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SHRI JAGANATH RAO: Sir, T have
already replied to these points which
had been raised in the main debate.
The hon. Member has spoken about the
immediate need for the merger of Goa
with the State of Maharashtra. As I
said, this Bill has nothing to do with
the merger question at all. The mer-
ger question can be taken up only
when normal conditions prevail in the
country. This is not the time even
to talk of merger of Goa much less of
any other dispute that may exist bet-
ween different States. About the Bill
the hon. Member has said nothing and
I have nothing more to add.
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Tue CHAIRMAN: The question is:

“That the Bill be passed.”

The motion was adopted. \

THE COMPANIES (AMENDMENT)
BILL, 1965

Tue MINISTER orF PLANNING
(SHr1 B. R. BHAGAT): Sir, T beg to
move:

“That the Bill further to amend
the Companies Act, 1956, as passed
by the Lok Sabha, be taken into con-
sideration.”

As hon. Members might recall, the
Bill, had earliter been considered by

[ RAJYA SABHA ]
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the Joint Committee of the Houses angd
the Report of the Joint Committee was
presented to this House on the 23rd
February, 1965.

FI‘HE Depury CHAIRMAN in the Chair]

After careful and thorough scrutiny of
the detailed provisions of the Bill, the
Joint Committee had made changes in
some of the origina] provisions and 1
feel sure that these will be welcomed
by the House. In making these
changes, the Joint Committee had the
benefit of the suggestions and observa-
tions made in this House on the 24th
December, 1964 during the discussion
on the motion for concurrence in the
proposal to refer the Bill to the Joint
Committee, as also the various memo-
randa and representations received by
them and the evidence given before
them by the representatives of the
various Chambers and Associations.
The representatives of the Institutes
of Chartered Accountants and the Cost
and Works Accountants also appeared
before the Joimy Committee and sub-
mitteq their views to them.

The Bill as emerged from the Joint
Committee has taken note of the ohb-
jections raised by the various Cham-
bers and is definitely an improvement
on the original version. Apart from
the improvements made by the Joint
Committee, the Members will notice
that the Bill as adopted by the other
House, has undergone further changes

designed to relax some of the rigid
provisions of the Act. I believe that
the Bill in its present form will

achieve the objects for which it was
framed, namely to plug the loopholes
and at the same time to simplity pro-
cedural requirements as pointed out
by the various Chambers and Associa-
tions. As the principal changes made
by the Joint Committee have been ex-
plained in their Report, 1 need not
comment on all those changes. How
ever, I would like to make some ob-
servations on some of the important
amendments made by the Joint Com-
mittee and the other House.

In the first place I will take up
Clause 13 relating to proposed restric-
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tions on blank transfers. In order to
remove the possible hardships arising
out of the operation of this provision,
the Joint Committee had recommend-
ed certain relaxations. While consi-
dering this Clause along with the re-
commendations made by the Joint
Committee, the other House made cer-
tain amendments with a view to sim-
plifying its operation and removing
practical difficulties in its working.
The effect of these amendments is as
follows: —

(1) The requirement of obtaining
the prescribeq forms of transfer from
the prescribed authority has been done
away with. Instead it has been pro-
posed that the form of transfer as
prescribed by Government should be
presented to the prescribeq authority
for stamping the date of presentation
before it is signed by or on behalf of
the transferor. 1 am told that this
would remove the time lag involved
in obtaining the form from the pres-
cribed authority.

(2) Blank transfers of shares dealt
in or quoted on a recognised Stock
Exchange will be allowed to circu-
late till the date on which the Re-
gister of Members of the company
concerned is closed for the first time
after the date of presentation of the
transfer forms to the prescribed au-
thority, as against the period of six
months from the date of issue of the
transfer form as provided in  the
original Bill. I understand that this
modification might remove the diffi-
culty of multiple rates being quoted
for the same security on account of
transfer deeds of varying currency
being operated at the same time.

(3) The period within which blank
transfers of shares dealt in or quoted
on a recognised Stock Exchange and
held at the commencement of the
Act are required to be delivered to
the company has been suitably modi-
fied so as to extend the time to six
months or the date when the Regis-

ter of Members is closed for the first :

671RS—4.
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time after the commencement of the
Act, whichever is later. Apparently,
this modification is designed to re-
move the difficulties which the holders
of such shares might experience for
shortness of time.

(4) The exemption from the opera-
tion of the proposed restrictions in
respect of State Bank of India or any
Scheduled Bank or financial institu-
tions as approved by the Central
Government, is proposed to be ex-
tended to banking companies other
than Scheduled Banks as may be
approved by Government. 1 believe
that the hon. Members will be happy
to note that this amendment has been
designed to remove the difficulties
which the mnon-Scheduled Banks
might experience in the absence of
any exemption to them.

I may now say a few words about
clauses 20 and 23. Hon. Members
would kindly recall that in the course
of the debate on the motion for con-
currence in the proposal to refer the
Bill to the Joint Committee there was
much discussion on these two provi-
sions. The Joint Committee had modi-
fied clause 20 and restricted the power
of the Government so that it can re-
quire only a class of companies to
include in their books of account par-
ticulars relating to  utilisation of
material or labour as may be pre-
scribed, This is a significant amend-
ment recommended by the Joint
Committee as it will remove the ap-
prehension of the hon. Members that
the Government might  utilise this
power in respect of any company
irrespective of the fact whether it
belongs to any particular class or not.
While the Bill was discussed in the

other House it was felt that for the
purpose of maintaining the cost re-
cords of such companies, the inclu-

sion of other items of cost apart from
material or labour, would also be
necessary. Hence a formal amend-
ment was made in the other House
providing that the other items of
cost as may be prescribed by Gov-
ernment shall also be included in
the books of accounts of such com-
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panies. As the maintenance of cost
records will be necessary for the
purpose of cost audit of the company,
clause 23 of the Bill seems to be
closely related to clause 20. Accord-
ingly, the other House has amended
this clause so as to clarify that the
power of the Central Government for
directing the cost audit should bhe
used only in relation to companies
which are required to maintain cost
records in pursuance of the provision
of clause 20.

One of the important modifications
suggested by the Joint Committee re-
lates to clause 25 which deals with
certain facilities proposed to be given
to Inspectors appointed to investigate
various aspects of company matters.
The power of the Inspector to call for
information or for production of books
or papers for the purpose of his in-
vestigation, to be exercised with the
previous approval of the Central
Government, has been restricted to
calling for information, etc. only from
any body corporate and not from
any firm or from any individual

as
provided in the original clause. In
this connection it may be recalled

that the proposal contained in
clause 25 casts a duty on the com-
pany whose affairs are being investi-
gated or other body corporate to pro-
duce documents or furnish informa-
tion to any person authorised by the
Inspector in this behalf. This clause
has been modified by the other House
8o as to provide that the previous
approval of the Central Government
has to be obtained by the Inspector
before any other person could be
authorised for the purpose of this
section. I may also mention that the
Joint Committee has proposed that the
Inspector should return the books and
papers obtained from a company after
a period of six months with the pro-
viso that he may call for these docu-
ments again if they are needed. This
seems to be a welcome improvement
on the original proposal under which

[RAJYA SABHA]
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the Inspector could keep the books

for an indefinite period.

Lastly, I come to what may be
called the most controversial of the
clauses in the Bill, i.e. clauses 25
0 37. The original proposal was to
impose an absolute age limit of 75
years on the attainment of which
every director should retire. In the
course of discussion in the other
House, sirong feelings were express-
ed against this provision. On the one
hand the Members felt that the direc-
tors who have attained the age of 75
years should be allowed to continue
if approved by the shareholders. Some
of the Members however suggested
the deletion of this clause as well as
section 280 of the Companies Act. 1
thought that the old provision re-
quiring the shareholders’ approval for
the continuance of the director who
has attained the age of 65 did not
serve any useful purpose in practice
because we have hardly come across
any case in which such approval had
been refused. After due consideration
I felt that the House should either
accept the provision for an absolute
limit of 75 years or alternatively 1
would be prepared to completely
abrogate section 280. The matter was
therefore left to the decision of the
other House which ultimately decided
to delete the provisions in the Act
imposing restrictions on the age limit
of directors. I am sure this amend-
ment will be welcomed by the hon.
Members.

The other amendments to the Bill
effected by the other House are of a
drafting or consequential mnature. I
should like to close by saying that
the Bill which has emerged from the
Joint Committee and the other House
is a simple measure designed to regu-
late the working of the corporate
sector more effectively than hitherto
and for the common good. I am
aware of criticism about the frequent
changes in the Company Law, but
unfortunately we feel that in a deve-
loping economy such changes are
absolutely necessary for a  healthy
growth of the country’s economy. It
has often been argued that by intro-
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ducing amendments every now and
then Government curtails freedom
of persons engaged in corporate ven-
tures. The company method of busi-
ness organisation provides freedom
to these persons,to do business on
others capital. It is the duty of the
Government to see that the funds so
collected are properly spent and com-
panies are properly managed. So
long as anybody is doing nothing
wrong he has no reason to be afraid.
These regulatory provisions are
nothing but logical consequences of
that freedom given to the people to
use the company method of running
business. The freedom of the people
should be restrained subject to good
behaviour.

Madam, with these words I com-
mened the Bill for the acceptance of
the House.

The question was proposed,

Surt DAHYABHAI V. PATEL
(Gujarat): Madam Deputy Chair-
man, I have listened patiently to the
speech of the Minister. At the present
juncture, I am sure everybody in this
House will agree with me—in fact,
the attendance in the House shows
it—that our hearts and minds are
with our fighting forces on our bor-
ders and our mind is not exactly with
what is before us. I would like, even
at this stage, once again, to appeal to
Government not to go along with
measures of this type which are
bound to raise controversies, contro-
versies which are not at all necessary.
It is a pity that Government did not
listen to us in the matter of the Gold
Control Order, in spite of requests
nd appeals from all sides. Again, the
same,
The Prime Minister appeals for co-
operation from every section in the
matter of defence. He gets the willing
co-operation of people from all sides
of the House. Why then does Gov-
ernment take this attitude? Are the
heavens go in to fall if consideration
of a controversial Bill of this type is
not sought to be pushed through in
this manner? We know the history |
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of company law administration, the
history of how the company law has
been changed again and again. Is 1t
really necessary to do it? I would
particularly point out that a healthy
feature of the last company law Bill
was the co-operation or a sort of
balance that was brought about bet-
ween the greed for power of the
Central Secretariat and a sort of
semi-non-official or non-political offi-
cial body as the Company Law
Board. Why does the Government
want to do away with it? When it
was working  satisfactorily, when
there was a semblance of consultation
between the people who understand
business, people who know business
and Government, when people co-
operate with it, when that infused a
kind of confidence in the business
community, when between the Gov-
ernment and the administration of
joint stock companies we have really
built up a proper basis for co-opera-
tion and it is working, why then, at
this juncture, Government wants to
do away with it? Therefore, I would
like to appeal to the Finance Min-
ister, who is unfortunately not pre-
sent, but to him through his deputy
who is here and also to the Prime
Minister, to give a little second
thought to this and not {ry to pass
this in this manner and in this way.
If, after the last Companies Bill was
passed—I think it was in 1956—for
six years the companies have been
going on and have been working, it
could go on for a few more months
or years, if it is necessary. Perhaps
we could consider it in a calm and
detached manner, when I would hope
also that the greed of the Govern-
ment to acquire more and more power
in their misguided notion of taking
the country more and more towards
communism would have softened a
little. They should think again and
not punish the whole business com-
munity as a whole for the faults of a
few erring people. Whether it is
nationalisation of life insurance or
the Companies Bill, Government has
to admit, it is because of the fault
of the erring Government officers,
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whose duty it was to administer the
law but they failed to administer it,
that the whole business community of
this country and the country as a
whole is being punished by such
penal legislations, one after another,
which are hardly necessary. In spite
of this, the business community,
people from all sides of the House
who oppose these measures, come
forward willingly, in a most patriotic
spirit to help the Government at a
juncture like this. Is it not time for
Government to respond to this feel-
ing and consider whether it is really
worthwhile engaging the mind of
Parliament, engaging the minds of so
many officers and the whole machi-
nery of the Government on this mea-
sure, when perhaps it could be better
utilised for strengthening the defences
of the country?

We have also to take into account
the changing economic conditions in
the country., In view of the new
situation that has arisen perhaps the
whole outlook on planning will have
to be changed. If the whole outlook
on planning hag to be changed and
hag to be geared to defence, would it
not, in the same way, affect our think-
ing on company administration?
Company law in this country is al-
ready very rigid. The present Bill, if
I mistake not, is the seventh in a
series of Bills that had been intro-
duced by Government one after an-
other and it seeks to vest with the
execulive Government very wide and
arbitrary powers. 1 am totally op-
posed to giving such vast, arbitrary
powers to a Government, to say the
least—at this junciure I am not in a
mood to repeat the criticism or to
mention names—that has not been
able to acquite itself well or to get a
clean name in its ordinary working
and methods. How can you expect us
to support a Government that has not
been able to keep a clean name? Fr-m
the highest people have been charged
with corruption or protecting corrupt
people, which amounts indirectly to
the game, and whether they deny it
today or not facts have proved that

[RAJYA SABHA]
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the allegations made from this side,
from the Opposition, were not with-
out substance. In these circumstan-
ces, how does Government expect us
to support the granting of more and
more power to an executive Govern-
ment of this type? Changes in laws of
this type could only be made when
the existing laws become outdated,
I do not think it can be said that the
amendments made a few years ago—
I think it was in 1956—have become
outdated. I do not think it has been
given sufficient trial. Perhaps some
officials in the Ministry have become
outdated and they are not able to do
their work efficiently. Therefore, we
are in this soup.

There have been certain concessions
made, as pointed out by the hon,
Minister, in one or two matters, e.g.,
in respect of blank transfers. I do
mot know whether the concessions
that he has made are going to solve
the difficulties completely. What do
we want in this country? Do we
want rapid development or do we
want to build up an autocratic Gov-
ernment machinery that has complete
control of the life, of the business
activities and everything that the
people do? I happened to go out of
India for a few days and on my way
back I was stranded in Hong Kong
for a few days. I understand many
of our Ministers also go there. Why
do not they learn the lessons, viz.,
how practically the city has develop-
ed, in the city’s administration which
is not more than a hundred square
miles, how building activity is going
on, how buginess is going up, how
international trade has developedg_
how a large number of Indian resi’
dents, who came back to India a:e
refugees with hardly a penny, have-
gone there and made it a successful
business? It is possible because there
is no such Company Law there and
no such obstacle in the way of the
people at every stage.

Surt AKBAR ALI KHAN-
Pradesh): It is a free port.

(Andhra
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Sarr A. D. MANI (Madhya Pra-
desh): There 1is a lot of opium
smuggling.

Surr DAHYABHAT V. PATEL: It
is a free country, if I may say so,
much more than being a free port,

The Government has an eye for many
things, and it has been talking of
making free ports. I do mot know
whether one port here or there is
going to make a difference. But the
point is, if progress is possible in
freedom, why do you not give free-
dom to people? That is the point,
Madam, that I make. Unfortunately
our machinery of propaganda is so
poor that people do mot know why
we are fighting in Kashmir. Our
Ambassadors seem to be doing
nothing. The one in Hongkong seems
to be doing better. At least he brief-
ed the local mewspapers and there
was something of our side appearing
in the papers. Now I understand that
he is being transferred. At this par-
ticular critical stage he is being trans-
ferred to some other place. You
know, Madam, and many Members
in this House may know that he is
a person who would make a success
anywhere. But is it right that trans-
fers of this type are made when we
are told that we are passing through
a critical stage? Even the mover of
the previous Bill mentioned that in
this critical stage we might go only
thus far and then we would do re-
thinking. I am therefore appealing to
the hon. Minister not to press this
Bill in this manner at this stage.

