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One of the mdin objectives of Company Law in our
country has been to.promote efficient and honest manhge«
ment and reduce concentration of economlc powery From
time to time Government has sought to regulate appointe
ment and terms and conditions of managerial pergonnel
and their remuneration, This has been done by providihg
‘certain ceilings on remuneration payable by a. company
to its managerial personnely Uhder.the two-tier system
of corporate management, a company, generally has a..

Board of Directors. 'which is prlmarily concerned with
policy laying and overall ,supervision, and a managerial
personnel who:en} oy Substantial powers of management
in relation %o company-and - their responsibility for
execution of the policies laid down by the Board of
Directors., Thus managerial services are provided

by bothr the Directors and the managerial personnel

‘and managerizal remuneration includes payment for both*
type of managerial serv1ces.

In the absence of any provision in the Articles,
Directors have no right to be paid for their services
and cannot pay themselves or €ach other, or make
presents to themselves, out of the company s assets,
unless authorised to do so by the instruments which
regulate the company or by the shareholders at a

properly convened meetting., In Re, George Newman & Cg.
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Institute of Postgraduate (E) Studies, Univer51ty
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1. (1895) I Ch., 674: C.A,



-2 -

This position has recently been emphasized by Rajasthan High
Court in Radhey Shyam & QOthers v, Offl cial Liguidatdr,2

If the Articles of a company nrovide for payment of
remuneration, the directers can sue for it, Though a
bye-law of a limited company provides that the services

of a director are gratuitious, this could not prevent

the director who holds the office of the sscretary from
¢laiming the benefits whieh are expressly conferred by
another by-law on the secretary. R.Ganesh Aiyar v. Lakshmi ,
Building Cooperative Society.S A director of a company in such
a case enjoys a dual position i,e. (i) he is a director of
the company and (ii) he is an employee of the company;

and as an employee of the company he has got every right

to claim remuneration for services performed, But a
director 1s not entitled to any remuneration over and

above that fixed by the Articles for doing an act which
could be his duty to do and as sueh the director of g
company formed, inter alia, with the object of promoting
dther companies, who was entrusted with the work of
sélecting directors for another eountry and of its regise
tration and promotion, is not entitled to additional
remuneration, Dikshif & Co, Ltd, v, Mathura Prasad,?

It should be noted that after passing of a resolution to
sell the undertaking and assets of the company, the
directors' duties are diminished does not disentitle thgm

to remuneration, In Re, Congolidated Nickel Mineg Ltd,

The usual method of remuneration to a director is
a fee for attending meetings of the Board, but some com.
panies remunerate their directors by a monthly salary
while in still others a commission on profit in addition
to the fee or the monthly salary is paid. It is for the
company to decide how -its direetors should be remunerated
but the law makers have laid down certain ceilings on
remunerations of directors and other managerial personnel
s0 that company'!'s funds may not be watered down for the
benefit of those who are at the helm of its affairs.

2. (1969) 39 Comp. Cas. 340
3., (1937) 7 Comp. Cas. 145,
4, (1925) I.L.R. 47 411. %4.

5. (1914) 1. Ch. 883,
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The regulation of managerigl remuneration was first
thought of in 1936 when the Companies Act 1913 was
amended by adding Section 87Ci Section 87c¢ required that
the remuneration of managing agent should be a sum based on a
fixed percentage of the net annual profit of the company
with provision for a minimum payment in the case of absence
of or inadequacy of’ profits, together with an office
allowance to be defined in the agreement of management,
Payment of remuneration in any other form required sanction
by a special resolution of the company. fhis section
also provided some guidelines for the purpose of cal-
culatlng net profit., In 1951 another section was added
i.e. 8700 which provided that no amendment of Articles of
agreement of management which purports to increase
managerial Temuneration would be valid unless approved
by the Central Govermment. These provisions were not to
apply to private companies which were not subsidiaries
of a public company.,

