4209 Companies
Some Hon, MEMBERS: Is it so?
Mgr. CHAIRMAN: Order, order.

Mr, Gupta, please sit down. I am
afraid I will] not allow any further
remarks on this subject. The Com-
panies (Amendment) Bill, 1963.

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

Sart B. D. KHOBARAGADE
(Maharashtra): With your kind per-
mission may [ draw the attention of
the House to the - arrest of Shri
Maurya, MUP. because hon. Mr.
Hajarnavis had promised to make a
statement on this issue and now we
have only two days? Our House will
git only for two days.

Surr BHUPESH GUPTA
Bengal): No.

(West

Mgr. CHAIRMAN: He said that the
noiice has been given, The matter
has been brought to the notice of the
Government and you wil] get to
know. .

Surt 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,

Suri B. D, KHOBARAGADE: About
Mr. Maurya's arrest

Mr, CHAIRMAN:
ceeding to the next
agenda.

I am now pro-
item on the

Surt 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 wil] not allow.
I think I speak a language which
some Members will not understand.
When I say I will not allow, I mean
I wil] not allow. Mr. Krishnamachari.

THE COMPANIES (AMENDMENT)
BILL, 1963

Tur MINISTER or FINANCE (SHar
T. T. KRISHNAMACHART): Sir, I move;

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

Sir, the Bill contains roughly four
propositions.

Suri 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 say it
when you are speaking.

Surt BHUPESH GUPTA: That is
not the point,

Mg. CHAIRMAN: That i the
point,
[~

Surr BHUPESH GUPTA: There
was a Select Committee. We do not

even have the report of that. A
Select Committee was appointeq by
that House,

¢

Mr. CHAIRMAN: Let the House

proceed,

Surr T. T. KRISHNAMACHARI: I
see that some hon, Membars have
given notice of a motion for reference
‘0 a Select Committeg and on that
motion the hon. Member can speak.
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So far gs this particular measure
before the House is concerned as 1
said, it falls into four parts. Omne
proposal is to set up a Tribuma) for
the purpose of advising the Govern-
ment in regard to the conduct of
people who manage the companies,
Where such conduct is in guestion,
the matter is brought before the
Tribunal. The Tribunal, as it is con-
ceived 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 1s 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, notwith-
standing the ordinary need of the
Companies Act, to get a special reso-
lution passed by the shareholders, A
safeguard has been introduced in
this particular regard so as to pre-
vent any hasty action on the part of
the executive, by making it incumbent
that any proposal of this category
must be put on the Table of the two
Houses of Parliament anqg 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 Par-
liament to make their views fully
known, and to compel the Governw
ment to take action or to desist from
taking action.

The third amendment is with re-
gard to section 153 and what follows
thereafter, namely in regard to the
position of trustees and the equity
that they hold. I woulg like to
underline thig particulay 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 a3 Secre-
tary, it will be a Board with mem-
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bers not exceeding five in number.
The Government’s intention in res-
pect of this particular Board is also
to add other functions fo it like per=
haps, the control over stock exchange,

4212

These, Sir, are the four parts of thig
measure before the House,

[THE Vice-CHAIRMAN {(SHRI M.
Govinpa Reppy) in the Chair.]

I would like to explain the need for
a Tribunal. It arose from a report
that the Government got from g com-
mittee called the Daphtary-Sastri
Committee which reported on certamn
aspects of the recommendations or
observations of the Vivian Bose Com-
mission. Government felt that there
was a need for a Tribunal tg 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 ang directors con-
cerned 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 ineffec-
tive for five years.

Sir, a provision has been incorpor-
ated that in the cases where the
punishment 1s unduly heavy or too
restrictive, or if they had not cognis-
ance of factors which are subsequent-
ly 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
ig to say, on its own initiative. The
matter may be referred to the Tribu-
nal, 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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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 3 Judge of a
High Court or is a Judge of a High
Court or is competent to be appointed
a Judge of a High Court; that is to
say, the Tribunal will have as chair-
man a person who has a judicial back-
ground. This should satisfy hon.
Members with regard to the judicial
character of the Tribunal. The Tri-
buna] has been vested with 5 fair
amount of power. It 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
which are normally referred to a High
Court, The Tribunal will have all
the powers of a Court for the purposes
of hearing evidence obtaining docu-
ments and so on.

The nexi 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 resolu-
tion. That would be all right if the
management agrees. But in some cases
the management may not agree. As I
have said, varioug propositions have
been made, whether it should be re-
trospective or only in respect of future
loans. It wag felt that it should be
sufficiently comprehensive and also
that this check ought o be put on the
executive that I have mentioned be-
fore,

On the question of trusts, Sir, T have
indicated that the intention is not to
interfere with the freedom of the
trustees with regard to the adminis~
tration of the trusts, or with regard
{0 the disposal of the funds. They
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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 g 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 husiness manager or director
or owner of concerns, with equities
perhaps in the same company. Aggre-
gation of the equities held by the trust
or by the individual who is a trustee
or his family which happens 1o be
interested in the trust, gives them a
certain amount of economic power
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 I 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 mea-
sure 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 trusts
there are that hold equities and of
what nature ang the possibilities of
aggregation. Thege are not known to
us, nor will they be known to us by
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examination. It is something stupen-
dous and the amount of money and
time that we have to spend to get
this information is such that it is com-
pletely out of the question. So what
is now sought to be done is to put a
lmit 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
he can write to the public trustee
and say that a general meeting
is to 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
mala fides or otherwise of the trustee
himself, if he is satisfied with his
bona fides, he can say, ‘well, T 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 Direc-
tor or somebody else—to be present
at the meeting and exercise the proxy
in a particular manner so that the
interests of the irust 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
Tights to be exercised for any purpose
other than safeguarding the rights of
the trust. Or if he just keeps quiet,
it he says, ‘I do not think there ig any
need to do it’ ordinarily the share-
holders do not exercise any rights at
all; most of them are interested in
their dividends mather than anything
else; excepting the group of managing
agents, the managing directors and
the families which control the com-
panies the other shareholders are not
interested—it might be the opinion of
the public trustee.

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

881 RSD—4.
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he getg other information himself or
the company is notorious, I do mnot
think that the purpose that the Gov-
ernment have in mind, namely, to
break down this concentration of
power by acting anonymously or
pseudonymously as the case may be
can be achieved by any other means.
if hon. Members have any other sug-
gestions, I am quite prepared to hear
about them. But this is the thinking
of the Government and that is why
thig provision is there,

The last thing, as I said, is merely
a matter of administration. The ques-
tion of one Secretary being there or
a Board being there is a3 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, sit-
ting as 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 conirolling the
stocks exchanges etc. That is why the
change is proposed that there should
be a3 Company Law Board with rights
of its own to carry out such of those
duties and functions as are from time
to time delegated to it by the Secre-
tary and the Government. It is al-
ways possible for the Secretary to
assume those powers. This is only a
matter of administrative convenience
which I hope the hon. House wilt
recognise as something which has to
be decided by the people who would
have to function there.

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

The question was proposed.
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Tue VICE-CHAIRMAN: (SHrRr M.
GovinpA REeppY): There are four

amendments al] to the same effect.
‘Who will move?
Surt 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:—

ju—y

. Shri Sitaram 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).

© M oW e W N

with instructions to report by the
first day of the next session.”

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 expeditious-
ly put into operation. Ag far as the
suggestion for the Select Committee is
concerned, I should like to protest
against the attitude of the Govern-
ment in the matter from the stand-
point of this House. I know what
will happen to the Select Committee.

Sarr K. SANTHANAM (Madras):
Is he speaking or is he . . .

TrE VICE-CHAIRMAN (Ssrt M.
Govinpa REDDY): He is speaking on
the motion and the amendment.

Surt BHUPESH GUPTA:
thing 1 am speaking on,
what you may say.

Every-
including
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1 do not know why it was not possi-
ble for the Government to have a
Joint Select Committee in this parti-

cular 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
awara of what happened in the
Select Committee. The Select Com-
mittee was subjected to all kinds
of pressure and it seems for a
while demonstratively the big busi-
ness lobby in Parliament became very
active  and succeeded or nearly
succeeded in scuttling whatever is
proposed here with regard to the cun-
version of loans 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,

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

Tae VICE-CHAIRMAN: (Smrr M.
Govinpa REDDY): No reflections on
the Select Committee,

Surt BHUPESH GUPTA: Not on
the Select Committee; it is an august
body. I gaid 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

Sart K. SANTHANAM: On a point
of order, is the hon, Member saying
that the Members of the Select Com-
mittee in the other House were guided
by the big business? Is it his allega-
tion?

Surt BHUPESH GUPTA: How can
I say such things? There was a mem-
ber of the Communist Party also. He
had nothing to do with the big busi-
ness. I was saying that the big busi-
ness 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 I took care to see that the
interruption was met. ‘

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

Sarr K. SANTHANAM: Like the
Communist lobby also,

Sari 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.

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

Surr BHUPESH GUPTA: Then |
shall bring a motion to remove yoy
from there,

Tae VICE-CHAIRMAN (SHri M.
GoviNpA Reppy): Mr. Santhanam ig
not the subject for discussion, Mr,
Bhupesh Gupta,

Sart BHUPESH GUPTA: But Mr,
Santhanam is talking

Tae VICE-CHAIRMAN: (Srr M.
Govinpa Reppy): That is all right,
You proceed,

Surr BHUPESH GUPTA:
because he has an obsession about the
Communist Party. Anti-communistg
can never fight corruption, I can tel]
you that much, Anyhow, I shall leave
Mr. Santhanam alone. Mr. Krishna.
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 amena-
ble to the pressures of the big busi-
ness. I can see these gentlemen sitting
on the Select Committee and func-
tioning 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 Con-
gress Benches as such either, There-
fore, when I say that in principle
there should have been g Joint Select
Committee I have in ming the per-
formance of the Select Committee in
this matter. It is a good thing that
the Government have rejected ulti-
mately, if not wholly, at least subs-
tantially, the suggestion made by the
Select Committee which was a retro-
grade and reactionary suggestion. I
mean the suggestion with regard to the
loans. I wish to express my satisfac-
tion at the manner in which some
Congressmen who took a stand against
the concentration of wealth functioneq
because it is because of these Con-
gressmen the Congress Party decided
it, despite the pressure from very high
quarters not to accept the recommen-
dation of the Select Committee. I do
not know whether Mr, Santhanam be-
longs to that category, but it does not
seem so. But to those Congressmen
who took a firm stand against the pro-
posal of the Select Committee I cer-
tainly 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 al-
ways 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,

4220

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

Tue VICE-CHAIRMAN (Surr M.

GoviNpa REDDY): Order, order.
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Syrt 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 ghould have
liked a comprehensive legislation for
amending the Companieg Act, 1956.
After the revelations made by the
Vivian Bose Enquiry Commission what
we need 1s 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 ele-
ments who thrive on profiteering, high
prices and swindling of public funds,
do not any more thrive in the econo-
mic sphere to corrupt the economic
life of the country to distort our
economic growth and to poliute the
political life of the country as well.
That is what is needed. Unfortunately,
we do nof have such a measure before
us as yet. I think the Government
ghould some day, the sooner the
better, formulate such a comprehen-
sive 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 ex-
perience with regard to the adminis-
tration of the Company Law and also
with regard to the ways of big busi-
ness 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-ou+ 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 sho1ld 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 1 expect
of him and not to tell Parliament: “I
am riding on a tiger. 1 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 &
little distressed to read in the pews-
papers 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 re-
solutions demands that he takes ac-
tion. The Vivian Bose Commission
has said that action is called for, Pub-
lic opinion is in favour of action
against big business including concen-
tration of wealth, Why should he
postpone it indefinitely? I do not know
why. It is a fantastic thing to sug-
gest. 1 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 Minis-
ter 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 Gov-
ernment to act now before it is toeo
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 Govern-
ment 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
cannoy understand why Mr. Krishna-
machari should not have acted accor-
ding to what he had said when he left
the Ministry some time back,

As far as the management is con-
cerned, nothing has been done really
to check corruption. The Company
Law is very faulty and this amend-
ment will not do. How many prose-
cutions have you launcheq 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 arres-
ted 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 Chair-
man 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 Jummy of Mr. Shanti
Prasad Jain is yet another man on
the Board of Directors of the Punjab
National Bank. Am I 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 Na-
tional Bank, has improved the situa-
tion? Materially it hag not. That in
how big business families behave in
our couniry. 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, I believe, Mafatlal.

Why should these people be there
against whom there are so many
chargeg and allegations? The Gov-

ernment 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 manage-
ment of b'g 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, I 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 black-
list should be there, gnd 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 com-
pany. That is how we should go about
it. We can make suggestions as to
who are these people. Let this mat-
ter be debated. It gives no consola-
tion to us that you just ask them to
quit one company to become the direc.
tor in another company. We want
them to be kept out of the pale of
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company financeg 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, we need an 1ntegrated
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. Out-
wardly 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 accommo-
dation in order to bring about inter-
locking by circumventing the existing
Company Law. In this context the
trusts are used. Am I to understand
that the proposed legislation is going
to strike hard against the mis-manage-
ment 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 concentra-
tion 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 Com-
pany 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 car-
Ty on the concentration of wealth and
malpractices on the part of business-
men. 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 is well
known that the Nizam’s Charitable
Trust again is an institution for all
kinds of manipulation, and the Secre-
tary of that charitable trust together
with the Financial Adviser of the
Nizam, Mr. Taraporewala, have land-
ed themselves in prosecution under
gsection 420. This is known now. It
was done after we had made allega-
tions in this House and read out confi-
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dential reports. Only then the Cen-
tral 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 circums-
tances against such trusts. I tell Mr.
Krishnamachari that we need a pro-
per and thorough investigation by
an investigation commission into the
trust affairs. We cannot leave them
as they are today.

Then I would like to know what
you are doing about Bird and Com-
pany. 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 iz a
very high-up in Bird and Company.
He has come all the way from Eng-
land to lobby here. Bird and Com-
pany is a one hundred per cent. Bri-
tish 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 Cal-
cutta that Bird and Company may
escape the arms of law because of
the very great influence it has in cer-
tain quarters. I should like to know
what action is being taken.

SHrr LOKANATH MISRA (Orissa):
Does the hon., Member know that
many useless relations of Ministers
have got accommodation in that parti-
cular company?

Surr BHUPESH GUPTA: Well
relations of Ministers may be useful
or useless, I do not know. But cer-
tainly this is a matter which should
be gone into, because public suspi-
cion has been roused. Some Minis-
ters’ sons, not all, are very highly
placed in certain private concerns.
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This should be gone into. I should
hke to know what happens to them.
But, then our ILC.S. officers, after
retirement, our LA.S. officers after
retirement and our LP.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 job?
Yes, certainly there was negotiation,

Sert T. T. KRISHNAMACHARI: 1
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,

Sarr BHUPESH GUPTA: Well, ifI
have many sons, I can get them mar-
ried to important daughters. I know
that. One should not get into a
brother-in-law’s firm in this manner,
Am I concerned with daughters-in-
law here?

Tee VICE-CHAIRMAN (SHrr M.
‘GOvINDA REDDY): You are not
concerned with anybody.

SHri BHUPESH GUPTA: We are

concerned with 1.C.S. and other offi-
cials who take up jobs after retire-
ment. 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 it-
gelf. That should be stopped.

I would like the Minister to tell us
something about Mr. Benthall and
what he is doing in this country,
gince he has come, and for what pur-
pose the visa was givem. It may not
require a visa but some permit or
some such thing was given. What s
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the purpose of his visit? How many
Ministers and others has he seen?
But I would like to tell you that we
should be vigilant gbout Bird and
Company, and I warn the Govern-
ment 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 Calecutta who think that Bird and
Company, being very influentiai,
might get away from these charges
that are under consideration against
them.

THe VICE-CHAIRMAN (SHrr M.
Govinpa Reppy): Just a  minute.
There is a large list of speakers here.
The House will have to sit through
lunch.

Sgrr 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
Bili 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”. Gov-
ernment always acts in public inte-
1est. In the original Bill when they
provided for the conversion of Gov-
ernment loans into equity shares, the
words “public interest” were not
there. But in the amended Bill you
will find that they have wused the
words ‘“public interest”. My fear is
this that they have done so partly
under pressure, that is to say, to as-
suage the feelings of big business that
these things will not be done as a
matter of routine. Now, public inte-
rest demands the conversion of loans
and it need not be mentioned at al},
and the original provision was much
better than the one they have finaily
passed in the other House. This i
what I would like to mention in the
beginning.

The second point that 1 would like
to mention, in this connection, is this:
Why are you not recovering the loane
from Tata Iron and Steel Company
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and from Indian Iron and Steel
Company? A sum of Rs, 10
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. To-
day, these Bs. 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 im-
mediately or turned into Government
shares. Why can’t they do it? Is it
not in the pubiic interest to do $0,
well, if you like that expression?
These loans were given to them irres-
pective of their internal resources.

