

SHRI J. VENGAL RAO: Sir, I
beg to move:

19. “That at page 5, line 19,
after the words ‘person’ the words
‘before the closing of the subscrip-
tion list’ be inserted.”

The question was
motion wag adopted.

THE VICE-CHAIRMAN  (DR.
BAPU KALDATE); I shall now put
clause 8, ag amended, to vote.

put and the

The question is:

“That claude 8, as
stand part of the Bill”

amended,

The motion was adopted.

Clause 8, as amended, was added
to the Bill,

Clause 9—Amendment of Section 58A4.

SHRI J. VENGAL RAO: Sir, I
bag to move:

20. “That at page 5, line 28, for
the figure ‘1987 the figure ‘1988’ be
substituted.”

21. “That at page 5, lines 34 to
42, the following be substituted
namely: —

‘(9) Where a company  has
fajled to repay any deposit or
part thereof in accordance with
the terms and conditiong of such
deposit, the Company Law
Board may, if it is satisfied,
either on its own motion or on
the application of the depositor,
that it is necessary so to do to

gafeguard the  interest of the
company, the depositors or in
the public interest, direct, by

order, the company tp make re-
payment of such deposit or part
thereof forthwith or within such
time and subject to such condi-
tions ag may be specified in fhe
order’.”

" ol €
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The question wag not put and the
motions were adopted,

THE VICE-CHAIRMAN (DR.
BAPU KALDATE): I shall now put
clause 9, ag amended, to vote,

The question is:

“That clause 9, as
stand part of the Bill.”
The motion was adopted.

amended,.

Clause 9, as amended was added:
to the Bill” b

Clauses 10 to 12 were added to the
Bill,

Clause 13—Amendment of
80.

SHRI J. VENGAL RAO:
beg to move:

section

Sir, 1.

22. “That at page 7, line 17, for
the figure ‘1987° the figure ‘1988’ be
substitufed.”

The question was
motion was agdopted.

put and .the

THE . VICE-CHAIRMAN (DR.
BAPU KALDATE): I shall now put
clause 13, as amended, to vote,

The question is:

“That clauge 13, as
stand part of the Bill.”

amended,

The motion was adopted,

Clause 13, as amended, was added to
the Bill,

Clause 14 (Insertion of new seciion 80A4)

SHRI J. VENGAL RAO: Sir., [T

move: '\
" 23, “That at page 7, line 15, for the
figure ‘1987 the figure ‘1988’ be sub-
stituted.”?

24, ¥That at page 7, line 34, for the
word ‘five’ the word ‘ten’ be substitut-
ed”

The questions wene put and the motions

were adopted.
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THE VICE-CHAIRMAN (DR. BAPU
KXALDATE): The question is:

“That clause 14, as amended, stand
part of the Bill.”

The motion was adopted,

Clause 14, as amended, was added to
the Bill.

Clause 15 was added to the Bill.

Clause 16 (Substitution of new section
for section 111).

SHRI J. VENGAL RAOQ: Sir, 1 move:

25. “That at page 8, after line 28,
the following be inserted, namely:—

*(2) The transferer or transferee, or the
person who have intimation of the trans-
mission by operation of law, as the case
may be, may appeal to the Company Law
Board against any refusal of the company
to register the transfer or transmission, or
against any failure on its part within the
period referred to in sub-section (1),
either to register the transfer or transmis-
sion or to send notice of its refusal to re-
gister.

(3) An appeal under sub-section
(2) shall be made within two months
of the receipt of the notice of such refus-
al or, where no notice has been sent by
the company, within four months from
‘the date on which the instrument of trans-
fer, or the intimation of tramsmission,
as the case may be, was delivered to
the company’.”

26. “That at page 8, line 29, for the
‘bracket and figure ‘@2)° the bracket and
figure ‘(4)’ be substituted.”

27. “That at page 9, for lines 1 to
4, the following be substituted, namely:—

*(5)' The Company Law Board, while
dealing with an appeal preferred under
sub-section (2) or an application made
wnder sub section (4) may, after hearing

[RAJYA SABHA]
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the partizs, either dismiss™ the appeal or
reject the application, or by order—

(a) direct that the transfer or trans-
mission shall be registered by the
company and the company shall
comply with such order within ten
days of the receipt of the order;
or

(b) (d) direct rectification of the regis-
ter and also direct the company to
pay damages, if any, sustained by
any party agrieved.”

