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| %r CAPITAL ISSUES (CONTROL) ACT, 1947

© (AT No,'29 Ur:1947)
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- An Act to provide for ™ * * control over issues of capital,
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- WHE-R.EAS_it' is expedient to pi‘ovide for 1% * * control _ovér issues of capital;

It is ;hereby enacted as follows :— ) \ - :

o 51."-.§li’dft.tiflé:5iid extent—(/) This Act may be called the Capital Issiles 2 * *.% (Control")‘-Act, i
1947. : LT . :

' I It ef;'ten'ds t6 the whole of India except the State of Jammu and KaShﬁir, and it appliés also
to citizens of India outside India]. _ 7 . A

4% - ’ & * %

5[2_. .Deﬁnitions and'interpretétién'—‘(l) In this Act, unless the context otherwise requires,——

('a")_' ‘-‘éompany” means a cdmpani/ as defined in ‘sectio:n 3 of the Cdmpaniés Act, 1956 (1 of
1956), and includes a fore_:lgn company within the meaning. of section 591 of that Act; .

Lo (1;)'-",‘issne‘ of capital” méjansit-hc issuing or creation of any securities whether for cash or other-
.+ wise, and includes the capitalisation -of profits or reserves for the purpose of converfing partly
“. 'paid-up shares into fully paid-up shares or increasing the par value of shares aiteady issued;
o) __‘-‘pi-‘ivafe éompany’,’ means a private company as defined in section 3 of the Companies
Act,; 1956 (1 of 1956);- S ‘ . B

) “prospectus” means any prospectus, notice, ciréular,_ advertisement or other document
-+ 'inviting offers from the public.for the subscription- or purchasé of any securities of a company;
- (o) “Sécu;-jtics” means any of the following instruments issued or to be itsued, or created or to
~be oreated, by or for the benefit of a company, namely:— - o ' :
T (i) shares, stocks and bonids;
- (if) debentures; -
GGy mortga_gé deeds, instglimc_:nts,r of pawn, pledgé or hypothecation and any other in-
* struments, creating or evidencing a charge or lien on the assets of the company; and -
-+ () instruments acknowledging loan to or indebtedness of the company and guaranteed
- by a third party or eatered into jointly with a third party; o -

(f) “states” means the tetritories of India to which this Act extends,

. L. The words “the cbu_tinuance of”* omitted by Act 8 of ]956, 5.2, '
2. The words “‘Cdptinﬁf-mce of ™ omitted by s. 3, ibid. _
3. VSubs.rby Act‘z?_ of 1950, 5. 2 for the former sub-section (2),
4. Sub-section (3) omitted by Act 8 of 1956, s. 3. '7 ' . _
'5,.Su'Bs.. by Act-50 of 1957, s, 2 for the former section. - - , SR
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" .(2) Any reference in this Act to offering securities to the public shall be construed as including a
reference to offering them to any section of thé public, whether selected. as members; debenture-hol.
ders or holders.of any other securities of the company congerned or s clients of the person issuing any

- prospectus in relation to such securities, or selected in any other manner : o

o Prdvided that"the foregoing .pr,ovisibns shall not be taken as requiring any officer to be treated as
~made to-the public if it can properly be regarded, in all the circumstances, asnot being calculated to
result directly or indirectly in the securities becoming available for the gubscription or purchase by

‘persons other than those receiving the offer, or otherwise as being-a domestic concern of the persons
making ‘ot receiving it.] ) : . : o

'3, Control over issués of capital—(/) No company incorporated in the States shall, except with
the congent of the Central Government, make an issue of capital outside the States, -

_ 2) No company, whether incorporated in the States or not, shall; except with the congent of
-the Central Government,— - : - : . '

(#) make an issue of capital in the Sfafes;

(b) mak_jé ih""c‘hc'St_atés‘any‘pﬁbl-ic offer of sécurifies _fof'sale; _

L ) renew or postpo'ne the date of m’aturity'or repayment of any security -matnring -for.
- " payment in the States. T : :

A (3) The Central Government may on application make an order according recognition.to-an issue
. of capital made or to be made outside the States by a company not-incorporatéd in the States.

“.. . (4)The Ceritral Government may qualify any consent or recognition, accorded by-it under sub-- -

_section (2) or.sub-section (3) with such conditions, whethér for immediate-or future fulfilment, asit
“thay think ‘fit'to impose; and wheie a company acts in pursuancé of such-consent or récognition, it

. shall .comply with the. terms of any condition so imposed. . o .