1 M.

[TeE ViIice-CHAIRMAN (SHRI AXBAR
Arr Kuan) 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 expan-
sion with the help of these loans. And
now they are jeaving 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 wupon this
House that these loans should be re-
covered immediately or they should
act under this law, treat it as a mat-
ter 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 companijes
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 reten-
tion 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?
1t is a scandal, 1 say. Well, here agan,
the Jayanti Shipping Corporation
was given, 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 Com-
pany 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 2 man who
is connected with all kinds of busi-
ness concerns in the United States and
so on. We would iike 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 con-
vert these loans ingo 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 mee-
ting 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 Gov-
ernment 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 in-
to the finances of this company and of
the companies controlled by ii, we
should not be misied into thinking
that our accommeodation 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 [In-
dustries (Development and Regyla-
tion) Act and, if necessary, we shall
take over these concerns and can run
them well with the same personnej,
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 re-
main in their hands and not recover
them? Therefore, I think that this
provision is strengthening them and
I am sorry that the Minister faltered
in 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 parti-
cular provision.

Then, finally coming to the point of
the Company Law Administration, I
need not say very much on the sub-
ject. We have expressed ourselyes
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 in-
dependent entity as the Company
Law Administration was. The Com-
pnay Law

Surt T. T. KRISHNAMACHARI:
The hon. Member might recognise
that the Company Law Administra-
tion was never independent—it had
its Secretary and others—and it had
to carry out the directions of the Gov-
ernment. If the hon. Member
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any idea that the Company Law
Administration formerly wag indepen-
dent and that its independence was
being taken away, I think it is a mis-
take.

Sari BHUPESH GUPTA: Well, if it
was not so relevant, then why did
you change 1t? Now, it wil be a
department. As you said in your
memoradum today, there will be a
Board and there will be some Secret-
ary or some people whp will be in-
charge, Chairman of the Board and
so on, some such thing. Now, I can
understand the entity being shifted
from one M'nistry 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 Com-
pany Law Administration being given
more powers and authority subject to
the overall jurisdiction or superinten-
dence and direction of the Ministry,
naturally. But that is not the posi-
tion today, and well, we had expres-
sed in this House that the hon. Fi-
nance Minister, without even any
reference to the authorities of the
Company Law Administration, sud-
denly 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 ne-
cessary for him to be made in this
manner suddenly, when really the
need 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.
PFinance Minister to consider the advi-
sability pf bringing forward a com-
prehensive legislation to amend the
Company Law and give up his theory
of either ridding on a tiger or allow-
ing 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 Constitu-
tion and the Government policies also
sometimes are committed to the
weakening of the concentration of
now
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the Government should act in the
matter. And 1 hope that the Finance
Ministry will play its due role in
weakening the  concentration of
wealth. We are all with him if he
wantg to shoot the man-eater; we are
against him if he allows the man-
eater to run amuck, It does not mat-
ter 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 autho-
rity 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.

Surr T CHENGALVAROYAN
(Madras): I am grateful and behol-
den to the Chair for giving me an op-
portunity to participate in the debate
on the Companies (Amendment) Bill.
Not long ago, Sir, this House had the
occasion and the opportunity to con-
sider the most illuminating docu-
ment 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 provisiong of
the existing Company Law, and the
searchlight was turned on some of the
diabolical designs o certain corporate
sectors so that this House was con-
vinced beyond any measure of doubt
that there must be a very revolu-
tionary urge for the purpose of revi-
sing 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 pro-
visions which are in a sense a depar-
ture from the conventional concepts
of the Company Law.

In the first place, Mr. Vice-Chairman
I am very much attracted by the cre-
ation of what is now known as the
“Company Law Board”, Time was
when the company law administra-
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 Com-
pany 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
o the corporate sector. 1 have very
great pleasure therefore in most res-
pectfully commending to this Houss
the acceptance of this very important
provision.

Secondly, Sir, there is the consti-
tution 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 pro-
ceedings 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
tunctions, with all these defined duties

is certainly a very great provision
that has to be iniroduced in this
amending Bill.

Sir, the third point that rather

makes a certain amount of contro-
versial ground is the question of the
amendment of section 81, I am sure
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Mr. Vice-Chairman, that when we
consider this provision relating to the
amendment of section 81 three impor-
tant factors have to be taken into ac-
count by the hon. Members of tnis
House. In the first place, it is not un-
usual that in the exercise of the supre-
macy 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 con-
tained in the previous provision, the
clause wiil have a retroactive opera-
tion. 1 would submit therefore that
this provision of a retrospective
effect for a certain aspect of the amen-
ding provision of section 81 is cer-~
tainly welcome, and it is in conso-
nance with the exercise of parliamen-
tary supremacy.

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
are so sanctimonious so ar as the con~
tracts are concerned though not in
other respects. But the one question,
Mr, Vice-Chairman, that 1 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 embar-
ked upon, what we now call, the doc-
trine of eminent domain. Even in
trans-continental  jurisprudence—not
to exclude America—this is the doct-
rine of eminent domain, for the pur-
pose of public interest and for the
purpose of realising some of the laud-
able objects of a welfare State we
always go into the question of inter-
ference 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 cont-
ract to the contrary the provisions of
that Act would be given effect to. Now
what does that mean, Mr. Vice-Chair-~
man? 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 posi-
tion to appreciate the apprehension
on the part of those critics.

Moreover, Sir, there is another im-
portant 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 the
policy and the purpose for which the
loans were given to certain
corporate sectors, surely the Gov-
ernment is not a magnificent money-
lender bent upon repayment of loans,
intent upon getting interest. In a
developing economy, Sir, the princi-
ple and the policy of the Government
has been and will ever be to associ-
ate itself in the formation of certamn
industrial  potential, Government
gives loan not merely for the purpoge
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 them the machinery;
we acquire for them theland in other
words, Mr. Vice-Chairman, if I may
bring to your notice and to the notice
of this House what the Government
give is, if I may say so, a functicnal
finance; the loan that the Govern-
ment gives is in the nature and order
of a functional finance and there-
fore, Sir, there cannot be any objec-
tion whatsoever to the object of con-
verting 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 is
so naked, so arbitrary ang so un-
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bridled. Mr. Vice-Chaisman, it is
not nakeq because it is clothed with
certain conditions. It is not arbitr-
ary because it ig in the interest of the
public and it is not unbridled because
there are certain criteria for which
due regard shall be hag before action
can be taken under 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 autho-
rity concerned, the conferment of
such power would not be considered
to be arbitrary or unbridled or
naked, if the very provision confer-
ring that power carries with it a
certain amount of criteria. Now, Sir,
this provision relating to the amend-
ment carries with it an important
provision that due regarq 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 loams, as the case
may be, and the rate of interest pay-
able on such debentures or loans, the
subscribed capital of the company, its
loan liabil'ties, 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 considera-
tions germane to the exercise of this
power—the gtatute 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
that power? And this House n¢ 1esS
than the other House is always given
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the opportunity to scrutinise, eva-
luate and even interfere with such

gction 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 innoyation in this amend-
ing Bill, 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 ques-
tion of the trusts is certainly now
sought to be achieved in two ways.
First, this amending Bill demandg 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 pub-
lic 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 appoint-
ment of the public trustee has a
limited purpose. It is not to sup-
plant 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 s,
therefore, - submitted, Mr. Vice-
Chairman, that this provision relating
to the appointment of a public trus-
tee is not at all to be objected to.

I have heard the criticism else-
where why cannot the provisions of
the Indian Trust Act be availed of
for this purpose? And what is this
provision in the amending Bill i it
is mot regrafting the very provisions
of the Trust Act? I, therefore, sub-
mit 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 provisiongs of the
Trust Act. As a matter of fact, Mr.
Vice-Chairman, it I can just submit,
it is the fulfilment of certain provi-
sions of the Trust Act which are prac-
tically incorporated into the provi-
sions of this amending Bill. I, there-
fore, submit on this question that
the appointment of a public trustee
need not create any scare.

Here 1 am reminded of what Lord
Maitland, an eminent scholar and a
Professor in the Oxford University,
said after delivering 18 lectures an
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 1is that
when the corporate sector isg having
such a trust functioning, in a colour-
able exercise for certain personal
benefits, the Government must
an inkling into the management of
the trust and this provision is noth-
ing but a fulfilment of that object.

One worq more, Mr. Vice-Chajr-
man, and I have done. I do not
want to deal with the other provi-
gions of the Bill particularly the re-
moval of the managerial staff. That
ig nothing but implementing the re-
commendations of the Vivian Bose
Commission. 1 will only answer one
remark from my esteemed friend,
Shri Bhupesh Gupta that this Bill is
not comprehensive emough. May I
tell him—and 1 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 ang any
more steps we may be 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. i
With these words, Mr. Vice-Chair-

man, [ have very great pleasure in
supporting this Bill whole-heartedly
and appealing to this House to sup-
port it fully.
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Surt BHUPESH GUPTA: 1 have
some assurance on hearing a Con-
gressman like him.

Surr  DAHYABHAI V. PATEL:

Mr. Vice-Chairman, Sir, it is saig he
who is firmly seated in authority soon
learns to think of security and pro-
gress. This is the biggest lesson in
statecraft. This is 4 saying by a very
well-known person. I need not re-
peat his name

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

SHrt 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 Mem-
bers of Parliament and this Govern-
ment

Surt GOPIKRISHNA VIJAIVAR-
GIYA (Madhya Pradesh): Including
yourself.

Surr DAHYABHAI V. PATEL:
When 1 say Members of Parliament,
it does not exclude myself, if you
understand English.

Surt N, M. ANWAR (Madras): He
1s insu'ting the common sense of our
electorate.

Sarr  DAHYABHAI V. PATEL:
Sir. when the new Finance Minister
took over and soon after he brought
torward two measures, or amended
certain measures which were consi-
dered coercive—I mean the Gold
Control Rules and the Compulsory
Deposit—I1 thought as a practical man,
with experience of business, we were
going to get a new deal, that indus-
try in this country would be able to
live, to thrive. I was mistaken, I
yvou read through what happened in
the Lok Sabha, you will know, as
evervbody does know, that the
Finance Minister in this case does not
seem to be a free agent.
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Sir, we talk of high democratic
principles., Where are the democra-
tic principles? When g Select Com-
mittee was formed for amending the
Company Law a few years ago, this
House was included. What is the
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 ses-
sion, this House asserted its right to
be upon a Select Committee and 1
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
there. I would like to include some
of them though they may be reluct-
ant 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 demo-
cracy.

On an occasion, not many months
ago, a Member of the Congress Party,
gent 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 Sbreak-
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 mea-
sures. That ig 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 Com-
panv Law amendment. By that free-
dom o* anv tvpe will be virtually
taken awav. We will have a
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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.

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

Surr DAHYABHAI V. PATEL:
Sir, my time is being consumed, It
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 Re-
public. 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. T have not found any-
where nor has any one else found
how it protects him. So many repre-
sentatives of farmers and agricultur-
ists 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 Parlia-

ment. Do you find anywhere any
protection?” I say, “Ask the Law
Minister.” Similar is the case with
this Bill,

When the Finance Minister intro-
duces his Budget, one of my criti-
cisms 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? I will
repeat the question to the Finance
Minister. Who is going to come and
give you money to help vou when
you have such expropriatorvy mea-
sures on vour statute book? There isg
not even the right ot appeal. That is
to mv mind a vervy objectionable
feature about this. Asg far as the

regi- ! 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 g step
in that direction. Perhaps I 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.

The Finance Minister wants power
to scrap contracts. How can any
business function if somebody else
has got the power to scrap the con-
tract 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 pro-
vision exists, who is going to come
and give you aid? Whether the aid
is given in that case will be an aid
gugar-coated by their ideology with
the intent of forcing their ideology on
you or not ig 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 ex-
perience, 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. Theraefore, we
have now a democracy established
where we have started breaking pro-
mises, where we have started break-
ing 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 every-
thin,? This Bill is nothing but a
measure of that type. I have a cer-
tain amount of experience of some
business. I am not in any business
just now. I have no personal interest
i 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 there, the nationalisation of in-
surance would not have been neces-
sary.

Similarly, we have a Company Law
Administration. I 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. 1
do not like industrialists to play with
the money of the people, to misuse
it, but I am equally against the mis-
use of public funds, concentration of
wealth and power by a Government
which is going the way of totalitarian-
ism. Every step that we see here
in the last two years is a step towards
establishing 5 totalitarian Govern-
ment 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 coun-
try who had taken ©possession of
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Deihi. We know what happened in
Czechoslovakia and some other coun-
tries. So this Government is being
driven by what Mr, Gupta is saying—
by Mr. Gupta I mean the Party and
the ideology that he stands for, 1
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 5 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 Gandhiji and the Congress,
intc a complete Marxist type or
Soviet type.

That is one more step in that direc-
tion and therefore I am opposed to
it. This is a major step in that
direction and I would appeal to think-
ing people in this House to use their
thinking and not to be simply say-
ing ‘ves’ as they seem to be doing
on most matters. If a large number
eof Members of the Select Committee
were of a certain view and the
Belect Committee made its report
according to all parliamentary prac-
tice, that should have been the view
that should have prevailed and this
Tlouse 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. Tt is very
unfair to this House, it is very unfamn
to Parliament, it is very unfair to
the countrvy that a measure of this
tvpe ir being rushed through in this
manner. I was amazed when a sug-
pestion was made that we  should
have considered it yesterday. Even
‘overnight time’ we were not given.
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For a measure lhike this Parliament
should be given weeks to consider, if
not a Select Committee. If you de
not form a Select Committee, you
inust give Members time to consult
among themselves, which is not possi-
ble when the House sits every day
fiom 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
Imay say so, a one-man dictatorship.
The Members of the Select Commit-
iee 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. I am sorry this does not
heip our country.

Suri BHUPESH GUPTA: Who is
thal Badshah?

Sarr DAHYABHAI V. PATEL:
Everybody knows, you know him
beiter than I do.

Smrt BHUPESH GUPTA: 1 do not
kauw. Who is he?

Seri DAHYABHAI V. PATEL:
You want his name? He is a well-
known man, Pandit Jawaharlal
Nehruy, and you know him. 1 am mnot
shy of mentioning his name,

Surt BHUPESH GUPTA: 1 did
kuow that he was a Badshah.

Serr  DAHYABHAI V. PATEL:
e is the Grand Moghul in Delhi.

Among the other subterfuges or
misrepresentations of this Govern-
ment is this one, that they want both
the public sector and the private
sectur to function. They want both
these sectors to exist simultaneously.
Bui this is what they do. How can
any private sector exist wunder such
conditions? ‘This is nothing but
converting the existing private
sector 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 business-
man. 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 aspecified purposes, ac-
cording to the law. But the govern-
ment’s avaricious eye has fallen on
these charitable trusts also, and that
is a very objectionable feature of this
Bill,

In this country, philanthropy has
rot to be taught, It is there in the
people from time immemorial and
teople have been taught to earn and
to give substantial portions of their
earnmgs to charity, for public pur-
pcses, for the good of the public.
Apart from the squeezing out of the
charities gnd charitable trusts, parti-
cularly the educational field suffers
most. Because there is not much to
give, people are not able to collect
donaticns for them and this interfer-
ence into the affairs of trusts by the
Government is very objectionable.
When a person makes a donation or
trust, ne makes it for a specific pur-
pose and that is allowed by the Gov-
ernment., Having agreed to that, it
is not right to interfere with them.
The Government have appointed
their officers. There are the admi-
nistrators. There are the controllers
and so on, to go into the accounts of
these trusts. If their officers do not go
into these matters properly why should
thay punish the people for that? It
seems this has been the policy of the
Government, whether it be the insur-
ance law, whether it be the Company
Taw, 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 in-
stead of punishing the officer con-
cerned, or making the provisions of
the law tighter, the Government
seeks to take more powers to jtself.
Where is the guarantee that the

‘381 RSD—5.
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powers taken in this way will not be
abused? What has been our experi-
ence in the past? The Finance Min-
igter, unfortunately, is not here now.

T DEPUTY MINISTER 1N THR
MINISTRY or FINANCE (SHRIMATI
TARKESHWARI SINHA): I am here from
the Finance Ministry.

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

Suari ARJUN ARORA (Uttar Pra-
desh): She has never misused her
powers.

Surt DAHYABHAI V. PATEL:

There are human failures. I am not

|
i
( like Mr. Bhupesh Gupta who wants

| go out of their way to save

to be wvery ungenerous about human
failures. There are human failures.
But this 1s not the remedy and that
is what I want the Finance Minister
or hig representative here to note.

Surt BHUPESH GUPTA: I draw
a distinction between human failures
and human crimes.

Suri1 DAHYABHAI V. PATEL: 1
am with you there in vour campaign
against crimeg 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 stateq that those responsible
government officers who failed to do
their duty, who failed to apprehend
the guilty people, should also be
punished. 1 want every hon. Mem-
ber to tell me whether there are not
sitting on the benches opposite, I
mean the front benches, those who
such
people? Therefore, we have brought
this country to this stage.

