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THE COMPANIES BILL, 1955
—contd.

Mr. CHAIRMAN: Mr. Bhupesh

Gupta.

Surt BHUPESH GUPTA (West

Bengal): Sir, I could not finish on
Saturday when the House adjourned
and I was suggesting an amendment
to clause 237. My amendment was
that the grounds for ordering investi-
gation into the company’s affairs
should include cases where there is an
intent to defraud, or evade any obli-
gation towards, any of its employees.
That is to say, I want that the scope
of this provision, namely clause 237,
should be widened so that a large
number of cases are covered. In that
connection, I also mentioned, in par-
ticular, that, when the company is be-
ing run in a manner oppressive of its
employees or with an intent to de-
fraud, or evade any obligation to-
wards, any of its employees apart
from its shareholders, such cases
should also be brought within the
purview of this measure. I gave the
instance of Messrs. Bennett Cole-
man & Co. which was running a num-
ber of newspapers in Calcutta. The
‘Satyayug’ and the ‘Times of Indig’
were also brought out there. The
company was running the papers in a
highly oppressive manner. I did not
go into that case because the matter
was referred to the Tribunal and even
to-day the award of the Tribunal, in
some respects, has not been given
effect to. Now, as you know, sud-
cdenly and without proper notice, the
papers were closed down. A number
of employees including a good num-
ber of journalists of course, were
thrown on the streets and they were
not given even compensation in lieu
of notice. Such is the case. We came
to know of these things before. be-
cause for months preceding the actual
closure, the company was behaving in
a manner highly detrimental to the
interests of the shareholders and. of
course, most detrimental to the inter-
ests of the journalists. Representa-
tions were made to labour officers and
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to Government authorities there, and,
of course, also to the chief bosses.
Nothing was done. I can give you
many more examples. I will just
give another example.

Mgr. CHAIRMAN: One will do.

Surt BHUPESH GUPTA: That is
the example of the Bharat......

Mr. CHAIRMAN: One will do.

Surt BHUPESH GUPTA: This
example I will have to give. This is
most important. XKindly permit me
because I will not speak on others. I
am very well conversant with the
Pharat Fire and General Insurance
Co. Limited.

[

As you know, this concern was sud-
denly closed down. And even before
it was closed down, the Bharat Fire
Insurance Employees’ Union submitted
a memorandum to Members of Par-
liament which, I believe, is now in
the possession of the Government. It
is pointed out in the memorandum:

“Similarly the money loaned to
the relations also becomes bad debt
in due course.”

“Similar procedure is now be-
ing adopted in the case of Messrs.
BHARAT FIRE & GENERAL INSU-
RANCE LIMITED. Out of its capi-
tal, already huge sums amounting
to several lacs have been invested
in many DALMIA CONCERNS and
losses to the tune of SEVEN to
EIGHT LACS have been caused to
the Company through such invest-
ments. A latest list of the Com-
pany’s major investments, as also
the major losses suffered by it so
far, is given in Schedule (I) attach-
ed to this memorandum. The Com-
pany has already been split into
Registered and Control Office and
the Directors, after the closure of
the Insurance business, and there-
by, of the Control Office and its
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Branches have decided to create an
investment concern with the capi-
tal of the Company, to satisfy the
lust of the DALMIA GROUP in
throttling yet another public con-
cern and swindling its capital for
their own benefits.”

Towards the end, we find again:

“The main facilities by the above
gentlemen expected from this Com-
pany were to get maximum percent-
age of illegal commission over and
above the legal commission allow-
ed by the Insurance Act, and to get
huge amounts through creating
bogus claims in which they suc-
ceeded for some years......"”

“It will be of interest to mention
that photostat copies of some of the
signed correspondence exchanged
between the SAHU BROTHERS and
the ex-General Manager of the Com-
pany, Mr. P. P. Gupta, wherein
they had clearly asked for the in-
crease in rebate from 30 to 40%, if
the business was to be continued
with BHARAT FIRE were submit-
ted to various officials of Finance
Ministry including the Controller of
Insurance for their information and
necessary action against such mal-
practices, a clear breach of provi-
sions of the Insurance Act, commit-
ted bv two big persons, SETH
SHANTI PRASAD JAIN, the mil-
lionaire, ex-President of Indian
Chamber of Commerce and Indus-

trv and SETH SHRIYANS PRASAD
JAIN”

An hon. Member of this Ilouse--T
will mention him.

...... We regret that because of
the high positions enjoyed by these
persons, the matter was shelved by
the Authorities.

“At this stage SHRI CHIRANJI-
1.ALL GOENKA again appeared on
the scene in the year 1952 and
offered to pay 40 to 45 per cent. com-
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mission to SETH JAIDYAL DAL-
MIA on his business, whereas he
was getting only about 30 per cent.
commission from Bharat Fire. He
decided to implement his plans in
collaboration of the said gentlemen.

“From all the above it will be
seen that the management of the
Company is in no way justified in
taking the decision for closure which
is pregnant with the black motive
of mis-appropriation of public
money and also threatens more than
one hundred families with unemp-
loyment in these critical days. The
Insurance Act does not allow for
voluntary closure of an Insurance
Company on grounds as are advo-
cated by the management and it is
also against the Company’s Act to
wind up a limited concern without
any proper reason or sanction of
the authorities concerned.”

Then, there are many figures and
other things are also given. The
Union demanded the appointment of
an investigation commission to
enquire into the affairs of the com-
pany particularly the investment and
illegal rebating and malpractices, and
demanded that the decision to close
the Insurance business should be
quashed.

This was the memorandum circulat-
ed to Members of Parliament to which
many Members did not pay due
attention. To-day, after the arrest of
one of the most important magnates
in the business world, we can say that
the stand of the employees has been
vindicated.

Mr. CHAIRMAN: Mr. Bhupesh
Gupta, let us proceed with the amend-
ment,

Sarr BHUPESH GUPTA: I will
come to it. We wish all good luck to
the small shareholders, policy holders,
and to the employees of this concern.
But for them, it would not have been
possible to apprehend a particular
person and hold him on a charge of
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embezzlement of public funds to the
tune of over two crores of rupees.

Sir, when I mention such things in
this House, some hon. Members feel
that we make allegations out of our
head and that we are not justified in
it. Bo-day at least, we stand vindi-
cated. This document has been in our
possession for some time. This is
how one of the biggest concerns is
being run to the detriment simultan-
ecusly of the shareholders, the policy-
holders and the employees. Hon.
Members on that side of the House......

Mr. CHAIRMAN: Please proceed

to the amendment.

Surr JASPAT ROY KAPOOR
(Uttar Pradesh): On a point of order,
Sir, T am much constrained to rise.
Can a Member move an amendment
and speak on it, though that amend-
ment is already covered by the origi-
nal clause in the Bill? You may
please refer to clause 237, Part (i)
of sub-clause (b) which says “may
do so if, in the opinion of the Central
Government, there are circumstances
suggesting—

“(i) that the business of the com-
pany is being conducted with
intent to defraud its creditors,
members or any other persons.”

I draw your attention to the words
“or any other persons,” and then, “or
otherwise for a fraudulent or unlaw-
ful purpose”. Mr. Bhupesh Gupta’s
amendment suggests that after the
words “unlawful purpose”, the words
“or with intent to defraud, or evade
any obligation towards, any of its
employees,” be inserted.

Now, employees are obviously
covered by “any other person”,
and this interest is also covered by
the words, “or otherwise for a fraudu-
lent or unlawful purpose”. Mr. Bhu-
pesh Gupta’s amendment does not say
anything which is not even now con-
tained in this clause. On the other
hand, it may restrict its application.

83 R.S.D.—3.
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Tue MINISTER ror FINANCE
(Sert C. D. DesuMmukH): I have read
the amendment. The first point is
correct. That is to say, if we are
dealing with “defraud”, then certain-
ly “other persons” include employees.
Now the amendment goes on to say
“with intent to evade any obligation
towards”. That is not contained in
any part of the clause, and Mr. Bhu-
pesh Gupta may say that this further
thing may be provided in the clause.
Sir, I am not agreeing with the amend-
ment. I shall look into it at the pro-
per time but certainly that is a new
matter.

SHrRI JASPAT ROY KAPOOR: It is
for you to consider finally whether
it is not covered by “or otherwise for
a fraudulent or unlawful purpose”.

Mr. CHAIRMAN: It is more specific,
and therefore not out of order.

Surt BHUPESH GUPTA: I am very
thankful to the Finance Minister for
the forthright interpretation of this
amendment, but for the life of me,
I can never make sense to Shri Jaspat
Roy Kapoor. Why, I do not know.
I should have thought that if he had
carefully read it, he would have
found that my amendment is some-
thing more than what he says. I hope
he has listened to the Finance Minis-
ter.

Now, Sir, naturally I am not con-
cerned whether immediately the Fin-
ance Minister would accept it. I am
advancing my arguments in favour of
it I have given you one important
case. I would not make any comment
on that case because it may be sub-
judice, but all that I want to say is
that certain things had appeared
before and the Government had enact-
ed the laws much later and certain
things are still in the process. Sir, I
do say that “obligation towards
any of its employees” is most import-
ant, and I think the hon. the Finance
Minister has got me right if he does
not disagree with me. I say that we
should so arrange in these companies’
affairs that the employers are put



Companies

4567
[Shri Bhupesh Gupta.]

under certain obligations with regard
to their employees. Declaration of
lockout and closure of companies
suddenly result in the denial of cer-
tain very elementary rights and ame-
nities that the workers should enjoy.
For running a joint stock company,
all these things are very important,
especially when 1t is an industrial
concern. But the Companies Bill does
not make any such provision. So,
all that I ask is that if there
is a reasonable complaint that
certain things are not being done
or that certain wrong things are
heing done, there should be investi-
gation, especially when we find that
the elementary and the very funda-
mental obligations towards the em-
ployees are not being fulfilled.

Here again, I request the Finance
Minister—I know it does not relate
to his department, but since we are
dealing with the provision whether
the investigation should be instituted,
1 think I am relevant as far as my
suggestions go.

In “Swadhinata”, theie is a photo-
graph of an employee of New Cinema
in Asansol, who had been beaten for
doing certain things. Applications
were made and complaints were lod-
ged with the local labour authorities.
Nobody intervened. Such things do
take place 1n very many industrial
undertakings of our counfry. Here
are the photographs of Biren Phuken
and Mohammad Siddiq. The first is
an employee of Shimola Colliery
owned by the British. There was an
adjudication in regard to a trade dis-
pute between the employees and the
employers of the colliery and the boss-
es resorted to victimization—dismis-
sal, suspension, charge-sheeting and
all that. Notcontent with that, they
engaged their goonda gangs to beat
up workers. The other is the photo
of a worker who had been injured by
the hirelings of the employers. Now
this Bengal Coal Co., wxhich made a
profit of Rs. 1,39,75,000 in 1954, would
not accede to any of the legitimate

[ RAJYA SABHA ]

Bill, 1955 4568

demands of the workers. This is how
things go on in a number of concerns.
I don’t say that such barbarities take
place 1n every concern but you will
always 1ind some concerns, especially
where the trade union organisation is
not strong enough, that the employer
resorts to medieval methods of oppres-
sion. When allegations of such
oppression are made, I think it is fit
and proper to immediately institute
an enquiry.

Mr. CHAIRMAN: You have already
taken 15 minutes.

SEKI DAUVPEDSH GUPTA: As you
know, Sir, our labour laws are not
very complete. Therefore, a large
number of our concerns are guilty of
such things and I hope that the Gov-
ernment should accept this amend-
ment. I do not see why the Finance
Minister should not accept this amend-
ment. Sir, it is a very reasonable
amendment. It fits into his line of
thought in regard to this matter. T
do not think it is his contention here,
that if a concern indulges in this kind
of oppression or evasion,—the ele-
mentary  obligations under law
towards its employees—it should be
exempted from enquiry and investi-
gation. I think that is the least he
can do in the interest of the people.
the employees and the workers, who
are subjected to all kinds of tyran-
nies at the hands of their bosses.

Su#rr C. D. DESHMUKH: Sir, I
understand the reasons which have
impelled the hon. Member to suggest
the amendments. His quick sympa-
thy with labour is something which
is bound to find a response in our
hearts. Nevertheless, I feel, Sir, the
remedy is not what he suggests. He
gave the instance of a worker who
was beaten and the police did not
take any action. I should say that, in
that case, there is something wrong
either with the police or with the
allegation. Anyway, it is not an inci-
dent that can be dealt with under the
Company Law. You have to do some-
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thing about the police,
methods of investigation.

about their

Surt BHUPESH GUPTA: For the
goondas maintained by the employers?

Surr C. D. DESHMUKH:  Oppres-
tion is such a general term which cer-
tamnly includes beating, but beating
must be dealt with not under the
Company Law but under the Indian
Penal Code.

1)

Similarly when he says “defraud”
as I pointed out, in the case of an
intention to defraud the employee,
they are fully protected; it is common
ground, and Shri Bhupesh Gupta will
accept that ‘“other persons” must
include “employees”. And if there is
a complaint from the employees of an
attempt to defraud, then certainly
under the clause, as it stands an
investigation can be made. When he
goes on to say that whether there is
intention to evade an obligation, it
leads you to the question of what is
“obligation”. Is it a kind of general
moral obligation?

Surt BHUPESH GUPTA:
under law.

Even

Surt C. D. DESHMUKH: Therefore,
one must make a distinction between
general moral obligation to keep a
concern going so as not to rob the
employees of their livelihood and a
legal obligation. That is not an obli-
gation which has been adjudicated in
a court of law. If it is not, then it
could only be a case which could be
dealt with under some specific law
deciding what the obligations are.

Now, as I had occasion to point out
the other day in some connection, the
Industrial Disputes Act, or any other
Act bearing on labour relations, takes
care of these matters. In other
words if it is a dispute as to what

the obligations towards employees are, '

it can be defined in legal terms. If
there is no agreement, the dispute
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goes to the adjudicator and it is only
then that we know what the obliga-
tions are. Now, once a court or a
tribunal or any other body is seized
of this matter, the law which provides
for the appointment of these tribunals
and which provides for the imple-
mentation of the awards takes care of
these matters. Therefore, we shall
never find—unless all that part of the
law has operated—whether there 1s
any intention to evade any obligation,
because the obligation must be such
as is established by the process of
law. That is why I feel that merely
by inserting these words here, you
wiil not be able to arrive at what is
the obligation which 1s sought to be
evaded.

Is it a moral obligation? If so, 1t
is very indefinite. If it is not a moral
obligation, and if it is a legal obliga-
tion, then, it must have been decided
under some other process not laid
down by this law. Therefore, either
it will be a duplication of remedies
or it will be importing something
which is not capable of being dealt
with in a statutory way. That is my
reason for not being able to accept
the amendments.

Sart BHUPESH GUPTA: Sir, I am
not seeking here any remedy on
behalf of a particular aggrieved
worker. But when such oppression
takes place, legal or moral, I think
that should be a valid ground for
investigation.

Mr. CHAIRMAN: The question is:

204. “That at page 125, line 23,
after the words ‘unlawful purpose’,
the words ‘or with intent to defraud,
or evade any obligation towards,
any of its employees’ be inserted.”

The motion was negatived.

Mgr. CHAIRMAN: The question is:

“That clause 237 stand part of the
Bill.”

The motion was adopted.
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Clause 237 was added to the Bill.

Clauses 238 to 241 were added to the
Bill.

MRr. CHAIRMAN: Then, we come to
clause 242. There is one amendment,
No. 66 in List No. 1. But Kazi
Karimuddin is not here.

Clause 242 was added to the Bill.

Clauses 243 to 251 were added to the
Bill.

Clause 252 (Minimum number of
directors )

Surt C. P. PARIKH
Sir, I move:

127. “That at page 135—

(Bombay):

(i) at the end of line 22, after
the word ‘directors’, the words
‘one of whom shall be a technician
possessing a diploma or a degree
if the company is a manufactur-
ing company and has a paid up
capital of over four lakhs and
fifty thousand rupees’ be inserted;
and

(ii) after line 26, the following

Explanation be inserted, name-
ly:—

Explanation.—For the pur-
poses of sub-section (1), a
manufacturing company is a

eompany to which the Factories
Act, 1948 applies.”

Surr JASPAT ROY KAPOOR: Sir,
1 move:

259. “That at page 135, at the end
of line 22, after the word ‘directors’
the words ‘in addition to at least
one director elected in the pres-
cribed marner by the permanent
employees of the company, includ-
ing labourers, from amongst them-
selves be inserted.”

Mgr, CHAIRMAN: The clause and
the amendments are open for discus-
sion.

[ RAJYA SABHA ]
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Sur1 C. P, PARIKH: Sir, I have
moved many amendments to this Bill,
and I consider that this amendment
is the most important of all the
amendments that I have moved. And
I will now try to explain to the House
the necessity of considering it and
accepting it.

Sir, I say that the managing agency
system has got to be improved to the
best possible extent, and the number
of abuses has got to be minimised in
order that the system should be res-
pected in the country......

Surt JASPAT ROY KAPOOR:
What is that amendment?

Sarr C. P. PARIKH: No. 127.

Surt JASPAT ROY KAPOOR:
May I, Sir, in this connection make
a submission? Formerly, we used to
get consolidated lists of amendments
which we could easily refer to, but
now we are not getting any consoli-
dated list.

Surr B. C. GHOSE (West Bengal):
They are coming late in the evening.
What can the office do?

Suarr BHUPESH GUPTA: They are
supplying these things, regularly. And
it is really a hard job for them. I do
not think we should ask for a conso-
lidated list.

Surr C. P. PARIKH: Then, Sir, so
many loopholes have been plugged
already, and I consider that the sys-
tem will be respected in the country
if this clause, as proposed to be
amended by my amendment, is con-
sidered by the Finance Minister.

Now, Sir, the purport of my amend-
ment is this, In every public limited
company there should be one director
who 1is a technlelan, possessing a
diploma or a degree, if the company is
a manufacturing company and has a
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fifty thousand rupees.

Surt KISHEN CHAND (Hydera-
bad) On a poirt of order, Sir. This
clause relates to the minimum num-
ber of directors. I, therefore, think

that this amendment, i1f at all to be
\(/pgx_d_-li%w\mmrot over four lakhs and

; d have been moved to
ciause 255, and not to clause 252, as
this amendment deals with the quali-
fications of directors. Clause 252
relates only to the minmimum number
of directocs.

Surt C. P. PARIKH. Sir, the hon.
Member very well understands it In
this minimum number there should
be a mumimum, and I have suggested
iIn my amendment that one of them
should be a technician. One of the
three directors should be a techni-
cian.

Now, Sir, I want to pomnt out that
the manufacturing companies are run
with the help of finance, technical
knowledge and managerial ability, as
aiso organisational power. As far as
finance 1s concerned, Sir, most of the
directors arc representing finance, and
as far as managerial and organisa-
ttonal ability 1s concerned, there are
other directors who represent that.
But as regards the proper running of
the concern, technical knowledge 1s
very important, I can well understand,
Sir, that all manufacturing concerns
employ technicians, but they are only
employees And as employees they
have got no status as a director has.
By this amendinent, I want to give
some status to the technicians I do
not mind, Sir, if that technician 1s a
relative of the managing agents th_m-
selves, or he is a relative of the direc-
tor, or he is an outsider, or a member
of the secretaries and treasurers’ firm.
He may be from any realm of th}s
category, but he should be a techni-
clan, possessing a diploma or a degree:
Let there be no confusion with regard
to a diploma or a degree, because
rules should be prescribed for each
industry.
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Now, Sir, the problem 1s narrowea
down to a few companies 1n India.
There are 12,000 public limited com-
panies, and out of them, this clause
will apply to only 1,350 companies,
because only 1,350 companies, which
are public Iimited companies, have a
paid-up capital of over Rs. 44 lakhs.
And what are they? They are, cotton
textiles 330, jute 72, won and stees
3, engieering 150, sugar 98, chemucals
73, paper 26, vegetable o1l 40, cement
oV, tea plantations 110, electricity 79,
shipping 20, and sundries 336. Now,
out of these 1,352 public imited com-
panies, with a paid-up capital of Rg.
5 lakhs and over, I say, Sir, about 300
nhave technicians on their boards,
Therefore, the problem 1s narrowea
down, and there are only 1,000 com-
banles n India which are not having,
«1 my opinion, any technical persons
on the boards. I think, Sir, that
especially in the case of engineering,
chemical ang electricity companies,
such a Trepresentation s absolutely
essential, because the activities of sucn
a company cannot be carried on In a
most efficient and productive manner,
and to the benefit of all concerned—
the shareholders as well as the
employees—unjess such representation
Is there. What 1s the bosition of a tech-
nician at present 1n such companjes
where there are no dwrectors on the
boards? These persons are under the
control of the managing directors or
the managing agents. And, therefore,
they have to blead with them 1n regard
to the difficulties In  the progress
of the Industry, and how 1t can be
achieved. And 1t 1s up to them to
accept his advice or not to accept
1t. But when he js on the board
of directors, his advice 1s discussed mn
the board, and various opinions are
expressed. Therefore, 1 say, Sir, that
¥ my amendment 1s  accepted, the
concerns which are not efficiently
managed, will be improved to a con-
siderable extent.

Mr DEPUTY CHAIRMAN: That
will do, Mr. Parikh. I think the
Finance Minister has fully understood
the import of your amendment.
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Sarr C. P. PARIKH: Sir, I want
the Finance Minister as well as the
Members of this House to understand
it. 1 have taken only five minutes,
and 1 want at least fifteen minutes
further, because I  consider this
amendment as the most important
amendment, because it goes at the
very root of the managing agency
system. I am not going to be irrele-
vant.

Mr. DEPUTY CHAIRMAN: Please
try to finish 1t in five minutes.

Surr C. P. PARIKH: Sir} I want
this amendment to be  discussed
threadbare in the House. And I will

try to be very brief. The whole
point is that the Finance Minister 1s
very well aware of this, and I hope
he will consider 1t very sympatheti-
cally. 1 think, Sir technicians can
very well discharge their duties when
they are on the board of directors.
With that idea, Sir, I have moved this
amendment,

The importance of the amendment
will be realised when I say that in
every industry that I have mention-
ed, only 10 per cent. to 15 per cent.
of the units are efficient and the rest,
85 per cent. of the units are ineffi-
cient. If you examine the profit-
making capacity of each industry, you
will find that only 15 per cent. of the
companies are efficient or are making
profits, are treating their labour well,
and sufficiently remunerating their
shareholders; in the rest 85 per cent,
a lot of improvement is necessary and

this amendment is one of the
ways of effecting that improve-
ment. The question will be raised

about shareholding qualifications. 1
think the qualifications clause will be
coming up subsequently. In another

clause, clause 198, we have fixed
the rate of remuneration of
the directors. If the principle

of my present amendment js
accepted, then, we must say that for
purposes of clause 198 a technician
should not be considered as a direc~
tor. If you accept the principle, then
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there is no difficulty in having this
way in which I
have put it; if any changes are consi-
dered necessary in it, I am guite will-
g to accept them. Sir, as I said,
there are varying degrees of earning
capacity. Out of 30 thousand compa-
nies in India, only 9,900 are assessed
for income-tax. ‘L'he rest of the com-
panies are not assessed. The 10,000
companies that are assessed for
income-tax, pay income-tax and
super-tax to the extent of Rs. 210
crores. Out of these 10,000 companies,
which pay income-tax and super-tax
on about Rs. 210 crores. 775 compa-
nies pay income-tax and super-tax
on Rs. 175 crores; that is to say, 80
per cent. of the tax is paid by 775
companies out of 10,000 companies.
From these figures, the efficiency of
th rest can be realised. Even out of
these 775 copmanies. 62 companies
earn Rs. 45 crores; that is to say, the
62 companies earn nearly one-fourth.
Out of these 62 companies, 31 compa-
nies are managed by foreigners. Why?
It is because they alone have got the
technical know-how. We awve grate-
ful to these foreign companies for
promoting the industrial progress ot
this country, but we cannot expect
that this foreign technical know-how
will be forthcoming in all the future
years. Therefore, we have to train
enough technicians to cover all the
requirements of our country in order
that the industrial progress, promo-
tion and growth of this country may
go on smoothly. For this purpose it
is necessary that we must establish-
post-graduate courses in many of the
technical subjects, and these technical
people should also know that they
would be given positions of respect
in the industrial organisation of
the country. This is the only
guarantee to see that these
people get sufficiently enthusiastic
about such training. At present the
training is not up to the degree that is
desired, and so for post-graduate
courses, our students go abroad. At
present these people know that there
is no equality for them in the indus-
trial set up. I will be moving another

Bill, 1955
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amendment subsequently that the | post-graduate training courses in
managing agents will have to pay | mechanical engineering, chemical
12 per cent of their commission to | engineering, mining engineering,

these technicians. The companies
should not collect merely the finan-
ciers. Companies are managed by
financiers as well as by technicians.
We must take the lead in this respect
and place these people on a footing
of equality in the management. We
are often comparing our industrial
progress with that of foreign coun-
tries. The hon. Minister for Com-
merce and Industry said that he would
Iike this country to attain the indus-
trial development of Germany or
Japan in another seven years. I fully
agree with him, but to achieve this
aim, there must be some equality
between financiers and technicians.
If we accept this amendment, a proper
atmosphere will be created in the
country and technicians will know
that they have some future in the
country; and that ability will be
recognised. At present, this is not
recognised, because the technicians are
not so well organised as the other
employees, as the workers or even as
the flnanciers, because they have a
sense of self-respect and they do not
want to go into all sorts of arguments
and to beg of others. Now, if the
managing agent’s sons, brothers, ete,
are appointed as technicians, there will
be no need to appoint a technician
on the board. But at least
there must be one person on
the board with technical know-
ledge. Many of the financiers today
are sending their sons out of India
for technical training. We are often
comparing us with the U. 8. A., or the
U. K. That comparison is wrong,
because in those countries technical
knowledége is far advanced. At

least 50 'per cent. of the financiers in
those countries possess technical
knowledge and, therefore, on the

board, there are financiers as well as
technical people present. We cannot
compare our country with them. In
our country, there is either finance or
technical knowledge. The two do not
go together, and that is why, Sir, I
move this amendment. We must have

marine engineering, etc. Such training
facilities are not available in India at
present, and therefore, we have to
send our students abroad. We should
see that these technicians have ade-
quate remuneration and security of
tenure. For this, my amendment is
necessary. They say that the indus-
trialists will do it voluntarily. Sir,
the industrialists and the financiers
are not going to do the things which
we desire them to do of their own
accord. Otherwise, this Bill would
not have come before this House. We
have had to put so many obligations
and restrictions on them, because
their associations have not exercised
proper contral. So many representa-
tions were made to the Finance Minis-
ter as regards this Bill, that this Bill
will operate harshly and to the pre-
judice of the industrial progress of
this country, but wherever there were
loopholes in the bill, they did not say
anything about them. For example,
the definition of the word “associate”
was there, and it was practically very
loose but no association and no finan-
cier had said that this definition should
be tightened in the interest of the
country, because they knew that this
might bring indirect benefits to their
relatives, etec. We discussed this
clause previously. What we require
and what the Finance Minister has
been fighting for is a new type of
managing agency system, which will
be something very different from
what has been so far. If we find that
this changed system has worked well,
there is nothing to prevent us from
continuing it beyond 19260. Unless we
have a different system, we may not
be able to progress to the extent that
we desire.

But we must see and devise mea-
sures so that we are gradually going
forward according to the industrial
policy laid down. It is the responsi-
bility of the Government to conirol
the private sector in the larger
interests of industrial and economic
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development. The laissez faire policy
must be changed. Therefore this
amendment is very important. Just
as the Indian Administrative Service
is there, so there must be an Indian
Industrial Service so that every tech-
nician, who has knowledge, will find
employment and when such provisions
are there, he is assured of employ-
ment in the future and also assured
of dignity.

I will come to some of the argu-
ments which may be advanced against
this. The technicians, if they are
employed in a concern, will change,
and if the man is changed, he remains
a director for two years. This
may be the argument, but it does not
hold good. There is the rotation.
The technicians are people having so
much of self-respect and knowledge
that they will not quarrel on small
issuet and they may not be re-elected
after two years, but every time the
board should be so constituted that
one technician is there on the board
with the requisite knowledge. It may
be argued that we are unnecessarily
putting some restrictions on the
management. When we are putting
restrictions on their buying and
selling agency commission, on their
investments, on the employment of
the relatives, on their contracts and
all the rest, I think this restriction is
vital. If you consider dispassionately
the other restrictions, you will find
that I have expressly mentioned that
as regards technicians, the ‘associate’
of a managing agent should not be

considered a director in clause 111,
and if the managing agents or the
financiers themselves bring in their

own relatives or friends as directors
also and if he is a technician, there
should not be another technician,
So I want one single man on the
board out of 10 or 15, or whatever
may be the constitution. Therefore,
I think this amendment, although it
is coming in a form which may not
upset the present structure of the
Comparnies Bill. I consider it, as
very vital and may be accepted.
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Mr, DEPUTY CHAIRMAN: Mr.
Kapoor, that point about representa-
tion of employees has been argued
and replied to in the general debate.
So any speech is unnecessary. I will
ask the Finance Minister to reply.

Sert  JASPAT ROY KAPOOR:
Only one or two words about it. It
is because of the reply given by the
hon. Finance Minister that I have been
encouraged to table this amendment.

Mgr. DEPUTY CHAIRMAN: One o1
two sentences only.

SHRr1 JASPAT ROY KAPOOR:
Sir, I have been encouraged to table
this amendment because of the hon.
Minister’s reply and the assurance
given to us that so far as the question
of 2presentation of labour on the
board of directors is concerned, there
is almost an agreement--so far as the
principle is concerned. So far as the
details as to how their interests
should be safeguarded is concerned,
the Planning Commission is also look-
ing into this question; bat since the
principle is accepted, what I suggest
in this amendment is, that we might
amend clause 252 in the manner that
I have suggested making it essential
that there should be at least one
director on the board of directors
elected by the permanent employees,
temporary ones not having a place
there, and labourers may be included
in the definition of employees and the
director should be from among them-
selves, so that no stranger may inter-
fere in the management of the com-

pany, and lastly, the election should
be in the prescribed manner.
That is a very general term
so that the Planning Com-

mission and the Government will
have ample opportunity at leisure to
fin® out ways and means of securing
the election of a director in a reason-
able and proper manner. That is all
that I have to submit in view of the
.acceptance of the principle by the
hon. Minister. I hope, I will be given
| credit for being very brief this time.
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Surz C.D. DESHMUKH: Mr. Deputy
Chairman, the hon. Member who

spoke last must be under some mis-
apprehension. I have not accepted
any principle in regard to representa-
tion of workers on the board of direc-
tors. What I said was that some form
of participation seemed acceptable to
all the different parties who had con-
tributed to the discussion in the Plan-
ning Commission. I expect that the
Planning Commission will, in due
course, be able to make a recommen-
dation which, then, Government will
have to consider. Now, it is not clear,
it it will take the form of represen-
tation, no matter how it might be
made, of workers on the board of
directors. Indeed, I went to the
length of saying that another machi-
nery was suggested in the course of
those discussions—some kind of a
council of management and so on—and
therefore, when Mr. Kapoor says that
he well understands what I said and
therefore, he suggests this amend-
ment, it seems to me that he is very
inconsistent. In any case, that does
not flow from what I said the other
day and the position still remains
open as you suggested some time ago
and I am not able to accept this
specific amendment in that respect.