28.“That at page 9, line 5, for the
bracket and figure ‘(4)’ the bracket and
figure ‘(6)’ be substituted.”

29.“That at page 9, line 6, for the
bracket and figure ‘(3)° the bracket and
figure ‘(5)’ be substituted.”

30. That at page 9, line 12, for the
" bracket and figure ‘(5)’ the bracket and
figure ‘(7) be substituted.”

31. “That at page 9, for line 20, the
following be substituted, namely:—

(8) The provisions of sub-section
(4) to (6) shall apply in rela’”

32. “That at page 9, line 23, for the
bracket and figure ‘(7)’, the bracket
and figure ‘(9)’ be substituted.”

33, “That at page 9, lines 29-30, for
the brackets, figures and words ‘(8)°

Every application to the Companty Law

Board under sub-section (2), the brac-
kets, figures and words ‘(10)* Every
appeal or application to the Company
Law ‘Board under sub-section (2) or
sub-section (4) be substituted.”

34. “That at page 9. line 32 for the
bracket and figure ‘(9)’ the bracket and
figure ‘(11)’ and ‘(10)* respectively be
substituted.”

35. “That at page 9, for the words,
brackets and figures ‘sub-sections (2)
to (5)' the words, brackets and figures
‘sub-sections (4) to (7)’ be substituted.”

36. “That at page 9, line 39, for the
bracket and figure ‘(3)’-the bracket and
figure 9(5)’ be substituted.”
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37. “That at page 10, lines 1 and 5
for the brackets and figures ‘(10)’ and
“(11)’ the brackets and figures (12)
and ‘(13)’ respectively be substituted.”

The questions were put and the motions
% were adopted.

THE VICE-CHAIRMAN (DR. BAPU
KALDATE): The question is:

“That clause 16, as amended stand
part of the Bill”

The motion was adopted.,

Clause 16, as amended, was added to

the Bill,

Clause 17 (Amendment of section 113)

SHRI J. VENGAL RAO: Sir, I
move:

- 38. “That at page 10, after line 20,
of the following proviso be inserted,
namely:— }

Provided that the Company Law
Board may, on an application being
made to it in this behalf by the
company, extend any of the periods
within which the certificates of all
debentures and debenture stocks al-
lotted or transferred shall be deliver-
ed under this sub-section, to a further
ariod not exceeding nine months  if
it is satisfied that it is not possible

for the company to deliver such cer--

tificates within the said periods,’.”.

The question was put and the motion
was adopted.

THE VICE-CHAIRMAN (DR, BAPU
KALDATE) The question is:

“That clause 17, as amended stand
part of the Bill”

The motion was adopted.

Clause 17, as amended, was added to
the Bill.

Clauses 18 to 24 were added to the Bill.
Clause 25 (Amendment of section 198)

SHRI ¥ VENGAL RAO; Sir, L
move:
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39. “That at page 12, for lines 19 to

22, the following be  substituted
namely:—

25. In section 198 of the principal
Act, for sub-section (4), the following
sub-section shall be substituted,
namely.—

*%(4) Notwithstanding any thing con-
tained in sub-section (1) to (3), but
subject to the provisions of section
269, read with Schedule XIIT, if, in
any financial year, a company has
profits or its profits are inadequate,
the company shall not pay to its
directors, including any managing or
wholetime director or manager, by
way of remuneration any. sum (exclu-
sive of any fees payable to directors
under sub-section (2) of section 309),
except with the previous approval of
the Central Government.”.’

The question was put and the mation
was adopted,

THE VICE-CHAIRMAN (DR. BAPU
KALDATE). The question is:

“That clause 25, as amended, stand
part of the Bill”

The motion was adopted.

Clause 25, as amended, was added to
the Bill,

Clauses 26 and 27 were added to the
Bill,

Clause 28 (Insertion of new section
206A)

SHRI J, VENGAL RAQ: Sir, I move:

40. “That at page 13, for lines 5 to
8, the following be  substituted,
namely:—

‘shares has not been registered by
the company, it shall, notwithstanding
anything, contained in any other pro-
vision of this Act,—.”