Surr ABID ALI (Maharashtra):
And we should be reduced to Hong-
kong size which is smaller than out
city,

Surt DAHYABHAI V. PATEL:
Madam, Mr. Abid Ali has got very
funny ideas of things. I am afraid
there will not be many Members at
least on this side of the House who
will agree with him. But he has seen
Hongkong, he has seen Bombay and
he has seen other cities than Bombay.
Why does Bombay not progress so
rapidly which is a seaport, and why
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was it necessary for refugee mer-
chants of Sind who came to Bombay
to go away to Hongkong? It is be-
cause of the disabilities that the Con-
gress Government put in their way
at every stage. Why is building acti-
vity not going on in the city of Bom-
bay and why do we have so many
slums there? It is because of the dis-

abilities and obstacles placed in the
way of people who are able to go
ahead, not only for themselves but

also for the country.

Surt AKBAR ALI KHAN: My hon.
friend was the Mayor of Bombay.

Surr ATAL BIHARI VAJPAYEE
(Uttar Pradesh): He knows better.

Surt DAHYABHAI PATEL
Therefore, I speak frim experience.
Some of the Sindhi friends I met
there came as refugees and they did
meet me and I tried to learn some-
thing from them and understand
something. I am telling you some-
thing of my experience I wish the
Ministers who go there also do so
because it has been quite a practice
of Ministers and so many people in
our Ministries to go abroad so often,
I do not know what they tell us or
what they do not. Perhaps they tell
us what suits them; they do not tell
us anything of the other side. 1t
happened to be the Minister of Inter-
national Trade, Mr. Manubhai Shah,
who was at Philippines at the same
time as I was there. Why did the
Chief of the Broadcasting Office want
to have an interview with me and ask
me to speak before the television on
the present dispute between India
and Pakistan? If the Minister would
do it, they would not have asked me.
When Ministers go, perhaps they go
for other work and they have no
time for all this. But at this eritical
time when we are faced with an ag-
gression, when we are misunderstood
all over the world, was it is not
necessary for the Minister to do
that?

V.



Companies

3795

Surr A. D MANI. May I ask a
question? Did the Minister at least
make a press statement in the Philip-
pines?

Surt DAHYABHAI V. PATEL.
Unfortunately not. I accepted the in-
vitation I was asked to speak on the
television Then they reproduced it
on the Dbroadcasts. The next day
when I met people at the conference,
they said. “We did not know all this
What you have told us has opened
our eyes completely We do not
know anything about this” Madam,
I mention this today because we are
in this situation It may not be ex-
actly having a ocmplete bearing on
the Company Law before us, but it
does have a bearing on the manner
in which Government seems to think.
If Government thinks that there 1s
necessity for rethinking on many
things like the small Bill that was
before us 1n view of the present times
much more so 15 rethinking necessary
on a controversial Bill of this type In
the Select Committee report the num-
ber of minutes of dissent point out
how this Bill has been looked upon
It 18 true that the Congress Party has
a great majority in this House, and
therefore 1t has a large majority 1n
the Select Commuttee and 1t 1s able to
do it May I suggest that 1t 1s not
wise to use this majority in this man-
ner? Government at this critical
stage should be a little more respon-
sive to people of the opposition parti-
cularly when there i1s an opposition
which is constructive, an opposition
that 1s patriotic. Their patriotism is
above doubt They have no links or
alliances outside the country, whether
open or secret Therefore, it is the
duty of the Government to listen and
respond

AN Hon MEMBER: Reconstitute?

Sarr  DAHYABHAI V PATEL:
Certainly anybody should have done
1t long ago When this Government
went to war, they should have form-
ed a National Government But 1
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am not saying that just now Cer-
tainly since the Prime Minister has
made 1t a habit of taking all parties
or party leaders, whether 1n the
House or outside, 1into confidence, I
am sure he wull continue this prac-
tice At least he has given an indica-
tion that he proposes to do that Well
at this juncture 1s 1t necessary for
one Ministry of Government to pro-
ceed with a Bill of this type in this
way?

Madam, I will refer only to two or
three matters on which perhapg I will
say more when the clause by clause
conswderation of the Bill comes be-
fore us. I am not satisfied with the
concessions given 1n the matter of
pblank transfer. 1f the blank trans-
fer has been abused by certain peo-
ple, wunder the existing law the Com-
pany Law Admunistrator and the Re-
gistrar of Companie; have sufficient
power to check this The only point
18, they do not want to use 1t or they
have been reluctant to use it. Be-
cause they have been reluctant to use
1, Government seems to want to
make this as an excuse for getting
more power For instance, Govern-
ment had a Superintendent of Insur-
ance to look after insurance com-
panies and put them right, and the
Government with open eyes allowed
him to function from Simla, his whole
office and staff were at Simla, where-
as the head offices of insurance com-
panies were 1n Bombay or Calcutta
and there were a few in Delhi also.
1f the Superintendent had been func-
tioning at any one of these places,
perhaps his administration and his
pulling up of these insurance com-
panies would have been better, and
the evil that crept in would not have
been there and nationalisation would
not have been necessary as 1t 1s saud.
I repeat the same thing and the same
argument applies in this case. It is
not giving Government all power
that 1s going to correct all evils Some
friends on the opposite side and per-
haps a few on this side also have got
such notions that giving all power to
Government is going to correct every=
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thing It is a completely wrong no-
tion. Give power to Government if

necessary by all means, give it when
it 13 necessary bul only when the
existing power 1s used and when the
existing power 1s not enough. Look-
ing into the history of thus Company
Law Admnistration 1t appears that
the whole thinking of Government or
of Parliament has been based on what
has happened in respect of a certain
group of companies. A closer exa-
mination will show that 1t has been
the officers of Government who have
been failing every time. Govern-
ment should have dealt with the
erring, failing officers more strong-
ly. That would have prevented other
officers from being lemient and negh-
gent. But having failed to do that,
they brand the whole class of busi-
nessmen, the whole private enter-
prise, as bad, and they want to pass
such oppressive laws. Such oppres-
sive laws will mean more paper work
certainly and submutting of more
forms to the Government offices. And
what submitting any forms to the
Government of India will mean, any-
body knows—it will open the door to
more corruption which neither helps
the country to progress nor helps the
business men nor 1t bringg in more
revenue to the Government It i1s the
same viclous circle going round. Is it
not time, 1n a crisis like this, that
Government tried to break through
thig vicious circle and came forward
with a new outlook? If the people of
this country can rise in a crisis like
this unitedly in a patriotic spirit,
surely, the businessmen of this coun-
try also will do the same if you make
the right appeal. (Interruptions)
fadam, people who get their inspira-
ion from countries outside India
will never face the facts and I hope
that our Government keeps a com-
plete and good watch over them.
Those people who have seen things
here, those people who have lived
in this country, have been patriotic
always; the Government has no rea-
son to doubt it. Certainly, there is
a thing called greed; human beings
have greed. But the way of curbing
greed is not this and the people who
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are greedy, people who wapt money,
they have always been able to go
beyond the law every time the Gov=-
ernment has made 1t. Has the experi-
ence ot the past six Companies Acts
made the Government even the least
wiser after so many years of experi-
ence? Government 1s also being mis-
led by certain businessmen in their
ranks who try to run with the hare
and hunt with the hounds. They sup-
port the Government here when 1t
suits them; when they go to the meet-
ings of the Indian Chambers of Com-
merce oy the Federation of Chambers
of Commerce they talk strongly
agamnst the Government. I say, take
sufficient notice of them. This country
has always had Amin Chands who
have let it down. Even mn America
they were people like Arnold who
had let the Government down in
moments of great crises. What the
country needs 1s rethinking; what the
Government needs 1s rethinking.
Prime Minister Lal Bahadur Shastri
has shown that he 1s capable of ris-
ing to some of those heights at cer-
tain junctures Will he be able to do
that further? 1 will not say more
now. But when we are on the clauses
of the Bill, I will take the oppor-
tunity of speaking on them later.

Surt RAJENDRA PRATAP SINHA
(Bihar): T have heard the speech of
my hon. friend, Shr1 Dahyabhai Patel,
and 1 have been trying to find out
what he wants to say about the Com-
panies Bill He has hardly said any-
thing on the Bill itself. But he has
been talking all kinds of things be-
cause he always speaks for the sake
of gpeaking and for the sake of oppos-
ing the Government. Well, I could
only conclude that he hag nothing
material to say against this Bill, and
therefore he has not been able to
marshall any facts in opposition to
this Bill. That is all that I could
conclude from the speech that he has
just delivered.

Now, Madam, I entirely agree with
the fact that the corporate sector has
to play a very important role in the
development of the economy of this
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country and the Company Law is de-
signed merely to help the growth of
the corporate sector. Thig is what I
maintain. Now, the corporate sector,
as the Minister has said, has funds
invested either by the large number
of the public who invest money in
the shares of the companies or the
corporate sector today is finding large
sums of money from the different
financial institutions set up by the
Government. The corporate sector
today also largely gets investments
not only from foreign private enter-
prises but also from foreign financial
institutions, 71t 1s very imporiant
therefore that the monies invested in
the corporate secior should be pro-
perly utilised ang it should be geen
that no fraud is committed upon the
moneys so raised, by a few unscru-
pulous company managements. It is
merely to safeguard that that the
Company Law has been revised and
this Bill has also been brought for-
ward. If the investing public, if the
foreign investorg who invest in India
and if the financial institutions have
got the confidence that the moneys
invested in the corporate sector will
not be misutilised or willl not be
misapropriated, then there will be a
greater flow of funds into the cor-
porate sector. Therefore it is impor-
tant that the corporate should be
properly managed and with a view
to seeing that the corporafe sector is
properly managed and that nobody
plays with the money given to the
corporate sector, this Bill has been
brought forward.

Sari DAHYABHAI V. PATEL:
Only Government officers can say.

Surt RAJENDRA PRATAP SINHA:
Well, T will come to that point also.

Srrr DAHYABHAI V. PATEL:
Ministers.

Surt RAJENDRA PRATAP SINHA:
Well, I cannot carry on with
the running commentary that the
hon. Member is making of Ministers

[ RAJYA SABHA]

(Amdt.) Bill, 1965 380o
and Governments, without having
any specific relation to facts. If we
look into the Report of the Vivian

Bose Commission, we will find what
types of frauds have been committed
on the moneys raised by public sub-
scription. Now we have got to safe-
guard that such things may not hap-~
pen agaa. What is the safeguardy
The best safeguard is that you have a
perfect lew. When we have got a
good and perfect law, a law which
provides all kinds of safeguards
against snuch a mischief being done,
that zlone will act as a deterrent
against persons acting in the manner
in which they did in the case of the
Dalmia-Jain group of industries. I do
not know what my hon. friend means
when he says that the officers did not
discharge their duties properly. I can-
not understand what he means by
that. The officers discharged their
duties according to the Company Law
existing at that time and they will
continue to discharge their duties as
the law i now in existence. If cer-
tain people take advantage of some
law or of the loopholes in the exi-t-
ing law to commit certain frauds,
how are the officers responsible for it?
The only way to stop them is to plug
the loopholes. That is why we have
provided so many clauses, because
we find that whenever prosecutions
are launched and whenever an in-
vestigation is undertaken of any com-
pany, the directors or the managing
agents or the people who have con-
trol over the company non-co-operate
with the investigating authorities.
Now, what have the officers to do

with that? We have got to provide
that such non-co-operation is done
away with. Therefore the variot

clauses have been provided so thLamee
either the people would not commi

such fraud or if an investigation is

started, they do not hamper that.

T was reading through the Annual
Report of the working of the com-
pahies—it ig the latest one—and 1 find
that there is still need for vigilance,
for improving our administration and
also for strengthening the Company
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Law because people are still not fully
co-operative with the Company Law,
as they ought to be.

In paragraph 99 the report says:

“The progress of investigation in
several cases was hampered by the
dilatory, evasive and obstructive
tactics adopted by the managements,
One of the companies under in-
vestigation has gone into voluntary
liquidation. In one case the court
has had to be moved for production
of documents under section 240(3)
of the Act. Another company has
obtained a stay order from a High
Court and investigations in 3 other
cases had to be postponed on
account of the petitions submitted
to the court by the managements.”

You will find that the Company Law
Board is taking full precautions that
these things do not happen, but they
are not in a position to take full and
effective steps unless the present Bill
is enacted and full powers are given
to them that these dilatory tactics
may not be adopted by the manage-
ment.

Another point which has been made
by the critics of this Bill is that it
will adversely affect the growth of
the corporate sector when it has such
complex laws on company matters.
Now, I was looking through this re-
port and T find that the corporate sec-
tor has been steadily expanding in
spite of the fact that we have got
such a voluminous and complex com-
pany law and because, zs the Minis-
ter has said, the people who are not
out to do some mischief in the cor-
porate sector, do not get terrified or
afraid of such complex or volumin-
ous laws, it is only those people who
are out to do some mischief that are
afraid of such legislation. Madam,
even some hon. Members in the other
House said that the corporate sector
will get a set-back if such laws are
enacted. I find that the corporate
sector hag been steadily increasing
and expanding ever since the Com-
pany Law came into operation in
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1955-56. Now let us take only the
public companies and you will find
that now the registration of public
companies has been going on steadily
from year to year. From 1956 to
1964-65 there has been steady growth
of the formation of new companies,
The report gays:-

“ ‘This reduction in the numbex
of companies should not however
be constituted as a decline in the
activities of the corporate sector in
the country,” as despite the fall in
number, the paid up capital of com-
panies had recorded a continuous
upward trend since the new Com-
panies Act came into force.”

1 fing that the paid up capital has
gone up rapidly from Rs. 9,582 crores
in 1955-56 to Rs. 15,69° 3 crores in 1964-
65. Therefore, it is proved by this
data that the growth of the corporate
sector has not been steady, and 1
maintain, Madam, that even after the
enactment of this Bill the growth of
this sector will go on as it has been
going on in the past,

Now I would like to refer to some
of the clauses that are there in the
Bill. T agree with the Minister that
this Bill has been largely improved
as a result of the discussions in the
Joint Committee. When they discus-
sed it they took into account all the
points of view raised by different par-
ties who gave evidence before them.
The Committee tried their best to
meet the objections raised by many
of the memoranda. I am glad the
Minister has said that the Bill has
been further improved by its passage
in the Lok Sabha excepting one or
two clauses about which I would say
shortly.

Since we have got very few amend-
ments before us I would like to com-
ment upon some of the clauses. Al-
though clause 3(ii) talks about the
enlargement of the definition of offi~
cers, I find that this is not a new
concept. This concept has always
heen in existence in the Company
Law and other laws. Tt is important
that the concept of the definition of
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“officers” should be enlarged as pro-
posed in this Bill. The objection that
they are a professional class of per-
sons does not hold good because the
professional class of persons are cove-
red under section 7 of the Act which
gives them exemption from coming
under the mischief of this clause.

[TeE Vice-CHAIRMAN (SHRt M. P.
BuArcava) in the Chair.]