Surr B. C. GHOSE: May I know if
it means also that it may be by the
participation in the board of directors
or may not be?

Surr C. D. 'DESHMUKH: It might
be——and the Planning Commission
has finally to arrive atits own conclu-
sions, and then, after their recommen-
dations are received by the Govern-
ment, then the Cabinet has to make
up its mind. That is why nothing is
barred at the moment and generally
I gave out that I gathered the impres-
sion that everybody was agreed that
the time has come when some form
of participation should be given to
labour. This is my own personal
impression. I am not in a position
to express anvthing on behalf of Gov-
ernment, because I was present at
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that meeting when this discussion took
place.

As regards the first amendment....

Suri JASPAT ROY KAPOOR:
Will the Minister be pleased to refer
this suggestion also to the Planning
Commission for its consideration?

Mr. DEPUTY CHAIRMAN: It is
already before them.

Suri C. D. DESHMUKH: I do not
know that there is anything so revo-
lutionary in this suggestion. It is
only a method by which this particular
object is suggested to be reached. But
there have been other alternative
suggestions-—not perhaps in this House
but elsewhere—about the representa-
tion of workers on the board of direc-
tors. Therefore, I have no doubt that
this will be a sort of thing that will
be considered among other things.

As regards the first amendment, I
was frankly surprised at the unsuspect-
ed idealism on the part of the Member
who has moved this amendment. He
has mixed up so many arguments that
I am not quite sure whether it is
idealism or whether it is the beginning
of a trade unionism on the part of
technicians, because he seems to have
spoiled what might have been a good
case by arguing everything on behalf
of the technicians, Technicians are a
class who serve in the industry as well
as elsewhere at various levels—in
research institutes, as professors, lec-
turers, readers and even as self-
employed persons. Why is it necessary
therefore, to proceed to the argument
that because technicians shou'd be
encouraged, that they must be made
directors of companies? It seemg to
me that it is equivalent to saying that
every Ministry in this country must
also contain a technician. I really
don’t see any difference between that
kind of a proposition and this kind
of proposition. After all, the board of
directors is a managerial body, shall
we say, for managing a certain enter-
prise; we also, the Ministries also,
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manage 1n another sphere. Here, we
have been able to dissociate the sphere
of experts from the sphere of admi-
nistrators and the policy-makers. In
other words, the objects which the hon.
Member has, could be secured in a
better way than they have been in
the past if everybody concentrates
attention on the advantage that one
could get from tie advice of techni-
cians. But it does not follow neces-
sarily, therefore, that they must be
on the board of directors, In any
case, as he has admitted, this is a
new gospel that he is preaching. It
was not mentioned before, in the pre-
vious discussions and so on and in
matters like this, I think there is
advantage in some kind of public
opinion forming itself on the subject.

It is quite true that we are free to
do what we like and we can intro-
duce any revolutionary principle in
this Bill. But when we see that this
Bill has been before the public for
the last nine years and that it has
been thoroughly discussed by every
one, we are taking it for granted that
most of the important issues that are
coming before us today have been
discussed at various levels; whereas to
my knowledge, a matter like this has
not been discussed. I do not know,
for instance, to what extent already,
technicians’ advice is considered at
the meetings of board of directors.
For aught I know, in all relevant
matters, the technicians’ advice may
already be accepted, even though they
are not on the board. Therefore, it
is a matter which will bhave to be
looked into in the fullness of time.
The hon. Member has put forward
his ideas and I have no doubt that
they will be discussed when the
necessity of the situation warrants.
And there will be a time when people
will have to come to this conclusion.
But at the moment, it looks like some
kind of touching faith in a degree or
diploma. After all, there may be a
man who may not have the necessary
qualifications and yet may have a
proper business sense to know what
the worth of a technician’s advice is.
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Secondly, an elaborate manufacturing
concern does not require only one
kind of technicians. They require all
kinds of technicians and if we are to
concede the principle that a techni-
cian should be on the board, I would
say that instead of a person who knows
how a particular thing is to be pro-
duced, perhaps I would want a quality
control expert or a production
engineer or an expert who has studied
time and motion procedures and so on.
In other words, it is not easy to
define, even for a given industry,what
kind of a technician you want. In
a manufacturing concern, with a capi-
tal over this figure that he has given,
may require dozens of technicians and
it wou'd be very difficult to know
which one of them will be the kind
of technician who would be able to
direct the company. Therefore, 1
think, we are really running ahead
of the times a bit. This is no doubt
an important issue. I am equally sure
that technicians’ services will finally
sell theraselves; in other words the
logic of events will speak in their
favour and if a manufacturing con-
cern find that, as they cannot get on
without a financier, or they cannot
get on without a business man, so also,
they cannot get on without proper
technicians either, I have no doubt
that the shareholders will ensure that
technicians are taken on the board.
But I do not think the time has come
for making such a provision compul-
sory at this stage. That is my reason
for not accepting this amendment.

Mr. DEPUTY CHAIRMAN: Does
Mr. Parikh press his amendment?

Surr C. P. PARIKH: No, Sir. I
request leave of the House to with~
darw it.

Amen No. 127 was, by leave,

withdrawn.

Surr JASPAT ROY KAPOOR: 1
also request leave of the House to
withdraw my amendment.

Amendment¥No. 259 was, by leave,

withdrawn. __________—
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Mr. DEPUTY CHAIRMAN: The
question is:

“That clause 252 stand part of the
Bill.”

The motion was adopted.

Clause 252 was added to the Bill.

Clause 253 (Only individuals o be

directors.)
Surt BHUPESH GUPTA: Sir. I
move:

206. “That at page 135, lines 27-29,
the existing clause 253 be re-num-
bered as sub-clause (1) of that
clause, and after line 29, the follow-
ing be inserted, namely:—

‘(2) No foreign national unless
the person is a Pakistani or of
Indian origin shall be so appointed.

(3) No member of the former
Indian Civil Service or of the All
India Services shall be so appoint-
ed after his retirement without
satisfying the Central Government
that the retired officer concerned
had no financial or other interest
in the company while in service:

Provided that the Central Gov-
ernment shall not give permission
to any such former official being
appointed as director if there 1s
any ground for suspicion that
during service he had been, for
personal reasons, interested in the
company.’”

(The amendment also stood in the
name of Shri S. N. Mazumdar.)

Mr. DEPUTY CHAIRMAN: Now,
the amendment and the clause are
open for discussion.

Surt BHUPESH GUPTA: Sir, with
regard to the first portion of the
amendment, which seeks to debar
foreign nationals other than Pakistanis

*For text of amendments, vide

col. 4571 supra.
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or nationals of Indian origin from the
board of directors,

......

Mgr. DEPUTY CHAIRMAN: You
have already spoken at length on
this......

Surr BHUPESH GUPTA: Sir, I
have only just started speaking and
you say I have already spoken

Mr. DEPUTY CHAIRMAN: I mean
on the previous amendment.

Surr BHUPESH GUPTA: Sir, 1
will speak at length. I am only start-
ing. 1 was reading my amendment,
Sir, we know and we are familiar with
debates in the variovs parliaments of
the world. We are not absolutely
ignorant ot procedures and all these
things.

Mr. DEPUTY CHAIRMAN: This is
a question on which you have spoken
several times.

Surr BHUPESH GUPTA: 1 do not
know, if necessary, I shall speak
more, You may ask me not to speak,
and if that is your order, I will not
speak. But as far as I am concerned,
I will be guided by my judgment and
discretion on this question.

Mr. DEPUTY CHAIRMAN: Please
be brief.

Surt BHUPESH GUPTA: I am just
reading my amendment. It says:

“No foreign national unless the
person is a Pakistani or of Indian
origin shall be so appointed.”

Here I am dealing with the board of
directors. I raiced this point in con-
nection with the shareholders, in con-
nection with voting rights. There, 1
was not discussing the matter in res-
pect of the board of directors, because
the subject never arose in that con-
nection.

Mr. DEPUTY CHAIRMAN: But the
principle is the same.
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Surt BHUPESH GUPTA. You may
say the principle is the same. So I will
not go into what I have already said.
But, nevertheless, here the subject of
board of directors 1s the most import-
ant one and the board of directors
1s 1 a most mmportant position 1n
joint stock concerns. They decide the
policy. A shareholder does not decide
policies. A collection of shareholders
may decide policies, but a shareholder
does not decide a policy. Govern-
ment have not, of course, accepted the
amendments that I gave here. But
here, as we are dealing with board of
directors, I do not understand why
we must place such foreigners on the
board of durectors. If it 1s a sterling
company, you cannot legislate for such
a company because its head office is
not here but in Britain. But if it is a
rupee company started here in this
country, why must we have foreigners,
particularly, the British on the board
of directors, I cannot see; because I
take 1t that the direction af policies
of the concern must be entirely in the
hands of Indiansg I am not making
any discrimination between Indians.
All T am saymng 1s that you should
entrust to Indian hands the direction
of policies.

You may remember, Sir, when the
Standard Vacuum Oil Company came
to this Country, they would not agree
to give us even ordinary shares They
would only stipulate that Indians
should have preference shares and
that too to the extent of 25 per cent.
and even then, Indians were not to
get any voting rights. They said, when
they started their concern in this
couniry, that Indians were not to be
given much financial stake in it and
whatever was to be given te them
would not carry any voting right
That is why the company entered into
an agreement{ under which Indians
were debarred by reason of theiwr
being preference shareholders, from
any voting rights. And so the policy
direction is entirely left in their own
hands. Of course, Government might
legislate with regard to certain mat-
ters within the territorial jurisdiction
of India, Because of that, the Com-
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pany Law had to be amended. The
directions are now from abroad, or
shall we say from Wall Street, in this
case?” If they do such things, why
should we not here have a provision
like this? We feel, and experience
tells us, that foreign directors, the
British directors in indusirial concerns
—and they are too many—are direct-
ing the concerns—our own concerns—
to the detriment of our national
mnterests,

I have been trying to impress this
point on the hon. the Finance Minister,
but somehow or other, he seems te
think that the acceptance of such
1ideas would mean the ending of foreign
investments in this country and that
sort of thing. I cannot quite see the
logic of it If they can think of deny-
ing us the right to vote, even to the
Indian shareholders, when they
mvest theirr money mm our country,
why must we think that if we take
away their right to be on the board of
directors, everything would go to
rack and ruin m our country’s eco-
nomy? One should not take up that
position I think, the board of direc-
tors should be completely Indianised.

I may inform the hon. Finance
Mimister that a hoax is being perpet-
rated A number of officials from
the various British concerns in Cal-
cutta are bemng put on the board of
directors 1 order to create the
impression that all these boards of
directors are being Indianised This is
only a hoax. The British are resorting
to this practice to deceive the public
and bamboozle the Government.
Therefore, one should not attach
much 1mportance to that kind of
gesture on theiwr part which is con-
ceived m mischief and executed m
filth

That 1s the way they are doing it.
My next point is:

“No member of the former
Indian Civil Service or of the All-

India Services shall be so appoint-
ed after his retirement without
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satisfying the Central Government
that the retired officer concerned
had no financial or other interest in
the company while in service:

Provided that the Central Govern-
ment shall not give permission to
any such former official being
appointed as director if there is
any ground for suspicion that
during service he had been, for
personal reasons, interested in the
company.”

1p M,

Now, the Finance Minister might
feel that 1 am being a liitle harsh
towards the services. It is not my
intention at all. I make it quite
clear. I do not say that all the mem-
bers of the services are bad or cor-
rupt. That is not at all my point
here. There are some against whom
Government have to take action and
we know that, but it is not my con-
tention here that they are all bad. I
do not tar them with the same brush
at all. I shall say why I have moved
these amendments. I have to advance
some reasons why I have moved
them. The Finance Minister will
realise, I am sure, that it is not good
for the highly placed officers to go
and join the industrial concerns as
directors after their retirement. That
raises a lot of complications. I am
prepared to consider this point from
various angles. After his retirement,
the officer is at a sufficiently advance-
ed age, when it is not expected that
he would be in a position to direct
industrial concerns. From the finan-
cial angle, officers of the Indian Civil
Service or the All India Services,
when they retire, I take it, they retire
with some good savings; they are also
assured of a pension. Therefore,
from the financial point of view also,
they need not do it. I must take into
account their own personal considera-
tions also, but I have given notice of
this amendment for this reason.
During the British days, the IC.S.
officers developed a sort of unholy
relation with a number of industrial
undertakings in our couniry, and they
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practised lot of favouritism in respect
of those industries. Later on, after
retirement, many of them were given

very high posts in such industrial
concerns. Although they did not
have any experience of running

industrial undertakings, they were
immediately placed on the board
of directors; some of them were
even made chairmen of the board
of directors. Such things had
happened in the past. Natural-
ly, this is a matter which has been
criticised not merely from our side
but also from the Congress circles,
and, time and again, we have come
across such criticisms in the Press,
which generally supports the Cong-
ress. This practice demoralices pub-
lic life. It has been found, also from
experience, that the connections of
those high officers are utilised by the
big business bosses to influence the
Government departments. However
good a Finance Minister may be, he
cannot be a guarantee for everyone
under him. It may be that one of them
goes out of service, after retirement,
and takes up a private job; natural-
ly, he leaves a lot of connections
behind him. In eities like Calcutta
and Bombay, he may get into an
industrial undertaking and use the
connections that he has left behind
in the Government departments. Such
things have happened. Therefore,
these people should not be allowed
to be taken on the board of directors,
until and unless Government is satis-
fied. I am not asking the Govern-
ment to satisty me; I am only asking,
in this instance, the Finance Minister
to satisfy himself that appointment
of such persons would not be preju-
dicial to the interests of the publie
and the shareholders and to the effl-
cient and good running of the con-
cerns. The Finance Minister should
convince himself first. In case, there
is any suspicion with regard to any
officer—I have got lots of it but I am
not going into them as they will be
irrelevant now; irrelevant not because
of facts, but because of the want
of time—and it I were in the Finance
Minister’s position, I would certainly
see that such officers are not taken into
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these industrial concerns. So, 1 j

am prepared to leave the powers with
the Finance Minister to see that this
thing is done in the public interest.
A kind of bond has been established
between the permanent servants at
the top and the permanent bosses in
the business field. This has to be
snapped and some efforts should be
taken in that direction. This unholy
bond should be snapped. 1 have
never accused the Finance Minister
of corruption or anything of that sort.
He would understand my point. He
did a lot of other things; he came
down, hammer and tongs, on  the
bank employees, but I have never
accused him of taking bribes or any-
thing of that sort. Therefore, in the
interests of the Service itself, he
should see that these practices are
put an end to. I know of some offi-
cers, belonging to his Service, the
great, august Indian Civil Service,
who played a lot of tricks during the
War along with the businessmen.
After their retirement, the workers
suddenly found them to be the com-
pany bosses; they had seen them in
the form of a District Magistrate,

! RAJYA SABHA ]

a Commissioner or a Secretary, but
suddenly, they put on the mantle of
company directors or chairmen of
boards of directors. We know how
these things happen. I know of cases
where these people go and get big
contracts for their companies from
Government., These people get fat
salaries from the companies and that
ijs the only consideration. On this,
they wangle contracts from the vari-
ous departments. This is the real
subversive element in the adminis-
tration and it should be removed. I
hope my amendments will be accept-
ed by the hon. Finance Minister.

Mr. DEPUTY CHAIRMAN: The
Finance Minister.

Suert KISHEN CHAND:
say a few words, Sir.

I want to

Mgr. DEPUTY CHAIRMAN: Only
the mover and the Minister.
Surr BHUPESH GUPTA: Why

should it be like that, Sir?
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Mgr. DEPUTY CHAIRMAN: We
have yet to cover 400 and odd clauses.

Sup1 KISHEN CHAND: This is am
jmportant matter, Sir.

Surr B. C. GHOSE: I quite appre-
ciate that one should not repeat the
old points; I am not saying anything
against it, but if somebody has a new
point, he should be allowed to
explain it.

Mr. DEPUTY CHAIRMAN: He hsas
made it perfectly clear and that has
peen debated over and over again.

Sarr B. C. GHOSE: We are happy
the Communist Party has given a
clean bill to the Finance Minister.

Sart BHUPESH GUPTA: I want
to make a submission, Sir. The
Chair is rightly concerned about the
time; and so are we. We met the
Chairman and have formulated some
jdea as to how to proceed. I have
given notice of 400 odd amendments.

We can control the situation. After
all, we have decided to finish this
Bill by Wednesday.

Mr. DEPUTY CHAIRMAN: Mos!

of them are your amendments.

Surr B. C. GHOSE; We shall flnish
by Wednesday.

Sart KISHEN CHAND: Mr. Deputy
Chairman, I am sure, the Finance
Minister, when he replies, will say
that the service rules debar a person
from taking up any employment
within a period of two years from
the date of retirement. After two
years, if a retired person likes, he
can take up appointment. In the
case of the income-tax department,
or some such department as is inti~
mately connected with the industrial
development of the country, if the
officers have a chance later on of get-
ting employment—I do not here say
that there will be cases of dishonesty
or anything like that—they are like-
ly to have a certain feeling of sym-
pathy for such concerns as they are
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likely to serve later on. The big
industrial concerns take up these offi~
cers in their service and, in the
interests of the cleanliness of our
Services, it is very essential that there
should be no hope—it is not a ques-
tion of actual appointment, but even
a lurking hope or some sort of agree-

ment—that when they retire, after
two or three years, they may seek
employment or be appointed. That

danger must be guarded against

There is one more point about the
foreign directors. We are not deal-
ing with the foreigners who are
ordinarily resident in India; we are
concerned only with the foreigners
who are not ordinarily residents in
India. If such persons are appoint-
ed as directors, they will not be
able to visualise the difficulties of
our industries, and they will not be
able to give proper guidance. In
their cases, at least, the Finance
Minister should put some bar.

Surt C. D, DESHMUKH: Mr.
Deputy Chairman, I need say very
little in regard to the first part of the
amendmenf. To me it seems that he
who pays the piper should be allow-
ed to call the tune. In other
words, if a person has investments,
then he should be allowed to take
someone of his choice in order to run
the business of the company. You
cannot in the same breath say that
we want foreigners to invest here—
I am not talking of rupee companies
—and yet not allow anyone except a
national of this country to be elected
to the board of directors.

Sarr S. N. MAZUMDAR (West
Bengal): They are playing their
tunes all right even if they are not
on the board of directors.

Sar: C, D. DESHMUKH: I do not
know; that situation may be dealt with
differently. But what I am saying is,
we allow in certain cascs, as I pointed
out the other day also, after scrutiny,
foreign concerns to be established
here; we give them permission.
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There is the Capital Issue Control.
We have special agreements that we
wi'l take up or the nationals will
take up 20 or 25 per cent. There
have been cases where what is offered
here is not equity capital but is pre-
ference capital. But leaving that
apart, even if it is equity capital, I
cannot see how one can at the same
time make a rule that even if you put
in 60 or 65 per cent of the capital, none
of the directors will be non-Indian
and yet expect that investment wi'l
be put in here. And there is no suffi-
cient proof that the existence of
directors who are elected by these
people is prejudicial to the interests of
the company; that is to say, it is not
proved that the affairs of the com-
pany are not being carried on in an
efficient way, and therefore, I can-
not see any reason why we should
accept this discriminatory provision.
Now, as regards the second point,
sometimes Shri Bhupesh Gupta is
violently moderate and this is one of
the occasions on which he is mode-
rate.

Sert BHUPESH GUPTA: That
only proves that I am a very rea-
sonable person.

Surr C. D. DESHMUKH: In other
words, I have a great deal to say fo-
the point of view that he has urged.
I think anyone will be disturbed at
the thought that a public servant
who have had something to do with
a company during the course of his
service should afterwards find him-
self in a responsible position, as for
instance now, on the board of direc-
tors of that company. He is probably
right in asserting that too many bad
instances of this kind have happened
in the past. But I doubt whether
the amendment that he is suggesting
here is either complete or will meet®
the situation entirely. He has only
picked out some. Now, I have no
particular thing to wurge on behalf
of the Service to which I belonged
before 1941—I resigned about 14
years ago—and I do not feel that my
loyalties are still binding on me.
Therefore, what I say is without pre-
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[Shri C. D. Deshmukh.]

judice. In any case, it is not only
the Indian Civil Service. He is also
taking all the All India Services.
Now, it is our experience that officials
come into contact with businessmen
at all levels, even a clerk who draws
up a list of Import Control, and pro-
bably there are many cases in which
a clerk has done very much more
than an official; sometimes, it is at a
lower level that the effective thing is
done. Therefore, it is incomplete in
itself.

Surt BHUPESH GUPTA: “personal
Interests”, I have said,

Sur1 C. D. DESHMUKH: I do not
know what a personal interest is.
For instance, if a member of a
Service holds some shares in a com-
pany, I do not know whether you
would say that he has had financial
or personal interests in the company
or not. I should say that a man who
has a share in a company has a per-
sonal interest. Does it therefore
mean that members of the LC.S. or
the All India Services should not have
any shares in any company? If so,
we should have made an amendment
In some different clause or clauses
of this Bill. Therefore, I think this
i3 a misconceivea kind of amend-
ment although the spirit behind it is
good.

Sart  BHUPESH GUPTA: Then
why don’t you change it? You modify
it just as you like.

Surr C. D. DESHMUKH: It is not
possible to make a change like that
at short notice but I am going to add
something, that is what Shri Kishen
Chand said. The Government of

eolndia have issued an order dealing
with the payment of pensions and in
that they have ruled that failure to
take Central Government’'s permis-
sion for re-employment within two
years of retirement would be cons-
trued as misconduct warranting the
withholding of this payment, and this
kxind of withholding has, the House will
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be interested to know, actually been
done in the case of an officer belong-
ing to the Indian Police Service in
one of the States in India. Therefore,
not only is the Central Government
seized of this problem but has taken
certain steps which, according to our
experience, are effective. But if we
find by experience that they are not
fully effective, it is possible to take
further action in the way of rectify-
ing the situation in the same way and
1 suggest, Sir, that that is a more effec-
tive way of dealing with it than put-
ting this kind of imperfect provision
in the company law.

Surt H. C. DASAPPA (Mysore):
Does it apply fo State Service officers
also?

Surr C. D. DESHMUKH: That will,
but this does not, and what I am say-
ing is, at all levels there are officers.

Mgr. DEPUTY CHAIRMAN: The
question is:

206. “That at page 135, lines 27-29,
the existing clause 253 be re-
numbered as sub-clause (1) of that
clause, and after line 29, the follow-
ing be inserted, namely:—

‘(2) No foreign national, unless
the person is a Pakistani or of
Indian origin, shall be so appoint-
ed.

(3) No member of the former
Indian Civil Service or of the All
India Services shall be so
appointed after his retirement
without satisfying the Central
Government that the retired
officer concerned had no financial
or other interest in the company
while in service:

Provided that the Central Gov-
ernament shall not give permission
to any such former official being
appointed as director, if there is
any ground for suspicion that dur-
ing service, he had been, for per-
sonal reasons, interested in the
company.’”

The motion was negatived.
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Mr. DEPUTY CHAIRMAN: The | arguments and could not make
question is: cpeeches in support of it because that
. was irrelevant there, and simply
“That clause 253 stand part of the | because an irrelevant..... .

Bill.”

'

The motion was adopted.

Clause 253 was added to the Bill.

Clause 254 was added to the Bill.

Clause 255 (Appointment of directors
and proportion of those who are to
retire by rotation)

Mr. DEPUTY CHAIRMAN: There
are the amendments Nos. 67 and 68.
Mr. Dhage is not here. Are you mov-
ing, Mr. Kishen Chand?

Tre MINISTER ror REVENUE AND
CIVIL EXPENDITURE (Syrr M. C.
Snan): Before he moves them, I would
like to say, Sir, that amendment No. 68
is barred in view of the verdict of the
House on Shri Jaspat Roy Kapoor's
amendment.

Mr. DEPUTY CHAIRMAN: Yes, 68
is barred.

Sart KISHEN CHAND: May I make
a submission? It related to another
clause and this amendment is to a
different clause.

Mr, DEPUTY CHAIRMAN: The
principle is the same whether it is
clause 252 or clause 255. The princi-
ple is the same and the principle has
heen rejected by the House.

Suari KISHEN CHAND: Really so
far as that clause was concerned, the
amendment did not relate to that
clause at all. How can it be debarred?

Mg. DEPUTY CHAIRMAN: It does
not matter, whether it is 252 or 255.

Surt KISHEN CHAND: Several hon.
Members would have spoken and sup-
ported and given arguments at that
moment. They could not give the

8% R.SD—4.

Mg, DEPUTY CHAIRMAN: Anyhow,
that question has been discussed and
the House has rejected the proposi-
tion.

Surr H. P. SAKSENA (Uttar Pra-
desh): May I submit that we should
be told at least the number of the
amendment and the number of the
List?

Mr. DEPUTY CHAIRMAN: Every-
thing is being told, Mr. Saksena, only
you did not hear,

Sarr H. P, SAKSENA: I do not
think there is any defect in my power
of hearing.

Surt KISHEN CHAND: My principal
amendment was really No. 68 and I
wanted to put forward arguments in
support of it. Inasmuch as it is bar-
red, as you say, I move No. 67:

67. “That at page 135, line 36, for
the word ‘two-thirds’, the word ‘three-
fourths’ be substituted.”

[Tae VicE-CHAIRMAN (Smrt H. C.
MaTHUR) in the Chair]

This is just a small minor amend-
ment. The underlying idea behind it
is that the largest number of directors
should be elected and should retire
by rotation. There is nothing sacro-
sanct about two-thirds or three-
fourths; or any ratio could have been
fixed. If hon. Members accept the
principle that the largest number ox
directors should be retired and they
should be re-elected, then I suppose,
three-fourths being a larger number
than two-thirds, it should be accept-
ed. What we want is to cut down
the number of directors who are
representatives of the managing
agents.

Sarr M. C. SHAH: Which amend-
ment you are referring to?
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Surr KISHEN CHAND: 67, The
clause says that not less than “two-
thirds” of the total number of direc-
tors of a public company shall retire
by rotation. I want three-fourths of
them to be retired every year. As I
said, the whole idea is that the manag-
ing agents should appoint a small
number of directors, not more than one
director on the board of directors, and
then, I wanted one representative of
the labour, but that has been ruled out
now. So at least three-fourths of the
directors now, should retire and be
re-elected. I move my amendment.

Surr M. C. SHAH: I cannot accept
the amendment. He wants {o increase
the number thereby and, as he said,
he wants to reduce the number of
managing agents’ directors. So I can-
not accept. And the other has been
already disposed of.

Tue VICE-CHAIRMAN (Surr H. C.
MATHUR) : The question is:

67. “That at page 135, line 36, for
the word, “two-thirds’, the ‘word
‘three-fourths’ be substituted.”

The motion was negatived.

Tre VICE-CHAIRMAN (Sart H. C.
MATHUR): The amendment is lost.
The question is:

“That clause 255 stand part of the
BilL.”

The motion was adopted.
Clause 255 was added to the Bill.

Clauses 256 to 258 were added to
the Bill

Clause 259 (Increase in number of
directors to require Government
sanction)

Surr BHUPESH GUPTA:
move:

Sir, I

207. “That at page 137, lines 10 to
12 be deleted.”

[ RAJYA SABHA ]
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208. “That at page 137, line 15, for
the words ‘that date’, the words
‘commencement of this Act’ be
substituted.”

(The amendments stood also in the

name of S. N. Mazumdar.)

Tue VICE-CHAIRMAN (Surt H. C.
MATHUR) : The clause and the amend-
ments are open for discussion.

Surr BHUPESH GUPTA: Sir, my
amendment relates to the increase in
the number of directors to require
Government sanction. Here, as you
will see, an exception is made: “except
in the case of a company which was
in existence on the 21st day of July
1951, an increase which was within
the permissible maximum under its
articles as in force on that date.”
This category of companies would be
exempted from the operation of this
provision, I have demanded that tnis
should be deleted. I do not want
exemptions to be given to such com-
panies; they should also come within
the operation of the law.

As far as the second amendment is
concerned, it may be my mistake. I
find, it ought to be line 14. Maybe,
I mistakenly wrote 15. I should say
generally these amendments are put
down here very well. Anyway, what
I want to say is this. I want to sayv
in the case of a company which came
or may come into existence after the
commencement of this Act, but then
the word ‘came’ does not fit in here.
So I do not want to press this amend-
ment for technical reasons. But I
hope that the deletion which I have
suggested in my other amendment will
be accepted by the Government,
because I do not see any reason why
these categories of concerns should
be left outside the provisions of this
particular clause. The Government
should have power even in respect of
them.

Suryr M. C. SHAH: Under the Indian
Companies Act, 1951, this power was
given and we do not think that we
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should take it away. There is no
justification in their case to get the
approval of the Government.

About the second point, there seems
to be a misconception.

Tiae VICE-CHAIRMAN (Surr H. C.
MaTHUR): He has already said that.
The hon. Member cannot withdraw
amendment No. 208, because Mr.
Mazumdar is not here. So I will put
them to the House.

3

"The question is:

207. “That at page 137, lines 10 to
12 be deleted.”

The motion was negatived.

Tae VICE-CHAIRMAN (Sart H. C.
MaTtaUR): The question is:

208. “That at page 137, line 15,
for the words ‘that date’ the words
‘the commencement of this Act’ be
substituted.”

Tie motion was negatived.

Tae VICE-CHAIRMAN (Surr H. C.
MaTHUR): The amendments are lost.
The question is-

“That clause 259 stand part of the
" BilL”

The motion was adopted.
Clause 259 was added to the Bill.

Clause 260 (Additional directors)
Sprt  BHUPESH GUPTA: Sir, 1
move:

209. “That at page 137, after line
26, the following further proviso be
inserted, namely:—

‘Provided also that on the
application of any member or
employee, the Central Government
may enquire into the grounds of
such appointment and if satisfied
that such appointment has been
made unnecessarily and not in the
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interest of the company, the Cen-
tral Government may annul such
appointment and on such decision
the additional director will cease to
be such director.’”

(The amendment also stood in the
narme of Shri S. N. Mazumdar.)

