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SOME HON. MEMBERS; s it s0?

MR. CHAIRMAN: Order, order. Mr.
Gupta, please sit down. I am afraid I will *iot
allow any further remarks on this subject.
The Companies (Amendment) Bill, 1963.

REFERENCE TO ARREST OF SHRI B.
P. MAURYA, M.P.

SHRI B. D. KHOBARAGADE
(Maharashtra): With your kind permission
may I draw the attention of the House to the m
arrest of Shri Maurya, M.P. because hon. Mr.
Hajarnavis had promised t° rnake a statement
on thi; issue and now we have only two days?
Our House will sit only for two days.

SHrR1 BHUPESH GUPTA (West Bengal):
No.

MR. CHAIRMAN: He said that the notice
has been given. The matter has been brought
to the notice of the Government and you will
get to know.

SHrT B. D. KHOBARAGADE; I
have to request you, to request on
our behalf the Minister to make a

statement before we adjourn

MR. CHAIRMAN: It depends on the
Government to say what can be done.

SHRI B. D. KHOBARAGADE: About Mr.
Maurya's arrest .

MR. CHAIRMAN: I ,m now proceeding to
the next item on the agenda.

SHRI P. L. KUREEL URF TALIB (Uttar
Pradesh): It has already been promised. I
have given two motions.
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SHRI A. M. TARIQ (Jammu and Kashmir);
This is what Mr. Khoba-ragade had said.

MR. CHAIRMAN: I will not allow. I think
I speak a language which some Members will
not understand. When I say I will not allow, I
mean I will not allow. Mr. Krishnamachari.

THE COMPANIES (AMENDMENT)
BILL, 1963

THE MINISTER ofF FINANCE (SHRI T. T.
KRISHNAMACHARTI): Sir, [ move:

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

Sir, the
propositions.

Bill contains roughly four

SHrI BHUPESH GUPTA (West Bengal):
Before you start, we would like to know why
you did not include us in the Select
Committee.

MR. CHAIRMAN: You can sa, it when
you are speaking.

SHrl BHUPESH GUPTA, That is not the
point,

MR. CHAIRMAN: That is th«
point.
AMI

SHRI BHUPESH GUPTA: Thee; was a
Select Committee. We do not even have the
report of that. A Select Committee was
appointed by that House.

MR. CHAIRMAN: Let the House proceed.

SHRIT. T. KRISHNAMACHARI: Isee that
some hon. Members have-given notice of a
motion for reference to a Select Committee
and on that motion the hon. Member can
speak.
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So far as this particular measure before the
House is concerned, as 1 said, it falls into four
parts. One proposal is t set up a Tribunal for
the purpose of advising the Government in
regard to the conduct of people who manage
the companies. Where such conduct is in
question, the matter is brought before the
Tribunal. The Tribunal, as it is conceived in
this Bill as it has emerged from the Lok
Sabha, will be composed of a chairman with a
definite judicial bias. The second proposal is
with regard to section 81 of the Companies
Act where a change is sought to be made to
enable the Government to convert loans into
equity, notwithstanding the ordinary need of
the Companies Act, to get a special resolution
passed by the shareholders. A safeguard has
been introduced in this particular regard so as
to prevent any hasty action on th, part of the
executive, by making it incumbent that any
proposal of this category must be put (n the
Table of the two Houses of Parliament and
should remain there for thirty days when
Parliament is in session. That, of course, is a
procedure which gives an opportunity to hon.
Members of Parliament to make their views
fully known, and to compel th, Government
to take action or to desist from taking action.

The third amendment is with regard to
section 153 and what follows thereafter,
namely in regard to the position of trustees
and the equity that they hold. I would like to
underline this particular point. We are not
interfering with all these trusts. All that we
seek to do is to put a certain limit on the
voting power in regard to equities held by
trusts, beyond a certain amount.

The fourth proposition is somewhat of a
domestic character, that is to say, the
reorganising of the organisation which
control the Company Law Department.
Instead of being what is called a Department
with a Secretary, it will be a Board with
mem-

[ 19 DEC. 1963 ]

(Amdt) Bill, 1963 4212

bers not exceeding five in number. The
Government's intention in respect of this
particular Board is also to add other functions
to it like per-. haps, the control over stock
exchange.

These, Sir, are the four parts of this
measure before the House.

[THE VICE-CHAIRMAN (SHRI M.
GOVINDA REDDY) in the Chair.]

I would like to explain the need for a
Tribunal. It arose from a report that the
Government got from a committee called the
Daphtary-Sastri Committee which reported
on certain aspects of the recommendations or
observations of the Vivian Bose Commission.
Government felt that there was a need for a
Tribunal to which the Government could refer
cases of maladministration and all that
follows, in respect of companies and obtain
the findings of this Tribunal whether there
has been maladministration, whether the
officers and directors concerned with the
companies have acted improperly. If the
findings are in the affirmative, then the
Government can take certain actions, namely,
remove the directors, remove the managers,
suspend them and make them ineffective for
five years.

Sir, a provision has been incorporated that
in the cases where the punishment is unduly
heavy or too restrictive, or if they had not
cognisance of factors which are subsequently
known, then the Government may refer the
question to the Tribunal, and if the Tribunal
agrees, remit a portion of that prohibition,
that is to say, if it is 5 years, it may be made
less. I would request hon. Members to take
note of the fact that the executive will not act
on its own volition, that is to say, on its own
initiative. The matter may be referred to the
Tribunal, but the final verdict is in the hands
of the Tribunal The Tribunal can keep it as it
is, unless it feels that concession is necessary
in the interest of equity.
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[Shri T T. Krishnamachari.]

Coming to another question, as I have
said before, the Tribunal will have a
definite judicial bias. The chairman of the
Tribunal will be a person who has been a
Judge of a High Court or is a Judge o/ a
High Court or is competent to be
appointed a Judge of a High Court; that is
to say, the Tribunal will have as chairman
a person who has a judicial background.
This should satisfy hon. Members with
regard to th. judicial character of the
Tribunal. The Tribunal has been vested
with a fair amount of power. /t can not
only deal with matters that I have already
mentioned, but it can also deal with
certain other matters mentioned in the
Company Law in sections which have
been enumerated in the Bill, and w*hich
are normally referred to a High Court.
The Tribunal will have all the powers of a
Court for the purposes of hearing
evidence obtaining documents and so on.

The next proposition, as I have
mentioned, is the conversion of loans to
equity on which, I think, a certain amount
of heat has been generated in the country.
The idea is that if at any time such a
change is necessary, there are inhibitions
in regard to the necessity to obtain a
majority vote of the shareholders by a
special resolution. That would be all right
if the management agrees. But in some
cases the management may not agree. As
I have said, various propositions have
been made, whether it should be re-
trospective or only in respect of future
loans. It wasi felt that it should be
sufficiently comprehensive and also that
this check ought to be put on the
executive that I have mentioned before.

On the question of trusts, Sir, I have
indicated that th. intention is not to
interfere with the freedom of the trustees
with regard to the administration of the
trusts, or with regard to tne disposal of
the funds. They
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(Arndt) Bill, 1960 431,

are also guided and controlled by the
Trusts Acts which are enacted by the
various State Governments in that regard.
Here the problem has arisen from a
different point of view. It is purely a
Company Law problem. Equities in
companies are held by trusts. The trustee
is a person who is also a business
manager or director or owner of
concerns, with equities perhaps in the
same company. Aggregation of the
equities held by the trust or by the
individual who is a trustee or his family
which happens to be interested in the
trust, gives them a certain amount of
economic poweT with regard to these
companies which makes them control
those companies. That is what is sought
to be avoided. We do not want to
interfere at all with the administration of
the trusts. As a matter of fact, this may be
got over by reducing the holdings of
trusts in companies to the margin men-
tioned in the Bill. By diversifying their
investments, they can still have equities
and get their dividends. But if they
aggregate all that with what they
themselves possess they get such voting
power that the Government can do
nothing about it. Therefore, this very
limited objective is aimed at here.

As T have said, it can be got over by
their spreading it over. Instead of having
it in one firm, in which case the
provisions of this particular measure will
be attracted, if it is put in hundred
companies, nobody is going to ask them
anything. The manner in which the
Government seeks to exercise its powers
in this respect is this. Government do not
know how many such companies there
are, nor do they know how the voting
rights are in the trusts, in private
companies or in the hands of private
individuals and how they can be
aggregated. I am sorry I do not know
how many trust* there are that hold
equities and of what nature and the
possibilities of aggregation. These are not
known to us, nor will they be known to
us by
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examination. It is something stupendous and
the amount of money and time that we have;
to spend to get this information is such that it
is completely out of the question. So what is
now sought to be done is to put a limit so that
these provisions would not be attracted. There
will be a public trustee and automatically the
voting rights above that limit would be vested
in the public trustee. If any trustee feels that
voting rights should be exercised in regard to
any particular company in respect -of the
equity holdings of the trust She can write to
the public trustee and say that a general
meeting is fo be held in which in the interests
of the trust the voting right should be
exercised giving the details of the proposition.
Under ordinary circumstances if the public
trustee has no information in regard to the
mmala fides or otherwise of the trustee
himself, if he is satisfied with his bono fides,
he can say, 'well, I will give you the proxy;
you can represent the trust on my behalf, on
behalf of the public trust.' But if there is any
doubt he can ask any officer—probably one of
the officers of the Company Law Department,
the Regional Director or somebody else—to
be present at the meeting and exercise the
proxy in a particular manner so that the
interests of the trust are safeguarded. It is not
in the interest of anybody else and the public
trustee cannot and I think would not ask for
his voting rights to be exercised for any
purpose other than safeguarding the rights of
the trust. Or if he just keeps quiet, if he says, 'l
do not think there is any need to do it'
ordinarily the share-bold er; do not exercise
any rights at all; most of them are interested in
their divViend; rather than anything else;
excepting the group of managing agents, the
managing directors and the families which
control the companies the other shareholders
are not interested—it might be the opinion of
the public trustee.

Companies

So without interposition of a public trustee
who can act if necessary either on the advice
of the trust or because

S81 RSD—4.
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he gets other information himself or the
company is notorious, I do not think that the
purpose that the Government have in mind,
namely, to break down this concentration o/
power by acting anonymously or
pseudonymously as the case may be can be
achieved by any other means, if hon.
Members have any other suggestions, I am
quite prepared to hear about them. But this is
the thinking of the Government and that is
why this provision is there.

The last thing, as I said, is merely a matter
of administration. The question of one
Secretary being there or a Board being there is
a matter of convenience. The character of the
Company Law Administration is not changed.
In fact it is strengthened by the fact that three
or four people would be looking into this
matter, sitting a; a Board. We are only delega-
ting powers to them. The Secretary in the
Board of Revenue under whom the Company
Law Administration comes is still the person
incharge of the policy and ultimately the
Minister is in-charge of the policy. Therefore,
it is an administrative device whick we think
is more suitable where we can give them
charge of analogous functions like that of
controlling the stocks exchanges etc. That is
why the change is proposed that there should
be a Company Law Board with right* of its
own to carry out such of those duties and
functions as are from time to time delegated to
it by the Secretary and the Government. It is
always possible for the Secretary to assume
those powers. This is only a matter of
administrative convenience which I hope the
hon. House will recognise as something which
has to be decided by the people who would
have to function there.

These are the four objectives of" thig
measure and I  commend this measure to
the hon. House.

The question was proposed.
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THE VICE-CHAIRMAN: (SHRI M.
GOVINDA  REDDY) There are four

amendments all to the same effect. Who will
move?

SHRI DAHYABHAI V. PATEL (Gujarat):
Sir, I move:

"That the Bill further to amend the
Companies Act, 1956, as passed by the Lok
Sabha, be referred to a Select Committee of
the Rajya Sabha consisting of the following
10 members, namely:—

. Shri Si tar am Jaipuria

. Shri M. P. Bhargava

Shri M. Ruthnaswamy

. Shri Bhupesh Gupta

. Shri Vimalkumar M, Chordia

. Shri Rohit M. Dave

. Shri M. S. Gurupada Swamy

. Shri Mohan Singh Oberoi

. Shri Lokanath Misra

10. Shri Dahyabhai V. Patel (the mover).

© ©® 9 N LA W N —

with instructions to report by
of the next session."

the first day

The question was proposed.

Surt  BHUPESH GUPTA: Mr. Vice-
Chairman, Sir, it goes without saying that I
should be very much interested in having the
Company Law amended and the amended
measure expeditiously put into operation. A
far as the suggestion for the Select Committee
is concerned, I should like to protest against
the attitude of the Government in the matter
from the standpoint of this House. I know
what mwill happen to the Select Committee.

SHRI K. SANTHANAM (Madras): Is he
speaking oris he . . .

THE VICE-CHAIRMAN  (SHRI M.
GOVINDA REDDY): ,-He is speaking on the
motion and the amendment.

Surt BHUPESH GUPTA: Everything I am
speaking on, including *what you may say.

[ RAJYA SABHA ]
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I do not know why it was not possible for
the Government to have a Joint Select
Committee in this particular matter. What
came in the way? It is a bad practice that even
in such matters this House should be left out
of count in this manner, although I am quite
aware of what happened in the Select
Committee. The Select Committee was
subjected to all kinds of pressure and it seems
for a while demonstratively the big business
lobby in Parliament became very active and
succeeded or nearly succeeded in scuttling
whatever is proposed here with regard to the
conversion of loams from the Government
into equity shares. Therefore, the Select
Committee as such does not satisfy me if the
Select Committee is packed up with the
gentlemen of the big business.

SHRI T. T. KRISHNAMACHARIL: On a
point of order, I do not think it is fair to cast
any reflections on a Select Committee of the
other House.

THE VICE-CHAIRMAN: (SHRI . M.
GOVINDA REDDY) : No reflections on the
Select Committee.

SHrRl BHUPESH GUPTA: Not on the
Select Committee; it is an august body. I said
gentlemen of the big business. In the temple
sinners should not enter. When I say this I am
not talking about the temple; I am talking
about the sinners. Mr. T. T. Krishna-machari
is an intelligent person and he should not

SHRI K. SANTHANAM: On a point of
order, is the hon. Member saying that the
Members of the Select Committee in the other
House were guided by the big business? Is it
his allegation?

SHRI BHUPESH GUPTA; How can I say
such things? There was a member of the
Communist Party also. He had nothing to do
with the big business. [ was saying that the big
business was very active outside, the big
business lobby. That is what I said. I knew,
Mr. Santhanam, that there
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would be an interruption from your side and |
took care to see that the interruption was met.

Now, I am not saying anything—I make it
clear—though some day I will have to speak
about that also. Today I am not making any
reflection on the Select Committee. I am
drawing the attention of the country to the
existence of a big business lobby somewhere
not very far from this House. That is what [
say; you may imagine where it is.

SHrR1 K. SANTHANAM;
Communist lobby also.

Like the

SHrRi BHUPESH GUPTA; Well, the
Communist Party is inside the House. I do not
know why Mr. Santhanam who is supposed to
fight corruption is getting touchy about it.

SHRI K. SANTHANAM: Corruption is
common to both Communists and the big
business.

SHri BHUPESH GUPTA: Then 1 shall
bring a motion to remove you from there.

THE  VICE-CHAIRMAN  (SHRI M.
GOVINDA REDDY) : Mr. Santhanam is not the
subject for discussion, Mr. Bhupesh Gupta.

SHrr BHUPESH GUPTA; But Mr.
Santhanam is talking

THE VICE-CHAIRMAN; (Saw M.
GOVINDA REDDY) ; That is all right. You
proceed.

SHrR1 BHUPESH GUPTA: . . . because he
has an obsession about the Communist Party.
Anti-communists can never fight corruption, I
can tell you that much. Anyhow, I shall leave
Mr. Santhanam alone. Mr. Rrishna-machari
might take note of what we have to say.

Now, the position is this. It should have
been a Joint Select Committee and a
Committee consisting of men not
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of the big business. I am not reflecting on the
Select Committee. There are many people
opposite, Congressmen I know, who have no
connection with the big business, who are not
amenable to the pressures of the big business. I
can see these' gentlemen sitting on the Select
Committee and functioning in the interests of
the country. Therefore, not only I am making
no reflection on the Select Committee but I am
making no reflection on the Congress Benches
as such either. Therefore, when I say that in
principle there should have been a Joint Select
Committee [ have in mind the performance of
the Select Committee in this matter. It is a
good thing that the Government have rejected
ultimately, if not wholly, at least substantially,
the suggestion mad, by the Select Committee
which was a retrograde and reactionary
suggestion. I mean the suggestion with regard
to the loans. I wish to express my satisfaction
at the manner in which some Congressmen
who took a stand against the concentration of
wealth functioned because it is because of
these Congressmen the Congress Party
decided it, despite the pressure from very high
quarters not to accept the recommendation of
the Select Committee. I do not know whether
Mr. Santhanam belongs to that category, but it
does not seem so. But to those Congressmen
who took a firm stand against the proposal of
the Select Committee I certainly have some
good words to say. That is why I express it
here because today it is clear that the
demarcation is taking place, inside Parliament
always it has been taking place, but also in the
Congress Party as between those who stand for
big business reaction and those who stand for
progress and attack against big business.

SHrRI GURUDEV GUPTA (Madhya
Pradesh): How are you concerned with the
Congress Party?

THE  VICE-CHAIRMAN  (SHRI M.
GOVINDA REDDY) ¢ Order, order.
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SHrRI BHUPESH GUPTA; It is in the
papers. You do not invite me to your
meetings. Therefore, I say it from the papers.
Even when I give you tributes you seem to be
angry or not very happy. I do not know which
lobby you belong to.

Mr. Vice-Chairman, as far as this measure
is concerned, we should have liked a
comprehensive legislation for amending th,
Companies Act, 1956. After the revelations
made by the Vivian Bose Enquiry
Commission what we need is not a piecemeal
measure of this kind. What we need is a
thoroughly comprehensive legislation to strike
at the concentration of wealth, to surround big
business from all sides, to prevent their
malpractices at all stages and to see that these
elements who thrive on profiteering, high
prices and swindling of public funds, do not
any more thrive in the economic sphere to
corrupt the economic life of the country to
distort our economic growth and to pollute the
political life of the country as well. That is
what is needed. Unfortunately, we do not have
such a measure before us as yet. I think the
Government Should some day, the sooner the
better, formulate such a comprehensive Bill
and come before the House with that

Seven years have passed since we enacted
the Companies Act in this House and in the
other House. Seven years have given us plenty
of experience with regard to the adminis-
tration of the Company Law and also with
regard to the ways of big business in the
country. In this connection, the Vivian Bose
Commission's Report has been a forceful
reminder to the nation that what we need
today is an all-out offensive—fiscal,
economic and otherwise, against
concentration of wealth and against the
operations of big business. I think Mr.
Krishnama-chari, who warned us before he
left the Ministry, against the man-eater,
should not merely be riding the tiger, but he
sho-ild do something against the man-eater
today. You have got the gun in your hand.
Fix the target.
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Shoot the tiger. That is what I expect of him
and not to tell Parliament: "I am riding on a
tiger. I cannot get down." It is not a question
of riding on a tiger. The man-eater is just
around us. That is what you warned Us about.
Today, once again, he is in the Ministry. What
we expect of him is not to evade responsibility
but to attack the tiger and the man-eater and
be finished with it once and for all. That is
what we need, but this measure does not serve
that end at all.

Now, Mr. Vice-Chairman, I was a little
distressed to read in the newspapers about Mr.
Krishnamachari's speech when he said that he
was not much worried about the concentration
of wealth. After all, the Government could
take over that. But who will take it over? Why
should you leave it to your grandson to take it
over? That way we shall never take it over.
Why should he not take it over? The
Constitution demands that he takes action.
The Congress Party in its resolutions demands
that he takes action. The Vivian Bose
Commission has said that action is called for.
Public opinion is in favour of action against
big business including concentration of
wealth. Why should he postpone it
indefinitely? I do not know why. It is a
fantastic thing to suggest. I allow the tiger to
fatten, the tiger to grow stronger and leave it
to somebody else to deal with it later. That is
not statesmanship. That is not correct. And
that is how the Minister of Finance should not
function in the country.

Concentration of wealth has gone too far
already and this is the time to strike against it.
Already we are late and We would expect the
Government to act now before it is too late.
We will not take over if the concentration of
wealth is allowed to grow in the manner in
which it) is growing in the country. It is big
business which will take over the
Government, rather than the Government
taking over big business. That
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has been the experience of almost all big
capitalist countries in the world and it is
not going to be an exception in the case
of our country. This is the law. This is
the objective law of social development.
Either we beat big business and the
concentration of wealth and the
monopolist elements or they beat us.
There is no third choice or alternative in
this matter. To mark time today is to
allow it to grow. That is what we are
doing. Therefore, I cannot understand
why Mr. Krishna-machari should not
have acted according to what he had said
when he left the Ministry some time
back.

Companies

As far as the management is con-
cerned, nothing has been done really to
check corruption. The Company Law is
very faulty and this amendment will not
do. How many prosecutions have you
launched against the management today?
Even today we do not have a single
person of the Sahu-Jain concerns
prosecuted before a court of law. They
say that opinion is being sought from
legal quarters and so on. Yet we find the
Defence of India Rules and other things
being used at random against political op-
ponents or Parties of the Opposition.
When it comes to Sahu-Jain concerns we
do not see any person being arrested or
put in jail or being prosecuted. Therefore,
we say that when the Vivian Bose
Commission gave their Report, they said
that they should not act in this manner.
And you said that they were going to
change it. I do not believe it. When the
Punjab National Bank case came up, its
Chairman was Mr. Shanti Prasad Jain. I
think he was removed from the chair-
manship or he was asked to resign. Good.
But what happened? His son, Mr. Ashok
Kumar Jain, who controls really the
business, who is the next in command,
was made the Director and Mr. Sital
Prasad Jain, who works behind as a
dummy of Mr. Shanti Prasad Jain is yet
another man on the Board of Directors of
the Punjab National Bank. Am 1 to
believe that the mere disappearance of
Mr. Shanti
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Prasad Jain as the Chairman of the Board
of Directors of the Punjab National Bank,
has improved the situation? Materially it
has not. That in how big business families
behave in ou, country. And you will find
that not only in this but even on the Board
of Directors of the State Bank of India.
Today you will find Mr. Goenka, you will
find a Birla representative and you will
find, T believe, Mafatlal. Why should
these people be there against whom there
are so many charges and allegations? The
Government does not even keep them out
of the Board which is supposed to run a
public undertaking. Therefore, I say that
no fundamental change is going to come
out of this Bill. The management of big
business concerns is in the hands of a few
families. Ten or twelve families in the
country have cornered a vast complex of
industries with huge capital and other
resources and it is not easy to eliminate
them even in cases of corruption by this
kind of measure. One person goes.
Another in the family comes in and takes
his position.

That is how it happens. We demand
that certain big business people should be
black-listed, and there should be a law
that not one of such people may be
included; the rule should be that they
should not be included in any company
on any board of directors. For example, 1
would like it to be enacted that those
black-listed people are out-lawed as far
as the board of directors are concerned.
There should be investigation into the
affairs of all these concerns, and a
running blacklist should be there, and it
should be known to the country that by
law it is prohibited to include any of them
on the board of directors of any company.
That is how we should go about it. We
can make suggestions as to who are these
people. Let this matter be debated. It
gives no consolation to us that you just
ask them to quit one company to become
the director in another company. We
want them to be kept out of the pale
of
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[Shri Bhupesh Gupta.] company finances
altogether, and that is how we should deal
with them. The management again is such that
it is leading to the concentration of wealth.