Now, clauses 5 and 15 were also
improved by the Joint Committee.
The existing companies need not re-
cast their memorandum in order to
give the main objects, the ancillary
objects and other objects. It is only
the new companies which will come
under the mischief of this Act. Simi-
larly, in clause 15 we have improv-
ed upon the original provisions, and
ag it has now emerged, it is more
acceptable to the business community
Now the existing companies will have
to take the permission of the share-
holders only if they go on such ob-
jects of manufacture which are not
germane to their existing line of acti-
vity. The new companies will now
have to have a set of different
Memoranda, and when they go out
of their first main object, then alone
will they have to take the permis~
sion of the shareholders. The best
portion of this is that the company
is now in a position to permit itselt
to go into other lines even if they do
not pass a majority resolution. If
they just pass a resolution they can
go into new lines. This will meet
the criticism that their competitors
can thwart the activities of some of
the expanding business of some of the
.companies.

Coming to clause 13 which deals
with the blind transfer, I think that
all the objections that have been made
by different interests concernedq have
been largely met. Now it was urged
before us that the blank transfer
should be continued for one year.
That has been largely met by the
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amendment made by Lok Sabha, as
explained by the Minister, that the
currency of the blank transfer will
be till the closing of the members’
register at the time of the annual
general meeting. Then to remove
hardships it has been provided tihat
in some cases the Government may
have power to give them the power
to ratify the period of the currency
of the blank transfers.

Coming to the clause regarding cost
audit, it is a very good concept that
we must introduce the cost audit con-
cept in our indusiries and make them
cost-minded. I agree that to-day
there is not a good deal of costing
done in the industries but in order to
improve the efficiency in the work-
ing of the industries it is important
that the element of cost accounting
be introduced. Tt is good that the
Government will gradually introduce
thig cost accounting in certain classes
of industries or certain classes of
companies and now the cost audit
will only be done where the Gov-
ernment has announced that the com-
panies will maintain the neeessary
cost records. Now as regards the
controversy that it should be done
only by Cost Accountants or by the
Chartered Accountanis also, T do not
think there is any justification in
carrying on such a controversy be-
cause it is already provided in the
Bill that the cost audit will be done
by Cost Accountants and the powers
have also been given to the Companies
or the Government to get this work
done by Cost Accountants or by
other persons it they are qualified to
do it. I do not think the Cost Ac-
countants will suffer on that account
and I have seen an amendment that it
should only be done by Cost Account-
ants. As a matter of fact if you look
at the course of study of the Char-
tered Accountants glso, you will
find that they are conversant with
costing work also and they can easi-
ly do it and when the time comes,
when we have more and more of Cost
Accountants, then probably we can
think of keeping this reserved for
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Cost Accountants but to-day if we
have such a provision we have not got
sufficient Cost Accountants to do the
Jjob.

Coming to the other clause intro-
duced by the Lok Sabha for the re-
moval of the age-limit, T would say
that T do not agree with the amend-
ment introduced by the Lok Sabha.
There should be a limit on the age
and the directors should retire at 75.
1 fully endorse the amendment mov-
ed by many friends of this House that
we should have a limit on the age
and the director should be asked to
retire at 75.

Surr M. N. GOVINDAN NAIR
(Kerala): Mr. Vice-Chairman, I
broadly support this Bill though 1
see that certain clauses could have
been made restrictive but I was very
much amazed at the speech of Mr.
Patel. It seems that he has comple-
tely forgotten the background n
which this Bill was brought here. We
had occasion to discuss the Vivian
Bose Commission Report in this
House. That report was an epic in
itself. It showed how the modern
Kauravas function in this country.

Sart DAHYABHAI V. PATEL: Do
you mean that Pandavas are sitting
opposite?

Surt M. N. GOVINDAN NAIR:
I never said that. .

Sert DAHYABHAI V. PATEL: 1
am glad you did not.

Surt A, D. MANI: Pandavas are
here.

Surr M. N. GOVINDAN NAIR: But
we were all shocked at the way in
which the investing public were de-
frauded by the business houses. We
also at that time knew or heard from
the Treasury Benches that they were
helpless to do anything because there
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were certain loopholes. At that time
they told us that they were entrust-
ing this is to the Daphtary-Sastri
Committee to find out what are the
loopholes and how they could be
plugged. So, it is after all that, this
amendment Bill has been introduced.

Surt1 DAHYABHAI V. PATEL:
They have gone far beyond that.

Surr M. N. GOVINDAN NAIR: I
do not think they have gone far
beyond and my complaint js that they
did not go to the extent they should
have. Shri Patel forgets that the Com-
varry Law st is a great concession
to the business community of this
country. Without even the least
risk, without even investing a single
pie, because of the Company law,
the promoterg are permitted to collect
huge funds from the public and do
business. I ask you, even in a capi-
talist society, even in any of the
continental country, is this freedom
permitted? From the Vivian Bose
Commission Report itself it was
clear that without even investing a
pie just by printing the prospectus
and making some book adjustments,
one could get a certificate for starting
business. That has been pointed out
in the Vivian Bose Commission
Report. Now gsome amendment is
brought to say thrat the money should
be deposited in some bank and tlien
only the business can be started. I
ask Mr. Patel whether he is opposed
to this.

It hag again been pointed out—that
too is in the Vivian Bose Commission
Report—that in the memoranda of
association they put in everything
under the Sun and nobody knows
what type of business the concern
will be undertaking. An example has
been quoted—of Dalmia Jain Airways
-~where a company was floated in the
name of Dalmia Jain Airways but the
business they did was something else.
They dealy with spare parts or other
vehicles that are old which are left
over by the Uniteq States, etc. and
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they made a lot of profit but actually
the Company—the Dalmia Jain Air-
ways—did not make any profit by that.

But the money was pocketed by
these people, and it is very well put
in the Vivian Bose Commission’s
Report. And now, if by this Bill some-
body insists that the objects shoulg be
clearly stated, why should my friend
object to it, and that too in the name
of emergency? Because there is a war
going on our borders he perhaps
wants freedom for his friends to
defraug the people,

Surr DAHYABHAI V. PATEL: He
is only showing ignorance of the
memorandum and articles of associa-
tion, which are there all over the
world, and jt js the normal practice.

Surt M. N, GOVINDAN NAIR: But
is 1t a fact, or is it not a fact? You
tell me whether or not in the Vivian
Bose Commission’s Report this parti-
cular instance was quoted and it was
recommended that the Government
should take necessary steps to see that
this thing does not repeat itself,

Then again in the matter of holding
shares in fictitious names, jt has
been pointed out that shares to the
extent of sixteen lakhs of rupees n
a public company were applied {or
in the name of non-existing share-
holders. Should not the Government
do something to check it?

Again with regard to blank trans-
fers, my friend was very very eloquent
about it. My complaini to the Gov-
ernment is that they should have
taken this opportunity to completely
ban these blank transfers. Instead of
that the Joint Committee further
watered down the provisions that
were already there. The Vivian Bose
Commiszion Report has also pointed
out the defects in the existing blank
transfers, how the taxes are avoided,
how the beneficiary is not brought to
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light; all these things have been dealt
with. So when we bring it some-
thing, though not to my satisfaction,
and some restrictions are sought to be
placed on them, my f{riend is very
angry with it and he sayg that there
is a war on the borders and so this
is not the time for all that.

Then with regard to these accounts
and balance-sheets, well, they had to
be gone through by cost accountants,
ete. On that also I do not know why
my friend should be opposed to it.
There glso the Vivian Bose Commuis~
sion Report has placed so many facts
before us.

Sarr A. D. MANI: Not about cost
accounts.

Surt M. N. GOVINDAN NAIR: Not
about cost accounts, but about the
way in which there was misappropria-
tion and all that. And the only
guarantee to the investing public is a
proper auditing of the accounts. Is
it not? And why should my friend be
opposed to tlat provision? I cannot
understang it. He wants the whole
Bill to be withdrawn in the name of
emergency, and he is appealing to the
Government that thig patriotic section
should not be irritated by this kind of
Bill. Well, about the patriotism of the
business section whom he represents,
we have ample proof.

Surt DAHYABHAI V. PATEL: 1
represent the State of Gujarat in this

House; I do not represent the business
section here.

Surr M. N. GOVINDAN NAIR: But
you advocate the cause of the busi-
ness community.

Surr A. D. MANI: Of Gujarat.

Surr M. N. GOVINDAN NAIR: Now
whether Gujarat, or outside, I am not
bothered, but what was their
behaviour? When in 1962 we had the
Chinese aggression, when the entire
people were called to respond to the
situation, how did this businesgs com-
munity respond? Can you say that it
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was a very patriotic response from
their side? Compare notes and see
how the working people in this
country behaved at that time what
was their contribution, and what was
the contribution of the business com-
munity. It is on record. Then, even
after that 1t hras noi improved—-1
need not narrate the whole story.
Then he mentioned about the Gold
Control. The Government was trying
to unearth gold, but how did the
business community respond? Again I
am not supporting the Golg Controi
Order.

Companies

Sart ARJUN ARORA (Uttar
desh): Why not?

Pra-

Surr M. N. GOVINDAN NAIR:
Because that wag wrong, Dbecaus2
Government had failed to unearth the
gold and that was another matter. But
when somebody speaks in terms of the
patriotism of a particular business
community, we have to remind him
how they behaved, how that com-
munity behaved.

Then again there was the question
of black money amounting to crores
of rupees. What happened? How did
they respond? Now this opportunity,
even this war opportunity is utilised
by the business community to make
more profits. I ask you, you have . een
during the last fortnight how the
prices have gone up, of every article
in the market. Iy this the way the
business community, if it is patriotic,

is to behave? And he wants
licence for the business commu-
nity to loot the people. So if you

are patriotic and if the business com-
nity is to be made patriotic too,
you have to take ile steps by which
‘the loopholes that are already in the
company law, are properly plugged.
Instead of helping in that process,
and instc1l ¢f heiping the business
community itself to change their atti-
tude and approachr in the matter cof
making profits, I am very sorry that
my hon. friend is irying to befriend
them and help them in the looting of
the people.
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I do not want to go into all the
clauses about which mention was

made, but I have only to say this
that T do not agree with one amend-
ment that has been accepteq by the
other House, and that is with regard
to the age limit. I think even the age
limit at seventy-five years was going
a little too far, When people get old,
their faculties will not function as
they used tg do. So no useful purpose
will be served except getting the
remuneration if 3 man above seventy-
five is still to continue as a director.
There may be some exception some-
where, but normally a man above
seventy-five should be alloweq to

retire ang lead a peaceful life instead
of his

getting involved in the
directorship of companies.
THE VIcE-CHAIRMAN (SHrr M. P.

BHrarcava): Mr, Govindan Nair, are
you likely to take more time?

Surr M. N. GOVINDAN NAIR: Five
minutes more, Sir.

THE VICE-CHAIRMAN (SHrRr M. P.
BuaRrRGAVA): So you can continue
after lunch, The House stands
adjourned till 2 p.M.

The House adjourned for
lunch at half past twelve of
the clock.

The House reassembled after lunch
at two of the clock, THE VICE-
CHAIRMAN (SHRT M. P. BHARGAVA)
in the Chair.

Sunt M. N. GOVINDAN NAIR: Mr.
Vice-Chairman, another point on
which my hon, friend, Shri Dahyabhai
Patel, raised a complaint was about
giving too many powers to the Gov-
ernment, I would agree with him in
what be says if the powers conferred
on them are not properly utilised, for
then they woulg be of no benefit.
But that does not mean that the Gov-
ernment should not be given the
necessary powers. Here again, on the
basis of the Vivian Bose Commission’s
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Report, it was found that the Com-
pany Law of 1956, did not empower
‘the Government to investigate into
the affairs of companies, as was
needed by the situation. So in hat
Report, you will find how the com-
pany managements were trying to
evade proper investigation. Again it
had been pointed out that they were
destroying the necessary documents so
that no incriminating material may
fall into the hands of the Govern-
ment. So in this measure an attempt
is beirg made to prevent these two
things, namely to have enough
authority to investigate and then also
to see that the documents are not
destroyed but are maintained for at
least eight years even if the company
goes into liquidation or is amalga-
mated with other companies. So from
this it is clear that all the provisions
are just enoughr to prevent j rcpeti-
tion of the crimes that were commit-
ted earlier by these concerns.

Companies

One argument of my hon, friend
was that if one had committed a
mistake why shoulg all be punished?
I canno! understand the logic of this
argument, because this one concern
was able to commit these things
because there were loopholes in the
Company Law, and utilising one loop-
hole oy the other, they were able to
manipulate things like this. So by
preventing or plugging these 1loop-
holes, the honest businessmen are not
going to suffer any hardship. They
never utilise these lacunae for expro-
priaticn of funds or for making undue
profits or things of that sort. That
being so, plugging these loopholes in
the law should not create any heart-
burning for my hon. friend.

With regard to the Bill ang its
provisions. when some of these provi-
siong were discussed earlier, one hon.
Member raised a point to which the
hon, Minister replied that when the
Bill came through the Joint Select
Ccmmittec there would be some provi-
sion made by which that point would
be met (Time bell rings.) I will finish
in a minute, Sir. It was, I think, my
hon. friend, Shri Pathak, who raised
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that poinl. He asked: “What is the
use? 1t is gl right your punishing the
directors for all their crimes. But what
about the shareholders who have
suflfered the loss? Will you not do
something to compensate their loss?”
That point was raised by him, angd the
answer given by the hon. Minister at
that time was that he would see
when the Bill came through the Joint
Select Committee some provision was
piovided in it. But unfortunately he
seems to have forgotten about the
promise he made, or I do not know
what happened. Anyway, 71 do not
find anything in the Bill.

There is another point. In place of
the advisory commission, they are pro-
posing to appeoint a committee. But
no gsufficient reason has been given
why this advisory commission has
been given up. At the time in 19586,
when this Company I,aw was being
discussed, Members had stressed the
necessity for such a Commission and
how it was going to create proper
conventions and all that. But now
suddenly the Government have decided
that this commission should go and
only 8 committee should be there. I
think it is better that the old advisory
commission is maintained as it is,
instead of having this new advisory
committee.

Finally, T would say that broadly T
support this Bill, But with regard
to the provision agbout this blanktrans-
fer, 1 think i{ would have been better
if the Government had decided to
completely ban it, except in the case
of Yoans or for mortgaging and so on.
But the Government does not seem to
hold that view. In that way, 1 feel
that this Bill has not been up to the
expectation, Otherwise I support the
Bill.

Ssrr G. S. PATHAK (Uttar Pra-
desh)* Mr. Vice-Chairman, I welcome
this Bill and I think that it contains
many salutary and beneficial provi-
sions. It has been said that re-
peatedly you should not change
a law 1like the Companies Act.
But this attitude or this view
disregards the fact that this Bill
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is only a logical sequence to the Com-

missien which was appointed in the
year 1956. That Commission made
certain recommendations and those

reccommendations were made  with
a view to the alteration of laws. In
fact, that Commission was instituted in
order to make an investigation into
the prevailing evils with a vicw to
the future action which the Govern-
ment might take. Now, when that
Report was being discussed in this
House it was emphasised that action
should be taken. The Government
took into consideration the views of
the Members of Parliament, studied
the recommendations of the Report
and this Bill ig only the implementa-
tion of the recommendations of the
Commission. To say today that this
Bill might not be passed or this Bill
should not be taken into consideration
with a view to making it an Act, I
submit, is quite contradictory to the
attitude which we have always taken
with regard to the Commission which
was instiluted in 1956. All this work
during these ten years will be oblite-
rated if opposition to this Bili were
allowed to prevail.