An Hon. MEMBER: There is md-

. body on the front bench.
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Sert DAHYABHAI V. PATEL:
They know what I mean and you
know what I mean. You should
tighten the Company Law if neces.
sary. Action under that law was not
taken. Where action was sought to
be taken, there were god-fathers pul~
ling wires. The people who wersa
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 ia
what his party wants. Buf I am not
happy and I do not thinl the coun-
try will be benefitedq by this mea-
sure. I hope that even at tlhis late
stage, the Finance Minister angq the
Government will take stock of the
situation and reconsider the matter.

Surr ARJUN ARORA: Mr. Vice-
Chairman, as hag been correctly
pointed out, this amending Bill is
the outcome of what wag 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 ig a matter of some satis-
faction that some of the recommen-
dations of that devastating Vivian
Bose Commission’s Report are being
implemented. It is, however, a mat-

ter of great regret that in spite of

the fact that that Report was sub
mitted to the Government i 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 iecommenda-
tions of that Commission concerning
the Companies Act have siill mot
been looked after. Anyhow, the little
that is being done under his amend-
ing Bill is specially welcome and I
lend my wholehearted support to this
Bill.

pre-
abou:

The learned Member whe
ceded me was very anxious
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what he ‘deseribed as charitable
trusts. But I am afraid there is noth-
ing in this amending Bill {0 cause
concern to anybody concerned with
charitable trusts. The Biil only aime
at ensuring that charity which beging
at home does not end there The fact
is well-known that a number of
frusts hold large amounts o1 cquity
capital in certain important indus-
tries. 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 trus-
tees control, in their other capaci-
ties. It the trusts are charitable
trusts, we are entitleq to make sure
that the charity is not showerea
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 amm is
to put an end to the unfair interfer-
cnce of some of the trustees where
the trustees act in their own favour.
As a matter of fact, the trusts should
be thankful and those like my hon.
triend who sat down just now, who
are admirers of the good work done
by charitable trusts, should be thank-
ful to the Finance Minister that he
has brought forward a Bill which en-
sures that these charitable truste will
not become pawns 1n the game of
managing agencies.

There is a provigion in this Bil}

i which deals with Government loans.

I must say Mr. Vice-Chairman, that
that provision is extremely inade-
quate and halfthearted. Somehow,
there has been mixed economy in the
country and the votaries of the pri-
vate sector are never tired of prais-
ing its achievements. Now. I find
little in the state of our economy to
substantiate any praise for the pri-
vate sector. An industry has to be
run efficiently and it has to be mana-
ged properly. Proper and efficient
management means that the industry
should so conserve its resources that
it can rehabilitate itself traf it can
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meet the need of replaceinenis of its
depreciated and worn out machinery
and equipment. What we {ind in ihts
country today is that though the pri-
vate sector is very loud in praise of
its own efficiency and louder still in
condemning the public sector . . .

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

Surt ARJUN ARORA: 1 am; and
1 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,
jg that the private sector is not con-
serving its resources properly; what
we find is that the private sector is
not able to finance itself and this
generous Government has set up &
number of agencies to advance gene-
rous loans to the private sector. Now
the private sector is supposed to be
very honest. What we dng is that the
private sector does not pay hack the
loans. 1t does not even pay the in-
terest 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 this waste and
tolerate this state of affairs 1n which
the Government has gone oui 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, doeg not even
pay the interest regularly? Sir, this
gocalleq efficiency and honesty of
the private sector is a hoax ang it
is only proper that the Government
takes steps to ensure the safety and
the safe return of the money jnvested

in the private sector as Government
makes

loans. In so far as this Bill
provision to meet that situation 1t
deserves our wholehearted support

and Mr. Vice-Chairman, [ lend it
dput 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 pri-
vate sector are not given only by the
Central Government as such in whose
case this amending Bill makes ade -
quate provision. The loans are also
given by the State Governmenis; tne
loans are also given by a numher of
agencies created by the Central Gov-
ernment and financed by the Gowv
ernment of India.

sgrr K. SANTHANAM: The State
Governments are covered 1m this.

surt N. M. LINGAM (Madras):
No; they are not.
Surt ARJUN ARORA: Mr. San-

thanam will, I hope, speak and en-
lighten the House.

Then there are agencies created by
the State Governments. I feel that
all these agencies, whether created
and financed by the State Govern-
ments or created and finunced by the
Central Government, chould have
been included in that provision of this
Bill which empowers the lender to
acquire equity capital wheie the pri-
vate sector persists in defaulting. It
the vobaries of the private sector
like my friend who just now inter-
rupted me think that this is wrong,
they should rest assured that t.he
Government is not keen on acquir-
ing equity shares in private compa-
nies. It is open
it is open to the
nies, to pay back the
defeat the provisions of this ameni-
ing Bill. As a matter ot fact, fchis
provision of converting  loans 3nto
equity capital ig nothing revolutlor}-
ary, nothing soctalistic. It only faci-
litates the Government in ensuring
the safety of public money lent fo
the various corporations. As a mat-
ter of fact, there are other provi-
sions in law which a lender may Te.
sort to. We in Uttar Pradesh are
aware of the case in which the big-
gest industrial group of U.p., the
British India Corporation, fell into
the foul hands of Mr. Mundhra who

to the private sector,
defavlting compa-
money and thus
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squandered 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 ot
Directors and the management of the
concern passed into the handg of the
Receiver. This provision which is
being describeg 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 risk
of the Government becoming a majot
shareholder or a major partner 1n
the management of those cincerns.
The private sector should thank Mr.
T. T. Krishnamachari for letting it
oft very lightly. I feel more stringent
measures are necessary in order to
ensure the safety of public funds.

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

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

act in goog faith, does not
carry out its part of the obligaticn,
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 hag 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,
gomething more should have been
done. The civil law, the law of con-
tracts, is based on the concept that
both parties will carry out their obli-
gations homestly. When the party at
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' the receiving end has failed to do so,
* something more has to be done, and
it the law of contracts stands in the
way, that will also have to he amend-
ed. Thank you.

Sgrt M, S. GURUPADA SWAMY
(Mysore): Mr. Vice-Chairman, from
the very inception this Bill has pass-
ed through very tragic and unfortu-
nate circumstances. The Bill, which
on the dface of it is very simple,
healthy and progressive, was pro-
jected, at various stages, as a Fran~
kenstein monster and it had never
had a safe handling at any level.

[Tre VICE-CHAIRMAN (Surt M. P.
BrarGAvA) in the Chair].

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 he is doing——should
have taken steps to give proper gui-
dance in the matter of the Bill. Un-~
fortunately, this was not done. The
Bill. after g cdebate, was passed on
to a Select Committee constituted
only of Lok Sabha Members. There
the prominent role of certain Mem-
bers of the ruling party was respon-
sible for a change in one of the pro-
visions of the Bill. Later on, the Re-
port of the Select Committee was
endorsed by the executive of the
Congress Parliamentary Party.
Later, some Members woke up and
then after 5 state of ‘Thibernation
found that something wrong had
happened. The Bill has been tossed
to and fro at various stages and ulti-
mately 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.

Surr K. SANTHANAM:
There are a few changes.

No.

Surt M. S. GURUPADA SWAMY:
Yes, but not significant. T am talk-
ing of that particular point to which
I refer.

Serr K. SANTHANAM: Even
there ig a change, ‘in the public in-
terest’.
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Smrr M. S. GURUPADA SWAMY:
Yes. There is a change which is not
significant. But what I mean is the
manner in which it wag done, not
the substance of the changes that
were brought about. I think Mr.
Santhanam, who is a great parlia-
mentarian, would appreciate when I
#ay that this is not the way how Bills
are discussed, piloted or brought for-
ward.

Szt K. SANTHANAM:
quarrel with that.

I have no

Sart M. S. GURUPADA SWAMY:
1 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 ex~
press their opinion in time? It wag
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 blun.
der. My friends have already drawn
the attention of the House to it. I
do not know why the Finance Min-
ister 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 Com-
mittee to participate in the delibera-
tions 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 aph-
endage. But so long as this body
exists enjoying equal powers, legisla-
tive powers, I do not know why people
should be devoid of this elementary

common sense to appreciate that
Rajya Sabha should also he
associategq with the deliberations,

It is a very sad omission. It is not a
simple omission, but a grave omission
in the functioning of the parliament-
ary system itself. Maybe I am making
a very general point in a debate which
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15 not very relevant, but this point
has to be borne in mind. What are
we doing? There seems to be a grow-
ing erosion of the powers of one wing
of the parliamentary system, namely,
Rajya Sabha. Is it desirable? 1Is it
healthy, so long as the powers of
Rajya Sabha remains as they are ?

Coming to the Bill, 1 would lhike %o
make one remark. Why should my
friends make a Frankenstein monster
of a small thing? One of the pro-
visions of the Bill, which hag attracted
the attention of all rival sections in
Lok Sabha and perhaps here also, is
thre question of conversion of Govern-
ment 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. Aec-
cording to the present position it has
not prevented conversion of Govern-
ment 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, ang it is limiteq only to Gov-
ernment loans and not to loans given
by Government institutions.

Sir, the House is aware that three
types of credit are there; private cre-
dit, that is, loans borrowed by com-
panies outside Government institutiong
and Government, secondly, credit
given by Government institutions like
the Lifa 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, bu#
neither here nor there in the other
House has he been gble to propound
his policy behind this move. T fee] it is
necessary to know the policy the pur-
pose of thig change.
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[Shri M. S. Gurupada Swamy.]

Sir, the main purpose is to partici-
pate in certain cases of companies in
equity capital. It is just to introduce
a sort of healthy element of partici-
pation of Government, and this will
enable 1o prevent the mismanagement
of companies and to prevent concentra-
tion of economic power, and secondly,
it will act as a sort of check over those
companieg if Government itself parti-
cipates 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 Rs. 8¢ 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 companieg are the bene-
ficiaries of Government loans. They
are the steel mills and shipping com-
panies. And why is such an arrange-
ment necessary in the case of shipping
companies and stee] 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 Govern-
ment 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 loang which are given
to these companies may be converted
into shares, and Government can
change its position from that of a cre-
ditor to one of equity share-holder
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and really participate in the develop-
ment of these industries, and I am sure
this step cannot be interpreted as an
outright take-over bid. It is no take-
over bid at all. So I do not know why
this simple truth was not realised by
some of our friends opposite. Sir, it
wag 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 ug 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 enter-
ed 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 shareholders, that
is what I want to put forward. If the
loan of Government is changeq 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. It there is
a danger or threat to the existence of
private shareholders, to the continu-
ation 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 chang-
ed. Their rights remain their rights,
they are not violated. Their position
is not changed. On the contrary there
will be a significant aceretion of capi-
tal {o 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 gide of the companies,
they will have in future the Govern-
ment itself participating in the capital
as shareholder. And they will be shar-
ing and they will be having the same
experience, ag other shareholders, in
the difficulties and in the benefits, and
ultimately, the companies themselves
are the beneficiaries. Therefore, from
any point of view, it cannot be called
unethical.
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And my friend, Shri Masani, in the
other House was eloquent 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
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 hig ab-
sence, has got a clear mind but I do
not know why he succumbed to the
various views or shades of opinion and
did not give a dynamic lead in the
matter when it was in the Select
Committee. That, I think, is very
regrettable. But I am glad that he
woke up; though he fumbled and fal-
tered, he tried to assert himself. Re-
ally T am glad that he hag asserted
himself. Here in thig country when
we are passing through this crucial
stage of economic development, many
difficulties will arise, many troubles
wil] come. We have got to face them,
This very simple Bill without any very
elaborate philosophy—though there is
a little bit of philosophy in it—hag got
to be welcomed.

Certain doubts arose in me why a
similar pattern is not being followeq
in the case of loans by the Govern.
ment institutions. It stands to reason
that Government institutiong stand
more or less on the same footing in
regard to the loan operations. It ig
the intention of Government or Gov-
ernmental institutions to give ade.
quate loans to private companies to
help them in their development. The
game objective prevails, and the same
procedure more or less is followed,
The funds of the Government institu-
tions are the 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
Governmenial 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
loang 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 .. .

Surr K. SANTHANAM: Where do
I comp in?

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

Suri K. SANTHANAM: No, no,

Suart 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
changeg in many other respects and
that it will be good if these changes
are brought about in time? As it is,
my friend, Shri Bhupesh Gupta, always
harps wupon 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 fo solve the problems that re-
late to the concentration of economic
power. But the Company Law, as a
whole, has got to be reviewed ang re-
considered. When this law was passed
some years ago, in 1956 or in 1957 as
a comprehensive law, the one argu-~
ment given by the then Finance Minis-
ter was that one of the purposes in-
tended by such g marathon law
was to prevent malpractices and to
prevent the concentration of wealth.
And we have adopted and approved
the philosophy of socialism. T do not
want to go about saying much about
this but I would like concrete steps
being taken to solve thig concentra-
tion. One of the waygs 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 concentra-
tion of wealth and power in the hands
of a few people.

Sarr G. S, PATHAK (Uttar Pra-
desh): This Bill, to my thinking, is of
very great importance. And I also
wish to protest against the non-inclus-
ion of the Members of this House in
the Select Committee. The Select
Committee has got a certain function
to perform and in order to perform
that function, Select Committeeg are
appointed ang this is so very im-
portant a Bill—I submit with all res-
pect to those who were concerned
with the appointment of the Select
Committee—that some Members, re-
Presentative Members, who were con-
versant with the subject or who had
scme knowledge or authoritative
knowledge of the subject, should have
been included.

|

Ag I have said, this Bill is of great
importance. It is of great importance
not only to the companies in the coun-
try, not only to those who are con-
cerned 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 depar-
ture from the philosophy—to adopt
the language of the hon. friend who
has just finished his speech-—adopted
g0 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 thigs Bill introduces
another element and that is a new
element. This Bill while amending
sectiong 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
fmportance, and I welcome the depar-
ture 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 his pro-
perty in a manner which may affect
the rights of other persong with re-
gard to their properties, Here the
matter that has been introduced is
that a company is not entitled to con-
duct its affairs in a manner which may
affect public interest, I submit, Sir,
that this is a very important depar-
ture, and if the argument is, “What
is ‘public interest’? Is it not vague?”,
the answer is that ‘public interest’,
and ‘in the interests of the general
public’, are expressions used in the
Constitution itself, anq they vary
with the change in the conditions in
the country. There is a well-known
constitutional content of this expres-
sion and therefore, Sir any objection
on that score is not tenable, and we
are now proceeding from the domes-
tic sphere into ‘public interest’ sphere
so far ag the Company Law is concer-
ned. This is a growing concept.

One would have expected, in a
matter of this importance, either some
remarks made by way ot explanation,
or in the objects and reasons with
regard to ‘public interest’, If the affairs
are not conducted in a manner pre-
judicial 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 &
manner prejudicial to ‘public inter=
rest’? But this is a matter which may
be examined later either by the Tri-
bunal or by the courts. I welcome
this part of the Bill more than any
other part.

R

So far as the Tribunal itself is
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 Gov-
ernment and certain powerg of the
Government, and, three, the public
trustee, And so far as the Tribunal
is concerned, it hag been given all the
trappings of a court; it has got vast
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powers; it has been investedq with
very important functions; it has been
given the power to rectity registers,
not only the mere process of rectifi-
cation, but also to decide the questions
of fitles; in the matter ot discovery of
documents or recovery of documents,
it has got vast powers. The Tribunal
is entitled itself to issue @ warrant
of search in order to secure the docu-
ments which it may consider neces-
sary for the purpose of a case. It has
got vast powers, which belonged to
the companies, under sectiong 397 to
401.

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 ob-
served. We have got the experience
of many tribunals in the country,
notably the Income-tax Tribunal, Ex-
perience shows that Income-tax Tribu-
nals have deteriorated, either because
their remuneration has been reduced
and therefore efficient persons, more
efficient persons, could not be appoin-
ted. I remember that, when the In-
come-tax Tribunals were first brought
inty existence, there were people who,
later, filled the offices of High Court
Judges; one of them became a Chief
Justice in a foreign country,

But we cannot say that the person-
nel of the Income-tax Tribunals satis-
fy the public in the same way today
ag 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 the power to issue a search war-
rant to a police officer to search
houses. In view of this fact jt is
important for the Government, at the
time of selection of the personne] to
be very careful. It ig important for
the Government to fix adequate re-
muneration so that suitable people
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may be attracted, to fix suit-
able conditions of service and to man
this Tribuna] jin a manner which may
resuit not only in efficient judgements,

but nalso impartial and independent
judgements,

Now, Sir, I again welcome the pro-
vision that on matters of Jaw there will
be an appeal to the High Court, Such

a provision is better than the refe-
rence 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 com-
panies, which have not defaulted.
which have faithfully carried out the
contract, the power could be exercised
That wag the defect.

Sur1 AKBAR ALI KHAN (Andhra
Pradesh): Well, that is not so.