Therefore, w, need an  integrated policy
against the concentration of wealth. Inter-
locking is still going on in our country, and the
Company Law has not prevented it very much.
Outwardly it may seem that today we do not
have much inter-locking but everybody
knows that members of one family get
together and make internal arrangements
and accommodation in order to bring about
interlocking by circumventing the existing
Company Law. In this context the trusts ar,
used. Am I to understand that the proposed
legislation is going to strike hard against the
mis-management or malpractice or
misfeasance on the part of the charitable trusts
or trusts that are created by these people? I do
not think so.  The trusts have become an
instrument of  concentration of  wealth,
economic  power and malpractices in  the
country. What we need is a
change in the trust law in the first
place and also a change in the Company Law
together with other fiscal measures in order to
deal with these trusts which are another name
for a kind of arrangement in order to carry on
the concentration of wealth and malpractices on
the part of businessmen. I should like to
know  what action has been taken  against
the various trusts of Mr. G. D. Birla or the
Birla House. Yet it is known that these trusts

are being used for all kinds of
malpractices, and  serious allegations are
there. It s well known that the
Nizam's Charitable Trust again is an

institution for  all kinds of manipulation, and
the Secretary of that charitable trust together
with the Financial = Adviser of  the Nizam,
Mr. Taraporewala, have landed themselves in
prosecution under section 420. This is
known now. It was done after we had made
allegations in this House and read out confi-

[RAJYA SABHA ]

(Amdt.) Bill, 19€6 4226

dential reports. Only then the Central
Government took action in the matter and
prosecution was launched in the middle of the
year. Now I should like to know what steps
are going to be taken in similar circumstances
against such trusts. I tell Mr. Krishnamachari
that we need a proper and thorough
investigation by an investigation commission
into the trust affairs. We cannot leave them as
they are today.

Then 1 would like to know what you are
doing about Bird and Company. An attempt
was made to hide the facts. Bird and Company
have landed themselves in foreign exchange
violation, that was the allegation. What action
have you taken against them? Have you
removed any man from the Board of Directors?
The Company Law gives you power to do
something about it. Nothing has been done as
yet. Yet Mr. Benthall has come from England.
He is a very high-up in Bird and Company. He
has come all the way from England to lobby
here. Bird and Company is a one hundred per
cent. British concern in our country. I do not
think any Indian shareholder is there. Now
having landed in a soup, they have sent their
top man to lobby influential people in the
Government and other places so that they can
escape. There is a feeling in Calcutta that Bird
and Company may escape the arms of law
because of the very great influence it has in
certain quarters. I should like to know what
action is being taken.

SHRI LOKANATH MISRA (Orissa): Does
the hon. Member know that many useless
relations of  Ministers have got
accommodation in that particular company?

SHRI BHUPESH GUPTA: Well relations of
Ministers may be useful or useless, I do not
know. But certainly this is a matter which
should be gone into, because public suspicion
has been roused. Some Ministers' sons, not all,
are very highly placed in certain private
concern*.
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This should be gone into. I should like to
know what happens to them. But, then our
1.C.S. officers, after retirement, our I.A.S.
officers after retirement and our L.P.S. officers
after retirement take up jobs in big business
concerns, high-salaried jobs. Even the former
Secretary-General, not the present one, nor
Mr. Nehru, but Mr. Pillai immediately after
retirement, took up a job in Martin Burn and
Company, and he became a director. Am I to
understand that there was no negotiation
between him and Martin Burn and Company
when he was in service for this jab? Yes,
certainly there was negotiation.

Companies

Suri T. T. KRISHNAMACHARI: I would
like to say that there was nothing there with
which Mr. Pillai was concerned. He had
nothing to do with Martin Burn and Company
while he was in service.

SHRIMATI JAHANARA JAIPAL
SINGH (Bihar): It was only his daughter-in-
law.

SHrl BHUPESH GUPTA: Well, if I have
many sons, I can get them married to
important daughters. I know that. One should
not get into a brother-in-law's firm in this
mariner. Am I concerned with daughters-in-
law here?

THE  VICE-CHAIRMAN (SHRI M.
GOVINDA REDDY): You are not concerned
with anybody.

SHrl BHUPESH GUPTA: We are
concerned with I.C.S. and other officials who
take up jobs after retirement. Seventeen such
people of the All-India Service have taken up
jobs, and that was revealed in the House some
time back by the Ministry itself. That should
be stopped.

I would like the Minister to tell us
something about Mr. Benthall and what he is
doing in this country, since he has come, and
for what purpose the visa was given. It may
not require a visa but some permit or .some
such thing was given. What  is
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the purpose erf his visit? How many Ministers
and others has he seen? But I would like to
tell you that we should be vigilant about Bird
and Company, and I warn the Government
that if any concession is given to them in this
matter or if any laxity is shown, well, this will
not only do damage to it, own prestige but
will demoralise even the business circles in
Calcutta who think that Bird and Company,
being very influential, might get away from
these charges that are under consideration
against them.

THE VICE-CHAIRMAN  (SHRI M.
GOVINDA REDDY) : Just a minute. There is a
large list of speakers here. The House will
have to sit through lunch.

SHri BHUPESH GUPTA: Now, I am
passing on to the next point, about the
conversion of loans. As I said, we support the
original provision. It was good. I have got the
Bill as introduced in the other House and the
Bill as passed. First of all, I would like the
Minister to explain in his reply why certain
provision has been brought in "in public
interest". Government always acts in public
interest. In the original Bill when they
provided for the conversion of Government
loans into equity shares, the words "public
interest" were not there. But in the amended
Bill you will find that they have used the
words "public interest". My fear is this that
they have done so partly under pressure, that
is to say, to assuage the feelings of big
business that these things will not be done as a
matter of routine. Now, public interest
demands the conversion of loans and it need
not be mentioned at all, and the original
provision was much better than the one they
have finally passed in the other House. This ie
what I would like to mention in the beginning.

The second point that I would like to
mention, in this connection, is this: Why are
you not recovering the loans from Tata Iron
and Steel Company
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[Shri Bhupesh Gupta.] and from
Ironand Steel
Company? A sum of Rs. 10 1 p.m.
crores was given to each of
them, under a contract in 1954 and
at that time it was expected that after the
expansion with the help of the loans, the
money would be repaid together with the
interest. Today, these Rs. 20 crores, not a
small sum, are lying with them, and nearly ten
years have passed. The other day, the
Minister, Shri Subramaniam, told me in the
House that they were not even paying the
interest on these loans. I do not know if they
have started paying the interest now. But these
loans should be recovered immediately or
turned into Government shares. Why can't
they do it? Is it not in the public interest to do
so, well, if you like that expression? These
loans were given to them irrespective of their
internal resources.

Companies

Indian

[THE VICE-CHAIRMAN (SHRI AKBAR ALI
KHAN) in the Chair]

Government did not go into their internal
resources before advancing these loans.
Secondly, these loans were given to them
without the prior sanction of Parliament.
Thirdly, having given these loans, Govern-
ment did not take steps to recover the money
even after they had made enormous profits by
way of expansion with the help of these loans.
And now they are leaving it in their hands for
an indefinite period and yet, they impose
economic, burdens on the common man.

Mr. Vice-Chairman, therefore, I should like
to impress upon this House that these loans
should be recovered immediately or they
should act under this law, treat it as a matter
of public interest, convert these loans into
shares of Government and have their say in
the Tatas and Indian Iron and Steel Company.
That is what I would like to say. It is a scandal
that you are pampering the big business in this
manner. We know that we need those
companies for the expansion of steel and so
on.
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Well, but this is not to pamper them. They are
being helped by the retention prices of steel;
they are being helped by allowing them
various other concessions, and why must we
give them ready cash of the order of Rs. 20
crores and then not recover it? It is a scandal, I
say. Well, here again, the Jayanti Shipping
Corporation ;“iven, without the sanction of
Parliament, Rs. 20 crores. Again, a person
suddenly appeared on the scene and managed
to get this loan. Why was the Jayanti Shipping
Company given it when Mr. Teja was in a
position to find that money within his own
internal financial resources, and we are told
that he is a man who is connected with all
kinds of business concerns in the United
States and so on. We would like the Govern-
ment to take over some of the shares of the
Jayanti Shipping Company and Government
should not allow the money to lie in their
hands.

Today the time has come for the
Government to orient its policy in such a way
as it becomes possible for them to buy, to
transform or to convert these loans into
shares. And well, mixed economy should be
there also. They should not be allowed to run
the companies with public loans from the
Government's side without meeting the
obligations which they should meet, and if
that is so, in that case, we should certainly
safeguard national interest by acquiring shares
in these companies. It should be compulsorily
done. That would enable the Government to
have a better control over the companies also
and at the same time it will promote the
expansion of industries as well, as has
happened in the case of the Tatas and the
Indian Iron and Steel Company.

I must invite the attention of the House to
another argument which the Indian Iron and
Steel Company is now putting forward. They
say that they have to develop their collieries,
which would cost about Rs. 12 crores and that
they have to develop certain other things
which would cost them
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about Rs. 10 crores, and that is why they are
not in a position to repay the loan. Unless
there is a probe into the finances of this
company a:.id of the companies controlled by
it, we should not be misied into thinking that
our accommodation is meant for the
expansion of industries and so on. They are
trying to grab money from the State
Government, holding the country to ransom
and blackmailing the Government into
surrendering to them by saying that unless
you give us loans of crores and crores of ru-
pees, we will not be able to carry out the
expansion. If they say so, let them say, but we
have got our Industries (Development and
Regulation) Act arid, if necessary, we shall
take over these concerns and can run them
well with the same personnel, eliminating the
management which is' in the hands of big
business. We can keep the same technical
personnel. Why should we be upset by their
threats and blackmailing" tactics, so that we
allow so much money to remain in their hands
and not recover them? Therefore, I think that
this provision is strengthening them and I am
sorry that the Minister faltered hi regard to
this matter. In the other House, he should have
stuck to his original provision, not only stuck
to his original provision but should have acted
in the spirit of that particular provision.

Companies

Then, finally coming to the point of the
Company Law Administration, I need not say
very much on the subject. We have expressed
ourselves adequately on it. Now, you are for-
ming a Board. It is quite clear from the
provisions of the Bill that the Board is not
going to be the same independent entity as the
Company Law Administration was. The
Com-pnay Law

SHRI T. T. KRISHNAMACHARI: The hon.
Member might recognise that the Company
Law Administration was never
independent:—it had its Secretary and
others—and it had to carry out the directions
of the Government. If the hon. Member
has
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any idea that the Company Law
Administration formerly was independent and
that its independence was being taken away, [
think it is a mistake.

SHHX BHUPESH GUPTA: Well, if it was
not so relevant, then why did you change it?
Now, it will be a department. As you said in
your memoradum today, there will be a Board
and there will be some Secretary or some
people who will be in-charge, Chairman of the
Board and so on, some such thing. Now, I can
understand the entity being shifted from one
Ministry to another, if you like. But I should
not like it to be a subsidiary to this
Department. On the contrary we would like
the Company Law Administration being given
more powers and authority subject to the
overall jurisdiction or superintendence and
direction of the Ministry, naturally. But that is
not the position today, and well, we had
expressed in this House that the hon. Finance
Minister, without even any reference to the
authorities of the Company Law
Administration, suddenly he got it done. We
should like to have, now that he will be
speaking on the subject, a better explanation
as to why such a change became necessary for
him to be made in this manner suddenly,
when really the neel was to augment its power
and authority and make it function more
effectively.

Mr. Vice-Chairman, these are the four
points on which I have spoken but I would
again urge upon the hon. Finance Minister to
consider the advisability pf bringing forward a
comprehensive legislation to amend the
Company Law and give up his theory of
either ridding on a tiger or allowing the
concentration of wealth to go with a promise
of something like a pie in the sky. Some day,
somebody can take it over. I say, this is not
the right approach. Our Constitution and the
Government policies also sometimes are
committed to the weakening of the
concentration of economic power and here
and now
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[Shri Bhupesh Gupta.] the Government
should act in the matter. And I hope that the
Finance Ministry will play its due role in
weakening the concentration of wealth. We
are all with him if he wants to shoot the man-
eater; we are against him if he allows the man-
eater to run amuck. It does not matter whether
he is riding it or not. That analogy is rather an
unfortunate analogy, and I hope that the
country will not be taken in by this analogy.
We have got ample powers and authority to
act, and here is the time when we must act
against big business and strike hard at the
concentration of wealth and economic powers.

Companies

SHRI T. CHENGALVAROYAN (Madras): I
am grateful and beholden to the Chair for
giving me an opportunity to participate in the
debate .on the Companies (Amendment) Bill.
Not long ago, Sir, this House had the occasion
and the opportunity to consider the most
illuminating document in the form of the
Vivian Bose Commission's Report and at that
time, this House was considering the im-
perfections, the inadequacies and the
inarticulateness of the provisions of the
existing Company Law, and the searchlight
was turned on some of the diabolical designs
of certain corporate sectors so that this House
was convinced beyond any measure of doubt
that there must be a very revolutionary urge
for the purpose of revising the provisions of
the Company Law to deal with such offenders.
Our hon. Finance Minister has come forward
with this Bill which contains, Mr. Vice-
Chairman, six notable provisions which are in
a sense a departure from the conventional
concepts of the Company Law.

In the first place, Mr. Vice-Chairman I am
very much attracted by the creation of what is
now known as the "Company Law Board".
Time was when the company law admiinisira-
tion was entrusted to a Department, and it is
now right and proper, in my respectful
submission, that what was
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entrusted to the Department is now
sublimated to a Board under a statute. We
know, Sir, there are ever so many parallels for
such constitution of Boards under a statute,
and this Company Law Board will be one
such, and the powers and functions and duties
that are entrusted to this Company Law Board
are all pertaining to the day-to-day problems
and affairs that would normally arise in the
working of the corporate sector. I have very
great pleasure therefore in most respectfully
commending to this House the acceptance of
this very important provision.

Secondly, Sir, there is the constitution of a
Tribunal for the purpose of dealing with
certain delinquencies, with certain designs for
which the corporate sector may come within
the offending provisions of the company law.
Time was when these matters were dealt with
under the provisions of the company law,
having recourse to what we know as
misfeasance proceedings under the Company
Law, in a High Court. But now, Sir, this
constitution of a Tribunal functioning under
the Companies Act itself is a very welcome
sign for the purpose of seeing that there is a
Tribunal inside the Act and is working under
the provisions of the Act for the purpose of
dealing with such affairs. Mr. Vice-Chairman,
it is not a surprise innovation. We have ever
so many such tribunals created under special
enactments. For example, we have, under the
Sales-tax Act, the Sales-tax Appellate
Tribunal. We are having similar tribunals
under ever so many other Acts, and therefore,
I submit, that this House will be pleased to
consider that the constitution of this Tribunal
with all these enumerated functions, with all
these defined duties is certainly a very great
provision that has to be introduced in this
amending Bill.

Sir, the third point that rather makes a
certain amount of controversial ground is the
question of the amendment of section 81. I am
sure
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Mr. Vice-Chairman, that when we econsider
this provision relating to the amendment of
section 81 three important factors have to be
taken into account by the hon. Members of
this House. In the first place, it is not unusual
that in the exercise of the supremacy of the
Parliament, we always enact provisions which
are having retrospective effect. It is a well
known principle of legal criticism that no Act
can have retrospective effect unless a specific
provision is made in the Act itself and
therefore, Mr. Vice-Chairman, in this
amending provision of section 81 it is stated
that notwithstanding anything contained in the
previous provision, the clause wiil have a
retroactive operation. I would submit therefore
that this provision of a retrospective effect for
a certain aspect of the amending provision of
section 81 is certainly welcome, and it is in
coaso-nance with the exercise of parliamen-
tary supremacy.

Companies

Mr. Vice-Chairman, there is the other
criticism that emanates purely from certain
sanctimonious critics, who feel that the
sanctity of contracts should not be violated. I
am very glad Sir, that sanctimonious critics
asre so sanctimonious so ar as the contracts
are concerned though not in other respects.
But the one question, Mr. Vice-Chairman, that
I beg of this House to take note of is that in
the modern concept of a welfare State and in a
developing economy for this specific purpose
we have now embarked upon, what we now
call, the doctrine of eminent domain. Even in
trans-continental  jurisprudence—not  to
exclude America—this is the doctrine of
eminent domain, for the purpose of public
interest and for the purpose of realising some
of the laudable objects of a welfare State we
always go into the question of interference
with a contract. It is not a new thing, Mr.
Vice-Chairman. We have similar provisions;
we have in other enactments notwithstanding
a contract to the contrary.
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For example, we know that there is a very
important Act known as the Essential Articles
and Commodities Control and Regulation
Act, and it enacts that notwithstanding any
contract to the contrary the provisions at that
Act would be given effect to. Now what does
that mean, Mr. Vice-Chairman? It is for a
social purpose, and it is for a national interest
and if therefore we should have such a
doctrine, though with a certain amount of
modification, applied to a corporate sector, I
am not in a position to appreciate the
apprehension on the part of those critics.

Moreover, Sir, there is another important
aspect of this question of the amending
provision of section 81, namely, with
reference to interference with, what they call,
their repayment capacity. Mr. Vice-Chairman,
if we just understand what has been tfie policy
and the purpose for which tne loans were
given to certain corporate sectors, surely the
Government is not a magnificent moneylender
bent upon repayment of loani, intent upon
getting interest. In a developing economy, Sir,
the principle and the policy of the
Government has been and will ever be to
associate itself in the formation of certain
industrial potential. Government gives loan
not merely for the purpose of' loan; it is intent
on participating in the developing corporate
sector. And what is it that we give? We do not
stop with merely giving loans. We get thorn
the machinery; we acquire for them the land
in other words, Mr. Vice-Chairman, if [ may
bring to your notice and to the notice of this
House; what the Government give is, if [ may
say so, a functional finance; the loan that the
Government gives is in the nature and order
of a functional finance and therefore, Sir,
there cannot be any objection whatsoever to
the object of converting into or trying to get
shares in return for the repayment.

There is another aspect with regard to this;
it is said that this power k so naked, so
arbitrary and so un-
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[Shri T, Chengalvarowan.] bridled. Mr.
Vice-Chainnan, it is not naked, because it is
clothed with certain conditions. It is not arbitr-
ary because it is in the interest of the public
and it is not unbridled because there are
certain criteria for which due regard .shall be
had before action can be taken linder this
amending provision. We know, Mr. Vice-
Chairman, that whenever any power is
conferred upon the Government or, as a matter
of fact, on the authority concerned; the
conferment of such power would not be
considered to be arbitrary or unbridled or
naked, if the very provision conferring that
power carries with it a certain amount of
criteria. Now, Sir, this provision relating to the
amendment carries with it an important
provision that due regard shall be had to the
financial position of the company and, in
particular, to the terms of the issue of
debentures or to the terms of the loans, as the
case may be, and the rate of interest payable
on such debentures or loans, the subscribed
capital of the company, its loan liabilities, its
reserves, its profits during the preceding five
years and the current market price of the
shares of the company. These are the criteria
and the relevant considerations germane to the
exercise of this power—the statute itself
provides for this. If that is so, Sir, I am sure
there can be no criticism whatsoever on the
ground that this provision is naked, arbitrary
and unbridled.

Moreover, Mr. Vice-Chairman, this House
will appreciate that this decision of the
Government acting now under this proviso—
our hon. Finance Minister was pleased to say
on the floor of the other House, and he has
also reiterated here—that any such action
taken in exercise of this power will certainly
be placed before both the Houses. Can there
be, Sir, a greater guarantee and a greater
assurance for a bona fide exercise of tfhat
power? And this House no iess than the other
House is always given
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the opportunity to scrutinise, evaluate and
even interfere with such action that the
Government may take in exercise of the
conferment of that power on them.

Mr. Vice-Chairman, I may have your
permission to deal with another important
innovation in this amending BUI, and that is
with reference to the appointment of the
public trustee, and here I may most res-
pectfully submit to my esteemed comrade,
Mr. Gupta, that the question of the trusts is
certainly now sought to be achieved in two
ways. First, this amending Bill demands a
disclosure of the nature of the trust. Now that
will be the first step, and that will be a very
bold step, so that the Government will be in a
position to assess what is the nature of that
particular  trust-holding, what are the
concomitants of that trust and how that trust
has been managing so far. And if as a result of
such evaluation, if it comes to the appreciation
of the Central Government that such a public
trustee should be appointed, then the
provision gives that power also —to appoint a
public trustee—and it has been very clearly
pointed out, Mr. Vice-Chairman, by the hon.
Finance Minister that the appointment of the
public trustee has a limited purpose. It is not
to supplant the trustee. It is only to sup-
plement wherever he is delinquent, wherever
he is not active, wherever he is suspected to
be collusive, wherever he is not acting in the
high interest of the trust itself. It is, therefore,
submitted, Mr. Vice-Chairman, that this
provision relating to the appointment of a
public trustee is not at all to be objected to.

I have heard the criticism elsewhere why
cannot the provisions of the Indian Trust Act
be availed of for this purpose? And what is
this provision in the amending Bill if it is not
regrafting the very provisions of the Trust
Act? 1, therefore, submit with very great
respect that those provision regarding
the
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appointment of a public trustee is not a
negation of the trust law. It is not contrary to
the provisions of the Trust Act. As a matter of
fact, Mr. Vice-Chairman, if I can just submit,
it is the fulfilment of certain provisions of the
Trust Act which are practically incorporated
into the provisions of this amending Bill. I,
therefore, submit on this question that the
appointment of a public trustee need not
create any scare.

Companies

Here I am reminded of what Lord Maitlarad,
an eminent scholar and a Professor in the
Oxford University, said after delivering 18
lectures on the Law of Trust. He asked an ear-
nest student as to what he had learnt. That
student replied, "Never to trust a trustee". I do
not want to say that. But the question is that
when the corporate sector is having such a
trust functioning, in a colourable exercise for
certain persona) benefits, the Government
must have, am inkling into the management of
the trust and this provision is nothing but a
fulfilment of that object.

One word more, Mr. Vice-Chairman, and I
have done. I do not want to deal with the other
provisions of the Bill particularly the removal
of the managerial staff. That is nothing but
implementing the recommendations of the
Vivian Bose Commission. I will only answer
one remark from my esteemed friend, Shri
Bhupesh Gupta that this Bill is not
comprehensive enough. May I tell Win—and
I tell him with great respect—that I will only
conclude in the language of Cardinal
Newman, "One step is enough for me". And
that step we have taken, and *™ more steps we
may toe obliged to take, will 'be taken. That
step will not be found wanting to be taken at
any rate by our most gallant Finance Minister.

With these words, Mr. Vice-Chairman, I
have very great pleasure in supporting this
Bill whole-heartedly and appaaling to this
House to support it fully.
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Suri BHUPESH GUPTA: I have some
assurance on hearing a Congressman like
him.

SHRI DAHYABHAI V. PATEL: Mr. Vice-
Chairman, Sir, it ig said he who is firmly
seated in authority soon learns to think of
security and progress. This is the biggest
lesson in statecraft. This is , saying by a very
well-known person. I need not repeat his
name.

SHrt BHUPESH GUPTA: Who is that
well-known person?

SHRI DAHYABHAI V. PATEL: We heard
just now the last speaker saying, "Never trust
a trustee". Sir, I commend these words to the
people of this country, the voters of this
country who have voted the Members of
Parliament and this Government.

SHRI GOPIKRISHNA VUAIVAR-GIYA
(Madhya Pradesh): Including yourself.

SHRI DAHYABHAI V. PATEL: When I
say Members of Parliament, it does not
exclude myself, if you understand English.

SHRI N. M. ANWAR (Madras): He is
insulting the common sense of our electorate.

SHRI DAHYABHAI V. PATEL: Sir. wthen
the new Finance Minister took over and soon
after he brought forward two measures, or
amended certain measures which were consi-
dered coercive—I mean the Gold Control
Rules and the Compulsory Deposit—I thought
as a practical man, with experience of
business, we were going to get a new deal,
that industry in this country would be able to
live, to thrive. I was mistaken. If you read
through what happened in the Lok Sabha, you
will know, as everybody does know, that the
Finance Minister in this case does not seem to
be a free agent.
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[Shri Dahyabhai V. Patel.] Sir, we talk of
high democratic principles. Where are the
democratic principles? When a Select
Committee was formed for amending the
Company Law a few years ago, this
House was included. What is tine reason
for excluding this House now? Does the
presence of this House or the Members of
this House become too troublesome to
Government? On another occasion during
the last session, this House asserted its
right to be upon a Select Committee and I
would have expected my friends on the
opposite side to respond and join in a
motion for a Select Committee for this
Bill also. But things as they are, they
have to look to where they will stand next
time. So, I am sorry that I have to move a
motion for a Select Committee of this
type. I would have liked to include many
eminent friends on the opposite side,
lawyers, experienced people. We have
also a block of ex-Governors here. I
would like to include some of them
though they may be reluctant because the
motion is moved by me, not on the merits
or demerits of the case. Mr. Vice-
Chairman, this is one more nail in the
coffin of democracy.