41, “Thay at page 13, line 6 for the
figure ‘1987' the figure ‘1988’ be subs-
tituted.”
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42, “That at page 13, ling Y, after
the word ‘dividend’ the words “n re-
lation to such shares’ be inserted . ”

43. ‘That at page 13, line 13 after the
word ‘abeyance’ the words "in relation
to such shares’ be inserted.”

The questions were put and the motions
were adopted.

THE VICE-CHAIRMAN (DR, BAPU
KALDATE): The question is:

“That clause 28, as amended, stand
part of the Bill.”

The motion was adopted.

Clause 28, as amended, was added to the
Bill; ..

Clguses 29 and 30 were added to the
Bill.

Clause 31 (Amendmein of section 219)
SHRI J. VENGAL RAOQ: Sir, I move:

44, “That at page 14, for lines 21
to 43, the following be  substituted,
namely.—

‘(ii) in the proviso, in clause (b),

(1) the word “‘or” occurring at the
end of sub-clause (ii} shall be omitted;

(2)the words “and” occurring at the
end of sub-clause (iii) shall be omitted;

(3) after sub-clause (ili), the follo-
wing sub-clause shall be inserted
namely:—

“(iv) in the case of a company
whose shares are listed on a recogni-
sed stock exchange if the copies of
the documents aforesaid are  made
available for inspection at its regis-
tered office during working hours for
a geriod of twenty-one days before the
date of the meeting and a statement
containing the salient features of such
documents in the prescribed form or
copigs of the documents aforesaid, as
the company may deem fit, is sent to
every member of the company and
to every trustee for the holders of
any debentures issued by the com-
pany not less than twenty-one days
before the date of meeting;”.””
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45. “That at page 15, ling 2, for the
words ‘on payment of such fees as may
be prescribed’ the words ‘free of cost’ be
substituted.”

The question were put and the motions
were adopted.

THE VICE-CHAIRMAN (DR. BAPU
KALDATE): The question is:

“That clause 31, as amended, stand
part of the Bill.”

The motion was adopted.

Clause 31, as amended, was added to the
Bill.

Cluuse 32 was added to the Bill.

‘33. In sub-section (18) of section 224

SHR1 J. VENGAL RAOQO:; Sir, T move:

46, “That at page 15, for lineg 11 to
14, the following be substifuted,
namely:—

‘33. In sub-section (18) of section 224
of the principal Act,—

(a) in the opening paragraph, after
the words “re-appoint any person”,
the words “who is full-time emp-
loyment elsewhere” shall be inserted;

(b) for the first proviso, the follo-
wing proviso shall be  substituted,
namely:—

“Provided that in the «case of a
firm of auditors, “specified number
of companies” shall be construed as
the number of companies gpecified
for every partner of the firm who is
not in full-time employment else-
where:”.

The question was put and the motion

was adopted.

THE VICE-CHAIRMAN (DR, BAPU
KALDATE): The question is:

“That clause 33, as amenged, stand
part of the Bill.”

The motion was adopted,

Clause 33, as amended, was added 1o
the Bill.
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Clauses 34 1o 45 were added to the
Bill.

Clause 46 (Substitution, of new section
for section 269)

SHRI J. VENGAL RAO: Sir, I move:

47. “That at page 18, in lines 19 and
24 for the figure ‘1987 the figure ‘1988’
be substituted.”

48. “That at page 18, line 21, for the
words “of rupees twenty-five lakhs or
more” the words “of such sum as may
bz preceribed” be substituted.”

49. “Thay at page 18, line 27  the
word ‘prior’ by omitted.”

50. “That at page 18, for lines 33 to
38, the following be substituted,
namely:—

‘(3) Every application seeking ap-
proval to the appointment of a mana-
ging or whole-time director or a man-
ager shall be made to the Central
Government within a period of ninety
days from the date of such appoint-
ment.”