Now, Mr. Vice-Chairman, there are
a few ‘observations which you will
permit me to make with regard to
some of the provisions of the Bill.
May 1 invite the attention of the House
to pages 10 and 11 of the Bill? The
bottom 'of page 10 contains sub-sec-
{ion (4A):

“The Central Government may, by
general or special order, direct that
i the case of such class or descrip-
tion of companies as may be specl-
fiad in the order, the auditor’s report
shall also include a statement on
such matters as may be specified
therein:”,

Now I v'sh to dav the attention of
the House to the proviso:

“Provided that before making any
such order the Centra] Govern-
ment may consult the Institute of
Chartereq Accountants of India
constituted under the Chartered
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Accountants Act, 1949, in regard
to the class or description of com-
panies and other ancillary matters
proposed to be specifieq therein
unless the Government decides that
such consultation is not necessary
or expedient in the circumstances
of the case.”

The question ig this. What is meant
by this word ‘may’? Is it the inten-
tion of the Government that it will
be optional with the Government to
consult or not to consult thre Institute
of Chartered Accountants?

Sart AKBAR ALI KHAN: The
following portion then becomes irrele-
vant,

Smarr G, S. PATHAK: If you lock
into the Report of the Joint Committee
on page (viil), paragraph 22, you find

it says:

“The Committee also feel that the
Central Government should consult
the Institute of Chartered Account-
ants of India before issuing or-
der. .

Now I want 3 clarification on this
point. Is it the view of the Govern-
ment that consultation would be per-
missive and optional or is it.the view
of the Government that the Govern-
menit must consult unless what fol-
lows later, i.e., unless the Government
decides that consultation is not neces-
sary? Now if the view is that it is
copmulsive then I would suggest that
the proper word should be used, i.e.,
‘shall’. Otherwise the result will be
that if the matter goes to the court
there will be centroversy and it will
be said that only option was given to
the Government and that the Govern-
ment may or may not consult. This
will raise a question there which will
unnecessarily occupy the time of the
court as to whether ‘may’ could be
read as ‘shall’.’ We all kinow that
‘may’ prima facie is not ‘shall’; ‘may’
merely gives an option. It is only in
a rare case the court is compelled to
hold that in the context and in the
circumstances of the case there was
a compulsive effect given by Parlia-
ment. On the other hand if the word
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‘may’ was intended to possess a per-
missive or optional effect then in that
case the result will be very anomal-
ous. Now this is an exception. The
Government may or may not consult
but if the Government decides that
such consultation is not necessary
then what? Even then the Government
may or may not consult. Now this
snomaly should be removed because
it is our duty as legislators—I say
with gll respect to Members of this
House—to see that clear language is
used so that the courts’ time may
ot be unnecessarily occupied and no
Judge should be able to say that any
provision of the law was ill-drafted.
That is one observation which I had to
make.

Then I very strongly support clause
20 which you will find on page 8 of
the Bill. Sub-clause (d) there says:

“In the case of a company pertain-
ing to any class of companies en-
gaged in production, processing,
manufacturing or mining activities,
such particulars relating to utilisa-
ticen of material or labour or to
other items of cost as may be pres-
cibed, if such class of companies is
required by the Central Govern-
ment to include such particulars in
the books of account;”

Now the way in which income-tax
was evaded was that the cost of raw
material was inflated in the Dbooks;
-expendiure was inflated; profits were
under-assessed or under-stated. Now
this evil was rampant and this provi-
sion will strike at that evil because it
will not be possible or at least it is
not likely that that evil would con-
tinue gfter this provision comes into
force.

Now clause 49 o1 page 21 deserves
the consideration of this House as it
rajses a question of great importance.
Section 394 of the Companies Act
gives the power to the court to sanc-
tion or not to sanction a compromise
-0r any arrangement. Now this provi-
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sion is added and as a result of this
provision the power of the court be-
comes limited because it says:

‘Provided that no compromise or
arrangement proposed for the pur-
poses of, or in connection with a
scheme for the amalgamation of a
compaly, which is being wound up,
with any other company or com-
panies, shall be sanctioned by the
Court unless the Court has received
a report from the Company Law
Board or the Registrar that the
affairs of the company have not
been conducted in a manner pre-
judicial to the interests of its mem-
bers or to public interest.”

Therefore the power which belongs to
the court under the existing section
394 has received a limitation. There is
a prohibition on the exercise of that
power umless it has got a report from
the Company Law Board or the Re-
gistrar about the conduct of the
affairs of the company. The result
therefore is that the Registrar or the
Company Law Board has got the final
voice in the matter as to whether the
conduct of the company is proper or
not. I could have understood a pro-
vision by which they had the right to
make g representation to the court
that the conduct of the affairs of the
company was prejudicial to the in-
terests of its members and the court
had decided on it. The court has to
decide such questions in connection
with other sctions but here what has
been done is that the court has been
converted into a mere registering
authority of the decrees passed by the
Registrar or the Company Law Board.
I submit, Sir, that in principle it is
wrong to deny the power to the court
in matters where the interests of the
companies or of the citizens are in-
volved, It may be that certain pro-
visions may be made which, as I
have submitted, enable the courts to
decide matters on a representation
made by the executive or the Regis-
trar or the Company Law Board but
to give the final authority to the Re-
gistrar or the Company Law Board
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in such matters in which the rights of
other people are concerned, I submit
is not right in principle; and I would
therefore, request the Government to
consider this aspeet. Although I
am very anxious, and the whole
House is very anxious, that dishonesty
must be prevented, dishonesty must be
punished, we are also anxious that
the honest may not suffer and that
protection can be given only by the
courts. Any legislation which curbs
the ordinary authority of the court in
a matter where the rights of the
people are concerned would be ob-
noxioug in principle. Parliament has
got the right to do it; the powers of
the courts may be taken away by the
Parliament but that should not be
done.

I now come fo the question of the
age of directors. I mean no disrespect
to those who want to limit the age to
seventy-five when I say that those
who do it have no confidence in them-
gselves. 1 have seen people in {full
possession of their faculties after
they have passed the age of eighty. In
my own profession there are g num-
ber of people who have passed the
age of eighty and who can work
better than those who are in their
fifties.

Surr AKBAR ALI KHAN: That is
an exception.

Surr G. S. PATHAK: No excep-
tion. There are many. 1 know of
iwo persons who have passed the age
of ninety and who still go to court.

AN Hon, MEMBER: Only two?

Surr G. S. PATHAK: Only two
but comsider this. Why do you dis-
qualify people by such an arbitrary
standard? Why should it not lie with
those who are concerned with the
affairs to decide whether a person is
in a position to work efficiently or
not?

Surr A. D. MANI: I would like
10 ask the hon. Member whether his
attention has been drawn to a United
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Nations Report in which after
seventy-five persons are described as
very old. He said that persons past
the age of eighty are active in his pro-
fession but how many persons, after
seventy, have become senile? He
must know the proportion of people
who have become senile in mind when
he makes a proposal like this.

Tar VICE-CHAIRMAN: (Sert ML
P. BrArRgavAa): Mr. Pathak, it is
time you wound up.

Surr G. S. PATHAK: 1 did not
know that my distinguished friend is
a statistician also. If he assures the
House that he has calculated the num-
ber of people who are not able to
work after seventyfive and those who
are able to work . . .

Surr JAIRAMDAS DAULATRAM:
(Nominated): Dr. Kunzru.

Surr G. S. PATHAK: Yes, Dr.
Kunzru and many others. But, why
should you disqualify people wunless
there are grave reasons to disqualify
them? I have had the opportunity te
shake hands with a man aged ninety-
eight working in the fields a few
weeks ago. I had an occasion to go
to Russia and in the State of Georgia
I was told that there were people
who were one hundred and thirty
years old, one hundred and forty
years old and I asked one of those to
take me to a place where 1 could
shake hands with a man who is a
hundred years old. I was taken to a
garden where a man was working
and he was aged ninetyeight years.

Tae VICE-CHAIRMAN (SHRI M.
P. Buarcava): Yet two years short
of a century.

Surt G. S. PATHAK: Therefore,
why should we indulge in this lack of
confidence and not see that there are
many people in this country who are
able to work? In my profession,
physical exertion ig also required but
in a directors’ meeting, it is only just
about an hour’s business. This curb-
ing, I submit with respect to those
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who hold the opposite view, is not
justified. Thank you, Sir.

Suri SURESH J. DESAI (Gujrat):
Mr. Vice-Chairman, Sir, the Com-
panies (Amendment) Bill which is
before the House is more or less
based on the recommendations of the
Vivian Bose Commission and the
Sastry-Dapthary committee. The
broad objects of company law any-
where in the world are promotion and
growth of companies in the corporate
sector, regularisation of that sector
and, at the same time, protection of
the bora fide investor, that is, the
public. Usually the shareholders have
no inclination nor even the capacity,
to go into the affairs of any company.
What happens usually is that when
the annual report comes, the share-
holder looks to the notice to see whe-
ther there is any item relating +to
the declaration of dividend. If he
finds this item, “declaration ot divi-
dend for the year such and such”
then he goes to the next page of the
Directors’ Report to find out the
quantum of the dividend to be de-
clared. That is the only thing that
he looks forward to. That is why
Government has to step in to see that
malpractices and irregularities are
removed and the companies function
properly in the interests of the coun-
try and in the interests of the share-
holders. There are twenty-six thou-
sand five hundred and sixty-three
companies in the country. I may say
that the Department of Company
Affairs and the Company Law Board
have functioned very successfully and
are managing the affairs very well.
The authorities have to strike a
balance. On the one hand they have
to see that the bona fide growth of
the corporate sector is not fetlered
and, on the other hand, they have to
protect the interests of tHe investors
and the public. I say, Sir, that they
are doing their work really well.

There is a marked difference bet-
ween the Bill that was introduced in
this House and in the other House
and the Bill that has come out of the
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Select Committee. I must pay a com-
pliment to the hon. Finance Minister
because he was very accommodative
and very co-operative and he took
the most reasonable attitude in the
Select Committee and saw to it that
while the Bill was not watered down
it did not unnecessarily hamper the
growth of the corporate sector and
the industries. I must congratulate
the Finance Minister for the very
helpful atiitude which he adopted in
the Select Committee, of which I had
the privilege to be a Member.

Coming now to the Bill, Sir, the
changes which have been made by the
Select Committee are necessary and
good. I will refer to clauses 5 and 15,
taken together. The original Bill pro-
vided that the Memorandum of a
company should mention the maix
objects, the ancillary and the inci-
dental objects and the other objects
and it was necessary for every com-
pany to pass a special resolution to
commence business and to file g de-
claration with the Registrar. Now,
this would have created a number of
practical difficulties and all the exist-
ing twenty-six thousand odd companies
would have been required to change
their memoranda and to have special
resolutions passed. They had already
commenced their business. Another
dificulty related to passing a special
resolution in respect of a new com-
pany. A special resolution requires
a three-fourths majority and because
ot the activities of a rival company,
it may not bepossible in some cases to
get this done—that rival company may
have control over twentyfive per
cent. of the shareholders. In that case,
after all the labours about promotion,
etc., it may not be possible to start
the company at all. The Select Com-
mittee saw  those difficulties and am-
ended the Bill so that now the special
resolution is required only if an exist-
ing company were to start any new
busihess not germane to the business
already carried on. Then, for new *
companies they will have to pass a
special resolution and file a declara-
tion, not for the main objects and
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the ancillary or incidental objects,
but for the purpose of other objects.
If they want to start any business
under “other objects” then only a
special resclution is necessary. This
is a very good amendment.

Then, coming to a very important
amendment, clause 13 deals with
blank transfers. Blank transfers have
been an evil, as everybody recognises.
The original Bill provided that all
transfers should be on a prescribed
form obtained from the prescribed
authority and within the date fixed
thereon and they should be lodged
with the company within six months
after they were filled in, This created
a practical difficulty, for so many.
shares and Blank transfers are de-
posited with banks and other financial
institutions as a security for the re-
payment of a loan. This difficulty was
pointed out and the Select Committee
amended the Bill, so that blank trans._
fers deposited with an approved
financial institution or bank are ex-
empted from the requirement of be-
ing deposited within six months with
the company. At the same time,
powers have also been given to the
Company Law Board so that in case
of genuine hardships—suppose the
person dies or something like that
happenis—the Company Law Board
will have powers to extend the period
of six months. This is really a very
good amendment,

Now, coming to clause 36, i.e, the
age of directors, the original Bill pro-
vided that no person can be or con-
tinue to be a director of a company,
which mear.s either private or public,
if he has attained the age of 75. That
was in the original Bill. Then the
Select Committee changed it so that
it should apply only to public com-
pany or a private company which is
a subsidiary of a public company.
Then, the other House amended it
again =d dropped this requirement
also. Now, we revert to the original
position in the Bill. The position is
that if a person attains the age of 65,
the company has to pass a special re-
solution if he is to continue as a direc-
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tor after the age of 65. Now, I en-
tirely agree with my hon. friend, Mr.
Pathak, in what he said on this sub-
ject.
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In every sphere of life you find
elderly people, people more than 75,
carrying on their normal business,
and why should a person be debarred
from running a company, of which he
is the director and on which he has
invested in the majority of shares?
Why should he be debarred from
running that company? A person can
be a Member of Parliament. There
is a Member of the other House who
is a director of several companies. It
he is fit to be a Member of Parlia-
ment, the supreme body of the coun-
try, why is he not fit enough to run
his own company started by him and
in which he has put in quite a lot of
money? 1 have in mind the amend-
ment which mv hon. friend, Shri
Babubhai Chinai, has proposed. I am
not speaking on that amendment just
now. But as my hon. friend Shri
G. S. Pathak, has put it, I am not at
all in agreement with that, In fact,
my friend, Shri Babubhai Chinai, will
point out that there are directors who
take nurses to the meetings of the
board of directors. I do wnot doubt
that. There may be some directors
who pass water in the Board Room
when the board of directors meet,
Even that may happen, but these are
exceptions and these gre very few.

Siarr BABUBHAI M. CHINAI
(Maharashtra): They may not be
allowed, according to you.

SHrT SURESH J. DESAI: These are
a few exceptions. For these few ex-
ceptions you just want to make a
rule. There are so many healthy,
normal people above 75 who are
running companies. You want to
stop everybody. They have been and
can be in other responsible positions,
but now they cannot be directrs It is
not proper. Moreover when the Lok
Sabha has deleted that provision, it
does not involve such a high principle
that the Rajya Sabha shuld go against
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it, throw it out and again institute
that provision in the Bill. It does not
involve any high principle at 311, It
is a matter of administration only
that too a minor one. That doeg not
mean that companies are badly run
because there is one director who may
be more than 75 years of age. It is
not like that.

Sart AKBAR ALI KHAN: Most of
ug are over 60. We are all interested
in it.

Sart SURESH J. DESAI:; I may tell
my hon. friend, Akbar Ali Khan Saheb
that I know more about companies.
So, it is not so.

SHRI ARJUN ARORA: You know

from one side ang he knows from g
different side.
Sgrt SURESH J. DESAI: It does

not involve such a high principle that
when the Lok Sabha has made an
amendment to the Select Committee’s
recommendation, that we should throw
it out and we should send the Bill back
again to the Lok Sabha. Of course,
1 am not speaking on the amendment,
but I entirely agree with my hon
friend, Shri G. S. Pathak, that this
provision is not necessary. The pro-
vision about limiting the age of direc-
tors to 75 is not necessary.