SHRI G. S. PATHAK: No, now
this 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

Houseg are of the opinion that the
order is not just
Surr K. SANTHANAM: Not the

draft order but the actual order.

Sur1 G, S. PATHAK: No, Sir.
Please read, I will read again. You
may also read again.

Sert K. SANTHANAM: That is
all right,

SERI G. S. PATHAK: It reads:

“A copy of every order proposed
to be issued by the Central Govern-
ment 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 Tribuma] to examine the question
of public interest ag a justiciable issue.
If the tribunal goes wrong, it might be
corrected otherwise, But in this mat~
ter of conversion of loang into equity
capital, the Government has to decide
the question In ifg subjective discre-
tion. And, therefore, if a matter
ig in the Government's subjective dis-
cretion, it is not examinable by
courts, And, therefore, this amending
provision has placed the matter for
examination before Parliament, Parlia-
ment can go into this question. And
1 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 ag_it stdod unamend- .

ed.

Sir, there are one or twominor mat-
terg which I may refer to, They seem
to me not of any Iimportance on
principle put of importance so far
as the language is concerned,

Now section 10C (2) readg 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 it, the Tribunal
may by its warrant authorise and
direct any police officer not below
the rank of a sub-inspector, etc.
ete.”

to enter that place and gearch, Ordi-
narily, the practice hag been, as we
find in the Customs Bill, to say that
‘where documents are secreted in a
place’—the emphasis is on the docu-
ments; the emphasis is not on the
place—a search warrant may be issu-
ed, But here emphasis is laid on the
place, It is not a law relating to
place. The real subject-matter is the
document and it is tha requirement of
the document which has been provid-
ed for and search has been provided
for. But it ix 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 ags it thinks fit, to
exercise and discharge

among others

“all or any of the powers and fun-
ctiong conferred on the court by or
under section 155, section 203 in so
far ag it relatés to 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., ete.”

Now two matters are mentioned in
section 203, (i) the order to be made
by the court, and (ii) leave to be
granied by the court, Now the sec-
tion, as framed here, deals with only
one, namely with the power wunder
section 203, in so far as it relates to
the granting of leave under that gec-
tion. Now, as it stands, it is open to
the interpretation that the leave shall
be granted by the fribunal, 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.

Ssrt A. D, MANI (Madhya Pra-
desh). Mr. Vice-Chairman, Sir, the
Companies (Amendment) Bill, 1963,
would have been a completely wel-
come 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. 1 do not subscribe to
the view because in respect of clause 5
certain safeguards have been inserted
in the Bill as passed by the other
House which, in my opinion, will go
a long way to dispel popular impres-
sion abroad that the Government of
India has now started expropriatory
measures in effect by bringing forwarqg
legislation of this character.

Sir, 1 should like to say this mueh
in regard to clause 5. Two steel con-
cerns are involved in the matter of
application of clause 5 in future, One
of them is TISCO, the Tata Iron and
Stee] 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 alsp received financial as-
sistance from the World Bank. Sir,
when the World Bank gave financial
assistance to these two companies, it
perhraps did so on account of the re-
cord of work of these two concerns
and on account of the fact that these
two concerns were in the private sec-
tor, Though the officia] policy of the
Government ig 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 receiv-
ed assistance of the World Bank even
though the World Bank knew that
Rs. 10 crores had been advanced by
the Government. In the terms attach-
ed to the loan there is no provision so
far that these loans could be convert-
ed by Government into equity shares.
It there was a default in the repay-
ment of the loan or in the pay-
ment of interest to that extent it does
violate seriously a contractual under-
standing 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 Gov-
ernment in regard to Stee] 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 locans or
fulfil other financial obligations. The
steel retention policy of the Govern-
ment does not permit steel firms in this
country to get more than what is
called a marginal profit on their trad-
ing, So the House will, therefore, see
that while these two concerng have
taken the loan, they have been pre-
vented by the policy of the Govern-
ment from taking those measures
which will leag 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.

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

Surr A. D. MANI: I do not say
about that. The steel retention policy
of the Government does not permit.
If the Member wants he can study
the 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 .

[Ture Vice-CHAIRMAN (SHRI AKBAR ALI
KuaN) in the Chair]

Surr B. D. KHOBARAGADE (Maha -
raghtra); What is the difference
between the cost of production and
retention price?
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Sur1 A, D. MANI: The retention
price has been devised to see that the

concerns do not get any sizable pro-
fit .

Surr B. D. KHOBARAGADE: What
{s the difference between those two
prices?

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

Sarr ARJUN ARORA: If they are
honest businessmen, they should first
pay back the loans and then declare
dividends to the ghareholders.

Surt A. D, MANI If these con-
cerns 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 br without
repayment or interest, I would have
liked an agmendment 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 Joans were entered into,
there was no such stipulation

that the loans should be repaid within
three months. I feel that in regard
to the amendment to section 5, we
should seek an amendment pf that
part of the Bill which seeks to ask
for the repayment of these loahs on
a notice of three months.

I am glad to say that clause 5 does
not deal with the loans and deben-
tures insured by the L.I.C. or institu-
tions which are functioning as auto-
nomous corporations. In regard to
loans and debentures, of these ins-
titutions, 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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course of hig reply, would make it
more clear than he has done in the
other House that it is not the intention
of the Government to introduce what
is called nationalisation by sleight-of-
hand. That is the impression, um-
fortunately, that has gone abroad and
it is necessary that this impressiom
should be corrected. I feel that if
clause 5 had taken note of only future
transactions and not taken into aec-
count the loans given to the two steel
companies—TISCO ang IISCO—it
would have been an unobjectionable
piece of legislation. I have heard the
history of this matter. In view of the
fact that the World Bank has given
assistance on certain premises, it seems
to be thoroughly unfair and a breack
of contract for the Government to
seek to alter it,

Surt T. T. KRISHNAMACHARI:
May 1 tell the hon, Member that the
World Bank has given loans on the
Government’s guarantee.

Surt A, D. MANI: I quite agree tha¥
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 sec-
tor 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 Pro-
ject is foundering on the allegation
which has been broadcast in the U.S.
that this public sector enterprise will
not work.

Surt ARJUN ARORA: The hon.
Member is wrong in saying that the
Bokaro Project is not proceeding. It
is proceeding.

Surt A, D. MANI: Foundering in
America, I said. it is proceeding in
a different direction, not in the Ameri-
can direction,

Surr ARJUN ARORA: A healthier
direction, being built from our owm
resources,
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Sart BHUPESH GUPTA: Even after
the American sabotage, it is proceed-
ing, we are told.

TeE VICE-CHAIRMAN (SHR! AKBag
Avr Kaan): Do not interrupt pleage,

Seri BHUPESH GUPTA: He does
mot know the facts,

Surr 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 sirengthen
the hands of the Government and en-
ables them to appoint a Tribunal to
eaquire into cases of mismanagement
of companies or management of coln-
panieg in a manner which is prejudj-

cial 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 ghould inter-
vene if it finds that 3 company is act-
h;g in a manner prejudicial to public
interest but in regard to the Tribung]
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 constitutipn
of the Tribunal. I would invite the
attention of the House to clause 3
which seeks to amend section 10A of
the Companies Act. Clause 3(3) says:

“The Central Government sha]l
. appoint one of the memberg of the
Tribunal having knowledge of and

" experience in law, who—

(a) is or has been a Judge of
a Hign Court . . .7

1 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
#0 such Tribunals.

Sarr K. SANTHANAM: He ?viu
kave to resign before being appoint-
wed,
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Surr A. D, MANT: Yes, I am com-
ing to that.

Tur VICE-CHAIRMAN (SHR: AKBAR
Al KuanN): You have very little
time.

Suri A, D. MANI: Please give me
five minutes more. 1 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
to 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 3 Tribunal for delermina-
tion of cases which may be preferred
before him, I would like to mention
also that the Government should not
have restricted appeals from the
decisiong of the Tribunals to higher
courts to questions of law only. When
the Tribunal seeks to punish a body
ol 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 distin-
guished lawyer yourself, you know
that even in respect of industrial dis-
pute matters, the Supreme Court has
reversed the decisions of the High
Courts on many matters of facts. It
is likely that an error may be com-
initted and I would have liked per-
sonally a provision which enabled an
appeal to be lodged before the High
Courts on matters of law ag well as
matters of fact.

I woulg like ta go on to the clause
relating to the sefting up of the
Company Law Administration Board.
1 wish the Government had defined
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. I 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 sec-
tor enterprises, that we should have
some sort of Estimates Committee on
the working of private enterprises.

The public sector enterprises
3 p.Mm. are subjected to  constant

scrutiny and criticism by the
public and by the Estimates Com-
mittee. 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 com-
panies 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 pri-
vate enterprises to function in secrecy.

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

Surr A, D. MANI: I am very glad
that I seem to agree. Though I can-
not raise my voice as my hon, friend
does, and proclaim my socialism, I
am in general agreement with what he

said.

(Interruption)

Tue VICE-CHAIRMAN (SHRT AKBAR
A1x Kuan): Let him go on, Mr
Lingam. e has only two or three
more minutes.

Smrr A. D. MANI: 1 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. I would
like to ask specifically whether the
Company Law Board would have the
same status and functions as the pre-
sent Company Law Depariment has.
At least there should be no deroga-
tion of powers.

[ RAJYA SABHA ]
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AN Hon. MEMBER: You mean ex-
depariment.

SHrR A. D. MANI: Yes, it will be
an ex-department when this Bil] is
passed, One final point about the
power taken to appoint the public
trustee. I do not know whether news-
Ppapers come within the operation of
this clause, I believe there are one
Or two newspapers which have the
trustee form of administration under
the Companieg Act, and I am sure
that the Finance Minister and hi9
colleagues do not want to be saddled
with the responsibility of conducting
newspapers.

Surt ARJUN ARORA: Rest assured,
“The Hitavada” will not be affected.

Surr A. D. MANI: “The Hitavada®”
is not under the Company Law Ad-
ministration. 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 righf® My suggestion for
the reasons being recording in writ-
ing is that if for any reason the act
of the public trustee is based on in-
correct understanding of the situation,
the affecteq 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 him-
self or allow the voting right to go by-
default. After all, trusts are being
formed for some purposes and it is
necessary that the trustees concerned
should have a full statement of the
facts on which the public {rustee is
acting. I think it will lead t0o an
improvement of the gituation which
will exist after the passing of this
Bill.
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As I said, this Bill would have
been unexceptionable and would have
received the warm welcome b©f 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 Bhubanea-
war, and that what is being done is to
tighten up the Company Law Adminis.
{ration so that there may not be mal-
practices in the management of public
companies which have been disclosed
by the Vivian Bose Commission.

Sert 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 Mem-
berg in this Select Committee,

Ax Hon. MEMBER: Only protest?

Sert M. P, BHARGAVA: And 1
want to assert the rights of thig
august House. This is not the first
time that this has been done, and 1
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, gnd when the
Bill came for consideration beforg 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 thig
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 con-
sidered 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 thig time also it was
referred to a Joint Select Committee,
not to a Select Committee of the Lok
Sabha only. Therefore, no pre-
cedent can be quoted for the
non-inclusion of the Rajya Sabha
Members in the Select Committee on
this Bill. 1 would respectfully urge
the Finance Minister to tell us why
such a grave mistake has been made
by not including the Memberg 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 thig Bill to a Select Com-
mittee of this House. That is all I
demand. The rights of the Rajya
Sabha Members cannot bhe ignored
and that is the only reason why I
have stood up, to protest against this

unwantegq non-inclusion of Rajya
Sabha Members in the Select Com-
mittee,

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 Com-
mittee of the Liok Sabha. May I ask
the Finance Minister what prompted’
him to accept that motion, and not
taken into consideration the point that

i instead of a Select Committee, a Joint

Select Committee be appointed? He
vwes an explanation to this House
why this has been done and T 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 thig Bill at this
stage. I want to assert my right and
as a protest I will not say a word’
about the provisions of this Bill.
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it famgre waraTAet Sy
(wex 93W) : IUEETERE WA,
at foe seqa g & W) owemy H
w4t g% ofr a7 § ag¥ e Feqdt av §
¥ meHT g arar & a1 g e
F1 41 B e AR TRl @y A
HETq T A1 TS AT GATY & ITHT
W TY Seq FN, SAET N gaH
FAFRYIRE fiar STa, A 9% U
TZT ¥ gAE & AF AR AR TI-
fagew § wesaEy AT F1 FEAAT
I TZA SAGE &A1 OF  F, AR
o gifag FT, T AN HIK gEArad
[ FT W AEFR g FEATT F
qr 9% qifaq T, 9% a4
FF FE AN WT 7L AR B T
7% a9 @Y Fi fwEr )

St aF g faer 7 @47 8, Y
wger 394 el v g & o fragaa
AT ST A1 FAT F7 forw o &}
T g@LOF g8 WE FEOAT A
wefafigas awmr 9w S fe gEe
sgaeqT ¥ GEF g1 | Y, g A
adray feaaeF eTH AT TTF ®
# 2 @ § guar wag # aforg w3
&7 Afyww foar s 0 99, T
st & F wlt I AR @ AT
g0 frgw @b w FdlT § J1E
WraR g i 1w aE &
guiead w2 ™ g |

et aF froAAw A1 wA §, A7
IET 2 B 9 gad e wadY A e
= wiR S o o g €, 9eF
fems & @R Fo fa srEwrd
1 71X 99 fagan & fag afc g7 =r-
feadt & & feog § 9o9 wy 1
qqaq: SqH G qAT T | FHiAA
et fosga Y @A 41 (W
war 5 wRAE arEs® a@ned ¥ At
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fr o fesgaer w7 faew s ol
FR fag o § s gEEe A
EAT 8 | O freged AT g9 3@
g AR 9% fmma ¥ I2W F3 I
fer fomar & S wEy wmgaT
fesqam & #1qi § € wF< A qfent
g1 a1 39 fgara § gasy s 394 g-
foram= g #t srawFar § 1 faeEa
& o8 ATIAT W AR TG T A0fgh |
B9 A OFT 7 @Y 8 Auifoew
I 8, wAfesw FFaT §, 699 TG
SAT §, T AT AT A FIAT & I
INE ¥ AR T TEATH WEHA 34T
FHTH 2, I7F AT 9 TAT TATTY
fr & fiegren % e <@ avg W -
afgat 7 o 1 S AWF wiTER
! foy @ & f5 =g ey v
9 F97 FT &, AT A 3G qEA
forest a8 gus1 afawx @ we
g4 FET §FF § AR 99 FEW F
E AT A HIEF &1 TG TH FF
I F57 F& 1T F 0 qF97 & | T
g% g7 e 5 o “gfafe e’
weg T, ITRT FX  f3ar AR ARG
o faer gewr  gfafegedt fgsgae
¥ oaTeT @ 3T 1A ar afr forfy
a1t & tar fF g dwy & e o Iaw
# e I 9FT T gg ATIAL A9
AT 8, TEANE TEY AT g SIAA a9
W 8, ARH TR AL A1 GG A
A fagr aw oA &, ik wE gfaw
& g=ma 7 wgafyat g &  wre
g A @A s “gfafere” @
TG AT @, AT IR AT TS
99 7 F o 8 g1 A T e
& 75 og 7 weRTaeT gAY T § 9T
3F T T ITAN Fr AR AT ATIE
AF gAn fsge &7 fag § s
ga AT e @ fF of avn & g
¥ g nfgFR qiw U AET AgIR
FX TF HR qaT TG &Y fF 3 39



4279 Companies

TETINT FL | AR ZW ITF FA T,
3% FIFAT L AN G | q90 £
gA Xar F o fgsgasw w1 F9 f5°-
fearie grar a7 w@r & 91 1 ST
g 81, 39 T U o g9 ety WF aAv
5fyF TvBT R |

TR AT FarT & % g 9gt )
9 TT I § AW ST FOAT F A
wag & A< T ZATT A AT IF FH-
Ny FrIge e @ § fedae &
§ F, # § w H AR
FER g A A9d F FTEAF T
R0 FA Y FW gW I
¥ ug wear frear f5 w9 § #9 9aA
F) fywmm # 37 A sz d A g3 A
IGHT T ZNT SHRT §IT F ATHY
730 spar R gfR fRdr Az A
a1 fFefy azeal £ IqK 3 AW A
FAF 3T G QT IS0 AR
=91 ¥ &1 F FOAT AU IAHT TN~
FLT AAT & FAAT T GHAT § A
AR ®1T ¥ a8 ar T4y § 7oAy
T AR FIT FT 927 9T J Uy
& ey aEys N 59 AT A
TT 91T fear st % gt 3w+ faqy
o QT AT §F, g5 FI AT ATH
gt ) fredr it ¥ iFraey qmmar
g 72 WA wWawF g |

