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REPORT OF TitE JOINT COMMITTEt · 

I, the Chairman of the Joint Committee to which.the Bill* further 
to amend the Companies Act, 1956 was referred, having been autho
rised to submit the report on their behalf, present this their Report, 
with the Bill as amended by the Committee annexed thereto. 

2. The Bill was introduced in Lok Sabha on the 21st Septemb~r, 
1964. The motion for reference of the Bill to a Joint Committee of 
the Houses WjlS moved in Lok Sab}:la by Shri T. T. Krishnamachari, 
the Minister· of Finance, on the 17th December, 1964 and was dis
cussed on the 17th, 18th and 21st December, 1964 and was adopted 
on the 21st December,· 1964 (Appendix I). 

3. Rajya Sabha discussed and concurred in the said ·motion on 
the 24th December, 1964 (Appendix II). 

4. The message from Rajya Sabha was published in the Lok 
Sabha Bulletin, Pa:Iit II, uated the 26th December, .1964 . . · .... ' 

5. The Committee held 9 sittings in all. 
. . 

6. The first sitting of the Committee was held on the 26th Decem
ber, 1964 to draw up a programme of work. The Committee at this 
sitting decided to hear eviqence of ~ociations etc. desirou.S of pre
sentin!{ their views or suggestions before the C~mmittee and· to 
issue a press communique inviting memoranda for the purpose by 
the 15th January, 1965. 

7. Thirty-cne memoranda/representations .:m the Bill were receiv
ed by the Committee from different associationsiindividuals as men.. 
tioned in Appendix III.· 

8. At their second to sixth sittings held on the 18th to 21st Jan
uary and 2nd February, 1965, respectively,, the Committee heard the 
evidence given by ten Associations/bodies (See Appendix IV). 

9. The Committee have decided that the evidence given before 
them should be laid on the Tables of both the Houses in extenso. 

•Published in the Gazette of India, Extraordinary, Part. JJ, Section 2, dated the 
21St September, 1964. 
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iu: ;rhe Committee considered the Bill clause by clause at theil' 
seventh and eighth sittings held on the 3rd and 5th February, 1965, 
respectively. 

11. IThe Committee considered and adopted the report on the 
17th February, 1965. 

12. The observations of the Committee with regard to the princi
pal changes proposed in the Bill are detailed in the succeeding 
paragraphs. 

13. Clause 5: It was represented to the Committee that if the 
existing Companies were also to be required to re-draft their object 
clauses, then that would require the passing of special resolution 
under the Act, which would involve tremendous time and effort not 
commensurate with the results intended. The Committee, therefore, 
feel that this clause should be amended to provide that the provi
sions of existing clause (c) of Section 13 of the Act should continue 
to apply to companies in existence immediately before the com
mencement of the Companies (Amendment) Act, 1965 and the pro
visions of the proposed new clause requiring the division of objects 
into (i) main objects and objects ancillary thereto and (ii) other 

·objects should apply only to new companies. 

The clause has been amended accordingly. 

14. Clause 9: The Committee noted that the entire amount of 
the minimum subscription for shares is not invariably called for at 
one time and feel that the proposed new sub-section ( 4) (b) should 
apply only to the amount paya;ble on applications in respect of the 
minimum subscription. · 

The Committee also feel that the punishment clause in the exist
ing sub-section ( 4) of section 69 of the principal Act should be 
retained. 

The clause has been amended accordingly. 

15. Clause 11: The Committee feel that in sub-clause (a) of the 
clause, the words "and only book adjustment has been made without 
cash having passed" are redundant and should be omitted. 

The clause has been amended accordingly. 

16. Clause 12: The amendment made in the clause is clarificatory 
in nature. 

17. Clau.se 13: The Committee are of the opinion that an instru
ment of trunsfer, executed before the coming into force of this 
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measure but which is not in conformity with the proposed provisions 
of sub-section (1A) of section 108 of the principal Act, should also 
be accepted by a company upto a period of six months from the date 
of coming into force of the Companies (Amendment) Act, 1965. 

The Committee also feel that the provisions of this clause should 
not prevent any person from depositing, by way of security, any 
shares with the State Bank of India or any Scheduled Bank or 
financial institution approved by the Company Law Board by notifi
cation in the Official Gazette. 

The Committee further feel that in order to avoid hardship in 
any case, the Company Law Board. should be empowered, on an 
application made to it in that behalf. to extend the period mentioB
ed in the proposed sub-sections (1A) and (1B) in the clause by such 
further time as that Board might deem fit. Information. relating to 
the number of extensions so granted by the Board and the petiod 
of each such extension should, however, be furnished in the annual 
report laid before the Houses of Parliament under section 638 of the 
Companies Act, 1956. 

The clause has ~~en amended accordingly. 

18. Clause 15: The Committee feel that this clause should not 
apply to- • .. -~-, --~--.----, 

(a) any existing company except where it commences any 
. new business which is not germane to the business 

which it is already carrying on at· the commencement 
of this Bill, when enacted; 

(b) any new company except where it commences any busi
ness in relation to its objects which are not its main 
objects or objects incidental or ancillary thereto. 

The Committee also feel that private companies should continue 
to be excluded from the purview of section 149 as at present. Sub
clause (b) of this clause has accordin~lv been omittcl!. 

The Committee further feel that even if a special resolution can 
not be pa3sed when it is required, the Company Law Board should 
be empowered to allow the company to commence such business 
even if it is passed by a simple majority which is not sufficient for 
the passing of a special resolution. --The clause has been amended accordingly. 

19. Clause 16: The amendment is, of a drafting. nature. 
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20. (Original Clause 17) : The clause has been omitted as a con
sequence of the omission of original clause 42 (See para 26 below). 

21. Clause 20 (Original Clause 21): The Committee feel that a 
company may be required under the proposed clause (d) of sub
section (1) of section 209 to include the prescribed particulars in 
its books of account only if it pertains to a class of companies en
gaged in production, processing, manufacturing or mining activities 
and all other companies belonging to that class are required to include 
such particulars in their books of account. The Committee also feel 
that the. inspection by the Registrar, or an officer authorised by the 
Company Law Board, should be a routine feature and not be of an 
ad hoc, or special nature. 

The Committee are also of the view that it should be clarified 
that the books of account will also include vouchers which should 
be made available for inspection and investigation and should be 
preserved for a period of 8 years. 

The clause has been ·amended accordingly. The other amend
ments are of a drafting nature. 

22. Clause 21 (Original Clause 22): The Committee feel that in 
regard to the trans~<;tions of the company represented merely by 
book entries, the auditor should inquire whether they are not pre
judicial to the interest of the company. 

The Committee also feel that the Central Government should con
sult the Institute of Chartered Accountants of India before issuing 
an order, general or special, in regard to .the class or description of 
companies and other anc111ary matters proposed to be specified 
therein unless the Government decides that such consultation is not 
necessary or expedient in the circumstances of the case. 

The clause has been amended accordingly. The other amend
ments .are of a verbal. and drafting nature. 

23. Clause 23 (Original Clause 24): It was represented to the 
Committee that the number of Cost Acccuntants in practice in this 
country is extremely limited and that, therefore, cost audit, if it was 
to be extensive, will have to be entrusted to Chartered Accountants 
a!so. The Committee are cf the opinion that this difficulty could 
be got ovE'r by providin~ specifically that the Chartered Account:mts 
who mav possess the prescribed qua1ifications should also be allowed 
to undertake cost audit UndE'r this clause. 
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The Committee have also noted that since the coSt audit was 
likely to reveal certain informatiOn which was regarded as confiden
tial by the companies, the cost audit report should be filed with the 
Company Law Board and not with the Registrar and a copy of the 
report should be sent to the company. 

The clause has been amended accordingly. 

24. Clause 25 (Original Clause 26): The Committee feel that 
under the provisions of the proposed sub-section (lA) of section 240 
of the principal Act, the Inspector should have the power, with the 
previous approval of the Central Government, to call for information 
or production of books and papers for the purpose of his investigation 
only from a body corporate and not from a firm or an individual. . 

The Committee also feel that the Inspector should not k~p in his 
custody books and papers of a company required for the purpose of 
his investigation, for a period of more than six months after which 
he should return the same. He may, however, be authorised to call 
for the books and papers again if they are needed by him. 

The clause has been amended accordingly. 

25. Clause 35 (Original Clause 36): The Committee are of the 
view, that the proposed restrictions on the age limit of a director 
ahould be applicable only in the case of directors of a public company 
or of a private company which is ~ subsidiary of a public company. 

The clause has been amended accordingly. 

26. (Original Clause 42): The Committee feel that it would be 
difficult for the companies to note beneficial holders of more than 
five percent of the equity share capital unless the concerned share
holders themselves intimate such holdings. 

The Committee have, therefore, omitted this clause from the Bill. 

27. Clause 41* (Original Clause 43): The Committee feel that the 
words "and such practice is his principal occupation" are not neces
sary and should be omitted from the clause. 

The clause has been amended accordingly. 

28. Clause 42 (Original Clause 44) :The Committee feel that the 
fee for attendance of a meeting of the Board or a committee thereof 
should not .be limited to one hundred rupees only as that is a very 
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small sum and that the limit may ?e fixed at two hundred and fifty 
rupees. 

. ' 

· . The clause has been amended accordingly . .. 

29. Clause 44 (Original Clause 46): The Committee are of the 
opinion that no special resolution should be necessary in the case of 
loans made to other bodies corporate not under the same manage
ment as the lending company, when the aggregate of such loans does 
not· exceed ten percent of the aggregate of the subscribed capital of 
:the lending company and its free reserves. 

The Committee ai-e also of the view that certain financial institu
tions should. be exempted from the operati0111 of this clause in the 

·same manner as under sub-section (14) of section 372 of the principal 
Act which restricts inter-corporate investments. 

· . The clause. has been amended accordingly. The other amend
ment is of a clarificatory nature. 

30. Clause 51 (Original Clause 53) : The amendment is of a 
consequential nature. 

31, Clauses 52 and 53 (Original Clauses 54 and 55). The Commit
tee feel that iii order to av:oid delay in the liquidation proceedings, 
the Official Liquidator. should be given requisite information as soon 
as final meetings are held by the companies ~ncerned accepting final 
dissolution so· that the Official Liquidator could keep in touch with 
the affairs of such companies and there is no delay in his report to 
the Court. 

·The clauses.· hav~ ~eem redrafted accordingly. 

32. The Committee recommend that the Bill, as amended, be 
passed. 

NEW DELm; 
The. 17th Februq,ry, 19.65. 

Magha 28, 1886 (Saka). · 

S. V. KRISHNAMOORTHY RAO, 
Chairman, 

Joint Committee. 



NOTE 

I do not want to give any minute of dissent, as I have finally not 
dissented from the decisions arrived at. But I have always felt. and 
even now feel that restrictive provisions in law should not be intro
duced unless the same be necessary to prevent any fraud or dis-
honest practice or necessary to improve the standard. · • · · · · · 

- In any event, no provision should be intrOduced if the only result 
is additional expense without any .corresponding benefit. · · · · · .· 

I ~ o ' ~ ~ • • 

There are some· Clauses which co~ within both the ·above eate-. -
gories. · They offer .unnecessary opportunity for criticism of Govern• 
ment. 

NEW DELHI; P.D.H~TS~GKJL 

Dated the 22nd February, 1965. 
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MINUTES OF DISSENT 

I 

. i believe too frequent amendment of the Company Law is uncalled 
for. It does not allow the Corporate sector of our economy to settle 
down t~ normal functioning. The Company Law was completely 
revised in 1956 with far-reaching amendments contained in as many 
as 658 Sections and 12 Schedules. Immediately thereafter, there 
were extensive amendments in 1960, then in 1962, then again in 1963 
and further in 1964. The present Bill (Second Ain.endment Bill of 
1964) is the fifth amendment Bill since the all-total revision of the 
Companies Act in 1956 . 

. . It is well.-known that the cases into which the Vivian Bose Com
mission of Inquiry, looked into and about which the Daphtary
Shastri Committee recommended, arose under the Companies Act of 
1913, when the faw and its administration were hath loose and less 
stringent. But after major revision of the Company Law in 1956. as 
the Government spokesmen in the Parliament have themselves stat.. 
ed, there has hardly .been any serious infringement of the Law. The 
Reports on the working and administration of the Companies Act 
also bear this out from year to year. It seems, however. while pay
ing lip-sympathy to the role of the Corporate Sector in our mixed 
economy, the Government are out to catch every pretext to enfetter 
the normal functioning of companies and assume more and more 
powers for themselves, which of course would give rise to corruption 
and political patronage. 

This is especially unfortunate at a time when the economy of the 
country is in a sorry plight. Shortages all around, failure to achieve 
targets, soaring prices and a critical foreign-exchange position are 
but symptoms of. the economic mess in which the Finance Ministry 
finds itself today. The capital market is dead and the investment 
climate has petered out. The only sane policy at this juncture is to 
help mobilise more and more savings into channels of joint-stock 
activity, with a view to rapidly increase production in all sectors of 
the economy. Frequent, undue and unimaginative tightening of the 
Company Law and vesting wide powers into the hands of the offi
cials and their sub-ordinates, positively defeat this purpose, dis
courage corporate activity in the country and dis~llusion the hesitant 
foreign participant in equity capital 

(xii) 
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Coming to the specific provisions of the Bill as emerging out of 
the Joint Committee, Clause 13 now provides that all transfers ot 
shares shall be in a prescribed form, with the date stamped thereon 
by the prescribed authority and shall be delivered to the Company 
for registration within six months in the case of ·quoted shares and 
within two months in all other cases. Transfers deposited with the 
State Bank or any Scheduled Bank or financial institution approved 
by the Company Law Board, by way of security against a loan, c1re 
exempted. The Company Law Board are also empowered, in cases of 
hardship, to extend the time limit for delivering the transfers to the 
Company for registration. I believe this time limit of six months 
and two months is too short and $ould be extended at least to one 
year clearly in the statute. Moreover, exemptions should also have 
been made in the case of recognised trust holding blank transfers 
given by the trustee nominally holding in his name the shares belong
ing to the trust, in the case of companies giving guarantees and in 
the case of a company nominating a director on the board of another 
company and allowing that director to hold the qualification shares 
in his own name. Transfers of shares of private companies should 
also have been exempted, as recommended by the Inquiry Commis
sion. I also believe tpat the issue of thousands of prescribed transfer 
forms daily, with the· date marked thereon, by one prescribed autho
rity, would only entail undue delay, thereby impairing the normal 
working of the stock exchanges in the country and giving rise to 
corrupt practices. 

Clause 35 precludes a person from holding. the director&hip of a 
public company or of a private company which is a subsidiary of a 
public company, after he attains the age of seventy-five. I believe 
holding of high offices after the age of seventy-five should not be 
the privilege of politicians only. When a company in a general meet .. 
ing approves by a special resolution any director continuing on its 
board after he attains the age of seventy-five, he should .be allowed 
to continue. This will help the company to be assured of the experi
enced direction of a founder or a promoter, if he is in active health 
after the age of seventy-five. 

Clause 44 widens the restrictions under section 370 of the princi
pal Act, on inter-company loans. The new proviso prescribes a limit 
of thirty percent of the subscribed capital and free reserves of the 
lending company, for loans to any body corporate, not under the 
same management as the lending company and a limit of twenty 
percent of the subscribed capital and free reserves of the lending 
company for loans to companies under the same management as the 
lending company. \Vithin these limits (except up to ten percent of 
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the subscribed capital and free reserves of the lending company for 
loans to companies not under the same management) a special reso
lution authorising the lending company to make loans up to the 
prescribed limits would be now required. For making loans beyond 
these prescribed limits, prior approval of the Central Government 
will have to be obtained. I believe these restrictions ar.e unnecessary 
and would only. hamper the free flow of essential day to day working 
capital. Many companies have surplus funds while many others are 
in need of funds to tide over temporary difficulties. The surplus 
funds adjust themselves to the emergent spots at the proper rate of 
interest for just the necessary time. The prior approval of the Cen
tral Government for making loans beyond the prescribed limits, 
which by themselves are meagre may take six to eight months, by 
which time the very purpose of the loan. would be lost. This clause 
ignores the essential temporary and emergent character of inter
company loans and would only make the day-to-day working of com
panies more difficult and irksome. The existing provisions of the 
Companies Act (sections 295, 369 and 370) already provide for the 
necessary restrictions on the powers to make loans and further res
trictions a~e absolutely uncalled for. 

Everybody appreciates that a certain ~egree of control over 
management is necessary in the interest of the investing public. But 
the existing Company Law is already voluminous and complex. 
Even now for almost everything the companies have to look to the 
Government for approval. Before the companies know the existing 
law and normalise themsleves. a further spate of amendments are 
coming almost every' year, at times twice a year. Such incessant 
bewildering change of law in a vital sphere of productive activity, 
would only imperil the economy of the country. 

NEW DELHI; DAHYABHAI V. PATEL. 
Dated· the 18th February, 1965. 
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III 

The Bill as reported by the Joint Committee has emerged 
greatly improved. I am largely in agreement with the various 
changes that have been made. I have, however, some changes to 
suggest· in regard to some clauses mentioned below: 

Clause 20 (Original Clause 21); In original clause 21, it was 
provided that the books of account shall be open to inspection 
during business hours by the Registrar or by any officer authoris
ed by Government. It was also provided by means of a proviso, 
that no such Inspection· shall be made by the Registrar or such 
Officer unless he is of opinio11 that sufficient cause exists for such 
in~pection. . The. proviso has been deleted by the Joint Commit
tee and it is stated in the Report that the Committee feel that the 
inspection by the Reiistrar or an officer authorised by the Com
pany Law Board should be a routine feature and not be of an 
ad-hot: or special nature. I feel that this change is not reasonable 
and that inspection should be made lby the Registrar or other Officer 
only if he is satisfied or is of opinion that sufficient cause exists far 
the inspection. The original provision should stand. 

Clause 27 (Original Clause 28): This clause amends section 
241 and provides that interim reports submitted by an Inspector 
need not be sent to the company. I feel that the interim report 
as and when submitted by the Inspector should also be sent to the 
company. This is only fair, because if the compony is furnished 
with a copy of the interim report, it will be able to make suitable 
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representation to correct any misapprehension {)n the part of . the 
Inspector. This will help in the ·final report being made on .a 
correct appraisal of facts and circumstances. 

