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ACT:
Li fe I nsurance Corporation Act, 1956--S. 9(1)--Madras Agri-
culturists Relief Act, 1938 scal ed down certain debts of
agriculturists--Act saved debts due to a Corporation formed
under special | ndi an Law-Loans gi ven by | nsurance Compani es
to agriculturists--1f could be deened to have been entered
into by the Corporation after it took over business of
| nsurance Conpani es.

HEADNOTE:

The respondents, who were agriculturists, took |oans from
two insurance conpanies in 1950 and 1952. © In suits for the
recovery of the debts, filed by the Life Insurance Corpora-
tion after it had taken over the insurance conpanies, the
respondents cl ained that the debts shoul d be scaled down  in
accordance wth s. 4(e) of the Madras Agricul turists Relief
Act, 1938. Section 4(e) kept certain debts and liabilities
of agriculturists out of the reach of the Act, including any
debt due to any Corporation formed in ~pursuance of any
" Speci al I ndian Law'. The Corporation’s -contention that
the debts would not be affected by s. 4(e) was rejected /by
the trial court as well as the Hi gh Court which held that
because of the genesis of the debts, s. 4(e) was attracted.
On appeal to this Court it was contended that s. 9(1) of the
Life I nsurance Corporation Act created a legal fiction that
contracts to which an insurer was a party shall be deened to
have been entered into or issued in favour of the Corpora-
tion and that being so, the debts in question should be
taken as due to the Corporation from the beS$inning “and,
therefore, outside s. 4(e) of the 1938-Act.

Di sm ssing the appeal s,

HELD: Section 9(1) of the Life Insurance Corporation Act,
1956 does not create any legal fiction. It seeks to provide
that the contracts and other instruments subsisting imedi-
ately before the vesting may be enforced and acted upon by
the Corporation after vesting. Under s. 9(2) any pending
proceedi ng on the appointed day by or against an insurer nay
be continued by or against the Corporation. Section 7(1)
provides that all the assets and liabilities of the insurers
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relating to their life insurance business vest in the Corpo-
ration. Under s. 7(2) the liabilities include obligations
of what ever kind existing on the appointed day. The
debts due to the insurers in these two cases were liable to
be scaled down in accordance with the provisions of the
1938- Act which was a liability or obligation appertaining to
the debts on the appointed day, that is, Septenber 1, 1956.
This liability or obligation annexed to the debts nust be
held to have been transferred to and vested in the Corpora-
tion along with the assets of the insurers under s. 7 and
the Corporation in seeking to recover the debts cannot
ignore the obligations of the insurers in respect of the
transactions. [685 G 686 A]

JUDGVENT:

ClVIL APPELLATE JURISDICTION : C. A Nos. 1959 & 1960
of 1970.

(Appeal s by Special Leave fromthe Judgnent and Order
dated ~the 10-10-1969 of the Andhra Pradesh High Court in
L.P. A No. 165/67 and A.S. No. 233/67 respectively).

A. K Somath'lyer, K L. Hathi, P.C Kapoor, for the
appel l ant in both the appeals.

G Venkatarama Sastry, B. Parthasarthi, for respondents
in CA 1959/ 70.

684
A. ‘Subba Rao, for respondents in CA 1969/ 70.

The Judgrment of the Court was delivered by

GUPTA, J.--These are two appeals by the Life Insurance
Corporation of India (hereinafter referred to as the Corpo-
ration) with special |eave obtained fromthis Court against
a common Judgnment of the Andhra Pradesh Hi gh Court dispos-
ing of two appeals preferred by the Corporation. The ap-
peal s before the Hi gh Court arose out of two suits insti-
tuted by the Corporation. For the question that arises for
determ nation, which we wll presently state, it is not
necessary to set out the facts in any great detail. ~One of
the suits was brought in 1961 for recovery of 'a sum of about
Rs. 17,000/-, after giving credit to the payments nade by
the defendants, due on a nortgage executed by the defendants
in 1950 in favour of the Andhra Insurance Company of -~ Masu-
lipatnam The other suit was filed in 1962 for recovery of
about Rs. 45,555/- also due on a nortgage whi ch was executed
in 1952 by the defendants of this-suit-in favour of -the
Nagpur Pioneer Insurance Conpany Ltd., Bonbay. Thus in both
cases the loans were incurred | ong before the Corporation
was established on Septenber 1, 1956 ‘under the Life Insur-
ance Corporation Act, 1956. |In both Suits the nortgagors
claimed that the debt should be scaled down in accordance
with the provisions of the Madras Agriculturists Relief Act
(Madras Act |V of 1938) (hereinafter referred to as the
Madras Act). It is not disputed in either case that the
nortgagors are agriculturists. The trial court upheld their
claim sealed dowmn the debts and decreed the suits accord-
ingly. The High Court on appeal affirnmed the decision. The
claimwas resisted by the Corporation relying on the provi-
sions of section 4 (e) of the Madras Act which is as fol-

| ows:

"4. Nothing in this Act shall affect
debts and liabilities of an agriculturist
falling under the foll ow ng heads:

X X X

(e) any liability in respect of any sum
due to any co-operative Society, including a
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| and nortgage bank, registered or deened to be
regi stered under the WMadras Co- operative
Societies Act, 1932 or any debt due to any
Corporation formed in pursuance of an Act of
Parliament (of the United Kingdom) or of any
speci al Indian Law or Royal Charter or Letters
Pat ent . "

The question arising for decision in the appeals is whether

in respect of the debts sought to be recovered, the applica-

tion of the Madras Act is barred by section 4(e) of that

Act .