T 4% FF AT TALF ©F F I35,
35 75 99 3 gvy § 1 TR #E arg
77 w37 § 5 23 a9 T Y w5
ST § ITR W [ A g §
o 77 7T @ ¥ 1w T Y
fITRT gIT IIW T TGr § WA 99T
WIT £ 915z 7w G AN AR F
A I IFA F a9 A5, QAP
J qrar T Af T, gy ITAY
frrr FAl JAM L IR AT wT F
ziawT 7, foe dar fw sfqaey qap
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T &, UF 19T & w0 F agh 9w fear
STTRTT ST I9 o Fat g | W 3ed
aravg oF fawes ag g1 avar & fF
QT FEAT F W MaaEy frar ar
TFAT & AT Targwr # fod F T Tar
g f5 ga w17 3 wwda Agl e, we
gRIR gt 9¥ 1 Jar foer @@ ey my
ot fF ST &1 gEy g7 FTEET 2,
va% fad w7 wad 59 FRY @Y faaw
WG WAART g fed, 9 g A,
fiRe gmd mamde ¥ gER 9 fa,
AN FT ST F T AE TF, FX T TG¥
a%, f Tr fF o=o1, I, gw
Poraar oY o faor &, ag 9% ¥ zhe-
F FT A § | AOF g9 F 74T §, w9
S AF, FL A & | AW _MF AV IqRY
73T § ZRET X § H A9 919 ay
ITR I F BT T W | R 8% w17
o aft 4t € 1wk gw g i
T TS § FF A= Ww & W g,
A ag « awwa g, A = g f
gift QM At 28 W vy A ) a2 @y
T FA FIN 1A §, X X FdT T
%1 I FET F AT W FWA A
A1 3987 1 QY afx $1% FroAY ga? areft
g AR foast fr o grdv 3 < §
I Sffeq w@ar & ar IeF ax
#fyzq ¥ G FF, IAT TAT A
ARE &7 9 A g, WU O30 e
M ST F73 91T SHET 3F Irw
GEsed FIF FTH AOT TS § | TF
gL FEOAT F AT G FAT & AT
IHT WAL §q H AT g 2
ar gardt gt %% FT §ear g fw
warT FRaT FeadT & TG 7 FwT suEr
g vwax fefass s € & o

SIS F, T AL TV T oY Faer
difaa war § e aA F7Y s g,
a8 IaF I A qAL F e g &
QR Iax o fefasgw § o@d feem
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[ fawerwwre g Sfean]
M AT I afeorw qg g fE
S s FX AT § e qr 38 fefa-
Fza ¥ &7 & a2y fronm o 59 g @
ot g A< Freed § 9% foeq ¥ A
dzarar w4 | afz ma agar famor
® ARy & @Y fady F1 fratr g
w4 1 Afx AT wor AW T Y
§ A Opdl &7 THFAM TET ZNT | IFHT
ZEr a8 I&L AT o4 feafa & ag
I FI T AAG A TG FH T A
STAETT & Tg JIA1 9841 $T T J7aA7 § |
qT TE T TR TTAIHE FIH A X
frswm TR ETIT IR

gF A T § S fx A
oA qEE A F 5 F 9 Twra §
qrEAT {FL ATy @ F AG IEET
w1 I7 W, 79 F 71 5, W 70
gwe § @@ Wy fF oF aow ot gw
fagma #7 aw T § 9K gF TG aF
¥ & fr 9gar vt w1 Ay AW X
&t o g, IaF e feay s e
/17 FawT ava faar oAy wfed 1 3%
AgT I Y 48 agy feafa g wf fp S
gF T AT AgwT & s
T & AT AR R o 1l 92 &
AT &, 39 qA &7 wifew oY @ Strar
2 AR IaFT gHIT F< AT | Y EN
1 34T feafa &1 fafer a7 @ & ok
ug 917 TS 31T 47 AT LY ) WS gH
FIgT aarT &1 feafr & A @ o
AR @3 g FH Ty fF ag e
Far w4 &, ot wr gw dur F%
gry g ? . '

g ofsaw 3edee a1 weE QEr ¥
gt § fF 4 2ol a7 et et g
T, IEE FE w9 A W, ¥ &
qfserF e &1 af T ¥ fradt qredt
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T gFy § TN L OEq § WA AR
drar 70 | 5w Qv ofedw $3 wEr @%
&Y & i g weet oY wiew ) €
@ ofeerw 3w F W & gt S
¥ 9T FeF a7 § a1 ofsww 3w q oy
g A1 fadw 2@ € At ofews g ¥
2gy § agifw faas dEm & fewrg &%
Y ST ;YT famT T=.T FTH FUW |
at g afser® fgee P sgar o @1
¢, gaar 71§ afefy ady & 1 safey aw
ot &% wnd ag ol G W
F & wed wg e g,
ag A% A AL

HTSFT AT ZATR FAIS &7 38 99
@ & 7 7 I @ § B F awwd §
f& AT d9eT § wF €AW AN QY
T §, TEE a9 ¥ R aTEe d9e
F 0T 919 FF 9% 9y g
gfqe mr g1 wa FEQ W
78 wrar § 5 R migde §wT ¥
T siferwna g wan § an forew g
FIH GFAAATY O §, <A toramr
T STAT &, 471 98 THT 9T 45 < fag
1o efEER WG AT, S 9T gEar
oo fawme § 1 g9 W § g
T gr R i & g qwar 0
gaTR guTe Ft feafq 7 et @ewr &
weer § foft @ ok 7 @ fodigd
21 &9 s § o ag A andy F W
fow g & woeaT 0 Y AT T
&, frw avg & weEER @ & 1 R
T & 9T FT QWA FW § | g
T g 1 e g fF gt sy v
st fif gde dreT A &, 3 P o @
g7 T #9eqq F § AR frw aw
T Y § 1 qg T T AW A 3@
frm & sw i g e ek @
zq i smar @, s o Bug @9 @Y
w g fr g qaET X go AT A
FEAAT &, J IR a9g § g¢ foee
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FLE gH AT AT A § oud fyed
A Jorrae 30 I AR S9 feay §
AT TRIT F3T o7 @ & | W AT
& fraew § v e w47 diwag ot
a9g ¥ gu ¥gi W a1 uF fagra
gfraga g 9 & & ¥ & naT § waw e
HIT T4, IgF FIW J15q¢ FaaT 1
FEATY w1 e &Y A A {6 gw Ay
.37 ufade, fagst gak g fafiwex
WIed g3 § O RT WA S B
g=g S g 98 AEEd aedt
F §, Sa%F fod Wt Sredme gy @A
rfed M STsT W7 gz @ 7 FF
T AT FAT & A aAT A T
X gEIR qgT & 9wl IoaT §, 3w
78 wwdl & % any thing donein
good faith, 5% fawarg ¥ ®& €Iy
Wt T faar A S R gw
&1 & w & St @ 1w A oy
g1 gRTR 4t Eto o FoaTHIRY T
& SRE I OOy 9 o7 &7 & qwd
AT G §, IR YTT AT § —

‘No suit, prosecution or other
legal proceeding shall lie against
officers of Government for anything
which is in gooq faith done or
intended to be done in pursuance
of this Act or any rules made there-
under.”

qF T ) AR AEAH qTT FT
T E AR G W A AT T
g & i frw ag & gagr #vee g,
fragd s grra FEfR o @
& A gadr ave 7 I & 1 oF ar
HIIFT e § fF T & T2 §
STA-§ 1 39 74T T 31 T wAAT—
Tg T J1 agT wATTF & {7 Awemgy
& GO wEI &7 sAAeqT Y, Aty
g weA wEedw & fFogm oaw ¥
9 & yragT fagast § 98 w3 )
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1T TN F 919 W 9 FQ §,
TEET A g1 A, IEE T 9T FE
# #17 § 717, S7H! o ger @ Eafw
qE 99 3TWE FT FEIAN T F Al Y
IET TFT T SFT W FTE
YT AR ag AA Fewe F fad s
FJ GT T T FA & foad 99 a5
g% T8 aeqT g FW a7 aF of
qeT [T NTG FAT AR ¢ 98 AT
TG T HIT T oo agy g £
T4 F1 fegew TEX ¥ ST A G
for ag ofsqs Gee Wt @qa & g@faa
gTgae §3TT gET =fed AR qg W
|9 & av ag g =Jfed |

9 Wi F qy § @W 7T g,
¥ 9 et {23 § S wHE AT A
AT g qEAE STEWE ¥ &eee
FUEY ¥ A9 1 A g fear § Suer
YT FATE | WISt 31 A A
gfte & ot @i § "X o gad AT g
STHY g F F fod, g v & faw
7g weaed WiaweF g 5 @ fadas w
ya afafq & are 9

Surt  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 hag 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 realiseq it. I was
reading the editorial of the “Times of
India” the other day in which it says
that it has taken the economic direc-
tion 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 hig money and get a good
return on that.

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

Surr  AWADHESHWAR PRASAD
SINHA: I am coming to the Com-
panies (Amendment) Bill. On this
Companies Bill I 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, perbhaps
in thig House also, in the country and
even in newspapers. That is about the
conversion of old and new loans into
shares. It has been saig by peoble
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 1last fourteen
years. I have been its Secretary also.

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

TrE VICE-CHAIRMAN
AxBAR ALt Kuan):
interrupt.

(SHRI
Please do not

Sert  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.

Sart DAHYABHAI V. PATEL:
Because they did not understand,
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Smrr  AWADHESHWAR PRASAD
SINHA: Let there be no running
commentary.

TaE VICE-CHAIRMAN (SHRI
AxBar ALy KHAN): Let him carry on.

SHRT AWADHESHWAR PRASAD:
SINHA: When he spoke, I never
interrupteq him. So, most of the
Members were nautral. Then a num-
ber 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. S‘nha who is
not here now, moved g 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 un-
democratic way of the leader
functioning and what is wrong about
it?

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

THE  VICE-CHAIRMAN (St
ArBAR ALr K=uaN): You will have
your turn and you can speak then.
Otherwise, it will be reduceq from
wvour time,

Surt  AWADHESHWAR PRASAD
SINHA: He is taking my time by his
interruptions,

THE VICE-CHAIRMAN (SHERI
AxrBar Arnr Kuan): Let him go on.
You can speak later, You will have
your turn. If it ig a Minister, you
might interrupt, but not in the case
of Members.
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SErRI 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 Parlia-
ment is in session for thirty days
which may be comprised of one
session or in two or more successive
gessions, We have a right to move a
motion annulling the order of the
Government, Thirdly, about the terms
offered by the Government for con-
version, the companies have a right to
go to a court and the decision of the
Government about the conversion will
become final only after the decision
of the court, So, there are three checks,
not one, not two, What is wrong
about it? I would like to tell those
who criticise it that the parties which
are concerned are only two ang 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 have faith
in our Government and they have
faith in our Finance Minister. But in
the course of debate, not in this House
but elsewhere and outside in the
country also, g distinguished leader
of my esteemed friend, Mr. Dahyabhai
Patel’s Party, came out with a remark
which has pained us beyond measure.
He said: It is unfortunate that the
Government of the country is in the
hands of 3 gentleman who is 3 half-
baked Marxist, He did not stop there.
I would like Mr, Dahyabhai Pate] to
listen to me.

Sert DAHYABHAI V. PATEL: I

agree with everything that he said on
the Bill

Serr  AWADHESHWAR PRASAD
SINHA: And then he said that in the
Congress Party there are loud-
mouthed fellow-travellers

Ssrt DAHYABHAI V. PATEL:
‘Whieh is quite true,
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Simt  AWADHESHWAR PRASAD
SINHA: . . who are being led by
Pandit Nehry and others. If Pandit
Nehru is leading the fellow-travellers,
it means he 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 anq 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? Andg when
they say so, is it not a reflection on
the integrity of the Prime Minister,
that hre 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; every-
thing is known to the country, how
his entire family sacrificed for the
country, even the children of his
family, his mother, hig sister, his
father, and so on, and what a
pitched non-violent battle he waged
against the British.

In 1927 I wag attracted towards
him when I wag a boy of 20, I
was attracted towards Pandit Nehru
in 1927 when in the Madras Congress
he moved a resolution for indepen-
dence ag 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 AIC.C.
on that resolution and I fought very
harq against him. He smiled. He
treated me like a child and told me:
“My dear boy, you go ahead, but I



Companies

4289

[Shri Awadheshwar Prasad Sinha.]
feel that way.” But I did not agree
with him. I agreed with Pandit Nehru.
Since then came the Simon Commis-
sion boycot, Nehru was beaten. Then
came the youth movement and he
started propagating socialism, and
since 1928-29 up till now because of
his preachings I have been a Congress

socialist, I have been g Congrgss
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.

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

Surt  AWADHESHWAR PRASAD
SINHA: That is alloweq 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 hag the good fortune of
fighting the great battle of freedom
under hig captaincy and banner. How-
ever much he is opposed to us, I al-
ways 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 saig these words, and I
would like him to bear in mind, when-
ever he makes a remark or speech,
that he ig the son of that great man
and he has to carry that heritage. A
broad based democratic constitution
was built up and amendments were
introduceq one after another. I am
proud of those amendments. But for
those amendments the zamindary
system would not have been abolished,
Those amendments enlarged the fron-
tiers of democracy, enlarged the fron-
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tiers of the social ang economic con-
tent 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 pro-
test against it and I would like to tell
that gentleman one word. If the Con-
gress Party meets and if this Bill is
brought before it let the gentleman
come and see, it will be passed un-
animously 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 function~
ing in a family. Here is sitting before
me Mr. Bhupesh Gupta. He is the
leader of the Communist Party. 1
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. He looks upon him as his youn-
ger brother. Even though Shri Bhu-
pesh Gupta is in the Communist Party,
he looks upon Shri Surendra Mohan
Ghose ag 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 Con-
gress, I 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 bong 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 hag his own con-
viction. 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 how-
soever 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, 1 protest
against that remark ang I condemn it.

Sarr B, D, KHOBARAGADE: Mr.
Vice-Chairman, before I refer to the
provisions of this Bill under conside-
ration, I would like to record my pro-
test for not having referred thig 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 ignoreq in this way, In 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 ag supreme would vote
in favour of the amendment for refer-
ring this Bill to a Select Committee.
Shri Bhargava has recorded a strong
protest ang refused to express his
views on the Bill. But mere protest-
ing 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.

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
Paphtary Committees would be in}-
plemented by bringing before this
House a comprehensive Bill. But un-
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fortunately we have got only this Bill
before us. I do not think we will be
able to achieve socialism or to abo-
lish the concentration of wealth and
economic power by bringing before
Parliament such piecemea) legislation.
For that purpose it is very essential
that we at the earliest possible oppor-
tunity bring before Parliament a com-
prehensive legislation 1o check the
malpractices of the big business.

A pgreat oontroversy has been raiged
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 con-
sulting all his colleagues. It is not a
question of consulting his colleagues,
The Prime Minister wag presiding over
the meeting of the Executive Com-
mittee of the Congress Parliamentary
Party and even though he was presid-
ing over that meeting, the Executive
Committee ignoreq 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 to-
day 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. Sir,
my humble opinion

THE VICE-CHAIRMAN (SHRT
Axpar Arr Kuax): You speak on the
Bill because we have got very short
time,

Ssm1 B. D. KHOBARAGADE:
Surely Sir, the Bill is for the purpose
of destroying the concentration of eco~
nomic power which, we are noticing,
is in a few hands. If the Congress
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wants to establish the socialist pattern
©of society, it becomesg essential that
the lobby of big business js not allow-
ed to influence the Congress members
ang 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,
&80 that the Prime Minister and those
progressive people will be able ‘o
achieve their objective of bringing
about socialism in this country.

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

“Not that this is something new;
thig practice is already being fol-
lowed by international agencies like
the International Finance Corpora-
tion.”

Further, Shri Somani
evidence:

says in his

“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 hag admitted here that
this is not a new system, that in inter-
rational corporations also it is being
followed. So, I ao not understand as
to why people should object and say
that the Government wants to take
over the companics in indirect ways.
That is not the case. In future, if any-
body wants to get a loan from the
Government, he w1ll 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.
[f he accepts, he must be prepared—if
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 ¢lause. 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 1o be affected. Out of five,
one is Oil India which is almost a
Government concern; 50 per cent of
the equity shares of Qil 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 lakhg and it
has already been almost repaid. Then
the other one has got a loan ot Rs. 3
crores out of which Rs. 50 lakhs have-
been paid. So, there remain two com-
panies 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 opi-
nion is that if Government can afford
it, it should immediately take oaver
these two big projects into the public
sector, If we do not want that there
should be any concentration of wealth
ang 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. Other-
wise, 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 moTe
and more economic power. Therefore,
my own submission is that we should
make such a provision so that the pri-
vate gector will not be able to get more
concentration of wealth in a few
hands.