Clause 51 (Original Clause 53): This clause proposes deletion 
of Sections 410 to ·415 thereby abolishing the present Advisory 
Commission and constituting instead an Advisory Commfttee 
which will-not, however, have the same powers and funclions as 
the Advisory Commission. The setting up of the Advisory Com
mission was fully debated in Parliament when the Companies Bill 
of 1953 was under discussion. It was also carefully considered by 
the Joint Committee on the said ~ill The Joint Committee then · 
recommended that the Advisory Commission should adequately 

-represent the various interests concerned and that it sho'tild"be put 
on ·a permanent basis. The then Finance Minister, ·shri C. D. :oesh· 
mukh, while speaking in the Lok Sabha 'On the functions of the Ad
visory Commission, expressed the hope that in course of time the Ad
visory Commission will help Government to build up sound traditions 
for regulating the working of."Joint stock companies in this country. 
The Reports of the Company Law Advisory Commissi:on for the last 
several years which are appended to 'the Annual 'Reports on the 
Working and Administraticn on the Companies Act,·t956 furnish proof 
of its usefulness and a,so that it has lbeen building up such sound tra. 
ditions in respect of various matters which bad come "'lp "before "it. It 
has also, so ·tar as I -am llware, irifused ·a sense tif -cbl11i.denee ;in 1he 
business community, who nave a 'feeling that their pl'oblems ;tte'lillo 

'looked into by an impartial authority rmd ·m-e not '"dealt 'with lil"bitra-
rily by Government. ·'In my opinion, ·tt 1s -very '~ -'"that fhe 
~ense of confidence which the workin'g -t)f 'the ACMsory ~omm.tssmn 
has engendered in the business community ·should not 'be ilisttirbeB. 
In vjew of th'e careful consideration which had been _given to _this .queS
tion by Parliament .and by the int~rests concerned at the time .Of the 
dE1iberations on the Companies Bill, 1953, and in view of the success
ful working of the.Advisory Commission during the past few years, 
I feel that the Advisory .Commission should be retained. I am, there
fore, for the deletion of this clause. 

Clause 56 (Original 'Clause "58): 'A new section. is prt>p(>sea to -be 
inserted so that Government or any person is IliOt compelled to disclose 
the sources of information received by it or'him to any Court, Tribunal 
or other authority. This provision in my opinion iS not in·consonane~ 

· with sound juridical principles. It will open 'Up opportunities for 
supplying false information .by interested 'parties fri 'order 'to black
mail a company or those in management of a company for their U1 ... 
terior objectives. Every person against whom· a.nY information is 
given is entitled to know the identity Qf th~ informant and ba::~ also 
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a right to check on the integrity of the person and the authenticity 
of the information. I feel that if this right is not available to aggriev
ed parties, it will encourage black-mailing by unscrupulous persons 
and also encourage vindictive actions by prejudiced officers. The 
powers of a Court or a Tribunal which is a quasi-judicial body should 
not also. be curtailed in an arbitrary and unfair manner. 

NEW DELHI; N. C. CHATTERJEE 
Dated the 19th February, 1965. 

IV 

This Bill seeks to implement the recommendations of the Com
mission of Inquiry and the Daphtary-Sastry Gommittee. The Joint 
Committee has taken this opportunity to: 
. ' 

(i) strengthen the provisions relating to investigation into the 
affairs of companies and provide for more effective audit 
in dealing with cases of dishonesty and fraud in the 
corporate sector; and 

(ii) simplify some ~f the procedural matters. . . . . 

But if we go through the amended Bill, in all its practi-::al 
aspects, we can say without ·any fear of contradiction that the Joint 
Committee have failed to meet the real object of the Bill by ignor
ing certain important demands of the share-holders' associations and 
chartered nccountanb' association and prominent auditors' views- as 

· urged by them in their respective memoranda and evidence tendered 
before the Joint Committee. 

.. . 
One o~ the main deman~s. of the share-holders association was to 

provide a statutory obligation on the part of the Directors and manag
ing agents to take necessary approval of the general body of share
holders in respect of all matters of financial dealings. Each nnd 
every share-holder should be individually informed at least one month 
before the meeting about the proposed resolutions and actions to be 
brought before the general body meeting, besides news-paper pub
lications. Except few major financial business, there is no amend
ment to meet the general but rightful desire of the share-holders 

I 
as such. The scope of strength and working freedom should be en-
larged whereas all public limited companies' authority and scope of 
working should be exercised absolutely with broad based principles 
of democracy and socialism by accepting all special resolutions tbat 
are passed on the basic ideology of voting i.e""Y "one man one vote•• 
irrespective of his share contributions. 
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~f this procedure is not introduced in all public limited compa· . 
nies, the purpose of all special resolutions would be defeated by big 
financial magnates in all public Companies. Hence I disagree with 
the amended Bill simply providing special resolutions without intr~ ·· 
ducing the principle of "one man one vote" irrespective of hisjher _ 
share-values in that particular company. Otherwise, the affairs of 
comp.1nies, at least in dealing with cases of dishonesty· and fraud in· 
the Public Corporate Sector, cannot be investigated properly. _The · 
spirit of that object will be defeated. · 

It is necessary to appoint independent auditors with sb·ong charac
ter for making the audit more effective and purposeful. The Cen
tral Government should maintain a list of expert auditors, Chartered 
Accountants and Cost Accountants in t:onsultation with the Chartered 
Accountants associations and Cost Accountants bodies as approved 
by the Union Government. The rules and procedures of auditing 
systems in various fields should be framed and accepted with full 
consultation of respective recognised auditors and their organised 
bodies. At every step their active consultation and cooperative 
efforts will give good results to remove dishonesty and fraud in the 
Corporate Sector. The auditors' position should not be as that of a 
Commission agent or servant of any company, but his position should 
be a very powerful on~ who can play an eminent part to check all 
kinds of malpractices committed by officials of Company Law admi
nistration or Directors cf any company. Any company may go astray 
if such full powers are not vested in auditors and their parent bodies 
to supervise, guide and control the finances according to the strict 
observation of the respective bye-laws that are accepted by the 
general body of share-holders. So there should b'e statutory provi
sion to have frequent consultations and investigations of frauds in 
the companies by the auditors or group of auditors' body with inde
pendent powers to take necessary steps to remedy the situation. 
Company Law administration is more powerful which is likely to 
become over-lord of the companies and it is but natural that absolute 
powers will positively corrupt the Company Law administration. 
Therefore, always there should be a statutory obligation on the part 
of the administration so thot each and every action or rules and re
gulations of auditors and accounting system should be laid on the 
Table of both the Houses of Parliament. In case of glaring injustice 
by Company Law administration, a discussion may be raised in Par
liament . 

. . 
There are so many small and medium size companies having very 

little profit. During initial periods every company will gain no 
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profit or there- may even be some losses to the new companies. There .. 
fOTe, it would be grave injustice to the directors or managing part• 
ners to fix their remunerations only on the basis of profit percentage. 
As- a: SpeCial remuneration to the working directors for a specific 
period at least, a total of one thousand rupees per month should be 
given as per the approval of the share·holders' general body meeting; 
Instead of restricting the remuneration only on profit percentage 
basiS, certain amount as decided by the general body members 
should be given to the working directors according to their capacity 
and abilities. 

Many political parties, especially the ruling party, depend upon 
public and private companies' donations to further their programmes. 
Under the existing .Jaw upto 5 per cent of the net profits can be donat. 
eel to any political party as per decision of the directors only, whereas 
general share· holders. belong to all political parties. Thereforer 
clause 44 · (Odginal Clause 46) may be amended with the following 
proviso to check the political interference in the administration of 
companies: 

"Provided further that the total donations so made to all poli· 
tical parties and charitable registered institutions cor· 
porate shall not exceed without the prior approval of the 
general meeting of the share.holders: 

(a) Five per cent of the net profit for the current balance 
sheet of the previous year of the donating company; 

(b) any percentage of the net profit or reserve fund of the 
liquidating company where all such donations are 
made to any of the charitable non·political institutions 
as recommended and approved by the special resolu· 
tion of the share·holders passed by two·third majority 
in such general meeting." 

. The assets of any liquidating company may be transferred to 
any one or more charitable non·political institutions. as approved by 
the share.holders of that company. Hence I am ohliged to record 
my minute of d;issent. 

NEw DELm; SIV AMURTHI SWAMI. 

Dated the 22nd February, 1965. 
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VI 

We are afraid that the present piece of Legislation,' far from re· 
moving the lacunae and plugging the loopholes, has given further 
lease to the malpractices by the companies and corporate sector. It 
is regrettable to note that even the amendments that were suggested 
in the Bill :OOve been watered down in the Joint Committee. 

·' ' ', . 
Regarding the blank transfer system, we strongly fe~l that it 

should have ·been completely abolished as in the United Kingdom. 
While the Government is fully aware of the h~vo"c done by the busi .. 
ness tycoons with the nefarious practice. of blank transfer· system, 
still they plead helpless in rooting out this evil. Coming· to clause 

. 23 (original clause 24) the Joint Committee have· recommended that 

. chertered accountants who may possess the require4 qualities should 
also be allowed to undertake cost audit. The reasons that the num· 

her of cost acccuntant3 in practice is very limited does not·appear to 
be justified to us. We feel that if enough scope is given, more cost 
accountants will become available. Even if the required number of 
cost accountants were not forthcoming the Government may have· 
constituted a separate cadre of cost accountants as fun· time pubiic 
servants to carry on the job. ' · 

NEW DELHI; DINEN BHATTACHARAYA .. 
Dated the 22nd February, 1965. K. K. WARIOR. 

vn 
It was after prolonged, exhaustive and protracted enquiries ex· 

tending over some ·years, that the law relating to companies m· India 
was thoroughly recast and comprehensively codified in a voluminous 
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:2ieU--contained enactment,-The Companies· Act, 1956,-containing 
--658 Sections and XII Schedules. It was further amended extensive· 
ly Jn 1960, 1962, 1963 and 1964. The present Bi11,-The Companies 
_(Second Amendment) Bill of 1964, seeks once again to amend it very 
extensively. 

- ·The continual amendment of such an importaant enactment _govern· 
ing a ·very significant and .most active part of the Private Sector in 
,the :Indian economy is .itself .a sufficient condemnation of the present 
Bill. This a priori view is strengthened by a closer examination of 
the ostensible reasons advanced in support of it, namely, thaat it seeks: 

(a) to implement the recommendations of the Commission of 
Inquiry into the administration of the Dalmia~ain 
Companies, as reported upon· by the Daphtary-Sastri 
Committee; 

:(b) to strengthen the provisions relating to investigation Into 
the affairs of companies; 

{c) to provide for more effective audit in dealing with cases 
of dishonesty .and fraud in the corporate .sector; and 

.(d) to ~plify some_ of the procedural requirements which 
.are at present burdensome_ to the companies without 
bci~g of .corr~ponding advantage to Government 

-()f the foregoing reasons Jor introducing this Bill, it ,is plain that 
-the last .of .them was merely incidenta'l. The principal reasons -ad-
-vanced ;in support of this measure were admittedly those indicated 
-~t.(a),.(b)-and (c) .above. But on examining these more closely, it 
'.tr.anspires that as regards the first and most important .of 
them there was no evidence at all,-certainly none was adduced on 
,behalf .of Government before the .Joint Committee,-that fraudulent 
Jl+.actices of the kind ,discovered in the Dalmia-Jain Companies were 
·'·'legally" ,possible, or had in fact been resorted to, even under the 
present state of the Jaw. It fs important to note in this connection 
that the legal framework within which industrial and commercial 
~oncerns in the corporate sector have now to operate is far more com
plex than was the case before 1953. They have now to comply not 
merely with the complicated and rigorous provisions of an all-em· 
bracing Companies Act, but also with other relevant and very com
prehensive group of legislation such as that regulating the Issue of 
(:!apital, the licensing of new industrial units and of their expansion, 
the Licensing of Import of Capital Goods, Raw Materials, Stores and 
.Sp~H·es1 th~ Re~ulation of Foreign E~change transactions and the 
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like. With this sort· of multifarious a~cl intf!grat~d regulatory legis
lation already in force, governing alll:lost ev~ry important area of 
activity, superimposed upon the already comprehensive Companies 
Act, it is in my opinion quit~ unlikely that "legal fraud~' in company 
mana~ement and adminiStration of the "ind anq" ~nitude disclosed 
in the Dalmia.Jain Companies can occur any lPrt!!~· 

The other two purposes advanced in support of this Bill, namely, 
to strengthen the provisions relating to investigation into the affairs 
of companies and to provide for more effective audit in dealing with 
cases of dishonesty and fraud, are also entirely unsupported by any 
evidence justifying the need for such extraordinarily wide-sweeping 
powers as are sought to be conferred upon the Central Government 
for these purposes by this Bill. Moreover, while the "Statement of 
Objects and Reasons" refers in this c·~mnection to additional powers 
required in dealing with specific cases of this type, the relevant 
clauses in the Bill go much further and are designed to confer upon 
the Central Government draconian powers over all companies, 
regardless of the character of their management. 

I alJl firmly of opinion that this m~f!sur~ ts poth tmnecessary and 
undesirable. It will confer powers upon the Company ~qW l3q~rd 
andjor the Central Government in relation to the generality of com
panies which are quite uncalled for. It will CflSt an ynjust and griev
ous burden upon the yast majority of hone~t comp1,1,nies, m9st of 
them engaged in medium or smalJ scale industries, just ijt a time 
when the most ur~ent n~ed js that the private s~ctor shoqld rapidly 
and vigorously go forwarq ~nd produce more and more goods an,d 
services so that the economy, which has been stagnant in recent 
years and js now in the grip of acllte inflation, ma;v pnce a~ajn be
come as buoyant as it was some fo11r or five years ·ago. If tnis ~ea
sure is enacted the capital anq investment inark~t 'will continue to 
remain depressed; the economy will remajn sta~na11t; Md perhaJ?s. 
its gravest consequence will be not merely to discourage foreign in
vestment and/or collaboration in Indian projects, ·but even tQ induce 
a good deal of dis-investment. I am strongly of opinidn, therefore, 
that this Bill should be withdrawn. 

Subject to my basic pbjection to the. :aiU as a whol~, I turn now 
to some of the specific clauses of the Bill as reported by the Joint 
Committee. While the Bill has emerged from the CP.mmitt~ with 
some improvement, there remain many m~ttenl jn r~spect of which 
it still requires to be considerably altered. Some of the more im
portant of these are m~ntion.ed below:-

Clause 13-This clause su~ers from two major defects, namely, 
(1) The period of currency of blank transfers in the pres

cribed form should be twelve months, instead of six. 
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Without this, the liquidity of the share markets will be 
seriously. impaired. 

(2) In the case of Shares held in fiduciary capacity, there 
should be no time limit to the currency of blank trans
fers as in the case of Shares pledged with banks and 
other financial institutions. 

Clause 20 (Original Clause 21)-In this clause as originally 
drafted it was provided (by means of a proviso) that the books of 
account of a company shall be open to inspection during business 
hours by the Registrar or by any officer authorised by Government 
provided he was of opinion that sufficient cause existed for such ins
pection. That provi~o has been deleted by the Joint Corrunittee on 
the ground that the inspection by the Registrar or an Officer autho
rised by the Company Law Board should be a routine feature of the 
administration of Company Law in this country. This is not reason
able, for I feel that such inspection by the Registrar or other officer 
should be made only if he is satisfied that sufficient and specific 
cause exists for the inspection. The original proviso should there
fore be restored. 

Clause 21 (Original Clause 22)-Sub-Clause (b) should be 
deleted altogether, as it virtually confers unlimited power upon the 
Central Government to enact substantive legislation concerning the 
duties and responsibilities of Auditors far beyond anything contem
plated by Section 227 of the principal Act. 

Clause 23 (Original Clause 24)-This Clause, which provides for 
the compulsory audit of ·cost accounts of· companies engaged in pro
duction, processing, manufacturing or mining activities, should be 
deleted altogether for the following reasons:-

(i) The regular maintenance of proper cost accounts, which 
it implies, presupposes a sophisticated stage of indus
trial development and management accounting which 
it will take considerable time to reach in this country. 

(ii) It was admitted in the evidence submitted before the 
Jotnt Corrunittee on behalf of two such authoritative 
bodies as the Institute of Chartered Accountants of 
India and the Institute of Cost & Works Accountants of 
India that no more than about 20 per cent of companies 
in India were maintaining any sort of cost accounts pro
perly so called. 
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(iii) To require a statutory audit of cost accounts would, in 
these circumstances, be wholly premature. 

(iv) It would impose an unwarranted burden upon small com
panies engaged in medium and small scale industries. 

(v) It was also admitted that the number of experienced 
accountants, especially Cost Accountants, ~competent to 
undertake such audit was strictly limited, there being 
only some eight or ten firms of Cost Accountants · in 
practice. 

(vi) Moreover, to prescribe an audit of cost accounts indepen
dently of the audit of financial accounts, as is proposed 
in this clause, could le.~d to conflict and confusion as 
between the two. 

(vii) The disclosure of the cost structure of companies engaged 
in competitive enterprises would · cause serious dis
advantage to the best managed companies; and this sort 
of prospect (of publicity being given to confidential cost 
data) would almost certainly persuade many prospec
tive foreign concerns not to proceed with their invest
ment andlor collaboration projects in India. It would 
be no ai)Swer to their genuine apprehensions in tnis 
respect that the Cost Audit Report would be submitted 
only to the Central Government and would not have to 
be filed with the Registrar of Companies. Once a statu
tory Cost Audit was known to have been undertaken, 
every Shareholder would be entitled to have a copy of 
the relevant Audit Report, with. the result that the con
fidential character of the cost data could not possibly 
be p~eserved . . 

(viii) So far as is known, there is no other country in which 
companies are required by law to maintain cost accounts . 
or to have them audited. 

Clause 25 (Orioinal Clause 26)-This clause, in so far as it applies 
to a company whose affairs are not under investigation, that is to 
say, to a body corporate "othe.r than a body corporate referred to in 
sub-section (1) (of Section 240) ", needs extensive amendment. The 
effect of this Clause as it stands is that such a company would be 
treated in all respect on the same footing as if its affairs were a1so 
under investigation. This is ·most unreasonable and would be des
tructive of the credit arid reputation of such companies. . 
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Clause 51 (Original Clause 53)-By this Clause, which deletes 
sections 410 to 415 of the principal Act, it is proposed io abolish the 
Company Law Advisory Commission and to appoint ipstead an 
"Advisory Committee" for advising upon "such matters arising out 
of the administration of this Act as may be referred to it" by the 
Central G-9vernment or the Company Law Bo~rd . 