On an occasion, not many months ago,
a Member of the Congress Party, sent out
invitations. I do not know what happened
but subsequently he wrote to them calling
them "Members of the 'Break-your-
promise' party". This is not a question of
invitation. I say the Congress Party, since
it has assumed power, has become a
fareak-your-promise' party right at the be-
ginning. And it is in this session and in
the last session that the Congress Party
has brought forward two measures. That
is going to make the Congress Party
virtually a totalitarian dictatorship in our
country. The first measure is the
Constitution (Seventeenth Amendment)
Bill, 1963 and the second measure is this
Company Law amendment. By that free-
dom o' any tvoe will be virtually taken
away. Wewill havea regi-
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mented government and, of course, the
close acquaintances of Mr. Bhupesh
Gupta and his friends and the so many
visits to the Soviet Union that they make
will make the Congress Members speak
in the Soviet language.

SHRI BHUPESH GUPTA: On a point
ox order. It is a reflection. May I know
how many times Mr. T. T.
Krishnamachari has been to the United
States of America?

SHRI DAHYABHAI V. PATEL: Sir,
my time is being consumed, [t is the
practice of the Soviet people to tell
something while the meaning of that is
something different. They say there is the
German Democratic Republic. Have we
not heard of it? Similarly, when the Law
Minister moved this  Constitution
(Seventeenth Amendment) Bill, 1963 he
said that that was to protect the small
farmer and his land. 1 have not found
anywhere nor has any one else found
how it protects him. So many repre-
sentatives of farmers and agriculturists
who have come to Delhi to make their
representation have met me. They have
been looking for it. They asked me, "You
have been in Parliament. Do you find
anywhere any protection?" 1 say, "Ask
the Law Minister." Similar is the case
with this Bill.

When the Finance Minister introduces
his Budget, one of my criticisms of the
Budget is: Who is going to give aid when
you want too much foreign aid? Who is
going to come to invest in this country
when you produce a Budget of this type,
when your measures are oppressive? |
will reoeat <3ie Question to the Finance
Minister. Who is going; to come and give
you money to help you when you have
such expropriatory measures on your
statute book? There is not even +he right
of appeal. That Is to mv mind a yery
obiectionaMe feature about tihis. As far
as the Communist theorv is concerned, it
is
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all right, it falls in line with them. How
much money was taken over by Lenin
when he established the Soviet regime?
How much money was taken over by
Chou en-lai when he took over China?
How much money was taken over by
Castro when he came to power, not to
forget Hitler? It is known to the world.
This is a step in that direction. Perhaps [
am not sure about it myself yet, without
full knowledge about the way, the steps
taken in the other instances I have
mentioned—I do not feel quite sure about
it yet.

Companies

The Finance Minister wants power to
scrap contracts. How can any business
function if somebody else has got the
power to scrap the contract that has been
entered into by two parties in business?
The Finance Minister has been in
business for a long time. Will he tell me
or assure the House or assure the country
that business can ever be carried on if a
third party can intervene and scrap
contracts entered into? When a provision
exists, who is going to come and give you
aid? Whether the aid is given in that case
will be an aid sugar-coated by their
ideology with the intent of forcing their
ideology on you or not is a matter that
would be of serious consideration for this
House.

I am sorry, there was another nail, big
blow, to the coffin of democracy in what
happened in the other House as regards
the report of the Select Committee.
Perhaps fearing that experience, the
Government, while they did on a
previous occasion agree to a motion for a
Select Committee, on another motion
where the House wanted a Select
Committee, -the Finance Minister has
thought twice and not only not agreed but
I do not find people from the opposite
Benches willing even to come on to the
Select Committee. Therefore, we have
now a democracy established where we
have started breaking promises, where we
have started breaking the established
principles  of
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democratic parliamentary practice. Where
is the guarantee that we will not go on
breaking all the laws, we will not go on
expropriating everything? This Bill is
nothing but a measure of that type. I have
a certain amount of experience of some
business. I am not in any business just
now. I have no personal interest in any
business of that type. It is true, that there
may be people in this country who do not
observe the law. My friend next is always
in the habit of mentioning many names.
We have heard them so often. I say that
the law of this land as it is has sufficient
provision if the officers of the Gov-
ernment take courage to enforce the law.
We heard so much of insurance
companies. Why was the Controller of
Insurance sitting in Simla instead of
sitting in Delhi or Bombay or Calcutta
where there are insurance companies and
use the powers that were given to him? If
that  position was tiiere, the
nationalisation of insurance would not
have been necessary.

Similarly, we have a Company Law
Administration. T have no quarrel about
its change or its personnel on which my
friend, Shri Gupta, has to say something.
I am not against a healthy regulation of
industries. Let me make myself
sufficiently clear. I do mnot like
industrialists to play with the money of
the people, to misuse it, but I am equally
against the misuse of public funds,
concentration of wealth and power by a
Government which is going the way of
totalitarianism. Every step that we see
here in the last two years is a step
towards establishing a totalitarian
Government and this Government gave
an opportunity to Mr. Gupta and his
friends to stage a demonstration
sometime during the last Session when
the Government was paralysed. There
was nobody in Delhi, there was no law
and order and it was only the large
number of Communists that had gathered
from all over the country who had taken
possession  of
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[Shri Dahyabhai V. Patel.] Deihi. We know
what happened in Czechoslovakia and some
other countries. So this Government is being
driven by wlhat Mr. Gupta is saying— by Mr.
Gupta [ mean the Party and the ideology that
he stands for, i have nothing against him
personally, personally he is a good friend—
but that ideology is the driving force behind
the present Government. They ask for votes
from the people in the name of Gandhiji but
they have completely given a go-by to the
principles of Gandhiji. They have adopted
Marxist principles without having the courage
to say openly that we are now following the
Marxist principles, that we are converting our
State, our Government for which we asked the
vote of the people in the name of Gandlhiji
and the Congress, into a complete Marxist
type or Soviet type.

That is on, more step in that direction and
therefore I am opposed to it. This is a major
step in that direction and I would appeal to
thinking people in this House to use their
thinking and not to be simply saying 'yes' as
they seem to be doing on most matters. If a
large number ef Members of the Select
Committee were of a certain view and the
Select Committee made its report according to
all parliamentary practice, that should have
been the view that should have prevailed and
this House should have to, if it so desired
under the Constitution, form a Select
Committee of its own. To consider this
measure, particularly when there is so much
controversy about it, when there are so many
points of view, when the issues involved are
so comp'icated, we are given a few hours to
consider this measure. It is very unfair to this
House, it is very unfair to Parliament, it is
very unfair to the country that a measure of
this type is being rushed through in this
manner. | was amazed when a suggestion was
made that we should have considered it
yesterday. Even 'overnight time' we were not
given.

IRAJYA SABHA ]
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For a measure like this Parliament should be
given weeks to consider, if not a Select
Committee. If you do not form a Select
Committee, you must give Members time to
consult among themselves, which is not possi-
ble when the House sits every day from day to
day, when we have got important measures
coming one after another and when the
Government refuses a Select Committee, it
means that this Government does not believe
in a type of democracy that really exists in all
parliamentary forms of Governments. This is
getting more and more into a dictatorship and
if I may say so, a one-man dictatorship. The
Members of the Select Committee have one
view, they are told overnight that the Badshah
has said this and so overnight everything
changes. This is a very sorry state of affairs. |
am sorry this does not help our country.

SHRI BHUPESH GUPTA: Who is thai
Badshah?

SHRI DAHYABHAI V. PATEL:
Everybody knows, you know hrn better than I
do.

SHRI BHUPESH GUPTA:
know. Who is he?

SHrRI DAHYABHAI V. PATEL: You want
his name? He is a well-known man, Pandit
Jawaharlal Nehru, and you know him. I am
not shy of mentioning his name.

I do not

SHrI BHUPESH GUPTA: I did know that
he was a Badshah.

SHRI DAHYABHAI V. PATEL: He is the
Grand Moghul in Delhi.

Among the other subterfuges or
misrepresentations of this Government is this
one, that they want both the public sector and
the private sector to function. They want both
these sectors to exist simultaneously. But this
is what they do. How can any private sector
exist under such conditions? This is nothing
but converting the existing private stctor into
a public sector. I may
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repeat here that my hon. friends should not
misunderstand me. I am not speaking for the
corrupt businessman. But there are large
numbers of honest businessmen, big and
small, in this country, who observe the law,
who are not greedy and who take only their
legitimate profit according to the law. They
donate money for charities, for specified
purposes, according to the law. But the
government's avaricious eye has fallen on
these charitable trusts also, and that is a very
objectionable feature of this Bill.

Companies

In this country, philanthropy has aot to be
taught. It is there in the people from time
immemorial and people have been taught to
earn and to give substantial portions of their
earnings to charity, for public purposes, for the
good of the public. Apart from the squeezing
out of the charities and charitable trusts, parti-
cularly the educational field suffers most.
Because there is not much to give, people are
not able to collect donations for them and this
interference into the affairs of trusts by the
Government is very objectionable. When a
person makes a donation or trust, he makes it
for a specific purpose and that is allowed by
the Government. , Having agreed to that, it is
not right to interfere with them. Th®
Government have appointed their officers.
There are the administrators. There are the
controllers and so on. to go into the accounts
cf these trusts. If their officers do not go into
these matters properly why should they punish
the people for that? It seems this has been the
policy of the Government, whether it be the
insurance law, whether it be the Company
Daw. or whether it be this law that is going to
be enacted, in connection with public trusts.
The Government's officers fail to take action,
and instead of punishing the officer concerned,
or making the provisions of the law tighter, the
Government seeks to take more powers to
itself. Where is the  guarantee that the

*81 RSD—S5.
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powers taken in this way will not be abused?
What has been our experience in the past?
The Finance Minister, unfortunately, is not
here now.

(Amdt.) Bill, 1963

THE DEPUTY MINISTER IN THK
MINISTRY op FINANCE (SHRIMATI
TAHKESHWARI SINHA) : | am here from the
Finance Ministry.

SHRI DAHYABHAI V. PATEL: But you
are not the same Finance Minister who was
concerned in another case to which I was
going to refer, a case of misuse of power.

SHRI ARJUN ARORA (Uttar Pradesh): She
has never misused her powers.

SHRI DAHYABHAI V. PATEL: There are
human failures. I am not like Mr. Bhupesh
Gupta who wants to be very ungenerous about
human failures. There are human failures. But
this Is not the remedy and that is what I want
the Finance Minister or his representative
here to note.

SHrRI BHUPESH GUPTA: 1 draw a
distinction between human failures and
human crimes.

SHRI DAHYABHAI V. PATEL: I am with
you there in your campaign against crimes
and against guilty people even in the public
sector and in the private sector. They should
be punished. I have never pleaded that those
who do not observe the law should not be
punished. I have never pleaded for that. But I
have also stated that those responsible
government officers who failed to do their
duty, who failed to apprehend the guilty
people, should also be punished. I want every
hon. Member to tell me whether there are not
sitting on the benches opposite, I mean the
front benches, those who go out of their way
to save such people? Therefore, we have
brought this country to this stage.

AN HoN. MEMBER: There is nobody on
the front bench.
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SHrRI DAHYABHAI V. PATEL: They
know what I mean and you know what I
mean. You should tighten the Company Law
if necessary. Action under that law was not
taken. Where action was sought to be taken,
there were god-fathers pulling wires. The
people who were guilty and who should have
received very severe punishments were not
punished because they had friends on the
benches opposite. The remedy, surely, is not
what is proposed be fore the House. We are
going the wrong way. My friend here would
be naturally very happy, because that is what
he wants and that is what his party wants. But
I am not happy and I do not think the country
will be benefited by this measure. I hope that
even at this late stage, the Finance Minister
and the Government will talte stock of the
situation and reconsider the matter.

SHRI ARJUN ARORA: Mr. Vice-Chairman,
as has been correctly pointed out, this
amending Bill is the outcome of what was
revealed by the Vivian Bose Commission, and
some of the steps indicated by that
Commission and also by the Daph-tary-Sastri
Report are being sought to be enacted under
this amending Bill. It is a matter of some satis-
faction that some of the recommendations of
that devastating Vivian Bose Commission's
Report are being implemented. It is, however,
a matter of great regret that in spite of the fact
that that Report was submitted to the
Government in 1962, at the end of 1963, the
Government has brought a Bill to put into
effect only some of the recommendations of
the Vivian Bose Commission and not the
others. A number of recommendations of that
Commission concerning the Companies Act
have still not been looked after. Anyhow, the
little that is being done under his amending
Bill is specially welcome and I lend my
wholehearted support to this Bill.

The learned Member who preceded me
was very anxious about
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what he described as charitable trusts. But I
am afraid there is nothing in this amending
Bill to oause concern to anybody concerned
with charitable trusts. The Biil only aim? at
ensuring that charity which begins at home
does not end there. The fact is well-known that
a number of trusts hold large amounts of
equity capital in certain important industries. It
is also known that in their wisdom, these trusts
choose to invest their money only in the
corporations or companies or undertakings,
which the trustees or some of those trustees
control, in their other capacities. If the trusts
are charitable trusts, we are entitled to makp
sure that the charity is not showered merely on
the trustees, and that is what this Bill seems to
aim at. The Bill does not provide for any inter-
ference in the affairs of the trusts. These
charitable trusts may run as they like. This
Bill's only aim is to put an end to the unfair
interference of some of the trustees where the
trustees act in then own favour. As a matter of
fact, the trusts should be thankful and those
like my hon. friend who sat down just now,
who are admirers of the good work done by
charitable trusts, should be thankful to the
Finance Minister that he has brought forward a
Bill which ensures that these charitable trust?
will not become pawns in the game of"
managing agencies.

There is a provision in this Bill which deals
with Government loans. I must say Mr. Vice-
Chairman, that that provision is extremely
inadequate and halthearted. Somehow, there
has been mixed economy in the country and
the votaries of the private sector are never
tired of praising its achievements. Now. I find
little in the state of our economy to
substantiate any praise for the private sector.
An industry has to be run efficiently and it has
to be managed properly. Proper and efficient
management means that the industry-should
so conserve its resources that it can
rehabilitate itself, that it can
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meet the need of replacements of its
depreciated and worn out machinery and
equipment. What we find in this country
'today is ithait though the private sector is
very loud in praise of its own efficiency
and louder still in condemning the public
sector. . .

Companies

SHRI LOKANATH MISRA: You are
loudest in speaking in favour of the
public sector.

SHRI ARJUN ARORA: I am; and I am
proud of that. Only you should be
ashamed of praising the private sector
which deserves all possible
condemnation.

What we find, Mr. Vice-Chairman, is that
the private sector is not conserving its
resources properly; what we fir-'. i, that
the private sector is not able to finance
itself and this generous Government
has set up a number of agencies to
advance generous loans to the private
sector. Now the private sector is supposed
to be very honest. What we find is that the
private sector does not pay back the loans
It does not even pay the interest regularly,
and even the tallest in the private sector
are the biggest among the defaulters
Now, Mr. Vice-Chairman, is the
Government to sit silently and see thig
waste and tolerate this state of affairs in
which the Government has gone out of]
its way to help the private sector to re-
habilitate itself to expand its plant and
make profits and the very honest, very
efficient private sector refuses to pay
back the loans, does not even pay the
interest regularly?  Sir, this so-called
efficiency and honesty of the private
sector is a hoax and it is only proper
that the Government takes steps to ensure
the safety and the safe return of the moneyj
invested in the private  sector  ag
Government loans. In so far as this Bill
makes provision to meet that situation|

it deserves our wholehearted  support
and Mr. Vice-Chairman, I lend it but
I do feel that the enactment is half-

hearted and it does not fully
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meet the needs of the situation because
the loans given to the private sector are
not given only by the Central
Government a; such in whose case this
amending Bill makes adequate provision.
The loans are also given by the State
Governments; the loans are also given by
a number of agencies created by the
Central Government and financed by the
Gov eminent of India.

SHRI K. SANTHANAM: The State
Governments are covered in this.

SHRI N. M. LINGAM (Madras): No;
they are not.

SHRI ARJUN ARORA: Mr. San-
thanam will, I hope, speak and enlighten
the House.

Then there are agencies created by the
State Governments. [ feel that all these
agencies, whether created and financed
by the State Governments or created
and financed by the Central Government,
should have been included in that
provision of this Bill which empowers the
lender to acquire equity capital where the
private sector persists in defaulting. If
the votaries of the private sector like
my friend who just now interrupted me
think that this is wrong, they should rest

assured that the Government is not
keen on acquiring equity shares in
private companies. It is open to the

private sector, it is open to the defaulting
companies, to pay back the money and
thus defeat the provisions of this amending
Bill. As a matter of fact, this provision
of converting loans into equity
capital i; nothing revolutionary, nothing
socialistic. It only fari-liitatea the
Government in ensuring the safety of
public money lent to the various
corporations. As a matter of fact, there
are other provisions in law which a
lender may re. sort to. We in Uttar
Pradesh  are aware of the ease in which
the biggest industrial group of U.P.,
the British India Corporation, fell into
the foul hands of Mr. Mundhra who
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[Shri  Arjun Arora.] equandered its
resources. Then the State Bank of India which
had lent that concern Rs. 5 crores went to the
court and asked for the appointment of a
Receiver. That provision ended the
effectiveness of the Board of Directors and the
management of the concern passed into th,
hands of the Receiver. This provision which is
being described as revolutionary—I do not
know why—falls much short of that. Here
only equity shares equal in value of the
amount lent are to be acquired. So there is no
risle of the Government becoming a major
shareholder or a major partner in the
management of those concerns. The private
sector should thank Mr. T. T. Krishnamachari
for letting it off very lightly. I feel more
stringent measures are necessary in order to
ensure the safety of public funds.

Companies

There hag been some criticism from some
quarters, particularly some very respectable
and praiseworthy legal giants, that the
contractual obligations of the parties are not
such that equity capital may be acquired in
lieu of loans and that argument is trotted out
to oppose or criticise the provision which
gives this statute retrospective effect.
Contracts, Mr. Vice-Chairman, are entered in
good faith and good faith, I should suD-pose,
involves that the parties enter them honestly
and that they will carry out their obligations.
If one

party, the party which is at 2 pP.M.
the receiving end, does not

act in good faith, does not carry out
its part of the obligation, the sanctity of the
contract is broken by that party. The loan,
which is in this case advanced, is public
money of which Parliament is the guardian. It
has some rights and some duties to the public
and we should thank the Finance Minister for
being conscious of those duties. As a matter
of fact, something more should have been
done. The civil law, the law of contracts, is
based on the concept that both parties will
carry out their obligations honestly. When the
party at
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the receiving end has failed to do so,
something more has to be done, and if the law
of contracts stands in the way, that will also
have to be amended. Thank you.

SHrt M. S. GURUPADA SWAMY
(Mysore): Mr. Vice-Chairman, from the very
inception this Bill has passed through very
tragic and unfortunate circumstances. The
Bill, which on the face of it is very simple,
healthy and progressive, was projected, at
various stages, as a Frankenstein monster and
it had never had a safe handling at any level.

[THE VICE-CHAIRMAN (SHRI
BHARGAVA) in the Chair].

M. P.

I say this with a sense of regret. I expected
that when the Bill was first sponsored, the
mover of the Bill—a person who knows his
own mind and Who knows what h, is doing—
should have taken steps to give proper gui-
dance in the matter of the Bill. Unfortunately,
this was not done. The Bill, after a debate, was
passed on to a Select Committee constituted
only of Lok Sabha Members. There the
prominent role of certain Members of the
ruling party was responsible for a change in
one of the provisions of the Bill. Later on, the
Report of the Select Committee was endorsed
by the executive of the Congress
Parliamentary Party. Later, some Members
woke up and then after , state of hibernation
found that something wrong had happened.
The Bill has been tossed to and fro at various
stages and ultimately today how do we find
the Bill? We find the Bill in the same original
position as it was when it was introduced in
the Lok Sabha.

SHRI K. SANTHANAM: No. There are a
few changes.

SHRT M. S. GURUPADA SWAMY: Yes,
but not significant. I am talking of that
particular point to which I refer.

SHRI K. SANTHANAM: Even there is a
change, 'in rh, public interest® .
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SHRI M. S. GURUPADA SWAMY:
Yes. There is a change which is not
significant. But what I mean is the
manner in which it was done, not the
substance of th, changes that were
brought about. I think Mr. Sanfchanam,
who is a great parliamentarian, would
appreciate when [ eay that this is not the
way how Bills are discussed, piloted or
brought; forward.

SHRI K. SANTHANAM: I have no
quarrel with that.

SHRI M. S. GURUPADA SWAMY: I
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would only pose this question. Why was
there this state of hibernation on the part
of Members of the ruling party who did
not think it fit to express their opinion in
time? It was not done. It was a great
omission. It is a great reflection on the
way in which parliamentary democracy is
functioning.

Secondly, there was another blunder.
My friends have already drawn the
attention of the House to it. I do not
know why the Finance Minister or his
colleagues or Members of the Lok Sabha
in their wisdom  did not think it proper
that Members of the Rajya Sabha also

should be given an opportunity in the
Select Committee to participate in the
deliberations and to influence the

deliberations of the Select Committee.
This is not the first time that Rajya Sabha
has been overlooked. Let me tell you that I
am a unicameral man. I believe that Rajya
Sabha is an unnecessary appendage. But
so long as this body exists enjoying
equal powers, legislative powers, I do not
know why people should be devoid of this
elementary common sense to
appreciate that Rajya Sabha
should also be associated ~ with
the deliberations. It is a very sad
omission. It is not a *imple omission, but
a grave omission in the functioning of the
parliamentary system itself. Maybe I am
making a very general point in a debate
which
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is not very relevant, but this point has to
be borne in mind. What ar« we doing?
There seems to be a growing erosion of
th, powers of one wing of the
parliamentary system, namely, Rajya
Sabha. Is it desirable? Is it healthy, so
long as the powers of Rajya Sabha
remains as they are ?

Coming to the Bill, I would like to
make one remark. Why should my friends
make a Frankenstein monster of a small
thing? One of the provisions of the Bill,
which has attracted the attention of all
rival sections in Lok Sabha and perhaps
here also, is the question of conversion of
Government loans given to companies
into equity capital. What is the present
position in law today? First of all you
must understand this, so that it may
enable you to appreciate the changes that
have been brought about. According to
the present position it has not prevented
conversion of Government loan into
equity capital provided, firstly, there is
such a term in the agreement; secondly, it
is approved by a special meeting of the
general body; and thirdly, it gets the
approval of Government itself. That
position stands, and it i* limited only to
Government loans and not to loans give*
by Government institutions.

Sir, the House is aware that thre« types
of credit are there; private credit, that is,
loans borrowed by companies outside
Government institutions and Government,
secondly, credit given by Government
institutions like the Life Insurance
Corporation and the Industrial Finance
Corporation and the like; and thirdly,
Government loan itself. Now the Bill only
deals with that aspect of the loan provided
by Government, and what is the
philosophy behind it? What is the policy
behind it? Let us understand it. Till now I
tried to understand the policy of the
Finance Minister, but neither here nor
there in the other House has he been able
to propound his policy behind this move. I
feel it is necessary to know the policy the
purpose of this change.
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[Shri M. S. Gurupada Swamy.] Sir, the
main purpose is to participate in certain
cases of companies in equity capital. It is
just to introduce a sort of healthy element
of participation of Government, and this
will enable to prevent the
mismanagement of companies and to
prevent concentration of economic power,
and secondly, it will act as a sort of check
over those companies if Government
itself participates as shareholder. Actually
what is the position now? I learn that the
total paid-up capital of companies where
Government has advanced money is Rs.
1200 crores, and the Government loan is
only Bs. 80 crores. These advances refer
to not many companies. There are quite a
number of companies in the country and
the Government has not given loan to all
the companies. It is restricted only to a
few companies. In thig case only two or
three companies are the beneficiaries of
Government loans. They are the steel
mills and shipping companies. And why
is such an arrangement necessary in the
case of shipping companies and steel
mills? We all know that the Plan has
accepted the development of basic
industries like steel, heavy electricals and
the like in the public sector. That is the
policy of the Government. But the
Government have to take into account
some of the enterprises in the field
already in existence. But the Government
policy or plan of promoting heavy
industries in the public sector will be in a
way vitiated if there is no proper control
over the heavy basic industries operating
in the private sector. So how do you solve
the problem?