I woulq 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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ernment ‘i refer such cases about the
misTpanagement by certain managerial
personnel to this Tribunal. I do not
know why it should be at the discre-
tion of the Government. The particular
clause says:

Companies

‘“the Central Government may
state a case against the person afore-
said and refer the same to the Tri-
bunal with a request that the Tri-
bunal may inquire into the case and
record a finding . . .7

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 Compa-
nies, 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 Dal-
mia-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 used properly.
Therefore, my submission, so far as
this clause is concerned, ig that instead
of giving the discretion to the Govern-~
ment, it should be given to an Indi~
vidual, and if he thinks that the tune-
tioning of the managerial personnel is
not proper, is detrimental to the cor-
poration or to the company itself, is
not in the public interest, let that in-
dividual file the case before the Tri-
bunal, ang it will give its own opi-
nion, its own verdict, about the con-
duct of the managerial personnel.

Sir. the last point is that there is
provision in the Bill for appeal against
the decision of the Tribunal. Thig 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..

Sart 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 eco~
nomy. The Companies (Amendment)
Bill has to be read along with the.
Banking Companies  (Amnendment),
Bill, the Unit Trust of India Rill and.
the recent proposal of the Gsvernment
of India to permit the LIC to take up
general insurance business. All these
are parts of a very well thought-out
scheme of the hon. Finance Minister,
and the recent statement which he
made i3 also a very welcome states
ment. The purpose of that recent sta.
tement also was the same, to stimulate
the growth of our economy, to stimu-
late 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 stimu-
lated and protected. It is a general
scheme of the hon. Finance Minister
and the Companies (Amending) Bli
is one of that.

The present Bill has five main pro~
visions ang I will go through them
one by one, Firstly, about the Tribu-
nal; 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
autherities 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 ‘rregularities remedied.
That is what this Tribunal is aiming
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at, ang the Select Committee of the
other House has made two very wel-
come amendments in the provisions
about the Tribunal firstly that the
Tribunal will have as its chairman a
person of judicial experience, g 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, pro-
vided 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 produc-
tion 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 Ad-
ministration; the Board of Company
Law Administration is also aim-
ed 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 is properly adminis-
tered. That is a non-controversial

point,

The third point is about the con-
verting of loans into equity capital.
Now that is a point which has gene-
rated 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 ig 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 exist.ng
shareholders are not willing to take
up the capital, or in case the direc-
tors of the company wanti 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 conver-
tibility of the loans or debentures
into equity capital. Secondly, a
special resolution of the shareholders
will be necessary. Thirdly, permis-
sion 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 deben-
tures 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 Corpora-
tion—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 permis-
sion of the Government should be
obtained. Now a third category o¢ loang
or debentures is the loans or deben-
tures 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 Govern-
ment 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 deben-
tures, the condition that they will be
converted into equity shaves was not
there. Now, when that condition was
not there, how can those. con-
tractual obligations be now overrid-
den, and the lnans 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 hag got
to be enlarged if we want to achieve
certain socialistic = objectives, There
are certain social and economie objec-
tives 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 en-
larged for the purposes of planning
and for the purposes of achieving
those objectives. Secondly, the com-
panies 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 inte-
rest 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 im-

portance to that. After all, the
Constitution is not something
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unchangeable; the Constitution can
be amended for the good of the coun-
try, and the Constitution can be
amended by the Parliament when-
ever necessary. If we wish, if we
believe that certain objectives should
be achieved, we can amend the Cons-
titution 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 Qil India, and in
Oil India 50 per cent holding is with
the Government; so there is no objec-
tion 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
Iren 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 fo 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 Gov-
ernment can appoint an officer and
that officer can exercise the wvoting
powers of any trust. Now, after the
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Bill has come out of the Select Com-
mittee, 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
few hands. In America also it is so—
there is the case of the Ford com-
pany; 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
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 concen-
tration of power and abuse of the
voting powers of frustees, 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 f{rustee exercises
powers for his own benefit with a
view to capturing one company after
another. That is why the position
has got to be remedied. There is
nothing objectionable in this provi-
sion. This is a part of the general
scheme of the Finance Minister to
stimulate the growth of our economy,
and I welcome this Bill

4 P.M.

SHrr SITARAM JAIPURIA (Uttar
Pradesh): Mr. Vice-Chairman, Sir,
the number of fiscal measures intro-
duced during this session itself is, I
think, unprecedented in the history
of Parliament and the Finance Minis-
ter deserves all laurels. It only shows
his imagination and capacity in see-
ing them through in such a short
{ime.
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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 severali provi-
sions in the Act under which share-
holders 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 provi-
sions which are of an adjectival
nature are concerned, they are under-
standable 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 introduc-
tion 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 Govern-
ment may refer cases if in its opinion
their business is not conducted in
accordance with sound business prin-
ciples 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 circums-
tances 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
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to have it scrutinised by the advisory
Commission. The Finance Minister, 1
am sure, will kindly consider the
suggestion. If the matter 1s refer-
red, 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.

Sir, a number of provisions are
already there in the Companies Act.
Section 408 allows to have two direc-
tors nominated by the Central Gov-
ernment. Then there is section 265
under which minorities can be repre-
‘sented. 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
aore justice will be guaranteed.

One point more, Mr. Vice-Chair-
man, 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 hum-
ble 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 Dbasic 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 Tri-
bunal 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
fair play in this respect.

Then, Sir, appeal against the deci-
sion 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 Tribu-
nal. And if appeal is allowed in such
a case to the High Court and if the
High Court has a special Bench to
deai 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, 1 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 impor=
tant 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 prejudi-
cial to the trust or to the body con-
cerned, 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 institu-
tion 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 safeguard-
ing 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, I think I should sit
down and, therefore, I take my seat.

SHrRT 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
ingtalment of a major revision, then I
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[Shri K. Santhanam.]
shouid 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 com-
panies 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 promo-
ters 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.

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

SHrRT 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 com-
pany Law. I hope the Finance Minis-
ter will lose no time in bringing about
a major amendment or a major revi-
sion of the Companies Act.

Coming to the present Bill, I conasi-
der 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 Minis-
ter 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 Adminis-
tration and the curbing of the power
of the trustees. So far as the conver-
sion of company shares is concerned,
I want to point out, as has been

pointed out by many others, that
the main means of assisting pri-
vate enterprise by the Govern-

ment is not through direct loans
but through the LF.C, Central and
State, and the ICICI and other finan-
cial institutions. I think the Govern-
ment must make it a policy not +to
give direct loans whatsoever. There-
fore this question will not a real
question at all

Then one other point has been mis-
sed by all and in the other House
also. The clause, as I read, it does
not refer only to loans by the Cent-
ral Government. I have ftried to
check up. According to the defini-
tion ‘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 Gov-
ernments or partly by the Central
Government and partly by one
or more State Governments.”

I do not know and I wish the Fi-
nance Minister will tell the House
what is the amount of loans given by
the State Governments to the com-
panies. 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 compa-
nies. 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
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such a blessing as my firiend, Mr.
Gupta, thinks. I 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 part-
ners in the private enterprise at all.
It it wants to become partner there
are the financial institutions, There-
fore the particular point is not of
much importance.

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 Tri-
bunal is for any reason unable to
perform his functions or relin-
quishes his membership of the Tri-
bunal, the Central Government
may appoint another member in
his place . . .”

If a member has been there through-
out 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

gee 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 Tribu-
nal.

Then I would like to ask whether
the Company Law Board is expected
to function as an autonomousg 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
ghall 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 deci-
gsions 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 autonom-
ous administration.

About the trustees also, I do not
see why the Finance Minister has
taken the frouble of making the pro-
vision 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 comp-
rehensive revision of the Company
Law as early as possible and not be
content with the minor changes
made in this Bill.

=t ME ol (Saw wiw) - 9v-
gATETE AL, FEAT AT gAHT faer
9T Y T AF T3 ST T AT @I
g Fifs Fvodl dae o g9 F g WY
gy a8 3ar § 5 gimfaal & faedy
st mgafer Frofal ¥ sody € 7 @F
SaY #1 0 =g § 1 Frare & Ak 0y,
@ A o= vy oF ar fafewm @
FAYS &7 FeqrE oY o 9T T AT
g wwfaai 4 feaqr agafer
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AN 1L a9 Tl 1 TF 19 3 A=W 0
I AT ELF T OFT I | § EEA-
qrE  92q Ared #1 I foF g e §
IR qTR TR ¥ fAg sz @gTgW g
T § =gt g 5 2 Frer deme a3
§ 9er o qfE 59 F19 w o faw
afe® geE AW X frgr s 2
JEHT TAT GART A IJJAT AT qF R/
gfeqs gREE QAIH 9% |

& dow ¢ a1 g A @
& o wwar § WX @O g
for S v e ffg e &, Fow ¥
fF orEl 9T AT Y WTET & WX

Wl v A ae g

t
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qg wrE @A Al N6 fafreeT ar
FIR T FA FONY a9 § AT
CECE

A F we F ArEaT g R A
Y wAEHE A § g A A9 WE
TR Ff gfeFR § #1R 98 Afea
& famr =y o 7 Afe e 39T
& urew, Fag wang fF fow @ &
AT G HI G T § S ARG
T R g7 39 H feevere g At
fAcag wr w0y weey feew
o faear 3 19 fgwm e 39 € ST
T e arfe @ o s et
NI AT gETE A
o &o FoHETA F TT FT

TR ¥ fer § | 9 gU TR
3 F a7e uF T T queT FralaaT
#7 aAeH femrgr g1 gafas &
wgar g o ag #18 N A A 72 fow
¥ IO G FT ATHA FA g1 | T
TETT &7 T FT T g ar gy
arrd F EET & | WX F 39 G-
forg % ¥ At g ST A u@E
=TgaT g fF gar arél #1 wrRr g
HITHT TG FH § | § a7 Sigar
g fF wxas Aomm a9 | 99 g qH
& A agez o adn afea oW
q% ag Wdr § @ woEa <@ Wity
T ¥ W w9gT @@r g |
¥ gawar § frag Wy "@wwma @mEv
AT § FIOAT QaT § TF § 4 FT W4T
TEENT | 3§ WO §G FAT AGH
Fife 7% frafegr wrafmar T+
Frafrar & W A1z &) 78 | avsw -
A7 qrga, | fra g 1 fawar 8 $1T
fra fra w1 firen % a8t 59 g9 |
A9 17 I UF T fFay AR s
feam w1qy £ Jopt avet 1 5 FEEd g
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St 929 $EE § a4 Y, foeey sl
AT Tq] § G{qQT AT AT IRT GATY
TER T F FUT g9 w19 ¥ et
#1 g % 4 #9ifE arar & oA 2
A 9g qFd & 947 § o w7 § 7F
FL4 .

JugTEa (= A wey e ) ¢
HIIHT JF T T |

o WITH Y : AT THS GAT A 6K
ATTHT TIHT FT IR g M@ § | AA
FFT 1T Frer a2 |

JeaATEAE (Y wHAT WA qOA)
# Fgar § fF Aoy 36 FrRy g e
TITHT FHELFT T 1 4T &

oY ST a9 Ag T F 9 v
fir e 3% g g T & o
AT il FET TEA g AR W AW
ag wrgq W 1 q9r AGF Y wwar |
YW | g 57 FC G AT O § 2y
T o Yo woygar T & Hfeg ¥
I 9 A1 Trear g 5 aga oy et
Weres 7gt g€ wfew 98 wed o
g | OF F9AT 34T st @ fF ag
Waees adf 3¢ afes sabamaway
oo TR I | &R~ ¥
qA N fF o o gf o Wi <
#YET AT g7 T IUH AT G A
T TF FAUT Taga% ATE I AT oY
T ) gea aw@T A 98 & g o
g@ER A | ‘

|

oft 5o O gl T AT !

st wegw ot WAw W
T AN AT My § FF g W
FT N @ @ A o
48 YATg I AEy § |fe & ag w
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F W@ a1 fF 5w awg e gpaa &
§3 & ol o ag FT awy § SfFa
AT AT A AZeAT & @7 W
gR agt g W ma agt g gafay
qAH FIE GEALE | AT & A9 IF
TOAT AYH YT FT A | AfF W F
foot % oY 9y aww &S & Fgar g
I AR FFR T AT 6
AT fAT STeg & steg @Yo Yo FHeqaaATd
argE CEY 919 7 9 AT ST F 4_L
g T fRT & wgr 1 FH IwEE |
o1q Q@r 7 G oA afed § qwaan
fFegmad st vg @ & 9=t
o9 AT AR, IEAT WY @R
F AT | W FE BleT Wi W
TS F3 AT IHHT AT A(gd WK JEA
IR q& T FTAATT] AT I G
faiT AT =1fgd

gafad & grie Far § i fawex
o Ao FomTaT fAFeT srgamrg
FY ILEATE qX 3¢ foa ¥ M & |
o fae @ uF ww fat ¥ a7 $wana
FEAT AR & AR Gt AT qrsr-
ey 7 feTg =Ted & Y 7 9 AT
AT FET B YT TSATESX qAW
9] #fgae v @i ) AW
IHT e feaw fo aft Twar aa
g1 7 aviR Fan g R ag sgaw
ST #T AT FT TEC FLA FGT 1]

Surr T. T. KRISHNAMACHARI:
Mr, Vice-Chairman, Sir, at the outset
I would like to refer, it I may, be
some feelings that have been voiced
by hon. Members of this House that
I have contributed materially in
neglecting the interests and the hon-
our and dignity of this House,
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Surr K. SANTHANAM: He can
come to the mike.

Surr T. T. KRISHNAMACHARI:

I it were s0 . .

SHRt A. D. MANI: He can come to
the front bench, Sir.

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

If it were so I can only gay it was
done unwittingly. My hon. {riend,
Mr, Bhargava, 1s very angry and he
wanted an explanation from me as to
why {here was not a Joint Select
Commuttee. Sir, it was not my inten-
tion to refer this Bill to a Select Com-
mittee 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 wag comparatively simple in the
gense that it clearly indicateq the
objectives and we wanted this measure
to be passed into law in this session
and therefore I hag proposed that the
Lok Sabha shoulg take it into consi-
deration. It was a private Member’s
motion that guggested a Select Com-~
mittee,

Another factor which I would ask
the House to take into account is my
comparat've ignorance of procedures
that have developed during my absence
from Delhi. I was a Member here
and 1 was a Minister for six years
and over. Sometimes we had a

. Select Committee in that House, some-
times we had a Joint Select Com-
mittee on the 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 accusto-
med to. I was not aware of the in-
novations—good ones undoubtedly—
that have been introduced in the pro-
cedureg during my rather infrequent
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visits to Delhi, Therefore I beg of the
hon, Members to accept my apoiogy
as being the chief architect of the
mistake, if a mistake has been parpet-
rated, 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 Parljament are
equal and gsovereign excepting in the
case of Money Bills in the case of
which for the purpose of definitely
fixing the responsibility of Govern-
ment some power hag been given to
the Lok Sabha because the Govern-
ment cannot be responsible to two
Houses. It can only be responsible
to one and therefore in the case of
Money Bills which throw oul the
Government if they are not sanction-
ed, the responsjbility is given to the
other House. Otherwige there 15 no
difference in the dignity and powers
of the two Houses, I am deeply
conscious of it and once again I ask
the hon. House to accept my apology.

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

Ser: T. T. KRISHNAMACHARI: I
would have very willingly agreed to
referring this to a Select Committee
of this House and moved a motion
myself fo 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 s wrong aad
they might think that there i3 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 mat-
ter in the discretion of the Govern-
ment of the day and therefore 1
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 Com-
mittee in the other House I shall also
agree to a Select Committee in ‘his
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 jtself, if I may
be somewhat simple, I would refer to
the stocy of tne miller, his son and
the ass. The miller and his son
stacted 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 1t 1eed
not be shot, And ultimately the ass
went overboard into the river. If I
accepted all the gdvice that was
given to me today I would be in the
same position and the Bil] should be
thrown overboard. And I have no
intention to do anything of that sort.

By and large hon. Members have
been very kind to me and I am grate-
ful to the hon. Member opposite for
the few kind words he said. Even
at this age—though I am not hand-
some—] am susceptible to praise I
should say. Even God is sus-eptible
to praise and why should not I? I 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 we 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 Finunce
Minister nor do I think a decoration
would satisfy me very much. There-
fore I shall live on praise hecause
sometimeg I do without food,

\

The objections to the Bill eoming
from my friend, Mr. Bhupesh Gupta,
go to the root causes. Mr. Bhupesh
Gupta has a mind which takes a very
broad view of things. He is, like
myself, suffering from what you might
call long sight. If I look ahead and
see the faces of people I cannot lock
into the typewritten script before me
because it takes me time to readjust
my eyes. Mr. Bhupesh Gupta has no
difficulty like that because he
never takesg an immediate view of the
situation ang that is why he- always
goes back to the fundamentals and
the fundamentals take us really {o

|
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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 docu-
ment of 1849 is a h.storical document.
But 1849 has gone, 1949 has g.ne and
we are now in 1964, The Communist
manifesto has b2en amended by Mr.
Lenin; it has been amended by Mr.
Stalin and it has been further amend-
ed by Mr. Khrushchev. And there is
a new version of it by Chairman

Mao.