. This constitutes a c<;>mplete reversal of poiicy without any justi
fication whatsoever. The setting up of the Advisory Commission as a 
permanent feature of the Company Law administration was care
fully examined by the Joint Committee on the Companies Bill 1953 
and wa:rstil;>sequently fully debated ~nd approv~d ~n Parli&Illent. On 
that occasion. the then Finance Mini~ter made the following state
ments in Pc;irliament:..,_ 

"In future the permanent Advisory Commission will have the 
duty of advisin~ Government in respect ot those 
matters w}lich are specifi.cally provided in the Bill .... 
it is my hope that in courl)e of time this Advisory Com
mission wiJI help Governme11t to build up sound tradi
tions for regulatipg the working of joint stock com
panies in this couptry." 

"!·should ;:;ay that the chanc~ are th~t in almcst all cases-! 
should p.ot; like to mep.tion a percentage-we shall be 
guided by the advice of the Advisocy Commission.'' 

"What I for~see is that a body of case law will wow as a result 
of the close working of the ~dvi~ory <;<?mmission and the 
ce:fltral authority, }3oth of th~m will learn; .... what I 
expect is as p result of th~se p,i::;cussipns., a body of case 
law and p:Wlosophy wjll grow, apd we shall jointly t·e
gulate the affairs of the companies in these respects 
which are in controversy today.'' 

As against this, neither jn the "Statement <;>f Objects and Rea
sons" nor in the "Notes on Clau~es" of the present Bill are there any 
reasons advanced for abolishing what was ·intended to be, and what 
indeed Parliament desired should be, a "permanent" Commission. 
Similarly, even in the Joint Committee, no attempt wa3 made t'J 
justify this drastic proposal. · 

The Reports· of the Company Law Ad~socy C.oiJUllission and· of 
the Company Law Administration for the last several years furni;;h 
ample proof· of the tJsefy.lness of the Commission pver thest;' yeJrs. 
The present :;ecUon& ·UQ to i15 in~lude provisions which made it 
obligatory for Govemment to refer cert~in important matters to the 
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AdvlSory Commission for their advice. In the discharge of 1ts duties 
the Commission has done much to inspire confidence in the corpo
rate sector vis-a.-vis the exercise of purely executive powers by Gov
ernment in a field in which such powers are vast and all pervasivt> 
and the scope for arbitrary decisions extensive. The Advisory. Com
mission has, in fact, gone a long way towards fulfilling those hopes 
and expectations with which it was constituted with the full approval 
of Parliament. In these circumstances, I am unable to see any justi
fication whatsoever for replacing the Commission by an "Advisory 
Committee" which need not be consulted by Government at all and 
which, having no statutory powers or duties, can fill only a minor 
role of little value either to Government or to the corporate sector. 
This Clause should therefore be deleted. 

Clause 56 (Original Clause 58)-This is a most extraordinary 
provision. . It seeks to substitute the present Section 635A of prin
cipal Act by two new Sections 635A and 635AA which would have 
the effect not merely of protecting the Government and public 
servants for anything done in good faith but also of shiE:lrung in
formers and blackmailers even when, acting m bad faith, they may 
activate the machinery of Government against innocent parties. To 
claim the privilege of secrecy, even against courts and tribunals, so 
as to resist the demand by injured parties for the disclosure of the 
source of information which may have resulted in their harassment 
or in wrongful action being taken against them, can never be justi
fied. This sort of claim, if conceded, would almost certainly lead to 
grave abuses. It would lay the basis for false information by inter
ested parties and even blackmailers against a cQmpany and its man
agement; and it can also fbe misused as a weapon for political pur
poses. In view of this, the proposed new section 635AA sought to be 
inserted by this Clause should be deleted. 

NEW DELHI; N.DANDEKER 

Dated the 22nd February, 1965. 
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Bill No. 64-B of 1964 

THE COMPANIES (SECOND AMENDMENT) BILL, 1964 
[As REPORTED BY THE JoiNT COMMITI'EE] 

(Words side-lined or underlined indicate the amendments suggested 
by the Coymittee; asterisks indicate omissions.) 

A 

BILL . . 
further to amend the Companies Act, 1956 

BE it enacted by Parliament in the Sixteenth ~ear of the Republic 
of India as follows:-

1. (1) This Act may be called the Companies ( • • Amend- Short-title 
ment) Act, 1965. and com-

- mence-
c; (2) It shall come into force on such date as the Central Govern- ment. 
· ment may, by notification in the Official Gazette, appoint and differ

ent dates may be appointed for different provisions of this Act. 

2. In section 1 of the Companies Act, 1956 (hereinafter referred A:mcu4-
to as the principal Act), in sub-section (3), the following further ment of 

10 proviso shall be inserted at the end, namely:- section 1. 

"Provided further that it shall apply to the State of Naga
land subject to such modifications, if any, as the Central Gov
ernment may, by notification in the Official Gazette, specify.". 

2122(B) LS-1. 
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3. In section 2 of the principal Act,-

( i) in clause ( 8), after the word "deeds,", the word "vouch
ers," shall be inserted; 

(ii) in clause (30), after the words "manager or secretary", 
the words "or any person in accordance with whose directions or 5 
instructions the Board of directors or any one or more of the 
directors is or are accustomed to act," shall be inserted. 

4. In section lOE of the principal Act, after sub-section ( 4), the 
following sub-section shall be inserted, namely:-

'' ( 4A) The Board, with the previous approval of the Central. 10 
Government, may, by order in writing, authorize the chairman 
or any of its other members or its principal officer (whether 
\mown as secretary or by any other name) to exercise and dis
charge, subject to such conditions and limitations, if any, as may 
be specified in the order, such of its powers and functions as it 1 5 
may think fit; and every order made or act done in the exercise 
of such powers or discharge of such functions shall be deemed 
to be the order or act; as the case may be, of the Board.". 

5. In section 13 of. the principal Act, in sub-section (1) ,-

. (i) in clause (b), the word '1and" shall be omitted; 
20 

(ii) for clause (c), the following clauses shall be substituted, 
namely:-

"(c) in the case of a company in .existence immediately 
before the commencement of the Companies (Amendment) 
Act, 1965, the objects of the company; 

(d) in the case of a company formed after such com
mencement,-

(i) the main objects of the company to be pursued 
by the company on its incorporation and objects inciden
tal or ancillary to the attainment. of the main objects; 

(ii) other objects of the company not included in 
sub-clause (i) ; and · 

(e) in the case of companies (other than trading 
porations), with objects not confined .to one State, 
States to whose territories the objects extend.". 

cor
the 

6. To section 21 of the principal Act, the following proviso shall 
be added, namely:-

'Provided that no such approval shall be re'}uired where 
the only change in the name of a company is the addition 

25 

30 

35 
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thereto or, as the case may be, the deletion therefrom, of the word 
"Private", consequent on the conversion in accordance with the 
provisions of this Act of a public company into a. private com
pany or of a private company into a public company.'. 

7. In section 43A of the principal Act, in sub-section (6), after Amend-
clause (a), the following clause shall be inserted, namely:- mentof 

• section 
"(aa) to a pnvate company in which shares are held by 43A. 

one or more bodies corporate incorporated outside India, which 
or each of which, if incorporated in India, would be a private 
company within the meaning of this Act, if the Central Gov
ernment, on an applic;ation made to it m this uE'half by that pri
vate company, by order so directs; or". 

8. After section 68 of the principal· Act, under the sub-heading Insertion 
"Prospectus'', the following section shall be inserted, namely:- of new 

section 
68A.· 

''68A. (1) Any person who- Persona-
tion for 

(a) makes in a fictitious name an application to a com- acquisi
pany for acquiring, or subscribing for, any shares therein, tion, f . I etc., o 
~ ~-• (b) otherwise induces a company to allot, or register 
any transfer of, shares therein to him, or any other person 
in a fictitious name, · 

shall be punishable with imprisonment for a term which may 
extend to five years. 

(2) The provisions of sub-section (1) shall. be prominently 
reproduced in every prospectus issued by the company and in 
every form of application for shares which is issued by the com
pany to any person.". 

9. In section 69 of the principal Act, .for sub-section (4), the fol- Amend-
lowing sub-section shall be substituted, namely:- ment of 

section 69.-
" ( 4) All moneys received from applicants for shares shall be 

deposited and kept deposited in a Scheduled Bank-

(a) until the certificate to commence business is obtain
ed under section 149, or 

(b) where such .certificate has already been obtained, 
until the entire amount payable on applications for shares in 
respect of the minimum subscription has been received oy 
the company, 
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~nd where such amount • • "' has not beer; received by the 
company wi~the time on the expi~y of which the moneys 
received from the applicants for shares are required to be repaid 
without interest under sub-section (5), all moneys received from 
applicants for shares shall be returned in acc01:dance with the 5 
provisions of that sub-section. 

In the event of any contravention of the provisions o.f this 
sub-section, every promoter, director or other person who is 
knowingly respcns1ble for such contravention shall be punishable 
with fine which may extend to five thousand rupees.". 10 

10, In section 73 of the principal Act, in sub-section (5), for the 
word.s"permission shall net be deemed to be refused", the words "it 
shall not be deemed t~at permission has not been granted)' shall be 
iUbstituted. 

11. In section 75 of the principal Act,-

· (a) to clause (a) of sub-section (l), the following proviso 
shall be added, namely:-

"Provided that the company shaH not show in such re
turn any shares as having been allotted for cash if cash has 
not actually been received in respect of such allotment 

20 . . . "· . ' 
(b) in sub-section (3), for ·the words "is inadequate, he may 

extend that period as he thinks fit'', the following words shall be 
substituted, namely:-

. "is or was inadequate, he may, on application made in that 
2

-

behalf by the company, whether before or after the expiry ) 
of the said period, extend that period as he thinks fit"; 

(c) in sub-seetion (4) t for the proviso, the following proviso 
shall be substituted, namely:-

"Provided that in case of contravention of the proviso to 30 
clause (a) of sub-section (l), every such officer, and every 
promoter of the ·company who is guilty of the contravention 
shall be punishable with fine which may extend to five 
thousand rupees.". 

12. In section 76 of the principal Act,
(a) ~n sub-section (1)-

(i) in clause (iii), the word "and" occurring at the 
end shall be omittPd; · 

(ii) in clause (iv), the word "and" shall be inserted 
at the end; and 1 

35 

40 



(iii) ·aftel' dause•"(iv)l· the.-following•·-clause:;.,.:·shall. be 
insertedi :namely:;;_-· · · 

;. (v) ·a copy of the contract for the payment of thl! 

conunission 'is <delivered.:: to· the·· RegistraJ.\ -att the tim~ 
S of delivery~ of• the·'J>rospectus ·or~-the·statement-in lie\} 

of p~speetus · for- registration:•-;' 

(b r after su?7section ( 4); the .following • ~ub-i'e,ctton shall 
be lnsetted~-·namely:-: · · 

• ·" (4A) .Fof. t~:i'~moval~of.doubts.it.is,h~~by, p~lare<i 
Io_ th~.t no COlllii\issio~. sh;all.be J;>~c\. undet clqUSe- (a);. pt subr 

section (1) to any-.,p~rsau. on,.sha:r;es~pr~.deb~tur~ .. ~hicl;J 
are not offered to the public for subscription: 

:to 

Provided that- where- a ·.person ·ha9 'SUbscribed :Or agreed 
ta subscribe •under·dause:·'{a)"of sub-section : (1) . for,• any 
shares· in,: or debentures of, 1lie company and :befote-·th~ issue 

· of; the :prospectus .... or · statement-·in-lieu·-thereof· anyr othel' 
person or persons has or have subscribed for··any•-<>r•all~•of 
thosa.sh_ares..or· .debent~s..ancl .that.Ja.d, tog~~w .with.- th~ 
aggregate_amount. ,of :cammissionJ p~able, un,cJ.ey __ this. .. s~tiQ~ 
in, resp~ct of. such su,bscriptio:p is disclosed in. sq~ll,prospectus_ 
or ~tatement, .then, the company may pay commission ~0 the 

'fiist7mentioned persen in resp-ect. of such'subscript~on.~': 
- . . ~ . 

:_ 13.;.In ;section,,l08 :·of theJ principal .A~t,-:.aft~ -:Sq~s~ti®r:~ 
the following sub-sections shall be inserted, namely: . _ 

25 • "(lA).EveJ')'i~~t ~f...transfeJ' ,of11sh~.l 

(1)f Amenll_ 
mentof 
section 108. 

3S 

(a):'shallibe·inl the.prescribednform}, obtainable from, 
-the prescribed authority .who: shall ,stamp;;or -:otherwise en-; 

dors&-thereon the•dateo..OD-·which:it lis i~d; .audJI; 

(b) . s)lall be . delivered to the compa~y r:-:. 
(i} in!.the .case.-.o~share$ .dealt.J.n..o~~quotell on a, 

recognised. stQC)¥, ex chang~ ,.wiW._ siJ(:, ;tnQJUhs., ft~m such 1 
date, : . 

(ii) in any other case, within two months .ftQrn..,thatf 
dat~-· 

(1B)- Any instrument·of transfer which--is not·in·.conformity 
with the provisions- of ·sulH>edion· (1A)' shaU: not• be-'- accepted 
by a company after. the expiry; of:six:monfus:.,of t~ coming ~to 
force of:the Companies' (Amendment)~Act;:-1966~~ 

(1C) The. provisiom .of sul>-s'ecu~n (1A):shail;not·apply -to 
any person; depositing ·any. shares• with -the~ State ~Bo.n\li of: India 
or· any Scheduled bank 'or· financial institution appr9V~ by, the 

2122(B) LS-2. 
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~omp{lnY._~aw. ~~rd by no.tification ~n the Official Gazette, by 
way of security for the repayment of any loan advanced to, or 
the perform~n~ of an,y _obligation -~d~rt~ken by, such person. 
_. (1D) Notwithstanding anything m sub-section (IA) or sub

section . (1B), where in the opinio~. of the Company Law Board s 
it is necessary so to do to avoid hardship in any case, the Board 
may on an application made. to it in that behalf, extend the 
perioclS mentioned in those sub....sectians by such further time as 
it may deem fit and the Central Government shall cau.Se to be 

·shown in the annual report laid before the Houses of Parliament_ 10 
under .section 638 the number of extensionS granted hereunder· 
and the period ~f eacll such extension." ... ,. . ~-

.. .. • h - •• I •- "0' -

. 14. -In section 111 of the principal Act, except in sub-section 
(4A), for .the words "the Central (}(;>vernment'- or the words "that 

. G:overnment", wherever they occur, the w~ds "the Tribunal" shall,.:I5 
.in ~t of any appeal made after the commencement of this Act, 
·be substituted~ l 

·r . is. In section 149 of the principal Act, after su~-~~~~~~ (2)' the 
following swb-sections shall be inserted, namely:.....:.. - -

,. - . . - ·.· 

.• . . ." (2A) Without prejudice to the provisions . of su~ec- 20 

· t.ion (1) and sub-section (2) a company having a share capital, 
whether or not it has iSsued a prospectus inviting. the public to 
subscribe for its shares, shall not at any: time commence any 
business- : · ' ' 

(a) if such· company is a company in existence imme-_ 25 
· diately before the commencement of the Companies (Amend

ment) Act, 1965, in relation to any of the objects stated in its 
memorandum in pursuance of -clause (c) of sub-section (1) 
of section 13; 

(b) if such comp~y is a company formed after such 
30 

commencement, in relation to any of the objects stated in its ... 
memorandum in pursuance· of swb-clause (ii) of clause (d) 
of sub-section (1) of the said section, · ' 

unless- · · 
(i) the company has approved of the. commencement of 35 

any .such business by a special resolution passed in that 
b~half by it in general meeting; and 

. . (i~) there has been filed with the Registrar a duly veri
fied declaration by one of the directors or the secretary, in 
the prescribed form, that clause (i) has been complied with; 40 

and if the company commences any such business 
travention of this sub-section, every· person who is 

in con
responsi-



3 
ble for the cont~a.vention shall, without prejudice to· any .other! 
liability, be punishable witll fine- which may extend to five 
hundred rupees for every day during which the contravention 
continues. 

s - Explanation.-A company shall ·be deemed to commence any 

10 
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business within the meaning of clause (a) if and. only if it com
mences any new busine55 which is not germane to the business 
which it is carrying on at the commencement of .the Companies! 
(Amendment} Act, 1965 in relation.to any of the obiects referred 
to in the said clause. 

(2B) Notwithstanding anything contained in sub-section 
(2A) where no such special reSolution as is referred to. in that 
sub-section is passed but the vot~s cast (whether .on a sho~ of 
hands or, as the case may be; on a 'poll) m: favoUr of the proposal 
to commence any business contained in the resolution moved in 
that general meeting (including the casting vote, if any, of the 
chairman) by members who, being entitled so to do, vote iri per
son, or where proxies are allowed, by ·proxy, exceed the votes, if: 
any, cast against the proposal by members so entitled and voting, 1 

the Company Law Board may on an application made to it by the 
Board of directors in this behalf allow the company to commence 
such business as 1~ the proposal had been passed by ·a special 
resolution by the 'company in general meeting.". · 

16. In section 153B of the principal Act, in sub-section (4) ,-

(i) in clause (b), for the wnr& "where the trust money 
invested in shares in, or debentures of, a company", the words 
"where the value of the shares in, or debentures of; a com pan~, 
held fn trust" shall be substituted; 

(ii) the following Explanation shall be inserted at the 
end, namely:- · 

'Explanation._.:_The expression "the value of the shares 
in, or debentures of, a company" in clause. (b) means.~ 

• 

(i) in the case of shares or debentures acquired by 
way of allotment or transfer for . consideration, the 
cost of acquisition thereof, and . • 

(ii) in . any other case, the paid-up · value of the 
shares or debentures.'. 

• . . • 

Amead
ment of 
section 
153B. 

17. In section 163 of the p~incipal Act, in sub-section (1), in the Amen<l-

40 prOviso, in clause (i), the word "and" shall be imerted at the end m~nt of 
and clause (ii) shell be omitted. section 

181. 
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18. 'In section 174 of the principal Act, in sub-section (1) ~ for 
the- words "public company, and two members personally present 
in the case of a private company,", the words, brackets. figures and 

.letter "public company (other than a public company which has 
·become such by :virtue of section 4.~A), ar.d two members personal- 5 · 
ly present in the case .of any other company," shall be substituted. 

19. :In !.Section 203 of the principal Act, in sub-section (6), the 
,words~·brackets ·and figures •, and for the p1,1rposes of the said ,Sub.: 
clause-' (ii)~ the ·expression "officer"· shall include. any· person in 
accordance with whose directions or instructions the Board of 10 

directors.· .of the company has been accustomed · to act' shall be ·. 
omitted.:. . 

ZO.,ln ~ction .209 of .the principal Act,---- ~ ~ 

. (a) in sub-section (1)~. 

