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- An Aot further to amend the Ipdxa,n Compames ‘Act, 1913

' [14¢h September 1951},
'E it ena,cted by Paﬂmma-t as follows:— 3
1. shorl title~This Act ma.) be called the Indlan Compames (Amend«
nent) Act, 1951

= 2. Insertion of new section 86.7 in Act VII of 1913.—After sectum 86L
it the Indian Companies Act, 1918%(hereinafter referred to as the prmclpaﬁ;
Lct), the following section shall be inserted, namely:—

86, Restrictions on appointment, reappointment and number )
“directors, their remuneration, etc.—(1) Notwithstanding anything to the .

contrary contained in any other provision of thig Act or in the articles
of, or any agreement with, any company,— :

{a) anJ amepdment in the a@h(neb or sny variation in the
agre 1ae1f— 5

(1) which relates to the ‘appointment of a managing
director or the appointment or electlon of & dlreator not l1ab1c3
" to refire by rotation, or :

(#i) which purports to increhse or has the effect. of:
‘ incressing, whether directly or mhrectly, the remuneragion
: of a managing director or any other -director, or

(b) any increase in the number of dnectors p10v1ded for m‘

. the articles, except where the increase ‘is “within the maximum. -

limits permissible under the articles as in f@rce on the 2lst day
of July, 1951, or

: (¢) the appointment of a managing dlrectox‘\for fhe first time

. after the 21t day of July, 1951, or the reappointment after the
gaid date of a managing director holding office &s such on tha¥
date or thereafter, if the terms of such reappombﬁaent purport fo
incresse or have the effect of increéasing, whether directly or

- mdn‘ectly, the remuneration that the managing °d1rector was
receiving immediately before such reappointment, %

shall be void unless approved by the Central Governmenb

(%) Where a comp[amt is made to the Central Government by the

. managing agent, managing director or any other director- of, & com.
- -pany that as a result of & change in the ownership of the shares held
in the company & change in the board of directors is: likely to take

. place which, if allowed, would affect prejudicially the affairs of the
" company, the Central Government may, if, after such inquiry as i
" thinks fit to make it is satisfied that it is just and proper so to do,
. by order direct that no resolution passed or action taken to effect o
ehange in the board of directors after the date of the complaing shall
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have _effect unless .confirmed by the Central’ Government, and any
such order shall have effect not,w1thstandmg anythmg to the contrary

containéd in apy. other provmon of this Act or in the artlcles of the
company. -
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(3) Nothing . contamed in this sectlon ghall apply to a pmvate'
company unléss it is a subsidiary company of a public company.

" 8. Insertion of new section 87TAA in Act “VII of 1913.—After section -
“87A of the principal Act, the following sectlon shall be inserted, namely'—-—

“87AA. Restrictions on eatension of term of office. of managing
agents-—In the case of a company mgnaged by a managmg sgent,
any amendment in the articles of, orfany variation in any agreement

_ with, the company which purports fo extend, or has the effect of
extendmg the term of office of & managing agent holding office’ a8
guch on the 21st day of. July, 1951, shall, notw1thstand1ng anything
to the contrary contained in any other provision of this Act or iIn the

articles or agreement, be void unless approved by the Central Govern-
ment

" Provided that nothing eontamed in this section shall apply to )

'prlvato company unless it is a subsldlary oompany of g public com-
pany.

- 4. Amendment of section 87EB, Act VII of 1913.— After the provigso te

lause (¢) of section 8713 of the pmaclpal Act, the followmg further proviso
-shall be inserted, namely:—

‘‘Provided further that xq the case of a pubhc company managed
by & managing agent, a transfer of his office by the. mdnanmg -agent

shail be void unless the approval of the Central Governmeni is slso
obtained, i

1
6. Inserhon of new Sectmn sTBB In Act VII of 1913.—After -section
B7B of the principal Act, the foflowmg section ghall be inserted, namely: —

“87BB. Restrictions of change in the constitution of a managing
_agent -—(1) Notwmhstandlqg anything contained in any other provision
of this Act, in the case 02 & public company msnaged by a managing

- agent which is 8 firm or § company, no change in the constitution of
‘the managing agent shall. have effect unless approved by the Central
Government, and every guch firm or company shall cease to be entitled
to act as such’ managing agent - from the date of such change untl]
the approval of the Central Government is obtained.