Surt BHUPESH GUPTA: I may
tell you that nobody has amended
the Communist manifesto. The Com-

munist manifesto did not go to any
Select Committee,

Surr 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 docu-
ment sometime later; not yet, because
he is not ripe enough. Therefore we
proceed; we g0 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 pro-
gress a little further so that I can
accept his advice,

So far as thig particular measure
i3 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 ig not tight,
the noose is slightly tight. That is
where Mr. Santhanam and Mr. Bhu-
pesh Gupta both agree. Mr. Santha-
nam 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'.

Sarr K. SANTHANAM: But,

Sir
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Smrt T. T. KRISHNAMACHARI:
Please, I do not want an explana-

tion. I never jinterrupted the hon.
Member,

Sur1 K. SANTHANAM: But you
have misunderstood me. I approved

of the Bill to the extent it went but
1 wanted much more.

Some Hon. MEMBERS: That is
what he said.

-

Surt T. T. KRISHNAMACHARI: 1
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 bet~
ter one. Please go to the better one.
I can tell you if I am an authority
here whose advice is generally accep-
ted, I would try to simplify this
book because much of what it contains
15 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. Mem-
ber 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, I{ goes on from one
mistake to another, one set of propo-
sitions further multiplied by another
amendment which is even more ob-
scure than the one it seeks to amend.
T agree that everything can be bet-
tered, but I cannot ag a person who
1 suppose speaks the truth, truth-
tully tell the hon, Member that I am
bringing forward a Dbetter one 1
may bring another amendment, pro-
bably a larger one, with more clauses
than this one, but I am positive that
1 would not be able to promise Mr.
Santhanam or Members of this House
that it will be a betfer one.
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So, we are caught in this proeess
from time to time of amending it.
For having a comprehensive Bill we
should get to a stage when things
are peaceful, when even the Com-
munists will join the Congress Party.
Then, I think we can all sit down,
and as we did in the case of the
Constitution, go on peacefully dojng
the job. Now, there ig the job of
governing, answering questions, justi-
fying 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 g State
Government when the word ‘Govern-
ment’ i mention? 1 do not know
and 1 have not .ked for statistics
about what the State (Governments
have done, to whom 1" 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 Central] Government
and we will have to place before
Parliament any such proposal. There-
fore, there is a double check on that.
They cannot act hastily. An amend-
ment which one hon. friend has ap-
proved of—] 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 re-
gard to {rusts. I explained the posi-
tion at length originally. 1 said this
was the only way in which it could
be managed. I am not aboljshing
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 concernzd
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 he 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 magni-
tude which jt 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.

With regard to other matterg that
have been dealt with by hon. Mem-
bers, I think Mr, Pathak raiseq this
question of section 203. Well, Mr.
Pathak is a very eminent lawyer and
1 cannot question his interpretation
In fact, it would be unwise to do so.
Of course, we make laws and he in-
terprets 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 jntended to be
extended beyond that qualification.
Anyway, of course, he will be given
an opportunity to interpret it and I
have no doubt that lawyerg in this
country benefit by the mistakeg that
we made while enacting the Consti-
tution. I remember very well and I
think my hon, friend, Mr, Santha-
nam, who was my comrade in those
days, would bear 'me out when I say
that article 13 ag it then wag, article
19 as it is today, is a paradise for
lawyers. So, it has proved. I do
rot 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 my old age, when I
have no work to do and I lose my
job. B} l
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Surt BHUPESH GUPTA: You can
ask for some refund from Mr. Pathak.

Sur1 T, T, KRISHNAMACHARI: I
think I should claim g 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 law-
yers and judges and we can only
make laws. Therefore, section 208,
as I 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?

Surt G, S. PATHAK: That is all

right.

Sarr T. T. KRISHNAMACHARI: I
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 dea] with crores
of rupees without proper status. Of
course, the members of the Tribunal
do their work mnow 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 ang we have to
pamper their inclinations and procli-
vities. }

§

One point was raised by Mr.
Gurupada Swamy, wviz, why not
include other financial institutions?

They were left out advisedly, viz,, the
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[Shri T. T. Krishnamachari}
Inadusiwrial Finance  Corporation, the

State Finance Corporativn and the
State Bank tor that matter, Imagine
what the reaction of hon. Members

would be if I say that any loan g ven
by the State Bank can be converted
into equity. It would be what is called
reductio al absurdum and ridiculous
as some of our acts are. I do not pro-~
pose to go to that extent of making
the law and the Legislature matters
of ridicule. His advice no doubt is
well meant aad has been spelt out
intelligently, but I think it has no
app.ication in the present context of
things. And in any event once you
do that, Government will have no ins-
titutions. But there is one possibility,
The International Finance Corpora-
tion, 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 hoi Membe s also know
that institutions like the Life
Insurance Corporation and other
bndies 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 con.-
vert it into equity. That is a possi-
bility, 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 1 think
Mr. Bhupesh Gupta has been showing
interest in regard to the Campany
Law Department, which to me ig
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 some.
thing has happened in regard to the
Company Law Department, in regard
to the change-over.
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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.

SErr BHUPESH GUPTA: That is
not the point at all. I am not con-
cerned with that.

Surt T. T. KRISHNAMACHARI:
The point as 1 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 g 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 gomng to
keep him. I know what hon. Mem-
bers 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.

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

Serr T. T. KRISHNAMACHARI:
The hon. Member may object or not,
but sometimes we have to say , . .

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

you
you

Sert T. T. KRISHNAMACHARI:
I do not propose to it down.

Sarr BHUPESH GUPTA: I did
not mention it.

Tee VICE-CHAIRMAN
AgBAR Arr Knan): The
Minister is not yielding.

Srrt BHUPESH GUPTA: He should
interpret it rightly. I am not con-
cerned with the Secretary.

1

(SHR1
Finance
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Surt BHUPESH GUPTA: Sir, on
a3 pomt of order. Is it the right of the
Minister to put something in  the
mouth of a parson and then start
speaking? Please look up the pro-
ceelings, I gaij that it 15 a separate
entity It should not be dimumished
even under the Ministry of Finance.
I do not think I uttered “Secretary”
in the course of the discussion at ail
today Now the bhon, Miuster said
that I am speaking for the Secretary.
You take it from me that I am not
concerned with your Sec-etartes. If
vou think that is good, explain it to
the House. -

Surr T T KR'SHNAMACHARI:
In any cas» 1t was a matter men-
tioned again by Mr. Santhanam 1
thunk the Board 18 not a statutory
Board I may make it very clear. It

[ ] Hind; trans'iteration

Government to admimister the provi-
sions of the Companics Act The man
who wil be ultimataly responsible
for the good working of the Board 1
the Sccretary in-charge, the Secre-
tary of the Revenue Department.
Yherefore, I do not think there 1s
anything more for me to say.

Surt A. D MANI: I shculd like to
K tne Min.ster this Whan he says
that .t will not have a statutory
status, the Company Law Administra-
tion, wall 1ts reports be available tg
both the Houses of Parhament?
After all 1f a Board functions, we
have g5t a * ght t> know what advice
1t has tendered to Govarnment from
timas to time, the Company Law
Admimistration Board. Wil its reports
be available to both the Houses of
Par.iament?

Surr T T KRISHFNAMACHARI: It
is an adminis 1ative body. I s reports
are confidentizl It cannot ba given
to anybody,

Surt BHUPESH GUrTA: I should
1ke to know wnetner uadar the new
arrang:ment atl t1. fun.t ons that a e
assigned now to h: Compin Liw
Administration will also be discharg-
ed. That is numb:r onz Secondy,
I want to know whethor we are go.ng
to have regular repo ts, annual re-
ports, on the subjec. whi.h we can
discuss 1in this House

Tue VICE-CHAIRMAN (SHR1I AKB R
Arr Kuan): He has n wered =bout
the second. We wou'd like to have
answer about the firs..

Surr T. T KRISHNAMACHARI:
Thz Board 1s jast l1ke the Ceit-al
Board of Revenue It does not fur-
nish any report o Government
excepting its administration raport,
and here is nothing more that will
be done,

Surt BHUPESH GUPTA" It 1s a
~e= 015 matter Certamn rights of the
House have be.n taken awa-
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Tee VICE-CHAIRMAN (SHRI AKBAR
Avrr Knan): That 13 a qifferent matter.

Sur: BHUPESH GUPTA: You will
kindly understand that this 1s the point
that we raised here and Mr. Krish-
namachart should not have brought
In other things. All that we say 1s
that certain things existed that work-
ed to the detriment of control by the
public. That 1s all that we saxd. Now
he has told us that it will be g secret
department of the Government, We
shall not come into the picture.

Surt M P, BHARGAVA: Sir, be-
fore you put the amendment of Mr.
Patel to vote, I would iike to request
Mr. Patel that in view of the assur-
ances given by the Mimster and this
15 the House of elders, we should keep
in view the motto. “To err is human
and to forgive 1s divine”—1 would re-
quest him nof fo press his amend-
ment,

SHrr BHUPESH GUPTA: Mr. Vice-
Chairman, I would also hke to make
a equest Desp ¢z the provocation
the hon, Finance Minister has given
to me, I take h s assurance with regaid
to the Select Committee seriously,
and I think, that the amendment
should be withdrawn. Even if he
presses 1t, 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 1 ke to oblige the big business by
deferring 1t t1ll the next session
Therefore, you see, Mr., Krishnama-
chari, 1 agree with you,

Sarr DAHYABHAI V. PATEL:
Mr, Vice-Chairman, since that is the
mood of the House, I would not stand
in the way. I am part cularly 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 amendment was, by
withdrawn

leave,

*For text of amendment, vide col.
4217 supra).
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Tae VICE-CHAIRMAN (SHRT AKBAR
Arr KHAN): The question 1s:

“That the B:ill further to amend
the Companies Act, 1955 as passed
by the Lok Sabha, be taken nto
consideration.”

-

The motion was adopted

Tae VICE-CHAIRMAN (SHRI AKBAK
ArLr 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 mew  sections
after section 10 in Part I

Surr 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 appel-
lant of’ be deleted”

Surr DAHYABHAI V PATEL: Sir,
I move-

9. “That at page 5, lne 28 the
word ‘only’ be deleted.”

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 ques-
tion with the leave of the High
Court’ be inserted”

The questions were proposed,

T ot faAerpE wRRTETeR W

fear : &7 @ we g o § Ay
ATHFE TIAT FY, B SATATIHAT HY, 315 T3
Ffar & 1 Mg J, N T 9 o
g 98 BT w1 §F F9m, gy
FTM FIX 9T 99F o9 ¥ 518 5
T T3A7 & A 3T =vorw & HX S A|
qAIT TGT g WA &, WeAT WIS
IR TR FIT |
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A AT FAIGA F TN A A

wafg & & gav A ) Fam Ao
e T ZLE TG THAFIRE ¢

“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”?

AG Y Arvwar g & A8 ey
g aF Afiq afl Far 99 IF a8
qiFz & FIaQ H 9 W 1 g4
o § {4 g fagr & wi< s g
Wl AR IHAT A SHIHFTCHET |

Surt T. T. KRISHNAMACHARI:
The first amendment is a pure verbal
amendment. So far as Mr, Patel’s
amendment goes, I am afrad it is a
matter which makes a serious altera-
tion. Therefore I would not like to
accept it. I thought that the second
amendment of Mr., Chordia really
referred to g different clause altoge-
ther because his second amendment
goes into another page, page 6,

5 P.M.

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

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

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

Tue VICE-CHAIRMAN (SHRI AKBAR
Ar1 Kuan): Mr. Patel, would you

like to say something? }

Surr 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 consequen-
tially, as a corollary, that the right
of appeal should be given, If an error
is made the right of appeal should be
there. I do not see why I should
withdraw my amendment.

TeE VICE-CHAIRMAN (SHRI AKBAR
Arr Kuan): The question is:

*For texts of amendments, vide col.
4338 supra.
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9. “That at page 5, line 28, the
word ‘only’ be deleted.”

The motion was negatived.

Tre VICE-CHAIRMAN (SHRt AKBAR
Arr Kuan): 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
Aur Kuan): The question is:

11, “That at page 5, line 32, after
the word and figure ‘section 388D’
the words’ and on any other ques-
tion with the leave of the High
Court’ be inserted,

The motion was negatived,

Tre VICE-CHAIRMAN (SHRI AKBAR
Arr KuAn): 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 1A
after Part I :

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

TrE VICE-CHAIRMAN (SHERr AKBAR
Aur Kuax): There are no amend-
ments,

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

Surr T. T. KRISHNAMACHARI:
The hon. Member wanted to know if
there woud be a Report under section
638 of the Companies Act. There will
be a Report on the working and the
administration of the Companies Act

;
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[Shr:1 T. T. Krishnamachari)
and that will be placed before the
House It was coming berore the
Houuse and that w.ll come before 1t
again,

Seri BHUPESH GUPTA: Thank
you very mu.h. To err is human,
ggaun, But one good thing about
Shri Krishnamachar:i 1s that he cor-
rects himself much more quickiy than
others

THE VICE-CHAIRMAN (SHRT AKBAR
Aur Kuax): So, you can also learn
.something

Surt BHUPESH GUPTA: Why
shouid I learn? I have not commutted
any error in this. But here, Sir, I
have go. up to speak partly under a
provocation which I least expected
from the hon, Finance Minister, be-
cause you Wwill remember, Sir, that
our objection to this th ng was on the
ground that we were under the im-
pression—and sti] we are under the
impress on—that probably the func-
tions that are discharged by the Com-
pany Law Administration, irrespective
of the Ministry under which 1t' 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 ot the Company Law we had
pointed out time and again that we
wanted to arm the Government with
much more effective powers—and this
adminisiration—so that 1t could deal
with the malpractices of the various

" compames Here it was a question—
and it is a question of pr nciple for us,
and I can assure you that we, Mem-
bers 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 if
it were to be transferred to the Mini-
stry of Finance, we should like its
power to be strengthened no matter
who the Secretary is or whoever may
be put in-charge; we are not con-
cerned for 3 moment with that pro-
position at all Therefore, it is most
unfortunate that Shri Krishnamachari

[ RAJYA SABHA ]
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brought 1n the question of the Secre-
tary. 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 certain'y he 1s not being fair it
seems, to h g own Secretary. Well,
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 discusg i1t as before. But that
comes from the Companies Act itself,

Here again, I should like to make a
suggestion with regard to this Board.
Please note that I am not suggesting
any indrvidual, I do not have in mind
any mndividual at all because 1t is you—.
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 1s a sepa-
rate 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 ook-
ing much more effectively into the
affairs of the big business concerns.
I expressed my dissatisfaction here
about the manner in which the Com-
pany 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 matter.
Whoever comes to occupy su h a nnsi-
tion should be invested with effective
powers to deal with the corrupt b g
business in the countrv, and the M ni-
stry should not grudge powers be‘ng
given to such peovle I think it would
be a good thing if it were really to be
a geparate ent tv wi*h fu'l nowere as
if it were an autonomous bodv mav-
be, subiect to the superintendence and
control of the Ministry, because some-
times we find that various extraneous
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influences come in the way of the
functioning of such Boards or the
Company Law Admin.stration. For
example, politica] 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. Mini-
ster 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 Admi-
nistration is enjoying.

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 busi-
ness 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 gng the
head of this Board; well, I do not call
it a Department. This is all I have
to say with regard to this matter.

Sarr 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 1o
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 termg of certain other
ancillaries which will be helpful for
this and other bodies we have in the
Revenue Department.

I can assure him that the question
of interferin, with its normal work
is something which is not possible

881 RSD--8.
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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 Com-
pany Law Board will be a strong
administrative unit.

Tue VICE-CHAIRMAN (SHRI AKBAR
ALt KuAN): 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

Surr K. 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 Ccorpora-
tion set up by the Central or State
Government, as the case may be/
be inserted.”

4, “That at page 7, line 268 after
the words ‘Central Government’ the
words ‘“or the State Government or
any corporation set up by the Cen-
tral or State Government, as the
case may be,” be inserted.”

5. “That at page 8, line 8, after
the words ‘Centra] 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 insested, namely:—

‘(64) 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
1aid 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 succes-
sive sessions.’”

The questions were proposed,
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Surr K. V. KAGHUNATHA 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 Govern-
ments. It would be my humble sub-
mission 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 clavse reads:

“Notwithstanding anything con-
tained in the foregoing provisions of
this section where any debentures
have been issued to, or loans have
been obtained from, the Govern-
ment by a company, whether such
debentures have been issued or loang
have been obtained before or after
the commencement of the Compan-
ies (Amendment)y Act, 1963, ...

That is ths 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 inter-
preted to mean the State Govern-
ments. Next Sir, the clause contem-
plates 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 consider-
ed 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.