Sert BHUPESH GUPTA: Str, this
clause relates to the appointment of
additional directors and here I want
another proviso to be added. I want
to give a little more power to the
Government. It appears that when I
try to give power to them in the
interests o! the public and the emplo-
yvees, they would not even take those
powers. Why I want them to
have this power is because it some-
times happens that wrong types of
people are brought on the board of
directors for very many reasons.
Sometimes, there is sought to be am
internal arrangement between two
firms and a person who knows noth-
ing comes on the board and bungles
the whole thing. Sometimes, the com-
pany is not in a good financial posi-
tion and some speculator is brought
into it and he then runs amuck in the
concern. Sometimes, it happens that
a sort of a bad director is brought in
with a view to pursuing an anti-labour
policy or for organising profiteering
and black-marketing. In such cases,
it the Government gets a complaint
either from the employees or any
member of the concern, I think the
Government should have the right to
annul such appointment. When I make
this suggestion. I do not mean to say
that ipso facto the appointment would
pe annulled. It would be for the Gov-
ernment to consider the matter and
see whether the appointment has been
made in the interests of the company
which should include the interests of
the workers, the public and the
ghareholders. If the Government is
gatisfied, it can retain the appointment;
but if it is not satisfied, itshould beina
position to annul the appointment.
That is why I want to keep the Gov-
ernment in a position to act in such
contingencies. “a -

P
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Surt M. C. SHAH: 1 am thankful to
my hon. friend, Shri Bhupesh Gupts,
for suggesting an amendment where-
by we can get more powers, but we
do not think that these powers are
necessary at all. We do not want to
interfere in the internal administration
of the company, when under the
articles, the board has been given
these powers. The board can exercise
these powers and there is the general
body also to take care of them.

Tue VICE-CHAIRMAN (Saar H. C.
MaTaur): The question is:

209. “That at page 137, after line
26, the following further proviso be
inserted, namely: —

‘Provided also that on the
application of any member or em-
ployee, the Central Government
may enquire into the grounds of
stch appointment and if satisfied
that such appointment has been
made unnecessarily and not in the
interest of the company the Cent-
ral Government may annul such
appointment and on such decision
the additional director will cease
to be such director.” ”

The motion was negatived.

Tre VICE-CHAIRMAN (Surr H, C.
MATHUR): The amendment is lost.
The question is:

“That clause 260 stand part of the
Bill.”

The motion was adopted.
Clause 260 was added to the Bill.

Clause 261 (Certain persons not
to be appointed directors, except
by special resolution)

Sarr BHUPESH GUPTA: Sir, I
move:

210. “That at page 137, at the end
of line 34, after the word ‘company’,
the words ‘but subject to the
approval of the Central Govern-
ment’ be inserted.”

[ RAJYA SABHA ]
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211. “That at page 138, at the end
of line 26, after the word ‘company’,.
the words ‘but not exceeding one
year from such commencement’ be
inserted.”

The amendments stood also in the
name of Shri S. N. Mazumdar.

Surr LALCHAND HIRACHAND
DOSHI (Bombay): Sir, I move:

129. “That at page 137, lines 30-31,.
for the words ‘and such managing
agent is authorised by the articles
or by an agreement to appoint any
director to the Board’, the words ‘and
such managing agent, being so
authorised by the articles, appoints
any director to the Board’ be subs-
tituted.”

Tue VICE-CHAIRMAN (Surr H. C.
MATHUR): The clause and the amend-
ments are open for discussion.

Surt BHUPESH GUPTA: (Seeing
Shri Lalchand Hirachand Doshi also
standing up to speak) All right; let
us have your musketry.

Surt LALCHAND HIRACHAND
DOSHI: I am glad at least once the
hon. Member on the opposite side has
thought it wise to speak after I speak.

Sir, my amendment is a very simple
and healthy one., The clause men-
tions that certain persons cannot be
appointed as directors to the board if
there is a provision in the articles
for appointment of directors by the
managing agent. Whether the manag-
ing agent appoints such directors or
not, all those categories of persons
are precluded from being appointed
directors. My amendment says that as
long as the managing agent does not
exercise such a right, those persons
who are precluded under this clause
should not be precluded. 1 know,
there will be some people who will
say, ‘No, no; how can this be done?
Because if once such a director is
appointed without the managing agent
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exercising the right, probably after-
words, the managing agent may come
forward and say that he wants to
exercise his right” But as long as
the managing agent gives in writing
that he does not want to exercise such
a right, at least in that case, these
«clauses should not operate. Because
the articles may provide and the arti-
cles remain there as long as the com-
Ppany exists, but the managing agents
.do not remain, or probably, they do
not want to exercise in many cases
such a right. And in such cases, it
should not be desirable to preclude
the cases that have been enumerated
in this clause. This is exactly offering
something which the clause really
wants to offer to the company, but as
provided in case the managing agent
wants to exercise the right. As long
.as he does not want to exercise the
right, I suppose, there should®not be
.any necessity for precluding the cate-
gories of people as are mentioned in
this clause from being appointed
directors..... .

Ser1 B. C. GHOSE: I do not under-
stand your point. What 1is your
-amendment, because if you change the
words, what difference does it make?

Surt LALCHAND HIRACHAND
DOSHI: The difference is like this.
A certain right has been given in the
articles to the managing agent to
appoint a director on the board of
directors. Because of that right given
to the managing agent, certain cate-
gories of persons are precluded from
being appointed directors. My point
is this. Though the articles give this
right to the managing agent, if the
managing agent, during the currency
.of his term, gives in writing to the
company that he does not want to
exercise this right, then, in such cases,
this preclusion of the categories of
persons should not be enforced. That
is the only point.

Sert B. C. GHOSE: What is the
number of amendment? 129? It does
not say anything about not being
-precluded.

R -
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SHRr M. C. SHAH: He wants to make
some verbal improvement.

Suri1 B. C. GHOSE: But those
persons continue to be precluded under
Mr, Doshi’s amendment as well.

Ser1 M, C. SHAH: Mr. Doshi wants
to make some verbal improvement
which we do not propose to accept.

Surr B. C. GHOSE: His intention is
that these persons should not,be
precluded. His amendment does not
say that.

Surt LALCHAND HIRACHAND
DOSHI: 1t c‘oes say that.

Surr M. C. SHAH: It does not.
Why do you ask them to do that?

Sart  LALCHAND HIRACHAND
DOSHI: My amendment reads:; ‘“and
such managing agent, being so autho-
rised by the articles, appoints any
director to the board” be substi-

Surr B. C. GHOSE: Then it comes to
‘none of the following persons shall
be appointed’......

Surt LALCHAND HIRACHAND
DOSHI: That remains.

Surr B. C. GHOSE: If you read that
clause......

Surt LALCHAND HIRACHAND
DOSHI: I have read the clause..... .

Surr BHUPESH GUPTA: I suggest,
let the hon. Member make his speech,
because in any case, he is going to
withdraw the amendment.

Sert LALCHAND HIRACHAND
DOSHI: I really do not understand
where my point does not come in. If
the Government have made up their
mind that they do not want to accept,
that is a different matter. If my
friend is determined to oppose every-
thing, then, I cannot help it. But the
point is this. What the clause offers
is that in case such a right does not
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[Shri Lalchand Hirachand Doshi.]
exist to the managing agent by arti-
cles, then no preclusion is provided.
But if the right is given to the manag-
ing agent, then, of course, certain
categories of the people are precluded
from being appointed. My little
improvement in that is this, Even
though the provision is there for this
right to the managing agent, as long
as he does not want to exercise that
right, during the period of his manag-
" ing agency, the preclusion should not

be there, should not be effective. That
" is the improvement that I am suggest-

ing, which is in conformity with the
spirit of the clause and, therefore,
should be acceptable to the Govern-
ment.

Surt BHUPESH GUPTA: With
regard to my first amendment, all that
I want to say is that in the event of
certain persons being appointed as
directors by special resolution, the
provision should also be there for
securing the approval of the Govern-
ment. The first amendment relates
to that, because I do not think that
the special resolution is of sufficient
guarantee in this matter..... .

Tae VICE-CHAIRMAN (Surr H. C.
MATHUR): Again, more power to the
Government.

Sart BHUPESH GUPTA: The other
amendment relates to the next page.
There is a provision here in sub-clause
(4) of clause 261 which reads:

“Nothing in this section shall be
deemed to prevent any director
holding any office immediately
before the commencement of this
Act from continuing to hold that
office up to the next annual general
meeting of the company.”

I want to be definite on this matter.
Therefore, I say that after the word
“company”, the words “but not
exceeding one year from such com-
mencement” be added. That is to
say, I want to fix a time limit. I
cannot leave it indefinitely for the
general body meeting to decide, be-
cause there is no limitation. There

[ RAJYA SABHA ]

Bill, 1955 4608

are other provisions with regard to
general body meetings; but I do not
see as to why a time limit should not
be put there, If you so think, we can
add the words “whichever is less”.
But a provision of this sort according
to us should be there. Unless this
is provided for, it may be that the
purposes of this particular provision
would be, to a great extent, frustrat-
ed, at least by some concerns in this
country.

Sagr M. C. SHAH: As I said, my
friend, Mr. Lalchand Hirachand Doshi
wants to make some verbal improve-
ment. We have considered it and we
do not think it is necessary. So, we
cannot accept the amendment. About.
Mr. Bhupesh Gupta’s amendments......

Ssurt LALCHAND HIRACHAND:
DOSHI:s What is the objection to that?

SHRI M. C. SHAH: We do not think
that verbal improvement is necessary.
That is the objection. Our drafting is
better than the drafting suggested by
my friend, Mr. Lalchand Hirachand.
Doshi. That is the main point,

Now, abeut Mr. Bhupesh Gupta’s,
first amendment, No. 210, there the
appointments are made by special
resolution and, therefore, we do not
think that the Central Government’s.
approval should be necessary.

About his next amendment, he
wants to add the words “but not
exceeding one year from such com-
mencement” after the words “the next
annual general meeting of the com-
pany.” It may be one year, it may be
one year and three months. We do-
not propose to restrict that. Therefore,
we cannot accept that.

THE VICE-CHAIRMAN (Surr H, C.
MATHUR): Mr. Doshi, do you want to-
press your amendment?

Sar1  LALCHAND HIRACHAND
DOSHI: As my hon. friend had anti-
cipated it in deference to his wishes,.
I am withdrawing it....

Surt M. C. SHAH: It 'ﬁas g‘\nge Vexa--

mined.
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Amendment No. 129 was, by leave,
withdrawn.

Companies

Tre VICE-CHAIRMAN (Surr H. C.
MATHUR): Amendments Nos. 210 and
211,

Surt BHUPESH GUPTA: 1 think,
in this mat.er, 1 follow suit.

Tre VICE-CHAIRMAN (Surr H. C.
MATHUR): For both the amendments?

Surr BHUPESH GUPTA: Yes.

*Amendments Nos. 210 and 211
were, by leave, withdrawn.

Tae VICE-CHAIRMAN (SurtH. C.
MaTaUR): The question is:

“That clause 261 stand part of the
Bil”

The motion was adopted.

Clause 261 was added to the Bill.
Clause 262 was added to the Bill

Clause 263 (Appointment of directors
to be voted on individually)

Surr KISHEN CHAND: Sir, I move:

69. “That at pages 138-139, for the
existing clause 263, the following
be substituted, namely: —

‘263. Election of directors.—At
a general meeting of a public com-
pany or of a private company
which isasubsidiary of a public
company, the election of directors
from among the retiring directors
as offer themselves for re-election
and other persons who have been
duly proposed shall be by means
of proportional representation’.”

(The amendment also stood m the
name of Shri V. K. Dhage).

Tre VICE-CHAIRMAN (Suarr H. C.
MarHUR) : The clause and the amend-
ment are open for discussion.

*For text of amendments vide cols.
4603—4604 supra.
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Surr KISHEN CHAND: Mr. Vice-
Chairman, i you read clause 263—
appointment of directors to be voted
on individually, that is the heading—
the process is that “a motion shall
not be made for the appointment of
two or more persons as direc.ors of
the company by a single resolution,
unless a resolution that it shall be so
made has first been agreed to by the
meeting without any vote being given
against it”. Well, in fact, what will
happen is that one-third of the direc-
tors retire every year. Supposing
nine directors are on the retiring list,
that means one-third of nine directors
or three directors will be retiring
every year, and in the case of those
three directors, every director will be
voted orn separately. The result will
be that, with the present voting
system, if a poll is demanded on the
passing of a special resolution, 51 per
cent. of the votes, whether they are
held by one, two or more persons,
will carry the day, and pass the reso-
lution appointing a director; that is the
same 51 per cent. vote-holders will
make all the appointments. The re-
maining 49 per cent. vote-holders may
cast their votes—it will be ineffective—
and they will not secure the appoint-
ment of a single director. In Clause
265, it is stated, “Option to company
to adopt proportional representation
for the appointment of directors.” It
means that the Government feels and
realises that there is a great hard-
ship on minority vote-holders and
they are not able to send any of their
representatives on the board of direc-
tors. So, in order to safeguard that,
the Government has put in clause
265—that is an optional clause—and
the result of an optional clause will
be that hardly any company will adopt
it. Any person who has got a large
number of shares, and who has got
con-
trol of the concern, will not likke to
relax his control of the companyv. It
will lead to oppression and it will
lead to Government interference in
the matter. Therefore, we, Members

of this House, find that Government
has permitted election to take place
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[Shri Kishen Chand.}
on the basis of proportional repre-
sentation, and I think it is a very
good principle. My amendment is:

“Election of Directors—At a
general meeting of a public com-
pany or of a private company which
is a subsidiary of a public com-
pany, the election of directors from
among the retiring directors as offer
themselves for election and other
persons who have been duly pro-
posed shall be by means of pro-
portional representation.”

So, my suggestion is that, from the
list of persons who have retired that
year and of other new names whirh
are proposed, the election of directore
will take place by means of propor-
tional representation. Suppose, there
are about five or six names out of
which three have to be elected. 1t
re-election is made on the basis of a
separate resolution, as I have already
pointed out and explained, only 51
per cent. of the people will get their
representatives as directors. But if
there is proportional representation
and if there are three vacancies, then,
any person who has got one-fourth
of the votes of persons present at the
meeting, either in person or in the
shape of proxies, will be elected.
Really, we want to give representation
to every shade of opinion. I know
that several hon. Members who are
against this lea will immediately
get up and say, “We do not want to
make a board meeting an arena of
fighting.” Well, I cannot understand
this mental attitude. You see, there
is a share qualification for a director.
After all everybody wants the pros-
perity of the company. No share-
holder who has got any shares in the
company and least of all a director
who has got at least shares worth
five thousand rupees in the company
will like that it should not prosper.
In such a case, to assume that the
moment a director comes as a
representative of persons who own_ 49
per cent. of the voting power, ‘ﬁe-
comes for a tussle and the board
meeting will become a warring arena,
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is not correct. I you get any man
as a director with a different view, he
may be able to suggest new lines of
thought to the board. After all, one
man with a slight difference of
opinion cannot create a warfare at
the meeting of the board of directors.
He will be able to suggest a new line
of thought, make new suggestions,
and help in the improvement of tne
working of the company. If, by
giving representation to certain view-
points about the management of a
company, you are helping towards the
improvement of it, I do not see any
reason why you want absolute unani-
mity. Actually, what happeng is thig.
The board meeting sits for about ten
or fifteen minutes. After that, there
is a second meeting. That also sits for
ten or fifteen minutes. The directors
spend about an hour or so and attend
nearly eight or ten meetings. The
managing agents carry on the work
as they like. That is the wusual

practice. There is always a fear that
if any director raises a question
against the managing agent, he is

threatened: “Look here, if you raise
that question, when your turn comes
for re-election, you will be reject-
ed as a director.” It was a well-
known practice in England, when
gome directors used to be called the
“Guinea Directors.” In former times,
pig persons, with titles, were elected
directors of companies. They were
paid one guinea as their sitting fee.
They had absolutely no interest in the
management of the companies. They
just used to attend the meetings for
ten minutes, pocket their guinea and
go away. Sir, this is the usual practice
in our companies also. In half a
dozen companies, it may be slightly
different. In the normal course, a
meeting is held for a few minutes and
things are discussed. Therefore, it is
very essential that we adopt the prin-
ciple of proportional representation.
In France, they say, “The Ministries
come and go.” But there is a perma-
nent Civil Service which is carrying
on. Here also there is a managing
agency and it carries on the work.
After all, if some new suggestions are
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proposed in a board meeting, tney
should be welcomed. I submit that
this proportional representation

method is very good and I commend
this.

Surr B.C. GHOSE: Sir, clause 265
deals with proportional represen‘ation.
I should like to make it clear that if
this is rejected, the plea should not
be put forward later on that this has
been decided. Let us take up both the
clauses together and discuss them.
This should not be precluded. That
is a more important clause. It might
be said that, since we have rejected it,
we cannot take up clause 265. If you
think that we should put it to vote,
please do not shut out discussion on
<clause 265.

Tue VICE-CHAIRMAN (Sur: H. C.
MaTaUR): Clause 265 will be dis-
cussed. That is the main clause.

Surr C, P. PARIKH: The

principle is involved.

Tue VICE-CHAIRMAN (SR H. C.
MATHUR): We can keep it pending and
fake the two clauses together. That
will be appropriate, We first take
clause 264 and later on take both these
clauses (263 and 265) for discussion.

Clause 264 was added to the Bill

same

Clause 265 (Option to company to
adopt proportional representation for
the appointment of directors)

Tae VICE-CHAIRMAN (Surt H. C.
MaTHUR): Clause 265. There are a
few amendments, The amendments
may be moved.

Surr JASPAT ROY KAPOOR: Sir,
1 move:

130, “That at page 139, line 13,
for the word ‘may’, the word ‘shall’
be substituted.”

131, “That at page 139, after line
20, the following proviso be
inserted, namely:—

‘Provided that the Central Gov-
ernment may, if on the applica-
tion of not less than 200 members
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of the company or of members of
the company holding not less than
one-tenth of the total voting
power therein it Is satisfled, after
such enquiry as it deems fit to
make, that it is necessary to do
so in order to prevent the affairs
of the company being conducted
either in a manner which is
oppressive to any member of the
company or in a manner which
is prejudicial to the interests of
the company, direct that the
aforesaid provision in the articles
of the company be deleted or held
In suspense for such period as it
may prescribe.” ”

Surr C. P, PARIKH: Sir, I move:

212. “That at page 139, lines 11—
20, the existing clause 265 shall be
re-numbered as  sub-clauss (a) of
that clause, and after line 20, the
following be inserted, namely:—

‘(b) Notwithstanding anything
contained in this Act, the articles
of a private company shall pro-
vide for the appointment of direc-
tors according to the principle of
proportional representation, whe-
ther by a single transferable vote
or by a system of cumulative
voting or otherwise, the appoint-
ments being made once in every
two years.””

* 414, “That at page 139, line 13,
¢ f$or the word ‘company’, the words
. ‘public company’ be substituted.”

216. “That at page 138, lines 15-16
the words ‘or of a private company
which is a subsidiary of a public
company’ be deleted.”

serr S. N, MAZUMDAR:
move: «

Sir, 1

213. “That at page 139, lines 12-
18, the words ‘Notwithstanding any-
thing contained in this Act’ be
deleted.” .- Cowl,

(The amendment also stood in the

name of Shri Bhupesh Gupta.)
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Surr B, C. GHOSE: Sir, I move:

215, “That at page 139, line 13,
for the word ‘may’, the words ‘shall,
unless exempted by the Central
Government on an application made
by the company’ be substituted.”

Tug VICE-CHAIRMAN (Sar1 H. C.
MATHUR): All the amendments and
the clauses are open for discussion.
We are now discussing both clauses
263 and 265.

Surt JASPAT ROY KAPOOR: My
first amendment, i.e., No. 130, suggests
that in clause 265 for the word “may”
the word “shall” be substituted,
meaning thereby that the articles ot
association of every company, he it
private or limited, shall provide for
the appointment of not less than two-
thirds of the total number of directors
by the method of single transferable
vote,

My next amendment, ie., No. 131

reads as follows:—

“That at page 139, after line 20,

the following proviso be inserted,
namely: —
‘Provided that the Centrai

Government may, it on the appli-
cation of not less than 200 mem-
bers of the company or of mem-
bers of the company holding not
less than one-tenth of the total
voting power therein it is satis-
fied, after such inquiry as it
deems fit to make, that it is neces-
sary to do so in order to prevent
the affairs of the company being
conducted either in a manner
which is oppressive to any mem-
ber of the company or in a manner
which is prejudicial to the inter-
ests of the company, direct that
the aforesaid provision in the
articles of the company be deleted
or held in suspense for such period
as it may prescribe.’”

While we are dealing with the
clause and my amendment to it, it
would be well to cast a glance over
~Jause 408 also, because in that clause,
@ reference has been made to clause
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265 also, and my amendment,
especially No. 131, is in a pretty good
measure a reproduction of certain por-
tion of clause 408. So if these two
amendments of mine are accepted,
they will naturally lead me on to pro-
pose deletion of the proviso in clause
408. So, these two clauses virtually
go together, one being dependent on
the other. In one word, my amend-
ment suggests that we should have
invariably the system of proportional
representation which is provided for
in clause 408, only under certain con-
ditions; that is to say, if a representa-
tion is made to the Central Govern-
ment by 200 members of the com-
pany or by such number of members
who hold one-tenth of the voting
power, then the Central Government
shall direct the company to adopt the
system of proportional representation.
Now, Sir, I suggest that rather than
the Government waiting to make such
a direction when a representation is
made by 200 members or members
with one-tenth of voting power, such
a provision must be made in the arti-
cles of association of the company from
the very beginning. It is just only the
other way about, but I have provided
a safeguard also in order to prevent
any disruptive tendencies growing in
a company by virtue of my amend-
ment being accepted, by also suggest-
ing a proviso to the effect that if at
any stage 200 members make a
representation, or members holding
one-tenth of the voting power make
a representation, to the Central Gov-
ernment that some inconvenience is
caused thereby, or some mischief is
growing up in the company, which
adversely affects the interests of the
company or the interests of certain
section of shareholders, the Central
Government, then, shall direct that
the original clause in the articles of
association to this effect may not be
operative, either at all thereafter, or
may be held in suspense tor some
time.

Sir, I need not dilate at length on
the purpose of my amendment for it

has been pretty well debated upon
during the general discussion on the
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Bill. The object, Sir, in one word, if
I may repeat, is to safeguard the
interest of a small number of share-
holders who may not be in the good
books of the managing agents or the
managing directors. It has been
throughout the general experience of
all of us that the board of directors
is almost invariably a packed body.
Hardly any person, who is not in the
good books of the managing agent or
the managing director, can ever get a
seat on the board of directors. Now,
Sir, the question is how to protect
their interest? I wonder why this
question should be asked, because it
is only too well known that a small
number of shareholders. if they are
not in the good books of the managing
agents, are absolutely ignored.

As a matter of fact, the general
meetings of the companies are not
attended by many shareholders, for
the simple reason that they know it
too well that it is no use attending a
meeting of the shareholders, where
election of director is to be held or
any other important subject is to be
discussed, because their words will
not count at all. Whatever the board
of directors or the managing agents
have already decided has to be taken
for granted as being something which
will be adopted by the general meet-
ing. So they hardly ever come to
attend that meeting.

May I, Sir, in this connection, give
a particular instance of which I have
personal experience. Once, long ago—
about 15 or 20 years ago—I happened
to purchase a few shares in a very
important company which had just
then been floated by a very prominent
firm of managing agents. I would not,
for obvious reasons, mention the name
either of the company, or of the firm
of the managing agents. When a
general meeting of that company was
being held in Delhi, I happened to be
lere in connection with some other
business. Because I was not here to
attend that meeting, I had not much
flnancial stake therein. 1 went to
attend that meeting. The company
had a share capital of near about a
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crore of rupees. I found that there
Were only five or six shareholders
DPresent.

Surr RAJENDRA PRATAP SINHA
(Bihar): Sir, the hon. Minister is
Missing from his seat.

AN Hon. MEMBER: The Law
Minister, Shri Pataskar, is there.
Teg MINISTER FOR LEGAL

AFFAIRS (Surr H. V. Paraskakr): I
Was just collecting some more infor-
Mation.

Sarr JASPAT ROY KAPOOR: I
Qon’t mind if the Ministers are not in
their seats, because I know even when
they are absent from the House, they
Can hear us; they are omnipresent.
It not in body, in spirit they are here.

So, I was quoting a personal

éxperience. There were only five or
Six persons. All of them were dirvec~
tors. I was a stranger there. When

1 went there, the managing director
6r the managing agent wondered at
Tne and probably thought that I had
gone there to do some mischief. Those
Were the days when the name of
Shamdasani used to appear very pro-
hinently in the papers; we have not
forgotten that name still. He thougnt,
1 was there to do some mischief. That
was none of my object. I was, of
course, surprised at that. The manag-
ing agent was at pains to convince
e that if I had gone there to do
some mischief I will be +ble to do
hothing. He at once took out a huge
file and told me that they had got the
proxy of 75 per cent of the share-
holders. All the time before the
meeting began he was trying to
Impress on me that he held overwhelm-
ing number of proxies, ie.,, he was
holding the proxy of about 75 per cent
shareholders. That is very much the
position with regard to every com-
pany. That is why the shareholders
do not care to go there. Therefare,
in order to protect the interest of
those who do not want to appoint the
managing directors as their proxy-
holders, it is necessary that they
should have the right of electing
shareholders in proportion to the
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{Shri Jaspat Roy Kapoor.]

number of shares they hold. It is
in the interest of the company and
also in the wider interest. It may
not be in the interest of the manag-
ing agent or the managing director,
but if you have this clause, a general
meeting would be more widely
attended, because the shareholders
would know that if they go there
they can have an effective voice. I
therefore, submit that it is neces-
sary that my amendment should be
accepted. The principle of it has
already been accepted by the Govern-
ment, by the Select Committee and
by the Lok Sabha, And I further
find, Sir, by casting a glance at the

other amendments that have
2 PM. been tabled by my hon. friends,
Mr. Parikh and Mr. Ghose, that they
have virtually accepted the substance
of my amendment, and »:..cularly,
the amendment of Mr. Ghose is on
the same lines as mine, though in
different words. And so far as Mr.
Parikh’s amendment is concerned,
that also accepts the principle and
the utility of my amendment, though
he confines his amendment to only
private limited companies. He says
that the system of proporiional
representation must be made obliga-
tory only in the case of private limit-
ed companies, and so far as public

limited companies are concerned,
they may be left to their own fate
under the existing clause. Now, Sir,

this is something very significant. I
can quite appreciate why he is anxious
that this system should be extend-
ed in an obligatory manner +to
private limited companies, because he
well realises, as I do, as also, I am
sure, my friend, Mr, Ghose, does,
that every section of the shareholders
must be properly represented. Now,
in the case of a private limited com-
pany, only a few sharcholders may
have a pretty good stake, and there-
fore, it is certainly necessary that
they must also be represented on
the board of directors, according to
the system that I have suggested.
But then, I see no reason why, if
this is necessary in the «case of
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private limited companies, it should
not be considered necessary in the
case of public limited companies also,
and why should the interests of the
public companies be considered as
of lesser importance than the inte-
rests of the shareholders in the
private limited companies? The
rights of shareholders in both kinds
of companies, private and public
should be equally safeguarded.

Now, Sir, under clause 485, as it
stands, it is only made permissible
for 2 company to adopt such a pro-
cedure for the election of board of
directors. But this hardly gives any
protection to the minority share-
holders, because can we possibly
conceive that any company, when it
is being floated by the managing
agents or the managing directors, will
ever incorporate such a clause in its
Articles of Association from the very
beginning? Human nature as it is,
you cannot expect them to make a
provision inviting trouble on their
head from the very start of the com-
panies. It is not in their interest
to do so. Everybody wants to have
power to himself, as much as pos-
sible, to shut out interference from
everybody else. So, while theoreti-
cally, you are conferring this power
to a new concern which may be
fioated, in actual practice, this pro-
vision will never be availed of by
the floaters of the company, and in
that event, protection will be afford-
ed to them only when things have
gone pretty wrong, when 200 mem-
bers, a very big number, or one-
tenth of the members holding a vot-
ing right make a representation to
the Government. Why make the

work of the Central Government
still more burdensome? Let this
provision be there from the very

start, and if any trouble brews up
later on members may make a
representation. I hope, Sir, this is an
amendment, the principle of which
has already been accepted, and the
substance of which seems to have
the support of all sections of this
House. The capitalist section, I hope,
will not feel offended, it I may say
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so, because I do not attach any
stigma to the word ‘capitalist’, by
this amendment, and I hope it is
supported by my friends of the
P. S. P, and probably it may be
supported by the Communist Party
also, for at least once, we may be
in the same company. Therefore,
Sir, I see no reason why it should not
be accepted., That is all that I have
to submit, Sir.

Surr C. P, PARIKH: Sir, clause
265 is a very controversial clause, and
various views have been expressed
with regard to that clause. I would
like, Sir, to make my amendment
applicable only to private limited
companies. And as regards public
limited companies, it may be
optional......

Surr BHUPESH GUPTA: Why?

Sarr C. P. PARIKH: I will, Sir,
give my reasons, and Mr. Bhupesh
Gupta should listen to them, if he
says ‘Why?’ He should be able to
understand the working of the private
and public limited companies. If he
reads carefully this clause—clause
261—he will find, in item (f) of the
proviso, the words “any associate, or
officer or employee, of the managing
agent”. That means that no associate,
or officer or employee, of the manag-
ing agent shall be elected, unless by
special resolution. Therefore, in all
public limited companies, the associ-
ates of managing agents will be elect-
ed only by special resolution, not by
an ordinary resolution, which is the
system prevailing at present. Over
and above that, there is another safe-
guard by which the Government can,
on an application, ask a public limit-
ed company to adopt the system of
proportional representation. Sir, it is
very easy to say “adopt the system of
proportional representation”., But I
should say that the number of share-
holders in the public limited com-
panies is very big in our country, and
it is too early to adopt this system
unless we see how it operates in the
private limited companies, Other coun-
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tries too have not yet adopted the
system of proportional representation,
and it is, therefore, too early to adopt
this system. In the UK. also, the
system that has been adopted is other
than the system of proportional repre-
sentation, As regards the U.8.A, Sir,
half the number of States have adopted
the system of proportional representa-
tion and the others have not yet
adopted it. Therefore, Sir, we can
see that even in the most advanced
countries, this system has not yet been
adopted. Therefore, it will be too
early for our country to do so, espe-
cially when there is a safeguard under
clause 261. Sir, I think it is a very
healthy provision which has been
introduced, and I say that the Joint
Select Committee had not introduced
that provision. When I came to know
about that, I immediately wrote to the
Finance Minister that this is a lacuna
which must be provided for. And 1
am thankful to the Finance Minister
for his accepting this amendment even
at a later stage in the Lok Sabha,
although he did not move that amend-
ment himself, which he should have
moved, in my opinion, because there
was a lacuna. When a special resolu-
tion is to be passed, it means 75 per-
cent. of the majority, and Mr. Kapoor
will understand that 25 per cent. of
the members are controlling some
interests in not allowing that special
resolution to be passed, and they can
very well say, “You will have to
approve one of our directors whom
we nominate.” 1In item (f) under the
proviso, power has indirectly heen
given to the effect that if the share-
holders do not approve of the special
resolution, the managing agents will
not be able to pack the directorate.
They can say “We will not allow any
special resolution to be passed, unless
you accept two or one of our directors.”
Those who are holding about 26 per
cent. of the shares will be able to assert
themselves, This provision in item (f)
is a very vital provision although it
has been incorporated later,

SHRr JASPAT ROY KAPOOR: will
he explain more as to how clause 261
serves our purpose?
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#urr C, P. PARIKH: It is different,
because associates of managing agents
were not there when it came out from
the Joint Committee which report he
has signed. I quite see that he is
entitled to revise his opinion but it is
a revision of opinion.