Now, the last point I wish to make
is about inter-corporate Joans, Section
370 deals with inter-corporate loans.
So far, the requirement of a special
resolution applied only to loans given
to companies under the same manage-
ment. Now, in line with inter-corpo-
rate investment, that is, sectloif 372 of
the Act, we are proposing to apply
requirement of a special resolution
and the requirement of Government
sanction also to inter-corporate loans.
There were certain difficulties in the
original proposition, in the Bill as
was introduceq in this and the other
House. Now, the Bill which has
emerged from the Select Committee
has introduced two very good provi-
gions, viz., in respect of up to ten
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per cent of the loan given to a com-
pany, a corporate body, no special
resolution will be required, That is
very necessary. Otherwise for giving
a loan of even Rs. 500 or Rs. 1,000,
a special meeting, giving 21 days’
notice, would be required and a special
resolution woulq have to be passed.
That would have been cumbersome.
That would have been really diffi-
cult for a company. So, up to 10 per
cent exemption has been granted.
And, then, a limit has been set beyond
which, if the loan exceeds that limit,
the sanction of the Government will
be necessary. That limit is 30 per
cent for loans given to corporate bodieg
which are not under the same manage-
ment and 20 per cent for corporate
bodies which are under the same
management—30% and 20 per cent of
the subscribed capital and free re-
serves of the company. This is really a
good provision. The Bill which has
emerged from the Select Committee is
a vastly improved one and the practi-
cal difficulties which had been pointed
out have been removed. 1 again say
that the hon. Finance Minister took
a very co-operative attitude and we
hope that the Bill will now be very
helpful to the growth of the corporate
sector. It will plug the loopholes
which have been pointed out hy the
Vivian Bose Commission and the
Daphtary-Sastri Report.

Thank you, Madam.
[THE DEPUTY CHAIRMAN in the Chair.]

Sur1 MULKA GOVINDA REDDY
(Mysore): Madam Deputy  Chair-
man, I welcome the Companies
(Amendment) Bill, 1965 and while
doing so I would like to make some
observations. Mr, Dahyabhai Patel,
leader of the Swatantra group, said
that this is n'ot the occasion for bring-
ing forward controversial Bills, when
we are facing an aggressor on our
frontiers. Yes, we are facing ap ag-
gressor and the country stands be-
hind the Government—as one man in
repelling this aggression. There is
unity in the country. I agree that
controversial matters should not be
brought before this House, but this
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Bill is not a controversial one. When
‘We are in an emergency, the total mo-
bilisation of the people is necessary.
Regulatory measures are needed, to
regulate the functioning of companies
in the interests of the country and
also to regulate the life of the com-
munity. We cannot give freedom to
hoarders and profiteers to loot and
plunder. Anti-social elements should
be curbed. If at any time such regu-
latory meaures are needed, it is here
and now, when we are faced with an
aggressor on our frontiers. We cannot
allow freedom for profiteers or 5 sec-
tion of the big business to make mo-
ney out of the misery and out of the
suffering of the people. Yes, they
are also patriots, they love freedom,
they love their country, they love
their God, but they love much more
the money that they all seek. There-
fore, I entirely agree with the Mover
of this Bill that it is a necessary one
to regulate the affairs of companies
where thousands ©f crores of rupees
are invested by the share-holders, The
interests of the shareholders should be
safeguarded and the interests of the
country should also be safeguarded,
and we should not allow profiteering
by some of the concerns, I would have
expected the Minister to come forward
with a2 more comprehensive Bill, for
instance, for abolishing the managing
agency system. Some of the manag-
ing agency firms are companies which
manage big companies, and they make
use of the funds of the big companies
for their private ends. Even though
the regulatory measures are there,
even though the Company Law Ad-
ministration has been empowered to
dea] effectively with the malpracti-
ces committed by these managing
agents or managing agencies, there are
many who go scotfree.

Sert ABDUL GHANI (Punjab):
Mr. Charat Ram and Mr, Bharat Ram
are getting more than Rs. 60 lakhs

per year.

Surr MULKA GOVINDA RFDDY:
That is the reason why 1 plead that
the Government should come forward
with a Bill in the next session or, if
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possible, during this session abbolish-
ing the system of managing agency.

Madam Deputy Chairman, I would
like to bring to your notice and to
the notice of this House that the
Company Law Administration has fail-
ed in investigating into the malprac-
tices of some companies. In Mpysore
there is one Bagalkot Cement Com-
pany Limited with an athorised capi-
tal of Rs. 80 lakhs. The Chief Exe-
cutive Officer of this company in Feb-
ruary 1962 detected certain irregulari-
ties and with the approval of the
Chairman of the Board of Directors, of
this company made a reference to the
Auditors, Messrg Dalal and Shah, and
they investigated into the affairs of
this company. Tt was found that the
managing agents under the leader-
ship of the managing director, one Mr.
A. G. Tendulkar, misappropriated pro-
perties, stores and other equipment of
the company to the tune of Rs. 2,08,919.
In the report that was submitted by
the guditors this paragraph finds a
place:

“During the year under Report,
it was discovered that the Manag-
ing Agents had been using, with-
out any authority, Company’s
stores, equipment, labour and
funds for their Aluminium and
Cement Projects at Ambaghat
and Vani respectively as well as
Managing Agents’ Belgundi and
Bombay Houses during the years
1959 to 1961. The tota] value of
such stores. etc. utilised by the
Manging Agents in accordance
with the inquiry made by us at
the instance of the Board amoun-
ted to Rs. 2,08,919. Such use of
stores, equipment, etc. in our
opinion, also contravened the pro-
visions of sections 360 and 369 of
the Companies Act.

We further report that such
stores, material ete., (excluding ca-
pital equipment) isued to the Ma-
naging Agents were being written
off as consumed by the com-
pany.”
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It further says: .

“Under the head “Loans and
Advances” ig a sum of Rs. 5000
paid to a party for supply of
gunny bags. On inquiry, we are
informed that ‘originally this sum
was paid by the Managing Agents
to the party as a personal loan
but later converted into advance
for supply of gunny bags although
ne gunny bags had been received
from the party, The amount ad-
vanced has been received back
during the current year.”

Madam Deputy Chairman, I quoted
the report of these auditors who went
into the affairs of this company.

Sert M. N. GOVINDAN NAIR:
Why ig it that the Government did not
take any action?

Surt MULKA GOVINDA REDDY:
Later on some shareholders of this
company made g complaint to  the
State Government that funds to the
extent of nearly Rs. 5 lakhs were mis-
appropriated by the managing director
'of the managing agency of this parti-
cular Bagalkot Cement Company, The
State Government spent Rs. 80,000 for
investigating into the allegationg that
were made by the shareholders. Com-
plaints were filed. A charge-sheet con-
taining 31 charges was filed before
the Judicial Magistrate, Bagalkot. And
then, I do not know how, this mys-
tery was enacted. Pressure was
brought on the Chief Minister of the
Government 'of Mysore to withdraw
the cases. One of the cases was com-~
mitted to the Sessions Court, and
when the Home Minister at that time
refused to withdraw the caseg that
were filed against this company, the
managing director, the portfolio ©f
the Home Minister was changed, and
I understand that the Government of
Mysore have withdrawn the prosecu-
tion against thig company, This is a
very serious matter. I ask why the
Company Law Administration did not
investigate into the affairs of this
company. When in 1961 the report
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of the auditors was placed why was
the Registrar of Companies in My~
sore not asked for his explanation for
not having investigated into the affairs
of this company? Why did not the
Company Law Administration itself go
into the affairg 'of this company? This
is a very serious matter where the
Company Law Administration has
failed to discharge its primary obliga-
tions to the shareholders, its primary
obligationg to this august House. The
powerg that the Government ask for
for the Company Law Adminis{ration
-we are willing to give and are giving,
but the Company Law Board has not
exercised these powers that are vesi-
ed in them to go into the malpractices
committed by some of the managing
agents or some of the concerns. Here
is a case which I have brought before
you so that the Government will take
adequate steps to see that a proper in-
vestigation is conducted into the affairs
of this company and the persons con-
cerned brought to book including the
Government of Mysore for having vio-
lated the Company Law and for hav-
ing interfered with the process of
the judicial probe. One member of
the State Assembly had also issued a
statement to the effect that the Cen-
tral Government should immediately
order an investigation into the whole
affair including the reasons  which
prompted the State Government to
withdraw such g serious case against
the offender. Another point that I
would like to stress before this House
ig that the Company Law Administra-
tion has failed to take action against
such companies which had not provid-
ed in their Articles of Association
and Memorandum of Association the
power to donate funds to political par-
ties. One of the instances brought to
the notice of the Company Law Admi-
nistration—I mean the donation that
was made to a political party by the
British India  Corporation—was not
looked into. They went beyond the
powers, beyond the Articles of Asso-
ciation, beyond the Memorandum of
Association, which had not empowered
that concern to donate to political par-
ties, T would here very much like to
urge upon the Government that it
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is absolutely necessary that to save
democracy, to save the lamp of free-
dom, in this part of the world, dona-
tions made to political parties by com-
panies should be done away with. I
would request the hon. Minister to
bring forward a measure banning do-
nations being made to political parties
by companies.

Another point—the last one—which
I would like to make ig that clause 20
was referred to by Shri Pathak. The
cost structure of the automobile in-
dustry has not been gone into, The
managements in order to evade in-
come-~tax and in order to make more
money give some figures which are
being accepted. Here if’ there is any
case for cost-structure investigation,
this automobile industry should be
properly investigated into, the cost-
structure of a car should be investigat-
ed into. We are paying abnormal
prices apart from the taxes that the
Government imposes on the cars. The
price which manufacturers charge is
much more than what it would really
cost them. There is need to investigate
into this affair, and the Income-tax
Department should alsp investigate
into the ways in which the prices of
all manufactured goods are inflated so
that they can knock away lots of
money.

1 support the Bill and T request the
hon. Minister to bring forward a com-
prehensive Bill so that all these loop-
holes are plugged.

s AT Harewr (Tt
darer) : gwawfy wgear, @ faw
w7 &% g fxar § 1 99 ¥ xw fad
% F9 36, 9T 280 JATHATY 38
T 202, ® ATLH FI FIAT AT
g | ¥ o wem ¥ fde v
S W AT & are e, 9 B @R
F) zgagA N IE 9T WHEEE AT ¥
TR FE wEAT gEel ¥ 9W & q §
gieife AT & | Tw 9T 1965 H A7
FEQA QA T FAT AT, I AT T
65 a8 FY IW Y E A FIEE

[ 13 SEP. 1965]

(Amdt.) Bill, 1965 3830

F | I & FIT g TG 4T 9T 5F 9
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FAA FAW TFaL 46, AT 370,
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g Y &, Y ag AT TEF EIAT |
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WA FT F 3 g | AT
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¥ oqreT Y ¥ @A, 9g oY EeAT
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IIY FATET HR(AET Y FAqTAT § | Y
Frfaat §t OF a1 T v TR FT
agt & 1 fom vt 7 oW sarar e,
IGF I GAG QAT § 1§ FAT
T & AT T T N § | Iq T
N TET AT IO § 1w "7y Sfey
fr forg ool F aq T 0@ &, W@
a0 FFAYFY A T IH T e
feurfaz 1, IawT T AR FH Y |
for Feafirdt 1 o ) go &, 99
SATET ST AT & QY qTZY ¥ FIA A
w1 | ag Stag A T | wEw ¥ gar
T R W ORQ AT Y IEd AT
o garat § 5 g woedt & a e
§ ag T F A forg wx } fear s
iRt Fge@gsm ¥
TR AN F I Y far g9 @
IR AR A frr et § v @
# & T ? A afggl A g D
a1 Ay Ao gy avew g fmEd
ETA WHI R AR A A g @AY
wrfgd |

¥ ¥ R o oy F FrE o awy
qT &1 farar oY gy Y qes § STemET
arfsa ag @ 1 ara sy fawa
y&rsm g g | fawara Ay aq qv ag
& fF ol Gl w1 S0 A< I A
QAN AT & | A T8t w1 M-
e At gt 2 1 fR wi ] ®
ot ¥ e AR T oame ¥ AT
¥ TAraT 2T et qrnet § o T
E AT AR ¥ Iredi ¥ @
AT HA ¥ F1E 17 781 F71 | (F
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T ag FFE TF I A Gy
g ag W F@ FW X a1 gAw #
T @A AT ATT AT & | IEET WY
vt awg faera Y onar &, A &
FE A STQAT Y, A A AT H avew
gt

FICGTHET & FTHT F 47 U F
U O AF-F gl g | IaadT
FIE GUET FAT G, T TSI &
I FIAT FIAY G769 @ FL ATH B
&\ & wra faw vt S & fawrfor
Fom fF 7 T arq w faame w8

THEEHT A AT g 2 fE
Frgfaal & HATowr geve geT felr s
T 9 FO F 91 ATt ¥ FATSHT e q
EEHY TR WA & &7 { 77 FAT
& F faar | w9 ag Wit | S T §
f 7 43fr o @, 7 IR TR
@, o #17 19 %Y 3Q ? Fraer g}
HOTE 9 I, a8 T TA IR
3T & ATAY FVE THFRT GIGMAT AL
qraT § 1 T aar ay ag § 5 e
FY TEF TN B T TRGH R W
wLT FAT § WK §EF 989 ¥ A/
T Y gl get, a1 wwoedy TR
# gferan gRlt ? wia Aifsw Ty oy
&1 st % e AT qoiee qam %Y,
AR F FTHAT FT &9 qAGT 0,
afea #7 ? go spnRfcs @ae-
feat gam wel g afr g5 € WR
agT a1 W E, A agh v aw faw 1
TN AT § qT F1E TF ATHT FY 19
FT T ax qam@T STAT € 7

ZH AN I AN g9 F W 3/
forg o< & &€ g wox €, 99 A< Ay
T wraeer §, 7g fefy ¥ fawr wdi g
& &Y frg Fvlt F 1S wifers AY
Fa AIASY FTH @Y qTAT §, IAET AL
qUA AR &I JEATg § WA §, qe -
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AT FE AAAT Agr 1 QT QT F@T
ataT € foast 9@ FeAr ¥ ¥ g o
I FH F #1 AR fAear g,
ag far-a s E@r § e @
AT FFA] & AT I A WY, 0 Y
& 7 3T FY7 F4m, frad Q%
I 9T FFOAT T ST AT P g Ay
arqg M, F are T ot w3 F
W9 W §—39 T ¥ wafay 7
TG § , 98 99 ¥ TWAR AT
|AT §, 99 U WY €T I & Feol N @Al
g, WHAQ NIFEI FA @A § )
W@WF@%%WWW%-
FA FLACTE IS QAT AT § 1 %
o fod 5 & frr odk o ofY
qQl [T AAT § |

3 P. M.

faawd agRa st W AN, 9E
NITF AT A &1 I gy
¥ ug oAt § fF o qw . @ifre
WEHT FFIE0 % g9 § T A, ey
AFET FW G ATN |G e
1943 % oM@ T FAR agt 5-7
@ TG | I [ F I v
Tga P 4, IFE 10 TR
AT FX IF STRAC FY 5-5 719 &
T [ W Y | |9 frat 5% 50
q U & WA} fawe diT §w A
H AR WA T 5 e ag 3%
S5TIIR AFTTFE | IUF TR T0C
firree feqtlore ¢, ford 1 w1 &
QT A GAT I B OF IF Y 95N
S gl ds § fadt o, o aa &
/e G § | AL FgA &1 qoa § (& @y
T, ITENIlT wgedT, I wIgd, 9T
faiT € | qa T FE a9 N avh AW
quaEIt qqT SRE g T g |
37§ TR WIET & T AT A FIRGA AT
Wt o Vg YAAT, WY qH FE
FRE AR § (dgaagTds Fait-
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T g FAqT G | G #
wTew § 5 97 & o #1979 ¢, I
AT FT Faravn FT qg0 gral |
qAT FreeT 3T Ivg A STAGN | HAR-
o= F1 Hifew § Fory e A FE 0
g ag qrg TE0 ghi-——ag s W
T AT 1 A T g s aw faw
¥ e¥ EY waT {F gN @ w|r F8d,
9T FTH AT HEAT G 0T |

