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ACT:
I ndi an Compani es Act, 1956, s. 186-Scope of

HEADNOTE

Under s. 186(1)(a) of the Conpanies Act, if for any
reason it is inpracticable to call a nmeeting of the conpany,
ot her than an annual general neeting, or to hold, or conduct
it in then manner prescribed by the Act or the articles of
the conpany, the Court nmmy order the neeting to be call ed,
hel d and conducted in such manner as the Court thinks fit;
and s. 186(2) provides that such a neeting should be deemned
to be a neeting of the conpany duly called, held and
conduct ed.

The Board of Directors of a conpany called an
extraordi nary general neeting of the conpany for the purpose
of considering petitions filed by sharehol ders regardi ng the
managi ng directors. Apprehending trouble in the hol ding and
conducting of the meeting two share-holders filed a petition
in the Hi gh Court under s. 186 of the Conpani es Act praying
for the appointnent of an advocate Conmi ssioner as Chairman
of the neeting, which was called. The High Court, in letters
Pat ent appeal, granted the prayer.

In appeal to this Court it was contended, inter alia
that the power under s. 186 of the Act could not be
exercised until it was found that it was inpracticable to
call the neeting and to hold and conduct it in the nanner
prescribed by the Act or articles of association, and that
the Hgh Court had not jurisdiction nerely to appoint a
Chai rman of the meeting already called.

Al owi ng the appeal to this Court,

N

HELD: Under s. 186 the Court may order a neeting of the
Conpany to be called, held and conducted, in such manner, as
the Court thinks fit in any one or nore of the
contingencies, nanely, if for any reason it is inpracticable
(1) to call a neeting of the conmpany other than an annua
general neeting. (ii) to hold the neeting in the nanner
prescribed by the Act or the Articles of Association; and
(iii) to conduct the neeting of the conpany in the sane
manner. The use of the word 'or’ in the first part of sub-s.
(1) (a), may, therefore, be disjunctive or conjunctive as




http://JUDIS.NIC IN SUPREME COURT OF | NDI A

Page 2 of 5

interpreted above but the use of the word and between the
words ' held and conducted’ in the sane cl ause shows that the
order under «cl. (a) has got to be nmade for all the three
purposes of calling, holding and conducting and not nerely
for holding or conducting the nmeeting. Therefore, the Court
has no power to nmke any order regarding the hol ding and
conducting of any nmeeting which has already been called,
wi thout ordering a neeting of the conpany to be called, in
pl ace of the neeting already called. The | anguage of sub-s.
(2) also fortifies the above interpretation

Since there was no prayer for an order of calling a
nmeeting the application to the Court wunder s. 186 was not
mai nt ai nabl e. [ 802A- D

JUDGVENT:

CIVI'L APPELLATE -JURI SDICTION: Civil Appeal No. 1136 of
1975.

Appeal by Special Leave fromthe Judgnent and order
dated the 11th day of March, 1975 of the Madras Hi gh (court
in CS.A No. 64 of 1974.

S. V. Gupte, Ms. S. Bhandare for the appellant.

799

S. Govinda Swan nath. Raghavan, R, Chandrasekhar and
Jayaram for respondent Nos. 1 to 2.

M C. Bhandare, A T. M Sanpath-and M M L. Srivastva
for respondent No. 3.