· (i) in clause (b), the word ·"and" occurring at the end t) 

shall'be omitted; 

(ii). in. clause. (c), the -word "and" shall be inserted at 
. the_end~ 

(iii) after clause (c), the following. clause shall 
be inserted; namely:-· 20 

· "(d) in the case: _of a company pertaining to any 
class of . companies engaged in production, processing, 
manufacturing or mining activities, such particulars re-

.. lating .to utilisation of material or labour as may be 
prescribed, if such class of companies is required by the 25 

. Central .. Government to include such particulars in the 
books of account;"; 

(b) for. sub-section ( 4), the following sub-section shall be 
substituted, namely:..,_ · 

• 

11 (4)' (a) The books of account and other books and 30 
papers shall be open to' inspection by any · director durlng 
business hours. . . 

(b) The books of account and other books and papers 
shall be open to inspection during 'business· hours-

(i) by the Registrar, 35 

(ii) ·by any officer of Government authorised by the 
Central Government in this behalf: 

• • "' • • • 
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Provided • • •' that such inspection'·may be·made 
without giving any previous notice to the company or any 
officer thereof. · 

(c) The Registrar or such officer may during the course 
of inspection- · 

(i) make or cause to be made copies of the books 
of account and other books and papers, 

(ii) place or cause to be placed any marks of iden-. 
tification thereon in token of the inspection having been 

··made. ·· · · 

(d) In order to en<\ble the Registrar or such officer to . 
make an inspection of the books of account and other books 
and papers of the company, it shall be the ·duty of the 
company-

(i) to produce to the Registrar ·or such officer such 
books of. account and other books and ·papers of the 
company as the Registrar or. such· .officer may require, 

(ii) otherwise to give to the Registrar or such offi· 
cer all assistance in connection· with · .the inspection 
which the company is reasonably able to' give."; 

(c) In sub;-.6ection (4A), after ·the words · "preceeding the 
CUITent year", whereve~ ·they occur, ·the words "together with 
the vouchers r~levant to any entry in such books of account" 
shall be inserted; 

(d) in sub-section (6) ,-
(i) in clause (a), the following shall be inserted at the 

end, namely:-
"and all cftlcers and other employees and agents [as 
defined in sub-section (6) of section 240 but excluding 
bankers and legal advisers] of such managing agent or 
secretaries and treasurers"; 
(ii) in clause (c), the word "and, occurring at the end 

shall be omitted; 
(iii) in clause (d), the word "and'~ shall be inserted at 

the end; · 
(iv) after clause (d), the following' clause: shall be in· 

serted, namely:--:-
" (e) whether or not a company has a. managmg 

agent or secretaries andtreasurers, every officer and 
other employee and agent (defined as aforesaid) of the 
company.". 
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%1. ~ section 227 of the principal Act,-

. {a) after sub-section (1), the following sub-nction shall 
be inserted, namely:-

•• (lA) · Without prejudice to the provisions of sub-sec-
tion (1), the auditor shall inquire- S 

(a) whether loans and advances made by the com
pany on the basis of security have been properly secured 
and whether the terms on which they have been made 
are not prejudicial to the interests of the company or its 
members; Io 

(b) whether transactions of the company which 
are represented merely by book entries are not preju .. 
dicial to the interests of the company; 

. (c) where the company is not an investment com
_pany within the meaning of section 372 or a banking 1 5 
company, whether so much of the assett; of the com
pany as consist of shares, debentures and ether securities 
have been sold at a price less than that at which they 
_were purchased by the company; 

·(d) whether loans and advances made by the com- 20 

pany have 'been shown as deposits; -
(e) whether personal expenses have been charged 

to revenue account; 

(f) where it is stated in the books and papers of 
the company that any shares have been- allotted for 2.5 

. cash, whether cash has actually been received in res
~ct of such allotment, and if no cash has actually been 
so received, whether the position as stated in the ac
count books and the balance-sheet is correct, regular 
arJd not misleading."; 30 

(b) after sub-section ( 4) , the following sub-section shall be 
inserted, namely:-

;, (4A) The Central Government may. by general or 
special order, direct that, in the case of such class or des-

. cription·of companies as may be specified in the order, the 35 
auditor's report shall also include a statement on such mat
ters as may be specified therein: 

Provided that before making any such order the Central I 
. Government may consult the Institute of Chartered Account

ant&. of India eonstituted under the Chartered Accountanhl ._ 0 
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Act, 1949, in regard to the class or description of companies 
and other ancillary matters proposed. to be specified therein 
unless the Government decides that such consultation is 
not necessary or expedient in the circumstances "of the case.". 

' %%. In section 228 of the principal Act, in sub-section. ( 4) , for the Amend-
wordS"':•may, by rules made in this behalf, exempt", the words "may me~tof 
make rules providilig for the exemption of" shall be substituted. ~~~~Ion 

23. After section 233A of the principal Act, under the sub-head- Insertion 

ingrcAudi~'. the following section shall be inserted, namely:- ofnt~w 
· sec 1on 

. 233B. 
IO "233B. (1) Where in the opinion of the Central Govern- Audit of 

ment it is necessary so to do in ·relation to any company engaged cost acco-

in production, processing, manufacturing or mining activities,. un~ ~n 
the Central Government may, by general or special order, direct ~:e:~ 
that an audit of cost accounts of the company shall be conduct-

'S ed in such manner as may be specified in the order by an audi
tor who shall be either a cost accountant within the meaning of 
the <::ost and Works Accountants Act, 1959, or any such chartered 
accountant within the meaning of the Chartered Accountants 
Act, 1949, or • • • other person, as possesses the prescribed 
qualifications. 

.·• 

2S 

so 

3S 

(2) An auditor under this section shall be appointed by the 
company in general meeting and the provisions of section 224 
shall apply, as far as may be, in :relation to 'such auditor as they 
apply in relation to an auditor appointed under that section. 

(3) An audit conducted by an auditor under this section 
shall be in addition to an audit conducted . by an auditor ap
pointed under section 224. 

(4) An auditor shall have the same powers and duties in 
relation to an audit conducted by him under this section as an 
auditor of a company has under sub-section (1) of section 227 
and such auditor shall make his report to the Company Law 
Board in such form and within such time as may be prescribed 
and shall also at the same time forward a copy of the report to 
the company.". 

• • • • • * 

U. In section 234A of the principal Act,- Amend-
- (a) in sub-section '(1), after the words "make an applica- me~t o~ 

tion" the words "to the Tribunal or" shall be inserted; se~on 
(b) in sub-section (Z), for the word "Magistrate"·, the 

23 
· 

words "Tribunal or Magistrate, as the case may be," shall be 
substituted; 
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(c) in sub~section (3) ,-

(i) f~r the word "Magistrate", the words "Tribunal or 
· Magistrate; as the case InJiY be," shall b~ substituted; 

(ii) in the proviso, after the words "extracts from them'', 
the- words "or place identification marks on them or any part . s 

' ·thereof" ·shall be inserted; 
(d) in sub-section (4), after the word "search" and the word 

· ,••searches"; the: words "or ·seizure" and the words "or seizures" 
.shall respectively be inserted. 

· 25. In section 240 of the principal Act,-· 
- , ' ' -10 

(a) in clause (a) of· sub-section (1), for the words "to 
produce i;o an inspector", the words '"to preserve and to produce 

. to an inspector or any person authorised by him in this behalf," 
shall be substituted; 

. (b) after sub-section ( 1) , the following su~sections shall I 5 
be iriserted, namely :- · 

"(1A) The inspector may, with the previous approval 
of the Central.Government, require any body corporate 
• · * * [other than a body corporate referred to in su~ 

section (1)] to furnish such information to,· or produce such 20 

books and papers before, him or any . person 'authorised. by 
· him .in this behalf aS' he may consider necessary if the fumi
:shing bf such information or the production of such books 
and papers is relevant or necessary for the purposes of his 

·· in'V'estigation. 2 5 

(1B) The inspector may keep in his custody any books 
·and papers produced under sub-section (1) or su~section 

(IA) for six months and thereafter shall·return the same 
. to the company, body corporate, firm or individual by whom 
·or on whose behalf the books and papers are produced: 30 

·Provided that the inspector· may call for the books and . 
. papers if th~y ·are needed again: 

Provided further that if certified copies of the books and 
papers produced under sub-section (1A) are furnished to the 
inspector, he shall return those books and papers to the body 35 
corporate * * * concerned."; 

(c) for sub-sections '(2), (3), (3A) and (4), the follo'\\"ing 
sub-sections· shall be substituted, namely:-

.. (2) An inspector may examine ·on oath-

( a) any of the persons referred to in sub-section 40 
(1); and 
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(b) with the previous approval of the Central 
Government, any other person, 

in relation to the affairs of the company, other body cor
porate, managing agent, secretaries and treasurers or e.sso-

S ciate, as the case may be; and may administer an oath 
accordingly and for that purpose may require any of those 
persons to appear before him p·ersonally. 

10 

., 

.zo 

(3) If any person fails without reasonable cause or 
refuses--

(a) to produce to an inspeetor or -any person 
authorise~;! by him in this behalf any book or paper. 
which it is his duty under sub-section (1) or sub
section (1A) to producei ·or 

(b) to furnish any information which it is his duty 
under sub-section (1A) to furnish; or • 

(c) to appear before the inspector personally when 
required to do so under sub-section (2) or to answer 
any question which is put to him by the inspector in pur
suance of that sub-section; or 

(d) to. sign the notes of any examination referred 
to in su~section (5), 

he shall be punishable with imprisonment for a term which 
may extend to six months, or with fine which may extend 
to two thousand rupees, or with both, and also with a further 
fine which may extend to two hundred rupees for every 
day after the first during which the failure ·or · refusal 
continues."; ' 

(d) in sub-section (5), the word, brackets and figure .. or 
(4)" shall be omitted. 

30 %5. In section 240A of the principal Act,- Ameoo-
- mentof 

(a) in sub-section (1), after the words .. make an applica- section 
tion", the words "to the Tribunal or" shall be inserted~ 240A. 

(b) in sub-section (2), for the word "Magistrate", the words 
"Tribunal or 1\IJgistrate, as the case may be," shall be substi-

3S tuted; : 'f .,. · ; · · 

(c) in sub-section (3)-

(i) for the word ·"Magistrate", the words "Tribunal or 
!\Iagistrate. a:\ the rase mav be,'.' shall b~ substituted; 
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(ii) the following proviso shall be inserted et the end. 
namely:-

"Provided that the inspector may, before returning 
such books and papers as aforesaid, place identification 
marks on them or any part thereof."; 5 

(d) in sub-section ( 4), after the word "search" and the word 
"searches", the words .,or seizure" and the words "or seizures" 
shall respectively be inserted. 

Z7. In section 241 of the principal Act, in clause (a) of sub
sectiOn (2), after the words "any r~port", the brackets and words IO 

" (other than an interim report) " shall be inserted. 

28. After section 250 of the principal Act, the following section 
shafibe inserted, namely :-

~'250A. An investigation may be initiated under section 235, 
237, 239, 247, 248 or 249 notwithstanding that- 15 

(a) an application has been m~de for en order under 
section 397 or section 398; or 

(b) the company has passed a special resolution for 
voluntary winding up, 

and no investigation so initiated shall be stopped or suspended 20 

by reason only of the fact that an application referred to in 
clause (a) has been made or a special resolution referred to in 
clause (b) has been passed.". 

. . 
· Z9. In section 252 of the principal Act,-

(i) in sub-section (1)' for the words "public company", the 25 
words. brackets, figures and letter .,public company (other than 
a public company which has become such by virtue of section 
43A)" shall be substituted; 

(ii) in sub-section (2), for the word "private", the word 
"other" shall be substituted; · 30 

30. To section 259 of the principal Act, the following proviso shall 
be added, namely :-

"Provided that where such permissible maxtmum is twelve 
or less than twelve, no approval of the Central Government shall 
be required if the increase in the number of its directors does 3' 
not make the total number of its ctirectors more then twelve. •. 
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3L In section 264 of the principal Act,- Amend· - . . ~~ 
(t) in sub-section (1), for the words "other than a person", section 

the words "other than a director retiring by rotation or other· 26"

wise or a person" shall be substituted; 

3 . (ii) for sub-section (2), the following sub-section shall be 

• 

IQ 

15 

substituted, namely:-

"(2) A person other than-

( a) a director re-appointed after retirement by rota. 
tion or immediately on the expiry of his ten~ of office, 
or · 

(b) an additiona} or alternate director, or a person 
tllling a casual vacancy in the office of a director under 
section 262, appointed as a director or re-appointed as an 
additional or alternate director, immediately on the 
expiry of his t~rrp. of office, or 

(c) a person named as a director of the company 
under its articles as first registered, 

shall \Ilot act as a director of the company . unless he has 
within thit\y days of his appointment signed and filed with 

20 the Registrar his consent in writing to act a~ such director.''. 

32. In section 266 of the principal Act, su~section ( 4) shall 
omitted. • 

be Amend
mentor 
section 
266. 

33. Section 271 of the principal Act shall be omitted. Omisilion 
of section 
271. 

34. In section 273 of the principal Act, for. the word and figures Amend-

25 "to272", the word and figures "and 272" shall ·be substituted. 1 me~tof 
. section 

273. 

35. In section 280 of the principal Act, for sub-sections (1) and Amend~ 
mentof 

(2) ;the following sub-sections shall be substituted, ·namely :- section 

... 
"{1) Save as otherwise provided in this section, a person 

shall not be capable of being appointed, or shall not act as, a 
director of a public co:rppany or of a private company which is a 
subsidiary of a public company, if h~ has attained the age of 
seventy-five years. 

2122 (B) L.S.-4 
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(2) A director of a public company or of a private company 
which is a subsidiary of a public company, shall vacate his office 
at the conclusion of the annual general meeting commencing 
next after he attains the age of seventy-five years:' 

.Provided that a director who has attained the age of seventy- .. S 
five years before the commencement of the Companie.s (* * * 
Amendment) ·Act, 1965 and ~s in office at such commencement 
shall vacate his olii'Ce at the conclusion of the first annual 
general meeting held after such commencement.". 

36. Section 281 of the principal Act shall be omitted. 

37. In section 282 of the principal Act, for the words "sixty-five 
yearS'', the words "seventy-five years" shall be substituted. 

10 

Amend- 38. In section 285 of the principal Act, for the words beginning 
me~t of 

285 
wiiii""three ·calendar months" and ending with· "and the date of the 

sec ton ·next meeting", the words "three months and at least four such 15 
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f..,r loss of 
office in 
certain 
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meetings shall be held in every year" shall be substituted. 

39. After section 294 of the principal Act, the foll~wing section 
shallbe inserted, namely :-

"294A. (1) A company shall not pay or be liable· to pay to 
its sole sE!lling agent any compensation for the loss of his office 20 

in the following cases :-

(a) where the appointment of the sole selling agent 
ceases to be valid by virtue of sub-section (2A) of section 
294; . 

(b) where the sole selling agent resigns his office in 2$ 
view of the reconstruction of the company or of its amalga ... 
mation with any other body corporate or bodies corporate 
~nd is appointed as the sole selling agent of the reconstructed 
compa~y or of the body corporate resulting from the amal
"amation• ' 
p ~ ~ 

(c) where the sole selling agent resigns his office, other
·wise t?an on the reconstruction of the compa.n:y QJ; its a:m,a1-
ga~8ttiOn as a,fo:r;esaid• 
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ii 
(d) where the sole selling agent has been' guilty of 

fraud or breach of trust in relation to, or of gross negli- . 
gence in, the conduct of his duty as the sole selling agenti 

(e) where the sole selling agent has instigated, or has 
taken part directly or indirectly in bringing about,· the ter• 
mination of the sole selling agency. 

(2) The compensation which may be paid by a company to 
its sole selling agent for. loss of office shall not exceed the 
remuneration which he would have earned if he had been in 
office for the unexpired residue of his term, or for three years,. 
whichever is shorter, calcui.ated' on the basis of the average 
remuneration actually earned· by him during a period of three 
years immediately preceding the date on which his office ceased 
or was terminated~ or where he held his office for a lesser period 
than three years, during such period.". 

_ 40. In section 303 of the principal Act, in sub-section (2), the Amend

words "or in any of the particulars contained in the ~egister" and the me~t of 
proviso shall be omitted. · ;~~10n 

• • • • • 

41. In section 309 of the principal Act,- Amend
mentof 

the section 
309. 

-
(i) in sub-section (1), the following shall be added at 

end, namely:-

"and the remuneration payable to any such director deter
mined as aforesaid shall be inclusive of the remuneration pay
able to such director for services rendered by him in any 
other capacity: 

Provided that any remuneration for services rendered by 
any such director in any other capacity shall not be so in-
cluded if- · 

(a) the services rendered are of a professional na" 
ture, and 

(b) in the opinion of the Central Government, the 
director possesses the requisite qualifications for the prac
tice of the profession • • • "· 
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is 
($i) for sub-section (4), the following sub-section shan be 

substituted, namely:-

" (4) A director who is neither in the whole-time em
ployment of the company nor a managing director may be 
paid remuneration---:- 5 

either 

(a) by way of a monthly payment with the approval 
of the Central Government; 

or· 

(b) by way of commission if the company by special 10 

TP.solution authorises such payment: 

Provided that the remuneration paid to such director, or 
where there is more than one such director, to all of them 
together, shall not exceed-

(i) one per cent. of the net profits of the company, IS 
if ihe company has a managing or whole-time director, a 
managing agent or secretaries and treasurers or a mana·· 
ger; 1 

(ii) three per cent. of the net profits o! the company, 
in any other case: 1 \ 

Provided further that the company in general meeting 
may, with the approval of the Central Government, authorise 
the payment of such remuneration at a rate. exceeding one 
per cent, or, as the case may be, three per cent. of its net 
profits.". · 

42. To- section 310 of the principal Act, ihe following proviso shall - . -be added, namely:-

:o 

"Provided that the approval of the Central Government shall 
not be required where any such provision or any amendment 
thereof purports to increase, or has the effect of increasing, the 30 
amount of such remuneration only by way of a fee for each 
meeting of the Board or a committee thereof attended by any such 
director and the amount of such fee after such increase does not 
exceed two-hundred and fifty rupees.". 

43. In section 314 of the principal Act,-

(a) in sub-section (1)--1 

(i) for the words "previous consent", the word "con
sent" shall be substituted; 
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(ii) for the proviso, the following proviso shall be subsli.& 
tuted, namely:- · · • 

"Provided that it shall be sufficient if the special 
resolution according the consent of the company is pass
ed at the general meeting of the company held for the 
f.rst time after the holding of such office or place of 
profit: · . 

