


THE CO;\\PANIES BILL, 1953 
A 

BILL . 
to cwsolidate and ammJ the law relating to companies and certain otller assocta

. tions. 

[As· INTRODUCED IN THE HoUSE OF THE. PEOPLE] 

BE IT enacted by Parliament as follows :-

PART I 

PRELIMINARY 

1. Short title, commencement and extent.-{I) This Act may be 
cJ!kd tr.c Companies Act, 1953. · · S 

(2) It sh::1ll come into force . on the .first_ day of Apr~I, 1954· 

. (3) It extends to the ·whole of India except the State of Jammu and 
Kasr.m:r. - · 

2. Definitions.-In this Act, unle'ss the context otherwise requires,-

(!) "articles " means the articles of associanon of a company as 10. 
originally framed or as ~ltered from time to time in pursuance of any · 
rre,·il)us comranies law or of this Act, including, so far as they apply to 
the company, the regulati0ns ronta,ined, as the case may be, in Table B 
in th~ Schedule annexed to Act No. XIX of 1857 or m Table A in 
the firSt Schedule annexed to the Indian Companies Act, 1882 (VI of· 15 
1 SS2 ), or in Table A in the First Schedule annexed to the Indian 
Cl)mranies Act, 1913 (Vli of 1913), or in Table A in SChedule I 
~mncxcd to this Act ; 

( 2 ) " associate of the m~6ing agent " means any of the· fol-
h1\\in~, ~nd no others :- 20 

(a) f,ny partner of the managing agent _; 

(b) my film in which the managing agent .is- a partner 

(c) where the managing agent, or any fi~ in which the. 
m~m::1gi~g agent is a partner, is a director, managing agent or mana- · 
~er of 'ny priYate company, such private company; 25 

(J) where the manag.ing agent is a body cor~rate, any subsidiary 
crmp,my thereof and any director, managing agent, manager or 
officer either of the body corporate or of any subsidiary there
of; · · · · 

(e) where the managing agent is a private company, any 30 
director or member thereof; 

. (f) any body corporate at any general meeting of which no 
kss than one half of the total ,·oting power m:ty be exercised or 
controlled by the managing agent, whether alone or together with 
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any partner or partners, or where the managing agent is itself a 
body corporate, by any person autho.rised to act on its behalf, whe
ther alone or together with any' other person or persons authorised 
to act pn behalf of any subsidiary or subsidiaries thereof ; 

· (3) " banking company " has the same meaning as in the Banking 
Companies Act, 1949 (X of 1949) ; 

(4) ." body corporate" or ". corporation ." includes a company 
u:.cc·tJ:C·rtud c:utside India but coes not include a corporation sole ; 

(5) " book and paper " and " ·book or paper " include accoants~ 
deeds, writings, and documents ; 

(6) "branch office"-

(a) in the case of a banking or arl' insurance comp.my, means 
any establishment described as a branch by the company, and 

(ii) in the case of any other company, means any establish
ment not being an establishment where the same or substantially 
the same activity as that carried on at the head office of the com
pany,_ or rny production or manufa£ture, is carried on ; 

(7) '~company" means a company ~s defined in section 3 ; 
... . - .. 

. -
(8) " the Court " means, with respect to any matter relating to a 

company, the Court having jurisdiction under this Act with respect to· 
that matter in relation to that ~cmpany, as provided in section 8 ; 

(9) "debenture" includes debenture stock, bonds and any other 
securities of a company, whether constituting a charge on the assets ol 
the company or not ; · 

(10) " din:ctor" includes wy person occupying the posiuon of 
director, by whatever name called ; · 

(i 1) "District Colirt" means the 'principal Civil Court of original 
jt:ri~dictien in a district, but does not include a High Court m the exer- · 
cisc of its ordinary original . civil jurisdiction 

( 12) " document. " includes summons, notice, order and other 
legal process, and registers ; 

(r3) "existing company" means an existmg company' as defined 
in section 3 ; · · 

(14) "financial year" means, in relation to any body corporate, 
the period in respect of which any profit and loss account of the 
body corporate _laid before it in annual general meeting is made up,. 
whether that rerio~ is a. year or not ; 

(15) "holding company" means a holding company wt thin the
meaning cf section 4 ; 

. (16) "India" means the terntory of India excluding the State of 
Jammu and Kashmir; · • 

(17) '"insurance company" means a company which carries on 
the business of insurance either solely or in conjunction with any 
otl-.er l:us ir.us or h.:~inessfs ; 

(18) "i~sued generally" means, in relation to aprospectus, issued 
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to person'> irrespective of their being existing members or_ debe'\. 
rure holders cf the body corporate ; 

(19) "manager" means an individual (not being the mamging 
agent) who, subject to the control and direction of th~ directors, has th.e 
management of the whole, or substantially the whole, of the affairs of. a, ' 
company, and includes a director or any other person occupying the· 
position of a manager by whatever name called and w:1ether under· a 
contract of service or not ; · _ 

(20) " managmg agent" mean'> any individual, firm or co:n).my 
entitled, subject to the provisions of this Act, to the mamgem:!nt of the- IO 
whole~ or substantially the whole, of the affairs of a company by virtue 
of an agreement with the company, or by virtue of its m:::ml).::and.un or 
articles of association, and includes any individual, firm or com.;>any 
occupying the position of a m~ging agent, ~y whatever n'liile called ; 

(21) " managing director" means a director who, by virtue I' 
of an agreement with the company or of a resolutio::t passed by the 
company or its directors ~r by virtue of its memorandum or articles 
of association, is entrusted with any powers of mm1gem~nt which 
wcu!J not • otherwise be exerci.5able by him, and inclctdes a director 
occupying the po.>ition-of a managing director, by whuever mme 20 
called ; 

(22) "m< monmdum" means the memorandum of associatio:J. of a 
corr:pany as 01 iginally frr.n!cd or as altered from time to time in pursuance 
of any previous comp2nic s la\V ·or of this Act ; · - .·. . . . 

(23) "officer" includes any director, managing agent, mmager or 15 
secretary ; or where the managing agent is a firm or body corporate, any 
partner of 1he firm or ar.y director, managing agent or mnag·~r of the 
body corporo.te ; but, save in sections 441, w. 500, 504, 5o6, 577· 578, 
579, 580, and 581, does not include an auditor; 

(24) "officer who is in default", in relation to any provision 30 
reft:rrt:d to in section 5 has the meaning specified in that section ; 

(25) " paid-up capital" or " capital paid up " includes capital 
credited as paid up ; _ . 

(26) " prescnbed " means, ·_as respects the p:ovisions of this Act _ 
relati::l.g to the winding up of-companies except sub-section (3) of section 35 
512, prescribed by rules made by .the Supreme Court in consultation 
with High Courts, and, as respects the other provision'> of this Act, pres
cribed by rules m1de by the Central Go~ernment ; 

(27) " · prev:ous companies law" means any of the laws sp:::cified 
in clause (ii) ·of sub-section (1) of section 3 ; 40 

(28) " private company " means a private company as defined in 
section 3 ; 

(29) " public company " means a public co:n_;Jany as defined in 
section 3 ; 

(30) "prospectus" means any prospectus, notice, circular, adver- 45 
tisement or other invitation, offering to the public for subscription or 
purchase any shares or debentures _of a body corporate ; . 

(31) "Registrar" means a Registrar or Assistant Reg strar 
having the duty of registering companies under this Act ; 

(32) " Schedule" means a Schedule annexed to this Act ; 
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(33) "Scheduled Bank" has the same meaning as in the Reserve 
Bank of India Act, 1934 (II of 1934) ; 

(34) " share " means share in the share capital of a company and 
includes stock except where a dhtinction between stock and shares i 1> 

expressed or implied ; 

(35) "subsidiary company" or "'subsidiary" means a subsidiary 
company within the meaning of section 4 ; 

(36) "total voting power", in regard to any matter relating to a 
body corporate, means the total number of votes which m1y be cast in 

10 regard to that matter at a meeting of such body, if all the members 
thereof and all other persons, if any, having a right to vote on that 
rr:atter are present at the meeting, and cast their votes ; · 

(37) " trading corporation " means a trading corporation within 
the meaning of entries 43 and 44 in List I in the ~eventh Schedule to the 

15 Constitution. 

3• Definitions of "company", "existing company"," private 
company" and "public company ".-(1) In. this Act, unless the cor .. text 
othetwise n:quires, the expressions "company", " existing company", 
" priv~ te cc·mrany " and " public compariy " shall, subject to the provisions 

20 of sun-section (2), have the meanings specifi_ed below :-

(i) "comrany" means a company formed and registered under 
this Act or any existing company as defined in clause (ii) ; 

(iz) "existing company" means a company formed and registered 
under any of the previous companies laws specified below :-

25 (a) Any Act or Acts relating to companies in force before the 

30 

35 

Indian Companies Act, 1866 (X of 1866) l'nd repealed by that 
Act; 

(b) The Indian Companies Act, 1866 (X of 1866) ; 

(c) The Indian Companies Act, 1882 (VI of 1882) ; 

(d) The Indian Companies Act, 1913 (VII of 1913J ; and 

(e) Any law corresponding to any of the Acts aforesaid and in 
force in a Part B State at any time before the. first day of Arril, 
1951 ; 

(izi) " private company " means_ a company which, by its articles

( a) restricts the right to. transfer its shares, if any ; and 

(b) limits the number of- its members to fifty not indud
inb-

(i) persons who are in the employment of the company, 
and 

(ii) persons who, having been formerly in the employ
ment of the comrany, were members of the company while 
in that employment and have continued to be members after 
the employment ceased ; and 
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(c) prohibits any invitation to the public to subscribe for any 
shares or debentures of the company : 

Pro\·ided that where two or more persons hold one or more shares in 
a company jointly, they shall, for the purposes of this definition, be 
treated as a single member ; 

(iv) "public company" means a company which is not a private 
company. 

s 

(2) Unless the context otherwise requires, the following companies 
shall not te included within the scope of any of the expressions defined in 
clauses (I) to (i~·) of sub-section (I), and such companies shall be deemed, IO 
for the purroses of this Act, to have been formed and registered outside 
India:- · 

(a) a company the registered office whereof is iri. Burma, Aden or 
Pakistan and which immediately before the separation of that country 
from India was a company as defined in clause (a) ofsub-section (I); 15 

(b) a comrlillY the registered office whereof is in the State ofJ ammu 
and Kashmir and which immediately before the 26th day of January, 
1950, was a company as. defined in clause (t) aforesaid. · 

4· 1\leaning of "holding company" and "subsidiary ".-{I) 
For the purroses of this Act, a company shall, subject to the provisions of 20 

sub-section (3), te deemed to be a subsidiary of another if, but only if,-

(a) that other controls tile composition of its board of directors ; 
or 

(b) that other holds more than half in nominal value of its equity 
sh:ll'e capital ; . or 25 

(c) the first-mentioned company is a subsidiary of any company 
which is that other's subsidiary. 

lllustratiolf 
I 

Company B is a subsidiary of Company A, and Company Cis a sub;idiary of 
Company B. Company Cis a subsidiary of Com~any A, by vinue of clause (c) above. 30 
If Company D is a subsidiary of Company C.· Company D v.ill be a subsidiary of 
Company B and consequently also of Com pan) A, by vinue of clause (c) above ; and soon. 

(2) For the purroses of sub-section (I), the composition of a company's 
board of directors shall be deemed to be controlled by another.company if, 
but only if, that other company by the exercise of some power exercisable by it 35 
at its discretion without the consent or concurrence of any other person, can 
arroim or remove the holders of all or a majority of the directorships ; but 
for the purposes oft his pro\·ision that other company shall be deemed to have 
rower to aproint to a directorship with ~pect to which any of the follv..-
ing conditions is satisfied, that is to say- 40 

(a) that a rerson cannot be appointed thereto without the exer-
cise in his fa\'our by that other company of such a power as aforesaid ; 
or 

(b) that a person's appointment thereto follows necessarily from his 
arrointment as director, managing agent, or manager of or to any 45 other office or employment in, that other comp?-fiy; or 
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(c) that the d:rectorship is held by that other company itself or by 
a subsidiary of it. 

(3) In determining whether ('De company is a- subsidiary of another

•. ~a) any s~es held or power exercisable by that other company in a 
fiducrary cap2..cny shall be treated as not held or exercisable by it ; 

(b) subject to the provisions of clauses (c) and (d), any shares 
held or rower exercisable- . -

(•) by any person as a nominee for that ether company lexcept 
where that other is concerned only in a fiduciary capacity) ; or 

(it) by, or by a nominee for, a subsidiary of that other com
pmy, not being a subsidiary which is concerned only in a fiduciary 
cap&city; . 

shall be treated as held or exercisable by that other company ; 

(c) any shares held or power exercis~ble by any person by virtue 
of the provisions of any debentures of the first-mentioned company or 
of a trust deed for securing any issue of such· debentures shall be dis
regarded; 

(d) any shares held or power exerdsable by, or by a nominee for, 
thflt other or its subsidiary Lnot being held or exercisable as mentioned in 

20 ckuse (c)] shall be treated as not·hela ur exerdsable by that other, if 
the ordlnaty business of that other or its subsidiary, as the case may 
be, includes the lending of money and the shares are held or the power is 
exercisable as aforesaid by way of security only for the purposes of a 
tnnszction entered into in the ordinary course uf that business. 

25 (4) For the purposes of this Act, a company shall be deemed to be the 
hokling company of another if, but only if, that other is its subsidiary. 

(5) In this section, the expression " company " includes any body cor
porate, ~nd the expression " equity share capital " means, in relation to a 
company, its subscribed share capital excluding any part thereof which on a 

30 distribution, as respects dividends, carries no right to participate beyond 
a fixed amount and, as respects capital, carries no· right to participate beyond 
the paid up share capital together with any fixed premium or premium on 
a fixed scale, as specified in the company's memorandum or articles. 

S• Meaning of" officer who is in default ".-For the purpose 
35 of 1 ny p1ovisicn in this Act which macts that an officer of the company 

wl:o is in cef~ult ~hall te li~ble to my punishment or ·penalty, whether by 
wr.y of impr:sor:n:<nt, £ne or othe1wise, the expression" officer who is in ce
fault ,, means any officer of the company who is knowingly guilty of the 
default, non-compli~nce, failure, nfusal or contravention mentioned in that 

40 provision or who knowingly authorises or permits . such default, non
campliance, failure, refusal or contravention. 

6. Interpretation of ''person in accordance with whose directions 
or instructions directors are accustomed to Act".- Except where this Act 
expressly provides otherwise, a person shall not be deemed to be, within the 

45 meaning of any provision in this Act, a pers"n in accordance with whose 
directions or instructions the directors of a company are accustomed to act, 
by reason only that the directors of the company act on advice given by him 
in a professional capacity. 
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1· Act to override memorandum, articles, etc.-Same as otherwise 
e.~prcssly provided in the Act- _ 

(a) the provisions of this Act sh11l ha·1e effect notwithstanding 
:mything to the coatrary c.>ntained in the m~morandum or articles of, 
or in any agreement executed by, or in any resolution passed in general 5 
me~ting by or by the directors of, any company, whether the same b~ 
regis~ered, execu:ed or passed, a~ the case may be, before or after the 
commencement of this Act; and • 

(b) any provision contained in the memorandum, articles, agree
ment or re:;olution aforesaid shall, to the extent to wh;ch it is repugn- 10 
ant to the provisions of this Act, become or b.! void, as the case may be. 

8. Jurisdiction oi Cl)urts.-(I) The C:>:~rt hlvinJ J.1risiictin u:tier 
this Act shall be-

(a) the High Court having jurisdictio:l i~ relatio:1 to the place at 
which the registered office of the com;>any co;tcer.lei h situue, except IS 
to the extent to which jurisdiction has been conferred on any District 
Court or District Courts subordinate to that High Cl.)urt in pursuanc~ of 
sub-section (2) ; and · . 

(b) where jurisdiction has been so conferred, the District Court 
in regard to maners falling within the scope of the jurisdiction con- 2 :> 
ferred, in respect of companies having their registered offices in the 
district. · · 

(2) The Central Government may, by noufication in the Official Gazette 
and subject to such restrictions, limit.~tions and conditions as it thinks fit, .. 
empower any District Court to exercise all or any of the jurisdiction 25 
conferred by this Act upon the cOurt, not being the jurisdiction conferred-

( a) in respect of companies generally, by sections 222, 362, 3~ 
365, and 367 to 377 both inclusive . 

(b) in respect of companies with a paid-up share capitai of not less 
than one lakh of rupees, by Pi:lrt VII (sections 389 to 519) and the 30 
other provisions of this Act relating to the winding ul' ofCompanie~. 

(3) For the purposes of junsdtctton to wind up companies, the expres
sion " registered office " means the place which has longest been the re
gistered office of the company during the six months immediately preceding 
the presentation of the petition for winding up. . 

(4) Nothing in this section shall invalidate any proceeding by reason 
Qnly of its having been taken in a wrong Court. 

PART II 

INCORPORATION OF COMPANY AND MATTERS INCIDENTAL'THERETO 

35 

Certain companies, associations and partnerships to be registered as companies 40 
under Act 

9· Prohibition of associations and partnerships exceeding certain 
number.- (I) No company, association or partnership consisting of 
more than ten persons shaU be formed for the purpose of carrying on the 
business of banking, unless it is registereJ as a co;n)ltlY U'li!r this Act, or 4S 
is formed in pursuance of some other lnjian bN. 
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(2) No company, assoctauon or partnership consistmg of more than 
twenty persons shall be formed for the purpose of carrying on any other 
business that has for its object the acqulSltion of gain by the company, asso
ciation or partnership, or by the individual members thereof, unless 1t is 
registered as a company under this Act, or is formed in pursuance of some 
pther Indian law. · 

(3) This section shall nor apply to a joint family carrying on a business ;. 
and where a business is carried on by two or more joint families, in computing 
the number of persons for the purposes of sub-sectio~ (1) and (2), minor 

IO members of such famtltes shall be .excluded . . 
(4) Every member of a company, association or p.1rtnership carrying on 

business in contravention of this section shall be personilly liable for all lia
bilities incurred in such business. 

(5) Every person who is a member of a company, association or plrtner-
15 ship formed in contravention of this section shall be punishable with fine 

which may extend to one thousand rupees. 

Memorandum of Association 

10. Mode of forming incorporated company.--(1) Any seven or 
more persons, or where the company to be formed will be a private company,. 

20 any two or more persons, associated for any lawful purpose may, by subs
cribing their names to a memorandum of association and otherwise complying 
with the requirements of this Act in respect of registration, form an incor
porated company, with or without limited liability. 

(2) Such a company may be either-
~;go 

25 (a) a company having the liability of its members limited by the 
memorandum to the amount, if any, unpaid on the shares respectively· 
held by them (in this Act termed "a company limited by snares ") ;. 
or 

(b) a company having the liability of its members limited by the 
30 memorandum to such amount as the members may respectively under

take by the memorandum to contribute to the assets of the company in 
the event of its being wound up (in this Act termed ''a company limited 

• by guarantee ") ; or 

(c) a company not having any limit on the. liability of its members 
35 (in this Act termed "an unlimited company "). 

n. Requirements with respect to memorandum.--(!) The me-
morandum of every company shall state- · 

(a) the name of the company, with "Limited" as the last word 
of the name 1n the case of a company limited by shares or by guarantee ; 

40 (b) the State in which the registered office of the company is to be 
situate ; 

(c) the objects of the company, and, except in the case of trading 
·· corporations, the State or States to whose territories the objects ex

tend. 

45 (2) The memorandum of a company limited by shares or by guarantee 
shall also srate that the liability of its members is limited. 
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(3) The memorandum of a company limited by guarantee shall also 
state that each member undertakes to contribute to the assets of the com
pany in the event of its being w.>und up while he is a member, or within 
one year afti!r he ceases to be a member, for payment of the debts and lia- · 
bilities of the company, or of such debts and liabiliti:!S of the company as may s 
have been contracted before he ceases to be a member, as the Cll>e may be, 
and of the costS, charges and expenses of winding up, and for adjustment of 

. the rights of the contributories among themselves, such amount as may be 
required, not exceeding a specified amount. · 

(4) In the case of a company having a share capital- 10 

(a) unless the company is an unlimited company, the memorandum 
shall also state the amount of share capital with which the company is 
to be registered and the division thereof into shares of a fixed 
amount; 

(b) no subscriber of the memorandum shall take less tilan one IS 
share; 

(c) each subscriber shall write opposite to his name the number of 
shares he takes. 

u. Printin,: and signature of mem()randum,....,.... The memtJrandum 
shall- 20 

(a) be prllited, 

(b) be divided into paragraph<; num':>ered co:.1<1ecutively, and 

(c) be signed by each subscriber (who shall add his address, des-
cription and occupation, if any,) in the presence of at least one witness 
who shall attest the signature. 25 

13. Alteration of memorandum.-(1) A com_;Jany shall not alter 
the conditions contained in its ml!m)randum except in the cases, in the 
moJe, and to the extent, for which express provisioa is made in this Act. 

(2) Only those provisions which are required by section 11 or by any 
other specific provision contained in this Act, to be stated in the memoran· ·30 
dum of the company concerned shall be deemed to be conditions contained 
in its memorandum. 

(3) Other provisions contained in the memorandum, including those re
lating to the appointment of a managing director, managing agent or 
man:tgcr, may be altered in the same manner as the _articles of the company, 35 
but if there is any express provision in this Act permitting of the alteration 
of such provisioa<; in any other manner, they may also be altered in such 
other manner. 

All references to the articles of a company in this Act shall be construed 
as including references to the other provisions aforesaid containedjn its 40 
memorandum. 

14. Procedure for alteration of memorandum in regard to State 
in which registered office of company is to be situated or objects of 
compayn.-(1) A company may, by special resolution, alter the provisions 
of it:> memorandum so as to change the place of .lhe'; registered office from 45 
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one State to another, or wit!t respect to the objects of che company, so far 
as..:.,may be required to enable it-

(a) to carry on its business more economically or m>re elficiently 
or 

' 

(b) to attain its main purpose by new or improved ml!an1 ; or 

(c) to enlarge or change the local area of its operatio·:u ; or 

(d) to carry on some business which may conveniently or ad
vantageously be combined with the business ::>f the comp1ny ; or 

(e) to restrict or abandon any of the objects specified in the me-
IO morandum ; or 

U) _to s..!ll or dispose of the whole or any part of the u1dertakius of 
the compa~y ; or 

(g) to am'ilgamate with any other company or body of per
s.>ns. 

IS (2) The alteration shall not take effect until, and except in so far as, it 
is confirmed by the Court on petition. · 

20 

25 

(3) Before confirming the alteration, the Court must be satisfied-

(a) that sufficient notice has been given to every holder of the de
bentures of the company, and to every othe.· person or class of persons 
whose interests will, in the opinion of the Court, be aff;:cted by the 
alteration ; ana 

(b) that, with respect to every creditor who in the opinion of the 
Court is entitled to object to the alteration, and who signifie3 his objection 
in the manner directed by the Court, either his consent to the alteration 
has been obtained or his debt or claim has been discharged or has de
termined, or has been secured to the sa~faction of the Court : 

Provided that the Court m1y, in the case of any person or class of peruns, for 
special reasons, dispense with the notice required by this sub-section. · 

(4) The Court may make an order confirming the alteration either 

3<? wholly or in part, and on such t~rms. and cllnditions as it thinks fit, aad may 
make such order as to costs as 1t thinks proper. 

(5) The Court shall, in exercising its powers unJer this section, have 
regard to the rights and interests of the members of the company and of every 
class of them, as well as to the rights and interests of the creditors. 

35 (6) The Court if may, it thinks fit, adjourn the proceedings in order that 
an arrangement m'ly be ma.le to the satisfaction of the Court for the purchase 
of the interests of disseLt~ent members ; and may give such directions and make 
such orders as it thinks fit for facilitating or carrying into effect any· such 
arrangement : 

40 Provided that no part of the capital of the company may be expended 
in any such purchase. 

15. Procedure on confirmation .of the altera~on.-(~) A certified 
copy of the order confirming the alteration, together w1th a prmted copy of 
the memorandum as altered, shall, within three months from the date of the 

45 order, be filed by the company .with. the Regis~, and he shall register the 
same, and shall certify the reglStratlon under his hand. -
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(2) The certifica·e shall be conclusive evid.~nce that all the requir~ments 
of this Act with resp!Ct to the alteration and the confirmation thereof have 
been complied with, and thenceforth the memorandum as so altered shall 
be tt.e memoran dum of the company.~ 

(3) Where the alteration involves a transfer of the registered office from 5 
cne State to another, a certified copy S)f the order confirming such change 
shall be filed by the compa'ly with the Registrar in each of the States, and 
the Registrar of each such State shall register the same, and shall certify 
under his hand the registration thereof ; and the Registrar of the State 
from which such office is tran'iferred shall send to the Registrar of the other IO 
State all documents relating to the company registered, recorded or filed in his 
office. 

(4) The Court may, at any tim,., by order, extend the time for the filing 
of documents uncer this section by such period as it thinks _proper. 

16. Effect of failure to register within tliree months.-{I) No such IS 
alteratioa shall have a-ty effect u~til it Tu~ beell duly resistere.i h aoolrda'lce 
with the provisions of section IS. 

(2) If the registration is not effected within three months nexf after tLO 
date of the order of the Court confirming the alteration, or within such further 
time as may be allowed by the Court under sub-section (4) of section IS, such 20 
alteration and order and all proceedings connected therewith shall, at the 
e.xpiration of such period ofthrce months or of such further time, as the 
ca'>e may be, become void: 
Provided that the Court may, on sufficient cause shown, revive the order on 
application made within a furtR\!r period of one m:>nth. 2S 

Pr()f,isions with respect to name.s of companies. 

17. Prohibition of registration of companies by undesirable 
names.-( I) No company shall be registered by a name which, in the opi
nion of the Central Government. is undesirable. 

(2) Withlut prejudice tl the ge:terality of the flregling pY.ver, a name 30 which is either ide:ttical with, or t'l> nel.rly resem':>les, the n1me by which a 
company in existence has been previously registered, may be deeme.i tJ be 
undesirable by the Central GlVernment within the mea"ling ofsub-sectio:t (1). 

18. Change of name by c:ompany.-A company may, by 
special resolution and with the. approval of the Central Government signified 
in writing, change its name. 3S 

19. Rectification of name of c:ompany.--(1) If, through inadvertence 
or otherwise, a company on its first registration or on its registration by a new 
name, is registered by a name which, in the opinion of the Central Government 
is eit~et identical with, or too nearly resembles, the name by which a company 40 in eXJstence has been previously registered) w~ether under thi~ Act or any 
previous companies law, tl:e .first-mentioned company-

(a) may, by ordinary resolution and with the previous approval of 
the Central Government signified in writiag, change its name or new 
name, and 

(b) shall, if the Central G:>Vernment so directs within twelve m~n~hs 
of its first registration or registration by its nev.: name, as the case may be, 

4S 
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u 
by ordinary resolution and with the previous approval of the Central 
Government signified in writing, change its name or new name within a 
period of three months from the date of the direction or such longer 
period as the Central G->vernment· may think 'fit to allow. 

(2) If a company makes default in complying with any direction given 
under clause (b) of sub-section (1), it shall be punishable with fine which 
may extend to one hundred rupees for every day during which the default 
continues. 

20. Registration of change of name and effect thereof.-(I) 
10 Where a company changes. its name in pursuance of section 18 or 19. 

the Registrar shall enter the new name on the register in the place of the 
former name, and shall issue a fresh certificate of incorporation with the 
necessary alterations embodied therein ; and the change of name shall be 
complete and effective only on the issue of such a certificate. 

(2) The Registrar shall also make the necessary alteration in the m!mo
randum of association ofthe company.-

(3) The chmge of name shall not affect any rights or obligatio::l'> of th'! 
company, or render defective any legal proceedings by or againo;t it; and 

20 
any legal pro::eedings which might have been coatinued or commenced 
by or against the company by its former name may be continued by or 
against the company by its new name. 

25 

21. Power to dispense with" Limited" in nam:= of charitable or 
other company.-(.1) Where it is proved to the satisfaction of the Ce:ttral 
Government that an association-

(a) is aboat to b! fo::m!d as a lim:ted com;_Jlny fo: pro:n>:ing C·J.:n. 
merce, art, science, religion, charity or any other useful o~ject, an :1 

(b) intends to apply its profits,_ifany, or other inco:n! in pro.n·J:ing 
its objects, and to pro!Ubit the p1ymmt of any dividend to its rn!m-
bers, · 

30 the Central Government may, by licence, direct that the associatio.::t m1y be 
registered as a company with limited liability, witho:lt the adiitio:t. of th! 
word " Limited" to its nam !. 

(2) The association m1y thereupon be registered accordingly; a!l:i o:t re
gistration shall ~njoy all the priv!leg~s and _(sl:lbject to the. provisio.u of this 

3 section) be subject to all the obligations of limtted co:n.Jlntes. 

(3) Where it is proved to the satisfaction of the Central Govemment
(a) that the objects -of a company registered und~r· this Act as 

limited company are restricted to those specified in clause (a) of sub
section (I); and 

40 (b) that by its con_stitutiof!- the company is . required. to ap~IJ: its 
profits, if any, or other mcome .m promotmg 1ts objects and 1s pro~ubtted 
from paying any dividend to 1ts members ; 

the Central Government may, by licence. authorise the company to mlke by 
special resolution a c~ange in its name! including or consisting of the om.is-

45 sion of the word " Llffiited", and secnon 20 sh.Jll apply to a ch~gl! of n1m ~ 
under this sub-section as it applies to a change of nam:: under S(X."'UOn 18. 

(4) A finn may be a member of. any association. or company _licensed 
under this section, but on the dissolution of the f!rm, as membershtp of the 

association or company shall cease. 
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(5) A licence may be granted by the Central Government under this section 
on such conditions and subject to such regulations as that Gdvemment thinks 
fit, and those conditions and regulations shall be binding on the body to which 
the licence is granted, and where the grant is under. sub-section (I) shall, 
if the Central Government so directs, be inserted in the memorandum or in 5 
the articles, or partly in the one and partly in the other. 

(6) The body to which a licence is so granted shall be exempt from the 
rrovisions cf this Act relating to-

(a) the use of the word " Limited" as any part of its name, 

(b) the publishing of its name, IO 

(c) the sending of lists of members to t~e Registrar, and 

(d) ifthe Central Government so directs· and to the extent specified 
in the direction, the obligations laid on the company by section 281. 

(7) The hcence may at any time be revoked by the Central Government, 
and uron revocation, the Registrar shall enter the word" Limited" at the end . 15 
of the n::.me upon the r(gister of the body to which it was granted; and the 
body shall cease to enjoy the exemptions and privileges or, as the case may be, 
the txemptions, granted by this section : 

Pro\·ided tru t, before a licence is so revoked, the Central Government 
shall g1ve notice in writing of its intention to the body, and shall affvrd it an 20 
oprortunity of being heard in opposition to the revocatio:l. 

·' (8) \'\"here a body in respect" of which a licence under this section is in 
force alters the provisions of its memorandum with respect to its objects, 
the Ct.ntJal Government may-

(a) revoke the licence if it sees fit to do so, or 

(b) vary the licence by makmg it subject to such conditions and 
regulations as the Central Government thinks fit, in lieu of, or in addition 
to, the conditions and regulations, if any, to which the licence w.u for-· 
merly subject. 

(9) UpC'n tl:e revocation ("fa licrnce granted under this section to a body the 30 
name of which contai.Ps the words "Chamber of Commerce" that body shall, 
w:thin a period of three months from the date of revocation or such longer 
reriod as the C.enrral Government may think fit to allow, cha..TJ.ge its name to 
a rarr:e \\hich cocs not contzin those words; and-

(a) the notice to be given under the proviso to sub-section (7) 35 
to that body shall include a statement of the effect of the foregoing 
provisions of this sub-section ; and 

(b) section 20 shc.ll apply to a change of name under this sub-section· 
as it applies to a change of name under section 18. 

(10) If the body makes default in complying with the requirements of 4° 
sub-section (9), it shall be punishable with fine which may extend to five 
hundred rupees for every day during which the default continues. 

(II) ~othing contained in this section shall apply to a company which is 
not a tradmg corporation and whose objects are confined to a single Par A 
or Part· B State. 45 



Articles of Association 

22. Articles prescribing regulations.-There m 1y in the case of a 
company limited by shares, and there shall in the case of an unlimited co-:npmy 
or a company limited by guarantee, be registered with the memoranduin,articles 

s of association signed by the subscrib:!rs of the m:!m-Jrandum, pr~scribing re
gulations for the company. 

23. Regulations required in case or untim1te.i com,l)any 
or company limited by guarantee.~(!) In the case of an unlimited 
company, the articles shall state the number of members with which the com

IO pany is to be x:egistered and, if the company has a share capital, the amnnt of 
share capital with which the company is to be registered. 

(2) In the case of a company limited by guarantee, the articles shill state 
the number of members with which the company is to be registered. 

24. Adoption and application or Table A;-(1) Articles of associa-
15 tion may adopt all or any of the regulatio:as comained in Table A in 

Schedule I. 

(2) In the case of a company limited by shares and registered after the 
commencement of this Act, if articles are not registered, or if articles are 
registered, in so far as the articles do not exclude or mojify the regulations 

20 contained in Table A aforesaid, those regulatiom shall, so far as applicable. 
be the regulations of the com;>any in the same manner and to the sam:! ex
tent as if they were contained in duly registered articles. 

25 

2.5. Form and signature of articles.-Articles shall

( a) be printed; 

(b) be divided into paragraphs numbered consecutively ; and 

(c) be signed by each subscriber of the memorandum of association 
( who shall add his address, description and occupation, if any,) in the 
presence of at least one witness who shall attest the signlture. 

26. Alteration of articles by special resolution.-(!) Subje.:t to the 
30 piO\i~ions of this Act and to the conditions co:1tained ~n its m;!m0ranlum 

a company may, by special resolutio:a, alter or add to its articles. 

(2) Any alteration or addition so made in the articles shill, subj-ect to the 
provisions of this Act, be as valid as if originally CO.iltained therein, and be 
subject in like manner to alteratio~l by special resolution. 

35 (3). The power of altering articles under this section shall, in the case of 
any company formed and registered under Act No. XIX of 1857 and Act 
No. VII of 1860 or either of them, extend to altering any provisions in Table B 
annexed to Act XIX of 1857, and shall also, in the case of an unlimited com
pany formed and registered under the said Acts or ~ither _of t~e~, ex_ten~ to 

40 altering any regulations relating to the amo~t of capual ?r lts. distnbuuon mto 
shares, notwithstanding that those regulauons are contamed m the memoran
dum. 
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Change of regmratwn of companies 

27. Registration of unlimited company as limited etc.-{ I) Subject 
to the provisions of this section,-

(a) a company registered as unlimited \m"der this Act or under any 
previous companies law may re-register or register unde~. this 5 
Act as an unlimited, or as a limited, company ; and 

(b) a company registered as a limited company under this Act or under 
any previous companies law may re-register or register under 
this Act as a limited, or as an unlimited, company. • 

(2) On re-registration or registration in ~ursuance of ~is section, the 10 
Registrar shall dose the form~r registration o( the compan)', and may 
dispense with the delivery to him of copies of an} docum"!nts with copies 
of whkh he was furnished on the occasion of the original registration of 
the company ; but, save a~ afor~said, the re-reg:stration or registration shall 
take place in the same manne,· and shall have effect as if it were the first IS 
registration of the company under this Act. 

(3) The re-registration or registraticn of an unlimited or of a limited com
pany under this section as a limited company shall not affect the rights or 
liabilities of the company in respect of any debt or obfigation incurred, or 
any contract ent<!red into, by, to, with or on b~half of the company b.:fore the 20 
re-registration or registration, anQ those rights or liabiliti~s may be enforced 
in the manner provided by Part IX of this Act in the case of a company 
registered in pursuance of that Part. 

General provisions with respect to memorandum and articles. 

28. Registration of memorandum and articles.-The memorandum 25 
and the articles, if any, shall be filed with the Registrar of the State or part 
of the State in which the registered office of the company is stated by the 
memorandum to be situate, and he shall retain and register them. 

29. Enect ofregistration.-(x) On the registration of the memorandum • 
of a company, the Registrar shall certify under his hand that the company is 30 
incorporated and in the case of a limited company, that the company is 
limited. 

(2) From the date of incorporation mentioned in the certificate of incor
poration, such of the subscribers of the memorandum and other persons, as 
may from time to time be members of the company, shall be a body corporate 35 
by the name contained in the memorandum, capable forthwith of exercising all 
the functions of an incorporated company, and having perpetual succession 
and a common seal, but with such liability on the part of the members to 
contribute 19 the assets ofthe company in the event of its being wound up as is 
mentioned in this Act. - 4C> 

30. Conclusiveness of certificate of incorporation.-(!) A certi
ficate of incorporation given by the Registrar in respect of any association shall 
be conclusive evidence that all the requirements of this Act have been com
plied with in respect of registration and matters precedent and incidental 
thereto, and that the association is a company authorised to be registered 45 
and ~uly registered under this Act. 
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(2) A declaration by an advocate of the Supreme Court or of a High 
Court, an attorney or a pleader entitled to appear before a High Court, or a 
chartered accountant practising in India, who is engaged. in the formation of a 
company, or by a person named in the articles as a director, managing agent, 

~ manager or secretary of the company, of compliance with the require
ments aforesaid shall be filed with the Registrar ; and the Registrar may 
accept such a declaration as sufficient evidence of such compliance. 

31. Effect of memorandum and articles.-{1) Subject to the pro
visions of this Act, the memorandum and articles shall, when registered, bind 

10 the company and the members thereof to the same extent as if they respectively 
had been.. signed by the company and by each member, and contained co
venants on its and his part to observe all the provisions of the memorandum 

·and of the arlicles. 

(2) All money payable by any member to the company under the memo-
15 randum or articles shall be a debt due from him to the company. 

32. Provision as to companies limited by guarantee.-{!) In the 
case of a company limited by guarantee and not having a share capital, a"nd 
registered on or after the first day of April 1914, every provision in the rremo
randum or articles or in any resolution of the company purporting to give any 

20 person a right to participate in the divisible profits of the company otherwise 
than as a member shall be void. 

(2) For the purpose of the provisions of this Act relating to the memo
randum of a company limited by guarantee and of this section, every pro· 
vision in the memorandum or articles, or in any resolution, of any company 

25 limited by guarantee and registered on or after the first day of April 1914, 
purporting to divide the undertaking of the company into shares or interests, 
shall be treated as a provision for a share capital, notwithstanding that the 
nominal Emount or number of the shares or interests is not specified there
by. 

:30 33· Effect of alteration in memorandum or articles.-Notwith-
standing anything in the memorandum or articles of a company, no member of 
the company shall be bound by an alteration made in the me~orandum or 
articles after the date on which he beC4llle a member, if and so far as the al
teration requires him to take or subscribe for more shares than the number held 

.35 by him at the date on which the alteration is made, or in any way increases his 
liability as at that date, whether directly or indirectly, to contribute to the share 
capital· of, or otherwise to pay money to, the company : 

Provided that this section shall not apply in any case where the member 
agrees in writing, either before or after a particular alteration is made, to 

40 be bound by the alteration. 

34· Copies of memorandum and articles etc. to be given to mem
bers.-(1) A company shall, on being so required by any member, send to 
him within seven days of the requirement, a copy each of the memorandum, 
of the articles, if any, and of the resolutions and agreements referred to in 

45 section 184, if any, subject to the payment of one rupee . 

(2) If a company makes default in complying wnh the requirements of 
this ·section, the company, and every officer of the company who is in 
default, shall be punishable, for each offence, with fine which may extend to 
fifty rupees. · 
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35• Alteration of memorandum or articles etc. to be noted in 
every copy.-{1) Where an alteration is made in the memorandum or 
articles of a company or in any resolution or agreement refefred to in 
section 184, every copy of the memorandum, articles, resolution or agree
ment issued after the date of the alteration shall be in accordance with the S 
alteration. 

(2) If, at any time, the company issues any copies of the meme>randum, 
articles, resolution or agreement, which are not in accordance with the 
alteration or alterations made therein before that time, the company, and 
every officer of the company who is in default, shall be punishable with fine 10 
\\ hich may extend to ten rupees for each copy so issued. 

Membership of company 

36. Definition of" member".-(I) The suoscribers of the memorandum 
t.f a company shall be deemed to have agreed to become members of the 
company, and on its registration shall be entered as members in its register of IS 
members. · 

(2) Every other person who agrees to become a member of a company 
and whose name is entered in its register of members, shall be a member of the 
company. 

37· Membership of holding company.-{1) Except m the cases 20 
mentioned in this section, a body corporate cannot be a member of a company 
which is its holding company, and any allotment or transfer of shares in a 
company to its subsidiary shall be void. 

(2) Nothing in this section shall apply-

(a) where the subsidiary is concerned as the legal representative of a 25 deceased member of the holding company; or 

(b) where the subsidiary is concerned as trustee, unless the holding 
company or a subsidiary thereof is beneficially interested under the trust 
and is not so interested only by way of security for the purposes of a 
transaction entered into by it in the ordinary course of a business which 
includes the lending of money. 3° 

(3) This section shall not prevent a subsidiary which, at the commence
ment of this Act, is a member of its holding company, from continuing to 
be a member but, except in the cases referred to in sub-section (2), 
the subsidiary shall have no right to vote at meetings of the holding company :l.. 
or any class of members thereof. .;:, 

(4) Subject to sub-section (2), sub-sections (1) and (3) shall apply in 
rel::nion to a nominee for a body corporate which is a subsidiary, as if references 
in the soid sub-sections (1) and (3) to such a body corporate included references 
to a nominee for it. 

(5) In relation to a holding company which is either a company limited 
by guarantee or an unlimited company, the reference in this section to shares, 
whether or not the company has a share capital, shall be construed as including 
a reference to the interest of its members as such, whatever the form of that 
interest. 

48 M of Law. 

40 
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Private companies 

38. Consequences of default in complying with conditions consti
tuting a company a private company.-Where the articles of a company 
include the provisions which, under clause (iii) of sub-section (1) of section 3, 
are required to be includ;d in the articles of a company in order to comtitute 

5 it a private company, but default is made in complying with any of those pro
visions, the company shall cease to be entitled to the privileges and exemptions 
conferred on private companies U1Wer the provisions contained in this Act, 
and the provisions of this Act shall apply to the company as if it were not a 
private company : 

10 Provideq. that the Court, on b:!ing satisfied :hat the failure to com;>ly with 
the conditions was accidental or du·~ to baJvertence or to som·:: other sufficient 
cause, or that on other grounds it is just and equitable to grant relief, may, on 
the application of the company or any other person interested and on such 
terms and conditions as seem to the Court just and ex~dient, order that the 

1_5 company be relieved from such consequences as aforesaid. 

39· Prospectus or statement in lieu of prospectus to be filed by 
private company on ceasing to be private company.-(1) If a com;>any, 
being a private company, alters its articles in such a m'lnner that th>;y no 
longer include the provisions which, under clause (ii1) of sub-section (1) of 

20 section 3, are required to be included in the articles of a company in ord<!r 
to constitute it a private company, the company-

(a) shall, as on the date of the alteration, cease to be a p:ivate company; 
and 

(b) shall, within a period of fourteen days after th~ sail da~e, 
25 file with the Registrar either a prospectus or a statem~nt in lieu of 

prospectus, as specified in sub-section (2). , 
(2) (a) Every pro-::pectus filed under sub-section (1) shall state the matters 

specified in Part I of Schedule II and set out the reports specified in Part II 
of that Schedule, and the said Parts I and II shall have effect subject to the 

30 provisions contained in Part III of that Schedule. 

(b) Every statement in lieu of prospectus filed under sub-section (1) shall 
be in the forril and contain the particulars set out in Part I of Sc~1edule IV, 
and in the cases mentioned in Part II of th'lt Schedule, sh1ll set out the re
ports specified therein, and the said Parts I and II shall have effect subject 

35 to the provisions contained in Part III of that Schedule. · 

40_ 

(c) Where the persons making any such report as is referred to in clause 
(a) or (b) have made therein, or have, without giving the reasons, indica:eq 
therein, any such adjustments as are m::ntioned in clause 32 of schedule II or 
clause 5 of Schedule IV, as the case may be, the prospectus or 
statement in lieu ofprosp::ctus filed as aforesaid, shall have endorsed there
on or attached thereto, a written statem-::nt signed by those ~rsom, setting out 
the adjustments and giving the reasons therefor. 

(3) If default is made in complying wit~ s:ub-section (1) or (2), the_ com
pany, and every officer of the company who 1s 1n default, shall be pumshable 

45 with fine which may extend to five hundred rupees. 
(4) Where any prospectus or statement in lieu of prospectus filed U.'lder 

this section includes any untrue statement, any person who authorised the 
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tliling of such prospectus or statement shall be punishable with imprison
ment for a term which may extend to two years, or with fine which may extend 
to five thousand rupees, or with both, unless he proves either that the untrue 
statement was imm:lterial or that he had reasonable ground to believe, and did 
up to the time of the filing of the prosp-!Ctus or statem~nt believe, that the S 
untrue statement was true. 

(5) For the purposes of this section-

(a) a statement included in a prospectus or a statement in lieu of pros-
. pectus shall be deemed to be untrue if it is misleading in the form 

and context in which it is included . ; 

(b) a statement shall be deemed to be included in a prospectus or 
a statement in lieu of prospectus if it is contained in any report or 
memorandum appearing on the face thereof or is by reference 
incorporated therein ; and · 

IO 

{c) where the omission from a prospectus or a statement in lieu of IS 
prospectus of any matter which is required to be stated therein 
under the provisions of Schedule II or IV, as the case may be, is 
Cllculated to mislead, the prosp.!ctus or statem~nt in lieu 
of prospectus shall be deemed, in respect of such omission, to 
be a prospectus or a statement in lieu of prospectus in 20 
which an untrue statement is included. 

Reduction of number of members below legal minimum • 
. ·· 

40 • .Members severally liable for debts where business carried on 
with fewer than seven, or in the case of a private company, two mem
bers.-If at any time the number of members of a company is reduced, in the 25 
case of a public company, below seven, or in the case of a private company, 
below two, and the company carries on business for more than six months 
while the number is so reduced, every person who is a member of the com
pany during the time that it so carries on business after those six months and 
is cognisant of the fact that it is carrying on business with fewer than seven 30 members or two members, as the case may be, shall be severally liable for the 
payment of the whole debts of the company contracted during that time, and 
may be severally sued therefor. 

Contracts etc. 

41. Form of contracts.-(x) Coatracts on behalf of a company may 35 
be made as follows :-

(a) a contract which, if made between private persous, would by law 
be required to be in writing signed by the parties to be charged 
therewith, may be made on behalf of the company in writing 
signed by any person acting under its authority, express or im- 40 
plied, and may in the same manner be varied or discharged ; 

(b) a contract which, if made between private persons, would by law 
be valid although made by parol only, and not reduced into 
writing, may be made by parol on behalf of the company by any 
person acting under its authority, express or implied, and may 45 
in the same manner be varied or discharged. 
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(2) A contract made according· to this section shall be effectual in law 
and shall bind the company and all other parties thereto. 

42. Bills of exchange and promissory notes.-A bill of excha ng 
hundi or promissory note shall be deemed to have been made, drawn, ac 

5 cepted or endorsed on behalf of a company if made, drawn, accepted or en
dorsed in the name of, or on behalf or on account of, the company by any 
person acting under its authority, express or implied. 

43· Execution of deeds.-(1) A company may, by writing under it~ 
common seal, empower any person, either generally or in respect of any 

10 specified matters, as its attorney, to execute deeds on its behalf in any place 
- either in or outside India. 

(2)" A deed signed by such an attorney, on behalf of the company and 
under his seal, where sealing is required, shall bind the company and have 
the same effect as if it were under its common seal. 

15 44· Investments of company to be held in its own name.-(1} 
All investments made or held by a company shall be registered or held by it 
in its own name ; and where any such investments are not so held at the 
commencement of this Act, the company shall, within a period of six months 
from such commencement cause them to be transferred to, and hold them in. 

20 its own name : 

Provided that where the company has a right to appoint any person 
or persons as a director or directors of any other body corporate, shares in 
such other body corporate to an amount not exceeding the nominal value 
of the qualification shares which are required to be held by a director 

25 thereof, may be registered or held by such company jointly in the names 
of itself and of each such person. 

(2) The shares referred to in the foregoing proviso shall be in the 
custody of the company entitled to make the appointment or of its bankers. 

(3) If default is made in complying with any of the requirements of 
30 sub-sections (1) and (2), the company, and every officer of the company 

who is in default, shall be punishable, in respect of each offence, with fine 
which may extend to five thousand rupees. 

45· Power for company to have official seal for use outside 
India.-(1) A company whose objects require or comprise the transaction of 

35 business outside India may, if authorised by its articles, have for use in any 
territory, district or place not situate in India an official seal which shall be a 
facsimile ofthe common seal of the company, with the addition on its face of 
the name of the territory, district or place where it is to be used. 

(2) A company having an official seal for use in any such territory, 
40 district or place may, by writing under its common seal, authorise any 

person appointed for the purpose in that territory, district or place to affi.~ 
the official seal to any deed or other document to which the company is 
a party in that territory, district or place. 

(3) The authority of any agent authorised under sub-section (2) shall. 
45 as between the company and any persou dealing with the agent, continue 

during the period, if any, mentioned in the instrument conferring the autho
rity, or if no period is there mentioned, then, until notice of the revocation 
or determination of the agent's authority has been given to the person 
dealing with him. 
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(4) Th! p!rsoa affilcinJ any such oJi.:ial seal shall, by writing und:!r his 
hmd, certify o.t the d:!ed or other docum!nt to which the seal is affixed, the 
date oa which and the place at which, it is affixed. 

(5) A deed or other document to which an official seal is duly affixed 
shall bind the company as if it had been sealed with the common seal of the _ S 
-company. · 

Servics of Notices etc. 

46. Service of documents on c:ompany.-A document may be served 
-<>n a company by leaving it at, or by sending it either by ordinat'V post under a 
postal certificate or by registered post to, the registered office ofthe company. 10 

47· Service of documents on Registrar.~ document may be ser
ved on the Registrar by sending it to him by ordinary post under a postal 
certificate or by registered post, or by delivering it to · him or by leaving it for 
him, at his office. 

48. Service of notice on members by company.-( I) A notice IS 
may be given by the company to any member either personally, or by send-
ing it by post to him to his registered address, or if he has no registered 
address in India, to the address, if any, within India supplied by him to the 
company for the giving of notices to him. 

(2) Where a notice is seat by post,-
(a) service of the notice shall be deem!d to be effected by properly 

aJdressing, prepaying and posting a letter containing the notice ; 
and • 

(b) unless the contrary is yroved, such service shall be deem!d to 
have been effected-
(i) in the case of a notice of a m!eting, at the expiration of 

fortyeight hours after the letter containing the sam;: is posted, 
and 

(ii) in any other case, at the time at which the letter would be 
delivered in the ordinary course of post. 

(3) If a member has no registered address in India, and has not supplied 
<to the company an address within India for the giving of notices to him, a 
notice addressed to him and advertised in a newspaper circulating in the 
neighbourhood of the registered office of the company shall be deemed to be 
. duly given to him on the day on which the advertisement appears. 

(4) A notice may be given by the company to the joint-holders of a share 
by giving the notice to the joint-holder named first in the register in respect 
of the share. 

20 

25 

30 

35 

(s) A notice may be given by the company to the persons entitled to a 
share in consequence of th·e death or insolvency of a member by sending it 40 
through the post in a prepaid letter addressed to them by name, or by the 
title of representatives of the deceased, or assignee of the insolvent, or by any 
like d.!Scription, at the address, if any, in India supplied for the purpose by 
the persons claiming to be so entitled, or until such an address has been so 
supplied, by giving the notice in any manner in which it might have been 45 
given if the death or insolvency had not occurred. 

Authentication of Documents 

49· ~uthentication of documents.-::-Save as otherwise express-
·ty prov1ded in this act, a document or ptoceeding requiring 
.authentication by a company may be signed by a director, managing 'iO 
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agent, manager, secretary or other authorised officer of the company, and neecL 
not be under its common seal. 

PART III 

PROSPECTUS AND ALLOTMENT, AND OTHER M.HTERS RELATING TO IssUE OF 
SHARES OR DEBENTURES 

Prospectus 

so. Dating of prospectus.-A prospectus issued by or on behalf of a. 
company _or in relation to an intended company shall be _dated, and that 
date shall, unless the contrary is proved, be taken as thi! date of publication. 

10 of the prospectus. 

51. Matters to be stated and reports to be set out in prospec
tus.-{!) Every prospectus issued-

(a). by or on behalf of a company, or 
(b) by or on behalf of any person who is or has been engaged or in-

IS_ terested in the formation of a company, 

shall state the matters specified in Part I of Schedule II and set out 
the reports specified in Part II of that Schedule, and the said Parts I and. 
II shall have effect subject to the provisions contained in Part III of that 
Schedule. 

20 (2) A condit~on requiring or binding an applicant for shares in or de-
bentures of a company to waive compliance with any ofthe r~quirements of 
this section, or purporting to affect him with notice of any contract, docu
ment or matter not specifically referred to in the prospectus, shall be void. 

(3) No one shall issue a.IJ,Y form of application for shares in or debentures-
25 of a company, unless the form is accompanied by a prospectus which 

complie~ with the requirements of this section : 

Pro\ ided that this sub-section shall not apply if it is shown that the form 
of application was issuedeither -

(a) in connection with a bona fiae invitation to a person to enter int~ 
30 an underwriting agreement with respect to the shares or deben

tures; or 
(b) in relation to shares or debentures which were .not offered to the

public. 

If any person acts in contravention of the provisions of this sub-section, 

35 he shall be punishable with fine which may extend to five thousand rurees. 

4$ 

(4) A director or other person responsible for the prospectus shall ~ot 
incur any liability by reason of any non-compliance with, or contravenuon 
of. any of the requirements of this section, if-

(a) as regards any matter not disclosed, he proves that he had nOr 
knowledge thereof ; or 

(b) he proves that the non-compliance or contravention arose from an 
_ honest mistake of fact on his part ; or 

(c) the non-compliance or contravention was in respect of mat~ers
VII~ich, in the -opinion of the Court dealing with the case, were tm
material or were otherwise such as ought, in the opinion of that 
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Court, having regard to all the circumstances of the case, reason
ably to be excused : 

Provided that no director or other person shall incur any liability in 
respect of the failure to include in a prospectus a statement with respect to the 
matters specified in clause 18 of Schedule II, unless it is proved that he had S 
knowledge of the matters not disclosed. 

(S) This section shall not apply-

(a) to the issue to existinJ members or debenture holders of a com
pany of a prospectus or form of application relating to shares 
in or de~entures of the company, whether an applicant for shares 10 
or debentures will or will not have the right to renounce 
in favour of other persons ; or · ~ 

(b) to the issue of a prosp·xtus or form of application relating to 
shares or d\:bentures which are, or are to be, in all respects uni
form with shares or debentures previously issued and for the 15 
time being deal in or quoted on a recognised stock exchange 
notified in this behalf by the Central Government in the Official 
Gazette : · 

but, subject as aforesaid, this section shall apply to a prospectus or a form 
of application, whether issued on or with reference to the formation of 20 
a company or subsequently. 

(6) Nothing i.r1 this section shall limit or diminish any liability which 
any person may incur under the general law or under this Act apart from this 

section. 

52.. Expert's consent to issue of prospectus containing statement 25 
by him.-(1) A prospectus inviting person$ to subscribe for shares in or 
debentures of a company and including a statement purporting to be made 
by an exrert shall not be issued, unless-

( a) he has given his writt~n consent to the issue thereof with the 
statement included in the form and context in which it is included, 30 
and has not withdrawn such consent before the delivery of a 
copy of the prospectus for registration ; and 

(b) a statement that he has given and has not withdrawn his consent 
as aforesaid appears in the prospectus. 

(2) If any prospectus is -issued in contravention of sub-section (1), the 35 
company, -and every person who is knowingly a party to the issue thereof, shall 
be punishable with fine which may extend to five thousand rupees. 

(3) In this section, the expression "expert" includes an engineer, 
yaluer, an accountant and any other person whose profession gives au-
thority to a statement made by him. 40 

53· Registration of prospectus.-(!) No prospectus shall be issued 
by or on behalf of a company or in relation to an intended company unless, 
on or befL)re the date of its publication, there h1s been delivered to the Regis· 
trar for registration a copy thereof signed by every person who is named 
therein as a director or proposed director of the company or by his agent au- 45 
thorised in writing, and having endorsed thereon or attached thereto-

(a) any consent to the issue of the prospectus,required by section j2 
from any person as an expert ; and 
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(b) in the case of a prospectus issued generally, also-

(•) a copy of every contract required by claus~ 16 of Schedule 
II to be specified in the prospectus, or, in the case of a contract 
not reduced into writing, a memorandum giving full particulars 

S thereof ; and 

(ii) where the persons m1king any report required by Part II of 
that Schedule have made therein, or have, without giving the 
reasons,' indicated therein, any such adjustments as are 
mentioned in clause 32 of that Schedule, a written statement 

10 signed by those persons setting out the adjustments and giving 
the reasons therefor. 

IS 

20 

25 

(2) Every pro3pectus shall, on the face of it,-

(a) state that a copy has been delivered for registration as required 
by this section ; and 

(b) specify any do::uments required by this section to be endorsed 
on or attached to the copy so delivered, or refer to statements 
included in the prospectus which specif:V those documents. 

(3) Tile R'!gistrar sh1ll not register a prosp-!ctus,-

(a) unless it is dated and the copy thereof signed in the manner re
quired by this sectio:t and unless further it has endorsed thereon 
or attached thereto the documents (if any) specified as 
aforesaid ; and 

(b) in case the prospectus names any person as the auditor, legal 
adviser, attorney, solicitor, banker or broker of the comp:my or 
proposed company, unless also it is accompanied by the consent in 
writing of the person so named to act in the capacity stated. 

