
All Act further to a&nd the Indiyl Companies 'Abt, 1913 ' . 

. [14th September.,  19514 
E i t  enacted by ~ar1iamor.it.a~ follows: - 
1. Short title.-This Act m& be called* the Indian Cmnpaaes (rimend- 
nt) Act, 1951. 
2. ~nsbrtion of new section 8 i i .  in Act VII of 1913.-After section 86L 

the Indian Companies Act, 1913~':(hereinafter rcferred to as the principeg. 
t); $he following section shall be ipserted, neme1y:- 

''865. Restrictions on  cqppointTzent, reappointment  and numbel .  oA 
directors, their remuneration,  etc.-(1) Notwithstanding anything to the 
contrary hontained in any other proyision of this Act or in the articles- 
of, or any agreement with, any company,- 

eudmeni *in h e  i?tio:es or edg variation in 'the 

(i)-which relates to $he 'gppointment of a managing 
direct,or or tho appointment or erection of a director not liahl~. 
to retire by rotat: 1011, or 

. (ii) which purports to incraise or has the effeof . &. 
i:icren~ing, whether directly or inilQect-ly, the remunera~joas 
of a managing director or any other'$irector, or 
(b )  any increase ic the number of dxectors for in 

the articles, except where the increase . i $ ' ~ i t h i n  the maximum. 
limits pc?rmissible under t h e  articles as in f6rce on the. 21st day 
of July, 1951, or 

( c )  the appointment of a managing direct&\£o* the first time. 
. after, the 21st day of July, 1951, or the reappointment after ths 

said date of a managing director holding office such, on thafi 
date or thereafter, if the terms of such reappointeent purpo* $0 

' increase or have ths effecl of increasing, whetbe? directly 
indirectly, 'the remunera.tion that the managing %irector was 
receiving immediately before such reappointment, \;,, 

shall be void unless approved by t h  Central ~overnrneih, 
(2) Where a cornplaict is made to the Central ~ o v e r n m i ~ t  by the 

managing agent, managing director or any other dira~tor of;; 9 coin.. , 

that as a result of a change in the owcership of the shares held 
s eompsq  s change in the board of directors is: like'lg t,o take 
prhich, if allowcd, would affect prejudicially the affairs M the 

Government may, if, after such inquiry 5s iti 
t is satisfied that i t  is just and proper so ta  do, 
no resolution passed or action taken to effect a 

d of d,ire'ctors a fb r  the date of the complaint shaJ.8 . . 

Price annas 2 or B. ' .  
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have .effect unlesa confirmed by the central/ Government, add any 
- such order shall have effect notwithstanding ;anything .to the contrary 

contained in shy other provision of this Ace-or in the articles of the 
company. ' ! 

(3) Kothing contained in this 6ectiorj"  hall apply $0 a priv&&l 
ooplpany unletis i t  is a subsidiary company of a public company," 

8. Insertion .of new section .87AA in A& ,'VII of 1913.-After sectiioq 
-87A of the principal Act, the following secti0.n shall be inserted, namely: --: 

. . 

" 8 7 ~ ~ .  Restrictions on eztsnsi,on ,)of temz of office, of managing 
3gents.-ln the ca.se of a company managed by a managing &gent, 
Etny anlendmelit in t,ho srticles of, or)'ang variation in any agreement, 
with, the coqpany which purports $0 exi,end, or has tko effect of 
extending, the term of office of s ;ba.naging agent holding office. pa 
such on the 21st day of July, 195$ shall, notwithstanding,anyfhlng 
bo the contrary contailled in any other provision of this Act or in the 

or agreeinent, be void unl$s approved by the Central U-ovefl- 
ment : 

'1 

Provided that nothing contained in this section shall apply $0 a 
.private4 company unless it  is a subsidiary company of @'public com- 
pany." 

4. Amendment of section 87B, Act VII bf 1913.---kfter t h e  proviso to 
, :~llause (c) of section 8713 of the pridcipcal Act, the following further proviso 

.-+hall be inserted, namely:- < .  . . 

