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SHRI KALYAN ROY: I only want to say .

MR. DEPUTY CHAIRMAN: Nothing.
Not at all.

SHRI KALYAN ROY: I only want to say
Shri Bhupesh Gupta is seriously ill and is
confined to bed. Otherwise he would have
been present here.

THE COMPANIES (AMENDMENT)
BILL, 1977—contd.

SHRI K. K. MADHAVAN: Sir, I press for
the information.
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PROF. N. M. KAMBLE (Mabharashtra):
It was already notified.
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SHRIMATI SUSHILA SHANKAR
ADIVAREKAR (Maharashtra): Sir, the
Children (Amendment) Bill, 1977 was
introduced only yesterday and we were told
that this would not be taken up immediately in
the House. Many Members, particularly the
lady Members, would like to put  forth
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their points of view. But it has come as a
surprise to us and it is in today's List of
Business.

SHRI KALYAN ROY: Sir I would like to
submit that this Bill may be taken up on
Tuesday next.

THE MINISTER OF LAW, JUSTICE
AND COMPANY  AFFAIRS (SHRI
SHANTI BHUSHAN): Mr.  Deputy
Chairman, Sir, before I rise to move that the
Bill be taken' into consideration, I would like
to submit one thing. A point has been raised
by some honourable Members . . .

SHRI S. W. DHABE: Sir, the Minister for
Parliamentary Affairs is just now coming . . .

SHRI KALP NATH RALI: Sir, the Minister
is coming just now.

SHRI U. K. LAKSHMANA GOWDA
(Karnataka): But he does not know what has
happened.

SHRI SHANTI BHUSHAN: Sir, a point
has been raised by some honourable Members
as to whether suffi-cinet time has been given
to the honourable Members to consider the
Bill so that they can usefully take part in the
discussion on the Bill. Now, so far as the
provisions in the Rules of Procedure are
concerned, I think rule 123 provides for such
a situation when a Bill has been' passed by the
Lok Sabha and has been transmitted to this
House, and it says:

"On the day on which the motion for
consideration is set down in the list of
business which shall, unless the Chairman
otherwise directs, be not less than two days
from the receipt of the notice, the member
giving notice may move that the Bill be
taken into consideration."

So, Sir, so far as the rules are concerned, I
would like to submit that there has been full
compliance. May



185 Companies

I also say, Sir, with the limited experience
that I have had of this House, that I find that
all the honourable Members of this House are
so brilliant and they are so intelligent that
they take very little time in following and
appreciating what is contained in the Bill and
I have been finding that even at the last
moment, when a very complicated business is
handed over to them, they follow it . . .

SHRI KALP NATH RAI: We do do not
accept it.
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SHRI SHANTI BHUSHAN: I am
surprised, Sir, that an honourable Member of
this House, who is always so well informed
and who makes such interesting speeches
every time, does not accept the suggestion of
mine and the compliments from me that all
the honourable Members of this House are so
brilliant that they take hardly any time even in
assimilating the provisions of the most
complicated Bills and so far as this Bill is
concerned, I think this is the simplest of the
Bills that have ever been brought before this
House. So, I would like to appeal to the
honourable Members that this is a very simple
Bill and they should not refuse these compli-
ments which are being paid to them and I
would request them to allow me to proceed
further with the Bill.
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(interruptions)

SHRI K. K. MADHAVAN: Sir, he has
completely by-passed the issue. The issue that
I raised is a simple one. I asked: What is the
minimum time that the Government is

expected to give to the Members, to which
they
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are entitled, so that they can examine the Bill
properly? That is the issue I raised.

SHRI SHANTI BHUSHAN: Sir, I have
already explained and I have already replied
to that point.
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SHRI S. W. DHABE: Sir, the Mi
nister for Parliamentary Affairs has
not given any explanation.

SHRI KALP NATH RALI: Sir, the Minister
for Parliamentary Affairs is not giving any
explanation.

SHRI S. W. DHABE: Sir, the point raised
by the lady Member regarding the Children
(Amendment) Bill, 1977 is also to be given
consideration.

MR. DEPUTY CHAIRMAN: It is on the
list, on today's list.

SHRI KALP NATH RAI: How' can it be?

SHRI SUNDER SINGH BHAN-DARI: It
is in the order paper of today.

St ®EqATZ W ATE(F IT-
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MR. DEPUTY CHAIRMAN: An objection
has been raised to the effect that the
honourable Minister should not be permitted
to make any motion with regard to the '
Companies (Amendment) Bill, 1977, because
two days' notice has not been given. This, in
effect, is the objection which the honourable
Members have raised. Now, rule 123, which
the honourable Minister read out just now, is
the relevant rule and it says—and I would like
to repeat it—Ilike this:

"On the day on which the motion for
consideration is set down in the list of
business which shall
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[Mr. Deputy Chairman]

unless the Chairman otherwise directs, be
not less than two days from the receipt of
the notice, the member giving notice may
move that the Bill be taken into conside-
ration."

It means that normally it should not be less
than two days. But, if the Chairman, in his
discretion, agrees to put it on the list of
business, it can be taken up earlier also.
Therefore, it is in order that the hon. Minister
should make the motion.. . (Interruption).

SHRI K. K. MADHAVAN: Even then the
permission of the Chairman has some reason
behind it.

SHRI KALP NATH RAI (Uttar Pradesh):
What about the Children (Amendment) Bill?
It was given to us only yesterday..
(Interruptions) . . . It should not be discussed
today, Sir, it was introduced only yesterday.

SHRI SUNDER SINGH BHAN-DARI
(Uttar Pradesh): It is in the Order Paper
today.
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SHRI KALP NATH RAI: The Mi
nister should not be permitted to pro
ceed with the  Children (Amend
ment) Bill today.
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SHRI SHANTI BHUSHAN: Sir, I beg to
move:

"That the Bill further to amend the
Companies Act, 1956, as passed by the
Lok Sabha, be taken into consideration."

Sir, the Bill is a short one. With your
permission, I will briefly indicate as to what
the main provisions
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of this Bill are. Sir, before I do say, may I say
that the hon. Members are aware that the
Companies Act . wa3 last amended in 1974,
and...

SHRI K. K. MADHAVAN: The objective
of the Bill has not been given here....
(Interruptions.).

SHRI SHANTI BHUSHAN: It was last
amended in 1974 fairly comprehensively.
Even so, we felt that the entire Companies Act
as also the sister legislation, namely, the
Monopolies and Restrictive Trade Practices
Act, 1969, should be considered com-
prehensively, and the Government have,
therefore, appointed a committee under the
chairmanship of Mr. Justice Rajen Sachar to
review both these Acts, namely, the
Companies Act and the Monopolies and
Restrictive Trade Practices Act. This com-
mittee is presently going into the review of
these two Acts, and it is expected that their
report would be available only after a few
more months. At that time, after that report
has been received and has been taken into
consideration and the views of the
Government have been formulated, then a
comprehensive Bill for amending the
Companies Act as well as the Monopolies and
Restrictive Trade Practices Act would be
brought before Parliament. In the meantime,
Sir, there were certain aspects of the matter
which require urgent attention, and it is with a
view to making amendments in the
Companies Act in regard to those matters only
that this Bill has been brought before
Parliament.

Now, Sir, one of the matters which is the
subject matter of this Bill relates to section
58A of the Companies Act, which was
introduced in 1974 for the purpose of
regulating deposits which are received by
companies from private depositors. At that
time it was felt that these should be brought
under regulation because, in many cases, what
used to happen was that companies used to
invite these deposits by offering a higher rate
of'interest, and tempted with that higher
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rate of interest, people used to make deposits
in the companies, which used to be risky
because there was no limit on thse deposits,
and so on. Therefore, it was felt that these
deposits should be regulated by , provision in
the law, and section 58 A was added in the
Companies Act for that purpose. The
provisions which were contained in section
58A were that the limit to which a company
may accept deposits would also be regulated
and the maximum interest which a company
could pay to their depositors should also be
regulated. The idea was that unnecesarily
people should not be tempted and their
deposits should not become risky, because if a
company takes too much of deposits which is
not commensurate with the share capital that it
has then, in that case it may not be possible for
the company to pay off to these depositors.
Then, so far as the deposits which had been
taken prior to the enactment of this provision
were concerned, obviously they had been
taken earlier. A provision was introduced that
these deposits should be returned and brought
within the limits which were provided for by
the Act. A time-limit was prescribed and by
that date the deposits should be brought within
those limits. Any contravention of the
provision was an offence under the Act and
the Directors were liable to be prosecuted for
the same. These deposits were required to be
returned on the Ist of April, 1975 by that
provision, 58A. The objectives behind the
provision which was introduced, were
laudable' Although more than two and a half
years have elapsed from Ist of April 1975, up
to the present time, the experience of the
working of the section during this period has
shown that the section was not able to achieve
the purpose for which it had been enacted. As
I said, it had been enacted to help the small
depositors. The office bearers of the
organisations concerned with the small
depositor saw me in that connection and
after discussions

[ 15 DEC. 1977 ]

(Amd.) Bill, 1977 190

with them 1 found that they were
very anxious that they were not gett
ing back their deposits in spite of
such stringent provisions which had
been introduced by that amendment
of 1974. The reasons had to be
looked into. It was found that this
amendment was very rigid because it
did not make any distinction between
good cases and bad cases. Obvious
ly, if some company had taken some
deposits earlier and if that company
is required to return a large number of
deposits by a particular date, the total
amount going up to a very high figure,
it depended upon the circumstances of
that company. Many of those cir-
cumstances may not be the creation
of the company and may be on add
count of factors completely beyond
the control of the company. There
were cases where in spite of the best
efforts, it was not possible for the
management of a company to comply
with the rigid requirements of the sec
tion. The result was that an inbuilt
incentive arose even for the other
companies which were in a position
to comply with the requirements of the
provision. They thought that they
might also not comply with the provisions of
this section for the reason that the knew that
there were so many other companies who, on
account of their position and circumstances
beyond their control, were not able to comply
with this provision. Therefore, they felt that if
others would not be prosecuted because it
would be futile to prosecute them, then why
should they comply with the provision
because they could take the plea that when we
were not pre secuting the others why we
should prosecute them. Good cases and bad
cases got lumped together on account of the
rigidity of this provision and the result has
been completely contrary to what the
intention behind this provision was. While the
intention was to compel the companies to
return those deposits, the result has been just
the conrary, namely, those deposits have not
been returned. Therefore, this ques-
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[Shri Sbanti Bhushan]

tion engaged the consideration, of the
Government. A committee was appointed
under the chairmanship of Shri James Raj. It
went into the matter. This provision has been
brought as result of the labours of the Working
Group. What is now sought to be done is that
the provision is being made flexible. It will
have to be studied in each case as to what the
reasons are and why the company has not been
able to comply with this rigid provision. Based
on the facts and circumstances of each case,
the Government may apply its mind and find
out what the proper solution would be, whether
some instalment should be fixed, whether
some time should be granted, whether some
extension should be granted and whether on
account of the kind of business or
circumstances of a company a particular
requirement should not be made applicable for
a limited period or should not be made
applicable at all. Even before, in section S8A
which was originally introduced, wide powers
were given to the Government to make the re-
quirement under this provision completely
inapplicable to any company, but in exercise of
that power, the Government could do only one
thing namely, to make all the provisions of this
section completely inapplicable to any
particular company. It did not have the power
to make those provisions inapplicable either
for a limited period only or to make only some
of the provisions inapplicable and some of the
requirements inapplicable and not the other
requirements, or to grant extension and so on.
Therefore, the need was felt; and while the
provision, as it was, gave a very with power to
the Government, did not enable the Govern-
ment to achieve the objective of that very
desirable piece of legislation namely, Section
58A. Therefore, this amendment is sought to
be made in the Companies Act so that the Gov-
ernment will have to apply its mind to the facts
and circumstances of each
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case and then determine a to what would be
the best way of seeing to it that the depositors
get back their money in a particular company,
And the ground on which the Government can
exercise the power are, "If it coast-ders it
necessary for avoiding any hardship or for any
other just and sufficient reason." So, the
objective considerations, the requirements are
laid down. It is only conditional power—"and
by order, issued either prospectively or
retrospectively from a date not earlier than the
commencement of the Companies
(Amendment) Act, 1974, grant extension of
time to a company or class of companies to
comply with, or exempt any company or class
of companies from all or any of the provisions
of this section, either generally or for any
specified period subject to such conditions as
may be specified in the order after seeing as to
can be laid down after seeing as to what
would be a practicable scheme in the case of a
particular company as to how the deposits can
be required to be returned. And a proper order,
after the application of the mind, will have to
be made under this section so that the
objective of the provision can be achieved.
That is the object behind this section. Sir.

Then, Sir, the other part of this Bill is an
amendment proposed to section 220 of the
Companies Act. Sir, as the hon. Members are
aware, there is a requirement that every year
the annual general meeting has to be held by a
company and before the annual general
meeting is held, the balance sheet of the
company has to be circulated among the
shareholders so that the shareholders may be
made aware of the actual working of a
particular company. Now, Sir, by a decision
of the Supreme Court in 1973 a view was held
that if the company did not held its own
annual general meeting, in that case, it could
not be made responsible for preparing or fil-
ing or sending copies to the shar-holders of
the balance sheet also. Earlier there had been a
different view. But in 1973, Sir, the Supreme
Court laid down this view and, there-
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fore, it became necessary that if the company
is not able to hold its annual general meeting,
what is the justification that the balance sheet
should not be there and should not be made
public so that the members of the company,
the creditors of the company and other people
could look into the actual affairs of the
company and as to how they have been run.
Therefore, Sir, in order to remove that lacuna,
this has been brought in order to provide that
whether or not the annual general meeting has
been held, a copy of the balance sheet with
the profit and loss account, etc. will have to
be filed before the Registrar of a Joint Stock
Companies because after it is filed, then in
that case it becomes a public document and
anybody can look into that document and find
out the affairs of the public company. That is
the other provision which became necessary
on account of a judgment of the Supreme
Court.