The 1956 Act places further restrictions on manaterial
remuneration: It prescribes an overall limit for manae
geriagl remuneration which, according to section 198,
should not exceed 11# of the net profit of a company
and in case of inadequacy of profits it can go up to
Rs.50,000/< This does not include any remuneration payable
to dlrectors for the services rendered which are of
professional nature and the director, in the opinion of
‘the Central Goverrmment, possesses the requisite quali-
fications for the practice of the profession; and fees
for attending meetings of the Board or a committee
thereof. . Where remuneration is paid on the basis of
monthly salary and the Central Govermment is satisfied
that for the cfficient conduct of a company, minimum
remuneration of Rs.50,000/- per arnnum 1s insufficient,
it may, by order, sanctlon an increase to such sums,
for such pericd and subject to such conditions, if any,
as may be specified in the order. Upto 1960, it was not
very clear whether the, remuneration included perquisites
This lacuna of Company law was subgect to adverse comment
in a Bombay Hégh Court judgement i.e. Remaben A. Thgnguala
v. Jyoti Ltd.” According to the learned court, provisions
of the act governing managerial remuneration were badly
drawn up. This gquestion was studied by the Ccmpanies
Act Amendment Committee(1957) according to which "these
perquisities undoubtedly have a money value and in some
cases might be converted into their money equivalent.

6, A.I.R. 1958 Bom. 214.



-4-

From the point of view of the company, perquisites
allowed to directors are part of the consideration

paid by the company for their services and the cost

of providing them has an effect on a company'!s profits
exactly similar to the payment of the monthly cash
salary. On the other hand, from the point of view of the
recipient, they formed part of the consideration for §
his services and the position is more advantageous to him
than if the money equivalent of the perquisites had been
paid in cash and expended by him for the various amenlths
provided. The existing provisiaons are, capable of being
construed as referring to cash payment alone., In our
view, there is no reason in principle for ignoring these
perquisites for evaluating the remuneration,."? Accordine
gly, an explanation to Section 198 was added which pro-
vides that remuneration shall include:-

a) Any expenditure incurred by the company in
providing rent free accommodation, or any
other benefit or amenity in respect of
~accommodation free of charge;

b) Any expenditure incurred by the company in
providing any other benefit or amenity, free
of charge, or at a concessional ratej

¢) Any expenditure incurred by the company 1n respect
of obligation or service which, but for such
gxpenditure by company, would have been incurred
by the managerial personnel; and

d) Any expenditure incurred by the company to
effect any insurance on the life of, or to
provide any pension, annuity or gratuity
for, any of the managerial personnel or his
spouse or child,

It may be noted that provisions regarding managerial
remuneration are applicable only in case of a public come
pany or a private company which is a subsidiary of a
public companyet..e same position as was there in 1913 Aect,

7, Page 67 of the Report.
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Subject to the overall limits prescribed by section
198, the remuneration of directors should not exceed 1%
of the net profits of a company, if the company has
a managerial personnel; and 3% of the net profits if
there is no such managerial personnel. Section 309
which regulates remunerations of a director also provides
that for professionally gualified directors, if they
provide professional services to the company, additional
remuneration can be paid which will be free from all the
legislative ¢silingss The remuneration of a director
who is either in the whole-time employment of a company
or a managing director dan go.up to 5% .of the net profits
for one such. dirgctor, ahd if there is more than one
such director 10% for all of them together; this limit can
be exceeded with the approval of the Centtal Government,
Such a director may be remunerated either by way of a
monthly- salary or a specified percentage of the net profits of
the company, or parity by ohe wday and partly by the other,
Sub-section (iv) of Secbion 3069 provided that a director
who is neither in the whole-time employment of the company
nor a managing director may be remunsrated sither €a) by
way. of a monthly, quarterly or annual payment with the
approval of ths Central Govérnment, or (b) by way of
commission if the company by a special resolutiond authorises
such payment, The limits to remuneration of dirsctor
(i.e. 1% or-3% as the cass may be) can be exceeded by
company in General Meeting by the approval of the Central
Govermment. If a.director receives remuneration in excess
of these limits, he is bound to refund such sums to the
_company and until such sum is refunded, he holds it in,
trust for the company, The company is not allowed to ' -
waive the recovery of any such refundable sum. Sub=section
{6) disallows payment from a subsidiary of a company to
a director who is in receipt of any commissicn from the.
company and who-is either in the whiole-time employment of
the company or managing director.. s