"Provided further that i; the case of a public compapy managed 
by a managing agent, ,a traqkfer of his office by .the, managing -agent 
shail be void u111e~a the ap~koval of the Central. Government is dao 
obtained. ' 2  i *  

5.~1nsertion si n;ew 'section 87BB in Act VFE sf 1913.-After -seOtioa 
.87B of the principal Act, the foflowing section. shall be inserted, nemaly:-..1 

"8i'BB. Rest~ictions o h  clzange in the konstitution of a man&ing 
agent.-(1) anything contained in any other provisim 

public cofiipany manage3 by a managing 
no change in the c'onstitution of 

t h e  managing agent sha,k have effect unless approved by the Central 
Qovernn~ent, and 'every EI ch firm or compa.ng sh:~ll wase to be entitled 
io act as ~ u c h . m a n a . ~ i &  agent - from the date of euch chanke un@ . the approval' of the Cen'tral Government, is obtained. 

- t .  
Explattution 1.-Spbject to the exceptions contained ih Ecplana- 

bion 11, e. chmgtj in t.be constitution of a managing g e n t  t ~ k e e  plaoe 
,In m y  of the followink drcumstancea, namely:-- 

(a) where tl$k mana.ging agent is a firm, by a change. among 
the -pmtuyrs of; the firm, whether caused by the retirement or 

, , replacement ofjany of the partners or by the introduction of r 
new partner! as the case may be, 

(b)  where ;the .mana.ging agent is a cornpacy, bg a cha,ngc 
amogg the brjard of directors, or managers t,hereof, whethe) 
caused by tk& retirement or replacement of. any director or 
manager or $ySthe introduction of a new director or mana.ger, m 
the,case m+y be, or by s change in the regidwed ow~ership o; 
shares in t@e company, 
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%b where the managing agent. is a private aompany, by &@ 

R ccnvsfqion thereof into a public company. ,,- p 
$ ~ & l a n a  k 'on II.-No change in the constitution of a mannging 
2 tagent shall be~~deemed to have taken place iu any of the fullowbq 
k- cii-c~mstances, ~ a m e l y  :- 

i 
C 
{. 

(a) aher$ the managing agent is a firm, by a change among 
the partners ht the fimi caused by the death or ret i r~ment by 
efflux of time ofja partner, * F ', 

(b) where th'p, ma,naging agent is n company, by a change 
$ among the board d'f; directors or managers caused by the death or 
:r retiremect by efflux%>of time of any of them, or a change caused, 

by the death of s.nyLvshareholder of the managing agency corn-. 
psny. i 

t 
(2)  Notwithstanding anytthir*g contained in sub-sectioiz ( I ) ,  where 

the change in the constitution'lrf the managing agent, which is a p u b b  
ctompany the shares whereof are, for the time being dealt in or quoted 
on the principal stock exchange& of India, is due to a change in the 
registered ownership of the sharB~ held therein, nothing contained Irs 
hhat sub-section shall apply to the, managing agent unlesa the Ccnhal 
Governmeni, by notification in the\,Ofticial Gazettz, otherwlvo directs, 
and any such notification may prov"e that with effect frxn such dass. 
as may be specified therein every such managing agent shall cease $o 
be entitlsd to act as such until the approval of the Central O-overn- 
ment is obtained to the change: 

i * 
Provided that no such notification &hall be issued unless the Oen- 

hral Government is of opinion that the chahge is of such a zaature the3 
i t  has affected or is likely to affect prejudiqally the affairs Of the 'corn- 
pany which is being managed by the manqing agent." 

