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Select Comuittee on Coupaniet Auendment) Bill, 196 (k y

%he Revort of the Select Committee on this bill shows that the brief reference

-

\ ; dinute of Dissent by Mr. H.R.fnszni, M.2, & Mr.R.V.Bade,nt.P.
\ z

ofY Bill to a Select Coumittee has been wore than justifiEd.‘ hiwong the se:eral
useffll changes mede in the 8ill, t.ere ore two modifications whx?h will to ?' arze
extent mect the strons exception taken to the bBill by large sections of public

opinion and the press.

g fi these is the zliminetion of the power sroposed to be %eft t?
Goverzzzniliittzins?Zr to a Tribunal to be set up under the Bill ?y n?tlflcatlon ?zom
time to time various powers of the Courts of Law. The second major %mprovement i
the ezclusion from the mischief of Clsuse 5 of the sill, except only in case oi‘
defeult on the part of a company, of coupamies wioch had takug loans from the Govern-—
ment before the coming into operation of this lesisl+tion giving power to thg
Sovernuent unilaterally to comvert itself frow.a creaitor of the company to its
shareholder. we welcoue this chenge because, otherwise, there was ground.for the
charge that the power of unilateral sction given to Governuent retrospectively would
nave anounted to = bresch of contract and of faith ond would have damaged, at hoge
and ebroad, Iodis's credit =2s a country that Las so far scrupulously adhered to its
contractusl pbligzstions.

All the sause, we regret thot several blemishes still resein in the 8ill as
renorted by the Select Coumittee.

The one that towers over nll others is to be found in Clauses 7 end B8 which
give wovernment the rizht to deprive all trustees of their right to vote as share-
holders of joint stock cowpanies znd to transfer this right to a Public Trustee
appointed by wovernasent. WNo casc has to be made ocut ageinst any trustec or trustees
for expropriating them of this right of theirs znd no right of =2ppesl is prorosed
to those so expropriated. ¢ note that in paragraph 2 of the vtatement of Objscts
and Reasons appended to the £ill it heg been stated that: ?In order to prevent the
use of voting rights atteched to shares hela by trusts for tle advancem:nt of ‘he
personal interests of the donors, it is considered necessary to resulskthe exercise
of such rights in suitable cases.”" It is & matter of regret to us that our plee that
the deprivation of voting rights should only operete in the case of trustees who were
found to be using their veting rights for the cdvanceuent of their pirsonal interests
or of those of the donors was not sccepted by the welect counittee. This is one
of the increasing muuber of cases where the provisions of = law bear little rlation
to the Statewent of ubjects and Reasons wwpended o the Bill. The “rovisions are
also inconsistent with the assurance given by the Hon. rinance .dnister on the floor
of the nouse on 28th wovewber 1963 that tliere would be 2n awendment cxenpting "genuine
trusts created for safesuarding Iasily interests or charitable or educational trusts."

we consider Llauses 7 and 8 of the Bill cs cubodied in the Heport of the

select Lomnittee to be nothing less than outrageous. Tlere are three fecets of
t?e right of a shareholder, whetier he hap-ens to b. a trustee or otherwise. The
flr‘st is the right to a dividend, the sccond is' Lis right to his capitzl snd an
capital appreciation that may take vlsce, snd the t.ird and p»rhans)the most 4
valu:blg right is that of participating in the control and wanagement of the
enterprlsg turough the exercise of his right as a sherekolder. To dé“rive truste
:f t@ls ?1ght without any rhyac or reason, without any recourse to a éourt of Lawes
ngrpizizlgz zrf;zéress‘t: to us i PTOPTB?* of a shocking pature which should heve
T 7; i201£‘{‘ ga: gustlflcztlog th there vossibly be for sucl a
& dc,ri; ? ¢ A e 01.l nov bt“ndst on afficinl of Uovernuent would be coumpetent

: Prive a c;:.tlzen of his valunble ri:ht 2s a scarcholder without ythi -
whatsocever being proved or even alleged agsinst him. 3 s

In our view, in ord
5 order to make a provisi 1S i i
democracy, tie least that could be - i okt

tie following: done is to wodify this clause by nroviding for

i 103 i 3 3 .
(i) i:u;tuzigntof ;?li brovision to public charitable truats

: (ST 0 which there aye - : v., i

in public Maited el concessions, holalng shares



we would like to draw attention with a view to ths

1.

Now Uelhi, Ttn LDeceuber 1963

-2-
ictl 1 ision to cases where the
1i The restriction of this provision ; ;
s trustee is proved to have acted cither in hig own interest
or in the interests of the settlor or otherwise in & way
adverse to the interests of the Trust;

(iii) . provisios that the trustee should be given the right of )
beinz heard in regard to the grounds on Whl?h he is propose
to be deprived of his voting rights and n.rlghF to ap?eal
to the Lourts agsinst the decision depriving him of his
rizghit to vote.

cd by the welect Committee to which

£ isior8 of the pill as report ¢
L it -ir modification are the following:

Tn Clause 3 of the bill, the rizht of appsal afforded to ? person against

whom a finding has been arrived at by 2 Tribunal is restr%cted only to matters
of law arising out of such a finding. #e consider this right of appeal to'be

unduly restrictive and would suggsst its being extended to any other question

with the leave of the Court.

Inflause 9 which provides for the circumstances in which a person concerned
with the conduct snd managewent of the affairs of 2 Company con be removed from
his position are included grounds which appear to us to be altogether out of
place, such as, negligence or that the business of the company “is not or has
not been conducted or manszed by such a person in accordance With sound
business principles or prudent commercisl nractices."

While we are in agreeuwent with the other parts of the clause which would permit
the rcaoval from office of = person guilty of fraud, misfeasance or persistent
default or conduct which is unlawful, we belisve thmt the question whether or
not a business is being conducted prudently or on sound business principles

is not one wiich should be referred to a Tribunsl or one which is capable of
Judicial or guasi-judicizsl exemin-tion. Coumcrcizl prudence and sound business
practice arc matters in regard to which there con be legitimzte difference of
opinion and those who risk their capital for the business should be the sole
Judges of such issues. To nlace in judgeuent over their business decisions
officials of government or uewb.rs of a Tribunsl who may have no knowledge

of how to conduct o business =nd who have no record of business success which
would qualify them to juage others is, in our view, something that will
paralyse people in business from taking decisions and retard the cconomic
progress of the country. The record of the present vover.ment in regard to
the manzgewent of its own enternrises in the otate sactor is hardly such as

to werrant the srrogation of any superiority.

ne S€e no reason whatsoever for the provision that the previous approval of
the Central wovernuent should be required under “lause 9 (section 3882 ub-
clause (5) ) in all cases where ~ successor is to be nominated to an office
vacated by removel of the previous incumbent. io douht such approvel would
Eave tg be obtained in the case of thosec offices in respect of whick the
%ompanles ~Ct requires such previous approval but it is difficult to see why
it is sought to extend the right of the wovernment to
other offices where the Loupsnies act does not provide
because a particular incuubent has been aisguzlifiad.

withiold approval to
for such ‘aporoval just

M. R. MASANT

R . V- BADE

S Secretary,

Swatantrg Party Parliamsntary sroup Vffice.
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