8. According to .subesection(7) this resolution shall .
not remain in force for more than 5 years; but may
be renewed-from time to time, by a special reso--
lution for further period of not more than 5 years
at a times; but the renewal should not be effected
earlier than one year from the date on which it is
to come into effect, '
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The .question whether remuneration of the director
"include remuneration payable for other services as well
has now been settled with the amendment of Section 309
and has been brought in tune with Bormbay High GCourt
decision in Ramaben A, Thanawala v. Jyoti Ltd.Y which
has taken the view that Secction 198 and 309 cover only
remunerations for managerial service and as such the
remuneration ‘received i -technical ’capacity is not:
to be included in the managerial remuneration for the
purpose of these ceilings, - ' '

“'Section 310 requires that every increase inﬂremunerayion
of directors (including managing or whole-time directors) i
must be approved by the Central Govermnment; but such
approval is not needed for increasing the sitting fees of the
Board or a committee thereof provided the amount of such
fee after such increase does not exceed Rs,250/w

Certain companies may increase the remuneration of

managing directors on re-appointment, Such increases
also require Central Govermment sanction under Section 311,

Remuneration of managing agent and secretaries and
treasurers (which now stand abolished) were governed by
Sections 348 and 381 respectively, With the overall
limits prescribed in Section 198, the remunerations could
go up to.10% of the net profits increase of managing ggents
and-up to 7% in the case of seéretaries and treasurers
with a provision for Rs,50,000/~ minimum in case of =~
inadequacy of profits, |

Secticn 349 prescribes guidelines for determining
net profits for computing the managerial remuneration, -
Profits by way of premium on shares and debentures, pro-
fits.on sale of forfeited shares, profits of capital '
nature and profits from sale of lmmovable property are
not regarded as profits of the company for this purpose.
Bounties and subsidy received from any Government or any
public authority are deemed to be items of profits.

The various sums deductable from profits are mentioned in
sub-section (4) of section 349 and section 350 provides
that depreciation should be charged as allowed under the

Income-Tax Act 1961. ’

9., (1957) 27 Comp. Cas. 105;-A,I.R. 1958 Bomb, 214
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According ‘to Section 351 where there is an arrange-
ment between two of more campanies to share their profits
and not less than two of those compamies have the same
managing agent, any profits paid in pursuance of the
arrangement by any of-the companies having that managing
agent to any other or others of them shalli

a) be excluded from the net proflts of the company
making such pavment; and

b) by included in the net profits of the company
receiving such payments or where more than one
company Irecelves such payment, be included in
the net profits of each bf the receiving compa~
nies, to the extent of the phyment received by
l L[]

Since there is no mention of common managing/wholes
time director, this section has lost it& dignificahce with
the abolitlon;of managing agericy spatem|

In the administration of Company Law, the Central
Government has been assisted by an Advisory Commission
which was consbituted in terms of Section 410 of the
Companies Act 1956, Thig Advisory Commission was
abolished in 1965 and replaced by an Advisory Committee for

advising the Central Govermment relating to fixation of
remuneration for managing directors, whole-time directors
and managers. The Commission laid down the following
principles in the year 1956-5%:=

a) For fixing the remuneratlgn of such managerial
personnel, regard should be had generally to
the financial resources of the company, its
dividends recorded, turn-over, size of the unit
and the nature of the business. The extent of
of the managing directors' interest in the com-
pany and the responsibilities shouldered by them
should also be taken into consideration,

b) Proposals for increase in sitting fees of dirac~
tors or fixed conveyance or other allowances should
be considered on merit of each case. In such
cases, ordinarily, the judgement of the shareholders
is the guiding factor except where the increase
proposed i1s prima facie grossly excessive having
regard to the previous scales of fees and
allowances,
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c) Probosals involvihgtpayments to managing

d)