(4) No prospectus shall be issued more than runety days after the date 
on which a copy thereof is delivered for registration ; and if a prospectus is 
so issued, it shall be deemed to be a prospectus a copy of which has not been 

30 delivered under this section to the Registrar. 

(5) If a prospectus is issued without a copy thereof being delivered under 
this section to the Registrar or without the copy so delivered having endorsed 
thereon or attached thereto the required consent or 'documents, the 
company, and every person who is knowingly a party to the issue of the pros-

35 pectus, shall be punishable with fine which may extend to five thousand 
rupees. 

54. Terms of contract mentioned in prospectus or statement in 
lieu of prospectus, not to be varied.-A company shall not, at any 
time, vary the terms of a contract referred to in the prospectus or stateme~t 

40 in lieu of prospectus, exceQt subject to the approval of the company m 
general meeting. 

55· CivU liability for mis-statements in prospectus.-( I) Subject 
to the provisions of this section, where a prospectus invites persons to subs
cribe for shares in or debentures of a company, the following persons shall 

45 be liable to pay compensation to every person who subscribes for any shares 
or debentures on the faith of the prospectus for the loss or damage he may 
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have sustained by reason of any untrue statement included therein, that is 
to say,-

(a) every person who is a director of the company at the time of the 
issue of the prospectus ; 

(b) every person who has authorised himslfto be named and is named 5 
in the prospectus as a director or as having agreed to become 
a director either immediately' or after an interval of time 

(c) every person who is a promoter of the company ; and 

(d) every person who has authorised the Issue of the prospectus 

Provided that where, under section 52, the consent of a person IO 
is required to the issue of a prospectus and he has gi,ven that consent, or where, 
under clause (b) of sub-section (3) of section 53,'the con.sent of a person 
named in a prospectus is required and he has given that consent, he shall not, 
by reason of having given such consent, be liable under this sub-section 
as a person who has authorised the issue of the prospectus except in respect IS 
~fan untrue statement, if any, purporting to be made by him as an expert. 

(2) No persoa sh1ll be liable under sub-section (I), if he proves-

(a) that, having consented to become a director of the company, he 
withdrew his consent before the issue of the prospectus, and that 
it was issued without his authority or consent ; or 20 

(b) that the pro3pectus w.1s/issued without his knowledge or consent 
and that on becoming aw.are of its issue, he forthwith gave-rea· 
sonable public notice that it was issued without his knowledge or 
consent; or 

(c) that, after the issue of the prospectus and before allotment there- 25 
under, he, on becoming aware of any untrue statement therein, 
withdrew his consent to the issue of the prospectus and gave 
reasonable public notice of the withdrawal and of the reason 
therefor ; or 

(d) that-

(a) as regar~every untrue statement not purporting to be made on 
the authority of an expert or of a public official document or 
statement, he had reasonable ground to believe, and did up 
to the time of the allotm~nt of the shares or debentures, as the 
case may be, believe, that the statement was true; and 35 

(ii) as regards every untrue statement purporting to be a statement 
by an expert or contained in what purports to be a copy or or 
extract from a report or valuation of an expert, it was a correcc 
and fair representation of the statement, or a correct copy of, 
or a correct and fair extract from, the report or valuation; and he 40 
had reasonable ground to believe, and did up to the time of the 
issue of the prospectus believe, that the person making the 
statement was competent to make it and that that person had 
given the consent required by section 52 to the issue of the 
prospectus and had not withdrawn that consent before delivery 45 
of a copy of the prospectus for registration or, to the defendant's 
knowledge, before allotment thereunder; and 
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(iit) as regards every untrue statement purporting to be a state
ment made by an official person or contained in what purports 
to be a copy of or extract from a public"official document, it was 
a correct and fair representation of the statement, or a correct. 
copy of, or a correct and fair extract from, the document : 

Provided that this sub-section shall not apply in the case of a person 
liable, by reason of his having given a consent required of him by section 52, 
as a person who has authorised the issue of the prospectus in respect or 
an unuue statement purporting to be made by him as an expert. 

(3) A person who, apart from this sub-section, would, under sub-section 
(1). be liable by reason of his having given a consent required of him by sec
tion 52, as a person who has authorised the issue of a prospectus in respect 
of an untrue statement purporting to be made by him as an expert, shall not 
be so liable, if he proves- · 

(a) that, having given his consent under section 52 to the issue of the
prospectus, he withdrew it in writing before delivery of a copy 
of the prospectus for registration; or 

(b) that, after delivery of a copy of the prospectus for registration and 
before allotment thereunder, he, on becoming aware of the untrue 
statement, withdrew his consent in writing and gave reasonable 
public n.otice of the withdrawal, and of the reason therefor ; or 

(c) that he was competent to make the statement and that he had 
resonable ground to believe, and did up to the time of the allotment 
of the shares or debentures, as the case may be, believe, that the
statement was true. 

(4) Where-

(a) the prospectus specifies the name of a person as a director of the 
company, or as havi..J.g agreed to become a director thereof, and 
he has not consented to become a director, or has withdrawn his 
consent before the issue of the prospectus, and has not authorised 
or consented to the issue thereof; or 

(b) the consent of a person is required under secffon 52 to the issue 
of the prospectus and he either has not given that consent or has. 
withdrawn it before the issue of the prospecttis ; 

35 the directors of the company excluding those without whose kno\vledge or 
consent the prospectus was issued, and every other person who authorised 
the issue thereof, shall be liable to indem.rlify the person referred to in clause 
(a) or clause (b), as the ca~e may be, agcinst ~11 damages,. costs an~ expens~s 
to which he may be made hable by reason of hts name havmg been mserred m 

40 the prospectus or of the inclusion therein of a ~tatement. purporting to. be 
made by him as an exrert, as the case may be, or m defendmg hrmself agamst 
any suit or legal proceeding brought against him in respect thereof : 

Provided that a person shall not be deemed for the purposes of this sub
section to have authorised the issue of a prospectus by reason only of his having 

45 given the consent required by section 52 to the inclusion therein of a statement 
purporting to be made by him as an expert. 
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(5) Every person who, by reason of his being a director or being namecf 
as a director or having agreed to become a director or by reason of his having 
authorised the issue of the prospectus, becomes liable to make any payment 
under this section, may recover contribution, as in cases of contract, from 
any other person who, if sued separately, would have been liable to make 5 
the same payment, unless the person who has become so liable was, and that 
other person was not, guilty of fraudulent misrepresentation. 

( 6) For the purposes of this ·section-

( a) the expression "promoter" means a promoter who was a party to 
the preparation of the prospectus or of the portion thereof containing 
the untrue statement, but does not include any person by reason 
of his acting in a professional capacity for persons engaged in procur
ing th'! formation of the company ; and· . 

(b) the expression "expert" has the same meaning as in section 52. 

56. Criminal liability for mis-statements in prospectus.-{!) 
~'here a prospectus issued after the commencement of this Act includes any 
untrue statement, any person who authorised the issl.!e of the prospectus, 
shall be punishable with imprisonment for a term which may extend to two 
years, or with fine which may extend to five thousand rupees, or with both, 
unless he proves either that the statement was immaterial or that he had 
reasonable ground to believe, and did, up to the time of the issue of the pros
pectus, believe, that the statement was true. 

(2) A rerson shall not te .tleemed for the purposes of this section to 
·have authorised the issue of a pros rectus by reason only of his having given-

(a) the consent required by section 52 to the inclusion therein of a 
statement purportmg tote mace by him as an expert, or 

25;, 

(b) the consent required by clause (b) of sub-section (3) of section 
53· 

51· Document containing offer of shares or debentures for sale 
to be deemed prospectus.-{!) ~'here a company allots or agrees to allot 
any shares in or debentures of the company with a view to all or any of those 
shares or debentures being offered for sale to the public, any document by 
which the r ffcr for sale to the public is made shall, for all purposes, be deemed 
to be a prospectus issued by the company; and all enactments and rules oflaw 
as to the contents of prospectuses and as to liability in resp.!ct of statements 
in and omissions from prospectuses, or otherwise r.:!lating to prospectuses, 
shall apply with the modifications srecified in sub-sections (3), (4) and (5), 
and have effect accordingly, as if the shares or debentures had been offered 
to the public for subscription and as if persons accepting the offer .in 
respect of any shares or debentures, were subscribers for those shares or 
dcbcntur.!s, but without prejudice to the liability, if any, of the persons by 
whom the offer is made, in respect of mis-statements cont3ined in the docu
ment or otherwise in respect thereof. 

(~) For the purposes of this Act, it shall, unless the contrary is proved, be 
eviden~ that an allotment <'f, or an agrxment to allot, shar.!S or debentures 
was made with a view to the shares or debentures being offered for sale to 
the rublic if it is shown-

(a) that an cff.'!r of the shsres or debentur~s or of any of them for sale 
to the public was msde within six months after the allotment or 
agr'\."'Cmcnt to allot ; or 

35. 
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(b) th'lt at the d'lte wh'!n th'! offer was m1de the whJ!e consid·!ration 
to be reo.!ived by the com_;>any in respect of the sh'lre'l or de
bentures had not been so received. 

(3) Section 5 I as applied by this sectioa sh'lll h'lVe eff.!ct as if it required 
"5 a prospectus to ~tate in addition to th.! matters required by th'lt section to be 

stated in a prospectus-
(a) the net amount of the consideration received or to be received by 

the company in respect ofth'.! shares or debentures to which the 
offer relates ; and 

'IO (b)· the place and time at which thi! contract under which the said 
shares or debentures have been or are to be allotted may be 
inspected. 

(4) Section 5 I as applied by this section shall have effect as though the per
sons making the offer were persons nati¥.:d in a prospectus as directors of a 

~5 company. 
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(5) Where a person making an offer to which this section relates 
is a company or a firm, it shall be sufficient if the document referred to in 
sub-section (I) is sigaed on behalf of the company or firm by two direc
tors of the company or by not less than one-half of the partn.!rs, as the case 
may be; and any such director or partner may sign by his agent authorised 
in writing. 

58. Interpretation of provisions relating to prospectuses.-For 
the purposes of thi! foregoing provisions of this Part-

(a) a statement included in a prospectus sh'lll be deemed to be 
untrue, if the statement is misleading in the form and context 
in which it is included ; 

(b) a statement shall be deemed to be included in a prospectus if it is 
contained in any report or memorandum appearing on the 
face thereof or is by reference incorporated therein or issued 
therewith ; and 

(c) where the omission from a prospectus of any matter which is re
quired to be stated or set out therein under the provisions of 
section 5 I and Schedule II is calculated -to mislead, the 
prospectus-shall be deemed, in respect of such omission, to be 
a prospectus in which an untrue statement is included. 

59· Newspaper advertisements of prospectus.-Where any prospec
tus is published as a newspaper advertisement, it shall not be necessary in 
the·advertisement to specify the contents of the memorandum or the signa
tories thereto, or the number of shares subscribed for by them. 

6o. Restriction on canvassing of shares or debentures.-(r) No 
person shall go from house to house offering to the public or any member of 
the public for subscription or purchase, any shares or debentures of a company 
or body corporate, or of any body or person purporting to be a company or 
body corporate, whether actually one within the meaning of this Act or not. 

45 (2) In sub-section ( r), "house" does not include an office used for business 
purposes ; and the expression "offering" includes an invitation . to make an 
offer. 

(3) Any person acting in contravention of sub-section (I) shall be 
punishable with fine which may extend to five hundred rupees. 
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6r. Construction of references to. offering shares or debentures 

to the public etc.-{ I) Any reference in this Act or in the articles of a 
comrany to offering shares or debentures to the public shall, subject to any 
pro\·ision to the contrary contained 1 herein and subject also to the provisions 
of sub-sections (3) and (4), be construed as including a reference to offering ~ 
them to any section of the public, whether selected as members or deben-
ture holders of the company concerned or as clients of the personj issuing 
the prospectus or in any other manner. 

(2) Any reference in this Act or in the articles of a company to invitations 
to the public to subscribe for shares or debentures shall, subject as aforesaid, IO· 
be construed as including a reference to invitations to subscribe for them 
extended to any section of the public, whether selected as members or 
debenture holders of the company concerned or as clients of the person issu· 
ing the prospectus or in any other manner. · 

(3) No offer or invitation shall be treated as made to the public by 15. 
virtue of sub-section (I) or sub-section (2), as the case may be, if the offer 
or im·itation can properly be regarded, in all the circumstances-

(a) as not being calculated to result, directly or indirectly, in the sharrs 
or debentures becoming available for subscription or purchase 
by persons other than those receiving the offer or invitation; 20· 
or 

(b) otherwise as being a domestic concern of the persons making and 
receiving it. 

(4) Without prejudice to !hi! generality of sub-section (3), a provision in a 
company's articles prohibiting invitations to the public to subscribe for 25' 
shares or debentures shall not te taken as prohibiting the making to members 
or debenture holders of an invitation which can properly be regarded in the 
manner set forth in that sub-section. 

(5) The provisions of this Act relating to private companies shall be 
construed in accordance with the provisions contained in sub-sections (I) to 30' 
(4)· . 

62. Penalty for fraudulently inducing persons to invest money.-
(r) Any person who, by knowingly or recklessly making any statement, 
promise or forecast which is false, deceptive or misleading, or by any dis
honest concealment of material facts, induces or attempts to induce another 3S 
person to enter into, or to offer to enter into-

(a) any agreement for or with a view to, acquiring, disposing of, sub
scribing for, or underwriting, shares or debentures ; or 

(b) any agreement the purpose or pretended pUrpose of which is to 
secure a profit to any of the parties from the yield of shares or 40· 
debentures or by reference to fluctuations in the value of shares 
or debentures ; 

smll be pu.1ishable with imprisonment for a term which may extend to five 
years or with fine which may e"""tend to ten thousand rupees, or with both . 

. (2) Any person guilty of conspiracy to commit an offence under sub- 4). 
sect10n (x) shall be punishable as if he had committed the offence. · 
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Allotment 

~3· Prohibition of allotment unless minimum subscription 
recetved.-(z) No allotment shall be made of any share capital of a company 
offered to the public for subs:ription, unless the amount stated in the prospec

:5 tus as the minimum amount which, in the opinion of the directors, must be 
_ raised by the issue of share capital in order to provide for the matters specified 

in claus~ 5. of Schedule II has been subscribed, and the sum payable 
on applicatiOn fur the amount so stated has been paid to and received by 
the company wh:!ther in cash or by a cheque which ha; b.:en paid. 

J:O (2) The amount so stated in the prospectus sh1ll be reckoned exclusively 
of any amount payable otherwise than in money and is in this Act referred to 
as "the minimum subscription". 

(3) The amount payable on application on each share shall not be less 
than five per cent of the nominal amount of the share. 

:15 (4) All moneys received from applicants for shares shall be deposited 
and kept deposited in a Scheduled Bank untill they are returned in accord
ance with the provisions of sub-section (5) or U11til the certificate to commence 

..20 

business is obtained under section 142. . · 

In the event of any contravention of the provision~ of this sub-section 
every promoter, director or other person who is knowingly responsible for 

_ such contravention shall be punishable with fine which may extend to five 
thousand rupees. 

(5) If the conditions aforesaid h1ve not been complied with on the 
expiration of ninety days after the first issue of the prospectus; all moneys 
receiv~d from applicants for shares sh'lll be forthwith repaid to them without 
interest, and, if any such money is not so repaid within one hundred days 
after the issue of the prospectus, the directors of the company shall be jointly 
and severally liable to repay that money with interest at the rate of five per 
cent per annum from the expiration of the one hundredth day : 

Provided that a director shill not be so liable if he proves that the 
default in the repayment of the money was not due to any misconduct or 
negligence on his part. 

· (6) Any condition requiring or binding any applicant for shares to waive 
compliance with any r.!quircment ofthi~ section shall be void . 

.:35 (7) This section, except sub-section (3) ther.!of, shall.not apply to anY 
allotment of shares subsequent to th~ first allotm.!nt of ~har.!S offered to the 
public for subscription. 

-45 

64. Prohibition of all~tment in ce~tain cases unless state~ent 
in lieu of prospectus debvered to Regtstrar.-(I) A company havmg a 
share e1pital which does not issue a prospectus on or with reference to its 
formation, or which has issued such a prospectus but has not proceeded to 
allot any of the shares offered to the public for subscription, shall not zllvt 
any of its shares or debentures unless 9.t le~.st three day~ before the first ~llot
ment of either shares or debentures, there has been delivered to the Registrar 
for registration a statement in lieu ofprospectu~ signed by every person who ~s 
named therein as a director or a proposed director of the company or by h1s 
agent authorised in • writing, in the form and containing the particulars set 
out in Part I of Schedule III and, in the cases mentioned in Part II of that 
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Schedule, setting out the reports specified therein, and the said Parts I and II 
shall have effect subject to the provisions contained in Part III of that 
Sch!du~e. 

(2) Every statem;:nt in lieu of prospectus delivered under sub-section 
(I) sh3.ll, where the persons mlking any such report as afore5aid have made 
therein or have, without givbg- the reasons, indicated therein any such ad
justments as are mentioned in cbuse 5 of Schedule III, have endorsed thereon 
or attached thereto a written statement signed by those persons setting· out 
the adjustments and giving the reasons therefor. 

(3) This sectio:t shall not apply to a private company. 

(4) If a company acts in contravention of sub-section (I) or (2), the com
p.my, and every director of the company who is in default, shall be punishable 
-with fine which m1y extend to o:te thoasand r~pees. 

s 

IO 

(5) Where a statement in lieu of prospectus· delivered to the Registrar 
.under sub-section (I) include.; any untrue statement, any person who authorises IS 
the ddivery of the statement in lieu of prospectus for registration shall be 
punish:1ble with imprisonment for a term which may extend to two years or 
·with fine which may extend to five thousand rupees or with both, unless he 
proves either that the untrue statement was immaterial or that he had reason
able ground to believe, and did, up to the time of the delivery for registration 20 
<>f the statement in lieu of prospectus, believ~ that the untrue statement was 
true. 

(6) For the purposes of this seci:ion-
.• 

(a) a statem:!nt included in a statem:!...'1t in lieu of prospectus shall be 
d·:!em~d to b:: untrue if it is misleadi~1g in the form and context in 25 
which it is included ; 

(b) a statem!nt sh1ll be deemed to h:: includ·::d in a statement in lieu 
of prospectus if it is contained in any report or memorandum 
appearing Oil the face thereof or is by reference incorporated 
therein; and 30 

(c) where the omission from a statement in lieu of prospectus of any 
mltter which is required to be stated or set out therein under the 
provisiom of Schedule III is calculated to mislead, the state
m~nt in lieu of prospectus shall be deemed, in respect of such 
omission, to be a statem~nt in lieu of prospectus in which an 35 
untrue statement i.> included. 

65. Eff~ct or irregular allotment.-( I) An allotm::nt m1de by a 
co::n)l!lY to an applic:lnt in co.Jtravention of the provisio:ts of section 63 
·Or 64 shall b:: voidable at the imtance of the applicant-

(a) ~within two months after the holding of the statutory meeting of 40 
the company, and not later, or 

(b) in any C;lSe where the company is not. required to hold a statutory 
meeung or where the allotment 1s made after the holding 
of the statutory meeting, within two mouths after the date of the 
allotment, and not la rer. . 45 

(2) The allotment shall be void.1ble ~'> aforesaid, notwithstanding that 
the company is in course of being wound up. 
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(3) If any director of a company knowingly contravenes cr permits or 
authorises the contravention cf any· of the provisions of section 63 or 64 
with respect to allotment, he shall be liable to compensate the company and 
the allottee respectively for any loss, damages o.r costs which the compar.w 

' or the allottee may have sustained or incurred thereby : 

Provided that proceedings to recover any such loss, damages or costs
shall not be commenced after the expiration of two years from the date of the 
allotment. 

66. Applications for, and allotment of, shares and debentures.-(!} 
IO (a) No allotment shall be made of any shares in or debentures of a company 

in pursuance of a prospectus issued generally and no proceedings shall be 
taken on applications _made in pursuance of a prospectus so issued, until the 
beginning of the fifth day after that on which the prospectus is first so issued 
or such later time, if any, as may be specified in the prospectus : 

15 Provided that where, after a prospectus is first issued generally, a public
notice is given by some person responsible under section 55 for the prospectus. 
which has the effect of excluding, limiting or diminisbing his resronsibility ~ 
no allotment shall be made before the beginning of the fifth day after that on. 
which such public notice is first given. · . 

20 (b) Nothing in the foregoing proviso shall be deemed to exclude, limit or 
diminish any liability that might be incurred in the case referred to 
therein, under the general law or this Act. 

(c) The beginning of the fifth day or such later time as is mentioned 
in the first paragraph of clause (a) or the beginning of the fifth day" mentioned 

25 in the second paragraph of that clause, as the ca:;e may be, is hereinafter in 
this Act referred to as "the time of the opening of the subscription lists". 

(2) In sub-section (I), the reference to the day on which the prospectus. 
is first issued generally shall be construed as referring to the day on which it is. 
first so issued as a newspaper advertisement : 

30 Provided that, if it is not so issued as a newspaper advertisement before 
the fifth day after that on which it is first so issued in any other manner, the 
said reference shall be construed as referring to the day on which it is first so· 
issued in any manner. 

(3) The validity of an allotment shall not be affected by any contraven-
35 tion of the foregoing provisions of ~his section; but, in the event of any such 

contravention, the company, and every officer of the company who is in de
fault, shall be punishable with fine which may extend to fi:ve thousand rupees. 

(4) In the application of this section to a prospectus offering shares or 
debentures for sale, sub-sections (1) to (3) shall have effect with the substitu-

40 tion of references to sale for references to allotment, and with the substitution 
for the reference to the company and every officer of the company who is in 
default of a reference to any person by or through whom the offer is made 
and who is knowingly guilty of or knowingly authorises or permits, the 
contravention. 

4S (5) An application for shar~s' in, or debentures of, a company, which is 
made in pursuance of a prospectus issued generally shall not be revocable 
until after the expiration of the fifth day after the time of the opening of the 
subscription lists, or the giving before the expiration of the said fifth day~ 
by some person responsible under section 55 for the prospectus of a public 
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notice having the effect under that section of excluding, limiting or dimi· 
nishing the responsibility of the person giving it. 

(6) Where a prospectus is issued generally, the company shall announce 
the day on which the sub~cription lists are closed and the allotment of share 
or debentures shall be made and notices of such allotment issued not late S 
than the tenth day after such day. 

67. Allotment of shares and debentures to be dealt in on stock 
exchange.-( 1) Where a prospectus, whether issued generally or not, states 
that application has been or will be made for permission for the shares or 
debentures offered thereby to be dealt in on any stock exchange, any allotment IO 
m1de on an application in pursuance of the prospectus shall, whenever made, 
be void if the permission has not been applied for before the tenth day after the 
first issue of the prospectus or if the permission ha,s not been granted before the 
expiration of three weeks from the date of the closing of the subscription lists 
or such lo11ger period not exceeding six weeks as ·may, within the said three IS 
w~eks, be notified to the applicant for permissfon by or on behalf of the 
stock exchange. 

(2) Where the permission has not been applied for as 1foresaid, or has not 
been granted as aforesaid, the company sh::tll forthwith repay without interest 
all moneys received from applicants in pursuance of the prospectus, and, if 20 
any such money is not rep:1id within eight d~ys after the company becomes 
liable to repay it, the directors of the company shall b~ jointly and severally 
liable to repay that money with interest at the rate of five per cent per annum 
from the expiration of the eighth day : 

Provided that a director shall-'not be liable if he proves that the default 25 
in the repayment of the money was net due to any misconduct or negligence 
on his•part. 

(3) All moneys received as aforesaid shall be kept in a separate bank 
account maintained with a Scheduled Bank so long as the company may J 
become liable to repay it under sub-section (2) ; and if default is made in 30 
complying with this sub-section, the company, and every officer of the com· 
pany who is in default, shall be punishable with fine which may extend to 
five thous::\nd rupees. 

(4) Any condition requiring or binding any applicant for shares or d~ 
bentures to waive complb.nce with any of the requirements of this section 3S 
sh11l be void. · · 

(5) This s~ction shall hwe effect-

(a) in relation to any shares or debentures agreed to be taken ~y a 
person underwriting lin offer thereof by a prospectus, as tf he 
had applied therefor in pursuance of the prospectus ; and 40 

(b) in relation to a prospectus offering shares for sale, with the following 
modifications, namely,-

(i) references to sale shall be substituted for references to allotment; 

(ii) the persons by whom the offer i_s made, and not the compa_ny 
shall b~ liable under sub-sectiOn (2) to repay money recetv· 45 
ed from applicants, and references to the comp:my's liability 
under th::::t sub-section shall be construed accordmgly ; and 

48 :\I of Law. 
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(iii) for the reference in sub-section (3) to the company and everY 
officer of the company who is in default, there shall be sub
stituted a reference to a.11y person by or through whom the 
offer is m 1de and who is knowingly guilty .of, or knowingly 

5 authorises or permits, the default. 

(6) The Central Government may, from time to time, by notification 
in the Official Gazette, prescribe what stock exchanges shall be recognised 
as such for the purposes of this section; and any application to, or the grant of 
permission by, any stock exchange not so recognised shall not be deemed to-

IO be a compliance with this section. 

68. Manner of reckoning fifth, eighth and tenth days in sections 
66 and 67.-In reckoning for the purposes of S':!ctions 66 and 67; 
the fiftli day, the eighth day, or the tenth day after another day, any interven

. ing day which is a public holiday under the Negotiable Instruments Act~ 
15 1881 (XXVI of 1881), shall be disregarded, and if the fifth, eighth, or tenth 

day (as so reckoned) is itself such a public holiday, there sh'lll for the sflid 
purposes be substituted the first day thereafter which is not such a holiday. 

69. Return as to allotments.-(1) Whenever a company having a 
share capital makes any allotment of its shares, the ~ompany shall, within one 

20 month thereafter,'-

25 

30 

35 

40 

(a) file with the Registrar a return of the allotments, stating the number 
and nominal amount of the shares comprised in the allotment~ 
the names, addresses and descriptions of the allottees, and the 
amount, if any, paid or due and payable on each share ; 

(b) in the case of shares (not being bonus shares) allotted as fully or 
partly paid up otherwise than in cash, produce for the inspection 
and examination of the Registrar a contract in writing constitu
ting the title of the allottee to the allotment together with any 
contract of sale, or for services or other consideration in respect 
of which that allotment was made, such contracts being duly 
stamped, and file with the Registrar copies verified in the 
prescribed manner of all such contracts and a return stating the 
number and nominal amount of shares so allotted, the extent 
to which they are to be treated as paid up, and the consideration 
for which they have been allotted: 

(c) in the case of bonus shares, that is to say, shares allotted as fully 
or partly paid up, whether out of accumulated profits or 
otherwise, file with the Registrar a rer-um stating the number 
and nominal amount of shares so allotted and the extent to
which they are to be treated as paid up. 

(2) Where a contract sue~. as is mentioned in claus_e (_b) of sub-sec
tion (1), is not reduced to wntmg, the company shall, wnhm one month. 
after the allotment, file with the Registrar the prescribed particulars of the 
contract stamped with the same stamp duty as would have been payable if the 

45 contract had been reduced to writing, and those particulars shall be deemed 
to be an instrument within the meaning of the Indian Stamp Act, 1899 (II of 
1899), and the Registrar may, as a condition of filing the particulars, require 
that the duty payable thereon be adjudicated under section 3 I of that Act. 

(3) If the Registrar is satisfied that i_n the. drcumst<J?ces of any parti-
50 cular ca.>e the period of one month specified m sub-sections (1) and (2) for 
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compliance with the requirements of this section is inadequate, he may ex
tend that period as he thinks fit, and, if he does so, the provisions of sub-sections 
(1) and (2) shall have effect in that particular case as if for the said period of 
one month the extended period allowed by the Registrar were substituted. 

(4) If default is made in complying with this section, every officer of 5 
the company who is in default shall be punishable with fine which may 
extend to five hundred rupees for every day during which the default 
continues : 

Provided that, in case of default in filing with the Registrar any document 
required to be filed by this section, within the time specified therein, the Io 
company or any officer liable for the default, may apply to the Court for 
relief, and the Court, if satisfied that the omission to file the document was 
accidental or due to inadvertence or that on other grounds it is just and 
equitable to grant relief, may make an order extending the time for the filing 
of the document for such period as the Court may tbin:k proper. IS 

(5) Nothing in this section shaH apply to the issue and allotment by a 
company of shares which under the pro\'isions of its articles were forfeited for 
non-payment of calls. 

Commissions and Discounts 

70. Power to pay certain commissions and prohibition of pay- 20 
ment of all other commissions, discounts, etc.-( I) A company may pay 
a commission to any person in consideration of-

(a) his subscribing or agreci~g to subscribe, whetper absolutel)l or 
conditionally, for any shares in the company, or 

(b) his procuring or agreeing to procure subscriptions, whether absolute 2,S 
or conditional, for any shares in the company, 

if t!-.c following conditions are fulfilled, namely :-

(i) the payment of the commission is authorised by the articles ; 

(ii) the commission paid or agreed to be paid does not exceed ten 
per cent of the price at which the shares are issued or the 30 
amount or rate authorised by the articles, ~;hichever is less ; 

(iii) the amount or rate per cent of the commission paid or agreed to 
be paid is-

in the case of shares offered to the public for subscription, dis-
closed in the prospectus ; or 35 

in . the case of shares not offered to the public for subscription, 
d1sclosed in the statement in lieu of prospectus, or in a 
statement in the prescribed form signed in like manner as a· 
statement in lieu of prospectus and fikd before the payment 
of the commission with the Registrar and, where a circular 40 
or notice, not being a prospectus inviting subscription for the 
shares, is issued, 1lso disclosed in that circular or notice; and 

(iv) The number of shJres which persons have agreed for a com
mission to subscribe srsolutely or conditionally is disclosed 
in the manner aforesaid. 45 
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(2) Save as aforesaid and save as provid.!d in section 73 no company 
sh~ll a!lot any of its sh1res or apply any of its capital moneys, either directly 
or mdtrectly, in p:1ym~nt of any commission, di<>count or allowance, to any 
person in consideration of-

(a) his subscribing or agreeing to subscribe, whether absolutely or 
conditionally, for any shares in the company, or 

(b) his procuring or agreeing to procure subscriptions, whether 
absolute or conditional, for any shares in the company, 
whe-ther the shares or money be so allotted or applied by being 
added to the purchase money of any property acquired by the 
company or to the contract price of any work to be executed for 
the company, or the money be paid out of the nominal purchase 
money or contract price, or otherwise. 

(3) Nothing in this section shall affect the power of any company to pay 
15 such brokerage as it has heretofore been lawful for a company to pay 

(4) A vendor to, promoter of, or other person who receives payment m 
shares or money from, a company shall have and shall be deemed always to 
have had power to apply any part of the shares or money so received in payment 
of any commission, the payment of which, if made directly by the company 

20 would have been legal under this section. 

(5) If default is made in complying with the provisions of this section 
the company, and every officer of the company who is in default, shall 
be punishable with fine which may e_x~end to five hundred rupees. 

- 71. Restrictions on purchase by ·company, or loans by company 
25 for purchase, of its own or its holding company's shares.-(1) No 

company shall have power to buy its own shares or the shares of its holding 
company, unless the consequent reduction of capital is effected and sanc
~ioned in the manner provided by sections 93 to 97· 

(2) No public company, and no private company which is a subsidiary 
30 of a public company, shall give, ·whether directly or indirectly, and whether 

by means of a loan, guarantee, the provision of security or otherwise, any 
financial assistance for the purpose of or in connection with a purchase or 
subscription made or to be made by any person of or for any shares in the 
company or in its holding company : 

40 

45 

Provided that nothing in this section shall be taken to prohibit -

(a) the lending of money by a banking company in the ordinary course 
of its business ; or 

(b) the provision by a company, in accordance with any scheme for the 
time being in force, of money for the purchase of, or subscrip
tion for, fully-paid shares in the company or its holding com
paey, being a purchase or subscription by trustees of or for 
shares to be held by or for the benefit of employees of the 
company, including any director holding a salaried office 
or employment in the company ; or 

(c) the making by a company of loans, within the ~imits laid down. in 
sub-section (3), to persons, other than directors , managmg 
agents or managers, bonafide in the employment of the comp~y, 
with a view to enabling those persons to purchase or subscrtbe 



for fully-paid shares in the company or its holding company to 
be held by themselves by way of beneficial ownership. 

(3) No loan made to any person in pursuance of clause (c) of the fore
going proviso shall exceed in amount his salary or wages at that time for 
a period of three months. S 

(4) If a company acrs in contravention of sub-sections (1) to (3), the 
company, and every officer of the company who is in default, shall be punish
able with fine which may extend to one thousand rupees. 

(5) Nothing in this section shall affect the right of a company to redeem • 
any shares issued under section 74 or under any corresponding provision 10 
in any previous companies law. 

Issue of shares at premium atzd .discoum 

71. Application of premiums received on issue of shares.-
( 1) Where a company issues shares at a premium, whether for cash or other
wise, a sum equal to the aggreg.uc amount or value of the premiums on those 15 
shares shall be transferred to an account, to be called "the share premium 
account"; and the provisiom of this Ac~ relating to the reduction of the share 
capital of a company shall, except as provided in this section, apply as if the 
share premium account were paid up share capital of the company. 

(2) The share premium account may, notwithstanding anything in 20 
sub-section (I), be applied by th•.!_company-. ~ . 

(a) in paying Up unissued···shares of· the company tO be issued to 
members of the company as fully paid bonus shares; 

(b) in writing off the preliminary expenses of the company; 

(c) in writing off the expenses of, or the commission paid or 25 
discount allowed on, any issue of shares or debentures of ~he 
company ; or 

(d) in providing for the premium payable on the redemption of any re-o 
dcemable rrefercnce shares or of any debentures ofthe company . . 

(3) Where a company has, before the commencement of this Act, issued 30 
any shares at a premium, lhis section shall apply as if the shares had been 
issued after the commencement of this Act : 

Provided th~t any part of the premiums which h1s been so applied that 
it docs not at the commencement of this Act form an identifiable part of the 
company's reserves within the meaning of Schedule VI, shall be disregarded 36 
in determining the sum to be included in the share premium account. . 

7]. Power to issue shares at a discount.-(1) A company may 
i~'ue at a discount shares in the company of a class already issued, if the follow
ing conditions are fulfilled, namely :-

(i) the issue of the shares at a discount is authorised by a resolution 40 
passed by the company in general meeting, and sanctioned by 
the Court ; 

(ii) the res~~lurion specifies the maximum rate of discount (not 
cxcc~,ling ten per cent in any case) at which the shares are 
to be issued ; 45 
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(iii) not less than one year has at the date of the issue elapsed 
since the date on which the company was entitled to commence 
business ; and ~ 

(iv) the shares to be issued at a discount are issued within two 
months after the date on which the issue is sanctioned by 
the Court or within such extended time as the Court may 
allow. 

(2) Where a company has passed a resolution authorising the issue of 
·shares at a discount, it may apply to the Court for an order sanctioning the issue; 

10 and on any such application, the Court, if, having regard to all the circumstan
ces of the case, it thinks proper so to do, may make an order sanctioning the 
issue on such terms and conditions as it thinks fit. 

(3) Every prospectus relating to the issue of the shares shall contain 
particulars of the discount allowed on the issue of the. shares or of so much of 

IS that discount as has not been written off at the date of the issue of the pros
pectus. 

20 

25 

3S 
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If default is made in complying with this sub-section, the company, and 
every officer of the company who is in default, shall be punishable with fine 
which may extend to fifty rupees. 

74• Power to issue redeemable preference shares.-{ I) Subject to the 
provisions of this section, a company limited by shares may, if so authorised 
by its articles, issue preference shares which are, or at tbe option of the comp
any are to be liable, to be redeemed : 

Previded that-

(a) no such shares shall be redeemed except out of profits of the com-
pany which would otherwise be anilable for dividend or out of the 
proeecds of a fresh is11ue of shares made for the purposes of the 
redemption or out of the sale proceeds of any property of the 
company; 

(b) no 11uch shares shall be redeemed unless they are fully paid; 

(c) the premium, if any, payable on redemption shall have 
been provided for out of the profits of the company or out of the 
company's share premium account, before the shar!s are re
deemed; 

(d) where any such shares are redeemed otherwise than out of the pro
ceeds of a fresh issue, there shall, out of profits which would other
wise have been available for dividend, be transferred to a 
reserve fund, to be called" the capital redemption reserve fund". 
a aum equal to the nominal amount of the shares redeemed; and 
the provisions of this Act relating to the reduction of the share 
capital of a company shall, except as provided in this section, apply 
as if the capital redemption re11erve fund were paid-up 11hare capital 
of the company. 

(2) Subject to the provisions of this 5ection, the redemption of preference 
4S s:Hres thereunder may be effected 'On such terms and in sucA manner as may 

be provided by the articles of the company. 

(3) The redemption of preference shares under this 11ection by a company 
aaall aot bca taken u reducini the amount of its authorised ahare capital. 
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(4) 'Where in pursuance of this section, a company has redeemed or is 
about to redeem any prefer~ce shares, it shall have power to issue shares up to 
the nominal amount of the s4ares redeemed or to be redeemed as if those 
shares had never been issued ; and accordingly the share capital of the com
pany shall not, for the purpose of calculating the fees payable under section 5 
5 6o be deemed to be increased by the issue of shares in pursuance of this 
sub-section : 

Provided that, 11·here new shares are issued before the redemption of the 
<>ld shares, the new shares shall not, so far as relates to stamp duty, be deemed 
to have been issued in pursuance of this sub-section unless the old shares are 10 redeemed within one month after the issue of the new shares. 

(S) The capital redemption reserve fund may, notwithstanding anything 
in this section, be applied by the company, in payipg up unissued shares of 
the company to be issued to members of the company as fully paid bonus 
shares. IS 

(6) If a company fails to comply with the provisions of this section, 
the company, and every officer of the company who is in default, shall be 
puniahable with fine which may extend to one thousand rupees. 

Further issues of Capital 

75· Further iuue of capital.~ I) Where the subscribed capital of a 20 
company is increJsed by the issue. of further shares, then, subject to any 
~irections to the contrary which may be given by the company in general 
meetini. and subject only to those directions- · 

(a) such shares shall be offered to the persons who, at the date of the 
offer, are holders of the equity shares of the company, in propor- 25 
tion, as nearly as circumstances admit, to the capital paid up on 
those shares at that date ; 

<•> the offer aforesaid shall be made by notice specifying the number 
of shares offered and limiting a time being not less than ten days 
from the date of the offer within which the offer, if not accepted, 30 
will be deemed to have been declined ; · 

(1) unless the articles of the company otherwise provide, the offer 
aforesaid shall be deemed to include a right exercisable by the 
person concerned to renounce the shares offered to him or 
any of them in favour of any other person ; and the notice referred 35 
to in clause (b) shall contain a statement ofthis right ; 

( i) after the. expiration of the time specified in the notice aforesaid, or 
on _rea;1pt _of earlier intimation from the person to whom such 
n?tlce Is giVen that he declines to accept the shares offered, the 
directors may dispose of them in such manner as they think most 4o 
beneficial to the company ; 

(t) ~here by reason of the ratio which the number of the new shares 
1ssued bears to the number of the equity shares of the company, 
so~e of the holders of the equity shares of the company are not 
entitled t<? the offer of even one of the new shares and in consequ
ence ?fthis any shar:es cannot be offered in pursuance of clause (4), 45 
th: directors may <hspooe of 1uch sharea in such manuer as tllc:y 
think most beneficial to the company. 
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Explanation.-In this sub-section, "equity share capital" and "equity 
· shares" have the same meanings as i? section 79· 

(2) Nothing in dause (c) of sub-section (1) shall be deemed-

(a) to extend the time within which the offer should be accepted, or 

(b) to authorise any person to exercise the right of renunciation for a 
second time, on the ground that the person in whose favour th~ 
renunciation was first made has declined to take thi! sh3l"'O!S com
prised in the renunciation. 

(3) This section shall not apply to a private company. 

10 PART IV 

SHARE CAPITAL AND DEBENTURES 

Nature and Numbering of Shares 

76. Nature of shares.-The shares or other interest of any member in 
a company ~hall be movable property, transferable in the manner provided 

15 by the articles of the company. 

77· Numbering of shares.-Each share in a company having a share 
capital shall be distinguished by its appropriate number: 

Provided that, if at any time all the issued s3ares in a company, o; all the 
issued &hares therein of a particular class, are fully paid up and rank pari 

20 pa.<Jsu for all purposes, none of those shares need thereafter have a distingui
shing number so long as it remains fully paid up and ranks pari passu for 
all purposes with all shares of the same class for the time being issued and 
fully paid up. 

Certificate of shares 

. 78. Certificate of shares.-A certificate, under the common seal of the 
25 company, specifying any shares held by any member, shall be prima facie 

evidence of the title of the member to such shares. 

Kinds of share capital 

79· Two kinds of share capital.-( I) The share capital of a com
pany formed after the commencement of this Act or issued after such com-

30 mencement shall be of two kinds only, namely:-

(a) equity share capital ; and 

(b) preference share capital. 

(2) "preference share capital" means that part of the issued share 
capital of a company which fulfils, or is declared by the Central Government 

35 substantially to fulfil, the following two requirements, namely :-

40 

(a) that as respects dividends, it carries or will carry no right to 
participate beyond a fixed amount ; and 

(b) that as respects e2.pital, it carries or will carry no right to participate 
beyond the amount paid up together. with any fixed premium 
or premium on any fixed scale, as specified in the memo
randum or articles of the company. 
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(3) •· equity share capital " means all share capital which is not prefer-
ence share capital. · 

(4) The expressions "preference share" and "equity share,. shall be 
constrUed accordingly. 

8o. Voting rights.-( I) Every holder o(any equity share capital shall 5 
have a right to vote on every resolution placed before the. company, and his 
,·oting right shall, subject to the provisions of this Act, be in proportion to his. 
share of the paid up equity capital of the company. 

(2) (a) The holder of any preference sh~ capital shall not, save as provi-
ded in clause (b), have a right to vote on any resolution placed before the 10 
company, which does not directly affect the right's attached to his preference 
shares. 

Explanation.-Any resolution for winding up the company or for the 
reduction of its share capital shall be deemed directly to affect the rights 
attached to preference shares within the meaning of this clause. 15 

(b) The holder of any preference share capital shall be entitled to vote on 
every resolution placed before a company at any meeting held during any period 
in which the dividend due on the preference shares or any part of such dividend 
remains unpaid, in the case of cumulative preference shares for a period of not 
less than one year, and in the case of non-cumulative preference shares for a 20 
period of not less than two· consecutive years, from the date on which the 
dividend fell due. 

Explanation.-" Cumulative preference share " m~ns a share in res-
pect of which any dividend or part of any dividend which remains unpaid 
during one year remains due and is payable in the next or in any succeeding 2') 
year ; and " non-cumulative preference share " means any other preference 
share. 

(c) Where any preference shareholder has a right to vote on any resolu-
tion in accordance with the provisions of this sub-section, his voting right 
shall, subject to the provisions of this Act, be in the same proportion as the 30 
capital paid up in respect of his preference shares. bears to the paid up 
equity capital of the company. 

81. Issue of shares with disproportionate rights to be prohibit
ed.-No company formed after the commencement of this Act or issuing 
any share ~r·it3l after such commencement shall, without obtaining the pre- 35 
vious cor.scnt of the Central Government in this behalf, issue any shares 
(other than preference shares) which carry voting rights or rights in the 
company as to dividend, capital or otherwise which are disproportionate to 
the rights attaching to the holders of other shares, not being preference shares. 

82. Termination of disproportionately excessive voting rights 40 
in existing companies.-(r) If any existing company has issued before 
the commencement of this Act any shares, by whatever name called, with 
voting rights in excess of the voting rights attaching to equity shares under 
sub-section (1) of section 8o, the company shall, within a period ofthree years 
fwm the commencement of this Act, bring the voting rights in respect of the 45 
shar_es first mentioned into conformity with the voting rights attached to r 

cqUJty shares under sub-section (1) of section 8o afuresaid. 
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(2) Before the voting rights are brought into such conformity, the holden 
-of the shares in question shall not exercise in respect thereof voting righu 
in excess of what would have been exercisable by them if the capital paid up 
on their shares had been equity share capital, in -respect of the following 

:5 resolutions placed before the company, namely :-

:10 

.20 

-40 

-4S 

(a) any resolution relating to the appointment or re-appointment of 
a managing agent or to any variation in a managing agency 
agreement; 

(b) any resolution relating to the appointment of buying or selling 
agents; 

(c) -any resolution relating to the grant of a loan, or the giving of a 
guarantee or any other financial assistance, to any other com
pany having the same managing agent or a )llanaging agent 
who is an associate of that managing agent. 

(3) The Central Government may exempt any company from the re
quirements of sub-sections (1) and (2), wholly or in part, if, in its opinion, 
there are sufficient grounds for granting the exemption. 

83. Savings.-Nothing in sections 79 to 82 shall,-
(a) in the case of any shares issued before the commencement of 

this Act, affect any voting rights attached to the shares save 
as otherwise provided in section 82, or any right attached to the 
shares as to dividend, capital or otherwise, or 

(b) apply to a private company unless it is a subsidiary of a public 
company. 

Miscellaneous provuions as to share capital 
84. Calls on shares of same c:lass to be made on uniform basis.

Where after the commencement of this Act, any calls for further share capital 
are made on shares, such calls shail be made on a uniform basis on all shares 
falling under the same class. 

85. Power of company to accept unpaid share capital, although 
not called up.-A company may, if so authorised by its articles,-

(a) accept from any member the whole or a part of the· amomt 
· remaining unpaid on any shares held by him although no part 

of that amount has been called up ; or 

(b) pay dividends in proportion to the amount paid up on each share 
.. where a larger amount is paid up on some shares than on others. 

86. Power of limited company to alter its share capital.--{r) A 
company having a share capital, may, if so authorised by its articles, alter the 
conditions of its memorandum as follows, that is to say, it may-

( a) increase its share capital by such amount as . it thinks expedient 
either by issuing new shares or by adding to the amount 
paid up on its existing shares from the accumulated profits, 
reserves or carital moneys of the company ; 

(b) consolidate and divide all or any of its share capital into shares of 
larger amount than its existing shares ; 

(c) convert all or any of its fully paid up shares into stock, and re
convert that stoc.k into fully paid up shares of any denomination ; 
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(d) sub-divide its shares, or any ofthem, into shares of smaller amount 
than is fixed by the memorandum, so however, that in the sub
division the proportion between the amount paid and the . 
amount, if any, unpaid on each reduced share shall be the same 
as it was in the case of the share from which the reduced share S 
is derived ; 

(e) cancel shares which, at the date of the passing of the resolution. 
in that behalf, have not been taken or agreed to be taken by any 
person, and diminish the amount of its share capital by the'" 
amount of the shares so cancelled. · IO 

(2) The powers conferred by this section shall be exercised by the com
pany in general meeting and shall not require to be confirmed by the Court. 

(3) A cancellation of shares in pursuance of ~his section shall not be 
deemed to be a reduction of share capital within the meaning of this Act. 

87. Notice to Registrar of consolidation of share capital, con- IS 
version of shares into stock, etc.--(1) If a company having a share capital 
has- · 

(a) consolidated and divided its share capital into shares of larger 
amount than its existing shares ; or 

(b) converted any shares into stock ; or 
(c) re-converted any stock U,.to shares ; or 
(d) sub-dtvided its shares or any of them; or 
(1) redeemed any redeemable preference shares ; or 
(f) cancelled any shares, otherwise than in connection with a reduction 

of share capital under sections 93 to 97 ; 

the company shall within one month afier doing so, give notice thereof 
to the Registrar specifying, as the case may be, the shares consolidated, 
divided, converted, sub-divided, redeemed or cancelled, or the stock re
converted. 

20 

.25 

(2) The Re:istrar shall thereupon record the notice, and make"any altera- 30 
tions which may be neces!ary in the company's memorandum or articles 
or both. 

(3) If default is made in complying with sub~section (I), the company~ 
and every officer of the company who is in default, shall be punishable with 
fine which may extend to fifty rupees for every day during which the default 35 
continues. 

88. E1fect of conversion of shares into stock.-Where a company 
having a share capital has converted any of its shares into stock, and given 
notice of the conversion to the Registrar, all the provisions of this Act which are 
applicable to shares only, shall cease to apply as to so much of the share capital 40 
as is converted into stock. 

89. Power of company not having a share capital to increase 
its membership.-A company not having a share capital may, if so 
authorised by its articles, by ordinary resolution, increase the number of its 
members to such extent as it thinks expedient. · 4-' 
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90. Notice of increase of share capital or of members.-11) Where 
a company having a share capital, whether its shares have or hav~ not been 
converted into stock, has increased its share capital beyond the registered 
capital, and where a company not having a share capital has increased the 

5 number of its members beyond the registered number, it shall file with the 
Registrar, notice of the increase of capital or of members within fifteen days 
after the passing of the resolution authorising the increase ; and the Registrar 
shall ! record the increase and al~o make any alterations which may be 
necessary in the company's memorandum or articles or both . ... 

IO (2) The notice to be given as aforesaid shall include p?rticulars of the 
classes of shares affected and the conditions, if any, subject to which the new 
shares have been or are to be issued. 

(3) If default is made in complying with this section, the company 
and every officer'ofthe company who is in default, shall be punishable with 

15 fine which may extend to fifty rupees for every day during which the default 
continues. 

91. Power of unlimited company to provide for reserve share 
capital on re-registration.-;An unlimited company having a share 
capital may, by its resolution for registration as a limited company in 

20 pursuance of this Act,-

( a) increase the nominal amount of its share capital by increasing the 
nominal amount of each of its shares, but subject to the condition 
that no part of the increased capital shall be capable of being 
calJed up except in the event and for the purposes of the company 

25 bemg wound up ; 

(b) provide that a specified portion of its uncalled share capital shall 
not be capable of being called up except in the event and for the 
purposes of the company being wound up. 

9Z. Reserve liability of limited company.-A limited company may, 
30 by special resolution, determine that any portion of its share capital which has. 

not been aheady cailed up shall not be capable of being called up, except in 
the event and for the purposes of the company being wound up, and thereupon 
that portion of its share capital shall not be capable of being called up except 
in that event and for those purposes. 

35 Reduction of Share Capital 

93· Special resolution for reduction _of_ share capital.-(1) Sub
ject to confirmation by the Court, a company hrruted by shares or a company 
limited by guarantee and _having a sh:'lre capital, J?aY. if so authoris~d by i~s 
articles, by special resolutiOn, reduce tts sh~re capttalm any_ way; and m paru-

40 cular and without prejudice to the generality of the foregomg power, may -

(a) extinguish or reduce the liability on any of its shares in respect of 
share capital not paid up ; or 

(b) either with or without extin~shing or redu~ing li~bili!Y on any 
of its shares, cancel any patd-up share capttal whtch 1s lost, or 

45 is unrepresented by available assets ; or 
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(c) either with or without extinguishing or reducing liability on any 
of its shares, pay off any paid-up share capital which is in excess 
of the wants of the company ; 

and may, if and so far as is necessary, alter its memorandum by reducing 
the amount of its share capital and of its shares aceordingly. S 

(2) A special resolution under this secticn is in this Act referred to :!'i 

resolution for reducing share capital ". 

94· Application to Court for confirming order, objections ·by 
creditors, and settlement of list of objecting c:reditors.--{1) Where 
a company has passed a resolution for reducing share capital, it may apply, IO 
by petition, to the Court for an order confirming the reduction. 

(2) Where the proposed reduction of share.capital inYolves tither dim 
nution of liability in respect of unpaid share rapital or the payment to any 
shareholder of any paid-up share capital, and in· any other case if the Court 
so directs, the following provisions shall have effect, subject to the provisions 15 
of sub-section (3) :-

(a) every creditor of the company who at the date fixed by the Court 
is entitled to any debt or claim which, if that date were the 
commencement of the winding up of the company, would 
be admissible in proof against the company, shall be entitled 20 
to object to the reduction ; 

(b) the Court shall settle a list of creditors so entitled to object, and 
for that purpose shall ascertain, as far as possible without re
quiring an appliqMion from any creditor, the names of those 
creditors and the nature and amount of their debts or claims, 25 
and may publish notices fixing a day or days within which 
creditors not entered on the list are to claim to be so entered 
or are to be excluded from the right of objecting to the re
duction ; 

{c) 'where a creditor entered on the list whose debt or claim is not 30 
discharged or has not determined does not consent to the re
duction, the Court may, if it thinks fit, dispense with the 
consent cf that creditor, on the company securing payment of 
his debt or claim by appropriating, as the Court may direct, 
the following amount :- 35 

(i) if the company admits the full amount of the debt or claim, or, 
though not admitting it, is willing to provide for it, then, 
the full amount of the debt or claim ; 

(ii) if the company does not admit, and is not willing to provide 
for, the full amount of the debt or claim, or if the amount is 40 
contingent or not ascertained, then, an amount fixed by the 
Court after the like inquiry md adjudication as if the com
pany were being wound up by the Court. 

. (3) Where a proposed reduction of share capital involves either the di
mmuuon of any liability in respect of unpaid share capital or the payment 45 
to any shareholder of any paid-up share capital, the Court may, if, having 
regard to any special circumstances of the case, it thinks proper so to do, 
d~rect that the provisions of sub-section (2) shall not apply as regards anv class 
-or any classes of creditors. -
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. 95· Order confirming reduction and powers of Court on mak
JDg such order.-( I) The Court, if satisfied with respect to every creditor 
of the. comp~y who under section 94 is entitled to object to the reduction, 
that either h1s consent to the reduction has been obtained or his debt or claim 

5 has been discharged or has determined, or has been secured, may make an 
order confirming the reduction on such terms and conditions as it thinks 
fit. 

10 

15 

(2) Where the Court makes any such order, it may-
(a) if for any special reason it thinks proper so to do, make an order 

directing that the company shall, during such period, commen
cing on or at any time after the date of the order, as is specified 
in the order, add to its name as the last words thereof the words. 
" and reduced " ; and 

(b) make an order- requiring the company to publish as the Court 
directs the reasons for reduction or such other information in 
regard thereto as the Court may think expedient with a view 
to giving proper information to the public, and, if the Coun 
thinks fit, the causes which led to the reduction. 

(3) Where a company is ordered to add to its name the words "and 
20 reduced", those words shall, until the expiration of the period specified in 

the order, be deemed to be part of the name of the company. 

25 

30 

96. Registration of order and minute of reduction.-(r) The 
Registrar-

(a) on production to him of an order of the Court confirming the reduc
tion of the share capital of a company ; ~d 

(b) on the delivery to him of a certified copy of the order and of a minute 
approved by the Court showing, with respect to the share capital of 
the company as altered by the order, (i) the amount of the share 
capital, (ii) the number of shares into which it is to be divided, 
(iii) the amount of each share, and (iv) the amount, if any, at the 
date of the registration deemed to be paid up on each share ; 

shall register the order and minute. 

(2) On the-registration of the order and minute, and not before, the· 
resolution for reducing share capital as confirmed by the order shall take 

35 effect. 

(3) Notice of the registration shall be published in such manner as the 
Court may direct. 

(4) The Registrar shall certify under his hand the registration of the order 
and minute, and his certificate shall be conclusive evidence that all the re-

40 quirements of this Act with respect t? reduction of shar~ capital ha~e be~n 
·complied with, and that the share cap1tal of the company 1s such as 1s stated 
in the minute. 

(5) The minute when registered shall be deemed to be substituted for 
the corresponding part of the memor~~um of the _complmy,. and shall be 

45 valid and alterable as if it had been ongmally contamed therem. 

( 6) The substitution of any such minute as aforesaid for part of th · 
memorandum ofthe compzny shall be deemed to be an alteration of the memo
randum within the meaning of section 35· 
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97· Liability of members in respect of reduced shares.--(1) In 
the case of a reduction of share capital, a member of the company, past or 
present, shall not be lhble, in respect of any share, to any call or contribution 
exceeding in amount the difference, if any, between-

(a) the amol.mt of the s)lare as fixed by the minute of reduction, and 5 
(b) the amount paid on the share, or the reduced amount, if any, 

which is to be deemed to have been paid thereon, as the case 
may be~ · 

ProviJcd tl--.at, if any creditor entitled in respect of any debt or claim to . 
object to the reduction of share capital is, by reason of his ignorance IO< 
of the proceedings for reduction or of their nature and effect with respect 
to his claim, not entered on the list of creditors, and after the reduction, 
the company is unable, within the meaning of section 397, to pay the 
amount of his debt or claim, then- · 

(a) every person who was a member of the·company at the date of 15 
the registration of the order for reduction and minute, shall 
be liable to contribute for the payment of that debt or claim an 
amount not exceeding the amount which he would have been 
liable to contribute if the company had commenced to be 
wound up on the day immediately before the said date; and 20' 

(b) if the company is wound up, the Court, on the application of any 
such creditor and proof of 1\is ignorance as aforesaid, may, if 
it thmks fit, settle accordingly a list of persons so liable to 
contribute, and make and enforce calls and orders on the con
tributories settled OJ) the list, as if they were ordinary contri
butories in a wmding up. 

(2) Nothing in th1s section shall affect the rights of the contributories 
among themselves. 

98. Penalty for concealing name of creditor, etc.-If any officer 
of the company-

(a) knowingly conceals the name of any creditor entitled to ooject to 
the reduction ; or 

(b) knowingly misrepresents the nature or amount of the debtor 
claim of any creditor ; or 

(c) abets or is privy to any such c...>ncealment or misrepresentation 
as af0rc:;aid ; 

he shall be punishable with impris0nment for a term which may extend 
to one year, or with fine, or with both. 