[ RAJYA SABHA ]
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On the contrary, by the various finan-
cia] institutions, like the Industrial
Finance Corporation, the Refinance
Corporation, and other developmental
corporationg like the Shipbuilding
Developmental Corporation, huge
loang have been given to the wvarious
private organisations, To give one in-
stance, the total amount of loans sanc-
tioned by the Indian Finance Corpo-
ration, during the last thirteen years
of its existence, up to 1-7-1961, was
Rs. 105.82 crores. I can quite under-
stand the argument advanced by the
hon. Finance Minister that the pur-
pose of thig 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 exam-
ple 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 homeo-
pathic doses. When we want to deal
with that evil we must have an ade-
quate measure of provisiong of law
a8s We have to treat a disease. That is
a major disease and mere homoeopa-
thic medicines will not cure a major
disease, like cancer or tuberculosis. You
wil] have to treat it with the proper
type of medicines in sufficient quanti-
ties, 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 piven are not merely
limited to the Centraj Govern'ment’s
and also the loans given by the orga-
nisations 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
the loang given by them into ghares,
they must have the freedom of power
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te act, and I have qualified this free-
dom 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 Govern-
ments 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
15 the intention, Sir, I 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,

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
vi renovating the unfortunate structure
i 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 res-
ponsibility or the social purpose in-
volved in thig matter, the mere facti
that the loans are converted into
shares does not solve any problem at
all. If we do not have sufficient con-
trol 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 fac-
tor regarding which these people who
are in-charge of the administration
will have to be careful and vigilant
about,

So, Sir. for these reasons, to put the
State Governmentg also on an equal
footing in relation to the Central Gov-
ernment, in relation to the loans
given by them, and wulse to include
the various financia] Corporations,
whether under the auspices of the
State Governments or under the
auspices of the Central Government,
I consider that these amendments are
necessary. If the hon. Finance Minis-
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ter thinkg that “Central Government”
would include State Governments
also, even then there is no harm in
accepting this amendment by way of
clarification,

Surt BHUPESH GUPTA: [ want to
speak on this, Here I would invite
your attention to sub-clause (b) of
clause 5. Now, I raised that point in
the course of the general discussion.
but the hon. Minister perhaps forgot
to answer it. Again, to err is humaa.
Now here, in the origina] 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 gr wany 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 ug 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: R

“ ... the Central Government

may, if in its opinion it is meces-
sary in the public interest so to do,
by order, direct that such deben-
tures or loans .. ."”

ete, etc , Now here it is quite clear
to see that the Government is abrid-
ging its powers as contemplated ori-
ginally in the Bill that was intro-
duced in the other House. Here,
when they introduced the words ‘pub-
lic 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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[ RAJYA SABHA ]

we assume, at least the Government

assume that they act in ‘public in-
terest’. Therefore, why these terms
have been introduced here except it
be for reducing the powers of the
Government? If I had a chance, 1
would have given 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 signi-
ficance and the connotation of this
change should be explained to this
House,

Ang 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 re-
covered. And what is the plan of the
Government with regard to  these
loans? The loans were given in 1954,
as I gaid, without any maturity date.
Then it was decided that from 1958
onwards they should be starting pay-
ing interest. Then Mr., Subramaniam
said here, only during the last Ses-
sion, or the Session before, that up
to that time, the time when he was
answering the question, not even in-
terest had been paid, although it
seems there was some talk or agree-
ment that interest at least should be
paid. Where do we stand with re-
gard to thes¢ 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 profifs, They ware
in a financial position to pay the
whole amount or to allow the Gov-
ernment to turn these loans Into
equity share. I should, therefore, im-
press upon the Government that they
should fix a 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, other-
wise, compulsorily the Government
should operate undep 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 responsibi-~
lity. 1 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 capi-
tal by participating in these two im-
portant vital concerns of this country.

Sir, we feel that these two com-
panies 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, get-
ting summons issued and so on. We
know how other loans are being
collected. But why are thege two
loans not being recovered by  the
Government when they are in a posi-
tion to pay, when so ‘much time has
passed? The Government should
give a proper explanation to the
country gso 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 posi-
tion and tell us when the public ex-
chequer is going to get Dback the
money which was given in 1954 under
an agreement, and which has been
fully taken advantage of by the pri-
vate sector, these two big tycoons in
the steel industry to make enormous
profits.
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regard to Mr. Raghunatha Reddy’s
amendment, Sir, the Government do
not contemplate to extend the scope
of this particular clause to loans
given by the Government to cor-
porations, So far as the position of
the State Governments is concerned,
I have indicated that there is a defi-
nition clause in the General Clauses
Act. Government means also the
State Government, If a State Govern-
ment has given a loan of this nature
and they want to take action, they
have to tell the Central Goverrment
and we have to place it before Parlia-
ment 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 wordg “in the public
interest” were put. I think it is
good for the Government to act on
its own and not on the whims and
fancies of a particular Minister.
There must be justification for every
act that the Government does, and
there is always justification in “pub-
lic interest’. Atter 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,

SHrr BHUPESH GUPTA: What
about the two loans?

Surr T. T. KRISHNAMACHARI: 1
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, I would only like to clarify
one matter, The words used in the
clause are, “If the Central Govern-
ment is of the opinion” .

Serr T. T. KRISHNAMACHARI:
There is no point in clarifying, I do
not agreeswith your intenpretation.
Sir, he cannot make a second speech,

Tae VICE-CHAIRMAN (SHRI AKBAR
Arr KHAN): He does not agree with
your interpretation, If you want, I
will give you a minute or two.

[ 19 DEC. 1963 ]
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Suar K. V. RAGHUNATHA REDY:
I am only clarifying the position,

Serr T. T. KRISHNAMACHARI:
There is no point in clarification,

THE VICE-CHAIRMAN;
ARBAR ALr KHAN): That
done,

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

(SHRI
you have

SHr1 T. T. KRISBENAMACHARE
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. If that is so, let it be so.

SHrt 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
ALl KHAN): You have repeated it
many times, Mr. Raghunatha Reddy,
would you like to press your amend-
ment?

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

VICE-CHAIRMAN
Arr KHAN): The

(SHERX
question

THE
AKBAR
is:

3. “That at page 7, lines 22-23,
for the word ‘Govermment ’the
words ‘Central Government or thv
State Government or any c¢Orpore
tion setup by the Central or State
Government, as the case may be,
inserted.”

The motion was negatived.

Tae VICE-CHAIRMAN (SHRI AKBAR
Avr 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.
Clauseg 6 and 7 were added to the Bill,

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

Surr V. M, CHORDIA: Sir, I move:

7.“That at page 10, line 10, after
the words ‘have heen’ the words ‘so
entitled’ be inserted.”

SHrRr 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 sec-
tion shall be inserted, namely:—

‘187B. (1) The Central Gov-
ernment may, by notification in
the Official Gazette, appoint a
person as public trustee to exer-
cise the rights and powers con-
ferred 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 refer-
red to as the trustee), the Cen-
tral Government may subject
to the provisions hereinafter
contained, direct the public
trustee to exercise at any meet-
ing of the company or at any
meeting of any class of mem-
bers of the company or at any
meeting of the debenture hol-
ders of the company, ag the case
may be, the same rights and
powers (including the right to
vote by proxy) as the trustee

[ RAJYA SABHA ]
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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 exerciged
except in a case where the Cen-
tra] Government is satisfled that
the trustee has in breach of
his duties as a trustee exercised
his voting right for the advance-
ment 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

(¢) any trustee against whom
this power has been exercised
shall have the right of appeal
to the High Court having juris-
diction in relation to the place
at which the registered office of
the company concerneq is situa-
ted. ” .

The questions were proposed.

At fwegATe  weAaTATA At
faar . Sqmwerd WEEw, Wi oTOd

frarg g ag &

“Provided that where the trustee
is appointed by the public trustee
as his proxy, the trustee shall be
entitled, notwithstanding anything
contained in any other provisions
of this Act, to exercise such rights
and powers in the same manner as
he would have been but for the
provisions of this section.”

dr “ as he would have been”
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A0 & 9% TS T AT AT § HTH &R

¢ as he would have been so entitleq’
IAFT TWE UT W@y g Al IW

aEg AT TEF GO TSRO gt

AT B 1 3 A i gfie §

# o Ber v FET far & # mm

F@r g fo 3@ ww fomr s,

AT AT WEIGH 1 Tg AF qi SEAHIT

a8 FT 70 ga av F& Aty T4

qE AT FHA 9T W |

Surt DAHYABHATL V., PATEL: Sir,
I have already given my reasens for
it. I have nothing to add.

SHrr 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 ig concerned, it is funda-
mental, It changes drastically the
shape of the particular clause. 1 reg-
ret, Sir, I am unable to agree.

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

Sarr V. M. CHORDIA: Yes, Sir.

Surr DAHYABHAI V. PATEL: ]
also press it

Tre VICE-CHAIRMAN (SHRI AKBAR
ALt K#AN): 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,

Tue VICE-CHAIRMAN (SHRI AKBAg
Arr KHAN): The question is:

[ 19 DEC. 1963 ]
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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 sec-
tion 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 sec-
tion.

{2) Notwithstanding anything
contained in this Act or any
other law or any contract, me-
morandum 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 Cen-
tra] Government may subject to
the provisions heretnafter con-
tained, direct the public {rustee
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 (in-
cluding the right to vote by
proxy) as the trustee would
exercise as a member or deben-
ture holder at such meeting and
thereupon the public trustee
shall, and the trustee shall noft,
exercise any such rights and
powers as aforesaid:

Provided that—

(a) the power under this sub-
section shall not be exercised ex-
cept in a case where the Central
Government is satisfied that the
trustee has in breach of his du-
ties as a trustee exercised his
voting right for the advance-
ment 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 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 juris-
diction in relation to the place
at which the registered office of
the company concerned is situat-
ed”)

The motion was negatived.

Tug VICE-CHAIRMAN (SHRI AKBAR
ALt 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

SHrr 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.”

Sart 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 Cen-
tral 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
86 to 41 and 1 to 3, respectively, be
deleted.”

The questions were proposed,

[ RAJYA SABHA ]
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ot frragar wrATRTEOR WR-
fym : STwamd " Em, W W@
FOA fagrm &7 T 3w € ard
T Sad Ft Afawd 1 fawen
#T WA FI TGN T o § SqH a5
AT T TAT | T 9 SUAT 3
g 3uF wwriq ag forar §

“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:”

A I WA GF IT B/ R T A G
wFy & dfere fRT gmet arfast orer 73
maAT feferom &Y ad gvrdy g &
T T §, 9 19 AT —

“Provided that the Central Gov-
ernment 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.”

qi= &7 Q2 7 31 9 Fg frdt g
¥ gue aOwe F& AT g ok
o I9&T fgaa w1 3 |ifF w9 3
A FX 999 999 & {6 g9 T FT7 Iq
g &t &, @t fwe st e frag sy
@& AT ITH HIET qg AT o TRl
& fp wore | ifew € 77§ 1% 37 Freont
§ i @i ¥ wafy & 9 § guN 79
AT #7 fagar fear §, 78 & Y
F WA § WHT w7 FROT & wFar §
foem et & over swaT e frar AR
fore a7t @rar o @y § 1 ¥y wAT A
T T & R oSER I wew Ay
g afad w@r ST wTE | gw Ay §
fr waw frdt S F @FT AT FOT A
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. AEwTE TXIT IR ARTLHBT S qHAT
- w5 ogmw Fw fram frgw
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* Sar DAHYABHAY V. PATEL: Sir,
I feel that to’éntrdst thé' “Judgment
of how the business should be con-
“icted ‘with the bfficinls ‘whelher they
have experience of business r. not is
not quite, fair., There shqgld be a pro-
per form in which this should be done.

The powery gwen, I feel, are too arbi-
frary. I am entlrely m agreement with

u.u" [ErSe X

“Shri Chordia and’the' Sxperxence of |

the past does not indicate that' the
powers that will be used by the-Gov-
ernment will givae eyverything desired.
We had the Mundhra deal and we had
., $he -raverse -Mundhra-deal ~also.~ W

’ had discussed lt in the House. before

and, therefore, I feel that these powers
are toe arbitrary: that the Gayernment
should decide who should be the ma-

. magerial' personnel;-how tevehange it,

: 7to* funetion” " nbrfhdlly, The ”

when to change it, etc,” ~Hhik-is- -ted
arbitrary and no business will be able
GuoVern-

rementls fudétion should be to ‘keep- the

_.these favouites.of the

¥ phent tzﬂ(ing a'ctlon aggmg‘;
=+ ﬂp nqt be‘have propeﬂv w o m,é ap-,

Business straight but todgd do Tar ‘as
to interfere with the day-to-day
affairs, and to—-change the mana-~
gerial personnel, I think, is going too
far .and whpm..is. . the- Gevemnment
. gomg to put? Look at the experience
the Sta unc{ertak;, RES.WVhat is the
mterest that the Government is get-
g from the State underiakings? Are

- .Gevernment

bemg put on undertakings which the
Govemmem da npt, Ji§e oz perhans
whom the Government disapproved?
I have no, obwectlon tp the Gpvern—
op,le who

..L } DEC..1963 ]

i

o

-in the Vivian Bose Report—the

.
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p,;oprlate money., Let me make my-
self clear and I t%mk there is sufficiens
poxyer in the éompames Act, 3s it
exists to- day, to take it. These are
too drastzc powers. Why not say that
Yoy wa;lt to take over all business?

Qust BHUPESH GUPTA: Sir, I op~
posg his amendment and 1 would like

r the (Government to create such autho-

~ritieg -with much greater power than
Jhe has actually given, Here I would

_ like,to make constructive suggestions.

These are as follows. First of all, all
these people who have been named
ten
pergpns——-shouldr not be allowed to sit
on, any Board of Direetors.

“The "VICE-CHAIRMAN (SHRr AKBAR
ArrvKHANS: Do you think that it is
relevant at this stage?

™ Surr BHUPESH GUPTA: It is rele-
vant bacause he has sad what kind
of peaple should be there,

Tre VICE-CHAIRMAN (SHRI AKBAR
A KHaN): The Gowvernment is  not
accepting it.. .

» Surt BHUPESH GUPTA: How do
I know? He has not spoken yet.

. SEmt T. T. KRISHNAMACHARI:

I beg of the hon. Member to let this
be passed. I know his views. Let us
pass this Bill. "Théfe is no point in
'g8Ing ifto the ‘past. "I request the-hon.
Member,.let, us finish, this thing. Thare
is no point in go'ng into something
extranequs. .

Teeg VICE-CHAIRMAN (SHRI AKBAR
ALy TQH:AN) He knows about ‘vamn
Bose and all that.

- -8pr1 BHUPESH. GUPTA Al} that I
say is, there should be a rule by which
the officer should go and the rules
should be that any person against

. whem there is suspicion shpuld pot be

allowed to sit on a Board of Directers
and if they happen to be managerial
- personnel, théy should be removed by
the Gdvernment. Thig is all ‘thm }

. i
wish to feil him. . e

Il
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Surr T. T. KRISHNAMACHARI:
In regard to what the hon. Member,
Shri Chordia said, we have already
provided that it there is going to be
any remission, it can only be with the
concurrence of the Tribunal and the
Government must state its case in writ-
ing to the Tribunal why it wants a
revision, and this question of putting
in the Official Gazetfe is needless in
a matter like this. So far as the series
of amendments of Mr. Pate] 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 amend-
ments. We are following a path in-
between Mr. Gupta and Mr, Patel and
as always people who walk in-bet-
ween, we are apt to fall now and
again, It may be that we might err
but I hope we will reach the goal ulti-
mately. I am unable to accept the
amendments,

Sarr BHUPESH GUPTA: Lean to-
wards Mr. Gupta, it is safer.

Trr VICE-CHAIRMAN (SHRI AXKBAR
Aur KHAN): The question is:

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.”

The motion was negatived,
Traz VICE-CHATRMAN (SHRT AKBAR

Arr KHAN): The question is:

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 substi-
tuted.”

The motion was negatived.

Tre VICE-CHAIRMAN (SHRr AKBAR
Avr KnaN): The question is:

14, “That at page 11, line 8, the
words ‘negligence or' be deleted.”

‘The motion was negatived,

[ RAJYA SABHA ]
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Trr VICE-CHAIRMAN (SHRI AKBAR
Atr KHAN): The question is:

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

The motion was negatived.

THE VICE-CHAIRMAN (SHRI AXBAR
Arr KHAN): The question is:

18. “That at pages 12 and 13, lines
36 to 41 and 1 to 3, respectively, be
deleted.” .

The motion was negatived,

THE VICE-CHAIRMAN (SHRI AXBAR
Avr K©BAN): The question is:

“That clause 9 stand part of the
Bill” i

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

Clauses 10 to 14 were added to the
Bill, |

Clause 1, the Enacting Formula and
the Title were added to the Bilj,

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

“That the Bil] be passed.”

The question was put and the motion
was adopted.

Tre VICE-CHAIRMAN (Snrr AKBAR
ALt KHAN): There is a Message from
the Lok Sabha.

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

SECRETARY: Sir, I 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 provisionse
of Rule 98 of the Rulea of Procedure
and Conduct of Business in Lok