Provided further that where a relative of a director 
or a firm in which such relative is a partner, is appointed 
to an office or place of profit . under the company or a 
subsidiary thereof without the knowledge of the director, 
the consent of the comp~ny may be obtained either in the 
genera1 meeting aforesaid or within three months from 
the date of, the appointment, whichever is later."; 

(b) for sub-section (2), the following sub-section shall be 
substituted, namely:-

"(2) If any office or place of· profit is held in contraven
tion of the provisions of sub-section (1), the director, partner, 
relative, firm, private company, managing agent, secretaries 
and treasurers or the manager, concerned, shall be deemed to 
have vacated·'his or its office as such on and from the date 
next following the date of the general meeting of the com

. pany referred to in the first proviso or, as, the. case may be, 
the date of the expiry of the period of three months referred 
to in the second proviso to that sub-section, and shall also be 
liable to refund to the company any remu,neration received or 
the monetary equivalent of any perquisite or advantage en
joyed by him or it for the period immediately preceding the 
date aforesaid in respect of such office or place of profit.". 

44. In section 370 of the principal Act,

(a) in sub-section (1)-

Amend
mentof 
section 

. S"IO. 
(i) the words "which is under the same management as 

the lending company" shall be omitted; 

(ii) the following provisos shall be added at the end, 
namely:-

"Provided that no special resolution shall be neces-1 
sary in the case .of loans made to other bodies corporate 
not under the same management as the lending company 
where the aggregate of such loans does not exceed ten 



:io 
per cent. of the aggregate of the subscribed capital of I 
the lending company and its free reserves: 

• Provided further that the aggregate of the loans • 
made to all 'bOCITeS' corporate shall not exceed without 
the prior approval of the Central Government- s 

(a) thirty· per cent. of the aggregate of the 
subscribed capital of the lending company and its 
free reserves where all such other bodies corporate 
are under the same management as the lending 
company; 

(b) twenty per cent. of the aggregate of the 
subscribed capital of the lending company and its 
free reserves where all such other bodies corporate 
aDe under the same management as the lending 
company. 

Explanation.-!£ a special resolution has been 
passed by the lending company authorising the making 

10 

IS 

of loans up to the limit of thirty per cent. of the aggre
gate specified in clause (a), or, as the case may be, of 
twenty per cent. of the aggregate specified in clause (b), 20 

of the second proviso, then, no further special resolution 
or resolutions shall be deemed to be necessary for the 
making of any loan or·loans within such limit."; 

·(b) in sub-section (lC), in clause (b), after ·the words "pro-. 
vided by the landing company", the words "in relation to any 25 
such body corporate" shall be inserted; 

,. 
, (c) in sub-section (lD), for the words "every such loan, 

guarantee or security", the words, brackets, figure and letter 
"every loan, guarantee or security referred to in sub-section 
(lC)" shall be substituted; 

(d) in sub-section (2), in clause (a), for sub-clause (iii), the 
following sub-clauses shall be substituted, namely:-

'~(iii) by a banking company, or an insurance company, 
in the ordinary course of its business; 

30 

(iv) by a private company, unless it is a subsidiary of a 3S 
public company; 

(v) by a company established with the object of 
financing industrial enterprises;"; 
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(e) after sub-section ( 4) , the following sub-section shall be 1 
inserted, namely:-

" (5) Where before the commencement of the Companies 1 

(Amendment) Act, 1965, any loan, guarantee or security has 1 

been made, given or provided by a company which could 
not have been made, given or provided under this section as 
amended by that Act, and such loan, guarantee or security 
is outstanding at such commencement, the company shall, 
within six months from such commencement, enforce the 
repayment of the loan made or, as the case may be; revoke: 
the guarantee given or the security provided, notwithstand-] 
ing any agreement to the contrary: 

· Provided that the aforesa.id period of six months. mayl 
be extended by the Company Law Board on an application 
made to it in that behalf by the company.". 

45. In section 372 of the principal Act, in sub-section (13), after · Amend .. 
the"Word, brackets and figure "sub-section (2) ", the words, brackets me~t of 
and figure "and sub-section (5)" shall be inserted. ~;~ on 

• 
46. In section 391 of. the principal Act, . to sub-section (2), the Amend- · 

20 following proviso shall be added, namely:- ment of 
section 

25 

"Provided that no order sanctioning any compromise or ar-
rangement shall be made by the Court unless the Court is satisfied 
that the company or any other person by whom an application 
has been made under sub-section (1) has disclosed to the Court, 
by affidavit or otherwise, all material facts relating to the com
pany, such as the latest financial position of the company, the 
latest auditor's report on the accounts of the company, the pen
dency of any investigation proceedings in relation to the company 
under sections 235 to 251, and the like.". 

391. 

47. In section 394 of the principal Act, to sub-section (1),' the Amend. 
30 - · mentof 

following provisos shall be added, namely:- section 

"Provided that no compromise or arrangement proposed for 
the purposes· of, or in connection with, a scheme for the amalga
mation <>f a company, which is being wound up, with any other 

35 company or-companies, shall be sanctioned by the Court .unless 
th~ Co1,1rt ~as r~c~iv~d. a report from the Companr Law Bo:gd. 

394. 



or the Registrar that the affairs of the company have not been 
conducted in a manner prejudicial to the interests of its mem
bers or to public interest: · 

Provided further that no order for the dissolution of any 
transferor company under clause ( iv) shall be made by the Court 5 
unless the Official Liquidator has, on scrutiny of the books and 
papers of_ the company, made a report to the Court that the 
affairs of the company have not been conducted in a manner pre~ 
judicial to the interests of its members or to public interest.". 

Insertion 
of new 
section 
394A. 

· · 48. Mter section 394 of the principal Act, the following section 10 

shall be inserted, namely:- -

Notice to 
be given 
to Centrail 
Govern
ment for 
applica
tions under . 
sections 
39land 
394. 

Amend· 
mentof 
section 
395. 

. "394A. The Court shall give notice of every application 
made to it under section 391 or 394 to the Central Government, 
and shall take into consideration the representations, if any, 
made to it by that Government before passing any order under IS 
any of these sections.". 

49. In section 395 of the principal Act,-- . (a) in sub-section (3), for the words "the transferor com
pany shall thereupon register the transferee company as the 
holder of those shares:", the following shall be substituted, 

20 
namely:-

"the transferor company shall-

(a) thereupon register • • the transferee company 
as the holder of those shares, and 

(b) within one month· of the date of such registra- 25 
tion, inform the dissenting shareholders of the fact of 
such registration and of the receipt of the amount or 
other consideration r~presenting the price payable to 
them by the transferee company:"; 

(b) after sub-section (4), the following sub-section ~all 30 
be inserted, namely:- · · 

"(4A) (a) The following provisions shall apply -in rela
tion to every offer of a scheme or contract involving the 
transfer of shares or any class of shares in the transferor 
company_ to the transferee company, namely:-

35 
(i) every such offer or every circular containing 

such offer or every recommendation to the members of 
the trarisfero.r company by its directors to accept such 
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offer shall be accompanied by such in:form.ation as may 
be prescribed; · · ' 

(ii) every such offer shall contain ·a statement by 
or on behalf of the transferee company, disclosing tha 
.;teps h. has taken to ensure that necessary cash will be · 
available; · 

(iii) every circular containing, or . recommending 
acceptance of, such offer shall be presented to the Re-

1 gistrar for registration and no such circular· shall •· be . 
Issued until it is so registered; 

(iv) the Registrar may refuse to register any such 
circular which does not contain the information requir
ed to be given under sub-clause (i) or which sets out 
such information in a· .manner likely to givEf a Jalse 
impression; and f 

. ,. '· 
(v) an appeal shall lie to the ·Court· against an 

· order of the Registrar refusing to register any · such 
circular. · 

(b) Whoever issues a circular referred to in sub-clause: 
(iii) of clause (a)' which has not been registered, shall be 
punishable with fine which may extend to five hundred 
rupees.". l · !. 

50. In the principal Act, in Chapter V of Part VI, after section Insel'tlon 
396;ihe following section shall be inserted, namely:~' of new 

·section 
896A. 

"396A. The books and papers of ~ comp~y which has been Preserva. 
amalgamated with, or whose shares have. ·been acquired by, tion of 
another company under this Chapter shall not be disposed of books and 

without the prior permission of the Central Government and ~a~~a~t 
before granting such permission, that Government may appoint. mated 
a person to examine the books and papers or any of them for company. 
the purpose of ascertaining whether they contai!l any evidence 
of the commission of an offence in connection with the promotion 
or formation, or the management of the affairs, of · the first-· 
mentioned company or its amalgamation or the acquisition of its 
·shares.". ,. . 

Sl. (1) In the principal Act, in Chapter VIl·of Part VI,- Amend. 
- . .. mentof 

(a> in the heading, for the words 4'ADVISORY CoMMISSION", Chapter 
the words "ADVISoRY CoMMITTEE'' shall be substituted; vn of 

. · PartVI. 

2122 (B) L.S-5. 
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(b) for sections 410, 411, 412, 413,, 414 and 415, the following 
section shall be substituted, namely:-

"410. For the purpose of advising the Central Govern
ment and the Company Law Board on such matter;; arising 
out of the administration of this Act as may be referred to S 
it by that Government or Board, the Central Government 
may constitute an Advisory Committee consisting of not 
more than five persons. with suitable qualifications.". 

(2) All .cases pending before the Advisory Commission imme
diately before the commencement of this Act shall stand transferred IO 

~o the· Central Government on such commencement and the Central 
'tovernment may dispose of such cases in such manner as it deems 
fit -

52. In secticn 497 of the principal Act,-

(a) in sub-section (3), for the words "Registrar a copy of the IS 
account, and· shall make a return to him", the words "Registrar 
and the Official V.quidator a copy each of the account and shall 
make a return to each of them" shall be substituted; 

· (b) for sub-sections ( 5) and ( 6) , the following sub-sections 
shall be substituted, namely:- 20 

"(5) The Re.gistrar, on receiving the account and either 
the return mentioned in sub-section (3) or the return men
tioned in sub-section (4), shall forthwith register them. 

(6) The Official Liquidator, on receivin!! the account and. 
either the return mentioned in sub-section (3) or the return 2 5 
mentioned in !':Ub-section (4), !'1h~11. as soon as may be, mal{e, 
and the liquidator and all officers, pa<=t or present, of the 
company shall Rive the Official Liquidator all reasonable 
facilities to make, a scrutiny of ·the bo0ks and papers of the 
company and if on such scrutiny the Official Liquid:~tor makes 3° 
a report to the Court that the affairs of the company have 
not been conducted in a manner prejud:cial to t'Pe interests 
of·its members or to public interest. then, from th"" d'1te of 
the submission of the report to the Court the company shall 
be deemed to be dissolved. 35 

(6A) If on such scrutiny th~ Official Liauidator ma'll::es a 
report to the Court that the affairs of the companv have been -
conducted in a manner prejudicial as aforesaid. the Court 
shall by order direct the Official Liquidator to make a further 
investigation of the affairs of the ccmpany and for that 4° 
purpose shall invest him with all such powers a~ the Court 
may deem fit. 
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(6B) On the receipt of the report of the Official Liqui~ 
dator on such further investigation the Court may e1ther 
make an order that the company shall stand dis.sol ved with 
effect from the date to be specified by the Ccurt therein or 
make such other order as the circumstances of the case 
brought out in the report permit.". 

53. In section 509 of the principal Act,- Amend• 
(a) in sub-section (3), for the words "Registrar a copy of ~:i~~fso$1. 

the account, and shall make a return to him", the words "Regis-
trar and the Official Liquidator a copy each of the account and 
shall make a return to each 'of them'', shall be substituted; 

(b) for sub-sections (5) and (6), the· following sub-sections 
shall be substituted, namely:-

" (5) The Registrar, on receiving the account and also, 
in respect of each such meeting, either the return mentioned 
in sub-section (3) or the return menticned in sub-section (4), 
shall forthwith register them. 

(6) The OtJicia~ Liquidator, on receiving the account and 
either the return mentioned in sub-section (3). or the return 
mentioned ih sub-section (4), shall, as soon as may be, make, 
and the liquidator and all officers, past or present, of the 
company shall give the Official Liquidatcr all reasonable 
facilities to make, a scrutiny of the books and papers of the 
company and if on such scrutiny the Official Liquidator 
makes a report to the Court that the atfairs of the company 
have not been conducted in a manner prejudicial to the 
interests of its members cr to public interest, then, from th~ 
date of the submission of the report to the Court the com-
pany shall be deemed to be dissolved. · 

(6A) If on such scrutiny the Official Liquidator makes 
a report to the Cou.rt that the affairs of the company have 
been ccnducted in a manner prejudicial as aforesaid, the 
Court shall by orc;ler direct the Official Liquidator to make a 
further investigation of the affairs of the company and for 

· that purpose shall invest him wjth all such powers as the 
Court may deem fit. A 

(6B) On the ·receipt of the report of the Official Liquida
tor on such further investigation the Ccurt may either make 
an order that the company shall stand dissolved with effect 
from the date to be specified by the Court therein or make 
such other crder as the circumstances o.f the case brought 
out in the report permit.". 
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54. After· section 511 of the principal Act, the following se~ion 
shall be inserted, namely:-

, 
1 

. '511A. The provisions of section 454 shall, so far as may be, 
apply to every voluntary winding up as they apply to the wind· 
ing up by the Court except that references to-

(a) the Court shall be omitted; 

. (b) the Official Liquidator or the provisional llquida
. · to.r shall be construed as references to the liquidator; and 

(c) the "relevant date'' shall be construed as references 
to the date of commencement of the winding up.'. 10 

55. In section 593 of the principill Act, in clause (c), the words 
·"orthe ·particulars contained in the list of the directors and secre-
-tary" shall be omitted. 
1 <. I i 

56. For section 635A of the principal Act, the following sections -- . . 
.s~ll be substituted, namely:-

' J 

"635A. No suit, prosecution or other legal proceeding !hall 
lie against the Government or any officer of Government or any 

_ .. other. person in respect of anything which is in good faith done 
or intended to be done in pursuance of this Act or any rules or 
-orders made thereunder, or in respect of the publication by or 20 
. under the authority of the Government or such officer of any 
report, paper or proceedings. 

635AA. Notwithstanding anything contained in any other law 
for the time being in force, the Registrar, any officer of Govern
ment or .any other person shall not be compelled to disclose to 25 
any court, tribunal or other authority whence he got any infor
mation which-

(a) has led the Central Government to direct a special 
audit under section 233A or to order an investigation under 

30 
section 235, 237, 247, 248 or 249; or 

(b) is or has been material or :relevant in connection 
with such special audit or investigation.". 



s 

10 

57. After section 637A of the principal Act, under the sub-head- ·Insertion~ 
ing-r.-Grant of approval, etc., subject to conditions and levy of fees of ~ew 
on applications", the following section shall be inserted, namely:- ~~~~n. 

"637B. Notwithstanding anything contained in this Act,- Condona. 
~ tion of 

(a) where any application required to be made to the delays m 
Central Government under any provision of this Act in certain 
respect of any matter is not made within the time specified cases. 
therein, that Government may, fox: reasons to ·be recorded 
in writing, condone the delay; 

(b) where any document required to be filed with the 
Registrar under any provision of this Act is not filed within 
the time specified therein, the Central Government may, for 
reasons to be recorded in writing, condone the delay.''. 

58. After section 640A of the principal. Act, under the sub-head- Insertion 
15 ing-:rSchedules, Forms and Rules", the following section shall be of new 

.JO 

inserted namely:-···· section 
' 640B. 

"640B. (1) .E-very application made to the Central Govern- Forms ot, 
ment under seciion 259, 268, 269, 310, 311, 326, 328, 329, 332, 343, and proce-
345, 346, 352, 408, or 409 shall be in such form as may be pres- du

1
re .in 

"b d 1 .., r.'ft re ·ation 
en e • _ • · i&ia 4 to, certain 

applica-
(2) (a) Before any application is made ~by a company to tions. 

the Central Government under any of the sections aforesaid, 
there shall be issued by or on behalf of the company a general 
notice to the members thereof, indicating the nature of the 
application proposed to be made. 

(b) Such notice shall be published at least once in a news
paper in the principal language of the district in which the 
registered office of the company is situate and circulating in 
that district, and at least once in English in an English news
paper circulating in that district . 

(c) Copies of the notices, together with a certificate by the 
company as to the d1,1e publication thereof, shall be attached to 
the application. · 

(d) Nothing in clause (a), (b) or (c) shall apply to a 
lS private company which is not lhe managing agent of a public 

company.". 
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59. In _Schedule IA of the principal Act, serials 23 to 49 (both 

inclusive)" sha11 be omitted. 

60. The amendments directed in the Schedule, being amendments 
reiailng to matters of minor detail oi" of a clarificatory or consequen
tial nature; shall be made in the sections of the principal Act speci-
fied. therein. · 



mE SCHEDULE 

(See section 60) -
:MrNoR AMENDMENTS L~ THE CoMPANIES Aa~ 1955 

Section 2.-In clause (49A), for "Tribunal constituted", substitute 
s "Companies Tribunal constituted". 

Section 10A.-In sub-section (1), for "constitute a Tribunal", 
substitute "constitute a Tribunal to be known as the Companies 
Tribunal". 

Section 44.-In clause (b) of 'sub-section (1), for ''fourteen", 
to substitute "thirty". 

Section 75.-For "one month", in all places, substitute "thirty 
days". 

Section. 95.-In sub-section (1), for "one month", substitute 
"thirty days". 

15 Sectio'l'i: 97.-In sub-section (1), for "fifteen", substitute "thirty". 

Section. 107.-In .sub-section (5), for "fifteen", subsiitute "thirty". 

Section 125.-For "twenty-one", in all places, substitute "thirty". 

Section 127.-In sub-section (1), for "twenty-one", in .all places. 
substitute "thirty". 

20 Section 128.-For "twenty-one", substitute ·~hirty". 

Section. 137.-In sub-section (1), for "fifteen", substitute "thirty". 

Section. 138.-In sub-section (1), for "twenty-one", substitute 
''thirty". 

Section 145.-l"or "twenty-eighth" and "twenty-ei&ht", substitute 
2! respectively "thirtieth" and "thirty". 

Section 155.-For "Court" and "fourteen", in all plaee.t, substitute 
respectively "Tribunal" and "thirty". 

Section 157.-In sub-section (Z), for "one month", m both places, 
substitute "thirty days". 

'30 Section. 159.-In sub-section (I), for .. forty-tw•"· substitute 
.. sixty". 
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Section 160.-In sub-section (1), for "forty-two" substitute 
"sixty''. 