It can be solved straightway, as my
friend put it, you take over all these steel
industries and shipping companies
operating in the private sector. That is one
solution. I do not think that the country is
in a position now to undertake that
responsibility however much it is
desirable. But the minimum can be
achieved. The minimum is that the
Government loans which ar, given to
these companies may be converted into
shares, and Government can change its
position from that of a creditor to one of
equity share-holder

[ RAJYA SABHA ]

(Amdt.) Bill, 1966 4258

and really participate i, the development
of these industries, and I am sure this step
cannot be interpreted as an outright take-
over bid. It is no takeover bid at all. So I
do not know why this simple truth was not
realised by some of our friends opposite.
Sir, it was argued in the other House by
some protagonists of the Swatantra Party
that it would be a breach of faith or that it
would even amount to cheating if
contractual arrangements are changed
unilaterally. Let us see whether it will be a
breach of faith, whether it will be an
unethical step taken. Sir to ordinary
people, to people of ordinary common-
sense it will appear that contracts once
entered into should not be violated to the
detriment of the other party without the
consent of the other party. But what is
being done in this measure? Here the
contract is not violated to the detriment of
the sharcholders, that is what I want to put
forward. If the loan of Government is
changed to equity capital, what is the
damage that will be caused to the other
party, to the shareholders, to the manage-
ment? I want to know that. If there is a
danger or threat to the existence of private
shareholders, to the continuation of the
companies in the form in which they have
been in existence, certainly it is unethical
and it is a violation of the contract. But in
the existing circumstances if we accept
the provisions of the Bill, nothing is
changed. Their rights remain their rights,
they are not violated. Their position is not
changed. On the contrary there will be a
significant accretion of capital to those
bodies. Instead of having the burden of
loan and paying interest from time to time
and getting the periodic interference of the
officers who more often than not do not
know the commercial side of the
companies, they will have in future the
Government itself participating in the
capital as shareholder. And they will be
sharing and they will be having the same
experience, a; other shareholders, in the
difficulties and in the benefits, ana
ultimately, the companies themselves are
the beneficiaries. Therefore, from any
point of view, it cannot be called
unethical.
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And m, friend, Shri Masani, in the other
House was cloquent and said that the credit
of India in the world would be lost because
we were doing a most dangerous thing for
the first time in our country. I do not know
how this can discredit India in the outside
world. On the contrary, any progressive
world will appreciate the steps taken here to
streamline the de- ' velopment of industries
and the lively j interest taken by the
Government in the development of these

industries without damaging the
complexion and the character of those
industries.  Therefore these specious

arguments need not deter us but the only
thing is that the Government must have one
mind. My friend, Shri Krishna-machari, as I
said earlier in his absence, has got a clear
mind but I do not know why h, succumbed
to the various views or shades of opinion
and did not give a dynamic lead in the j
matter when it was in the Select
Committee. That, [ thinjk, is very
regrettable. But [ am glad that he woke up;
though h, fumbled and faltered, he tried tq
assert himself. Really I am glad that he ha
asserted himself. Here in this country when
we are passing through this crucial stage of
economic development, many difficultieg
will arise, many troubles will come. Wg
have got to face them. This very simple Bil
without any very elaborate philosophy—
though there is a little bit of philosophy in
it—Jha, got to be welcomed.

Certain doubts arose in me why a
similar pattern is not being followed in
the case of loans by the Government
institutions. It stands to reason that
Government institutions stand more or
less on the same footing in regard to the
loan operations. It is the intention of
Government or Governmental institutions

to give adequate loans to private
companies to help them in their
development. The same objective

prevails, and the same procedure more or
less is followed. The funds of the
Government institutions are th, funds of
the Government in a way, though they are
in different compartments, and why is
the same
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process not being adopted then, why is
the same pattern not brought in in the
case of loans as are given by
Governmental institutions like the LIC
and the IFC? Shri Santhanam is a good
student of finance; perhaps, he will
appreciate that what is being achieved in
this Bill is very little. Only Rs. 80 crores
are Government loans and the paid-up
equity capital is Rs. 1,200 crores, and that
affects only two or three companies. I
would like to say that this operation
should continue on a broader canvass . . .

SHRI K. SANTHANAM: Where do I
come in?

SHRI M. S. GURUPADA SWAMY:
You might appreciate, I said. I am careful
in my words. I hope that you will not
mind it.

SHRI K. SANTHANAM: No, no.

SHRI M. S. GURUPADA SWAMY: I
would like the Finance Minister to
enlighten us on this point.

Lastly, may I plead with him that the
Company Law requires drastic changes in
many other respects and that it will b,
good if these changes are brought about in
time? As it is, my friend, Shri Bhupesh
Gupta, always harps upon the
concentration of wealth. I, as a socialist,
have got to associate myself with any
constructive step which prevents the
concentration of economic power. In this
Bill, I am glad that there is a feeble
attempt made to solve the problems that
relate to the concentration of economic
power. But the Company Law, as a whole,
has got to be reviewed and reconsidered.
When this law was passed some years
ago, in 1956 or in 1957 as a
comprehensive law, the one argument
given by the then Finance Minister was
that one of the purposes intended by such ,
marathon law was to prevent malpractices
and to prevent the concentration of wealth.
And we have adopted and approved the
philosophy of socialism. I do not want to
go about saying much about this but I
would like concrete steps being taken to
solve thig concentration. One of the ways
of solving it is
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[Shri M. S. Gurupada Swamy.] that
certain provisions of the Company Law
should be amended so that we may
prevent the unhealthy concentration of
wealth and power in the hands of a few
people.

SHRI G. S. PATHAK (Uttar Pradesh):
This Bill, to my thinking, is of very great
importance. And I also wish to protest
against the non-inclusion of the Members
of this House in the Select Committee.
Th, Select Committee has got a certain
function to perform and in order to
perform that function, Select Committees
are appointed and this is so very im-
portant a Bill—I submit with all respect
to those who were concerned with the
appointment of the Select Committee—
that some Members, representative
Members, who were conversant with the
subject or who had gome knowledge or
authoritative knowledge of the subject,
should have been included.

As 1 have said, this Bill is of great
importance. It is of great importance not
only to the companies in the country, not
only to those who are concerned with the
administration of the companies, not only
to the general public, but also to those
who deal with aspects of law on the
juridical side. This Bill in one aspect
marks a departure from the philosophy—
to adopt the language of the hon. friend
who has just finished his speech—
adopted so far in the Indian jurisprudence
in relation to the Company Law.

So far we were merely concerned with
the rights of the shareholders and the
rights of the companies, and the rights of
those who deal with the company. Now
this Bill introduces another element and
that is a new element. This Bill, while
amending sections 397 and 401, requires
that the affairs of the companies should
be conducted in a manner not prejudicial
to public interest. This, in my sub-
mission, is a departure of very great
importance, and I welcome the departure
from the ordinary philosophy of the
company law. We have so far understood
that law to be  that a
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person is not entitled to use hLs pro-party
in a manner which may affect the rights
of other persons with regard to their
properties. Here the matter that has been
introduced ia that a company is not
entitled to conduct its affairs in a manner
which may affect public interest. I submit,
Sir, that this is a very important departure,
and if the argument is, "What is 'public
interest'? I3 it not vague?", the answer is
that 'public interest', and 'in the interests
of the general public', are expressions
used in the Constitution itself, and they
vary with the change in the conditions in
the country. There is a well-known
constitutional content of this expression
and therefore, Sir any objection on that
score is not tenable, and we are now
proceeding from the domestic sphere into
'public interest' sphere-so far as the
Company Law is concerned. This is a
growing concept.

One would have expected, in a matter
of this importance, either some remarks
made by way of explanation* or in the
objects and reasons with regard to "public
interest'. If the affairs are not conducted
in a manner prejudicial to the members or
prejudicial to the interests of the
company, and the business of the
company is being run in a normal
manner, in what class of cases can it be
predicated that the business is being run
in a manner prejudicial to 'public inter-
rest'? But this is a matter which may be
examined later either by the Tribunal or
by the courts. I welcome this part of the
Bill more than any other part.

So far as the Tribunal itself ia
concerned, I am in agreement with the
scheme of this Bill. This Bill prevents
concentration of power in the hands of
the Government. It constitutes three
bodies, one, the judicial body, the other,
the Board to which may be delegated the
functions of the Government and certain
powers of the Government, and, three, the
public trustee. And so far as the Tribunal
is concerned, it has been given all the
trappings of a court; it has got vast
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powers; it has been invested with very
important functions; it has been given the
power to rectify registers, not only the
mere process of rectification, but also to
decide the questions of titles; in the matter
of discovery of documents or recovery of
documents, it has got vast powers. The
Tribunal is entitled itself to issue a
warrant of search in order to secure the
documents which it may consider neces-
sary for the purpose of a case. It has got
vast powers, which belonged to the
companies, under sections 397 to 401.

Companies

Now therefore, in this situation, al-
though the creation of the Tribunal is a
very wise and beneficent measure, there is
one caution which I have to suggest and
that caution must be observed. We have
got the experience of many tribunals in
the country, notably the Income-tax
Tribunal, Experience shows that Income-
tax Tribunals have deteriorated, either
because their remuneration has been
reduced and therefore efficient persons,
more efficient persons, could not be
appointed. I remember that, when the In-
come-tax Tribunals were first brought
into existence, there were people who,
later, filled the offices of High Court
Judges; one o' them became a Chief
Justice in a foreign country.

But we cannot say that the personnel of
the Income-tax Tribunals satisfy the
public in the same way today as they|
satisfied before. Before this Tribunal, it
may be the Government itself, in some
cases, appearing as a party, and in view of
the fact that the powers are very wide, the
powers are even drastic in some cases.
The principle being that everyone's house
is his castle, a provision to search a house
is drastic. Thig Tribunal has got th, power
to issue a search warrant to a police
officer to search houses. In view of this
fact it is important for the Government, at
the time of selection of the personnel to be
very careful. It i; important for the
Government to fix adequate remuneration
so that suitable  people
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may be attracted, to fix suitable
conditions of service and to man this
Tribunal in a manner which may result
not only in efficient judgements, but also
impartial and independent judgements.

Now, Sir, I again welcome the pro-
vision that on matters of law there will be
an appeal to the High Court. Such a
provision is better than the reference
provision in the Income-tax Act.

Sir, on the question of conversion of
loans into capital the defect which,
according to some Members, appeared
before, has been removed; the defect
which I heard being stated mostly was
that even in the case of honest companies,
which have not defaulted, which have
faithfully carried out the contract, the
power could be exercised That was the
defect.

SHRI AKBAR ALI KHAN (Andhra
Pradesh),: Well, that is not 0.

SHRI G. S. PATHAK: NoO, now thi
defect has been removed by an addition
to the provisions to the effect that before
an order is passed the draft order shall be
placed in both the Houses of Parliament.
The result will be that the order will be
subject to the scrutiny of both the Houses
of Parliament and in case the Houses are
of the opinion that the order is not just

SHRI K. SANTHANAM: Not the draft
order but the actual order.

SHRI G. iS. PATHAK: No, Sir. Please
read. I will read again. You may also
read again.

SHRI K. SANTHANAM: That is all
right.

SHRIG. S. PATHAK: It reads;

"A copy of every order proposed to
be issued by the Central Government
shall be laid in draft before each House
of Parliament."

Now, therefore, the reason why this
provision was made emerges from the
nature of the consideration which the
Government had to give. We know. Sir,
that in other provisions 'the public
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[Shri G. S. Pathak.] interest' is
justiciable and it is open to the Tribunal to
examine the question of public interest as a
Justiciable issue. If the tribunal goes
wrong, it might be corrected otherwise.
But in thig matter of conversion of Joans
into equity capital, the Government has to
decide the question Tn its subjective
discretion. And, therefore, if a matter is in
the Government's subjective discretion, it
is not examinable by-courts. And,
therefore, this amending provision has
placed the matter for examination before
Parliament. Parliament can go into this
question. And I submit, Sir, that this is a
provision, it is a corrective provision, and
it would satisfy and should satisfy the
demands of those who were critical of the
provision as_it stood unamend- . ed.

Sir, there are one or two minor matters
which I may refer to. They seem to me
not of any importance on principle but of
importance so far as the language is
concerned.

Nov/ section IOC (2) reads thus:

"Where the Tribunal has reason to
believe that any place is used for the
deposit or custody of any document or
thing which may be material for the
purposes of any proceeding before i3,
the Tribunal may by its warrant"
authorise and direct any police officer
not below the rank of a sub-inspector,
etc. etc."

to enter that place and search. Ordinarily,
the practice has been, as we find in the
Customs Bill, to say that ‘'where
documents are secreted in a place'—the
emphasis is on the documents; the
emphasis is not on the place—a search
warrant may be issued. But here ."™Pb-
asis is laid on the place. It is not a law
relating to place. The real subject-matter
is the document and it is the requirement
of the document which has been provided
for and search has been provided for. But
it is not a matter of any principle.
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At one 'more place, in section 10A
there is this provision—

"The Central Government may by
notification in the Official Gazette,
constitute a Tribunal consisting of as
many members as it thinks fit, to
exercise and discharge

among others

"all or any of the powers and fun-
ctions conferred on the court by or
under section 155, section 203 in so far
as it relafesid the granting of leave
under that section . . .

Now, as it reads, the power is limited to
the granting of leave under that section.
I will read section 203: —

"The court may make an order that
that person shall not, without the leave
of the court, be a director, etc., etc."”

Now two matters are mentioned in
section 203, (i) the order to be made by
the court, and (ii) leave to be granted by
the court. Now the section, as framed
here, deals with only one, namely with
the power under section 203, in so far as
it relates to the granting of leave under
that section. Now, as it stands, it is open
to the interpretation that the leave shall be
granted by the Tribunal, otherwise the
order could be made by the court and this
requires clarification.

I hope that the hon. Minister in his
speech will clarify this provision
otherwise it might lead to some un-
necessary controversy in courts. Thank
you, Sir.

SHRI A. D. MANI (Madhya Pradesh) .
Mr. Vice-Chairman, Sir, the Companies
(Amendment) Bill, 1963, would have
been a completely welcome piece of
legislation but for the unfortunate and
controversial clause 5 of this Bill. This
Bill has been assailed on various grounds
by its critics and one of them is that it
seeks to give a shock to India's credit
abroad. I do not subscribe to the view
because in respect of clause 5
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and controversial clause 5 of this Bill.
This Bill has been assailed on various
grounds by its critics and one of them is
that it seeks to give a shock to India's
credit abroad. I do not subscribe to the
view because in respect of clause 5
certain safeguards have been inserted in
the Bill as passed by th. other House
which, in my opinion, will go a long way
to dispel popular impression abroad that
the Government of India has now started
expropriatory measures in effect by
bringing forward legislation of this
character.

Companies

Sir, I should like to say this muoh in
regard to clause 5. Two steel concerns are
involved in the matter of application of
clause 5 in future. One of them is TISCO,
the Tata Iron and Steel Co., which has
taken a loan of Rs. 10 crores from the
Government. The other one is the Indian
Iron, and Steel Co., which has also taken a
loan of Rs. 10 crores. These two institu-
tions have also received financial as-
sistance from the World Bank. Sir, when
the World Bank gave financial assistance
to these two companies, it perhaps did so
on account of the record of work of these
two concerns and on account of the fact
that these two concerns were in the private
sector. Though the official policy of the
Government is to set up a socialist State in
India, we need not expect every
organisation in the world to share our
general objectives. The fact is that TISCO
and IISCO received assistance of the
World Bank even though the World Bank
knew that Rs. 10 crores had been
advanced by the Government. In the terms
attached to the loan there is no provision
so far that these loans could be converted
by Government into equity shares. If there
was a default in the repayment of the loan
or in the payment of interest to that extent
it does violate seriously a contractual
understanding between the Government
and the parties which have taken the
loans. Sir, in an assessment of this matter
it is necessary to bear in mind that these
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two concerns have not been able to pay
back the loan or pay its interest on
account of the policy of the Government
in regard to steel retention prices. The
steel industry all over the world has
always operated on a certain margin of
profit which will enable it. to fund it back
to repay the loans or fulfil other financial
obligations. The steel retention policy of
the Government does not permit steel
firms in this Country to get more than
what is called a marginal profit on their
trading. So the House will, therefore, see
that while these two concerns have taken
the loan, they have been prevented by the
policy of the Government from taking
those measures which will lead to the
repayment of the loans. I am not
interested in pleading on behalf of any
concerns but the fact remains that these
two concerns or the private sector has
done remarkably well. They have set up a
better standard of performance than the
Bhilai steel plant.

SHRI ARJUN ARORA: If they have
done so well, why not they repay the
loans?

SHRI A. D. MANI: I do not say about
that. The steel retention policy of the
Government does not permit. If the
Member wants h, can study th, structure
of the steel output in other parts of the
world. A certain proportion of the profits
is ploughed back by the concern to repay
loans and fulfil other obligations. The
steel retention policy does not permit
these concerns to repay. I am only men-
tioning it. The loan has been given on the
understanding .

[THE VICE-CHAIRMAN (SHRI AKBAR ALI
KHAN) in the Chair]

SHRI B. D. KHOBARAGADE (Maha
rashtra): What is the difference
between the cost of pfoduction and
retention price?
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SHRI A. D. MANI: Tha retention price has
been devised to see that the *concerns do not
get any sizable profit ..

SHRI B. D. KHOBARAGADE: What is the
difference between those two prices?

SHRI A. D. MANI: That is a matter of detail
but the margin that is left is inadequate for
enabling it to repay the loans.

SHRI ARJUN ARORA: If they are h'onest
businessmen, they should first pay back the
loans and then declare dividends to the
shareholders.

SHRI A. D. MANI If these concerns have
not been in a position to repay and the State
cannot allow Rs. 10 crores to remain there for
a long time without refund or without
repayment or interest, I would have liked an
amendment to the clause which provides that
the Government can acquire, can convert the
loan capital into equity capital on a notice of
three months. For the repayment of Rs. 100 or
Rs. 500 or Rs. 5,000 some time is given. At
the time these loans were entered into, there
was no such stipulation that the loans should
be repaid within three months. 1 feel that in
regard to the amendment to section 5, we
should seek an amendment of that part of the
Bill which seeks to ask for the repayment of
these loans on a notice of three months.

I am glad to say that clause 5 does not deal
with the loans and debentures insured by the
L.I.C. or institutions which are functioning as
autonomous corporations. In regard to loans
and debentures, of these institutions, a
provision has been laid down that any such
conversion must be approved by a special
resolution of the shareholders and must also
be a part of the terms and conditions on which
the loan has been taken. That, to a certain
extent, is a safeguard. I Wish the Finance
Minister, in the
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c'ourse of his reply, would make it more clear
than he has done in the other House that it is
not the intentio* of the Government to
introduce what is called nationalisation by
sleight-of-hand. That is the impression, un-
fortunately, that has gone abroad and it is
necessary that this impression should be
corrected. I feel that if clause 5 had taken note
of only future transactions and not taken into
account the loans given to the two steel
companies—TISCO and IISCO—it Would
have been an unobjectionable piece of
legislation. 1 have heard the history of this
matter. In view of the fact that the World Bank
has given assistance on certain premises, it
seem* to be thoroughly unfair and a breack of
contract for the Government to seek to alter it.

SHrI T. T. KRISHNA MACHARI: Ma, I
tell the hon. Member that the World Bank has
given loans on the Government's guarantee.

SHRI A. D. MANI: 1 quite agree thai the
Government guarantee is there for the World
Bank but if the World Bank had known that
ultimately this Concern might go into the
public sector by the conversion of the loan
capital into equity capital, there might have
been a change of opinion on the part of the
World Bank. The Finance Minister knows that
the Bokaro Project is foundering on the
allegation which has been broadcast in the
U.S. that this public sector enterprise will not
work.

SHRI ARJUN ARORA: The hon. Member
is wrong in saying that the Bokaro Project is
wot proceeding. It is proceeding.

SHRI A. D. MANI: Foundering in America,
I said. It is proceeding in a different direction,
not in the American direction.

SHRI ARJUN ARORA: A healthier
direction, being built from our ow» resources.
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SHRI BHUPESH GUPTA: Even after the
American sabotage, it is proceeding, we are
told.

THE VICE-CHAIRMAN (SHRI AKBAR ALT
KHAN) : Do not interrupt please.

SHRI BHUPESH GUPTA: He does sot
know the facts.

SHrl A. D. MANI: Regarding the clause
relating to the setting up of a Tribunal, I am
generally in favour of the clause which seeks
to strengthen the hands of the Government
and enables them to appoint a Tribunal to
enquire into cases of mismanagement of
companies or management of companies i" a
manner which is prejudicial to the public
interests. I quite agree with the preceding
speaker, Mr. Pathak, that public interest
should be one of those conditions on which
the Government should intervene if it finds
that a company is acting in a manner
prejudicial to public interest but in regard to
the Tribunal which may be set up under this
amending legislation, I would like to say that I
am not happy with the provision relating to
the constitution of the Tribunal. I would invite
the attention of the House to clause 3 wnich
seeks to amend section 10A of the Companies
Act. Clause 3(3) says:

"The Central Government shall appoint
one of the members of the Tribunal having
knowledge of and experience in law,
who—

(a) is or has been a Judge of a High
Court ..."

I personally would have liked to put in this
stipulation that there shall be a Judge of the
High Court to preside over the Tribunal
because the Tribunal would go into many
matters of facts and it is necessary that a
functioning Judge of the High Court is
appointed *o such Tribunals.

SHRI K. SANTHANAM: He will have to
resign before being appointed.
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SHRI A. D. MANI: Yes, I am coming to
that.

THE VICE-CHAIRMAN (SHRI AKBAR ALI
KHAN) : You have very little time.

SHRI A. D. MANI: Please give me five
minutes more. I know that the Chief Justice of
India and the Chief Justices of the High
Courts are notorious—are reluctant—I am
sorry it is contempt of court, I saw the dis-
approval on the part of the Vice-Chairman
and so I withdrew the word 'notorious'—to
allow any of the Judges t'o function on these
Tribunals but in view of the importance of
Company Law, it may be necessary for us to
make a request to the Chief Justice to allow
always a High Court Judge to be lent to a
Tribunal for determination of cases which
may be preferred before him. I would like to
mention also that th, Government should not
have restricted appeals from the decisions of
the Tribunals to higher courts to questions of
law only. When the Tribunal seeks to punish a
body 'of persons by debarring them from
positions of management, it is only for those
cases of facts also that go before the High
Courts. As a distinguished lawyer yourself,
you know that even in respect of industrial
dispute matters, the Supreme C'ourt has
reversed the decisions of the High Courts on
many matters of facts. It is likely that an error
may be committed and 1 would have liked
personally a provision which enabled an
appeal to be lodged before the High Courts on
matters of law as well as matters of fact.

I would like to go on to the clause relating
to the setting up of the Company Law
Administration Board. I wish the Government
had denned the powers and functions 'of the
Board in broad categories in this Bill itself.
We know that under this Bill the Company
Law Administration Board will be under the
control of the Government. 1 would
personally like the Board to be invested with
one
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[Shri A. D. Mani.] more function which I
mentioned earlier in a debate on the public
sector enterprises, that we should have som,
sort of Estimates Committee on th, working of
private enterprises.

The public sector enterprises 3 P.M.
are subjected to constant

scrutiny and criticism by the public
and by the Estimates Committee. But we do
not have a similar apparatus for the private
sector. If the Company Law Administration is
authorised under the law that they should
conduct an enquiry into the general
management of these companies to see if
prudent commercial practices are being
followed, then the country will have a picture
of how the private sector enterprises function.
I think that it is unfair for the private
enterprises to function in secrecy.

SHRI ARJUN ARORA: Does not the
Vivian Bose Commission show us how the
private sector is functioning?

SHRI A. D. MANI: I am very glad that I
seem to agree. Though I cannot raise my
voice as my hon. friend does, and proclaim
my socialism, [ am in general agreement with
what he said.