Ezplanation 1 -——Sﬁb]ecﬁ to the exceptlons contamed in Bmpuana»-
tion II, a change in the constitution of a managing sgent takeg plaoe
B any of the followmg circumstances, namely:—

{a) where the managing agent is a firm, by a change mmong
the ‘partuers of the firm, whether caused by the retirement or
replacement of jany of the partners. or by the introduction of e
new. partner, as the case may be, ,

() where. ‘the managing agent is a comapany, by a cha,nge

- smong the bqard of directors, or managers thereof, whethe:
caused by {he retirement or replacement of. any director ot
manager or bv‘the introduction of & new director or mensger, &

the.case may be, or by a change in the registered owrershxp 0
shares in the company,
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Z“q) ‘where the managmg agent. is- a private company, by hhe-
convergion thereof into a publie company.. ; :

E(cplana jon, 1I.—No change in the eonstxtutlon of 8 managmg

. agent ghall b, deemed to ha,ve taken “place in ﬂ.ny of the followmg
cucumstances namely _— :

(a) Whefa the managmg agent ig a firm, by a chanoe AINIONY

the partners éuﬁ the firm caused by the death or Letu'ement by‘
.. offlux of time oﬁ 2 partner

-~ (b) where thé managing agent is a company, by a change
among the board of, directors or managers caused by the death or
retirement by effluxiof time of any ot them, or a change caused:
by the death of anyx shaleholder of the managmc agency eom-
pany.

(2) Notwmhstandlng a,nythmg contained in sub-section (1), wher&
the change in the constitution “of the managing agent, whigh is"a publie
company .the shares whereof arg for the time being dealt in or quoted
‘on the principal -stock exohanges of ‘India, is due to a change in the
registered ownership of the bh&lé& held tueleln nothing contained jn

> that sub-section shall apply to thé managing aoent unless the Cenfral
‘Government, by notification in the~ Official -Gazette, otherwise direets,
and any such notification may provﬁde that with, effect from- such daks:
as may be specified therein every.sueh managing agent shall cease to

“beentitled to act as such until the: agproval of the (,entm Govern.
ment is obtained to the change

Provided that no such notification éhall be 1ssued unless the Cen-
tral Government is of opinion that the change is of such a nature tha3
it has affected or is likely to affect pre;udlgla,lly the affairg of the com ;
pany which is belng managed by the managmg agent.”

6. Insertion of new Section 87CC in Act VI of 1913.—After sectiom -
7C of the principal Act, the following seetion shall be inserted, ‘ngmelyiea

“87CC. Restrictions on amendment of aréwles or agreement reolat-

ing to appointment or remuneration of managing agents, etc.—(1) Nok-

, W1thstandmg anything® to the contrary containgd in any -other - prow
- gion of this Act or in the articles of, or agxeement with, any company,—

. {a) the. appomtment of a a'laglug agent for the company for
the first time after the 21st day of July, 1951} and

- (b) in the case of a compeny managed by &managmg agent, =

(1) any smendment in the articles of, or any veriation im
any agreement with, the company- whlch relates to the -
appointment of the managmg agent or which purports to im-
crease or has the effect of increasing, whethgr directly or ‘im..
directly, the remuneration of the managing agent ma.nagmg
director or any other director, or 4 '

(i) the reappointment sfter the 21st day Qf July, 1861,
‘of a managing agent holding office as such on that date or the
a.ppomtment of a new managing agent in place Qf the manag-
ing-agent holding office as- such on that date or thereafter,
shall be void unless approved by the Central Governrixent
(@) Nothmg contained in"this section shall apply to a ervate COME:-
" pany unless it is a subsidiary company of a publie company;. 4
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7. Insertion of new sgct.lons 1530 and 153D in Act VII of 1913,—In
Bart IV of the principal Act; before section 154, the followmg heading sand.

aections shall be inserted, name]y —

s Alternative remedy to wmdmg up ‘in cases of mzsmanagement 01
' * oppression.