Surr JASPAT ROY KAPOOR: The
point is, how a minority of shareholders
can avail of any right if we don’t con-
fer on them the right through a
director?

Sur1 C, P. PARIKH: I have already
explained that a special resolution can
be passed only by 75 per cent. ang if
certain shareholders control a certain
majority, they will not allow a speeial
resolution to be passed, especially,
when they hold 26 per cent. of the
shareholders and the whole directorate
will be made in such a way that some
persons who are approved by 26 per
cent. of the shareholders will have to
be elected, otherwise the managing
agents will not be able to get their
nominees elected, It is not a way in
which you desired it to be complete-
ly.

1r1 JASPAT ROY KAPOOR: That
means, unless these minority share-
holders resort to obstructional tactics,
they will have no voice?

Surr C. P. PARIKH: Exactly—that
is what I mean. The powers are given
under clause 261(f) to ameliorate the
situation in a way to the benefit of the
shareholders who are 26 per cent,

SHR1 JASPAT ROY KAPOOR: I
quite understand your invitation to
them to obstruct.

Surr C. P. PARIKH: Shareholders
have a right; when there is propor-
tional representation, it is obstruction
in an indirect way, There is no differ-
ence. When you say ‘proportional
representation’, it is direct obstruction
that ‘we will not allow the nominees of
the majority to be elected.’. Therefore,
the principle is very good but so many
disabilities are attached.

As regards private limited com-
panies, the number of shareholders are
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not more than 50, and it Is very easy
to adopt the system of proportional
representation. Especially in case of
private limited companies, I say it is
very necessary in order to see that
certain persons may not gain the con-
trol by the death or retirement of
some persons in a way that the majority
is able to oppress the minority. It is
also easy to work and why should the
rights of shareholders in the private
companies be denied on proportional
representation? Therefore, when you
have put down the system that it may
be adopted, why not adopt that princi-
ple which is healthy and when that is
healthy, you are leaving it to the
volurttary will of the limiited company
and the shareholders. It is much better
that this provision is made compulsory.

Surr B, C. GHOSE: This provision
was discussed at great length in the
Select Committee and also in the other
House and it is rather unfortunate that
neither the Government nor the Select
Committee were agreeable to accept
this principle. The principle that is
enunciated here is not at all new. I
don’t want to go elaborately into the
history of this measure because it was
related in great detail in the other
House. In the 1936 amendment it was
the members of the Congress Party
who suggested this amendment and the
present Home Minister was the pro-
tagonist of an amendment on these
lines.

SHRrI S. N. MAZUMDAR: They have
forgotten all that.

Sur: B. C. GHOSE: They might have
forgotten. Not only that, The reasons
given there, I believe, hold good even
today. That is number one. Number
two is that the Bombay Shareholders’
Association, to which a well deserved
tribute was given by the Finance Minis-’
ter himself, as the body which under-
stands the interests of the shareholders
very well and presents points of view
which are reasonable, that Share-
holders’ Association has also supported
this principle. The Finance Minister
had, himself admitted in the other
House that he had received from them
a communication some time ago In sup.
port of this principle, Why s it that
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we say that it would be good both for
the company ang the shareholders that
there should be a system of propor-
tional representation? The reason is
the same which I believe the Govern-
ment have also in their view—the pro-
tection of minority interests. That is
the main principle and it is a patent
fact that the Government themselves
have introduced many provisions in this
Bill for the protection of minority
rights, e.g., under clauses 397 to 399
and also under clause 408. If a
minority is oppressed, that minority
has been given certain powers to
redress its grievances by going through
a certain procedure laig down in the
Bill.

Sury H. P, SAKSENA: Are those
powers not illusory, I would like to
know?

Surr B, C. GHOSE: I cannot say
that they are illusory. They would be
very much relevant as we shall prob-
ably have occasion to find out in the
future. Because now the power has
been given to the minority in such a
fashion that it should not be difficult
in certain cases to take recourse to
‘those powers—for example, one hundred
shareholders may approach a court or
one-tenth of the number of share-
holders ete. That gives certain powers.
It anybody says that no provision has
been made in the Bill for the protec-
tion of minority interests, that wculd
not be quite right. But 1 would like to
say that it may also be dangerous from
the point of view of the company. The
danger is that a minority of share-
holders—say 100 shareholders in a
very large company-—may, under the
provisions of clauses 337 to 399,
harass the company. There is that
danger also and even from the point
of view of the company, would it not
be better to have a provision by which
minority interests would be represent-
ed on the board of directors with the
result that cases of harassment at
least would be reduced, that no action
-would be taken under those clauses on
frivolous grounds. It is on those
grounds, basing my argument both on
the interest of the company as also of
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the shareholders, that I felt, that it
would have been better it this princi-
ple were adopted. I might say here
that I have carefully read the state-
ment of the Finance Minister in this
matter and what I find is that he him-
self is not very averse to the accept-
ance of this principle but what he is
probably afraid of is the consequences.
He himself says that he is in two
minds on this principle. He says:

“lI myself confess that I felt in
two minds about this”,

but the danger that he
was this, He said:

pointed out

“but I could not ignore the fact
that there were two equally likely
possibilities, either important groups
of shareholders might wage warfare
within the precincts of the company,
in which case the company would
suffer, or a large majority holder
might oppress the minority.”

Then, the Finance Minister went on
to say that he did not know statisti-
cally which was going to happen,
whether the first or the secondg one.
That shows that the case for and
against even in the mind of the
Finance Minister is very equally
balanced. But he went on to say that
he would not like to introduce this
principle but would await experience
to be gathered so that he might later
on come to a decision,

He said:

“After all, if a system has merit,
then it should appeal to some peo-
ple or the other”,

meaning thereby, that under the per-
missive provision of clause 365, certain
companies would resort to this practice,
But that, I submit, is a very specious
argument. I do not think any manage-
ment will on its own, accept this
principle ang introduce it in their
articles of association, for the simple
reason that a management is afraid of
having any differing minority interest
represented on the board, They cer-
tainly do not take count of this fact
that in their true interests, probably
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ultimately, that might be a better pro-
cedure. They are afraid of the
immediate prospects of conflict of
opinions on the board and they prob-
ably do not consider for the moment,
that these shareholders, though their
number may not be very large, may
yet do great damage to the company.
As I said they are not deterred by
that ultimate consideration. They
only look to the immediate prospect.
Therefore, I do not think, this permis-
sive provision will enable us to gain
much experience on this matter. I
am very pessimistic and I do not
think many companies will adopt this
principie o el owiL

So far as foreign experience goes,
Shri Parikh has referred to it. It has
not been accepted in most of the coun-
tries, although in certain States of the
United States of America, it has been
accepted. But there is no information
available to us that it is not working
satisfactorily there. The actual issue
before us is whether the acceptance of
this principle will impair the smooth
functioning of a company in its
management and in its board of direc-
tors. That, 1 would submit, is a ques-
tion of judgment. One can take differ-
ent views. But what is likely to hap-
pen if a small minority, proportionate
to its strength among the shareholders,
were to be represented on the board of
directors? There is no reason to feel
that it would do impair the smooth
functioning of the company, For one
reason, the majority will still be in a
majority. So the majority will not be
interfered with and cannot be done
away with, by the minority. Also, it is
very likely that the minority itself,
when on the board of directors, will
take a more reasoned view of all
matters connected with the company.
The majority also would net try to
over-ride the interests of the minority.
Therefore, from all these points of
view, it appears to me that the princi-
ple of what we have asked the Govern-
ment to accept is a sound principle.

Shri Parikh has said that since we
have no experience of it—that I think
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was the substance of his arguments—
we should make a beginning with only
private companies, leaving out public
limited companies for the moment,
With reference to this, I would like to
submit two points. There are many
provisions in this Bill which are novef
and which we have not been deter-
red from accepting, just because they
are not prevalent elsewhere. We have
accepted them Dbecause we feel that
they would be good and in the inferest
of: the company and of the share-
holders. If those parts are deemed
desirable and to be in the interest of
the company and of the shareholders,
there should be no reason against the
acceptance of this principle that I
have been advocating. Secondly, the
case that my hon. friend argued here
was very ably argued in the other
House by an hon. Member who .&
very well versed in such matters and I
remember the answer which the
Finance Minister gave him was that
we have not circumscribed the activi-
ties of the private companies in many
matters; we have given them absolute
freedom, and that circumscribing their
powers in this small matter will not
have the desired effect, and therefore,
it would be of no use merely to intro-
duce some limiting factors with regard
to private companies in the matter of
the election of the directors, leaving
them absolutely free in all other mat~
ters. Therefore, ] feel, Sir, that if this
principle is to be accepted, it has to.
be adopted both by the private com-
panies and by the public companies.

Finally, Sir, if I may be allowed
to summarise my arguments, I would
say this. Firstly, all those who are
interested in company managements,
particularly shareholders, have
strongly  advocated Its adoption.
Secondly, the experience of those
places where it has been adopted is
not against it. Thirdly, unless we
give the thing a trial somewhere, we
shall not have the experience to
decide whether it will or will not be
a desirable principle to adopt. Fourth-
ly, on general grounds, it appears
that it is a good system, good both
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for the shareholders and for the com-
pany concerned, because, if the

minority’s interests are to be protected—
and that is one of the main aims of
thig Bill—then, this is the best way of
safeguarding the interests of the
minority without injuring, in any way,
the interests of the company. It will
not affect the interests of the com-
pany in an unfair manner. Therc is
the danger to which I referred, where
a small number of shareholders might
take recourse to acfion which might
put the company to great difficulties.
I referred in the course of the general
discussion, to financial institutions
like banks or, say, insurance com-
panies. For a bank a hundred share-
holders is nothing. But, suppose a
hundred shareholders make up a case
and go to a court of law. The case
may ultimately be rejected, but in the
meantime, a lot of harm would have
been done to the banking company.
Therefore, Sir, from all these pcints
of view, although it appears as if the
Government have made up their
mind, I would request them to give
serious consideration to this matter
and to give at least an assurance
that even though they may not accept
it now, they will still go on consider-
ing it, and probably later on, they
might think that it would be better
to bring in an amending Bill to give
effect to this principle.

Surt BHUPESH GUPTA: Mr.
Vice-Chairman, as far as this clause
is concerned, we stand for propor-
tional representation. I need not
develop this idea, because it is well-
krnown why we stand for such a
principle to be adopted. You know,
Sir, in these companies, it is not the
minority or the majority that fight.
It is money chat does it. Those who
have got control over the finances,
they do the fighting with all the
&dvantages on their side, against
those who do not have the money
and who are spread all over the
country. Naturallly, the moneyed
people in this country are in a hope-
less minority and that is reflected also
in a company. Now, just as in the
political field, we find them exerting
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their undue influence, much more so
in the economic fleld, we find these
moneyed people exerting their undue
influences, directing votes along the
lines which they think would serve
their interests. The absence of pro-
portionate voting and -all that, the
absence of election on the basis of
proportionate voting makes it for
them to carry their machinations to
the utmdst limit. In most of these
concerns, somehow or  other, you
will find in big concerns, there, the
capital gets more or less concentrated
in the hands of a very few people,
Ang these very few people control
the whole thing. They organise all
votes by prexy and all that, and it
is they who really manage or rather
stage manage so to say, the meetings
where the elections take place.

We should abandon this principle
altogether. Government should have
accepted the principle of propor-
tional representation in the case of
all companies. As long as they are
sharehoders, there .should be propor- °
tional representa‘gz)n, no matter
whether the companies are private
limited companies or public limited
companies. The procedure should
also be laid down so that proportional
representation may become effective

and not a misnomer. It would
appear from the past standpoint of
the Congress Party that it also

demanded such a thing. I have come
across a point which shows what
Shri Govind Ballabh Pant,_the then
Deputy Leader of the Congess Party
in the Central Assembly, suggested.
This is what he said in 1936:

“The election of a director shall
be on the basis of the principle
of proportional representation by
means of the single transferable
vote according to the rules framed
for the purpose under sub-section
(4) of section 151 of the Act”,

the Act that was under discussion at
that time. The date was the 16th
September, 1936 and the page No.
1200. This is what Shri Pant, at
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that time, stood for. I do not know
‘why there has been a departure
from that position to the one today,
rore especially when Shri Pant is
in a position to implement what he
kad at one time preached himself.

We know as to who are opposed to
this system of proportional represen-
tation. Just as the political plutocrats
are opposed to tne system of propor-
tional representation in the field of
voting and franchise, the financial
plutocrats are opposed to proportional
representation in the fleld of com-
merce and industry, because they are
afraid of their own shareholders.
When I advocate proportional repre-
sentation, it does not mean that the
outsiders are coming in. Only a hand-
ful of shareholders, compared to the
vast number, would be forthcoming
and they would not even allow that,
Why? Because, they know that it is
physically impossible for the majority
of the shareholders to exert their
influence on the running of the com-
pany, severally or collectively. For
one thing, they are spread all over the
country and, very often, it so happens
that they do not come to know about
the meetings until after the meetings
had taken place. Now it is not as if
the shareholders are waiting in a
queue, so to say, for the notice of
general body meetings. These people
have their own vocations in the vari-
ous flelds of public and social activity.
They are spread over in the villages
and small towns from where they can-
not come to the place of the meetings.
The meetings are not held at a place
convenient to these shareholders;
these meetings are held at places con-
venient to the managing director. The
meetings are held at the head office
of the companies, which is, more often
than not, very far from the place
where the shareholders live. In such
cases, it is absolutely impossible for
them to bring their influence to bear
upon a concern. Our managing agents,
cunning as they are, take full
advantage of this position. They
wou!d not like to stand for election on
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the basis of proportional representa-
tion. What [ say is this: What Pantiji
said some twenty years ago should be
accepted, If it has fallen 1o us to
recover from the dust—dust on that
side of the House—some of the good
ideas of the Congress Party, we have
not hesitated to do so. I only hope
that the Members on that side of the
nouse will recall the utterances of
those days as well as the position they
had taken then and would bring
themselves to support proportional
representation in this case. We want
the directors to reflect the share-
holders and we also want them to
remain under constant vigilance. This
can be ensured only by introducing
proportional representation which,
after all, is a very small concession
that the Government can give to the
shareholders of the company.

THE VICE-CHAIRMAN (SHrr H. C.
MatHUR): Yes, Mr. Doshi but please
be brief.

SHrr LALCHAND HIRACHAND
DOSHI: Yes, Sir, as brief as the
others.

THE VICE-CHAIRMAN (SHr1 H, C.
MaTHUR): Only those who have moved
amendments have spoken but, as this
is an important point, I do not want
the discussion to be curtailed,

Sury LALCHAND HIRACHAND
DOSHI: I am going to reply to four
amendments, and 1 will require half

the time that each amendment took.

I oppose these three or four amend-
ments that have been moved by hon.
friends in this House.

Sur; M. C. SHAH:
Chandulal Parikh’s?

Including Mr.

Surr LALCHAND HIRACHAND

DOSHI1: Yes, including that of Mr.
Chandulal Parikh.
My reason for opposing these

amendments is this: By introducing
this system of proportional represen-
tation, we are likely to introduce an
unhealthy principle of creating groups
in an organisation which should work,
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not group-wise but in a homogeneous
manner,

[Mr. DepuTy CHalRMAN in the
Chair]

The main reason why this has been
suggested is, that people think that
the minority is likely to be oppressed
and the majority will take away all
the benefits. But, the point is, which
{s the majority and which is the
minority? This has not been defined.
This is not like the political groups,
like the Congress Party, the Praja
Socialist Party, or the Communist
Party. It is one whole group of busi-
ness people and shareholders who are
there to do a certain business, There
is no principle or any special idea
invelved in this; it is meant for carry-
ing on certain business. It is quite
possible—and I do not dispute that—
that certain people may have a
different idea of carrying on business
but that does not mean that this ques-
tion shoulg be allowed to be governed
by voting, After all, in business, you
can carry on with the administration
of the company in a particular manner
according to the ideas that one has,
but if you say that certain things will
be derg according to one set of ideas
and others according to another, this
sort of thing will not work, It has not
worked in business and it has not
worked in Government even, We find
that coalition, which represents both
the majority and the minority parties,
works only in very critical times, As
soon as such a critical time......

Sury BHUPESH GUPTA: It seems
to work in the managing agencies.
That is why we have got Dalmia Jain.

Sur1  LALCHAND EKIRACHAND
DOSHI: That is what I am coming to.
It you want this coalition to work, it
can work only at times of crises; if
you want to retain this for all times,
it will not work because the differemnt
groups with different ideas will be
pulling in different directions, This
will create a situation which will be
very unhealthy for the management
of the concern., This kind of a theory
has not been adopted even in regard
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to the management of the State; that
being so, 1 do not see how it can be
enforced in the case of the business
concerns

It has been suggested by Shri
Chandulal Parikh that this should be
introduced in the private companies.
After all, a private limited company
is a small organisation and if we
introduce this kind of groups, it will be
very unhealthy. To protect the interests
of the minority interests, Government
have already provided—instead of
creating group rivalries in an orga-
nisation, what they will do is this—
the appointment of two disinterested
persons who will take care of the
interests of the minorities, if Govern-
ment feel satisfied that the minorities
are really being oppressed, If, how-
ever, Government do not find that the
minorities are being really oppressed,
they will appoint the two persons and
the question will not arise. But, to
force a few people to have these
additional directors where the major-
ity of the people may not necessarily
be managing agents or secretaries and
treasurers—yet, if we force certain
directors who are recommended by a
small minority, well, in that case it
is not a very healthy democratic
organisation and for that reason, Sir,
I feel that this idea of proportional
representation is not based on very
sound lines, is not universally accept-
ed though may be, at certain places,
certain experiments are being done.
Even in ordinary organisations, we go
by a direct method and there, we
manage things without any propor-
tional representation and therefore,
Sir, I feel that if this idea of propor-
tional representation were to be a
compulsory thing, it will not lead to
happy management of business orga-
nisations. I therefore strongly oppose
this idea.

MR, DEPUTY CHAIRMAN: Yes,
Mr. Rajendra Pratap Sinha. Please
be very brief. Take two or three
minutes,

Sur1 RAJENDRA PRATAP SINHA:
Yes, Sir, I shall be very brief. I shall
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just put forward a few points without

trying to develop them becauge of the

limited time that you have allotted to

me.

Sir, I do not think political ana-
logies will hold good in the manage-
ment of corporate bodies and to say

that directorships, if composed of
different sets of people representing
different interests, will lead to all

kinds of disruptions or will lead to
hamper the promotion or the develop-
ment of the company is not correct,

All the directors, whoever will be
there, will represent the interest of
the ordinary shareholders and the

minority shareholders have the same
interest as the majority shareholder,
because they are members of the
same company. Therefore, propor-
tional representation will not lead to
mismanagement or disruption,

Secondly, I would say that by the
present system, 51 per cent. is equiva-
lent to 100 per cept. and 49 per cent.
is reduced to nulity, zero. That is,
Sir, a very unfair proposition. Now,
the 49 per cent. shareholders have
absolutely no say in the matter. Now,
even with the introduction of propor-
tional representation, the majority, the
51 per cent. will be able to control
and manage the company in the way
in which they like to do. What we
say is that the 49 per cent. must get a
chance to have their say in every im-
portant matter of policy, because
though the board of directors more or
less is an executive body, but they
decide the course of policy of the com-
pany. There, minority interests must
have a say in determining that policy.

Thirdly, Sir, what I have to say re-
garding this clause 265, which is a per-
missible clause giving option to the
companies whether to have this system
¢, proportional representation or not,
is this. Now, the Finance Minister
gave some very interesting figures in
the other House in connection with the
~orking of proportional representation
in the U S A., and he has said that 17
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States in the U.S.A. have got the
optional provision whether to have

cumulative voting or not. He has also
given figures that in those 17 States,
out of the total number of companies
which are in existence, only a 11 per
cent. of the companies have exercised
this option of having a provision of
cumulative voting.

Now, Sir, the results there have
been very very unfavourable with
regard to this fact that a permissible
provision will be taken advantage of
by most of the companies, and there-
fore, J think, that this permissible
provision will remain a dead letter in
India. This I say, because of the ex-
perience of the U S A. In the USA.,
they have not been able to take ad-
vantage of this provision; nonetheless,
they will be taken advantage of here.
Therefore, Sir, we have submitted that
we must have proportional represen~
tation compulsorily introduced and if
we accept the amendment of Mr.
Ghose, wherever the Government
considers that the conditions are such
that proportional representation should
be taken away from the companies,
it will be taken away and the Govern-
ment will come to the rescue of those
companies which are suffering under
this system of proportional represen-
tation. Therefore, Sir, if this amend-
ment is accepted, it will be a sound
proposition.

Sur1 M, C. SHAH: Sir, here the
question is, whether there should be
proportional representation compul-
sorily or whether if should be nptional
as we have provided in clause 265. In
clause 263 also, my friend Mr. Kishen
Chand wants to have compulsory pro-
portional representation in the matter
of the election of the board of direc-
tors, This matter was very thoroughly
discussed in the Joint Select Com-
mittee. There were two points of view
and after discussion, the Joint Select
Committee came to the conclusion that
it should be only optional for the com-
panies wanting to have this propor-
tional representation and this is with
regard to clause 265. Now, ] have
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looked into the Report of the Select
Committee. My friend, Mr. Ghose,
was on the Select Committee and has
contributed very well in the discus-
sions of the Joint Select Committee. I
have gone through his Minute of
Dissent very carefully and ] find that
he has not raised this point at all, Of
course, he is perfectly within his
rights to change his views and to
make this suggestion here, but, as
we have already stated, it is very diffi-
cult for the Government to accept this
point of view, As he has already
quoted the Finance Minister, the
Finance Minister hag advanced argu-
ments for and against, but on the
whole, we find that it is no use trying
that experiment making that compul-
sory. There is a fear lurking here
that if there is no uniformity of
opinion among the board of directors
and that it can be done by the
majority vote in the election of direc-
tors, there is going to be some trouble,
and we should not encourage the

trouble. But at the same time, we
have said that there may be some
oppression to the minority share-

holders and therefbre *~ we have
provided for it in clause 408—it
was not there in the Select Committee
but we have provided that—that if
two hundred shareholders apply to the
Government and the Government are
satisfied that there is oppression of
minority shareholders, then the Gov-
ernment may compel that company to
have in its articles this proportional
representation. So I think......

Surr B. C. GHOSE: Is that not an
admission on your part that this will
give relief to minority shareholders;
you have accepted the principle.

Surr M. C. SHAH: No, no. It was

clause 408.

SHr; B. C. GHOSE: Yes, yes, for
clause 408, you accepted an amend-
ment in the other House.

SHrr M. C. SHAH: That is enough
for the time being,

{ 26 SEP. 1955 )

Bill, 1955 4638

Now, my friend Mr. Parikh wants
to have this compulsory proportional
representation so far as the private
companieg are concerned. He feels that
so far as the public limitéd companies
are concerned, the provision that has
been made is quite all right. But so
far as the private limited companies
are concerned, he wants to have thig
compulsory proportional representa-
tion. There are managing agents as
members of the House and if one
managing agent says that it is neces-
sary in the private limited companies
and if another managing agent says
that it is not necessary, 1 think we are
steering a very wise course in not
making it compulsory for the private
limited companies also. The private
limited companies may have 50 mem-
bers; still there also, there ought to
be homogeneity in the board and there
is no question of the oppression of
minorities there, as there may be in the
public limited companies.

Sstri M. GOVINDA REDDY
(Mysore): If the Government appoints
on ihe complaint of minority share-
holders, will there be homogeneity?

SHrt M. C, SHAH: There is also
crause 408, In order to safeguard the
interests of the minority shareholders,
if the Government are satisfled that
the working of the company is oppres-
sive to the shareholders, or is to the
prejudice of the interests of the com-
pany, then the Government can ap-
point two directors, Over and above
these two directors, the Government
have taken powers that in such cases,
the Government can compel the com-
pany to have in its articles compulsory
proportional representation. So I can-
not accept the amendment of my
friend, Mr. Ghose also. What we have
done is quite enough for the time being
and we cannot embark on an experi-
ment, the results of which are yet
absolutely unpredictable and there-
fore, we have wisely adopted this
method. I do not think, we will be ir
any way justified in accepting any one
of the amendments. e e
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Mr, DEPUTY CHAIRMAN: The Proportional representation,

question is: whether by a single transferable

vote or by a system of cumulative

69. “That at pages 138-139, for voting or otherwise, the appoint-

the existing clause 263, the follow~ ments being made once in every
ing be Substituth' nameb':—— two years'."

263, Election of directors,—At | The motion was negatived.

e O D hion, | Mr. DEPUTY CHAIRMAN: What
pany or ol a privale company wilic about amendment No. 213?

is a subsidiary of a public com-
pany, the election ) 9f d'%rectora Sur; BHUPESH GUPTA: Now,
from among the retiring dlrectprs there is no poinf. 1 would withdraw.
as offer themselves for re-election
and other perscns who have been *Amendment No. 213 was, by
duly proposed shall be by means leave, withdrawn,

of proportional representatien’.”
Mr, DEPUTY CHAIRMAN: The

The motion was negatived. question is:
Mr, DEPUTY CHAIRMAN: The 214. “That at page 139, line 13,
amendment is lost, The questjon is: for the word ‘company’ the words

‘public company’ be substituted.”

“That clause 283 stand part of the
Bill.” - The motion was negatived.

The motion was adopted. -  Mgr, DEPUTY CHAIRMAN: The
question is:

Clause 263 was added to the Bill.
EP 215, “That at page 139, line 13,
Mr. D TY CHAIRMAN: We for the word ‘may’, the words ‘shall,

have alreadv disposed of clause 264. unless exempted by the Central
Government on an application made
What about your —amendments to by the company’ be substituted.”

clause 265, Mr. Kapoor?
The motion was negatived.

Surr JASPAT ROY KAPOOR: 1
would like to withdraw them, Sir, Mgr, DEPUTY CHAIRMAN: The

question is:
*Amendments Nos, 130 and 131

were, by leave, withdrawn. 216. “That at page 139, lines 15-16

the words ‘or of a private company

Mr, DEPUTY CHAIRMAN: The which is a subsidiary of a public
question is: company’ be deleted.”
212. “That at page 139, lines 11-20 The motion was negatived.
the existing clause 265 shall be re- Mg, DEPUTY CHAIRMAN: The
numbered as sub-clause (a) of that question is:
clause, and after line 20, the follow-

ing b2 inserted, namely:— “That clause 285 stand part{ of the
Bill.”
‘(h) Notwithstanding anything
contained in this Act, the articles The motion was adopted.
©f a private company shall pro- h 111
vida for the appointment of direc- Clause 265 was added to the Bill
tors according to the principle of Clause 266 was added to the Bill
*For text of amendments vide col. *For text of amendment, vide col.

4613 supra. 4614 supra.
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Clause 267 (Certain persons not to be
appointed managing directors)
Surr BHUPESH GUPTA: Sir, 1
move:

217. “That at page 140, after line
31, the following be inserted,
namely:—

‘(d) is, or has been found guilty
of evading taxes of the Govern-
ment and/or making false entries
in a book or keeping false books’.”

(The amendment stood also in the
name of Shri S. N. Mazumdar.)

Mgr. DEPUTY CHAIRMAN: The
clause and the amendment are open
for discussion.

Surr BHUPESH GUPTA: This

relates to the provision about certain
persons not being appointed managing
directors. We want the Government
to assume powers for excluding such
people who have been found guilty of
evading taxes or making false entries
or keeping false books from appoint-
ment as managing directors, The
clause enumerates certain grounds on
which the Government may prevent a
person from being appointed as
managing director.

Mr. DEPUTY CHAIRMAN: You
want to have one more disqualifica-
tion.

Surr BHUPESH GUPTA: Apart
from the question of evading taxes,
there is the other question of making
false entries in the book. I do not
accept the argument of the Finance
Minister that the case is here and then
it goes somewhere and all that sort of
thing. If the Government has got
certain information with regard to a
person that he has been evading pay-
‘nent of taxes, the Government should
have such a power to prevent the per-
son from being appointed as manag-
ing director. For that, one need not
have to go to the Supreme Court and
get a verdict of the ccurt, The Gow
ernment can certainly act in
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interest, on the basis of the informa-
tion it has in its possession. The other
thing, that is making false entries in
a book or double book keeping, is one
of the virtues that go with our manag-
ing agents and managing directors in
this country. They are pastmasters in
handling two books at a time; some of
them I think handle even more than
two books at a time. We come to
know of things only when the com-
pany has been thoroughly bungled, as
things are coming out now with re-
gard to a particular insurance com-
pany. These gentlemen do not them-

selves go and write the books. They
ask other people to write their
accounts and the employees very

often come to know the malpractices
like the ones indulged in the Bharat
Insurance. They ¢ome out and place
the facts before the public. In such
cases, we should not allow persong of
that sort to continue as managing
directors and such people should
never be appointed to such posts, 1
do not see why the Government
should not accept this amendment, It
is for them to take a final decision on
the basis of the information they may
get. I am only asking them to arm
themselves with this power because
we want our joint stock companieg to
be gradually rid of those gentlemen
who are believers in double book keep-
ing, who perpetrate such tricks day
in and day out, thereby deceiving the
shareholders, deceiving the public and
deceiving the exchequer. Therefore, 1
say that my amendment should be ac-
cepted.

Surt M. C. SHAH: | am sorry I
cannot accept the amendment. Already
we have provided that those who are
convicted will not be allowed to con-
tinue as managing directors. Naturally
we cannot go on mere suspicion., Thev
must be convicted of an offence involv-
ing moral turpitude. If my friend
brings to my notice any case of
false entries being made I am pre-
pared to take action immediately.

Mr. DEPUTY CHAIRMAN: The

public | question is:
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217. “That at page 140, after line
31, the following be inserted,
namely:—

‘(d) is, or has been found guilty
of evading taxes of the Govern-
ment and/or making false entries
in a book or keeping false
books’.”

The motion was negatived.
Mgr, DEPUTY CHAIRMAN: The
question is:

“That clause 267 stand part of the
Bill.”

The motion was adopted.
Clause 267 was added to the Bill.

Clauses 268 and 269 were added to
the Bill,

Clause 270 (Time within which share
qualification is to be obtained and
maximum amount thereof)

Surt KISHEN CHAND: Sir, I

move:
70. “That at page 141,

(i) in line 19 for the wordg ‘five
thousand rupees’, the words ‘two

thousand rupees’ be substituted;
and
(ii) in line 20, for the words
‘five thousand rupees’, the words
‘two thousand rupees’ be sub-
stituted.”
MRr. DEPUTY CHAIRMAN: The

clause and the amendment are open
for discussion,
3 PM B

Surt KISHEN CHAND: Sir, for
directorship, there is a minimum gquali-

ficauion 0f holding shares of nominal
value of five thousand rupees, or holding

one share where it exceeds five
thousand rupees. I may point out to
the hon. Finance Minister that

formerly the qualification used to be
Qa4 high as fifty thousand rupees or
cveu one lakh of rupees. Gradually,
the Government has lowered it. I
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think even this figure of five thousand
rupees is too high for an average
shareholder, especially in companies
where the total paid-up capital is two
lakhs or three lakhs. So, in the case
of companies with a capital of five
lakhs, to have the qualification laid
down as five thousand rupees is too
high. Therefore, I have suggested
the figure of two thousand rupees, It
only means the lowering of the limit
of share qualification.