6. Insertion of new section 870C in Act 'iTZi$ Of 1913..-After section. 
0 of the principal Act, the following section shall be inserted, namely:-+ 

"87CC. Restrictions on amendment of art;icles or agreement relet- 
ing to appoilztrneni or remurzeration of managihg agents, &.-(I) No&- 
withstanding anything' to the contrary contain@ in any other provi- 
sion of this Act or in the articles of, or agreemenk,with, any company,- 

(a)  the appointrnant of a managing agen't for the company fop 
bhe first time after the 21st day of July, 1951r and 

(b)' in the case of a company managed by 4 managing agcn$,-- 
(9 any amendment in the articles of, or any variation i . ~  

any agreement with, the company which relates to Bhs 
appointment of the managing agent or which purports ts in-- 
crease or has the effect of increasing, wheth'yr directly or in- 
directly, the remuneration of the managing $gent, managing 
director or any other director, 01 [, 

(ii) the reappointment after the 21st day \f .July, 1961; 
of a managing agent holding office as such on tlipt date or the 
appointment of a new managing agent in place i f  the manrsg. 
ing* agent holding office RS S U C ~  on that date or thereafter, 

shall be void unless approved by the Central GoverntJsent. 
(2) Nothing contained insthis section shall apply to a hrivate corn- 

paqy unless it is a subsidiary company of a public cornpan&': 
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! T.  Insertion 09 new spcticins 1590 &nand 153D in Act WI of lL9%3,-ln 
[ Rapt I V  of the principal Act, before section 154, the following heading end 
p aacttions shall be inserted, namely r - , I 
h F 1 "Alternative remedy  t o  winding u p   in cases o f  rni?rnanagement 57 

P ,  g - oppression. 
54. 
g. .. 153C. Pow'er of court t o  act .when company  acts in a' prejudicial 
h i ,  

' 

manner' or oppresses any  part of its members.-(1) Without prejudice 
. . . 
t?j -80 any other action that may be taken, 'whefher in pursuanceof this 
b..? g Act o r  any ofher law f o r  the time being iniforce, any member -of (i 
g,., 
'r*)~ 

compaay who complains that the affairs of the ,company are being 
@?n.ducted- b: * 

:-> .r.. 
, .  ; 

&, 
r (a) in a man%er prejudicial to the interesfs of the campany, or 

(b)  in a manner oppressive to some part of the members (in. 
eluding himself), 

t I, may inake an application fo the court for an order under this seetion 
c. > &. 

$2 , (29 An application under suk-se,tion ( I )  may a.lso be made by the 
g '*, Si- 

G6ntral .Government if 'i* is satisfi9d that tho affairs cd the company . 
g.. ~7. .are being conducted as aforesaid. ' .  - 

i 
(3) No application under sub-section ( 1 )  shall be made by any 

$ member, 'unless- 
kx + 

1. ( a )  in the case of a company having a share capital, the mem- 
' ber complaining- k- 

p.,. . 
f: 

(9 has obtained the consent in writing of not lons than 
& 
;jir 

one hundred in numver of t h e  member? of the company or 
.., . 
B ;. not less ,than om-tenth in number of the members, ahichever & \  .. , ie less, or L 
$- 
f (ii) holds not I+s than one-tenth of the issued share oapi- 

tal of the company; upon which all calls and other ~mms due 
I. have been paid; z ~ l d  
G 

( b )  'in the..case ofia company not having a share capital, the 
member complaining ; has obtai6ed the, consent ~ I I  wr'iting 
of no6 less than , one-.a;fth in. number of the members, 

:and where there are sever,l pej*sons having tfie same interest in any 
such applicatio!l and .the-conciitiori specified in clause ( a )  or clause ( b )  
-of this. sub-section is satisfiecl with reference to one or more of -such 
persons, any olie or make of. them rna.y, with the permissioli of the 
court, make the ixpplicgtion on behalf of, or for the benefit of, alJ 
persons so interedecl, and the provisions of rule 8 of Order I of the 
First Schedule to the Code of Civil Procedure, 1908 (Act V of 1908), 
shall.apply to any sucl; application i1.s ,it upplies to any suit within the 
,meaning of that rule. ; 

(4) If on any such application the court is. of opinion- 

(a)'%hat the company's affairs, are being conducted as afore- 
%aid, and ' 
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( b )  that1@ wind up the company would unfairly and rnaterinllg 
prejudice theinterests of the company or any part of its members, 
but otherwisekbe facts would justify t h ~  making of a winding-up 
order on the g*und that it is just and equitable that the corn. 
pany should bet,waund up, 

the court may, with '4 view to bringing to an cnd the matters corn- 
plained of, make such arder in relation thereto &s it thinks fit, 

