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ORDf,R

The ptsenr peririon is liled under section lllA ofthe Companies Act,

1956 pE) in,q rhis Bench ro dircd the fespondenls to effed the transfer ofsharcs

numbering l07l shares ofrhe Rl Compan) in the narne ofthe pelitio'er.

MfRCANTILE BANK

-.- PETITIONER

... RESPONDENTS

2. The counsel rliteared lbr fie peritioner

c.se Hc subni ed rhar rhe pet;rioner compan\

nareted the b ef facrs of rhe

had purchased 1073 shares of
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fte respondent company and presented $e same tbrrrandlr wirh rhc resPondent

bank on various dates between April :012 (o October' :01:. The respondenr

repeatedly reiused to uansfer the shae quoling one reason or olher lor

complimcc ofcerrain inesulariries. l he perirbnd conprnl aho colnplied $i

the rcquirement offte rcspondenr b!nk. Th. respondcnr bank b) lener dated

02.01.2013 impugned herein finall) tame our $i$ irs frLrt colout of \vhidsicr L

Reason rc.rinS rhe petitioncr comp.n)'! inle$ment in rhe shlres ol th.

respondent bank withir tlre eroup or'Shri B Si\anrhi Adirhan and Shri B.

Ramachandran Adirhan. fhe e\pllnalion as quoFd b)' the .espondenr b'tnk

c.lling ir as a gfoup is thal the invesurent b)_ lhc petilioner and irs director nade

independenrly inro the companies in \lhich Shri B Si\anrhi Adnhan or his son

Shri Balasubramanid Adnh.o is dirccror. nrdidrlt cone Nithin the grouP

cobcem ofShi B. Sivanthi Adnhat. lhe said |lasoning js norhing but iarcc to

.ejecl the sharc lrmslir ol-fte pcrilioner' Ihc respondcnt bank eded in its

rcasoning shich is noihing bul _rcrnoteness ol re.soning and ilsLrch illogical

conclusions arc to lccepled. ren rhe enrirc sh.lr0holde|s or'the respondenr bank

lbms under 'single group since shrrcholde6 oflhe r.sponde bank ae in one

way or odre! conneded thrcugh inveslmerrrs in the sharc of Blue Chip'

Compa es. $us rhe respondenr bank cantor transFr an) sharc lbr tlrlr natrtr

withour RAI trior approval.

3. lr is submilrcd thar fte dates.Dd elenls perse evidence fic fact ftar the

respondent bank h.d delibentely kcpt reiusiDg to f.ns'd the sharcs in the name

oflhe perilioncr tbr ulerior moriees. The respondenr blnk on the conhr) hld

trantered the shares purchased b) \Rl excecdio-q l0% qilhour pior approvrl

of RBl. which clearly sho$s fie nulaide rnitude of rhc resPondenl bank and

hostitil) ro$trrds fte p.lilntner' I hc rexsoning xdopred b) the esponde'r b'nk

bringing the p€titioner conlPan) Nithin group of Shri I] Silanthi Adilhan and

his son Shri Balasubmlrranim AdlhaD is ro ritiare the rrxnsfer ol eha'es in tle
I
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nam€ offte pedioner cohpany. Tbe r€sponden! bdk calling the invesrment of

rh€ petil ioner conpan) in the share of rhe respondent bank fominS undef a

-qrcup 
concem is nofting bu remokness ofrcasoning and can.ol be sustained

in la\ orheNise rhe enrire sharcholder\ ofthe respondcnr bank foms under

'Single group since shareholders ofrhe respondenr bank are in one way ol

o$er connecred inrer alia through inleshents in fte share of'Blue Chip'

Companies or orher companies The ret-usal to transfer fte shares in the name

ofrhe peridoner compln) b\ the respondenr bank i! deliberate sirh uherior

nrolires Hence he requesred rhe Bench ro g.ant the reliefas prayed for.

{. l-he rcspondenr filed repl) sraremenr ro the pernion. Sh.i R.

Shankaranara)anan. learned counsel appeared for the respondent submitted fial

the petition filed is nol rrraintainable tbr d]e fbilowing amongst orherreasonsi

a. The peririon k iled lbr a direction to the respondenr lo etlecl the

transfe. of l07l sharcs $irhoul insisling for tiesh or revalidaaon transl-€r

lbrms and to recritr-. ihe register ofmembe6. Seclion I IIA(2) deals with

rectificarion ol rcgisrer of members The proliso €nables a person to

lpproach this lkrn ble Boa.d for a direction to regisrcr the tansfer of

rhafts. The prc\iso ca. be pas.ed inro senice onl) when lhe conpan.!