MRr. DEPUTY CHAIRMAN: Do you
accept it, Mr. Shah?

SHr; M, C, SHAH: No, Sir, This is
in accordance with the recommenda-
tions of the Company Law Committee
which had examined so many persons
and they deliberately came to the con-
clusion that this limit ought to be
there We do not think it should be
changed.

Mr. DEPUTY CHAIRMAN: Do you
press it?
SHRr KISHEN CHAND: Yes, Sir.
Mr, DEPUTY CHAIRMAN: The
question is?
70. “That at page 141,—

(i) in line 19, for the words ‘five
thousand rupees’, the words ‘two
thousand rupees’ be substituted.
and

(ii) in line 20, for the words
‘five thousand rupees’, the words
‘two thousand rupees’ be substi-
tuted.”

The motion was negafived.

Mr, DEPUTY CHAIRMAN: The

question is:

“That clause 270 stand part ¢f the
Bill”

The motion was adopted.

Clause 270 was added to the Bill.

Tlauses 271 to 274 were added to
the Bill.
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Clause 275 (No person to be a Director
of more than twenty companies.)

MRr. DEPUTY CHAIRMAN:
are three amendments.

There

Suri KISHEN CHAND: Sir, I move:

71. “That at page 142, at the end
of line 28, after the word ‘com-
panies’ the words ‘of which not more

_than five have a paid up capital in
excess of fifty lakhs of rupees each
or not more than two have a paid
up capital of two crores of rupees
each or in excess of it’ be added.”

(The amendment also- $tood in the
name of Shri V. K. Dhage.)

SHRI
move:

BHUPESH GUPTA: Sir, I

218. “That at page 142, Ilne 28,
for the word ‘twenty’ the word ‘five’
be substituted”

219, “That at page 142, after lne

28, the following be inserted
namely:—
‘Provided that 1t any person

- holds office at-the same lume as
director of more than one conyr
pany, the number of the companies
shall be such that the block capital
of all such companies shall not
in the aggregate exceed ten crores
of rupees’.”

(The amendaments also stood in the
name of Shri S. N. Mazumdar.)

Mgr., DEPUTY CHAIRMAN: The
clause and the amendments are open
for discussion. Any speech?

Sur1 BHUPESH GUPTA: Yes, Sir.
A long speech, because this is per-
haps one of the few chapters on which
we have to speak. The rest we do not
bother much, because the other things
relate to the winding up and all that.
Here, Sir, as you will see:

“After the commencement of this
Act, no person shall, save as other-
wise provided in section 278, hold
office at the same time ag director
in more than twenty companies.”
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I tell them straightaway that we are
opposed to this provision because the
number is too high, We want that the
maximum number should, In our view
be five. That is number one. Point
number two is, we also qualify this
number by putting a provision as to
the block capital that may be shared
between the companies under such
directorship......

Surr C. P. PARIKH: On a polnt of
information, what is this block capital?
Will he define block capital and paid-

up capital, the difference between the
two?

SHrr BHUPESH GUPTA: Now, let
me start with my point number

Sary C. P. PARJKH: No explana-
tion?

Sir1 BHUPESH GUPTA: You may
explain it.

Sarr C, P. PARIKH: But you don’t
know it?

Sur; BHUPESH GUPTA: | have
got your book, I will have to read it
Surr C. P. PARIKH: But you don’t

xnow what is block capital?

SHri BHUPESH GUPTA:
all capital.

1 1include

Sdrt C. P. PARIKH: All capital?
Paid-up capital and all block capital?

Surt BHUPESH GUPTA: But you
should be knowing the definition
better!

Surr C. P. PARIKH: But you don't
know it?

Mr, DEPUTY CHAIRMAN: Order,
order,

Sir1 BHUPESH GUPTA: Here the
matter has been debateqd at length in
these various committees and also
when the Company Law Committee
discussed such matters. But we are
not at all satisfled with the provision
here, inasmuch as the number has
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been settled ultimately at twenty,
This is very high, as 1 have said. In
this connection, 1 would like to draw
your attention to what Shri C. P.
Ramaswamy Ayyar said on the point:

“I am in favour of fixing the
maximum number of companies on
which any person can serve as a
director at three or four at the most.
In many commercial centres, direc-
torships are the pre-requisite of a
few monopolist groups of individuals
who fleet about from meeting to
meeting and earn sitting fees with-
out concentration on the affairs of
any particular concern. Such a state
of thing furnishes opportunities for
mismanagement by managing direct-
ors and managing agents or an offi-
cial of the concern,”

This is what a gentleman like Shri
C. P. Ramaswamy Ayyar, who be-
lieves in capital and all that has had
to say in regard to this matter. Now,
in our country we want that the num-
ber of directorships in respect of an
individual should be brought down to
the minimum because this will be one
of the ways by which you can elimi-
nate, at least reduce, the concentra-
tion of wealth that is taking place and
also concentration of financial power
in the hands of a very few people that
is taking place in the country.

Secondly, if one person has to be a
director of twenty companies, how on
earth would he manage all these
companies? They are not supersonic
personalities. We know what ty'ne of
personalities they are. Certainly, they
have got very great experience in
financial matters and all that and it
is our regret that that experience is
utilised to the detriment of the country
more often than not. Nevertheless,
they have got some experience. Even
granting that, it is not possible for a
person to handle twenty companies at
a time. I am not saying that meetings
are held on the samé day, But we

" take it that when one is on the hoard
of directors, he should keep himself
posted with at least the broad develop-
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ments of the company and devote
some of his time to find out what is
what in the management of the com-
pany. Otherwise, he would not be in
a position to apply his mind to ques-
tions of policy and administration
when such matters are brought up be-
fore the meeting of the board of
directors. In our countiry exactly the
opposite thing has happened, Now,
Shri C. P. Ramaswamy Ayyar has
said how they fleet about in cars from
one meeting to another. And we have
been told in the course of the debate
in the other House that some of them
just rush into the board of directors’
meeting, sit there and throw about
their weight a little and then emerge
out of the meeting without doing any-
thing. The matter is left in the hands
of the managing director or other per-
son directly concerned with the day to
day running of the management of the
industry or financial undertakings.
We want to put a stop to such things.

Now, Government has had an op-
portunity to reduce the number and 1L
think in this House, they should change
their mind and at least should see
that the number is brought down to
five. I am for four, as you know, but
I have given one more., That is more
than what Shri Ramaswamy Ayyar
would give you, He gave four at the
most. 1 give one plus, You take five,
if you like, but bring it down {o that
number. Here, in our country, we do
not have even the facts—the facts
should have been supplied to 4s—as fo
who owns how many directorships. I
am not concerned with the managing
agency. I am concerned with indivi-
duals. T have found from a book that
in 1949-50 there were:

H. C. Waters 50 directorships.
Purshothamdas

Thakurdas 50 directorship=
C. J. B. Palmer 30 directorsnipr.
G. C. Pangur 368 directorships.
Mr. G. Morgan 26 directorships.
A. D. Vickers 25 directorships.
C. L. Jatia 24 directorships
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T. L. Martin 23 directorships.
H. F. Benslay 22 directorships.
Ram Nivas Ruia 41 directorships.

Companies

Padampat
Singhania 40 directorships,
- Lakshmipat
Singhania 30 directorships.
Ramkrishna
Dalmia 38 directorships.
S. P. Jain 31 directorships.

D. M. Khatau 25 directorships.
K. P. Goenka 32 directorships.
So, this is the list.

SHR; SHRIYANS PRASAD JAIN
(Bombay): No, no. He is totally wrong.

Surr BHUPESH GUPTA : I can give
you this book called “Combination
movement in Indian Industry” by
M. M. Mehta. I stand subject to cor-
rection.

SHR1 SHRIYANS PRASAD JAIN:
What is the period.

Surr BHUPESH GUPTA: 1949-50,

SaRr; SHRIYANS PRASAD JAIN: 1
do not remember.

Surr BHUPESH GUPTA: But these
are the latest figures that we have
collected. We try from the Finance
Ministry to get material facts and if
we are not provided with these, our
friends in the other House procure the
material from their official friends.
Therefore, 1 stand subject to correc-
tion. But this gives you a rough idea
as to how the directorship is divided.
Even the Finance Minister, in this
book containing his speeches, had to
admit that there are nine families who
control and share among them 600
directorships, I am on very firm
ground, even if the figures here may
be wrong., We want to put a stop to
such things. These people go on con-
trolling the financial world, taking one
company after another, Such a thing
is taking place in our country. Since
the beginning of the century, the pro-
cess started, but immediately during
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the second world war, the process was
acce]ex;ated and it is going on com-
pletely unchecked, with the result that
we find some of them controlling a
large number of companies  through
such directieaship. Te]] me how can
you expect jJustice and fairplay in the
economjec field, when a few people
have so much control over so many
companies? That ig the question that
I put before the House. Even if they
were like Caesar’s wife, I will have
suspicions, because I feel that persons
who are in a position to command
S0 much finance in a class-ridden
society are liable to fall into all kinds
of malpractices and lapses. As far as
these people are concerned, we know
that a number of them had been
hauled up for one thing or other. We

know at one time, the residence
of......

MRr. DEPUTY CHAIRMAN Order,
order. Do not mention names,

SHRI BHUPESH GUPTA: The great
ones who live in ‘Kamla Tower’ in
Kanpur were searched by the police,
Similarly, the gentleman of Mansingh
Road is in the soup. I do not know
what will happen to him, But they
are in such ga position that they are
able to find one €rore of rupees and
get awdy. If I had been there, I would
have been put up in the Delhj jail,
because I cannot furnish any security
of even one thousand rupees, Even if
I furnish, nobody will accept it. You
will not accept it. That only shows the
financial power of the bosses, He will
be able to furnish a security of one
€rore of rupees. Imagine how much
money he must be having, I know of

other cases also, T need not go into
them,

This financial concentration has
taken place for a long time and this
multiple directorship has been one of
the devices whereby financial control
has been brought to an extreme I'mit.
We are up against it, Can we nst find
directors other than these people?
Must we always appoint the same per-
sons in the companies? It is possible
for the shareholders to find directors
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srom among themselves or from
others. If it is not possible for the
Finance Minister, the shareholders can
do it. Why don’t you find a director.
he may ask me. It will have some
plausibility in it, I say that we want
to regulate this thing. To-day, you are
passing a law you say, in order to set
a new model, in order to remedy cer-
tain ills that exist in the affairs of
our companies, So, make it obligatory
for a person not to hold more than
five directorships. That will be the
real way of tackling the problem.
That will inspire others also. The
shareholders get an idea of what you
stand for and see that wrong types of
people are not chosen as directors.
You will see that I have brought it
down from 50 to 20, There has been a
fall, I concede. | can imagine 20 com-
panies controlling the financial world.
Not only that. Suppose a company
holds another company. What hap-
pens? That provision is not there.
Through ramifications, they get at
the apex and control the directorship
of twenty companies covering the
industrial and financial fields. This is
absolutely wrong. I see no reason as tc
why we should maintain that position.
1 have a suspicion that Government
have yielded to the pressure of big
money in this matter, because there
was a time when they were thinking
of controlling these people. But pres-
sure was brought on the Government
even through financial journals. But
I find that the Government’s approach
in this matter more or less is adjusted
o what they are taking, but not to
what we are demanding. This is the
trouble with this Government.

Then take the capital side, There
may be very small concerns with very
little capital. Now, one may be a
director of flve of them, another may
be a director of two of them. So. in
order to protect the financially poor
in the industrial and financial under-
takings, it is necessary to put a ceiling
on the total block capital with the
companies under the directorship of
an individual.
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I have suggested here ten crores of
I wanted to say five crores of

rupees.
rupees. That is my intention, I have
not a doubt about it. I am a guilty
person in this matter. The mistake

must have emanated from me,

Sur1 C. P. PARIKH: In his amend-
ments, he has mentioned ‘ten’ in two
places and ‘five’ in {wo places., Will
he explain that?

Surr BHUPESH GUPTA: You are
quite right, hon. Mr. Parikh. I wanted
to say ‘five’ in all places, Sometimes,
we are also liable to commit mistakes.
1 stand subject to correction.

Mr. DEPUTY CHAIRMAN: Mr,

Gupta, you had 20 minutes.

Ser1 BHUPESH GUPTA: Therefore,
make it ten crores, if you insist. If
the hon. Finance Minister is agreeable,
I should say that I make it ‘five’.

Mgr. DEPUTY CHAIRMAN: This
amendment should be accepted.

Surr BHUPESH GUPTA: All that 1
need say is that after yesterday’s
round-up of the gentleman of Man-
singh Road, Government should wake
up. There is time to reduce the num-
ber, I read out how many director-
ships are there, one particularly hold-
ing 41. He made a mess of it,

Sur1 KISHEN CHAND (Hyderabad).
The hon. Member who just preceded
me has alreafly given you certain figures
and 1 have got only to add to it. Dur-
ing the last two or three years, the
number of persons holding large
directorships has gone up But you
must consider the amendment from
the point of view of the objectives of
this Bill. The hon. Finance Minister
in his speech tried to make it quite
clear that we do not want the
hoarding up of economic power in one
or a few hands,

But the hon. Finance  Minister
changes his position. First of all he has
asserted very vigorously thet the main
objective of this Bill is to control
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financial hold by a few people on the
economic life of the country When we
find that a person 18 a director of
twenty companies, and these -~om
panies are small ] have no objection
One person can be a director of
twenty companies provided they are
small My amendment states clearly
that out of these 20 companis, not
more than 5 companies can have
paid-up capital 1n excess of 50 lakhs
each, or not more than 2 compadnies
can have a paid-up capital of 2 crores
of rupees or over The underiying
idea 1s that 1f a person 1s a director of
20 companies of which 2 may have
a paid up capital in excess of 2 crores
each, the result will be that he wll
not have a great stranglehold on the
economy of the country The only
object of this amendment is not 1o
permit one man to have such a control

Sir I may pownt out that in the
case of shareholders, I wanted to
bring in an amendment where minority
shareholders will have a right of
electing directors That was not ac-
cepted The result will be that only a
few people will always become
directors of big companies and get
control over 1ts economy The hon
Mimster either should give power to
the shareholders to elect other persons
as directors or restrict it according to
my suggestions If both these things
are not followed, there 1s no powrt in
bringing 1n this Company’s Bill, a»
the present type of control will con-
tinue 1n a few hands who will mam
pulate the company’s economy to
their benefit and not to the benefit of
the country

Sur1 C P PARIKH Sir, first of all
there are three amendments in respect
of clause 275 Mr Bhupesh Gupta 18
unable to understand what 1s block
capital Then Mr Kishen Chand has
stated 25 lakhs and 2 crores ang all
that Both of them do not know what
1s paxd up capital of certain companies
even The paid up capital of one s ngle
company, Tata Iron & Steel Co 1s 17
crores of rupees The Associated
Cement Co has a paid-up capital of
12 6 crores of rupees
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Sur1 KISHEN CHAND I would
like to know how 1t covers my point

SHrr C P PARIKH I am answer
Ing, but before I answer, I want to
point out what you do not know The
third 1s the Imperial Tabacco Co,
which 15 now a public imited company
It has 15 crores of rupegyas its paid-up
capital So 1n each of these companies
these hon Members mean that there
should be one director!

Some How MEMBERS No No

Sury B C GHOSE The amend-
ment 1s that out of 20 companies only
two can be with capital abave 2 crores
of rupees and 1n more than five above
50 lakhs of rupees

Sur1 C P PARIKH: In one com
Pany, 1t 1s more than ten crores of
rupees He can be a director of only
one company I am reading two more
amendments Mr J R D Tata 15 a
d rector of Tata Iron & Steet He
must resign his directorship from all
his concerns

AN Hon MEMBER From the Indian
Airlines

Syurt C P PARIKH From the
Ihdian Airlines ] think this 1s some-
thing talking in a way without under-
standing how ndustries shoulg be car
ried on, or are being carried on

Sur1 LALCHAND HIRACHAND
DOSHI Sir, I oppose these amend
ments My main objection 1s that the
fear expressed by my friend, Shn
Bhupesh Gupta and also Shr1 Kishen
Chand that holding of many director
ships by certain individuals will lead
to concentration of economic power 1s
false How that can happen I cannot
understand

Surr KISHEN CHAND
Finance Minister

Surr LALCHAND HIRACHAND
DOSHI If a company has got ten or
twelve directors, I am unable to
unhderstand how the economic power
is so much concentrated because real
ly, 1t 1s not one but so many directors

Ask  the
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In Government, we find that one per-
son controls the whole of the State,
Yet we do not object to that. We, in
our democratic organisation, do not
mind that the power of ruling, not
only in economic affairs but in every
day-to-day affairs, is being given in
the hands of the Government. After
all, who are this Government? It is
the people chosen by the people of the
country, In the same way, who are
these directors in a company? They
are not individuals who are there
simply by their wealth or some such
thing. These are people who because
of their sincere services rendered to
the society......

Pror. G. RANGA
yes!

SHrt LALCHAND HIRACHAND
DOSHI: ...... have acquired con-
fidence in the mind of the investor.
They are elected at the annual general
meetings by the vote of the share-
holder, They do not come there us
nominees of X, Y, Z, but they come
there, because certainly, they have
acquired the confidence of the share-
holders, and they are elected by the
shareholders.

(Andhra): Oh,

The main object in putting this res-
triction has been, not that there is
economic control but, because when
a man becomes director in too many
concerns, it does happen that his at-
tention is so much divided that he is
unable to concenirate on the manage-
ment of the company in the manner in
which he should. That is the main
objective in reducing the number
from 50 to 20. 20 is the makimum that
has been put here. Therefore, it is not
so much the fear of economic control
that is in the mind of the Govern
ment in putting this control, but it is
mainly the efficient management of
the company that is intended, This
fear of economic control going into the
hands of a few people is mere political
eye-wash and, therefore, ought not to
be given much credit to.

Mr. DEPUTY
Shah,

CAIRMAN: Mr.
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Sur1 KANHAIYALAL, D. VAIDYA
(Madhya Bharat): Sir, [ want two
minutes,

Mgr. DEPUTY CHAIRMAN: I have
already called out his name.

Surt KANHAIYALAL D. VAIDYA:
It has become the monopoly of two
or three on this side and two or three
on the other side.

Sari BHUPESH GUPTA: Why does
he not join the monopolists? Sir, you
can give him time,

Surr M. C. SHAH: Sir, I cannot
accept the amendments proposed by
Mr. Kishen Chand or my friend Mr.
Bhupesh Gupta. We consider as to
how many directorships we allow to
an individual. It happens that there
are certain people in India—who are
very well versed ir industrial orga-
nisation and it may be that their help
in matters—financial, administrative
and organisational—be useful to the
company concerned. But at the same
time we do not want that very many
directorships should be taken up by an
individual and, therefore, we have
just fixed 20. That number also is an
arbitrary one. At least, we must have
some number. Therefore, as we have
already stated, managing agency for
ten companies and directorship of 20
companies will be quite sufficient and
will be reasonable, Therefore, we have
just put the figure of 20 and, I think,
this is a reasonable figure for the time
being, If later on, we find that this
number 20 is more than necessary,
certainly we can come in again and
amend the provision. For the time
being, this is an arbitrary figure and
we think that that figure is reasonable.

Sur; KISHEN CHAND: One ques-
tion, Sir? He does not want to relate
the number of 20 companies with the
paid-up capital of the companies?

SHR1 M. C., SHAH: We do not want
to make it complex pald up capital,
blocked capital and all these things.
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We do not want to bring all these com-
plexities in the Company Law; we
want to have it as simple as possible.

Mgr. DEPUTY CHAIRMAN: The
question is:
71. “That at page 142, at the end

of line 28, after the word ‘companies’
the words ‘of which not more than
five have a paid-up capital in
excess of fifty lakhs of rupees each
or not more than two have a paid-up
capital of two crores of rupees each
or in excess of il’ be added.”

The motion was negatived,

Mr., DEPUTY CHAIRMAN:
question is:

The

218. “That at page 142, line 28, for

the word ‘twenty’, the word ‘fve’
be substituted.”

The motion was negatived,

Mgr. DEPUTY CHAIRMAN: The

question is:

219, “That at page 142, after line

28, the following be inserted,
namely:—
‘Provided that if any  person

holds office at the same time as
director of more than one com-
pany, the number of the companies
shall be such that the block
capital of all such companies shall
not in the aggregate exceed ten
crores of rupees'.”

The motion was negatived,

Mgr. DEPUTY CHAIRMAN:
question is:

The

“That clause 275 stand part of
the Bill.”

The motion was adopted.
Clause 275 was added to the Bill.
Clause 276 was added to the Bill.

Mgr. DEPUTY CHAIRMAN: Then,
we come to clause 277. The amend-
ments are consequential amendments,
and therefore, they are out of order.
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Clause 277 was added to the Bill.

Clause 278 (Exclusion of certain direc-

torshipg for the purposes of sections
275, 276 and 277)

Suri KISHEN CHAND: Sir, I move:

72. “That at page 143, lines 35
to 37 be deleted.”

Surr C. P. PARIKH: Sir, I move:

132. “That at page 143, line 30;
after the word ‘which’. the words
‘has a paid-up capital of less than
ten lakhs of rupees and’ be inserted.”

Mr. DEPUTY CHAIRMAN: The
clause and the amendments are open
for discussion.

SHrr KISHEN CHAND: Mr, Deputy
Chairman, my amendment is a very
simple amendment, In this clause, it
is stated in sub-clause (d) as follows:

“a company in which such person
is only an alternate director, that is
to say, a director who is only quali-
fied to act as such during the absence
or incapacity of some other director.”

This clause is really meant for defin-
ing the number ‘20’ While counting
the number ‘20°, these companies will
not be included, where he is an alter-
nate director. That meang that he can
be an alternate director in
another 50 companies, and in this
indirect way, defeat the very purpose
of this Bill, The purpose of the Bill
is that the directorship should be res-
tricted to 20. Now, he becomes a
director of 20 companies, and then,
he becomes an alternate director in 50
other companies. He has got one bogus
person elected as a director there, and
along with that bogus person, he has
his owpn name put in as an alternate
director. The result will be that he
will be a regular director of 20 com-
panies, and an alternate director of
50 other companies. He will really be
the director of 70 companies, In order
to avoid this loophole, I want these
lines to be deleted. ] feel, Sir, that
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without any amendment he c&n
manoeuvre things in such a way thata
bogus director is always absent and he
is acting, That will defeat the very
purpose of the Bill, and since we have
passed the other clause in the Bill,
this should automatically be deleted.

Sur1 C. P. PARIKH: Sir, my
amendment is quite simple. The
Finance Minister wants to exclude the
private limited companies altogether
while counting the number of 20’
Now, Sir, I have moved this amend-

ment in order that the private limited |

companies which have a paid-up
capital of over Rs. 10 lakhs should be
included. And, how many companies
are there in all? There are 156 com-
panies, manufacturing companies,
which are private limited companies
with a paid-up capital of Rs. 10 lakhs
and over, and there are 289 non-manu-
facturing concerns, which are private
limited companies with a paid-up
capital of Rs, 10 lakhs and over, So,
the total number is 445. Now, they are
excluded. And such companies should
be included while calculating the num-
ber of ‘20°, because when he is in-
cluding the public limited companies
with a capital of even Rs. 2 lakhs and
Rs. 1 lakh, I think, there is all the
more reason why he should inctude
the private limited companies which
have a capital of Rs, 10 lakhs and
over. It is based on the principle
which the Finance Minister has ac-
cepted at some other places. Read, Sir,
clause 327, sub-clause (¢) where it has
been stated as follows:

“a private company which is not
a subsidiary of a public company,
nnless the Central Government, by
general or special order, specifically
exempt the private company.”

e
Only then, it will,excluded. There-
fore, Sir, in clause 278, when we
adopt certain principles for including
or excluding private limited com
panies, then naturally, there must be
some governing principle. We cannot
have different principles in different
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clauses. When this Bil] was in the
Lok Sabha, this particular provision

was adopted “...... unless the Central
Government, by general or special
order, specifically exempt the private
company.” The directorate may not
be in the hands of a few persons, and
if that is the desire of the Finance
Minister, then this provision should
be there in the Bill. If he does not
accept even that much, then, I suggest
that at least this provision—“unless
the Central Government, by general
or special order, specifically exempt
the private company.”—should be
accepted here, because that is appear-
ing in other clauses also.

Surr M. C. SHAH: I regret, I can-
not accept the amendment of my
friend about the private companies.
We have said so many times that we
do not propose just to have more and
more restrictions on private companies.
Here, we are concerned more with the
public limited companies, and we have
provided 20 directorships.

Now, Sir, with regard to Mr. Kishen
Chand’s amendment, if he will refer
to clause 313, he will find stated
therein as follows:—

...... during his absence for a period
of not less than three months from the
State in which meetings of the Board
are ordinarily held.”

It may be that some directors mav
gc out of India and for three or four
months they may not return, Anc
therefore alternate directors mav be
appointeqd for three months. There-
fore, there is not going to be any
loophole or any evasion of the law that
we are making. This is only a provi-
sion for certain emergencies. There-
fore, Sir, I cannot accept his amend-
ment,

Surr KISHEN CHAND: It does not
say ‘“not mor: 'han three months”.
But it says “not less than three
months”, That means that he can be
absent for a whole year.

SHry M. C, SHAH: It says “during
his absence for a period of not less
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tharr three months from the State in
which meetings of the Board are
ordinarily held”.

Companies

Surr KISHEN CHAND: It means
that they will just appoint the alter-
nate directors, and instead of 20,
there will be 30, 40 and so on,

Pror. G. RANGA: May I, Sir, ask
for some elucidation? May I under-
stand the significance of the amend-
ment moved by Shri Parikh? Is it
calculated to increase or to decrease
the concentration of power in the
hands of a few people?

sgrt M, C. SHAH: Suppose on a
board of directors, there are 10
directors or 12 directors. That does
not mean that there is concentration
of power in one director, As I have
explained, they would just have 20
directors. We want certain people who
are well-versed in industrial manage-
ment, and who have got reputation
regarding their financial status and
also regarding organisational ability.
Whenever there is a good company, it
would always like to have those peo-
ple as directors who are well-reputed

for their integrity and for
their financial status, as also
for their ability in managing

the company. Therefore, in order not
to hamper the industrial progress of
the country, and for the time being,
we have proposed that there should be
20 directors. The question of concen-
tration of power will come in in other
spheres, and not here.

Sur; KISHEN CHAND: ‘During his
absence’ does not mean outside India.
It is a clear wrong statement by the
hon. Minister. If you permit......

Mr, DEPUTY CHAIRMAN: There
is no limit to questions. This cannot be
turned into a question hour. He has
explained.

Surr M, C. SHAH:
clause 331......

M=r, DEPUTY CHAIRMAN: I am
putting the amendments to vote. The
question is:

83 R.S.D.—6

say under

[ 2¢ SEP. 1955 ]

Bill, 1955 4662
72. “That at page 143, lines 35 to
37 be deleted,”

The motion was negatived.

Surr C. P. PARIKH: Sir, I Leg to
withdraw amendment No. 132.

*Amendment No. 132 was, by leave,
withdrawn.

Mgr. DEPUTY CHAIRMAN: The

- question is:

“That clause 278 stand part of the
Bill”

The motion was adopted.
Clause 278 wds added 1o the Bih.
Clause 279 (Penalty)

MRr. DEPUTY CHAIRMAN: Amend-
ments Nos, 227 to 229 are con-
sequential and are, therefore, out of
order. The question is:

“That clause 279 stand part of the
Bill.”

The motion was adopted.
Clause 279 was added to the Bill,

Clause 280 (Age limit and vacation of
office on reaching age limit)

SHRy
move;

KISHEN CHAND: Sir, I

73. “That at page 144, line 6, for
the word ‘sixty-five’, the word
‘seventy’ be substituted.”

Surr JASPAT ROY KAPOOR: I am
not moving amendment Nos. 133 and
134, because I would suggest the dele-
tion of this whole clause. In that case
no amendment is necessary.

Mr. DEPUTY CHAIRMAN: The
clause and the amendment are open
for discussion. Mr, Kishen Chand.

Sur: KISHEN CHAND: I have
hardly anything to say except that
65 is too low an age. Now that longe-
vity is increasing in our country and

*Tor text of amendment, wvide col.
4658 supra. -
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[Shri Kishen Chand.]
people are quite healthy at 65, they
should be permitted to serve till 70
years.

Companies

Sur; JASPAT ROY KAPOOR: Sir,
I have to oppose this clause. 1 would
like to oppose not only this clause but,
with your permission, I would like to
oppose the retention of clauses 280 to
282 because all these three clauses
relate to the retiring age of directors
and if one goes, the others also have
to go automatically, These three
clauses appear to me to be very
fantastic and if I may use a word,

it is something childish to have these |

three clauses here. 1 hope | will have
the fullest support of my hon. friend,
the Finance Minister in charge of this
Bill, Mr. Shah, and out of dignity for
his own age at least, or out of res-
pect for that, I hope he would sup-
port me, What does it mean?

Suri M. C SHAH: I am not old

(Interruptions.) -

Surr JASPAT ROY KAPOOR: He
is not old but he will be soon reaching
that age of 65 and according to this, he
will be practically condemning him-
self and condemning us alsc when
we reach that age. Let us see what
the position is with regard to the
different walks of life. S¢ far as
Members of Parliament are concerned,
there 1s no upper limit of age. So far
as doctors are concerned, no upper-
limit is there. So far as lawyers are
concerred, there is no upper limit.
There is lower limit prescribed for
Members of Parliament—25 for the
Assembly and Lok Sabha and 30 for
this House and the Councils. But no
upper limit is fixed anywhere

Surt BHUPESH GUPTA: For

judges?

SHR1 JASPAT ROY KAPOOR: Even
for doctors who have to deal with the
question of life and death, there is
no age-limit prescribed; they are per-
mitted to treat patients upto any age
and no upper agelimit 15 fixed for
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them even, but in the matter where
we have to deal with only finance,
upper-limit is going to be placed, Let
it not be said of us that we attach
greater importance to money than to
law itself. Therefore this is absolutely
unnecessary. What do these three
clauses provide? They say that one
who has attained the age of 85 shall
not be eligible to be appointed a
director, but if the shareholders so
want, they may, by passing a resolu-
tion, of which special notice must be
given in advance .....