1530 Power of court to act when company acts in a pm;udwzal
mannetr or oppresses any part of its members. (1) Without prejudice
‘fo any other action that may be taken, whether in pursuance of this
Act or any other law for.the time belng in /force, any member -of &

company  who complains that the affalrs of the .company are being
conducted— -

(a) in & manner prejudicial fo the mtele%s of the company, or

(b) in & manner oppresswe to some part of the members (m
eluding himself), » ;

‘may make an apphcatmn to the courﬁ for an order un(Ter this section.

., (%) An application under sub- secmon (1) may also be made by the

Central Government if it is sat1sﬁed that the aﬁalrs of the company
-are being conducted as aforesaid.

(3) No apphcatlon under sub section (I) shall be made by any
gnember, unless—

(a) in the case of a company havmg a share capltal the mam-
ber complaining-— ;

(7)) has obtained fhe consent in writing of not less than
one hundred in number of the mémbery of the company or.

not less than one- tenth in number of the members, whichever '
is less, or : :

(i) holds not Iess than one-tenth of the issued share capi-

tal of the company upon which all calls and other jums due -
‘have been paid; and

(b) in the case of’a company not having a share capital, the
member complaining : has obtained = the congent in writing
of not less than . onefifth  in number of the members,

and where there are seversl persons having the same interest in any
such application and the;condition specrﬁed in clause (a) or clause (b)
of this sub-section is safisfied with reference o one or more of -such
persons, any one or more of. them may, Wlth the permission of the
court, make the application on behalf of, or for the benefit. of, all
persons so interested, dnd the provisions of rule 8 of Order I of the
TFirst Schedule to the Code of Civil Procedure, 1908 (Act V of 1908),

shall apply to any such application as it dpphes to any suit within the
mmeaning of that Tule. ;

(4) If on any suoh application the court is_ of opinion—

{a) that the company 's affairs” are being conducted as ufores
gaid, and .
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' (b) that'§o wind up the company would unfalrly and materlallg
prejudice’ thelinterests of the company or any part of ity members,
but otherwise he facts would justify the msking of a.winding-up

order on the. gr‘ound that it is just and equ1tab1e that the com.
pany should be swound up,

bhe court may, with e view to bringing to an. end the matters com-
plained .of, make such erde1 in relation thereto as it thinks fit,

_ (5) Without pre]udlce to the generality of the powers vested
" eourt under sub-section (4) -any order made under-
- may provide for— .

in" a
that sub-section

(a) the regulation of\the conduct of ‘the eompany 8 aﬁ'alrs n-
‘future;

-

(b) the purchase of the ares or interests of aﬁy members of
- the company by other mem&ars thereof or by the company; -

(c) in the case of & purehaSe of shares or interests by the com-
pany being a company havmg 4 share capital, for the reduction
accordingly of the company’s eapltal or otherw1se

\

{(d) the termination of any agﬁeement howsoever. arrived at, = -
between the company and its manager, maneglng agant mansg-
sing director or-any of its other d1ree¥ors

(¢) the termination or revigion ef any agreement entered
‘into between the company and any person other than any of the
*-persons referred te in. clause (d), provided that no such agreemeny
‘shall be terminated or revised except after due notice to the party
- concerned and, in the case of the revisior of any such agreement,
* affer obtaining the consent of the party concerned thereto;

(f) the setting aside of any transfer, &ehvery of goods, pay

. ment, execution or other act relating to property made or dona
by or against the company within three moyths before the date
of the application under sub-section (1), Wh;eh would, if made or

- done by or against an individual, be deemed in his insolvency to
- be a fraudulent preference , 5

5
{6) Where an order under this section makes any alteration | in,
or addltlon to, the memorandum or articles of any ‘company, then,
notw1bhstandmg anything contained in any other provxslon of this Aet,
but subject to the provisions of the order, the comna‘gly concerned -
shall not have power without the leave of the court bo‘ make - any -
further alteration in, or addition to, the memorandum articles in-
consistent ‘with the provisions of the or’der, but subject tociv e foregoing
provisions- of this sub-section the alterations or additions made by the
order shall have the same effect as if duly made by a resolition of the
eompany, and the provisions of this Act shall apply to the wmemo.
randum or arbicles as so altelec. or added to accordingly. :
' (7) A certified cppy of every order under this section altermg or
adding to, or giving leave to alter or add %o, the memorahdum or
artmles of any company shall, within -fifteen da s after the!msking
thereof, be delivered by the company to the registrar for reglstra.tmn,
and 1f a company makes default in complying w1th the provlswns of

