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officio until the winding up is completed. W e would recommend 

S. 647. an amendment o f this section as follow s:—

“ W here the winding up o f  a com pany w hich commenced 
before the date o f  the coming into force o f this Act is 

pending on that date—

(i) sections 471, 472, 552 and 555 shall apply in respect 
o f  any moneys paid into the Com panies Liquidation 
Account, whether before or after such commencement;

(ii) the further proceedings in liquidation after the order 
for winding up m ade by the C ourt m ay, on an applica­
tion made to the Court by the Registrar or any person 
interested, stand transferred to the Official Liquidator 
appointed under this A ct;

(Hi) in  other respects the company shall be w ound up in 
the same manner and w ith the same incidents as i f  this 
A ct had not been passed.”

Nidhis and Benefit Societies

208. .W e have now to advert to a class o f companies which 
are sui juris and which present peculiar features. T h e re  are a 
large number o f  concerns in South India variously styled as 
N idhis, M utual Benefit Societies, Permanent Funds etc. T h ey  
are companies incorporated and registered under the A ct o f  1913 
or the earlier Companies Acts. T h eir objects inter alia are to 
enable the members to saye money, to invest their savings, and 
to secure loans at favourable rates o f  interest. T h e y  inculcate 
the idea o f  thrift and compulsory saving in the minds o f  the poor 
and middle class people. T hese companies have a fixed capital 
consisting o f  shares o f  one rupee each. ■ T h e  shares are not offered 
to the public for subscription but allotted to those who desire to 
take advantage o f  the benefits offered for depositing or borrowing 
money. These companies have transactions only w ith  the mem­
bers and not with the public. T h e y  help the members to save 
money by receiving from them recurring deposits o f  sm all sums 
every month and repaying the accumulated sum at the end o f 
4, 5, 6 or 7  years, as the case m ay be, w ith interest calculated on 
the amount standing to the credit o f  the depositor each month. 
Loans are granted to members on the security o f their recurring 
deposits or o f  jewels or house property repayable w ith  a moderate
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rate o f  interest during a period o f  4  to 7 years in m onthly instal­
m ents. F o r  instance, a m em ber w ho subscribes one rupee every 
m onth fo r  a period  o f  7 years gets R s. 100 at th e  end’ o f  th e  period, 
the rate o f  interest w orking ou t at 6 per cent. Sim ilarly, a m em ber 
wfco borrow s R s. 500 on th e  security o f  his recurring deposit or 
other secu rity  has to  pay R s. 5 every m onth at the rate o f  one rupee 
for every  R s. 10 o f  loan and, i f  he continues to pay the sam e for 7 
years, th e  total am ount he w ill pay  w ill com e to Rs. 420 b u t the loan 
o f  R s. 500 is autom atically discharged at th e  end o f  7  years, the 
d ifference o f  R s. 80 representing the interest contributed b y  the 
co m p an y on th e  m onthly instalm ent o f  5 rupees paid b y  th e m em ­
ber. A s  these com panies deal on ly  w ith  th eir m em bers and their 
business is restricted  to receiv in g  deposits from  and lending 
m o n ey to m em bers, their m ain source o f  incom e or profits is the 
d ifference betw een  the interest paid  to and earned from  the m em ­
bers. T h e y  do not open current accounts. Som e o f  these 
com panies b y  reason o f  th rifty  m anagem ent have built u p  reserves* 
an d  acqu ired  assets in  the shape o f  buildings, G overnm ent securi­
ties etc. T o  take the case o f  M ylapore H in d u  Perm anent F un d  
L td .,  M ad ras, the authorised capital is R s. 1,00,00,000 and th e  
paid  u p  capital is R s. 36,000. T h e  m em bership o f the com pany 
fluctuates and in 1956 it was 30,000. E ach  m em ber is allotted 
on e share o f  th e  face valu e o f  Re. 1. T h e  annual dividend 
declared  in  1956 was one anna six pies p er share. T h e  shares are 
n o t quoted  011 any Stock E xch ange or dealt in  on th e  market, 
b u t are transferable. T h e re  are tw elve  directors, o f  whom, one 
is styled  th e  Presiden t and another is  the internal auditor. T h e  
annu al rem uneration o f  all th e  tw elve  directors is Rs. 10,000 and 
th e y  are n ot paid  any sitting fees. T h e  com pany was established 
in  1872. and its reserves are about R s. 10,00,000. T h e  other N id his 
an d  B enefit Societies are o f  th e  sam e general pattern and function 
in  different parts o f  the C ity  o f  M adras or in the u rb an  areas in  
th e  m ofussil. T h e y  are not co-operative societies b u t are run 
o n  th e  sam e principles and their num ber is appreciable.