Variation of Shareholderl Rights 

99· Alteration of rights of holders of special classes of shares.
(I) In the case of a company the share capital of which is divided into different 
classes of shares, provision may be made by the memorandum or articles for 
authorising the variation of the rights attached to any class of shares in the com
pany, subject to-

(a) the consent of the hol&.:rs of any specified p.-oportion, not being 
less than three-fourths, of the issued shares ofthat class, or 45 
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(b) the sanction of a resolution passl!d at a separat'! meetin~ of the 
holders of tho.>e shar.:s, and support~d by che votei of th ~ 
holders of any specified proportion, not being les: than three
fourths, of those shares.· 

5 . (2~ Any provision in the memorandum or articles of a company in force 
unmediately before the commencement of this Act which specifies for the 
purpose aforesaid any proportion which is less than three-fourths of the share• 
holders of the class conc~m~d shall, after such commencem'!nt, hwe eff.~ct as 
if a proportion of three-fourths had been specified therein instead. 

10 100. Rights of dissentient share holders.--(1) If, in pursuance of 
any provision such as is referr ... c1 to in section 99, the rights attached to any 
such class of shares are at any time varied, the holders of not less in the 
aggregate than ten per cent of the issued shares of that class, being 
persons _who did not €oment to or vote in favour of the resolution for 

15 the variation, may apply to the Court to have the variation cancelled, and 
where any such application is made, the variation shall not have cff'!ct 
unless and until it is confi.m.:d by the Court. 

(2) An application under this section shall be made within fourteen days 
after the date on which the consent was given or the resolution was pac;sed, as 

20 the case may be, and may be made on behalf of the shareholders entitled to 
make the application by such one or more of their number as they may appoint 
in writing for the purpose. 

(3) On any such application, the C')urt, after hearing the applic1nt and· 
any other persons who apply to the Court to be heard and appear to the Court 

~5 to be interested in the application, may, if it is satisfied, having regard to all the 
circumstances of the case, that the variation would unfairly.: prejudice the 
shareholders of the class represented by the applicant, disallow the variation ; 
and shall, if not so satisfied, confirm the variation. 

30 

35 

(4) The decision of the Court on any such application shall be final. 

(5) The company shall, within fifteen days after the service on the com-
pany of any order made on any such application, forward. a copy of the order 
to the Registrar; and if default is made in complying with this provision 
the company, and every officer of the cc-mpany who is in default, shall be 
punishable with fine which may extend to fifcy rupees. 

(6) The expression "variation" in this section includes "abrogation" 
and the expression "varied" shall be construed accordingly. 

Transfer of shares and debentures 

101. Interpretation of "shares" in ~ections 102 to 106.--(1). In 
sections 102 to 106, references to shares shall , m the case of a company havmg 

40 no share capttlll, be construed as references to the interest of a memb<!r in 
the company. 

(2) Nothing in sections 102 to 105 shall apply to any co~pany formed 
for promoting the objects referred to in clause (a) of sub-sectlO? (1) of s~c
tion 21 which applies its profits, if any, or o~h~r inco~e, m promotmg 

45 those objects and prohibits the payment of any dtvtdend to tts members. 

102. Transfer not to be registered except on production of_instrument 
of transfer.-A company shall not register a transfer of shares m, or deben
tures of, the company, wless a proper instrument of transfer duly stamped 
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.ru1J executed by the transferor and the transferee and specifying the nrune, 
address and occupation, if any, of the transferee, has been delivered to the 
company along with the scrip, or if no scrip is in existence, along with the letter 
of allotment of the shares or debentures, as the case may be: 

Pro,·ided that where, on an application in writing made to the company S 
by the transferee and bearing the stamp required for an instrument of transfer, 
it is pro,·ed to the satisfaction of the directors of the company that the instru- · 
ment of transfer signed by the transferor and the transferee has been lost, the 
company may register the transfer on such terms as to indemnity as the 
directors may think fit : IO 

Provided further that nothing in this section s~13ll prejudlce any power of 
the company to register as shareholder or debenture holder any person on 
whom the right to any shares in, or debentures of. the company has. devolved by 
operation of law. 

103. Transfer by legal representative.-.'\ transfer of the share 15 
<>fa deceased member of a company m1de by his legal representative shall, 
although the legal representative is not himself a member, be as valid as if he 

-had been a member at the- time of the execution of the instrument of trans-
fer. 

104. Application for tran;fer.-(I) An applicatioa for the resi~tra- 20 
tion of a transfer may be made either by the transferor or by the transferee. 

(2) Where the application is made by the transferor and relates to partly 
paid shares, the transfer shall not be regi~tered unless the company gives 
notice of the application to the transfer'!e and the transferee makes no objection 
to the transfer within two weeks frpm the receipt of the notice. 25 

(3) For the purpo5es of sub-section (2), notice to the transferee shill be 
d :e m ed to hlve been duly given if despatch ~d by pre-raid registered post to 
the transferee at the address given in the instrument of transfer, and shall be 
<ll"em~d to h1ve been duly deliv::red in the ordin:uy course of post. 

105. Power to refuse registration and appeal against refusals- 30 
( 1) No:hhg in sections· 102 and 104 >hall prejudice any power of the company
under its articles to refuse to register the transfer of any shares _in, or de Jon 
tures of, the company. · 

-
(2) If, in pursuance of any such power, a company refuses to register 

any such transfer, it sh'3ll, within two months from the date on which the ins- 35 
trument of transfer was delivered to the company, send no~ice of the refusal 
to the transferee and the transferor. 

If default is made in complying with this sub-section, the company, and 
every officer of the company who is in default, shall be punishable with fine 
which may extend to fifty rupees for every day. during which the default 40 
continues. 

(3) Against any refusal of a company not bJng a private company 
which i> a ;:;ubsidiary of a public c.lmpany, to register MY such transfer, the 
transferor or transferee m::1y, within two months of the receipt by him of the 
notice of refusal, appeal to the Central Government. · 45 

(4) All appeals under sub-section (3) shall be transferred to, and be heard 
and disposed of by, a single authority empowered in this behalf by the c~ntral 
Government. - -

48 M of Law. ~1. 
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Explanation.-There shall not be more than one such authority at 
any one time. 

(5) Such authority shall, after giving reasonable notice to the company, 
the transferor and the transferee and hearing their representations, if any, 

S by orcer, allow or reject the appeal and give such incidental and lOnsequential 
. directions as to the payment of costs and otherwise as it thinks fit. 

{6) If the appeal is allowed, the company shall give effect to the decision 
forthwith. , 

(7) All appeals under sub-section (3) shall be heard in camera and all pro-
10 ceedings therein or in relation thereto shall be confidential, and no suit, pro

secution or other legal proceeding shall lie in respect of any allegation made in 
such proceedings, whether orally or otherwise. 

106. ·certification of transfers.-(r) The certification by a com
pany of any instrument of transfer of shares in, or debentures of, the company 

15 shall be taken as a representation by the company to any person acting on I 
the faith of the certification that there have been produced to the company 

. such documents as on the face of them show a prima facie title to the shares
or debentures in the transferor named in the instrument of transfer, but not 
as a representation that the transferor has any title to the shares or debentures. 

:20 (2) Where any person acts on the faith of an erroneous. certification 

2S 

30 

3S 

40 

made by a company negligently, the company shall be under the same liability 
to him as if the certification had been made fraudulently.-

(3) For the purposes of this _section-

(a) an instrument of transfer shall be deemed to be certificated if it 
bears the words "certificate lodged" or words to the like effect; 

(b) the certification of an instrument of transfer shall be deemed to 
be made by a company, if-

(t) the person issuing the certificated instrument is a person 
authorised to issue such instruments of transfer on the company's 
beh?lf; and 

(ii) the certification is signed by any officet or servant of the 
company or any other person, authorised to certificate transfers on 
the company's behalf, or if a body corporate has been so authorised. 
by ar.y officer or servant of that body corpor~te, 

i 
(c'\ a certification shall be deemed to be signed by any person, if it 
purports to be authenticated by his signature · or initials (whether 
hand written or not), unless it is shown that the signanrre or initials 
was or were placed there neither by himself nor by any person auth
orised to use the signanrre or initials for the purpose of certificating 
transfers on the company's behalf. 

107. Evidence of grant of probate or lett.ers of ad~nistra~on.
The production to a company of any document wh1ch, by Indian law, 1s suffi
cient evidence of the gnmt to some person-. 

(a) of the probate of the will of a deceased person, or 

45 (b) ofletters of administration in respect of the estate of a deceased person~ 
shall .. be accepted by the company as sufficient evidence of the grant. 
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Shar~ warrants 

108. Issue and effect of share warrants to bearer.-{ I) A company 
limited by shares, if so authorised by its articles, may, with the previous 
approval of the Central Government, with respect to any fully paid-up shares, 
issue under its common seal a warrant stating that the bearer of the warrant 5 
is entitled to the shares therein specified, and may provide, by coupons or 
otherwise, for the payment of the future di,·idends on the shares specified 
in the warrant. 

(1) The warrant aforesaid is in this Act referr.:d to as a "share warrant". 

(3) A share warrant shall entitle the bearer thereof to the shares therein 10 
specified, and the shares may be transferred by delivery of the warrant. 

109. Share warrants and entries in register of members.-(1) 
On the issue of a share warrant, the company shall strike out of 
its register of members the m.tne of the member then entered therein as hold-
ing the shares specified in the wr.rrant as if he had. ceased to be a member, I$ 
and shall enter in the register the following particulars, namely:-

(a) the fact of the issue of the warrant; 
(b) a statement of the shares included in the warrant, distinguishing Chch 

share by its number, if any; and 
(c) the date of the issue of the warrant. 20 

(2) The bearer of a snare warrant shall, subject to the articles of the com
r any, be entitled on surrendering the warrant for cancellation and paying such 
fee to the company as the directors may from time to time determine, to have 
his name entered as a member in the register of members . . • 

(3) The company shall be responsible for any loss incurred by any person 2$ 
by reason of the company entering in its register the name of a bearer of a 
share warrant in respect of the shares therein specified, without the warrant 
l:eing surrendered and cancelled. 

(4) Until the warrant is surrendered, the particulars specified in sub
section (1) shall be deemed to be the particulars required by this Act to be 30 
entered in the register of members; and, on the surrender, the date of the 
surrender shall be entered in the register. 

(5) Subject to the provisions of this Act, the bearer of a share warrant 
may, if the articles of the company so provide, be deemed to be a member of the 
company within the meaning of this Act, either for all purpo3es or for any 3' 
purposes defined in the articles. 

(6) If a default is made in complying with any of the requirements 
of this section, the company, and every officer of the company who is in 
default, shall be punishable with fine which may extend to fifty rupees for 
every day during which the default continues.". 40 

Pozalty for personation of slzarelzolder 

110. Penalty for personation of shareholder.-If any person 
deceitfully personates any owner of any share or interest in any company, 
or of ..uy ~hare warrant or coupon, issued in pursuance of this Act, an:i thereby 
obtains or endeavours to obtain any such share or interest or any such share 4S 
warrant or coupon, or receives or endeavours to receive any money due to any 
such owner, he shall be punishable with imprisonment for a term which may, 
extend to three years and shall also be liable to fine. 
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Spedal PrO'lJisions as to D~bentures 

111. Debentures with voting rights not to be issued hereafter.
No company shall, after the commr:ncem::nt of this Act, issue any debentures 
carrying voting rights at any meeting of the company, whether gen~rally or 

S in respect of particular classes of business. 

, IU. Right of debenture holders and members to have copies of 
trust deed.-{ 1) A copy of any trust deed f\.)r securing any issue of debentures 
shall be forwarded to the holder of any such debentures or any m ~mber of the 
company, at his request and within· seve,1 days of the making there)f, on 

10 payment-'-

15 

20 

(a) in the case of a printed trust deed, of the swn of one rupee ; and 
(~) in the case of a trust deed which has not been printed, of sbc annas 

for every one hundred words or frac ional part thereof required 
to be copied. 

(2) If a copy is refused or is not forwarded within the time specified in 
sub-section (1), the company, and every officer of the company who is in 
default, shall be punishable, for each offence, with fine which may extend to 
fifty rupees, and with a furthe~- fine which m1y extend to twenty rupees for 
every day during which the offence continues. 

(3) The Court may also, by order, direct that the copy required shall 
font. with be sent to the person requirmg it. 

IIJ. Liability of trustees for debenture holders.-(!) Subject to 
the provisions of this section, any provision contained in a tr;ust deed for 
securing an issue of debentures, or in any contract with the holders of de-

25 bentures secured bv a trust deed, shall b~ void in so far a~ it would have the 
effect of exempting a trustee thereof from, or indemnifying him against, 
liability for brea.:h of trust, where he fails to show the degree of care and 
diligence required of him as trustee, having regard to the provisiom of the 
trust deed conferring on him any powers, authorities or discretions. 

30 

• 
35 

45 

(2) Sub-section (1) shall not invalidate-

. (a) any releac;e otherwise validly given in respect of anything done or 
omitted to be done by a trustee before the giving of the release ; 
or 

(b) any provision enabling such a release to be given-
(i) on the agreement thereto of a mr.jo:ity of n':lt less than three

fourths in value of the debenture holders present and voting 
in person or, where proxies are permitted, by proxy, at a 

_ meeting summoned for the purpose ; and· 
(ii) either with respect to specific acts or omissions or on the trustee 

dying or cea<>ing to act. 

(3) Sub-section (I) shall not operate-

(a) to invalidate any provision in force at the commencement of this 
Act so long as a11y person then entitled to the benefit of that 
provision or afterwards given the benefit thereof undet sub
section (4) remains a trustee of the deed in question ; or 

(b) to deprive anv person of an) exemption or right to be indemnified 
in respect of anything done or omitted to be done by him while 
any such provision was in force. 
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(4) Whiie any trustee of a trust deed remains entitled to the benefit of a 
provision !'aved t-y sub-section (3), the benefit of that provision m1y be given 
either-

\ a) to all trustees of the deed, present and future ; or 

{b) to any named trustees or proposed trustees thereof; ~ 

by a Jesolution passed by a majority of not less than three-fourths in value of 
Lhe debenture holders present in person or, where proxies are permitted, 
by proxy, at a meeting called for the purpose in acco,dance with the provislvns 
of the deed or, if the deed makes no provision for calling meetings, a m!eting 
called for the purpose in any manner approved by the C'.ourt. 10 

114. Perpetual debentures.-A conditk n contained in any debenture 
or in any deed for securing any debentures, whether issued or executed before . 
or after the commencement of this Act, shall not be invalid by reason only that 
thereby, the debentures are made irredeemable or redeemable only on the 
happening of a contingency, however remotl!, or·9n the expiration of a p~riod, 1' 
however long. 

us. Power to re-issue redeemed debentures in certain cases.
( 1 ) Where either before or after the commencement of this Act, a company has. 
Jedeemed any debentures previously issued, then,-

. (a) unless any provision to the contrary, whether express or i:nplied,. 20 
is contained in the articles, or in the conditions of issue, l'r in 
any contract enter~d into by the company; or 

(b) unless the debentures have been redeemed in pursuance of any 
obligation on the .~ompany so to do, not being an obligation 
enforceable only by the person to whom the redeem~d dt'ben- 2 ' 
tures were issued or his assigns ; or 

(c) unless the company has, by passing a resolution to that eff~ct or by 
some o~her act, manifested its intention that the debl!ntures 
shall be cancelled ; 

the Company shall have, and shall be deemed always to have had, the 30 
right to keep the debentures alive for the purposes of re-issue; and in ex
ercising such a right, the company shall have, and shall be deemed always to 
have had, power to re-issue the debentures either by re-issuing the same 
debentures or by issuing other debentures in their place. 

(2) Upon such re-issue, the person entitled to the debentu.-es shall 3' 
have, and shall be deemed always to have had, the same rights and priori-
ties as if the debentures had never been redeemed. 

(3) Where with the object of keeping d~benturcs alive for the purpose of 
re-issue, they have, either before or after the commencement of this Act, been 
transferred to a nominee of the company, a transfer from that nominee shall be 40 
deemed to be a re-issue for the purpose~ of this section. 

(4) ~'here a company has, either before or after the commencement of thiS 
Act, deposited any of its debentures to secure advances from time to time on 
currmt account or otherwise, the debentures shall not be deemed to have 
been redeemed by reason only of the account of the company having ceas-td 45 
to be in debit whilst the debentures remained so deposited. 
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(5) The re-issue of a debenture or the issue of another debenture in its 
place under the power by this section given to, or deemed to have been 
possessed by, a company, whether the re-issue or issue was made before or 
after the commencement of this Act, shall be treated as the issue of a new de-

S benture for the purposes of stamp duty, but it shall not be so treated for the 
purposes of any provision limiting the amount or number of deoentures to be 
jSSUed : , , 

Provided that any person lending· money on the security of a debenture 
re-issued under this section which appears to be du1y stamp.:!d may 6ive the 

10 deben~ure in evidence in any proceedings for enforcing his security without 
payment of the stamp duty or any penalty in respect thereof, unless he had 
notice or, but for his negiigence, might have discove_ed, that the debenture 
wac; not duly stamped; but in any such case the company shaJ be liable to pay 
the proJ)er stamp duty and penalty. 

15 (6) Nothing in this section shall prejudice-

(a) the operation of any decree or order of a Court of competent juris
diction pronounced or made before the twenty-fifth day 
of February, 1910, as between the parties to the proceedings 
in which the decree or order was made ; or 

20 (b) where an appeal has been preferred against any such decree or 
orde1, the operation of any decree or order passed on such appeal, 
as between the parties to such appeal ; or 

(c) any power to issue debentures in the place of any debentures paid off 
· or otherwise satisfied or extinguic;hed, reserved to a company 

25 by its debentures or the securities for the same. 

u6. Specific performance of contract to subscribe for deben
tures.--A contract with a company to take up and pay for any debentures of 
the compan~ may be enforced by a decree for specific performance. 

1~7. Payments of certain debts out of assets subject to floatin 
30 charge in priority to claims under the charge.~I) Where either--

(a) a receiver is appointed on 'behalf of the holders of any debentures. 
of a company secured by a floating charge, or 

(b) possession is taken by or on behalf of those debenture holders of 
. any property comprised in or subject to the charge, 

35 then, if the company is not at the time in cours~ ?f being wound up, th~ debt> 
which in every winding up are ~~er th~ ~rovlSlons of Part VII relatmg ~o 
preferential payments to be pat~ m pnonty to all other debts.' shall be pruJ 
forthwith out of any ac;sets comm~ t~ th~ ~ands of the .recetver . or. other 
person taking possession as aforesrud m pnonty to any drum for prmctpal or 

40 interest in respect of the debentures. 

(2) The periods of time mentioned in the said provisions of Part VII 
shall be reckoned from the date of appointment of the receiver or of posses· 
sion being taken as aforesaid, as the case may be. 

(3) Any payments made under this sectio~ shall be recouped; as far as 
45 mav be, out of the assets of the compai1Y avatlable for payment of general 

creditors. 
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PART V 

REGISTRATION OF CH~RGES 

118. " Charge " to include m()rtgage in this Part.-In this Part, 
th·~ expression " chll"ge " includt!~ a mortgage. 

119. Certain charges to be void against liquidator or creditors if s 
not registered.-(!) Subject to the provisions of this Part, every charg·! 
created on or after the 1st day of April 1914 by a company and being a 
charge to which this section applies sh'lll, so far as any security on th'! com
pany's property or undertaking is conferred th<!reby, be void against the liqui
dator and any creditor ofth'! company, unless th'! prescribed particulars of the Io 
charge, togeth'!r with th'! instrument, if any, by which the charge is created 
or evidenced, or a copy thereof verified in the prescribed manner, are filed 
with the Registrar for registration in the manner required by this Act withir> 
twenty-one days after th'! date of its creation:. 

• (2) Nothing in sub-section (1) shall prejudi~ any contract or obligation 15 
for the repayment of the money secured by the charge. 

(3) When a charge becomes void under this section, the money secured 
thereby shall immediately become payable. 

(4) This section applies to th'! following charges :-

(a) a charge for th'! purpose of securing any issue of debentures ; 20 

(b) a charge on uncalled share capital of the company; 
(c) a charge on any immovable property, wherever situate, or any 

interest tlv!rein, but pot including a charge for any rent or other 
p :riodical sum issuing out of land ; · 

(d) a charge on book debts of the company ; 25 

(e) a charge, not being a pledge, on any movable proPerty ofth'! com-
pany except stock-in-trade ; 

(f) a floating charge on the undertaking or property of th'! company . 

(g) a charge on calls made but not paid ; 

(h) a charg-:: on a ship or any share in a ship; 

(i) a charge on goodwill, on a pltent or a licenc.:: und;r a plt·~nt, on 
a trade m1rk ~ron a copyright or a licence under a copyright. 

30 

(5) In th•! case of a charge created out of India, and com;>rising solely 
property situate outside India, twenty-one days after the date on which th'! 
instrument creating or evidencing the charge or copy thereof could, in due 35 
course of post and if despatch'!d with due diligence, hwe been received in 
India shall be substituted for twenty-one days after the date of the creation 
of the charge, as th·~ time within which the particulars an.j in-;trum'!Ilt or copy 
are to be filed with th ~ Registrar. 

(6) Where a charge is created in India but comprises property outside 40 
In.:lia, the instrument creating or purporting to create til-! ch 1rg¢ under th! ~ 
section or a copy thereof verified in the prescribed manner, m1y be filed for 
registration, notwithstanding that further proceedings m'ly b~ n'!cessary to 
make the charge valid or effectual accordinJ to the law of th'! c·nntry in w:1ich 
the property is situate. 45 
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(7) Where a negotiable instrument has· been given to secure the pay
ment of any book debts of a company, the deposit of the instrument for the 
purpose of securing an advance to the company shall not, for the purposes o( 
this section, be treated as a charge on those book debts. 

$ (~) The holding of debentures .entitling the ht>lder to a charge on immov-
able property shall not, for the purposes of this section, be deemed to be an 
interest in immovable property. · . • 

(9) In this section, India does not include Burma, Aden, or Pakistan, what-
ever the date of the charge in question. ~ 

10 uo. Date of notice of charge.-Where any charge on any property 
of a company required to be registered under section I I 9 has been so regis
tered, any person acquiring such property or any part thereof, or any share or 
interest _therein, shall be deemed to have notice of the charge as from the date 
of such registration. - , 

IS 121. Registration of charges on properties acquired subject to-
charge.-(I) Where a company acquires any property which is subject to a 
charge. of any such kind as would, if it had been created by the company after 
the acquisition of the property, have been required to be registered under 
this Part, the company shall cause the prescribed particulars of the charge, 

20 together with a copy (certified in the prescribed manner to be a correct copy) 
of the instrument, if any, by which the charge was created or is evidenced, to
be delivered to the Registrar for registration in the manner required by this. 
Act within twenty-one days after the date on which the acquisition is 
completed: 

25 Provided that, if the property is situate and the charge was created out
side India, twenty-one days after the date on which the copy of the instrument 
could, in due course of post and if despatched with due diligence, have been 
received in India shall be substituted for twenty-one days after the completion 
of the acquisition as the time within which the particulars and the copy of the 

30 instrument are to be delivered to the Registrar. 

(2) If default is made in complying with sub-section (I), the company, 
and every officer of the company who is in default, shall be punishable with fine 
which may extend to five hundred rupees. · 

122. Particulars in case of series of debentures entitling holders. 
35 pari passu.-Where a series of debentures containing, or giving by reference 

to any other instrument, any charge to the benefit of which the debenture 
holders of that series are entitled pari passu is created by a company, it shall, 
for the purposes of section n 9, be sufficient, if there are filed with the Regis
trar, within twenty-one days after the execution of the deed containing the 

40 charge or, if there is no such deed, after the execution of any debentures of the 
[eries, the following particulars :-

(a) the total amount secured by the whole series ; 
(b) tne dates of the resolutions authorising the issue of the series and 

the date of the covering deed, if any, by which the security is. 
· 45 created or defined ; 

(c) a general description of the property charged; 
(d) the names of the trustees, if any, for the debenture holders ; 

together with the deed containing the charge, or a copy of the deed verified in· 
the prescribed manner,· or if there is no such deed, one of the debentwes

~ o of the seties : 
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Provided that, where more than one issue is made of debentures in th: 
series, there shall be filed with the Registrar for entry in the register paru
culars of the date and amount of each issue, but an omission to do this shall not 
affect the validity of the debentures issued. 

u3. Particulars in case of commission etc., on debentures.- S 
Where any commission, allowance or discount has been paid or made eithe~ 
directly or indirectly by a company to any person in consideration of his sub:;
cribing or agreeing to subscribe, whether absolutely or conditionally, for any 
debentures of the company, or procuring or agreeing to procure subscriptions, 
whether absolute or conditional, for any such debentur~. the particulars re- 10 
quired to be filed for registration under sections 119 and 122 shall include 
particulars as to the amount or rate per cent of the commission, discount or 
allowance so paid or made; but an omission to do this shall not affect the vali-
dity of the debentures issued : 

Provided that the deposit of any debentures as se~urity for any debt of the IS 
company shall not, for the purposes of this section, be treated as the issue of the 
debentures at a discount. 

_ 124. Register of charges to be kept by Registrar.-(I)The Registrar 
shall keep, with respect to each company, a register in the prescribed form of 
all the charges requiring registration under this Part, and shall, on payment 20 
of the prescribed fee, enter in the register, with respect to every sue!\ charge, 
the following particulars :-

(a) in the case of a charge to the benefit ofwh.ich the holders of a series 
of debentures are entitled, such particulars as are specified in section 
122 ; 

1> 

(b) in the case of any other charge- . 
(•) if the charge is a charge created by the company, the date of its 

creation ; and if the charge was a charge existing on property 
acquired by the company, the date of the acquisition of the pro
perty ; 

(ii) the amount aecured by the charge ; 
(iii) short particulars of the property charged ; and 
(iv) the persons entitled to the charge. 

(2) After making the entry required by sub-section (1), the Registrar shall 
return the instrument, if any, or the verified copy 'thereof, as the case may be, 35 
filed in accordance with the provisions of this Part, to the person filing the 
same. 

(3) The register kept in pursuance of this section shall be open 
to inspection by any person 0::1 payment of 1 fee of one rupee for 
each inspection. 4<> 

"-us. Index to register of charges.-The Registrar shall keep a chronolo-
gical index, in the prescribed form and with the prescribed particulars, of the 
charges registered with h.im in pursuance of this Part. 

u6. Certificate of registration.-The Registrar shall give a certificate 
under his hand of the registration of any charge registered in pursuance of th.is 45-
Part, stating the amount thereby secured ; and the certificate shall be conclusive 
evidence that the requirements of this Part as to registration have been com
plied with. 
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~27• Endorsement of certificate of registration on debenture or 
certificate of debenture stock.-(1) The company shall cau>e a copy of 
every certificate of registration given under section 126, to be endorsed on 
every debenture or certificate of.debenture stock which is issued by th•! corn-

S pany and the payment of which is secured by th~ ch,1rge sc> registered: 

Provided that nothing i? thi'> ub-s~ct1o1:1 sh1ll 1J.! co:ntrued a~ re,pirin~ a 
company to cause a certificate of regtstratiOn of any ch 1rg·! so given to b-! en
dorsed on any debenture or certificate of debenture stock issued by th•! com
pany before the charge was created. 

IO (2) If any person knowingly delivers or authorises or permits the delivery 
of any debenture or certificate of debenture stock which, under the provisions 
of subsection (I), is required to have endorsed on it a copy of a certificate of 
registration without tht! copy being so endorsed upon it, he shall, without 
prejudice to any other liability, be punish1ble with fine which may extend 

15 to one thousand rupees. · 

u8. Duty of company as regards registration and right of in
terested party.-(1) It shall be the duty of a com.?any to file with th•! Re
gistrar for registration the particulars of every charge created by th<! com.?any 
and of the issues of debentures of a series, requiring registration under this 

20 Part ; but registration of any such charge may also be effected on the applica
tion of any person interested therein. 

(2) Where registration is effected on th<! application of som! p-!rson o:h·!r 
than the company, that person shall be entitled to recover fro:n th·! co:n.nny 
the amount of any fees properly paid by him to th! R~gistrar 0::1 th·! registra-

25 tion. 
. 

11.9. Provisions of Part to apply to modification of charges.
Whenever the terms or col)ditions, or the extent or operation, of any charge 
registered under this Part are or is modified, it shall be the duty of the com
pany to send to the Registrar the particulars of such modification, and th<! pro-

30 visions 'of this Part as to registration of a charge sh'lll apply to such m xiifica
tion of the charge. 

. 130. Copy of instrument creating charge to be kept by com_}any 
at registered office.-Every company shall cause a copy of every instrum~nt 
creating any charge requiring registration under this Part to be kep.:: at th·! 

35 registered office of the company : 

Provided that, in. the caSe of a series of uniform debentures, a copy of oae 
debenture of the series shall be sufficient. 

' 131. Entry in register of charges of appointme~t of receiver. or 
manager.-(1) If any person obtains an order for the ~pp01tment of a r~ce1ver 

40 or m:mager of the property of a company or appo.nts such a rece1v~r ?r 
manager under any powers contained in any instrument, h<! shall, wlth~n 
fifteen days from the date of the order or ?f the appointm'!nt ?Dder the srud 
powers, give notice of the fact to the Reg1st~ar, and ~he Reg~strar shall, on 
payment of the prescribed fee, enter tht! fact m the reg1ster of ch1rges. 

45 (2 ) Where any person appointe~ redct;iver or !D.mager otf the prtopearctty oasf 
a company under the powers contrune m any ms~umen ceases o 
such, he shall, on so ceasing, give to the Registrar notice to that effect; and the 
Registrar shall enter the notice in the register of ch1rge>. 
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(3) If any person makes default in complying with the requirem!n':~ of 
sub-section (1) o:- (2), he shall be punishable with fine which may extend to 
fifty rupees for every day during which the default continues. 

I 

132. Company to report satisfaction an:l procedure there
after.-{I) The company shall give intimation to theRe gistrar of the payment S 
or satisfaction, in whole or in part, of any ch'lrge relating to th~ co:n pany and 
requiring registration under this Part, within twenty-one days from the date of 
such payment or satisfaction. 

(2) The Registrar shall, on receipt of such intim 1tio:1, ca:.x~e a notice to 
be sent to the holder of the charge calling upo:.1 him to sh·Y.V cau~·! within a IO 
time (not exceeding fourteen days) specified in such notice, why pl ymcnt or 
satisfaction should not be recorded as intimated to the Rt!gistrar. 

(3) If no cause is shown, the Registrar shall order that a mem')randum 
of satisfaction in whole or in part, as the case may be, shall be entered in the 
register of charges. · i 5 

(4) Where cause is shown, the Registrar shall·x:ecord a note to that effect 
in the register, and shall inform the company that he has done so. 

(5) Where the Registrar enters a memorandum of satisfaction in whole 
or in part, he shall, if so required, furnish the company with a copy thereof. 

(6) Nothing in this section shall be deemed to affect the power of the 20 
Registrar to make an entry in the register of charges under section 133 other
wise than on receipt of an intimation from the company. 

133· Power of Registrar to make entries of satisfaction and 
release of property from charge in absence of intimation from com
pany.-The Registrar shall have power, on evidence being given to his 25 
satisfaction with respect to any ~egistered charge,-

(a) that the debt for which the charge was given has been paid or satis
fied in whole or in part ; or 

(b) that part of the property or undertaking charged has been released 
from the charge or has ceased to form palt of the company's pro
-petty or undertaking; 

to enter in the register of ch1rges a memorandum of satisfaction in whole or 
in part, or of the fact that part of the property or undertaking has been 
released from the charge or has ceased to fcrm part of the company's pro
perty or undertaking, as the case may be, notwithstanding the fact thac n•) 
intimation has been received by him from the company, 

134· Rectification by Court of register of charges.-{1) The Court• 
on being satisfied-

( a) that the omission to register a charge within the time required by 
this Part or that the omission or mis-statement of any particular 40 
with respect to any such charge or any memorandum of satisfac-
tion or other entry made in pursuance of section 132 or 133 was 
accidental, or due to inadvertence, or to some other sufficient 
cause, or is not of a nature to prejudice the position of creditors 
s'1areholders or of the company, or 45 

(b) that on other grounds it is just and equitable to grant relief, 

m,1y, on the application of the company or any person interested and on 
such term:; an j co:1ditio lS as seem to the Court just and expedient, 
order -.hat the time for t:1e registration shall be extende~ or, as the 
case may be, that the omission or mis-:;tatement shall be rectified. 5) 
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(2) The Court may make such order as to the costs of an application 
under sub-section (1) as it thinks fit. 

(3) Where the Court extends the ti(ne for the registration of a charge, the 
order shall not prejudice any rights acquired in respect of'the property con

S cemed before the charge is actually registered.· 

135. Penalties.-( I) If default is m~ de in filing with the Registrar 
for registration the particulars-

(a) of any charge created by the company ; or 
(b) of the payment or satisfaction of a debt in respect of which a charge 

IO has been registered under this Part ; or 
(c) of the issues of debentures of a series; 

requiring registration with the Registrar under the provisions of this Part,. 
then, unless the registration has been effected on the application of some other 
person, the company, and every officer of the company or other person who is 

IS in default, shall be punishable with fine which may extend to five hundred 
'rupees for every day during which the default continues. 

(2) Subject as aforesaid, if any company makes default in complying 
with any of the other requirements of this Act as to the registration 
with the Registrar of any charge created by the company or of any fact con

. 20 nected therewith, the company, and every officer of the company who is in 
default, shall, without prejudice to any other liability, be punishable with fine 
which may extend to one thousand rupees. 

136. Company's register of charges~-(1) Every company shall keep 
at its registered office a register of charges and enter therein all charges speci-

2 fically affecting property of the company and all floating charges on the under-
taking or on any property of the company, giving in e~ch casc-

(i) a short description of the property charged ; 
(it) the amount of the charge ; and 
(iit) except in the case of securities to bearer, the names of the person 

30 entitled to the charge. 
(2) If any officer of the company knowingly emits or authorises or per

mits the omission of any entry required to be made in pursuance of sub-sec
tion (1) he shall be punishable with fine which may extend to five hundred 
rupees. 

35 137• Right to inspect copies of instruments creating charges and 
·company's register of charges.-( I) The copies kept at the registered 
office of the company in pursuance of section 130 of instruments creating 
charges and the register of charges kept in pursuance of section 136, shall be 
open during business hours tbut subject to such reasonable restrictions as the 

40 company in general meeting may impose, so that not less than two hours in 
each day are allowed for inspection) to the inspection of any creditor or 
member of the company without fee. 

(2) The register of charges shall also be open, during business he urs ·but 
subjt:(t to the reasonable restricticns aforesaid, to the inspection of any other 
pers n <l.n paymen~ of a fee, of one rupee for eac_h inspection. 

(3) If inspection of the said copie~ ~r register is refused, tl_le compru:;y, 
and every officer of the company who 18 m d~fault shall be pumsh~ble w1th 
fine which may extend to fifty rupees and w1~h a further fine which may 
extend to twenty rupees for every day during which the refusal continues. 
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(4) The Court may also by order compel an imm~diate inspection of the 
said copies or register. 

138. Application of Part to charges requiring registration under 
it but not under previ.:>us law.-In respect of any charg-! creat-!d before 
the commencement of this Act w~1ich, if this Act had been in force at the S 
relevant time, w.:>uld have had to b! registered by the company in pursua.1ce 
cf this Part but which did no: r"quire registration under the Indian Compa
nies Act, 1913 (VII of 1913), and in r::spect of all matters relating to such 
charge, the provisions of thio; part shall apply and have effect in all respects, 
a<> if th"! d.1te of commencement of this Act had been substituted therein for IO 
the date of creati!n of the charge, or the date of co:n)letion of the acquisition 
of the property subject to the charge, as the :case may be. 

PART Vi 

M\NAGE\IENT A'SD ADMINISTR\TIO~ 

(i) GEXERA.L PA>O>ISION'S IS 

Registered Office and Name 

139. Registered office of company.-( I) A company shall, as from the 
day on which it begins to carry on business, or as from the twenty-eighth day 
after the date cf its incorporation, whichever is earlier, have a registered 
office to which all communications and notices may be addressed. 20 

(2) Notice of the situation of the registered office, and of every change 
therein, shall be given within twenty-eight days after the date cfthe incorpora
tion ofthe company or after the date,ofthe change, as the case may be, to the 
Registrar who shall record the same: 

Provided that except on the authority of a special resolution passed by 25 
the company, the registered office of the company shall not be 
removed to a place at a greater distance than ten miles, in the case of 
an existing company, from the place where it is situated at the commence
ment of this Act, and in the case of any other company, from the place where it 
is first situned. 30 

(3) The inclusion in the annual return of a company of a statement as to 
the address of its registered office shall not be taken to satisfy the obligation 
imposed by sub-section (2). 

(4) If a company carries on business without complying with the re
quirements of this section, the company, and every officer of the company 
\\ ho is in def.-.ult, shall be punishable with fine which may extend to fifty 
JL;fH'S f0r every day during which it so carries on business. 

10. Publication lf n1 u ~by co n.,?ny.-:1) Enry co n_)ny-

(a) shall paint or affix its name, and keep the same painted or affixed, 
on the outside of every office or place in which Ls business is 40 · 
carried on, in a conspicuous position, in letters easily legible; and 
if the chancters employed therefor are not those of the language, 
or of one of the languages, in general use in that locality, also in 
the characters of that language or of one of those languages ; 

(b) >hall have its name engraven iD legible characters on its seal; 45 
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(c) shall have its name mentioned in legible characters in all its busi
ness letters, in all its bill heads and letter paper and 
in all notices, advertisements and other official publications of 
the company; and in all bills of exchange, hundis, promissory 
notes, endorsements, cheques and orders for money or goods pur
porting to be signed by or on behalf of the company, and in all 
bills of parcels, invoices, receipts and letters of credit of the 
company. 

(2) If a company does not paint or affix its name, or keep the same pain:-
IO ed or affixej in the manner directed by clause (a) of sub-section (1), the 

company, md every officer of the company who is in. defdult, shall be punish
able with fine which may extend to fifty rupees for not sq_ pJinting or affixing 
its name, and for every day during which its name is not so kept p.llnted 
or affixed. 

I 5 (3) If a company fails to comply with clause (b) or clallSe (c) of sub-section 
(1), the company shall be punishable with fine which may extend to five 
hundred rupees. 

(4) If an officer of a company or any person on its .behalf-

(a) uses or authorises the use of any seal purporting to be a seal of the 
20 company whereon its name is not engravea as aforesaid; or 

(b) issues or authorises the issue of any business letter, bill head, 
letter paper, notice, advertisement or other official~publication of 
the company, or 

(c) signs, or authorises to be signed, on behalf of the company, any 
25 bill of exchange, hundi, promissory note, endorsement, cheque or 

order for money or goods wherein its name is not mentioned in 
the manner aforesaid, or · 

(d) issues or authorises the issue of any bill of parcels, invoice, receipt 
or letter of credit of the company, wherein its name is not mentioned 

30 in the manner aforesaid, 

such officer or person shall be punishable with fine which may extend to five 
hundred rupees, and shall further be personally liable to the holder of the 
bill of exchange, hundi, promissory note, cheque or order for money or goods, 
for the amount thereof, unless it is duly paid by the company. 

35 141. Publication of authorised as well as subscribed and paid-up 
capital.-(1) Where any notice, advertisement or other official publication, 
or any business letter, bill head or letter paper, of a company contains a 
statement of the amount of the authorised capital of the coinp~ny, such notice, 
advertisement or other official publicatic...n or such letter, bill head or letter 

40 paper, shall also cont<.'.in a statement, in an equally prominent position and in 
equally conspicuous characters, of the amount of the capital which has been 
subscribed and the amount paid up. 

(2) If default is made in complying with the require.I?en!s of sub
section (1), the ccmpany, and every cfficer of the company who 1s m default, 

45 shall be punishable with fine which may extend to c.ne thousand rupees. 

Restrictions .on commencement of business .. 

14:. Restrictions on commencement of business.-(1) 'Where a 
company having a share capital has issued a prospectus inviting the public 'to 
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subscribe for its shares, the company shall not commence any business or 
exercise any borrowing powers, unless-

( a) shares held subject to the payment of the whole amount thereof 
in cash have been allotted to an amount not less in the whole 
than the minimum subscription ; s 

(b) every director of the co~pany has paid to the company, on each of 
the shares taken or contracted to be taken by him and for 
which he is liable to pay in cash, a proportion equal to the pro
portion payable on application and allotment on the shares 
offered for public subscription ; 10 

(c) no money is or may become liable to be repaid to applicants for 
any shares or debentures which have been offered for public 
subscription by reason of any failure to apply for or to obtain 
permission for the shares or debentures to be dealt in on any 
stock exchange ; and I.S 

(d) there has been filed with the Registrar a duly verified declaration 
by one of the directors or the secretary, in the prescribed form, 
that the conditions ~pecified in clauses (a), (b) and (c) have 
been complied with. 

(2) Where a company having a share capital has not issued a prospectus 20 
inviting the public to subscribe for its shares, the company shall not commence 
any business or exercise any borrowing powers, unless-

(a) th'!re has been filed with the Registtar a statement in lieu of pros
pectus; 

(b) every director of the company has paid to the company, on each of 2$ 
the shares taken or contracted to be taken by him and for which 
he is liable to pay Jn cash, a proportion equal to the proportion 
payable on application and allotment on the shares payable in 
cash; and 

(c) there has been filed with the Registrar a duly verified declaration 30 
by one of the directors or the secretary, in the prescribed form, 
that clause (b) ofth.is sub-section has been complied with. 

(3) The Registrar shall, on the filing of a duly verified declaration in 
accordance with the provisions of sub-section (1) or sub-section (2), as the 
case may be, and, in the case of a company which is reql,!.ired by sub-section (2) 3.S 
to file a .statement in lieu of prospectus, of such a statement, certify that the 
company is entitled to commence business, and that certificate shall be con
clusive evidence that the company is so entitled. 

(4) Any contract made by a company before the date at which it is entitled 
to commence business shall be provisional only, and shall not be binding 40 
on the company until that date, and on that date it shall become binding. 

(5) Nothing in this section shall J'revent the simultaneous offer for 
subscription or allotment of any shares and debentures or the receipt of any 
money payable on application for debentures. 

(6) If any company commences business or exercisef borrowing powers in 4S 
contravention of this section, every person w~ is responsible for the contra
vention shall, without prejudice to any other liability, be punishable with 
fine which may extend to five hundred rupees for every day during which the 
contravention continues. 
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(7) Notlung in this section shall apply to
(a) a private company ; or 

(b) a company registered before th~ first day of April, 1914, which 
has not issued a prospectus inviting the public to subscribe 
for its shares. 

(8) The provisions of this section, in so far as they do not relate to shares, 
shall also apply to a company limited by guarantee and not having a share 
capital. 

Registers of members and debentureholders 

I~ 143· Register of m~m'ilers.-~r) Ev.!ry con_nny sh11l k!ep in o1.e or 
more bqoks a register of its members, and enter therein the followln g parti
culars:-

(a) the name and address, and the occupatio:t, if any, of each 
member; 

(b) in the case of a company having a share capital, the slures held by 
each member, distinguishing each share by its number, if any, and the 
amount paid or agreed to be considered as paid oa those shares ; 

(c) the date at which each perso:t was entered in the register as a 
member; 

20 (d) the date at w:1ich any person ceased to be a m~m'.Jer: 

Provided that wheJe the company has converted any of its shares imu 
stock and given notice of the conversion to the Registrar, the ,register shill show 
the amount of stock held by each of the members co:J.cemed imtead of th:! 
shares so converted which were previously held by him. 

25 (2) If default is made in complying with sub-section (r), the company, 
and every officer of the co:npany who is in d!fault, c;h'3.ll be p:.ni>hable w:th ~ne 
which may extend to· fifty rupees for every d1y during w'1ic~1 the def1ult 
continues. 

144· Index of members.-(r) Every company having more than~ 
30 fifty members shall, unless the register of members is in such a form as in 

itself to constitute an index, keep an index (which may be in the form of a 
card index) of the names of the members of the company and shall, within four
teen days after the date on which any alteration is m1de in the reg,ister of 
members, make the necessary alteration in the index. 

35 (2) The index shall, in respect of each member, contain a sufficient indica-
tion to enable the entries relating to that member in the register to be readily 
found. 

(3) If default is made in complying with sub-sections (1) and (2), the 
company, and every officer of the company who is in default, shall be punishable 

40 with fine which may extend to fifty rupees. 

145· Register and index of debentureholders of company.-(1) 
Every company shall keep in one or more books ~a register of the holders of 
its debentures and enter therein the following particulars, namely:-

(a) the name and address, and the occupation, if any, of each de-
45 benture holder; 
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(b) the debentures held by each holder, distinguishing each deben
"ture by its number, if any, and the amount paid or agreed to be 
comidered as paid on those debentures; 

(c) the date at which each person was entered in the register as a 
debenture holder; S 

(d) the date at which any person ceased to be a debenture holder. 

(2) (a) Every company having more than fifty debenture holders shall, 
unless the register of debenture holders is in such a form as in itself to consti
tute an index, keep an index (which may be in the form of a card index) of 
the names of the debenture holders of the company and shall, within fourteen IO 
days after the date on which any alteration is made in the r\!gister of debenture 
holders, make the necessary alteration in the index. 

(b) The index shall, in respect of each debenture holder, contain a 
sufficient indication to enable the entries relating to that holder in the register to 
be readily found. Ij 

(3) If default is made in complying with sub-sections (r) and (2),- the 
company, and every officer of the company who is in default, shall be punish
able with fine which may extend to fifty rupees. 

(4) Sub-sections (1) to (3) shall not apply with respect to debentures which, 
ex far ie, arc payable to the bearer thereof. · 20 

146. Trusts not to be entered on register.-No notice of any trust 
cxpn::,s, implied 0r constructive, shall be entered on the register of mem-
bers or of debenture hclders, or be receivable by the Registrar. 

147. Pow.!r to close register of ... members or debenture holders.-
( I) A comp~y may, after giving not less than seven days'-previous notice 25 

by ad\·ertis.:mcnt in som.:! newspaper circuhting in the district in which the 
r-:;;i::crcd office of the company is situate, close the register of m:!mbers or 
the n·;;istcr of d_cbcnture hold\!rs for any time or tim~s not exceeding in the 
whole forty-five days in each year, but not exceedin~ thirty days at any one 
time. 30 

(2) If the rcgi~ter of members or of debenture holders is closed without 
giving the notice provided in sub-section (r), or after giving shorter notice 
th t•l th,;t so provided, or for a continuous or an aggregate period in excess 
of the limits specified in that sub-section, the company, and enry officer of 
the company who is in default, shill be punishable with fine which may 35 
extend to five hundred rupees for every d:1y during which the register is so 
closed. 

148. Power-of Court to rectify register of members.-(r) If
(a) the register of members wrongly contains or does not contain the name. 

of any person; 40 

(b) default is made or unnecessary delay takes place in entering on the 
register the fact of any person having ceased to be a member; 
the person aggrieved, or any member of the company, or the company,)nay 
apply to the Court for rectification of the register. 

(2) The Court may either reject the application or order rectification of 4S 
the register; and in the latter case, may direct payment by the company of 
the damages, if any, sustained by any party aggrieved. 

48 l\I of Law. 
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In either case, the Coutt in its discretion may make such order as t<t· 
costs 2s it thinks fit. 

(3) On an application under this section, 'the Court-
(a) may decide any question relating to the title of any person who is a 

S party to the applicvtion to have his name entered in or omitted from the 
register, whether the question arises between members or alleged mem
bers, or between members or alleged members on the one hand and the· 
comp~y on the other hand; and 

(b) generally, may decide any question which it is necssary or expedient 
IO to decide in connection with the apphcation for rectifiCJtion. 

(4) From any order passed by the Court on the application, or on any 
issue raised therein and tried separately, an appeal shall lie on the grounds 
mentioned in section ·roo of the Code cf Civil Procedure, 1908 (Act. V of" 
1908)-

15 (a) if the order be passed by a District Court, to the High Court ; 

(b) if 1:he order be passed by a single Judge of a High Court consisting of" 
three or more Judges, to a Bench of that High Court. 

149. Notice to Registrar of rectification of register .-In the case of a 
company required by this Act to file a list of its members with the Registrar,. 

20 the Court, when making an order for rectification of the register, shall, by its 
order, direct notice of the rectification to be filed with the Registrar within a. 
fortnight froiD the dat~ of the making of the order. 

Foreign registers of members or debenture holders. 

ISO. Power for company to keep branch register of members or-
25 debenture holders outside India.-( I) A company which has a share 

capital or which has issued debentures may, if so authorised by its articles,. 
cause to be kept in any State or country outside India. a branch register ot 
members or debenture holders resident in that State or country (in this Act 
called a "foreign register"). 

30 (2) The company shall, within one month from the date of the opening of 
any foreign register, file with the Registrar notice of the situation of the office 
where such register is kept and, in the event of any change in the situation of
such office or of its discontinuance, shall within one month from the date of 
such change or discontinuance, as the case may be, file notice with the Regis-

35 trar of such change or discontinuance. 

(3) If default is made in complying with the requirements of this section, 
the company, and every officer of the company who is in default, shall be 
punishable with fine which may extend to fifty rupees for every day during 
which the default continues. 

40 ISI. Provisioas as to foreign registers.-(!) A foreign register shall 
be deemed to be part of the company's register (in this section called the 
''principal register") of members or of debenture holders, as the case may be 

(2) A foreign register shall be kept, shall be open to inspection and may 
be closed and extracts may be taken therefrom and copies thereof m:..y b:! re-

45 quired, in the same manner, mtttatil mutandis, as is applicable to the principal 
register under this Act, except that the advertisement before closing the 
register shall be inserted in some newspaper circulating in the district. 
wherein the foreign register is kept. 
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(3) The decision of any competent Court in the State or country in whiclt 
a foreign register is kept in regard to the rectification of that register shall 
have the same force and efft!ct as if it were the decisio!l of a competent Court 
in India. 

(4) The company shall

(a) transmit to its registered office in India a copy of every entry in any 
foreign register as soon as may be after the entry is made; and 

(b) keep at such office a duplicate of every foreign register duly entered 
up from time to time. 

5 

(S) Every such duplicate shall, for all the purposes of this Act, be deemed· 10 
to be part of the principal register. · 

(6) Subject to the provisions of this section with respect to duplicatecl 
registers, the shares or debentures registered in any foreign register shall be 
distinguished from the shares or debentures registered in the principal register 
wd in every other foreign register; and no transaction with r-:spect to any 15 
shares or debentures registered in a foreign register shall, during the continu
ance of that registration, be registered in any other reiister. 

(7) The company may discontinue the keeping of any foreign register• 
and thereupon all entries in that register shall b~ transferred to some other 
foreign register kept by the company in the same part of the world or to the 20 
principal register. 

(8) Subject to the provisions of this Act, a company may, by its articles 
make such regulations as it thinks' ·fit in regard to its foreign registers. 

(9) If default is made in complying with sub-section (4), the company, 
and every officer of the company who is in default, shall be punishable with 25 
fine which may extend to fifty rupees. 

Annual Returns 

15Z. Annual return to be made by company having a share capital.
( I) Every company having a share capital shall, within one month from tlte 
day on which e£ch of the annual general meetings referred to in section 159 is 3-:l 
held, prepare and file with the Registrar a rerum containing the particulars 
specified in Part I of Schedule V, as they stood on that day, regarding-

( a) its registe;ed office, 
(b) the register of its members, 
(c) the register of ita debenturct holders, 
(d) its shares and debe!4tures, 
(e) its indebtedness, 
(f) its members and debenture holders, past and present, and 
(g) its directors, managing director, manaljing agent and manager, 

past and present. 

( 2) The said return shall be in the form set out in Part II of Schedule V 
or as near thereto as circumstances admit: 

3S 

40 

Provid {d thu \\l".ue the comrany h2.s converted any of its shares into 
stock<· r. d g:nn r or:ce of the convusion to the Registr:Jr, the list referred to in 
rarzgn I h .s <'i L 1t I of ~ch{dule V shdl state the amount of stock held by 
ct.ch o itl:t rr.l rrl:us cc·r.con{d instt:[d of the shares srr converted previously 45 
held by him. 
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I53· ArulUal return to be made by company not having a share 
capital.-(1) Every company not having a share capital shall, within 
one month from the day on which each of the annual general meetings referred 
to in section IS9 is held, prepare and file with the Registrar a return stating 

5 the following particulars as they stood on that day:-

(a) the address cfthe registered office of the company; 
(b) all such particulars with respect to the perso::J.s who, at the date 

of the return, were the directors of the company, its mmaging 
aient, and its manager as are set out in section 2 8 1. 

10 (2) 'I_'here shall be annexed to the return a statement containing particulars 
of the total amount cf the indebtedness of the co:npany a> on the day afore
said in respect of all charges which are or were required to be registered 
with the Registrar under this Act or under any previous companies law or 
which would have been required to be registered under this Act if they had 

IS been created after the commencement of this Act. 

I54· F11rther provisions re:arding annual return aad certificate 
to be annexed thereto.-( I) The copy of the annual return filed with the 
Registrar under section 1S2 or rs3, as the case n:ay be, shall be signed both 
by a director and by the managing agent, manager or secretary of the company 

20 or where there is no managing agent, manager or secretary, by two directors 
of the company, one of whom shall be the managing director where there 
~~ / 

(2) There! shall also be filed with the Registrar along with the return a 
certificate signed by both the signatories of the return, stating-

2S (a) that the return states the facts as they stood on the day of the an-
nual general meeting aforesaid, correctly and completely; and 

(b) in the case of a private company also (i) that the company has not 
since the date of the annual general meeting with reference to which the 
last return was submitted, or in the:cr.se of a first return, since the date 

30 of the incorporation of the company, issued any invitation to the public 
to subscribe for any shares or debentures vf the company, and (ii) that, 
where the rJ111U'll return discloses the fact rh:1t the number ofmemhcrs of 
the company exceeds fifty, the excess co~l_,ists wholly ofp:<:;n_,; who 
under sub-clause (b) of clause (iii) ,of sub-section (1) of section 3 are 

35 not to be included in reckoning the nUmber of fifty. · 

ISS· Peu.alty and lnterpretatio:n.-(1) If a co::np.:my fails to comply 
with any of the provisions contained in s_cdo:l r52, 153, or!_, t· the company, 
and every officer of the compa..1y who 1s in d~fault, shall be pu n!shable 
with fine whicA. may extend to fifty rup.:!es for ev~ry d.1y daring which the 

40 default contiaues. 
(2) For the purposes oftl>Js section and sections 152, ISJ, and 154, the 

expressions "officer" and "director" shall include any person in accordance 
with whose directions or instructions the directors of the company are accus
tomed to act. 

4S General provisions regarding n~gisters anJ. returns 

I 56. Place of keeping, and inspection of, registers and returns.--( I) 
The register of members commencing from the date of the registration of the 
company, the index of members, the register and index of debenture holders 
and all annu~J returns prepared under sections IS2 and ISJ, together with 

so the certificates and documents required to be annexed thereto under sections 
1.53 and 154 shall be kept at the registered office of the company. 



( 2) The registers, indexes, returns, certificates and other documents re
ferred to in sub-section (1) shall, except when the register of members or 
debenture holders is closed under the provisions of this Act, be open during 
business hours (subject to such reasonable restrictions, as the company in 
gener~ 1 meeting may impose, so that not less than two hours in each day are S 
allowed for inspection) to the inspection of- · 

(a) any member or debenture holder without fee ; and 
(b) any other person on payment of a fee:or one rupee. for each inspection. 

(3) A..'ly such member, debenture holder or other person may-

( a) make extracts from any re&ister, index, certificate or other I 0 
document referred to in sub-section (2) without fee or additional 
fee, as the case may be ; or 

(b) n:quire a copy of any such document or of any part thereof, on 
r~ymcnt of six annas for every one htindred words or fractional 
rart thereof required to be copied. I 5 

(4 ) The company shall cause any copy required by any person under 
clause (b) of sub-section (3) to be sent to th•t person within a period often days, 
cxclus he of r..on-working days, commencing on the day next after the day on 
which the requirement is received by the cgmpany. 

(5) If any inspection, or the rn.aking of any extract required under this 20 
section, is refused, or if any copy required under this iection is not sent 
within the period specified in sub-section (4), the company, and every officer 
of the company who is in default, shall be punishable, in respect cf each 
offence, with fine which may extQlld to fifty rupees for every day during 
which the refusal or default continues. 25 

(6) The Court may also, ·by order, compel an immediate inspection of 
the document, or direct that the e~tract required shall forthwit:R be allowed 
to be taken by the person requiring it, or that the copy required shall forth· 
wuh be sent to the person requiring it, as the case :Qtay be. 

157· Registers etc., to be evidence.-The register of members, the 30 
register of debenture holders, and the annual returns, certificates and state
ments referred to in sections ·I52,153 and 154 shall be prima facie evidence of 
any matters by this Act directed or authorised to be inserted therein. 

Meetings lmd Proceedings 

158. Statutory meeting and statutory report of cempany.--(1) 35 
Every company limited by shares, and every company limited by guarantee 
and having a ~hare capital, shall, within a period of not less than cne month 
nor more than six months from the date at which the company is entitled to 
ccmmcnce business, hold a gencr~l meeting of the members of the company, 
which shall be called "the statutory meeting". · 40 

(2) The directors shall, at k"st twenty-one days before the day on which 
the meLting is held, forward a report (in this Act ref~rred to as " the statu-_ 
tory repcrt") to every member cf the company : 

Provided that if the statutory report is forwarded later than is required 
above, it shall, notwithstanding that fact, be deemed to have been duly 
forwarded if it is so agreed to by all the member:; entitled to attend and vote 45 
at the meeting. 