Section 192.-In sub-section -(1), for "fifteen", substitute "thirty''. 

Section 193.-For "fourteen", in all places, substitute "thirty". 

Section 220.-In sub-section (l), for "at the same time as the 5 
copy of .the annual return :referred to in section 161", substitute 
''within thirty days from the date on which the balance-sheet and 
the profit and loss account were so laid". · 

, _Section. 303.-In sub-section (2), for "twenty-eight", in all places. 
substit~te "thirty'!. · xo 

Section 394.-In sub-section (3), for "fourteen", substitute 
,"thirty".: . ' . 

Section 404.-In sub-section (3), for ":fifteen", substitute "thirty". 

-Section 445-~In sub-section (1) and in· sub-section (lA), for 
"one month", substitute "thirty days". 15 

~-: Section 481:-I:n- sub-section · · (2), . ·.for '•fourteen", substitute 
"thirty". 

Section 509.--In sub-section (6), for "twenty~>ne", · substitute 
"th~rty". 

Section 516.-In sub-section (1), for "twenty-one", substitute 2o 

"thirty". 

Section' 559.-Iri sub-section (2), for. "twenty-one", substitute 
"thirty". 

Section 592.-ln sub-section (1), for "one month", 
"thirty days". 

substitute 

r2S 



APPENDIX i 

(Vide Para 2 of the Report) 

Motion in Lok Sabha for reference of the Bill to Joint Committee 

. '.'That the Bill further to amend the Companies Act,. 1956, be 
referred to a Joint Committee of the Houses consisting of 45 membel's, 
30 from this House, namely:-

(1) Shri S. V. Krishnamoort~y Rao 

(2) Seth Achal Singh 

(3) Shri A. Shanker Alva 

( 4) Shri Ramchandra Vi thai Bade 

(5) Shri Rajendranath B.arua 

(6) Shri Rajendranath Barua 

(7). Shri Dinen Bhattacharya 

. (8) Shri _N. C. Chatterjee 

(9) Shri Sach.irtdra Chaudhuri 

(10) Shri N. Dandeker 

(11) Raja P. C. Deo Bhanj 

(12) Shri Bhaskar Narayan Dighe. 

(13) Shri G. N. Dixit 

(14) Shri Gajraj Singh Rao 

(15) Shri Prabhu Dayal Himatsingka 

(16) Shri Cherian J. Kappen 

(17) Shri R. N. Yadav Lonikar 

(18) Shri Madhu Limaye 

(19). Shri Ghanshyamlal Oza 

(20) Shri Shivram Rango Rane 

(21) Shri J. Ramapathi Rao 

(22) Shri R. V. Reddiar 

(23) Shri Era Sezhiyan 

(24) Swami Ramanand Shastri 

(25) Shri Digvijaya Narain Singh 

31 



32 
(26) Shri Sivamurthi Swami 

(27) Shri Radhelal Vyas 

(28) Shri K. K. Warior, 

(29) Shri Nagendra Prasad Yadav, and 

(30) Shri T. T. Krishnamachari 

and' lS ·from Rajya· Sabha; 

that fu ord~ to coristit~te a sitting of the Joint Committee the 
quo~ shall be ~ne-third of the total number of members of the 
Joint Committee; 

that the Committee shall make a· report to this House by the last 
day of the first week of the next session; · · · 

that in other respects the Ru1es of_ Procedure of this House relat
ing to Parliamentary Committees shall apply with such variations 
and modifications as the Speaker may make; and · 

that. this House recommends to Rajya. Sabha that Rajya Sabha 
dq join the said Joint Committee and communicate to this House 
the names of 15 members to be appointed by Rajya Sabha to the 
Joint Committee." 



APPENDIX II 

(Vide Para 3 of th~ Report) 

Motion in Rajya Sabha .. 

"That this House concurs in the recommendation of the Lok Sabha. 
that the Rajya Sabha do join in the Joint Committee of the Houses 
on the Bill further to amend the Ccmpanies Act, 1956, and resolves 
that the· following members of the Rajya Sabha be nominated to 
serve on the said Joint Committee:- · 

1. Shri Liladhar Asthana 

2. Shri Mohan Singh 

3. Shri Babubhai M. Chinai 

4. Shri Vimalkum.ar. M. Chordia 
5. Shri Khandubhai K. Desai 

6. Shri Suresh J. Desai 

7. Shrimati Shyam Kumari Khan 

8. Prof. Mukut Behari Lal 

9. Shri Dahyabhai V. Patel 
• 10. Shri P. Ramfunurti 

11. Shri N. Sri Rama Reddy 
12. Shri Awadheshwar Prasad Sinha 

13. Shri Rajendra Pratap Sinha 
14. Shri Hira Vallabha Tripathi 

15. Shri Ramesh Chandra Vyas." 

33 



APPENDIX III 

(Vide Para 7 cf the Report) 

Statement of memoranda/representations received by the JoinfJ 
Committee 

Serial Nature of 
No. document From whom received Action taken 

I Memorandum Indian Chamber of 
Commerce, Calcutta. 

Circulated to members 
and evidence taken 
on the 18th January, 
1965. 

2 Do. 

3 Do. 

Do. 

·no. 

6 Do. 

7 Do. 

8 Do.l 

9 

The Indian Mer-
chants' Chamber, 
Bombay. 

The Associated 
Chambers of Com
merce and Industry 
India, Calcutta. 

Northern India Share-
holders Associa-
tion, New Delhi. · 

The Institute of 
Chartered Acc-
ountants of India, 
New Delhi. 

Federation of Indian 
Chambers of Com
merce and Industry, 
New Delhi. 

The Stock- Exchange, 
Bombay. 

Tata Industries Pri
vate Limited, Bombay. 

The Ch me red llns- 1 
titute of Secretaries 
India Association, 
Calcutta. 

34 

Circulated to members 
and evidence taken 
on the I 8th and 19th 
January, 1965. 

Circulated to members 
and evidence taken 
on the 19th January, 
1965. 

Do . .., 

Circulated to 
and evidence 
on the 20th 
1965. 

Do. 

Circulated to 
~and · evidence 
on the 21st 
1965. 

Do. 

members 
taken 

January, 

members 
taken 

Janu1ry, 



~erial Nature of 
No.'j document 

10 .Memorandum 

II Do. 

Do. 

13 Do. 

Do. 

IS Do. 

35 

From whom received Action taken 

The Institute of Cost [Circulated tQ 
and Works Ace- and evidence 
ountants of India, the 2nd 
Calcutta. ~ 1965. 

members 
taken on 
February, 

Bengal National Circulated to members. 
Chamber of Com
merce and .Indus
try, Calcutta. 

Punjab and Deihl Do. 
Chamber of Com
merce and Industry, 
New Delhi. 

Company Law Study Do. 
Circle, Madras. 

Association of Com
pany Secretaries & 
Executives, Calcutta. 

The Bombay Share-

Do.· 

Do. 
.J• holders' Associa-

r6 

17 

18 

19 

20 

21 

22 

Do. 

Do 

Do. 

Do. 

Do. 

Do. 

Do. 

tion, Bombay. 

India, Pakistan and 
Burma Association, 
London. 

ShrrM. N:Joshi, Indore 

Shri A. B. Gandhi, Bombay _ 

The All India Ma
nufacturers' . Orga- ' 
nisation, Bombay. 

The Milliowners' 
Association, Bombay. 

The Merchants' 
Chamber of Com
merce, Calcutta. ' 1 

Shri M. R. Shervani, 
M.P. 

Do. 

Do. 

Do. 

Do. 

De. 

Do. 

·Do. 

23 Nine represen- Different individuals, Placed in Parliament 
L1brary and Members 
informed. 

tations etc. . .. 
~ 



APPENDIX IV 

(Vide para 8 of the Report) 

List of the Association/bodies who gave evidence before the Joint 
Committee 

Serial 
No. Names of Associations/bodies Dates on which 

evidence was taken 

1 Indian Chamber of Commerce, Cal- 18th January, 1965. 
cutta. ; 

2 The Indian Merchan 
Bombay. 

Chamber, 18th & 19th January, 196~. 

3 The Associated Chambers of Com- 19th January, 1965. 
merce and Industry of India, 
Calcutta. 

4 N·orthem India Share-holders As
sociation, New Delhi. 

5 The Institute of Chartered Accoun
tants of India, New Delhi. 

Do. 

Do. 

6 Federation of Indian Chambers of 2oth January, 1965. 
Commerce and Industry, New Delhi,. 

7 · The Stock Exchange, Bombay. Do. 

8 Tata Industries Private Limited, 21st January, 1965. 
Bombay., 

9 The Chartered Institute of Secre- Do. 
1 taries India Association, Cal-

cutta. 

10 The Institute of Cost and Works 2nd February, 1965. 
Accountants of India, Calcutta. 

15 



APPENDIX V 

MINUTES OF THE SI'ITINGS OF THE JOINT COMMITrEE ON 
THE COMPANIES (SECOND AMENDMENT) BILL, 1~ 

I 

First Sitting 

The Committee met on Saturday. the 26th December, 1964 from 
15.00 to 15.40 hours. · · · 

PRESENT 

Shri S. V. Krishnamoorthy Rae>-Chainnan. 

MEMBERS 

LokSabha 

2. Seth Achal Singh 

3. Shri A. Shanker Alva 
' 4. Shri Ramclllmdra Vithal Bade 

5. Shri Bali Ram Bhagat 

6. Shri N. Dandeker 
7. Raja P. C. Deo Bhanj 

8. Shri Bhaskar Narayan Dighe 

9. Shri Prabhu Dayal Himatsingka 

10. Shri Ghanshyamlal Oza · 

11. Shri Era Sezhiyan 

12. Swami Ramanand Shastri 

13. Shri Digvijaya Narain Singh 

14. ·shri Sivamurthi Swami 

15. Shri Radhelal Vyas 

16. Shri K. K. Warior 
17. Shri Nagendra Prasad Yadav. 

Rajya Sabha 

18. Shri Liladhar Asthana 

19. Shri Mohan Singh 

37 
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20. Shri Vimalkumar M. Chordia 

21. Shri Kh.andubhai K. Desai 

22. Shri Suresh J. Desai 

23. Shrimati Shyam Kumari Khan 

24. Prof. Mukut Behari Lal 

25. Shri Dahyabhai V. Patel 

26. Shri N. Sri Rama Reddy 

27. Shri Awadheshwar Prasad Sinha 

28. Shri Rajendra Pratap Sinha 

29. Shri Hira Vallabha Tripathi 

30. Shri Ramesh Chandra Vyas. 

DRAFTSMAN 

Shri S. ,P. Sen Varma, Special Secretary, Legislative 
Department, Ministry of Law. 

REPRESENTATIVES OF· THE MINISTRY 

1. Shri R. C. Dutt, Secretary, Ministry of Fi11:ance, Department 
of Company Law and Insurance. 

2. Shri B. M. Mitra, Joint Secretary, Ministry of Finance 
Department of Company Law and Insurance. 

3. Shri B. P. Roy, Secretary, Company Law Board, Department 
of Company Law and Insurance. 

SECRETARIAT 

Shri B. B. Tewari-Deputy Secretary. 

2. The Committee considered whether any evidence should be 
taken by them and whether it was necessary to issue a press com
munique advising interested parties desirous of presenting their 
vi~ws of suggestions before the Committee in respect cf the Bill, to 
submit written memoranda thereon. 

3. It was decided that a press communique be issued advising 
interested parties desirous of presenting their views or suggestions 
or of giving evidence before the Committee in respect of the Bill to 
send written memoranda thereon to the Lok Sabha Secretariat by 
the 15th January, 1965. 
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4. The Committee authorised the Chairman to decide, after 
examining the memoranda received, the parties which might be 
called to give oral evidence before the Committee. 

,, 
'. 5. The Committee decided to sit on Monday, the 18th January, 

1965 at 15.00 hours and on subsequent-days at 9.30 hours for hearing 
oral evidence,. 

6. The Committee then adjourned to meet again on Monday, .the 
18th January, 1965 at 15.00 hours., 

2122(B) LS-6. 
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Se~ond Sitting 

The Committee met on Monday, the 18th January, 1965 from 15.00 ·. 
to ~ 7. 20 ho:urs . 

•. -. . .. ~ : ·'. ~ ' .,;... : : . . ·.. . . \ . 

PRESENT 

Shri S~ V. Krishnamoorthy Rao-Chairman. 

MEMBERS 

Lok Sabha 

2. Seth Achal Singh 

3. Slui A. Shanker Alva 

4. Slui Rajendranath Barua 

5. Shri J3ali Ram Bhagat 

. 6. Slui Dinen Bhattacharya 

7. Shri N. C. Chatterjee 

8. Shri Sachindra Chaudhuri 

9. Shri N. Dandeker 

10. Raja P. C. Deo Bhanj 

11. Shri Bhaskar Narayan Dighe 

12. Shri G. N. Dixit 

13. Shri Prabhu Dayal Himatsingka 

14. Shri Cherian J. Kapperi 

15. Shri Madhu Limaye 

16. Shri Ghanshyamlcd Oza 

17. Shri Shivram Rango Rane 

18. Shri J. Ramapathi Rao 

19. Shri Era Sezhiyan 

20. Swami Ramanand Shastri 

21. Sh~ Digvijaya Narain Singh 

22. Shri Sivamurthi Swami 

23. Shri Radhelal Vya:s 

24. Shri K. K. Warior 
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25. Shri Nagef1d~ Pra.iad. Yadav 

26. Shri T. T. Krishnamachari 

Rajya Sabha 

27. Shri Lilad.har As thana 

28. Shri. Mohan Singh 

29. Shri Babubhai M. Chinai. 

·3o·. Shri · Vimalkumar M. Chordia 

31. Shri Khandubhai K. · D~sai · 

32. Shri Suresh J. Desai 

3~. Shrim~ti _ Shyam Kumari Khan 

34. Prof. Mukut Behari Lal .. 

35. Shri Dahyabhai V. Patel 
36. Shri, N. Sri Rama Reddy 

37. Shri Rajendra Pratap Sinha 

38. Shri Hira Vallabha Tripathi 

DRAFI'SMEN 

1. Shri S. P. Sen Varma, Special Secretary, Legislative Depa.rt
ment, Ministry of Law. 

2. Shri G. R. Bal, Joint Secretary and Draftsman, Ministry of 
Law. 

REPRESENTATIVES OF THE MINISTRY 

1. Shri R. C. Dutt, Secretary, Ministry of Fina.nce, Depart·ment 
of Company Law and Insurance. 

2. Shri B. M. Mitra, Joint Secretar'}J, Ministry of Finance De
partment of Company Law and Insurance. 

3. Shri B. P. Roy, Secretary, Company Law Board. Department 
of Company Law and Insurance. 

SECRETARIAT 

Shri B. B. Tewari-Deputy Secretary . 

. WITNESSES 

I. Indian Chamber of Co~merce, Calcutta. 
1. Shri B. P. Khaitan 

2. Shri B. Kalyanasundaram 
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II. The lndtaT'. Merchants'· Chamber, Bombay. 

1. Shri P. A. Narielwala 

2. Shri G. P. Kapadia .. 

3. Shri C. L. Gheewala 

4. Shri S. K. Aiyar 

2. The Cominittee heard the· evidence given by the representatives 
Gf the Chambers named above. The evidence of the Indian Mer-
chal'.ts' Chamber, Bombay, was not concluded. 

3. A verbatim record of the evidence given was taken. 

4. The Commit'tee then adjour~ed to meet again on Tuesday, the 
19th January, 1965 at 09.30 hours. · 
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Third Sitting 

The Committee met on Tuesday, the ·19th January, 1965 Jrom 
09. 30 to 13.35 hours and again from 16. 00 to 17.38 ho~rs. 

PRESENT. 

Shri S. V. Krishnamo~rthy Rao-Cha_i~man 

MEMB~ 

Lok Sabha 

2. Seth Achal Singh 

~. Shri A. Shanker Alva. 

4. Shri Rajendranath Barua 

:J. Shri Bali Ram Bhagat 
' .. 

6. Shri D.inen Bhattacharya 

i. Shri N. C.'Chatterjee , 
8. Shri N. Dimdeker 

9. ·Raja P. C. Deo Bhanj 

lu. Shri Bhaskar Narayan Dighe 

11. Shri G:N. Dixit 

12. Shri Gajraj Singh Rao 

13. Shri Prahhu Dayal Himatsingka 

14. Shri .. Cherian J. Kappen 

15. Shri Maclhu Limaye 

16. Shri GJ:lanshyamial Oza 

17. Shri Shivram Rango Rane 

18. Shri J. Ramapathi Rao 

19. Shri Era Sezhiyan 

20. Swami Ramanahd Shastri · 

21. Shri Digvijaya Narain Singh 

22. Shri Sivamurthi Swami 

23. Shri Radhelal Vya~ 

24. Shri K. K. Warior 
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25. Shri Nagendra Prasad Yadav 

26. Shri T. T. Krishnamachari 

Rajy4 Sabha 

27. Shri Mohan Singh 

. 28. Shri Babubhai M. Chinai 
. . 

29. Shri'Vimalkumar M. Chordia · 

30. Shri Khandubhai K. Desai 
. ' . . ~ . 

31. Shri Suresh J. Desaf 

32. Shrimati 'Shyam Kumari Khan 

33. Prof. Mukut Behari.Lal .. · 

34. Shri Dahya:bhai V. Pa~el 

35. Shri N. Sri Rama Reddy 
# 

36. Shri Rajendra Pratap Sinha 

37. Shri Hira Vallabha Tripathi 

38. Shii Ramesh Chandra Vyas 

DRAFI'SMEN 

1. Shri S. P. Sen Varma, Special Secr,etary, Legislative Depart
ment, Ministry of Law. 

2. Shri G. R. Bal, Joint SecretarY and Draftsman, Ministry of 
Law. 

REPRESENTATIVES OF THE MINISTRY 

1. Shri R. C. Dutt, Secretary,·Ministry ofFinance, Department 
of Company Law and lnsu.ranee. 

2. Shri B. M. Mitra, Joint Secretary, Ministry of Finance, De
partment o.f Company Law and Insurance. 

3. Shri B. P. Roy, Secretary, Company Law Board, Department 
of Company Law and Insurance.· 

SECRETARIAT 

Shri B. B. Tewari-Deputy Secretary. 
< 

WITNESSES 

I. The Indian Merchants' Chamber, Bombay. 

1. Shri G. P. Kapadia 

2. Shri S. K. Aiyar 
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U. The Associated Chambers of Commerce and Industry of India, 
Calcutta. 

1. Shri D. Fordwood 

2. Shri T. R. Crook · 

JII. Northern India Share Holders Association; New Delhi. 