(Interruption)

THE VICE-CHAIRMAN (SHRI AKBAR ALI
KHAN): Let him go on, Mr. Lingam. He has
only two or three more minutes.

SHRI A. D. MANIL: I feel that the
Government should have defined the powers
of this Company Law Board, but it has been
left to the rule-making power of the
Government to define the powers of the
Board. 1 would like to ask specifically
whether the Company Law B'oard would have
the same status and functions as the present
Company Law Department has. At least there
should be no derogation of powers.
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AN HON. MEMBER: You mean ex-
department.

SHRI A. D. MANI: Yes, it will be an ex-
department when this Bill is passed. One final
point about the power taken to appoint the
public trustee. I d'o not know whether news-
papers come within the operation of this
clause. 1 believe there are one o, two
newspapers which have the trustee form of
administration under the Companies Act, and
I am sure that the Finance Minister and his
colleagues do not want to be saddled with the
responsibility of conducting newspapers.

SHRI ARJUN ARORA: Rest assured, "The
Hitavada" will not be affected.

SHRI A. D. MANI: "The Hitavada" is not
under the Company Law Administration. It
is under a charitable
trust.

With regard to the powers given under this
Bill to the public trustee to deprive a trustee of
his voting power, I feel that such action
should be taken only on the public trustee
recording in writing the reasons for his action.
He should not be allowed to arbitrarily
deprive the trustee of his voting rightT My
suggestion for the reasons being recording in
writing is that if for any reason the act of the
public trustee is based on incorrect
understanding of the situation, the affected
party may have the right of appeal to a court
of law. But as the Bill stands, the public
trustee has the power to say that he need not
exercise his voting right. He may exercise the
voting right himself or allow the voting right
to go by default. After all, trusts are being
formed for s'ome purposes and it i9 necessary
that the trustees concerned should have a full
statement of the facts on which the public
trustee is acting. I think it will lead to an
improvement of the situation which will exist
after the passing of this Bill.
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As 1 said, this Bill would have been
unexceptionable and  would have
received the warm welcome of all
sections of the House but for the serious
doubts that some of us have about the
propriety of clause 5 of the Bill. I hope
the Finance Minister will make it clear in
his reply that this has nothing to do with
what the Congress is going to do at
Bhubanes-war, and that what is being
done is to tighten up the Company Law
Administration so that there may not be
malpractices in the management of
public companies which have been
disclosed by the Vivian Bose
Commission.

SHrRi M. P. BHARGAVA (Uttar
Pradesh): Mr. Vice-Chairman, Sir, I
would be failing in my duty if I did not
stand up to protest against the non-
inclusion of Rajya Sabha Members in
this Select Committee.

AN HON. MEMBER: Only protest?

SHRI M. P. BHARGAVA: And I want
to assert the rights of this august House.
This is not the first time that this has
been d'one, and I do not want that this
should be repeated in any case in the
future. In the case of the Major Port
Trusts Bill, the Lok Sabha had appointed
its own Select Committee, and when the
Bill came for consideration before this
House, I had the honour of moving for its
reference to another Select Committee of
this House and the Government accepted
that motion. And so a Select Committee
of this House was appointed and it went
into that Bill and made its recommenda-
tions.

Now, let me give a little history of this
case. It is not for the first time that the
Companies Bill is being considered by
the two Houses. The original Bill was
considered in both the Houses and it was
referred to a Joint Select Committee, not
to a Select Committee of the Lok Sabha
alone.
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Again, in 1960, another amendment to
the Company Law came before the two
Houses and this time also it was referred
to a Joint Select Committee, not to a
Select Committee of the Lok Sabha only.
Therefore, no precedent can be quoted
for the non-inclusion of the Rajya Sabha
Members in the Select Committee on this
Bill. I would respectfully urge the
Finance Minister to tell us why such a
grave mistake has been made by not
including the Member; of the Rajya
Sabha in this Select Committee. Either
he has to say that this is a mistake and
give us an assurance that this will not be
repeated, or even at this late hour, he has
to rectify the mistake and accept the
motion for reference of thiy Bill to a
Select Committee of this House. That is
all I demand. The rights of the Rajya
Sabha Members cannot be ignored and
that is the only reason why I have stood
up, to protest against this unwanted non-
inclusion of Rajya Sabha Members in the
Select Committee.

This Bill was introduced in the other
House on the 26th November and both
the Houses were sitting. The Lok Sabha
was sitting as well as the Rajya Sabha.
On the 28th November, one of the
Members, my hon. friend Shri Morarka,
moved a motion for reference of this Bill
to a Select Committee of the Lok Sabha.
May I ask the Finance Minister what
prompted' him to accept that motion, and
not taken into consideration the point that
instead of a Select Committee, a Joint
Select Committee be appointed? He owes
an explanation to this House why this has
been done and I would like to know if he
would rectify this mistake.

That is all I have to say. I will not go to
the provisions of this Bill at this stage. I
want to assert my right and as a protest I
will not say a w'"ord about the
provisions of this Bill.
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SHrRi AWADHESHWAR PRASAD
SINHA (Bihar): Sir, before I speak on
this Bill, I would like to pay my tribute to
the Finance Minister for coming forward
with a statement on the economic
situation. This is an innovation which he
has introduced and in that statement he
has indicated what he is going to do in the
Budget. The statement gives certain con-
cessions already and it implicitly says
what the next Budget is going to be. This
is a very democratic procedure that he has
adopted. Newspapers, which usually take
a conservative line, have also realised it. |
was reading the editorial of the "Times of
India" the other day in which it says that
it has taken the economic direction of the
country on the path of wisdom. So, I
congratulate him on this. Besides, by
means of the Unit
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[Shri Awadheshwar Prasad Sinha.]
Trust Bill the poor man will be able to
invest his money and get a good return
on that.

Companies

THE VICE-CHAIRMAN (SHRI AKBAR
ALI KHAN) : But we are dealing with
Company Law.

SHRI AWADHESHWAR PRASAD
SINHA: I am coming to the Companies
(Amendment) Bill. On this Companies
Bill T have nothing to say about the other
clauses, but there is a controversial clause
about which there has been much
uninformed criticism made in that House,
perhaps in this House also, in the country
and even in newspapers. That is about the
conversion of old and new loans into
shares. It has been said by people who
should know better about the functioning
of the Congress Party in Parliament that it
has been done in a very arbitrary manner
by the leader of the Party. They say that
they can even prove it that there was a
decision of the executive, then the Prime
Minister was authorised by the general
body and he reversed the decision of the
executive. I have been a Member of the
Congress Party in Parliament for the last
fourteen years. I have been its Secretary
also.

SHRi DAHYABHAI V. PATEL:
Therefore, this tragedy that there are
people like you.

THE VICE-CHAIRMAN (SHRI AKBAR
ALI KHAN): Please do not Interrupt.

SHRI AWADHESHWAR PRASAD
SINHA: I am coming to you, my dear
friend. Do not worry. Very few people
voted in the executive this way or that
way. Many of them, I should say most of
them, were neutral.

SHrRI DAHYABHAI V. PATEL:
Because they did not understand.

[ RAJYA SABHA ]
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SHRI AWADHESHWAR PRASAD
SINHA; Let there be no running
commentary.

THE VICE-CHAIRMAN (SHRI AKBAR
ALI KHAN): Let him carry on.

SHRI AWADHESHWAR PRASAD:
SINHA: When he spoke, I never
interrupted him. So, most of the Members
were nautral. Then a number of Members
of the Congress Party sent a requisition
for a general body meeting to the leader.
The leader of the Party, who is an
uncompromising democrat, called a
meeting of the general body of the Party.
In that general body meeting, my
esteemed friend, Shri B. K. P. Sinha, who
is not here now, moved , resolution,
which was seconded and passed
unanimously, saying that the leader would
decide about it. This is a democratic
procedure. Even then, I say that the leader
consulted almost all his colleagues and
unanimously all his colleagues advised
him to do what has been done. So, where
is the undemocratic way of the leader
functioning and what is wrong about it?

SHRI B. D. KHOBARAGADE: On a
point of clarification. Then, why was the
proposal of the Select Committee not
accepted?

THE VICE-CHAIRMAN (SHRI AKBAR
ALI KHAN): You will have your turn and
you can speak then. Otherwise, it will be
reduced from your time.

SHRI AWADHESHWAR PRASAD
SINHA: He is taking my time by hia
interruptions.

THE VICE-CHAIRMAN (SHRI AKBAR
ALI KHAN): Let him go on. Ypu can
speak later. You will have your turn. If it
iy @ Minister, you might interrupt, but not
in the case of Members.
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SHRI AWADHESHWAR PRASAD |
SINHA: Now, what is wrong about this
clause? Old or new loans may be converted.
The first  criterion is that it should be in
the public interest. Secondly, it will be
placed on the Table of both Houses
while Parliament is in  session  for thirty
days which may be comprised of one
eession or in two or more successive
sessions. We have a right to move a
motion annulling the order of the
Government. Thirdly, about the termg
offered by the Government for conversion
the companies have a right to go to a court
and the decision of the Government abouf
the conversion will become final only after
the decision of the court. So, there are threg
checks, not one, not two. What is wrong
about it? T would like to tell those wha
criticise it that the parties which are
concerned are only two and I dare say
that they are not so much perturbed over it
as their friends are perturbed over it. They
have faith in our Prime Minister. They havg
faith in our Government and they have
faith in our Finance Minister. But in the
course o'f debate, not in this House buf
elsewhere  and outside  in the country
also, a distinguished leader of my
esteemed friend, Mr. Dahyabhai Patel's
Party, came out with a remark which hag
pained us beyond measure. He said: It ig
unfortunate that  the Government of thg
country is in the hands of , gentleman whg
is a half-baked Marxist. He did not stop
there. I would like Mr. Dahyabhai Patel tq
listen to me.

Companies

SHRI DAHYABHAI V. PATEL: I
agree with everything that he said on the]
Bill.

SHRI AWADHESHWAR PRASAD
SINHA: And then he said that in the
Congress Party there are loudmouthed
fellow-travellers

SHRI DAHYABHAI
Which is quite true.

V. PATEL:

[ 19 DEC.
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SHRI AWADHESHWAR PRASAD
SINHA: . . . who are being led by Pandit
Nehru and others. If Pandit Nehru is
leading the fellow-travellers, it means h,
is worse than a fellow-traveller or he is
himself a fellow-traveller. Is it the way of
dealing in politics in our country? The
Prime Minister in his Party and in the
Congress organisation is the supreme
leader. He is loved and respected by all.
Does that gentleman who has said so
mean to say that Congressmen are fools
and they have allowed themselves to be
led by a gentleman who is a fellow-
traveller? And when they say so, is it not
a reflection on the integrity of th, Prime
Minister, that he is a fellow-traveller?

Is he within his rights, within
democratic rights? Is he within decency?
Ig it for a decent man to say like that of
one about whom Mahatma Gandhi said:
"Jawaharlal's sincerity is transparent"? He
has lived a life which everybody knows;
everything is known to the country, how
his entire family sacrificed for the
country, even the children of his family,
his mother, his sister, his father, and so
on, and what a pitched non-violent battle
he waged against the British.

In 1927 1  wag attracted  towards him
when I was a boy of  20. 1 was
attracted towards Pandit Nehru in 1927
when in the Madras Congress he moved a
resolution for independence as against
Dominion Status. In Bihar we had the
good fortun,  of getting into  politics
and learning politics at the feet of the
great late Dr. Rajendra Prasad. He opposed
that resolution in  Madras. He spoke in
favour of Dominion Status. When he came
back to Patna, I met him. I was just like a
child of his. I fought in an impulsive
manner against the view that he had
expressed in the A.I.C.C. on that resolution
and I fought very hard against him. He

smiled. He treated me like a child and
told me: I "My dear boy, you go ahead,
but I
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[Shri Awadheshwar Prasad Sinha.] feel
that way." But I did not agree with him. I
agreed with Pandit Nehru. Since then
came the Simon Commission boycott.
Nehru was beaten. Then came the youth
movement and he started propagating
socialism, and since 1928-29 «p till now
because of his preachings I have been a
Congress socialist. I have been , Congress
socialist, I am a Congress socialist and I
shall die a Congress socialist because of
the inspiration which Pandit Nehru has
given us.

After independence, what about the
Constituent Assembly? He moved an
objective resolution which contained both
democracy and socialism. I would like
Shri Dahyabhai Patel to read that
resolution. Pandit Nehru moved that
resolution when his great father, the late
Sardar Patel, was sitting by his side.

SHRI DAHYABHAI V. PATEL: And
amended how many times?

SHRI AWADHESHWAR PRASAD
SINHA: That is allowed by the Con-
stitution. I am telling this to Shri
Dahyabhai Patel because there is a certain
bond between him and myself. He is the
son of a great man, Sardar Patel, and I
had the good fortune of fighting the great
battle of freedom under his captaincy and
banner. However much he is opposed to
us, I always feel that he is a brother of
ours, and so I have a certain right, moral
right, to address him and tell him. Had
there been somebody else of the
Swatantra Party sitting there, I would not
have said these words, and I would like
him to bear in mind, whenever he makes
a remark or speech, that he is the son of
that great man and he has to carry that
heritage. A broad based democratic
constitution was built up and amendments
were introduced one after another. I am
proud of those amendments. But for those
amendments the zamindary system would
not have Dbeen abolished. Those
amendments enlarged the frontiers of
democracy, enlarged the fron-

[ RAJYA SABHA ]
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tiers of the social and economic content
of the Constitution. Further amendments
were made because the Constitution itself
provides for that.

So, Sir, I am very sorry that such things
are said in public life. I protest against it
and I would like to tell that gentleman
one word If the Congress Party meets and
if this Bill is brought before it, let the
gentleman come and see, it will be passed
unanimously by the Congress Party,
though it has been suggested in certain
quarters that it has been imposed arbi-
trarily on the Congress Party,

In this House we function in a par-
ticular manner, as if we are functioning in
a family. Here is sitting before me Mr.
Bhupesh Gupta. He is the leader of the
Communist Party. I differ from the
Communist Party on so many things. But
I know, before joining the Communist
Party, what he was doing, what sacrifices
he had made in the revolutionary
movements of Calcutta and Bengal. You
know our Shri Surendra Mohan Ghose
who is the Deputy Leader of the Congress
Party. H, looks upon him as his younger
brother. Even though Shri Bhupesh Gupta
is in the Communist Party, he looks upon
Shri Surendra Mohan Ghose as more or
less his father or elder brother. So we
function in that way. There is Shri Ganga
Sharan Sinha sitting there. I worked with
him for more than twenty years. When in
1948 he decided to leave the Congress,
when the Congress Socialist Party
unwisely decided to leave the Congress, 1
said "no". I said: "I cannot leave the
Congress. I will stand by the Congress
like the rock of Gibral-ter, I will be
there." And he believed in my bona fides.
I believed in the bona fides of Ganga
Babu but I must appreciate the sacrifices
he made. Had he been in the Congress, he
would have been in the top post in Bihar,
and he would have decorated any post
that would have been given to him by the
Congress. But he has his own conviction.
I have my own. Even the Jan Sangh
gentleman who gits here,
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Shri Vajpayee—we differ from him on
many points. I do not believe that Jan
Sangh is a secular party. But even then he
is a patriot. He is as good a patriot as
myself. On this basis howsoever Shri
Dahyabhai Patel may shout at me, I know
that within his heart there is as much love
for the country as I have. But if we go on
in this way of imputing motives and call-
ing names, that is a bad thing. There is a
saying in Hindi which when translated in
English means, if you throw dust on the
sun, it will recoil on you. If you throw
dust on Pandit Jawaharlal, it will recoil on
you. On behalf of the Congress Party and
on behalf of all my friends, I protest
against that remark and I condemn it.

SHRI B. D. KHOBARAGADE: Mr.
Vice-Chairman, before 1 refer to the
provisions of this Bill under consideration,
I would like to record my protest for not
having referred this Bill to a Joint Select
Committee of both the Houses. As pointed
out by the hon. friend, Shri Bhargava, this
is not the first time when the Rajya Sabha
has been ignored in this way, I, the past
also attempts have been made to ignore the
Rajya Sabha, and protests were recorded
even then against the attitude of the
Government in this respect. Now my
friend, Shri Dahyabhai Patel, has moved
an amendment to the motion, and I
hope that all those Members who
consider the privileges of this House as
supreme would vote in favour of the
amendment for referring this Bill to a
Select ~ Committee. Shri Bhargava has
recorded a strong protest and refused to
express his views on the Bill. But mere
protesting will not help. I hope Mr. Bhar-
gava and all his friends will vote along]
with us and try to refer this Bill to the
Select Committee.

[ 19 DEC. 1963 ]

Regarding the provisions of the Bill I
have to say that I expected that the
recommendations of the Vivian Bose
Commission and the Shastry and
Daphtary Committees would be im-
plemented by bringing before this Houso
a comprehensive Bill. But un-
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i fortunately w, have got only this Bill
before us. I do not think we will be able
to achieve socialism or to abolish the
concentration of wealth and economic
power by bringing before Parliament
such piecemeal legislation. For that
purpose it is very essential that we at the
earliest possible opportunity bring before
Parliament a comprehensive legislation
to check the malpractices of the big
business.

A great oontroversy has been raised
regarding the particular clause  which
enables the Government to convert its loan
into equity shares. Just now the hon.
friend, Mr. Sinha, said that the Prime
Minister has done this after consulting all
his colleagues. It is not a question of
consulting  his colleagues. The Prime
Minister wa, presiding over the meeting of
the Executive Committee of the
Congress Parliamentary Party and even
though he was presiding over that
meeting, the Executive Committee ignored
him and in his presence passed a
resolution that the status quo should be
maintained. Even in the Congress
Parliamentary Party meeting, it could not
take any vote on that resolution whether
the status quo should be maintained or
whether that provision should be amended
or not, whether the recommendation of
the Select Committee should be accepted
or it should be rejected. Nobody could
dare to take any vote in the Congress
Parliamentary Committee and ulti-
mately, they had to refer this question to
Pandit Jawaharlal Nehru. This only means
that the Congress Party is today being
influenced by big business. There is a big
lobby working of the big business people,
trying to influence the opinion of the
Congress Party. Six, my humble opinion

THE VICE-CHAIRMAN (SHRI AKBAR
ALl KHAN) : You speak on the Bill
because we have got very short time.

SHRI B. D. KHOBARAGADE: Surely
Sir, the Bill is for the purpose of
destroying the concentration of economic
power which, we are noticing, is in a few
hands. If the Congress
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[Shri B. D. Khobaragade.] wants to
establish the socialist pattern of society, it
becomes essential that the lobby of big
business i; not allowed to influence the
Congress members and if there is any
such lobby of the Swatantra Party or of
big business functioning in Congress, it is
desirable that such people should be
removed immediately from the Congress
Party, so that the Prime Minister and
those progressive people will be able to
achieve their objective of bringinf? about
socialism in this country.

About this conversion business, I do
not understand how some hon. Members
can raise objections to this thing. What
harm is there? This is not a new
provision. May I draw the attention of]
hon. Members to the evidence given by
Shri Soxnani, the great industrialist, who
came as a witness before the Select
Committee of the Lok Sabha? This is
what he had to say about the conversion
of loans mto equity shares:

"Not that this is something new; this
practice is already being followed by

international ~ agencies  like  the
International Finance Corporation."
Further, Shri Somani says in his
evidence:

"There is also a system of conver-
tible debentures under which de-
bentures issued can be converted into
equity capital under certain terms and
conditions."

Shri Somani has admitted here that this
is not a new system, that in international
corporations also it is being followed. So,
I 00 not understand as to why people
should object and say that the
Government wants to take over the
companies in indirect ways. That is not
the case. In future, if anybody wants to
get a loan from tho Government, he will
be aware that this provision is there in the
Act and he will consider whether he will
accept the loan from the Government or
not. If he accepts, he must be prepared—
rif by chance it comes to that—to allow
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the Government to change the loan

into equity shares.

Objection is being raised that it ia
harmful to give retrospective effect to this
clause. I do not know why there should be
any objection to that. The -other day, while
speaking in the Lok Sabha, Shri
Krishnamachari referred to the five
companies to whom loans had been given
by the Government. There are only two
companies which are likely to be affected.
Out of five, one is Oil India which is
almost a Government concern; 50 per
cent of the equity shares of Oil India are
held by the Government. Then there are
two other companies where the loan given
by the Government is very little-There is
one small company which has been given
loan of Rs. 5 lakhs and it has already been
almost repaid. Then the other one has got a
loan of Rs. 3 crores out of which Rs. 50
lakhs have been paid. So, there remain
two companies only, the Tatas and the
Indian Iron and Steel Company. If these
two companies are taken over by the Gov-
ernment, I do not know what harm would
be there. My own personal opinion is that
if Government can afford it, it should
immediately take over these two big
projects into the public sector. H we do not
want that there should be any
concentration of wealth and economic
power, we should see that all  these big
projects which cost more than Rs. 50
crores should not be in the private sector
but they should be in the public sector.
Otherwise, we will not be able to achieve
socialism and We will allow these in-
dividuals, these private sector people, to
get more and more wealth and more and
more economic power. Therefore, my own
submission is that we should make such a
provision so that the private sector will not
be able to get more concentration of
wealth ina few hands.

I would like to refer to the provision
regarding the Tribunal. It has been
mentioned in this Bill that it will be at the
discretion of the Central Gov-
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emment Qrefer such cases about thg
™Ananagement by certain managerial
personnel to this Tribunal. I do not know
why it should be at the discretion of the
Government. The particular clause says:

"the Central Government may state a
case against the person aforesaid and
refer the same to the Tribunal with a
request that the Tribunal may inquire
into the case and recoTid a finding .

"

The ultimate discretion is given to the
Government. But we have seen in the
past that the Government has not been
using this discretion properly. We have
seen that the cases of the Dalmia-Jain
Group of companies have been
investigated and those people have been
punished. But when the same kind of
allegations are being made against the
Birlas, against the Ruby and Asiatic
Assurance Companies, no action is being
taken against them. They have also
indulged in the same sort of corrupt,
malpractices. When the Government
appointed a Commission to enquire into
the Dalmia-Jain Group companies, they
did not take any step to investigate these
allegations against the Birla concerns.
Therefore, if we give the discretion to the
Government, we do not think that this
discretion will be wused properly.
Therefore, my submission, so far as this
clause is concerned, is that instead of
giving the discretion to the Government,
it should be given to an individual, and if
he thinks that the functioning of the
managerial personnel is not proper, is
detrimental to the corporation or to the
company itself, is not in the public
interest, let that individual file the case
before the Tribunal, and it will give its
own opinion, its own verdict, about the
conduct of the managerial personnel.

Sir, the last point is that there is
provision in the Bill for appeal against
the decision of the Tribunal. This will be
regarding the point of law involved in the
case. When we have given such wide
powers to the Tribunal about the
defaulting managerial personnel and
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when we have made a provision for
appeal, it should not be restricted only to
the points of law, but points of fact also
should be allowed to be brought before
the Appellate Court..

SHrI SURESH J. DESAI (Gujarat): Sir,
the Companies (Amedment) Bill which is
before the House seems to be a part of a
well-thought-out general, scheme of the
hon. Finance Minister to stimulate the
growth of our economy. The Companies
(Amendment) Bill has to be read along
with the. Banking Companies
(Amendment), Bill, the Unit Trust of India
Bill and the recent proposal of the
Government of India to permit the LIC to
take up. general insurance business. All
these ar, parts of a very well thought-out
scheme of the hon. Finance Minister, and
the recent statement which he made is also
a very welcome statement. The purpose of
that recent statement also was the same, to
stimulate the growth of our economy, to
stimulate investment and to regulate the
operation of the private sector so that
whatever loopholes are found in its
operation may be remedied and more and
more investments may be stimulated and
protected. It is a general scheme of the
hon. Finance Minister and the Companies
(Amending) Bi.i is one of that.