AT HTAR TF ATgqE T 1 i
g1 m 10 w9g FT g, fedeew 8
Ty 5793 fT & R § gmEw
a3 %1 FX QI T G AT 6 %o 85
§3 frwar & 1 9@ WO X 3-4
FASHTIREFE, 15F@IT AT Fqew
§ | =T RASAT ZI AT FFAT o1 =S
TOF I ATHFAT B I TH GEC
FFO AT G ARH GHT § | g
WA YR A FHT § | THFT §UR
TG AT, | ¥ WHE 7 6 FAX
1T a9 & fau | ST | mw
€T A1 N ¥LT 3(-32 79T &
AT | S %ASH| FT g gL aRg Wl
agieae (ve, g3 fang faat g,
oA, BT 190 TH XA FY AT 197
[T HEWRT AG 1w G N ¢
# AF T4 T T |

TET ¥ WlnA. AT @IV 7@ Ao
Fgl 221 § & W wgr & afgwgma
Ty tefon & T A QRSN ST
LT T8 4 G=A %1%, Seesis Ay
T —TwiWmInE g | eawd wgRy
AT 27 BREG F U AT AW FA
f& o7 o e =99 3, € 60
e 4T FL AT AU FH A 40
e SHT T TRV | I &g A
#{d 6(—62aTIT WY 30—6-1965
TF UMW | WAl aqigy 6 13 g
& WiT & wefq WL 25-26 W AWY
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[+ TR WaTerET ]

TOT ATE S F X, XN giaar § av
60 9THE §HT 40 ITHT WAT FTH F
| 98 AT FIN AT qAFAA g fF
wEI & FAT FW § | SEE
ATAT I HIT A § &1 @A
fis fa2d wraar g1, o4& F 9 FUO | qF
T frare T8 91 1 | gF e a5
qF ALH FINE FT | AT AT 40
IAH LG & AN A I A 7 F a8
M FE gud Ify w1 ATHT {38 &W
TT AT AT | qg I FTH!
TF FEF ATATGT | I o FT AT
FFG | USAT T 94 97 | ST T
F FAT TAT FL THT § 93 AR I
FL 18T G 5w et 5 & sqmardy
FTAGHTE | FA AT & wgAr
FEHT TTQAT | TAT A FET, “gHA § FC
faatr & 5 g3 < gl § ¥ o "ar
& Sy, (98 qw TweE FIA | Al g
omeE FTd g1 Al ®Er 1 qgHT faAr
dEr Far AT, gy, fomw w wrERr
N, ag FmE 1 TAT A hygAr
2 femr o arET & @R fw qgwT
faaga s FT § ) Hag & AA-
o gaeg q&x qw g 5 owre
T &) fAad ' M@ g T
AEEH W AIE Wl HTCGHETT AT SqTIT
AT ¥GAT SHF F& W, TE GAT A0
[T |

o9 fow 9™ 31, 1966 TF &
enwfaawd Afear & T@d @t
wronr gfaen € & fir faa¥ qra faanfgann
AU Y, a8 WILTIOT A T ZAAT T
oM R ey | A & §
fF g 10 7@ IJFT T 49 { Y
FGEY E | T TR T HIHEALC HT
T A R O+ 3EE ' WY
arfgd, fiiT v far 1 e § B

! g agy AW, Gar g dar;  FEiE

Fga Q& &Y 7Y, Jr i sgrar st
&) W) agd WS A ad e
TGN | 37 weaT F wry K gw fawr =7
A FATE

it farerpa R weTTEt St
(7=r qRW ): Suwwte wgEan, S
FEaAT A fadus gaTe qrAY e
forar 7 8, SasT s gfagrg & a1
AT v f& wiRgas § wad wgw
1882 H UF FAT 47| @+ a1 1913
# a7 991 A {5 sqd w1 qued
BT W 1956 ¥ FUT GLHTT 7 4T
FIA 658 HTAR T &9147 | 99~
avafa wEEaT, 99 1956 & 3aq a3
FTAT & AT AT & qia /Y, AT GTAIL
T 1960 ¥ 218 gTUHT ITAT g
fear, * 62 ¥ T AT AT FATAT
fFar, ‘63 W 14 GTUHT IAT GATHA
fwar, 64 | &\ areeHy FTaT G-
g foFat, AT AT gL qOAA A G
£ 4% 62 U FTATEWET & |

T GMIAT F TATAT, FATY GLFTX

¥ MafErTE & T AU W W
T AF  aer ¥ TR IfEad
fru | Suawafa agRET, o §A9 91
wafs sl er  uefafgaa s
forwT & it AT av, T FEEaT,
1963 W gA fag daery & w=Avid
feat @ 2K 1964 ¥ UF FFI AT
AT o T HR IGF AT agd w
Iy FCH 18 T, 1964 F!
Teeafy & wRw & sqare faq way
R} oF 7497 fqam @ T "4 Sq
Department of Company Affairs and
Insurance Comprising the Company
Law Division of the Department of
Revenue and the Insurance Branches

of the Department of Economic Affairs
to the Company Law  Division.



3837 Companies

¥ AT ¥ FAA AT a97 IS UFTSEEw
FRE TFIGACH F AT AR FH I¥
A7 fiT w1 3@ 9@ ¥ 3AY SN
oY fag F@ @A & gformmeaey,
T g T8 qIAT FL %7 8 fF gAR
IR FET & FET a1 7 afagqal
¥ faw g ad ? g7 F37 g9 UG
orar ¥ 5 g7 wow FHA aqm § 39
T 74T @Y & I-ATEA 3} AT
$ & 0 g IHY H A 79
@Y §—F5 gAF § A8 #ar | Al
AT a@TC a8 gAAay § fw ogwr
AT FAAT JITFeT 2T o7 &7 & o gH
af7 fe7 137 § af@gq #< A 719-
FIFRJT &, AT AR WA FD T4t fw Ew
TIA FET AT GAT A qrA@FAAT ¥
HIRT TAT I HIT-GAF FT q47 TG7
FFY HIT zafaw o fag sa¥ afEdT
frar 74 E DA fETTT F 3ra, gHsHe
Fgra foad afys wiisHz 1956 ¥
T, 1965 Fr 9 AT &1 wafy ¥ 3O,
IAT 1882 F AFT 1956 % HI 74
9 Hr wafg ¥ @1 FEY §Y a1 FT
T E? @ oarag wrw & fF g
T IAT waveT Aafawe graarg
TN g@FR F AN ACAT GO
WA I3 § AT AT w1 FL F1 9T
¥ w4 79 03aST § AT IEF qfns-
8T FH AT AFLIIT FEAT qIAT
T IR AT F AT IfqFA FAT AST
Y & 1| ofEdT =9 oY g & qT A
T 8, 37 Afcew i feRfea som
qAT ¥, TG FZT A% AR afeadT
F &7 g &, g A7 I qfEnT
T FAT AT TGN AR FE AT
FFAT | Y AT FH FG AT S AT
ST IS @ IEN g g ¥ v
wifazarg dar gar ¥ a8 g@ER A
AT FT T FAT AT FE qTA S |
Y FTH FN ATH F, AR T FEAT AT
wefafagw feoddz & ow &Y, o
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TG FFAT FATY AT AT ET, & 9T 4T
FTTT G0 & ITH! G0 & FF TF T
g IT IF TAT GUET ITH 4T I AT
TR | A TR F FAA F G
ot 75 91 & 7ar qwiae 9a% fanm §
TR A QAT g A IF% aform-
TeT A HFeqT fared Ay & 0
T O TR0 Az W grar § F A1 Ot
AN ATH & I I AT J0&T T37 HE
93T § W AT HET BIIAYA WHE F
fay  sarofe wfafafyat & oF =fe-
T &7 FA ATAT G FAT E | AV 9@
aE & I T w0 gy g W
fe g7 @ F1 =1 FAT AT &,
g9 IV T TR AR &, & Al
THEETHT §1 Sfq & fgor § g
TR €, T YR TR T AeE A g
A T FT T FIT § THA T8% &1
TR AT FED ST AT OFH Grer
g |

IqEwTald  HEIRAT, HIAT FEIAT
vefafred o &7 9t aifys a1 § gas
feara & g gw HiwEl w1 @y § A
oot T & R 1964 $o § gaTe awt
93 26,002 FFANS FH FT @ Y
HICATH, 1965 o & 7+d aF 26,653
FEAAIT &1 7T @Y Y, 77 fF g fagq
# 9 fs g wEad ¥ qETlaw §
WG ¥ OF TRT F FUICEY g, agl
1961 %0 ¥ 4,01,653 FrqrT -
wd @ ML 1962 §o ¥ 4,27,842
woay  ewed of | qat feafa &
wq gAY ¥gT gafa v &, faww
FCAT 8, A Fratag) &1 faatr # 8,
A9 TR 48T FAA I G FEAfAm
& | qAT et oY St & 3 OfF
Fe- gAT 3w T@AT g 8, safA
TaAT FeAfaay 1 oF gry fawiw @
T aFqr, og g aw S feate
Farfad, ;g wiwe Y T @
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[+t frvrems T AR S1fEar)

FT 3G A1 oar @oar g 5 sad s g
1% fadlq Jamg @ w19 A FCRQ §
< gar gt Fwafaa & afgs At
EAT &Y qar ST A & L S A€ -
frdi ®1 edmw gon, IEF  WE
& TH § —

1955—-56 . .. 1,448
1960-61 . . 1,683
1961-62 . . 1,614
1962-63 . . 1,497
1963-64 . . 1,227

9 aGg ¥ ITH qEdT "Iy o @
T 196465 ¥ fiE & waaC
IHY GEAT 1,365 &, AT 1955-56 &
ey ¥ gare gl 9fd a¥ A F-
faat =1 doegwm Saar s 7Y ) v,
wa fe §z 3T & 1955-56 § TF
T& 7@ 17,760 T FFAlAGT F7 ERX-
|UA gHT | T AT H I7AF WiwE
W T § —

1955-56 17,760
1960-61 34,620
1961-62 33,997
1962-63 35174

W agl OF av ¥ IqAr gfas weafay
w1 qar dvgem gt g faadt fe o
T gAY § qer ot wd @, g Ag
T aF 26,653 FfAT § 99 &
T FTACH AT H 1962-63F 35,174
weafral w1 e g ) ag
feafy 71 & w1 5o qdr feafy & gar
wET T FY g AT @ & G & |
R N2W F 1961-62 ¥ 23 WX
1964—65 ¥ 16 FFHE & 7% WS-
T g% | Fgi 9 fewr & wwfa g
ST W E | FA FIOAT WL JGT A
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q1 7oy 939 H 358 B, 99 f g ¥,
s 5 weg w=_w & gEfaw & ow S
AT NFT &, 944 &, 7RI § 5,405
& & H 1,058 & WA ¥ 3,004 §,
M 9,031 EHINIGATH 2,240 8
&1 He7 92 FY faeg T & WX AR
WG9y &1 WY QT o1 a7 FGA9 F
frainr & daw g, Qar Sar a6y oo
Y TEET HTOOT 4T 27 Fwne wedr off
et faemr & Y 9 § T ¥
fir & uefafagas & o g9 &0
FIT 3g q¢ ATIET 5T qUA % gaR
a5l W 3w & faww & fow 9 #va-
frat &7 famior Y 1 =it @ Qar &Y
TR g1 a7 <@r & WX S9 fewr ¥ Ay
wfa & 79 99 3 &7 369 STy aF
faarr  foar grar @ 3T afoormw
A g3an, feg ot o 9w feur #
faar fowam g Qe A & o

TEH X FTW ) IHT § 1 T Ay
ot aa & fag o6t = fgg ok
g @8 f &t Fa €, P s
Fofa F71 fagaw giaT § ag 3B Qar
fenfrg A & 5w T a9/
& fau srwfeg Y g7 ogt aF ager
¥e &, G0t F1 Y fay famr s srod
foer g Svan fas fawmr gra O F¢-
wafr Tond o o 8, 7 7O 4 & B
food afommeaes A% s B
fratr & fag ot aeeem oo =ieg,
Y st goft =nfey for A & o ot
goit 1 fr ag weafay F1 @A § T
qF, g g Tgi Lt T & 1w
gAY AT AT AT W H qg Ay Frafady
&1 frrior grar; +ifF gaTR A"t Svaeer
qgT F9 & 1 gH W & faFrg T )
TR AT 48 @87 g 91 I gfee &
g &t fraw &, ga W faww &
STH T To AT F7 A0 A1 5B
qdY sgaeqr T i, forad fF owr
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O AT §F @ AR FEAT F
i ¥ 10%0 9T 100T0 9T 1000 To
G Fa7 W1 F), §97 @ F FEAT
F1 frafo 3 aF, ¥ emra wm wF

ga arg ag PR FvRt & Fa o
1 71 qfvaaa frat § a1e qre afk-
WH, FF F wewd fefetee g
gfeaay, ufadud areT ¥ gy afead,
W & afeadi ¥ ofonwerss w0
gar g fe A A §, =
o W S Ffagt w1t 99
FX? T TR I G|
T 4 5 9ga 5 9 Mo w1 §
TR TFT A TF |

M TREHR A § oag
ggm 5 g et § g Feafiat
g% at @t wew w_w ¥ w0 A gd ?

o A ATAW T A g w0
®E

st freRR At @ik
fear: aewae: agi q ol qETTE g0
W g 8, Ag At WA A% agT A
wrafaert a ST |

Jrewmfa wEiEEr, @ ¥ St &
qT3ed § 3T I AHTT &7 fa=re
s aifgy | fowad W QT o
wifed | gk Agt frd sven 3§ wser
%19 gaT & 1 fird § @ an f, W
Ty afee At feufe & wd @
¥ ag Fear fr fos swfawr &=
Ty & AT oA ST owew wefaa
¥ =&Y oY, A g wr & forg § dare Ay
g | ot gmfrdt § FF F WA
FrAT wefrat faer Feoam s
T & FAATT T T & | wEY wliaw
LU S K I U
ITFET FAS IJEE qY F, WY IR
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T TG G, TR TG SEAS AT AT
g fafasee g7 330 99 914 ) I9-
gamafe wgtqar, gwdEd § fF SR
SRw ¥ FF FTHAT FUIT S, IF AT,
qqeY A7 gt §39 # AR qowdy qar
AT g § qF gak v a7 9 §
T §, TZ FAT FIX §

oY wo{7 w9t fragTe 98 w9
w7 w¢ four

+ faramAR e W
faar : wlgr www, “feagr”’ w3
a1 W Wi W A 9T ahd ¥
@ THHT w0 F1 & 2 wE Y e,
oF gEY # I @iaw § ad gq §
exfeara card & fag) @ 7T FT@
F g fr gy @ ¥ fag 39
TG FOAT Y, AR AT § 7g § N
qg FFYAT FT SEALT T I, g 9§
fafrezt a0 @g, I8 Fg IICA A
T, 47 T A FT AT, WX TG A
FAA FHH! 37 At ¥ forg Sfag wal
2 i stgt WY it ey 73 qgt qe a1
A ®T | HS AEHTTEY 39 I fadar
& TF% § | ot ag Tgar 1 5
Iy #7 FHAG F w7 ot a3t
F oeftr @t % oAt g A, fo
qT FHAT FT qF IIA T FooAT FL A,
ZATH Wt ggey Ay arfoet o R W
AT AG  FET TS, IEF qforE-
WET  IEST A1 AT q1, IAHT A
W ATET q1, IEA A4 Ara AT ag
Tear T, A g wewAly gefale-
e A o & fifg wi forg o At
e qETET ATEAT S X, FATE AR A,
59 a1 71 favam B B wfseam §1
@AY F W /YT qIAY qfiy TS
IHY AAfaFR w1 F¢ famr §, S W
SqHT FsST AT HAT AN ag HAFEFA
qTTAT | AT A% FATN FER TG
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_ [+ fanmma aemer St
frear % 9 fF g a8 9% 7 Sr9iae}
g, fafree @Y, £ WY 21, =g aore sl
AT FRAICET & aftr gy 318
ATIATAS ATH AT STgaT ¢ AT gae ARl
Y THEA GgAT FY H9AT @ fag
AT AT & A 3% Faars wTaAargy