The Judgrment of the Court was delivered by

UNTWALI A, J. The question which falls for our
determ nation in this appeal by special leave is as to what
is the neaning and scope of s. 186 of the Conpanies Act,
1956 hereinafter called the Act. For the determ nation of
the said question it will sufficeto state only a few facts
fromthe judgments of the Madras Hi gh Court. There were two
Managi ng Directors of Century Flour MIls Ltd. respondent
no. 3. Their names are S/ Shri . P. Govindaswany and S. P
Si t hanbaram Both of them had been duly appointed as such in
the year 1972 They subsequently fell out. In August, 1974
certain shareholders of the conpany including respondents |
and 2 |odged a requisition under section 169 of the Act for
the calling of an extraordinary In general neeting of the
conpany for renoval of Govindaswany. Certain other share
hol ders | odged a simlar requisition for renoval  of
Si t hanbaram form the post of Managing Director. Both the
requi sitions were considered by, the Board of Directors in
their neeting held on 19-8-1974. As per the requisitions,
they called an extraordinary general mneeting of the conpany
to be held on 14-9-1974. The neeting was directed to be held
at the residence of one of the sharehol ders of the conpany
instead of its registered office. The shareholders were
divided into two factions belonging to the two groups of the
Managi ng Directors. Apprehending very many difficulties and
troubles in the holding and the conduct of the neeting on
14-9- 1974, respondents 1 and 2 filed an application under
section 186 of the Act, Conpany Petition No. 85/1974 in the
Madras High Court. They prayed to the Court to appoint an
Advocat e- Conmi ssioner as Chairman of the nmeeting to be held
on 149-1974 so that the proceedings nay be conducted in a
regul ar manner. The only respondent inpleaded in the said
petition was the conpany which filed a counter-affidavit to
resist the prayer of respondents 1 and 2. A |learned single
Judge of the H gh Court took the vi ew that power under
section 186 of the Act could be exercise even where a
neeting had al ready been called, but it was inpracticable to
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hold or <conduct the neeting. In other words, the |earned
Judge was of the opinion that the Court even wthout
ordering a neeting of the conpany to be called could appoint
a person to be the Chairman of the neeting. But on
appreciation of the facts of the case in the |light of
certain decisions of the Hgh Courts, he cane to the
conclusion that it was not inpracticable to hold or conduct
the neeting and hence disnmssed the application filed by
respondents 1 and 2.

O S. Appeal No. 64/1974 was filed in the H gh Court
under clause 15 of the Letters Patent against the order
dated 11-9-1974 of the |earned single Judge. By an order
made on Septenber 12 1974 a Bench the High Court stayed the
convening of the nmeeting called to be held on 14-9-1974. It
appears that in spite of the service of ne order
3-L127SCl /75
800
dated 129-1974 on Septenber 13, the neeting was held on 14-
9-1974 CVMP No. 10935/1974 was taken out in the formof a
Judges’ summons under Rule g of the Conpany Code Rule, 1959
to declare the neeting held on 149-1974 as void and the
resol utions passed therein as illegal and inoperative. The
said appeal and the CMP alongwi th other CMPs which are not
necessary to be referred to in this judgment were heard by a
Bench of the High' Court presided over by the |earned Chief
Justice. The Bench allowed CWP 10935/1974, put back the
parties in the same position as they stood inmediately prior
to the service of  the order dated 12-9-1974 and decl ared
that the neeting ‘held on Septenmber 14, 1974 and the
resol uti ons passed ther eunder -~ woul d have no ef f ect
what soever. By a separate judgnent, Appeal No. 64/1974 was
also allowed by the Division Bench. It agreed with the
singl e Judge as regards the nmeani ng and scope of section 186
of the Act but differed fromhimon the nerits of the case.
They appointed an Advocate of the Court as the Advocate-
Chairman to hold and conduct the neeting and directed that
the neeting would take place (at the prenmises’ of the
regi stered office of the Conpany.

The sole appellant in this appeal is a shareholder of
the conpany. Feeling aggrieved by the orders of the Division
Bench of the High Court in CWP No. 10935/74 and in OS Appeal
No. 64/1974 he filed special |eave applications in this
Court seeking leave to file appeals in both the matters. By
order dated 29-8-1975 a Bench of this Court dism ssed as
wi thdrawn SLP No. 1156/1975 arising from the judgnment and
order dated 11-3-1975 of the High Court in CMP No. 10935/
1974. Special |eave was granted fromthe judgnent and order
dated 17-3-1975 of the Hi gh Court passed in OS Appeal No.
64/ 1974.

M. S. V. GQupte, |earned counsel for the appellant
urged the following three points in support of the appeal

(1) That power under section 186 of the Act could
not be exercised until it was found that it
was inpracticable to call a meeting of the
Conpany ot her than an annual general neeting
and to hold and conduct the neeting in the
manner prescribed by the Act or the Articles
of the conpany. The Court had no jurisdiction
nerely to appoint a Chairman of the neeting
without an order for the <calling of the
neeti ng.