The present Bill has five main pro-
visions and I will go through them one by
one. Firstly, about the Tribunal; the
Tribunal is aimed at merely speeding up
the process of law, the operation of the
law. ~ What  happens? = Whenever
irregularities are found in companies and
the company law authorities take certain
legal action, the cases are taken to the
High Court and there they remain
pending for two years and three years
before any remedy can be sought. So, in
order to remedy this, in order to correct
this position, the whole administration
has to be speeded up, whereby cases of
misfeasance, fraud or malpractices can be
immediately taken cognizance of and
these “regularities remedied. That is what
this Tribunal is aiming



4 97 Companies

[Shri Suresh J. Dasai.] at, and the Select
Committee of the other House has made two
very welcome amendments in the
provisions about the Tribunal firstly  that
the Tribunal will have as its chairman a
person of judicial experience, a person who
is or has been or is qualified to be a Judge of
a High Court. Secondly, whenever a Bench
is appointed by the Tribunal, the bench
will consist of two persons at least and one
of them will be a person  of  judicial
experience. These are the two changes
which have been made by the Select
Committee of the other House, and they
are very welcome provisions. I will just
refer to one minor point and say that the
original Bill, which was presented to the
other House, provided that the
Government would delegate authority to
the Tribunal from time to time as they
thought fit. Now, this provision has been
changed and powers under sections 155
and 140 which provide for rectification of
the register of members, and production of
books to an inspector enabling him to
examine a  person on oath; have been
delegated under the present Bill to the
Tribunal. Then the second main feature of
the Bill is about the Board of the Company
Law Administration; the Board of
Company . Law  Administration is also
aimed at strengthening of the adminis-
tration of the company law, tightening it,
centralising the powers in one authority
and making it function in an autonomous
manner so that the Company Law ig
properly administered. That is a non-
controversial point.

The third point is about the converting
of loans into equity capital. Now that is a
point which has generated a lot of heat,
and it has been said that the Members of
the Select Committee or the members of
the executive succumbed to this lobby or
that lobby. It is absolutely incorrect.
There are in fact two different sets of
values involved in this point. Firstly,
referring to clause 5 which
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amends section 81 of the company law,
let me say that section 81 or the present
Act provides for issue of fresh capital.

Fresh capital can  be issued  ordinarily
to the existing shareholders, and if
the existing shareholders are not willing

to take up the capital, or in case the direc-
tors of the company want to issue the capital
to some other persons, then a special
resolution of the shareholders is necessary
in order to offer  fresh capital to persons
other than  the existing shareholders.
Then there is another provision also in the
existing law, that loans and debentures can
be converted into equity capital. But
there are three conditions attaching to that.
Firstly, there must be a provision in the
existing contract or the agreement about
the  convertibility of the loans or
debentures into equity capital.
Secondly, a special resolution of the
shareholders will be necessary. Thirdly,

permission of the Government  has to
be obtained. These three conditions  are
there for converting loans or
debentures  into  equity capital even

under the present law. Now what is the
position contemplated by this Bill?  The
position is that debentures and loans are
divided into three categories:  debentures
and loans taken or given by the public or
even by the scheduled banks—for
them the existing law remains the same;
then debentures and loans issued to or taken
from  certain Government agencies,
like the Industrial ~ Finance Corporation, or
the National Shipping Board, or the Life
Insurance Corporation—they come under
the  second category; for them there will
be only two conditions operating; firstly,
that there must be a  provision in the
agreement that these loans can be
converted; secondly, that the permission of
the Government should be obtained.
Now a third category of loans or debentures
is the loans or debentures given or taken
directly by the Government of India. Now
what is provided in the present Bill is that
it will be at the pleasure of the Government
to convert the existing loans or
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debentures, as also future loans or
debentures, into equity capital, if it so
wishes. Now that is the provision about
which so much controversy has been
raised. Here actually there are two sets of
values. I will first mention one side. One
side is that, firstly, the shareholders' right
to pass a special resolution is now
waived— that goes away now; that is
number one. Number two is that there
must be some sanctity of contractual obli-
gations. That is, when the company took
the loans or issued the debentures, the
condition that they will be converted into
equity shares was not there. Now, when
that condition was not there, how can
those, contractual obligations be now
overridden, and the loans and debentures
be converted into equity capital? That is
number two. Number three, it is also said
that this will apply to two companies only
and that this will be a sort of invidious
distinction. That is one side of the picture.
But there is another side of the picture
also, that this is nothing else but an en-
largement of the executive authority, that
the executive authority "has got to be
enlarged if we want to achieve certain
socialistic objectives. There are certain
social and economic objectives of the
State policy which have been accepted by
the ruling party, and when the ruling party
wants to achieve those socialistic
objectives, the executive authority has to
be enlarged for the purposes of planning
and for the purposes of achieving those
objectives. Secondly, the companies
which have been given these loans are
prospering; they are doing very well, and
if they are doing well, why should the
Government merely confine itself to
receiving some interest but not sharing
that prosperity of the companies by
converting the loans or the debentures
into equity capital? So there are two sets
of values. Some people believe in one set
of values and some people believe in the
other set of values. Some people also say
that there is a constitutional objection but
I do not attach much importance to that.
After all, the Constitution is not
something

Companies
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unchangeable; the Constitution can be
amended for the good of the country, and
the Constitution can be amended by the
Parliament whenever necessary. If we
wish, if we believe that certain objectives
should be achieved, we can amend the
Constitution also. So, whether it is cons-
titutionally vaild or not is to my mind, not
a very sound objection. So these are the
two values.

Now actually, Sir, there will be about
five companies which will be affected.
One is the Oil India, and in Oil India 50
per cent holding is with the Government;
so there is no objection in that, because
that is a sort of semi-Government
concern. There is another company which
has taken five lakhs of rupees as loan,
and four lakhs of rupees have already
been paid. So that company will hardly
be affected. Then there is a third
company, Atul Products, which has taken
a loan of three crores of rupees. It has a
paid-up capital of three crores or three
and a half crores of rupees. And the two
main companies which will be affected
are the Tata Iron and Steel Company and
the Indian Iron and Steel Company.
These are the two companies which will
be mainly affected. It is not that the
Government is going to nationalise or the
Government is going to take over these
two companies or the other companies to
which the loans are given. Nothing like
that. It is only a matter of these two
companies, and even for them the
Finance Minister has made it clear that it
is not the purpose of this amending Bill
to take over this company or that
company, or to convert all loans into
equity capital.

The last point is about the voting
powers of trusts. Now in the matter of the
voting powers of trusts, the original
provision in the Bill was that the
Government may direct that the voting
powers of any trust can be vested in one
officer, that the Government can appoint
an officer and that officer can exercise the
voting powers of any trust. Now, after
the
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[Shri Suresh J. Desai.] Bill has come
out of the Select Committee, it is
provided that the voting powers of all the
trusts will vest in the public trustee. And
the public trustee can exempt some trusts,
or can allow the original trustees, in some
cases, to exercise the voting powers.
Actually, these trusts in our country have
helped a great deal in concentrating
wealth and power in a lew hands. In
America also it is so— there is the case of
the Ford company; a number of other
trusts are also there. As my time is short I
need not give the details of them, but the
trusts are often utilised by some person to
escape tax liability on the one hand, and
to concentrate on capturing more and
more - campanies, with the help of the
voting powers

of the trust, on the other. It 4
P.M. is happening in America also.

They have got more stringent
laws than we have got to remedy this
position. In our country we are just
beginning this law. So this is nothing else
but with a view to remedying this,
position of concentration of power and
abuse of the voting powers of trustees, a
public trustee will be appointed. And,
after all, what have the trustees actually to
do? In any trust a trustee has to exercise
his power in the interest of the
beneficiaries, not for himself. What
happens? A trustee exercises powers for
his own benefit with a view to capturing
one company after another. That is why
the position has got 7o be remedied. There
is nothing objectionable in this provision.
This is a part of the general scheme of the
Finance Minister to stimulate the growth
of our economy, and I welcome this Bill.

SHri SIT ARAM JAIPURIA (Uttar
Pradesh): Mr. Vice-Chairman, Sir, the
number of fiscal measures introduced
during this session itself is, I think,
unprecedented in the history of
Parliament and the Finance Minister
deserves all laurels. It only shows his
imagination and capacity in seeing them
through in such a short time.
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Sir, the Minister of industry, Mr.
Kanungo, said some time ago in Par-
liament:

"Since the Companies Act of 1956
very few cases of a serious nature had
been reported to Government against
the working of companies, though
there were several provisions in the Act
under which shareholders and others
could bring in complaints."

The Minister further stated:

"Since 1956 a great deal of dis-
cipline in the corporate sector has been
noticed."

With this background, Sir, I feel— and I
am sure that will be the feeling of every
one concerned—that drastic provisions of
a substantial nature are not called for. So
far as the provisions which are of an
adjectival nature are concerned, they are
understandable and I am all for it. When
we take the case, for example, of the
Tribunals, we find that the idea of a
tribunal is mainly to expedite the cases,
and I am sure every one of us will agree
that expedition of such cases is very
essential. But I would humbly suggest
that if the same thing could be done
through the introduction of a special
Bench in the High Courts, this question of
a Tribunal, probably, would not have
arisen. And where is the guarantee that
these Tribunals will be able to have more
expeditious decisions than that of the
High Court Benches? Not only that, it has
been also said that the Government may
refer cases if in its opinion their business
is not conducted in accordance with
sound business principles or good
commercial practice or it is against public
interest.

This, I feel, Mr. Vice-Chairman, is a
very vague term on which there is bound
to be even an honest difference of
opinion. And in these circumstances to
entrust such vast powers in the hands of
the executive to refer to a Tribunal may
not always bring justice to all concerned.
I would humbly suggest that instead of
that we  could have a  further
provision



4303

to have it scrutinised by the advisory
Commission. The Finance Minister, I am
sure, will kindly consider the suggestion.
If the matter is referred, in the first
instance, to the . Advisory Commission
and if the Advisory Commission, which is
already there, is convinced that there is a
prima facie and a positive case, that the
fellow concerned has not acted in the
public interest, let it refer it to the Tribunal
for some positive decision.

Companies

Sir, a number of provisions are already
there in the Companies Act. Section 408
allows to have two directors nominated
by the Central Government. Then there is
section 265 under which minorities can
be represented. If all these provisions are
not found sufficient, then only the
Advisory Commission recommends a
reference to the Tribunal which deals
with the matter. Then I feel that more
justice will be guaranteed.

One point more, Mr. Vice-Chairman,
in this respect. It has been said that in a
company where a person has been found
guilty, action can be taken against the
entire company. My humble submission
in this connection is that unless and until
the particular firm or the corporation
directors or the members are made a
party, they should not be proceeded
against. For the fault of one person if the
entire board of a firm is penalised that
would be against the basic principles of
democracy. Let us make them also a
party for this purpose if thought
necessary.

Then, Sir, if a person has to vacate

his seat by the judgment of the Tribunal
because the person has not acted in
propriety, it would be advisable that that
seat is filled up by the remaining
members of the board and not by
nomination by the Government. That will
ensure more lair play in this respect.

Then, Sir, appeal against the decision
of the Tribunal is also a very
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important matter. It is true that the appeal
has been allowed on facts of law. But I
will humbly suggest that it is a very
important matter and so long as we have
High Court judges we are certainly more
assured. But they must sit on every Bench
and not just be a member of the Tribunal.
And if appeal is allowed in such a case to
the High Court and if the High Court has
a special Bench to deal with it, I do feel it
will create more certainty and more surety
in the minds of all concerned.

Sir, a lot has been said about the
question of shares being converted. Since
the time at my disposal is very little, I
crave the indulgence of the Finance
Minister who is going to speak after this
to give me one more minute. Mr. Vice-
Chairman, this particular position of. the
voting rights of the trustees is a very
important one. After all, the trustees are
being selected by the particular trusts and
donors. They enjoy confidence. And
unless and until it is proved to the
contrary that the trustees have acted in a
manner which is prejudicial to the trust or
to the body concerned, there is no
justification in having a public trustee
who should be asked to vote. After all, a
public trustee cannot be taken for granted
to be more interested in the institution
than the trustee himself. The Finance
Minister himself said while introducing
this Bill in the other House that he
intended to exempt genuine trusts created
for safeguarding family interests or
charitable or education trusts. I do feel
that this is yet to be incorporated in the
Bill.

Since the Vice-Chairman is getting
very anxious, [ think I should sit down
and, therefore, I take my seat.

SHrR1 K. SANTHANAM: Mr. Vice-
Chairman, I do not at all agree with Mr.
Jaipuria that the Company Law, as it
stands, is quite satisfactory and does not
need a major revision. If I did not think
that the present amendment is only a
small and minor instalment of a major
revision, then I
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[Shri K. Santhanam.] should have to
find fault with the Finance Minister.

I think, Sir, the present Company Law
is fatally defective in one major respect
namely that it clubs all companies into
one category. A company with five lakhs
of rupees is treated in the same way as a
company with fifty crores of rupees. In
the banking companies we have made
difference between the scheduled banks
and the non-scheduled smaller banks. I
think it is time that a distinction Is made
in companies, say, big companies with a
capital of Rs. 50 lakhs or more and
smaller companies. All the bigger
companies should be put on the basis of a
public  corporation or a public
undertaking. They should function as
public undertakings, because all the big
capital is contributed by the people, and
directors are merely managers of public
capital. It is not like small companies
where promoters put a large part of their
own capital and take only small
assistance from others.

Again, I have no doubt whatsoever that
the expense accounts of these big
companies constitute the major sources
of corruption of all public officials and
public authorities in this country.

SHRI A. D. MANI: Is it not so in
America?

SHRI K. SANTHANAM: We need not
copy American corruption. Let us copy
whatever is good in America. Here we
cannot afford this corruption. America
can afford it. Therefore, 1 think in that
respect also stringent revisions are needed
to ensure the integrity of our own public
services. It is no use insisting on rooting
out corruption from the services while
leaving the sources of corruption in tact.
And so for that purpose also we want a
major revision of the company Law. I
hope the Finance Minister will lose no
time in bringing about a major
amendment or a major revision of the
Companies Act.

Coming to the present Bill, I consider
it most unfortunate that a com-
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paratively minor provision should have
had concentrated public attention both in
the Parliament and outside. I do not think
that the Finance Minister attached so
much importance to this wretched
conversion of shares as to the other major
provisions—the setting up of the Tribunal
and the Board of the Company Law
Administration and the curbing of the
power of the trustees. So far as the
conversion of company shares is
concerned, I want to point out, as has
been pointed out by many others, that the
main means of assisting private enterprise
by the Government is not through direct
loans but through the L.F.C., Central and
State, and the ICICI and other financial
institutions. I think the Government must
make it a policy not to give direct loans
whatsoever. Therefore this question will
not a real question at all.

Then one other point has been missed
by all and in the other House also. The
clause, as I read, it does not refer only to
loans by the Central Government. I have
tried to check up. According to the
definition 'Government' means that which
is defined in section 617 of the Com-
panies Act. There it says:

"Held by the Central Government or
any State Government or Governments
or partly by the Central Government
and partly by one or more State
Governments."

I do not know and I wish the Finance
Minister will tell the House what is the
amount of loans given by the State
Governments to the companies. I am not
at all enamoured that these State
Governments should convert their loans
into shares because whether the company
is solvent or not is a matter of importance.
I think there is an attempt by the
capitalists to go to the State Governments,
first get loans and then get them conver-
ted into shares in insolvent companies.
Therefore, this conversion of loans into
shares is a double-edged weapon about
which we have to be very careful and I do
not think it is



4307

such a blessing as my firiend, Mr. Gupta,
thinks. It may be a means by which the
Government authorities are made
partners in all the mistakes of these
companies. The Government should be
the guardian of the public interests and
should not become partners in the private
enterprise at all. If it wants to become
partner there are the financial institutions.
Therefore the particular point is not of
much importance.

Companies

There are only two or three small
matters which I would point out. They
are rather more of drafting than of
substance. For instance, in page 3 in
regard to the Tribunal it is said:

"If during the course of any pro-
ceedings, any member of the Tribunal
is for any reason unable to perform his
functions or  relinquishes his
membership of the Tribunal, the
Central Government may appoint
another member in his place ..."

If @ member has been there throughout
the evidence and then disappears for
some reason or the other at the time of
the finding, you should not appoint any
new man. I do not see why the rest of the
Tribunal should not function as the whole
Tribunal. There is no justification for any
substitution. If it is a two-man Tribunal,
the one man left must become a one-man
Tribunal. If there is a three-man Tribunal,
then the two people left must continue as
the Tribunal and their findings must be
treated as the findings of the Tribunal.

Then I would like to ask whether the
Company Law Board is expected to
function as an autonomous Board or as a
mere departmental agency of the
Government because it is said that it shall
be under the control of the Central
Government. The usual form is that the
Central Government shall be empowered
to give directives to the Board but if it is
said that it is to be under the control, that
means
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all the decisions are finally the decisions
of the Government, not of the Board. I do
not know if that is the intention, of the
hon. Minister to make it a mere branch
agency and not more or less largely an
autonomous administration.

About the trustees also, I do not see
why the Finance Minister has taken the
trouble of making the provision so
complicated. I do not object to the
principle but if he had only said that
whatever the amount of trust, the voting
power will not be more than either Rs. 5
lakhs or 25 per cent, of the total voting
power™ then it would have served
without all these complications of going
to the public trustee and then the public
trustee being present or not being present
or asking the old trustee to be present and
all that. You must put a limitation. If
even he could have put a limitation to the
voting power of the trustee saying that it
will be treated as if the capital is equal to
Rs. 5 lakhs even though it may be Rs. 5
crores and the voting power will not be
more than one-fourth of the total, that
would have been a simpler way. He has
made it much more complicated.

Once more I would like to urge upon
him to bring in a proper comprehensive
revision of the Company Law as early as
possible and not be content with the
minor change* made in this Bill.
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THE VICE-CHAIRMAN (SHRI AKBAR
Ahi KHAN) : Mr. Murahari, you address
me and carry on your speech. Don't be
interrupted.
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SHRI T. T. KRISHNAMACHARI: Mr.
Vice-Chairman, Sir, at the outset I would
like to refer, if I may, be some feelings
that have been voiced by hon. Members
of this House that I have contributed
materially i» neglecting the interests and
the honour and dignity of this House.
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SHRI K. SANTHANAM: He can
come to the mike.
SHRI T. T. KRISHNAMACHARI:

Ifitwereso . . ,

SHRI A. D. MANI: He can come to th,
front bench, Sir.

SHRIT. T. KRISHNAMACHARI: No,
1 can raise my voice.

If it were so I can only say it was done
unwittingly. My hon. friend, Mr.
Bhargava, js very angry and he wanted an
explanation from me as to why there was
not a Joint Select Committee. Sir, it was
not my intention to refer this Bill to a
Select Committee even in the Lok Sabha.
My motion was merely a motion for con-
sideration. The Bill was not a big one and
it did not have many clauses. It was
comparatively simple in the sense that it
clearly indicated the objectives and we
wanted this measure to be passed into
law in this session and therefore I had
proposed that the Lok Sabha should take
it into consideration. It was a private
Member's motion that suggested a Select
Committee.

Another factor which I would ask the
House to take into account is my
comparative ignorance of procedures that
have developed during my absence from
Delhi. I was a Member here and I was a
Minister for six years and over.
Sometimes we had a Select Committee in
that House, sometimes we had a Joint
Select Committee on th, basis of the
importance of the Bill. If we thought that
the Bill, was very important then we
should get the two Houses together. If we
thought that the Bill was not important
and if somebody asked for a Select
Committee we gave it. That was the
procedure that I was accustomed to. I was
not aware of the innovations"—good
ones undoubtedly— that have been
introduced in the procedures during my
rather infrequent

[ RAJYA SABHA ]

(Amdt.) Bill, 19CS 4326

visits to Delhi. Therefore I beg of the hon.
Members to accept my apology as being
the chief architect of the mistake, if a
mistake has been perpetrated, unwittingly.
And I have no intention, nor do the
Government have any intention, of
making any differentiation between the
two Houses. The two Houses of
Parliament are equal and sovereign
excepting in the case of Money Bills in
the case of which for the purpose of
definitely fixing the responsibility of
Government some power has been given
to the Lok Sabha because the Government
cannot be responsible to two Houses. It
can only be responsible to one and
therefore in the case of Money Bills
which throw out the Government if they
are not sanctioned, the responsibility is
given to the other House. Otherwise there
is no difference in the dignity and powers
of the two Houses. I am deeply conscious
of it and once again I asit the hon. House
to accept my apology.

SHrRI B. D. KHABARAGADE:
What about a Select Committee here?

SHri T. T. KRISHNAMACHARI: I
would have very willingly agreed to
referring this to a Select Committee of
this House and moved a motion myself to
that effect had it not been for the fact that
we have barely three days and the
Government are very keen that this Bill
should be passed into law in this session.
It may be right, it may be wrong, hon.
Members opposite may think it :; wrong
and they might think that there is no
necessity for it but that, I might humbly
submit, you must leave to the discretion
of the Government. Whether it is urgent
or not is a matter in the discretion of the
Government of the day and therefore I
would ask hon. Members once again to
accept the apology and forget about it. I
can tell hon. Members that if ever I agree
to a Select Committee in the other House
I shall also agree to a Select Committee in
this House in the future but of course
Money Bills are totally different and it is
subject to that
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Coming to the Bill itself, if [ may be
somewhat simple, I would refer to me
story of trie miller, his son and the ass.
The miller and his son siarted taking
advice from all ana sundry in regard to
who should ride the ass and nobody could
ride the ass. Ass is not a tiger, Mr.
Bhupesh Gupta might remember, and it
ieed not be shot. And ultimately the ass
went overboard into the river. If I
accepted all the ~dvj.ce that was given to
me today I would be in the same position
and the Bill should be thrown overboard.
And I have no intention to do anything of
that sort.

Companies

By and large hon. Members have been
very kind to me and I am grateful to the
hon. Member opposite for the few kind
words he said. Even at this age—though I
am not handsome—I am susceptible to
praise 1 should say. Even God is
susceptible to praise and why should not
I? T am very grateful to hon. Members,
both on the opposite side and on this side,
who had a few good words to say about
me. After all in our stage of life the only
reward that w, can get is a few words of
praise from our fellow-countrymen and
nothing more. I do not expect to have any
other position in life than that of a
Finance Minister nor do I think a
decoration would satisfy me very much.
Therefore 1 shall live on praise because
sometimes I do without food.

The objections to the Bill coming from
my friend, Mr. Bhupesh Gupta, go to thg
root causes. Mr. Bhupesh Gupta has 3

mind which takes a very broad view of

things. He is, like myself, suffering fronj
what you might call long sight. If T look
ahead and see the faces of people I canno
look into the typewritten script before mg
because it takes me time to readjust my
eyes. Mr. Bhupesh Gupta has no difficulty

[ 19 DEC.

like that because he never takes an
immediate view of the situation and that
is why he- always goes back to the
fundamentals and the fundamentals take
us really to
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1849. I have no doubt in my mind, even
at the risk of my friend, Mr. Dahyabhai
Patel calling me a fellow-traveller, that
the Communist document of 1849 is a
historical document. But 1849 has gone,
1949 has gme and we are now in 1964.
The Communist manifesto has b3en
amended by Mr. Lenin; it has been
amended by Mr. Stalin and it has been
further amended by Mr. Khrushchev.
And there is a new version of it by
Chairman Mao.

SHRI BHUPESH GUPTA: I may tell
you that nobody has amended the
Communist manifesto. The Communist
manifesto did not go to any Select
Committee.

SHRI T. T. KRISHNAMACHARI: The
amendment of the document is this. The
sutra remains but you may make a
bhashya. The hon. Mr. Bhupesh Gupta
might become the bhashyakar of the
Communist document sometime later; not
yet, because he is not ripe enough.
Therefore we proceed; we go on and my
hon. friend remains where he is. Of
course I hear his advice but I do not
accept it because it is not acceptable. He
should wait for some time and progress a
little further so that I can. accept his
advice.

So far as this particular measure is
concerned, I take it, Sir, that by and large
he approves of anything that puts the
noose tight. From that point of view the
noose is not tight, the noose is slightly
tight. That is where Mr. Santhanam and
Mr. Bhupesh Gupta both agree. Mr.
Santhanam is a person who I think
believes that the good is the enemy of the
better. I consider the Bill a good one; Mr.
Santhanam wants a better one. I do not
think that the good is the enemy of the
better. But he thinks so and says, 'bring a
better Bill. Why do you bother about this?
You might consider this to be good'.