(Amdt.) Bill, 1965
SugAmfa: farcaramt g
sifrrmar weameeh SR

fear : a7 9o @ wEA Ay Afow
FRT

3844

Tre DEPUTY CHAIRMAN: You
have taken fifteen minutes. Please be
relevant to the Bill and finish as

g, at 79 §8 St fowrT A o1 |
Ig FE TS AR am T g, A &
ag g g iy fore weaey § wide aoRi
T ot faars §t FHEEREY 8 &
ST & w1 forer oy & Sy, fory et
Y gn, fow wwe § amw faw g,
AT F foml ¥ Gr forer o(0F, g9 AT
F fau ‘qgq o werfe’ A1 avg
‘wHE wRww TeRrfy &1 a A<
ggs1  AfF  faw et & O
W Tg F AT gTHTL AT G &
I afmAeey  @pr g9y § O
w9 gHTT G &, i &, forge faaar
AT AT & FEFA, A g TS H
WA gt fasrag w1 &, weAr
wefafream & weam ¥ gaAl TEEA
ggeT 3N AR wved al ag g fFowrw
T 98 F9AT gefafegar 7 feard-
AT Ted faym &, fag wataw &
weid § | 9 s 8 ste-asad
FH a1 ff F3A-forey drerg ¢ I AT
g™ T T sE-fae darem ! AT
& uF @ femdygee F weilq | WA
WY T Y Y THC AW ¥ AT A
g1t & 1 (Time bell rings.)  oygy
AT TR T A

Iaqarafa © g 3 7w fame foar
g\

ot faaRgaR AsAE At |-
fear ;. gg At SEiA AT T A, A
¥ g STET. ..

quickly as possible.

=t fegAR AT 9 R-
fem: g, AifvwsEm @ WIWR
¥ ag fag qarm F satd S F qafk-
UTAEIST  SIHFE FA I H q4Y,
oo W 937 | AT UF I F weqad g
¥ 98 =TT FT 94 &, 7§ 49T TG WX
Tatay & s st B g gt aw
FI @ wefafmm & mEw g
e a1 feudde & s ¥ a0
=oifgd, foma fF @Y sqaear A%
o T |

e o ¥ A/ @ femréde
g afgat g5 FX IAE AL WTAK
F1 faotg Far arfgd, o 997 & 5
Tafeur ¥ B FHF |

oel aF I faq &1 qaa g, I
fam § 3o amyT 76 W1 3T §, T9
g gy F1 FH AW A SrwiwEr
K9 FT agIT & T AT IAE aferH-
wey o W g7 AT TE, A9ur 8
#§ Tyt § oF T s g ¥
T %% F1L0 § foar T Y, a@fe 98
ATT F TR A G FHE For§ WL
S FF AT a7 tSfaRww
Fasifort 2t 1+ wsor fear, @l
grafaat ST F foa7 w01 gl qam,
gl Ay ET AR 1 gg g Er A
g e arQ aafaell & fod w7 awg a1
gatg fram o wft oMg 3w w%g AT
AT §, TIATREEST F§ YT g AT
2, a1 gEd A g
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fagrs & for ws wax wfufa
321, qf Tt ya afafa & @y w1 4y
feT | gt O o o Y a8, Fo
¥ owg wel FT owAA ¥ ¥ Ay
o s fae1e @ wiv 99 qrd el
qQT MT & g9 afwfs 7 o qum-
Wf@wﬁawq@g,mm,
gU ¥, waft 35 ¥ AW wadw 91 AR
vew for @ sy @ o
qead: Wl AMESE ATE e
#3 aR AT oeddew, gadfeudy
wTsRaEH 9T FfAat § dga T
a1 SHI G ¥ FF Fo & fay foeat, wg
w1 oty & fafrm gaferem
F OISt &% ) dgqT 97, T WTH
§T, vO% 99 &1 dyq oga SR
et or, . [Time tellrings.] ag
&% % fauT, ag wawar &t atw § )
T avg & fafhn dwmE g & (@ A
FTez s wrfefer & {wy o oymer
# € g oww g wel faw @
T 1,300 F FO  HTEE WHTIEE
| R AT gt 9T agEu @,
wIg F1E ST H AT, S
T e &, ot ot w avr
&Y, 37 A woFre ug faom w1 fn
e T & Y s § e fgEna
W A fraw § wne gEIwe,
wmfse #0791, =rfed w7« ws
IEY wfgT AR @Y I TS |
at ol feafa § 5gt swaeen w0 A&
AT semFEET SRR | T TEIT Y
TE FYAT HT MGAT HOT THATE ST 8
M v F sEed @ fea fear
@y ¥ SEH W S osgA w0 W
€fF wegr fwmd <@, am feaar
T, genfs W fgwta W@ AT UR
FAAT FT STAFIL G FTAT F 1A L S
fsraw for o fasme & o atre &, st
g A o W, THEd FAR F
TR EAT @I ST ) SUTET HesT g |

3845

[ 13 SEP. 1965 ]

Ty

(Amdt) Bill, 1965 3846

&1 91 9E a9 qH 1§ weer
&1 TmaqT fF I1T 91T 9 a9, safay
T 4B ST §, WY 59 WAz e g%
=97 ZFl & X wad I weeay
feq & 9% FAT AWF ®T ¥ 941
FEAM N

Samrr BABUBHAI M. CHINAI:
Madam Deputy Chairman, I am thank-
ful to you, for giving me this oppor-
tunity to speak on this Bill. 1 was a
Member of the Joint Select Commit-
tee, and I know that the Finance Min-
ister was good enough to accept many
suggestions of the Members, and the
Bill as reported by the Joint Commit- |
tee was very much improved than the
original Bill. It is also a matter of
satisfaction that the Finance Minister
accepted some amendments moved by
some Members in the Lok Sabha, with
the result that there has been a further
improvement except in one case, to
which I shal] presently refer, Among
the welcome changes are that in the
case of blank transfers, the time to
lodge shares with the companies has
been extended in some cases and that
the provisions regarding blank trans-
fers will not apply to shares deposited
as security for repayment of loans ad-
vanced to or for the performance of
any obligation undertaken by the
holders of shares. However, the
change to which I take strong excep-
tion is the one removing the age limit
for directors. T have my full sympa-
thies with my friend, Shri Suresh
Desai, and Shri Bhuwalka, and also’
my friend, Mr. Himatsingka of the Lok
Sabha, who has been outside in the
lobby lobbying for opposing the
amendment which I intend to move
tomorrow.

Surt SURESH J. DESAI: You have
forgotten Shri G. S. Pathak.

Surr BABUBHAI M. CHINAT: Iam
coming. But I have also to point out,
Madam, that there existed a law be-
fore this Bill was introduced, wunder
which anybody can become a director
even after the age of sixty-five affer
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a special resolution was passed to that
effect. This law existed for several
years, and yet I have to find even a
single instance where the shareholders
have thrown away a director who
stood for election after sixty-five
yvears. I do not want to say for a
moment that anybody who is above
the age of seventy-five objected to in
my amendment—is not fit to be a dir-
ector; there may be some exceptions,
who may be good people, who may be
intelligent and whose minds may be
working as before. But by and large
one will have to accept that there
should be a limit beyond which the
, mind of a person, so far as financial,
so far as economic and so far as ad-
ministrative problems are concerned,
cannot be expected to work as it ought
to work and the limit is when one
reaches the age of seventy-five years
and therefore, in the wisdom of the
Joint Select Committee, in spite of the
fact that there was very great pressure
on the hon. the Finance Minister, the
members of the Joint Select Com-
mittee decided that we should adhere
to the provision of the original Bill
of having the age limit of seventy-
five for anybody to be a director, that
he should automatically cease to be
a director at the age of seventy-five.
The Bill came before the Lok Sabha
and, as usual, many pressures were
brought to bear on the gubject, and I
'must admit that the question was
thrown open for free discussion by the
hon. the Finance Minister with the
result that that clause was dropped
there, and now we are having the Bill
without that clause, Under these
circimmstances, if this is called a House
of Elders, a House which has maturer

thoughts, and if we are allowed to be-

a revising Chamber, then we have
every right to revive the clause which
the Lok Sabha Members have taken
a decision on. If we are wrong, it
would be in the fitness of things that
both the Houses jointly discuss this
and come o some decision, But till
then, if we are of the view that, yes,
the amendment which hag been made
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by the Lok Sabha requires revision,
we are fully entitled to it. But it is
not my intention at this stage to go
in detail into this amendment which
I propose to move.

Surr SURESH J. DESAI: May I
ask the hon. Member a question?
Suppose the provision is made and a
person ig stopped from being a direc-
tor because he reaches the age of
seventy-five, what prevents him from
putting his wife, who may be seventy-
two, in his place? Instead of his be-
ing there, his wife will be there. That
will be worse.

Surr BABUBHAI M. CHINAIL: Iam
glad that the cat is out of the bag,
Madam, and that Mr. Suresh Dewai,
who is also himself a lawyer, is find-~
ing out ways and means to circums-
cribe the law which this House in-
tends to pass, and I am sure his
advice, though valuable generally,
will not be heeded to here by those
concerned with such problems.

Coming to the point again, what 1
shall emphasise is that it should not
be presumed that this House is only
a rubber stamp of the other House.
We have our own independence and
if, we, in our wisdom and in our judg-
ment, feel that some decision which
the other House has taken, requires
revision, we are bound to consider it
again—as it is called, this is a House
of Elders—and tender our advice for
whatever it is worth. I feel that this
is a retrograde step and I would be
moving an amendment for restoring
the original provigion in the Bill. By
doing so I will only be supporting the
hon. Finance Minister who piloted the
original Bill in the Lok Sabha and
who was a party to this decision in the
Joint Select Committee.  Therefore,
in doing so, myself and other friends
who are going to move amendments
of which they have given notice, will
only be doing the right thing and sup-
porting the Government and the hon.
Finance Minister.
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Before dealing with certain provi-
sions of the Bill, I would like to '‘make
some general observations regarding
frequent modifications of a basic law
like the Company Law Frequent
amendments to the Act create an
atmosphere of uncertainty. Between
1956 and 1965, the Company Law has
been amended four times and the
present 1s the fifth in the series
Amending measures 1n respect of a
basic law are justifiable only when 1t
fails to fulfil the ends 1n view or when
the law 1n force has become outdated
I am not convinced that the present
law does not serve the purposes in
view and that the Vivian Bose Com-
mission’s  recommendations which
were made wilth reference to the law
and conditions prevailing under the
1913 Act, required to be incorporated
in the Act There are various legisla-
tions like the Industries (Develop-
ment and Regulation) Act, 1951, the
Capital Issues Control Act, 1947, the
Foreign Exchange Regulation Act,
1947, etc which confer power on the
Government to exercise control over
the affairs of companies The amend-
ments 1n the Bill tightening the law
are, theretore, not necessary.

The present Company Law is a very
comprehensive enactment regulating
corporate enterprise mn  regard 1o
minute details and matters of day-to-
day administration. Many of its pro-
visions are very complicated and diffi-
cult of comprehension by manage-
ments particularly of small companies
Companies and managements have
felt many difficulties and doubts 1n
trying to comply with the provisjons
of the Act The interpretations of the
provisions of the Companies Act by
the Company Law Department some-
timeg are at variance with the spirit
and letter of the law They are also
sometimes at variance with the inter-
pretations of High Courts

The Companies Act Amendment
Commttee, 1957, had referred in 1ts
Report to the criticisms made by
businessmen, company managements,
shareholders, accountants, lawyers
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and judges, regarding the complexity
of the structure of the Act, the 1nvolv-
ed language, the vagueness and obscu-
rity of many of 1ts material provisions,
the inter-position of the Government
control even 1n apparently minor mat-
ters, the plethora of returns and forms
required to be furnished by the man-
agement without any corresponding
uttlity, the loopholes 1t has left, and
many other features which make the
enactment cumbersome or defective
and difficult of application. The Esti-
mates Committee 1n its Fifty-third
Report on the Working of the Depart-
ment of Comnpany Law, has also refer-
red to this observation The Act,
therefore, shoulq be reviewed for the
purpose of simplifying 1t All provi-
sions which have not served any use-
ful purpose should be deleted Restric-
tions and curbs ynder various gections
of the Companies Act which come 1n
the way of the smooth functioning
and management of companles or
create difficulties 1n the day-to-day
working or interfere with their pro-
duction or prans of expansion, should
be done away with Povisions vest-
ing discretion and decision-making n
the Government which afford oppor-
tunities for corrupt practices should
be removed If the Company Law 1s
simplified and made helpful, 1t will
play an important part in helping the
formation of companies

Companies have also felt that they
have to maintain too many registers,
file many returns, documents and
accounts with the Registrar of Com-
panies and that they have also to
contain unnecessary details. In addi-
tion to the work being time-consum-
ing, it 1s also expensive to the com-
panies The Department has not
justified or shown to what extent the
registers, returns and the details
which are called for, have been found
to be of use either to the members
of the company or to Government, to
frame economic policies If the inten-
tion is to suitably frame the economic
policies of Government, section 615 of
the Companies Act gives wide powers
to collect necessary information and
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statistics from the companies. The
Government should, therefore, go into
the details of the information collect-
ed from the companies, analyse their
implications and usefulness and take
a decision to reject those numerous
particulars which are found to be not
of much use either to the members of
the companies or to Government.

The Finance Minister himself state-
ed in the Lok Sabha on the 28th
September, 1963, that in the proposed
Bill, embodying the recommendations

‘af the Vivian Bose Commission or of
‘the Daphtary-Sastri Committee, he

would endeavour to satisfy the desire
tqsimplify the law relating to joint
stock companies. The present Bill,
however, contains only a few provi-
sions intended to simplify the proce-
dural ‘Trequirements. They mostly
provide a uniform time limit of 30
days for the filing of various docu-
ments by the company before the
Registrar. 1 hope that the Finance
Minister would take early action to
simplify the existing law. He has al-
ready gone some way in simplifying
the Income-tax Law. He has also
attempted to rationalise and simplity
the structure of maport duties. Com-
pany Law needs his attention now.
(.'

Coming now to the %(Narious provi-
sions gf the Bill, it has ¥een proposed
that the books of accounts should be
open to inspection by the Registrar or
by any officer authorised by Govern-
ment, The proviso originally intro-
duced in clause 20 that no gsueh ins-
pection shall be nyade by the Officer
concerned, unless he is of the opinion
that sufficient cause exists for stich
inspection, has been done away with.
No reasons have been adduced for the
same, This i3 not reasonable and I
strongly oppose this.

~

Clause 23 of the amending Bill pro-
vides for compulsory audit of cost
accounts of companies. Unfortu-
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Fimance Minister has

nately, the
objection made

turned down the
against the clause. Generally speak-
ing, audit of cost accounts presup-
poses a sophisticated stage of indus-
trial development and management
accounting which it will take con-
riderable time to reach in this country.
Further, to prescribe audit of cost
accounts independently of the finan-
cial accounts could lead to conflict
and confusion between the two.