€luses to reBisr.r rhe rFnsFr ol sha.es and such rctusal is wnhoui

sufllcienr cause. Th€ peririonef souSht lhe transttr of shares and aher

halin-q a prolo ged correspondence fte respondenl raised cenain

imponaDr queries touching upon rhe rransfe. of shares md ultimalely

called upon rhe peririonei to tumish all panicuhB 10 enable fte

fespondenr ro rlke rhe marter lbr$ard. The respond€nt poinled out that

rhe rra.st_er of sharcs requircd the approlal oI the RBI as pe. rhe

-quidelines issued bl the RBI and $e paniculars are required rc seek fte

approlal. In orher uords the respondenr did nor €ke any tinal decision

on the lransfcf ol shafes but onl] called upon lhe petitioner lor better
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paniculad and also enrered ! Calear fiar lhe ranster mieht \an'anr

approval by $e RBL lhe sum and substance ol rhe lener dared

02.01.2011 is thefeiore not o e retusing to regisler the transfer but one

which caus lbr paniculaG. Ihe petnion is rherelbre prcmarur. and is

liable lo be dismissed.

b. The respondeDt is requiEd b) la$ to ref.r lhe nariers ro rhe RIll in

rcsped of transl;r of cenain sha.es if the lrantir impinges upoh rhe

circular issued by rhe RBL lhe grievances ofth. perilione. ifanl on an)

dccision rhar Ral migbr rake has to be rcdressed in a nunner knolvn to

law and the p.lition under lll-A is nor mai ainable.

5. He llnhe. submited thlt rhe RBI b) vi,1!c ofthe pose6 lested in ir

issues guidclines on acknoNled_qcnrenr lbr acquisirbn fo. rrnnsl-er of sh.rcs in

privale section banks such guidelinc$ assuDes grcar imponancc as banks nol

only acc€pts deposit! but also employs fie llrrd and lre rcsponsible rbr

levemgi.S llnds tb.ough credir creation. RBI plsed one such guideline on

01.02.2004 \vhercb) ir nade n dandab'l lhar an) acquisiaon oI shares ol 5%

and abovc of the pdid up c0piul ol a pri\ate section bank requires

acknowledgemenl. No sinSle enrit) or Broup (t related enliries should control

direcrly or indirectl) b) holdins shares in excess o I I 0% ol paid up share capilal

ofrhe bank. The bank is required ro refer allcascs oftranst_er of shares when it

exceeds 5% to RBl. 'lhe respondenl receiled requesr ibr fanster o1 947

equir!- sharcs in farour ol fte peririoer. Ihe.c \fere as ntan! as 24 rranstr

deeds and rhe consideratioi in all rhc lranster de.ds $.s srared to be Rs.5000r.

The respondent on considering the cquesl scnt ! leiter on 1007.201: calling

upon the petitioner askinS lbr a llo.rd resolution. ! communication tiom tle

Chanered Accoununt .onfidinB rhe co$ ol total inlesrmcnt in the subicct

shees rogethcr with olhcr inlesttncnN are wilhirl the liDirs laid down in the

Boa.d rcsolulion and a fcw ofter dLllils. lhis Nas ibllo$ed by anode. letter
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daFd 0:08.:01: sher.br ir \fas poinled oul lhal he toral invesrmem by the

pernion.r \as limited ro Rs I c.orc and rhar the poposed investmenl would

exceed more rhan one crore as the curenr markel ralue ofthe shafe prelalent al

ihat tim€ Nas Rs.58.000/- The respondenl found thal the paid up capital and

rhe resenes ol the pernioner comprn!.s on il.0l.:0ll *as Rs.33.24.742l-.

The respondenr obsen ed that eren if rhe cons;deration for ransfer ofone share

\as Rs.5000.- the prcposed in\estmenr \rould exceed rhe paid up capibl and

ti€e resen cs of the petirioner compan) and that il \ould violale section 3 72-A

of th. Conrpanies .\ct. 19:6 l hc Roard of directoE of the respondent bank

passed rhe resolution in the nreeling held on 10.09.2011 thal thc approval of

tesler should be defered iI $as also reyt\ed $.r lbe respondent bahk should

ascenain Nhelher the pelitioner fonncd pan of the group. The copf of the

resolu'ion pasted in rhc Board neering held on l0 09:0ll is filed and ma.ked

as Annexure Rl. The respondenr conduded a due djlieence on cenain

companies.llegedl\ belong ro rhe ranrc groLrp. The .espondent lbund out tha!

rhe peritioner had made invesrrrent oionc lakh equit! shares ofRs.l0l each in

Sun Paper Mills Ltd. Llte yr A Sivanrhi Adithvan $as rbe Managing Dircctor

ofSun Paper Vills Ltd and his son a.l.subramanian Adiftr-an. il was found out

thar the direcror of rhe pernioner compan) .amel) R. Baskaran and P.

Je)apand) are shareholders of Sorercign Vedia varkering lP) Lrd in shich

Balaslbrananian Adilh)an is dircctor.rd holds 7lo/o ofpaid up sha€ capilal of
So\ereign Mcdia Markellns (Pl Ltd.