51. “That at gage 19, after line 4, the
following be insert=d, namely:. —

‘(6) If the apointment of a person
as a managing or whole-time direc-
tor ot’ a’manager is not approved by
the Cehtral Government under sub-
section (4), the person so appointed
shall vacate his office as such’ mana-
ging or whole-time director or mana-
ger on the date on which the decision
of the Central Government is com-
municated to the company, and if he
omits or fails to do so, he shall be
punishable with fine which may ex-
tend to five hundred rupees for every
day during which he omits or fails to
vacate such office’.”

52. “That atr page 19, lines 5 to 7,
for the figure and words “(6) Where the
appointment of a person as a managing
or whole-time director or a manager
under sub-section (3) is not approved
by the Central Government, or, where
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the’ the figure and words ‘(7) Where
the’ be substituted.”

53. “That at page 19, line 10, for the
word ‘prior’, the word ‘the’ be substifu-
ted.”

54, “That at page 19, lines 14 and 15
for the brackets and figures “7) and
6y the brackets and figures “(8) and
(7Y respectively be substituted.”

55. ‘That at page 19, lines 20 and
21, for the brackets and figures ‘(9)’
and “8)’ the brackets and figures ‘(10),
and ‘(9)’ respectively be substituted.”

56. “That at page 19, lines 28 and
29 for the brackets and figures “(9) and
‘(8 the brackets and figures (10 and
‘9 respectively, be substituted.”

57. “That at page 19, lines 41 and
42 for the brackets and figures ‘(19)’
‘(9 the brackets and figures ‘(11)’ and
“(10y respectively be substituted.”

58. “That at page 19, line 48 for the
bracket and figure ‘(11)° the bracket and.
figure (12) be substituted.”

59. “That at page 20, line 4 for the
bracket and figure ‘(8)" the bracket
and figure (9)° be substituted.”

The questions were put and the motions
were adopted.

THE VICE-CHAIRMAN (DR. BAPU
KALDATE): The question is:

“That Clause 46, as amended, stand
part of the Bill.”
The motion was adopted.

Clause 46, as amended, was added fo
the Bill.

Clause 47 (Amendment of Section 310)
SHRI J. VENGAL RAO: Sir, I move:

60. “That at page 20, after line 8
the following be inserted. namely:—

‘(a) in the opening paragraph, for
the portion beginning with the words
“shall not have any effect” and ending
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with the words “approved by the
Central Government”, the following
shall be substituted, namely:—

‘shall not have any effect.—

(@) in cases where Schedule XIII
is applicable, unless such increase is
in accordance with the conditions
specified in that Schedule; and

(b) in any other case, unless it

is approved by the Central Govern-
ment’.’”

The question was put and the motion
was adopted,

THE VICE-CHAIRMAN (DR. BAPU
KALDATE): The question is:

“That Clause 47, as amended, stand
part of the Bill.”

The motion was adopted,

Clause 47, as amended, was added to
the Bill,

Clause 48 (Amendment of section 314)

SHRI J. VENGAL RAO: Sir, T move:

61. “That at page 20, after line 28,
the following be inserted namely:—.

<48. Amendment of Section 311.—

In section 311 of the Principal Act, for

the portion beginning with the words
*'shall not have any effect” and ending
with the words “approved by the Cen-
tral Government”, the following shali
be substituted, namely:—

“shall not have any effect—

(a) in cases where Schedule XUI iz
applicable, unlesgs such increase is in
accordance with the conditions specified
in that Schedule; and

(b) in any other case, unless it is
approved by the Centra] Government”.”

Thy question was put and the motion
was adopted.

- THE VICE-CHAIRMAN (DR, BAPU
;‘KALDATE): The question is:
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“That Clause 48, as amended, stand
part of the Bill."

The motion was adopted.