(3) The statutory report shall set out-
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(a) the total number of shares allotted, distinguishing shares allotted 
as fully or partly paid up otherwise than in cash, and stating in 
the case of shares partly paid up, the extent to which they are so 
paid up, and in either case the consideration for which they have 

S been allotted ; 

(b) the total amount of cash received by the company in respect of all 
the shares allotted, distinguished as aforesaid ; 

(c) an abstract of the receipts of the company and of the payments made 
thereout, up to a date within seven days of the date of the report, 

IO exhibiting under distinctive headings the receipts of the company 
from shares and debentures and other sources, the p.1yments 
made thereout, and particulars concerning the balmce rem1ining 
in h<Jld, and an account or estimate of the preliminary expenses of 
the company, showing sepantely any commission or discount paid 

15 on the issue or sale of shares or debentures; 

(d) the names, addresses and descriptions of the directors of the com
pany, and also, if there be any, of its managing agent, manager, 
2.uditors, and secret·uy; ~nd the changes, if any, which have occur
red in such nam~:::s, addresses and descriptions since the d:1te 

20 of the incorporation of the company ; 

(e) the particulars of any contract which, or the modification or the 
proposed modificz.{ion of which, is to be submitted to the meeting 
for its approval, together in the latt~r case with the particulars 
of the modificz.tion or proposed modification; 

25 (f) the extent, if any, to which each under-writing contract, if any7 

has not been carried out, and the reasons therefor; 

(g) the arrears, if any, due on calls from every director; from the 
managing agent, every partner of the managing agent, every firm in 
which the man~ging agent is a pdrmer, and where ci.1c ulanaging 

30 agent is a private company, every director thereof; and from 
the manager ; and 

(h) the particulars of any commission or brokerage paid or to be paid 
in connection with the issue cr sale of shares or debentures to any 
director ; to the managing agent, any partner of the managing 

3S agent, any firm in which the managing agent is a partner, and 
\\ohere the managing agent is a private company, any director 
thueof ; or to the manager. 

(4) The statutory report shall be certified as correct by not less than 
two directors of the company one of whom shall be a managing director7 

o where there is one. 

After the statutory report has been certified as aforesaid, the auditors, if 
any, of the company shall, in so far as the rfport relates tc ·the shares aliened 
l:y tl:e c(;mp..ny, tte C<l~h received in respect of such shares anJ the receipts 
and p:yments of the company on capital account, certify it as correct. 

<45 (5) The directors shall cause a copy of the statutory report certified as 
required by this section to be delivend to the Registrar for registration forth
with, ~ft.er cories thereof have been sent fl) th~ memhers of the companv. 

(6) The directors shall cause a list showing the names, addresses and des
"riptions of tht: mtmbers of the company, and the number of shares held by 
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"them respectively, to be produced at the commencement of the statutory 
meeting, and to remain open and accessible to any member of the company 
-<luring the continuance of the meeting. 

(7) The members of the company present at the m.!eting shall be at liberty $ 
to discuss any matter relating to the form'ltion of the company or arising out 
·of the statutory report, whether previous notice has been given or not, but no 
resolution may be passed of which notice has not b.;:en given in accordance 

'With the ankles. 

(8) The meeting may adjourn from time to time, and at any adjourned 10 
meeting, any resolution of which notice has been given in accordmce with 

.the articles, either before or after the form::r meeting, may be passed, 
and the adjourned meeting sh'lll have the same powers as an original 
rmeeting. 

(9) If default is made in complying with th~. provisions of this IS 
section, every director or other officer of the company w~1o is in default 
shall be punishable with fine which may extend to five hundred rupees. 

(Io) This section shall not apply to a private company. 

159. Annual general meeting.-(1) (a) Every company shall, in addition 
to any other meetings, hold a general meeting which shall. be styled its annual 20 
general meeting at the intervals, and in accordance with the provisions, sped .. 

. fied below. 

(b) The first annual general meeting shall be held by a company within 
eighteen months of its incorporation.. .. • 

(c) The next annual general meeting of the company shall be held by it 2s 
within nine months of the expiry of the financial year in which the first annual 
general meeting was helc! ; and thereafter an annual general meeting shall be 
held by the company within nine months of the expiry of each financial year: 

Pro\'iJcd thJ.t the Registrar may, for any special reason, extend the time 
within which any annual general meeting shall be held by a fUrther period not 30 
exceeding six months. • 

(d) Except in the case referred to in the foregoing proviso, not more than 
fifteen months shall elapse between the date of one annual general meeting and 
that of the next. 

(2) Every annual general meetL"lg shall be called for a time during busi- 3~ 
ness hours' on a day that is not a holiday, and shall be held either at the regis
tered office of the company or at some other place within the town or village 
in which the registered office of the company is situate ; and the notices calling 
the meeting shall specify it as the annual general meeting. · 

Explanation.-For the purposes of this sub-section, a day shall not be 40 
deemed to be a holiday unless it is a public holiday within the meaning of the 
Negotiable Instruments Act, 1881 (XXVI of 1881) and, in the case of a day 
declared by the U'Iltral Govemmcnt to be a public holiday under thlt 
Act, unless further the declaration was notified before the issue of the notice 
con \'cning the meeting. 

(3) If default is made in holding a meeting of the company in accordance 4~ 
with sub-sections (1) and (2), the Central Government m1y, on the applic,.-
tion ?f any member of the company, call, or direct the calling of, a general 
mectmg of the company and give such ancillary or consequential directions as 
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the Central Goveinment thinks expedient, including directions modifying or
supplementing in relation to the calling, holding and conducting of the meet
ing, the operation of the company's articles. 

Explanation.-The directions that may be given under this sub-section 
5 may include a direction that one member of the company present in person. 

or by proxy shall be deemed to constitute a meeting. 

(4) A general meeting held in pursuance of sub-section (3) shall, subject 
to any directions of the Central Government, be deemed to be an annuaL 
general meeting of the company. 

10 (5) If default is made in holding a meeting of the company in accordance 
with sub-sections (1) and (2), or in complying with any directions of the Cen
tral Government under sub-section (3), the company, and every officer of the
company who is in default, shall be punishable with fine which may extend to· 
five thousand rupees. 

15 160. Calling of extraordinary general meeting on requisition.-( I}· 
The directors of a company shall, on the requisition of-

(a) members of the company holding at the date of the deposit of the 
_ requisition not less than one-tenth of such of the paid-up ca;>~tal 
of the company as at that date carries the right of voting at 

20 general meetings of the company, or 

(b) in the case of a company not having a share capital, members of· 
the company representing not less than one-tenth of the total 
voting power of all the members having at the said date a right to· 
vote at general meetings of the company, 

25 forthwith proceed duly to call an extraordinary general meeting of the company ... 

(2) The requisition shall state the objects of the meeting, shall be signed 
by the requisitionists and shall be deposited at the registered office of the 
company. · 

(3) The requisition may consist of several documents in like form, each. 
30 signed by one or more requisitioniscs. 

35 

45 

(4) If the directors do not, within twenty-one days from the date of the
deposit of the requisition, proceed duly to call a meeting, the meeting may be· 
called-

( a) by the requisitionists themselves, or 
(b) by such of the requisitionists as represent either a majority in value 

of the paid-up share capital held by all of them or not less than 
one-tenth of such of the paid-up share capital of the company as 
is referred to in clause (a) of sub-section (1), whichever is less, or 

(c) by such of the requisitionists as represent either a majority in voting 
power of the aggregate voting power possessed by all of them, or 
not less than one-tenth of the total voting power of all the members. 
of the compa..~y referred to in clause (b) of sub-section ( 1), which
ever is less. 

Explanazion.-For ~he purposes of this su~-se~on, the directors shall, 
in the case of a meeting at which a resolutiOn 1s to be propose_d as a 
special resolution, be deemed not to have duly convened ~he meetm~ tf they 
do not ~;ivo suc.A notice thereof as is required by sub-secuon (2) ot secuuu-. 

181. 
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(5) A meeting called under sub-section (4) by the ·requisitionists or any 
of them-

(a) shall be called in the same manner, as nearly as possible, as that in 
. which meetings are to be called by directors ; but 

(b) shall not be held after the expiration of three m)nth1 from the date s: 
of the deposit of the requisition. 

(6) Where two or more persons hold any shares or intere'>t in a com~n·w 
jointly, a requisition, or a notice calling a meeting, signed by one or some only 
of them shall, for the purposes of this section, have the same force and effect as 
if it had been signed by all of them. IO· 

(7) Any reasonable expenses incurred by. the requisitionists by reaso.i 
of the failure of the directors duly to call a meeting shall be repaid to there
quisitionists by the company, and any sum so repaid shall be retained by the 
company out of any sums due or to become due from the company by way of 
fees or other remuneration for their services to such of the directors as were in 15. 
default. 

161. Sections 16% to 178 to apply to meetings and procedure 
thereat.-(1) The provisions of sections 162 to 178-

(a) shall, notwithstanding 1u1ything to the contrary in the articles of 
the company, apply with respect to general meetings, and the 20-
procedure at ~general m-!etings, of a public company, and of a 
private company which is a subsidiary of a public company; and 

I ,• 

(ii) shall, to the extent specified therein and unless the articles of the 
company otherwise provide, apply with respect to gener.U meetings, 
and the procedure at general meetings, of a private company which 25. 
is not a subsidiary of a public company. 

(2) (a) Section 167, with such adaptations and modifications, if any 
as may be prescribed, shall apply with respect to meetings of any class 
of members, or of debenture holders or any class of debenture'holders, of a 
company, in like manner as it applies with respect to general meetings of the 30. 
company. 

-
(b) Unless the articles of the company or a contract bindin(l' 

on the persons concerned otherwise provide, sections 162 to 166 
and sections 167 to 178 with such adaptations and modifications, if 
any as may be prescribed, shall apply with respect to meetings of any class of 35· 
mcmb ers, or of debenture-holders or any class of debenture holders of a 
company, in like manner as they apply with respect to g~neral meetings of 
the company. ·· 

16z. Length of notice for calling meeting.;__(z) A meeting of the 
company may be called by giving not less than twenty-one days' notice in 40• 
writing , exclusive of the day on which the notice is served or deemed to be 
served and of the day of the meeting. 

· (2) A meeting may be called after giving shorter notice than that speci-
fied in sub-section (1), if consent is accorded thereto- · 

(i) in the case of an annual general meeting, by all the members~ entitled 4S:· 
to vote thereat ; and -
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(ii) in the case of any other meeting, by members of the company 
(a) holding, if the company ha<; a share capital, not less than 95 
per cent of such part ofthe paid-up share capit~l of the company 
as gives a right to vote at the meeting, or (b) representing, if the 
company has no share capital, not less than 95 per cent of the 
total voting power exercisable at that meeting : 

Provided that where any members of a company are entitled to vote only 
on some resolution or resolutions to be mwej at a m·~etbJ a-:-tj n')".: 0:1 

the others, those members shall be taken into account for the purpos~ of 
this sub-section in respect of the former resolution or-resolutions and shall 
not be taken into account in respect of the latter ; the former resolution or 
resolutions shall_ be included in the business to be tra...'!sacted at th~ meethg 
if, and only if, consent is accorded thereto by all the members of the company 
including the members aforesaid, or such majority of them as is specified in 
clause (ii); and the latter re3olution or resoL!tions shall ce in.;luded in the, 
business to be transacted at the meeting if, 2nd only if, consent ~s accorded 
thereto by all the members of the company excluding the me-;nbers aforesaid 
or such majority of them as is specified in clause (ii). 

163. Contents and manner of servlce of notice an ;I pers!)ns on 
whom it is to be served~-{ I) Every notice given of a meeting of a company 
shall specify the place and the day and hour of the meeting, and s:1all 
contain a statement of the business to be tra.'1s3cted thcre1t. 

(2) Notice of every m~eting of th'! com;>J·lY shlll be given in any 
manner authorised by this Act to-

(i) every member ofth~ company except those members who, hwing 
no registered address in India, have not supplied to th: comp
any an address in India for the giving of notices to them ; 

(ii) every person upon whom the ownership of a share devolves in 
comequence of the death or insolvency of a member, who, 
if he were alive or had not become insolvent, would be entitled 
to receive notice of the meeting ; 

(iii) the auditor or auditors for the time being of the company. 

(3) The accidental omission to give notice to, or the non-receipt of notice 
by, any member or other person to whom it should be given. shall not 
invalidate the proceedings at the meeting. 

164. Explanatory statement to be annexed. to _notice.-{1) For 
the purposes of this section-

( a) in the case of an annual general meeting, all business to be trans'lct
ed at the m~ting shall be dcem~d special, with the exception 
of business relating to (i) the dechration of a dividend, (ii) the 
consideration of the accounts, balance sheet and the reports of 
the directors and auditors, (iii) the appointm ~nt of directors in 
the place of those retiring, and (iv) the appoint~nent of, an.J the 
fixing of the re:.nuneration of, the auditors ; and 

ib) in the case of any other meeting, all business shal,l be dee-;ned 
special. 

(2) Where any item of business to be transacted at the meeti~g is dee:n
ed to be special as aforesaid, there !.hall be a!lll~xed t~ the nottce of_ the 
meeting a statement settiJIT Ollt all material facts concerru:.1g each such ttem 
of business, including in particular the nature and extent of the interest, if 
any, therein, of every director, the managing agent, and the manager. 
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(3) Where aay item of business consists of the according of approval to 
.any document by the meeting, the time and place w~ere the document can be 
inspected shall be sp:;cified in the statement afore~atd. 

165. Qaorum for meeting.-Unless the .articles of the company other
wise provide, five •ne:.nbers personally pn~s~nt tn the case of ~ public com- S 
pany, and two m ~mbers personally pres-::nt m the case of a pnvate company, 
-shall be the quoru·n for a meeting of the company. 

166. Chairman of meeting.-~1) Unless the articles of the company 
otherwise provide, the members personally present at the meeung shall elect 
-one of them 5dves to be the chairman thereof, on a show of ha:ttds. · 10 

(2l If a poll is demanded on the election of the- chairman, it shall ?e 
taken forthwith in accordance with the provisions of this Act, the ~hatr~ 
man elected on a sh!Jw of hands exercising all the. p0wers of the chauman 
under the said provisions. 

(3) If some other person is elected chaicn1n as a result of the poll, he Ij 
shall be .chairman for the rest of the meeting. 

167. Proxies.-(1) Any member of a company entitled o attend and 
vote at a meeting of the company shaH be entitled to appoint a,1other. per,on 
(whether a member or not) as his proxy to attend and vote instead of him-
self; and a proxy so appointed by a member of a private company shall also 20 

have the same right as the member to speak at the meeting : 

Provided that, unless the articles otfl.erwise provide,-
'·· 

(a) this sub-section shall not apply in the case of a company not having 
a share capital ; 

(b) a member of a private compatty shall n0t be entitled to appoint 25 
more than one proxy to r.t:c.:d on the same occasion; and 

(c) a proxy shall not be entitled to vote except on a poll. 

. (2) In every notice calling a meeting of a company which has a share 
ClpHal, or the articles of which allow voting by proxy at the meeting. there 

30 shall appear with reasonable prominence a statement that a member entitled 
to attend and vote i~ entitled t.> appoint a proxy, or, where that is allowed, 
one or more proxies, to attend a:1d vote instead of himself, and that a proxy 
need not be a member. 

If default is made in complying with this sub-section as respects any 
m~eting, every officer of the company who is in default shall be_ punishable 3S 
Wtth fine which may extend to five hundred rupees. · 

. (3) Any provision co::ttained in the articles of a public company or of a 
pnvatc company whic'1 i.> a subsidiary of a public company shall be 
void .. in. so far as it would have the effect of requiring the instrum::nt 
appomtmg a proxy, or any other document necessary to show the 4a 
validity of or otherwise relating to the appointment of a proxy, to be received 
by the company or any other person m'lre th:111 forty-:!ight hours before the· 
meeting in order that the appointment may be etfl!ctive thereat. 

(4) If for the purpo$e of ar1y meeting of a company, invitations to appoint 
..as proxy a person or one of a number of persons specified in the invitations are 4S 
i'isued at the compaay's cxpt:nse to any member entitled to havl! a nctice 
-of the meeting sent to him anJ to v.><:l! th~re.lt bf pr<3xy , every officer of th~ 
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company who knowingly issues the invitations as aforesaid or authorises or 
permits their issue shall!be punishable with fine which may extend to one 
thousand rupees : 

Provided that an officer shall not be punishable under this sub-section by 
' reason only of the issue to a member at his request in writing of a form of 

appointment naming th prexy or of a list of rersons willing to act as pro
xies, if the form or list is available on request in writing to every member 
entitled to vote at the meeting by proxy. · 

(s) The instrument appointing a proxy shall-
Io (a) be in writing ; and 

(b) be signed by the appointer or his attorney duly authorised in writing 
or, if the appointer is a body corporate, be under its seal or be 
signed by an officer or an attorney duly authorised by it. 

(6) An instrument appointing a proxy, if in the form set out in Schedule 
I$ IX , shall not be questioned on the ground that it fails to comply with ·any 

special requirements specified for such instrument by the articles. 

(7) Every member entitled to vote at a meetin! efthe company or on 
any resolution to be moved thereat shall be entitled during tlle period begin
ning twenty-four hours before the commencement of the meeting and ending 

20 with the conclusion of the meeting, to inspect the proxies lodged, at any time 
during the business hours of the company, proYided not less than three days' 
notice in writing of the intention so to inspect ia given to the company. 

168. Voting to be by show of hands in first instance.-At any general 
meeting, a resolution put to the vote of th« meeting shall, unless a poll is. 

25 demanded under section 170, be decided on a show of hands. 

169. Chairman's declaration of result of Yoting by show of hands. 
to be conclusive.-A dechi1·ation by the chainnan in pursuance of section 
r68 that a resolution has been carried on a show of hands, or has been carried 
either unanimously or by a particular majority, or has been lost, and an en-

30 try to that effect in the books containing the minutes of the proceedings cf the 
company, shall be ccnclusive evidence of the fact, without proof of the num
ber or proportion of the votes recorded in favour of or against such reso
lution. 

170. Demand for poll.-(1) Before or on the declaration ofthe result 
35 of the voting on any resolution on a show of hands, a poll may be ordered to be 

taken by the chairman of the meeting of his own motion, and shall be ordered 
to be taken by him on a demand made by the person or perscns specified 
below, that is to say,-

45 

(a) in the ca'Se of a public comp~ny, by at least ~ve members hwing the 
right to vote on the resoluuon and present m person or by proxy, 
or 

(b) in the case of a private company, by one member having the right 
to vote on the resolution and present in person or by proxy if not 
more than seven such memcers are personally present, and by 
two such mtmtus present in rerson or by proxy if more than 
seven such memters are personally present, or 

(c) by any member or members present in person or by. proxy and 
representing not less than one-tenth of the total vottng power 
in respect of the resolution , or 
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(d) by any member or members present in person or by proxy and 
holding shares in the company conferring a right to vote on the 
resolution, being shares on which an aggregate sum has been 
paid up which is not less than one-tenth of the total ium paid up 
on all the 'hares conferring that right. $ 

(2) The demand for a poll may be withdrawn at any time by the person 
oQr persons ·who made the demand. . 

171. Time of taking poll.-{1) A· poll demanded on a question of 
adjournment sha 'J be taken forthwith. 

(2) A poll demanded on any other question (not being a question relating IO 
to~the ekction of a chairm'ltl which is provided for in section 166) shall be 
taken at such time (not being later than forty-eight hours from the time 
when the demand was made) as the chairman ni-ay direct. 

171.. Voting rights of members on a poll • .......:.On a poll, the voting rights 
<>fmembers, that is to say, of persons whose names stand entered for the time 1$ 
being in the register of members of the company, shall be as laid down in 
section 8o, and the votes may be given by the members themselves personally 
or by their proxies or by persons duly authorised by the members by a 
power of attorney. 

173· Members who have not paid calls etc. not to vote.-The 20 
articles of a company may provide that no member shall have any voting right 
in respect of any shares registered in his name on which any calls or other sums 
presently payable by him have not been paid or in regard to which the 
company has, and has exercised,•.any right of lien. 

174. Articles restricting voting right in other cases to be void.-A 
2

$ 
public company or a private company which is a subsidiary of a public 
c0mpany shall not prohibit any member from voting en the ground that he 
has not heiJ his share (or other interest) in the company for any specified period 
r:cceding the date on which the vote is taken, or on any other ground not 
being a ground set out in section 173· 

175. Right of member to use his votes differently.-On a poll 
taken ~t a m::eting of 3 comp 1cty, a m:::mber entitled to more than one vote, 

oQr his proxy, as th·! case m.1y b.!, need not, if he votes, use all his yotes _or 
cast in the same way all the votes he uses. 

30 

176. Scrutineers at poll.--(1) Where a pail is to be taken, the chair
man or th'O' meeting shall appcint two scrutineers to scrutinise the votes given 3' 
on the pull and to report thereon to him. 

(2) The chairman shall have power, at any time before the result of 
the poll is declared, to remove a scrutineer from office and to fill vacancies 
in the office of scrutineer arising from such removal or from any other cause. 40 

(3) Of the two scrutineers appointed under this section, one shall alW:lys 
be a memb~r (not being an cfficer or employee of the company) present at. 
the meeting, provi?ed such a member is available and willing to be appcinted. 

177. Manner of taking poll and result thereof.-{1) Subject to 
the provisions of this Act, the chairman of the meeting shall have power to 4$ 
regulate the manner in which a poll shall be taken. 

(2) The result of the poll shall be deemed to be the resolution of the meet
ing on the question on which the poll was taken. 
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178. Power of Court to order meeting to be c:alled.-(1) If for

any reason it is impracticable to call a meeting of a company other th~n an 
annual general meeting in any manner in which meetings of that company 
may be called or to hold or c.onduct the meeting of the company in the mt>.n
ner prescribed by this Act and the articles, the Court may, either cf its own 
motion or on the applicaticn cf any director of the company or of any 
member of the company who would be entitled to vote at the meeting,-

(a) order a meeting of the company to be called, held and ccnducted! 
in such manner es the Court thinks fit ; and 

(b) give such ancillary or consequential directions as the Court thinks 
expedient, including directions modifying or supplfmentir..g in 
relation to the calling, holding and ronducting of the meeting, the 
operation of the company's articles. 

Explanation.-The directions that may be given under this sub-section 
15 may include a direction that one member of the company present in persr.n 

or by proxy shall be deemed to constitute a meeting. 

20 

25 

(2) Any meeting called, held and conducted in accordance with any 
such order shall, for J.ll purposes, be deemed to be a meeting of the com
pany duly called, held and conducted. 

179. Representation of corporations at meeting of companies 
and of creditors.-{!) A body corporate (whether a company within the 
meaning of this Act or net), may-

(a) if it is a member of a company within the meaning ofthis Act,. 
by resolution of its directors or other governing body, autho
rise such person as it thinks fit to act as its representative at any 
meeting of the company, or at any meeting of any class of mem-
bers of the compan:y ; 

(b) if it is a creditor (including a holder of debmtures) of a com
pany within the meaning of 'this Act, by rewlution of its direc-

30 tors or other governing body, authorise such rerson as it thinks 
fit to al.'t as its representative at any meeting of 2ny creditors 
of the company held in pursuance cf this Act or of any rules 
made thereunder, or in pursuance of the provisions contained 
in any debenture or trust deed, as the case may be. 

35 (2) A person authorised by resolution as aforesaid shall be entitled, 
in respect of the matters and to the extent specified in the resolution, to 
exercise the same rights and powers (including the right to vote by proxy) 
on behalf of the body corporate which he represents as that body could 
exercise if it ~vere an individual shareholder, creditcr or holder cf debentures 

40 of that other company. 

180. Circ:ulatiO'n of members' resolutions.-{!) Subject to the 
provisions of this section, a company shall, on the requisition in writing of 
such number of members as is herein~fter specified and (unless the com
{kmy otherwise resolves) at the expense cf the rcquisitiC'nist[-

45 ( a) give to members of the company entitled to receive r.otice of 
the next annual general meeting, notice of r .oy resolution wr.ich 
may prorerly be moved md is intended to be mcved at th::lt 
meeting; 
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~ '-') circuhte to members entitled to have notice of any general meeting 
sent to them, any statementiof not more than one thousand words 
with respect to the matter Ieferred to in any proposed resolution 
or the business to be dealt with at that meeting. 

(2) The number of members necessary for a requisition under sub- S 
$CCii(:n {I) shall be -

(a) such number of members as represent not less than one-twentieth 
of the total voting power of all the ~embers h11ving at the cb.te 
of the requisition a right to vote on the resolution or business 
to w!'lich the requisition relates ; or IO· 

(b) not less than one hundred members having the right aforesaid 
and holding shares in the company on which there has been paid 
up an aggregate sum of not less t~an one lakh of rupees in all. 

(3) Notice of any such resolution shall be given, and any such state 
ment shall be circulated, to members of the · company entitled to have 
n:>tice of the meeting sent to them, by serving a copy of the resolution or 
statement on each member in any manner permitted for service of notice 
of the meeting ; and notice of any such resolution shall be given to any other 
member of the company by giving notice of the general effect of the resolution 
in any manner permitted for giving him notice of meetings of the company : 

Provided th!lt the copy shall be served, or notice of the effect of the 
resolution shall be given, as the case may be, in the same manner and, so 
far as practicable, at the same time as notice of the meeting and, where it is 
not practicable for it to be served or given at that time, it shall be served or 
given as soon as practicaQ)e thereafter. 

(4) A company shall not be bound under this section to give notice of 
any resolution or to circulate any statement unless-

(a) a copy of the requisition signed by the requisitionists (or two or 
more copies which between them contain the signatures of all 
the requisitionists) is deposited at the registered office ofthe 
company-:: 
(i) in the case cf a requisition requiring notice of a resolution, 

not less than six weeks before the meeting ; and 
(i•) in the case of any other requisition, not less than seven 

days before the meeting ; and 
(b) there is deposited or tendered with the requisition a sum rer SO.J.

ably sufficient to meet the company's expenses in giving < ft~c 
thereto : 

200 

Provided that if, .:'.ftcr a copy of a requisition requiring notice of a reso
lution has been deposited at the registered office of the company, an annual 401 
gener~l meeting is cJlled for a dare six weeks or iess after the copy has been 
deposited, the copy, although not deposited within the time required bv 
this sub-section, shall be deemed to have been properly deposited for the 
purposes therwf. 

(5) The company shall also not be bound under this section to cir- 45 
culate any statement if, on the application either of the company or of any 
other p.::rson who claims to be aggrieved, the Court is satisfied that the rights 
conferred by this section are 'being abused to secure needless publicity for 
deta~nat?ry matier ; and the Court may order tt e company's costs on an 
a_rp~catJ.on un.dcr this section to be paid i...1 who!e or in part by the requisi- sa 
t10rusts, not\n•hstanding th.at they are not parties to the· application. 
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(6) Notwithsta.Bding anything in the company's articles, the business 
which. may be dealt with at an annual general m.!eting shall include any re
solution of which notice is given in accordance with this section, and for the 
purposes of this sub-section, notice shall be deemed to have been so given, 

-s notwithstanding the accidental omission, in giving it, of one or more mem
bers. 

(7) If default is made in complying with the provisions of 
this section, every officer of the company who is in default shall be punish
able with fine which may extend to five thousand rupees. 

10 181. Ordinary and special resolutions.-(!) A resdution shall 
be an ordinary resolution when at a general meeting of which the 
notice required under this Act has been duly given, the votes cast in 
favour of the resolution (including the casting vote, if any of the 
chairman) by rrembers w~o. b~ing entitled so to do, vote in 

:15 person, or where proxies are allowed, by proxy, exceed the vot~s. if any, 
cast against the resolution by members so entitled and voting. 

(2) A resolution shall be a special resolution when-

(a) the intention to propose the resolution as a spechl resolution 
ha& been duly specified in the notice calling the general meeting, 

"'20 (b) the notice required under this Act has been duly given c.f the 
general rr.e·!ting, and 

(c) the votes cast in favour of the resolution by members who, being 
entitled so to do, vote in person, or where proxies are allowed, by 
proxy, are not less than three times the numl:>er of the votes, if any, 

""25 cast against the resolution by members so en:itled and voting. 

(3) For the purposes of this section, notice of a meeting sh.1ll be deem
ed to be duly given and the meeting to be duly held when the notice is given 
and the meeting is held in the manner provided by this Act. 

(4) Nothing contained in the foregoing sub-~ections shall aff~ct the 
30 right to vote on ordinary or sp ~cial resolutio:.1s or both given to any person, 

not being a shareholder, by any contract (not being a contract relating to 
the right to manage any of the affairs of th~ company) entered into with 
such, person by the company before. the commencement of this Act. 

18.z. Resolutions requiring special notice.-(x) Where, by any pro
vision contained in this Act or in the articles, special notice is required of 
any resolution, notice oftt-.e int.!ntion to move the resolution shall be given 
to the company not less than twenty-eight days before the meeting at 
which it is to be moved, exclusive of the day on which the notice is served 
or deemed to be served and the day of the meeting. 

40 (.z) The company shall give its members ~oti~e of anr such resolu~on 
at the same time and in the same manner as It gtves notlce of the meetmg 
or, if that is not practicable, shall give them notice thereof, either by 
advertisement in a newspaper having an appropriate circulation or in any 
other mode allowed by the articles, not less than twenty-one days before 

4S the meeting. 

(3) If, after notice of the intention to move such a resolution has 
been given to the company, a me~ting is called for· a date twenty-eight days 
or less after the notice has been given, the notice, though. not given within 
the time required by this section, shall be deemed to have been properly 

50 given for the purposes thereof. 
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"183. Resolutions passed at adjourned meetings.- Where a reso
lution is passed at an adjourned meeting of-

(a) a company ; or 
(b) the holders of any class of shares in a company ; or 
(c) the directors of a company ; S 

the resolution shall, for all purposes, be treated as having been passed on 
the date on which it was in fact passed, and sb.all not be deemed to have been 
passed on any earlier date. 

184. Registration and copies of cert3in resolutions and agree
ments.-(z) A copy of every resolution or agreement to which this sec- 10 
tion applies shall, within fifteen days after the passing or making thereof, 
be printed or typewritten and duly certified under the signature of an 
-officer of the company and filed with the Registrar who shall record tb.e. 
same. 

(2) Where articles have been registered, a copy of every such resolu- IS 
tion or agreement for the time being in force shall be embodied in or 
annexed to every copy of the articles issued after the passing of the resolution 
or the making of the agreement. 

· (3) Where articles have not b.!en registered, a printed copy of every 
such resolution or agreement shall be forwarded to any member at his 20 
·request, on payment of one rupee. 

(4) This section shall apply to-

( a) special resolutions ; 
(b) resolutions which have been agreed to by all the members of a 

company, but which, if not so agreed to, would not have been 25 
effective for their purpose unless they had been passed as special 
resolutions; 

(c) any agreement relating to the appointment, re-appointment or 
renewal of the appointment of a managing agent for a company, 
or varying the terms of any such agreement, executed by the 30 
company; 

(d) resolutions or agreements which- have been agreed to by all the 
members of any class of shareholders but which, if not 
so agr~ed to, would not have been effective for their purpose 
unless they had been pass!d by some particular majority 35 
or otherwise in some particular manner, and all resolutions or 
agreements which effectively bind all the members of any class 
of shareholders though not agreed to by all those members ; 

(e) resolutions requiring a c()mpany to be WlU'1.i up VllU'1.tarily 
passed under sub-section (1) of section 450. 40 

(5) If default is made in complying with)ub-section (1), the company, 
and every officer of the company who is in default, shall be punishable 
with fine which may extend to twenty rupees for every day during which 
the default continues. 

(6) If in complying with sub-section (2) or (3), the company, and 4S 
every officer of the company whQ is in default, shall be punishable with 
fine which may extend to ten rupees for each copy in respect of which 
.default is made. 
48 M of Law. 
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· (7) For the purposes of sub-sections· (5) and (6), a liquidator of the 
company shall be deemed to be an officer of the company. 

· 185. Minutes of proceedings of general meetings and of directors" 
meetings etc.-(1) Every company shall cause mhmtes of all proce;!dings 

5 of grneral meetings, and of all proceedings at meetings of its directors or of 
committees of its directors, to be entered in books kept for th~t purpose. · 

(2) The minutes of each meeting shall contain a fair and correct sum
mary of the proceedings thereat, and in particular, of all material ques
tions asked 1 or comments made at the meeting. 

1 J (3) All appointments of officers made at any of the meetings aforesaid 
shall be included in the minutes of the meeting. 

15 

(4) In the case of a meeting of the directors o:- of a co.illnittee o: the 
directors, the minutes shall also contain-

(a) the names of the directors present at the meeting, and 

(b) in the case of each resolution pass:d at the meeting, the nJme 
of the directors, if any, dissenting from, or no:: co::tcurrinJ in· 
the resolution. · 

(5) Nothing contained in sub-sections (1) to (4) snail be deemed to 
require the inclusio::t in any such minutes of any matter which, in the opinion 

20 of the chairman of the meeting-

(a) is or could reasonably be regarded as defam1tory of any perso::t, or 
(b) is irr;:levant or immaterial to the proceedinJ;;, or 
(c) is detrimental to the interests of th.e company. 

Explanation.- The chairman shall exercise an absolute discretion in 
25 regard to the non-inclusion of any matter in .the minutes - on the grounds 

specified in sub-section (5). 

(6) If default is made in complying with the foregoing provisions of this 
section in respect of any- meeting, the company, and every officer of the 
company who is in default, shall be punishable with fine which rna; extend 

30 to fifty rupees. 

· 186. Minutes to be evidence of proceedings.-Any such :minute. 
if purporting to be signed by the chairman of the meeting at which the 
proceedings took place or by the chairman of the next succeeding 
me~ting, shall be evidence of the proceedings. 

35 187. Presumptions to be drawn where minutes duly drawn and 
signed.-Where minutes of the proceedings of any general m;:eting of 
the company or of any meeting of its din:ctors or of-a committee of its 
directors have been made and signed in accordance with the provisions 
of sections 185 and 186, then, until the contrary is proved, the meeting shall 

40 be deemed to have been duly called and held, and all proceedings 
thereat to have duly taken place ; and in particular all appointments of· 
directors or liquidators made at the meeting shall be deemed to be valid. 

188. Inspection of minute books .of. general meetings.-( I~ The 
books containing the minutes of the procccdmgs of any general meetmg of 

45 a company held on or after 15th day of January 1937 shall-
(a) be kept at the registered office of the company, and 
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(h) be open, during business hours, to the inspection of any m ;mber 
without charge, subject to such reasonable restriction'! a'! the 
company may, by its articles or in general meeting impo>e, so 
however that not less than two hours in each d·:1y are allowed 
for inspection. 5 

(2) Any member shall be entitled to be furnished, within seven days 
after he ha~ made a request in that behalf to the company, ~ith a copy of 
a..y minute~ r• :erred to in sub-seetio~l (1), o·1 p.1ymen1.: of s1x . an'la~ for 
every one hundred words or fractional part thereof reqwred to be 
copied. 10 

(3) If any inspection require~ unde~ sub-secti~::1 (1) is !e~used, o~ if 
any copy required under sub-sectwn (2) 1s no: furrushed w1thm th~ tu~e 
specified therein, the company, and every officer _of the co:npany wno 1s 
in d..:fault, shall be purishablc with fine whkh m ty extend to_ five 
hundred rupees in respect of e..tch offence. 1.5 

(4) In the case of any such refusal or default, the Co.1rt m:1y, by order, 
compel an immediate inspection of the minute bo.:>ks or direct that the copy 
required shall forthwith be sent to the perso::1 requiring it. 

189. Publication of reports of proceedings of general meetings.-
(!) No document purporting to be a report of the proceedings of any general 20 
meeting of a co:np.my shall be circulated or advertised at the expense of the 
company, unless ir includes the m.mers required by sectio~1 185 to be CO:l
tained in the minutes of the proceedings of such meeting. 

(2) If any report is circuhte'\ or advertisei in co:uravention o: sub
section (I), the comp.my, a1d eve.-/offi:er of th~ co:npa'ly wh >is in defa·Jlt, 25 
shall be punishable, in respect o: each offence, with fin~ w:1ich may extend 
to five hundred rupees. 

Dividends and manner and time of payment thereof 

190. Dividend to be paid only out of profits.-No dividend shall, 
be paid in respect of any financial year oth'!rwise than out of th~ profits 

30 of that year or th.! undistributed profits of previous fina 1ci :1 years. 
• Explanation.-Nothing in this section shall be d· emed to aff;!Ct in any 

manner the operation of section 193· 

191. Dividend not to be paid except to registered shareholders 
or to their order or to their bankers.-( I) No dividend shall be paid by a 
company in respect of any share therein except to th<! registered holder of such 3~ 
share or to his order or to his bankers. 

(2) No:hing contained in sub-section (1) shall be decm:!d to require the 
bankers of the registered shareholder to make a separate application to the 
company for the payment of the dividend. 4C 

19.z. Penalty for failure to distribute dividends within three 
months.-Wh•::re a dividend has been declared by a company, but h1~ not 
been paid within three months from the date of the declaration to any sh'lre
holder entitled to the payment of the dividend, every director ofth•! company 
its managing agent, or where the managing agent is a firm or body corpo-

45 ra-.c, ~very partner in the firm and every director of the body corporat•.: sh11l 
if he is. kno:vingly_a party to the non-payme~t of the dividend, be punish~ 
able wnh s1mplc imprisonment for a term Wh1Ch may extend to seven days 
and shall also be liable to fine : 
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Provided that no offence shall be deemed to hwe been c::>mcnitted within 
the meaning of the foregoing provision in the following cases, namely :-. 

(a) where the dividend could not be paid by reason of the operation of 
any law; 

S (b) where a shareholder has given directions to th<! company regarding the 
payment of the dividend and those directions cannot be complied with; 

(c) whi!re there is a dispute regarding the right to receive any dividen·d. 

Payments Of interest·. out of capital 

193· Power of company to pay interest out of capital in certain 
ro cases.-(r)Where any shares of a company are issued for the purpose of rais

ing money to defray the expenses of t,e construction of any work or building 
or the provision of any plant, which ,,;annot be made profitable for a lengthy 
period, the company may-

.._. 
(~ pay i11terest on so much of that share capital as is for the time bein5 

paid up, for the period and subject to the conditions and restrictions 
mentioned in sub-sections (2) to (7) ; and 

(b) charge the sum so paid by way of interest, to capital as p1rt of the 
cost of construction of the work or building, or the provision of 
plant. · 

20 (2) No such payment shall be made unless it is authorised by the articles 
or by special resolution. 

(3)_No such payment, whether authorised by the articles or by special 
resolution, shall be made without the previous sanction of the Central G;:>vern-
ment. 

25 
The grant of such sanction shall be conclusive evidence ,for the purposes 

of this: section, that the shares of the company, in respect of which such 
sanction is given, have been issued for a purpose specified in this section. 

(4) Before sanctioning any such payment, the Central Government may, 
at the expense of the company, appoint a person to inquire into, and report to 
the Central Government on, the circumstances of the case, and may, before 30 making the appointment, require the company to give security for the payment 
of the costs of the inqui~'· 

(5) The payment shall be made only for such period as may be deter
mined by the Central Government ; and that period shall in no case extend 

35 beyond the close of the half-year next after the half-year during which the work 
or building has been actually completed or the plant provided. 

(6) The rate of interest shall in no case exceed four per cent per annunr 
or such other rate as the Central Government may, by notification i.T'l the 
Official Gazette, direct. 

40 (7) The payment of the interest shall not operate as a reduction of the 
amount paid up on the shares in respect of which it is paid. 

(8) Nothing in this section shall affect any company to which the Indian 
Railway Companies Act, 1895 (X of 1895), or the Indian Tramways Act, 
1902 (IV of 1902), applies. 
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Account 

194· Books to be kept by company and penalty for· not keeping 
proper books.-(I) Every company shall cause to be kept, at its registered 
office or at such other place in India as the directors think fit, proper books of 
account with respect to-

(a) all sums of money received and expended by the company and the S 
matters in respect of which the receipt and expenditure take place; 

(b) all sales and purchases of goods by the company ; 
(c) the assets and liabilities of the company. 

(2) Where a company has a branch office, whether in or outside India, the 
company shall be deemed to have complied with the provisions of sub-section 10 
(I), if proper books of account relating to the transactions effected at the b:anc'1 
office are kept at tlut office and proper summ uised returns, made up to dates 
at intervals of not more than three months, are sent by the branch office 
to the company at its registered office o:: the other place referred to in 
sub-section (I). 15 

(3) For the purposes of sub-sections (I) and (2), proper books oh·::count 
shall not be deemed to be kept with respect to the matters specified therein 
if there are not kept such books as are necessary to give a true and fair view of 
the state of the affairs of the company or branch office, as the case may be, and 
to explain its transactions. 20 

(4) The books of account shall at all times be open to inspection by any 
director. 

(5) If any of the persons r~(crred to in sub-section (6) fails to take all 
reasonable steps to secure compliance by the company with the requirements 
of this section, or has by his own wilful act been the cause of any default 25 
by th! company thereunder: he shall, in respect of each offence, be punish
able with fine which may extend to one thousand rupees : 
P.-.-,·,rijd tha: in any pNce~dings against a p!rson in r~spect of an of
fence under this section consisting of a failure to take reasonable steps to 
secure complianc.~ by the company with the requirements of this section, it 30 
shall be a ddt>nce to prove that he had reasonable ground to believe and did 
believe that a competent and reliable person was charged with the duty of 
seeing that those requirements were complied with and was in a position to 
discharge that duty. 

(6) The persons referred to in sub-section (5) are the following, namely:

(a) where the company has a managing agent, such m~maging agent 
(b) where such managing agent is a firm, every partner in the firm, 
(c) where such managing agent is a body corporate, every director of 

such body, and 
(d) where the compan.y has no managing agent, every director of the 40 

company. 

195· Annual accounts and balance sheet.-( I) At every annual general 
meeting of a co:npany held in pursuance of section I 59, the directors of the 
company shall lay before the company -

(a) a balance sheet as at the end of the period specified in sub-section 45 
(3) ; and 

(b) a profit and loss account for that period. 
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. (2) In the case of a company not carrying on business. for profit, an 
mcome and expenditure account shall be laid before the company at its 
annual general meeting instead of a profit and loss account, and all refer
ences to the" profit and loss account"," profit" and" loss" in this section 
and elsewhere in this Act, shall be construed, in relation to such a company, 
as references respectively to the " income and expenditure 2ccount," "the 
excess of income over expenditure," and "the excess of expenditure over 
income". · 

(3) The profit and loss account shall-

( a) in the case of the first annual general meeting of the company, re
late to the period beginning with the incorporation·ofthe company 

.and ending with a day which shall not be earlier than the day of the 
meeting by more than nine months ; and 

(b) in the case of any subsequent annual general meeting of the corr.
pany, relate to the period beginning with the day immedio.tely 
after the period for which the account was last submitted and end
ing with a day which shall not be earlier than the day of the meeting 
by more than nine months, or in cases where an extension of ttme 
has been granted for holding the meeting under the proviso to -
sec.tion 159 (1) (c), by more than nine months and the extensior! so 
granted. 

t4) The period to which the 2ccount aforeEaid relates is referred to in 
this Act as a " financial year " and it may be less or more than a calendar year, 
but shall not exceed fifteen months : 

25 Provided that it may extend to eighteen months where special permission 
has been granted in that behalf by the Registrar. 

(5) If any person, being a director of a company, fails to take all reasonable 
steps to comply with the provisions of this section, he shall, in respect of each 
offence, be punishable with imprisonment for a term which may extend to si."< 

30 months or with fine which may extend to one thousand rupees or with both : 

Provided that in any proceedings against a person in respect of an offence 
under this section, it shall be a defence to prove that he had reasonable 
ground to b~lieve and did believe that a competent and reliable person 
was charged with the duty of seeing that the provisions of this section were 

35 
complied with and was in a position to discharge that duty: 

Provided further that no person shall be sentenced to imprisonment for any 
such offence unless it was committed wilfully. 

196. Form and contents of balance sheet and profit and loss 
account.-( I) Every balance sheet of a company shall give a ~rue and fair view 
of the state ofaff,1irs of the company as at the end of the financtal year and shall, 

40 subject to the provisions of sub-section<; (3) and (4), be in the form set out in 
Part I of Schedule VI, or as near thereto as circumstances admit. 

(2) Every profit and loss account of a company shall give a true and fair 
view of the profit or loss of the company for the financial year and shall, sub-

45 ject as aforesaid, comply with the requirements of Part II of Schedule VI, 
so far as they are applicable thereto. 

(3) The Central Government may, by notification in the Official Gazede, 
exempt any company or class of companies from compliance with any of the 
requirements in Schedule VI if, in its opinion, it is necessary to grant the 

.;o exemption in the national interest. 
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Any such exemption may be granted either unconditionally or subject to 
such conditions as may be specified in the notification. , 

(4) The Central Government may, on the application or with the consent 
of a company's directors, by order, modify in relation to that company any of 
the requin ments of this Act as to the matters to be stated in the company's s 
b;.tlance sheet or profit and loss account for the purpose of adapting them to the 
ci cumstances of the company. 

t5) The balance sheet and the profit and loss ~ccount of a company shali 
not be trc:1ted :~s not disclosing a true and fair view of the state of affairs of 
the company, merely by reason of the fact that they do not disclose- IO 

(i) in the C<Jse of a banking company, any matters which are not 
required to be disclosed by the Banking companies Act, 1949 
(X of 1949), · 

Ui) in the case of an insurance company, any matters which are not 
required to be disclosed by the Insurance Act,1938 (IV of 1938), I) 

(iii) in the a~se of any other company, any matters which are not 
required to be disclosed by virtue of the provisions cortained 
in Schedule VI or by virtue of a notification issued under 
sub-section (3) or an orcer issu·:d under sub-section (4) ; 

( 6) For the purposes of this section, except where the context otherwise 20 
require:-, any reference to a balance sheet or profit and loss account shall in· 
elude any notes thereon or documents annexed thereto, giving information 
required by this Act, and allowed by it to be given in the form of such notes or 
documents. V 

(7) If any such person as is referred to in sub-section (6) of section 194 25 
fails to take all reasonable steps to secure compliance by the company, as res
pects any accounts laid before the company in general meeting, with the pro
visions of this section and with the other requirements of this Act as to the 
matters to be stated in the accounts, he shall, in respect of ~ch offence, be 
punish::lble with imprisonment for a term which may extend to six months or 30 
with fine which may extend to one thousand rupees, or with both : 

Provided that in any· proceedings against a person in respect of an offence 
under this section , it shall be a defence to prove that he had reason
able ground to believe and did believe that a competent and reliable person 
was charged with the duty of seeing that the provisions of this section were 35 
complied with and was in a position to disch'll'ge that duty: 

Provided further that no person shall be sentenced to imprisonment for 
any such offence unless it was committed wilfully • 

. 197· Balance sheet of holding company to include certain parti• 
culars as to its subsidiaries.-{!) There shall be attached to the balance 40 
sheet of a holding company having a subsidiary or subsidiaries at the end ofthe 
financial year as at which the holding company's balance sheet is made out, the 
following documents in respect of such subsidiary or of each such subsidiary, 
as the case may be :-

(a) a copy of the balance sheet of the subsidiary ; 
(b) a copy of its profit and loss account ; 
(c) a copy of the report of its directors ; 
(d) a copy of the report of its auditors ; 

45 
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(e) a statement of the holding company's interest in the subsidiary as 
specified in sub-section (3) ; 

(f) the statement referred to in sub-section \s), if any ; and 

(g) the report referred to in sub-section (6), if any. 

5 (2) (a) The balance sheet referred to in clause (a) of sub-section (I) shaH 
be made out, in accordance with the requirements of this Act, as at the end of 
the financial year of the subsidiary next before the day as at which the holding 
company's balance sheet is made out. 

(b) The profit and loss account and the directors' and auditors' reports 
10 referred to in clauses (b), (c) and (d) of sub-section (I) shall be made out, in 

accordance with the requirements of this Act, for the financial year cfthe sub-
sidiary referred to in clause (a). . 

(c) The financial year aforesaid of the subsidiary shall end on a day which 
is not earlier than six months from the day on which the holding company's 

15 financial year ends. 

(d) Where the financial year of a subsidiary is shorter in duration than 
that of its holding company, references to the financial year of the subsidiary 
in clauses ta), (b) and (c) shall be construed as references to two or more financial 
years of the subsidiary the duration of which, in the aggregate, is not less than 

20 the duration of the holding company's financial year. 

(3) The statement referred to in clause (e) of sub-section (I) shall specify 
-(a) the extent of the holding company's interest in the subsidiary 
at the end of the financial year or of the last of the financial years of 
the subsidiary referred to in sub-section (2) ; 

25 (b) the net aggregate amount, so. far as it concerns members of the-
holding company and is not dealt with in the company's 
accounts, of the subsidiary's profits after deducting its losses (or 
vice versa )-

~0 

35 

(t) for the financial year or years of the subsidiary aforesaid ; and 

(ii) for the previous financial years of the subsidiary since it 
became the holding company's subsidiary ; 

(c) the net aggregate amount of the profits of the subsidiary after 
deducting its losses (or vice versa)- . 

(i) for the financial year or years of the subsidiary aforesaid ; and 

(ii) for the previous financial years of the subsidiary since it 
became the holding company's subsidiary ; 

so far as those profits are dealt with, or provision is made for those losses, 
in the company's accounts. 

(4) Clauses (b) and (c) of sub-section (3) shall apply only to profits and 
losses of the subsidiary which may properly be treated in the holding com-

40 pany's accounts as revenue profits or losses, and the profits or losses attribu
table to any shares in a subsidiary for the time being held by the holding 
company or any other of its subsidiaries shall not (for that or any other 
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purpose) be treated as aforesaid so far as they are profits or losses for the 
period before the date on or as fro:..n which the shares were acquired by the 
company or any of its subsidiaxies, except that they may in a proper case be 
so treated where-

(a) the company is itself the subsidiary of another body corporate ; s 
(b) the shares were acquired fro·n that body corporate or a subsidiary 

ofit ; 

and for the purpose of determining whether any profits or losses are to. be 
treated as profits or losses for the saic' period, the profit or loss for any 
financial year of the subsidiary may, if it is not practicable to apportion it IO 
with reasonable accuracy by reference to the facts, be treated as accruing 
from day to day during that year and be apportioned accordingly. 

(5) Where the financial year or years of a subsidiary referred to in sub
section (2) do not coincide with the financial year of the holding company, a 
statement containing information on the following matters shall also be IS 
attached to the balance sheet of the holding company :-

(a) whether there has been any, arid, if so, what change in the holding 
company's interest in the subsidiary between the end of the 
financial year or of the last of the financial years of the subsidiary 
and the end of the holding company's financial y~ar ; 

(b) details of any material changes which have occurred between the 
end of the financial year or of the last of the financial years of 
the subsidiary and the end the holding company's financial year in 
respect of-

(•) the subsidiary's fixeq assets ; . .. 
(ii) its investments ; ' 
(iit) the moneys lent by it ; 
(iv) the moneys borrowed by it for any purpose other than that of 

meeting current liabilities. 
(6) If, for any reason, the directors of the holding company are unable to 30 

obtain information on any of the matters required to be specified by 
sub-section (4), a report in writing to that effect shall be attached to the 
balance sheet of the holding company. 

(7) The documents referred to in clauses '(e), U) and (g) of sub-secLion 
(1) shall be signed by the persons by whom the balance sheet of the holding 35 
company is required to be signed. 

(8) The Central Government may, on the application or with the 
consent of the company's directors, direct that in relation to any subsidiary, 
the provisions of this section shall not apply or shall apply only to such 
extent as may be specified in the direction. 

40 
. (9) If any such person, as .is referrl!d to ~n sub-secti<;>~ (6) of section 194 

f..u.ls to take all reasonable steps to comply wnh the prov1stons of this section, 
he shall, in respect of each offence, be punishable with imprisonment for a 
term which may extend to six months, or with fine which may extend to one 
thousand rupees, or with both : 
Provided that in any proceedings against a person in respect of an offence 
under this section, it shall be a defence to prove that he had reasonable 
ground to believe and did believe that a competent and reliable person was 
charged with the duty of seeing that the provisions of this section were 
complied with and was in a position to discharge that duty : 

4S 

so 
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Provided further that no person shall be sentenced to imprisonment for such 
an offence unless it was committed wilfully. 

198. Financial year of holding company and subsidiary.-{!) 
Where it appears to the Central Government desirable for a holding 
company or a holding company's sub3idiary, to extend its fimncial year so 

5 that the subsidiary's financi 1l year may end with that of tLe holding company, 
and for that purpose to postpone the submission of the relevant accounts to a 
general mee1in.g, the Central Government m.<•.y, on the application or with the 
consent of the directors of the company whose financial year is to be extended, 

10 direct that in the case ofthat company, the submission of accounts to a general 
meeting, the holdi:.1g of an annud general meeting or the making of an annual 
return, sh:,jl not be required to be subrr itted, held or made, earlier than the 
dates specified in the direction, notwithstanding mything to the contnry in 
this Act or in any other Act for the time being in force. 

(2) The Centr2l Government shall, on the application of the directors of 
15 a holding compa."'l.y or a holding, company's subsidiary exercise the powers 

conferred on that Government by sub-section (1) if it is necessary so to do, in 
order to secure that the end of the financial year of the subsidiary is not earlier 
than six months from that of the holding company's financial year, where that 
is not the case at the commencement of this Act, or at the date on which tLe 

20 relationship of holding company and subsidiary comes into existence, iflater. 
'199. Rights of holding company's representatives and mem

bers.-{!) A holding company may, by resolution, authorise representatives 
named in the resol4tion to insp:::ct the books of account kept by any of its sub-

25 sidiari~s ; and the books of account of any such subsidiary shall be open to 
inspection by those representatives at any time during business hours. 

(2) The rights conferred by section 220 upon members of a company 
may be exercised, in respect of any subsidiary, by members of the holding 
company as if they alone were members of the subsidiary. 

200. Authentication of balance sheet and profit and loss account.-
30 (1) Save as provided by sub-section (2), every balance sheet and every profit 

and loss account of a company shall be signed on behalf of the board of 
directors-

35 

40 

(•) in the case of a banking company, by its managing agent, manager 
or secretary, if any, and where there are more than three 
directors of the company, by not kss than three of those directors 
(one of whom shall be a managing director, where there is one) 

and where there are not more than three directors, by all the 
directors ; 

lai) in the case of any other company, by its managing agent, 
manager or secretary, if any, and by not less than two directors 
of the company one of whom shall be a managing director where 
there is one. 

(2) When the total number of directors of the company for the time being 
45 in India is less than the number of directors whose signatures are required by 

sub-section (1), then, the balance sheet and the profit and loss account shall be 
signed by all the directors for the time being in India, or, if there is only one 
director for the time bcin~ in India, by such director; but in such a case there 
shall be attached to the balance sheet and the profit and loss account a state
ment signed by such directors or director explaining the reason for non-

50 compliance with the provisions of sub-section (1). 
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(3) The balance sheet and the profit and loss account shall be approvd by 

the board of directors before they are signed on behalf of the board in 
a.:.::Jrdn..;e with t:l! provi>bn> of this sec:ion and bef..,re they are sub:ait-
ted to the auditors for their report thereon. . 

201. Accounts to be annexed and auditors' report to be attached 5 
to balance sheet.-Tne profit and loss account shall b;: annexed to the 
b.llance sheet and the auditors' report shall be attached ther~to. 

202. Directors' report.-(r) There shall be attached to every balance 
sheet l<1id before a company in general meeting, a report by the directors wit.h 
respect to- ro 

(a) the state of the company"s affairs ; 
(b) the amounts, if any, which they propose to carry to any Reserve 

Fund either in such balance sheet or in a subsequent balance 
· sheet ; aad : ' . 

(c) the amount, if any, which they recomm~nd should be pJ.id, by way 15 
of dividend. 

(2) The said report shall, so far as is material for the appreciation of the 
sta:c of the company's affairs by its members and will not in the directors' 
opinion lx: harmful to the business ofthc compa:..1y or of any of its subsidiaries, 
d~al with any chan~es which have occurred during the financial year- - 20 

(a) in the nature of the company's buc;iness ; 
(b) in the company's subsidiaries or in the nature of the busineu carried 

on by them ; and -
(c) generally in the classes of business in which the company has an 

interest, whc•her as a ~ember of another company or oth•.!r Ni'>e. 25 
(3) The directors shall also be bound to give the fullest inf»rmatba and 

explanations in their report aforesaid on every reservation, qualification or 
adverse r~mark contained in the auditors' report. 

(4) The directors' report may be signed by the chairman of the board of 
directors, if, and only if, he is authorised in that behalf by the dirl!ctors. 30 

(5) If any person, being a director of a company, fails to take all reasonable 
steps to comply with the 1 rovisions of sub-sections (1) to (3), or b~h1g the 
chairman signs the dire..:lors' report otherwise than in conformity with the 
provisions of sub-section (4), he shall, in respect of each offence, be punish
able with imprisonment for a term which m 1y extend to six m:>nthc;, or with 35 fine which may ext<:nd to two thousand rupees, or with both : 

ProvideJ that no person shall be sentenced to imprisonment for any such 
offence unless it was co::t:nitted wilfully. 