Then, Sir, the third matter to which this Bill
relates is a proposed amendment to section
293 of the Companies Act which has a
provision permitting a company to spend
cither for charitable purposes or for the
welfare of its employees a certain amount, a
certain share of the profits or an amount of Rs.
25000. Sir, an amount of Rs. 25000 was fixed
In the Companies Act. The Bill seeks to alter
this amount from Rs. 25.000 to Rs. 50,000.
This should not be mixed up with the matter
of donations to political parties or for political
purposes, because that is a matter governed by
section 297A of the Companies Act. That
provision remains. That is not being touched
by this Bill. That means, while the prohibition
against the donations to political parties or for
political purposes by companies would
continue, this is the authority under the
Companies Act for sending a sum of Rs.
25,000 by a company either for charitable pur-
poses, for example, the relief of the victims of
the Andhra cyclone, or for the welfare of its
employees. So far the authority was to spend
up to an 1586 LS—7
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amount of Rs. 25,000 or a certain share
of the profits. This authority is being
increased to spend wupto an amount
of Rs. 50,000. I am quite certain that
all sections of this House would
welcome this  change because
the importance of the mode of charity in our
country cannot be minimised, and if these
amounts for the welfare of the employees or
for other charitable purposes can be spent by
the companies, shareholders of the
companies, for people who are in need for
this relief, this charity, and so on, and
for'employees who are in need of all kinds of
welfare, then in that case certainly, Sir, I
would commend it for the consideration of
the House and seek its approval whether this
permission to go up to an amuont of Rs.
50,000 should or should not be granted.

Then, Sir, the next change that is sought to
be made in the Companies Act by this Bill
relates to a provision regarding delegated
legislation. So far as the Companies Act is
concerned there is a provision which required
such legislation to be placed before each
House within a period of 30 days-And, Sir,
the provision, as contemplated at that time,
provided that these 30 days would be
computed in one single session. Now Sir,
since 1975, it has been the experience that on
many occasions a single seL-"“ion of this
House has not been of 30 days duration with
the result that this difficulty arose. Therefore,
this provision is being enacted and this
change is being made so that after it has been
placed before the House, even if in that
session the period of 30 clays is not there, that
period for which it is there, can be counted
with the period for which it may be before the
House in the next session and the entire pe-
riod of 30 days for which it should be there
may be a broken up period, not in one single
session but may be comprised in two sessions,
part in one and part in another, etc.

Then, Sir, the last important change that is
sought to be made by this Bill relates to
certain powers which were earlier  with
the courts. By the
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[Shri Shanti Bhushan] Companies Act
these powers had been transferred to the
Company Law Board and this change has
become necessary on account of that, namely,
where the Company Law Board makes an
order, which has to be executed, some amount
has to be recovered from somebody, or
something else has to be done, then, in that
case what should be the mode for execution of
the enforceable orders of the Company Law
Board. Therefore this provision is sought to be
introduced in the Companies Act so that the
orders of the Company Law Board can also be
transmitted to the court having jurisdiction
and the court will then execute those orders,
enforce those orders, as if these orders were
decrees of a court. In order to effectively
execute and implement and enforce the
orders" made by the Company Law Board this
provision is sought to be introduced. These, in
brief, are the changes which are sought to be
made by this Bill. And, Sir, may I venture to
say that each of these proposals is a non-
controversial matter and I expect whole-
hearted cooperation an dsupport . . .

SHRI KALYAN ROY: ... to withdraw the
Bill.

SHRI SHANTI BHUSHAN: ... on these
proposals not only from all sections of the
House but from each and every hon. Member
of this House. With these words, Sir, I beg to
move that the Bill be taken up for consi-
deration.

The question was proposed.

SHRI U. K. LAKSHMANA GOWDA: Sir,
may 1 seek one clarification from the hon.
Minister? The Law Minister in this particular
Amending Bill refers to deposits which were
over and above the limit prescribed in 2 974.
In regard to them he has made certain
proposals and this amendment is for that
purpose. But, what about the doposits with
the companies are taking subsequent to the
Companies Amendment Act of 1975? I would
like to know how they are going to be
regulated. May he kindly explain?

[ RAJYA SABHA |

(Amdt) Bill, 1977 196

SHRI SHANTI BHUSHAN: 1 am
thankful to the hon. Member for seek
ing this clarification because I should
have referred to it even earlier. The
provisions of section 58A related to
various deposits obtained under various
circumstances.  The  difficulty  arises,
for instance, in a particular com
pany where there may be a strike.
The requirement under section 58A is
that these deposits should be returned
at a particular time in a particular
manner. That is the only require
ment. The question is how should this
requirement  be enforced. The
methodology is given in the section and there
is provision for prosecution. The question is,
for instance, a strike takes place, or
something else happens. ..

SHRI KALYAN ROY: Is strike the only
reason?

SHRI SHANTI BHUSHAN: There may be
various reasons, not merely the strike. The
question is, there may be various reasons
beyond the control of the management which
may create a difficulty for the management on
account of which it is not in a position to
comply with the requirements and return the
deposits. If it is in a position or it should be in
a position, then the hon. Members should take
it that the power will not be exercised,
because the section itself or the amendment
itself says: ". . . for avoiding hardship or for
any other just and sufficient reaon.." and if
the power is exercised for any extraneous
reason for which the power should not be
exercised, the courts of this country are there
because they will have the power to strike
down the order of the Government, to
interfere with the order of the Government if
it is shown that the power has been exercised
not for the purpose for which it should have
been exercised, but for extraneous
considerations. Therefore, the solution is a
pragmatic one, namely that whenever there is
a default in complying with the rigid
requirments, then it will have to be seen as to
what are the circumstances in which this
default has arisen and whether
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the default should be condoned at all. There
may be cases where there may he no question
of condoning the default; there may be cases
in which there may be just and sufficient
reasons or the hardship may be of such a
nature that it will be a proper case in Which
whatever may be the nature of the default,
either it should be condoned for a limited
period or some extension should be granted,
because after all. what is the main objective is
to find out the way to have these deposits
returned. If that is the position, then in that
case, I submit that the cases in which such a
provision will not be able to serve its purpose,
must not remain mixed up with the cases in
which the provision can serve the purpose.
Therefore, there should be a machinery in
which the facts of each case must be exa-
mined and proper orders passed.

SHRI K. V. RAGHUNATHA RED-DY
(Andhra Pradesh): Mr. Deputy Chairman, Sir,
as the hon. Minister mentioned, this is
apparently a very simple Bill and quite a
number of provisions contained in this Bill
are. indeed, non-controversial and I do not
propose to deal with them. But normally,
though I would not have liked to take the time
of the House in relation to a Bill of this
character. I thought I should draw the
attention of the House and of the hon.
Minister to some aspects which are relevant
to the provisions of this Bill.

Time was when the companies used to go
on merrily raising deposits, taking advantage
of some of the provisions made by the
Reserve Bank Itself. And the Reserve Bank's
provision was—normally, a compan3' should
not get more than 25 per cent of the paid-up
capital as the deposits; but they also made a
qualification at that time—that when a Direc
tor or the Managing Director could give
guarantee, sky was the limit. This advantage
was taken by several
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campanies in the country and tempting
interests were ottered and very gullible
depositors deposited their money with various
companies. | may mention to you, Sir, about
the orphans on whose behalf their guardians
deposited the money, the widows who were
left with some money of their husbands
deposited their money and also some retired
officers, including some retired I.C.S. officers
deposited their money with the companies
with the hope that they would be able to get a
very alluring or a very profitable interest. But
the result was, they could not recover even the
principal amount, let alone the interest which
they thought of getting. When (hose amounts
accumulated into several hundreds of crores
of rupees, some measure had to be taken at
that point of time and this legislation was
contemplated to deal with the then existing
malady. At that time at least, in the
Department of Company Affairs, the thinking
was that the concept of deposits itself must be
put an end to and this parallel banking system
adopted by the companies must be brought to
an end.

If the money is to be taken by the
companies, it is with the banks they should
deal and not with the private depositors who
are attracted by the offering of interest. I do
not want to mention the names of the
companies and embarrass anybody. But from
the South to the North, there are many
respectable names which have indulged in
very disrespectable practices as far as the
raising of the-deposits are concerned, to the
detriment of the depositors and, finally, the
depositors have lost their money and there is
no way of getting it back. That is why
stringent provisions had to be made and the
stipulation by the Reserve Bank of India was
merrily used by giving of guarantees by the
managing directors or directors at that point
of time. Many provisions had been made.
Well, the Law Minister knows that it is not
the law made by Parliament which is
important. The important thing
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[Shri K. V. Raghunatha Reddy]

is the zeal with which the law is im-
plemented. This will go quite a long way in
preventing score of the malpractices. It is not
mainly the law which is important. Law is
only an instrument. Ultimately, it is the hu-
man beings who are to implement the law
who matter, as tar as the question of
implementation of the law is concerned.

Now, Mr. Deputy Chairman, I raised this
only for this reason. I hope the Law Minister
has got very intimate knowledge about the
corporate sector. In regard to the corporate
sector, I would say that it is the banks which
should deal with them. Whenever banks give
loans, they examine the position of the
companies and the financial aspects of the
companies. Of course, the manner in which the
Reserve Bank of India had been certifying
some of the companies for the purpose of
giving loans does not inspire confidence even
in the Reserve Bank of India itself. But
notwithstanding that, at least, the banks have
got some machinery to look into the financial
aspects of the companies. Further, whenever
banks give loans they will insist on mortgage
or the shares being pledged with the banks.
Sometimes, transfer of ownership also takes
place subject to the condition that after the
payment of the money or the loan, the shares
would be re- turned back. These are some of
the safeguards which the banks can insist on.
But an ordinary depositor, notwithstanding all
the laws which we make, would not be able to
avail of these safeguards. This is the position
which I wanted to bring to your notice as well
as the notice of the hon. Law Minister.

Secondly, the Law Minister had stated that
a number of companies found it impossible
to comply with the provisions of this law. |
would be grateful to the hon. Law Minister if
he could come forward with a statement
giving the names of the
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companies which could not pay back the
deposits  they have taken. He could place on
the Table of the House a statement giving the
names of the companies so that we will be
able to examine whether these are spurious
companies and whether these difficulties are
true or pretentious or even political. The
Law Minister had stated that this provision
could not be implemented, that this provision
of law could not be implemented. Unfortun-
ately, even this provision had been diluted
from the original provision which had
been introduced as  part of the Bill. The
reason may be anything. But when the Law
Minister had stated that the non-implernenta-
tion of the provisions of  the law should
be taken into account. I would like to know
whether there are any political reasons for
the non-implementation of the provisions
of the law in regard to recovery of deposits it
may be for any period of time. It does not
matter. There are so many commissions of
inquiry going on. This also could be a very
interesting question for any commission of
inquiry to go into it and find out why this par-
ticular provision of law could not be
implemented effectively in regard to recovery
of deposits and why companies could not pay
back the deposits to the deposit-holders who
are orphans, who are widows and who are
retired officers of the Government I would like
the hon. Minister to consider this  aspect.
Now, Sir, I am making this point only for
this reason. The economic system—of course,
I do not agree with it—suffers from two
maladies. One is the parallel monetary system
and the other is the parallel banking system.
The parallel banking system is controlled by
the deposit-raisers,  the companies and the
parallel monetary system is also controlled by
the corporate sector by way of black
money or otherwise. In both these, the banks
are playing a very unfortunate ro”. It matters
little whether  they are  nationalised banks
or private banks. The banks are playing a
very unfortunate role. I would like to draw
your attention as
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we'll as the attention of the hon. Minister to an
editorial which appeared in the 'Business
Standard',  Calcutta, on the 1st December,
19717. 1, for a moment, will not be able to
guarantee the facts. Subject to the
verification of the facts by the Government,
this is what is stated here: "Mr. Satish
Agarwal's disclosure that Indian
commercial banks transact part of the huge
black money in circulation without entering
any of it in their books is sensational. The total
volume of  such ransacted money is
widely believed to be of the order of Rs.
20,000 crores. Hitherto it was believed that
this massive sum does not enter  the area
of legitimate financial transactions the
principal agency for which are the
commercial banks. Mr. Agarwal's
revelation, if if be actually so, takes the bottom
out of such a belief and makes the
commercial banks willing  accomplices of
the smugglers, black  marketeers  and
racketeers in foreign exchange, who are
generators, users and beneficiaries of black
money. From the brief observation of the
Union Minister of State for Finance, it is not
clear whether in his view both private
sector and public sector banks are equally
guilty. If Mr. Agarwal is convinced that
the nationalised banks cannot be given a
clean chit but are equally involved with the
private sector banks in the shady deals then
the Government itself becomes a  party to
these illegal transactions, albeit indirectly..."
This is the most unfortunate situation that has
been  brought to the notice of the public by
the editorial, obviously with reference to the
statement made by the Minister in charge of
Finance. I cannot for a moment guarantee the
facts. 1 cannot say whether the facts are true
or not. It is for the Government to verify
them. Rupees twenty thousand crores are
circulating in this country through different
channels and banks. I thought it is only Rs.
400 crores that have been raised as deposits,
and Rs. 10,000 crores which are circulating as
black money. Now,
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if it is Rs. 20,000 crores, then the entire
economic system of the country can come to
collapse on not a very distant  date. Now,
Sir, you will kindly understand that the
monetary system  of  India is closely
connected with the system of monetary opera-
tors at other places, and international monetary
operators  are trying to control the
economic operations throughtout the world
and the developing countries and, as such,
within a day, within 24  hours, if they so
choose today, if this is the situation, the entire
monetary system of India itself can come to
collapse, notwithstanding a combination of the
Congress, the Janata and all other political
parties together. This is the kind of economic
system we  have built today. I want to
draw the attention of the  Government  to
this  very seriously, because, if these facts
are correct, the consequences can be very
dangerous to this country. In this
context, if you view" the present Bill, it would
seen to be very simple in character. 1 would
strongly advise the Government to see
whether it would be possible to recover all the
deposits that have already been made by the
ordinary. poor taxpayers in the companies.
You can be rest assured that no  wealthy
man would have made any such deposits.
Only gullible persons might have been
tempted  to make these  deposits.
Others should be able to recover these
deposits. Let these companies go to banking
institutions, and if they are satisfied about
their creditability they would get loans.  The
way in which the banking system  also has
been functioning in recent years does not
inspire confidence about nationalised banks
also. I am a strong supporter of nationalised
banks. But as long as the character of the
State remains what it is, notwithstanding the
fact whether it is Congress or the Janata
Government, even nationalised institutions
can be misused for the purpose of private
benefit and for the purpose of destroying
the economic system itself. This is what
is being revealed now in public—the way
in
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which the Reserve Bank acted, the way in
which nationalised banks have given loans
and the way in which some companies have
functioned. I think if Mr. Shanti Bhushan
finds time and goes through the various
inspection reports on various companies in the
recent past, he would come across very
interesting stories about various companies
and nationalised banks. I do not want to men-
tion names and I think he would be properly
briefed by his own department. That is why,
Sir, I was a little frightened when Mr. Shanti
Bhushan brought this provision. I am very
sorry that a good man like Mr. Shanti
Bhushan has come forward with this
provision. I do hope that he will make a
proper analysis of the reasons for which the
companies, for whose benefit this provision is
now leing brought, could not pay the deposits.
We will be happy if he could supply us the list
of companies. Then only we will be able to
know which company is spurious, which
company has got any political leanings and
which company could not pay actually for
economic reasons and which company
belongs to a big business house or which
company does not belong to a big business
house—big business house not according to
the Monopolies and Restrictive Trade
Practices Act but according to the
classification of the Industrial Licensing
Policy and Enquiry Committee Report. Then
only we will be able to understand the inter-
connection between big business and
politics.