1. Shri Premjus Rcy 

2. Shri C. L. Virmani ·~ 

3. Shri P. R. Sanwalka ... 

IV. Tlu! Institute of Chartered· Accountants of India, New Dethi. 

!· Shri N. R. Mody 
-:2. Shri Raghu Nath Rai 

3. Dr. R. c. Cooper 

4. Shri C. C. Chokshi 

5. Shri S. N. Desai 

6. Shri P. Brahmayya 

7. Shri M. P. Chitale 

8. Shri A Basu 

9. Shri H. B. Qhondy 

10. Shri C. Balakrishnan 

2. The Committee resumed hearing of the evidence given· by. the 
representatives of the Indian Merchants' Chamber, B0ml18y. The 
Committee also heard the representatives of .the. ~ies mentioned 
at Sl Nos. ll to IV above. 

. ... 
. : ... ._ - . . . ' ~ . 

3. A verbatim record of the evidence ··given was taken.· · ' · · 

4. The Committee decided that after texminatioq -o~ _the4- 'present 
session of sittings, they will next meet on Tuesday, the 2nd February . . .. · ... ' . . , 
1965 at 09.30 hours. 

5. The Committee then adjourned to· meet again on Wednesday, 
the 20th January, 1965 at 09.30 hours. · ·· 



IV 

Fourth Sitting 

The Committee.met on. Wedn.esday, the .20th January, 1965 from 
09.30 to ·12.40 hours. · · . 

PRHSE~T 

Shri S. V. Krishnamoorthy Ra~Chairman. 

MEMBERS 

Lok Sabha 

2. Seth Achal Singh 

3. Shri A. Shanker Alva 

4. Shri Rajendranath Barua 

5 .. Shri Bali Ram Bhagat 

6. Shri Dinen Bhattacharya 

7. Shri N. Dandeker 

8. Raja P. C. Deo Bhanj 

9. Shri Bhaskar Narayan Dighe 

10. Shri G. N. Dixit 

11. Shri Cherian J. Kappen 

12. Shri Madhu Limaye 

13; Shri . Ghanshyamlal O~a. 

14. · Shri: Shivrain Ran go Rane 

15. shrr ·J: Rarfupathi Rao . 

16. Shri Era Sezhiyan 

17. Shri Digvijaya Narain Singh 

18. Shri Sivamurthi Swami 

19. Shrf Radhelal Vyas 
. . . 

20. Shri Nagendra Prasad Yadav 

Rajya Sabha 
......... -.· 

21. Shri Mohan Singh 

22. Shri ~abubhai M. Chinai 

23. Shri Vimalkumar M. Chordia 

24. Shri Khandubhai K. Desai 



47 

25. Shri Suresh J. Desai 

26. Shrimati Shyam Kumari Khan 

27. Prof. Mukut Behari Lal 

28. Shri Dahyabhai V. Patel 

29. Shri N. Sri Rama Reddy 

30. Shri Rajendra Pratap Sinha 

31. Shri Hira Vallabha Tripathi 

32. Shri Ramesh Chandra Vyas 

1. Shri S. P. Sen Vanna, Special" Secretary, Legislative Depart
ment, Ministry of Law. 

2. Shri G. R. Bal, Joint Secretary and Drafstman, Ministry of 
Law. 

. REPRESENTATIVES OF THE MINISTRY 

1. Shri R. C. Dutt, Secretary, Ministry of Finance, Department 
of ·company Law and Insurance . 

.. 
2. Shri B. M. Mit~a, Joint Secretary, Mini.!try of Finance, 

Depart~t of Company Law and Insurance. 

3. Shri B. P. Roy, Secretary, Company Law Board, Depart
ment of Company Law and Insurance. 

SECRETARIAT 

' 
Shri B. B. Tewari-Deputy Secretary. 

WITNESSES 

I. Federation of Indian Chambers of Commerce and IndtLitry, 
New Delht. 

1. Dr. Bharat Ram 

2. Shri C. C. Chok.shi 

3. Shri N. K. Petisara 

•· Shri N. Krishnamurthi 
2122 (B) L.S.-8. 
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II. The Stock Exchange, Bombay. 

1. Shri Kantilal Ishwarlal 
2. Shri P. J. Jeejeebhoy 

2. The Committee heard the evidence given by the representa
tives of the bodies named above. 

3. A verbatim record of the evidence given was taken. 

4. The Committee then adjourned to meet again on Thursday, 
the 21st January, 1965 at 09.30 hours. 



v 
Fifth Sittin~ 

The Committee met on Thursday, the 21st. January, 1965 from 
09.37 to 12.05 hours. 

PRESENT 
Shri S. V. Krishnamoorthy Rao-Chairman 

MEMBERS 

Lok Sabha 
2. Seth Achal Singh · 

3. Shri A. Shankar Alva 

4. Shrt Ramchandra Vithal Bade 

5. Shri Rajendranath Barua 

6. Shri Bali Ram Bhagat 

7. Shri Dinen Bhattacharya 

8. Shri N. Dandeker 

9 .. Raja P. C. Deo Bhanj 

10. Shri Bhaskar Narayan Dighe 

' 11. Shri G. N. Dlxit 

12. Shri Gajraj Singh Rao 

13. Shri Cherian J. Kappen' 

14. Shri Madhu Limaye 

15. Shri Shivram Rango Rane · 

16. Shri Era SezhiyE!-n 

17. Swami Ramanand Shastri 

18. Shri Digvijaya Narain Singh 

19. Shri Sivamurthi Swami 

20. Shri Radhelal Vyas 

21. Shri K. K. Warior 

22. Shri Nagendra Prasad Yadav 

Rajya Sabha 

23. Shri Liladhar Asthana 

24. Shri Mohan Singh 
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25. Shri Babubhai M. Chinai 

26. Shri Vimalkumar M. Ch~rdia 

27. Shri Khandubhai K. Desai 

• 28. Shri Suresh J. Desai 
29. Shrimati Shyam Kumari Khan 

30. Prof. Mukut Behari Lal 

31. Shri Dahyabhai V. Patel 

32. Shri N. Sri Rama Reddy 

33. Shri Rajendra Pratap Sinha 

34. Shri Hira Vallabha Tripathi 

DRRAFTSMAN 

1. Shri S. P. Sen Varma, Special Secretary, Legislative Depart
ment, Ministry of Lilt~?· 

REPRESENTATIVES OF TilE MINISTRY 

1. Shri R. C. Dutt, Secretary, Ministry of Finance, Department 
of Company Law and Insurance. 

2. Shri B. M. Mitra, Joint Secretary, Ministry of Finance, 
Department of Company Law and Insurance. 

3. Shri B. P. Roy, Secretary, Company Law Board, Depart
ment of Ccnnpany Law· and Insurance. 

SECRETARIAT 

Shri B. B. Tewari-Deputy Secretary. 

WITNESSES 

I. Tata Industries Private Limited, Bcnnbay 

1. Shri N. A. Palkhivala 

2. Miss G. N. Cowasjee 

II. The Chartered Institute of Secretaries India Association, 
Calcutta 

1. Shri B. G. Pearson 

2. Shri S., K. Basu. 

2. The Committee heard the evidence given by the representa-
tives of the bodies named above. · 

3. A verbatim record of the evidence given was taken. 
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4. The Committee decided that the evidence civen before them 
might be laid on the Tables of both the Houses and the memora~da 
received by the Committee be placed in the Parliament Library for 
reference by members. · 

5. The Chairman announced that notices of ameJlclments to the 
Bill might be sent to the Lok Sabha Secretariat before Saturday, 
the 30th January, 1965. 

6. The Committee desired that the Ministry of Finance might 
furnish to the members of the Committee the latest annual report 
of the Company Law Advisory Commission. 

7. The Committee decided that on the 2nd February, 1965 they. 
would meet at 15.00 hours inst'ead of at 09.30 hours as decided . . 
earlier (vide para 4 of minutes, ·dated the 19th January, 1963). 

8. The Committee then adjourned to meet again on Tuesday, the 
2nd February, 1965 at 15.00 hours. 



VI 

Sixth Sitting 

The Corrimittee met on Tuesday, the 2nd February, 1955 from 
15.00 to 16.00 hours. 

PRESENT 

Shri S. V. Krishnamoorthy Rao-Chairman 

MEMBERS 

Lok Sabha 

2. Shri A. Shanker Alva · 

3. Shri Ramchandra Vithal Bade I 

4 .. Shri Bali Ram Bhagat 

5. Shri Dinen Bhattacharya 

6. Shri N. C. Chatterjee 

7. Shri Sachindra Chaudhuri 

8. Shri N. Dandeker I 

9. Shri Bhaskar Narayan Dighe 

10. Shri G. N. Dixit 

11. Shri Gaj raj Singh Rao 

12. Shri Prabhu Dayal Himatsingka 

13. Shri Cherian J. Kappen 1 

14. Shri R. N. Yadav Lonikar 

15. Shri Ghanshyamlal Oza 

16. Shri Shivram Rango Rane 

17. Shri J. Ramapathi Rao 

18. Shri Digvijaya Narain Singh 

19. Shri Sivamurthi Swami 

20. Shri Radhelal Vyas 

21. Shri K. K. Warior 

22. Shri Nagendra Prasad Yadav 

23. Shri T. T. Krishnamachari 
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Rajya Sabha 

24. Shri Liladhar Asthana 
25. Shri Mohan Singh 1 

26. Shri Babubhai M. Chincu 
27. Shrl Vimalkumar M. Chordia 
28. Shri K.handubhai K. Desai 
29. Shri Suresh J. Desai 

30. Shrimati Shyam Kumari Khan 

31. Shri Dahyabhai V. Patel 

32. Shri Awadheshwar Prasad Sinha 
33. Shri Rajendra Pratap Sinha 

34. Shri Hira Vallabha Tripathi 

35. Shri Ramesh Chandra Vya~ 

DRAFTSMEN 

1. Shri S. P. Sen Varma, Special Secretary, Legislative 
Department, MinistTy of Law. 

2. Shri G. R. Bal, Joint Secretary ·and Draftsman, Ministry of 
Law; t 

. ' 
REPRESENTATIVES OF THE MINISTRY 

.• ' 
1. Shri R. C. Dutt, Secretary, Ministry of Finance, Department 

of_ Company Law and Insurance. 

2. Shri B. M. Mitra, Joint Secretary, Ministry of Finance, 
Department of Company Law and Insurance. 

3. Shri B. P. Roy, Secretary, Company Law Board, Department 
of Company Law and Insurance. 

SECRETARIAT 

Shri B. B. Tewari-Deputy Secretary. 

WITNESSES 

The Institute of Cost and Works Accountants of India, Calcu.tta 

1. Shri V. K. Srinivasan 

2. Shri J. N. Bose 

3. Shri N. K. Roy 

4. Shri L. SwaiiUnathan 

5. Shrl S. N. Ghose · 
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2. The Committee heard the evidence given by the representa
tives of the Institute named above. 

3. A verbatim record of the evidence given was taken. 

4. The Committee then adjourned to meet again on Wednesday, 
the 3rd. February, 1965 at 09.30 hours. 



vn 
Seventh Sitting 

The Committee met on Wednesday, the.3rd February, l985 from 
09.30 to 13.10 hours. 

PRESENT 

Shri S. V. Krishnamoorthy Rao-Chairmil1\ 

MEMB!;Rs 

Lok Sabh(J 

2. Seth Achal Singh 

3. Shri A. Shanker Alva i 
4. Shri Bali Ram Bhagat 

5. Shri Dinen Bhattacharya 

6. Shri Sachindra Chaudhuri 

7. Shri N. Dand.eker 
8. Shri Bhaskar Narayan Dighe 

9. Shri G. N. Dixit 

10. Shri Gajraj Singh Rao 

., 
I, 

11. Shri Prabhu Dayal Himatsing'k• 

12. Shri Cherian J. K.appen 

13. Shri R. N. Yadav Lonikar 

14. Shri Madhu Limaye ! 

15. · Shri Ghanshyamlal Oza· 

. 16. Shri Shivram Rango Rane 

17. Shri J. Ramapathi Rao 

18. Shri Era Sezhiyan 
19. Shri Digvijaya Narain Singh 

20. Shri Sivamurthi Swami 

21. Shri K. K. Warior.l 
22.' Shri Nage~d~a Prasad Yadav 

23. Shri T. T. Krishnamachari 
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Rajya Sabha 

24. Shri Liladhar Asthana 

25. Shri Mohan Singh I 
26. Shri Babubhai M. Chinai 

27. Shri Vimalkwnar M. Chordia 

28. Shri Khandubhai K. Desai 

29. Shri Suresh J. Desai · 

30. Shrimati Shyam Kumari Khan 

31. Shri Dahyabhai V. Patel 

32. Shri N. Sri Rama Reddy 

33. Shri Awadheshwar Prasad Sinha 

34. Shri Rajendra Pratap Sinha 

35. Shri Hira Vallabha Tripathi 

36. Shri Ramesh Chandra Vyas. 

DaAFrsMEN 

1. Shri S. P. Sen Varma, Special Secretary, Legislative 
Department, Ministry of Law. 

2. Shri G. R. Bal, Joint Secretary and Draftsman, Ministry of 
Law. 

REPRESENTATIVES OF THE MmlsTRY 

1. Shri R. C. Dutt, Secretary, Ministry of Finance, Department 
of Company Law and Insurance. 

2. Shri B. M. ·Mitra, Joint Secretu:ry, Ministry of Finance, 
Department of Company Law and Insurance. 

3. Shri B. P. Roy, Secretary, Company Law Board, Department 
of Company Law and Insurance. 

SECRETARIAT 

S~i B. B. Tewari-Deputy Secretary. 

2. The Committee took up clause by clause consideration of the 
Bil.LI I 

I 

3. Cwuses 2 to 4.-The clauses were adopted without amendmmt. 
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4. Clause 5.-The following amendment was accepted:. 
Page 2, for lines 14-20 S'Ubstitute-

"(ii) for clause (c)' the following clauses shall be substituted, 
namely:-1 ! 

'(c) 
,, I 

in the case of a company in ~xistence immediately 
before the commencement of the Companies (Amend
ment) Act, 1965, the objects of the company; 

' ' 
(d) in the cas·e of a company formed after ~h commence-

ment,_: ! 
(i) the main objects of the company to be pursued by the 

company on its incqrporation imd objects incidental 
or aJ?-cillary to the a~tainment of th~ ~ain object.; 

(ii) the other objects of the company not included in sub
clause (i); and'." 

The clause, as amended, was adopted. 

5. Clauses 6 to 8.-The clauses were adopted without amendment. 

6. Clause 9.-The following amendment was accepted: 

Page 3, 
1' 

(i) line 23, for ""the entire amount of the minimum subscrip-
tion" substitute "the entire amount payable on appUca .. 
tfons for share,s in respect of the minimum subscription". 

(ii) line 25, for "the entire . amount of. the minimum sub
scription" substitute "such amount". 

0 

(iii) after line 30, add-
"In the event of any contravention of the provisions of this 

sub-section, every promotor, director. or other person 
who is knowingly responsible for such contravention 
shall be punishable with fine which may extend to 
five thousand rupees." 'I rl 

The clause, as amended, was adopted. 

7. Clause 10.-The clause was adopted without amendment. 

8. Clause 11.-The following amendment was accepted:· 

Page 4, lines 6-7, omit 
0 

! 
"and only book adjustment has been made without cash having 

passed". 

The clause, as amended, was adopted. 



Amendment 
of section 
149· 

9. Clause 12.-Consideration of th~ clause was taken up. It waa 
felt that the .proposed sub-section (4A) of section 76 of the principal 
Act, required redrafting in the light of discussion in the C~mmittee. 
Further consideration of the clause was held ·over . 

.10. Clause .13.~The following amendment was accepted: 

Page 5, after line· is, ad<J 
-· ... -· 

"(lB) Any instrument ~f transfer which is not in conformity 
with the provisions of sub-section (lA) above shall not 
be accepted by a company after the expiry of six month3 

·of the coming into force of the Companies (Amendment) 

(lC) 

· Act, l965.i · · · · · 

The provisions of sub-section (1A) shall not apply to 
any person depOsiting any -~hares with the State Bank 
of India or any scheduled bank or financial institution 
approved by the Company Law Board by notification in 
the Official Gazette, by way of security for the repay
ment of- any loan advanced to, or the p~rforrnance of 
any obligation ~nde:rtaken by, such person. 

(lD) Notwithstanding anything in sub-section (lA) or sub
section (1B), where in the opinion of the Company Law 
Board it is necessary so. to do to avoi~ hardship in any 
case, the Boar~ may on an application made to it in 
that behalf, extend the periods mentioned in those sub-

. sections by such further time as it may deem fit and the 
Central ·Government· shall cause to be shown in the 
annual report laid before the Houses of Parliament 
under section 638 the number of extensions granted here-

. ·under and the period of each such extension.n 

: The clause,· as amended, was adopted. 

11. Clause 14.-The Clause was adopted without amendment. 

12. Clause 15.-The following amendment was accepted: 

P~ges 's-6, for lines 23-38 and 1-11, respectively, substitute 

''15. _In section 149 of the principal Act, after sub-section (2), 
the following sub-section shall be inserted, namely:-

' (2A) Without prejudice to the provisions of sub-section (1) 
and sub-section (2) a company having a share capital, 
whether or not it has issued a prospectus inviting the 



·~ 

pul;>lfc to. subscribe for it~· shares shall not at any tt~ne 
commence any business- · · 

(a) if such company is a company in existence immediate
ly before the commencement of the Companies 
(Amendment) Act, 1965, in relation to any of the 

objects stated in its memorandum in pursuance of 
clause (c) or sub-section (1) of section 13; · 

(b) if such company is a company formed after such 
commencement, in ·relation to any of .the objects 
stated in its ~emorandum in pursuance of sub
clause (ii) of clause (d) of sub-section (1) of the 
said section, unle$s 

(i) the company has ·approved of the commencement 
of any such business by a special resolution passed 
in that behalf by it in general meeting;, ~d 

(ii) ·there has been filed with the Registrar a duly veri
fied declaration by one of the directors or the sec
retary, in the prescribed form, that .clause (a) or, 
as the case may be, clause (b) has been complied 
with• 1 I -, 

' 1nd if the company commences any such l:>usiness in contravention 
of this sub-section, every person who is responsible for the contra
vention shall, without prejudice to any other liability, be punishable 
with fine which may extend to five hundred rupees for every day 
during which the contravention continues: 

Explanation.-A company shall be deemed to commence any busi
ness, within the meaning of clause (a) if and only if it commences 
any new business which is not germane to the business which it is 

. carrying on at the comme~cement of the Companies. (Amendment) 
(\.ct. '1965 in· relat~on to any· of the objects referred to in the said 
clause.· · · 

(2B) Notwithstanding anything contained in sub-section (2A) 
where no such special resolution as is referred to in that sub-section 
is passed but the votes cast (whether on a show of hands or, as 
the caSe may !be, on a poll) in favour of the proposal to commence · 
any business contained in the resolution moved in that general meet
ing (including ·the casting V'.>te, if any, of the Chairman) by mem
bers who, being entitled so to do, vote in person,· or where proxies 
are allowed, by . proxy, exceed the votes, if any, cast against the 



eo 
proposal by members so entitled.and voting, the Company Law Board 
may on an application made to it by the Board of directors in thi1 
behalf allow the company to commence such business as if the pro
posal had been passed by a special resolution by the company in 
reneral meeting.... . 