(5) Without pejudi& to the generality of the powers. vested in a 
oourt under sub-section (43 any order made under that sub-section 
may provide for- <, 

( a )  the regulation oftthe conduct of the company's affairs .In- 
future; 

(b) the purchase of thi\ hares or interests of any members 01 
the company by other mernqrs thereof or by the company; 

(c) in the case of a purchase of shares or interests by the corn. 
pany being a company having 4 share capital, for the reduction, 
accordingly of the company's capital or otherwise; 

'< 

( d )  the termination of any a&pment, howsoever arl"ived at, 
between the company and its manager, managing agent, manag. 

ling director or any of its other directprs; 

( e )  the .termination or revision o f  .any agreemant enter& 
into .between the company and any pexson other than any of the 

a persons referred to in clause ( d ) ,  prsvid4d that no such agreement 
shall be terminated or revised except a f4 r  due notice t"o the party, 
concerned and, in the case of the revisiod; of any such agreemed, 
after obtaining the consent of the party cdqcerned thereto; 

(f) the setting asidc of any transfer, helivery of goods, pay- 
ment, execution or other act relating to ph?perty made or done 
by or against the company within three mohths before the date 
of the application under sub-section (I), whicb would, if made or 
done by or against an individual, be deemed 'ip his insolvency k 
be a fraudulent preference. 6 

i . i 
'(G) '?Tilere an orde,r under this section makes an8 .alteration , in, 

o r  addition to ,  the ~nemorandum or articles sf any 'pompany, then,, 
notvithstanding anything contained in any oLher pproviqon of this Act, 
but subject to the provisio~s of the order, the cornp&ly co'ncerned 
shall not have power without the leave of the court t&\ make , any 
further alteration in, or addition to, the 
coniiisteut with the provisions oE the &der, but subject 
provisions. of this sub-sc;cl;ion the altwations or 
order sha,ll have the sa,mn eBeot as if duly 
company, and the provisions of this Act shall 
r ~ n d u m  or &rticles as so altered 'or add& to accordingly. 

, '\, 

(7) A oertified cppy of every orjler uuder this section slipring or 
adding to, or giving leave to alter or add to, the -lneniorahdum or 
articles of any company shall, within fifteen days after the\making 
%hereof, be delivered by the company t o  the registrar for regi$$ration, 
and if a company makes default in complying with the provisions of 
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s. 

F this sub-section, the corripany and every officer-of thetcompany who 
1 i s  in default shall be punishable with fine vhi" mag%xtend to five 

thousand rupees. 1 I ' 
? '(8) It shall be lawful for the court upon the gbpiication of any. 
6 petitioner or of any responderit to a petition underi'this section end 

q o n  such terms as to the court appears just a11d >@quitable, to make 
L sny such interim order as it thinks fit for r e g u l a t ~ ~ ~ g  the oanduct' of k+ the affairs of the company pending the mrzki~ig~ ~f a final order in 

relation to the application. F; e 

t (9) Where any manager, managing agent, ahanaging director or 
any other director or any other person who has not been impleaded ae. 2 

$ a respondent to any application under %his se;.,tion applies LO La made 
$ ti party thereto; the court shall, if it is sabisfied that his presence before 
g the court is necessary in order to enable the col~r t  effeclually andl 
t* completely to adjudicate upon and settle nU the  questions involvd 
; in the  application, direct that  the name of i n y  suEh person be added 
% to the application. I 

I - 
Ft 
t (10) I n  case in which the court jnaliev an o ~ d e r  terminating 
i . 
I any agreement between the company and, its manager, managing ageht 

(i. 
or managing director or any of its other girectors, a6 the  case nlay be, 

k- the eourt may, if it appears to it that  £he manager, managing agent, 
managing director 01 other direct"r, as $he case rnaq be, tias $rnis- 
applied or retained or become liable or accountable ior any money or 