The rest of the provisions which my friend
has mentioned are very simple. I have not
much difference on them. But the point which
I would like to make may not arise directly
from the provisions of this Bill. I would like
to know from the Law Minister what action
has so far been taken by the Government with
regard to the contributions made to the
souyenirs, because a contribution
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can always be colourful. It appears to be an

advertisement; in fact, it may be a
contribution made to a political party.
One of the leading counsels of this

country had once given the advice that a
contribution made to the Forum for Free
Enterprise was not a  political donation.
We had to take a different view on this.
Similarly, notwithstanding any legal
opinion that  might have been given by the
eminent counsels of this country, 1 would
like the Law Minister  to construe
strictly and not merely having regard to the
intention with which the law has been
made, and in order to  prevent the nexus
between big  business and political life,
because it is the big business that has
corrupted  the  political life  and has
become a source of destruction of democratic
institutions. This aspect will have to be kept
in mind so that the political life in this country
can be decent and worth living and > one of

which one can feel proud. 1 remember
Abraham  Lincoln, just before his
assassination, had said: "The

corporations are rising. The Republic would
be destroyed". The corporations in India
have risen. I am afraid the Republic is being
destroyed. This must be prevented.  This is
the purpose for  which, whether it is the
Janata Government or the Congress or a
combination of all political parties, they must
try to save this system and save the
country and its political life from corruption
and see that the corporations do not destroy
the Republic. Thank you very much.

SHRI KALAYAN ROY: Sir, I entirely
agree with what the ex-Minister of Company
Affairs has just new stated. I also do not
understand why such a small piece of Bill has
been brought while the Minister could have
brought a comprehensive bill. In reply to a
question, Mr. Shanti Bhushan has said that the
proposal to revise the existing guidelines in
respect of ceilings on remuneration admissible
to managing whole-time
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directors/managers  of public  limited
companies and private  companies which
are subsidiary of public limited companies is
under the consideration of the Government.
For people getting Rs. 10,000, Rs. 20,000,
Government is  preparing guidelines and
guidelines.  There isno hurry to bring
that particular bill. ~But they are in
extreme hurry to bring this particular bill.
The bill looks very innocent. But in my
opinion, it seems that the sinister, diabolical
nature of the Bill is, perhaps, inspired not by
Mr. Shanti ~ Bhushan but by Mr. Ram Nath
Goenka, who is collecting crores of rupees as
deposits but has been systematically failing
to pay a single penny, and perhaps for the
orphans —about whom my  friend just now
mentioned—and the widows, the deposits have
gone but more deposits may now. after the
Bill is passed, go to the coffers of the Janata
Government which has to face a mini-election
very soon. Sir, hundreds of companies
have collected deposits which is admissible
and they have been systematically refusing to
pay. The question was asked by the  then
hon'ble Members, who now belong to
the Janata Party, as to why the Government
was not  taking stern action when it is
outright misappropriation and outright
cheating. The Government assured, 1
believe, that something would be done. But
by April 1975 they will have to pay back the
deposits and it was laid down that a ceiling
should be put on the total deposit.

Sir, I entirely agree with the ex-Minister
that the Bill was there, the laws were there,
the clauses were there but there was no
political will. Mr. Shanti Bhushan has stated
in the House—I quote:

"During the experience of two and a half
years, it had been found that such a
stringent provision which had the sanction
of criminal law had not succeeded in
achieving its object. It had not succeeded
in
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compelling the
these deposits."

companies to pay for all

What did the previous Government do and
what did you do? I want to enquire. Why did
they not utilise the penal provisions? Where is
the will? The previous Government did not
have the will and they compromised with
these big corporations who were accepting the
deposits of the poor people. The present
government today is exactly following in the
same footsteps, compromising with the mis-
appropriators, defaulters instead of coming to
the protection of orphans and widows. They
are following the same policy.

Sir, this is a most dangerous and sinister
step; he is acquiring sweeping, arbitrary
powers. You know the entire shady character
of the bureaucracy which is in league, not
all ofthem,  with big business, by  and
large, as the ex-Minister pointed out it is
being corrupted. You are opening the
floodgates of corruption. I have been
shouting  about this for such a long time that
your Company Law Affairs Department
today, unfortunately, isan  extension of the
Indian Chamber of Commerce, which is
heavily tilted towards the other big business
houses. I would quote one or two
instances which has been replied by Mr.
Shanti Bhushan here. One is the
financial ~ manipulation, misappropriation of
provident fund and other things by the Bata
Shoe Co. When we shouted for the last five
years, then the Company Law Affairs
Department woke up and framed 12
complaints under section 420 of the
Companies Act against the Directors and
Secretaries of other shoe companies in
Calcutta. While replying to a  question Mr.
Shanti Bhushan replied:

"Instructions were given to the Central
Government Counsel to explain the
unintentional delay in launching the
prosecution and establishing absence of
negligence in launching the prosecutions
under section 420 of the Companies
Act
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and also for proving that there was
reasonable cause for obtaining the
condonation of delay."

Sir, the ghost of delay lies in the Department
of Company Law Affairs which is in league
with the big business. They are not at all
eager to frame any cases at all. And when
you frame cases, naturally, they become
time-barred.

With regard to B. N. Elias and Co. it was
also said by Mr, Shanti Bhushan:

"In compliance of section 292 (1) (c) &
(d); 143, 314 and 211 read with Schedule
VI of the Companies Act, 1956."

'Apprehension of under-valua-tion of
the properties sold" and

"transfer of certain shares"

And what was the action taken by Mr.
Shanti Bhushan? His reply was:

"After reviewing the whole matter the
company has been warned to be more
careful in future."

we are dealing with one of the giants of this
country, Messrs, Duncan Brothers, and they
have been warned for violation. This is how
the Department of Company Law Affairs is
behaving and you are giving them all the
more powers. You are giving them rights to
give exemption, all these crooks who are
ruling over the company affairs who are in
league with the big business.

3.00 .M.

Again, on the question of investigation into
the affairs of the Birla Jute Manufacturing
Company and Indian Linoleums Limited, I
asked: What is the progress of investigations
which started in 1967?, What specific action
has been taken against these
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companies and others found guilty of
irregularities and what are the details thereof?
The reply given by Mr. Shanti Bhushan was:
The reports are still under examination. That
was the reply given to me on 20th November:
Let them deal with the House of Birlas about
which Mr. George Fer-nandes was very
eloquent today. I congratulate him but, at the
same time, I say, Mr. Fernandes, your Ca-
binet is not different from the other Cabinet
and, therefore, they are not taking care of the
Birlas. You could have hastened it and you
could have come with the report. You have
taken powers in March and now it is Decern
ber. In eight months you could not go through
the reports and give a definite finding. No,
you cannot, because you are tied up and
patched up with the House of Birlas.

Sir, about investigation into what the ex-
Minister has pointed out, if he would go into
the various investigation reports, a revealing
fact would come to light. Whatever facts have
been placed before us are not enough. On 28th
November, 1977. with regard to Rayala
Corporation into which investigation under
section 237 (b) of the Companies Act, 1956,
had been ordered on 5-4-1968, the reply given
was that "Investigation is now in progress.
One additional Inspector has been appointed
on 24-8-1977 so that the investigation is
completed expeditiously". Sir. there is a sense
of humour here. About the investigation
which was undertaken in 1968. now they say
that an additional Inspector has been
appointed to finish the inquiry expeditiously.

With regard to the Sundarsan Trading
Company, an investigation was ordered in
1974. And what happened? The Counsel was
instructed by the Department not to proceed
with the investigation till then. The petition is
pending. About Ashoka Cement Ltd., "steps
have been taken to defend the case" which
was started in 1974. About Hindustan
Development  Corporation  Ltd.;  "The
Company
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filed a writ petition before the Calcutta High
Court against the orders of investigation and
obtained injunction. Steps have been taken to
defend the case." About Machino Techno
(Sales) Ltd. about which inspection under
section 209(4) now" 209 (A) of the companies
Act, 1956 has been ordered, the "Inspection is
in progress and the inspection report is
awaited." With regard to Shalimar Works
Ltd., Mr. Shanti Bhushan replied to me that
with regard to H. D. Mundhra, V. K.
Mundhra, K. M. Tapu-ria, I. D. Dag and
Ranjit Kumar Chat-terjee and others, who
were committing gross fraud, in one case the
trial has been stayed by an order of the
Calcutta High Court and in the second case
charges have not yet been framed and the
accused persons were evading appearance
before the Court. Mr. Shanti Bhushan cannot
find Mr, Haridas Mundhra and other
Mundhras because neither his Department has
the will nor he has the will to go after the
culprits who are today responsible for this
scandalous situation where hundreds and
thousands of crores of rupees are not being
paid back to the people who were lured to
invest on the basis that they would got higher
interest. Sir, I car go on like this. In the Kines-
tbn Jute Mills, in the National Rolling and
Steel Ropes Ltd., everywhere, you will find
that the investigation is in progress, the
Inspector's report is awaited, Inspectors have
been given further time and an additional
Inspector has been appointed but the report is
never placed on the Table of the House; the
investigation is never completed and the law-
yers of the Government collude with the
lawyers of the corporate sector and delay the
matter. It is obvious. Crores of rupees have
been pocketed by the Government lawyers
openly in collusion with people whom they
are supposed to prosecute. So, this is the
position of the Department of Company
Affairs.

Sir, I have given instances galore; so I do
not want to give any more instance. He talked
about strikes and
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other things. But, has he ever cared to go
through the reports of the Reserve Bank or
any other independent inquiry committee's
report? 1 am just giving one extract, an
analysis of a survey which was conducted to
find out the reasons of sickness of the textile
mills. Sir, this analysis is entitled "Economics
of textile trade and industry". As a result of
long investigations by Mr. H. A. R. Aiyar,
Head of the Market Research and Manage-
ment Studies at the Art Silkk Mills'
Association, Bombay, it said clearly that the
main reasons are not related to lack of
finances—particularly working fund—as is
often claimed by the sick mills, but diversicu
of funds by under-invoicing and going in for
the industries not related to textiles Kid bad
management leading to exploitation of the
financial resources of the units in other ways.
According to the survey, these were the main
compelling reasons for sickness of the textile
mills. Sir, T have quoted from the survey
report about the textile mills. Now take the
jute mills. These people have taken away
money worth crores of rupees. This
Government has appointed a Wage
Committee under the Chairmanship of Mr.
Boothalin-. gam—and Mr. Boothalingam is
the Chairman of the Mollins International
Company and that company has also not paid
the depositors. This is the scandalous situation
I am pointing out. So, sickness is not
spontaneous. As surveys after surveys have
proved beyond doubt, sickness is the result of
bad management, siphoning off of funds,
misappropriation and all other kinds of
economic offences. And, for that you, are
going to reward them! When there was the
Nationalisation Bill, I always used to find the
Swatantra Party Members, the BLD Members,
the Jana Sangh Members remarking; "You are
not giving proper compensation. The
compensation is not adequate". Now, what
about the orphans, what about the widows,
what about the old, infirm people who have
invested in the shares? So you have to give
more compensation. But, here, there are no
tears for the widows' there are no tears for
the orphans.
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You are rewarding those who have failed to
pay and punishing those who are paying. The
net result is this.