SHRI K.
Sir .

SANTHANAM:  But,
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SHRI T. T. KRISHNAMACHARI:
Please, I do not want an explanation. [
never interrupted the hon. Member.

SHRI K. SANTHANAM: But you have
misunderstood e I approved of the Bill
to the extent it went but I wanted much
more.

SOME HON. MEMBERS: That is what
he said.

SHRI T. T. KRISHNAMACHARI: T
agree, that is exactly the point. My
trouble about it is my comparative
ignorance of the English language. What
I said was that this Bill in my opinion is
good. It is only from a good that there
can be a better. Mr. Santhanam thinks
that there is a better one. Please go to the
better one. I can tell you if [ am an
authority here whose advice is generally
accepted, I would try to simplify this
book because much of what it contains is
meaningless. It has no teeth There is no
point in producing a Company Law
without teeth, asking people to furnish
figures, facts which a body looks into and
nobody checks the veracity of those facts
and they cannot be checked. If the hon.
Member had suggested to me, please do a
process of slimming, let there be
slimming so far as Company Law is
concerned, I would agree with him.
Income-tax law is another thing that
needs slimming. It goes on from one
mistake to another, one set of propo-
sitions further multiplied by another
amendment which is even more obscure
than the one it seeks to amend. I agree
that everything can be bettered, but I
cannot as a person who 1 suppose speaks
the truth, truthfully tell the hon. Member
that I am bringing forward a better one. I
may bring another amendment, probably
a larger one, with more clauses than this
one, but I am positive that [ would not be
able to promise Mr. Santhanam or
Members of this House that it will be a
better one.

[ RAJYA SABHA ]
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So, we are caught in this process from
time to tim, of amending it For having a
comprehensive Bill we should get to a
stage when things are peaceful, when
even the Communists will join the
Congress Party. Then, I think we can all
sit down, and as w, did in the case of the
Constitution, go on peacefully doing the
job. Now, there is the job of governing,
answering questions, justifying yourself
all the time, and then putting down
corruption which is'the latest hobby-horse
of my hon. friends. These are all very big
jobs which we have to handle from time
to time. Therefore, I cannot promise that I
will bring forward a comprehensive Bill.
I will bring forward another Bill,
probably with a few more clauses in it,
trying to rectify things, trying to put a
little more teeth into the measure.

One point was raised by, I think, Mr.
Arjun Arora and I think it was also raised
by Mr. Santhanam. Of course, the
General Clauses Act is there and section
3 of the General Clauses Act does include
a State Government when the word
'Government' is mention i. I do not know
and I have not . ;ked for statistics about
what the State Governments have done,
to whom t- y have lent money. But if they
have lent money and if they want to use
the provisions of this particular Bill, they
will have to write to the Centra]
Government and we will have to place
before Parliament any such proposal.
Therefore, there is a double check on that.
They cannot act hastily. An amendment
which one hon. friend has approved of—I
think Mr. Gurupada Swamy—seeks to
qualify even the State Government's
action. The same thing can be said about
this. Mr. Santhanam and some other
Members spoke about the provision with
regard to trusts. I explained the position
at length originally. I said this was the
only way in which it could b, managed. I
am not abolishing trusts because all these
matters are dealt with by the States. We
leave it to the State Legislatures for
enact-
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ing trust laws. I am not concerned at the
moment with trusts. What I am really
concerned with is the narrow issue in
regard to certain properties that are likely
to be possessed by trusts. If it is a trust,
which has really no commercial bearing
like a newspaper trust and which has no
intention of controlling any company,
obviously the public trustee will say:
Well, you can manage your own affairs,
if h, is asked. I do feel that this particular
provision in regard to a public trustee and
the powers that have been given to him
solves an administrative problem of a
magnitude which it would otherwise be
practically impossible for us to deal with.
And hon. Members will forgive me if I
say that as I read and re-read it over and
over, I find that it is a perfect draft. It
cannot be bettered.

Companies

With regard t, other matters that have
been dealt with by hon. Members, I think
Mr. Pathak raised this question of section
203. Well, Mr. Pathak is a very eminent
lawyer and I cannot question his
interpretation In fact, it would be unwise
to do so. Of course, we make laws and he
interprets them. But people who make
laws tell me that it is all right, that the
qualification that he pointed out is
intended. It is not intended to be extended
beyond that qualification. Anyway, of
course, he will be given an opportunity to
interpret it and I have no doubt that
lawyers in this country benefit by the
mistakes that w, made while enacting the
Constitution. I remember very well and I
think my hon. friend, Mr. Santha-nam,
wtiO was tny comrade in those days,
would bear me out when I say that article
13 as it then was, article 19 as it is today,
is a paradise for lawyers. So, it has
proved. I do not think anybody has even
thought of putting a rupee in a box for the
members of the Drafting Committee who
happen to be alive and I claim that
privilege. I might have had a tiny pension
in m, old age, when I have no work to do
and I lose my job.

[ 19 DEC. 1963 ]

(Amdt,) Bill, 1963 4332

SHRI BHUPESH GUPTA: You can
ask for some refund from Mr. Pathak.

SHri T. T. KRISHNAMACHARI: 1
think I should claim a percentage from
lawyers who interpret the Constitution
and often they say that this is the
intention of the framers. And I can tell
the hon. Member that the intention of the
framers is far from what they are
interpreted to be. Anyway, the world is
made of lawyers and judges and we can
only make laws. Therefore, section 203,
as | understand it, as I am advised, is all
right. I am a layman not in touch with
what is called customary law. I can go
into fundamental law a bit and probably
speak about it, but not into customary
law. But I am advised the position is
correct.

I think Mr. Pathak raised another point
about the status of the Tribunal and he
mentioned denigration. I am trying to
describe what he said, namely, the
denigration of the status of the Income-
tax Tribunal. Am I correct?

SHRIG. S. PATHAK: That is all right.

SHRI T. T. KRISHNAMACHARI: 1
think he is right. I agree with him. I think
we should take steps to see that their
status is restored to the old position. You
cannot have a Tribunal which is going to
deal with crores of rupees without proper
status. Of course, the members of the
Tribunal do their work now competently,
according to the best of their ability. I
have nothing to say against them but I
think its status has to be raised. After all,
in this world of ours which is yet
governed by a mixed economy, status
seekers abound and ™ have to pamper
their inclinations and proclivities.

One point was raised by Mr. Gurupada
Swamy, viz., why not include other
financial institutions? They were left out
advisedly, viz., the
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[Shri T. T. Krishnamachari] Industrial
Finance Corporation, the State Finance
Corporation and the State Bank tor that
matter. Imagine what the reaction of hon.
Members would be if I say that any loan
given by the State Bank can be converted
into equity. It would be what is called
reductio a:l absurdum and ridiculous as
some of our acts are. I do not propose to
go to that extent of making the law and
the Legislature matters of ridicule. His
advice no doubt is well meant a.id has
been spelt out intelligently, but I think it
has no app.ication in tha present context
of things. And in any event once yo-i do
that, Government will have no ins-
titutions. But there is one possibility. The
International Finance Corporation, which
is an adjunct of the World Bank, when it
lends money, has a provision to say that it
can convert some part of the loan into equ
ty, and ho 1. Membe s also know that
institutions like the Life Insurance
Corporation and other bies lend money
on debentures. They sometimes ask for
what is called convertible stock and then
they accept a lower rate of interest. The
interest is paid during the time when the
company does not earn. When the
company earns, these people exercise
their option and convert it into equity.
That is a possibility. It can be done at the
time of lending. That is the source by
which they can get equity participation in
companies which borrow from them and
not by the use of a legislative measure
like this.

One matter was mentioned by Mr.
Bhupesh Gupta and I think Mr. Bhupesh
Gupta has been showing interest in regard
to the Company Law Department, which
to me is rather surprising considering that
he is very objective in every other thing. I
know quite a lot of other people who
seem to think that something has
happened in regard to the Company Law
Department, in regard to the change-over.

[ RAJYA SABHA ]
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One fine day one Secretary was
removed? So what? Suppose a Secretary
was removed, there is no Secretary ‘here.
So what? Do you mean to say that the
Government of India has come down? I
suggest to the hon. Member that I think
he has wasted far more midnight oil on
this kind of thing than he does on many
other good causes which he sponsors.

SHRI BHUPESH GUPTA: That is not
the point at all. I am not concerned with
that.

SHRI T. T. KRISHNAMACHARI: The
point as I put it is, I have listened to the
hon. Member for thirty-five minutes, and
he will listen to me for fifteen minutes.
The point is, it is a matter of
administrative convenience which is
decided by the Government of the day. If
anybody says that a particular Secretary
should be there, we are not going to keep
him. I know what hon. Members have
been saying, there have been articles in
the papers, there has been lobbying done
by one particular Secretary because he
has not had a job, and he has been there
for eight years.

SHRI BHUPESH GUPTA: Sir, I object
to this things. He cannot say this.

SHRI T. T. KRISHNAMACHARI: The
hon. Member may object or not, but
sometimes we have tosay . . .

SHRI BHUPESH GUPTA: No, you
cannot say that. Why are you changing?
You sit down.

SHRI T. T. KRISHNAMACHARI: I
do not propose to sit down.

SHRI BHUPESH GUPTA: I did not
mention it.

THE VICE-CHAIRMAN
AKBAR ALIKHAN):  The
Minister is not yielding.

SHrRI BHUPESH GUPTA: He should

interpret it rightly. I am not concerned
with the Secretary.

(SHRI
Finance
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SHRI BHUPESH GUPTA: Sir, on a point of
order. Is it the right of the Minister to put
something in the mouth of a person and then
start speaking? Please look up the pro-
ceedings. I said that it is a separate entity. It
should not be diminished even under the
Ministry of Finance. I do not think I uttered
"Secretary" in the course of the discussion at
all today. Now the hon. Minister said that I am
speaking for the Secretary. You take it from
me that I am not concerned with your
Secretaries. If you think that is good, explain
it to the House.

SHRI T. T. KRTSHNAMACHARI: In any
case it was a matter mentioned again by Mr.
Santhanam. I think the Board is not a statutory
Board. I may make it very clear. It

f[ ] Hindi trans'iteration.
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is an organisation, administrative organisation
that will be used oy government to administer
the provisions of the Companies Act. The
man wno will be ultimately responsible for
the good working of the Board is me
Secretary in-chargs, the Secretary of the
Revenue Department. Therefore, I do not
think there is anything more for me to say.

SHRI A. D. MANI: I shculd like to isK the
Minister this. When he says that it w.ll not
have a statutory status, the Company Law
Administra-tion, will its reports be available
to both the Houses of Parliament? Ai'tsr all if
a Board functions, we have gat , right to know
what advice it has tendered to Government
from time to time, the Company Law
\dministration Board. Will its reports be
available to both the Hcuse, of Parliament?

SHRI T. T. KRISFNAMACHARI: It is an a
dminis native body. I s reports are
confidential. It cannot be given to anybody.

SHrt BHUPESH GUr-TA: I should ike to
know wnether u.ider the' new arrangement all
the fun.t ons that a e assigned now to he
Compai.- L >.w Administration will also be
discharged. That is number Oils Second y, I
want to know whether we are going to have
regular repo ts, annual reports, on the subject
whuh we can discuss in this House.

THE VICE-CHAIRMAN (SHRI AKB R ALI
KHW) : He ha? n wered nbout the second. We
wouM like to have answer about the firs;.

SHrRI T. T. KRISHNAMACHARI: The
Board is just Ike the Ceifal Board of
Revenue. It does not furnish any report to
Government excepting its administration
report, and here is nothing more that wil'-be
done.

SHrRI BHUPESH GUPTA: Itmis a
matter. Certain right' of the House have
been taken away.
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THE VICE-CHAIRMAN (SHRI AKBAR ALI
KHAN) : That is a different matter.

SHrRI BHUPESH GUPTA: You will kindly
understand that this is the point that we raised
here and Mr. Krish-namachari should not
have brought in other things. All that we say
is that certain things existed that worked to
the detriment of control by the pubhc. That is
all that we said. Now he has told us that it will
be a secret department of the Government.
We shall not come into the picture.

SHRI M. P. BHARGAVA: Sir, before you
put the amendment of Mr. Patel to vote, |
would iike to request Mr. Patel that in view of
the assurances given by the Minister and this
is the House of elders, we should keep in
view the motto. "To err is human and to
forgive is divine"—I would request him not to
press bis amendment.

SHrl BHUPESH GUPTA: Mr. Vice-
Chairman, I would also like to make a
rtequest. Despi”®- the provocation the hon.
Finance Minister has given to me, I take bus
assurance with regard to the Select
Committee seriously, and I think, that the
amendment should be withdrawn. Even if he
presses it, I should like the report to be made
tomorrow or the day after, because I would
like this Bill to be passed this very session
and I would not !'ke to oblige the big business
by deferring it till the next session. Therefore,
you see, Mr. Krishnama-chari, I agree with
you.

SHRI DAHYABHAI V. PATEL: Mr. Vice-
Chairman, since that is the mood of the
House, 1 would not stand in the way. I am
particularly glad to see that on the other side
there are people who are willing to admit that
to err is human, and peop'e sitting on the other
benches are also human-beings. So, I beg
leave to withdraw my amendment.

*The
withdrawn.

amendment  was, by leave,

*For text of amendment, vide col. 4217
supra).

[ RAJYA SABHA ]
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THE VICE-CHAIRMAN (SHRI AKBAR ALI
KHAN); The question is:

"That the Bill further to amend the
Companies Act, 1955 as passed by the Lok
Sabha, be taken into consideration."

The motion was adopted.

THE VICE-CHAIRMAN (SHRI AKBAR ALI
KHAN) : We shall now take up the clause by
clause consideration of the Bill.

Clause 2 was added to the Bill.

Clause 3—Insertion of new
section 10 in Part £

sections after

SHRI V. M. CHORDIA; Sir, I move:

1. "That at page 3, line 36, for the words
'on the Tribunal* the words 'a member of
the Tribunal' be substituted."

2. "That at page 6, line 2, the words
'‘communication to the appellant of be
deleted."

Surt DAHYABHAI V. PATEL; Sir, I
move:

9. "That at page 5,
word 'only' be deleted."

line 28 the

10. "That at page 5, line 31, for the
words 'out of any finding' the words 'out of
any decision, finding or order* be
substituted."

11. "That at page 5, line 32, after the
word and figure 'section 388D' the words
‘and on any other question with the leave of
the High Court' be inserted."

The questions were proposed.

st famergRTe  weATEnTe . S
fem - &3 91 weAT Fova faar & A7
AT TAAT F Y, B AATATHT AT, S
& i & 0 W2 e &, 7 I & feur
& 72 WIS 1 &% wm, gee
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"Every such appeal shall be filed within
a period of sixty days from the date of
communication to the appellant of the
decision, finding or order of the Tribunal"
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SHRI T. T. KRISHNAMACHARI: The first
amendment is a pure verbal amendment. So
far as Mr. Patel's amendment goes, I am afra
d it is a matter which makes a serious altera-
tion- Therefore I would not like to accept it. |
thought that the second amendment of Mr.
Chordia really referred to a different clause
altogether because his second amendment
goes into another page, page 6.

5P.M.

THE VICE-CHAIRMAN (SHRI AKBAR ALI
KHAN) : Mr. Chordia, would you like to
withdraw your amendments?

SHRI V. M. CHORDIA: I do not mind. I
beg leave to withdraw them.

* Amendment Nos. 1 and 2 were, by leave,
withdrawn.

THE VICE-CHAIRMAN (SHRI AKBAR ALI
KHAN): Mr. Patel, would you like to say
something?

SHrRI DAHYABHAI V. PATEL: Mr. Vice-
Chairman, I would say that since it is
admitted from the other side that to err is
human, it follows consequentially, as a
corollary, that the right of appeal should be
givsn. If an error is made the right of appeal
should be there. I do not see why I should
withdraw my amendment.

THE VICE-CHAIRMAN (SHRI AKBAR ALI
KHAN) : The question is:

#For texts of amendments, vide col. 4338
supra.
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9. "That at page S5,
word 'only' be deleted."

The motion was negatived.

THE VICE-CHAIRMAN (SHRI AKBAR ALI
KHAN) : The question is:

10. "That at page 5, line 31, for
the words 'out of any finding' the
words 'out of any decision, finding
or order' be substituted."

The motion was negatived.

THE VICE-CHAIRMAN (SHRI AKBAR ALI
KHAN) : The question is:

11. "That at page 5, line 32, after the word
and figure 'section 388D’ the words' and on
any other question with the leave of the
High Court' be inserted.

The motion teas negatived.

THE VICE-CHAIRMAN (SHRI AKBAR ALI
KHAN); The question is:

"That clause 3 stand part of the Bill."

The motion was adopted.

Clause 3 was added to the Bill.

Clause 4—Insertion of new Part 14 after
Part1

SHrl BHUPESH GUPTA: Sir, I want to
speak on clause 4.

THE VICE-CHAIRMAN (SHRI AKBAR ALI
KHAN): There are no amendments.

Suri BHUPESH GUPTA: It does not
matter. I want to speak on clause 4 which
brings in the Board.

SHRI T. T. KRISHNAMACHARI: The
hon. Member wanted to know if there woud
be a Report under section 638 of the
Companies Act. There will b, a Report on the
working and the administration of the
Companies Act
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[Shri T. T. Krishnamachari.] and that will
be placed before the House. It was coming
beiore the House and that w-11 come
before it again.

Companies

SHrI BHUPESH GUPTA: Thank you very
mu-h. To err is human, Eigain. But one good
thing about Shri Krishnamachari is that he cor-
rects himself much more quickly than . others.

THE VICE-CHAIRMAN (SHRI AKBAR ALI
KHAN) : So, you can also learn something.

SHrRI BHUPESH GUPTA: Why should I
learn? I have not committed any error in this.
But here, Sir, I have go 1. up to speak partly
under a provocation which 1 least expected
from the hon. Finance Minister, because you
will remember, Sir, that our objection to this
th.ng was on the ground that we were under
the impression—and still we are under the
impress on—that probably the functions that
are discharged by the Company Law
Administration, irrespective of the Ministry
under which it' may be placed, will be
abridged. That was our apprehension. In the
course of the debate in this House and in the
other House on the Report of the Working of
the Company Law we had pointed out time
and again that we wanted to arm the
Government with much more effective
powers—and this administration—so that it
could deal with the malpractices of the various
companies. Here it was a question— and it is a
question of prnciple for us, and I can assure
you that we, Members of the Communist
Party, are not liab'e to be easily lobbied,
certainly by anv Minister or any Secretary. I
can tell vou that much. And I mentioned in the
course the speech that even <f it were +0 be
transferred to the Ministry- of Finance, we
should like its power to be strengthened, no
matter who tho Secretary is or whoever may
bo put in-charge; we are not concerned for a
moment with that proposition at all. Therefore,
it is most unfortunate that Shri Krishnamachari

[ RAJYA SABHA ]
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brought in the question of the Secretary. I
think he has done not much damage to me,
because I am known to some extent in the
country, that we are not liable to this kind of
pressure. But certainly he is not being fair it
seems, to h ¢ own Secretary. Wall, it is for
him and the Secretary to decide. If the
Secretary lobbies, then take him to task but
for that we should not be accused.

Mr. Vice-Chairman, I am very glad that
Shri Krishnamachari has now said that the
Report will be placed before us and that we
shall continue to discuss it as before. But that
comes from the Companies Act itself.

Here again, 1 should like to make a
suggestion with regard to this Board. Please
note that I am not suggesting any individual, I
do not have in mind
any individual at all because it is ,> ou
the Government—who will be picking up
persons. It should be a very strong institution.
The personnel of this Board should be people
who have noth ng to do with big business. The
personnel of this Board—whether it is under
the Ministry or it is a separate Board or
whatever it is—should be such as they are
absolutely above board. They should be
entrusted with the task by the hon. Minis er of
'coking much more effectively into the affairs
of the big business concerns. I expressed my
dissatisfaction here about the manner in which
the Company Law Administration functioned
n so far as it did not detect many of the
malpractices. I quoted from the reports to
show it. Therefore, you know our position in
this mitter. Whoever comes to occupy su h a
tosition should be invested with effective
powers to deal with the corrup’ b'g business in
the countrv, and the Mi-stry should not
grudge powers be'n? given to such peonle. 1
think it w>"H be a good thing if it were really
to be a s°rjarate ent'tv wi*h fu'! rower" as if it
were an autonomous body mav-be. subiect to
the superintendence and fontrol of the
Ministry, because sometimes we find that
various extraneous
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influences come in the way of the functioning
of such Boards or the Company Law
Administration. For example, political
influence and other things should not be
allowed to come, in, lobbying and so on. I can
tell the hon. Finance Minister that permits are
given not by the Opposition but by the
Government! And you know how sometimes
these things can be got. Capital issues are
given not by the Opposition but by the
Government and you know how sometimes
these things are wangled. Therefore, Mr.
Vice-Chairman, since the arrangement is
being made, I would like to have the clearest
assurance from the hon. Minister that this
body will have at least the same functions and
the authority as the Company Law
Administration and it will be bettter if you tell
us today that you would go into this question
and give it much more powers than the
present Company Law Administration is
enjoying.

Companies

As far as the personnel is concerned, well,
all I say is, choose anybody you like but do
not choose anybody who has got any
connection with big business directly or
indirectly. That is the only condition that I
wish to lay down here, and I hope that Shri
Krishna-machari will accept that suggestion
while choosing the personnel and the head of
this Board; well, T do not call it a
Department. This is all I have to say with
regard to this matter.

SHRI T. T. KRISHNAMACHARI: I can
assure the hon. Member and the House that
this Board will be a well-knit, strong,
efficient administrative unit. And it is my
intention, if it is possible, subject to
availability to have also a judicial membe- in
it, so that there can be a judicial bias while
dea'ing with the matter. We are also thinking
in terms of certain other anc’llaries which will
be helpful for this and other bodies we have
in the Revenue Department.

I can assure him that the question of
interfering with its normal work is
something which is not possible
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because every Ministry is so heavily
overloaded that it has necessarily to leave
these bodies to do their work, and I can
assure him that this Company Law Board will
be a strong administrative unit.

THE VICE-CHAIRMAN (SHRI AKBAR ALI
KHAN) :  The question is:

"That clause 4 stand part of the Bill."
The motion was adopted.

Clause 4 was added to the Bill.
Clause 5—Amendment of section 81

SHRIK. V. RAGHUNATHA REDDY
(Andhra Pradesh): Sir, I move:

3. "That at page 7, lines 22-23, for the
word 'Government' the words 'Central
Government or the State Government or
any corporation set up by the Central or
State Government, as the case may be,' be
inserted."

4. "That at page 7, line 26 after the
words 'Central Government' the words "or
the State Government or any corporation
set up by the Central or State Government,
as tne case may be," be inserted."

5. "That at page 8, line 8, after the
words 'Central Government* the words 'or
any corporation set up by the Central
Government' be inserted."

6. "That at page 8, after line 11, the
following be inserted, namely: —

'(6A) A copy of every order proposed
to be issued by the State Government or
any corporation set up by the State
Government under sub-section (4) shall
be laid in draft before each House of
Legislature while it is in session for a
total period of thirty days which may be
comprised in one session or in two or
more successive sessions.""

The questions toere proposed.



4345 Companies

SHRI K. Tr. RAGHUNATHA REDDY:
Sir in regard to clause 5 (b), it has been
said by Shri Santhanam that the word
'Government' used in this clause would
cover also the State Governments. It
would be my humble submission that the
word 'Government' in clause 4 is used in
the subordinate clause and not in the
principal clause. If once the word is used
in the subordinate clause, the meaning
that has to be given to the word in the
principal clause must be given to the
word used in the subordinate clause must
be given to the word used in the
subordinate clause also, Here, as it is, the
clause reads:

"Notwithstanding anything contained
in th, foregoing provisions of this
section where any debentures have
been issued to, or loans have been
obtained from, the Government by a
company, whether such debentures
have been issued or loans have been
obtained before or after the
commencement of the Companies
(Amendment)* Act, 1963,"...

Ibat is tbtr subordinate clause.