C 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 
L 
k* restore the money -or p r o p ~ r t y  or any par t  thereof respectively with 
I. interest a t  sue,h rale 8,s the  court thfnks just, or to contribute such 
F eums to the assets of the  company by way of compensation in respect 
F, I. of $he misapplication, retainer, misfeasance or breach of trust cs the  

E court thinks just, and the provisions of sections 235 and 236 of this Aafi 
shall apply as they apply to a company in the  course of being wound , 

&' 
2' UP.  
L 

1 Exp!ancitio?z.-For the purposes of this section, any material 
- change after the 2ls t  day of July,  1951, in the control of a aompany, 

$ or in the case of a company having a ' managing agent in the corn- 
position of the managing agent which' is a firm or in the F .  control of the managing agent which is a company, may 

B 
t 

be deemed by the court to be a fact which would justify the makiq 
of a winding-up order on the  ground that  i t  ' w a l d  be-just and eguiQ s able that the company should be wound up : 

4 A 

Provided that  the  court is satisfied that by reason of. €be change 
I. the interests of the company or any part of. its members are or are l ikdg 
f, to be unfairly and materially prejudiced. 
P 
I 

f + 
153D. Ef fec t  of t e ~ . m i n a t i o n  01 ~~zanag ing  a g e n c y  a p e e n t e n t ,  etc.- 

!/ ( I )  Where by virtue of an order made under sub-section (5) of section 
:** 
t' 153C an agreement between a company and its manager, managing 
I 
if agent, managing director or othsr director, as the case may be,' iEl 
4 terminated or any other agreement is terminated or revised,-- 

!. , 
L - 

(a)  the order shall not give rise to nqy claim on the par% of 
the manager, managing agent, managing director or other director, 

kd as ths  case may be, for damages or for compensation for loss of 
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4 - z 
ofice 'qr otherwise, .whether the clzirn is made in pursuance of tbe 
agreemQnt or otherwise, 

. - (b) 'bbe order shall not give rise t'o &any claim on the part ab 
any othePPPpPperson~for damages or for compensati~n for the  tern& 
nation -or +vision' of' any other agreement, and 

( c )  no 4anager,  managing agent, managing director or other 
, director or aQ associate of such managing agent &all, withouj 

the leave of t&e court, be appointed or reappointed.or be e n t i t l d  
. 

to act as the rnbpager, managing agent, managing director or dirq. 
tor of the c 0 m p ; ~ ~  for a period of five years from tho date of thg 
order. t, \ 

(2) If any person'3cts as the managing agent or manager of: a 
company in contraventio4 of the provisions of this section, such *persQn, 
and in the case of a cornfipny each of its directors, shall be punishabla 
with inlprisonment for a tkrm which may extend to one year, or with 
Bne which may extend to  fi-vvs thousand rupees, or with both. 

t (3) No court shall grant?eave under this section, unless notiae 
2 the application has been servkd on the Central Govemn~ent and the 
2 
.: Centrai Government bas been @ven an qporluni ty  of be!ng- .heard @ 
:* the matter. Lv 

i 
27 Explatzai-iofi.--In this  sect?@^. t,he expression 'associate of 8 

nlanagi~~g  agei~t '  n~eails-- 

{a )  any firm of which the 4a.naging. agent is a ptkrtner; 

(6) any partner of 'the man&ing.agent; 
, (o) m y  privatecompany in +hihioh the managing agentor  tpz 

. ~ , 

partner of t h e  managing agent or any officer of the manag@ . , 
q e n t  is a mernber,'director, rnangeing a'gent or mmager; 

, (d) in the case qf managing a&?t which is a company, any 
.subsidiary cornpa,ny of the managipg agent and any . direjotmi, 
planaging agent or mknager of the rntg.naging agent or any sub& 
diary company of the managing agent\+, 

I. ''< . 
B , - (e) where the managing agent i s b  private company, , j 

( I  ~? ,.direotor or any member thereof ; !$ .. . I 
- (f) any oom@ny of which the manaaFg 'agent, whether a l ~ r ~ e  