Sir, in relation to this, I have to
bring out another matter. The Gov
ernment, after a long time, started
cost audit system. In reply to the
question "What was the finding of the
cost auditing of big factories and
mills?", Mr. Shanti Bhushan said—
and 1 am quoting from his reply
which was given to us on the 28th
November—"The result of cost audit
ing broadly is under-utilization of
capacity in some cases, and impact
thereof on costs, and high profitability
in some cases". So, Sir, on the 12th
November, [ tabled another question;
'Mr. Shanti Bhushan, please tell wus
the names, and details, of the indus
trial units which have shown high
profits and under-utilisation of capa
city. And, what was the reply of Mr.
Shanti  Bhushan, now  championing
for Janata? His reply is a document
which will be placed in the House la
ter. It is a shameful document.
As a matter of fact, I did not expect
it from Mr. Shanti Bhushan. The
reply is this—and I am quoting: "The
cost auditing showing profitability
and under utilisation of capacity of
companies is of a confidential nature,
revelation of  which may  adverse
ly affect the competition in the trade".
The companies will be allowed to
make exorbitant profits, the compa
nies will be allowed to under-rate
their capacity, in order to create scar
city and in order to create profits. It
is in the hands of Mr. Shanti Bhu
shan. It is in the hands of private
companies. But they cannot give the
names to the Lok Sabha or the Rajya
Sabha, not because it is not in the
public interest, but because, as he
said, it will affect the 'competition in
the trade'. What more do  you
want to show that this Government is the
Government of traders and big monopolists?
The other Government was no better. As I
said it again and again, this Government is
not better
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than the other. They were protecting the
monopolists and big business houses and they
were colluding with one Goeuka, but you are
colluding with all the Goenkas. That is the
only difference; there is no other difference.
Eight months have passed. 1 am not in a
hurry. If you could not revise the guidelines
in respect of ceilings on remuneration of the
Managing Directors and if you want more
time for that, what was the hurry to give pro-
lection to R. N. Goenka, Bird and Heil-gers
etc who are refusing to pay to the depositors?
As the election is coming, the depositors may
not be paid, but the Janata fund should be
bag-full. That is the intention. It is clear. Why
did they sabotage the Barker Commission? It
is because they took money from the Birlas.
And you are doing the same thing. What is
the role of the MRTPC about which he says
he is considering. Whenever the MRTPC
case or the fixation of remuneration comes he
says that he is considering. But whenever the
managements are in genuine difficulty, for
which his heart bleeds, he immediately comes
without even giving proper notice as has been
mentioned by others. I am reading from the
"Economic Times" of December 14:

"Not a single case relating to monopoly
has been referred to the Monopolies and
Restrictive Trade Practices Commission by
the Union Government in the last one year.
Besides, top posts in the Commission have
been lying vacant since August, 1976.

"With only some Member functioning
for the last 16 months and in the absence of
monopoly cases since last year, the
Commission has been devoting attention to
cases re-lating to restrictive trade practices
only."

I know these people, everybody knows that
they have been expose and they have thrown
them into dust-bins. They could not fill up
these posts for the past eight months. They
could not refer a single monopoly case



213 Companies

to the MRTPC. Can Mr. Shanti Bhu-shan
quote one case having been, referred to the
MRTPC since he became the Minister of Co.
Affairs? No, he cannot do that.

Before 1 take my seat, I say, Mr. Shanti
Bhushan, that your Bill looks very small, very
innocent, but I must say that it is a pernicious,
sinister and diabolical Bill which is going to
help the most unscrupulous corporate .sectors
to rob the people, to plunder the people and
you are abetting the plunder.

SHRI U. K. LAKSHMANA GOWDA:
Deputy Chairman, Sir, I am going to be quite
brief. Initiating the discussion my hon. friend,
Shri Raghunatha Red-dy, made a very
thought-provoking speech. It is really very
interesting that he came out with many things
which probably, but for the speech today, we
would not have known. Having been in the
Council of Ministers at that time, he was in the
know of many of these things which were
happening. Asking why this amendment, that
is the amendment to section 58A of the
Companies Act, was brought in, he himself
said that it was brought in because of the
malpractices which his earnest effort to see
that there was a limitation on these deposits
which were being received by the companies
and that there are prompt arrangements or
paying them back. That is why this
amendment was brought in.

So far. so good. But, what happened later
on? The penal provision was there and
everything was there. My friend, Mr. Kalyan
Roy—he has gone out—was breathing fire
here. Nothing happened from the time the Bill
was passed in 1975 till now. I think it related
to the deposits made before 1974. So. what
was the purpose of those penal provisions
then? So nothing has happened. It was very
revealing when Mr. Kalyan Roy read out
those figures of deposits and so many other
things, and when my friend Mr. Raghunatha
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Reddy wanted the details of the names ox
persons who did not return the deposits and
the reasons for the same to be laid on the
Table of the House. 1 would also very much
like to see that, so that we can find out what
were the reasons at that time, whether they
were economic or they were political or
otherwie. I am glad my friend, Mr.
Raghunatha Reddy is with the on that
particular point.

Sir, when that had happened, suppose this
amendment had not been brought, what
would have been th+ position? Would the
present Goversi-ment be in a position to
enforce those penal provisions for recovery of
those deposits? I doubt it very much. A
lot of difficulties would have arise:..
People would have gone to court pleading their
difficulties. So this amendment has been
brought to see that an effort is made to see
that the companies are made to pay back, if
notin a lump-sum. in instalments wherever
it is possible. 1 got the clarifice-tion from him
that in each individual case where the deposits
were collected prior to 1974 beyond the
limitations which came into existence later,
it would be paid back. Sir, as he has
explained, even in the earlier Act there was a
provision for complete exemption. Either
you completely exempt or you go to the
court.  For the last two-and-a-half years, in
spite  of the Emergency and  strict
implementation of the Act, they were not in a
position to go into it. So, what would have
happened? 1 am here prepared to appreciate
the amendment brought in by Mr. Shanti
Bhushan to provide for investigation into this
provision by the Government and also by
The Reserve Bank and see that these people
pay back the deposits at least in
instalments. There might be rare cases
of complete exemption. 1 do not want to
go into that. But I would, however, like to take
this opportunity to caution the Government that
there-must be a very strict scrutiny into
these things. Otherwise, as Mr. Kalyan
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Roy has explained, there are possibilities of
this provision being misused and advantage
being taken to see that these repayments are
dragged on for years and years. That will
defeat the purpose even of the earlier section
End also of the amendment which my hon.
friend has brought in here. Sir, with these
words of caution. I support the provision
which has been brought in. And let me see
how it is going 10 be enforced and
implemented. The particular reference to
implementation by my friend, Mr.
Raghunatha Reddy is very thought-
provoking, that is, you can make laws but the
result depends on how it is implemented.

So far as section 220 is concerned. the
amendment is very welcome because many of
the companies try to out off their annual
general meeting so that they may get an
opportunity to delay the placing of the profit
and loss account and other things before the
shareholders. I welcome and support the other
provisions as well. Sir, in between Mr.
Raghunatha Reddy made some mention about
section 293A regarding donations to political
parties. Sir, even at that time when the 3ill
relating to donations to political parties was
discussed and approved, I was opposed to it
on the ground that at least if there is a
provision in the Act for making a certain
amount of .donation, you would know it and
you would get it in black and white. You
would be entitled to know it. Now what
happens? In their great enthusiasm, they said
that donations to political parties would be
banned. And on paper it was banned. Then
what happened? Every political party started
collecting money and whichever was the
ruling party at that time had a greater
advantage. Where did the money come from?
From the Industrialists and business people.
They were at the mercy of the people who
were ruling. They had to pay and they paid.
This generated black money. Now we all say
that black money has been generated all over
the
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country. The Minister of State for Finance,
Mr. Satish Agarwal, quoted a hgure of Rs.
20,000 crores of black money circulating in
the country and creating a parallel economy.
Have we not been a party to encouraging the
generation of black money by these changes?
Political parties have been paid donations by
companies all along. You knew it. Companies
paid to all parties. You knew it. The whole
thing went underground. Then what happened
much later? Donations came. What was the
difficulty? I would like to say a word for the
people who paid this thing. Mr. Raghunatha
Reddy wanted to know what action
Government took and what has been done to
those people, should we not consider their
difficulty? Now suggestions are made;
pressure is applied for collecting money for
advertisements to souvenirs, to whatever
political party it was. If it was the ruling party,
then the pressure was much greater. Then
what happened? The Income-Tax Department
through a circular justified that this could be
considered as advertisement. Then there were
other pressures; other incentives. People paid
the money; money has been collected. Now
the present Government is making inquiries
and finding out how and how much was
given. They say they have found that so much
has been collected. What are we going to do
about it? Legal advice has been taken. The
companies did not pay straightway. They took
legal advice. What was the legal advice? The
legal advice was that under this section and
also as enforced by the circular which the
Income-Tax Department issued, it was
considered quite legitimate, it was
legitimately considered as an advertisement. |
want to know what my friend who was in the
Council of Ministers at that time was doing
when this was done and when money was col-
lected through advertisements. Whether you
interpret it as for political purposes or not, this
thing happened. Whether it was the ruling
party or the other parties, they wanted to col-
lect money and they collected. Therefore,
this cannot be banned just by
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introducing this section; political donations
cannot be banned just like this. That is why, I
say make it open for companies to pay
legitimately tor political purposes, to political
parties. Let it be on their books so that we
know which political party has collected and
how much; otherwise, we will only be
encouraging this malpractice; subterfuges
will continue

SHRI KALI MUKHERIJEE (West Bengal):
How do you ensure that they will not resort to
subterfuges even then? They will have both.

SHRI U. K. LAKSHMANA GOWDA:
They might. Now what is happening is for all
book purposes political donations are banned.
Therefore, they are adopting subterfuge
methods. They do not pay the money directly.
The political parties print souvenirs and
companies contribute by way of adver-
tisements. That is, they print souvenirs for the
political parties. They say, you can make a
contribution of, say, Rs. 2000/- and you can
have some 5)0 souvenirs and you pay Rs.
1,80,000/-and have so many or you pay Rs.
10,000/- and have so many souvenirs. Who is
going to question it? What is 1;he good of
harassing those people .now? You have to
tackle it at the .base. This is a matter which I
would like the present Government to
.consider and see that they do not encourage
such malpractice, not by trying to get some
kudos saying that they have banned donations
to political parties. Sir, I have nothing more to
say on that. I would also request my
honourable friend to see that proper
implementation is done so far as amendment
of Section 58A is concerned.  Sir, I support
the Bill.

SHRIMATI SUSHILA SHANKAR
ADIVAREKAR: Mr. Deputy Chairman, the
honourable Minister has very correctly said
when moving the Companies (Amendment)
Bill, 1977, that even after the comprehensive
amendments made in 1974, there is need even
today to review the entire Com-
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panies Act along with the sister legi.;-lalion,
the Monopolies and Restrictive Trade
Practices Act, 1969.

[The Vxce-Chairman (Shri U. K.
Lakshmana Gowda) in the Chair]

The Central Government has already
appointed a committee to go into the details of
this legislation and I feel that most Members
at least on this side of the House would have
welcomed a comprehensive Bill to up-to-date
the Companies Act after the submission of the
report of this newly-appointed committee. We
fail to understand the hurry about it. Now at
least we expect from the honourable Minister
that he will give us a FinaU. assurance that
the report of the Sa-char Committee will be
time-bourui; not that the Coinmittee will
submit its report in a few months, because a
few months may mean a few years, it does not
mean anything. So a small assurance should
be given by the honourable Minister that a set
date will be given by which date the Sachar
Committee should submit its report Also the
Government should give an assurance as to
how long they will take to bring a
comprehensive Bill in this House after the
submission of the report by the Sachar
Committee. That sort of a little assurance will
expedite the matter.

Sir, some of the provisions of Bill are quite
welcome, for instance, the provision raising
the ceiling of the amount from Rs. 25,000/- to
Rs. 50,000/- for the purpose of contribu-tion
to charitable purposes by large companies.
But, Sir, the contribution should be for
genuine, charitable purposes. We know that
there are number of cases where certain
industrialists transfer the funds in the name of
charities to their own family institutions and
thus expand their business in new forms. So,
it is very necessaily that the Company Law
Board should compile a list of all company
donations made under this provision by
private or public limited companies and pub-
lish it from time to time so that the people
know about it.
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Sir, T would like to mention one more
example. In Bombay there is ft law passed by
the State Government saying that the accounts
of all the trusts and registered societies will be
centrally  audited by  the  Charity
Commissioner of the State Government. To
circumvent that order, a number of Bombay
businessmen are registering their trusts and
societies in Union Territories and such other
places where this law is not applicable. To
ofte an example, the Tata Energy Research
Institute, which has set aside about Rs. 3 to 4
crores for charitable purposes has got an
office in Bombay from where they run the
business. But they have a registered office
here in Delhi which is a Union Territory. This
is done only for the purpose of Circumventing
the law. I only want to bring to the notice of
the hon. Minister that this type of circumven-
tion of the law should not be permitted and so
it is very necessary that we have a uniform
legislation in this direction so that such
circumvention of the law is not possible.

Regarding section 58A, I would not like to
elaborate on this amendment as Shri
Raghunatha Reddy has just given the details
about it in a very rice and elaborate way. This
should act as an eye-opener. Also one of cur
colleagues in the other House, Shri Bedabrata
Barua, made a mention £.bout it. He warned
the Government that this amendment will
only give enormous amount of discretionary
powers which are proposed to be taken by the
Government. The exercise of discretionary
power is itself a very delicate and dangerous
issue because it is a double-edged weapon.
Therefore | would request the hon. Minister to
please consider the proposal of his.

As regards Government companies. I
particularly welcome clause 7 of the present
Bill seeking to amend section 620 of the
original Act. This will, no
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doubt, help public sector companies and 1
think this one amendment was ether
document required by law to that the
management and  Secretaries of  the
Government companies are suffering from
carlier amendments converting a number of
Government owned companies into public
companies just because of the turnover
quantum. In most of the Central Government
companies, the President of India is the only
shareholder and still the management of these
companies has to undergo the same rigorous
drill as the public limited companies have to
undergo. We all agree that it is quite necessary
and it is quite desirable also that the
Government companies should not be given
blanket exemptions from all statutory
provisions as it is equally necessary that like
others they also should learn in certain ways
the rigours of discipline. But I would like to
place before the hon. Minister a small
suggestion for him to consider and consider
seriously, namely, whether it is desirable to
have a separate statute for the management of
the Government companies. Of course, Sir,
while saying so, I know, and I am completely-
aware of the fact, that there are extreme
opinions which have been expressed like that
of the former Comptroller and Auditor-
General of India. Mr. A. K. Chanda, that the
Indian Government companies are a fraud on
the Constitution of the Republic of India. But
in spite of that, I still feel that this suggestion
of having separate legislation for the
Government companies has some strength
behind it and, so, Sir, I leave it to the learned
honourable Law Minister to give thought to it.
There are a number of instances where many a
time foreign and local competitors to our
public sector companies are getting their
business  secrets through parliamentary
channels. I will not go more into it. But I
would like to appeal to the honourable
Minister that such Government companies
should be given some protection.