6. The respondcnt tank b) l('llcr dared 0:.01.:01] addressed to the

pedioner pointing our fte Esolulions passed in irs Boa.d meering held on

:7. l :.:0 1 : and called upon rhe perilioner lo rcpl) ro rhe lenef in order ro enable

rhe respondenr to approach RBI lbr prior appro\al. The transt'er deeds lverc

reomed lbr rhe said purpose. ft ii submined rhar fie respond€nt has perlbmed

a du$ enioling b) la$ .nd aereed lo do all rhar Nas required provided the
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petitioner rcspondenr ro the queries and tlmished neccssatl plniculaB- In t ie\

ofthe reasons he requested tbe Bench lo disnissnre p€lir'on

7. Heard the leanled counsel appeared tor thc r.sPeclrre panres

^dmiiredly 
rhe pernion is li l.d b) in\ okine section I I I A oi fte ComPani.s Acl.

1956 seek;ng directions tiom rhis Bench ro etlecr rhe (rinnir of sh.res in rhe

nam€ of the petitio €r \vilh a condition lhar rhe resporrdenr bank shouLd nor

insist lbr liesh or ret!lidalion transier Ibnns. Eren sithout goio-e into thc renls

ofthe case- I am ol lhe \ies thrr rhc pefiioner.xnnor ask lbr $ri\cr oi

condilions by fte ruspondenr snh re$rd ro rEnsl_cr ol shlres. The pcrnioner

aSgricv€d b! fie letur datcd 02.01.:013 slaling thal the teiusal lo translct the

shares is deliberate silh uherior morhc is nor coned |rom rhe perusal ofsaid

le er dared 02.01.1013 rlt responderl bank rrcaFd Sri B Si\anthi Adnhan atd

Sri ll. Rlmachandra Adi$an as singlc -qrcuP 
as per RBI guidelines rnd sHled

rhai lheir shareholding exceeds l0% lnd thereibrc il needs prior approral ol

RBL Therefore rhc rcasoning gi\.n b) the respondenr in rhei' letlc' dared

02.01.201i is ! ralid reason add cannot be lreared !s reiilsal Moreorcr lhe

respondent inrends loco rpl! \vih thc slarutoq .equire'nenr oilaw to which fte

peritioner hAs to coopeMe in complying sirh lhe sutulorx requrremcnl rarner

than approachine rhis Ucnch I he Pturlision under Nhieh lhe presenr pclition is

liled gives lhe righr ro an age, ic\cd pe6on tt,t ii rlt' compln) \vnhour

sunicienr causc rctuses ro regiskr rtursl-:f of shares $nhin t*o monlhs. rhe

person ag8ri.lcd nuy nake an appliclrior ro rhe ( l'lJ l_ven on the nlcfits of

the case lhe pcritioncr has nor nade our !n) prinra l)cic cuse to be inlened b)

lhis Bench As per rhe .!\erments- rhe p.lirioncr purchlsed 1073 shres nnd fie

same hls been pres€nted for mnslar $ith ihe rcspondenl lhe respondenr bmk

vide their lcner drted 19062012 lddre$ed lo the pctitioner whorebv lhe

respondent retufted the sbare transrtr deed alone wirh sharc cedicslc lbr the

reasons d srared lherein l here $ns cenain corrcspoltence belscen rhe
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petirioner and the respondenr silh regad ro share transfers- The respondent

\ide rhen lener dared 0:01.:0ll ($hich $as impugned) addressed 10 thc

p.ririoner requesting rhem ro rumish cenain inlbmation as detailed out in the

lcne! As srared supra rhe responde l ii their letrer dared 0:.01.2011 at para 7

srated that lhe\ hare feaied Shri B Silarthi Adilhan and Shri B. Ramachandm

Adithan as a lingle group as per RBI dirccrion and also the shareholdings ofthe

group has ahead) e\ceeded loq:d hencc need Prior apProtal of RBI belore

eltectin-e rhe rranstir oI shar.s as p.r rhe RBI gtiidance on owne6hip and

Soremance in pri\ a!. s..ror banks dared :8.0:.:00i. lt \2s stated thar hel are

reruhine l07l shares bdged b) $c petilioner and requesFd the petitioner to

!cpl) to rhe said lener enabling lhem ro apProach RBI lbr approval. The

peritioner has recei!ed rhe said len$ and filed rhe p.esenl pelition on

18.0:.:011 beibre rhis Be.ch seeking dtrccrions iiom this Bench to effecl the

transrer ofshares \irhout insisrin! lb licsh or re\alidaLion rransi-er ibnns. The

iclrer dared 0:01.:011 cannor be trealed as reiusalrejected to transfcf tho

shares. Admiftedl) the respondenl is a pubLic limited banking compan) and has

ro necessaril) ibuo$ cenain RBI -q!idelines issued from lime to time. As stated

supra lhe rcspondent h.s called upon rhe pdtilioner ro r'um;h cenain paniculars

as required. On fads and las. I hold thar rhe pelilion is nor mainrainable under

sedion l l lA of th. Companics Acl. 19:6andfiepel on is m;serabl) failed

and liabte ro be dismiss.d Accordingl). rhc pctirion is dismissed. \o orde.s a!

$rir4
KAI'THI NARAHARI
JUDICIAL MEMBER

DATf,D THIS THE ITIII DAY OF APRIL,20I5
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