I t  has b een  represented to  u s that th e  application o f  somesdjsj 
th e p rovisions o f  th e  C om panies A ct, 1956 to com panies o f  tSjjlj 
aforesaid ty p e  has resulted in considerable hardship to  th em  an il 
seriously  crip p led  their slender resources.
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Section 53 o f  the A ct relating to service o f  docum ents on 
members individually involves considerable expenditure b y  way 

o f  stationery, printing and postage in  the case o f  these Nidhis 
whose m em bership runs into several thousands. Publication 
on the notice board o f  the com pany and an advertisem ent in  a lpcal 
daily newspaper in one or tw o issues should be deem ed to be 

sufficient.

N idhis w hose m em bership is  generally un w ield y have to be 

exem pted from  the obligation to file every year a return  o f  mem bers5 
past and present, under section 159. T h e  com piling o f  such a 
list com prising thousands o f  nam es is a laborious task  involving 
a huge amount o f  clerical w ork  w ith  no corresponding advantage. 

I t  is enough i f  the changes in m em bership that have taken place 
during the year are alone returned.

In  view  o f th e  large m em bership o f  these com panies the pro­
visions o f  section 166 m ight be relaxed so as to allow  the holding 

o f  annual general meetings at places other than th e  com pany’s 
registered office and on holidays. Section  207 also requires to be 
relaxed in these cases. T h e  requirem ent o f  p ostin g dividend 
warrants to  members should not app ly  to  these com panies w ith  a 
share capital o f nom inal value and declaring a paltry  sum  o f  a few 
naye paise as dividend, in v iew  o f  the expense in volved  in postage 
w hich exceeds the amount o f  the dividend. T h e  d ividend should 
be made payable at the counter on dem and b y  the shareholder or 
credited to his account w ith  the com pany. T h e  requirem ent o f  
section 219 as regards the sup ply o f  copies o f  the balan ce sheet 
and profit and loss account to each o f  the m em bers m ig h t be re­
laxed and it m ight be provided that their publication on th e  notice 
board o f the com pany and in  one or tw o local new spapers shall be 
sufficient and any shareholder w ho applies to  the com pany in w rit­
in g for a copy o f  these docum ents shall be entitled to receive  a copy 
at the office o f  th e  com pany. S ince these com panies are carry­
in g on business o f  a- more dr less sterotyped character, th ey  m ight 

b e  exem pted from  the provisions o f section 280 relating to  the age 
lim it o f  directors. In view  o f  the petty nom inal valu e o f  th e  shares, 
the provision in section 276 allow ing a tim e lim it for the acquisi­
tion o f the ,share qualification o f  a director m ight b e  abrogated 
and the companies m ight b e  allow ed to  provide b y  th eir articles
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that no person w h o does not possess the requisite share qualifica­
tion  shall be  elig ib le  for election as a director. In view  o f  the fact 

that loans are advanced to m em bers only on the security o f  their 
recurring deposits or gold, jew ellery or house property, the restric­
tions im posed b y  section 295 in  regard to loans to directors or their 
reratives m ight be relaxed and such  loans m ight be perm itted in 
conform ity w ith  the articles. T h e re  is no justification for exem pt­
in g  these com panies from  the operation o f  section 314, particularly 
w hen w e are fixing a m inim um  salary lim it for the office in the 
am endm ent proposed b y  us. T h e  filing fee o f  Rs. 5 laid dow n in 