Clause 48, as amended, was added .
the Bill,

Clause 49 was added to the Bill.
Clause 50 (Amendment of Section 370)
SHRI J. VENGAL RAOQ: Sir I move:

62, “That at page 20, for lines 43 to
46 the following be  substituted.
namely:—

*50. In section 370 of thé principal At

(a) in sub-section (1),—

(i) in the first proviso, for the words

“ten per cent. of the aggregate of the
subBscribed capital of the fending com-
pany and its free reserves”, the words
“such  percentage of the aggregate of
the subscribed  capital of the lending
company and its free reserves as tmay
be prescribed,” shall be substituted;

ui) in the second provise, —

(1) in clause (a), for the words
“thirty per cent. of the aggregate of
the subscribed capital of the lending
company and its free reserves”, the
words “such percentage of the aggre-
gate of the subscribed capital of the
lending company and its free reserves
as may be prescribed” shall be sub-
stituted;

(2) in clause (b), for the words
" “twenty per cent, of the aggregate of
the subscribed capital of the lending
company and ity free reserves”, the
words “such percentage of the age-
regate of the subscribed capital of
the lending company and its free 1es-
erves as may be prescribed” shall be
substituted:

@(ii) in  Explanation (1) for the
words, brackets and  letters “thirty
per cent, of aggrvgate specified in clau-
se (a) or as the case may be of twenty
per cent of the aggregate specified
in clause (b) of the second provisa”.
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the words, brackets and letters “the
percentage of the aggregate specified
in clause (b) of the second proviso”
shal! be subsituted;

+t) the following Explanation sball be
added at the end namely:—

“Explanation.—— For the purposcs ot
this section, “loan™ includes any depn-
sit of money made by one companv
with another company, not being a
bankiag company.”.”

The question was put and the moliok
veas adopted.,

THE VICE-CHAIRMAN (DR. BAPU
YALDATE): The question is:

~Inat Clause 30, as amended, stand
part of the Bill.”

The motion was adopted,

Clause 50, as amended was added to
+he Bill.

“lause 51 (Amendment of section 372)
SHRI J. VENGAL RAQO: Sir I move:

43. “That at page 21, for lines 12 to

14 the following be subsiituted
namely:- -

‘(b) in sub-section (23,

(i) for the opening paragraph, the
following shall be substituted,
namely:—

*(2) The Board of directors of the
investing company shall be entitled to
invest in any shares of any other body
corporate upto such percentage of the
subscribed equity share capital, or the
aggregate of the paid up equity and pre-
*erence share capital of such other bodv
vorporate, whichever is less, as may be
prescribed,”;

(ii) in the first proviso, for the words
“thirty per cent, of the subscribed capi-
tal of the investing company,” the
words “such percentage of the aggregate
of the subscribed capital and free res-
erves of the investing company. 28
may be prescribed” shall be substituted.
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(iii) in the second proviso, for the
words “twenty per cent of the subscri-
‘bed capital of the investing company”,
the words ‘such percentage of the agg-
regate of the subscribed capital and
free reserves of the investing company

as may be presicribed” shall be substi-
tuted.,”

SHRI SUNIL BASU RAY: Sir, I beg
to move:

83, “That at page 21, after line 22,
the following be inserted, namely:—

‘(e) in sub-section (14), after clause
(e) the following shall be inserted,
namely:—

(f) to any Company owned by the
Central or any State Government, set
up primarily for the development of
industries either through subsidiaries
or through joint sector undertakings'

THE VICE-CHAIRMAN (DR. BAPU
KALDATE): First, I shall put Amendment
No. 63 of Shri Vengal Rao to vote,

The question was put and the maotion
was adopted,

THE VICE-CHAIRMAN (DR. BAPU
KALDATE): Now I put Amendment
No. 83 of Shri Sunil Basu Ray to vote:

The question was put and the motion
was negatived.

THE VICE-CHAIRMAN (DR. BAPU
KALDATE): The question is:

“That Clause 51, as amended, stand
part of the Bill.”

The motion was adopted.

Clause 51, as amended, was adfed te
the Bill.

Clause 52 (Amendment of Section 3834)

SHRI J. VENGAL RAO: Sir, I move:

64. “That at page 21, line 25, tor the
words ‘of such sum’, the words ‘having
such paid-up share capital’ be substitu-
ted.”

The question was put and the motion
was adopted. ‘
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THE VICE-CHAIRMAN (DR. BAPU
KALDATE): The question is:

“That Clause 52, as amended,
part of the Bill.”

The motion was adopted.

Clause 53 to Fp were added 1o the Bill.
the Bill.

Clanse 53 to 64 were added to the Bdl.