IS
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is in default shall be pumshable with fine. whlch may extend to- five
thousand rupees. - :

*(8) It shall be lawful for the court upon the gppncatlon of any
‘petitioner or of any respondent to a petltlon under/this section ang -
upon such terms as to the court appears just and eqmtable to make
any such interim order as it thinks fit for regulating the conduct of
the affairs of the gompany pending the 'na,kmg of a ﬁnai order in
relabion to the apphcamon

(9 Where any manager, managing agent managmﬂ diractor * or
any other director or any other-person who has/not been impieaded as.
8 respondent to any application under’ this se.,tlon applies- to be made -
8 party thereto, the court shall, if it is sabisfied that his presence before
the court is neeessary in order  to enable the court effectually and -
completely to adjudicate upon and settle all the questions involved
in the application, direet that the name of any suth person be added
o the apphcatlon 4 .

{10y In auv case in whlch the court malxes -an order 'ﬁermmatmg
any agreement ‘between the companv and/its manager, managmg ageht
" or managing director or any of its other: c'hrectors, as the case may be,
the eourt may, if it appears to it that the manager, managing agent
managing director or other directcr, as the case ‘may be, has mis-
apphed or retained or become liable or accountable for any money or
property of the company or has been /guilty of any misfeasance or
breach of trust in relation to the company, -compel him to repay or
restore the money or property or any part thereof respectively with -
“interest at such rate as the court thinks just, or to contribute such
sums to the assels of the company by way of compensation in respect
of the misapplication, retainer, mlsfeasance or breach of trust ¢g the
court thinks just, and the provisions of sections 285 and 236 of this Ac§
ghall apply as they apply to a company in the course of being wound
_up. o C :
Explanation.—For the purposes of this section, any material
change after the 21st day of J aly, 1951, in the control of & corapany,
or in the case of & company haying a manaomg agent in the com.
position of the managing aﬂent whiclh is a firm or in the
_control of the managing / agent which 18 a company, may
be deemed by the court to be a fact which would justify thé making
of & winding-up order on the ground-that it ‘would be-just and equit .
&ble that the company should be wound up:

"Provided that the court is satisfied that by reascn of the change :
the interests of the company or any parf of its members are or are likely -
to be unfairly and materially prejudiced.

158D. Effect of termination of managing agency agreement, etc,—
(1) Where by virtue of an’order made under sub-section () of section
153C an ameement between & company and its’ manager, managma
‘ agent, managmg diréctor or other director, as the case may be,”
* terminated or any othier agreement is terminated or revised,—

(a) the’ order shall not give rise to any claim on the part of
the manager, nanaging agent, managing director or other director,
a8 the case may be, for damages or for compensatlon for loss of

[AGT LIZ’ e

'thls sub sectlon the company “and every officer-of the,» company ‘who
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. oﬂme @r othermse .whether the clalm is made in '>ursuance of the
agreement or otherw1se

- (&) ﬁbe order shall not give rise to any claim on the part ot
any ofher, .person -for damages or for compensation for the termi-
natxon or rev1s10n of any other agresment, and

(c) no manager managing agent, managmg director or other
director or ahy associate of such managing agent shall, withouf
the leave of the court, be appointed or reappomted or be entitled

" to act as the minager managing agent, managing director or direg.

“tor of the compargy for a period of five years from the date of tha
order. \

(2) If any person ‘acts as the managing &gent or manager of ]
~eompany in contravention of the provisions of this section, such person,
- and in the case of a company each of its directors, shall be punishable-
with imprisonment for a term which may extend to one year, or with

. fine which may extend to ﬁve thousand rupees, or with hoth,

3 No court shall grant leave under this section: unless notice of
the apnhcatlon ‘has been serv%d on the Central Government snd the

* Centrai Government has been' aglveg an cpportunity of being heard ilj
the matter, \

Emplanazion —In this secﬁ*@n, the. expression ‘associate of &
: managmo ageht’ means— v

L

{a) any firm of which the manacmg agent is a partner;

(b) any partner of the managmg “agent;

. (¢) sny private company in ¥ hich the managmg agent or any -
partner of the. managing agent oy any officer of the managing.
agent is & member," director, ma,nagmg agent or manager;