(2) That the High Court was wong in holding that
it was inmpracticable to hold or conduct the
neeting of the conmpany which had al ready been
cal | ed.
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(3) That during the pendency of the appeal in the
H gh Court, Conpany Law Arendnent Act of 1974
cane into force on 1-2-1975. The powers and
jurisdiction of court under section 186 stood
transferred to Conpany Law Board by the said
amendment. The court, therefore, had no power
to make an order under section 186 on 17-3-
1975.
801
Since in our opinion the first point urged on behal f of
the appellant is well founded and has to be accepted as
correct, neither of the other two points need any
determ nati on or answer and we express no opinion in respect
of them
Section 186 of the Act as it stood at the relevant tine
reads as foll ows:
"Power of Court to order neeting to be called. (1)
If for any reason it is inmpracticable to call a neeting
of a / conpany, other than an annual general neeting in
any ‘manner in which neetings of the conpany may be
called, or to hold or conduct the neeting of the
conpany in the manner prescribed by this Act or the
articles, the Court may, either of its own notion or on
the application of any director of the conmpany, or of
any nenber of 'the conpany who woul d be entitled to vote
at the neeting, -
(a) order a neeting of the conmpany to be call ed,
hel d and conducted in~ such nmanner as the
Court thinks fit; and

(b) give such ancillary or consequenti a
directions as the Court thinks  expedient,
i ncl udi ng directions nodi fyi.ng or

supplenenting in relation to the 'calling,
hol di ng and conducting of the nmeeting the
operation of ‘the provisions of this Act and
of the conpany’s articles.

Expl anati on- The directions that nmay be gi ven under
this sub-section may include a direction ‘that one
menber of the conmpany present . in person or by proxy
shal | be deenmed to constitute a meeting.

(2) Any neeting called, held and conducted .in
accordance with any such order shall, for all purposes,
be deened to be a neeting of the conpany duly called”
hel d and conducted."

It corresponds with slight variation to section 79(3) of the
Conpani es Act, 1913 and section 135 of the English Comnpanies
Act, 1948. The plain meaning of section 186 is that the
court may order a nmeeting of the conpany to be called, held
and conducted in such manner as the court thinks fit in any
or nore of the follow ng contingencies.

(1) If for any reason it is inpracticable to cal
a neeting of the conpany other than an annua
general rmeeting.

(ii) If for any reason it is inpracticable to hold
the neeting of the conpany in the nanner
prescri bed by the Act or the Articles.

(iii)lf for any reason it 1is inpracticable to
conduct the nmeeting of the conpany in the
sane nmanner.

on the occurring of any or nore of the said contingencies
the court has to order the calling of a neeting of the
conpany and its hol ding

802

and conducting in such nmanner as the court thinks fit. The
use of the word 'and’ between the words 'held and 'conduct’
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in clause (a) of sub-section (1) <clearly shows that the
court has no power to make any order regarding the hol ding
and conducting of any neeting which has already been called
wi thout ordering a neeting of the conpany to be called in
pl ace of the neeting already called. |If an order under
clause (a) has been made such ancillary or consequentia
directions as the court thinks expedient could be given
under clause (b) including a direction within the nmeaning of
the explanation appended thereto. The |anguage of sub-
section (2) further fortifies the above interpretation of
sub-section (1) and makes any neeting called, held and
conducted in accordance with an order under sub-section (1)
to be a neeting of the conpany duly called, held and
conducted. The wuse of the word or in the first part of sub-
section (1) may be disjunctive or conductive in the manner
we have interpreted above. But undoubtedly the order under
clause (a) has got to be for all the three purposes and not
nmerely for hol ding or conducting of the meeting.

In Conpany Petition No. 85/1874 no prayer was nade to
the Court. for an order for the calling of a neeting of the
Conpany nor _has any such order been nade by the Hi gh Court
in appeal. In our opinion, therefore, the application as
presented in the Court under section 186 of the Act was not
mai nt ai nabl e. No prayer was ever nmade to the Court for an
order that a neeting of the conpany be called. A fresh
application, it goes without saying, if necessary, can be
made under section 186 of the Act. But then'it will have to
be made to the authority mentioned inthe amended section

For the reasons stated above, we allow this appeal set
asi de the judgnent and order of ‘the H gh Court passed in OS
Appeal No 64/1974 and dismss Conpany Petition No. 85/1974

as being not maintainable. W shall direct the parties to
bear their own costs throughout.
P.B.R Appeal all owed.

803