".... the Central Government may, if
in its opinion it is necessary in the
public interest so to do, by order,
direct" etc.

That is the principal clause. When that is
the case, notwithstanding the provisions
of  the General Clauses Act,
notwithstanding the definitions given
about 'Government' in the constitution of
the Board, I do not think, Sir, that this
word 'Government' can be interpreted to
mean the State Governments. Next Sir,
the clause contemplates loans given or to
be given only by the Government, not by
other financial corporations. If the Central
Government has given certain loans,
those loans alone can be converted if, in
the opinion of the Parliament, or the
Government, it is considered expedient in
the public interest to convert the loans
into shares. But as a matter of practice,
Sir, the loans that are given directly by
the Government are very few.
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On the contrary, by the various financial
institutions, like the Industrial Finance
Corporation, the Refinance Corporation,
and other developmental corporations
like the Shipbuilding Developmental
Corporation; huge loang have been given
to the various private organisations. To
give one instance, the total amount of
loans sanctioned by the Indian Finance
Corporation, during the last thirteen years
of its existence, up to 1-7-1961, was Rs.
105.82 crores. I can quite understand the
argument advanced by the hon. Finance
Minister that the purpose of this clause is
only limited, and as the purpose is
limited, it is not necessary to extend the
scope of this clause at once. But, Sir
though the Finance Minister had given
the example that, good is not the enemy
of better, when we have to deal with an
evil the evil cannot be dealt with by
homoeopathic medicines in homeopathic
doses. When we want to deal with that
evil we must have an adequate measure
of provisions of law as we have to treat a
disease. That is a major disease and mere
homoeopathic medicines will not cure a
major disease, like cancer or tuberculosis.
You will have to treat it with the proper
type of medicines in sufficient quantities.
And if that is the object, Sir, then this
provision, in spite of all its revolutionary
language, in spite of the fact that it has
got a killing tongue, it has got only a
quiet sword, and that sword is ineffective.

Then the next object, to my mind, is
that the loans liven are not merely limited
to the Central Government's and also the
loans" given by the organisations of the
Central Government, like the Finance
Corporation, but the loans are also given
by the various State Governments and the
various financial institutions started by
the State Governments. If, in the wisdom
of the State Government, if the State
Government is of the opinion—as the
Central Government is feeling now—if
they want, in certain cases, to convert th,
loans given by them into shares, they
must have the freedom of power
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to act, and I have qualified this freedom
of power to act as it is qualified in this
very clause, namely, that any order or
any suggestion to be made by the State
Governments should be placed before
their respective State Assemblies and the
State Governments should obtain the
consent of the State Assemblies on the
question, whether the proposed order
would be in public interest or not. And if
that is the intention, Sir, [ do not see any
reason why the State Governments
should not enjoy the same benefit or the
same privilege as the Central Gov-
ernment enjoys in respect of the loans
given by them.

Companies

I share the apprehension expressed by
Shri Santhanam that this clause is a
double-edged weapon. It may prove to be
a good weapon for the purpose oi
renovating the unfortunate structure in
which certain industries or private
companies are, and also, if the men who
are put in charge of this are not efficient,
if they do not realise the responsibility or
the social purpose involved in thig
matter, the mere fact that the loans are
converted into shares does not solve any
problem at all. If we do not have
sufficient control over the industries in
which loans are converted into shares,
there can be manipulation of balance-
sheets and always a company can go to
court for the purpose of reduction of
share value, and the very purpose for
which you are converting these loans into
shares may be lost. This is one factor
regarding which these people vho are in-
charge of the administration will have to
be careful and vigilant about.

So, Sir. for these reasons, to put he
State Governments also on an equal
footing in relation to th, Central Gov-
ernment, in relation to the loans given by
them, and also to include the various
Financial Corporations, whether under
the auspices of the State Governments or

under the auspices of the Central
Government, 1 consider that these
amendments are necessary.  If the hon.

Finance Minis-
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ter thinks that "Central Government"
would include State Governments also,
even then there is no harm in accepting
this amendment by way of

clarification.

SHRI BHUPESH GUPTA: I want to
speak on this. Here I would invite your
attention to sub-clause (b) of clause 5.
Now, I raised that point m the course of
the general discussion, but the hon.
Minister perhaps forgot to answer it.
Again, to err is human. Now here, in the
original Bill, whicn I have got before me
as introduced by the Government in the
other House, it read as follows:

"... the Central Government *may, by
order, direct that such debentures or
loans or any part thereof shall be
converted into shares in the company
on such terms and conditions as appear
to the Government to be reasonable in
the circumstances of the case . ."

Now, this is how the original Bill
provision was worded. Then, in the
Select Committee, changes were made,
and finally it has come to us in this form,
and I should like to know from the hon.
Minister as to what exactly is the
difference, and what he has in mind in
altering the wording of this particular
thing. It says now, in the Bill as passed
by the Lok Sabha:

"... the Central Government may, if
in its opinion it is necessary in the
public interest so to do, by order, direct
that such debentures or loans..."

etc. etc , Now here it is quite clear to see
that the Government is abridging its
powers as contemplated originally in the
Bill that was introduced in the other
House. Here, when they introduced the
words 'public interest', I should like to
know whether in the other Bill, the origi-
nal Bill, it was intended by the
Government that they would act
otherwise than in 'public interest. We
assume, when the Government acts,
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we assume, at least the Government assume
that they act in 'public interest'. Therefore,
why these terms have been introduced here
except it be for reducing the powers of the
Government? If I had a chance, I would have
give, an amendment for the deletion of this
'public interest' business and kept it as it was
in the original Bill, as it was introduced. This
point should be clarified, because it is very
subtle, at the same time, it seems to be
meaningful also, which is why the
Government has thought fit to make this
change. The significance and the connotation
of this change should be explained to this
House.

And secondly, in this connection, we raised
a point about conversion of Government loans
into equity shares. The hon. Finance Minister
should tell us now—as the Finance Minister—
as to why the loans that are due from the Tata
Iron and Steel Company and the Indian Iron
and Steel Company are not being recovered.
And what Is the plan of the Government with
regard to these loans? The loans were given in
1954, as 1 said, without any maturity date.
Then it was decided that from 1958 onwards
they should be starting paying interest. Then
Mr. Subramaniam said here, only during the
last Session, or the Session before, that up to
that time, the time when he was answering the
question, not even interest had been paid,
although it seems there was some talk or
agreement that interest at least should be paid.
Where do we stand with regard to thesf
particular two loans? Now, this is agitating the
minds of the country, of the workers, of the
employees and the public. These two
companies are not companies which are not
making profits. They are making enormous
profits. They are in a financial position to pay
the whole amount or to allow th, Government
to turn these loans into equity share. I should,
therefore, impress upon the Government that
they should fixa definite date, soon-
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er the better. Shall we say, within three
months or so the loans should be recovered
from them or, otherwise, compulsorily the
Government should operate under* this Act in
order to convert this loan into equity shares of
the order of Rs. 20 crores and so on. Now,
here please do not tell me that I am having a
longterm view. I am having a very short-term
view of this matter and it is necessary for the
Government to do so because the companies
default in payment or find one excuse or ano-
ther to avoid their own responsibility. I think
it is good also from the point of view of the
Government now having invested so much
money, to have some say in the equity capital
by participating in these two important vital
concerns of this country.

Sir, we feel that these two companies are
being unduly favoured by the Government of
India. That is what we feel, and an impression
has gained ground that they are being
favoured. As you know, in the case of other
small loans, to collect it from small
businessmen and people, they are taking the
matter to courts, getting summons issued and
so on. We know how other loan)s are being
collected. But why are these two loans not
being recovered by the Government when
they are in a position to pay, when so much
time has passed? The Government should give
a proper explanation to the country so that the
country may judge whether the Government's
position is right or wrong. In our view, Sir, the
Government's position is absolutely wrong in
regard to these two particular loans and they
smack of certain malpractices in some way.

Therefore, we should like the hon. Finance
Minister to clarify the position and tell us
when the public exchequer is going to get
back the money which was given in 1954
under an agreement, and which has been fully
taken advantage of by the private sector, these
two big tycoons in the steel industry to make
enormous profits.
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SHri T. T. KRISHNAMACHARI: In
regard to Mr. Raghunatha Reoldy's
amendment, Sir, the Government do not
contemplate to extend the scope of this
particular clause to loans given by the
Government to corporations. So far as the
position of the State Governments is
concerned, I have indicated that there is a
definition clause in the General Clauses Act.
Government means also the  State
Government. If a State Government has given
a loan of this nature and they want to take
action, they have to tell the Central
Government and we have to place it before
Parliament before we accord sanction.

So far as what Mr. Bhupesh Gupta has said,
he has said it before. It is not something new.
He wants to know why the words "in the
public interest" were put. I think it is good for
the Government to act on its own and not on
the whims end fancies of a particular
Minister. There must be justification for every
act that the Government does, and there is
always justification in "public interest"'. After
all; everybody in this country has to have
some afeguard against any arbitrary action,
and in putting that check on the Government,
I think, Sir, I have followed only the best
democratic principles.

SHrR1 BHUPESH GUPTA: What about the
two loans?

SHRI T. T. KRISHNAMACHARI: I think
that question may be addressed to the hon,
Minister of Steel.

SHRI K. V. RAGHUNATHA REDDY: Sir,
before you put this amendment to vote, |
would only like to clarify one matter. The
words used in the clause are, "If the Central
Government is of the opinion" .

SHRI T. T. KRISHNAMACHARI: There is
no point in clarifying, I do not agree mA.with
your interpretation;. Sir, he cannot make a
second speech.

THE VICE-CHAIRMAN (SHRI AKBAR ALI
KHAN): He does not agree with your
interpretation. If you want, I will give you a
minute or two.
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SHRI K. V. RAGHUNATHA REDY: I am
only clarifying the position,

SHRIT. T. KRISHNAMACHARI: There is
no point in clarification.

THE VICE-CHAIRMAN: (SHRI
AKBAR ALIKHAN): That you have done.

SHRI K. V. RAGHUNATHA REDDY But
by no stretch of imagination the word can be
interpreted to mean as "State Government".

SHRI T. T. KRISHNAMACHARI: Sir, the
word "government" is defined in the General
Clauses Act, sub-clause 23 of section 3. That
definition will hold good wherever the word
comes. There is no point in my friend's clari-
fication. Ifthat is so, let it be so.

SHRI BHUPESH GUPTA: The hon.
Minister has not still answered my point
about the two loans to the Tata Iron and Steel
Co. and Indian Steel Co. I take it that it is a
bad case which he cannot defend here.

THE VICE-CHAIRMAN (SHRI AKBAR ALI
KHAN): You have repeated it many times. Mr.
Raghunatha Reddy, would you like to press
your amendment?

SHrR1 K. V. RAGHUNATHA REDDY:
Yes, Sir.

THE VICE-CHAIRMAN
AKBAR ALIKHAN): The question
is:

(SHRI

3. "That at page 7, lines 22-23, for the
word 'Government 'the words 'Central
Government or tlw State Government or
any corpora tion setup by the Central or
State Government, as the case may be,
inserted."

The motion was negatived.

THE VICE-CHAIRMAN (SHRI AKBAR ALI
KHAN) : * Amendment Nos. 4, 5 and 6 are
consequential. They get barred.

*For text of amendments, vide col. 4344
supra.
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The question is:

"That clause 5 stand part of the
Bill."

The motion was adopted. Clause 5 was
added to the Bill. Clauses 6 and 7 were
added to the Bill.

Clause 8—Insertion of new section
after section 187A in respect.

SHRIV. M. CHORDIA: Sir, I move:

7."That at page 10, line 10, after the
words "have been' the words 'so
entitled' be inserted."

SHRI DAHYABHAI V. PATEL.: Sir, I
move:

12. "That at pages 9 and 10, for the
existing clause 8, the following be
substituted, namely: —

'8. After section 187A of the
principal Act, the following section
shall be inserted, namely: —

'187B. (1) The Central Gov-
ernment may, by notification in
the Official Gazette, appoint a
person as public trustee to exercise
the rights and powers conferred on
him by this section.

(2) Notwithstanding anything
contained in this Act or any other
law or any contract, memorandum
or articles, where any shares in, or
debentures of, a company are held
in trust by any person (hereinafter
referred to as the trustee), the Cen-
tral Government may subject to
the provisions hereinafter
contained, direct the public trustee
to exercise at any meeting of the
company or at any meeting of any
class of members of the company
or at any meeting of the debenture
holders of the company, as the
case may be, the same 'rights and
powers (including the right to vote
by proxy) asthe trustee
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would exercise as a member or
debenture holder at such meeting
and thereupon the public trustee
shall, and the trustee shall not,
exercise any such rights and
powers as aforesaid:

Provided that—

(a) the power under this sub-
section shall not be exercised
except in a case where the Central
Government is satisfied that the
trustee has in breach of his duties
as a trustee exercised his voting
right for the advancement of the
personal interest of himself or of
the settler or to the detriment of
the interests of the trust;

(b) this power shall be exer-
cised only after the trustee has
been given an opportunity of
showing cause against the action
proposed or to be taken; and

(c) any trustee against whom
this power has been exercised
shall have the right of appeal to
the High Court having jurisdiction
in relation to the place at which
the registered office of the
company concerned is situated.' "

The questions were proposed.

"Provided that where the trustee is
appointed by the public trustee as his
proxy, the trustee shall be entitled,

At famewaTe  AeATATAWAT @t
frmr . sywaens wEEE, W7 TE4
frarg sz aw ¥
notwithstanding anything contained in
any other provisions of this Act, to
exerctee such rights and powers in the

same manner as he would have been
but for the provisions of this section."

as he would have been"
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SHRI DAHYABHAI V. PATEL.: Sir, I have
already given my reasons for it. I have
nothing to add.

SHRI T. T. KRISHNAMACHARI: So far as
this amendment is concerned, this is a drafting
amendment. I think the words "so entitled"
need not be there. By the words, "as he would
have been" the idea is carried out; an
amplification is not necessary.

So far as Mr. Dahyabhai Patel's amendment
is concerned, it is fundamental. It changes
drastically the shape of the particular clause. I
regret, Sir, [ am unable to agree.

THE VICE-CHAIRMAN (SHRI AKBAR ALI
KHAN): In view of the Finance Minister's
clarification do you still press it?

SHRI V. M. CHORDIA: Yes, Sir.

SHRI DAHYABHAI V. PATEL: 1 -also
press it.

THE VICE-CHAIRMAN (SHRI AKBAR ALI
KHAN) :  The question is:

7. "That at page 10, line 10, after the
words 'have been' the words 'so entitled' be
inserted."

The motion was negatived.

THE VICE-CHAIRMAN (SHRI AKBAR ALI
KHAN) : The question is:
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12. "That at pages 9 and 10, for the
existing clause 8, the following be
substituted, namely: —

'8.  After section 187A, of the
principal Act, the folowing section shall
be inserted, namely: —

'187B. (1) The Central Government
may, by notification in the official
Gazette, appoint a person as public
trustee to exercise the rights and
powers conferred on him by this sec-
tion.

2) Notwithstanding anything
contained in this Act or any other law
or any contract, memorandum or
articles, where any shares in, or
debentures of, a company are held in
trust by any person thereinafter refer-
red to as the trustee), the Central
Government may subject to the
provisions  hereinafter  contained,
direct the public trustee to exercise at
any meeting of the company or at any
meeting of any class of members of
the company or at any meeting of the
debenture holders of the company, as
the case may be, the same rights and
powers (including the right to vote by
proxy) as the trustee would exercise as
a member or debenture holder at such
meeting and thereupon the public
trustee shall, and the trustee shall not,
exercise any such rights and powers as
aforesaid:

Provided that—

(a) the power under this subsection
shall not be exercised except in a case
where the Central Government is
satisfied that the trustee has in breach
of his duties as a trustee exercised his
voting right for the advancement of
the personal interest of himself or of
the settler or to the detriment of the
interests of the trust;
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[The Vice-Chairman]

(b) this power shall be exercised
only after the trustee has been given an
opportunity of showing cause against
the action proposed or to be taken; and

(c) any trustee against whom this
power has been exercised shall have
the right of appeal to the High Court
having jurisdiction in relation to the
place at which the registered office of
the company concerned is situated,"

The motion was negatived.
THE VICE-CHAIRMAN (SHRI AKBAR ALI
KHAN) : The question is:
"That clause 8 stand part of the Bill."
The motion was adopted.

Clause 8 was added to the Bill.

Clause 9—Insertion of new  Chapter and
sections in Part VI

SHRI V. M. CHORDIA; Sir, I move:

8."That at page 13, line 16, after the
word 'Tribunal' 'the words 'for reasons to be
recorded in writing and notified in the Official
Gazette,' be inserted."

SHrI DAHYABHAI V. PATEL: Sir, I
move:

13."That at page 11, lines 1-2, for the
words 'Where in the opinion of the Central
Government there are circumstances
suggesting' the words 'Where it is the
opinion of the Central Government' be
substituted."

14. "That at page 11, line 6, the words
'negligence or' be deleted."

15. "That at page 11, lines 8 to 16 be
deleted."

16. "That at pages 12 and 13, lines 36 to
41 and 1 to 3, respectively, be deleted."

The questions were proposed.

ot fammwar swATATEY @Y
fear . smarae wiEw, w W@
AT faarm &7 i 305 € T 2
o7 w98 ot afawiri &1 fAwes
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"The person against whom an order of
removal from office is made under this
section shall not hold the office of a
director or any other office connected with
the conduct and management of the affairs
of any company during a period of five
years from the date of the order of
removal:"

AT T W A% I T 97§ 7w
awa & afew e gadf oifasr erer 7%
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"Provided that the Central Government
may, with the previous concurrence of the
Tribunal, permit such person to hold any
such office before the expiry of the said
period of five years."
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' Sar’ DAHYABHAY V. PATEL: Sir,
1 feel that to’cntrdst £H&' “judgment
of how the business should be con-
ducted with the 8fficinls ‘whether they
have experience of business “br-mot is
not quite, fair., There ahuuld be g pro-
per form in which this should be done.
The powers. given, I [eol, arg too arbi-
trary, 1 am entirely in a
" “Shfi ‘Chordis and’the
the past does not indicate that' the
v powers that will be usad by the-Gov-
ernment will give eyvecything desired.
We had the Mundhra deal and we ha
, the -raverse -Mundhra - deal -also,~ W
" had discussed it in the House before
and, therefore, I feel that these powers
are toe mrbitrany; that the Gayernmant
should decide who should be the ma-
- agerial' personnel;-how towechanfe it,
when to change it, etc,” ~Tibris -t

Companies

] eane

arbitrary and no business will be able |

: 7t funmetion” ' nbrmdlly The X GoVern-

n-mentls fulétion shoald"be to'keep' the |

business straight but. t&fgd do Tar ‘as
to interfere with the day-to-day
affairs, and to—-change the
gerial personnel, [ think, is going too
’ far .and. whom.is . the- Geverament
ing to put? Jgok gt the cxperience
A of the St@.}v}: undert lﬁ[}&scmmt is the

h'lterest' ‘that the Government is gel-
from the State undejtakings? Are
- the

favoyrites.of the _ Gevernment

ne it on, undentakings which the
Govepnnen dq apt, like o3 .perbars
whom the Government disapproved?

I have no ot}u;ctron tp the Govern-
¥ fent’t apﬁ np,le who
""4;"'!!'!11:gcl pr e n mi ap-
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| pjopriate money, Let me make my-
! self plear and 1 lglnk there is sufficieny
pover in the bompanieu Act, as it
exists to-day, to take it. These are
too drashc powers. Why not say that
,yoy wap'l. to. take over all business?

. RHUPESH GUPTA: Sir, I op-
| Pposg his ampendment and 1 would like
| the [Gqvernment to create such autho-
. ritieg -with much greater power than
Je has actually given, Here I would
. like,to make constructive suggestions.
These are as follows. First of all, all
| these pecple who have been named
- in the Vivian Bose Report—the ten
pergons—should- not be allowed to sit
on. apy Bpard of Direetors.

" Tre 'VICE-CHAIRMAN (SHrr AxBar
AL “KHaN:’ Do you think that it is
relevant at this stage?

M Shrr BHUPESH GUPTA: It is rele-
vant bzcauss he hag sail what kind
of peaple-should be there

The VICE-CHAIRKCAN (SHm AKBAR

LA} Kpan): The Gowernment is  not
accepting it. . R

2ty

. - Sy BHUPESH GUPTA: How do
vl know? He has not spoken yet.

o Surl T, . T. KRISHNAMACHARI:
I beg of the hon. Member to let this
be pab»ad I know his views, Let us
pass this Bill. "I‘here is no point in
i “gbing into the past. ' I request théhon.
Member,.let us ﬁ:};sh this thing. There
| is no point in going intp somethlng
,- extranegus, . .

Tuz VICE-CHAIRMAN (SHRI AKBan
~ ALy mum) He knows about me
BOSe and all that.

- -S| BHUPESH:GGBTA AII tbat I
say is, there should be a rule by which
the officer should go and the rules
should be that any person against
. whom there i3 suspicion shpuld not be
allowed o sit. on a Beard of Direglers
and if they happen to he managerial
* personne], thér should be removed by
the’ Gdvernment. Thiy is-all "that 1
with to}gll«,h,}rg.‘ oo

"
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SHRI T. T. KRISHNAMACHARI: In regard
to what the hon. Member, Shri Chordia said,
we have already provided that if there is going
to be any remission, it can only b, with the
concurrence of the Tribunal and the
Government must state its case in writing to
the Tribunal why it wants a revision, and this
question of putting in the Official Gazette is
needless in a matter like this. So far as the
series of amendments of Mr. Patel are con-
cerned, they follow the pattern of bringing
down the powers, practically making it or
nullifying it. Therefore, I am not able to accept
the amendments. We are following a path in-
between Mr. Gupta and Mr. Patel and as
always people who walk in-between, we are
apt to fall now and again. It may be that we
might err but I hope we will reach the goal
ultimately. I am unable to accept the
amendments.

SHRI BHUPESH GUPTA:
Mr. Gupta, it is safer.

THE VICE-CHAIRMAN (SHRI AKBAR ALI
KHAN) : The question is:

Lean towards

8. "That at page 13, line 16, after the
word "Tribunal,' the words 'for reasons to
be recorded in writing and notified in thp
Official Gazette,' be Inserted."

The motion ioas negatived.
THM VICE-CHAIRMAN (SHRI AKBAR

ALIKHAN): The question is:

13. "That at page 11, lines 1-2, for the
words "Where in the opinion of the Central
Government there are mcircumstances
suggesting' the words 'Where it is the
opinion of the Central Government, 'be
substituted."

The motion was negatived.

THE VICE-CHAIRMAN (SHRI AKBAR ALI
KHAN): The question i«:

14, "That at page 11, line 6, the wordi

"negligence or* be deleted."

"The motion was negatived.
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THE VICE-CHAIRMAN (SHRI AKBAR ALI
KHAN): The question is-
15. "That at page 11, lines 8 to 1« be
deleted."

The motion was negatived.

THE VICE-CHAIRMAN (SHRI AKBAR ALI
KHAN) : The question is:

16. "That at pages 12 and 13, line* 36 to
41 and 1 to 3, respectively, be deleted."

The motion was negatived.

THE VICE-CHAIRMAN (SHRI AKBAR ALI
KHAN) : The question is:
"That of the
Bill."

clause 9 stand part

1

The motion was adopted.
Clause 9 was added to the Bill.

Clauses 10 to 14 were added to the
Bill. 1

Clause 1, the Enacting Formula and the
Title were added to the Bill.

Surt T. T. KRISHNAMACHARI: Sir, I
move:

"That the Bill be passed."

The question u>as put and the motion was
adopted.

THE VICE-CHAIRMAN (SHRI AKBAR ALI
KHAN) : There is a Message from the Lok
Sabha.

MESSAGE FROM THE LOK SABHA
THE PREVENTIVE DETENTION (CONSTI-
NUANCE) BiLL, 1963

SECRETARY: Sir, 1 have to report to the
House the following message received from
the Lok Sabha, signed by the Secretary of the
Lok Sabha:

"In accordance with the provisions of
Rule »<J of the Rules of Procedure and
Conduct of Business in Lok