R ) I.:i:';an,'appl_.i'cﬁtibri, for the consent or recognition of the Central.Government under. any
“dfithé provisionsof this section is refused, the Central Government ‘shall, upon the request of the :
applicant; communicate to-him in writing the reasons for such refusal, : : _ ,

' .':-‘;:JZ\_;._i.i.[(B);EheCen&aliGovcrnr_rieﬁt‘_may__‘by order at any time— .

. “{(a) revoke the consent or recognition accorded énder any of the provisions of this section;
R R R S T D .
“4¢ 3 5(h) wheré such-consent or regognition has been qualified with any conditions, vary all.or any -

“of ‘those conditions
Y Prévidedtﬁat 'ﬁcfor'e anorder iinder this sub-section is' made ‘the. company ceoncerned shall be
© "given a reasonable opportunity of showing cause why such order should not be made. - -

o _.(75';jWh¢re an'érdér has been made under sub-scction (6);the Cental Govefhﬁicnt shall, upon the

régiest of the company concerned, communicate to it in writing the reasons for such order.]

Sen i BRI e Ly R e L e e s - T e -

e ,2[4.'Co|{trql advertisement of offer ‘of securities for subScrlptlon_;‘etc.-—*—-(])‘ ‘No person shal] cir-

- culate -any offer,.being a public offer, i the States for.the subscription or pur¢chase of any securities
;ﬂ_@ss,gc'ggggnt;,.‘qgaregognitio_n has been accorded by the Central Government under this Act to the

o }Uésue-or creation of such securities and a Statement has been made to that effect in the offer.

2y No company.-shall circulate.any offer, being an offer to existing holders of the securities of that
‘company or to existing holders of the securities of any other comipany “$pecified in the offer, in the
§tates for the subscription or purchase of any securities of such company unless recognition has been
‘accorded by the Central Government under this Act to the issue or creation of such securities and a

" statement has been made to that-effect in the offer. - . :

M byAdtSOOf 195783 L+
9, Subs. by Act 50 of 1957, s, 4, for the origi'nal_" scetion.
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ﬂS‘) No person shall without the conseat of the Central Government circulaté any offer, being 8
public offer, in the States for the sale of any securities issved or créated with the consent or recognition
of the Central Government if such issue or creation was made by a private company or if the order - '

according consent or recognition contained a condition that the securities should be privately sub-
scribed.] : ' : o S : S Y

- 5. Pugchase and sale of securities—(/) No person shall accept or give any consideration for any
secutities inrespect of an issuc of capital made or proposed to be made in the States or elsewhere un-
less the qonSent or recognition of the Central Government has been accorded to-such issue of ca’pi'tal..r '

" (2) No person shall sell or purchase or otherwise transfer or a&:ept transfer of any seeuritics issuéd

by a company in respect of any issue of capital made after the 17th day of May, 1943'in the States

or elsewhere unless such issue has been made with the consent or recognition of the:Central Govern-
-ment, ' o ‘ B o .

S 6 Eowér to éxempt' and to condone contraventions-—(7) the Central deer_nmeni Ihﬁy,"'by general
- “order! which shall be notified in the Official Gazette, provide for the granting of exemption from all
" orany of the provisions of sections 3, 4 and 5. ' _

(2) The Central Government may-by order condone a contravention of any of the provisions of
section 3 or section 4 Hor section3], and on the making of such order the | rovisions of this Act, shall
“'have effect as if an"exemption had been granted under sub-section (J) of this scction; in tespect of
 the thing done or omitted to be done in contravention of section 3 or section 4 2[or section 5, as the
.case may be, - ' ' I -

" 31, Power to call for information—Any officer avthorised .in"this behalf: by 'the;Ceﬁtrél' Goverp-.
. ment may, for the purpose of inquiring into the correctness of any statement made in an application

for consent or recognition to an issue of capital or for the purpose of ascertaining whether or not the

“'requirements of any condition attached to an order dccording such consent or recognition have been
_.complied with or for the purpose of obtaining particulars as to in total capital jssiied or for:any other .
purposes of this Act, require any company or any office of @ company to submit and furnish to him-
... within such time as may be specified in the requisition such accounts, books or other documents and -
" . such information as, he may reasonably think necessary.] o -

. 8, Falsestatemen —No person shail, when complying with any requisition under section 7 or when

“making.any application for consent or- recognition to-anissue of capital 4or’ in connection: with any

 of the other-provisions of this Act], give any information or make any statement which he knows, ot

' has reasonable cause to believe, to be false or not true in any material particular.” . '