. l. 

The clause, as substituted, was adopted. 

13. Clause 16.-The following amendment waa accepted: 

Page 6, line 25,· 

after "shares" insert "or debentures." 

The, clause, as amended,_ was adopted. 

14:. Clauses 17 to 20.-'I'he clauses were. adopt8d without amend-
mentJ I 

15. Clause 21.-The following amendments were accepted: 

(1) Page 7J 

(i) line 21, for "of a company", substitute "of a company per
taining to any class of companies". 

(ii> line 24, for "if such company", substitute "if such clus of 
companies". 

(2) Page 8,1 

(i) omit lines 3-5. 

(ii) line 6, omit "further". 

(iii) after line 25, insert-

., (bb) in sub-section (4A), after the words 'immediately pre
ceding the current year', the words 'together with the 
vouchers relevant to any entry in such books 
of account' sh~ll be ·inserted"; 

(iv) lines 29 and 30, for "[as defined in sub-section (6) of 
section 240]", substitute "[as defined in sub-section {6) 
of section 240 but excluding bankers and· legal advi-
sers]"J 1 

The. clause, as amended, was adopted. 

16. Clause_ 22.-The following amendments were accepted: 
. 

(1). Page 9J 

(i) lines 12-13, after "company" insert "on the basis of 
aecurity" J 
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(ii) lines 17-i9, for "conform to normal business practicei 

accepted by established principles of accountancy." 
rubstitute "are not prejudicial to- the interests of the 
company".·- , ~ 

(iii) line 21, after "section 372" insert "or a banking company"~ 

(iv) lines 26-27, for "made to individuals and private concerns". 
substitute "made by the company''. 

(2} Page 10, after line 2, add-

''Provided that before making any such order the ·Central 
Government may consult . the Institute of Chartered 
Accountants of India constituted under the Chartered 
Accountants Act, 1949;. in regard to the class or des
cription of companies and other ancilliary matters pro
posed to be specified therein unless the Government de
cides that such c~nsultation· is not necessary or expe-o 
dient in the circumstances of the case." 

The clause, as amended, was adopted. 

17. Clause 23.-The clause was adopted without amendment. 
' ' 

18. The Committee then adjourned to meet again 'on· Fridar. 
the 5th February, 1~~ at 09.30 hours. 



vm 
Eighth Sitting 

The Committee met on Friday, the 5th February, 1965 from 09.30 
to 11.55 hours. 

PRESENT 

Shri S. V. Krishnamoorthy Ra<>-Chairmarl 
,. 

MEMBERS 

Lok Sabha. 
' 

2. Seth. A.chal Singh 

3. Shri A. Shanker· Alva 

4. Shri Bali Ram· Bhagat 

5. Shri Dinen Bhattacharya 

6. Shri N. Dandaker 

7. Shri Bhaskar Narayan Dighe 

8. Shri G. N. Dixit 

9. ~hri Gajraj Singh Rao 

10. Shri Prabhu Dayal Himatsingka, 

11. Shri R. N. Yadav Lonikar 

12. Shri Madhu Limaye 

13. Shri Ghanshyamlal Oza 

14. Shri Shivram Rango Rane 

15. Shri J. Ramapathi Rao 

16. Shri Era Sezhiyan 

17. Swami Ramanand Shastri 

18. Shri Digvijaya Naram Singh 

19. Shri Sivamurthi Swami 

. 20. Shri Radhelal Vyas 

21. Shri Nagendra Prasad Yadav 

22. Shri T. T. Krishnamachari. 

Rajya Sabht~ 

23. Shri Liladhar Asthana 

24. Shri Mohan Singh 

es 
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25. Shri Babubhai M. Chinai 

26. Shri Khandubhai K. Desai 
27. Shri Suresh J. Desai 

28. Shrizpati Shyam Kum.ari Khan 

29. Shri Dahyabhai V. Patel : 

30. Shri N. Sri Rama Reddy 

31. Shri Awl!deshwar Prasad Sinha 

32. Shri Rajendra Pratap Sinha 

33. Shri Hari Valla:bha'Tripathi 

34. Shri Ramesh Chandra yyas 

DRAFTSMEN 

1. Shri S. P. Sen Vanna, Special Secretary, Legislative Depart-
ment, Ministry of Law:·. . 

2. Shri G. R. Bal, Joint Secretary and Draftsman, Ministry of 
Law. 

REPRESENTATIVES OF THE. MINISTRY 

-1. Shri R. C .. ; Dutt, Secretary, Ministry of Finance, Department 
of Company Law and Insurance. 

2. Shri B. P. Roy, Set:retary, Company Law Board,· Department 
of Company Law and Insurance . . ·, 

SECRETARIAT 

Shri B. B. Tewari-Deputy Secretary. 

2. The Committee resumed clause by clause consideration of the 
BilL . 

3. Cla~se 24.~The following amendments were accepted: 

Page 10, 
(i) for lines 8-17, substitute 

"233B. (1) Where in the opinion of the Central Government 
it is necessary so to do in relation . to any company 
engaged in producticn, processing, manufacturing or 
mining activities, the Central Government, may, by 
general or special order, direct that an audit of cost 
accounts of lthe Company shall be conducted in such 
manner as may be specified in the order by an auditor 
who shall be either a cost accountant within the mean
ing of the Cost and Works Accountants Act, 1959, or 

2122(B) LS-9. 
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any such chartered accountant within the meaning of 
the Chartered Accountants Act, 1949, or other person, 
as possesses the prescribed q~alificaticns." 

(ii) for lines 25-34, substitute 

" ( 4) An auditor shall have the same powers and duties in 
relation to an audit conducted by him under this sec
tion as an auditor of a company has under sub-sec
tion (1) of section 227 and such auditor shall make his 
report to the Company Law Board in such form and 
within such time as may be prescribed and shall also 
at the same time forward a copy of the report to the 
Company." 

The clause, as amended, was adopted. 

4; Clause 25.-The clause was adopted without amendment. 

5. Clause 26.-The following amendments were accepted: 

Page 11, 

(i) line 19, omit "firm or individual". 

(ii) lines 27-29, for "such period not later than the conclusion 
· of the investigation as.he considers necessary", substitute 

"six months". 

(iii) after line 31, insert 

"Provided that the inspector may call for the books and 
papers if they are needed again". 

(iv) line 32, after "Provided", insert "further". 

The clause, as amended, was adopted. 

6. Clauses 27 to 35.-The clauses were adopted without amend
ment. 

7. Clause 36.-The following amendments were accepted: 

'Page 14, 
(i) line 30, for "company", substitute 

"public company or of a private company which is subsidiary 
of a public company," 

(ii) line 32, for "company", substitute 
. ' 

"public· company or of a private company which is subsidiary 
of a public company." 

The clause, as amended, was adopted. 
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8. Clauses 37-41.-The clauses were adopted without amenclrrient. 

9. Clause 42.-The clause was deleted. 

10. Clause 43.-The following amendment was accepted: 

Page 16, lines 34-35, omit 

"and such practice is his principal occupation". 

The clause, as amended, was adopted. 

11. Clause 44.-The following amendment was accepted: 

Page 17, line 34, 

for "one hundred rupees" substitute "two hundred and fifty 
rupees". 

The clause, as amended, was adopted. 

' 12. Clause 45.-The clause was adopted without amendment. 

13. Clause 46.-The following amendment were accepted: 

(1) Page 18, . 

(a) for lines 34-35, substitute 

"(ii) The .following provisos shall be added at the end, 
namely:-

' 'Provided that no special resolution shall be necessary 
in the case of loans made to other bodies corporate 
not under the same management as the lending com
pany where the aggregate of such loans does not 
exceed ten per cent of the aggregate of the sulbscrib
ed capital of the lending company and its free 
reserves'." 

(b) line 36, after "Provided" insert "further" and omit "so" 

(2) Page 19,-

(a) after line 8, add 

"Explanation.-If a special resolution has been passed by the 
lending company authorising the making of loans upto 
the limit of thirty per cent of the aggregate specified 
in clause (a), or, as the case may be, of twenty per 
cent of the aggregate specified in clause (b), of the 
second proviso, then, no further special resolution or 
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resolutions shall be deemed to be necessary for the 
making of any loan or loans within such limit.". 

(b) after line 15, add 

"(d) in sub-section (2), in clause (a): for sub-clause (iii), 
the following clauses shall be substituted, namely:-

• (iii) by a banking company, or an insurance company, in 
the ordinary course of business; 

(iv) by a private company, unless it is a subsidiary of a 
public company; 

(v) by a company established with the object of financing 
industrial enterprises', 

(e) after sub-section ( 4), the following sub-section shall be 
inserted, namely:-

.~ (5) Where before the commencement of the Companies 
(Amendment) Act, 1965, any loan, guarantee or 

security has been made, given or provided by a com
pany which could not have been made, given or pro
vided under this section as amended by that Act, 
and such loan, guarantee or security is outstanding 
at such commencement, the company shall, within 
six months from such commencement, enforce the 
repayment of the loan made or, as the case may be, 
revoke the guarantee given or the security provided, 
notwithstanding any agreement to the contrary: 

Provided that the aforesaid period of six months may be 
extended by the Company Law Board on an applica
tion made to it in that behalf by the company'." 

The clause, as amended, was adopted. 

14. Clauses 47 to 53.-The clauses were adopted without amend
ment. 

15. ·Clause 54.-The following amendment was accepted: 

Page 22, for lines T-16, substitute 

"54. In section 497 of the principal Act-

. (a) in sub-s~tion (3), for the words 'Registrar a copy of the 
account and shall make a return to him', the words 

~ ·- ,...... ........ _ .. rl 
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'Registrar and Official Liquidator a copy each of the 
account and shall make a return to each of them' shall 
be substituted; 

(b) for sub-sections (5) and (6), the following sub-sections 
shall be substituted, namely:-

'(5) The Registrar, on receiving the account and either 
the return mentioned in sub-section (3) or ihe 
return mentioned in sub-section ( 4), shall forthwith 
register them: \ ,. 

(6) The Official Liquidator, on receiving the account and · 
either the return mentioned in sub-section (3) or 
the return mention~ in sub-section ( 4), shall, as 
soon as may be, make, and the liquidator and all 
officers,· past or present, of the company shall give 
the Offic!al Liquidator all reasonable facilities to 
make, a scrutiny of the books and papers of the 
company and if on such scrutiny the official liquida
tor makes a report to the Court that the affairs of 
the company have not been conducted in a manner 
prE)judicial to the interests of its members or to 
public interest, then, from the date of the submission 
of the report to the Court the company shall be 
deemed to be dissolved. 

(6A) If on such scrutiny the Official Liquidator makes a 
report to the Court that the affairs of the company 
have been conducted in a manner prejudicial as 
aforesaid, the Court shall by order direct the Official 
Liquidator to make a further investigation of the 
affairs of the company and for that purpose shall 
invest him with all such pcwers as the Court may 
deem fit. 

(6B) On the receipt of the report of the Official Liquidator 
on such further investi~ation the Court may either 
make an order that the company shall stand dissolv
ed with effect from the date to be specified by ihe 
Court therein or make such ether order as the cir
cumstances of the case brought out in the report 
permit'." 

The clause, as substituted, was adopted. 
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16. Clause 55.-The following amendment was accepted: 

Page 22, for lines 17-24, substitute 

'"55. In section 509 of the principal Act- · 

(a) in sub-·section (3), for the words 
' 

'Registrar a copy of the account, and sh~ll make a return 
. to him', thewords 'Registrar and the Official Liquida

tor a copy each of the account and shall make a return 
to each of them', shall be substituted; 

(b) for sub-sections (5) and (6), the following sub-sections 
shall be sub<>tituted, namely:-

' (5) The Registrar, on . receiving the account and also, 
· in respect of each such meeting, either the return 
mentioned in· sub-section (3) or the return men
tione<i" in sub-section ( 4), shall forthwith register 
them. 

(6) The Official Liquidator, on rece!ving the account 
and either the return mentioned in sub-section (3) or 
the return mentioned in sub-section (4). shall, as 
soon as may be,· make, and the liquidator and all 
officers, past or present, .o~ the company shall give 
the. Official Liquidator all reasonable facilities to 
make, a scrutiny of the books and papers of the com
pany and if on. such scrutiny the Official Liquidator 
makes a report to the Court that the affairs of the 
company have not been conducted in a manner pre
judicial to the interests of its members or to public 
interest, then, from the date of the submission of 
the report to the Court the .company shall be deemed 
to be dissolved. 

(6A) If on such scrutiny the Official Liquidator makes a 
report to the Court that the affairs of the company 
have been onducted in a manner prejudicial as 
aforesaid, the Court shall by order direct the Official 
Liquidator to make a further investigation of the 
affairs of the company and for that purpose shall 
invest him with all such powers as the Court may 
deem fit. 

(6B) On the receipt of the report of the Official Liquidator 
on such further investigation the Court may either 
inake an order that the company shall stand dis
solved with effect from the date to be specified by 
the Court therein or make such other order as the 
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circumstances of the case brought out in the report 
permit.'" ·' ' 

The clause, as substituted, was adopted. 

17. Clauses 56 to 62.-The clauses were adopted without amend
ment. 

18. Schedule.-The Schedule was adopted without amendment. 

19. Clause 12.-(Continued) .(Vide para 9 of the Minutes dated. 
the 3rd February, 1965). The fo'~lowing amendment was accepted: 

Page 5, after line 6, insert 

"Provided that where a person has subscribed or agreed to 
subscribe under clause (a) of sub-section (1) . for 
any shares in, or debentures of, the company and 
before the issue of the prospectus or statement in 
lieu thereof any other person or persons has or have 
subscribed for any or all of those shares or deben
tures and that fact together with the aggregate 
amount of commission payable under this section in 
respect of such ·subscription is disclosed in such 
prospectus or statement, then, the company may pay 
commission to the first-mentioned person in respect 
of such subscription." 

The clause, as amended, was adopted. 

20. Clause 1.-The following amendment was accepted:

Page 1, lines 3-4, 

for "Second Amendment) Act, 1964", substitute "(Amend
ment) Act, 1965." 

The clause, as amended, was adopted. 

21. Enacting Formula.-The following amendment was accepted. 

, .Page 1, line 1, for_-"Fifteenth" substitute "Sixteenth." 

The Enacting Formula, as amended, was adopted. 

22. The Title was adopted without amendment. 

23. The draftsman was directed to correct patent errors and to 
carry out amendments of consequential nature in the Bill 
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~4 . Th hairman inform d th ommitt nf tlw 1 r l\'i.;Jon. 
ll'<'c li nn 87 r garding rn inut of di s. r nt. 

2~ The Committe th n fldj urn d t t flgai n n W cln .. ctav. 
lhr )7th F' bruary, 1965 at 12 .30 h Lit'S OJ' flv minut :1 ft r IIH' ri : ing 
of th II u , whiche\ r i lnt r, to consici r th ir draft r •port. 
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Ninth Sittilljt 

The Committe met on Wednc day, the 17th February, 1965 from 
12.45 to 12.50 hours. 

PRESENT 

Shri S . V. Kn hnamoorthy Rao-Chairman 

MEMBERS 

Lok Sabha 

2. Seth Achal Singh 

3. Shri A. Shanker Alva 

4. Shri N. C. Chatterjee 

5. Shri Sachindra Chaudhuri 

6. Shri N. Dandeker 

7. Shri Bhaskur Narayan Dighe 

a. Shri G. N. Dixit 

9. Shri Shivram Rango Rane 

10. Shri R. V. Reddiar 

11. Shri Era Sezhiyan 

12. Shri Radhelal Vyas 

13. Shri T . T . Krishnamachari 

Rajya Sabha 

14. Shri Liladhar Asthana 

15. Shri Mohan Singh 

16. Shri Vimalkumar M. Chordia 

17. Shri Khandubh :1i K. Desai 

18. Shri Suresh J. Desai 

19. Shrimati Shyam Kumari Khan 

20. Shri Dahyabhai V. Patel 

21. Shri Awadheshwar Prasad Sinha 

22. Shri Rajendra Pratap Sinha 

23. Shri Hira Vallabha Tripathi 

24. Shri Ramesh Chandra Vyas 



DRArrSMDI 

1(Shri S. P. Sen Varma, Spec_ial Secretaru, LegiSlative Depart
ment, MiniStry of Law. 

2. Shri G. R. Bal, Joint Secretaru and Draftsman, Ministru of 
La.w. 

-REPRESENTATIVES OF THE MINISTRY 

1. Shri R. C. Dutt, Secretary, Ministry of Finance; Department 
of Company Law and Insuranca. 

2. Shri B. P. Roy, Secretary, Company Law Board, Department 
of Company Law and· 111:-c;urance. 

3. Shri N. Parasuraman, Under .Secretary, Ministry of Finance. 
Deptt. of Company Law and Insurance. 

SECRETARIAT". 

Shri B. B. Tewari-Deputy Secretary. 

2. The Committee adopted the Bill as amended.: 

3. The Comm.itee then consid~red and adopted-the· draff' report.-

4. The Chairman announced that the minutes -of dissent, if any, 
might be sent to the Lok Sabha Secretariat so as to reach them by 
12.00 hours on Monday, the 22nd February, 1965: 

5. The Committee authorised the Chairman and, in his absence, 
Shri Shivram Rango Rane to present the Report on their behalf and 
to lay the evidence on the Table of the House affer·the presentation 
of the Report. 

6. The Committee also authorised Slut Kliandubhai K. ·Desai and, 
in his absence Shri Vimalkwnar M. Chordia to lay the Report and the 
evidence on the Table of Rajya Sabha. 

7. The Chairman announced that the Report would be presented 
to Lok Sabha on the 23rd February, 1965 ·and laid on· the ··Table of 
Rajya Sabha on the same day. 

The Committee then adjourned. 