)

directors in excess of the statutory limits
laid down by Section 198, in cases of
absence or inadequacy'of profits, should be
considered after taking into conslderation
the follow1ng factorsse

1)  The multitude of the company;
i1) The nature and extent of its operatlons,

iii) The nurmber of managlng directors and
pover asslgned to them;

iv) Whether the remuneration prOpoeed is nace-~
ssary for the efficient managing of the

company having regard to the consideratlons
enumerated above; and :

v) Such other factors -g would make it

inequitable to apply the limit of Rs,50,000/-
in the particular case,

Directors of a company who are also directors

or partners of the managing agent should not
ordinarily be permitted to receive any-separate
remuncration: from the managed companies by way

of stipulated commlssion on net profits or other-
Wlseo

The Commission did not object to payment of
commission on net profits to non-working
directors in accordahce with Section 309(4)

of the fAct provided that the directors have

been getting such a commission before or the
commission is satisfied about the responsibili-
ties shouldered by the directors that payment of
such a commissien is only fair and equitable,

"The Commission, however, stipulated that the

commission so paid should be divided equally
between all the directors or in such proportion
as the directors may unanimously decide in each
case,
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f) Managing directors, who were in receipt of
monthly salaries and commission on net profits
should not be allowed to draw any additional
guaranteed minimum remuneration besides their
monthly salaries in the event of absence or ine
adequacy of profits, Similarly, the commission
on net profits payable to the ordinary directors
should not be subject to any stipulated minimum
remuneraticn, ‘

Some further guidelines were laid down by the Commission
in 195758 which allowed payment of bonus to directors
and managers of a company if it is on the same rate as-
dllowed to other émployeds of the company. The interest
of the company continued to be the main guiding factor,
and each prdéposal was judged;b¥ the Commission from the
point of v1iw of whether or not its acceptance would leave
sufficient incentive with the person concerned for the
better working of the companyi

_ These guldelinesjwere further revised by the Advisory
Commission in 19A82&593 It wes lald down that the remunery
ation by way:of salary and commission payable to managing/
wholestime director or manager should not vrdinarily
exceed Rs.1,20,000Aa per annum} Bven if the total manae
gerial remuneration wai well within the ceiling of 11%

of the net profits of the company as laid down in Sec=
tion 158 or 5% as allowed under Section 309, hormallyy
fixed monthly payments should not be allowed to directors
nor are renderlng any specific service to the company.

In 19592+60; payment of fixed amount as travelling
and halting allowances was discontinued and the Commission
recommended reimbursement of-actual expenses instead,
In 1960~-61, guaranteed commission payable to managerial
personnel was also brought within the regulatory frame~
work of the company law and ceilings were laid down for
such payments. For Forelgn nationals appointed as
mahaging/whole~time directors or managers of public
companies, some& guidelines were laid down for the first
time, In cases of this type where dus to dearth of
adequately cualified people in this country or for
other valid Teasons it was absolutely essential for the
company -to appoint.a foreigner to be in charge of the
management of the company, the Commission considered it
. necessary to deviate from the pattern of remuneration
allowed in respect of the companies of comparable size
- not inveclving foreign collaboration or foreign partie
cipation. The criteria for determining the amount of
remuneration in such cases were:- "
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i) Qualificaticns and business experience of the
foreign natdonal in questions

"ii) The size of the company;

1i1i) The anticipated profit-earning capacity of the
‘ companys;

iv) The status and position of the person under his
previous employers; . -

v) The net remuneration earned by him in his pree-
vious pos1t10n and

vi) The standard of living and the aVerage level
of income in the country of origin,

In 1963-64, the Commission felt that in the light of
restrictions belng gradually imposed on the remuneration
payable to the manaolng/whole-tlme directors or managers,
in the context of .sociocesconomic policy of the Govermment,
it was desirable to impose same restrictions on the pers
cuisites which were allowed to such personnel, The
Commission did not favour the practice of varying patternm
of remuneration during mideterm and discouraged this
practice.