U - TR

"+ 9, Prohiibition agaiust disclosing information—No person who obtains any information by virtue -

: Lot this Act.shall, otherwise than in:connection with the execution of the provisions of this Act or of : "
' dny érder'made in pu.rsuanoe-thereof‘, disclose, that information to any' other person gxcept with the = - ;
permission of the Central Government. . - W e e T

.10, Power to delegate function—The Central Government inay, by Sorder direct-that any power-

©-or. dyty which by or. urider any of the preceding provisions of this Act is conferred of imposed upon
Ceiitral: Government shall; id such circimstances and under such conditions; il*any,;:as may

- éTspeiified in the direction, be exercised or discharged by any-officer subordinate to that Govern-

inittee to advise Government—The Central Government shall, by notification in the Qﬁi-

.11, Co , ,
- cial Gazette, constitute an Adyisory Committec consisting of not nore than five members, and may
pebin time to “time  refor: to it for advice any such matters arising out of the administration of this
Act as <the Central Government may think fit. =~ . : R

pital fssues (Exemption) Ordet, 1949, sce Gazette of India, 1949, Pt. 1, p. 11,
o Soof 1957,5.5. R R

_yf'g.kﬁ,- thid., for the origitial section.
\y Act 50°of 1957, 5. 7.

dia, 1941,'Bx't’rad£dh_1ary.r- p. $3%; Eﬁ&a&d{nafj;qggéj' "1"-1112‘.‘1'.'6%1;‘723_'.5.*? o
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Capital Issues (Control) Act, 1947
12, Power to make rules—I[(7)] “The Central 'Govefhléiént‘rr‘xay by notification in the Official
Gazette make rules Zor carrying out. the purposes of this Act fand in particular for the levy of fees

on applications made to the Central Government for its ¢onsent}:

~ 4[(2) Every rule made under this scction shall be laid, as soon as hiay-be. after it is made; before
each House of Parliament, while it is in session, for atotal periogd of thiry days which may be comprised
in one session or in two or more successive sessions, and if before the expiry of the session immediately

_ following the session or the successive sessiong-aforesaid, . both Houses agree in making any modi-

fication in the rule or both Houses agree that the rule should not be made, the rule, shall. thereafter
have effect only insiich modified form or be of noefféct, as the case may be; $0, however, that any such

modification or annulment shall be without prejudice to the validity. of -anything Dreviously done -
under that rule] ST Al : .

o 13. Penglties—{?) Whoever contraveriss, or attempts t0 contravéene, any of the provisions of
this Act ofof any order made thereunder shall be punishable with imprisonment for -a term which-
may extend to one year or with fine or with.both. " i . . R

i

- (2).If the person committing an offence punishable undex this section is a company or other body

-cOrporatc,' gvery -di_req_tor,_manage_r, secretary or “other officer thereof shall, unless he proves that the
offence was committed without his knowledge or that he exercised all due diligence to prevent its
commission, be _degmeg_tq be guilty of such offence. E L P '

14, Burderi of proof in certdin cases—Where any person ifé.-pfdsecﬁted- for contravening any pro=

© vision of thig Act or of ‘any order made thereunder which prohibits him from doing an act without

the consent ot permission of any authority the burden of proving that he had the requisite consent

. or permission shiall-be-on him,

15 Protection of action taken under Act—No suit, pfoéecutioﬁ ‘or other legal proceedings shall lic
_against any person for anything in good faith done or intended to be done under this Act or any
rul¢ or-order made ‘thereunder.  ~ . - . : . - L ‘ '

e ‘16, Cﬁnfin{iance of existing orders and savings—(/) All orders made or déemed to be made under.
~.- the provisions of the Capital Issues (Continuance of Control) Ordinance, 1947 (5 of 1947) and in force-
immediately before the commencement of this Act shall continue to be in force and be deemed to be

-orders made under the corresponding provisions of this Act, _ B
" (2) Section 6 of the General Clauses Act, 1897 (11 of 1897); shall apply upon the expiration of the

* sai¢-Ordinance as if it had than been repealed by this. Act. -

1. 8, 12 renumbered as sub-section (1) of that section by Act 50 of 1957, s, 8. o _
5. For the Capital Issués (Application for Consent) Rules, 1954, see Gazette of Tndia, 1954, Pt. II, Sec. 3, p. 508, - -

3. Added by Act6.of 1953,5.3. S T
4. Subs. by Act20 of 1983, s 2 and Sch. (w.ef. 153-1984). ek o

[Sections 12—16]