"The disclosure of cost structure of
companics engaged in competitive en-
terprises would place better-managed
companies at a serious disadvantage.
I am aware of the argument that
since the cost audit would be submit-
ted only to the Central Government
and not filed with the Registrar of
Companies, the necessary guarantee
for maintaining the cost audit report
confidential has been ensured. But it
should not be forgotten that once a
statutory cost audit has been under-
taken every shareholder would be en-
titled to have a copy of the same with
the result that the confidential charac-
ter of the cost data would not pos-
sibly be preserved,

Tae DEPUTY CHAIRMAN: Your
time is running out.

Surt BABUBHAI M. CHINAI: Only
two more minutes, Madam.

Clause 27 which amends section 241
provides that interim reports submit-
led by an Inspector need not be sent
to the Company. I do not consider
this to be fair because it will not be
possible for a company to make suit-
able representations to correct any
misapprehension on the part of the
Inspector unless the interim report is
submitted to the company also.

Another controversial provision
relates to the proposal to abolish the
Company Law Advisory Commission

,\,and to appoint instead an Advisory
. -Committee for advising upon

such
matters arising out of the administra-
tiorr of the Act as may be referred to

. "t by; the Central Government or the
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Company Lraw Board. I would like to ’ Surr R. P. JAIN (Bihar): Madam
recall that originally, the Commis- | Deputy Chairman, as some of my col-

sion was intended to be developed [ leagues have mentioned, we have had

into a permanent body. I do not think
that the Commission which was set
up after careful examination by the

Joint Committee on the Companies
Bill, 1953, and was approved by
Parliament subsequently, should be

done away with,

The reports on the working and the
administration of the Companies Act
furnish ample proof of the usefulness
of the Commission over the years.
Sections 410 to 415 of the principal
Act, which are now sought to be
deleted, made it obligatory on Gov-
ernment to refer certain important
matters to the Advisory Commission
for their advice. In the discharge of
its duties, the Commission has done
much to inspire confidence in the cor-
porate sector vis-a-vis the exercise of
purely executive powers by Govern-
ment in a field in which such powers
mre vast and all-pervasive and the
scope for arbitrary decisions exten-
sive,

Tee DEPUTY CHAIRMAN: Your
time is over.

Sart BABUBHAI M. CHINAI: One
minute, Madam, and I finish,

Clause 56 of the amending Bill pro-
poses to insert a new provision which
enables the Government or any per-
son not to disclose the gources of in-
formation received by it or by him
to any court, tribunal or any other
authority. I consider this to be an
extraordinary provision and I do not
think that thig is in consonance with
sound juridicial principles. It will
open up opportunities for supplying
false informration by interested parties
in order to blackmail a company or
those in management of 3 company.

I hope the hon. the Finance Minister
will examine again the various objec-
tions made against certain provisions
of the Bill, the objections which I
have paised, and make suitable modi-
fications. Thank you.

too many amendments to this enact-
ment. From 1962, we have been hav-
ing amendments almost every year,
in 1963, in 1964 and now again in 1965.
It appears that the Government, and
especially the Company Law Board
and the Ministry which controls it,
is not very clear in iig objective. We
have for guidance on such a measure
a British law but still we are not
able to bring in a comprehensive
measure so that for a few years we
can work without any disturbance
from the department. Asg I pointed
out the other day, probably the
amendments are forthcoming not
only to plug the loopholes which have
been desired to be plugged—this was
done in 1956 when a comprehensive
Act was passed—but for some per-
sonal reasons also. Probably a Minis-
ter or the Board which controls the
companies is not satisfied with the
working of certain individualg or
groups. They do not find it possible
to punish them sufficiently or disturb
their working under the present Act
although it is very comprehensive . . .

Svrt ARJUN ARORA: No punigh-
ment is sufficient for Sahu-Jain?

Surr R. P. JAIN: My friend, Mr.
Babubhai Chinai, has mentioned that
the Act ig already very comprehen-
sive. They want more amendments
as the present Act does not give them
all powers, but leave some powers
with bodies like the courts. There-
fore, they want certain changes to be
made by which possibly they can in-
terfere with the companies without
giving them the remedy of going to
courts. The amendments now propos-
ed give unlimited powers to the ins-
pectors, as some other colleagues of
mine have pointed out. 1 would not
like to go into the details of each and
every clause but I would only like to
say one thing, as I mentioned the
other day, whatever amendments we
make in the law must be with the
bona fide intention and not with the
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intention of completely wiping out
anyone who makes a mistake, That
should not be our objective. If some-

body makes a mistake, the law should
take its own course. The men con-
cerned should be prosecuted, penalis-
ed and he should be given an oppor-
tunity to defenq himself. If the idea
in bringing forward this amendment
is that the law as it is not sufficient
to book certain people, then I for one
_would certainly not support the
amendments. We must regulate the
corporate sector properly and we
must make the law more comprehen-
sive but what I find is that some of
the amendments now sought to be
made, instead of clarifying the posi-
tion, instead of reducing the discretion
given to the department, makeg the
position worse, The authorities get
unfettered powers tp prosecute any-
body they like. My friend, Mr. Mulka
Govinda Reddy, mentioned the case
of a company. In spite of the fact
that the State Government brought
certain things to the notice of the
Finance Minister, nothing was done
and that concern was let off. It is
not, therefore, that power is not there
under the Act. The power ig there
to make enquiries and investigations
to start prosecution also but the point
is that they do not want to make use
of it in certain cases. In some cases
these powers are not utilised at all;
the reasons may be political or the
interests of the ruling party. So
many factors may be there. In spite
of the fact that for the past seven-
teen or eighteen years one party has
been ruling the country, we have not
been able to raise the morals of the
people. Thousands of Acts have been
enacted and an equal number of
asmendments but we have not been
able to make the moral of the people
go up. There is something inherently
wrnng because we are acting more or
less as the guardian of the people. It
ix our dutvy to raise the moral of the
people but no amount of laws or
amendments woulg do that. The race
between the citizens and the Govern-
ment would never come to gn end un-
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less and until we first raise our moral
and by our actions and our special
behaviour create a better feeling in
the minds of those who take undue
advantage of the law. Taking advan-
tage of the law, within its four corners,
I would not call it bad. Every one
has got a right to save income-tax
within the four corners of the law.
We cannot say that this 1s illegal. We
must put forward before the people
that there are certain things which
we do not consider correct or proper
in the interests of the public. What I
find is that those who make the law
do not put before the public a pattern
of exemplary behaviour. The result
is that people start abusing the law.
They g7 to senior lawyers and {ry to
find loopholes to make certain adjust-
ments here and there. Please some
of the people in the Government.

Surr A. D. MANT:
please them?

Is it easy to

Surr R. P. JAIN: That is what we
tnd. In these seventeen years our
moral hag gone down. We are in-
creasing daily the numbey of laws
and regulations on the same subject.
1f we do not put up a better behaviour
bafore the people, people’s moral will
rever come up. Partly, why partly,
solely Government is responsible for
this. If they cannot create conditions
by which we can become more honest,
certainly there is something wrong
somewhere. During the last seventeen
years so much law has been passed
that it is even impossible to-have phy-
sical possession of the same, If one
wants to get some of the Acts, even
from the Government Publications
Depot he finds it difficult It is out
of stock, copies not available. There
is no ohjection to plugging loopholes
if it is done with a bona fide objec-
tive with some specific purpose, not
simply because some people are
annoyed with A or B. Because of
such annoyance we should not have a
race of enactments, rules, regulations
and Bills. That way you will never
achieve your objective. Our objec-
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tive should be to improve the social
conditions by which people would
start behaving better, start respecting
swaws.,  If the race for twisting the
lawg is there, no amount of legisla-
tion would enq it. 1 would give you
an example. In olden times in our
society if a person did not behave
properly, the neighbours without ap-
p.ying any law or regulation would
simply not associate with him
with the result that the man would
not then behave in that way. In spite
of the fact that we have a law for
everything, people do not behave well.
Why? The difficulty is that there is
so much of discretion used in its en-
{orcement. The law is not applied in
the case of one set of people while it
is used severely in the case of another
set of people. When a person knows
that the law is being applied to the
advantage of the other man and to his
own disadvantage he does not respect
the law. Why should he respect it?
He would utilise the loopholes in it.
Therefore, 1 wouild like to request the
Government not to be guded by in-
dividual feelings while making enact-
ments. Government should be guid-
ed by an overall feeling for the whole
country. Mr. Chordia has given the
example of his State, Madhya Pra-
desh, where the people are not able
to come forward in the private sector
a~ fast as people in other States While
making enactments, we have to see
that we do not make these so clumsy
that people of a particular State are
put to a great disadvantage and are
unable to keep pace with the laws
rou are enacting.

Another point that I would like to
mention is that while you are giving
«0 much thought and consideration
for plugging loopholes or for regulat-
ing the public limited companies in
the corporate sector, nothing has been
done to check what is being done in
the private limited companies. After
all that is alsg a corporate sector It
is not a separate thing The whole
attention of the House, of the Govern-
ment, of the Company Law Board is
focussed only on the public limited
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companies. Nothing has been done to
regulate the working of the private
Iimited ecompanies. 1 will glve one
example. The present section 220 s
stands at present does not allow a
person o‘her than 3 member to obtain
cven a copy of the profit ang loss
account of a private limited company.
We are framing so much laws and so
many heavy books for the purpose of
regulating public limited companies.
Quite a large business ’coday is con-
trolled, managed and done by the pri-
vate limited companies also. We
must not totally omit them. We must
see, that any person who has deal-
ings with a private limited company,
15 able to obtain some information
about its working. Today as the law
is, if you will kindly see sub-section
(1) of section 220 there are two pro-
visog under which no one can even
inepect or have a profit and loss
account. Ng doubt one can have a
glimpse of the balance sheet but the
Lalance sheet does not disclose what
they are doing, what items they are
dealing in, what their turnover s,
what their expenses are and how
v uch money they are hiding. Fhere-
fore 1 would request the Finance
Minister to bring forward an amend-
ment by which a person” other than a
member of the company, that is, other
han the shareholder of the company,
can also have an inspection and get
a copy of the profit and loss account
of a private limited company also just
as he can have it in the case of a pub-
lic limited company. In fact, for a
non-member, whether it is a public
limited company or a private limited
company, there is no difference. He
shoulg be able to have the profit and
loss account and other things in the
same manner as in the case of a public
Iimited company. In modern times
when so much of business is done by
the private limited companies also
why should there be a distinction be-
tween a private limited company and
a public limited company in the matter
of inspection and in the matter of ob-
taining ropies of the profit and loss
account? I hope the Finance Minister
will take into account this aspect of



3859 Compames
(Shr1 R P Jain]
the matter and see that these provi-
sos to section 220 are deleted so that
a non-member can also have the same
1dea of the working of the private

limited companies

Surr LOKANATH MISRA (Orissa)
But you cannot expect the Finance
Minister to do something that would
expose his own companles

Surt R P JAIN Well, we have to
oo it 1n the larger interests of the
country Up till now 1n spite of the
fact that so much has been thought of
for the public himited companies, this
simple thing of allowing non-members
to have copies of the profit and loss
account of private limited companies
has not been provided for in the
Companies Act I would Like to
bring to the notice of the hon Min-
1ster that nowadays the private limit-
ed companies are dealing with the
State Governments, the PWD, the
State Electricity Boards, the Supply
Depaiment and so many other things
and they are having contracts worth
crores of rupees and therefore 1t 1s
necessary that we at least know what
therr working 1s—profits and losses
are Anyway, | would not say much
about 1t and I would leave 1t to the
Finance Mister to do the needful

Tue DEPUTY CHAIRMAN  Your
fime 1s almost over

Surt B P JAIN The next pomnt
18 about clausz 27 The proposed
amendment, as has been pointed out
by Mr Chinar also, 1s unwarranted
and coples of any report as presently
stipulated under section 241 sub-sec-
tion (2) (a) should continue to be
available to the company and to any
one else dealt with in the report
There should be no excention made 1n
respect of interim reports It has just
now been pointed out that unless the
company gets a copy of the interim
report also 1t would have no chance
of getting natural justice or of placing
before the Company Law Board their
view pomt Somebody might make
some representation or some wrong
complaint, the Inspector might submit
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a wrong report and the company
would not know 1t at all and 1t would
be just faced with a prosecution. It
15 a very awkward position. There-
for~ the copy of the interim report
-'so shoulg be made available to the
company so that 1t can get natural
justice and 1t would be 1n a position
to place 1ts point of view before the
Company Law Board

As I saig the other day some of the
sec 1ons of the Companies Act gt the
moment are so wide and they over-
lap each other that 1t 15 necessary
that where a section provides g speci-
fic power, that power should not be
ufilised for any other purpose under
some other section What* 1s hap-
pening at present 1s, the Company
Law Boarg 1s not making use of all
these sections which have been pro-
vided for use in specific cases For
example when a complaint 1s made by
a4 member of th> company there 1s a
specifc section providing for investi-
gation Now instead of using the
powers under that section when a
complaint 15 made to the Company
Law Board, they make use of some
other section which 1s meant for
some other circumstances Therefore
they hould see that the powers pro-
vided 1 specific sections are made use
of for the circumstances specified in
those sections 1nstead of utilising
other sections which do not apply n
particular cases So as 1 mentioned
before the dis retion should be mini-
mised

Madam, I had some more things to
say but I could not finish them 1n five

or ten minutes So I would rather
conclude here
Sarr  ARJUN ARORA Madam

Deputy Chairman, sg long ag private
enterprise 15 allowed to exist in the
country the wworking of joint stock
companies 1s of great public concern.
Joint stock companies continue to
play a vital role m the country’s eco-
nomic ife How ill or well they func-
tion will vitally affect the national
economy The company law was de-
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vised to ensure proper functioning of
joint stock companies, to safeguard
the interests of the investor and to
prevent those in control of the com-
panies from exploiting the people or
cheating the exchequer. That was the
purpose of the company law. Since
1956 the company law has been made
A vast
bureaucratic apparatus has grown to
The Government
large

more and more stringent.
enforce the law.
have vested in themselves
powers of control over the joint stock
companies and in this respect at least
these powers are exercised by a few
bureaucrats. This has not prevented
the growing malpractices in the opera-
tion of joint stock companies. Among
other things, the chief cause is the
failure to implement ag well ag we
plan. That of course is true of many
othar things in the country. The en-
forcement agency grows bigger and
bigger but enforcement unfortunately
becomes poorer and poorer. Every
time the enforcement agency is found
at fault it asks for more powers and
we readily grant those powers.

.
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Tue DEPUTY CHAIRMAN: You
There is a

may continue tomorrow,
Message.

MESSAGE FROM LOK SABHA

Tue PAYMENT OF BoNus BiLL, 1965

SECRETARY: Madam, I have to re-
port to the House the following mes-
sage received from the Lok Sabha,
gigned by the Secretary of the Lok
Sabha:—

“In accordance with the provi-
siong of Rule 96 of the Rules of Pro-
cedure and Conduct of Business in
Lok Sabha, I am directed to enclose
herewith a copy of the Payment of
Bonug Bill, 1965, as passed by Lok
Sabha at its sitting held on the 9th
September, 1965.”

Madam. I lay the Bill on the Table

Tag DEPUTY CHAIRMAN: The
House stands adjourned till 10.00 a.m.
tomorrow.

The House adjourned at
four of the clock till ten of
the clock on Tuesday, the 14th
September 1985.