The ceiling of Rs, 1,20,000fe for remuneration of
managing/whole~time dlrectors and managers was Traised
to Rs,1,70,000/~in the year 1964-65 :

- In the ye:r 1965«66, in consultation with the Company
Law Advisory Committee set up under the 1965 Amendment
hct, the Centrsl Govermment decided. that the ceiling
should ordinarily be Rs, 1,830,000/~ per: annum in res-

pect of remuneration (excludlng perquisites) drawn by an
1ndlv1dual nanaging/whole~-time director or manager from
any one company and Rs,.2,70,000/~ per annum in case such
remuneration is drawn from more than one company in such
managerial capacity,

'Devalgation of Rupee and Managerial Remuneration

At the time of devaluation of our rupee in June 1966,
a good number of foreigners were occupylng managerial
positions in varicus public companies and as a Tresult of
the devaluation, the equivalent of their remuneration in
the relevant foreign currency became considerably
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reduced and accordlngly proposals for sanction of
corresponding increase in their remuneration were
received by the Company Law Board (constituted by the
Amendment Act of 1963 for performing most of the
functions assigned to the Central Government under the
Companies Act) from the various companles employing
sich expatriates.

After a careful ccnsideration of the whole matter from
the foreign exchange, taxation, company law and other
aspects, it was decided as a matter of policy that, as the
devaluation cculd be regarded tc have affected mostly
the home remittance of these foreign nationals, there was
a need to compensate them to the extent of such increase in
their existing remuneration as would be just sufficient to
enable them to maintain these remittances at the pre-
devaluation level even-.if the resultant increased remune
eration exceeds the statutory limits imposed by the Companies
Act.

Giurrent Position

4s mentiongd earlier,; the Central Govermment, first
ont the recommendations of the Advisory Commission and now
on its own, has been following a policy of laying down
adminl strative ceilings on managerial remune ration from
1959 which have been revised from time to time, and the
administrative ceiling was last fixed in 1965 at Rsi1,80,000/-
per anpum for salary, commission and fixed allowances but
"exclusive or perguisites,

As a measure of socio-economic policy with particular
reference to the Directive Principles of State Policy in
our Constitution (which lays.down that the ownership and

control of material resources of the community are

go distributed as best Lo. subserve the common good and
that the operation of the economic system does not result
in the concentration of wealth and means of consumption
to the common detriment), the Central Government feel
that very high incomes are not in accordance with the
spirit of those principles. . There is also at present a
great disparity between the remunerations drawn by
managerial personnel in the private sector and those
drawn by their counterparts in the public sector. It

is also felt that.a reasonable limitation on the level
of remuneration of managerial personnel is expected also
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to have a salutary effect on the .salaries paid to the
executives employed by companies which are beyond the
regulatory provisions of the Companies Act. Keeping

in view these things, the Central Govermment announced the
following revised guidelines for dealing with the question
of managerial remuneration:e

i) The maximum remuneration, within the statutory
limits laid down by the Act, payable to managing
whole~time or partetime paid director/manager in
a public limited company has been fixed as under

a) There will be a ceiling of Rs,90, y000/-per
annum i.e. Rs,7500/wper month on salary inc-
luding dearness allowance and all other fixed
allowances,

b) 4 commission on net profits upto 1% of the
‘net profit may be-aliowed in addition to the
salary as an incentive for efficient and
sound management, but this should be subject
£to a maximum ceiling of §0% of -the approved
salary l.e an absolute celling of Rs.45,000/~
per annuml

£) Where a company proposes to pay remuneration ir
the form of commissicn on net profits alone,
this shall be subject to a maximum- admlnlstrative
limit of Rs.1l.38 lacs per annum.