Pror, G. RANGA; Government ot
India should agree with it,

Surr JASPAT ROY KAPOOR: Gov-
ernment does not come in the picture
at all. Everything is left in the hands
of the shareholders absolutely. What
is the meaning of having all these
clauses? If the shareholders want to
elect a man as a director, they can
elect him whether he is 65 or 70. So
ultimately, according to the existing
conditions and practice, and even
according to the practice that would
be obtained after we had these three
clauses, the shareholders would be
the ultimate authority, Why then
have these virtually childish provi-
sions in this Bill? I, therefore, submit
that we should not have these three
clauses, They are unnecessary, lacking
in utility, dignity and grace, etc. Let
us not have these worthless provisions
in this otherwise important and very
well-drawn up Bill,

SHrRr D. D. ITALIA (Hyderabad):
Sir, I also want to support my friend
and want the deletion of these three
clauses, Nos. 280 to 282 There are so
many Members of Parliament who are
sitting here and making laws, who are
over 65 years and there are so many
Ministers also who are administering
the State affairs at ages of over 65. So
I don’'t understand why we should
have the restriction that directors
should be of the age of less than 635,
As I said in my speech the other day,
T am at present 74, having completed
73, and am director of four companies
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in Hyderabad State. Why no. take
advantage of mature age and

knowledge?

SHR; JASPAT ROY KAPOOR: And
how wise you are!

Surt H. P. SAKSENA: There are
other Members wanting fo speak.

Sur1r B. C. GHOSE: Let us have 2
or 3 minutes each.

Sur; H. P, SAKSENA: It is not in
any self-interest that I rise to speak

on these three clauses in order to
oppose them.,

Surt LALCHAND HIRACHAND
DOSHI: Let my friend forget self-
interest before public-interest.

Suri H. P. SAKSENA: I have
already forgotten it.

Mgr, DEPUTY CHAIRMAN: Are

you opposing the entire clause?

Sur; H. P, SAKSENA: Yes. T am
supporting Mr, Kapoor and opposing
the retention of these clauses in the
Bill. T may remind this House that
Lord Pethick-Lawrence was 76 years
of age when he presideq at the Cabinet
Mission which was sent to India by
UK, in 1946.

Suri B, C. GHOSE: We have Shri
M. Visweswarayya.

Surr H. P. SAKSENA: Shri M.
Visweswarayya whom we recently
saw at Delhi receiving the grand
decoration at an investiture held in
the Government House is 94 years of
age—my friend Shri Ramaswamy
Mudaliar informed me that, Shri M.
Visweswarayya is 94 years of age, I
repeat.

' (Interruptions.)

i
PR

1 am not confusing him with any-
body else. I am myself, Sir seventy,
let me give my age; and I hope I am
perfectly capable of being appointed
the manager of any number of com-
panies,
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SHRI S. N, MAZUMDAR: But please
do not become a capitalist.

SHr1 H. P. SAKSENA: [ say, any
number of companies, not private,
but public companies. Not that J want
to become a capitalist by becoming
the director of a company, [ am posi-
tive and certain of my own inherent
capabilities never to convert myself
into a capitalist. And if J do become
a convert to capitalism, ] may say
that all the money that I would
squeeze out of the capitalists would
be spent in the cause of the poor and
the down-trodden people,

But what 1 say now is that a fixing
of the age of a director at 65 years ic
unthinkable, inconceivable and abso-
lutely “arbitrary and would be of no
use whatsoever. This provision, there-
fore, must be dropped. Consequently
all the three clauses mentioned by
my hon. friend, Mr. Kapoor, clauses
280, 281 and 282, will have to go. |
do not know why a person, ag soon
as he reaches the age of 65, should be
deemed to be capable of doing no
mental work. Does this apply to any
other walk of life, as was pointed out
by my hon. friend here? Parliament
is the supreme body which looks
after the administration of the whole
country, and even there there is no
maximum age-limit, Therefore, there
iz no earthly reason why in a small
affair of a company, it should be so
jealously guarded as to fix a limit on
the age of the director as 65. There-
fore 1 wholeheartedly support the
amendment.

Surt M. C. SHAH: Sir, there seems
to be some misconception in the mind
of my hon. friend, Mr. Saksena. We
do not say that a man of 65 years of
age cannot be a director. We only say
that if the shareholders think that he
iz fit enough, competent enough at
that age, that he is perhaps not deaf
or something like that, but that he
can attend to his business quite com-
petently, then the shareholders may
elect him, Government do not prohibit
anything. All that Government say is



4667

[Shri M. C. Shah.]}
that, at the age of 65 years, the
appointment must have the approval
of the shareholders. That is the only
thing that is put in here.

Companies

Sur; H, P. SAKSENA: Then, why

not leave the matter to the discretion

of the shareholders? Why does Gov-
ernment step in?

Surr M. C. SHAH: It is there
already. Therefore, we say that if the
shareholders feel that a person is
competent to serve the affairs of the
company, up to 120 years or more,
they can keep him there, they are free
to do it, So far as the point raised by
Mr. Saksena and Mr. Kapoor is con-
cerned, that though we are seventy
years old, we are here in Parliament,
1 may point out that it is the electors
that send hon. Members here, those
whom they consider fit enough. Hon.
Members here are elected by the elec-
tors of the Legislative Assemblies and
in the Lok Sabha. they are elected by
the voters and if the voters come to
the conclusion that even though a
man is old, he is capable of repre-
senting them, he is elecfed. So also.
there is no objection, in the case of a
company......

Surr JASPAT ROY KAPOOR: But
on the same grounds, Sir, I wonder
whv the hon, Minister does not yleld,
at least sometimes.

Surr M, C. SHAH: Why should I
yield? This is a trivial matter which
should not take more time of the
House. The Company Law Committee
also had considered this question.
Therefore, Sir, I am unable to accept
the amendment.

Mr. DEPUTY CHAIRMAN:
question is:

The

73. “That at page 144, line 6, for

the word ‘sixty-five’, the word
‘seventy’ be substituted.”

The motion was negatived.

Mr. DEPUTY CHAIRMAN: The

question i1s:
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“That clause 280 stand part ot
the Bill.”

The motion was adopted,
Clause 280 was added to the Bill.

Clauses 281, 282, 283 and 284 were
added to the Bill.

Clause 285 (Board to meet onece in
every three months)

Suarr LALCHAND  HIRACHAND
DOSHI: Sir, [ move:

135. “That at page 147, line 32,
after the words ‘every company’
the words ‘other than an association
not carrying on business for profit
or which prohibits the payment of
a dividend’ be inserted.”

MRr., DEPUTY CHAIRMAN:, Clause
285 and the amendment are now open
for discussion.

Sarr LALCHAND HIRACHAND
DOSHI: I would like to explain in
brief what is the purpose of the

amendment that I have moved. The
amendment applies only to institutions
which are not really companies, in the
real sense of the term, Therefore, it
has been suggested that the words
“other than an association not carry-
ing on business for profit or which
prohibits the payment of a dividend”
be inserted in ithis provision. Such
an association does not hdve any day
to day business and therefore it calls
a meeting of the directors at such
periods as it finds it necessary. For
that reason, this restriction put in this
clause need not apply to such associa-
tions which have been allowed to be
called companies only as a speclal
case. Therefore, I do hope that Gov-
ernment will find it possible to accept
this amendment.

Suyr:t M. C. SHAH: Sir, I am not
able to accept this amendment, for we
do not allow the directors to hold
meetings at their will and pleasure.

Surt LALCHAND HIRACHAND
DOSHI: 8ir, I request leave of the
House to withdraw my amendment.
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*Amendment No. 135 was, by leave,
withdrawn.

Mgr. DEPUTY CHAIRMAN,
question is:

The

“That clause 285 stand part of
the Bill.”

The motion was adopted,
Clause 285 was added to the Bill.

Clauses 286 to 290 were added to the
Bull,

Mr. DEPUTY CHAIRMAN. Now
we come w0 the new clause proposed
by Mr. Parikh,

Proposed new clause 290A
SHrr C, P. PARIKH: Sir, I move:

233 “That at page 148, after Line
42, the following new clause 290A
be inserted, namely:—

‘290A., The minutes boock of the
Board’s meetings will be open for
lnspection and taking extracts by
any shareholder’.”

Sir, at present the minutes of
meetings of the directors are really
closed secrets and the shareholders
are not allowed to know what 1s hap-
pening 1n those meetings. There are
dissensions also in the meetings. Also,
it is laid down that the board ot
directors will be independent There-
fore, I say, if the munutes of the
meetings of the board of directors are
open to any shareholder for inspection
or for taking extracts, then 1 think,
the shareholders will be able to know
what has been happening 1n these
board meetings and whether the
directors have been discharging their
duties towards the concern properly,
and whether the shareholders can put
confidence 1n those particular directors
or not.

the

Therefore, the amendment is usefu! |
and I hope 1t will be accepted.

*For —text of amendment, wvide col.
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Surt BHUPESH GUPTA: Sir, I rise
to support this amendment, which I
feel 15 a very reasonable one., Andg
since 1t has the support of both sides

of the House, | hope, the Government
will be able to accept 1t,

ProF. G. RANGA : Before the hon.
Minister rushes in to reply pointing
out that he does not want to have this
amendment accepted at ths late hour,
I would iike him to cons'der the
advisability of having a provision like
this on the Statute Book, After all, it
the Government s not gomg to lose
anything, and the public wil] also not
lose anything, while 1t is quite possible
that the shareholders wul stand to
gamm 1n having an effective voice 1n
the affairs of the company, 1if the
minutes of the meetings of the board
of directors are kept open to them, to
be examined or 1nspected or studied
by the shareholders, I don't see any-
thing against having such a provision
like this Therefore, 1n view of the
fact that anyhow this Bill hag to go
back to the other House for final coa~
firmation, | would like the hon. Minis-
ter to take some time for himself to
consider this matter and et this
particular clause be kept open till
tomorrow, so that it may be possible
for the Government to give proper
consideration to  thig Question and
thereafter, come to a final decision

whether they are gomng to accept 1t
or not

4 p.Mm

On the face of it, 1t appears to be so
eminently reasonable and it would
really not look goog enough for the
Minister to come here and pow say
that he is not going to accept it,

SHrR;r M C, SHAH: We have con-
sidered this amendment.

Surr B. C GHOSE: I was Just
going to support Prof. Ranga [ want
to say that if the wording was not
happy and if the 2rendment was
going to be rejectea because of that
fact, Government may consider =2
revised wording.
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Surr LALCHAND HIRACHAND
DOSHI: | oppose this amendment.

Sury S. N. MAZUMDAR: Family
quarrel again!
Pror. G. RANGA: ] want the

Minister to take some time. If they
can possibly amend it suitably, and
incorporate it, I would be very happy.

Ssri LALCHAND HIRACHAND
DOSHI: It is a very unwise thing to
say that certain decisions taken by the
management should be made public,
There are several instances, for
example, take the Cabinet......

Sur; B. C. GHOSE: The company is
not the Cabinet. .

Sur; LALCHAND HIRACHAND
DOSHI: Any resolution passed by the
Cabinet does not come even to the
notice of Members of Parliament,
leave alone the public.

Suri BHUPESH GUPTA: Does the
hon. Member think that a managin~
agency concern is equal to the
Cabinet? What does he think himselt

to be?

sar1 LALCHAND HIRACHANUD
DOSHI: I am a director of a company
and 1 have as much honour as 2
Cabinet Minister so far as the manage-
ment of the company is concerned. Let
me make it clear to my hon. friend
who asked that question. Therefore.
Sir, it would be unwise to make any
decisions of the Board public; not
ounly will the decisions be made public
put also the differences of opinion
that may prevail amongst the directors
will be made public. This would
enable groups to try to......

SEr; BHUPESH GUPTA: Why say
“public”? It is only & question of the
shareholders knowing it, That is what
the amendment says.

Surr LALCHAND HIRACHAND
DOSHI: There may be groups of
chareholders trying to pull in different

[ RAJYA SABHA ]
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directions ang creating complications.
That is one of the worst things that
could happen in a company, and L
would strongly oppose this kind of a
provision which is going to cause
mischief rather than be of good to the
company. .

Surr C. D. DESHMUKH: Sir, if we
oppose this amendment, it is not for
not having given sufficient thought to
it. Neither would it be to escape
adding to the number of amendments
because, in any case now, we know
that we probably have to take this
before the Lok Sabha, not in this but"
in the next Session and, therefore, the
House must believe when we say that
we have given thought to it and we
reject this, as I am going to do,
deliberately. In all these cases, our
primary interest is to see that the busi-
ness of an enterprise is carried on in
the most efficient manner, That may
mean, in some cases, a certain amount
of restraint, shall we say, on the part
of those who are entitled to get
information from time to time. I think
this proposition would be agreed to by
every Member that it is not that every
single thing that happens in the
management must come to the notice
of the shareholders. J do not like to
tread upon dangerous ground as the
speaker who has just now finished
has done; in other words, 1 do no*
like to refer to what the Cabinet does
for one very good reason that we do .
not maitain any minutes; only the .
decisions are recorded and no minutes
are maintained. That, [ do not think,
is a Cabinet secret and, therefore, 1
am free to mention it to the House but
that is not the case in other countries.
I know of one other country where
some kind ©f minutes are maintalned
as to what every one said. That is tc
enable a kind of historical record *o
be kept of who said what at what
critical moments. In a sense, of course,
every voter is entitled to know what
passes on in the Cabinet; theoretically,

suppose, he has the right, but, on
the other hand, we must consider the
practical aspect of it and reflect o..
how difficult it is golng fo make for
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the top-level management to come out
in the open with their differences. It
may be that some directors may no:
like it to be known publicly that they
opposed a particular thing; they may
have a good reason and yet may wish
to avoid trouble. Therefore, [ think
we should be content with the scheme
wherewith something is recorded
which, at the proper time, an inspector
or an investigator who locks
into the affairs of the company, can
see on behalf of the shareholders. It is
not necessary that everything should
be open, After all, when we say
“shareholder” we mean all kinds of
people; there may be some one who
just wants, shall we say, to create
trouble. He may become a shareholder
and may wish to bring out in the open
whatever has passeq in the delibera-
tions at the higher level of mana=ze-
ment, It is from that point of view
that we feel that it would be unsafe
to include a provision like that in the
Bill,

Surr C. P. PARIKH: Sir, I would
like to withdraw the amendment.

Sur1 BHUPESH GUPTA: Sir, 1 am
opposed to permission being given for
the withdrawal of the amendment. Let
us take the vote.

MR, DEPUTY CHAIRMAN:
question is:

The

233. “That at page 148, after line
42 the following new clause 290A
be inserted, namely:—

‘290A. The minutes book of the
Board’s meetings will be open for
inspection and taking extracts by
any share-holder’.”

The motion was negatived.

Clause 291 was added to the Bill.

Clause 292 (Certain powers to be
exercised by the Board only aJ
meeting)

SHr1 C. P, PARIKH: Sir, I beg t¢
move:

136. “That at page 149, line LI,
after the word ‘company’, the words
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‘subject to sections 293 and 372’ be
inserted.”

| Sir, under sub-clause (1)(d) the board
is given power to invest the funds of
the company and these are to be exer-
cised only at the meeting. Clause 293
also refers to the very same powers
and also certain restrictions, such as
contained in sub-clause (1)(c). Further
on ig clause 372, which deals with
| purchase by company of shares, etc.,
| of other companies in the same group.
I These restrictions are there andg,
' therefore, 1 want the words ‘‘subject
to sections 293 and 372" to he added
after the word “company”. I have an
amendment in regord to clause 372
also, and I shali discuss that at that
stage,

Surr C. D. DESHMUKH: Sir, the
amendment seeks to provide specfic-
| ally that the powers of a bcard to
| invest funds of the company shall be
| subject to the provisions of clauses
i
|

293 and 372. Generally, the power
vested in the board is always subject
to the restrictions and limitations pres-
cribed in regard to the partirular
investments mentioned in clauses 292,
293, and 372. The restrictions are
cumulative and not in substitution
thereof. When you say clause 292 is
subject to clauses 293 and 372, it will
mean that clause 293 or clause 372 will
apply. Where either of those clauses is
applicable ang not clause 29?2, taen,
that also is applicable. That is not the
intention of the mover and, therefore,

this amendment should not be
accepted.

Sarr C. P. PARIKH: Sir, I beg
leave to withdraw this amendment.

*Amendment No. 136 was, ULy
leave, withdrawn.

Mgr. DEPUTY CHAIRMAN: The

question is:

“That clause 292 stand part of
l the BilL”

The motion was adopted.

w!

——

vidg

i
l’ *For text of amendment,

4673 supra,
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Clause 292 was added to she Bill,

Clause 293 (Restriction on powers Of
Board)

SHRr KISHEN CHAND: Sir, I beg
to move:

74. “That at page 150, lines 25-26,
for the words ‘to charitable and
other funds’, the words ‘to public
charitable funds’ be substituted.”

75. “That at page 150, lines 28-29,
for the word ‘twenty-five’, the
word ‘five’ be substituted.”

(The amendments also stood in the
name of Shri V. K. Dhage.)

Sury LALCHAND HIRACHAND
DOSHI: Sir, J beg to move:

137. “That at page 150, line 3,
after the words ‘a public company’,
the words ‘where such public com-
pany or its subsidiary is managed
by a managing agent or secretaries
and treasurers,’ be inserted.”

138. “That at page 150, line 4,
after the words ‘in general meeting’,
the words ‘in the case of matters
mentioned in clauses (a). (b). (©)
and (d) below and except subject to
the condition that the contribution,
in excess of the limit laid down pro-
vided therein, shall cease to bhe
valid if it is not approved by the
company in the annual general
meeting in which the accounts are
laid. in the case of the matter men-
tioned in clause (e) below’ be
inserted.”

139. “That at page 150, line 9. the
words ‘or give time for the repay-
ments of be deleted.”

140. “That at page 150, after line
10, the following proviso be insert-
ed, namely: —

‘Provided that nothing said in
clause (b) of sub-section (1) shall
be deemed to prevent a banking
company from giving time to its
director or directors for repay-
ment of a debt due from him or

i them’”
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Surr C, P. PARIKH: Sir, I beg to
move:

141, “That at page 150 line 11,
after the word ‘invest’, the words
‘surplus funds otherwise than in the
approved investments as laid down
under clauses (a) to (s) of section
27A of the Insurance Act, 1838, nor
shall invest’ be inserted.”

Surr B. M. GUPTE (Bombay): Sir,
1 beg to move:

142, “That at page 151, after line
the following be inserted,
namely: —

10,

‘(4A) The Board of directors ot
a public company, not being a
banking company, or of a private
company which is a subsidiary of
a public company, shall not,
except with the consent of the
Registrar, accept from the public,
deposits of money repayable on
demand or after a perioq shorter
than two years’.”

(Amendment
moved.)

No. 143 was not

Sury BHUPESH GUPTA: Sir, I beg
to move-

234, “That at page 150,

(i) in lines 28-29. for the words
‘twenty-five thousana rupees’, the
words ‘three thousand rupees’ be
substituted; and

(i) in line 29, for the words
‘five per cent.’ the words ‘one per
cent." be substituted.”

235. “That at page 150, after line
32. the following proviso be inserted,
namely:—

‘Provided that no such contri-
bution is to be made to an institu-
tion with which any Minister and
any political party or its leader
is connected, unless it {s passed
unanimously in a general meet-
ing" ”
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Sur1 BHUPESH GUPTA: Sir,
leave the other provisions of this par-
ticular clause to the other hon. Mem-
bers who have been good enough to
move amendments from the right side
of the thing, but from the wrong side
of the House, as generally, they do
not move such amendments. I would
like to speak now on my amendment,
but before that, I would like to just
refer to the clause itself, The clause
begins, “The Board of directors of a
public company or of a private com-
pany which is a subsidiary of a public
company shall not, except with the
consent of such public company or
subsidiary in general meeting”—then,
1 come to the very sub-clause to which
my amendment relates—“contribute,
after the commencement of this Act,
to charitable and other furds not
directly relating to the business of the
company or the welfare of its
employees, any amounts the aggregate
of which will, in any financial year
exceed twenty-five thousand rupees or
five per cent. of its average net profits
as determined in accordance with the
provisions of sectlons 349 and 350.
during the three financial years
immediately preceding, wnichever is
greater.”

Now naturally, this particular sub-
clause relates to certain charities that
are claimed to have been made and
will be made by the joint stock com-
panies in the country. That brings us
to an important aspect of the matter.
Sir, 1 make it very clear that we are
not opposed to charities if they are
right type of charities; if the charties
are really charities with the noble
intent of serving the cause of the peo-
ple, bringing welfare to them, amelio-
rating their conditions and bringing
succour and relief to the distressed and
the down-trodden people. If any com-
pany does it, we shall welcome such
effort on the part of the joint stock
companies, Yet we have certain very
strong feelings about this matter
because in the past, the experience has
been one about which we feel rather
sorry for the simple reason that the
charities have not been directed by
the companies along the lines on which
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1 | they should have been directed. I am

not at all saying that there have not
been concerns which have not made
good charities, but again there are
concerns in the country wbich are
accustomed to dissipating the com-
pany’s assets and funds for all types
of charities and purposes which have
nothing in common with 2itber the
interests of the shareholders, the pub-
lic or the country. I would try to con-
vey my ideas by relating to this H -use
a particular case, the case of the Sugar
Distributing Syndicate, Ltd,, 161/1,
Harrison Road, Calcutta. Sir, this is a
company which existed during the
war, and continued after the war, till
1954. This company had certain
claims with respect to supplies it had
made or alleged to have made to the
Government of the day. The claims
were pending akainst the West Bengal
Government and two litigations were
started in the High Court of Calcutta
with respect {to about Rs. 9 lakhs
claimed by the company against the
West Bengal Government. [ am very
glad to see the Finance Minister listen-
ing with rapt attention and [ hope he
will kindly listen to this case because
I am absolutely on firm ground with
foolproof evidence with regard to this
matter. Then, Sir, it was not possible
for the company to realize the funds.
The Government had certain conten.
tions of its own. they disputed certain
claims. The matter went on undecided
and the case dragged on in the courts

Mgr. DEPUTY CHAIRMAN: We are
not concerned with all those details;
all those details are not necessary.

Sur:r BHUPESH GUPTA: I am com-
ing to this thing. This is a case; I am
coming to that.

MRr. DEPUTY CHAIRMAN:
mention the main point;
not necessary.

You
details are

Surr BHUPESH GUPTA: I have
to mention this case. Names will not

Mr. DEPUTY CHAIRMAN: Don"t
mention all details. Details of the case
are not necessary.
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Sur; BHUPESH GUPTA: Permit
me to give the details.

Mgr. DEPUTY CHAIRMAN: They

are not necessary, I may tell you.

SHrr BHUPESH GUPTA.: It is neces-
sary for the Finance Minister,

Mgr. DEPUTY CHAIRMAN: You
may mention the case.

Sury BHUPESH GUPTA: Then sud-
denly, personal contacts apart from
negotiations, were attempted to settle
this matter. In the Syndicate’s Report
for the year ending June, published in
July 1954, the members were informed,
“Personal contacts also were made by
several directors with the West Bengal
Government and with the Government
of India, New Delhi, The matter had
beenn discussed on several occasions.
The matter is still being pursued with
the Government of West Bengal and
with the Government of India in New
Delhi and all efforts for an amicable
settlement are being made. During the
last two months, however, some
practical suggestions for an amicable
settlement have been evolved and the
same are in course of negotiations.
Advice of the General Body was also
taken at the informal general meet-
ing of the members held on 10th May,
1954.” That is how we come to the
10th of May, with the practical sug-
gestions and all that, Now,_ Sir, on the
10th of May, an informal meeting was
held as we are told. We did not know
what that informal meeting was until
after we got the facsimile of a circular.
Here it is published in this paper. The
circular was issued by the Sugar Dis-
tributing Syndicate, Ltd., signed by
its Chairman, Mr. P. D. Himatsingka.
The name is printed there. Therefore,
I name it—holy names sometimes one
must take, Now here, this whole thing
is in English. It was published in the
‘Swadhinata’ of the 18th August, 1954
and was reproduced in the ‘New Age’
of the same month but of the 28th.
Now, what do I find there in this cir-
cular; that 1 am afraid J will have to
read and the House will bear with me.
“28 Members were present.” The meet-
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ing was held at 3.30 p.M, on 10-5-54.
“28 Members were present either in
person or through representatives, as
per attendance sheet attached.”

MR. DEPUTY CHAIRMAN: What
is it that you are reading from?

Surr BHUPESH GUPTA: Some cir-
cular, the facsimile of which is publish-
ed here in the ‘Swadhinata’ and it is
in English, but it will strain my eyes
to read it from the paper. I am read-
ing it from this typed paper which
contains the contents of that facsimile.
If you like, I will read it from the
paper itself.

Mgr. DEPUTY CHAIRMAN: You
need not give all the details.

Sur1 BHUPESH GUPTA: 1 will
have to read.

Mr. DEPUTY CHAIRMAN: You

please mention the point involved.

Surr BHUPESH GUPTA: I win
come t{o the point because it is
important, You will again understand
that we have taken a little pains to
find these things out. If we cannot
relate these things in Parliament, I do
not know why we are participating 1n
this debate. Will the hon., Minister say
that 1 am not entitled to bring to s
notice certain important facts in this
connection? If he says it, it is a
different matter,

MRr. DEPUTY CHAIRMAN: Order,
order.

Sur1 BHUPESH GUPTA: I claim
my parliamentary right and privilege
to read it. This relates to ‘charity’.
“The overall position of the negotia-
tions......

Mr. DEPUTY CHAIRMAN: Are
YOou prepared to lay it on the Table
of the House?

Surr BHUPESH GUPTA: Yes., 1
have brought it for laying it on the
Table of the House. I have done all
this work of getting it from Calcutta
by a special person.
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Mr. DEPUTY CHAIRMAN: You Mzr. DEPUTY CHAIRMAN: Please
read only the relevant portion, understand me, Mr. Gupta. You need
) not read the whole thing. I have

Surt BHUPESH GUPTA: Kindly | 511034y told you that I do not want

let me proceed, Sir. I do not know how
many Members in this House can
speak on a subject like this, if they
are interrupted so many times.

Ms. DEPUTY CHAIRMAN: Mr.
Gupta, I want you to read only the
relevant portion.

Surt BHUPESH GUPTA: 1 am
coming to the relevant portion. 1
have got some idea of relevency. 1
know how many relevant things are
said by the Members on the other
side. We hear their speeches. We do
not get up and interrupt them.

Mr. DEPUTY CHAIRMAN: You
need not cast any reflection.

Surt BHUPESH GUPTA: Because
I know. Sir, I have to read it, the
relevant portion. Whatever I think
relevant, I will read. But before I
have read it, you say that I am not
reading the relevant things. How do
you know what it contains?

Mr. DEPUTY CHAIRMAN: You
cannot read the whole thing. *

Surt BHUPESH GUPTA: 1 say
you first of all hear me before stop-
ping me. I have got the Rules Book
here. 1 am entitled to read this. I
stand on my privilege to refer to a
statement which bears directly on the
amendment. If my right is taken
away, let it be taken away. Let the
public know that I am not being
allowed to speak.

8urr M. GOVINDA REDDY: The
Chair is not taking away any right
from you. (Interruptions.)

Mr. DEPUTY CHAIRMAN: Order,
order. I do not want to take away
any of your rights.

Sart BHUPESH GUPTA: I am not
going to sit down until and unless I
am allowed to read it.

to,take away any of your rights. But
please be brief and be relevant.

Ser: BHUPESH GUPTA: I had a
talk with the Chairman this morn-
ing, and if it is not...... (Inter-
ruptions.)

Surr B. C. GHOSE:
contention is......

Surr BHUPESH GUPTA: I demand
that the House be adjourned and
then decide......

My friend’s

Surt B, C. GHOSE: My submission
is that without hearing him, we can-
not say whether it is relevant or not.

Mr. DEPUTY CHAIRMAN: But
he is reading the whole thing

Surt BHUPESH GUPTA: If that
is the view, as a Member of the
House, standing on my privilege, 1
demand that the House be adjourn-
ed. Let there be a discussion in the
Chamber with the Chairman. And
whatever decision is taken in the
Privileges Committee, I will stand
by it. Whenever I bring up such
things, I find that I am not allowed
to proceed with the matter. We have
not come here for the sake of fun.
We have come here to discharge our
public duties.

Mgr., DEPUTY CHAIJRMAN: I 4go
not want to take away any of your
rights, but 1 want you to be briet, Read
only the relevant portion. I do not
come in your way. Please go on.

Surt B. C. GHOSE: Whether it is
whole or part, unless he reads we do
not know the relevancy...... (Inter-
ruptions.)

Surr BHUPESH GUPTA:
that hon.. Members are......

I find

MRr. DEPUTY CHAIRMAN: Please
continue, Mr. Gupta,
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Sur; BHUPESH GUPTA: Let me
proceed in this matter in my own way.
As you know, I am not a person who
easily yields to things.

It says here: \

“The notice convening the Meet-
ing was read. The over-all position
of the negotiations carried, on with
the West Bengal Government was
reported by Messrs, M, D. Khaitan
and S. P. Jalan. It was reported
that the West Bengal Government
was prepared fo consider payment!
of Rs. 8 lakhs, 21 thousand and odd
in full settlement of Syndicate’s
claim, provided the suits were with-
drawn in toto. The West Bengal
Government, however, may allow
the Syndicate's claim for Rs. 57,000
and odd for supplies to Districts to

remain, but only against the East
Bengal Government.”

Now. here, I leave out a certain
portion and read here:

“Still the members should con-

sider and decide on the issue as to
whether the above amount should
be accepted or not as once the Gov-
ernment had repudiated there was
less chance by persuasion.”

I will lay this on the Table,
next paragraph is important:

The

“The matter was fully discussed
amongst the members and it was
decided that the Directors be and
are hereby authorised to proceed
with the said negotiations with the
Government of West Bengal and to
realise as much as possible on the
other scores by persuasior. and to
effect settlement by accepting about
Rs. 8,21,000 and odd if not more, in
full settlement as above. It was also
proposed and derlded by the mem-
bers present that as the Syndicate
during its existence has not paid
any blg amount for any charitable
or benevolent purpose or for any
public genegal and useful objects,
and now that the Syndicate may be
wound up soon, a sum up to Rs. 1
lakh be +spent for such public
general ana useful objects including
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donafions to the Indian National
Congress or any of its Branches or
Committees to be spent by them in
their absolute discretion as they
think fit.”

I hope, I am relevant.

“The above decisions were unani-
mous. In this connection, the
members present signed two letters’
authorising the Directors to proceed
with the above negotiations and to
pay the donations not exceeding Rs.
I lakh as above. It was further
resolved that the Directors may, if
they so like, get the two letters
signed by as many of the other
memhers not. present, in the meeting
as possible by personal contacts,

With a vote of thanks to
Chair, the Meeting terminated.

the

(Sd.) P. D. Himatsingka,
Chairman.”