1 j 
, or together gvith any pai-tner of the mandging agent, and w h e ~  

the managing agent is a .company, any dili~ctor of the managing i 
, . agent,' isientitled to exercise, o r  contra1 the A~ercise of, one-qu&m / 1 

or moro of the voting power at any'general qeeting." ! 
. . i 

, . 
8. Insertion of rsew section 288B in Act 891 of '3913.--After seot'ioq 

Q898 of the principal Act, the following section fihall be'$nserted, namely:-+ 
I 
I 

"280H. Power of Cerltral Goverlzmcni t o  appoint aclvisory corn- 
* ,  mission a~zd  t o  make  ~ t i 1 e e  i n  respect of certain mattqrs.-- (1) Fur the 

purpose of advising it in relation to any matter arisi$g out of seotioe 

i.' 
86J, eection 87AA, clause ( c )  of section 87B, section v7BB .or seotion 

5 ¶7CC, the Central Government may constitute a commission consistig . 

r . ~  of not more than three persons with suitable qualifications and appoint 
one of them to be the ,chairman thered.  
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(2) It shall be the duty of the commission to induiie into and 
' advise the Central Government on all applications fof approval made 

to the Central Gcmernment under any of the sectiops referred to in 
aub-section (1) and on all other matters which may bg referred to it by 
the Central Government under any of the said secplons. 

(3) Every application for approval made to tde Central Govern- 
ment under any of the sections referred to in sub:seotion (1) shaU be 
in such form as may be prescribed. 

(4) Before any application for approval is made to the Central 
Government, there shall be issued by or on behqlf of the company ra 
general notice to the members indicating the nature of the approval 
sought, and such notice shall be published once iil the principal Indian 
language of the State in which the registered office of the company is 
aituate in a newspaper circulating in that State, and once in-English in 
a newspaper similarly circulating, and copies of the publication duly 
certified by the company shall be attached to the application for 
approval: 

Provided that nothing in this sub-section shall apply to a private 
zompany w'bich is not bhe managing agent of a public company. 

(5) 3 0 1  the purpose of making an37 inquiry undcr this section the 
cornmission may- 

(a) requ-ire the productioii before i t  of m y  books or other 
documents in the possession, custodg or control, of the corripang 

I relating to any matter under inquiry; A 

(b) call for zny further information or explanation if the corn-- 
mission is of opinion that  such information or explanation ie 
necessary in order that the books or other documents produced 
before i t  may afford full particulars of the matter to which they 
purport to relate ; 

(o) with such assistants as 'it thinks necessary, inspect m y  
books or other documents so pryduoed a r~d  make copies thereof or 
take extracts therefrom; . ' 

I (d)  require any manager, inanaging agent, managing director 
or any o h r  director or other officer of the company or any share- 
holder or any other person who, in the opinion of the commission, 
is likely to furnish information with respect to the affairs of the 
company relating to any matter under inquiry, to appear before iQ, 
and examine such person on oath or require him to furnish suoh 
information as may be required and administer an oath a ~ o P d -  
ingly to the person for the purpose. 
(6) If any person refuses or negledts to produce any book or other 

document in his possession orgcustody which he is required to produce 
under this section or to answer any 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. 

(7') No suit or other legal proceeding shall lie against the Central 
Government, the commis~ion or any member of the commission in 
respect of anything which is in good faith donear  intended to be done 
in ~ursuance  of this sect+ 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 I11 of 1951.-+) ~ h e ' 1 n d i ~ n " ~ o m ~ a ~ i e s  (Amend 
ment) Ordjnance, 1951 (I11 of 1951) is hereby repe9fed. 

4" 
(2) Nothwithktailding such repeal, anything~done or any action taken in , 

the exercise of any power conferred by or p6der the said Ordinancg' shall 
be deemed to  have beeli done or taken $'the exercise of the powers 
conferred by or under this Act, as if jjis Act were in force on the day-on 
which such thing was done or act@ was taken. 
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