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Before Shadi Lai C. J, and Broadway J,

SECRETARY o f  STATE— Appellant

The PUJfJAB IN D U STR IAL )
BANK, Ltd., LAHORE (in [ Respondent.
LIQUIDATION). I

Letters Patent Appeal No- 33 o f 1930.

Indian Companies Act, V II  of 1913, sections 229, 230—̂  
and Provincial Insoh'^ency Act^ F of lf)20, section 61— co7}fi.ict 
hetireen— Coinpany— Winding-vp-— Crown dehts— irhether tâ ie 
priority^ if not of the hind specified iw section 230 (1) (a) o f  
the Companies Act.

Held, that section 229 of tlie Indian Companies Aoi 
makes tlie rules of banlvrux)tcy applicable, as far as may be. 
Where, however, there is a conflict between the Indian Com­
panies Act and the Insolvency Act, the provisions of the* 
Companies Act must be given effect to.

And, that section 230 of the latter Statute was enacted: 
to deal especially with the same questions a,3 to priority as 
were dealt with by section 61 of the Provincial Insolvency 
Act with the object of superseding that section of the Insol­
vency Act and confining* the decision on all such matters to 
the provisions of section 230 of the Companies Act.

Thns, claims by the Local Government for the expenses 
of an inve.stigation (under section 138 of the Companies Act) 
into the affairs of a Company in Liquidation, not being such 
as are referred to in sub-section (1) (a) of .section 230 of the 
Companies Act, are not eintitled to priority.

3/otor Emporium Company v. N , H . Moos (1), referred
to.

In the matter of the Deh'î a Dun Mnssoorie Electric 
Tfamway Co,, Ltd, (2)f distinguished.

Appeal under claim 10 of the Letters Patent 
ffom the Judgment of Jai Lai J d a t e d  the 12tli 
Mareh 1930,

A. I. B , (Boin.) 606. (2) 1930 A. I. R. (All.) 884.



C a r d e n -N o a d ,  Government Advocate, for Ap- 1 9 3 1

pellant. ^
SECEBTAa’f

M a d a n  G o p a l ,  for Respondent. S t a t s

B r o a d w a y  J.— In 1923, the Local Government,
_  .  ,  ,  _  .  _  .  ^  ,  llS-BirSTRiAL

on a report made to it by the Registrar, Joint Stock Bajtk, Ljib. 
Companies, under section 137 (5) o f the Indian Com- Liq îda-
panics Act, took action iinder section 138 and ap* ___ ‘
pointed one Sheikh Din Muhammad to investigate the B r o a d w a y  J", 

affairs of the Punjab Industrial Bank. The investi­
gator so appointed made his investigation and 
furnished a report, whereupon on the 8 th of January,
1924- the Local Government, acting under section 141
(3), ]3assed an order directing that the-expenses of th© 
investigation amounting to Rs. 1,000 should be paid 
by the said Bank. The Local Government apparently 
itself paid this Rs. 1 , 0 0 0  to Sheikh Din Muhammad, 
and when the Bank went into voluntary liquidation 
on the 2nd of June. 1924, submitted its claim to the 
voluntary liquidator who registered it as a preferential 
claim.

Subsequently an order was passed directing the 
compulsory winding up of this Bank, and an official 
liquidator appointed. The official liquidator refused 
to recognise the claim of the I^ocal Government in 
respect of this sum of Rs. 1,000 as a preferential 
one. The Local Government then moved the Dis­
trict Judge of Lahore against thfe decision of the 
official liquidator. The learned District Judge, how­
ever, confirmed the action o f the liquidator where­
upon the Local Government preferred an appeal to 
this Court which came before Mr. Justice Jai Lai 
who, after an examination of the matter, disnjissed 
tTfe "appeal r
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The Local Government represented by the Secre­
tary of State for India has preferred this appeal under 
clause 10 of the Letters Patent and two questions have 
been argued before us. The first question is whether 
the debt in question was due to the Crown, and the 
second is whether all matters relating to priority o f 
debts and the' winding-up of a company imder, the 
Indian Companies Act were governed by section 230 
of that Act or section 61 of the Provincial Insolvency 
Act.

I  do not think it necessary to discuss the first 
qjuestion, as in my judgment the appeal must fail 
on- the second point raised. Mr. Noad for the ap­
pellant contended that by virtue of section 229 of thei 
Indian Companies Act the bankruptcy rules were 
made generally applicable to winding up proceedings 
under the Companies Act, thus attracting the pro­
visions of section 61 of the Provincial Insolvency A ct 
in matters relating to priority of claims. Under 
this section all debts due to the Crown are to be paid 
in priority to all other debts, but this priority does 
not affect the position of the secured creditors. Mr. 
Nqad urged that inasmuch ^  dt was considered ad­
visable to give priority in certain cases, even over 
secured creditors, section 230 of the Indian Com­
panies Act was enacted in order that certain specified 
Crown (and other) debts might be given a further 
preference. This contention is supported by a de­
cision of the Bombay High Court in Motor Em'poriufn, 
Comfany r. N. H, Moos (1), while the conflict between 
section 61 of the Provincial In^lvency Act and 
^ t io n  230 of the Indian Companies Act was not un~ 

cjonsideration in In the matter of the Dehra Dun

i i y m ?  A, I . E . (Bom.) 608.



Mussoorie Electric Tramway Co., Ltd.- (1), IK© case 2.931
relied oii by Mr. Madan Gopal for tiie respondents* Secbetart
Certain English authorities have been referred to at S t a t e

the bar and have been discussed by Mr, Justice Uai 'Pximm
Lai in his judgment. The law in England appears to IkdustkiAi.
be very clear. The rules of bankruptcy have been 
made applicable to winding up proceedings under the 'rio2r)»
Companies Act, but inasmuch as the rules of bank- 
ruptcy in England and the rules of bankruptcy in 
India are different, I do not think that it is necessary 
for me to examine the English authorities cited.

There can be no doubt that the provisions of sec­
tion 229 of the Indian Companies Act make the rules 
of bankruptcy applicable as far as may be- Where, 
however, there is a conflict between the Indian Com­
panies Act and the Insolvency Act, it is clear that the 
provisions o f the Companies Act must be given effect 
to. An examination of section 230 of the Companies 
Act and a comparison of its provisions with the pro­
visions of section 61 pf the Insolvency Act seems to 
me to render it very clear that it was the intention o f 
the Legislature to confine the decision of all questions 
of priority to section 230. The classes of debts dealt 
with by the two sections arc similar, namely, {a) debts 
due to the Crown and other local authorities, and (h) 
the salaries and wages o f clerks and labourers, etc.
In the case of section 61 all debts due to the Crown 
are given priority. Under section 230 of the Com­
panies Act certain specified debts alone are given this 
priority and the priority is extended over the claims 
of certain secured creditors. In my Judgment, section 
230 of the Companies Act was enacted to deal especial­
ly with the same questions as to priority as were
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dealt with by section 61 of the Provincial Insolvency 
Act with the object of superseding that section of the 
Insolvency Act and confining the decision on all such 
matters to the provisions of section 230 o f the Com­
panies Act. In my judgment, therefore, the view 
taken by the learned Judge is correct and I would, 
therefore, dismiss this appeal without considering 
whether or not the claim can be regarded as a debt due 
to the Crown inasmuch as, admittedly, if  it were a 
Crown debt, it does not fall within the purview of 
section 230 of the Indian Companies Act.

Parties to bear their own costs in this Court.

SfiAM -IjAL O.J. S h a d i  XjAL C.J.—1 concur.

N . F . E ,

A ppeal dis m issed.