Then, what happened after that deci-
sion? Practical steps were taken, When
the decisijpn was taken, the company
did not have even Rs, 2,000 in its
Bank. Obviously, the decision was

taken on the assumption that the
Government would pay this money,
Then comes July 30, which was the

D-Day for the Syndicate and also for
the West Bengal Congress. I hope, the
Finance Minister understands that.
Both sides won here. D-Day in the
war means only one side wins and the
other side loses. Here both sides won,
On that day, the West Bengal
Government made out a cheque for
Rs. 8,21,277-13-6 to the Sugar Distri
buting Syndicate Ltd. On the same

-very date the Syndicate made ocut 2

cheque to the value of Rs, 70,000 to the
West Bengal Provincial Congress Com-
mittee, You may call it a coincidence,
but an interesting coincidence at that.
The Government’s cheque could not
be casheq till August 2. On August 13,
the curtain was rung down on this
seven year old affair, The Managing
Director of the Syndicate informed
the members of the amicable settle-
ment with the Government. By the
same communication, they were also
informed of the donation of Rs. 70,000.
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Now, this is the position. Here is
the facsimile and here are the papers,

SHR; C. D. DESHMUKH: What was
the original claim?

SHrR1 BHUPESH GUPTA: The
original claim was for about Rs. 9
lakhs, It is all there. I will give the
whole thing to you. You can read it.

Sdar1 C, D. DESHMUKH: First a
figure was quoted by the hon. Mem-
ber, when he began, to say what the
claim was,

MR, DEPUTY CHAIRMAN: What
was the original claim?
Sur1 BHUPESH GUPTA: Then 1

will have to read it over again.

MR, DEPUTY CHAIRMAN: No, no.
Give him the figure.

SHR; H. C. DASAPPA: What was
the original claim, Sir?

SHRr BHUPESH GUPTA: The
original claim, as I said, was about
Rs. 9 lakhs, That is what [ have been
telling, my dear fellow. I have nothing
against the claim,

SHR; JASPAT ROY KAPOOR: Sir,
can a Member of the House be
addressed as ‘“fellow’? I want the
Chair’y ruling, Sir.

MR, DEPUTY CHAIRMAN:
will withdraw. that word.

SI:IRI BHUPESH GUPTA: Yes, Sir.
I withdraw that word. You (pointing
to Shri Jaspat Roy Kapoor) sit down.

You

SHRT JASPAT ROY KAPOOR:
Again, Sir, has the hon. Member any
authority to ask me to sit down? He
has withdrawn that word and I am
glad good sense has dawned upon him.
He has done well, but again......

MR, DEPUTY CHAIRMAN: Mr.
Gupta, please use dignified language.

Sart BHUPESH GUPTA: Yes, Sir.
I do not want to be diverted on this
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language. 1 am not a literary man.
1 stand corrected,

Here my point is not about the
claim. See how the whole thing was
done. The company’s money was spent
in charity to a particular political
organisation and the coincidence of
things will tell you as to how it had
been arranged. From that, would I
be wrong in inferring that the
arrangement was that the West
Bengal Government would pay the
money and probably an unofficial
agreement had been reached with
somebody in the Congress that if the
money is obtained, they will make a
donation to the Congress? And we
find that Rs. 70,000 has been spent as
donation.

Surr C. D. DESHMUKH: That is
why I wanted to know what the
original claim was.

Sury B. C. GHOSE: About Rs. 9
lakhs, he says.

Surr C. D. DESHMUKH: It is ot
material interest to know exactly
what the original claim was. If the
claim was for Rs. 9 lakhs and Rs. 9
lakhs was paid by the West Bengal
Government, there is nething wrong
in the transaction.

Syr1 BHUPESH GUPTA: The West
Bengal Government agreed to settle
with the company and paid a certain
portion of that claim and according

Sur: C. D. DESHMUKH: I want to
know what that portion was.

Ser; BHUPESH GUPTA: According
to my information, the claim was
about the order of—you are not
generally excited—Rs, 9 lakhs, but I
am not in a position to give you the
exact amount of the claim. From the
evidence in that circular I come to
the conclusion that the company has
received from the Government about
Rs. 8,21,000 and odd. It may be a
little more or little less, that is not
my point. But what is most important
is—and the hon. Finance Minister
will kindly note this--that on the same
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[Shri Bhupesh Gupta.]
day a cheque was made out in the
name of the West Bengal Congress
for Rs. 70,000. That is also stated and
that is my point, and entirely made
on the basis of the general body deci-
sion to make charities. Now. charity

to the Congress of seventy thousand
rupees .. ..
Surt H. P. SAKSENA What is

wrong with it?

Suri BHUPESH GUPTA: Nothing
wrong But we say, let us all share
those charities, why you alone?

Surr H. P SAKSENA: Deserving
candidates will get.

Mr. DEPUTY CHAIRMAN: Order,
order.

Sur1 BHUPESH GUPTA: Now, Sir,
this is the kind of thing here. We
published this in our paper. No one
had the courage to contradict it. It
had been there. We published in the
English paper; none had the courage
to contradict it, because we had come
into  possession of certain very
important documents. As you know,
sometimes we get to know some of
facsimiles of the bank  books also.
Now, nobody challenged it. Therefore
as the matter stands today, this is bow
sometimes the company makes their
charities. Now, you are allowing
them a sort of free hand by raising
this amount to these figures as stated
in sub-clause (3) of clause 293. Now.
these moneys are spent for patronising
a particular political party. Big com-
panies do not patronise opposition
parties. They patronise a particular
party. I am not naming that party.
It is well-known in the country. Now,
we would like to know, somebody
should tell us. We have information—
I stand subject to correction—that
during the elections some of the com-
panies raiseq funds for a particular
party. The Ahmedabad millowners
had been approached for contributing
definite sums of money at the time
it the Andhra elections. We know of
this thing. I know what had happened
in Bombay. Sometimes, it had hap-
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pened that some of our acquaintances
are there high up, and we get to
know some of these things, This is
how it is going on in the country.
Charity is not of that type. When Prof.
Ranga was talking about temples and
all that—] can understang from the
religious point of view such charity—
1 did not interrupt him, I respect that
point of view. We respect the religious
sentiments of the people. If charities
are made for religious purposes, one
can understand. But why should a
company spend in that particular
manner for patronising a party. What
is this? I would ask the hon. Finance
Minister to look into the whole matter
because this is only typical of many
things that are taking place in the
country, where charities are made in
the name of parties. Huge sums of
money are made over at the time of
bye-election or general election to the
party in power, The party in power is
in a position to deliver the goods at
least to settle the claims in dispute
like that! I, therefore, want tfo be
very striect in such things. I am
entirely in agreement if Prof. Ranga
suggests certain ways and means of
formulating this. I am prepared todo
it. I do not think the Finance Minister
is himself a party to it. I say, I am
prepared to agree to it, but T would
ask the hon. Finance Minister to tell
us what ig the protection in your com-
pany law to see that the moneys are
not spent in that manner, in the
name of charity, to patronise the
party in power and thereby not only
to corrupt public life, but also make
it impossible for democracy to func-
tion in the country? This is the ques-
tion that 1 put to him. Sir, company
funds are built out of the shareholders’
contribution, small people’s contribu-
tion. Some people decide at an informal
meeting how this money should be
spent, ang there the money goes from
one account to another on the same
day. Strange things, I do not know as
to why the Government did not do
anything, as the matter was made
known to the public through the dafly
and weekly newspapers. Even at this
hour, 1 would beg of the Finanee

Minister to go Into such cases aneg
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listen to such complaints and nere
make full provision so that such mal-
practices, such tricks, cannot talke
place which enable these people the
syndicate people, and monopolists te
get some of their things settled out of
court, by paying out some moneys to
the Congress. If the West Bengal Gov-
ernment was contesting this case, I
take it that certain very reasonable
grounds were there for disputing some
of the claims. Why this settlement was
reached in that manner and who are
these people in the Government of
India with whom this gentleman had
established personal contact; the
Finance Minister should be the person
to find that out. I say, therefore, that
this is an amendment of some impor-
tance to me...

Mr. DEPUTY CHAIRMAN: You
have taken 35 minutes. Please wind

up.

Sury C. D, DESHMUKH: Which
amendment is he referring to—234 or
2357

Surt BHUPESH GUPTA: I shall
read it:

235. “Provided that no such con-
tribution is to be made to an insti-
tution with which any Minister and
any political party or its leader is
connected unless it is passed
unanimously in'a general meeting.”

“Political party” includes my party,
“including its leader”, including my-
self, From this case, it would appear
that the meeting was informal and the
unanimous decision was fictitious. I
say, make it impossible for them to
make charities of this sort, until and
unless, the meeting has unanimously
passed it, and prevent donations being
made to such organisations with which
the hon. Minister on that side and
hon. leaders of the parties from both
sides are associated. I want to be
reasonable in this matter. Therefore,
I say that my proviso should be
accepted, because the charities should
not be prostituted to buttress the fin-
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ancial position of the party in power,
squandering away the assets of the
company and selling away, Ltartering
away the interests of the snareholders
and of the public.

SHrr KISHEN CHAND: Mr. Deputy
Chairman, my amendment is very
simple. The whole clause 293 is “res-
trictions on powers of Board. If a
general body meeting decides, it can
give any amount of money in charity
or to other funds. There is no res-
triction on the general shareholders
holding a meeting and giving any
amount of money. The restriction is
only on the powers of the directors.
The directors can give, according to’
the proposed Bill, twenty-five thousand
rupees or five per cent. of the profits,
whichever is more, That is the power.
The directors, if they want to give
more than that amount, have got to
take the permission of the general
body meeting. My amendment is that
this power should be further restrict-
ed, that it should be for charitable
purposes only and not to “other funds”.
If they want to give money to other
funds, they can go to the general body
meeting and get their  permis-

Mr. DEPUTY CHAIRMAN: “to pub-
lic charitable funds,” that is your
wording.

Surt KISHEN CHAND: In the
clause the words are “to charitable
and other funds”. I have replaced
them by the words “to public chari-
table funds”. If the directors want
to give it to any other fund, they
can do so, by referring the matter to
the general shareholders’ meeting, get
the sanction of the general share-
holders. The general shareholders can
give any amount of money but the
directors trying to give money, with-
out the permission of the shareholders
is not right. Why it is not right, I will
try to explain in a few words. As
pointed out by Mr. Bhupesh Gupta
just now, some time, compromises are
arrived at between fair and unfair
claims, by certain parties on a pro-
mise of giving a contribution to a
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[Shri Kishen Chand.]
party fund. The hon. Finance
Minister by his questions indicated
the way he was thinking in
the matter. He was asking again and
again the question as to what was the
total claim. Probably his contention
would be, as far as I can understand
from his line of argument, that, sup-
posing the claim was for ten lakhs of
rupees, and if the compromise was
reached for Rs. 8,23,000, there is
nothing wrong in it. I do not think
that line of argument is correct. With-
out knowing whether that claim of
ten lakhs was entirely bogus or right,
simply because the claim was for ten
lakhs qr twelve lakhg or for any
amount, and it was settled for a
smaller amount, does not make the
claim to be correct. There is an
agency of Government. If the Gov-
ernment wants really to scrutinise
any claim, there is a Government
agency. There are law courts. There
is the Land Acquisition Officer or the
Compensation Officer. He goes into
the merits of the case and wmakes
enquiries. Suppose instead of enquir-
ing into the matter, for ten lakhs of
Tupees, a compromise is arrived at
for eight lakhs of rupees on the
assumption that some compensation
is paid to the Congress fund, it
smacks of some sort of partiality,
nepotism. It smacks of fraud because
the claim has not been carefully seru-
tinised. You arrive at a compromise
only on the promise of payment of
certain amount to a particular fund.
I can give any number of other
examples, where big contracts have
been given on the assurance that a
certain building for the Congress
Office is built. I know it as it has
happened in my part of the country.
If you go on in this way corrupting
the political life, if you give some
sort of inducement to the directlors
of companies that their actions will
not be looked into very carefully, if
they contribute some substantial sum
to the party fund, then, there is no
end to it. It will always go on.
Therefore, not only I do not want this
power to be here to give funds to any
party, but I will go a step further
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and suggest that even the general
body meeting should not be autho-
rised to give sums to party funds. My
contention is based on the fact that
after all, all our companies are now
going to be governed by the 51 per
cent shares who will have full con-
trolling powers. If a particular person
wants to pay fourteen or fifteen
thousand rupees to any party fund,
and if he does not get the sanction
from the board he calls a general
shareholders’ meeting and gets the
sanction for the money, irrespective
of the fact whether other shareholders
like it or not; for after all, 49 per
cent of shareholders do not stand a
chance against 81 per cent vating
the entire profits being giver to
any party fund. In that way, that
particular man might get a special
position or special privilege from that
party. I had in my first speech
already pointed out that various other
countries were selling titles for con-
tribution to party funds. But that
practice has been discontinued in
many countries, and ours is a new
democracy. We are setting up new
precedents and traditions. Is it right
and fair that, directly or indirectly,
we bring pressure? This is a big
Companies Bill of 600 clauses, out of
which at least 200 are penal clauses,
threatening any board of directors
for any possible breach, to bring pres-
sure on the board of directors to con-
tribute something to party funds. And
if contributions are made, well the
board of directors go scot-free. There-
fore, we should not leave a loop-hole
like that. I certainly think, if the
words ‘and other funds’ are omitted
from here, the public charities will
get the full benefit. I have suggested
five thousand rupees, For a small
company, twentyfive thousand rupees
is an excessively high amount. It is
an upward limit. Consider the case
of a company with a capital of rupees
five lakhs. Can it afford to pay
twentyflve thousand rupees or any-
where near that amount? Therefore,
I suggest the small sum of five thou-
sand rupees. The hon. Finance Minis-
ter in his various speeches, has
always said that there should be cer-
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tain relationship between the amount
suggested and the amount that is to
be given. When you keep a figure of
twentyfive thousana. the chances are
that the contribution will be as near
twentyfive thousand as possible.
Therefore, I am suggesting the figure
of five thousand so that the contribu-
tion may be as near five thousand as
possible.

Surt LALCHAND HIRACHAND
DOSHI: My amendment is of a
nature involving certain principle.
The principle is that the present
thought of the opposite side is to dis-
courage managing agents and to
encourage director-managed com-
panies or managing director and like
that. Therefore, in order to induce
that, director-managed companies may
be formed and the managing agency
system should be discouraged. I
suggested that these words be added
after thg words “public company”
so that these little extra powers, if
they are given only to director-
managed companies, they will induce
many of the managing agents to
give up their rights and that will
encourage more and more the forma-
tion of director-managed companie:.
Therefore, I am suggesting this.

Sur1 C. P. PARIKH: I have my
amendment No, 141 and that says:

“Surplus funds otherwise than
in the approved investments as laid
down under clauses (a) to (s) of
section 27A of the Insurance Act,
1938, nor shall invest.”

First of all, before discussing my
amendment, I say with regard to Mr.
Bhupesh Gupta, that investments by
individual companies to political
funds are not to be ancouraged. We
are also a people who believe in an
ideology. Whatever political parties
there are, we are willing to assist
them, but so long as they do not
believe in violence. It is the duty of
every one to give up violence. You
may shape any ideoclogy, but establish
it peacefully. Some openly advocate
violence. That is the main difference
between them and those who are con-
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tributing to certain funds'so that vio-
lence may be eraaicated. Any ideology
should be estapushed peacefully, and
not by violence. You may understand
now. I will now come to my amend~
ments.

First of all, the Finance Minister in
this Bjll has very wisely controlled
investments. One is by Clause 3872,
in which it is decided that in the same
group of companies, investments will
be controlled and that is very mate-
rial. He says that the investment
should not exceed more than 10 per
cent of the subscribed capital, in any
other body corporate. There is a
limitation that the totali investments
of a company shall not exceed 20 per
cent of the subscribed capital. That
is a certain restriction. I think, both
these restrictions, which appear in
clause 372, are very welcome and
they were necessary in the case of
interlocking of funds by directors.
And I think, this power which is
given under clause 372 to restrict the
investment on the lines he has laid
down, will go a long way in prevent-
ing interlocking of funds.

Coming to clause 293, first of ali;
it says, first of all, that a company
shall not invest except with the con-
sent of the general meeting. That is
certain. So, the sale proceeds result-
ing from the acquisition of a concern
will not be invested by the board of
directors, unless with the consent of
the general meeting. Therefore, when
the concern gets surplus proceeds on
account of the sale proceeds of an
undertaking, they will be invested
after getting a resolution of the
general meeting. The powers of board
of directors are taken away by this
clause. I want to go further and say
that there are other surpluses over
and above the sale of undertakings
which also should be controlled in
such a manner in order that there is
no interlocking and also clause 372
is not circumvented in other ways,
because the interest may be not in tha
same group but the interest is created
in such a way that interlocking will
happen to the detriment of the share-
holders.
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1 think, Sir, when the shareholders
are there, and when the power is
given to the shareholders to pass in
a general meeting the way in which
the investment should be carried out,
then, it is more the necessary that
surplus fund and reserve fund, which
have accumulated with many com-
panies during the war, should also
be regulated as regards their invest-
ment, in order that only the manag-
ing agents or those who are control-
ling the directorate do not directlv
or indirectly derive advantage to
the detriment of the shareholders. As
regards such investments, that is the
main point which T want to clucidate,
The Finance Minister has already
accepted this principle as regards 1(c),
acquisition of funds. There are very
heavy surplus funds with many com-
panies. They are either not invested
or, if invested, invested according to
what the board of directors like. Pre-
sently, there is no control over them.
What I mean to suggest is, that such
funds should be invested according to
the approved investments which are
laid down in the Insurance Act, where
Government is acting as the trustee
of the policy-holders of the life insu-
rance companies. Sir, I plead that
when Government are watchful of
the interest of the policy-holders, share-
holders likewise should be given an
authority over the board of directors,
as regards the investment of surplus
funds. They will not invest the funds
in a way which is detrimental to the
interest of the shareholders. Sub-
section (1) of clause 27A (1) of the
{nsurance Act, 1938, lays down:

“chares of any company on which
dividends of not less than 4 per cent,
including bonus, have been paid for
the seven years immediately pre-
ceding or for at least seven out of
the eight or nine years immediately
preceding;”

That is a welcome restriction on these
investments.

Further, Sir, Government have very
well provided that the investment in
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the country should be encouraged in
the channels which Government
desire. That is the last clause. It
reads:

“(s) Such other investments as
the Central Government may, by
notification in the Official Gazette,
declare to be approved investments
for purposes of this section:

Therefore, it is clearly laid down that
the Central Government have powers
to notify what concerns and what
investments will be approved invest-
ments. Similarly, I say, Sir, it sur-
plus funds are to be invested by pub-
lic limited companies, it is provided
that the board of directors will invest
only in such investments as are autho-
rised, as are notified by the Central
Government. If they want to invest
in any other way, or in any other
channel, the general meeting sanction
should be necessary. Not that a
special resolution is necessary; 1 say,
8ir, only ordinary resolution should be
necessary. It is all the more neces-
sary because Government have, on
page 362 of the Bill, given the general
instructions for preparation of balance-
sheet. It gives separately the list of
investments. This list and the list of
other investments should be attached
to the balance-sheet. I can say that
Government is very vigilant; it has
gone a long way in controlling invest-
ment. But I want to mention that
when the authority is given to the
poard of directors, there should be no
restriction regarding certain invest-
ments which are notified by Govern-
ment as approved investments. For
other investments general meeting
sanction should be necessary.

Sir, I am connected, indirectly or
directly, with the investment of 100
out ot 800 prosperous concerns in the
country.

Smri1 C. D. DESHMUKH: And
director of only five concerns.

Ser1 C. P. PARIKH: I refuse to be
a director of any concern where I
cannot effectively control its affairs,
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or discharge my duty, which every
director is supposed to discharge. If
any person is capable of controlling
20 companies, he should do it, but I
think, my capacity is limited, and T
do not want to be a director of any
company which I cannot control.

Now, Sir, there may be an argu-
ment that it is talking of idealism.
Sir, an idealist can never prosper in
his life. I have said this for nothing.
I have pride that I have not been an
idealist. I know, an idealist can never
prosper. I have also enjoyed high
positions in public life, not because

of idealism, but due to practical
working. Businessmen are always
practical.

Surr B. C. GHOSE: Sir, I want to
know whether he, as an idealist, pros-
pered or not?

Surr C. P. PARIKH: So after lead-
Ing a political life, one must learn
from his past experience. I know, what
is happening in the commercial and
industrial community more than what
the Finance Minister knows with re-
gard to details, because he knows of
only which is brought before him. But
I think, the details which many share-
holders know are hidden from the
public. So, I say, Sir, in order that
such things may not happen, and in
order that the managing agency system
may be above reproach, above rebuke,
and command the respect of the peo-
ple once more, I think, some such
step should be adopted; it may be
idealistic or it may be practical.

Sir, there are so many people in
business and industry. Have they
pointed out any loopholes just as they
haue asked for concessions. I think,
Government must look into these
matters. The greed that has crept into
the business community has to be
arrested and the powers which are
given to the business community have
to be arrested. I am making this
remark only from one point of view.
I also belong to the industrial commu-
nity and I do not like the business
community should be  criticiced
adversely. Therefore, I want that the
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restriction should be put in such a way
that the business community is
honoured and respected. I think it 1
a shame for me also that I belong to
such community that invites such
adverse criticisms. With that ideal,
I ask my colleagues not to shield those
people in industry and business, whose
actions you do not approve. Organisa-
tions, big individuals, business mag-
nates, are shielding their colleagues on
that account. Indeed, it is a matter of
shame for them. On their account, the
community has come to disrepute. This
Bill, which is now before us tuday,
would never have come up if the
industrial community had voluntarily
put checks over them. Therefore,
these restrictions appear in this Bill
in this nature. Now, they are real.
As a matter of fact, the community
would have never dreamt of such
restrictions; it would have dreamt
them as idealism. I think, Sir, tuey
have now become real and sealed by
Government. Government have also
put the industrial community on trial,
and if it does not behave well even in
the coming four years, Government
will have to take stringent measures.
With these words, I support the
amendment I have moved.

SHrr B. M. GUPTE: My amendment
is designed to check the evil of
acceptance of short-term deposits by
companijes. In my speech on the flrst
reading, I have already pointed out
that this is a serious defect in the
working of the companies, at least in
my part of the country. The trouble
is that short-term deposits are accept-
ed and used for long-term purposes.
I do not see why there should be any
freedom for the companies to accept
these deposits, because for their work-
ing capital, they can look to the bank-
ers. The sub-clause (1) (d) of this
clause recognises this fact, because
temporary borrowing from bankers is
excluded from that clause, I, there-
fore, submit that in view of this, there
is no reason why chort-term deposits
should be accepted from the public.
I do not want to prohibit them
altogether. What I have said is that
they should be taken only with the



Companies

4599

[Shri B. M. Gupte.]

permission of the Registrar. If the
Government is prepared to accept this
principle, namely, the control of short-
term deposits, then, I do not mind any
other controlling authority named in
place of the Registrar. With these
words, I commend my amendment to
the House.

Surr B. C. GHOSE: Sir, I want a
few minutes......

Mr. DEPUTY CHAIRMAN: The
Finance Minister has got a Cabinet
meeting, Let him speak.

Surr B. C. GHOSE: Can he wait for
some time? I want to say something
on the amendments moved by my hon.
friends Shri Bhupesh Gupta and Shri
Kishen Chand, because let me frankly
say, that we have misgivings in our
minds about the contributions to be
made by companies to charitable and
public funds. These misgivings have
been increased by the use of the words
“charitable and other funds”. We do
not know what “other funds” mean.
The misgivings have been further
increased by my hon. friend Mr.
Parikh’s statements. The case which
Mr. Bhupesh Gupta said was very
apposite in the sense that apart from
the question of settlement of the
money or the money that was
involved, the fact remains that certain
contributions were made to a political
party. I do not know what the
Finance Minister was driving at when
he asked as to what the amount
involved. The amount involved was
Rs. 9,65,000. The settlement was for
an amount of Rs. 8,21,000, but that, I
Lo beheve, is irrelevant. Whether

" the settlement was for the
whole amount or even for a fraction,
the fact remains that a certain con-
tribution was made to a political party.
And we know, that companies, parti-
cularly managing agency,firms, con-
tribute substantial amounts to certain
political parties. The question which
I should like to ask the hon. Finance
Minister to reply is, whether he con-
siders it desirable that companies
should be permitted to contribute
funds to political parties in any case
and under any clrcumstances, And if
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he says ‘Yes’, then, does he not con-
sider that it would be desirable that
if any contribution is to be made to
political parties, then it should be
done with the concurrence of the
general body of shareholders? 1
should like to have a proviso some-
where to the effect that if any cow-
tribution is made to political parties,
then, it must be done with the know-
ledge and concurrence of the general
body of shareholders. As the Finance
Minister very well knows, if a Party
does not hold out prospects of success,
people do not contribute to its funds.
And the other parties, which are not
in such a happy position, find them-
selves In extremely great difficultles,
particularly as elections, nowadays,
are a very costly affair. And as my
friend, Shri Kishen Chand, pointed
out, the Government have got various
gources of powers, and people might
use them as levers to obtain funds for
political parties, and that is certainly
not good in a democracy. That is all
1 have to say. I should also like to
support Shri Guote’s amendment about
deposits which are a source of serious
abuse sometimes, if they are for a
short period. There is no reason why
the companies should accept deposits
for short periods. If they are for a
very long period, there might be some
justification.

MR. DEPUTY CHAIRMAN: The
Finance Minister.

Surr S. N. MAZUMDAR: Sir, I
want to speak.

Mr. DEPUTY CHAIRMAN: Your
Leader has taken 35 minutes,

Sert BHUPESH GUPTA: You can
find some time, Sir.

Mr. DEPUTY CHAIRMAN: There
is no time.

SHrr S. N. MAZUMDAR: If the
Finance Minister is to go to the Cabinet
Meeting, Mr. Shah can later on reply.
But this amendment stands in my
name, and I have got the right to
explain my point of view. )
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Mr. DEPUTY CHAIRMAN: It stands
In both the names. 1 have already
called on the Finance Minister to
speak.

Surr S. N. MAZUMDAR: I strongly
protest, Sir. This 1is absolutely
unjustified.

Mr. DEPUTY CHAIRMAN: You
can protest. I have already called on
the Finance Minister.

Surt C. D. DESHMUKH: Sir, so far
as Mr. Gupte’s amendment is concern-
ed, it does pose......

Surt BHUPESH GUPTA: In that
cae, we want to leave the House.
Unless he is allowed to speak......

Mr. DEPUTY CHAIRMAN: I have
called on the TFinance Minister to
speak.

Surr S. N. MAZUMDAR: You have
shut me out from speaking. So, I am
going out of the House.

(At this stage Shri S. N. Mazumdar
and some other hon. Members left
the House.)

Surr C. D. DESHMUKH: After the
Banking Companies Act was passed,
we were seized of the problem, so
to speak. And if the hon. Members
will refer—perhaps they may not
remember—to the Banking Companies
Act, they will find that there is a kind
of saving clause which allows industrial
concerns to take deposits, although the
general definition is that any one who
takes deposits on demand is a banking
company; and as soon as it becomes a
banking company, then all the laws,
regulations and other provisions of
the Banking Companies Act apply to
it. At one time, we were thinking in
terms of prohibiting this by this
indirect way, that is to say, as soon as
any one receives deposits payable on
demand, then he becomes a banking
company, whether he calls himself a
bank or not. At that time, it was
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with the help of deposit funds,
especially in Ahmedabad, where they
had not been misused; and we were
influenced by those considerations.
That is why that saving clause was
introduced. Now, since then, an abuse
of this has come to notice in other
parts of the country.

Surt LALCHAND HIRACHAND
DOSHI: On a point of information,
Sir. Even loans from the banks are
to be paid on demand. So, merely
because it happens to be a loan on
demand, it cannot be excluded,
because the loan from the bank itseif
is on demand.

Sarr C. D. DESHMUKH: One could
have made a distinction between
deposits and loans from banks. It is
not a question of drafting. 1t
was not because of any drafting diffi-
culty that we made this difference,
One could distinguish a deposit from a
loan, and what I am speaking of is,
that deposits are not bank loans, and
therefore, I say that it would be
possible to find a form of words which
might make a difference in regard to
deposits and loans., Now, my intorma-
tion is that most of the deposits are
received for six months. They really
are not deposits on demand in the
same way as the bank receives them.
After considering this problem again,
in view of the observations made
by hon. Members, particularly from
Maharashtra, in the Lok Sabha as well
as here, I have come to the conclusion
that the position will have to be
watched very carefully.

What I propose to do is to use the
power—provided that is included in
the final Act-—to call for information
from the companies, and to institute
a system wunder which periodical
returns of deposits received and details
in regard to those deposits are called
from the companies, One could then
study the situation, and if necessary,
one might make an amendment. If we
are dealing merely with deposits on
demand, the proper place for the

pointed out to us that there were ; amendment will be the Banking Com-
many concerns which were buwilt up | panies Act, and we shall have to deal
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with that problem there. If the exa-
mination of the statistics shows that,
in any case, something is required
which must find a place in this Act,
then, we shall bring forward an
amendment to that effect. In view of
this proposal of ours, I hope that the
hon. Member will not press his amend-
ment. In other words, we undertake
to study this matter far more care-
fully than has been done in the past.

Now, in regard to the other matters,
I will deal with Shri Parikh’s amend-
ment first. This amounts to a kind
of counsel of perfection. I ask him
whether he was a director, because
in that case, he would possibly be
aware of the importance of a certain
amount of discretion in the matter
of directors, who have the interests
of their company at heart. I am
Including him among the good
directors. And if that is so, I was
wondering whether he himself at any
time felt that there ought to be a
certain amount of freedom available
to the directors to dispose of the
surplus of a company in the manner
most advantageous to the company.
I myself must bow both to his
evangelical fervour and to his superior
knowledge of the industrial world,
and nevertheless, I feel that it might
be putting unnecessary restrictions on
the directors to say that every time
they shall have to employ the surplus
resources of the company, perhaps
then, they must wait for a meeting of
the general body. It seems to me that
the company itself will probably be
put to a loss. Secondly, the approved
securities are all right for insurance
companies; there the problem is invest-
ment of life fund and guarding the
interests of policyholders. In the case
of a company, it is a matter of helping
also in the expansion of industry. And
{ doubt whether preference or other
share being paid dividend for a
number of years is the best way in
heading towards the expansion of
industry. I should expect a certain
amount of dash and enterprise on the
part of businessmen, and therefore, 1
think it should be open to the directors
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to find out fresh fislds, fresh woods and
pastures new, for the employment of
their funds. And I think that in that
way only, they will be able to assist
in the industrial expansion of the
country. Therefore, one must not
allow oneself to be over-influenced,
so to speak, by the consideration of
what every director can do. One has
to strike a mean somewhere and 1
think—I repeat—it is going too far
to fetter the directors, that apart from
certain lifeless securities and invest-
ments they will not be able to make
any investments except with the con-
sent of the general body in an annual
general meeting.

As regards Mr, Doshi’s amendment,
I do not think there is very much
connection between the desirability
of encouraging other forms of manage-
ment and this particular clause. I
have said as a general proposition,
that the powers of dire¢tors should
be reasonable, but I have not said
that one should discriminate between
directors of companies which have no
managing agents and directors of
companies which have managing
agents.