Section 4 of the Madras Act keeps certain debts and
liabilities out of the reach of the Act including any debt
due to any corporation forned in pursuance of "any specia

Indian |aw'. There is no dispute that the Corporation
establ i shed under the Life Insurance Corporation Act, 1956
is a corporation as contenplated in section 4(e). It is

contended on- behalf of the appellant that the debts in
guestion in these cases would not therefore be affected by
anythi ng contained in the

685

Madras Act. This contention was not accepted either by the
trial court or the H gh Court who held that the debts were
due originally not to the corporation but to the insurers
whose |ife/insurance business was taken over by the corpora-
tion, and because of the genesis of the debts, section 4(e)
of the Madras Act was not attracted.

It wll be necessary at this stage to refer to certain
provi sions of ‘the Life Insurance Corporation Act, 1956. It
is an Act "to provide for the nationalisation of life insur-
ance business in India by transferring all such business to
a corporation established for the purpose and to provide
for the regulation and control of the business of the corpo-
ration and for matters connected therewith 'or incidenta
thereto". Sub-section (1) of section 7 of the Act provides

that on the appointed day all the assets and Iliabilities
appertaining to the life insurance business of all insurers
shall be transferred to and vested in ‘the corporation

" Appoi nted day’ has been defined in section 2(1) as the date
on which the corporation is established, which is Septenber
1, 1956. Sub-section (2) of section 7 states inter alia,
that the liabilities mentioned in sub-section (1) "shall be
deened to include all debts, liabilities and obligations of
what ever ki nd" existing on the appointed clay and relating
to the life insurance business of the insurer: Section 9
describes the general effect of vesting of the insurers’
busi ness in the corporation. Sub-section (1) of the section
states that unless otherw se expressly provided by the Act,
all contracts, agreenents and other instrunents subsisting
i mediately before the appointed day to which' the insurer
whose business has vested was a party or —-which are in
favour of such insurer shall "be of as full force and effect
against or in favour of the corporation, as the case may be,
and may be enforced or acted upon as fully and —effectually
as if, instead of the insurer, the corporation had been a
party thereto or as if they had been entered into or issued
in favour of the corporation". Sub-section (2) of this
section says that if on the appointed day any suit, appea
or other |legal proceeding was pending by or against an
insurer relating to his life insurance business, it will not
be prejudicially affected by reason of the transfer to the
Corporation of the business of the insurer but may be con-
firmed by or against the corporation

M. Sommath lyer appearing for the appellants in both
the appeals contends that sub-section (1) of section 9
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creates a legal fiction that the contracts or instrunents to
which the insurer was a party shall be deenmed to have been
entered into or issued in favour of the corporation. That
being so, the argunent proceeds, the debts in guesti on
shoul d be taken as due to the corporation from the begin-
ning, and, therefore, outside the scope and anbit of the
Madras Act in view of section 4(e) of that Act. W do not
however think that sub-section (1) of section 9 creates any
legal fiction of that kind. This subsection seeks to
provide that the contracts and other instruments subsisting
i medi ately before the vesting may be enforced and acted
upon by the Corporation after vesting. This is nade clear
by sub-section (2) of section 9 which states that any pend-
i ng proceedi ng on the appointed day by or against an
insurer nmay be continued by or against the corporation

Under sub-section (1) of section 7 all the assets
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and liabilities of the insurers relating to their |life
i nsurance _business vest In the corporation on the appointed
dat e. Sub-section (2) of section 7 states that the |i-

abilities include obligations of whatever kind existing on
the appointed day. The debts due to the insurers in these
two cases were liable to be scaled down in accordance wth
the provisions of the Madras Act which was a liability or
obligation/ appertaining to the debts on Septenber 1, 1956,
the appointed day. This liability or obligation annexed to
the debts nmust be held to have been transferred to and
vested in the corporation along with the assets of the
i nsurers under. section 7 of the Act, and the corporation in
seeking to recover the nortgage dues cannot ignore the
obl i gations of the insurers in respect of the transac-

tions. In our opinion the viewtaken by the H gh Court was
therefore correct.

The appeals are accordingly dismssed wth costs. One
hearing fee.

P.B.R Appeal s di sm ssed.
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