d) "At present there is no overall ceiling for the
value of perquisites apart from limits-on
certain individual items like housing or medical
benefits, In future, perquisites to be allo=-
wed in addition to salary and/or commission
will be restricted to an overall limit of-
one~-third cof the salary/ emoluments or Rs.30,0uy/-
per annum (Rs,2500/-per month). whichever
is less. Rs.30,000/-per annum only will thus
be admissible to those having salary/emolu-
ments of Rs.90,000/« per annum or above.
within this overall 1limit a company will be
free to choose whatever perquisites it wants to
allow. But this ceiling of one-third of
salary will not include the employer's
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contribution to provident/supzrannnation fund
to the extent these are not taxable under the
the Income-tax Act (the present position being
that provident fund contribution not exceeding
10% of the salary and superannuation fund cont-
ribution, does not exceed 25% of the salary are
not taxable). Similarly, the reimbursement of
medical expenses actually incurred subject to the
present celling of Rs,5,000/-per annum or one
month's salary, whichever is less, reasonable
Aintervals say, once a year, will be excluded from
the aforesaid ceiling on perquisites. Leave
salary ‘for leave admissible withinl/11 of duty
periods will also not be counted for this
pUrposes -

i{) The above ceilings will be followed as a rule
subject to excepbtiong in gome deserving cases
depending on the merits thereof, for examnle
where higher remunerations have already bdbeen
drawn in public limited companies or in the case
of expatriate directors in Indian Subsidiaries
of foreign companies or in Indian companies
having foreign collaboration arrangements pros
vided fhe appointment is justified and the
expatriate Director concerned has previously
been drawing higher emoluments.

These revised guidelines are important in view of the
fact that the systems of managing agents and secretaries
and treasurers have been abolished from #4pril 1970 and
now the entire burden of corporate management. falls on
the Board of Directors or managing/whole-time directors
and managers.

These guidelines have been criticised by the repre-
sentatives of business house, Chambers of Commerce etc,
on various grounds. The scaling down of managerial
remuneration, it is felt, is not in the larger interests
or the country; it might have serious repurcussions on
the development of a top managerial cadre and might also
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undernine the uraze towerds better «nd efficient m.n gt~
ment. which in turn may rete rd efficiency <nd productivity
wiaich 1s ebsolutely essenticl for <theining the tcke=off
ste se for ¢ develonin_: econowmy. These HdJlHLStTLu*Ve
ceilin ,s would preclude ¢ coipeny froa peying to nanazing
whole~time director or mane ;er accordinc to his worth ~nd
usefulness to %he company. Lirge business enter prlses
recuire hishly qualified, experienced cnd intelligent top
monegericl versonuel ¢nd if the soliries ncid to fhem Jre
not commensurate with quclifications, experience and
exverblse, it might become difficult to infuse new blood in
the top manz ement codre and professionclise companv

mana enent. In the context of the Drevulliﬂ; hizh rates
of personcl wncomeutcx, the imposition of on odainistreti-e
ceiling does not appear to be ttfall necessary; it will
only affect the mer rzinal incentiye to work and invok
innowvcte on the top’man.eriel personnel.

It might be ~rgied that the revised zuidelines rejc¢rding
cdministrative ceilin,s are in furtherﬂnce of the socio~
geconomic objectives of the stete palicy like reduction
in dispsrities in income ond wealth, e¢hecking concentration
of economic¢ power etc. Those objectives cen better be
cchieved by broadening the opportunitics for inerecsed
incomes at lower lewels throush various 1ncent1ves wo suall
self-enploved Dersons end reducins inequities by further
incressing the exemption limit of income t.x for indivi-
du<ls end providing low interest, conitel funds @nd other
incentives for improwing their nroductivitv, efficiency
end profitebility rother then fixin« edministr.tive ceilins
on top menagerial remunsrction which, in f-ct, chcanelise
indivaidusl initietive cnd ability. wlth the rising
price levels hecatse of th: stresses and stri.ns of
develodment, the velue of rupec is fagt eroding in our
countryv. The ceiling on monec:ericl remuncration hes  lowered
the meximum cdmissible to man.gerial personnel at ¢ very
steep rate.