Now, Sir, I would like to draw the
attention of the honourable Minister



221 Companies

to one more fact and it is the unfortunate
neglect of the MRTP Commission. Shri
Kalyan Roy also, Sir, just now, read out
something from the "Economic Times" about
the MRTP Commission, which has published
a small report by a staff reporter. I would like
to read out just one small paragraph from that:

"Not a single case relating to monopoly
has been referred to the Monopolies and
Restrictive Trade Practices Commission by
the Union Government during the last one
year. Besides, top posts in the Commission
have been lying vacant since August 1976."

"So far as top posts in the' Commission
are concerned, Justice J. L. Nain had
relinquished charge as Chairman on August
8, 1976, after the expiry of his three-year
term. One of its members, Dr. H. K. Pa-
ranjpe, had resigned in August last year to
take up a UN assignment. The
Commission's Secretary, Mr. T. N. Pandey,
had gone back to his parent department, the
Income-Tax Department, after completing
his term on July 1, 1976. Although a
considerable time has elapsed, the
Government has yet to fill up these top
posts. The only Member left with the
Commission, Mr. H. M. Jhala, has been
holding the fort since then. According to
reliable sources, the Government may fitl
up top posts in the Commission only after
receiving the report of the Sachar
Committee' on the revision of the
Companies Act and the MRTP Act...."

which, Sir, the honourable Minister has
mentioned will take some few months and
now we are wondering how long it will take
before these top posts are going to be filled
and for how long they are going to be kept
vacant.

[ 15 DEC. 1977 ]

(Amdt.) Bill, 1977 222

There is another thing that the honourable
Minister has mentioned in one' of his public
utterances, while he was delivering the Shri
Ram Memorial Lecture. He said that the
MKTP Act was being revised to make it more
effective, to make it a more effective
instrument, for bringing about the widest
possible dispersal of economic ownership. I
do not know-how he would like to make the
MRTP Act more effective by keeping all the
top posts vacant and by having only one man
there temporarily holding the fort. Sir, these
are some of the things that I would like to
place before the Minister and I hope he will
find answers to them. It seems that, whatever
the Janata Government may be saying in
public, it wants to go slow in practice in the
anti-monopoly measures and it wants just to
allow them to or help them exDand their
spider's web rather than bring about social
accountability. For this, Sir, I will give only
one example. It is said that the Commission
was investigating the Directorate-initiated
inquiries against the cartel of big newspapers.
Now I understand that because of pressures,
this investigation has been stopped. I would
like to ask the honourable Minister whether
there is any truth in this and, if there is any
truth in it, if there is even an iota of truth in it.
I would like to ask: Is it fair to do such a
thing? Is it fair to close the chapter? Or. Sir, it
should have been done in the public interest.
If this is the way the MRTP Commission is
going to function, I wonder how much
usefulness there will be or how much useful
the Commission is going to prove.

Before 1 conclude, Sir, I would like to
me'ntion one more point for the consideration
of the honourable Minister. It is this that he
should see to the interests of the Small
shareholders also. Many honourable Members
mentioned about widows, about orphans and
about pensioners. I would like to stress on
this point that the Govern-
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ment and the Company Law Administration
should actively provide some kind of
protection and relief to these small
shareholders and small depo-si.ors. I hope
that the Minister will definitely look into this
matter which is really a humanitarian issue.

With these words, Sir, I once again appeal
to the honourable Minister to put an end to
the plight of the small shareholders and the
small depositors. Thank you, Sir.

SHRI S. W. DHABE: Mr. Vice-Chairman,
Sir, though the Law Minister has stated that
this is a very innocent and innocuous Bill, at
least some portion of the Bill is not innocuous
at all. It has got political overtones. Before I
speak on that part of amendment of section
S8A, T will like to bring a small matter to the
notice of the Minister. Section 58A of the
Companies Act has not been quoted in the
annexure when the Bill was introduced in Lok
Sabha. The practice is that whenever any
section is amended, that relevant section is
given along with the memorandum so that we
could read and understand the implications. I
do not know whether it is a deliberate
omission. Otherwise, section 58A with which
we are dealing now should have been given in
the annexure to the Bill. I hope the Minister
will instruct the office and the drafting com-
mittee of the Bill that such things are not
repeated. We have to see in the amending Bill
the original provision in the main Companies
Act.

Before I speak on the relevant section 58A,
I will like to point out one or 'wo things about
section 220. Section 220 has been amended by
clause 5 to (make it obligatory on the
company to supply a copy to the Registrar
within 30 days from the latest day on or
before which that meeting should have been
held. In this connection, I would like to quote
section 219 of the Act which is very
important:

"A copy of every balance sheet
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(including the profit and loss account, the
auditors' report and every other document
required" by law to be annexed or attached,
as the case may be to the balance sheet)
which is to be laid before a company in
general meeting shall, not less than twenty-
one days before the date of the meeting, be
sent to every member of the company, to
every holder of debentures issued by the
company (not being debentures which ex
facie are payable to the bearer thereof), to
every trustee for the holders of any
debentures issued by the company, whether
such member, holder or trustee is or is not
entitled to have noticed of general
meetings."

Sir, when section 220 is being amended, it
should have been provided in section 219 also
that a copy should be sent to shareholders and
the persons who are mentioned in section 219
so that they can raise the objection, if they
like. It is said that the Government has got a
very soft corner for the common man. Here
we are concerned with the shareholders. If
internal democracy of a company is to be
maintained, the person to whom it should go
should have been the shareholder. I hope the
Law Minister will consider this aspect and
issue an administrative order that when a copy
is given to the Registrar, the company should
also supply a copy to the shareholders and the
persons mentioned in section 219.

Now section 293 is sought to be amended to
make it Rs. 50,000 from Rs. 25.000 and it is
stated that it is for laudable purposes—welfare
of the labour and other charitable purposes. I
for one would have liked the limit to go even
beyond Rs. 50..000, to Rs. 1 lakh, but our
experience shows these trusts, in the name of
charitable purposes, are giving benefits to the
directors or their families. The law provides
for contribution of Rs. 25,000 or 5 per cent of
net profits to charitable and other funds. Now
if they have something like Rs. 2 lakhs, they
can give Rs. 50,000 to the
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trust. And as just now said by the previous
speaker—Ilet the Law Minister make an enquiry
into the trusts— these trusts are personal
properties. Instead of giving benefits to  the
staff, whenever they cannot take out any
profit from the company, indirectly, they
are  using the trusts, public trusts and
private trusts, for the purposes of giving money
and benefits to the  directors  or their
families.  Sir, "the experience about these
trusts is very bad in our country. I do not
know whether he has made any enquiry in this
matter as to what the' position of these public
trusts is, how much is spent for staff welfare
and other charitable = purposes  and how
much is given for other purposes. Sir, a time
has come to stop this. Sir,' 293A is a clause
about political donations. 1 agree with what
you were speaking as a speaker. Our
political life should be clean The main diffi-
culty in this respect has been the financial
resources of political parties. A statement has
been made by  the Law Minister outside this
House that they are going to amend the
Representation of Peoples Act. Election
expense is one of the very important items in
that respect. Everybody  knows that the
election expense limit provided under the
law is not sufficient to fight the elections. It
does not touch the fringe of election
expenses. Therefore, it is very necessary that a
major portion of the election expenses should
be borne by the Government. ~ You can make
an amendment in the Representation of the
Peoples Act in this connection. The political
parties should be required to keep the accounts
and they should be under statutory  obligation
to submit the accounts so that the public may
know what amount is spent on elections.
Therefore, it is necessary to see that our
Political life becomes cleaner.

Lastly, I would speak about Section 58A.
It has been often said that law is the
instrument of social change. It is often said
that law is meant for the common man. If
there is any loophole in the provisions of the
law, then the
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authorities concerned are bound abuse it.
This is the position in : I am opposed to it
for the reason Section 58A has got
political totones. Section 58A gives the
pow to the Central Government or to the
officers and agencies whatever to want.
It is not stated who the off would be. The
Central Government given the power. I
think it must been their  experience
while colli ing funds for the last Assembly
el tions when the managements of so
companies might have protested able this
provision. Now, this exempt clause has
come on the eve of elections in four States
for the sim reason that it would enable
them take money from the companies. Oth
wise, Section 58A, has no purposewill
read out to you and you v agree that
this is the position. It sa hat scrutiny
must be made. Where he scope for
scrutiny? Section Swas the result of the
recommendati of a Joint Committee. It was
a una mous recommendation of the Coi
mittee saying that there was abuse deposits
by the companies and str action should be
taken. Sir, Section 58A(4) is a very
stringent provisic That was brought in
subsequently are it was stated that where
any depos is accepted by a company after
the commencement of the Compani
(Amendment) Act, 1974. it has to deposited
within 30 days or with: such further
time not exceeding ; days, as the Central
Government ma allow. But the mandatory
provisic comes in Section 58A  (6) (b)
which states that every officer of the compan
ny who is in default shall be punisl able
with imprisonment for a ten which may
extend to five years an shall also be liable to
fine. If the ma has to go to jail for five
years, will certainly like to comply. But the
same person can now get exemption By this
provision we know what I happening in
the matter of licence: A large amount of
corruption it going to breed in this
country and large houses and monopoly
houses will use it to bribe the political
parties and their leaders. And they will give
fund
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,when the donations are banned under section
293A. This loophole is there and purposefully
it has been done in November, 1977 because
the elections are round the corner.

Sir, in this clause S58A, three things are
provided. "Grant extension of time to a
company or class of companies, or exempt any
company or class of companies from, all or any
of the provisions of this section either
generally or for any specified period." Sir,
what more power is required? Elasticity is so
great, the power that has been given is so
untrammelled that there are no guidelines. It is
also bad for the purposes of delegated
legislation. There are no guidelines. The only
guideline is "any hardship or for any other just
and sufficient reason." Sir, the Law Minister
dealing with tile law knows this because he has
used the word 'reason'. The courts like the
Supreme Court or a High Court or a civil court
got powers and they can condone the'
limitation period for any just and sufficient
cause. But here this power is given to condone
the offences. It is very strange. Here he is
sitting like a judicial officer with the powers to
exempt and the case goes fut. Therefore, it will
have very bad repercussions if it is followed in
other laws. It will mean that persons who have
committed offences can also be exempted by a
provision and by the executive authority.
Therefore, Sir, I consider this giving of power,
untrammelled power to the Government is an
abuse of the process of the law. Today, when
we are thinking, when we are saying that we
want the rule of law, when we are saying lhat
the executive should not be given such powers,
when we want a regulation by Parliament, any
exemption to be given to individual companies
is bad and I object to this. As far as the class of
companies is concerned, something could have
been said. But, here this exemption is a blanket
exemption— untrammelled powers are given
and
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it is bound to be misused. Sir, I oppose this
proviso to section 58 for this reason that this
is not an innocuous provision. Neither the
Study Group report of which he has just
mentioned has been placed before us nor do
we know what was the recommendation made
therein.

Lastly, Sir, I would like to say thai this
occasion should have been used for giving
rebel to the people. Why was this amendment
made to section 58A? There was a rival
banking system run by the companies or
corporations on false claims. They used to
receive deposits and say that we shall pay 18
per cent or 20 per cent interest, much higher
than the bank rates. And that was the
allurement for the people to deposit their
moneys. And many people, orphans and
widows and pensioners and working class
people who give" their money on the bona fide
belief that they will get larger interest and
benefit have been defrauded by these
companies or others. Therefore, some limit
should have been there for at least the limited
companies. And rules should have been made
in that respect. This system of giving deposits
to the private companies may help them but
there must be a guarantee by the Reserve 3ank
or some other guarantee by the Government
that the depositors' money will be refunded to
them and that their money will be secure. If
there is no such guarantee and the companies
or corporations are allowed to use the deposits,
I may say that we are playing into their hands,
and for that purpose nothing has been said here
except that the Government is given powers to
exempt and thus it has become a party to
corruption under section 58A.

With these words, Sir, I conclude.

11 ANTYS T 9HTE AR
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THE VICE CHAIRMAN (SHRI U. K.
LAKSHMANA GOWDA) : You can take
two minutes more. Because you started
discussing some other .subject, you forgot
about the Bill.

=1 ANYAT GAR W@ T A5
w1 I 7 AT gf, dar A A aw
mr B 37 warEr Swww # oo,
g ¥ miEmw ZIT—-wYE R AT
femedz @ ot wré aeiere adr
a7 | ¥H TR F WCHIT A = FAA F
AreR F fae w0 & wrferw £1 9varfzs
fenr | §% ¥ #aa w7 wom ?