Sart B. C. GHOSE: It is Mr. Doshi’s
amendment, not mine,

Surr C. D. DESHMUKH: Yes, it is
Mr. Doshi’s. The ‘dhosh’ is not mine.
If the hon. member misheard me, the
‘dhosh’ about ‘Ghose’ is not mine,

Sir, there is no particular relevancy
between this clause and this kind of
backdoor way of pushing forward the
claim that somehow the director-
managed companies ought to be given
some additional powers. That general
issue has already been discussed
extensively elsewhere, and therefore,
I am not able to accept that amend-
ment, i.e., 137.

I now come to Mr. Kishen Chand's
amendment. Actually, the range
between 25,000 and the possible maxi-
mum figure is very large. It is a
matter of judgment. You can take
1,000 and then go on to the 5 per cent.
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of the highest possible net profits,
which will be quite large. As I pomnt-
ed out in the course of my speech on
this clause elsewhere, there is a gene-
ral limit to this. Under section 153 of
the Income-tax Act, it is Rs. 1 lakh.
In other words, most companies will
not be able to go, whatever the total
of 5 per cent. of net profity, beyond
Rs. 1 lakh, and therefore, the range
is between Rs. 25,000 and Rs. I lakh,
which is a reasonable range so far as
the ceiling is concerned. Why should
anyone assume that every company,
no matter how small, will give away
more than Rs. 25,0002 In the case of
many companies, to give away
Rs. 25,000 will amount to giving away
not 5 per cent, but the whole of the
year’s profits. If the hon. member
takes Rs. 25,000 as 5 per cent, he will
find what the capital of the company
ought to be—5 per cent of the profits
or one-twentieth of the profits. There-
fore, I say, there is no danger of small
companies wanting to give away such
figure as Rs. 25,000 and therefore,
there is no particular reason why we
should alter these figures, That is one
point.

The other point is that Mr. Kishen
Chand wants to substitute the words
“to public charitable funds.” If you
read the clause with Mr., Kishen
Chand's amendment, it will read like
this:

“contribute, after the commence-
ment of this Act, to public charit-
able funds not directly relating to
the business of the company......”

Does it make any particular sense?
What does it mean, “charitable funds
and other funds not directly relating to
the business of the company”?

Surr V. K. DHAGE (Hyderabad):
“Other funds” ought to be eliminated.

SHrr C, D. DESHMUKH: The words
are not to be eliminated.

Surt KISHEN CHAND: May 1
explain? The wording may be defec-
tive but the idea is clear.

SHrr C. D. DESHMUKH: I say this
makes no sense if you add the words
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“to public charitable funds not direct-
ly relating to the business of the com-
pany”. When we say “other funds”,
these words “not directly relating to
the business of the company” have
some meaning. In other words, the
words ‘‘other funds” are important.
If you want to restrict the powers of
directors, it is important that there
should be a general provision of this
kind. The word “charitable” has been
specifically mentioned. In charitable
matter, this is the limit of your autho-
rity. If you are considering any other
matter and if that matter has no con-
nection with the business of the com-
pany, then we have some restrictions
here. If you make this substitution,
you will lose the most essential words
in this clause. It is the danger of a
double or treble negative. This clause
does not put any restriction on the
powers of the company. ¥ou are here
dealing with another issue and that
is about the distribution of power or
delegation of powers. No, it is not
delegated powers but powers confer-
red by the Law. This lays down the
spheres of authority of directors and
the general sphere of authority of the
company. There 1s no amendment
which says, apart from the amendment
of the member who has gone out in
regard to something associated with
Ministers and so on and so forth, that
the company shall not give anything
to political parties, or private purposes,
or whatever it may be. So far as the
company’s powers are conceruned, they
are what they will be, according to
the Articles of Association or the
Memorandum. There is no restriction
on them, and therefore, we are only
concerned with what the directors’
powers should be. So far, there
have been no restrictions on directors’
powers. The powers of directors were
co-extensive with the power of the
company, but what we are doing today
is, for the first time, to put a restriction
on the powers of directors, not for the
transaction of business, not with any
measure connected with the welfare
of employees and so on. Where it is
a matter not directly connected with
the conduct of affairs of the company,
then, we say to the directors, “You
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shall be restricted to this, but if you
want to go beyond this, you have to
go before a general meeting”. At
present, the directors exercise unli-
mited powers. They do what they
want to do and then that matter goes
before the annual general meeting for
approval and there, it is always open
to a chareholder o nick out any of
their actions and raise an issue. I am
quite sure that with the more stringent
rules and regulations and the provi-
sions that we shall have in this new
enactment, the shareholders will be
enabled to be far more critical of what
the directors are doing in this matter.
Therefore, against this background,

it really does not very much matter @

what the directors do within those,
I consider, narrow limits of 25,000
rupees, or 5 per cent.

Now, I have been asked whether I
am in favour of companies giving any

money to politicar parties. I think
that question is irrelevant. We are
not dealing with any amendments

here which say that a company shall
not give to this or that. Although it
is irrelevant, I should like to answer
it. It is very well known that, when
the country was struggling for inde-
pendence, funds were given by our
businessmen and industrialists to the
political party which was working for
the independence of the country. It
is all very well for hon. Member to
oppose this, because they happen to
be on the other side of the fence.

At the same time they were all
glad when our businessmen and in-
dustrialists showed......

Surr B. C. GHOSE: Conditions have
changed,

Surt C. D. DESHMUKH: My
answer relates to the theory of it. I
was asked whether I am in favour of
any company giving money to politi-
cal parties. My answer is that it all
depends on circumstances, and the
retort that conditions have changed
now is not right. They have changed in
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the sense that democracy is prospering
in the country and other parties’ have
also come to occupv this stage. Now,
I still think—I am sorrv that the Com-
munist representatives are not here.
But I can well understand the feeling.
of a company, belonging to the pri-
vate sector as it does, of apprehension
against coming into power of a certain
party—I mean, if that party’s open
programme advocates the entire des-
truction or liquidation of the private
sector. Now, they may be genuine
believers in a certain state of affairs,
as they no doubt are. They feel con-
fident that they have a contribution
yet to make to the economic develop-
ment of the country, and their point
of view has been approved by the
Planning Commission. Now, subject
to certain limits, it may be open to
them to say “We shall encourage this
or that.” 1 was asked another ques-
tion, whether it is not a fact that
they have contributed to a particular
party. Now, I am not in politics to
that extent to be able to answer that.
But my information is that, sometimes,
companies try to insure, so to speak,
and try to give to all parties. There
have been instances which have come
to my notice, where they have given
by right hand to one party, by the left
to another party, and from behind to
come other party.

Surr B. C. GHOSE:
proportion?

What ig the

Ssrr C. D. DESHMUKH: I cannot
throw any light on this, All I can
say is, I cannot find it in my heart to
blame a company for trying to safe~
guard its own interest in a manner.
It is not like bribing a party, because
we are putting a limit so far as
directors are concerned, and there is
no amendment by which we are try-
ing to put fetters on the companies.
Now, we come to certain cases. I
don’t understand the relevance. In
spite of the fact that we spent so much
time on it. I don’t understand the
relevance of it. Are we considering
lhe purity of public life, or are we
considering the interests of a com-
pany? That is why I ask a questiom.
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Supposing the company had a claim
of Rs. 5 iakhs and the West Bengal
Government decreed a payment of
Rs. 8 lakhs from the public revenues,
in that case, one might say that they
are giving a bribe—let us use hard
words—to the West Bengal Govern-
ment in order to get this high sum
from the public treasury, in which
case, one should have something to
say or feel about it; but even so, the
right thing would be to take the
Bengal Government to task. So far
as the interests of the company are
concerned, they made a very good
bargain. Instead of receiving Rs. 5
lakhs, if they received Rs. 8 lakhs and
gave back Rs. 70000, —it may be a
very immoral kind of transaction—
but so far as the interests of the com-
pany are concerned, they have not been
prejudiced. Therefore, what we have
to put before us is the interest of the
company—not the purity of public
life, Certainly, purity of public life
is a very important aim and one ought
to take proper steps in the proper
place for it. Put a provision like this
in the Representation of Peoples Act,
or amend it as you like, when it comes
before you. You certainly can say
that “Any candidate belonging to any
. party which has...... ”—T am not sug-
gesting this—it may be for you to
suggest, because that is the proper
place to put forward a provision like
that. So far as companies are con-
cerned, we must try and see where
the interest of the company lies and
the main fact is, we tell the director
“So far you have been enjoying com-
plete freedom in regard to the grant
of moneys in charities or for other
purposes” and for other purposes need
not be political. Why need one be
overwhelmed by this feeling merely
because the election is in the offing,
that it is all going to be for political
purposes? After all the largest amount
of money was given, if I may say so,
to commemorate the memory of
the Father of the Nation. It
was not given for political purposes
in that sense and maybe, in this more
enlightened age, enlightened {indus-
trialists may wish to encourage art or
culture or any other matters and they
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may wish to give money. All that we
say is, let it be only Rs. 25,000 or let
it be 5 per cent. of the net profits. That
is not such a very unreasonable pro-
vision to make and therefore I think
none of these amendments should be
accepted.

Mg. DEPUTY CHAIRMAN: The
question is:

74. “That at page 150, lines 25-26,
for the words ‘to charitable and
other funds’ the words ‘to public
charitable funds’ be substituted.”

The motion was negatived,

Mr. DEPUTY CHAIRMAN: The
Question is:

75. “That at page 150, lines 28-29,
for the word “wenty-five’, the
word ‘five’ be substituted.”

The motion was negatived.

Surt LALCHAND HIRACHAND
DOSHI: Sir, I beg to withdraw my
amendments Nos. 137 to 140.

*Amendments Nos. 137 to 140 were,
by leave, withdrawn.

Surr C. P. PARIKH: Sir, I beg to
withdraw amendment No. 141.

tAmendment No. 141 was, by
leave, withdrawn.
SHRI B. M, GUPTE: Sir, I beg to

withdraw amendment No. 142,

tAmendment No.
leave, withdrawn.

Mr. DEPUTY CHAIRMAN:
Question is:

234, “That at page 150.—

(i) in lines 28-29, for the words
“twenty-five thousand rupees”, the
words “three thousand rupees” be
substituted; and

(i) in line 29. for the words
‘five per cent’ the words ‘one per
cent.’! be substituted.”

The motion was negatived.

142 was, by

The

TeFor text of amendments, vide
col. 4675 supra.

+ For text of amendments, vide col.
4676 supra.
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Mr. DEPUTY CHAIRMAN: The
question is:

235. “That at page 150, after line
32, the following proviso be insert-
ed, namely:—

‘Provided that no such contri-
bution is to be made to an institu-
tion with which any Minister and
any political party or its leader is
connected, unless it is passed
unanimously in a general meet-

ing
The motion was negatived.

Mr. DEPUTY CHAIRMAN: The
guestion 1s:

“That clause 293 stand part of the
Bill.”.

The motion was adopted. -

Clause 293 was added to the BilL
Clause 294 was added to the Bill.
Clause 295 (Loans to directors, etc.)

SHrt SHRIYANS PRASAD JAIN:
Sir, I move: -

80. “That at page 152, after line 13,
the following be inserted, namely:

‘(1A) For the purpose of sub-
section (1), the Central Govern-
ment shall frame rules illustrating
and explaining the circumstances
under which the Board of direc-
tors, managing director, manag-
ing agent, secretaries and treasur-
ers or manager of a body corporate
will be deemed to be accustomed
to act in accordance with the di-
rections or instructions of the
Board of any director or directors
of the lending company.’”

Mr. DEPUTY CHAIRMAN: The
clause and the amendment are open
for discussion.

Surr SHRIYANS PRASAD JAIN.
Sir, T have given notice of an amend-
ment to clause 303 of a similar nature.
I will speak on both the amendments

[ RAJYA SABHA ]

Bill, 1955 4712

together as they are identical. Sir, 1
am not opposing this clause at all, but
I want some clarification as to what
will be the meaning of the words
“accustomed to act in accordance with
the directions or instructions of the
Board of any director or directors”.
Supposing this clause is violated, and
it is found later on that a particular
person ar the board was acting under
the instruction of somebody else, then,
there are some penal clauses which
will apply, and they are very serious.
For instance, take clause 293, under
which loans are given, and if later it
is found out that the loans have been
given through the influence of some-
body by a particular director of the
board, in spite of the fact that the
board as a whole may not be knowing
that a particular director was under
the influence of somebody, the penal
clauses will apply to them. In spite of
the above faect, it will Dbe
constituted that the board of
directors are under the instrue-
tions of somebody else and the
penal clause which is mentioned will
be applicable to all members of the
board. Therefore, it will not be fair
to apply those penal clauses in those
cases. What I suggest is that unless
a company is declared as acting under
the instruction of somebody else,
irrespective of whatever may “e found
out afterwards, in which case all those
penal clauses may not be applied or
alternatively, in the rules or regula-
tions, it may be mentioned in what
circumstances and in what manner it
will be deemed as acting under the
instruction of somebody else so that
the provision may be clear and no
person may suffer for want of clarifi-
cation. Take the clause 303 Take
clause 303, where you want a register
to be maintained containing the parti-
culars about the directors, managing
agents etc. A particular secretary or
a particular official of the company
may not be knowing that the board of
directors or a particular member on
the board was working under the ins-
tructions or the directions of somebody
else, but even then that particular offi-
cial is liable to be punished. He may
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be fined, for he is an employee of the
company. He is, after all, an innocent
man and he has probably no know-
ledge of the internal workings of the
board, to know whether somebody on
the board is under the directions or
influence of somebody else, or what
outside influences are exerted on the
board. In spite of his ignorance, he will
be penalised. This, I submit, would be
unfair. Therefore, I suggest that Gov-
ernment should, in the rules that
they will be framing, define the
conditions in which a particular per-
son or a member of the board could
be considered as acting according to
the directions of somebody else.

Surr M. C. SHAH: Any two bodies
acting may know whether one is act-
ing under the instructions of some one
else or not. Anyway, what we pro-
pose is to note this suggestion and as
we are going to issue a booklet glv-
ing instructions on the points. In that
guide, we shall try to illustrate cer-
tain cases. That much can be done.
I am not able to accept the amend-
ment,

SHRI SHRIYANS PRASAD JAIN:
Sir, I request the House to give me
leave to withdraw my amendment.

*Amendment No. 80 by
leave, withdrawn.

Mr. DEPUTY CHAIRMAN: The
question is:

“That clause 295 stand part of the
Bill”

was,

The motion was adopted.

Clause 295 was added to the Bill.

Clauses 296 to 302 were added to the
Bill

Clause 303 (Register of directors,
managing agents, secretaries and
treasurers, etc.)

Sur: B, M. GUPTE: Sir, I move:

. 238, “That at page 159, after line
5. the following be inserted. name-
ly:—

*For text of amendment, vide
col. 4711 supra. 2 s e
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‘(1A) Each director,
ing director, managing agent,
manager, secretary, and each
director or partner of the body
corporate or the firm as the case
may be of the managing agent
and the secretaries and treasurers
nf every company shall notify to
the company every change that
may occur with respect to himself,
in the particulars specifled in the
register, within fourteen days of
the happening of the change.’”

4714

manag-

239. “That at page 159, line 18,
for the words and figures ‘sub-
section (1) or (2)’ the words and
figures ‘sub-section (1), (1A) or
(2)’ be substituted.”

Mr. DEPUTY CHAIRMAN: Clause

303 and the amendments are now
open for discussion.
SHrR1 B. M. GUPTE: Mr. Deputy

Chairman. this clause makes the com-
pany responsible to intimate certain
changes in the register to the Gov-
ernment within a certain period. But
the corresponding responsibility is not
being placed upon the directors or the
managing agent or the managing di-
rector. There may be certain changes,
as for instance, the particulars about
taking over of other directorships and
things like that. Unless these are
communicated by the directors to the
company, the company cannot in its
turn communicate them to the Gov-
ernment. Therefore, I have suggested
that this corresponding responsibility
should be placed upon the director or
the managing director or managing
agent, to notify the changes to the
company first.

The validity of my amendment fis
borne out by the Bhabha Committee
also, who on page 81 of their Report
have said exactly the same thing,
namely, that the register cannot be
maintained by the company unless the
corresponding responsibility is placed
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upon the director, the managing
director, managing agent etc. etc. My
amendment is exactly on the lines
suggested by the Bhabha Committee
and therefore, I hope the House will
be pleased to accept it.

Surr M. C. SHAH: I am unable to
accept the amendment, for we have
made the necessary provision in clause
305 and so the amendment is not ne-
cessary.

Surt B. M. GUPTE: Sir, I request
the House to give me leave to with-
draw my amendments.

*Amendments  Nos. 238 and
239 were, by leave, withdrawn.

Mr. DEPUTY CHAIRMAN: The
question is:

“That clause 303 stand part of the
Bill.”

The motion was adopted.
Clause 303 was added to the Bill.

Clauses 304 to 308 were added to
the Bill.

Clause 309 (Remuneration of direc-
tors)

Suri B. C. GHOSE: Sir, before we
vome to clause 309, I would like to
gubmit one thing and it is this. I
would like to suggest that we stop
today after clause 323, before we
come to the question of managing
agents, even if we reach that stage
before it is six o'clock. Otherwise
1 will have to speak unnecessarily to
spend the time on other clauses and
if that is your intention. I shall do
80.

Mg, DEPUTY CHAIRMAN:
not shutting you out.

Surt B. C. GHOSE: No, I do not
suggest that I am being shut out. I

vide

I am

* PFor text of amendments,
cols. 4713-4714 supra.
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am only suggesting that we may stop
today, before we come to the clause
dealing with managing agents.

Mgr. DEPUTY CHAIRMAN: Why?

I suggest that
it is

SHrr B. C. GHOSE:
we stop with clause 323 even
before six o’clock.

Mr. DEPUTY CHAIRMAN: Al
right, you can make your suggestion
when we come to clause 323.

Surr B. C. GHOSE: - Otherwise, you

will be compelling me to speak on
clause 309.
Mr. DEPUTY CHAIRMAN: You

need not bother about that, because
Mr. Kishen Chand is going to speak
on clause 309. There are three amend-
ments to this clause given notice of
by Shri Gupta and Shri Mazumdar,
but they are not here and so the
amendments are not moved. But even
if they are not moved, if anyone wants
to speak on the clause, he may do so.

Sert  KISHEN CHAND: Mr.
Deputy Chairman, Sir..... .

Mr. DEPUTY CHAIRMAN: But

you wanted to speak on clause 313?

Surr KISHEN CHAND: VYes, Sir. I
will speak on that clause also. Nor-
mally I would have got a chance to
speak on clause 309 because I thought
the amendments given notice of to
this clause would be moved. But they
are not. Anyway, this is a very
important clause and we must take
the principle of the Bill into conside-
ration before we arrive at any result.
Here certain amendments were sug-
gested which would have the effect of
restricting the remunerations paid to
the directors and others. But on
account of the absence of the
hon. Members who were to
move the amendments, the amend-
ments were not moved. But all
the same, we may consider the
spirit of the amendments. Here, I
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submit, there are two or three types
of payments made to the directors. Of
course, there is that overall limit of
11 per cent. That is the overall limit.
1 per cent., there are three ways of
ut in spite of that overall limit of
payments to the director. There is
first of all, the sitting fee. That sitting
fee is not counted in this expenditure
of 11 per cent. So that means that the

expenditure on sitting fee is besides
this 11 per cent.

There is absolutely no restriction so
far as the payment of a sitting fee is
concerned and I am really surprised
that the hon. Finance Minister, when
he had put in so many restrictions, had
left this open and not imposed any
control on the sitting fee. The nor-
mal practice in our country has been
to pay up to Rs. 250 for a sitting, Of
course, there are certain companies
which pay Rs. 100 plus travelling
expenses. If expenses on account of air
passages from distant places are to be
paid, the remuneration under this
heading would become pretty high. I
should like to know from the hon.
Minister as to why no restriction has
been placed on the sitting fee, parti-
cularly when this fee is not counted
towards the total expenses covered by
the 11 per cent of the net profits.

Then, Sir, it is said that the director
may receive remuneration either by
way of a monthly payment or by way
of a fee for each meeting attended or
partly by the one way, and partly by
the other. Now, in addition to the
sitting fee, the director can receive
a monthly remuneration and there is
no limit to this kind of payment. In
a big concern where the profits may
be a crore of rupees—hon. Members
on that side have pointed out that
there are certain very big concerns
which make profits in excess of five
lakhs of rupees and their number is
near'y 800—the amount received by
the directors may be very much
more. When we have such large
number of companies making
profits in excess of five lakhs of
rupees, a director in one of the con-
cerns may get a percentage of the
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profit besides his monthly remunera-
tion. The figure fixed in such a case
is 5 per cent. Now, 5 per cent. of even
ten lakhs of rupees would mean
Rs. 50,000 and if the profit is thirty or
forty lakhs of rupees, then 5 per cent
may run to lakhs of rupees. Is it fair,
in such circumstances, to pay the
director up to 5 per cent. of the net
profits? The amendment, notice of
which was given, wanted that figure
to be reduced to 3 per cent. May I
request the hon. Minister to permit me
to move that amendment?

Serr V. K. DHAGE: Why the
Minister? You ask for the leave of
the House.

Surt KISHEN CHAND: May I
request you, Sir, and through you the
Finance Minister, to allow me to
move this amendment? Do you
permit me, Sir?

Mr. DEPUTY CHAIRMAN: No,
not now.

Sarr KISHEN CHAND: 1 have
tried to show that in case of big
companies even this figurey of 5 per
cent. will be very excessi If there

are more than one, then it can go
up to 10 per cent. Even if there are
four or five directors and they share
this 10 per cent. amongst themselves,
each can get a very big amount, It
is against the very spirit of this Bill
that we should permit large amounts
being paid to directors. I humbly
request the hon. Minister to consider
this and reduce the figure from five
to three.

Sart M. C. SHAH: There is a kind
of confusion of thought so far a8 my
friend, Mr. Kishen Chand, is concern-
ed. We have recently discussed clause
198.

Surr KISHEN CHAND: That
includes everything, managing agent,
secretaries and treasurers, and so on.

Surr M. C. SHAH: Our scheme is—
and the desire of the Members is—
that we should bring to an end this
system of managing agents. If we
want to end this system, we must
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[Shri M. C. Shah.]
encourage some other alternative
method. The alternate methods are
those propounded in the Bill. It has
been said that, instead of managing
agents, we may have secretaries and
treasurers or managing directors or
paid directors who may look after the
management of the company. To
enable us achieve this object, it is
necessary that we must pay the other
people enough and that is why 5 per
cent. has been fixed.

Surr KISHEN CHAND: I want it to
be 3 per cent.

Surr M. C. SHAH: 1 was going to
say that 3 per cent. will not give
enough of an incentive, Supposing
there is no managing agent and only
a managing director has to manage the
company, then I think, 5 per cent. is
a very reasonable figure. If there are
two managing directors, then the figure
becomes 10 per cent. If there is to be
a managing agent as well as a manag-
ing director, then the whole thing
comes within the purview of the 11
per cent. limitation. If there is to be
a monthly remuneration paid to the
director, then too it will come within
the scope of clause 198. So, 5 per cent.
Is not an unreasonable figure, if we
want the institution of managing
directorship to come up and manage
the companies. We have, therefore,
advisedly put 5 per cent. as the remu-
neration to be paid to the managing
director in order to encourage that
form of management to come up as
early as possible and replace the exist-
ing system of managing agency.

Surr KISHEN CHAND: The hon.
Minister has not replied to my point
about the sitting fee. It is not includ-
ed in the 11 per cent.

Sart M. C. SHAH: Supposing there
is monthly paid director or managing
director, he will also get the sitting
fees. We have not included the sitting
fees in clause 198, because we know
that tnere will be few meetings and
the directors should be given some
sitting fees for attending those few
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meetings. Ordinarily, in the Articles
of Association, the fees to be paid to
the directors on account of sitting fees,
etc., would have been fixed; if the fees
are high, then the shareholders will
take note of that fact and will do what

they think is best in the interests of
the company.
Srrr KISHEN CHAND: It is sald

that it will be paid partly by one way
and partly by the other.

Mgr. DEPUTY CHAIRMAN: Mr.
Kishen Chand, there cannot be any
endless discussion of this type.

Mr. DEPUTY CHAIRMAN: The
uestion Is:

“That clause 309 stand part of the
BilL”

The motion was adopted.

Clause 309 was added to the Bill.

Clauses 310 to 312 were added to the
Bill.

Clause 313 (Appointment and term
of office of alternate dir/ectm‘s).

Surr M. C. SHAH: There is no
amendment, Sir.

Mg, DEPUTY CHAIRMAN: But he
wants to speak. We must finish clause
324. Let us stop at clause 324.

Surr KISHEN CHAND: I will take
two or three minutes. Clause 313 deals
with the appointment and term of
office of alternate directors. The hon.
Minister referred to this clause when
I was speaking on another clause.
This clause reads as follows:

“The Board of directors of a com-
pany may, if so authorised by its
articles or by a resolution passed by
the company in general meeting,
appoint an alternate director to act
for a director *****during his
absence for a period of not less than
three months from the State in which
meetings of the Board are ordinarily
held.”

It only relates to absence from the
State. You must take a concrete
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example. Supposing a . company' is
registered and holds its meetings in
the State of Bombay and appoints a
director who does not belong to
Bombay. He is always absent from
Bombay and the absence will be in
excess of three months. Could vou
appoint a director in his place? That
is question number one.

No. 2, he says that a director may
be absent from the State; he may
be only in the next State, in Saurash-
tra, in Madhya Bharat, or anywhere
else, He does not say, ‘going out of
India’. So, if that loophole is left,
every company will have in its Arti-
cles of Association provision for
alternate directors and with that pro-
vision, appoint somebody from socme
other State as a director; because he
is outside the State, the alternate
director will come in, and when the
alternate director comes in, he can act
for any period. Now, if you read
sub-clause (2), this is what it says:
“An alternate director appointed under
sub-section (1) shall vacate office, if
and when the original director returns
to the State in which meetings of
the Board are ordinarily held.” So
it he does not return to the State in
which the meetings are held, the
alternate director can continue as long
as the original director remains a
director. So, I am trying to show that
you have restricted the directorships
to twenty. You do not want one per-
son to hold more than twenty direc-
torships and you keep this clause of
a'ternate directors. By keeping this
clause of alternate directors you are
opening an indirect way of getting
more than twenty directorships.
Therefore my contention is: What is
the necessity of appointing alternate
directors. Normally, in companies
there are seven or eight directors and
it does not frequently happen as a
genuine case that several directors go
out of India. Even if they go to a
neighbouring State, they can come
back. They can come and attend the
meeting. Why do you want an alter-
nate director if the man goes only
to a neighbouring State? You can
change the words “the State” and
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substitute the word “India”, when this
part will read as “during his absence
for a period of not less than three
months outside India”. Then, there
will be some sense in it. If you say
that he goes outside India there is
reasonable justification. After all, he
has gone out of India and he cannot
come and attend the meetings. When
out of the normal number of directors,
even 50 per cent directors belong to
another State, they normally come to
attend the meeting as to and fro fare
is paid to them andsitting feeis paid
to them. I do not see any reason for
appointing an alternate director, when
the original director goes out of the
State for a period of three months,
because, as I have pointed out, it is
likely to be abused, Either this
change should be made, or this whole
clause should be omitted. We should
not have any alternate directors. Well,
if there is a casual vacancy, there is
a regular provision in this Bill for
filling a casual vacancy. Why do we
want an alternate director, when there
is specially the chance of abuse.

Surr H. P, SAKSENA: If the majo-
rity of directors go out at one and the
same time, how are the meetings of
the directors going to be held? 1If
they are in India, all the directors
can be called.

Surr KISHEN CHAND: I have said
there are two alternatives. Either
you have it ‘outside India’; then there
is reason in keeping an alternate direc-
tor. But if he is in a neighbouring
State, there is no necessity for an
alternate director. Now, what is the
difference between Delhi and Punjab?
A director of a company registered in
Delhi goes to Punjab, goes to Hissar,
then again he comes here.

Surr SHRIYANS PRASAD JAIN:
Now regarding the appointment of
alternate directors, is it only the board
of directors or can the directors
appoint one in place of the original
director?

Mr. DEPUTY CHAIRMAN:
the board of directors;
clear.

It is
it Is quite
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Sarr M, C, SHAH: It must be by a
resolution passed by the company in
general meeting and the appointment
must be by the board of directors.

Sert SHRIYANS PRASAD JAIN:
Suppose there is a provision in a
particular company today that a per-
son can appoint an alternate director
in his place, will that provision be
nullified by virtue of this clause.

Surr M. C. SHAH: As a matter of
fact, it the articles so provide, or
there is a resolution passed by the
company in general meeting, then and
then only, an alternate director can

be appointed. Now he says that
because of this alternate directors,
there will be many more director-

ships. He will be in twenty and if
there be an alternate director in his
place he will be prohibited to act; as
long as the alternate director acts, he
does not act as a director. Only when
he goes from the State for more than
the prescribed period, the alternate
director is appointed and acts in his
place. So I do not understand how
that twenty directorships rule is
being evaded. The twenty director-
ships rule means that that person will
act as director in twenty companies.
Now when an alternate director comes
in, then that director is not acting as
the director as long as the alternate
director is acting there.

Surr B. C. GHOSE: The point was
this that a man who has already
twenty directorships wants to act as
alternate director. He gets a dummy
as a director and then sends him to
another State so that he can function
as an alternate director, so that he
can function in more than twenty
companies as director,

Sgrr M, C. SHAH: The twenty limit
is there. He will not be in a position
to act as long as that alternate diree-
tor is there. If he is already appoint-
ed in twenty companies, he cannot be
appointed to another twentieth com-
pany, that is, his directorship of those
twenty companies will stand. Now,
because he is out of the State, if the
articles say......
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Smrr B. C. GHOSE: He is not out
of the State.

Surr M. C. SHAH: The director 1s
out of the State.

Surr B. C. GHOSE: The other chap
who is a bogus director and he ......

Surr M. C. SHAH: The bogus direc-
tors are here.

Surr B. C. GHOSE: That is a reflec-
tion.

Surrt M. C. SHAH: The alternate
directors also cannot be in more than
twenty; he cannot have alternate
directorships in more than twenty and
those directors, who have alternate
directors also, cannot act in another
twentieth company so long as the
alternate director is acting in his place.
The appeointment of alternate director
is just for the convenience of the
board meeting. If a director is stay-
ing outside a State, then an alternate
director is appointed, if there is a
resolution to that effect or if it is so
provided in the articles. There are
these safeguards. Therefore, I do not
think the fears expressed by my
friend Mr. Kishen Chand are genuine;
I think they are misplaced.

Mgr. DEPUTY CHAIRMAN: The
question is:

“That clause 313 stand part of
the Bill.”

The motion was adopted.
Clause 313 was added to the Bill.

Clauses 314 to 323 were added to
the Bill.

Mr, DEPUTY CHAIRMAN: The
House stands adjourned till 11 a.m.
tomorrow.,

The House then adjourned
at fifty-six minutes past five
of the clock till eleven of the
clock on Tuesday, the 2Tth
September 1955,