203. Penalty for improper issue, circulation or publication of 
balance sheet or profit and loss account.-(a) If any copy of a 
b. lance sheet or profit and loss account which has not been signed as re- 40 

quired by section 200 is issued, circulated or published ; or 
(b) if any copy of a balance sheet is issued, circulated or published with

out there being annexed or attached thereto, as the case may be, a copy each 
of(i) the profit and loss account, (it) any accounts, reports or statements which, 
by virtue of section 197, are required to be attached thereto, (iit) the auditors' 45 
report, and (iv) the directors' report referred to in section 202; 

the company, and every officer of the company who is in default, shall be 
,punishable with fine which may extend to five hundred rupees. 
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zo4. Right of member to copies of balance sheet and auditors' 
report.-{ I) A copy of every balance sheet (including the profit and loss 
account, the auditors' report and every other document required by law 
to be annexed or attached thereto, as the case may be) which is to be laid 

5 before · a company in general meeting shall, I\Ot less than twenty-one days 
before the date of the meeting, be sent to every member of the company 
(whether he is or is not entitled to have notices of general meetings of the 
company sent to him), every trustee for the holders of debentures of the 
company (wh ~ther he is or is not so entitled) and all persons other than 

10 such members or trustees, being persons so entitled : 

IS 

20 

25 

30 

Provided that-

(a) in the case of a company not having a share capital, this sub-section 
shall not require the sending of a copy of th<! documents aforesaid 
to a member of the company who is not entitled to have notices. 
of general meetings of the company sent to him or to a holder of 
debentur~s of the company who is not so entitled ; 

(b) this sub-section shall not require a copy of those do:um~nts to be 
sent-

(t) to a member of the company or a holder of debentures of 
the company, being in either ca<>e a person who is not entitled 
to have notices of general meetings of the company sent to hi~n 
and of whose address the company is unaware ; 

(ii) to more than one of the joint holders of any shares or debentures 
none of whom are entitled to have such notices s~nt to them; or 

(iit) in the case of joint holders of any shares or debentures some 
of wh0m are and some of whom are not entitled to have such 
notices sent to them, to those who are not so entitled; and 

(c) if the copies of the documents aforesaid are sent less th1n twenty
one days before the date of the meeting, they shall, notw~thstanding 
that fact, be deem~d to have been duly sent if it is so agreed by all 
the members entitled to vote at the meeting. 

(2) Any member of a company, whether he is or is not entitl.!d to have 
copies of the company's balance sheet sent to him, and any holder of deben
tures of the company, whether he is or is not so entitled, shall, on demand, be 

35 entitled to be furnished without charge, with a copy of the last balance sheet 
of the company, including every document required by law to be annexed or 
attached thereto, as the case may be, including th~ profit and loss account 
and the auditors' report. 

(3) If default is made in complying with sub-section.(I), the w:n;:>any, 

40 and every officer of the company who is in default, shall be punishable with 
fine which may _extend to five hundred rupees. 

(4) If, when any person makes .a demand. for a copy of ~y document 
with which he is entitled to be furmshed by virtue of sub-section (2), default 
is made in complying with the demand within seven days after the making 

45 
thereof, the company, and every officer of the company who is in default, 
shall be punishable with fine which may extend to five hundred rupees unless. 
it is proved that that person had already made a demand for and been 
furnished with a copy of the document. 

The Court may also, by order, direct that the copy demanded shall 
50 forthwith be furnished to the person concerned. 
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(5) Sub-sections (1) to (4) shall not apply in relationtoa balance sheet of 
a private company laid before it before the commencement of this /_ct 
and the right of any person to have sent to him or to be furnished with a copy 
of any such balance sheet, and the liability of the company in respect of a 
failur: to satisfy that right, shall be the same as they would have been if this s 
Act bad not been passed. 

205. Three copies of balance sheet etc. to be filed with Regis
trar.-( I) After the balance sheet and the profit and loss account have been 
laid before a company at the annual general meeting as aforesaid, there shall 
be filed with the Registrar at the same time as the copy of the annual return 10 
referred to in section 154-

(a) in the case of a public company, three copies of the balance sheet 
and the profit and loss account, signed by the managing director, 
managing agent, manager or secretary of the company, or if there be 
none of these, by a director of the company, together with three 15 
copies of all documents which are required by this Act to be an
nexed or attached to such balance sheet or profit and loss 
account ; 

(b) in the case of a private company, three copies of th.! balance sheet 
certified to be true copies by the company's auditors together with 20 
the auditors' report in so far as it relates to the balance sheet. 

(2) If the annual general meeting of a public or private company before 
wbkh a balance sheet is laid as afo,esaid does not adopt the balance sheet, a 
stattment cfthat fact and of the reasons therefor shall be annexed to the bat::. 
ance sheet and to the copies thereof required to be filed with the Registrar. · 25 

(3) If default is made in complying with the requirements of sub
fections (1) and (2), the company and, every officer of the company who 
is in default, shall be liable to the like punishment as is pr()vided by section 
155 for a default in complying with the provisions of sections 152, 153 and 154· 

206. Duty of officer· to make disclosure of payments etc.-(1) 3° 
Where any particulars or information is required to be given in the balance she-~t 
or profit and loss account of a company or in any document required to be 
annexed or attached thereto, it shall be the duty of the concerned officer 
of the company to furnish without delay to the company, a..1d also to an 
auditor, whenever he so requires, those particulars or that information in as 35 
full a manner as possible. 

(2) Where the officer concerned is the managing agent and such agent is a 
firm or body corporate, the duty afore5aid shall extend to every partner in the 
firm and to (;Very director of the body corporate. 

(3) The particulars or information referred to in sub-section (1) , may 40 
relate to payments made to any director, managing agent, or other person by 
any other company, body corporate, firm or person. -

(4) If any person knowingly makes default in performing the duty cast 
on ~im by the foregoing provisions of this section, he shall be punishable with 
imprisonment which may extend to tix months, or with fine which may ex- 45 
tend to five thousand rupees, or with both. 
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207. Construction of· references to documents annexed to 
acc::ounts.-References in this Act to documents annexed or required to be 
anoexed to a company's accounts or any of them shall not include th'! direc
tors' report or the auditors' report or any docum'!flt attached or required to 

s be attached to these accounts : 

Provided that any information which is required by this Act to be given in 
the accounts, and is allowed by it to be given in a statement annexed to thi! 
accounts, may be given in the directors' report instead of in the accounts and if 

· any such information is so given, the report shall be annexed to the accounts an l 
IO this Act shall apply in relation thereto accordingly, except that th~ 

auditors ~hall r~port thereon only in so far as it gives th<! said information. 

208. Certain companies to publish statement in form E in 
Schedule X.-(1) Fvery company beinv an insurance company or a deposit, 
provident or benefit society, shall, before it commences business anl aho on 

15 the first Monday in February and the first Monday in August in e·-;ery year 
during which it carries on busine3s, m1ke a statem!n! in FormE in Sched·.1le 
X, or as near thereto as circumstances admit. 

(2) A copy of the statement, together with a copy of the last audired 
balanc~~ sheet laid before the members of the company shall be displayed and 

20 until the display of the next following statement, shall be kept di<>played, in 
a conspicuous place in the registered office of the company, and in eveiy branch 
office or place where the business of the company is carried on. 

(3) Every member and every creditor of th'! com:Jany shill be entitled 
to a copy of the statement, on payment of a sum of eight anna'i. 

25 (4) If default is made in complying wlth any of the requirem•.:nts of this 
section, the company, and every officer of the company whJ is in default, 
shall be punishable with fine which may ex~end to fifty rupee> for every day 
during which the default continues. 

(5) This section shall not apply to a life assurance company or provident, 
30 insurance society to which the provisions of the ln<>urance A-::t, 1938 (IV of 

1938), as to the annual statements to be m1de by such com;nny or so~lety, 
apply with or without modifications, ifthe company or so:::iety co:n.Jlle> with 
those provisions. 

Audit 

209. Qualifications and appointment and powers and. duties ~f 35 auditors.-( I) Every company shall at each annual_gensral m ~etmg_ appou~t 
an auditor or auditors to hold office from the coaclus10n of that meetmg unttl 
the conclusion of the next annual general meeting. 

(2) At any anJ.,Bl g~n ~ral m :etin~ a retiring aulitor, by w:utsoever 

40 authority appointed, shall be re-appomted, unl•:::ss-

(a) he is no: q ulificd for re-app;,intm ~nt ; or 
(b) a resolu·ion has been passed at that m~eting app;,inting somebody 

instead of him or providing expressly that he shall not be re
appointed ; or 

45 (c) he has given the com)IDY notic-! in w:i.thJ of hi> uT.vj.llin~a~ss to 
be re-appointed : 

Provided that where notice is given ofan intended resolution to appoint some 
person or persons in the place of a retiring auditor, and by reason of the d~ath, 
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inc~pacity or disqualification of that person or of all those persono;, as the case 
may b:, the resolution cannot b~ proceedt!d with, the retiring auditor shall 
no~ b·: au tom uically re-appointed by virtue of this sub-section. 

(3) W.tere at an an,·nl g !!1-!ral m ~etin~ no au iitors are ap;ninted or re-
ap;:>Jinted, the c~ntral Gov:m-nent m1y appJint a p:run to fill the vacancy. 5 

C.t) Tne Cum nny slnll, within o:te W..!ek of the c~ntral G)Vemm ~nt's. 
powe• unier sub -sec•ioa (3) b~co::ni lJ ex'!rcisable, giv·: nrdc'! of that fact to 
th 1t G )Vern nen~ ; and, if a com;nny fails to give such n'>:ice, the com)ny, 
ani every oji:'!r ofth'! C·J:n.nny w:t') i; in d !fa:..tlt, s~nll be p..m:shable with 
fine which may extend to five hundred rupees. IO 

(5) Tnl! first audit•Jr or auiitors of a co:n)l.:.,Y m 1y b~ ap~ninted by the 
direcco::-s at any tim! b:!fo:e th·! first a'lTlll g !n~ral m ~eting, at·l'f th! auditor 
or auJirors so appJinted shall hold office until the concluo;ion of that 
mt~eting : 

Provided that-

(a) th'! com.:uny m 1y, at a gen'!ral m ~·::tin~, rem)Ve any such auditor· 
o: all or any of suc~t auditors ani ap;nint in his or their places 
any o:her p<!rson or p~rsons who have been nomilated for appoint
m~nt by any m ~m'J;:r of the com;Jmy and of w~1.o:>e nomina:ion 
n·)tice has b:!en given to the m ~m·J~rs of the com;Jany not less 20 
than fourteen days b~fore the d':lte of the m !eting ; and 

(b) if th! direcco:s fail to ex·!rcise their pJW·.!rs u,der this sub-section, 
the com.nny in g·!!l'!ral p1 ~cting m 1y ap;:nint the first auditor or 
auditors. · 

(6) (a) Tn~ dir.!c;:o:s m1y fill a'ly c:Butl v.1cancy in th'! o!fi:e of an 25 
auJitor ; but while any such vacancy continu'!s, the rem1ining auditor or 
auditors, if any, m 1y act : 

Pi'oviJ.:d thlt w:t'!re such vacancy is cau>ed by the resignation of an auditor, 
the vac1ncy sh1tl o:tly b! filled by the com.nny in general meeting. 

(b) Any auJitor appointed in a casual vacancy shall hold office until 30 
the conclusion ofth·! n!xtannull g:neral m!eting. 

~7) Exc~pt as yrovi~;:d in the proviso to sub-section (5), any auditor 
al?p~mted under thts s :cuo.1 m1y b! r.;!m'Jv"ed from office before the expiry 
of h1~ term o:tly by th ~ co:n)my in g~n;:ral m!~ting, after obtaining the 
pre\'10:15 lp,J~OVll ofth! c~n·ral G:>v!rnm!nt in th'lt beh1lf. 

(8) Tn ~ rem u~ration of the a tiitors of a com.nny-

(aJ in the case of an auditor app.linted by the direci:ors or by the C'!ntral 
Government, may be fixed by the di·ectors o.- by ,the Central 

. G:>vcmm~nt, as th'! c:He m 1y b! ; 

(b) s~bject t? clau~e (a), shall b! fix'!d by the c;>mp1ny in general m~et
mg or .m suc11 m mnc.- as the C•:>mpany m g·~nl!ral m'!eting may 
dctermme. 

. , _!'vr the pur~:>se~ of this sub-secdon, any sum; p1id by the coJm"Jan in 
r~sp~.:.~t of the auJ~tors exp~nses shall be deem :d to b~ included in the exp~es
Ston remun•'!rauon ". 

35 

40 

45 
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210. Provisions as to resolutions for appointing or removing 
auditors.-(1) Special notice shall be required for a resolution at a company's 
annual general meeting appointing as auditor a person other than a retiring 
auditor or providing expressly that a retiring auditor shall not be re-appoint-

.S ed. 

(2) On receipt of notice of such a resolution, the com;:>a'ly shall forth
with send a copy thereof to the retiring auditor, if any. 

(3) Where notice is given of such a resolution and the retiring auditor 
makes with respect thereto representations in writing to the company (not 

10 exceeding a reasonable length) and requests their notifcation to members of 
the company, the company shall,- unless the representations are received by it 
too late for it to do so,-

2.0 

(a) in any notice of the resolution given to members of the company 
state the fact of the represent_ations having been made ; and 

(b) send a copy of the representations to every member of the company 
to whom notice of the meeting is sent (whether before or after th<! 
receipt of the tep~s~ntations by the company) ; 

and if a copy of the representations is not sent as aforesaid because they were 
received too late or because of the company's default, the auditor may (without 
prejudice to his right to be heard orally) require that the representations shall 
be read out at the meeting : 

Provided that copies of the representations need not be sent out and the 
tepresentations need not be read out at the meeting if, on the application either 
of the company or of any other person who claims to be aggrieved, the Court 

25 is satisfied that the rights conferred by this sub-section are being abused to 
secure needless publicity for defamatory matter ; and tl:e Court may order the 
company's costs on an application under this section to be paid in whole or in 
part by the auditor, notwithstanding that he is not a party to the applica· ion. 

(4) Sub-st>ction s (2) and (3) shall apply to a resolution to removt: the first 
30 auditors or any of them under sub-section (5) of section 209 or to the rem)

val of any auditor or auditors under sub-section (7) of that section, as it 
applies in relation to a resolution that a retiring auditor shall not b! re
appointed. 

211. Qualifications and disqualiftcation of auditors.-( I} A p<:rsoa 
35 shall not be qualified for appointment as auditor of a company unless elther-

(a) he is a chartered accountant within the meaning of the Chartered 
Accountants Act, 1949 (XXX VIII of 1949), or 

(b) he is for the time being aut~orised ~y the~~ntral G~ven~ment to?\! 
s<> appointed either as havmg obtamed stmilar quahficattons o1:1tstd.! 

40 India or as having obtained adequate knowledge and expenence 
in the course of his employment by a c'urtered accountant as 
aforesaid : 

Provided that a firm whereof all the partners practising in India are quali
fied for appointment as aforesaid m1y be appointed by i~s. firm name ;o be 

45 auditor of a company, in which case any partner so practtsmg may act m the 
name of the firm. 

(2) None of the followin~ persons shall be qualified for appointment as 
auditor of a company-

(a) an officer or servant of the company ; 
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(b) a person who is a partner, or who is in the employment, of an officer 
or servant of the company ; 

(c) a person who is indebted to the company for an amount exceed. 
ing one thousand rupees or who has given any guarantee or provi· 
ded any security in connection with the indebtedness of any s 
third person to the company for an amount exceeding one thou
sand rupees ; 

(d) a person who is a director or member of a private company, or a 
partner of a firm, which is the managing agent of the company ; · 

(e) a person who is a director, or the holder of shares exceeding five IO 
per cent in nominal value of the sub<>cribed capital, of any body 
corporate which is the managing agent of the company : 
.. 

Provided that any shares held by such person as nominee or trustee for 
any third person and in which the holder has no beneficial interest shall be 
excluded in computing the percentage of shares held by him for the purpose of IS 
this clause. 

(3) .A person shall also not be qualified. for appointment as auditor of a 
-company if he is, by virtue of sub-section (2), disqualified for appointment as 
auditor of any other body corporate which is that company's subsidiary or 
holding company, or a subsidiary of that company's holding company or 20 
would be so disqualified if the body corporate were a company. 

(4) If an auditor becomes subject after his appointment to any of the dis
qualification specified in sub-sections (2) and (3), he shall be deemed to have 
vacated his office as such. -212. Powers and dudes of auditors.-{ I) Everv auditor of a com- 2S 
pany shall have a right of access at all times to the books and accounts and 
vouchers of the company, whether kept at the head office ofthe company or 
elsewhere, and shall be entitled to require from the officers of the company 
such information and explanations as the auditor may think necessary for the 
performance of his duties as auditor. 30 

(2) The auditor shall make a report to the members of the company on 
the accounts examined by him, and on every balance sheet and profit and loss 
account and on every other document declared by this Act to be part of 
or annexed to the balance sheet or profit and loss account, which are laid · 
before the company in general meeting during his tenure of office, and the 3S 
report shall state whether, in his opinion and to the best of his information and 
a.ccording_to the explanations given to him, the said accounts give the informa-
tl<;m ~eqwred by this Act in the manner so required and give a true and 
fau- VleW-

(t) in the case of the balance sheet, of the state of the company's 40 
" affairs as at the end of its financial year ; and 

(ii) in the case cf the profit and loss account, of the profit or loss for 
·its financial year. 

(3) The auditor's report shaH also statt:-

(a) whether he has obtained all the information and explanations which 4S 
to the best of his knowledge and belief were necessary for the pur
poses of his audit ; 

48 M of Law. 
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(b) whether, in his opinion, proper books of account have been kept be 
the company so far as appears from his examination of those booksr 
and proper returns adequate for the purposes of his audit have been 
received from branches not visited.by him ; 

(c) whether the company's balance sheet and profit and loss account 
dealt with by the report are in agreement with the books of account 
and returns. 

(4) Where the company is one which is not required to disclose any 
matters by virtue of any provisions contained in this or in any other Act, 

IO if the balance sheet and the profit and loss account specify those provisions and 
if, in the opinion of the auditor and to the best of his information and accord
ing to the explanations given to him, they give the information required by 
this Act in \:be manner so required and subject to the provisions aforesaid. 
give a true and fair view, in the case of the balance iheet of the state of the com-

I 5 pany's affairs as at the end of its financial year, and in the case of the profit and 
loss account, of the profit or loss for its financial year, the auditor's report 

shall state that in his opinion and to the best of his mformation and accord
ing to the explanations given to him, the accountS of the company are proper
ly drawn up so as to disclose the state of the company's affairs as at the date 

20 of its balance sheet and its profit or loss for its financial year ending on that 
date, so far as is required by the provisions of this or any other Act appli
cable to the company. 

213. Audit of accounts of branch office of company.-( I) Where 
, a company has a branch office, the accounts of that office shall, unless the 

2 5 company m general meeting decides otherwise, be audited by a penon 
qualified for appointment as auditor ofthe company under section 210, or 
where the branch office is situate in a country outside India, either by a per
son qualified as aforesaid or by an accountant duly qualified to act as an auditor 
of the accounts of the branch office in accordance with tile laws of that country. 

35 

. . 
{2) Where the accounts of any branch office are not so audited, the com

pany's auditor-

(a) shall be entitled to visit the branch office, if he deems it necessary 
to do so for the performance of his duties as auditor ; and · 

(b) shall have a right of access at all times to the books and accounts 
and vouchers of the company maintained at the branch office, 
notwithstanding anything contained in sub-section (2) of section 
194: 

Provided that in the case of a banking company' having a branch office 
outside lndia, it shall be sufficient if the auditor is allowed access to such copies 

40 of, and extracts from, the books and accounts of the branch as have been 
trans~tted to the principal office of the company in India. 

214. Signature of audit report etc.-Only the person appointed as 
auditor of the company, or where a firm is so appointed in pursuance ofthe. 
proviso to sub-section (1) of section 211, only a partner of the firm practising 

45 in India, may sign the auditor's report or sign or ~uthenticate any financial 
statement ofthe company. 

215. Reading and inspection of auditor's report.-The auditor's 
report shall be read before the company in general meeting and shall be open 
to inspection by any member of the company. 
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216. Right of auditor to receive notices of and attend general 
meeting.-All notices of and other communications relating to any gen~ral 
meeting of a company which any member of the company is entitled to have 
sent to him shall be forwarded to the auditor of the company ; and the audi-
tor shall be entitled to attend any general meeting and to be heard at any gene- S 
ral meeting which he attends on any part of the business which concerns him 
as auditor. ·-

117• Penalty for non-compliance by cqmpany with sections 
:u to 116.-If default is made by a company in complying with any of the 
provisions contained in sections 211 to 216, .·the company, and every officer IO 
of the company who is in default, shall be purushable with fine which may ex
tend to five hundred rupees. 

218. Penalty for non-compliance by auditor with sections :u 
and 114.-If any auditor's report is made, or any" financial statement of the 
company is signed or authenticated, otherwise than in conformity with tho 
requirements of sections 212 and 214, the auditor concerned and the person, 
if any, other than the auditor who signs the report or signs or authenticates 
the financial statement aforesaid shall, if the default is wilful, be punishable 
with fine which may extend to one thousand rupees. 

Po·wer of Registrar to call for infonnation .etc. 

219. Power of Registrar to call for information or explanation.
{ I) Where, on perusing any document which a company is required to submit 
to him under this Act, the Registrar is of opinion that any information or ex
planation is necessary in order that such document may afford full particulars 

20 

of the matter to which it purports t<>'relate, he may, by a written order, call on 25 
the company submitting the document to furnish in writing such information 
or explanation, within such time as he may specify in the order. 

(2) On receipt by the company of an order under sub-section (1), it 
shall be the duty of the company, and of all persons who are officers of the 
company, to furnish such information or explanation to the best of their 30 
power. 

(3) On receipt of a copy of an order under sub-section (1), it shall.also 
be the duty of every person who has been an officer of the company to fur
nish such information or explanation to the best of his power. 

(4) If the company or any such person as is referred to in sub-section (2) 3.S 
or (3) refuses or neglects to furnish any such information or explanation,-

(a) the company, and each such person, shall be punishable with 
fine which may extend to fifty rupees in respect of each offence, and 

(b) the Court may, on the application of the Registrar and after notice 
to the company, make an order on the company for production of 40 

. such documents as, in the opinion of the Court, may reasonably be 
required by the Registrar for the purpose referred to in sub-section 
(1) and allow the Registrar inspection thereof on such terms and 
conditions as it thinks fit. 

(5) On receipt of any document containing such information or ex- 45 planation, the Registrar may annex it to the original document submitted to 
him; and any document so annexed shall be subject to the like provisions as 
to inspection, the taking of extracts, and the furnishing of copies, as the original 
document is subject. 
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(6) If such information or explanation is not furnished within the speci
fied time, or if after perusal of such information or explanation the Registrar 
is of opinion that the document in question discloses an unsatisfactory state of 
affairs, or that it does not disclose a full and fair statement of the matter to which 

5 it purports to relate, the Registrar· shall report in writing the circumstances of 
the case to the Central Government. 

(7) If it is represented to the Registrar in materials placed before him by 
any contributory or creditor that the business of a company is being carried on 
in fraud of its creditors or the creditors of any other person or otherwise for 

10 a fraudulent or unlawful purpose, he may, after giving the company 
an opportunity of being heard, by a written order, call on the company 
to furnish in writing any information or explanation on matters specified in the 
order,_ within such time as he may specify therein ; and the provisions of 
sub-sections (2), (3), (4) and (6) of this section shall apply to such order. 

IS If upon inquiry the Registrar is satisfied that any representation on which 
he took action under this sub-section was frivolous or vexatious, he shall dis
close theidentity of his informant to the company. 

{8) The provisions of this section shall apply mutatis mutandis to 
documents which, a liquidator is required to file under this Act. 

20 Investigation 

no. Investigation of affairs of company on application by mem
bers or report by Registrar.-The Central Government may appoint 
one or more inspectors to investigate the affairs of any company and to 
report thereon in such manner as the Central Government may direct-

25 (a) in the case of a company having a share capital, on the application 
either of not less than two hundred members or of members 
holding not less than one-tenth of the shares issued ; 

·(b) in the case of a company not having a share capital, on the applica
tion of not less than one-fifth in number of the persons on the 

30 company's register of members ; 
(c) in the case of any company, on a report by the Registrar under sub

section, (6), or sub-section (7) read with Lsub-section (6), of 
section 2 1 9· · ' 

221. Application for inspection by members to be supported 
35 by evidence.-An application by members of a company under clause (a) or 

clause (b) of section 220 shall be supported by such evidence as the Central 
Government may require for the purpose of showing that the applicants have 
good reason for req~ring t~e investigatior;t ; and th~ .Central ~overnme_nt 
may before appointmg an mspector, reqmre the applicants to gtve secunty 

40 for ~ayment of the costs of the investigation. 

2 n. Investigation of company's affairs in other cases.
Without prejudice to its powers under section 220, the Central Government-

(a) shall appoint one or more inspectors to investigate the affairs of a 
company and to report thereon in such manner as the Central 

45 Government may direct, if-
(i) the company by special resolution ; or 
(ii) the Court by order ; , 

declares that the affairs of the company ought to be investigated 
by an inspector appointed by the Central Government ; and 
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(b) may do so if, in the opinion of the Central Government, there ar 
circumstances suggesting-

(•) that the business of the company is being conducted with 
intent to defraud its creditors or the creditors of any other 
person or otherwise for a fraudulent or unlawful purpose, s 
or in a manner oppressive of any of its members, or that 
the company was formed for any fraudulent or unlawful 
purpose; or 

-(ia) that persons concerned in the formation of the company or 
the management of its affairs have in connection therewith IO 
been guilty of fraud, misfeasance or other misconduct 
towards the company or towards any of its members ; or . 

(iia) that the members of the company have not lX:en given all the 
information with respect to its affairs which they might 
reasonably expect. IS 

223. Power of inspectors to carry investigation into affairs of 
related companies or of managing agent or associate.-If an inspec
tor appointed under section 220 or 222 to investigate the affairs of 
a company" thinks it necessary for the purposes of his investigation to investi-
gate also the affairs of- 20 

(a) any otlter body corporate which is or has at any relevant time been 
the company's subsidiary or holding company or a subsidiary of 
its holding company or a holding company_ of its subsidiary; . 

(b) any other body corporate which is, or has at any relevant time 
been, n1qnaged----- ' 2S 

(i) by the same managing agent as the company ; or 

(ii) by any person who is, or was at the relevant time, an as
sociate of the managing agent of the company ; or 

(iii) by any person of wham the Jllanaging agent of the 
company is, or was at the relevant time, an associate; 

(c) any other body corporate which is, or has at any relevant time 
been, managed by the con1pany ; or 

(d) any person who is, or has at any relevant time been, the company's 
managing agent or an associate of such managing agent, 

30 

the inspector shall have power so to do, and shall report on the affairs of 35 
the other body corporate or of the managing agent or associate of the 
managing egent, so far as he thinks the results of his investigation thereof 
are relevant to the investigation of the affairs of the first-mentioned 
company. 

224. Production of documents and evidence on investigation.- 40 
(1) It shall be the duty of all officers and agents of the company, and where 
the company is or was managed by a managing agent, of all officers and agents 
of the managing agent, and where the affairs of any other body corporate or of 
a managing agent or of an associate of a managing agent are investigated by 
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V!rtue of section 223, of all officers and agents of such body corporate, mana
gmg agent, or associate, and where such managing agent or associate is or was 
a firm, of all partners in the firm-

( a) to produce to an inspector all books and papers. of, or relating to, the 
S company or as the case may be, of or relating to the other 

body corporate, managing agent or associate, which are in their 
custody or power ; and 

(b) otherwise to give to the inspector all assistance in connection with 
the investigation which they are reasonably able to give. 

10 (2) An inspector may examine on oath any of the persons referred to 
in sub-section (I), in relation to the affairs of tbe company, other body 
corporate, managing agent or associate, as the case may be. 

(3) ·If any such person refuses-

( a) to produce to an inspector any book or paper which it is his duty 
15 under sub-section (I) to produce, or 

(b) to answer any question which is put to him by an inspector in pur-
suance of sub-section (2), 

the inspector may certify the refusal under his hand to the Court ; and the Court 
may thereupon inquire into the case, and if after hearing any witnesses who 
may be produced against or on behalf of such person and after hearing also 
any statement which may be offered in his defence, the Court finds that the 
refusal was not justified, it may punish such person in like manner as if he had 
been guilty of contempt of the Court. 

(4) If an inspector thinks it necessary for the purpose of his investigation 
25 that a person whom he has no power to examine on oath should be so examined, 

he may apply to the Court and the Court may, if it sees fit, order that person 
te attend and be examined on oath before it on any matter relevant to the in
vestigation, and on any such examination-

(a) the inspector may take part therein either personally or by a legal 
30 practitioner ; 

35 

(b) the Court may put such questions to the person examined as the 
Court thinks fit ; . : 

(c) the person examined shall answer all such questions as the Court 
may put or allow to be put to him, but may at his own cost employ 
a legal practitioner, who shall be at liberty to put to such person 
such questions as the Court may deem just for the purpose of 
enabling him to explain or qualify any answers given by him ; 

and notes of the examination shall be taken down in writing and shall be read 
over to or by, and signed by, the person examined~ and may thereafter be used 

40 in evidence against him : 

45 

Provided that, notwithstanding anything in clause (~, the Court may allow 
the person examined such costs as in its discretion it may think fit, and any 
costs so allowed shall be treated as part of the expenses of the investigation. 

(S) In this section-
(a) the expression "a~ent ", in relation to any company, body or 

person means any one actini or purporting to act for or on behalf 
of such comp~y, body or person, and-inclu~es the bankers and 
legal advisers of, and persons employed as auditors by, such com
pany, body or person; and 
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(b) any reference to officers or agents shall be construed as a reference to 
past as well as present officers or agents, as the case may be. 

225. Inspectors' report.-( I) The inspectors may, and if so direct· 
ed by the Central Government shall, make interim reports to that Govern
me~t, and on the conclusion of the investigation, shall make a final report to the S 
Central Government. 

Any such report shall be written or printed as the Central Government may 
direct. 

(2) The Central Government-

la) shall forward a copy of any report made by the inspectors to the com· IO 
pany at its registered office, and also to any body corporate, 
managing agent or associate dealt with in the report by virtue of 
section 223; 

(b) may, if it thinks fit, furnish a copy thereof; .on request and on pay-
ment of the prescribed fee, to any person- IS 

(c) 

(a) who is a member of the company or other body corporate (in
cluding a managing agent or an associate of a managing agent, 
where such managing agent or associate is a body corporate) 
dealt with in the report by virtue of section 223, or · 

(ia) who is a partner in the firm, where such managing agent or 20 
associate is a firm, or 

(iii) whose interests as a creditor of the company, other body cor
porate, managing agept or associate aforesaid appear to the 
Central Government to be affected ; 

where the inspectors are appointed under clause (a) or (b) of 2 S 
section 220, shall furnish, at the request of the applicants for the 
investigation, a copy of the report to them ; and-

(d) where the inspectors are appointed under section 222 in pursu
ance of an order of the Court, shall furnish a copy of the report 
to the Court: 30 

Provided that the Central Government shall not be bound to furnish 
the company or the body corporate, managing agent, associate, person or 
applicants aforesaid with a copy or a complete copy ofthe report if it is 
of opinion that there is good reason for not divulging the contents. of the 
report or of any parts thereof. 3S 

(3) The Central Government may also cause the report to be published. 

226. Prosecution on inspectors' report.-(I) If from any report 
made under section 225 it appears to the Central Government that any person 
has, in relation to the company or in relation to any other body c.orporate or 
managing agent or associate of a managing agent whose affairs have been in- 40 
\'estigated by virtue of section 223, been guilty of any offence for which he is 
criminally liable, the Central Government may, after taking such 
legal advice as it think fit, prosecute such person for the offence ; 
and it shall be the duty of all officers and agents of the company, body corpo
rate, managing agent, or associate, as the case may be, (other than the 4S 
accused in the proceedings) to give the Central Governmellt all aSiistanee in 
connection) with the prosecution which they are reasonabl.Y able to give. 



104. 

(2) Sub-section !5) ofsection 224 shall apply for the purposes of this
section, as it applies for the purposes of that section. 

227. Applica"tion for winding up of company etc. on inspectors" 
repart.-Ifany such company or other body coi'porate, or any such managing 

5 agent or associate being a body corporate, is liable to be wound up under this 
Act and it appears to the Central Government from any such report as afore
said that it is expedient so to do by reason of any such circumstances as are 
referred to in sub-clause (i) or (ii) of clause (b) of section 222, the 
Central Government may, unless the company, body corporate, managing 

IO agent or associate is already being wound up by the Court, cause to be pre
sented to the Court by the Registrar,-

(a) a petition for the winding up of the company, body corporate, 
- managing agent or associate on the ground that it is just and 

equitable that it should be wound up ; 
15 (b) an application for an order under section 367 or 368; 

(c) both a petition and an application as aforesaid. 

228. Proceedings for recovery of damages or property 
on inspectors' report.-( I) If from any such report as aforesaid, it appears 
to the Central Government that proceedings ought in the public interest to· 

20 be brought by the company or any body corporate whose affairs have been. 
investigated in pursuance of clause (a), (b) or (c) of section 223, 

/ 

25 

(a) for the recovery of damages in respect of any fraud, misfeasance 
or other misconduct in connection with the promotion or for
mation, or the management of the affairs, of such company or
body corporate ; 

(b) for the recovery of any property of such company, or body corpo
rate, which has been misapplied or wrongfully retained ; 

the Central Government may itself bring prcceedings for that purpose in the 
name. of such company or body corporate. 

(2) The Central Government shall indemnify such company or 
3° body corporate against any costs or expenses incurred by it in or in 

35 

40 

45 

connection with any proceedings brought by virtue of sub-section (1). 

229. Recovery of espenses of investigatioa etc.-( I) The expenses of" 
and incidental to an investigation by an inspector appointed by the Central 
Government under section 220 or 222 shall be defrayed in the first instance 
by the Central Government, but the following persons shall, to the extent 
mentioned below, be liable to reimburse the Central Go_vernment in respect 
Df such expenses:-

(a) any person who is convicted on a prosecution instituted in pur
suance of section 226, or who is ordered to pay damages or restore 
any property in proceedings brought by virtue of section 228, 
may, in the same proceedings, be ordered to pay the said expen
ses to such extent as may be specified by the Court convicting such 
person or ordering him to pay such damages or restore such 
property, as the case may be ; 

(b) any company or body corporate in wht>se name proceedings are 
brought as aforesaid shall be liable, to the extent ofthe amount 
or value of any sums or property recovered by it as a result of the 
proceedings; and 
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(c) unless, as a result of th-! investigation, a prosecution is instituted 
in pursumc·~ of section 226,-

(0 any company, body corporate, managing agent or associate dealt 
wil!b. by the report, where the inspector was appoined under 
clause (a) or clause (b) of section 220 or under clause (a) S 
of section 222, shall be liable to reimburse the Central 
Government in respect of the whole of the expenses, unless 
and except in so far as the Central Government otherwise 
directs ; and · 

(ii) the applicants for the investigation, where the inspector was IO· 
appointed under clause (a) or clause (b) of section 220, shall be 
liable to such extent, if any, as the Central Government may 
direct. 

(2) Any amount for which a company or bo~y corporate is liable by 
virtue of clause (b) of sub-section (I) shall be a first charge 0.1 the sums or I.f 
property mentioned in that clause. 

(3) The report of an inspector appointed under clause (c) of section 220 
or clause (b) of section 222, may if he thinks fit, and shall if the Central Go-· 
vemment so directs, include a recommendation as to the directions, if any, 
which he thinks appropt iate, in the light of his investigation, to be given 20> 
under clause (c) of sub-section (I). 

(4) For the purposes of this section, any costs or expenses incurred bY 
the Central Government in or in connection with proceedings brought by 
virtue of section 228 [including e~nses incurred by virtue of sub-section 
(2) thereof] shall be treated as expenses of the investigation giving rise to the. 25: 
proceedings. 

(5) (a) Any liability to reimburse the Central Government imposed by 
clauses (a) and (b) of sub-section (I) shall, subject to satisfaction of the right 
of the Central Government to reimbursement, be a liability also to indemnifY 
all persons against liability under clause (c) of that sub-section. 3QI 

(b) Any such liability imposed by the said clause (a) shall, subject as 
aforesaid, be a liability also to indemnify all persons against liability under 
the said clause (b). 

(c) Any person liable under the said clause (a) or clause (b) or sub- . 
clause (1) or sub-clause (ii) of the said clause (c) shall be entitled to contri- 35 
bution from any other persons liable under the same-clause or sub-clause, as 
the case may be, according to the amount of their respective liabilities there
under. 

(6) The expenses to be defrayed by the Central Government under this 
sccticn shall, so far as they are not recovered thereunder, be paid out of moneys 40• 
provided by Parliament. 

230. Inspectors' report to be evidence.-A copy of any report of any 
inspector or inspectors appointed under section 220 or 222 authenticated in 
such manner, if any, as may be prescribed, shall be admissible in any legal 
proceeding as evidence of the opinion of the inspector or inspectors in rela- 4S. 
tion to any matter contained in the report. 
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231. Appointment and powers of inspectors to investigate owner
ship of company.--{1) Where it appears to the Central Government that 
there is good reason so to do, it may appoint one or more inspectors to investi
gate and repott on the membership of any company and other matters relating 

:5 to the company, for the purpose of determining the'true per6ons-

liO 

:20 

:2.) 

:30 

{a) who are or have been financially interested in th'! succ!B or failure 
whether real or apparent, of the company, or 

{b) who are or have been able to control or materially to mnuence the 
policy of the company. 

(2) When appointing an inspector under sub-section (1), the Central 
Government may define the scope of his investigation, whether as respects the 
matters o~ the period to which it is to extend or otherwise, and in particular 
may limit the investigation to matters connected with particular shares or 
debentures. 

{3) Subject to the terms of an inspector's appointment, his powers shall 
extend to the investigation of any circumstances suggesting the existence of any 

=gement or understanding which, though not legally binding, is or was 
rved or likely to be observed in practice and which is relevant to the pur-

of his investigation. · 

(4) Subject as aforesaid, the powers of the inspector shall also extend, 
where the company has or had a managing agent-

(a) in case such managing agent is or was a body corporate, to the in
vestigation of the ownership of the shares of such body corporate, 
and of who the persons are or were who control or manage or con
trolled or managed its affairs ; 

(b) in case such managing agent is or was a firm, to the investigation 
of who the persons are or were who control or manage or control
led or managed its affairs as partners in the firm or otherwise and 
ofthe respective interests therein of the partners; and 

(c) in all cases, to the investigation of who the persons are who are enti
tled or who the persons were who were entitled to any share of, or 
any amount forming part of, the managing agent's remuneration. 

~5) For the purposes of any investigation under this section, sections 
223, 224 and 225 shall apply with the necessary modifications of references to 

35 the affairs of the company or to those of any other body corporate or of any 
managing agent or associate : 

Provided that the said sections shall apply in relati.on to all persons 
(including persons concerned only on behalf of others) who are or have 
been, or whom the inspector has reasonable cause to believe to be or to 

40 have been-
(i) financially interested in the success or failure, or the apparent 

success or failure, of the company, or of any other body corporate, 
managing agent or associate whose membership or constitution 
is investigated with that of the company, or 

4' (i~ able to 00iitro1 or materially to influence the policy ef such com-
pany, body corporate, managing agent or associate, as they apply 
in relation to officers and agents ofthe company, of the other OOdy 
corporate, or of the managing agent or associate, as the case may 
be. 
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(6) The expenses of any investigation under this section shall be de
frayed by the Central Government out of moneys provided by Parliament, 
unless the Central Government directs that the expenses or any part there
of should be paid by the persons on whose application the investigation 
was ordered. S 

232. Power to require information as to persons interested 
in shares or debentures or in interest in managing agency firm etc.
( I) Where it appears to the Central Government that there is good reason to 
investigate the ownership of any shares in or debentures of a company or of 
a body corporate which acts or has acted as the managing. agent of a company 10 
and that it is unnecessary to appoint an inspector for the purpose, the Central 
Government may require any person whom it has reasonable cause to believe-

( a) to be, or to have been, interested in those shares or debentures ; or 
(b) 'to act, or to have acted, in relation to t:11ose shares or debentures as 

the legal adviser or agent of someone in~erested therein ; IS 
to give the Central Government any information which he has, or can reasonably 
be expected to obtain, as to the present and past interests in those shares or 
debentures and the names and addresses of the persons interested and of any 
persons who act or have acted on their behalf in relation to the shares or de- ' 
bentures. 20 

(2) For the purposes of sub-section (I), a person shall be deemed to have 
an interest in a share or debenture-

( a) if he has any right to acquire or dispose of the share or debenture or 
any interest therein or to vote in respect thereof; or 

(b) if his consent is necessary for the exercise of any of the rights of 25 
. other persons interested: therein ; or 

(c) if other persons interested therein can be required, or are accustom
ed, to exercise their rights in accordance with his directions or 
instructions. 

(3) Where it appears to the Central Government that there is good reason 
to investigate the ownership of any interest in a firm which acts or has acted 30 
as a managing agent of any company, and that it is unnecessary to appoint an 
inspector for the purpose, the Central Government may require any person 
whom it has reasonable cause to believe-

(a) to have, or to have had, any interest in the firm, or 
(b) to act, or to have acted, in relation to any such interest, as the legal 

adviser or agent of someone interested therein, 
to give the Central Government any information which he has, or can reason
ably be expected to obtain, as to the present and past interests held in the firm, 
and the names and addresses of the persons interested and of any persons who 
act or have acted on their behalf in relation to any such interest. 

(4) Any person-

(a) who fails to give any information required of hint under this sec
tion, or 

3S 

40 

(b) who, in giving any such information, makes any statement which he 
knows to be false in a material particular or recklesmy makes any 4.5 
statement which is false in a material particular, 

shall be punishable with imprisonment for a term which may extend to six 
months, or with fine which may extend to five thousani rupees, or wiN1 both. 
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233• Investig~tion .r~garding association with managing agent.
(r) Where any questton anses as to whether any body corporate, firm, or indi
vidual is or is not, or was or was not, an associate of the managing agent of a 
company and it appears to the Central Government that there is good reason 

5 to investigate such question, it may either- · 
(a) appoint an inspector for the purpose of making the investigation; or
(b) if it considers it unnecessary to appoint an inspector as aforesaid, 

require any person whom it has reasonable cause to believe to be 
in a position to give relevant information in regard to the question, 

10 to furnish the Central Government with information on such 
matters as may be specified by it. 

· (2) The provisions of section 231 shall apply mutatis mutandiJ to cases 
falling under clause (a) of sub-section (r) and those of section 232 to cases 
falling under clause (b) of that sub-section. 

I~ 234· Power to impose restrictions on shares or debentures.-
(!) Where in connection with an investigation under section 231, 232 
or 233, it appears to the Central Government that there is difficulty in finding 
out the relevant facts about any shares (whether issued or to be issued), and 
that the difficulty is due wholly or mainly to the unwillingness of the persons 

20 coqcerned or any of them to assist the investigation as required by this Act, the 
Central Government may, by order, direct that the shares shall, until further 
order, be subject to the restrictions imposed by this sec~on. 

(2) So long as any shares are directed to be subject to the restrictions 
imposed by this section-

25 (a) any transfer of those shares shall be void ; 
(b) where those shares are to be issued, they shall not be issued; and 

any issue thereof or any transfer of the right to them shall be 
void; 

(c) no voting rights shall be exercisable in respect of those shares ; 
30 (d) no further shares shall be issued in right of those shares or in pur-

suance of any offer made to the holder thereof ; and any issue of 
such shares, or any transfer of the right to them, shall be void ; 

(e) except in a liquidation, no payment shall be made of any sums 
due from the company on those shares, whether in respect of 

35 dividend, capital or otherwise. 
(3) Where the Central Government makes an order directing that any 

shares shall be subject to the said restrictions, or refuses to make an order 
directing that any shares shall cease to be subject thereto, any person aggrieved 
thereby may apply to the C<;mrt, and the .Court J?lay, ~fit see.s fit, direct that the 

40 shares shall cease to be subJect to the sa1d restnctwns. 
(4) Any order (whether of the Centra~ Governme~t or of t?e Cou.rt) 

directing that any shares shall c~ase to be s~bJ.ect to the sa1d restnctwns wh1ch 
is expressed to be made with a v.1ew toyermlttmg a transfer of those sha~es may 
continue the restrictions mentwned m clauses (d) and (e) of sub-sectiOn (2), 

45 
either in whole or in part, so far as they relate to any right acquired, or offer 
made, before the transfer. 

so 

(5) Any person who-
(a) exercises, or purports to exer~ise, any right to disposeof~y shares 

or of any right to be issued w1th any such shares, when to h1s kno'Y
ledge, he is not entitled to do so, by reason of any of the sa1d 
restrictions applicable to the case ; or 
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(b) votes in respect of any su~h shares, whether as holder. or proxy, or 
appoints a proxy to vote m respect thereof when, to ~1s knO\yle.dge, 
he is not entitled to do so by reason of any of the satd :estnctton~ 
applicable to the case ; or 

(c) being the holder of any such shares, fails to give notice of the fact S 
of their being subject to the said restrictions to any person whom 
he does not know to be aware of that fact but whom he knows 

to be entitled, apart from such restrictions, to vote in respect · of 
those shares, whether as holder or proxy ; 

shall be punishable with imprisonment for a term which may extend to six Io 
months, or with fine which may extend to five thousand rup:!es, or with both. 

(6) Where shares in any company are issued in contravention of such 
()fthe said restrictions as may be applicable to the case, the company, and every 
officer of the company who is in default, shall be' punishable with fine which 
may extend to five thousand rupees. · IS 

(7) A prosecution shall not be imtituted under this section except by, or 
with the consent of, the Central Government. 

(8) This section shall apply in relation to debentures as it applies in rela
tion to shares. 

235· Saving for legal advisers and ban\er.i.-Nothing in s!ction~ 20 
219 to 234 shall require the disclosure to the Registrar or to the Centra 1 
Government or to an inspector appointed by that Govemment-

(a) by a·legal adviser, of al}y privileged communication made to him 
in that capacity, except as respects the name and address of his 
client ; or 25 

(b) by the bankers of any company, body corporate, managing agent, or 
other person, referred to in the sections aforesaid, as such banker.>, 
of any information as to the affairs of any of their customers othe< 
than such company, body corporate, managing agent or person. 

OOD~cr~~ ~ 
. Constitutirn of Board of Directors 

236. Minimum number of directors.-(!) Every public company, 
and every private company which is a subsidiary of a public company, shall 
have at least three directors. 

(2) Every private company which is not a subsidiary of a public com- 35 
pany shall have at least two directors. · 

(3) The directors of a company collectively are ref<!rred to in this Act 
as the " Board of Directors." 

. . 237· Only individuals to be directors.-No body corporate, asso
CiatiOn or firm. sh~ be appointed director of a public or private company, 40, 
and only an mdlVldual shall be so appointed. 

• 238. Subscribers of memorandum to exercise the powers of 
duectors.-In default of and subject to any regulations in the articles of 
a company, subscribers of the memorandum who are individuals, shall exercise 
the p_owers. of the directors of the company, until the directors are duly 45 
appomted m pursuance of section 239· 
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239. Appointment of directors and proportion of those who are t~ 
retire by rotation.-(!) Not less than two-thirds of the total number of dir
ectors of a public co:npany or of a private company which is a subsidiary 
of a public company shall-

.'> (a) be persons whose period of office· is liable to determination by re-
tirement of directors by rotation, and · 

(b) be appointed by tlie members of the company in general meeting. 

. (2) The remaining <;lirectors in the case of any such company, and the 
directors generally in the case of a private company which is not a subsidiary 

10 of a public company, shall, in default of and subject to any regulations in the 
articles of the company, also be appointed by the members of the company 
in general meeting. 

240 •• Provision regarding directors retiring by rotation.-(!) At 
the first annual general meeting of a public company or a private company 

15 which is a subsidiary, of a public company held next after the date of the 
general meeting at which the first directors are appointed in pursuance of 
section 239, and at every subsequent annual general meeting, one-third of 
such of the directors for the time being as are liable to retire by rotation 
or if their number is not three or a multiple of three, then, the number~ 

20 nearest to ORe-third, shall retire from office. 

(2) The directors to retire by rotation at every annual general meeting 
shall be those who have been longest in office since their last appointment, but 
as between persons who became directors on the same day, those who are 
to retire shall, in default of and subject to any agreement among themselves. 

25 be' determined by lot. 

(3) The company at the annual general meeting at which a director 
retires as aforesaid may fill up the vacated office by appointing the 
retiring directer or Some <'ther person thereto. 

(4) If the place of the retiring director is not so filled up, the meeting 
30 shall stand adjourned till the same day in the next week, at the same time 

and place ; and, if at the adjourned meeting also, the place of the retiring 
director is not filled up, the retiring director shall be deemed to have been 
re-appointed at the adjourned meeting, unless, at such meeting or at the pre
vious meeting , it is or was expressly resolved not to fill the vacated office, or 

35 a resolution for the re-appointment of such director shall have been put 
to the meeting and lost, or unless the retiring director has expressed in 
writing addressed to the company or the board of directors his unwilling
ness to be so re-appointed. 

241. Right of persons othe.r than ret~~ing ~irectors to sta~d for 
40 directorship.-( I) A person who IS not a retlrmg director shall, sub~ect to 

the provisions of this Act, be eligible for appointme~t to t~e office of dire~ or 
at any general meeting, if he or some other member mtendmg to propose him 
has not less than fourteen days before the meeting, left at the office of the 
co~pany a notice in writing under his hand signifying his candi?ature for th~ 

45 office of director or the intention of such member to propose him as a candi
date for that office. 

(2) Sub-section (1) shall not apply to a private company, unless it is a 
subsidiary of a public company . 

. 242. Right of company to increase ~r reduce the n~mber of 
50 directors.-( I) Subject to the provisions of section 239, a company Hl general 
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meeting may, from time to time, by ordinary resolution increase or reduce 
the number of its directors. 

(z) Nothing in this section or in section, 239 shall affect any power 
conferred on the directors by the articles to appoint additional directors : 

Provided that such additional directors shall hold office only up to the 5 
date of the next general meeting of the company: 

Provided further that the number of the directors and additional directors 
together shall not exceed the maximum streng~h fixed for the directorate . by 

243• Certain persons connected with managing agent not to be 
appointed directors, except by special resolution.-( I) If a public com- 10 

pany, or.a private company which is a subsidiary of a public company, has 
a managing agent, none of the following perso~s shall be appointed as a 
director of the company whose period of office is liable to determination 
by retirement of directors by rotation, except by. a special resolution pass- IS. 
ed by the company :-

(a) any person who is an officer or employee of, or who holds any office 
or place of profit under, the company or any subsidiary there
of: 

Provided that nothing in this clause shall apply to the director of 20 such company or subsidiary, or to the holder of any office t)r place 
of profit under such company or subsidiary which may be held by 
a dirctor of the company by virtue of section 290 ; 

(b) where any office or place of profit which would disqualify a per~ 
son under clause 1( a-) read with the proviso thereto is held by 

25 any firm, any partner in, or employee of, the firm ; 
(c) where any such office or place of profit is held by a private company 

any member, officer or employee of such company; 
(d) where any such office or place of profit is held by a body corpo-

rate, any officer or employee of such body corporate ; · 30 
(e) any person who is' entitled, by virtue of any agreement to any 

share of, or any amount out of, the remuneration received by 
the managing agent ; 

(f) where the managing agent is an individual, any partner or employ~ 
of the managing agent ; • - 35 

(g) where the managing agent is a firm, any partner in, or employee of, 
the firm; 

(h) where the managing agent is a private company, any member, 
officer or employee thereof ; 

(a) where the managing agent is a body corporate, any officer or em- 4()
ployee thereof ; 

(j) any person who is an officer or employee of, or who holds any office 
or place of profit under, any body corporate under the man
agement of the managing agent or any subsidiary of such body 
corporate: · 45-

Provided that nothing in clause (j) shall apply to the director of such body 
corporate or subsidiary or to the holder of any office or place of profit under 
such body corporate or subsidiary which may be held by a director of such 
body corporate by virtue of section 290. 
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(2~ Special not~ce shall be required of any resolution appomtmg, or 
approvmg the appomtment of, any person referred to in clauses (a) to (j) 
of sub-section ( 1 ), as a director of the company. 

(3) The notice given to the company of any such resolution, and the 
.5 notice thereof given by the company to its members, shall set out the reasons 

which make the resolution necessary. 

244. Filling of certain casual vacancies among directors.
(!) In the case of a public company or a private company which is a subsidiary 
of a .Public company, if the office of any director appointed by the general 

10 meetmg of the company is vacated before his term of office will expire in the 
normal course, the resulting casual vacancy may be filled by the directors at 
a directors' meeting. 

(2) Any person so appointed shall hold office only up to-
(a) the date of the next ordinary general meeting of the company, 

15 that is to say, a general meeting not being a meeting which is 
held on a requisition under section 16o, or 

(b) the date up to which the director in whose place he is appointed 
would have held office if it had not been vacated as aforesaid, 

whichever date is earlier . 

.20 (3) Where the date referred to in clause (a) of sub-section (2) occurs 
earlier than the date referred to in clause (b) of that sub-section, the general 
meeting shall appoint a director to fill the vacancy ; and he shall hold office 
up to the latter date .. 

-. Explanation.-The vacancy referred to in this sub-section shall not be 
:25 taken into account in determining the number of directors, if any, to be 

appointed by the meeting to replace those who retire by rotation. 

(4) Where the date referred to in clause (b) of sub-section (2) occurs 
earlier than, or coincides with, the date referred to in clause (a) of that sub
section, the vacancy ihall be filled by the general meeting as if the director 

:30 previously appointed by the general meeting ha~ vacated office in the normal 
course. 

Explanation-The vacancy referred to in this sub-section shall be taken 
into account in determining the number of directors to be appointed 
by the meeting to r~place those who retire by rotation. 

:35 (5) The person appointed under sub-s~ction (I) at the d~rectors' meet-
ing shall be eligible for appointment as director under sub-sectwn (3) or sub
. section (4), as the case may be. 

(6) If any casual vacancy su~h as is referred to in sub-section (I) ~as 
not been filled at a directors' meetmg before the date of the general meetmg 

40 referred to in clause (a) of sub-section (2), the general meeting shall have 
power to appoint a director in the vacancr under sub-section (4) or .sub
section (3 ), according as the term of the d1rector who vacated office ~ill or 
will not have expired, in the normal course, before the date of the meetmg. 

(7) Where any director appointed under any of the provisions of t~s 
45 section other than sub-section (4) vacates office before the d~te on wh1ch 

he is due to vacate it under the provi~ions of this section, the resultmg vacancy 
shall be deemed to be a casual vacancy within the meaning and for the purpos
es ofthis section. 
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245. Appointment of directors to be voted on individually.-(!) 
At a general meeting of a public company or of a private company which is a 
subsidiary of a public company, a motion shall not be made for the appoint
ment of two or more persons as directors of the company by a single resolu-
tion, unless a resolution that it shall be so made has first been agreed to by the 5' 
meeting without any vote being given against it. 

(2) A resolution moved in contravention of sub-section (1) shall be void, 
whether or not objection was taken at the time to its being so moved : . 

Provided that where a resolution ·so moved is passed, no provision for the 
automatic re-appointment of retiring di~ctors in. default of another appoint- 10 
mentshallapply. 1 

' ' : 

(3) For the purposes of this section, a motion for approving a person's 
appointment or for nominating a person for appointment shall be treated as a 
motion for his appointment. . · · 

(4) Nothing in this section shall apply to a resolution altering the articles 15 
of the company • 

. 246. Consent of candidate for directorship to be filed with Regis
trar.-( I) A person who is not a retiring director shall not be capable of 
being appointed director of a company unless he has, by himself or by his 
agent authorised in writing, signed and filed with the Registrar, a consent in 20 
writing to act as such director. 

{2) Sub-section (1) shall not apply to a private company unless it is a 
subsidiary of a public company. , . 

247. Restrictions on appointment or advertise.ment of director.-
( I) A person shall not be capable of being appointed director of a company 25 
by the articles, and shall not be named as a director or proposed director of~ 
company in a prospectus issued by or on behalf of the company~ or as pro .. 
posed director of an intended company in a prospectus issued in rehti~n to that 
mtended company, or in a statement mlieu of prospectus filed with the Regis· 
trar by o.r o~ behalf of a company, unless, ~fore the registration of the articles, 30 
the publication of the prospectus, or the filing of the statement in lieu of pros
pectus, as the case may be, he has, by himself or by . his agent authorised in 
writing,- • 

(a) signed and filed with the Registrar a consent in writing to act as 
such director ; and . 35 

(b) save in the cas~ of companies not having a share capital, and save 
also, as otherwise provided in sections 248 to 251, either-

(i) signed the memorandum for ·a number of shares not being less 
than that of his qualification shares, if any ; or . 

(ia) taken his qualification shares, if any, from the company and 40 
paid or agreed to pay for them ; or · 

I . 

(iia) signed and filed with the Registrar an undertaking in writing 
to take from the company his qualification shares, if any, 
and P.ay for them; or · 

(iv) made and filed with the Registrar an affidavit to the ~ffe~ 45 
that a number of shares, not being less than that of his 
qualification shares, if any, are registered in his .name 

48 M o~ Law. 
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.(2) Where a person has signed and filed as aforesaid an undert~king to 
take and pay for his qualification shares, he shall, as regards those shares, 
be in the same position as if he had signed the memorandum for that number 
ofshares. · 

S (3) References in this section to the share qualification of a director or 
proposed director shall be construed as including only a share qualification 
required within a period determined by reference to the. time of appoint
ment, and references therein to qualification shares shall be constru d 
accordingly. 

10 (4) On the application for registration of the memorandum and the articles 
if any, of a company, the applicant shall file with the Registrar a list of the 
persons who have consented to be directors of the company; and, if this list 
contains the name cf any person who has not so consented, the applicant shall 
be punishable with fine which"ID.ay extend to five hundred rupees . 

. IS (5) This section shall not apply to-

("' a private company; or 

(b) :a company which was a private company. before becoming a public 
company; or 

(c) a prospectus issued by or on behalf of a company after the expira-
20 tion of one year from the date on which the company was enti

tled to <:ommence business. 