(d) in the case of a managing agent which is & compsny, any
aubsullary company of the manacrlhg agent and gny - diréctor,
managing agent or manager of the mianaging agent or any subsia-
diary company of the m&naglng agent‘

\ (e) where the manaﬂmg agent is’ a pnva’oe company, a.ny
dlrector or any member thereof; 3 o

(/) any company of which the manacrmcr ‘agent, whether alone
or togethen with any partner of the manabmg agent, and where
the managlng agent is a.company, any dugactor of the managing
agent, is entitled to exercise, or control the exercise of one-quarter
or more of the voting power at any general meetlng

&. Imsertion of mew section 289B in Act VII of 1913. —-After “section
289A of the principal Act, the following section shall be anserted namely :»=

““989B., Power of Central Govemmﬁnt to appoknt advisory coms=
misgion ang to make rules in respect of certain matiers.— (1) Tor the
purpose of adv1sma it in relation to any matter arising out of section

86J, section 87AA, clause (¢) of section 8713, section 87B1B .or. section

; 9700 the Central Government may constitute s commission consisting

of not moye than three persons with suitable quahﬁcatlons and appoin
one of them to be the chairman thereof.
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{2 It shall be the duty of the commission " to mg{ur.e into. and

* advise the Central Government on all a,pphcamons for approval made

to the Central Govermment under any-of the sec‘oloms referred to in

sub-section (1) and on all other matters which may bg referred fo it by
the Central Government under any of the said secﬁlons

(3) Every apphcatlon for approval made to the Central Govern-.
ment under any of the sections referred to in sub section (1) shalj be
in such form as may be prescribed.

(4) Before any &pphcatlon “for approval is made to the’ Cenbral
Government, there shall be issued by or on beb,a,lf of the company a
general notice to the members indicating the wature of the approval.
gought, and such notice shall be published once/in the principal Indian
language of the Btate in which the registered ofﬁce of the company is
situate in a newspaper circulating in that State; and once in-English in
& newspaper similarly circulating, and copies;/ “of the publication duly

certified by the company shall be uttaehed bo the application for
approval

Provided that nothmg in this sub- sec’mo:u ‘shall apply to a private
company which is not the managing agent of a public company.

(6) For the purpose- of making any mqulry under this section the
cornmission may—— .

(a) reqmre the pmducmon before it of - any books or other
documents in the possession, eustody or control. of the company
relating to any matter under mqulry, :

_(b) call for uny further information or explanatlon if the com-
misgion is of opinion that such ‘information or explanation’ ie’
~necessary in order that the hooks or ‘other documents produced

before it may afford full partwulare of the matter to which they
purport to relate;

(¢) with such assistants as’ ‘it thinks necessary, inspect any
bouks-or other documents o produeed and make copies thereof or
take extracts therefrom;

{(d) require any manager, managlng agent, managing director
or sny other director or other officer of the company or any share-
holder or any other person. who, in the opinion of the ecommission,

" 18 likely to furnish information with respect o the affairs of the
company relating to any mafter under inquiry, to appear before i,
'and examine such person on oath or require him to furnigsh suob
information as may be required -and administer an oath aegord-

ingly to the person {for the purpose.

(6) 1f any person refuses or neglects to produce any book or other

document in his possession or; ‘custody which he is required to produce - |

under this seetion or to answer amy question put to him relating to any
- matter under inquiry, he shall be punishable with imprisonment for &
term which may extend to two years and shall also be liable to fine.

(?) No suit or other legal proceeding shall lie' against the Cenfral
Government, the commission or any member of the commission in
respect of anything which /s in good faith done.or intended to be domne
in pursuance of this section or the sections.referred to,in sub-section
(1) or of any rules or orders made thereunder.’:
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. :
. 9. Repeal of Ordinance TIT of 1951, —(1) The Indign’ Companies (Amend
uuent) Ordinance, 1951 (III of 1951) is hereby repeﬁied o

€3] \Tothwmhstandmg such repeal, anythmgxdone or any action taken in
the exercise of any power conferred by or whder the said Ordinancg shall
be deemed to have been done or taken jx’ “the exercise of the powers
conferred by or under this Act, as if ‘ghlS Act were in force on the day on
Whl(‘h such thing was done or ac’mori was taken,
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