In yicw of the express prowisions m.de by'the
Perliament, the le:al validity of <dninistrtive’ceilin s
is doubcful. In f2ct these sdministritiye ceilin,s h#vye
nullified the express nrovisions of Companies Act waich
permit remuneretion to manc<ing/whcle-time directors or
menc cers up o 5% of the net nrofit for one such man< lerial
personnel and upto 10% for more than one men gerial
person.iel in 2 companv., Whether the Central Gowernment
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cen oer ride the statutory ceilings and fix eny cdminise
trgtive'ceilin"s, is & bigh question. A detailed studv of
the prov1s1ons of Compenies Act 1956 reg.rding acuegericl
remunerction will rewesl that there does not seem to ba
any residucry or oth.r nower laft to be exercised by the
Centrsl Gowernment or the Compenv Law Boord which could
gaable them to fix < ceiling on thé remunerction which is
lower than the limits exoresslv set out in the Act. The
crgument thet the Central Government or hsz Compiny Lew
Boerd' cre authorised under Section 6378 to impose ad+inis-
trotive ceilings on reaunsrition ot the time of opprovine
the appointment or or re-dppointaent is onen Lo guestion.
Seetion 260 which requires Govermsent enprov:il for appoint-
ment or re~eppointment of menczing or whole-time directors,
does not mention the word 'remuner tion' at 2l1l and S“Chlon
3090 which dedls with remunsration of directors =1lso does
not reguire any cuprowal of the Cenu“al Gowernmnent except
when such remunerction axceeds 5% of the net profit for one
ménaging or whole=-time dlvecuor and if taere is more than
one such director, 10% for ell of them together. -Of course,
remunzrétion for services which ere of profe551onal nature
reguires approyal if in the opinion of the Central Government,
the dir:ctor concerned possesses the requisite quallflccalons
for the prattice of the profeusion. Section 310 no doubt
reguires Government scnction for incr.sse in remuneration of
any dirsctor including ¢ mancsing or whole~time director.
Similarly, Section 311 recuires Government approval for
inerecse in remuneretion to mencging or whole-time directors
on re-appointment of Hthz same man or appointment of sone
one else. Thus, nowhere in the Coupanies Act the Centrol
Goverament hés power’ to reqguldte mancrerlal remuneration
through administretive r"Uldellm:s at the time of * annoint-
nent or re—89001ntqent of me n:oing/whole~time directors
gxcept where it is & c:cse of .increcse in remunerction of
such director. Thae Centrol Gowernment hos powar to sein=
ction ¢n increcse in minimum remuncrdtion under Section
198 but it hrs no «uthority to decreise it.

To strengthen the above <¢rzument regerding illézality
of the Central Gowarnment power to fix administrotive
ceilinss on remun:r.tion it would be nertinent to refar here
to the concept of "Subordinate Legisl<tion". Legislature
does not hove enouzh time to deliberote upon, discuss <nd
approve regulltory medsures ¢nd the léw meking ics now
become & compliceted <nd technicel m.tter- thas Porliem.nt
quite often lays down brocd principlss of snv ligisletion
on hand, le:ing it to the Executlve to fr.me, in
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conformity with those princivles, foriiel ¢nd »proccedurcl
details of thet mecsure. In cise of m noserial remunerd-
tion, the deteilod suidelines hawe been lcid down by the
Parliement cnd the nrovisions in the Compenies Aot _are
very specific in this reserd, s such the Executive
(i.e. the Centrel Gowernment or the:Compeny Lo Bo. rd
hes no power to meke them inceffective by nrescribing
lceilings within ceilings.?

It is enother thing thit Government 2 s besn prcs-
cribing cdministrative ceilin-s for & foirly lons time,
but it cannot be scid thit this practice hes bezn in
conformity with the express provwisions of the Gompiny Lew
and intensions of the L.gisl.ture. Since nd one hes
challenged the comopctency of the Central Gowerament in
this regord in @ court of low, an imoression is crected
that Centrel Government hds besn doing it in a perfectlv
lezal manner. One fails to understend wiy the Conpanies
ond thedir mencgerial perso.mel seek the avnroval of the
Central Gowirnment in’such metter. In fect, s pointed
out e«rlier, no anprowal of the Centrcl Government is re-
quired for payment of menaczeriel remunerction unlegs it
"purports to incre<se or has the effect of inerecsing,
whether dir.ctly or indirectly'; the reminexction of
dir.ctors 7nd other mencserial personnel.