Share Qualification 

248. Time within which share q11:alification is to be obtained and 
maximum amount thereof.-{1) Without prejudice- to the restrictions 

2~ imposed by section 247, it shall be the duty of every director who is required 
by the articles of the company to hold a specified share qualification and who 

. is not already qualified. in that respect, to obtain his qualification within 
'wo months after his appointment as director. -

(2) Any provision in the articles of the company (whether made before or 
30 after the commencement of this Act) shall be void in so far as it'. requires a 

person to hold the qualification shares before. his appointment as a director 
or to obtain them within a shorter timt: than two months after his appoint
ment as such. 

(3) The nominal value of the_ qualification shares shall not exceed five 
3S thousand rupees or the nominal value of one share. where it exceeds five 

thousand rupees • 

(4) For the purpose of any provision in the articles requiring a director to 
hold a specified share qualification, the bearer of a share warrant shall not 
be deemed to be the holder of the shares specified in the warrant. 

40 249. Filing of declaration of share qualification by director.-
Every director, not being a technical director or a director appointed by the 
Central or a State Government, shall within two months after his appointment, 
or in the case of a director holding office at the commencement of this Act, 
within two months after such commencement, file with the company a de-

4$ claration specifying the tCJ.Ualifi.cation shares held by him. 
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250. Penalty.-If, after the expiration of the said period of two months, 
any person acts as a director of the ·com {'ally when he does not· hold the 
qualification shares referred to in section · 248, he shall be punishable with 

~fine which may extend to tift} rupees for every day between such expiration 
and the last day on which he acted as a director • s 

251. Saving.-sections 248 to 250 shall not applJ to a private 
company, unless it is a subsidiary of a public company. 

Disqualifications of Directors 

252. Disqualifications of directors.-{1) A person shall not be capa01e 
of being appointed director of a company, if- IO 

(a) he has been found to be of unsound mind by a Court of competent 
jurisdiction and the finding is in force ; or 

(b) he is an undischarged insolvent ; or 

(c) he has been convicted by a Court in India of any non-bailable offence 15 
and a period of five years has not elapsed from the date of the con
viction, or if any sentence of transportation or imprisonment has 
been imposed on him in respect of the offence, from the dat~ of 
expiry of such sentence ; or 

(d) he has been convicted by a Court in India of any other offence and 
sentenced in respect thereof, to transportation or to imprisonment 20 
for not less than two years and a period of five years has not elapsed 
from the date of expiry of the sentence ; or · 

(e) _he or, any:firm in which he is a partner or, any private comp:my 
Ji.1.0f which he is a director, has not raid any call in respect of 

shares of the company held by him, the firm or the private 25 
company, as the case may be, six months having elapsed from the 
l:lst day fixed for the paym·::nt of the call. 

(2) The Central Government may, by notification in the Official 
Gazette, remove the disqualification incurred by any person in virtue of 
clause (c), (d), or (e) of sub-section (1), either generally or in relation to any 3o 
company or companies specified in the notification. 

(3) In this section, " non-bailable offence " means any offence shown a 
non-bailable in the Second Schedule to the Code of Criminal Procedure 
1898 (V of 1898) or which is made non-bailable by any other law for the time 
being in force. · 35 

(4) A private company which is not a subsidiary of a public company 
may, by its articles, provide that a person shall be disqualified for appointment 
as a director on any grounds in addition to those specified in sub-section (1). 

Number of directorship~ which may be held by one person 

253. No person to be a director of more than twenty companies.- 40 
After the commencement of this Act, no person shall, save as otl:!erwise pro
vided in section 2.54, hold office at the. same time as director in Qlore than 
twenty companies. 
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254. Choice to be made by director of more than twenty 
companies at commencement of Act.-{1) Any person holding office 
as director in more than twenty companies immediately before the commence
ment of this Act shall, within one month from iUCh commencement,-

. (a) .choose not more than twenty of those companies, in which he wishes 
to contiuue to hold the office of director ; 

(b) resign his office as direct?r in the other companies ; and 

(c) intimate the choice made by him under clause (a) to each of the 
companies in which he was holding the office of director before 
such commencement, to the Registrar having jurisdiction in 
respect of each such company, and also to the Central Govern
ment. 

(2) Any resignation made in pursuance of clause (b) ofsub-section (I) 
shall become effective immediately on the despatch thereof to the company 

15 concerned. · 

20 

(3) No such person shall act as director-

(a) in more than twenty companies, after the expiry of one month 
from the commencement of this Act, or 

(b) of any company-after despatching the resignation of his office as 
director thereof, in pursuance of c~ause (b) of sub-section (I). 

· · '255. Choice by person becoming director of more than twenty 
companies after commencement of Act.-(I) Where a person already 
holding the office of director in twenty compani~s is appointed, after the 
commencement of this Act, as a director of any other company, the ap-

25 pointment- · · 

30 

(a) shall not take effect unless such person has, within seven days 
thereof, effectively vacated his office as director in any of the 
companies in which he was already a director, and 

(b) shall become void immediately on the expiry ofthe seven days 
if he has not, before such expiry, effectively vacated his office· 
as director in any of the other companies aforesaid. 

(2) Where a person already holding the office of director in nineteen 
companies or less is appointed, after the commencement of this Act, as a 
director. of other companies, making the total number of his directorships 

35 more than twenty, he shall choose the directorships which he wishes to con
tinue to hold or to accept, so however that the total number of the director
ships, old .and new, held by him shall not exceed twenty. 

None of the new appointments of director shall take effect until" such 
choice is made and all the new appointments shall become void if the choice 

40 is not m1de within seven days of the day on which the last of them was made. 

• 256. Exclusion of certain directorships for the purposes of 
sections 253, 254 and 255·_:_In calculating for the purposes of sections 
253, 254 and 255, the number of companies of which a person may be a 
director, "the following companies shall be excluded, namely:-

45 (a) a private company which is not a subsidiary of a public company ; 
(b) an unlimited company ; 
(c) an association not carrying on business for profit.; 
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(d) a company in which such person is only an alternate director, that 
is to say, a director who is only qualified to ·act as such during 
the absence or incapacity of so~e other director. 

257· Penalty.-Any person who holds office, or acts, as a director 
of more than twenty companies in contravention of the foregoing pro- S 
visions shall be punishable with fine which may extend to five thousand 
rupees in respect of each of those companies after the first twenty. 

Retiring age of Directors · 

258. Age limit and vacation of office on reaching age limit.-
( I) Save as otherwise provided in section 259, a person shill not be 10 
capable of being !!ppointed a director of a public company or of a private 
company which is a subsidiary of a public company, if he has attained the 
age of sixty-five years. · · 

(2) Save as aforesaid, a director of a public company or of a private 
company which is a subsidiary of a public company shall vacate his office at 15 
the conclusion of lhe annual general meeting commencing next after he 
attains the age of siXty-five years: 

Provided th'lt this sub-section shall not apply to a director who is in office 
at the commencement of this Act so as to require the termination of the ap
pointment then held by him before the conclusion of the third annual general 20 
meeting held after the commencement of this Act, but shall apply so as to 
terminate the appointment aforesaid at the conclusion of that meeting, if he 
had completed the age of sixty-five years before the commencement of the 
meeting. 

(3) Where a person retires by virtue of sub-section (2), no provision· for 25 
the automatic re-appointment of retiring directors in default cf another ap-· 
pointment shall apply and if at the meeting at the conclusion .of which he 
retires, the vacancy is not filled, it may be filled as a casual vacancy, under 
section 244. 

259· Age limit not to apply if company so resolves.-( I) Nothing 30 
in section 258 shall prevent the appointment of a director who has attained 
the age of sixty-five years or require a director to retire who has attained that 
age, if his appointment is or was made or approved by a resolution passed 
by the company in general meeting and specifically declaring that the age 
limit shall not apply to him. · · · · 

(2) S~ecial notice shall be required of any such resolution ; and unless 
such notice is given, the resolution shall be void. 

(3) Notice of any such resolution given to the company, and by the 
company to its members, must state the age of the person to whom it relates. 

35 

260. Duty of director to disclose age.--(1) Any person who is 40 
appointed, or to his knowledge is proposed to be appointed, director of a· 
company at a time when he has attained the age of sixty-five years or 
such lower age, if any, as may be specified in the conwany's articles in 
this behalf shall give notice of his age to the company : 

Provided that this sub-section shall not apply in relation to a person's 
re-appointment 0:1 the termination of his previous appointment as director 45 
ofthe company, if notice has been given as aforesaid in connection with, or at 
any time during the continuance of, such previous appointment. 
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(2) Any person y;h()-

(a) fails to give notice of his age as required by sub-section (1), or 

(b) acts as director under any appoint111ent which is invalid or has 
terminated by reason of his age, . 

S shall be punishable wiih fine which may extend to fifty rupees for every 
day during which the failure continues or during which he continues to 
act as aforesaid, as the case may be. 

(3) For the purposes of sub-section (2), a person who has acted as director_ 
under an appointment which is invalid or has terminated, shall be deemed to 

IO have continued so to act throughout the period from the date of the invalid 
appointment or the date on which the appointment terminated, as the case 
may be, until the last day on which he acted thereunder. 

V acatitjn of Office by Directors. 

261. Vacation of office by directors-{1) The office of a director 
15 shall be vacated if-!. 

(a) he fails to obtain within the time spec!fied in sub-section (1) of section 
248, or at any time thereafter ceases to hold, the share qualification, if any, 
required of him under the articles of the company, or 

(b) he is found to be of unsound mind by a Court of competent jurisdic-
20 tion, or 

(c) he is adjudged an insolvent, or 

(d) he is convicted by a Court in India of any non-bailable ofience as 
defined in sub-section (3) of section 252, or 

(e) he is convicted- by a Court in India of any other offence and is 
25 sentenced in respect thereof to transportation or to imprisonment for not less 

than two years, or -

. (f) he, or any firm in which he is a partner, or any private company of 
which he .is a director, fails to pay any call in respect of shares of the company 
held by ·him, the firm or the private company, as the case may be, within 

30 six months from the last date fixed for the payment of the call, or 

(g) he, or any firm in which heisapartner,oranyprivate company of 
which he is a· director, without the sanction of the company in general 

_ meeting, accepts or holds any office or place of profit under the company, 
-other than that of a managing director or manager or a legal or technical 

35 adviseror a banker, or 

(h) he absents himself from three consecutive meetings of the directors 
or from all meetings ofthe directors for a continuous period oft~ree months, 
whichever is longer, without leave of absence from the board of directors, or 

(i) he, or any firm in which he is a partner, or any priva~e company of which 
40 he is a director, accepts a loan, or any guarantee or secunty for a loan, from 

the company in contravention of section 273, or 

U) he acts in contravention of section 277, or 

_ (k) he is removed by an ordinary resolution passed by the company 
in general meeting in pursuance of section 262. 
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(2) Notwithstanding anything in clauses (c),( d) and (e) of sub-section (1~, 
the disqualification referred to in those clauses~ ~ot ~e eff~ ~?1 
thirty days have elapsed from the da:t~ of su~. disCJ.ualifica?on, or tf Wlthtn 
thotie thirty days an appeal or reVJst?n peuuon 1s filed t;~. respe~ ?f~e 
adjudication, conviction or sentence, until that appeal or rev1s1on petition IS S · 
disposed of. 

(3) A private company which is not a subsidi~ of a public companY 
may, by its articles, provide, that the; offi~e of dire<:tor shall be vacated on 
any grounds in addition to those specified m sub-section (1). 

z6%. Removal of directors.-{!) A company may, by o1dinary 10 
rec;olution, _remove a dtrector before the expiration of his period of office : 

Provided that this sub-section shall not, in the case of a private company 
authorise the removal of a ditector holding office fo~ life on the 1st .day of 
April 1952, whether or not subject to retirement ~der an age l1m1t by 
virtue ofthe articles or otherwise. . IS 

{2) Special notice shall be required of any resolution to remove a 
director under this section or to appoint somebody instead of a directol' so 
removed at the meeting at which he is removed. 

(3) On receipt of notice of a resolution to remove a director Wlder . 
this section, the company shall forthwith send a copy thereof to the 20 
director concemed, and the director (whether or not he is a member of the 
company) shall t-e entitled to be heard on the resolution at the meeting. 

\4) Where· notice is given of a resolution to remove a director under this 
section and the director concemed,, makes with respect thereto represen
tations in writing to the company (not exceeding a reasonable length) and 25 
requests their notification to members of the company, the company shall, 
unless the representations are received by it too late for it to do so,-

{ a). in any notice of the resolution given to members of the company, 
state the fact of the representations having been made ; and 

(b) send a copy of the representations to every member of the company 
30 to whom notice of the meeting is sent (whether before or after 

receipt of the representations by the company) ; 

and if a copy of the representations is not sent as aforesaid because they we~e 
r:e<;ive.d too la~e o_r because of the company's d~fault, the director may (without 
preJudice to h1c; nght to be heatd orally) reqwre that the representation..• .,nall 35 
te read out at the meeting : 

Provided t?at Q)pies of the representations need not be sent out ~d ~e 
representatiOns need not be read out at the meeting if, on the application either 
of the company or of any other person who claims to be aggrieved, the Court 
is sati.>fied that the rights conferred by this section are being abused to secure 

40 needless publicity for defamatory matter ; and the C..ourt may order the ·· 
comrany's costs on an application 1mder this section to be paid iri whole or iiL. 
part hy the director, notwithstanding that he is no.: a party to the application. 

(~) A vacancy created ~y the removal of a director under this section 
may, .if he ha.d been appotnted by the company in general meeting or by 
the direct<?rs tn pursuance of section 244, be filled by the appointment of 45 
anot~er directo_r in his stead by the meeting at which he is removed, 
prov1de~ spcc1al notice of the intended appointment was ~ivcn under 
sub-sectton (2). 
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A director so appointed shall hold office until the date up to which his 
predecessor would have held office if he had not been removed as aforesaid . 

. (6) If the. vacancy is not filled under sub-section (5), it may be filled as a 
casual vacancy in accordance with the provisions, so far as they may be appli-

5 cable, of section 244, and all the ptovisions of that section shall apply accord-
ingly: - _ 
Provided that the · director who was rem()ved from office shall not be re
appointed as a director by the board of directors. 

(7) Nothing in this section shall be taken as depriving a person removed 
IO thereunder of any compensation or damages payable to him in respect of the 

termination of his appointment as director or of any ~pointmeat terminating 
with that as director or as derogating from any power to remove a director 
which may exist apart from this section. 

(8) This section shall not apply to directors appointed before the 15th 
15 day of January 1937· 

Directors' meetings 

· 263. Directors' meetings to be held once in every two months.
In the ca5e of every company, a meeting of its directors shall be held at least 

· once in every two calendar months, that is to say, if a directors' meeting is 
20 held in any calendar month, the next meeting shall be held not later than 

. the last day of the calendar month immediately succeeding the next calendar 
month.-

-264. Notice of directors' meetings.-{1) Notice of every meeting of 
the directors of a company shall be given in writing to every director for 

25 the time being in India. · 

(2) Every officer of the company whose duty it is to give notice as afore
said and who fails to do so shall be punishable with fine which may extend 
to one hundred rupees. 

(3) Any accidental failure or omission to give notice as aforesaid to any 
30 director shall not invalidate the proceedings at the meeting. . . -

35 

265. Quorum for directors' meetings.-The quorum for a direc-
tors' meeting shall be- . · 

(a) one-third of the total number of the directors, as determined 
under section 239 or 242, as the case may be, including therein 
the number of the directors, if any, whose places may be vacant 
at the time, or 

(b) two directors, 

whichever is higher. 

266. Procedure where meeung aaJournea I or want oi quorum.-
40 (1) The provisions of section 263 shall not be deemed to have 

been contravened merely by reason of the fact that a directors' meeting which 
had been duly called in compliance with the terms of that section could not 
be held for want of a quorum. 

- (2) I~ such a case, unless the articles otherwise p~ovi~e, the m~e~g 
shall automatically stand adjourned to the same day and tune m the fullowmg 45 week, or if that day is a public holiday, to the same time on the next succeed
ing day which is not a public holiday, 
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' . 267. Procedure where anything required to be done at direc-

tors' meeting.-Where anything is specifically directed or required to be 
Jone at a directors' meeting, whether by this Act or by the articles or by 
any sp!cial resolution passed by the company in general meeting, such thing 
shall be done only by means of a resolution passed at a meeting of the 5 
directors; and it shall not be sufficient to secure the approval of the directors 
tcf the resolution after circulating it to them in draft, together with the 
necessary papers. if any. 

268. Passing of resolutions by circulation.-No resolution shall 
be deemed to have been duly passed by the directors or by a committee of 10 
directors by circulation, unless the resolution has been circulated in draft, 
together with the necessary papers, if any, to all the directors, or to all the 
members of the committee, then in India, and has been approved by such 
of them, or by a majority of such of them, as are entitled to vote on the reso-
lution. 15 

269. Validity of acts of directors.-Acts done by a person as a 
direct(lr shall be valid notwithstanding that it may afterwards be discovered 
that his appointment was invalid by reason of any defect or disqualification 
or had terminated by virtue of any provision contained in this Act or in the 
articles : 20 

Provided that nothing in this section shall be deemed to give validity to 
acts done by a director after his appointment has been shown · to the 
company to be invalid or to have terminated. 

Directors' Powers q~ad Restrictions thereon 

270. General powers of directors.-{1) Subject to the prov1s1on 25 
contained in section 272 and where the company has a managing agent 
subject also to the provisions contained in Schedule VII, the directors 
of a company shall be entitled to exercise all such powers, and to do all such 
acts and things, as the company is authorised to exercise and do : 

Provided thlt the directors shall not -exercise any power or do any act 30 
or thing which is directed or required, whether by this or any other 
Act or by the memorandum or articles· of tte company or otherwise, to 
be exercised or done by the company in general meeting : 

Provided further that in exercising any such power or doing any such 
act or thing, the directors shall be subject to the provisions contained in that 35 
behalf, in this Gr any .other Act, or in the memorandum or articles of the 
company, or in any regulations not inconsistent therewith and duly made 
thereunder, including regulations made by the company in general meeting. 

(2) No regulation made by the company in general meeting shall in
v.llidate any priot act of the directors which would have been valid if that 40 
regulation had not been made. 

271. Certain powers to be exercised by directors only.
(I) Only the directors of a company shall exercise the following powers 
on behalf of the company, and they shall do so only by means of resolution 45 
passed at a directors' meeting :-

(a) the power to issue debentures ; 
(b) the power to make cal1s on shareholders m respect of money so 

unpaid on their shares ; 
48 1\1 of Law. 
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(c) the power to borrow moneys; 
(d) the power to invest the funds of the company; 
(t1) the power to make loans; 
(f) any power which is not or would not be exercisable, by virtue of 

5 the provisions contained in this Act (including Schedule VII), 
by the managing agent o( the company, if the company has a 
managing agent or if a managing agent were appointed thereto : 

Provided that the directors may, by a resolution passed at a directors' 
meeting, delegate to any committee of directors, the managing director, the 

10 managing agent or the manager of the company the powers referred to in 
clauses (c), (d) and (e), to the extent specified io sub-sections (2), (3), and 
(4) respeCtively. 

(2) Every resolution delegating the power referred to in clause (c) of 
sub-section ( 1) shall specify the total amount up to which moneys may be 

15 borrowed by the delegate. 

l3) Every resolution delegating the power referred to in clause {d) of 
sub-section (1) shall specify the total amount up to which the funds may 
be invested, and, the nature of the-investments which may be made, by the 
delegate. -

20 (4) Every resolution delegating the power referred to in clause (e) of sub-
section (I) shall specify the total amount up to which loans may be made by the 
delegate, the purposes for which the loans may be so made, and the maximum 
amount of loan which may be made for each such purpo5e in individual cases 

(5) Every directors' resolution required by sub-sections (1) to (4) shall be 
25 passed only at a directors' meeting. 

(6) Nothing in this section shall be deemed to affect the right of the 
company in general meeting to impose restrictions and conditions on the 
exercise by the directors of any of the powers referred to in sub-section (I). 

1.71.. Restrictions on powers of directors.-( I) The directors of a 
30 public company or of a subsidiary of a public company shall not, except 

~ith the consent of such public company or subsidiary in general meeting,-

35 

45 

so 

( a) sell, lease or otherwise dispose of the whole, or sub~1:antially the 
whole, of the undertaking of the company, or where the company 
owns more than one undertaking, -of the whole, or substantially 
the whole, of any such undertaking, or 

(b) remit, or give time for the re-payment of, any debt due by a direc· 
t:or, or · · 

(c) invest otherwise than in trust securities the sate proceeds resulting 
· from the acquisition, after the commencement of this Act, by any . 

Govemn1e-nt or by any local or other authority, without the con
sent of 6.e company, of any such undertaking as is referred to ia 
clause (a), or of any premises or properties used for any such 
UI1dt:rta.lting and without which it · cannot be carried on or 
can be carded on only with difficulty or only after a considet
able time, in pursuam£ of any power conferred on such Govern
ment or authority by any law for the time being in force, or 

(d) borrow moneys after the commencement of this Act, where the 
moneys t~1 be so borrowe-d together with the moneys already 
borrowed· by the compa.TJy, will exceed the aggregate of the 
subscribed capital of the company and its free reserves , or 
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(e) contribute or agree to contribute, after the commencement of this 

Act, to charitable and other funds· any amounts the aggregat.;: of 
which ·exceeds or will, when taken with contributions made 
or agreed to be made before the commencement· of this Act, 
exceed in any financial year five thousand rupees or- two percent s 
of its average net profits during the three financial years 
immediately preceding, whichever is greater. 

(2) Nothing contained in clause (a) of sub-section (1) shall affect,_ 
(a) the title of a buyer or other person who buys or takes a 

lease of any such undertaking as is referred to in that clause, Io 
in good faith and after exercising due care and caution; or 

(b) the sellil;lg or leasing of any property of the company where 
·the ordinary business of the company consists. of, or comprises, 
such selling or leasing. · 

(3) Ar.y resolution passed by the company pe.rmitting any transaction 15 
such as is 1efcrred to in clause \a) of sub-section (1) may attach such condi..: 
tions to the permission as may be spcclfied in the resolution, including condi
tions regarding the use, disposal or investment of the sale proceeds which 
may result from the transaction : 

Provided that this sub-section shall not be deemed to authorise the 2 0 
company to effect any reduction in its capital except in accordance with the 
pwvisions contained in that behalf in this Act. 

(4) (a) No lender or other person dealing with the company shall 
under an obligation to see or inquire whether the limit imposed by clause 
(d) of sub section (1) on borrowing~ by directors is observed. 25 

(b) No debt incurred or secUrity given in exeess of the limit afore
said shall be invalid or ineffectual, unless expres!! notice has been given to 
the lender or the recipient of the security at the time when the debt 
was incurred or the security was given that the limit . hereby imposed had 
been or was thereby exceeded. 30 

273. Loans to directors.-(!) Save as otherwise provided i~· sub-section 
(2), no company (hereinafter in this section referred to as "the lending 
company" ) shall, without obtaining the previous approval of the Central 
Government in that behalf, make any loan to, or give any guarantee or 
provide any security in connection with a loan made by any other person to,--:- 3S 

(a) any director of the lending company or of a company which is 
· its holding company; or 

(b) any firm in which any such director is a partner ; or 
(c) any private company of which any such director is a director or 

member ~ or 40 
(d) any body corporate at a general meeting of which not less that 

twenty-five percent of the total voting power may be exercised or 
controlled by any director, or by two or more directors 
together, of the lending company; or 

(e) any public company in respect of which the Central Government, 4.$ 
by order, declares that it is satisfied that the directors, managing 
director, managing ag~nt or manager theteof is accustomed to act 
in accordance with the directions or instructions of any director 
or directors of the lending company, notwithstanding that the 
provisions of clause (d) may not be satisfied in relation to· such 50 
public company. 
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(2) Sub-section (1) shall not apply to any loan made, guarantee given ot 

security provided-
(a) by a private company unless it is a subsidiary of a public company; 

or 
5 (b) by a banking company ; or 

(c) by a holding company to its subsidiary. 

(~) Every person who is a party to any contravention of sub-section \I) 
including in particular any pe1son to whom the loan is made or who has taken 
the loan in respect of which the guarantee is given or the security is provided, 

IO shall be punishable either with fine which may extend to five thousand rupees 
or with simple imprisonment for a term which may extend to six months : 

Provided that where any loan in connection with which any such guarantee 
or security has been given or provided by the lending company has been re
paid in full, no punishment by way of imprisonment, shall be imposed undor 

IS this sub-section; and where the loan has been re-paid in part, the maximum 
punishment which may be imposed under this sub-section by way of im
prisonment shall be proportionately reduced. 

(4) All persons· who are parties to any contravention of sub-section (I) 
shall be liable jointly and severally to the lending company for the repayment 

20 of the loan or for making good the sum which the lending company may have 
been called upon to pay in virtue of the guarantee given or the set.-urity pro
vided by such company. 

(5) No officer of the lending company shall be punishable under sub
section (3) or incur the liability referred to in sub-section \4) in respect of 

25 any loan made, guarantee given or security provided to any public company 
in contravention of clause (d) of sub-section (I), unless at the time when the 
loan was made, the guarantee was given or the security was provided by the 
lending company, he knew or had exp~ess notice that that clause was 
being contravened thereby. 

30 274· Saving regarding book-debts.-Nothing contained in saction 273 
shall apply to a book-debt which is required to be treated by virtue of the 
provision contained in that behalf in Schedule VI as a loan or advance for the 
purpose of preparing the balance sheet of the company, unless the transaction 
represented by the book-debt was from its inception in the nature of 

35 a loan or an advance. 
2~5· Directors' sanction to be required for certain contracts in which 

particular directors are interested.-(!) Except with the consent of the 
directors, a director of the company, a firm in which he is a partner, any other 
partner in such a firm, or a private company of which such a director is a 

40 member or director, shall not ent:er into any contract with the company-
(a) for the sale, purchase or supply of any goods or m1tenals ; or 
(b) after the commencement of this Act, for underwriting either the 

subscription of the shares ofthe company or the purchase of any 
of its debentures. 

45 (2) Nothing contained in clause (a) of sub-section (r) shall affect-
( a) any contract for the sale, purchase or supply of any goods or 

materials in·which either the company, or the director, firm 
partner or private company, as the case may be, regularly trades, 
provided that the value of such goods and materials does nvt 

50 exceed one thousand rupees in the aggregate in any calendar 
year comprised in the period of the contract ; or 
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{b) any contract which was entered into before the 15th day of 
January, I937· 

(3) The consent of the directors required by sub-section \.I) ·shall not be 
deemed to have been given within the meaning of that sub-section, unless 
the consent is accorded- 5 

(a) by a resolution passed at a directors' meeting ; and 
(b) before the contract is entered into 01 within two months of the date 

on which it was entered into. 

(4) W'here such consent is not acc<;>rded to the contract before it is entered 
into, anything done in pursuance of the contract shall, if such consent is 10 
ultimately not accorded, be voidable at the P>ptio~ of the directors. 

(5) Sub-sections (3) and (4) shall not apply to any case where consent 
has been accorded to the contract before the commencement of this Act. 

2.76. Power of directors to carry on business when managing 
agent is deemed to have vacated office etc.-Where in pursuance of any 15 
provisions contained in this Act the managing agent is deemed to have vacated 
or to have been su~pended from office, or is removed or suspended from 
office, or ceases to act or to be entitled to act a managing agent, or where a per
manent or temporary vacancy has otherwise occurred in the office of manag-
ing agent, then, notwithstanding anything contained in this Act, the directors 20 
of the company shall have power to carry on, or arrange for the carrying on of, 
the affairs of the company until the managing agent again becomes entitled to 
act as such, or until the company' ih general meeting resolves otherwise, 
as the case may be. 

2rocedure etc where Director interested 25 

2.77. Disclosure of interest by director.-(1) Every director of a 
company who is in any way, whether directly or indirectly, concerned or in
terested in a contract or arrangement, or proposed contract or arrangement 
entered into or to be entered into, by or on behalf of the company, shall dis~ 
close the nature of his concern or interest at a meeting of the directors of the 30 company. 

(2) (a) In the case of a proposed · contract or arrangement, the dis
closure required to be made by a director under sub-section (1) shall be made 
at the meeting of the directors at which the question of entering into the 
contract or arrangement is first taken into consideration, or if the director 

35 was not, at the dite of that meeting, concerned or interested in the proposed 
contract or arrangement, at the next meeting of the directors held after he 
becomes so concerned or interested. 

(b) Where the director becomes concerned or interested in a 
contract or arrangement after it is made, the said disclosure shall be made' at 
\he first meeting of the directors held after the director becomes so concerned 40 
or mterested. · 

(3) (a) For the purposes of sub-sections (1) and (2), a general notice 
g~ven to the directors of a company by a director, to the effect that he is a 
d1re~tor or a member of a specified _body corporate or is a member of a 

45 spec1fied firm and is to be regarded as concerned or interested in any con
tract or arrangement which may, after the date of t~> notice, be entered into 
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with that body corporate or firm, shall be deemed to be a sufficient disciosure 
of concern or interest in relation. to any contract or arrangement so made. 

(b) Any such general notice shall expire at the end of the financial year 
in which it is given,· but may be rene.wed for further periods of one finan-

5 cial year at a time, by a fresh notice given in the last month of the financial 
year in which it would otherwise have expired. 

(c) No such general notice, and no renewal thereof, shall be of effect 
unless either it is given at a meeting of the directors, or the director con
cerned takes reasonable steps to secure that it is brought up and read at the 

10 next meeting of the directors after it is given. 

(4) Every director who fails to comply with any of the foregoing provi
sions of this section shall be t>unishab le with fine which may extend to five 
thousand rupees. 

(5) Nothing-in this section shall be taken to prejudice the operation of 
15 any rule of law prohibiting a director of a company from having any concern 

or interest in any codtracts or arrangements with the company. 

z78. Prohibition of participation by interested director.-{1) 
No director of a company shall, as a director, take any part in the discussion 
of, or vote on, any contract or arrangement entered into, or to be entered 

20 into, by or on behalf of the company, if he is in any way, whether directly 
or indirectly, concerned or interested in the contract or arrangement ; nor 
shall his presence count for the purpose of forming a quorum at the time of 
any such discussion or vote ; and if he does vote, his vote shall be void. 

25 

30 

35 

40 

(2) Sub-section (I) shall not apply to-

(a) a private company which is not a subsidiary of a public com-
pany; or -

(") a private company which is a subsidiary of a public company, in 
respect of any contract or arrangement entered into, or to be en
tered into, by the private company with any holding company 
thereof; or 

(c) any contract of indemnity against any loss which the directors or 
any one or more of them may suffer by reason of becoming or 
being sureties or surety for the company ; or 

(d) any contract _or arrangement ent~red into or to be_ en~ered into 
with a public company, or a pnvate company whtch 1s a sub
sidiary of a public company, in which the interest of .the director 
aforesaid consists solely in his being a , director of such 
company and the holder of not more than such number of shares 
therein as is requisite to qualify him for appointment as a director 
thereof; or 

(e) a public company _or a private co~pany, w:hich_is a. s~bsidiary of a 
public company, m respect of wht~h a ?ottficatto? ts ~ssued under 
sub-section (J), to the extent specified m the nouficauon. 

(3) In the case of~ public comp~y, or a private company whi~h is a 

45 subsidiary of a pubhc company,_ tf. ~e Centr~l _Government. ts of 
opinion that having regard to the destrabthty_ of estabhs~m~ or promotmg any 
industry, business or trade, it would not be m the public mterest to apply all 
or any of the prohibitions contained in sub-section (I) to the company, the 
Central Government may, by notification in the Official Gazette, direct tha 
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that sub-section shall not apply to such company or shall apply thereto 
subject to such exceptions, modifications and conditions as may be specified 
in the notification. 

(3) Every director who contravenes the provisions of this section 
shall be punishable with fine which niay extend to 'five thousand rupees. S 

279· Register of contracts in which directors are interested.--{1) 
A register shall be kept by the company in which shall be entered parti
culars of every contract or arrangement to which section 277 applies, 
including in every case the following particulars, namely :-

(a) the date of such contract or arrangement ; 10 

(b) the names of the parties thereto ; 
(c) the principal terms and conditions thereqf ; 
(d) the date on which it was placed before the directors' meeting ; 
le) the'names of the directors voting for or against the contract or 

arrangement and the names of those remaining neutral. . . IS 

(2) Particulars of every contract or arrangement to which section 277 
applies shall be entered in the register aforesaid within three days of the 
directors' meeting at which the contract or arrangement is approved ; and the 
register shall be placed before the next meeting of the directors and shall 
then be signed by all the directors present at that meeting. 20 

(3) If default is made in complying with the provisions of sub-section 
(1) or (2), the company, and every officer of the company who is in default, 
shall be punishable with fine which ~y extend to five hundred rupees. 

(4) The register aforesaid shall be kept at the registered office of the _ 
company, and shall be open to inspection at such office, and extracts may 25 
be taken therefrom and copies thereof may be required, by any member of 
the company to the same extent, in the, same manner, and on payment of the 
same fee-as in the case of the register of members of the company; and 
the provisions of section 156 shall apply accordingly. · 

280. Disclosure to members of director's interest in contract 30 
appointing manager, managing director or managing agent.-{1) 
Where a company- _ · 

(a) enters into a contract for the appointment of a manager of the 
company, in which contract any director of the company is in any 
way, whether' directly or indirectly, concerned or int~r!l>ted, 35 
or 

(b) varies any such contract already in existence and in which a 
director is concerned or interested as aforesaid, 

the company shall, within twenty-one days from the date of entering into the 
contract or of the varying of the contract, as the case may be, send to every 40 
member of the company an abstract of the terms of the contract or variation, 
together with a memorandum clearly specifying the nature of the concern or 
interest of the director in such contract or variation. 

(2) Where a company enters into a contract for the appointment of a 
managing director of the company, or varies any such contract which is 
already in existence, the company shall send an abstract of the terms of the 45 
contract or variation to every member of the company within the time 
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specified in subsection (1) ; and if any other director of the company is 
conc.er~ed or interested in the contract ~r variation, a memorandum clearly 
specifying the nature of the concern or Interest of such other director in 
the contract or variation shall also be sent to every member of the company 

S with the abstract aforesai~. 

(3) Where a company proposes to enter into a contract for the appoint
ment of a managing agent, in which contract any director of the company 
is concerned or interested as aforesaid, or proposes to vary any; such contract 
already in existence in which a director is concerned or interested -as afore-

IO said, the company shall send the abstract and memorandum referred to in 
sub-section (2) to every member of the company, h sufficient time before 
the general meeting of the company at which the proposal is to be 
considered. 

(4) Where a company enters into a contract for the appointment of a 
15 managing agent in pursuance of section 276, for a temporary period for 

carrying on the affairs of the company, the company shall send to every mem
ber of the company, within twenty-one days of the making of the contract, 
an abstract of the terms thereof, and if any director of the company is 
concerned or interested as aforesaid in the contract, also a memorandum 

20 clearly specifying the nature of the concern or interest of the director in 
such ·contract. 

(5) All contracts entered into by a company for the appointment of a 
manager, managing director or managing agent shall be kept_ at the 
registered office of the company, and shall be open to the ii1~pection of any 

25 member of the company at such office; and extracts may be taken therefrom 
and copies thereof may be required by any such member, to the same extent, 
in the same manner and on payment of the same fee, as in the case of the re
gister ·of members of the company; and the provisions of section 156 shall 
apply accordingly. 

30 ( 6) If default is made in complying with the foregoing provisions of this 
section, the company, and every officer of the company who is in default, 
shall be punishable with fine which may extend to one thousand rupees. 

Register of Directors, etc. 

281. Register of directors, managing directors, managing agents 
35 and managers.-( I) Every company shall keep at its registered office a register 

of its directors, managing directors, managing agents, managers and secretaries 
containing with respect to each . of them the following particulars, that is 
to say:-

40 

45 

so 

(a) in the case of an individual, his present name and surname in full; 
any former n~me or sw:name in f~; ~s us.ual residential a.d~s; 
his nationality; and, tfthat nationality 1s not the natiOnality 
of origin, his nationality of origin; his business occupation, if any; 
ifhe holds the office of director, managing director, managing 
agent, manager or secretary in any cth~r body corpora~e, the 
particulars of each such offic~ he~d by hun ; ~~ except m t~?-e 
case of a private company which IS not a su bstdiary of a public 
company, the date of his birth; 

(b) in the case of a body corporate, its corporate name ~d re~stered 
or principal office ; and the full name, addre~s, n~tlonality, and 
nationality of origin, if different from that natiOnality, of each of 
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fts directors ; and if it holds the office of managing agent, · cH
rector, m,anaging director, manager or secretary in any other 
body corporate, the particulars of each such office so held ; 

(c) in the case of a firm, the na.111e of the firm, the full name, address, 
nationality, and nationality of origin, if different from that na- S 
tionality, of each partner ; and the date on which each 
became a partner ; and if the firm holds the office of mana- . 
ging agent, director, managir•g director or manager secretary 
in any other body corporate, the particulars of each such 
office so held ; · 10 

(d) if any director or directors have been nominated by a body corporate, 
its corporate name; all the particulars referred to in clause (a) 
ih respect of each director so nomin!Ued, and also all the 
particulars referred to in clause (b) .in respect of the body 
corporate; 15 

(e) if any director or directors have been nominated by a firm, the 
name of the firm, all the particulars referred to in clause 
(a) in respect of each director so nominated, and also all the 
particulars referred to in clause (c) in resp.ect of the firm. 

Explanation.-For the purposes of this sub-section-
(!) any person (whether an individual, a b9dy corporate, or a 

firm) in accordance with whose instructions, the directors of a 
company are · accustomed to act shall be deemed to be a director 

20 

ofthe company ; 
1 

.• 

(2) in the case of a person usually known by a title different from 25 
his surname, the expression "surname" means that title ; and 

(3) references to a former name or surname do not include- , . 
(a) in the case of a person usually known by rui Indian title differ-

ent from his surname, the name by which he was known 
previous to the adoption of, or succession to, the title ; 

(ia) in the case of any person, a former ·name or surname, where that 
name or surname was changed or disused before the person 
bearing the name attained the age of eighteen years, or has been 
changed or disused for a period of not less than twenty years; 
and · 

(iia) in the case of a married woman, the name or surname by 
which she was known previous i:o the marriage. . 

30 

(2) The company shall, within the periods respectively mentioned in this 
sub-section, send to the Registrar a return in the prescribed form containing the 
particulars specified in the said register and a notification in the prescribed 40 
form of any change among its directors, managing directors, managing agents, 
managers or secretaries or in any of the particulars contained in the register, 
specifying the date of the change. 

The period within which the said return is to be sent shall be a period of 
twenty-eight days from the appointment of the first directors of the company 4S 
and the period within which the said notification of a change is to be sent shall 
be twenty-eight days from the happening thereof. 

(3) If default is made in complying with sub-section (1) or (2), the 
company, and every officer of the company who is in default, shall be punish-
able with fine which may extend to fifty rupees. " $O 
f,B M o~ Law! 
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. 282. inspectio~ of the. register.-(1) .The register to be kept undet 
sectton 281 shall durmg busmcss hours (subJect to such reasonable restrictions 
as the company may by its articles or in general meeting impose, so that not less 
than two hours in each day are allowed for inspection) be open to the inspee1ion 

5· of any member ofthe company without charge and of any other person on 
payment of one rupee for each inspection. · 

(;>) If any inspection required under sub-section ( 1) is refused, the 
company, and every officer of the company who is in: default, shall be punish-
able with fine which may extend to fifty rupees. · 

10 (3) In the case of any such refusal, the Court may, by order, direct an 
immediate inspection of the register. 

283. Duty of directors etc., to make disclosure.-Every director 
- (including a person deemed to be a director by virtue of the Explanation to 

sub-section (1) of section 281), managing director, managing agent, manager or 
15 secretary of any company, who is appointed to the office of director, managing 

-director, managing agent, manai,cr or secretary of any other body corporate 
shall, within twenty days of his appointment, disclose to the company afore
sai1 the particulars relating to the office in the other body corporate which are 
required to be specified under sub-section ( 1) of section 281 ; and if he fails to 

20 -do so, he shall be punishable with fine which may extend to five hundred 
rupees. 

284. Register to be kept by Registrar and inspection thereof.
(!) The Registrar shall keep a separate register or registers in which th~re shall 
be entered the particulars received by him under sub-section (2) of section 281 

25 in respect of companies, so however that all entries in respect of each such 
company shall be together. 

(2) The register or registers aforesaid shall be open to inspection by any 
member of the public at any time during office hours, on payment of the 
prescribed fee. 

30 . 285. Register of directors'. shareholdings, etc.-(I) Every com-
pany shall keep a register showing, as respects each director of the com
pany, the number, description and amount of any shares in or debentures 
of the company or any other body corporate, being the CLlmpany's subsi
diary or holding company, or a subsidiary of the company's holding com-

35. pany, which are held by or in trust for him or of which he has any right to 
become the holder (whether on payment or not) : 

Provided that the register need not include shares in any body corporate 
which is the· wholly-owned subsidiary of another body corporate, and for 
this purpose, a body corporate shall be deemed to be the wholly-owned 

40 subsidiary of another if it has no members but that other and that other's 
wholly-owned subsidiaries and its or their nominees. 

(2) Where any ~hares or deben~ures ~ve to be re_corded in the said 
register or to be olDltted therefrom, m relauon to any di~ector, by reas<?n of 
a transaction entered into after the commencement of this Act and while he 

45 
is a director, the register shall also show the date of, and the price or 
other consideration for, the transaction : 

Provided that where there is an interval between the agreement fo 
any such transaction and the completion thereof, the date so shown shal 
be that of the agreement. 
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(3) Tne nature and extent of a director's interest or right in or over any 
shares or debentures recorded in relation to him in the said register shall, 
if he so requires, be indicated in the register. 

(4) The comp:my shall not, by virtue of anything done for the purposes 
of this section, be affected with notice of, or be put upon inqe.iry as to, the J 
rights of any person in relation to any shares or debentures. 

(S) The said register shall, subject to the provisions of this section, be 
kept at the registered office of the company, and shall be open to inspection 
during business hours (subject to such reasonable restrictions as the company 
may, by its articles or in general meeting, impose, so that'not less than two 10 
hours in each d.1Y: are allowed for inspection) as follows :-

(a) during the period beginning fourteen days· before the date of the 
company's annual general meeting and ending three days after 
the date of its conclusion, it shall be open to the inspection of 
any member or holder of debentures of the company ; and 1$ 

(b) during that or any other period, it shall be open to the inspection 
of any person acting on behalf of the Central Government. or 
of the Registrar. 

In computing the foUrteen days and the three days mentioned in this 
sub-section, any day which is a Saturday, a Sunday or a blnk holiday shall 20 
b·! disreg:~rded. 

(6) Without prejudice to the rigQ.ts conferred by sub-section (5), the 
. Central Government or the Registrar· m1y, at any time, require a copy of 
the said register, or any part thereof. 

(7) The said register shall also be produced at the commencement of 2$ 
the company's annual general meeting and shall remain open and accessible 
during the continuance of the meeting to any person having the right to 
attend the meeting. 

(8) If default is made in complying with sub-section (7), the company, 
and every officer of the company who is in default, shall be punishable with 30 
fine which may extend to five hundred rupees. 

(9) If default is made in complying with sub-section (1) or (2), or if any 
in'>pection required under this section is refused, or if any copy required 
thereunder is not sent within a reasonable time, the company, and every 
officer of the company who is in default, shall be punishable with fine which 31 
may extend to five thousand rupees and also with a further fine which 
may extend to twenty rupees for every day during which the default conti
nues. 

(10) In the case of any such refusal, the CoUrt may, by· order, compel 
an immediate inspection of the register. 40 

(11) For the purposes of this section- . 
(a) the following shall be deemed to be directors of the company, 

namely:-
(i) any person in accordance with whose directions or ins

tructions the directors of a company are accustom-:-d to act; 1, 
(ii) the managing agent of the company ; 

(iii) any partner of such ma'laging a~en~ ; 
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(lv) any firm in which such managing a~ef'lt Is a partner ; 
(v) any private company which is an associate of such managina 

agent ; • 
(vi) ~Y public co~pany or which such managing agent is a 

director, managtng agent or manager; 

(b) a dire.ctor of a company shall be deemed to hold, or to have an 
interest or a right in or over, any shares or debentures, if a body 
corporate other than the company holds them or has that in· 
terest or right in or over them, and either-

lO (l) that body corporate or its directors are accustomed to act 
· in accordance with his directions or instructions ; or 

(it) he is entitled to exercise or control the exercise of one-third 
or more of the total voting power exercisable at any general 
meeting of that body corporate. 

IS 286. Duty of directors and persons deemed to be directors 
to make disclosure of shareholdings.-(1) Every director of a company, 
and every person deemed to be a director of the company by virtue of sulJ. 
section (n) of section 285, shall give notice to the company of such mat· 
ters relating to himself as may be necessary for the purposes of that sec-

20 tion. · 

25 

(2) Any such notice shall be given in writing, and if it is not given at a 
meeting of the directors, the person giving the notice shall take all reasonable 
steps to secure that it is brought up and read at the meeting of the directors 
next after it is given. · 

(3) Any person who fails to comply with sub-section (1) or (2) shall be 
punishable with imprisonment for a term which may extend to two years, 

or with fine which may extend to five thousand rupees, or with both. 

Remtmeration of Directors 

287. Remuneration of directors.-( I) The remuneration payable to the 
30 directors of a company, including the managing director, shall be determined, 

in accordance with the provisions of this section, either by the articles of 
the company, 01 by a resolution or if the articles so require, by a special reso. 
lution, passed by the company in general meeting. 

l2) A di~ector may receive remuneration either by way of a monthly 

3
, payment, or by way of a fee for each meeting attended, or partly by the one 

. way oand partly by the other. 

~,_3) In lieu of or in addition to the remuneration specified in sub-section 
(2), remuneration may be paid to a director who is either in the whole-time 
employment of the company or a managing director, at a specified percentage 

40 . pf the "net profits, of the company : 

Provided that such percentage shall not exceed five for any such director 
or where there is more than one. such director, for all of th~tm together. 

(4) In the case of a director who is not either in the whole-time employ
me!i.t of the company O£ a managing di.ector and whose remunetation does 

45 not include anything by way of a monthly payment, the company may, by 
·.special resolution, athorise the payment, to such director, or where there i~ 
more that'\ OQe sq.cq d,irector ~o aH of the~ to~ether-
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(a} if the company has a managing agent, of a commission not exceed. 

ing one per cent of the "net profits" of the company. 

(b) if the company ha~ no managing agent, of a com·nission not ex· 
ceeding three per cent of the "net profits" of the company. 

(5) Any payme11ts made to director.> in pursue-nee of the foregoing sub- S 
sections, including payments by way of commission, shall be deemed to be 
part of the working expenses of the company for all purposes except that of 
calculating the "net profits" of the company referred to in sub-sections (3) · 
and (4). The net pr(lfits afore-;aid sha!l, in all other respects, be computed 

· 1n the manner laid down in Sections 330, 331 and 33~· 

(6) No director of a company who is in receipt of any commtsswn 
from the company and who is neither a director who is in the whole-time 
employment of the company nor a managing director shall be entitled to 
receive any commission from any subsidiary of such' company. 

IO 
' 

(7) The special resolution referred to in sub-section (4) shall not remain 
In force' for a period of more than five years; but may be renewed, from time 
to time, by special resoluti~)n for further periods of not more than five years 

IS I 

at a time: · 

Provided that no renewal shall take place except in the last of the years in 
which the resolution to be' renewed is in force. 

(8) The provision~ of this section shall come into force immediately .on the 
commenc.:ment of this Act. 

I .• 

(9) The provisions of this section shall not apply to a private company 
unless it is a subsidiary of a public company. 

General Provisions applicable to Directors anll certain others 

288. Prohibition of assignment of omce by director or mana
ger.-Any assignment of his office made after the commencement of 
this Act by any director or manager of a company shall be void. · 

289. Appointment of alternate directors and their term of office .• 

.. 

20 

(I) The directors of a company m1y, if so authorised by its articles or by a 30 
resolution passed in general meeting by the company, appoint an alternate 
director to act for a director (hereinafter in this section called " the origi-
nll director") during his ab:;enc-e of not less than three months from the 
district in which meetings of the directors are ordinarily held ; and such 
an appointment shall not be deemed to be an assignment of the office of 3l 
director within the meaning of 288. . 

(2) An alternate director appointed under sub-section (I) shall vacate 
office if and when the original director returns to the district in which 
meetings of the directors are ordinarily held. 

(3) If the term of office of the original director is determined before 40 
he so returns to the district aforesaid, no provision for the automatic re
appointment of retiring directors in default of another appointment shall 
apply to the alternate director. 

(4) For the purposes of this section-

(a) the presidency-town of Calcutta shalt be qeemeo tQ be part 4S 
of the_24-Paq;anas ctistrict~ ' 



134 
(b) the presidency-towil of M ldras shall be d~m ~d to be part of the 

Chingleput district, and • 

(c) the presidency-town of Bombay and the Bombay suburban and 
Thana Districts shall be deemed to be one district. 

5 290. Director etc. not to hold office or place of profit.-'( I). Except 
with the previous consent of the company accorded by a special re>olution, 
no director of a company, no firm in which such a director is a p:trtn'!r, 
no partner of such a director, no private company of which such a 
director is a director or member, and no director, managing agent or m1nager 

IO of such a private company shall hold any office or place of profit, except 
that of a managing director or manager or a legal or technical adviser or 
banker--

IS 

'(a) under the company, ·or 
(b) under any 'subsidiary of the company, unless the r~muneration 

received from such subsidiary in respect of such office or place 
is paid over to the company or its holding company: 

Provided that this sub-section shall not apply to ·a director al)o.)inte.d 
before the 15th day of January 1937, in respect of any office or place· ~f profit 
under the company held by him from before that date. 

20 (2) Any office or place in a company, other than that of a managing agent 
or of a trustee for the holders of debentures in the co:npany, shall be deemed to 
be an office or place of profit under th'! company within the m·~a·1.ing of sub
section (I), if the director holding it obtains anything by way of remuneration 
over and above the remuneration to which he is entitled as such director,. 

25 whether by way of salary, fees, commission, perqui<>ites, the right to occupy 
free of rent any premises as a pbce of residence, or otherwise. 

Restrictions on appointment of managing directors and managers etc. 

291. Application of sections 292 to 296.-Sections 292 to 296 shall 
not apply to a private company, unless it is a subsidiary of a public company. 

30 292. Number of compani !S of which one person may be appointed 
managing director or manager.--( I) No company shall, after the com
mencement of this Act, appoint or employ as mmaging director or m.mager, 
any person who is either the managing director or the manag-::r of any other 
company, except as provided in sub-section (2). 

33 (2) A company mar appoint or. emi?loy a<; its mmaging director or 
m~nager, a person who 1s the managmg d1recto: or manager of one, and of 
not more than one, other company: 

Provided that such appointment or employment is made or approved 
by a resolution passed at a. directors' m~ting wi.th the co:asent of all !he 

40 directors present at the meetmg and of wh1ch m"!etlng and of the resolutiOn 
to be ~oved thereat special notice has b~n giv.;!n to all the m::mbers then 
in India. 

t3) Where, at the commencement of this Act, any person is holding the 
office either of managing directo: or of manager in more th~ two companies, 

45 he shall, within one month from the commenccm::nt of this Act, choose not 
more than two of those companies in which he wishes to continue to hold 
the office of managing director or mmager, as the case may be ; and the pro
visions of clauses tb) and (c) of sub-section (I) and of sub-sections (2) anq 
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(3) of section 254 shall apply mutatis m~tandis lit relation to this fuse, as 
those provisions apply in relation to the case of director. 

291· Managing director, manager etc. not to be appointed for a 
term of more than five years at a time.--(1) No company shall, 
after the commencement of this Act, r.ppuint or employ, save as provided in 
sub-iection (2),- -

(a) any 1udividual as its managing director or m.mager ; or . 
(b) any body corporate or firm to or in any office or place of pro~t 

. under the company; 
for a term exceeding five years at a time. 

(2.) Sub-section (1) shall not apply to the appointment or employme:...t 
of a person a~ a technician or as a consultant, .. unless he is already-· 

· (a) a managing agent of the company, or 
(i•) where the managing i.lgent is a· firm, a partner in the firm, or 

s 

10 

(iia) where the managing agent is a private company, a director or IS 
member of such company, or 

(iv) where the managing agent is a public company,' a director of 
such company. 

(3) Any individual h-:>lding at the comm\!ncement of this Act the 
office of managing director or manager in a company, and any body corporate 20 
or firm holding at such commencement any office or place of profit under a 
company, shall, unless his or its t.;rm expires earlier, be deemed to have 
vacated his or its office immediately on the expiry of five years from the 
commencement of this Act. '··· 

(4) Nothing contained in sub-section (1) shall be deemed to prohibit 25 
the re-appointment, re-employment, or the extension of the term of office, 
of any person by further periods not exceeding five years on each occasion_ : 

Provided that any such re-appointment, re-employment or extension 
shall be sanctioned only in_ the last two years of the existing term •. 

(5) The expressions " office " and " place of profit " shall have the same 30 
meaning in this section as they have in section 2.90. 

2.94· Firm or body corporate not to be appointed ntanaget.-No 
company shall, after the commencement of this Act, appoint or employ, or 
continue the appointment or employment of, any firm or body corporate as 
its manager. 3$ 

2.95. Certain persons not to be appoiuL~d managers.-(1) No com
pany shall, after the commencement of this Act, appoint or employ, or con• 
tinue the appointment or employment of, any person as its manager wh~ 

(a) is, or has at any time been, adjudged an insolvent; or 
(b) suspends, or has at any time suspended, payment to his creditors, 40 

or makes, or hlls at any time made, a composition with them; or 
(c) is, or has at any time been, convkted by a Court in India of an 

offence involving moral turpitude. 

(2) The Central Government may, by notification in .the Official 
Gazette, remove the disqualification incurred by any person in virtue of 4S 
clause (a), (b), or (c) of sub-section (1), either generally or in relation to any 
company or companies specified in the notification 
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. 296. Calculation of commission etc., in certain cases.-(1) 
Where any commission or other remuneration payable to the manager or 
any other officer or employee of a company is fixed at a percentage of, or is 
otherwise based on, the net profits of the company, such profits shall be 

5 calcu!a~ed in the manner set out in sections 330, 331 and 332. 

(2) Any provision in force at the commencement of this Act, providing 
for the payment of any commission or other remuneration in any manner 
based on the net profits of a company, shall continue to be in force for a 
period of two years from such commencement ; and thereafter shall he-

ro come subject to the provisions of sub-section (1). 

IS 

297. Undischarged insolvent not to discharge functions of direc
tor etc., without Court's leave.-(1) If any person being an undis
charged insolvent, except with the leave of the Court by which he was 

' adjudged insolvent,-

(a) discharges any of the functions of a director, or acts as or discharges 
any of the functions of the managing agent or manager, of any 
company, or 

(b) directly or indirectly takes part or is----concerned in the promo
tion, formation or management of any company, 

20 he shall be pUnishable with imprisonment for a term which may extend to 
two years, or with fine which may extend to five thousand rupees, or with 
both. 

(2) The Court shall not give leave for the purposes of sub-section (1)• 
·unless notice of the intention to apply therefor has been served on the Official 

25 Assignee or Official Receiver concerned; and it shall be the duty 
of the Official Assignee or Official Receiver, if he is of opinion that it is con
trary to the public interest that the leave sLould be given, to attend at the 
hearing of the application and oppose the grant of leave. 

(3) In this section, " company " includes-

30 (a) an unregistered company ; and 

(b) a body corporate incorporated outside India, which has an es• 
tablished place of business within India. 

298. Power to restrain fraudulent persons from managing 
Companies.-(!) Where- _ . 

(a) a person is convicted of ~y offence in connection with the pro
motion, formation or management of a company ; or 

(b) in the course of winding up a company it appears that a person:

(i) has been guilty of any offence for which he is punishable 
(whether he has been convicted or not) under section 503, 

40 or 
(ii) has otherwise been guilty, while an officer of the company, 

of any fraud or misfeasance in relation to the company or of 
any breach of Ws duty to the company ; 

the Court may make an order that that person shall no.t, without. th~ lea vc 
of the Court be a director of,or in any way, whether directly or mdirectly, 45 be concerned or take part in the promotion, formation or management of, a 
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company, for such period not exceeding five years as may be specified 
in the order. 

(2) In sub-section (r), the expression "the Court", 
(a) in relation to the making of an order against any person by virtue 

of clause (a) thereof, includes the Court by which he is convicted, as well S 
as any Court having jurisdiction to wind up the company, as respects which 
the offence was committed; and 

(b) in relation to the granting of leave, means any Court having 
jurisdiction to wind up the company as respects which leave is sought . . 

(3) A person intending to apply for the making of an order under thiS 10 
section by the Court having jurisdiction to wind ·up a company shall give 
not less than ten days' notice of his intention to the person against whom 
the order is sought, and at the hearing of the application, the last-men
tioned person may appear and himself give evidence or call witnesses. 

(4) An application for the making of an order under this section by the IS 
Court having jurisdiction to wind up a company may be made by the Official 
Liquidator, or by the liquidator of the company, or by any person who is or 
has been a member or creditor of the company • . 

(5) On the hearing of any application for an order under this section 
by the Official Liquidator or the liquidator, or of any application for leave 20 
under this section by a person against whom an order has been made on 
the application of the Official Liquichltor or liquidator, the Official Liquidator 
or liquidator shall appear and call the attention of the Court to any matters 
which seem to him to be relevant, and may himself give evidence or call 
witnesses. 25 

(6) An order may be made by virtue of sub-clause (ii) of clause (b) of 
sub-section (1), notwithstanding that the person concerned may be crimi
nally liable in respect of the matters on the ground of which the order is 
to be m1de, and for the purposes of the said sub-clause (ii), the expression 
" officer " shall include any person in accordance with whose directions or 30 
instructions the directors of the company have been accustomed to act. 