ST, A7 TR AEA HHA
FTE | HITHT q72 AT 47T TIH 727
F——uTgq WitER ARIT F ArfeE 7,
faad; &9 wroma @414 #7 Aredg S9
#1 fqar 91, 399 25091 FgrET YA
aATe Wv TEey fawddz § w7 9%
1 % A% faare wwiegwy oo
fear a1 37 A9y #7 Ifeaq FuFT
FAG F ATLA AR KT A TS
Fig A1Ea ¥ ASA frar 39 1 AR Ee
T T3 9 & =9 ¥ fau | ag 3w awy
qdAF & 4, T94F F faeeit & seEIT
fafaez. %1 Z&mem foo & wid, za
gradt F w2r 2 faon, wdr araw 1
armHT fedt A7g & | geefte fufrere
T R Y qA F7 w70 famgw &0
T WTHA FT | FH2A 7 W@ W wEe
9% wrEr qiy w7 few F, & €7 390
T AFAT F 7 AT G A7 | W
gfear atdg =9dr * TAH  Har
¥ 9% G | g7 avdy § fag Al
Sars @ AT ( I aIFAA FT ATAHT
FT< 4T W7 A7 77 g T A, A
gt & w%ar 2 A1 fuEwe § &
TET W T ffaae qRady w1 A Hfaa
JFZE IH GIEA F7 97 HL 5 AC—
#faae TR fa=re &7 a9 99 &0 )
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fearediz & HFeTt 7 < =7 fRay
#faar w3zd w1 ) Ffaae wEeh
TH WIEA FTFAT FT 45 14T AT 10
qTF a4, WrS 7%, 37 arqe 97 fasre
AgMm I wEmT arE fw
@ ®YE[e W A2 ZU AW FEAT §
Ared, qfmfadi & sar 59 & fao
goafadi ¥ @@ W OSFE, WATA F
WEMT a7 &9 arfw w1E W mrEr
F1E ATaTIv 20fa FHTq 4 9 9% | =9
Y FAT FT FT qbaT F | 77 A1
g oy e fr am ¥
T TG sga FAr oo fR ouw
ATATIV F@ AT AATT med & fom ofr
g1, =¥ A1a waar wfEu o 50E 9
qEarEw qfzare 1T ity sTAEAl
feraa & w2 quwar FA@ FEA AT
w7 a% & ag & Far 77 95 9w
TN AT AT

THE VICE CHAIRMAN (SHRI U. K.
LAKSHMANA GOWDA) : Please wind up.

it AWTTET AR AE  # oAaIE e
(Interruptious) T ‘BT E! LRELA g-;r ary
TETE | A Uw FEEI WY AT AEAr
g | fremy oftwa s 2, § AT oA
fasr 2z 2 1 W arew ar fEen
HT w0 E |

THE VICE CHAIRMAN (SHRI U. K.
LAKSHAMANA GOWDA) : Please wind

up.

wt AYAT HEE AW FOA T 30
YT BT VEN E AZ F AT @E |
oA forfra F997 & oW 39T F 217 7 5
T et o 3@ i a3 ¥ f2an, 77 4o
2z 1 TR W 4 (Interruprions)
fra #ire wifz #7 79 o9 &fgd, 7 3%
7@ FEAT AEAT | FEW ARG q Wl
sta fosft a5 WrEHT & TRA 99 9 7,
79 g femmEt &1 wyay v, s



235 Companies

[ At s wrE ]

FT WGAT ATET, AT ATIAT, §HT 42T
g9, UIF A "Y4T ST F T WY gF ATH
ot mifeacie @ g &7 wifwr 9 97
F o FT0 AT HEMT 21 AE
gvarT faz asrfzar, wrraey &1, 57 F
o B0 & I TT WIT AT 0 w9 A7 EY
w1 #rav 7qr faar 0 @1 grEwt
14 AUET, 1947 5 FET M AT F
a7 gU4A 91, HUAT F TFT 4T I
OTEAT 15 SNTE &7 UF0E TG FT
Far aw war o o G F dfs 4
Fq g3 FT FE FA 2 Ew Breaw
A1 wezfuar &% &1 woelt wEr #
ara faqar wiT gfad 1 97 5737 7 w2
¥ grga & 37 7 #fgw gqar &7 yuar
arg faar iy 770 g HfEr qaam
=1 #fge «f wgerrn, 3z favar v
Hiz7 agenar 2 1 39 ¥ AW ar
¥ 2oy F HIE AT AT, AT FN TE
* fg oz fawar drar g9fz7 & @qar
¥ WIAOT &7 wLT W I 7 f@var v
F am #1 §fay aw war | 7 favar
FT A1 F4 3, WTaT T a4 H15
97 1

THE VICE-CHAIRMAN (SHRI U. K.
LAKSHMANA GOWDA): I will call the
next speaker.

A AWYET 9AE AT AT "
gz 7 frae sw AT & oF are
F7 T E A a1 g=w Fvar § g
femifazsr &1 #afeat 7 =2 fm 2
#iT 3w & ' o Fqfaap FaE
FOT AT AATE AGN & IT R UERA A&
faa = ®w H =pIear &7 T 2
T oz & frowae Gt e e
qreT & ¥4I 7% Fg 91 Fga a9 E w0
oF WeG F29 F 9T § AT IA AT
g1 ard 1 =T 47 Wi AfE s oA
sew war 2, femfoey 71, qoadw
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T, 39 W1 FOEAT ¥ wEfaw 2w §
T F1 WIT AT ATE FZIT HIAT 2, AfwT
uIT AT F F w1 4 9rd v ey
T AATET Z1AT 2, F9 AATEZ AT E ¢
THE VICE-CHAIRMAN (SHRI U. K.
LAKSHMANA GOWDA): Mr. Shah, it is
not possible. There are so many speakers.
You cannot go on like this. You have been

saying for the last five minutes that you are
winding up.

Al TAIIEET SE[E WE ;AT AT
e F waav foed 9, 5 AEl §
#4 HUATEZ Z0 A AT AT IFT 2 )
=71 o =t 7 i =7 9% 27 0% 8"
H, 9TT AT W1 F TAAT F AATEIHE
#, 39 F fodft maw § wogrdzdz #
T FT CGETATT TAHTG AR 1T G
A% A7 AUAEH FAA AZL | B FAAT
farrear AT T AT T ) I H AT 25
FATT AT AMZ 50 FATTH 293 H sqa947
1T F 1 T g oA
w7 @FT WP W7 9 Fafaar s
FAF WAT AT AT | 3 T A
Z & ATIAZ WA W H 20 FA% 790
T FT #AF AAT 21 T 2 | FE AT
ghffed @ wor g A9 )
(Tisme bell rvings)

e & war wimy a faEa
fE f& g For g fa=e 57%
TET AT AH, OH AT A
AT S AT ART GCAT AT FAT 2,
GECEIEE

SHRI L. R. NAIK (Karnataka): Mr. Vice-
Chairman, Sir, alter having heard the lucid
exposition by two hon. Members—Mr.
Raghunatha Reddy and Mr. Kalyan"Roy—on
the subject. 1 feel diffident. If I were to. speak
anything at length, I shall not be doing justice
to the discourse they have given. However,
all I would like to do
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is to request the hon. Law Minister through
you, Sir, to weigh what these two hon.
Members have said on the subject and after
weighing if he sincerely feels that the
Companies (Amendment) Bill, especially with
reference to the deposits, would affect the
very economy of this country, then I would
like to request him to refrain from pursuing
this matter.

However, if he wants my own experience
about the matter, I would like to say that I live
in Bangalore and I often go to Mysore. These
two cities are the paradise of pensioners and I
have known several companies who make a
long list of all these Government officers who
are about to retire. They even fathom out as to
what their provident fund accumulations are,
how much they are likely to set soon after
their retirement and how to tap them so that
they could deposit their money with these
companies, with the result that several
pensioners have done their job and now, I
must say, there are many of them who have
come to grief. The same is the case with the
widows and some of the minor children.
These are some of the sources which these
companies tap to seek such deposits.

Sir, the question of deposits and the returning
of deposits and the payment of interest
thereon should legitimately belong to the
channel of the banking system and if we were
not to see that all such deposits go to the
proper channels and they are not diverted into
undesirable channels, then I am confident that
we will be doing a great dis-service to the
economy of this country. It was for this
purpose that in 1974, this matter was
considered at length. As the hon. Law
Minister has rightly said, this is an
amendment to the Indian Companies Act
1956—i.e. section 58(A). The Indian
Companies Act, 1956 was amended very
comprehensively in 1974 and at that time the
people at the helm of affairs thought that the
question of deposits and their return had
amounted to a national evil and, therefore,
it was
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necessary that all efforts should be made by
legal implication to put an end to it. It was
with this objective in view that the Bill was
introduced in Parliament in 1974. A thorough
consideration was also made of this Bill so
much so that Parliament felt that this should be
referred to a Joint Committee of both the
Houses. The Joint Committee, in their
wisdom, after thorough consideration
recommended that there must be severe
provisions made in the Indian Companies Act
so that the question of deposits should be put
an end to as early as possible. That is why they
said that if the deposits received were not
returned within a specified time it amounted to
a criminal offence. In fact, if the deposits were
not returned by Ist April 1975 then the action
of the company which has received the
deposits amounted to an offence. Now, we
know, Sir, that the Janata Government is now
and then proclaiming the rule of law, and it is
important also. I do agree that there should be
rule of law. We find that several companies
have committed several offences. Was it not
the duty of the Janata Government to take
action against the defaulters, against the
culprits and see that a sort of deterrent
punishment is given to them so that the other
companies do not resort to such practices?
Unfortunately, this has not been done. On the
contrary, I am rather surprised that the hon'ble
Minister should have ventured, to bring a Bill
like this and given solace to those companies
which have received deposits.

Here, in his introductory speech, he says
that it would be rather hardship if we were to
take criminal action against such companies.
Now this is not the sort of thing which the
nation expects of the Janata Government.
When the offence has been committed it is
the bounden duty of the Government to see
that the culprits are brought to book. I,
therefore, urge the Law Minister, through
you, that he should resort to rethinking over
this matter and see what best he could do.
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[Shri L. R. Naik ]

Thisis about deposits.  About lance
sheet and profit and loss acini 1 would
like to say that the jor thing is a sound
one. I have on several co-operative credit
socre-s where such a provision also occur-
that before the general body meet-of a co-
operative society or a bank arranged it is
imperative that both balance sheet and the
profit and accounts are sent to the
sharebol-s. If they did hold the
general meeting then the question of sup-
ng or furnishing these documents not arise
at all. Under this cover, auld like to place
before this august se. several  co-
operative societies Carnataka—I cannot
speak of other es—have taken shelter and
see no such documents are placed be-the
shareholders,  before the co-rators with
the result that a large ber of people,
especially the down-den, the weaker
sections, the poor always been kept in
the dark, very recently the Karnataka
Gov-rnment have introduced a similar
sure as the hon'ble Minister has today
in this House. So I would to request him
that the copies of balance sheet and the
profit and account should also be furnished
he shareholders themselves  and other
creditors. If he can kindly I this
amendment it will certainly helpful  to
such shareholders, regards the
third important dment of raising their
donations Rs. 25,000 to Rs. 50,000, of
course, inly reason given 1is that the
value has gone down consider-and,
therefore, it was in the fit-of things that
this limit of Rs. should be raised to Rs.
50,000. surse, the rupees value has gone
and, as I can make out, this of Rs.
25,000 was put long back, then the rupee
value has really down and it is in the
fitness of I that the limit should be raised
50,000. But care has to be! taken that
whenever a company gives lanation it is
not a misplaced should go for the right

purpose.

The Minister said that idea of donations for
charitable purposes is a laudable one. When
companies donate for such purposes, it is
welcome. But in practice, Sir, as several hon.
Members have pointed out, this is not the
case. Under the cover of trusteeship the money
is diverted from the company to their relations
and friends and for their self-aggrandisement,
and some measure should be taken to ensure
that such things do not occur.

With these few words, Sir, I have done.

ST FEqATE T "RV -
TATAH  WEEG, ®Ed TEETT ZT
wa wEAT 0w F Awtad § fAr oo
q2 AOAT UFT FALT A5 AL 4T, Ay
CR LR A O E i
41 fr AT 95 § & 97 Ty e
7 A ¥ o ag e AT AT £
TTETOT SUNATERE HETRd, T2 FAAT
HEETT FOq0r B § gSimfaAt F fageor
"2 | IH AT UL I q18 faear
TIFFT, 2721 AT 30 F a5 T2 T
qfeat #1 991 faeer § 91 98 qvwe
T G H 2 | fawet 9T F anmr-
arz &1 feom ¥ wEW #=w o=@ g
fergenm 7 =fagm @ gfar & vk ot
2 fo ofiwdt it @ "Wt #71 fro
¥ agd a=T F2W TG ISAT | FAT AH]
T TFAF FHTHAATE F2H AGT 2 7
A1 TeT-agraeT F fEast
AUTA FAT AAAAE FIA AG B 7
1 fggm #7 wo-=Eear § 70
st afers Fwee swATAT 1 A
Ferse Za7 wroraTe A€ 2 7 wreoity
TYAATENE]  WRIRA, ST AW ACHTT
LT AT A g ! WA A
9 WEN F w27 qge Fv g fe fr
e & qeAw | fgrge ¥ oot
F1 w7E| v A agfaad & ) gEa
¥ TEW qE IerAT ¢ fF 85 ww
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T T MATET THH, 91 A e
A 97 e T OAE F7 A
B T T = a T fe
TR T A v A fory
ot 21, 378 Qvter Y 37 g e iy
Foret sifte & git, 7% arer 2w v
A 7T fEgE & ary goffr woer
A Fot % dg-sivz - am
ﬁm%mvﬁ_g, & Sty
T 90 wfrwm FefEmi g faei
?"ffrr%irﬁamﬁ;ma%m_ﬁq
57 H o T T FgrgeArsy
%’Wg'ﬁﬁw'ra#agangﬁﬁﬂ
mar 2

mm’ﬂ'#ﬁ}ﬂmﬁ-@;ﬁ af,
T I8 T A, T w & s
T WA ¥ qofefrat o fraw
w“"ﬁ:“ﬁ@ma |
TR ¥ TG IO A g fe oo
T, FEAT AT ¥ % e oy &
™ 3 S0 3, e o v
Emﬂ“ﬁm’r?m«rﬁw