Clause 65 (Insertion of new Schedules
XHI and XIV)

SHRI J. VENGAL RAOQO:; Sir, I move:

65. “That at page 26, for line 10 the
line “(See sectiong 198, 269, 310  aml
311) be substituted.”

66. “That at page 26, line 13, the
words ‘Prior’ be omitted.”

67. “That at page 26, ior line 19.
the following be substituted, namely:—

‘(a) he had not been sentenced 1o
imprisonment for any period or to
a fine exceeding one thousand rupees,
for the conviction of an offencc under
any of’.”

68. “That at page 26, for lines 39
ang 40 the following be substituted,
namely: —

'(b) he had not been detained
for any period under the Conser-
vation of Foreign Exchange and
Prevention of Smuggling Activi-
ties Act, 1974 (52 of 1974).

Provided that where the Cep-
tral Government hag given its
approval to the appvintment of
a person convicted or detained
under sub-paragraph (a) or cub-

stand
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paragraph (b), as the case may
be, no further approval of the
Central Government shall be
necessary for the subsequent ap-
pointment of that person if he
had not been so convicled or de-
tained subsequent to such ap-
proval.’ ”

69. “That at page 26, lines 41 and
44, for the brackets and letters
‘(b)’ and ‘(c)’ the prackets and
letterg ‘(c)’ and ‘(d)’ respectively
be substituted.”

70. “That at page 27, Lne 1, for
the bracket and letter ‘(d)’, tne
bracket and letter ‘(e)’ be substi-
tuted.”

71. “That at page 27, for liaes 2
to 5 the following pe substituted,
namely: —

‘(f) if the company had suffer-
ed loss or had inadequate profits
during the finantlal year imme-
diately préceding the financial
year in which the appointment
is made (hereinafter referredq to
ag the preceding financial wvear)
or in any of the three financial
years in the four financial years
immediatély preceding the pre-

(1)

ceding financial year’.

72. “That at page 27, lines 42 and
43, for the words “be subject to a
maximum limit of rupees two lakhs
and seventy thousand per annum”,
the following be  substituted,
namely: —

‘not exceed the foliowing limits,
namely:—

Where the effective capital of the company is—

Commission payable
annually shall not
exceed=— ~

(@) less than 20 lakh rupces

(b) rupces 20 lakhs or more but less than 1upees 50

lakhs

(c) rupees 50 lakhs or more but less than rupees 1

crore

(d) rupeecs 1 crore or more bt less than rupees 3

crores

(¢) rupees 3 crores or more but less than rupecs 5

crores
{f) rupees 5 crores or more

Tupees 1,08,000/-
rupecs 1 35,00G/-

rupecs 1,62,£€0/-
rupecs 1,98,000/-
rupecs 2,34,0(C/-

rupees 2,70,000(-"
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73. “Thet at page 28, line 15 for THE VICE-CHAT (
) > 28, - RMAN (DR.
the word ‘(i) Housing:’, the words BAPU KALDATE): lesti i
. ] , ¢ Th ues :
‘(i) Housing I’ be substituted » ) e duestion is
“That Clause 65, as amended,

74. ‘“That at page 28, after line stand part of the Bill.”

23, the following be inserted, The moticn was adopted.
namely: —
Clause 65, ds amended  was  added
‘Housing II—In case the accom- to the Bill. )
modation is owned by the com-
pany, ten per cent. of the salary t‘hfllggles 66 and 67 wer: added o
of the appointee shall be deduct- '
ed by the company. Clause 1 (Short title and

. ' commencement)
Housing III—In case no accommo-

dation is provided by the company, . .
the appointee shalll be cnlitied to SHRL J. VENGAL RAO: Sir, 1

house rent allowancge subject to move:

the ceilings laid down in Housing 2. “That at page 1, line 4, for the

” figure ‘1987 the figure ‘1988’ be
‘ substituted.”

75. “That at page 28, line 24 for .