(7) If any person acts in contravention of an order made under this 
section, he shall, in respect of each offence, be punishable with imprison
ment for a term which may extend to two years, or with fine which may ex-
tend to five thousand rupees, or with both. 35 

299· Prohibition of tax-free pay-ments.-( I) No company shall pay 
to any officer or employee thereof, whether in his capacity as such or 
otherwise, remuneration free of any tax, or otherwise calculated by refer
ence to, or varying with, any tax payable by him, or the rate or standard 
rate of any such tax, or the amount thereof. •P 

Explanation. -In this sub-section, the expression" tax'' comprises any 
kind of income-tax including super-tax. 

(2) Where by virtue of any provision ~ fo~ce immediatelr be.fore 
the commencement of this Act, whether contamed m the company s art1cles 
or in any contract made with the co:npany or in any resolution passed by 45 
the company in general meeting or by the company's directors, any officer 
or employee of the company h0Uing any office at the ~om...-n,encement of this 
Act is entitled to remuneration in any of the modes prohibited by sub-section 
48 M of Law. 
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(1), such provision shall have effect during the residence of the term for 
which he is entitled to hold such office at such commencement, as if it pro
vided instead for the payment of a gross sum subject to the tax in ques
t ion, which, after deducting such tax, would yield the net sum actually 

S specified in such provision. 

(3) This section shall not apply to any remuneration-

(a) which fell due before the commencement of this Act, or 

(b) which may fall due after the commencement of this Act in res
pect of any period before such commencement. 

10 300. ·Compensation for loss of office not permissible except 
to managing directors and directors who are managers.-( I) No 
company shall mgke to any director, not being a managing director or a 
director holding the office of manager or in the wholetime employment 
of the' company, any payment by way of compensation for loss of office, 

15 or as consideration for or in connection with his retirement from office. 

. (2) Payment by way of compensation or as consideration, as aforesaid, 
may be m:tde to a m:tnaging director or a director holding the office of manager 
or in the wholetime employment of the company in the same circumstances 
in which, and to the same extent to which, such payment may be made to a 

20 managing agent by virtue of sections 347 and 348. 

(3) Nothing in this section shall be deemed to prohibit the payment 
to a managing director or. a director holding the office of manager of any 
remuneration for services rendered by him to the company in any other 
capacity. 

301. Payment to director etc., for loss of office etc., in connec-
25 tion with transfer of undertaking or property.-(!) No director 

of a company shall, in connection with the transfer of the whole or 
any part of any undertaking or property of the company, receive any 
payment, by way. of c<!mpe~satio~ for loss of office or as consideration 

30 for or in connect10n w1th his retirement from office-

35 

( a) from such company; or 

(b) from the transferee of such undertaking or property or from any 
other person (not being such company), unless particulars with 
respect to the payment proposed to be made by such transferee 
or person (including the amount thereof) have been disclosed 
to the members of the company and the proposal has been approv
ed by the company in general meeting. 

( 2 ) Where a director o~ a company receives payment of any amount 
in contravention of sub-secuon (I), the amount shall be deemed to have 

40 been received by him in trust for the company. 

(J) Sub-sections (I) and (2) shall not affect in any manner the operation 
of section 300. 

302. Payment to director for los~ of office etc., in connection 
with transfer of shares.-(1) No director of a company shall, in 

45 connection with the transfer to any perso~s of all or any of the 
shares in a company, being a transfer resultmg from-

(i) an offer made to the general body of shareholders ; 
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(ia) an ~ffer made by or on behalf of some other body corporate with 
a v1ew to the company becoming a subsidiary of such body 
corporate or a subsidiary of its holding company ; 

(iia) an offer made by or on behalf of an individual with a view to 
his obtaining the right to exercise, or control the exercise of, not 5 
less than one-third of the total voting power at any general 
meeting of the company ; or . 

(iv) any other offer which is conditional on acceptance to a given 
extent; 

receive any payment by way of compensation for loss of office, or as consi- IO 
deration for or in connection with his retirement from office,-

(a) from such company ; or 
(b) except as otherwise provided in this secyion, from the transferees • 

of the shares or from any other person (J:?.Ot being such company). 

(2) In the case referred to in clause (b) of sub-section (I), it shall be 15 
the duty of the director concerned to take all reasonable steps to secure that 
particulars with respect to the payment proposed to be made by the 
transferees or other person (including the amount thereof) are included 
in, or sent with, any notice of the offer made for their shares which is 
given to any shareholders, 20 

(3) lf-
(a) any such director fails to take reasonable steps as aforesaid; or 
(b) any person who has been properly required by any such director 

to include the said paniculars in, or send them with, any such 
notice as aforesaid fails so to do ; 25 

he shall be punishable with fine which may extend to two hundred and fifty 
rupees. 

(4) If-- _ 
(a) the requirements of sub-section (2) are not complied with in 

relation to any such payment as is governed by clause (b) of 30 
sub-section (I) ; or 

(b) the making of the proposed payment is not, before the transfer 
of any shares in pursuance of the offer, approved by a meeting, 
called for the purpose, of the holders of the shares to which the 
offer relates and other holders of shares of the same class as any 35 
of the said shares ; 

any sum received by the director on account of the payment shall be 
deemed to have been received by him in trust for any per~ons who have. so!d 
their shares as a result of the offer made, and the expenses mcurred by him m 
distributing that sum amongst those persons shall be borne by him and 40 
not retained out of that sum. 

, (5) Where the shareholders referred to in clause (b) o~ ~ub~section 
(4) are only a part of the members of the company a~d no p~OVlSlOn .1s ma~e 
by the articles for calling or regulating such a meetmg as 1s :n:entlOned. m 
that clause, the provisions of this Act and of the company's arucles relatmg 45 
to general meetings of the company shall, for that . pur12ose, apply to the . 
meeting either without modification or with such modifications a.s the Central 
Government may, on the application of any person conceme~, direct~ for the 
purpose of adapting them to the circumstances of the meetmg. 
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(6) If at a meeting called for the purpose of approving any paymem. 
as required by clause (b) of sub-section (4), a quorum is not present and, 
after the meeting has been adjourned to a later date, a quorum is again 
not present, the payment shall, for the purposes of that sub-section, be 

S deemed to have been approved. • 

IO · 

IS 

303. Provisions supplementary to sections . 300, 301 and 
302.~1) Where in proceedings for the recovery of any payment as having, 
by virtue of sub-section (2) of sec.:tion 301 or sub-section (4) of 
section 302, been rec~ived by any person in trust, it is shown that-

(a) the payment was made in pursuance of any arrangement entered 
into as part of the agreement for the transfer in question, or 
within one year before, or within two years after, that agree

- ment or the offer leading thereto ; and 

.(b) the company or any person to whom the transfer was made was 
· privy to that arrangement ; 

the payment shall be deemed, except in so far as the contrary is shown, to 
be one to which that sub-section applies. 

(2) If in connection with any such transfer as is mentioned in section 
301 or in section 302,-

20 (a) the price to be paid to a director of the company whose office 
is to be abolished or who is to retire from office for any shares 
in the company held by him is in excess of the price which 
could at the time have been obtained by other holders of the 
like shares ; or 

25 (b) any valuable consideration is given to any such director ; 

the excess or the money value of the consideration, as the case may be, shall 
for the purposes of that section, be deemed to have been a payment made 
to him by way of compensation for loss of office or as consideration for or 
in connection with his retirement from office. 

30 (3) References in sections 300, 301 and 302 to payments made to any 
director of a company by way of compensation for loss of office, or as 
consideration for or in connection with his retirement from office, do not 
include any bona fide payment by way of damages for breach of contract 
or by way of pension in respect of past services ; and for the purposes of 

35 this sub-section the expression " pension " includes any. superannuation 
allowance, superannuation gratuity or similar payment. 

(4) Nothing in sections 301 and 302 shall be taken to prejudice the 
operation of any rule of law requiring disclosure to be made with respect 
to any such payments as are therein mentioned or with respect to any other 

40 like payments made or to be made to the directors of a company. 

304. Avoidance of provisions relieving liability of officers 
and auditors of company.-{1) Save as provided in this section, any provi
sion, wh.;:ther contained in the articles of a company or· in any agreement 

· with a company or elsewhere, for exempting any officer of the company 
45 or any person employed by the company as auditor from, or indemnify

ing him against, any liabilitv which, by virtue of any rule of law, would 
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otherwise attach to him in respect of any negligence, default, misfeasance, 
breach of duty or breach of trust of which he may be guilty in relation to the 
company shall be void : 

Provided that-

(a) nothing in this sub-section shall deprive any person of any 5 
exemption or right to be indemnified in respect of any
thing done or omitted to be done by him before the 15th day 
of July 1937 while any such provision was in force; and · 

(b) a company may, in pursuance of any such provision as aforesaid, . 
indemnify any such officer or auditor against any liability incurred Io 
by him in defending any proceedings, whether civil or criminal, 
in which judgment is given in his favour or in which he is acquitted 
or discharged or in connection with any. application under section ' 
590 in which relief is granted to him by the Court. 

(2) Nothing contained in clause (b) of the proviso to sub-section (1) 15 
shall apply to the constituted attorney of the managing agent of a company, 
unless such attorney is or is deemed to be an officer of the company. 

305. Directors etc., with unlimited liability in limited company.
(I) In a limited company, the liability of the directors or of any director or of 
the managing 2.gent or manager may, if so provided by the memorandum, be 20 
unlimited. 

(2) In a limited company in which the liability of a director, managing 
agent or manager is unlimited, the d,i~ectors, the managing agent, and the rna- • 
nager of the company and the member who proposes a person for appointment 
to the office of director, managing agent or manager, shall add to that pro- 25 
posal a statement that the liability of the person holding that office will be 
unlimited; and before the person accepts the office or acts therein, notice in 
writing that his liability wilt be unlimited, shall be given to him by the follow-
ing or one of the following persons, namely, the promoters of the company, 
its directors, its man<tging agent or manager, if any, and its officers. 30 

(3) If any director, managing agent, manager or proposer makes default 
in adding such a statement or if any promoter, director, managing agent, 
manager or officer of the company makes default in giving such a notice, he 
shall be punishable with fine which may extend to one thousand rupees and 
shall also te liable for any damage which the person so appointed may sustain 3S 
from the default, but the liability of the persoa appointed shall not be 
affected by the default. 

306. Special r~solutionUof limited company making liability of 
directors etc., unlimited.-(!) A limited company may, if so authorised by 
its articles, by special resolution, alter its memorandum so as to render un- 40 
limi•ed the liability of its directors or of any director or of its .nanaging agent 
or manager. 

(2) Upon the passing of any such special resolution, the provisions thereof 
shall be_ as valid as if they had been originally contained in th-;,- memorandum: 

Provided that no alteration of the memorandum maki:tg the liability of any 45 
of the officers referred to in sub-section (1) unlimited shall apply to such 
officer, if he was holding the office from before the date of the alteration, until 
the expiry of his then term, unless he has accorded his consent to his 
liability becoming unlimited. 
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(iii) MANAGING AGENTS 

Prohibition of appointment of managing agent in certain cases 

30~. Private comp~ny acting as ~anaging agent not to have 
managtng agent.-No pnv~te company actmg as the managing ag.!nt of any 

5 ?ther company, whether p~bhc or private, shall itself be m~maged by a manag
mg ag~nt, whether such. pnvate company transacts in addition any other kind 
of busmess or not. 

IO 

IS 

20 

~ "Appointment and term of office of managing agent 

308. Application o£ sections 309 to 314.-Th.e provisions of sections 

_ 309 to 314 shall apply only to-

( a) a public company, and 
(b) a private company which is a subsidiary of a public company. 

309. Term o£ office of managing agent.-(I) After the comm~nce
ment of this Act, no company shall- . 

(a) in case it appoints a managing ag.!nt for the first time (that is to say, 
in case the company has had no managing agent at any time since 
its formation), make the appointment for a term exceeding fifteen 
years; 

(b) in any other case, re-appoint or appoint a managing ag.!nt for a 
term exceeding ten years at a time ; 

(c) re-appoint a managing agent for a fresh term, when the existing 
term of the managing agent has two years or more to run: 

Provided that the Central Governm~nt may, if satisfied that it is in the 
interest of the company so to do, permit the re-appointment of a man1ging 

25 agent at an earlier time than that specified in clause (c). 

(2) For the purpose of sub-section (I), re:..appointment does not include 
the re-appointment of any person on fresh, additional or changed conditions 
for any period not extending beyond his existing term, but o:herwise in
cludes-

3:> (a) the renewal, or the extension of the term, of a previous appointment, 
or 

(b) the appointment of any person or persons having an interest in 
the previous managing agency. 

310. Company in general meeting to appoint etc managing agent-
35 (I) The powe1 of appointing, r~-appointing or renewing the appointment of, 

a managing agent, or of varymg the terms of an agreem'!nt With the mmag
ing agent, shall be ex !rcised by the company in general m.!eting. 

(2) Subject to the provis~ons of_this Ac~, the co~pany sh~ be at liberty 
to appoint any person whom 1t considers smtable as tts managtng age:1t. 

40 (3) A special resolution of the company sh1lll:x- required for varying the 
terms of an agreement with th'! managing agent-

(a) unless the variation or variations ~~g the tc~s of the agreement 
into full conformity with the prOVlSlO::ts of thts Act ; or 

(b) unless the variation or each of the variations, as the ca<>e may be• 
45 . h. to the manifest advantage of the company. 
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311. Term of office of existing managing agents to terminate on 
15th August 1959.-(1) Where a company has a managing agent at the 
commencement of this Act, the term of office of such managing agent shall, 
if it does not expire earlier in accordance with the proVisions applicable thereto 
immediat~ly before such commencement, expire on the 15th. day of August s 
1959, unless before that date he is re-appointed for a fresh. term under sections 
309 and 310 or section 314: 

Provided th,at the termination of the managing agent's office unde; this 
sub-section shall not take effect until payment has been made or tendered to ':
him of all moneys due to him in respect of(a) his remuneration (not including · 10 
compensation for loss of office) up to th! date of such termination, and (b) 
loans made by himXto the company ur to such date, not being either loans in 
respect of which debentures have been issued by the company or loans which 
are secured by a mortgage of, or charge on, any ofth~ assets of the company. 

(2) A managing agent whose office stands terminated under sub-section 15 
(1) shall be entitled-

(a) to an indemnity in respect of all liabilities and obligations properly 
incurred by him on behalf of the company before such. termina-
tioo,and · 

(b) in respect of such. indemnity, to a ch-arge on the assets of the com- 20 
pany, subject to all existini charges and incumbrances, if any, 
on such assets. 

]U. Application of Act t«v existing managing agents.-( I) All 
other provisions of this Act except thos~ relating to the remuneration 
payable to a managing agent, shall apply to ~very managing agent holdini 25 
office at the commencement of this Act, with effect from such 
commencement. 

(2) The provisions of this Act relating to the remuneration payable to a 
managing agent shall apply to every managing agent holding .office at the 
commencement of this Act, with effect from the expiry of two years from such 3-::: 
commencement. 

313. Election by existing managing agent of remuneration pay
able under Act.-A managing agent may, by notice given to the company 
before the expiry cf two years from the commencement of this Act, limit the 
remuneration payable to himself after the date of the notice, to the amount 3) 
which will be payable to him under the provisions of this Act. 

314. Eligibility for re-appointment of managing agent on_ such 
election.-Where notice is given as afores1id within a period of one year from 
the commencement of this Act, the man-aging agent shall be t.ligible for 
re-appointment for a term not exceeding ten years commencing from th;! date 40 
of the notice. 

Vacation of office etc., by managing agent 

315. Vacation of office by managing agent on insolvency, disso
lution o~ winding up etc.-Subject to the provisions of section 321, th.e 
managing agent of a company shall be deemed to h,ave vacated his office as 45 
such.-

( a) in case the managing aient is an individual, if he is adjudged an 
insolvent ; 
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(b) in case the managing agent is a firm, on its dissolution f..,r any cause 
whatsoever, including the insolvency of a_partner in tb,e firm ; 

(c) in case the managing agent is a body corporate, on the c:>mmence
ment of its winding up wb.ether by or subject to the supervision 

S ofthe Court, or voluntarily ; 

(d) in all cases, on the comme.l1.cement of the winding up of the com
pany managed by the managing agent whether by or subject to 
the supervision of the Court or voluntarily. 

316. Suspension of managing agent from office where receiver 
IO appointed for his property.-( I) The managing agent_ of a company shall 

be deemed to h1ve b!en suspended from his office as such, if a receiver is 
appointed for his property-

( a) by a Court, or 
(b) by or on behalf of the creditors of the managing agent, including 

15 the holders of debentures issued by the managing agent, in p't.lr· 
suance of any p6wers conferred by any instrument executed by the 
managing agent : 

P1ovided that the Court which appointed the receiver or which will have 
jurisdiction to wind up the managed company, as the case may be, may, by 

20 order, direct that the managing agent shall continue to act as such for 
such period and subject to such restrictions and conditions, if any, as may 
be specified in the order. 

(2) The Court may, at any time, cancel or vary any orc!er passed by it 
under the proviso to sub-section (1). 

25 317. Vacation of office on conviction in certain cases.-Subject 
to the provisions of sections 321 and 322, tb,e managing agent of a company 
shall also be deemed to have vacated his office as such, if-

35 

( a) the managing agent, or 
(b) in case the managing agent is a firm, any partner in the firm, or 
(c) in case the managing ag\!JJi: is a body corporate, any director of, or 

any officer holding a gen~ral power of attorney from, such body 
corporate, is convicted by a Court in India-

(i) of any non-bailable offence as defined in sub-section (3) of 
section 252, or 

(ii). of any other offence, and sentenced for such offence to trans
-portation or to imprisonment for a "period" of not less than 

two years. 

318. Removal for fraud or breach of trust.-A company in general 
meeting may, by ordinary resolution, remove its managing agent from 

40 office-
(i) for fraud or breach of trUSt in relation to the aff~rs of the company 

or of any subsidiary thereof, whether comrmtted before or after 
the commencement of this Act, or 

45 

(ii) for fraud or breach of trust, whether committed before or after 
such commencement, in relation to the affai~s of any other b~dy 
corporate, while such. managing_ agent was mana~ 
director, managing agent or mana~er ot t~e body corporate, 1f a 
Court of Law whether in or outs1de Ind1a, finds such fraud or 
breach of tru;t to have been duly established : 
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l'rovid!d that no managing agent shall be removed from ·office under 
this section for any fraud or breach of trust of which the company was 
aware when the managing agent was appointed or last ·re-appointed by the 
company. 

319. Removal for gross negligence or mismanagement.-A S 
company in general meeting may, by special resolution~ remove its managing 
agent from office for gross negligence in, or for gross mismanagement of, the 
affairs of the company or of any subsidiary thereof. 

310. Power to call meetings for the purposes of · sections 318 · 
and 310 and procedure.-{1) Without prejudice to any other provision IO 
.contained in this Act or in the articles of the company for the calling of meet
ings, any two directors of the company may call a ~neral meeting of the com
pany for th.~ purpose of considering any resolution of the nature referred to in 
'Section 318 or 319. 

(2) On receipt of notice of any such. resolution, a copy of the r~olution IS 
-shall be sent forthwith to the managing agent by the company. 

(3) Th.e managing agent shall have, in relation to any such. resolution, all 
the rights which a director of the company has under section 26~ in relation 
to any resolution for removing him· from office, including, in particular, the 
right to make representations to the company in writing, to have such. represen- 20 
tations sent to members of the company and to have them read out at the 
:meeting and also the right to be heard on the resolution at the meeting. 

3ZI. Time when certain dist~ualifications wlll take eft'ect.-{1) 
The disqualifications imposed by clause (a) of:.ection 315, by sub-section (1) 
of sectio.l 316, by section 317 and by any resolution pars.!d in punu::>nc>! of 25 
.clause (ii) of section 318 shall not take effect- -

(a) for thirty days from the date of the ord~r of adjudication, of the 
appointment of the receiver, of the conviction, or of the finding of 
th.! Court of Law, as the case may be, or 

·(b) where any app.!al or p~tition is pr~ferred within the thirty days 30 
aforesaid, against th~ order, appointment, conviction, or finding, 
or in cases falling under sub-clause (ii) of section 317, against 
the seatence, until the expiry of seven days from the date on 
which such app~al or petition is disposed of, or 

,(c) wher~ within the seven days afo1esaid, any further app!al or petition 3S 
is preferred it; respect of the o1der, appointment, conviction, 
~entenc! or finding, as the cru:e may be, and tbe app.!al or p~tition, 
.if allcw.!d, would result in tb~ r:!moval of the disqualification, or 
.io making the r.:solution inapplicabl.!, as the case may b.!, until 
sucl"l further appeal or petition is di.;posed or. 40 

'(2) In th~ cases nferred to in sub-section (I), the directors of the com
i)~ny .may suspend th:! managing agent from office immediately on, or at any 
time ~ft.!r, til.! adjudication, appointment conviction, sentence or finding ref.!rr~d 
to in clause (a) cf that sub-s~ction and until t-1e disposal c.f the appe~ls and 
~titions, if any, referr!d to in claus.!s (b) and (c) thereof, or until the 4S 
.convicted partner, director or officer is expelled or dismissed in pursuance of 
section 322, as the case may be. 

3u. Conviction not to operate as disqualification if convicted 
partner, director etc., is expelled.-(1) In the cases r:f.!rred to in clauses 
l.b) and (c) ofs:ction 317, it shall be open to the managing agent to ex~l or dis- 50 
48 Mol. Law. 
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miss the convicted partn!l'• director c.or offic~r. within thirty days from tb~ date 
of his conviction ; and in that ;!Vent, the disqualifications impos.:d by tne'clauscos. 
aflrtsaid sball cease to apply. · • 

(2) Sub-section (1) shall not affect the operation ofsection 325, 326 or 
$ 327 in any case to which that section would otherwise apply. 

323• Resignation of office by managing agent.-(1) Unless the: 
managing agency agreement otherwise provides, a managing agent may, by 
notice to the directors of the company, resign his office with effect from 
such date as may be specified in the notice. 

Io . (2) The managing agent shall cease to act as such with effect from the 
date so specified or from such later date, if any, as may be mutually agreed 
on between him and the directors ; but his resignation shall not be effective 
until it is considered as provided in sub-section (3). 

(3) When notice of resignation is given as aforesaid, the directors of the 
IS company shall-

20 

25 

(a) prepare a statement of the affairs of the company as at the date· 
specified in the notice of resignation or such subsequent date 
(not being later than that on which the managing agent ceases. 
to act as such under sub-section (2)) as the directors may think. 
suitable together with a balance sheet made out as at that date 
and a profit and loss account for the period subsequent to that for 
which tht. last such account was prepared and laid before the 
company in general meeting, and ending on that date ; 

(b) obtain a report from the auditors of the company on such balance
sheet and profit and loss account, in accoxdance with sections 
212, 213 and 214 ; and 

(c) place the man1ging agent's resignation together with the stat(ment 
of affairs, balance sheet, profit and loss account and auditors, re-· 
port mentioned above, before the company in general meeting • 

3° (4) In relation to any report made by the auditors as aforesaid, sections-
215, 216, 217 and 218 shall apply in like manner as they apply in relation 
to the auditors' report referred to therdn. 

(5) The company in general meeting may, by resolution~ accept the resig
nation oi take such other action with reference 'thereto as it may deem fit. 

35 324. Transfer of office by managing agent to be approved by 
special resolution.-A tramfer of his office by a manJ:~ging agent shall not 
take effect unless it is approved by a special resolution passed by tne com
pany. 

325. Effect of changes in constitution of managing agency firm.-
40 In the case of a managing agency firm, where by a reason of any ch'1ngc ia 

its comtitution in conjunction with the changes whi.ch may have previously 
taken place, th'! aggregate of the collective shares or interest of (i) such oi 
the partners as were members of thl! firm at the date when the managing
agency agreement was executed ; and (ii) such of tne partners as may have 

45 succeeded ·by inh~ritance to th')se who were partners at the date aforesaid 
falls below fifty-one per cent. of the total shares or interest held at the firm 



147 

time of the change by all the partners then constitl.Jting .the firm, the firm 
shall-

(a) ~se to act ns managing agent from the date on whi<;h the change 
aforesaid comes into operation, and 

(b) again become entitled to act as managing agent if, and only if, the 5 
change is approved by a special resolution p!lssed· by the com
pany. 

Explanation.-In this section, "inheritance" includes inheritance from 
rne heir of a partner, or from the last of a chain of successive 
heirs starting with the heir of a partner. IO 

326. Effect of changes in constitution of managing agency cor
poration.-In the case of a managing agency corporation to which Schedule 
VIII applies, when., by reason of any change in its constitution in conjunction 
with the cnanges whicn may have previously taken place, the aggregate of the 
voting rights possessed by (i) such ofthe members thereof as were members of 15 
the corporation at the time. when the managing agency agreemmt was exe
cuted, and (ii) such of the members of the corporation as may have succeeded 
by inheritance to those who were members at the date aforefaid, falls below 
fifty-o~e per cent of th~ total voting rights possessed by all the rersons who 
are members of the corporation at the time of the change, the corporaticn 20 
shall-

( a) cease to act as managing agent from the date on which the chr.nge 
aforesaid comes into operation or on which notice of the change is 
given to the corporation in pursuance of this Act, whichtver is 
later, and 

(b) again become entitled to act as managing agent if, and only if, 
the change is approved by a special resolution passed by the 
company. 

Expla>zation.-For the~purposes of this section-

25 

(i) "member" means a shHre holder of any class, ~.nd . includes 30 
preference share holder or debenture holder, having a. right to 
vote at any meeting of the company, irrespective of whether 
such right is exercisable in all or only in specified cases or 
circumstaces ; 

(ii) ·"inheritance" includes inheritance from the heir of a member 35 
or from the last of a chain of successive heirs starting with 
the heir of a member. 

327. Application of sections 325 and 326 after approval of 
change in constitution of managing agency_ firm or corporation.
Where any change in the constitution of a managmg agency firm or cor- 40 
poration has been approved by a srecial resolution passed by the company 
in rursuance of section 325 or 32<15, the provisions of that sectipn shall apply, 
in relation to subsequent changes ~n the constitution of the firm 0r cor
poration, as if for the references therein to the date of execution of the 
managing agency agreement, references to the date of the passing of such 45 
resolution had been substituted. 
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3z8. Application of Schedule VIII to certain managing agents.
( I) The provisions of Schedule VIII shall apply- • 

(a) to every firm or ptiv1te comp.my which acts as the mmaging agent 
of any company, whether public or private; and-

S (b) save as provid:!d in sub-section (2), to every public company or 
other boJy corporate (not b~ing a private company) which acts. 
as the mmaging agent of any co.npany, whether public or private. 

. (2) A boJy corporate (not being a private company) acting as 
managing agent · shJll, if and so long as its sh1res are dealt in, or 

10 quoted on, any of the stock exchanges in or outside India notified by the 
Central Governm:!nt in thh behalf, be exempt from the operation of sub-

• section (1) unless the Central Government, by notification in the Official 
Gazette, otherwise directs: 

Provi&!d that the Central Governm'!nt may, by order, modify or limit 
IS the operation of this sub-sectbn in relatbn to any bJdy corporate in such 

man:ter as that Government thin!<s fit. 
(3) If d!fJult ism 1d! by a m m1ging ag!nt to which Sch!dule VIII 

applies in complying with the provisions thereof,-

(a) if the m 1n1ging ag!nt is a firm, every p.lrtner therein who is in 
20 default ; and 

25 

(b) if th! m m lging ag-!nt is a b:>Jy corporate, the boJy corporate 
and every director ot other officer thereof who is in default ; 

sh1ll be puaish1ble with fine which m1y extend to fifty rupees for every 
" day during which the default continues. 

Remuneration of managing agents _ 

3:!9. R-:m11neration of m:1naging agent ordinarily not to exceed 
u I/z per cent of" net profits ".-S.1ve as otherwise expressly provided 
in this Act, a comp.1ny sh11l not p.1y to its mmaging agent, in respect of any 
financial yeJ.r beginning at or after the comm'!ncement of this Act, by way of 

30 remuneration, whether in respect of his services as managing agent or in any 
other CJpacity, any sum in excess of twelve and a half per cent of the net annual 
profits of the company. 

' 3.5 

330. D~termination of " net profits ".-(1) In computing the 
net profits of a company for the purpo3e of section 329- . 

(a) credit shall be given to the sums specified in sub-section (2), and cre
dit shall n:>t be given to the su:.n; specified in sub-section (3); and 

(b) the deductions specified in sub-section (4) shall be made, and 
thos! specified in sub-section (5) shall not be made. 

(2) In m1king the computation aforesaid, credit shall be given to the 
40 following sums :-

boun!ies a:1d subsidies received from any Government, or any public 
authority constituted or authorised in this behalf by any Government, unless 
and except in so far as the Central Government otherwise directs. 

(3) In making th-! computation aforesaid, credit shall not be given to 
45 the following sums :-

(a) profits, in th! mture of premium, on shares or debentures of the 
company, which are issued or sold by the company ; 
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(b) profits on sales by the company of forfeited.shares ; 
(c) profits from the sale of the undertaking of the company o.r ·,of any 

part thereof, or except in the case of companies whose 1.b"4~>iness 
consists, whether wholly or partly, of buying and selling any \In· 
movable property or fixed assets of a capital nature, of any ~m- ·$ 
movable property or fixed assets of a capital nature comprised it:t 
the undertaking, or where the company has two or more under.
takings, of any such undertaking or of any part thereof, or except 
as aforesaid, of any immovable property or fixed assets compris-
ed therein. ' · :10 

(4) In making the computation aforesaid, the following deductioas shall 
bemade :-

(a) all the usual working charges ; 
(b) directors' remuneration ; 
(c) bonus or commission paid to any member of the company's staff, ·1$ 

or to any engineer, technician or person employed or engaged by 
the company, whether on a whole-time or on a part-time basis ; 

(a) any tu: notified by the Central Government as being in the nature 
of a tax on excess or abnormal profits ; 

(e) any tax on business profits imposed for special reasons or in special . 20 
circumstances and notified by the Q:ntral Government in ti:Us 
behalf; 

(f) interest on debenrures issued by the company ; 
(g) interest on mortgages ex~cuted by the company and on k>ans and 25 

advances secured by a charge on its fixed or floating assets:; 
(h) iriterest on unsecured loans and advances ; 
(a) expenses on repairs, whether to immovable or to movable property, 

provided the repairs are not of a capital narure ; 
(j) outgoings ; 
(k) depreciation to the extent specified in section 331 ; ~30 

(l) the loss (not including any loss of a capital nature) 
incurred in any year subsequent to the commencement of 
this Act, in so far as it has not been taken into account in arriving 
at the net profits of that year or of any subsequent year preceding . 
the year in respect of which the net profits have to be ascertained 3$ 
for the purpose of section 329 ; 

(m) any compensation or damages to be paid in virtue of any legal 
liability, including a liability arising from a breach of contract ; 

(n) any. sum paid by way of insurance against the risk of meeting any 
liability such as is referred to in clause (m). 40 

(S) In making the computation aforesaid, the following deductions shall 
not be made :- • 

(a) the remuneration payable to the managing agent ; 
(b) income-tax and super-tax payabie by the company under the Indian 

Income-tax Act, 1922 (XI of 1922), or any other tax on the income 45 
of the company not falling under clauses (d) and (e) of sub
section (4) ; 

(c) any compensation, damages or payments made voluntarily, thet: is 
to say, otherwise than in virtue of a liability such as is .referred 
to in clause (m) of sub-section (4). ' .50 
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. • 331. Ascertain~ent of" depreciation ".-The amount ·of deprecia
tion to be deducted m 

0 
pursuance cf clause (k) of sub-section (4) of section 

;no-

ta) shali b.! the 
0 

amount of normal depreciation allowable under the 
· 5 Indian Incom~-tax Act, 1922 '(XI of 1922) ; 

IO 

(b) shall not include any special, initial or other depreciation whether 
allowable under that Act or otherwise ; 

(c) shall not include any arrears of depreciation : 

Provided that arrears of depreciation may b~ taken into account in the 
. first of the financial years referred to in section 329, in so far as 

these arrears have not been taken into account in arriving at the 
net profits of any year or years, preceding the first y ear afore
said. 

33z. Special provision where there is a profit-sharing arrange-
IS ment between two or m()re companies.-Where there is an arrangement 

b!tween two or mlre comp.anies to shue th~ir profits and not less than two of 
tho3e companies have the same qnnaging agent, any profits paid in pursuance 
of the arrangement by any of the companies last-mentioned to any other or 
others of them shall-

20 

25 

(a) b.! excluded from the net profits of the company making such pay-
ment ; and • 

(b) be included in the net profits- of the company receiving such pay
m;!nt, or where more than one company receives such payment, 
be included in the net profits of each o( the receiving companies, 
to the extent of the payment received by it. 

333• Additional remuneration to be sanctioned by special reso
lution and approved by Central Government.-Additional remuneration 
in excess of the li·nit specified in section 329 may be paid to the managing 
agent if, and only if, such remun'!ration is sanctioned by a special resolution 

30 of the company and is approved by the C'!ntral Government as being in the 
public interest. ' 

334· Minimum remuneration in case of no profits or inadequate 
profits.-( I) Notwiths tanding anything · contain!d in section 333, if in 
any financial year, a company has no pr0fits or its profits are inadequate, the 

35 company may pay to its m1naging agent, by way of minimum remuneration, 
such sum not exceeding tifty thousand rupees as it considers reasonable. 

(2) The minimum remuneration aforesaid shall be provided for either 
by an amendment of the articles of the compmy made after the commencement 
of this Act, or by a resolution of the company passed at an annual general meet-

40 ing held after such commencement, and in either case, the 1nanaging agency 
agreement shall be suitably 1U'ldificd. 

335· Time of payment of remu:Beration.-The remuneration pay
able to the managing agent for any financial year or part thereof shall not be
come due, and shall not b! paid to him, until the accounts of the COJ?pany for 

45 such financial' year have been audited and laid before the company m general 
meeting: 

Provided that the minimum remun'!ratio.:l, if any, payable under section 
334 may be paid to the managing agent in such suitJ.ble instalments as may 
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be specified either in the articles of the company or in a resolution passed 
by it at an annual general meeting or in the managing agency agreement execu
ted by the company. 

336. Managing agent not entitled to office allowance but entitled 
Jto be reimbursed in respect of expenses.___.:fhe managing agent shall not 5 .be paid any office allowance, but he may be reimbursed in respect of any expen- . 
.ses incurred by him on behalf of the company and sanctioned by :the: directors 
·of the company or by the company in general meeting; and nothing contain
-ed in sections 329 to 335 shall be deemed to prohibit his being so reim-
.bursed. · 10 

337· Saving.-S!ctions 329 to 336 shall not apply to a private company 
unless it is a subsidiary of a public company. 

338. Appointment of managing agent or associate as selling 
agent of goods produced by the company.-(1) No managing agent 
.of a company, and no associate of a managing agent; shall receive any commis- IS ·· 
"'sion or other remuneration from the company, in respect of sales of goods 
produced by the managed company, if the sales are made from the premises 
.at which they are produced or from the head office of the managing agent or 
from any other place within the same State as that in which such premises 
·or head office is situated. 20 

(2) For sales of any goods produced by the compan'y which are effected 
·at any place situated outside the State aforesaid, the· managing agent or an 
:associate of the m:maging agent, may be appointed as a selling agent 
:subject to the following conditions, namely :-

(a) 

,(b) 

' ·' 
that the managing ag~nt or associate is already maintaining an 2 S 
office at such place for his own business, that is to say, for any busi
ness not connected with that cf the company; 

that the remuneration payable in respect of the work done by the 
managing agent or associate as selling agent is in accordance 
with the terms of a special resolution passed by the company in 3° 
that behalf ; and 

(c) that no other expenses are payable by the company to the managing 
agent or associate. 

(3) Any appointment m1de in pursuance of sub-section (2) shall not be 
·made for a term exceeding five years but may be renewed from time to time for 35: 
a term not exceeding five years on each occasion: 
Provided that such renewal shall be effected only in the last year of the exis
·ting term. 

(4) The sp~cial resolution referred to in clause (b) of sub-section (2) shall, 
set om the m1terial terms subject to. which the appoi:ltment of selling 4° · 
agent is m1de ; and one of those terms shall be that in respect of any goods 
supplied by the company for sale, payment shall be made by the managing 
agent orr associate within one month, or in special circu..-nstances specified in 
tthe resolution within three m)nths, from the date on which the supply was 
so made. . · . 45 

(5) Every appointment made under sub-section (2) and all particulars 
relating thereto shall be entered in a register maintained for the purpose. 

339· Application of section 338 to case where business of company 
consists of the suppiy or rendering of any services.-Wherc and in so 
.far as the business of a company consists in the supply or rendering of any 5Q 
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s~rvices, the provisions of section 338 shall apply in respect of any sucl11 
business procured for the company by its managing agent or any associate of 
its managing agent, outside tiN State in which the ·services are to be supplied 
or rendered or in which the head office of the managing agent is situated, in 
like manner as tho.>e provisions will apply in respect of sales of any goods 
produced by a company, which are effected outside the State referred to in_ 
sub-section (1) of that section. · 

340. Appointment of managing agent or associate as buying agent 
for company.-(1) Save as provided in this section, no managing agent of a. 

IO company, and no associate of a_ managing agent, shall receive any payment,.. 
whether by way of.expenses, commission or otherwise, from the company in. 
respect of purchases of goods made on its behalf. 

(2) Where purchases of goods are made on behalf of a company by the 
managing agent or an associate of the managmg agent, at any place outside the: 

IS State in which the goods so purchased are to be used by the company, then,. 
if the managing agent or associate maintains an office at such place for his own. 
business, that is to say, for any business not connected with that of the com
pany, he may receive, at the option of the company, either-

20 

( a) such part of the expenses of such office as may reasonably be at
tributed to the purchases made on behalf of the company as· 
aforesaid : or • 

(b) remln'!ration by way of commission or otherwise in respect of the 
work done by th'! mmaging agent or associate in making such. 
purchases. 

25 (3) In cases to which clause (a) of sub-scection (2) applies, the maximum. 
amount which may be paid to the managing agent shall be specified in a. 
special resolution passed by the company; and in cases to which clause (b) 
of that sub-section applies, the remuneration payable to the managing agent 
or associate shall be in accordance with the terms of a special resolution passed 

30 by the company in that behalf. 

(4) The special resolution referred to in sub-section (3) shall set out in. 
sufficient detail the nature of the office maintained by the managing agent or 
associate outside the State aforesaid, the purposes for which it is maintainad,.. 
the scale of its operations, the amount of the purchases likely to be made by 

35 it in each year on behalf of the company and the proportion which such amount 
will bear to the total amount of its purchases, the expenses incurred in main.,
taining the office, and the proportion of those expenses which may be reason-
ably attributed to the work done on behalf of the c~mpany. . 

(5) The special resolution shall not remain in force for a term exceeding-
4~ three years but may be renewed from time to time for a term not exceeding: 

three years on each occasion : 

Provided that such renewal shall be effected only in the last year of an. 
existing term. 

(6) Every resolution passed in pursuance of this section shall be entered. 

45 in a register maintained by the company for the purpose.· 

341. Commission etc., of managing a~ent as buyin~ or selling: 
agent of other concerns.--( I) The company m gene!al me~tmg may, _by 
resolution, authorise its managing agent or any associate of Its managtng 
agent to retain any commission or other remuneration earned by such _agent. 

so or associate as the managing agent, manager, agent, secretary or selling or 
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buying agent of any firm, body corporate ·or other. concern in respect of any· 
goods, power, freight, repairs or other services, for the sale,purchase, supply 
or rendering of which a contract has been entered into by such firm, bodly or 
concern with the company; provided the . prices or amounts charged to or 
received by the company are at market rares or are otherwise reasonable. · · s 

(2) Every contract so-entered into-and all particulars relating thereto shall 
be entered in a separate register maintained for the purpose. 

342• Contracts between. managing. agent or associate and com
pany for the sale or purchase of goods or the supply of services etc.-
( I) A company may, by special resolution, approve of any contract being IO 
entered into with its managing agent or an associate of i.ts. managing agent, 
for a period not exceeding three years at a time-:-

(a) for the sale, purchase or supply of any property, movable or im
movable, or tOr the supply-or rendering of any service;. 

(b) for the underwriting of any shares or debentures to be issued or sold IS 
by the company. 

(2) Th: special resolution aforesaid shall-

(a) set out the Ill'lterial terms of the contract proposed to· be· entered 
into, and 

(b) provide specifically that for any property supplied or sold, or anY 20 
services. supplied.or rellflered, by the company, the managing 
agent oc associate shall rilake payment to·the company within one 
month from the date of the supply or sale of'the goods, or the 
supply or rendering_ of the se,rvice, as the case may· be. 

(3) Every such contract and the details thereof shall be entered in a sepa- 25 
rate register maintained f~:c the purpose. 

343· Existing contracts relating to matters dealt with in sections. 
338 to 34Z to terminate on Ist March, I957.-All contracts in force at 
the commencement of this Act and to which a company or a managing 
agent or an associate of the managing agent of a company is. a party shall, 30 
in so far as the contracts relate to any of the matters referred to- in sections 
338 to 342, be deemed to teuninate on the first day of March, 1957 ; unless
they terminate on an earlier date. 

344· Registers to be open to inspection • .,-The .registers referred 
to in sections 338, 340, 341, and 342 shall be open to inspection, and extracts 3S 
may be taken therefrom_ and copies thereof may be required, by any member.· 
of the company, in the same manner, to the same extent and on payment of 

- the same fees, as if it were the register of members of the company. 

345· Remuneration received in contravention of foregping secc-. 
tions to be held.in trust for company.-Where t~:te managing agent of a. 4P 
company or an associate of the managing agent, recetves any s~ from the 
company, whether directly or indirectly, by way of remuneratton, rebate,. 
commission, or otherwise,-
• 

(a) in the case of a public company o~ a private co~pany w~ch is a- .... ~.· 
subsidiary of a public company, m. contrav.entton of secttons ~9 .,..., 
to 331.5 and sections 338 to· 343• oc 
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(b) in the case of a private C·Jmpany which is not a subsidiary of 
a public co:mpany, in contravention of sectiom 338 to 343, 

·the mmaging agent or associat·e shall account to the company for such sum 
as if he held it in _trust for the company. . · 

'5 Assignment of, or charge on, remuneration 

)46. Company ~ot to be bound by a-ssignment of, or charge on, 
n;tanaging a~ent's remuneration.- Any assignm~nt of, or charge on, 
h1s remuneration or any part thereef effected by a managing agent shall be 
void as against the company. 

IO This ~ection sh1ll not affl'!ct the rights inter se of the managing· agent 
, and any person other than.the company. 

Office Compensation for loss of office 

347· Prohibition of payment for compensation for loss of office 
~y managing agent in certain ca~es.-A company shall not pay tc its 

ilS managing agent any compensation for the loss of his office in the following 
,cases:-

20 

JO 

35 

(a) where the managing agent resigns his office in view of the re
construction ~f the company or of its amalgamation with any other 
body corporate or bodies corporate and is appointed as the 
managing agent, manager or other officer of the reconstructed com
pany or of the body co:.-porate resulting from the amalgamation; 

(b) where the managing agent resigns his office, otherwise than on the 
reconstruction of the company or its amalgamation as aforesaid; 

(c) where the mmaging agent is deemed to have vaC3.ted his office in 
pursuance of clause (a), clause (b) or clause (c) of section 315 

. or of section 317; 
(d) where the managing agent is deemed to have vacated his office in 

pursuance of clause (d) of section 315, provided the winding 
up ef the company was due to the negligence or default of the 
managing agent; 

(e) where the managing ag~nt is deemed to have been suspendeo, or 
is su<>pended, from his office in pursuance of section 316 or sub
section (2) of section 321; 

U) where the managmg agent is, or may be, removed from office by 
a resolution in pursuance of section 318 or 319; .and 

(g) where the managing agent has instigated, or has taken part, 
directly or indirectly in bringing about, the termination of his 
office. · 

348. Limit of compensation for loss of office.-The compensation 
40 which may be paid by a c?mpan~ to its managing agent for _loss of office sh~ll 

not exceed the remuneratiOn whtch he wot·Jd have earned 1f he had been m 
office for the unexpired residue of hi:> term, or for five years, whichever is 
shorter, calculated on the basis of the average remuneration actually earned 
by him during a period of five years immediately preceding the date on which 

45 his office ceased or was terminated, or where he held the office for a lesse.l" 
period, during such period : 
Provided that . in the event of the comme~cement of the winding up of 
the ·company, whether before or, at any time within twelve months after, the 



. 155 

.date of the ce>sation or termination of the offi_ce of managing agent,_ no com
pensation shall be payable to him if the assets of the company on the winding 
up are not bufficient to repay the share capital (including premiums) contribu
ted by the rnembers of the company. 

349· Damages for wrongful termination of office.·-(x) Nothing S 
contained in sections 347 and 348 shall prejudice or restrict the right of 
a tnanaging agent who has been wrongfully dismissed ()r whose office has been 
wrongfully terminated, to claim damages from the company in a Court of . 
Law. . . · · 

(2) No payment shall be made by a company, by way cf damages, to its 10 
managing agent for wrongful dismissal . or wrongful termination of office, 
unless a Court of Law has held either that the dismissal or termination was 
wrongful or that the payment proposed and the ~ount thereof are reasomble 
in all the circumstances of the case. - · 

Other Rights and liabilities Not Affected on Termination 0/ Office tS 

~50. Managing agent's rights and liabilities after termination 
of Lffice.-Where the office of a m1mging agent ceases or is terminated- · 

(a) the managing agent and the comp:my shall be entitled to enforce 
any claim or demand which each may have ag;Iinst the o:her, in 
respect of anything done or omitted to be done by either of them 20 
bdore the cessation or termination of the managing -agency ; and 

(b) the rights and liabilities, in relation to the company, of the manag
ing agent in any other capacity, shall not be affected. 

I •' 

Powttrs of, and Restrictions on, Managing agents 

35'· General powers of managing agents;-The m:maging agent 25 
of a com;nny, whether app::>intd b:!fore or after the commencement of this 
Act, shall be subject to the superintendence, control and direction of the 
directors of the company, except to such e!Ctent as is otherwise provided in 
Schedule VII. · 

352. L1>an.s to managing agent.-~1) No pubUc company, and no 30 
private company which is a subsidiary of a public company, shall make any 
loan to, or give any guarantee or provide any security in connection with a 
Joan made by any other person to,-

(a) its managing agent or any associate of its managing agent; ·or 

(b) any body corporate in resp!ct o'fwhich the Central Govem:nent, 35 
by order, declares that it is satisfied that the directors, managing "' 
director, managing agent or manager thereof is accustomed to 
act in accordance with the directions or instructions of the manag-
ing agent or associate of the managing agent, not withstanding 
that tl~e body corporate may not itself be an associate of the 40 
managmg agent. 

(2) Nothing contained in sub-section (1) or in S:!ctiori 273 shall apply to 
any C:~dit_ given by the company to its mmaging agent for th~ p~rposes 
of fac1htatmg th'! company's business and held by such agent m h1s own 
\l.aille in one or more current accounts, subject tO' limits previously approved 45 -
by the directors of the company and on no account exceeding twenty thou-
sand rupees in the aggregate. , 
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353· Loans etc., to companies und~r the _same management.-( I)• 
No company (hereinafter in this section reterred to as "the lending company"}, 
shall-

( a) make any loan, or 

5 (b) give any guarantee, or provide any security, in connection with.. 
a loan made by any other person, 

IO 

15 

20 

25 

r o any body corporate which is undl!r the same mmagement as the lending: 
company, unless the making of such, loan, the giving of such guarantee or 
the provision of such security has been previously authorised by a special 
resolution of the lending company. 

Explanation.-For the purposes of this sub-section, two boiie s 
corrorate shall be deemed to be under the same management-

(i) if the managing agent, managing director or manager of the one· 
· body, or where such managing agent is a firm, any partner 
, in the firm, or where such managing agent is a private 

company, any director of such company, is-

(a) the managing ag~nt, managing director or mmager of the other 
body, or - · _ 

(b) a partner in the firm acting as a mmaging agent of the other,.. 
body, or 

(c) a director of the private company acting as a managing agent or 
the other body, or 

(ii) if a_ majority of the directors of the one boJ.y constitute, or at 
any time within the six months immediately preceding, constituted 
a majority of the directors of the other body. 

(2) Nothing contained in sul::-section (1) shall apply to any loan made 
guarantee given or security providd-

(a) by a holding company to its subsidiary, or 

(b) by the managing agent to any company under his mmagement. 

354· Penalty for contravention of section 35.z or 353.-(1) 
3° Every person who is a party to any contravention of section 352 or 353 

including in particular any person to whom the loan is made, or in 
whose interest the guarantee is given or the security is p,rovided, shall be 
punishable with fine which may extend to five thousand rupees or with simple 
imprisonment for a term which may extend to six months : 

35 
Provided that where any loan in connection with which any such guarantee 
or security has been given or provided by the lending company has been re
paid in full, no punishment by way_of imprisonment shall be imposed under 
this sub-section ; and where the loan has been repaid in part, the maxi-

40 mum punishment which may be imposed under this sub-section by way of 
imprisonment shall be proportionately reduced. . 

(2) All persons who are parties to any such contravention shall be liable, 
jointly and severally, to the lending company f~r the repayment of the lo.:m, 
or for making good the sum which the len.ding company ':flay hav:e been 

45 called upon to pay in virtue of the guarant~ gtven or the secur1ty prov1ded by 
such company. 
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355· Purchase by company o! sh:ues etc., or oth.er companies 
in same group.- (1) A company (hereinafter in _this section and section. 
356 referred to as "the investing company") sh'lll not be _entitled. to subs· 
-cribe for, or purchase, the shares or debentures of any body corporate belong-
ing to th'! same group as th'! investing company, except to thi! extent and 5 
-except in. accordance with the restrictions and condition'i specified in this 
section. · 

(2) The directors of the investing company sh1ll be ~ntitled to invest 
in any sh'lres or debentures of ally oth'!r body corporate in the same group up 
to not more than ten per cent of the sub:>crlbed capital of such other body· 10 
corporate: 

Provided th1t the aggreg-Jte of tl:le investments. so m:tde by such direc
tors in all other boji!S corporate in tho:: sam·:: group sh1ll not exO!ed twenty 
:per cent of the subscribed capital of the investing company. ~ 

(3) The investing company shall not m1ke any investme:1t in the shares 15 
or debentures of any other body corporate in the same group, in excess (\f 
the limits specified in sub-section (2) and tl::e proviso thereto, unless the 
investment is sanctioned by a special resolution of the investing company. 

(4) No investm'!nt shall be mld'! by th'! directors of a company in pur
:suance of sub-section (2), unless it is sanctioned by a resolution passed at a 20 
directors' m'!Cting with the consent of all the directors present at the meeting, 

.and unless further notice of th9 meeting and of the resolution proposed to 
be moved thereat has been given to all the directors then · in India. 

(5) Every company shill anr:~~ to each balance sheet prepared by it 
after the commencement of this Act, a list of the bodies corp:>rate in the 25 
·$ame group in the sh'lres or do.::bcntures of which investments have been made 
by it, and of th! nature and extent of the investments so m1de in each such 
.body corporate. 

(6) For the purposes of this section, a body c·lrp:lrate sh&ll be deemd 
:to .be in the same group as the investing company- 30 

{a) if the body corporate aforesaid is the managing agent of the 
investing company, or 

{b) if the body corporate aforesaid and the investing company 
should, in virtue of the Explanation to sub-section (1) of 35 
section 353, be deemed to be under the same m1nagement . 

. {7) The provisions of this section [except sub-section (5)] shall a~pl~ to 
an mvestment company, that is to say, to a company whose prmcrpal 
business is the acquisition of shares, stock, debentures or other securities. 

(8) This section shall not apply- 40 
(a) to any banking or insurance company; or 
.(b) to a private company, unless it is a· subsidiary of a public com

pany; 
o(c) to investments by a holding company in its subsidiarv ; or 
.(d) toh. investments by a mmaging agent in a company m1naged by 

~ ~ 

356. Investments made before commencement of Act.-(1) 
Where any investments have been made by a company at any time after the 
fust day of AJ)ril, 1952, which, if section 355 had beerr then in force, could 
.not have been made except on the authority of a special resolution passed 
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by the investing company, the sanction of the company by mean~ of a Sty.!cial . 
resolution- shall be obtained to- such investments; within six months from• 
the commencement of .this Act ; and if such sanction is not so obtained,. 
the directors of the company shall dispose of the investments, in so far as 

S. they _may be in excess o( the limits specified in sub-section (2) of section. 
355 and the proviso to that sub-section, within one year from the com
mencement of this Act . 

. (2) If default is made in complying with the provisions of sub-section 
(I), every officer of the company who is in default shall be punishable with 

IO fine which may extend to five thousand rupees. ' 

357· Managing agent not to engage in business competing with 
business of managed company.--()) A managing agent shall not engage 
on his own account in any business, which is of the same nature as, and . 
directly competes with, the business carried on by a company of which he is 

15 the managing agent or by a subsidiary of such company, unless such. 
company by special resolution permits him to do so. 

20 

25 

35 

(2) For the purposes of sub-section (1), a managirig agent shall be deemed 
to be engaged in business on his own account, if such business is carried on 
by.....,. t' 

(a) a firm in which he is a partner ; or 

(b) a private comp:my at any general meeting of which not less than. 
twenty per cent of the total voting power may be exercised or 
controlled by any of the following persons, or by any two or 
more of them acting together, namely, (i) the mmaging agent 
aforesaid; (it) where such managing agent is a firm, any partner in 
the firm ; and (iiz) where such managing agent is a body cor-
porate any officer of the body corporate ; 

(c) a body ccrporate (not being a private company) at any general 
meeting of which not less than seventy per cent of the total 
voting power may be exercised or controlled by any of the 
following · persons, or by any two or more acting together .. 
namely, (z) the managing agent aforesaid; (ii) where such msna
ging agent is a firm, an.y partner in the firm; and (iiz) where 
such managing agent is a body corporate, any officer of such body 
corporate. 

(3) If a managing agent engages in any business in contravention of 
this section, h~ sh".ll b! deemed to have received all profits and benefits ac
cruing to him from sud\ business, in trust for the company -under his 
mamgement or the subsidiary of such company, as the case may be ; and 

40 where such profits and b~nefits are deemed to have been so received by the 
managing agent in trust for two or more such companies or sub.>idiaries,. 
such profits and benefits shall be held by the managing agent 
in trust for each of them in such proportions as may be agreed upon bet
ween them or, failing such agreement, as may be decided by the Court. 

45 358.. Condition prohibiting reconstruction or amalgamation 
of company except on continuance of managing agent to be ~oid.
Any provision in the memorandum or articles of a company, or m any 
resolution pa.>sed in general meeting by or by, the directors of, the company. 
or in an agreement between the company and its managing agent 

50 whether made before or after the commencement of this Act, shall be void> 
in so far as it prohibits the reconstruction of the company or its amalgamation 
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with any other body corporate or bodies corporate, either-~bsolutely or e~cet:t 
on the condition that the managing agent is appointed or re-appointed as a 
managing agent, managing director or manager . of the reconstructed . com
pany ot of the body resulting from amalgamation, as the case may be. 

359· Restrictions on right or managing agent to appoint direc- S 
tors.-{l)The managing agent of a company may, if so authorised by its 
articles, appoint not more than one-third of the directors of the company~ 

(2) Tn:: mmlgingagl!nt mw, at any tim~, rem'JVe any director soap
pointed, and ~ppoint another director in his place or in the place of a director 
so appointed who resigns or otherwise vacates his office. 10 

(3) Any provision contained in the articles·.of, or in any agreement 
with, the company, authorising the managing agel).t to appoint more than 
one-third of the directors of the company, which- is in force immediately 
before the commencement of this Act, shall, in regard to the excess over 
one-third, be void, with effect from the expiry of one month from such IS 
commenc~ment. · 

(4) Where at the comm~ncement of this Act, the number of directors 
appointed by the rnan':lging agent exceeds one-third, the managing agent 
shall determine which of them shali continue to hold office and intimate the 
choice made by him to the company before the expiry of one month from· 20• 
such comm~ncement ; and only the directors so chosen shall continue 
to hold office as directors after such expiry. 

(5) If no choice is m1de by t~ m1naging agent as aforesaid, all the 
directors appointed by him shr.ll, with effect from the expiry of one month 
from the commencement of this Act, be deemed to have vacated their offices. 25-

(IV) ARBITRATION, COMPROMISES, ARRANGEMENTS AND RECONSTRUCTIONS 

360. Power for companies to refer matters to arbitration.-(!) A 
company may, by written agreement, refer to arbitration, in accordance with the 
Arbitration Act, 1940 (X of 1940), an existing or future difference between 
itself and any other company or person. . 30·' 

(2) A company which is a party to an arbitration may delegate to the 
arbitrator power to settle any terms or to determine any matter, capable of 
being lawfully settled or determined by the company itself, or by its directors, 
managing director, managing agent, or manager. 

(3) The provisions of the Arbitration Act, 1940 (X of 1940), shall applY 35~ 
to all arbitrations in pursuance of this Act to which a company is a party. 

361. Interpretation of 'sections 36z and 363-In sections 36z 
and 31.S3-

(a) the expression" company" means any company liable to be wound 
up under this Act ; 40' 

(b) the expression" arrangement " include~ a r~organization of th.e share 
capital of the company by the cons?hdauon of sha~es of d1fferent 
classes or by the division of shares mto shares of different classes 
or by both those methods ; and 

(c) unsecured creditors who may have filed suits or obtained decrees 4S~ 
shall be deemed to be of the same class as .other unsecured credi-
tors. 
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• ·362. Power :to ·compromise with creditors and members.-{I) 
'Where a compromise or arrangement is proposeq-

(a) between a company and its creditors or any class of them; or 

(b) between a <?Ompany and.its members or any class of them; 

S the Court may, on the application ofthe company or of any creditor or mem
ber of the company, or, in the case of a company which is being wound up, 
of the liquidator, order a meeting of the creditors or class of creditors, or of 
the members or class of members, as the case may be, to be called, held and 

:10 
conducted in such manner as the Court directs. 