| 1974 & gu% ol dwe &
e fo | s g vy wr ¢
P BIR W A oy < 50 g
TR S o F 7 oo g

'] 100 7% 7 wifes Y mar
R F qalefr gwt oo & w
e 4§ e g wor g
8 W oA e o e
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e 3 Gl s E wAT TEwE
THe Jami 8 &d I 1 Wiy 39
TATEGE REET A WOTH] FTAT F A0
afeat e ¥ Faqm & e sl 4
1947 & 3% 90 0% W T4 ;q“r
oY, AT T o O gy 3
R UL | (T
AL LU LR C R —
frat w1 0 Sfedew e g 3, e
TR W EAT E, A ot Fowe g
£, 3T wa FT FUET w7575 =r5ad
T R anbmt wvy § w4
R WA W A Aw w3 g
Wfﬁ%ﬁrﬁm%%&%gq
T® T 0F T fa q'safy %wm
T AT 3 T W4T W owfy aw
TR A ¥ g
Qma*ﬁxﬁmgq&qm@wr
A A R — P R
aﬁ‘maﬁqmlﬁm.m
1 T S e 4 ey
@ N T N F ag wvqi vy
®7 ¥ o'Hvfry
¥ T 5 8 ) e ) e o
W‘ﬁ’!‘!ﬁﬁﬂ'ﬂfmﬁm ‘
T AT A W ¥ g |
T 8 | RO IqRaTE & =
R aaw e 6y W,
N A 8 A P § wmEm
AT I e w ( AT TR
AT AR A T % A
T FAT 9T 3 =¥ ¥ ware
FUfasr kv ﬁiﬁzg‘gﬁii‘ﬁ
o Frot @ arm S o fag
AL LILE L34 ﬂ‘fmmmm
%41 fx a7 ' ‘
% o v
:’::av e FE AW ) WE
w e
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[+ #=TAT 7M7)
i\E A W zAre A fgeee
3 AT FT AT 7 F% TIAT T AHTE |
afemT AT T 39, BIL LFIATHT F
A, Em e §ogeww, A
sTEl F oyoww, uoEAfETe F oo,
fe=grama # afmrs §%27 3F@T F 979
A1 WA W [FHEa w7 FvFE 07
e § a7 sfagmr w1 faardt 29
AT T 57T T4 79 7% 5 amraan
Fong ¥ AT ww fRege H oseAr
AT ¥ O®T W AT 20 F W1 S ¥
g R w57 " wr fAgaw o
7 7219 @7 o w191 7 uy o oar
Taw Femr z. faam frepmm #01
50 F7rE s ¥ fRE w1 gdn g
2fa7r wpET § rAewgeam & fadi-
99w fEw F1 fegee w7 e
d17 HAZT AH I A1 WE-E
¥ 7z w41 % fFegsm 7 e
7 0, fgegEA & wETITSr W A
T AR FT T IET ZA0 AT e
AT AT T TE HATTE AT W7 A AT
FAAT F WA FT G AE | TAA qUA AW
A 3ar 0 Zfer andr F owat w7
15—15 71& Fr 1 drE g% 47 we
FAA HEFTE T (w9 9 HEMT H AT FE
AT ¥y Forar & fow v & g
FTHTH AT W I gAr 2y, fregem
T 90Y TAAT WIS HAE, WARL
At AT fowe 20 wmrer Hgard
G Ay w7 A7 EE ) gafan o
TAAT HIATT F OHAWEA AT WA T
5qr%‘mwwm@gmé,
AT AT H I AV FAIT T ALT THAT
FTA R FIE AT FEATTENE | AR
TTHATAA WENRT, WY FAA IO T
300 FLIZ w19 T 7EAT fza0 2. a0
AT W FGq G AL .27 A

FTET FT 300 FLF FT FEAT Cq 77 -
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7 72t famr 7 wiT ST avE AvE F AEdT
fon @r 72 ¥ w7 IAH AR AR §
adt fam ar & F o fregea ®
ST fam gifast 1 85 #7907 A 78
T TF M qAIAT F1 AT T AT F I
faw aar w7 & Fr9 A AT FIA F
am qr g7Et = qd fm

T SEE AT 05§ wHERT
o fgraeam & qefmfaat 1 st
AT AN AT haen At A 7 A
foee mmr aTsmaTE 97 HIT T AT 0 -
AT 9T AZH FIHA FT FH AT FT
ff9w | 37 A 9T aEE T R
famer 21 1 woF 77 T 97 S A9
arT wd wrm w1 faEe owmw A
IT WATSE WEIEA, EWIY AW AT AT
et gfzer it F AT #1 fF A
T B2T, FATAATE & AT F1 2T 7T |
arr ¥ o oA frem s ey
F= foam A% zw w7 @ w7 fam
STHAT AT FT ARTIATLT AT FT QAT
FT FAT AT AEY, 9T | 3T 7 THTHAT
HIT 6 T AT FOFTI FATT
7z famr AT | EWA WTE AETTATE ¥
T w1 yEw fEar TAfam e aE
fe Fmer wr W AT 2w oA 2
AT gHA ATATET fEer F FEw sIw
Z1AT AT TR AfEd w6 2 fF s A Ay
AT 77 (Time bell Rings) AL I9-
¥ AT FAET 7 | WO Aww H AT o
2 fr &w ¥ 73 78 ¥ 27 oEE A
dera 2 | faar et FT & qar fan
¢ o fem=w w1 3w g A
qT TFAT | FWT TETL T Fqtaq]
7T A9 AT AfE T wew & fa
Zadr AT AwfAal ¥ @etEr &
AT 9% AT T2, TR AT FEl 2
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fraq | 1 Fz7 2 o ofmdr sfeer
T T A ferar ) AT #ar Fw arE
AT qE AT T TIT qAT AT
ATTITSAT ZATE /T Fa 70y forg ar
G2 qAE AT 7 wn ot o v arEf
a1 w=a fagrdl FTagar Gz aF ww
qréf A, waw gvare 7 Gar faar a1 @/
FAAT 9 F wEA( T At 3 qE
a#t faar 7 mrs w7 a9 wEA faear,
0z 7 fagrdr araqdr F 97 97 fzae 78
FTE 7 ¥ F o Fo fagem g ww
Afet & w7 58w ¢ o fegm
¥ AT A 9w AT AT J91EF 7
T AeF T H NI AR AL AT
R feegeaTa #1 wrar #1 wig A0 F 7
AT THFV FW @A I 2 7 owar 2N
SATT AZ FEA 7 7 A7 FFAE Z12T WY
3 HT FEIZ T FT ATTHA AT FATE
T faar ar 787 7 #0 A A9 AT
TF AT 7E2) ATAd Fo @ &
ATZ A FT AWAGT FT F Z AT
T 7 WA WEDIT ITHETSAL
WA, O TET T FH HH AT ¢
# 41 i spawr 7 wFEAT " fF
ATEN HT WITF HET ATH £ T AT F99H]
|1 W T oar A sraear #ifan fR
Fefadi &1 77 9 71 v 2 f5 3 forw
qifafzda TE FT FTHAG AT qIHAT 8,
Z aFAT £ | BEIAET H, T H, AT
afmar & faeft W 3 wzi warA= 2,
FFAT F WAW & FlE FAT £ AR
Feifaar  oaT afafeer arEdiE wT
FeAfHma 3T §, M w17 a3 @w-
&7 et &Y av fadedt o 2 g
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gt 70 FA wAT 9TAT F ) TAfAw
fﬁﬁrr—r T WO wA WA oA

Zr T wrfen 7 owr smfaa
fmTwm@wthtraﬂr
arz, frdr mfafesa o #1, a1 a2
T HFAT 2 | ATET THE WO ALET
FaraT Fe3r 79 #1 5 wemfqar 2s
FATE T 50 FaT7 HEZqT 9% H 7
FEAT #1 "y IhEe 6T F 9 697
FIET FATFT AT 77 # W17 4AfF qrow
qETHT FATT AEAT 7 TAMET AN
fergeare & qsimfeat 7, Fva wrfest
7 qaT 7 & fAn w5 T FeET TR0t AL
yuz B a9y 9% 25 T AT 50
gare 1 gifgers /T & 1w
Af 7 F185 FUT FT 2 TH7 ATAT
e wrfernt & = 59 77 WA far
F 1 foew sam # T =790 fag
FuETATES T 50 v wen feEr 9y
(Zime bent Rings. VAT ST
g,  wm wAr T UF FEA
arr fr s am fas s+ 5 e
HOT ST Fertaat Sifer #E60 0w
wpgfran, zmafean, Fefrar,
forat 7 a7 mT Fefaat #1 far fam-
AT AT T2 F, IART TH AHIT AT AT
W12 g7 AT TE F | ZW AR AT TR
THETS 2 1 AZ TAfAv F7 E 2
fe & wr g Ferfaar & faw
fer= v A1 37T ST fae wrAT S
w7 o faF " SURT 91 9990 8
affor aFF T & oTEW 1 @A
T AT 3 FA FAC—F T
#7 FHA fom 5 wmew g9 feeeeam
F aSiAaT F1 §TAT T 7T AT &AL
wE T TF §, T AT wiferwr w1 ara
ﬁm#mﬁtwwwmaﬁ
HT 717 7 fgrgeary #1 i a1 42
FIT FA4TH AT 2F & HITIT F wsAN
7 g Wl #1 9r fHen 7w el
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THE 'VICE-CHAIRMAN (SHRI
L A O LAKSHMANA GOWDA):
Pleased sit down. You can speak on
the Bonus Bill. You will have time
1hen.

Sl TATA W - OF I B F2
TH FEAT | AN AT G ¥
AT A F AT w1 garey w1, frawi W
FTRA AT T, FA A F AT
AT AT A ouw | J7o TuE owEd #
FAGATA A FLIT AW G1 Srarwwam
AFTA | "TERTE IUN AiET F qAAT 2,
FIog T FT B AFF T9AT 2, Fheg
97 oy 39 F@ foan, 12 o dew
fear, wizaTdt 97 meTEw T3A AW
A1 9T w0 F twa-aifeat &1 85
FIE T4 IR AIE F7 {741 | w7 nw
arfm-ngsraEa S Jarar 9T §
T {SATATET ST F1 FgTET 3T EA
...

THE VICE-CHAIRMAN (SHRI U. K.
LAKSHMANA GOWDA): No, no. Please
it down, I will have to call the Minis-
ter

it weqAT® T 7% Az AT
IqANTERS HEET |
THE VICE-CHAIRMAN: (SHRI U. K.

LAKSHMANA GOWDA): Half a minute.
Please finis*.

Wl FEYMA W . WECG TRy,
Awdr zfer widy ¥ g=Y Fwma
FfA4T 97 TF AT | FFAT FLETT
fargeamr ¥ zvan, fazern, swfimy
wafra & wnfier # 5= dwew
Fafrgi & FrEom 5 gz A 2
WA T ¥3 frgena € Tty 9%
wrdT o1 o afew gl o
fegram & wara & a3 o o
forrr oform 7 gvm fe 3w we-
il ¥ gra § 7 ) w2 ot
¥ 2T F W AT | aewae |
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SHRI SHANTI BHUSHAN: Mr. Vice-
Chairman Sir, I would first like to express
my most grateful thanks to the hon.
Member Shri Lakshmana Gowda  for
having given the most whole-hearted
support to this Bill Is Welcome his words of
caution that this provision should be
applied with 1 the utmost strict scurtiny. [
hopt that no hon. Member of this House
or any person would have any cause, for
complaint so far as that is concerned. He has
also  expressed the view. that political
donations should be permitted. And 1 was
rather surprised that Shri Kalp Nath Bai, who
is the most, revolutionary Member of this
House; also supported the same sentiment that
is the companies should be allowed to give
donations to political parties. 1 have been
hearing the hon. Member Shri Kalp Nath Rai
on so many occasions with rapt attention
and with great admiration. I would like to pay a
tribute to him and to his capacity also, the
capacity of his lungs because I have not been
able to comprehend as to how his lungs are
able to bear so much strain. Perhaps it must be
some medical secret of his. But his speech this
afternoon was a little different from his other
speeches in some respects. Of course, his
universal refrain was there. All the time he
speaks, it appears not only from his words
but also from his gestures, from his tone,
as to how sorry he is that the Janata
Government is in power and is running the
affairs of the country. I entirely appreciate his
sentiments. I can- fully sympathise with the
fact that for so many years to come—I do
not know whether it will be 30 years or 50
years—he  will have  to carry on in this
strain. ~ But I hope that his lungs would be
able to bear this strain for the next 30 or 50
years.

SHRI KHURSHED ALAM KHAN
(Delhi): No, not that long. The Day of
Judgment will come soon.

SHRI SHANTI BHUSHAN: But the
difference that I discovered in his speech of
this afternoon and his speeches on other
occasions was that on every other occasion
and for some
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time this afternoon also he was very
appreciative  of the  policies  which
have been carried on in this country
by the Congress Party in general and
by Shrimati Indira Gandhi in parti
cular; but today; I do not know whe
ther wittingly or unwittingly, he hap
pened to reveal that during this pe
riod of 30 years of the Congress rule,
the big capitalists who had only a few
crores of rupees wealth and assets
have now acquired they now possess,
a very large amount exceeding Rs.
1.000 crores or so, with the result that
I conclude now there is a growing dis
satisfaction in his mind so far as the
policies which had been pursued by
the Congress in general and Shrimati
Gandhi in  particular are concerned.
Then the main point which has been
made by several honourable Members
which [ deeply appreciate—I can well
understand as to why they have been
at pains to make this point—is that
they found very rightly that there is
quite a substantial amount of discre
tionary power which is sought to be
conferred by this amendment in Sec
tion 58A, and very rightly they were
apprehensive  about the possibility of
gross misuse of any  discretionary
power. I fully appreciate their

sentiment because naturally the
human mind draws inferences from
its past experience. They have the

experience of the last 10 years and
particularly experience of the last 2
years of the Emergency before them to
draw certain conclusions and entertain
a certain apprehension that if a dis
cretionary power is conferred, it is
bound to be misused, not noly mis
used but abused. I do not blame
them. But of course, my words in
this House today might not
carry conviction; they might ap
pear to be empty words. But I hope
a day will come, I hope after some
time my words will succeed in carry
ing conviction. I would like to give
one  assurance to  the  honourable
Members of this House, particularly
the honourable Members who have
said, who have discerned as to why
this  provision, this amendment, has
been conceived and why this Amend-
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ment has been brought in the month of
November—they have conceived and of
covrse they know much better than my self
as to why this Amendment  has been
brought, because they feel this .amendment
has  been brought because the Janata
Party needs money for elections and each
one of the discretions which has been sought
to be conferred by this Provision will be
exerciser in order to extort money from the
by siness peo-pie, from the companies which
might be contravening the provisions of Sec-
tion 58A and so on. Again I do not blame
them either; if these things were done in
the past by somebody and if they happened
to know  that those things had been
done andif they think they had been
parties either wittingly or unwittingly to such
things. I would not like to blame them for
drawing such on inference but if my words
can carry conviction, if they can carry the
slightest impression, 1 would like to give
this assurance and say, I know at least my
concience is clear. I know as to why this
provision has been brought, and nothing can
be farther from the truth than the misgivings
which have been expressed that the provision
has been brought with a desire to extort some
money from companies. The day any of these
provisions is used or if anybody even dreams
of or thinks of using this provision for the
purpose of extorting money from
companies  for any purpose  whatsoever,
that day I would not be on the Treasury
Benches here....