: * 3. ¢« t r 1
the ~words ‘The expenditure’, the 9 thrghatfoailoar?ﬁz 1,bfeo-q1‘$§tjt:;
words ‘Explanation—The expendi- n’a mely: ¥ ’
ture’ be substituted.” yi—

« . ‘(2) Section 66 of this Act in

3 76. Thgt at page 2, af_ter line so far as it relates to the inser-
9, lthe following be inserted, tion of new Schedule XIV to the
namely: — principal Act shall be deemed to
. . . have come into force on the 2nd
Explanation.—For t.he purposes day of April, 1987, and the re-

of Category-A, “family” means maining provisiong of this Act
the spouse, the dependant child- shall come into force on such
ren and c,lependant parénts of the date as the Cenfral (fovernment
appointee’.” may, by notification in the Offi-

cial Gazette, appoini, end differ-
ent dates may be appointed for
different provisions of this Act.”

77. “That at page 29, line 17, the
word ‘sanctioned’ be omitted.”

78. “That at page 29, the lines

28 to 33 be omitted.” The questions were put and the moutiens
79. “That at page 30, line 2, for were adopted.

the word ‘section’, the words sec- THE VICE-CHAIRMAN (DR. BAPU

tions 205 and’ be substituted, KALDATE): The question is:

h80. “Tgau‘ ?t P z.ag'e 31, line dl l" ]f or “That Clause 1, as amended; staad

the word ‘electric’ the wor elec part of the Bill.” .

tronic’ be substituted.”
Th 1 g dopted.
81. “That at page 34, line 30 the te motion was adopre
word ‘previous’ be omitted.” Clause 1, as amended, was added 10
82. “That at page 38, lines 10 and the Bill.
17 for the figure ‘1987 the figure Enacting Formula
‘1988° be substituted.”
5 : SHRI J. VENGAL RAQ: Sir, I move:
The questions were put and the
motions were gdopted. “That at page 1, line 11, for the word
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‘Thirty-eighth the words ‘thirty-ninith’ be
substituted”

The question was put and the motion
was adopted. '

THE VICE-CHAIRMAN (DR. BAPU
KALDATE): I shall now put the Enact-
ing Formula, as amended, to vote.

The question is;

*That the Enacting Formula, as am-
ended, stand part of the Bill.”

The motion was adopted,

The Enacting Formula, as amended,
was added to the Bill.

The Title was added to the Bill.

SHRI J. VENGAL RAO: Sir, I beg to
move;

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

The question was proposed.

SHRI JAGESH DESAI (Maharashtra):
Mr. Vice-Chairman, Sir, I would like to
place four points before the Minister for
his consideration. One is that the right
of proxy should be done away with, I
am unable to expand this point because of
short of time and proxy to Director or
his relatives must not find any place. If
it is done away with, then the Directors
will invest more money and the company
will not go sick. At present many com-
panies have only 8 per cent equity of the
Directors but they are having a complete
control of the companies. That
is why the
must think seriously about this so that
proxy is not given to the Diwectors or
their relatives. Secondly, wherever the
turnover is more than Rs. 25 crores and
more than 500 are employed in a public
limited company, one of the auditors
should be appointed by the recognised
labour union and the fee should be given
by that company so that the manipulations
which are going on to give less bonus,
dividend and less taxes can be eliminated.
Thirdly, whenever more than 75 per cent
of the resources are given either by equity
by the Government or as loan by the
financial institutions, there also, one of the
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auditors should be appointed hy the Gov-
ernment and their accounts should be sub-
mitted to Parliament for ity scrutiny.
Similarly, in all the MRTP companies
one of the auditors should be appointed
by the Government and thei~ accounts -
must be placed before the Pa:liament for
discussion as it is done in the case of
public sector undertakings. As you will
see the report of the Finance Ministry,
last year 12 groups of companies evaded
Rs. 200 crores income. That was found by
overseeing, If their accounis were gone
into in depth, then hundreds of crores of
rupees would have come into surface and
the Government would have got its due
share. That is why, one of the auditors
in these MRTP companies must be ap-
pointed by the Government and their ac-
counts must be placed before the Parlia- ;
ment. If their accounts are to be scruti- o
nised by the Parliament, then they will not
take this risk and they will not indulge in
this kind of practice. These are my sug-
gestions and I would like the Govern-
ment to go in depth into these and come
out with a simple amendment in the Com-
panies Act to remove these loopholes.
These are my suggestions and I hope the
hon. Minister will accept them.