S ch ed u le  X , subsequently increased to R s. 10 in the case o f com ­
panies having an authorised capital o f  rupees one lakh and above, 

in respect o f  th e  return o f  allotm ents to be filed under section 75(r) 
o f  th e  A c t  w orks serious hardship in  the case o f  these companies,, 
B efore the present A c t they w ere paying only 4 annas for each 
allotm ent o f  the value o f Rs. 1 to  25. In  th e case o f joint stock  
com panies other than N id his, further allotm ent o f shares after the 
initial allotm ent is m ade occasionally. In  the case o f  N idhis, the 
m em bership is increasing m onthly and the number o f  shares 
allotted in  a m onth m ay not, in m ost cases, exceed 25 shares o f  
R e. 1 each. E v e n  i f  one share is allotted in a m onth, th e  com pany 
has to pay Rs. 10 a m onth, w hich is fo rty  tim es the rate charged 
un der th e A c t o f  1913 and is incidentally ten times the am ount o f  
th e  capital involved. It is necessary that in  the case o f  N id his, the 
fee leviable in  respect o f  the return o f  allotments, to be filed 
un der section 75(2) should b e  considerably reduced so as to enable 
th em  to  extend their usefulness and service to the poor and the 
low er m iddle class people. T h e  C entral G overnm ent m ight 
reduce the fee in the exercise o f  its pow ers under section 613 o f  th e  

A ct.

T h e  S .N .D .P . Yogam , w hich is a  non-profit m aking concern, 
has m ade a representation that it  should be exem pted from  the- 
operation o f  certain provisions o f  the A c t, in  view  o f  its large mem­
bership o f  over 12,000, its num erous branches num bering 1270- 
and its social and educational activities. A s  regards th e require­
m ents o f  sections 53, 166 and 172 regarding notices, venue, date 
and hours o f  th e  annual general meeting, from  w hich  the Yogam . 
w ants to  b e  exem pted, the considerations that apply, to the case 
o f  N id h is w h ich  w e have adverted to above, appiy also to th e
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lo g a m . T h e  sam e is the p osition  w ith  regard  to  th e applica­

b ility  o f  sections 280 and 314 , ‘ „If, as stated  b e fo re  as, th e  so- 
called branches o f  the Y o g a m  are autonom ous bo d ies h avin g sep­
arate constitutions and m em berships and acq u irin g  p roperties and 
disposing o f  th em  in their ow n righ t w ith o u t referen ce  to the 

Y o g a m , then th e y  are not, s trictly  speaking, branches o f  the com­
pany and th ere  is no need fo r  any special exem p tion  fro m  section 

209. T h e y  have to get them selves registered  as com panies. W e 
are  o f  the opinion that N id h is and B en efit Societies o f  th e  type 
m entioned above should confin e th eir business activ ities to  the 
State w herein th ey  are registered  and sh ou ld  be go vern ed  by 

appropriate State legislation.

A cknow ledgem ent

209. W e w ish  to  express our w arm  appreciation  o f  th e  w ork 
d o n e b y  S h ri F . N . Sanyal, ou r S ecretary, w h o  analysed  and collated 
a  mass o f  notes and m em oranda received  from  d ifferen t quarters 
an d  also rendered  us valu ab le assistance in th e  p rep aration  o f  
our report. O u r A d m inistrative O fficer, S h ri V . K .  V enkataram an, 
perform ed th e tasks assigned to h im  w ith  com en d able th o ro u gh ­
ness and prom ptitude. T h e  sm all sta ff o f  th e  C o m m ittee  con­

sistin g  o f  tw o  assistants and tw o typ ists h ave w illin g ly  w orked 
overtim e and g o t ready ou r d raft and fa ir  reports w ith o u t delay. 
W e  conclude our report w ith  th e  h op e th a t our recom m endations 
m ay serve to  achieve th e objects o f  our enquiry.

(A . V . V isvan ath a  Sastri) 

C hairm an.

(G . Basu)

(J. D .  K . B row n)

(C . C . Shah)

(K. R. P. Aiyangar)

(F . N . Sanyal)

Secretary.
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