SHRI KALP NATH RAI: Very good, very
good.

SHRI SHANTI BHUSHAN: Then, Shri
Raghunatha Reddy thinks that one more
commission of inquiry is necessary to go into
this whole matter. Of course, there has been
criticism at times in various quarters that too
many commissions of inquiry have been
appointed. But I was rather surprised to find
that the honourable Shri Raghunatha Reddy is
not one who thinks in that direction. He
thinks that too few commissions of inquiry
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have been constituted and therefore he was at
pains to say that one more commission of
inquiry is necessary to go into the matter as to
why the companies have not complied with
the requirements of Section 58A during the
last 21 years. He must realise that it was the
same Government which had conceived this
provision 58A and it was the same
Government which brought that provision in
the Statute Book. Now he wants a
Commission of Inquiry to go mto these
matters. I have not been able to discern as to
what is his real objective in making this
demand for a Commission of Inquiry. May be
he has some information or maybe he does not
have very friendly relations with somebody
whom he now wants to get implicated through
a Commission of Inquiry and for that purpose
he wants a Commission of Inquiry to be
constituted. So far as I am concerned, a
Commission of Inquiry can be brought into
existence only in public interest or for a public
purpose and not for the vindication of a pri-
vate grievance. So, I am sorry I may not be
able to oblige him so far as this demand is
concerned.

Of course, he referred to a parallel banking
system. I myself said in my opening
speech and I myself paid a compliment to
those who have conceived this idea of having
58A that it was for a very good reason that this
provision was brought. I have no quarrel with
the objectives behind 58A. It was very proper
to curb this parallel banking S3'stem and to
prevent abuse of this parallel banking
system. would like to ask the hon.
Members as to whether this well-conceived
provision has succeeded and, if not, why.
Even if those who conceived this provision
could not ensure its success, then itis a
matter to ponder over and find out as  to what
was the real reason why it had not succeeded
and it is for us to ensure that it succeeds in
future. A time will come when the hon.
Members will have to compliment  this
amendment and say. "We are happy that
the objectives which were con-
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ceived in 1974 have now been achieved".

He also referred to the parallel monetary
system or the evil of black money. I hope no
hon. Member would blame us for this evil of
parallel monetary system in the country which
has been operating in the past. ..

SHRI KALP NATH RAI: You are there
for one year.

SHRI SHANTI BHUSHAN: Only for nine
months and this period is very useful for
certain other purposes.

He also referred to the fairly popu
lar concept of donation to political sou
venirs. This concept has cropped up
in this House as well as in the other
House on a number of occasions. I
have had occasions to make the posi
tion of the Government clear so far as
this matter is concerned. Still,  very
briefly I would like to repeat it. The
mere payment of some amount for an
advertisement in a souvenir of a poli
tical party, by itself, will not be
construed as contravention of section
293A of the Companies Act. Nobody
can say, I do not say, and the Govern
ment does not say that it will be a
contravention. All  the legal experts
who have given advice on this subject
have uniformly accepted that if there
is a genuine advertisement which is
given on proper rates or reasonable
rates, even if the rates are not entirely
reasonable, but are within the limit of
reasonableness, then it cannot be a
contravention of the section. It would
depend on the kind of advertisement,
the kind of journal or souvenir and
therefore  taking all the circumstances
into consideration one can say whether
it is a genuine  advertisement  or
not. In that case, even if the rates
are not entirely reasonable, nobod\
would say that it is a contravention. It
will depend wupon the facts of each
case of donation. Uniform principles
cannot apply to all cases. On the basis
of the facts collected in each case by
the Government, a judgment will have
to be formed in each case whether it
can be regarded within the scope of
genuine advertisement, ornot. Or. a
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judgment will have to be formed as to whether
it goes much beyond the concept of
genuineness and it must be regarded as a pure
and simple donation and a view would be taken
as to what would be the proper course of action
in those cases. A point was raised by Mr.
Kalyan Roy who, I find, is another monopolist,
if I may say so, with great respect, in the sense
that he monopolises the questions insofar as the
companies are concerned. I find that whenever
I have to deal with and finalise the answers to
the questions relating to the companies, 90 per
cent of the questions— "it is not necessary to
go up to 90 per cent to fall within the concept
of monopoly—on companies are asked by Mr.
Kalyan Roy. That shows how well informed he
is and how much time and attention he is
devoting to companies and he is not afraid of
being called a monopolist in this respect. But
his main complaint against me was the same
kind of a complaint that was also voiced in the
other House when this Bill was considered and
it is this that when a Committee has been ap-
pointed to go into the matter, to go into the
Companies Act and the MRTP Act and to
review them comprehensively ana 10 make
recommendations, why I should resort to this
piecemeal legislation, why we should do
certain things now and do certain other things
later, why we should do things in instalments
and so on and so forth. Well, that is an
approach, which is an understandable
approach, and many people believe that the
Congress Party had been adopting this
approach for the last thirty years. They had
probably been feeling as to why they should
solve the problems of the people, the problem
of poverty, the problem of unemployment, in a
piecemeal manner and that, after all, they
should solve all those problems at once, all at
once, at one step. So, they were waiting for the
day when they would have the capacity to
solve all the problems of the country including
the problem of poverty, the problem of
unemployment, etc. They also seem to have
thought: "Why do anything
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in a piecemeal manner?" So, that is an
understandable approach and, therefore, they
were advocating that I should also adopt the
same approach. But I would very humbly like
to say that if we are able to solve a problem
today, why not solve it today and why we
should wait for tomorrow when we are able
to solve it today itself.

SHRI KALYAN ROY: Sir, I have been
misquoted. I do not want to interrupt him. But
I would like to make one point clear. I only
asked him a simple thing: When he has
assured the House that a proposal was there to
revise the existing guidelines, why could not
he do something about the other thing?
Instead or giving a serious thought to the
question of remuneration of the part-time and
whole-time managing directors of the
companies, why was he doing the other thing?
When this was under consideration, what was
the hurry to bring forward this legislation and
not do the other thing?

SHRI SHANTI BHUSHAN: I have only
dealt with your first point and I have taken
note of the half-a-dozen points that you have
made and I will deal with them in a piecemeal
manner and not all at the same time.

SHRIMATI MARGARET ALVA
(Karnataka): Mr. Shanti Bhushan. when you
can do all the things today, why wait for
tomorrow?

SHRI SHANTI BHUSHAN: Thank you.
I have taken note of it.

Now, Sir, so far as the second important
point made by the honourable Member, Shri
Kalyan Roy, is concerned, I said sometime
back that the question of revision of the
guidelines in regard to the managerial
remuneration in the companies was under the'
consideration of the Government and his
complaint was that no hurry has been shown
in that regard and that, in spite of the fact that
the matter was stated to be under the
consideration of the Government, the revised
guide-
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lines have not been brought out so far. So. Sir,
I would like to take the House into confidence.
The question, the entire question of the wages
and income policy, is under the consideration
of the Government. The Bhootha-lingam
Committee has been appointed. Because this is
a very important subject matter, I would like
to say that the same kind of approach, namely,
the piecemeal approach should not be made at
least in this matter and it should be a
comprehensive  approach, a  consistent
approach. Therefore, let the principles be laid
down, let the Bhoothalingam Committee go
into the matter. And, Sir. if the Bhoothalingam
Committee has gone into the matter and the
broad policy on this wages and income
question, which is a very important and
sensitive matter, has been defined, then, in the
light of and in accordance with that broad
policy, this question of revising the guidelines
relating to the managerial remuneration would
be considered. I say this because these are all
not matters on which something can be
decided today and then it can be revised
tomorrow. So, the approach was to consider
the whole question in a comprehensive
manner rather than in a piecemeal manner. Of
course, Sir, the honourable Member also said
that he wanted to compare because he could
not see anything good in this at all and that he
could not say anything, till of course, a new
and a different stage had been reached and he
would wait for that stage or for that day when
everything would be good and proper in every
direction. But until then he wanted to equate
the present Government with the previous
Government. But I would like to request him
to waite a little and see. After all, people have
reposed tremendous confidence in this
Government and in the Janata Party. Of
course, it is possible for the Janata Party to
belie these hopes and also to fulfil these hopes.
Let me express the hope, because the initial
period of nine months cannot be a
proper in-
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dex to judge the real performance c any
Government, a Government which takes
over after a period of thirl years' rule by
another party. There fore, people are willing
to wait. The shall wait, and they shall judge
the Government properly. And I hope the
Janata Government will come up wit, flying
colours on the day judgement also as it came
out wit flying colours towards the end of the
emergency period and in the last Lok Sabha
poll. T would not like to say anything more
at this stage.

The hon. Member Shri Kalyan Roy made
various complaints against the Company
Affairs Department. Well this is not the
occasion for that am 1 would not like to go
into these comp laints.

One thing I would like to refer to So far as
the complaint relating to non-filling up of top
post in the Monopolies Commission is
concerned, hon. Member Shrimati Adivarekar
also referred to that. Therefore, I would like to
make a special mention of that. Now, it is true
that when we came in office we found a
certain situation which had been continuing.
But at this stage I would like to pay a
compliment to Shri Jhala who is a very able
person and who has been carrying this burden
very gallantly. Hon. Members would, I hope,
appreciate that the Monopolies Commission is
a very sensitive Commission. It is not like an
ordinary committee or commission in which
any person can really play the role. It is a very
sensitive one and if a person has to be selected
for the top it has to be done very carefully.
The entire Monopolies Act is a kind of an Act
which is a very delicate subject. I did not get
sufficient time in the past for this. I plead
guilty to the charge that I should have
perfomed this duty much earlier. But I am
happy to assure the hon. Members that very
soon, in the near future, we will have a Chair-
man, and I have no doubt that the hon.
Members would welcome the choice of the
person who would be appointed
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Chairman. That is all I can say in this matter
at this stage.

Then, another suggestion was made by
Shrimati Adivarekar about the Company Law
Board publishing figures about the payment
of donations for charitable purposes, and so
on. Well, this is a suggestion, and therefore I
can only note the suggestion.

Then, there was a suggestion as to whether
a separate statute is required to deal with
Government companies. So far as that matter
is concerned, I hope the observations of the
hon. Members would be taken due note of by
the committee which is going into the
question of extensive revision of the
Companies Act and the Monopolies and
Restrictive Trade Practices Act, and they
would apply their mind to this matter.

Then, hon. Member Shri Dhabe's
complaint was that while he welcomed
amendment of section 220, wny provision
was not made about the supply of copies of
Balance Sheets to the shareholders also.
I would like to draw his attention to section
219(2). It is true that section 219(1) deals
with certain thing to be done in the context
of the holding of Annual General Meetings.
But so far; as sub-section (2) of this
section is concerned, it is not conditional upon
sub-section (1). It is a general provision, and
as I see it, it gives absolute right to every
shareholder to get a copy of the Balance
Sheet, provided, of course, one exists. So
long as this amendment  which is being in-
troduced was not there, of course, it would not
have been possible for a shareholder to
get a  copy of the Balance Sheet; it  may
not be prepared at all. But once a
Balance Sheet is  required to be
prepared and required to be filed with
the Registrar, then it  will be in
existence; it will be with  the company. And
as I seeit. it can be said  that  the  right
given by sub-section (2) of section
219
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would come into play.
It would be open to every shareholder to get a
copy of the balance-sheet from the company.
Therefore, I think there is ample provision.
(Interruption) Sub-section (2) says that it
shall be given. Therefore, ample provision is
already there quite apart from the fact that
once this document is filed with the Registrar,
any person can inspect it because it becomes
public property. Some complaints were made
in regard to the charitable trusts which the
various companies run.

5 P.M.

THE VICE-CHAIRMAN (SHRI U. K.
LAKSHMANA GOWDA): The next item
has to be taken up at 5 o'clock.

SHRI SHANTI BHUSHAN: That is all
that I have to say. These are the points which
were made by the hon. Members. I hope I
have dealt with them extensively. If there is
any point which has escaped through
oversight, 1 would like to be forgiven for that
lapse. With these words, I commend this Bill
to the House.

THE VICE-CHAIRMAN (SHRI U. K.
LAKSHMANA GOWDA): The question is:

"That the Bill further to amend the
Companies Act, 1956, as passed by the
Lok Sabha, be taken into consideration."

The motion was adopted,
SHRI SHANTI BHUSHAN; May [ move?

THE VICE-CHAIRMAN (SHRI K.
LAKSHMANA GOWDA): We shall take it
up next week because it is already 5 o'clock.
We shall take up the Children (Amendment)
Bill also next week.

THE MINISTER OF STATE IN THE
MINISTRY OF LABOUR AND
PARLIAMENTARY AFFAIRS (DR. RAM
KRIPAL SINHA): We can take it up because
in today's list of Business it is written "To be
taken up at 5.00 P.M. or as soon as the preced-
ing items of Business are disposed of..."
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THE VICE-CHAIRMAN (SHRI U. K.
LAKSHMANA GOWDA): It cannot be taken
up after 5 o'clock. Now we take up Half-An-
Hour Discussion.

HALF-AN-HOUR DISCUSSION RE-
GARDING PROSCRIPTION OF THE
NOVEL WHICH WON THE SAHITYA

AKADEMI AWARD FOR 1976.
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