SHRI RAOOF VALIULLAH (Guja-
rat); Will the Minister respond to these
suggestions?

THE VICE-CHAIRMAN (DR. BAPU
KALDATE): Yes, yes. "

SHRI SUKOMAL SEN (West Bengal) :
Sir, this Bill is an Amendment Bill to an
Amendment Bill. Under this Amendment
Bill, the hon. Minister has got so many
amendments tpday also and so hurridly
this Bill is getting passed. It is a very
voluminous Bill as Mr. Rameshwar
Thakur has demonstrated. And this volu-
minous Bill is being passed with a jet-
plane speed. Now, T would like to know
from the hon. Minister when the next
Amendment Bill is coming to the present
Amendment Bill.

SHRI DIPEN GHOSH: Mr. Vice-
Chairman, Sir, as you have noticed, I have
submitted gn amendment. And when this
amendment was put to vote and negatived,
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nobody said ‘No’. But you took it as if
they were saylng ‘noes’ or that they will
be saying ‘noes’ whenever any amendment
is putforth by the Opposition. You as
sumed it. But the fact is that they could
say even ‘noes’ because they could not
study what exactly the amendinent wanted
to do.

5.00 p.M.

THE MINISTER OF STATE IN THE
MINISTRY OF PARLIAMENTARY AF-
FAIRS (SHRI M. M. JACOB): Sir, he
is trying to mislead the House.

SHRI DIPEN GHOSH: You go to the
tape record and find out whether what
you say was at all taped. It was not
taped. Actually, they, including even the
Minister, did not pay any attention to this
amendment. So, I would appeal to the
Minister to consider this amendment, be-
cause it is assumed that the Government
will again come up with another volumi-
nous set of amendments to this Amcnd-
ment Act, as happened in the case of the
Direct Tax Laws Amendment Bill. There:
have been certain exemptions that any
company when out of its own resources
invests in its subsidiaries certain exemp-
tions are granted. But the companies
owned by the Central Government Or any
State Government which have been set up
for the purpose of developing industries
out of their pwn resources momney given
by the Centre, or money given by the
Centre through the State Government, if
they invest in their own subsidiaries, or
through subsidiaries in the joint sector
ventures, they are again required to come
to the Centre for permission. This simp-
lv is a bureaucratic approach. This gives
the scope for bureaucratic buneling and
delaying the whole process. The com-
panieg are owned by the Government.
Money has been supplied bv the Gov-
ernment to such companies. The purpose
of floating such companies was to develop
industries and out of the money provided
to such companies if they wished to in-
vest in their subsidiaries or through sub-
sidiaries in certain other joint sector ven-
tures again they were required to come
back to the) Centre for permission; that is
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why this amendment sought to give ex-
emption to such companies. But even
they did not pay any attention to this
kind of amendment, This is the way the
Government is functioning.

Sir, I would appeal through you to the
Minister that assuming that they will again
be coming forward with another amend-
ing Bill on this subject, I would request
him to conmsider this amendment also  at
that time. Thank you.

SHRI J. VENGAL RAO: Sir, after
passing the Bill, hon. Members have come
forward with some suggestions.. .

THE VICE-CHAIRMAN (DR, BAPU
KALDATE): No, we have not passed it
yet. We are at the third reading stage and
therefore T have allowed it,

SHRI DIPEN GHOSH: I do not be-
lieve in God. Otherwise I would have
said: May God save us from the ignor-
ance of the Minister!

SHRI K MOHANAN (Kerala); This

is the way they are handling the things.
(Interruptions).

SHRI M. M. JACOB: You do not allow
the Minister to complete the sentence.

SHRI J. VENGAL RAO: After pass-
ing two-thirds of the Bill the Members
gave some suggestions, I will remember
these suggestions when I come forward
with the amendments next time. I will .
certainly look into them. (Inferruptions).

SHRI DIPEN GHOSH: Provided you

are a Minister, and the Industry Minister,
at that time. (Interruptions),

THE VICE-CHAIRMAN (DR. BAPU
KALDATE): He said, he will examine it.

Now I will put the motion. The question
iS:

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

The moton was adopted,