(2) If a majority in number representing three-fourths in value of the 
creditors or class of creditors or members or class of members, as the case 
may be, present and voting either in person or, where proxies are allowed, by 
proxy, at the meeting, agree to any compromise or arrangement, the compro
mise or arrangement shall, if sanctioned by the Court, be binding on all the 
creditors, all the creditors of the class, all the members, or all the members 
of the class, as the case may be, and also on the ·company, or, in the case of a 
company in the course ofbeing.wound up, on the liquidator and contributories 
of the company. 

(3) An order made by the Court under sub-section (2) shall have no effect 
until a certified copy of the order has been filed with the Registrar; and a 
copy of every such order shall be annexed to ev~ry copy of the memorandum 
of the company issued after the certified copy of the order has been filed as 
aforesaid, or in the case of a company not having a memorandum, to every 
copy so issued of the instrument constituting or defining the constitution of 
the company. 

(4) If default -is made in co~p ~ying with sub-~ection (3), the 
company, and every officer of the company who is in default, shall be pu
nish~ble with fine which may extend to ten rupees for each copy in resrect 
of which default is made. 

30 (5) The Court may, at any time after an application has been made to it 
under this section, stay the commencement or continuation cf any suit or pro
ceeding against the company on such terms .as the Court thinks fit, until the 
application is finally disposed of. 

(6) An appeal shall lie from any order made by a Court exercising origi-
35 nal jurisdiction under this section to the authority empowered to hear apreals 

from the decisions of that Court. 

-45 

363. Information as to compr.omises with creditors and mem
bers.-(I)Where a meeting of creditors er any class of creditors or of mem
bers or any class of members is called under section 362, there shall-

( a) with every notice calling the meeting which is sent to a creditor 
or member, .be sent also a statement setting forth the terms of the 
compromise or arrangem...:nt and explaining its effect; and in parti· 
cular stating any material interests of the directors, managing direc
tor, managing agent or manager of the company, whether in 
their capacity as such or as members or :ts creditors of the com· 
pany or otherwise, and the effect thereon of the compromise or 
arrangement,.if, and in so far as., it is different from the effect on 
the like interests of other persons ; and 
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(b) in every notice calling the meeting which is given by advertisement, 
be included either such a statement as aforesaid or a notification of 
the place at which and the manner in which creditors or members 
entitled to attend the meeting may obtain copies of such a state-
ment as ~foresaid. S. 

(2) Where the compromise or arrangement affects the rights of debenture 
holders of the company, the said statement shall give the like explanation as 
respects the trustees of any deed for securing the issue of the debentures as it is· 
required to give as respects the company's directors. 

(3) Where a notice given by advertisement includes a notification that IO 
copies of a statement setting forth the terms of the compromise or arrangement 
proposed and explaining its effect can be obtained by creditors or members 
entitled to attend the meeting, every such creditor or member shall, on 
making application in the manner intlicated by the notice, be furnished· by 
the company, free of charge, with a copy of the statement. IS_ 

(4) Where default is made in complying with any of the requirements 
of this section, the company, and every officer of the company who 
is in default, shall be punishable with fine which may extend to five thousand 
rupees ; and for the purpose of this sub-section any liquidator of the com
pany and any trustee of a deed for securing the issue of debentures of the 20 
company shall be deemed to be an officer of the company : · 

Provided that a person shall not be punishable und'!r this sub-section if he 
shows that the default was due to the refusal of any other person, being a 
director, managing director, managin& agent, manager or trustee for debenture 
holders, to supply the necessary partrculars as to his material interests. 25· 

(5) It shall be the duty of any director, managing director, managing 
agent or manager of the company and of any trustee for debenture holders of 
the company, to give notice to the company of such matters relating to himself 
as may be necessary for the purposes of this section, and any person who _ 
makes default in complying with this sub-section shall be punishable with fine 30 . 
whkh may extend to five hundred rupees. 

364. Provisions for facilitating reconstruction and amalgama
tion of companies.-(1) Where an application is made to the Court under 
section 361 for the sanctioning of a compromise or arrangement proposed 
between a company and any such persons as are mentioned in that section, 35 
and it is shown to the Court-

(a) that the compromise or arrangement has been proposed for the pur
pt-scs of, or in connection with a scheme for the reconstruction of any company 
or companies, or the amalga~:i:i-m of any two or more companies, and .. 

(b) that under the schem: the whole or any part of the under- 40 
taking or tl1e property of any con1pany concerned in the scheme (in this section-· 
r~fcrr:d to a~ a ''transferor comr: ny") is to be transferred t,~ another company 
(tn thts secuon referred to as " the transferee company ), · . 

the Court may, either by the order sanctioning the compromise or 
arrangement or by any subsequent order, make provision for all or any of 45 the following matters :-

(i) the transfer to the transferee company o~ tJ:e. 'Yhole or any part 2 
the undertaking and of the property or babllltles of any tran sfer . , 
company ; · 

48 M of Law. 
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(it) the allotment or appropriation by the transferee company of any 
shares, debentures, policies, or other hke interests in that company 
which u?der the compromise or arrangement are to be allotted or 
app,ropnated by that company to or for any person ; -

S (iii) the continuation by or against the transferec"comoany of any legal 
proceedings pending by or against any transferor company ; 

iv) the dissolution, without winding up, of any transferor company ; 
(v) the provision to be made for any persons who, within such time and 

in such manner as the Court directs, dissent from the compromise 
·Io or arrangement; and 

(vi) such incidental, consequential and supplemental matters as are 
necessary to secure that the reconstruction or amalgamation shall 
be fully and effectively carried.,out. 

c~J Where an order under this section provides for the transfer of any 
IS- property or Habilities, then, by virtue of the order, that property shall be 

tromferred to and vest in, and those li~ bilities shall, be transferred to and 
become the liabilities of, the transferee company; and in the case of any 
property, if the order so directs, freed from any rcharge which is, by virtue 
of the compromise or arrangement, to cease to have effect. 

20 - (3) Where an order is made under th1s section, ev~ry company in relation 
-to which the order is made shall cause a certified copy thereof to be filed with 
the Registrar for registration within fourteen days after the making of the order. 

If default is made in complying with this sub-section, the company, and 
every officer of the compmy who is in default, shall be punishable with fine 

25 which may extend to fifty rupees. 
(4) In this section ·-· 
(a) ''property" includes property, rights and powers of every description 

and'' liabilities" includes duties; and 
(b) '·tramferee company" does not include any company other than 

30 a company within the meaning of this Act ; but "transferor company" 
includes and body corpo:-ate, whether a company within the meaning of 
this Act or not. 

365. Power to acquire shares of shareholders dissenting from 
scheme or contract approved by majority.-(1) Where a scheme or 

3.S contract involving the transfer of shares or any class of shares in a company 
(in this section referred to as" the transferor company") to another company, 
(in this seclion referred to as " the transferee company "), has, within four 
months after the making of the offer in that behalf by the transferee com
pany, been approved by the holders of not less than nine-tenths in value of 

40 the shares whose transfer is involved (other than shares already held at the 
. date of the offer by, or by a nominee for, the transferee company or its 

subsidiary), the transferee company may, at any time within two months 
after the expiration of the said four months, give notice in the prescribed 
manner to any dissenting shareholder that it desires to acquire his sh<.rcs ; 
and when such a notice is given, the transferee company shall, unless, on <.n 45 application made by the dissenting shareholder within one month from the 
date on which the notice was given, the Court thinks fit to order oth(!r
wise be entitled and bound to acquire those shares on the terms on \vhich, 
und~r the scheme or contract, the shares of the approving shareholders are to 

so be transferred to the transferee company : 

Provided that where shares in the transferor company of the same class as 
the shares whose transfer isjnvolved are already held as aforesaid to a value 
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greater than one-tenth of the aggregate of the values of all the shat·es in the 
company of such class, the foregoing provisions of this sub-se1-'tion shall 
not apply, unless-

(a) the transferee company offers the same terms to all, holders of the 
shares of that class (0ther thl}n those already held as aforesaid) 
whose transfer is involv.!d ; and 

- • I ' ,. 

5 

(b) the holders who apprdn the schenie or contract; besides holding 
not less than nine-tenths in value of the shares (other than th.dse 
already held as aforesaid) whose transfer is inVolved, are not les~ 
than three-fourths in number of the holders of those shares1 , .to 

(2) Where, in pursuance of any such scheme or contract as aforesaid, 
shares or shares of any cla~s, in a company are transferred to aJlother company 
or its nominee, and those shares together with ariy other shares or any other 
1-hares of the same class, as the case may be, in the first-mentioned company 
held by, or by a nominee for, the transferee company or its subsidiary at the 15 
date of the transfer comprise nine-tenths in value of the shares, or the shares 
{)fthat class, as the case may be, in the first-mentioned company, then,-

(a) the transferee company shall within one month from the date of the 
transfer (unless on a previous transfer in pursuance of the scheme, · 
or contract it has already complied with this requirement) give 20 notice of that fact in the prescribed manner to the holders of the 
remaining shares or of the remaining shares of that class, as the 
case may be, who have not assented to the scheme or contract ;.and 

{b) any such holder may ~ithin three months from the giving of the · 
!lotice t~ him rc.quire the transferee company to acquire the shares 25 
m questJon ; 

and where a sharehold.!r gives notice under clause (b) whh respect to any shares• 
the transferee company shall be entitled and bound to acquire those sharei 
oa the terms on which under the scheme or contract the shares of the approv-
ing shareholders were transferred to it, or on such other terms as may be agreed 30 
or as the Court on the application of either the transferee company. or the 
shareholder thinks fit to order. 

(3) Where a notice has been given by the transferee company under sU'b• 
section ( 1) and the Court has not, on an application made by the dissenting __ 
shareholder, made an order to the contrary, the transferee company shall, on. 

35 the expiration of one month from the date on which the notice has been given, · 
or, if an application to the Court by the dissenting shareholder is then pending, 
after th:lt application has been disposed of, transmit a copy of' the notice to 
rhe transferor company together with an instrument of transfer executed on 
behalf of the shareholder by any person appointed by the transferee compmy 
and on its own behalf by the transferee company, and pay or transfer to the 40 
transferor company the amount or other consideration representing the price 
payable by the transferee company for the shares which, by virtue of this 
1>ection, that company is entided to acquire; and the transferor company shall 
thereupon register the transferee company as the holder of those shares : 

45 
Provided that an instrum~nt of transfer shall not be required for any share 

for which a share warrant is for the time being outstanding. 

(4) Any sums received by the transferor company under this section shall 
be paid into a separate bank 2-ccount, and any such sums and any other consi
der.ltion so received shall b~ held by that c •mp ny in trust for the several per- 5u 
sons entitled to the shares in resp.:!Ct of whicit the said surru or other consi· 
deration were respectivdy received. 
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· (5) In this section, the expression "dissenting shareholder" includes a 
shareholder who has not assented to the scheme or contract and any share 
holder who has failed or refused to transfer his shares to the transferee com
pany in accordance with the scheme or contract. 

( 6) In relation to an offer made by the transferee company to shareholders 
of the transferor company before the commencement of this Act, this section 
shall have effect-

(a) with the substitution, in sub=-section (1), for the words "the shares 
whose .transfer is involved (other than shares already held at the 
date of the offer by, or by a nominee for, the transferee company 
or its subsidiary)," of the words" the shares affected jj and with the 
omission of the proviso to that sub-section ; 

(b) with the omission of sub-"section (2) ; and 
(c) with the omission, in sub-section (3), of the words " together with 

an instrument of transfer executed on behalf of the shareholder by 
any person appointed by the transferee company and on its own 
behalf by the transferee company " and of the proviso to that 
sub-section. · 

366. Power of Central Government to provide for amalgamation 
20 of companies in national interest.,____(!) Where the Central Government is 

satisfied that it is essential in the national interest that two or more companies 
should amalgamate, then, notwithstanding anything contained in sections 
364 and 3S5 but subject to the provisions of this section, the Central Govern
ment may, by order notified in the Official Gazette, provide for the amalga-

2.) mation of those companies into a single company with such constitution; with 
such property, powers, rights, interests, authorities and privileges; and with 
such liabilities,~duties,_and obligations; as may be specified in the order. 

{2) The order afo~esaid may contain such consequential, incidental and 
supplemental provisions as may, in the opinion of the Central Government, 

30 be ~ecessnry to give effect to the amalgamation. 

(3) Every member or creditor (including a debenture bolder) of each of 
the companies before the amalgamation shall have, as nearly as may be, the 
same mterest in or rights agaimt the company resulting from the amalga:na
tion as he had in the company of which he was originally a member or credi~or; 

35 and to the extent to which the interest or rights of such member or credtt~r 
in or against the company resulting from the am,lgamation are less than hts 
interest in or rights against the original company, he shall be entitled to com
pensation which shall be assessed by such authority as may be prescribed. 

Such compensation shall be paid to the member or creditor concerned 
40 by the company resulting from the amalgamation. 

45 

GO 

(4) No order shall be made under this section unless-
(a) a copy of the proposed order has been sent in draft to each of the 

companies concerned; and 
(b) the Central Government has considered, and m~de s~ch mo_difica

tions, if any, in the draft order as may seem to 1t destrable m _the 
light of, any suggestions and objections which may be r~tved 
by it within such period as the Central Government may fix m t~at 
behalf, not being less than two months from the date on which 
the copy aforesaid is received by the company, either fro:n the 
company, or from any class of sharehold~rs therein, or fro:n any 
creditors or any class of crelitors thereof. 
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. (5) Copies of every order made under this secticn sl\o\11, as soon as may 
be after it has been made, be laid before each House of Parliament. 

(v) REMEDIES IN CASES OF OPPRESSION AND MISMANAGEMENT 

367. Application for and grant of relief in cases of oppression.-
( I) Any members of a Cvmpany who complain that the affairs of the company 5 
are being conducted in a manner oppressive to any member or members 
(including any one or more of theni5elves) may apply to the CoUl t for an 
order tinder this section, provided such m:-mb'!rs have a right so to apply in 
virtue of section 369. 

(2) If, on any application under sub-section (1), the Court is of opinion- 10 
(a) that the company's affairs are being· conducted in a rral'!ner 

oppressive to any m~mber or members, artd 

(b) that to wind up the company w.mld unfairly prejudice such me:n .. 
ber or members, hut that otherwise the facts would justify the mak-
ing of a winding up order on the ground that it was just and equit- l"i 
able that the company should be. wound up, 

the Court may, with a view to bringing to an end the m'ltters complained of, 
make such order as it thinks fit. 

' 368. Application for and grant of relief where interests of com-
pany prejudiced by mismanagement.-(r) Any mo~mbers of a company 20 

h 1 • I • w o comp am- . ·· · . · 

(a) that the affairs of the compmy are b .·ing conducteJ in a m:mner 
prejudicial to the interests of the company, or 

(b) that a material change (not being a chang~ brought ab.mt by, or i11 

the interests of any cn.ditors i'.~eludi:"l.g debenture holders, or any 25 
cla~s of shareholders, ·of the company) ha~ taken place in the 
management or control of the company, whether by an alteration 
in its board of directors, or of its managing agent, or in the cono;ti
tution of the firm or body corporate acting as its managing agent, 
or in the ownership of the company's shares or if it has n<> share 3) 
capital in its membership, or in any other manner whatsoever, 
and that by reason of such change, it is likely that th~ affairs of 
the company will be conducted in a manner prejudicial to the 
interests of the company, 

may apply to the Court for an orderjunder this section, provided such memi~et·s 3.) 
have a right so to apply in virtue of section 369. 

(2) If, on any application under sub-section (1), the Court is of opinion 
that the affairs of the company are being conducted as aforesaid or that by 
reason of any material change as aforesaid in the management or control of 
the company, i(is likely that the affairs of the compar~y will be conducted 40 
as aforesaid the Court may, with a view to bringing to an end or preventing 
the matters complained of or apprehended make such order as it thinks fit. 

369. Right to apply under sec-tions 367 and 368.-(1) The fi)llowing 
members of a company shall have the right to apply under section 367 
or 368 :- 45 

(a) in the case of a company having a share capital, not less than one
tenth of the total number of its m·~mb~rs, or any member or m:::m-
bers holding not less than one-tenth of the issued share capital 
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'of t.he t~cip~my, provided that in ~th~t case the appiicant or 
. applicants have patd all calls and other sums due on their shares; 
·(b) in the case of a company not having a share capital, not less than one

fifth of the total number of its members. 

5 . . :(2) For the purposes of sub-section (I), where any share or sh:ues ar"' 
1~'\ki by two or more persons jointly, they shall be counted only as on'! m ~mber-. 

(3) Where any ~embers of a comp1ny are entitled to m1ke an appli.cation 
in vin~le o~~ub-sectwn (I), any one or more of them having obtained the con
sent in \."'rltlng of the rest, may make ~he application on b~half and for the 

10 benefit of. '11 of them. 
(4) The Central Government may, if in its opinion circumstances exist 

which make it , ;ust and equitable so to do, authorise any member or m~mbers 
of the company h "' a~ply to the Court ~der s xtion 367 or 368 not .vit'1s:and · 
ing that· the req, ·urements of c1ause (a) or clause (b), as the cas~ may be, of 

· 15 sub-section (I) are L'ot fulfilled. 

The Central Gove1. 'Umcnt may, before authorhing any member or members 
as aforesaid, require su. ~h member or members to give security for such 
amount as the Central Go, "~rtment m:}y deem reasonable for the paym~nt of 
any costs which the Court c.:~:di.ng with the application may order such m- m · 

20 
ber or..members to pay to an)" ~)lcr person or persons who are parties to the 
application. 

370. Notice .to be given t'O Central Government of applications· 
·under sections 367 and 368.--The Court shall give notice of every appli
cation made to it under section 367 or 368 to the Central Government, and 

25 
shall take into aon:;iderati~.,n the rep1•.esentations, if any, made to it by that 
Government before pass.ing a final order under that section. 

'.30 

45 

371. Right CJ,f Central Government to apply under sections 367 
and 368.-In cru;es falling under section 227, t.he Central Government may 
itself apply to the Court for an order under sect ton 367 or 368. 

372. Powers of Court on application under section 367 or 368.
Without prejudice to the generality of the powers of the Court under scc,ion 
367 or 368, any ordler under either section may provide for-

(a) the regulation of the conduct of the company's affairs in future ; 
(b) the pun:hase of the shares or interests of any m~mbers of the com

pany by other members thereof or by the ~ompany ; 
(c) in the case of a purchase of its shares by the company as aft1resaid, 

the consequent reduction of its share capital ; 
(d) the termina<rion or modification of any a~reeme .. t, how ;oe:;er 

'arriwed at, between the company on the one hand, and any of the 
following persons, on the other, namely, 

(i) the managing director, 
(ii) any other director, 
(iii) the managing agent, and 

(iv) the manager, 
upon such terms and conditions as may, in the opinion of the Court, 
be ju<;t and equitable in all the circumstances of the cJse : 

Provided that no compensation shall be ordered to be paid to 
any such person, unkss the Court is sa ti~fied that it would be unjust 

and inequitable not to pay compenstion to him ; 
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(e) any other matter for which in the opinion of the Court it is just and 
equitable that provision should be made. · 

373• Interim order by Court.-Pt:nding the making by it of a fina.l 
order under section 367 or 368, as the case may be, the Court may, on the 
application of any party to the proceeding, make any interim order which ~ 
it thinks fit for regulating the conduct of the company's affairs, upon such 
terms and conditions as appear to it to be just and equitable. 

374· Effect of alteration of memorandum or articles of company 
by order under section 367 or 368.-(I) Where an order under 
section 367 or 368 makes any alteration in, or addition to, the memo- 10 
randum or articles of a company, then, notwithstanding any other provision 
ofthis Act, the company shall not have power, exq:pt to the eXtent, if any, 
permitted in the order, to make without the leave of the Court, any alteration 
or addition whatsoever which is inconsistent with the order, in or to either the 
memorandum or the articles. · IS . 

(2) Subject to the provisions of sub-section (I), the alterations or addi
tions made by the order shall, in all respects, have the same effect as if they 
had been duly made by the company in accordance with the provisions of 
this A.-t; and the said provisions shall apply accordingly to the memorandum 
or articles as so altered or added to. · 20 

(3) A certified copy of every order altering or adding to, or giving leave 
to alter or add to, a company's memorandum or a~·ticles, shall within ~fifteen 
days after the making thereof~ be filed by the company with the Registrar who 
shall register the same. 'l 

(4) If default is made in complying with the provisions of sub-section (3), 25 the n)mpany, and every officer of the company who is in default, shall be 
punbhable with fine which may extend to five thousand rupees. 

315· Addition of parties to application under section 367 or 
368.-If the managing director or any other director, the managing agent, 
or tlK manager of a company or any other person who has not been impleaded 30 
as a respondent to any application under section 367 or 368 applies to be 
added as a party thereto, the Court shall, if it is satisfied that there is suffici-
ent cau~e for doing so, direct that he may be added as a party accordingly. 

376. Application of sections soo to 505 to proceedings- under 
liections 367 and 368.-In relation to an application under section 367 35 or 368, sections 500 to 505 both inclusive. shall apply as if the company were in 
the course of b.:ing wound up, subject to the following modifications, na.-ne!y :-
(a~ th~ omission from sub-section (I) of section 503 of the wa~ds "on the ap
J~lkauon of the Official Liquidator the liquidator, or any credttor or contri
butory of the company"and of the s~cond paragraph (b) the omission from sub- 40 
section (I) of section 504 ofthe words" on the application ofthe liquidator or 
of any creditor or contributory made within five years from the date of the first 
appointment of a liquidator in the winding up or of the misapplication, 
retainer, misfeasance or breach of trust, as the case may be, whichever is 
longer'': 

Provided that no action shall be taken under section 504 in ~espect of any 
person referred to therein, unless such person was con~erned ~vlth the affairs 
~f the com pan~ at the time of the applica~ion .or at any t~m~ du.rmg the preced
mg twdve months or where the applicauon 1s made wnhm s1x months of an 

45 



168 

interim _or fin~l report mad~ by an inspector appointed under section 220 or 
222 to mvesttgate the atfatrs of the company, at the time ofthe commence
ment of the investigation or at any time during the period covered by the re-
port of the inspector. • . 

5 377· Consequences of termination or modification of certain 
agreeme~t~.-(1) Wher~ an order of a Court mad~ under section 367 or 
368 termmates or modtfies an agreement such as xs referred to in clause 
(d) of section 372,:-

(a) unless, and except to the extent to which, the order aforesaid makts 
Io provision in that behalf, the termination or modification shall not 

give rise to any c1aim whatever against the company by any person 
for damages or for compensation for Joss of office or in any other 
respect, either in pursuance of the agreement or otherwise ; 

(b) no managing or other director, managing agent or manager whose 
15 agreement is so terminated and no person who, at the date of the 

order terminating the agreement was, or subsequently becomes, an 
associate of such a managing agent, shall, for a period of five years 
from the date of the order terminating the agreement, without 
the leave of the Court, be appointed, or, act, as the managing or 

20 other director, managing agent, or manager of the company. 

(2) (a) Any person who knowingly acts as a m1naging or other direc
tor, managing agent or manager of a com~any in contravention of clause (b) 
of sub-section (1); 

(b) where the person so acting as managing agent is a firm or body 
25 corporate, every partner in the firm, or every director of the body corporate 

who is knowingly a party to such contravention ; and 

(c) every other director or every director, as the case may be, of the 
company,-~ho is knowingly a party to such contravention; 

shall be punishable with imprisonment for a term which may extend to one 
30 year, or with fine which may extend to five thousand rupees, or with both. 

35 

(3) No Court shall grant leave under clause (b) of sub-section (1) unless 
notice of the intention to apply for leave has been served on the Central 
Government and that Government has been given an opportunity of being 
heard in the matter. 

\ 

(VI) MISCELLANEOUS PROVISIONS 

Contracts where company is undisclosed principal 

378. Contracts by agents of compa~y in whi~h company is 
undisclosed principal.-(!) Every person, bemg a managmg agent, mana
ger or other agent of a public company or ?f a private company which is 

40 a subsidiary of a public ccmpany, who enters mt~ a contrac:t for or on _be~alf 
of the company in which contract the company xs an undisclosed ~rma~al 
shall at the time of entering into the contract, make a memorandum m wnt
ing ~f the terms of the contract, and ~pe ify therein the person with whom 
it is entered into. 

45 
(2) Every such rerson who enters into a contract as aforesaid, shall forth-

with deliver the memorandum to the company and send copies thereof to 
the directors ; and such memorandum shall be filed in the office of the com
pany and laid before the directors at the next directors' meeting. 
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(3) If default is made in complying with the requiremen~s of this 
~ection-

(a) the contract shall, at the option of the company,_be voidable 
as against the company ; and 

(b) the person aforesaid, or every officer who is in default, as the case ~ 
may be, shall be punishable with fine which may extend to two 
hundred rPpees. . 

Issue of certificate of shares, etc. 

379· Limitation of time for issue of certificates.-{!) Every com
pany shall, within three months after the allotment of any ofits shares, deben- IO 
tures or debenture stock, and within three months after tb,e registration of the 
transfer of any :;uch shares, debentures or debenture stock, complete and b,ave 
ready for delivery the certificates of all shares, the debentures, and the 
certificates of all debenture stock allotted or transferred; unless the conditions 
of issue of th'! shares, debentures or debenture stock otherwise provide.. 15 

The expression "transfer", for the purposes of this sub-section, means a 
transfer duly stamped and otherwise valid, and does not inClude such a trans
fer as the company is for any reason entitled to refuse to register and does not 
register. 

(2) If ddault is made in complying with sub-section (I), the company 2o 
and every officer of the company who is in default, shall be punishable with. 
fine which may extend to five hundred rupees for every day during wb,ich 
the default continues. 

(3) If any company on which a notice b,as been served requiring it 
to make good any default in complying with the provisions of sub-section 25 
(x), fails to make good the default within ten days after the service of the 
notice, the Court may, on the application of the person entitled to have the 
certificates or th~ debentures delivered to him, make an order directing the 
company and any officer of the company to make good tb,e default within such 
time as may be specified in the order; and any such order may provide that all 30 
costs of and incidental to the application shall be borne by th'! company or by 
any officer of the company responsible for the default. 

Right to recei·r:e accounts etc. of preference shareholders and 
debenture holders 

380. Right of p~eferenc~ shareholders and debenture holde~s to. 35 
receive and inspect. aceQunts, reports, . etc.-( I) Holders of P!efer.ence 
shares and debentures of a company shall have the same right to rec;e1ve and . 
inspect the balance .>heet ·and profit and loss account .>f the -company, t~e 
reports of the dire ;tors and auditors and other reports and documents as IS 
possessed by the holders of equity shares in the company. .4° 

(2) This section shall not apply to-

(a) a-private company, or 

(b) a public company registered before the 1st day of April 1914 : 

Provided that in the case of any public company, whether registered 
before or after the date aforesaid, the trustees for holders of debentures shall 45 
have the rigbt conferred by sub-section (1) on holders of debentures of a com
pany. 

48 M of Law. 
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Employees' securities and provident funds 

381. Employees' securities to be deposited in Scheduled Bank.
(I) All moneys or securities deposited with a company by its employees in 
pursuance of their-contracts of service with the company shall be kept or 

_ 5 deposited by the company in a special account to be opened by the com
pany for the purpose in a Scheduled Bank. 

(2) No portion of suchimoneys or securities shall be utilised by the 
company except for the purposes agreed to in the contracts of service. 

· 382. Provisions applicable to provident funds of employees.-
10 (I) Where a•provident fund has been constituted by a company for its em

ploye~ or any class of its employees, all moneys contributed to such fund 
(whether by the company or by the employees) or accruing by way of in
terest or otherwise to such fund, shall be either deposited in a Post Office 
Savings Bank account or invested in the securities mentioned or referred 

I5 to in clauses (a) to (e) of section 20 of the Indian r:rusts Act, I882 (II of 
I~~. . 

(2) Notwithstanding anything to the contrary in the rules of any pro
vident fund to which sub-sectio:1 (I) applies or in any contract between a 
company and its employees, no employee shall be entitled to receive, in res-

20 pect of such portion of the amount to his credit {n such fund as is invested 
in accordance with the provisions of sub-section (I), interest at a rate exceed
ing the rate of interest yielded by such investment. 

(3) Nothing in sub-section (I) shall affect any rights of an employee 
under the rules of a provident fund to obtain advances from or to withdraw 

25 money standing to his credit in the fund, where the fund is a recognised 
provident fund within the meaning of clause (a) of section 58A of the IncUan 
Income-tax Act, 1922 (XI of I922), or where the rules of the fund contain 
provisioqs corresponding to rules 4, 5, 6, 7, 8, and 9 of the Indian Income
tax (Provident Funds Relief) Rules. 

(4) Where a separate trust has been created by a comp:my with res-
30 pect to any provident fund referred to in sub-section (I), the company shall 

.be bound to collect the contributions of the employees concerned and pay 
such contributions as well as its own contributions, if any, to the trustees ; 
but in other respects, the obijgations laid on the company by this section 

35 shall devolve on the trustees and shall be discharged by them. instead of 
by the company. 

383. Right of employee to see bank's receipt for moneys or 
securities referred to in section 381 or 382.-An employee shall 
be entitled, on request made in this behalf to the company or to the trustees 
referred to in sub-section (4) of section 382, as the case may be, to see 40 the bank's receipt for any money or security such as is referred to in sec
tions 38I and 382. 

384. Penalty for contravention of sections 381, 382 and 383.-Any 
officer of a company, or any such trustee of a provident fund as is referred 
to In sub-section (4) of section 38z; who knowingly contravenes or authorises 45 or permits the contravention of the provisions of section 381, 382 or 383, 
shall be punishable with fine which may extend to five hundred rupees. 

Receivers and Managers 

385. Filing of accounts of receivers.-Every receiver of the pro-
so of a company who has been appointed under the powers contained in 
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any instrument, and who has taken possession, shall once in every half year 
while he remains in possession, and also on ceasing to act as receiver, file 
with the Registrar .an abstract in the prescribed form of his receipts and pay
"}lents during the period to which the abstract relates. 

386. Invoices etc., to refer to receiver where there is one.- ' 
Where a receiver of the property of a company has been appointed, evr:ry 
invoice, order for goods, or businesS' letter issued by or on behalf of the· 
company, or th~ receiver of the company, being a document on or in which 
the name of the company appears, shall contain a statement that a receiver 
has been appointed. IO 

387. . Penalty for non-compliance with sections 385 and 386.
lf default is made in complying with the requireme'nts of section 385 or 386, 
the company, and every offic.::r of the company wh~ is in default, shall be 
punishable with fine which may extend to two hundred rupees. 

For the purposes of this section, the receiver shall be deemed to be an 15 
officer of the company. 

388. Application of sections 385 to 387 to receivers and managers 
appointed by Court and managers appointed in pursuance of an 
instrument.-The provisions of sections 385, 38'-S and 387 shall apply to 
the receiver or manager of the property of a company appointed by a Court 20 
or to the manager of the property of a company appointed under any powers 
contained in an instrument in like manner as they apply to a receiver ar
rointed under any powers contained .. in an instrument. 

PART V 

WINDING UP 

(I) PRELIMINARY 

Modes of winding up. 

389. Modes of winding up.-(1) The winding up of a company may 
be either-

(a) by the Court ; or 
(b) voluntary ; or 
(c) subject to the supervision of the Court. 

(2) The provisions of this Act with respect to winding up apply, unless 
the contrary appears, to the winding up of a company in any of those modes. 

I 

25 

30 

Contributories - 35 

390. Liability as contributories of present and past members.-
(!) In the event of a company being wound up, every present and past mem· 
her shall be liable to contribute to the assets of the company to an amount 
sufficient for payment of its debts and liabilities and the costs, charges and ex
penses of the winding up, and for the adjustment 9f the rights of the contri- 40 butories among themselves, subject to the provisions of section 391 and sub-
ject also to the following qualifications, namely :-

(a) a past member shall not be liable to contribute if he has ceased to be 
a member for one year or upwards before·the commencement of 4.5 
the winding up ; 
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(b) a past member shall not be liable to contribute in respect of any 
debt or liability of the company contracted after he cea<>ed to be a 
member; 

(c) a past member shall not be liable to contribute unless it appears to 
·. 5 the Court that the existing members are unable to satisfy the 

contributicns required to be made by them in pursu'lnce of this 
Act; 

(d) in the case. of a company limited by shares, no contribution shall 
be required from any member exceeding the amount, if any, un-

Io -paid on the shares in respect of which he is liable as a present or 

IS 

20 

, . -
25 

past member; . 

(e) in the case of a company limited by guarantee, no contribution 
shall, subject to the provision' of sub-section (2), be required 
from any member exceeding the amount, if any, undertaken to be 
contributed by him to the assets of the com~n.ny in the event of its 
being wound up ; 

U) nothing in this Act shall invalidate any provision contained in any 
policy of insurance or other contract whereby the liability of in
dividual members on the policy or contract is restricted, or whereby 
the funds of the company are alone m1de liable in respect of the 
policy or contract ; - · 

(g) a sum due to any member of the company, in his ch1racter of a mem
ber, by way of dividends, profits or otherwise, sh1ll not be deemed 
to be a debt of the company payable to th'lt member, in a case of 
competition between himself and any other ·creditor who is not a 
member of the company; but any such sum shall be taken into 
account for the purpose of the final adjustments of the rights of 
the contributories among themselves. 

(2) In the winding up of a company limited by guarantee which ha<J a 
30 share capital, every member of the company shall be liable, in addition to the 

amount undertaken to be contributed by him to the assets of the company in 
the event of its being wound up, to contribute to the extent of any sums 
unpaid on any shares held by him. 

391. Obligations of directors, managing agents and managers 
whose liability is unlimited.-In the winding up of a limited company, any 

35 director, managing agent or manager, whether past or present, whose liability 
is, under the provision~ of this Act, unlimited, shall, in addition to his lia
bility, if any, to contribute as an ordinary member, be liable to m1ke a further 
contribution as if he were, at the commencement of the winding up, a member 

40 
of an unlimited company 

45 

Provided that-

(a) a past director, managing agent or manager shall not be liable to 
make such further contribution if he has ceased to hold office 
for a year or upwards before the commencement of the winding 
up; 

(b) a past director, managing agent or manager shall not be liable to 
· make such further contribution in respect of any debt or liability 

of the company contracted after he ceased to hold office ; 
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(c) subject to the articles of the company, a director, m~maging 
agent or manager shall not be liable to make such furtheli contri
bution unless the Court deem9 it necessary to require the contri
bution in order to satisfy the debts and liabilities of the company, 
and the costs, charges and expen9es of the wln1ing up. 

-
392. Definition of "contributory" .-The term "contributory". 

5 

means every person liable to contribute to the assets of a company in the event 
of its being wound up ; and for the purposes of all proceedings for deter
mining, and all proceedings prior to the final determination of, the persolUl· 
who are to be deemed contributories, includes any person alleged to be a con• ro 
tributory. 

393• Nature of liability of contributory.-(!) The liability of a 
contributory shall create a debt accruing due from ~im at the time when his 
liability commenced, but payable at the times specified in calls· made on him 
for enforcing the liability. • l5 

(2) No claim founded on the liability of a contributory shall be COi- _ 
nizable by any Court of Small Causes sitting outside the presidency-towns. 

394· Contributories in case of death of member.-(r) If a con
tributory dies either before or after he has been placed on the list of contri
butories, his legal representatives shall be liable in ,a due course of adminis- 20 
tration, to contribute to the assets of the company in discharge of his 
liability and shall be contributories accordingly. ; · 

(2) If the legal representatives make default in paying any money orde~ed 
to be paid by them, proceedings may be taken for administering the estate 
of the deceased contributory and compelling payment thereout of the. money. 25 
due. 

(3) For the purpose.i of this section, where the deceased contributory was 
a member of a Hindu joint family governed by the Mitakshara School of 
Hindu Law, his legal representatives shall be deemed to include the survivin' 
coparceners. 

30 
395· Contributories in case of insolvency of member.-!! a con

tributory is adjudged insolvent, either before or after he has been placed on the 
list of contributories,-

(a) his assignees in insolvency shall represent him for all the purposes of 
the winding up, and shall be contributories accordingly, and may be called on 35 
to admit to proof against the estate of the insolvent, or otherwise to allow to be 
paid out of his assets in due course of law, any money due from the insolven 
in respect of his liability to contribute to the assets of the company ; and 

(b) there may be proved against the estate of the insolvent the 
estimated value of his liability to future calls as well as calls already made. 40 

(II) WINDING UP BY THE COURT. 

Cases in which com1any may be wound up by the Court. 

396. Circumstances in which company may be wound up by 
Court.-A company may be wound up by the Court-

(a) if the company has, by special resolution, resolved that the 4~ company be wound up by the Court ; 

(b) if default is made in delivering the statutory report to the Regis
trar or in holding the statutory meetini ; 
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(c) if the company does not commence its business within a year from 
its incorporation, or suspends its busin~s for a whole year ; 

(d) if the number of members is reduced, in the ca~e of a public com
pany, below seven, and in the case of a private company, belowtwo. 

·(e) if the company is unable to pay its debts ; ' 
U) if the Court is of opinion that it is just and equitable that the 

company should be wound up. 

397· Company when deemed unable to pay its debts.-(I) A com
pany shall be deemed to be unable to pay its debts-

(a) if a creditor, by assignment or otherwise, to whom the company 
is indebted in a sum exce.!ding five hundred rupees then due, has 
a:erved on the company, by causing it to be delivered by registered 
post or otherwise at its registered office, a demmd under his 
hand requiring the company to pay the sum so due and the 
company has for three weeks thereafter neglected to pay the sum, 
or to secure or compound for it to the rea30nable satisfaction of the 
creditor ; or 

(b) if execution or other process issl.!ed on a decree or order of any 
·Court in favour of a creditor of the company is returned umatis
; fled in whole or in part ; or 

(c) if it is proved to the satisfaction of the Court that the company is 
unable to pay its debts, and, in determining whether a company is 
unable to pay its debts, the Court shall take into account the con
tingent and prospective liabilities of the company. 

(2) The demand referred to in clause (a) of sub-section (I) shall be 
deemed to have been duly given under the hand of the creditor if it is signed 
by any agent or legal adviser duly authorised on his behalf, or in the case of a 
firm, if it is signed by any such agent or legal adviser or by any member of 
the firm on its behalf. 

Transfer of Proceedings 

· 398. Winding up may be referred to District Court.--Where a 
High Court makes an order for winding up a company under this Act, the 
High .COurt may, if it thinks fit, direct all subsequent proceedings to h-! had 
in a District Court ; and thereupon for the purposes of windini up the 

35 
company, such District Court shall be deemed to be " the Court " within the 
meaning of this Act, and shall have all the jurisdiction and powers of the 
Hiih Court. 

399· Tr~nsfer of winding ~p !rom o~e Dis~ic~ Court to a_nother.
If during the progress of a w10ding up 10 a District Court, It appears 
to the High Court that the same could be more conveniently proceeded 

4° with in the High Court or in: any other District Court, the High Court may, 
as the cnse may require,-

4.S 

(a) withdraw the case and proceed with the winding up itself; or 
(b) transfer the case to such_ other Di~tri~t O)urt, wh!reupm the wind

ing up shall proceed 10 that District Court. 

400. Power of High Court to retain winding-up proceedings in 
District Court in which they ought not to have been commenced.
The High Court may direct that a Distxict Court in which proceedings fo 
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winding up a company have been commenced, shall retain and continue the 
proceedings, although · it may not be the Court in which they ought 
to have been commenced. 

401. Jurisdiction of High Court under sections 398, 399 and 400 
to be exercised at any time and at any stage.-The High Court shall 
have jurisdiction to pass orders under sections 398, 399 and 400 at any 
time and at any stage and either with or without application from any of the 
parties to the proceedings . 

. Petition for winding up 

5 . 

402. Provisions as to applications for winding up.-(1) An appli- 10 
cation to the Court for the winding up of a company shall be by petition pre
sented, subject to the provisions of this section, -:-

(a) by the company ; or · 
(b) by any creditor or creditors, including any contingent or prospective 

creditor or creditors ; or 
(c) by any contributory or contributories ; or 
(d) by all or any of the parties specified in clauses (a), (b) and (c), 

whether together or separately ; or 
(e) by the Registrar; or 
(f) in a case falling within section 227, by any person authorised by 20 

the Central Government in that behalf. 

(2) A contributory shall not be, entitled to present a petition for winding 
up a company unless- •.· 

I 

(a) either the number of members is reduced, in the case of a public 
company, below seven, and, in the case of a private company, 25 
below two ; or 

(b) the shares in respect ofwhich he is a contributory or s01ne ofthem 
either were originally allotted to him or have been held by him, 
and registered in his name, for at least six months during the 
eighteen months immediately before the commencement of the 
winding up, or have devolved on him through the death of a 3° 
former holder. 

(3) The Registrar shall not be entitled to present a petition for winding 
up a company except on the grounds specified in clauses (b), (c) and (e) of 
section 396 : 35 

Provided that the Registrar shall not present a petition on the ground spe- , · 
cified in clause (e) aforesaid, unless it appears to him either from the financial 
condition of the company as disclosed in its balance-sheet or from the report 
of an inspector appointed und•:!r 'section 220 or 222 that the company is 
unable to pay its debts : 40 

Provided further that the Registrar shall obtain the previous sanction of 
the Central Government to the presentation of the petition on any of the 
grounds aforesaid. 

(4) The Central Government shall not accord its sanction in pursuance 
ofthe foregoing proviso, unless the company has first been afforded an 
pportunity of being heard. 45 
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(s) A petition for winding up a company on the ground specified in clause 
(b) of section 396 shall not be presented-

(a) except by the Registrar or by a shareholder; or 
(b) before the expiration of fourteen days after the last day on which the 

5 statutory meeting referred to in clause (b) aforesaid ought to have 
been held. 

(6) The Court shall not give a hearing to a petition for winding up a 
company presented by a contingent or prospective creditor 

(a) unless; in the opinion of the Court, there is a prima facie case for 
10 · winding up the company; a:td 

(b) until such security for costs has been given as the Court think 
reasonable. 

403. Right to present winding up petition where company is 
being wound up voluntarily or subject to Court's supervision.--(!) 

15 Where a company is being wound up voluntarily or subject to the supervision 
of the Court, a. winding up petition may be presented by-

(a) any person authorised to do so under section 402, and subject to the 
provisions of ~hat section ; or 

(b) the Official Liquidator attached to the Court, if any. 
20 (.2.) The Court shall not make a winding up order on a petition presente 

to it under sub-section (1), unless it is satisfied that the voluntary winding 
up or winding up subject to the supervision of the Court cannot be continued 

, with due regard to the interests of the creditors or contributories or both. 

Commencement of winding up 

.2.5 404. Commencement of winding up by Court.-( I) Where, before 
the presentation of a petition for the wind in] up of a company by the Court, a 
resolution has been passed by the co:npanj for voluntary winding up, the 
winding up of the company shall be deemed to have commenced at the time 
of the passing of the resolution, and unless the Court, on proof of fraud or mis-

30 take, thinks fit otherwise to direct, all proceedings taken in the voluntary 
winding up shall be deemed to have been validly taken. 

35 

45 

(2) In any other case, the winding up of a company by the Court shall be 
deemed to commence at the time of the presentation of the petition for the 
winding up. 

: Powers of Court hearing application 

405. Power of. Court to stay or .restrain .Pr~ceeding~ _against 
company.-At any ume after the presentation of a wmding·up petmon and 

.,before awinding up order has been made, the company or any creditor or . 
contributory may-

(a) where any suit or proceeding against the company is pending in 
the Supreme Court or in any High Court, apply to the Court in 
which the suit or proceeding is pending for a stay of proceedings 
therein ; and 

(b) where any suit or proceeding is pending against the company in 
any other Court, apply tc the Court having jurisdiction to wind 
up the company to restrain further proceedings in the suit or 
proceeding ; 

and the Court to which application is so made may stay or restrain the 
proceedings accordingly, on such terms as it thinks fit. 
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4o6. Powers of Court on hearing petition.~()) On hearing a 
winding-up petition, the Court may-

(a) dismiss it, with or without costs; or 
(b) adjourn the hearing conditionally or unconditionally; or 
(c) make any interim order that it thinks fit; or 5 
(d) make any other order that it thinks fit: 

Provided that the Court shall not refuse to make a winding-up order on the 
ground only that the assets of the company have been mortgaged to an 
amount equal to or in excess of those assets, or that the company has no 
assets. 10 

(2) Where the petition is presented by members of the company as contri
butories on the ground that it is just and equitable that the company should be 
wound up, the Court, if it is of opinion -

(a) that the petitioners are entitled to relief either by the winding up 
of the company or by some other means ; and li 

(b) that in the absence of any other remedy it would be just and equi
table that the company should be wound up; 

. shall make a winding-up order, unless it is also of the opinion both that some 
other remedy is available to the petitioners and that they are acting unrea· 
sonably in seeking to have the company wound up instead of pursuing that 20 
other remedy. ._.. 

(3) Where the petition is presented on the ground of default in deli• 
vering the statutory report to the Registrar, or in holding the statutory meet
ing, the Court may- . 

(a) instead of making a winding-up order, direct that the statutory 25 
report shall be delivered or that a meeting shall be held ; and 

(b) order the costs to be paid by any persons who, in the opinion of the 
Court, are responsible for the default. 

Consequences of Winding-up Order 

407. Order for winding up to be -communicated to Official 30 
Llquidator.-Where the Court makes an order for the winding up of a 
company, it shall (except where a liquidator is appointed simultaneously) 
forthwith cause intimation thereof to be sent to the Official Liquidator. 

408. Copy of winding up order to be filed with Registrar.-( I) 
On the making of a winding up order, it shall be the duty of the petitioner in · 35 
the winding-up proceedings and of the company to file with the Registrar a 
copy of the order, within a month from the date of the making of the 
order. 

(2) On the filing of a copy of a winding-up order, the Registrar shall 
make a minute thereof in his books relating to the company, and shall notify 40 
in the Official Gazette that such an order has been made. 

(3) Such order shall be deemed to be notice of discharge to the servants 
of the company, except when the business ofthe company is continued. 

409. Suits stayed on winding up order.-When a winding-up order. 
has been made or a provisional liquidator has been appointed, no suit or 45 
other legal proceeding shall be proceeded with or commenced against the 
company, except by leave of the Court and subject to such terms as the 
Court may impose. 
48 M of Law. 



5 

10 

15 

liS 

410. Effect ot winding up order.-An order for winding up a com
pany shall operate in favour of all the creditors and of all the contributories 
of the company as if it had been made on the joint petition of a creditor and 
of a contributory. 

Official Liquidators 

411. Appointment of Official Liquidator.-{!) For the purposes 
of this Act, so far as it relates to the wind!ng up of companies by the Courr,-

(a) there shall be attached tQ each High Court an Official Liquidator 
· appointed by the Central Government , who shall be a whole

time officer, unless the Central Government considers that there 
will not be sufficient work for a whole-time officer in which case 
a part-time officer may be appointed; and 

(b) the Official Receiver attached to a District Court for insolvency 
purposes, or if there is no such Official Receiver, then, such person 
as the Central Government may, by notification in the Official 
Gazette appoint for the purpose, shall be the Official Liquidator 
attached to the District Court. · 

(2) All references to the "Official Liquidator" in: this Act shall be cons
trued as references to the Official Liquidator referred to in clause (a) or clause 

20 (b), as the case may be, of sub-sect1on (1). 

Liquidators 

412. Official Liquidator to be liquidator unless Court otherwise 
. directs.-( I) On a winding-up order being made in respect of a company, the 
Official Liquidator shall, by virtue of his office, become the liquidator of the 

25 company: 

Provided that the Court may, when making the winding up order or at 
any time subsequently, for special reasons to be recorded in writing, appoint 
some other person or persons to be liquidator or liquidators of the company. 

(2) The Official Liquidator shall, by virtue of his office, be the liquida-
30 tor when the office of a liquidator or the offices of all the liquidators appoin

ted under the provtso to sub-section (1) fall vacant, until a fresh appoint
ment is made by the Court under that proviso. 

413. Appointment and powers of provisional liquidator.
(!) At any time after the presentation ofia winding-up petition :md before the 

35 making of a winding-up order, the Court may appoint the Official Liquid~tor, 
or for special reasons to be recorded in writing, any other person to be 
liquidator provisi~nally. 

(2) Before appointing a provisional liquidator, the Court shall give notice 
to the company and give a reasonable opportunity to it to make its repre
sentations, if any, unless, for special reasons to be recorded in writing, 

40 the Court thinks fit to dispense with such notice. 

(3) Where a provisional liquidator is appointed by the Court, the 
Court may limit and restrict his powers by the order appointing him or by a 
subsequent order; but otherw·ise he shall hnve the same powers as a liquidator. 

45 (4) A provisional liquidator shall cease to hold office as such on a wind-
ing up order being made. 
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414. Liquidator other than Official Liquidator to give notice of 
appointment to Registrar and to give information etc. to Official Liqui
dator.-Where in the winding up of a company by the Court, a person other 
than the Official Liquidator is appointed liquidator, that person-

(a) shall not be capable of acting as liquidator until he has notified 5 
his appointment to the Registrar . ; and 

(b) shall give the Official Liquidator such information and such access 
to and facilities for inspecting, the books and documents of the 
company, and generally such aid, as may be requisite for enabling 
the Official Liquidator to perform his duties under this Act. 10 

415. General provisions as to liquidators.-(1) A liquidator ap
pointed by the Court may resign or, on cause shown, be removed by the Court 

(2) A vac:mcy in the office of a liquidator app,ointed by the Court may 
be filled by the Court. 

(3) The liquidator or liquidators shall conduct the proceedings in wind- 15 
ing up the company and perform such duties in reference thereto as the Court 
may impose.· . 

(4) If two or more liquidators are appointed by the Court, the Court 
sh:Ul declare whether any· act by this Act required or authorised to be done by 
the liquidator is to be don·~ by ~ll or any one or mqre of them. 20 

(5) Where a -person other than the Official Liquidator is appoined liqui
dator, he shall receive such salary or other remuneration, by way of percentage 
or otherwise, as the Court may fix ; and if two or more liquidators are appoint
d, their remuneration shall be distributed among them in such proportions , 
as the Court directs. 'l · 25 

(6) Where the Official Liquidator becomes or acts as liquidator, there 
shall be paid to the Central Government out of the assets of the company 
such fees as may be prescribed. · 

(7) Subject to the provisions of section 507, the acts of a liquidatr 
shall be valid, notwithstanding any defect that may afterwards be discovered 30 
in his appointment or qualification: 

Provided that nothing in this sub-section shall be deemed to give validity 
to acts done by a liquidator after his appointment has been shown to be in
valid. 

(8) The Court may determine whether any, and, if so, what, security is 35 
to be given by a liquidator on his appointment. 

416. Style etc. of liquidator.-A liquidator shall be described whexe. 
he is the Official Liquidator, by the style of''the Official Liquidator" and where 
he is not the Official Liquidator, by the style of "the liqui~ator", of the par
ticular company in respect of which he acts, or in respect of which he is 40 
appointed, as the case may be, and not by his individual name. 

417. Receiver not to be appointed of assets with liquidator.
A receiver shall not be appointed of assets in the hands of a liquidator. 

418. Statement of affairs to be made to Official Liquidator.-
( I) Where the Court has made a winding-up order or appointed a provisional 45 
liquidator, there shall, unless the Court in its discretion otherwise orders, be 
made out and submitted to the Official Liquidator a ~tatement as to the 
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affairs of the company in the prescribed form, verified by an affidavit, and 
containing the following particulars, namely ;-

(a) the assets of the company, stating separately the cash balance in 
hand and at the bank, if any ; 

(b) its debts and liabilities ;· 
(c) the names, residences and occupations of its creditors, stating se

parately the amount of secured and unsecured debts, and in the 
case of secured debts, particulars of the securities given, their value 
and the dates on which they were given ; 

(d) the debts due to the company and the names, residences and 
occupations of the persons from whom they are due and the 
amount likely to be realised on account thereof ; 

(e) such further or other information as may be prescribed, or as the 
Official Liquidator may require. 

(2) The statement shall be submitted and verified by one or more of the 
persons who are at the relevant date the directors and by the person who is 
at that date the manager, secretary or other chief officer cfthe company, or by 
such of the persons hereinafter in this sub-section mentioned, as the Official 

20 Liquidator, subject to the direction of the Court,. may require to submit and 
verify the statement, that is to say, persons-

25 

30 

( a) whc are or have been officers of the company; 
(b) who have taken part in the formation of the company at any time 

within one year before the relevant date ; 
, (c) who are in the employment of the company, or have been in the 

employment of the company within the said year, and are in the 
opinion of the Official Liquidator capable of giving the infor
mation required ; 

(d) who are or have been within the said year officers of, or in the 
employment of, a company which is, or within the said year was, 
an officer of the company to which the statement relates. 

(3) The statement shall be submitted within twenty-one days from the 
relevant date, or within such extended time as the Official Liquidator or the 
Court may, for special reasons, appoint . . 

35 (4) Any person making, or concurring in making, the statement and affi-
davit required by this section shall be allowed, and shall be paid by the Officill 
Liquidator or provisional liquidator, as the case may be, out of the as~ets of the 
company, such costs and expenses incurred in and about the preparation and 
making of the statement and affidavit as the Official Liquidator may consider 
reasonable, subject to an appeal to the Court. 

4C (5) If any J)erson, without reasonable excuse, makes default in comply· 
ing with any of tlie requirements of this section, he shall be punishable 
with fine which may extend to one hundred rupees for every day during 
which the default continues. 

(6) Any person stating himself in writing to be a creditor or contribu-
45 tory of the company shall be entitled, by himself or by his agent, at all 

reasonable times, on payment of the prescribed fee, to inspect the statement 
submitted in pursuance of this section, and to a copy thereof or 
extract therefrom . 

.50 (7) Any persoa untruthtuuv so stating himself to be a creditor or 
contributory shall be guilty of an offence under section 182 of the Indian 
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Penal Code (Act XLV of I86o ), and shall, on the application of the Official 
Liquidator or provisional liquidator, be punishable accordingly. 

(8) In this section, the expression " the relevant date " means, in a case 
where a provisional liquidator is appointed, the date ofhis appointment, and 
in a case where no such appointment is made, the date of the winding-up 5 
order. . 

419. Report by Official Liquidator.-(!) In a case where a winding 
up order is made, the Official Liquidator shall, as soon as practicable after re
ceipt of the statement to be submitted under section 418, and not later 
than four, or with the leave of the Court, six months from the date of the 10 
order, or in a case where the Court orders that no statement shall be submit-
ted, as soon as practicable after the date of the order, submit a preliminary 
report to the Court-

(a) as to the amount of capital issued, subscribed, and paid up, and 
the estimated amount of assets and liat?ilities, giving separately, 15 
under the heading of assets, particulars of (i) cash and negotiable 
securities ; (ii) debts due from contributories; (iii) debts due to 
the company and securities, if any, available in respect thereof ; 
(iv) movable and immovable properties belonging to the com-
pany; and (v) unpaid calls ; and 20 

(b) if the company has failed, as to the causes of the failure; and 

(c) whether in his opinion further inquiry is desirable as to any matter 
relating to the promotion, formation, or failure of the company, 
or the conduct of the business thereof. 

I •' 

(2) The Official Liquidator may also, if he thinks fit, make a further re• 25 
port, or further reports, stating the manner in which the company was pro
moted or formed and whether in his opinion any fraud has been committed 
by any person in its promotion or formation, or by any officer of the 
company in relation to the company since the formation thereof, and any 
other matters which, in his opinion, it is desirable to bring to the notice of 30 
the Court. 

(3) If the Official Liquidator states in any such further report that in 
his opinion a fraud has been committed as aforesaid, the Court shall have the 
further powers provided in section 442. -

420. Custody of company's property.-(!) Where a winding up 35 
order has been made or where a provisional liquidator has been appointed, the 
liquidator or the provisional liquidator, as the case may be, shall take into his 
custody or under his control, a11 the property, effects and actionable claims to 
which the company is or appears to be entitled. · 

(2) All the property and effects of the company shall be deemed to be 40 
in the custody of the Court as from the date of the order for the winding up of 
the company. 

421. Powers of liquidator.-(!) The liquidator in a winding up by the 
Court shall have power, with the sanct:Jion of the Court,-

(a) to institute or defend any suit, prosecution, or other legal proceed- 45 
ing, civil or criminal, in the name and on behalf of the company ; 

(b) to carry ~n the business of the company so far as may be necessary 
for the beneficial winding up of the company ; 
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(c) to sell the immovable and movable property and actionable claims 
of the company by public auction or private contract, with power 
to transfer the whole thereof to any person or b::>dy corporate or 
to sell to ~e same in parcels ; • • 

(d) to do all acts and to execute, in the name and on behalfofthe com
pany, all deeds, receipts, and other documents, and for th'lt pur

- pose to use, when necessary, the company's seal ; 

(e) to prove, rank and claim in the insolvency of any contributory, for 
any balance against his estate, and to receive dividends in the in 
solvency, in respect of that balance as a separate debt due from the 
insolvent, and rateably with the other separate creditors ; 

{f) to draw, accept, make and indorse any bill of exchange, hundi or 
- promissory note in the name and on behalf of the company, with 

the same effect with respect to the liability of the company as if 
the bill, hundi, or note had been drawn, accepted, m'lde or in• 
dorsed by or on behalf of the company in the course of its business; -

(g) to raise on the security of the assets of the comp1ny any m()n;:y 
· requisite ; 
(h) to take out, in his official name, letters of administration to any de

ceased contributory, and to do in his official name any other act 
necessary for obtaining payment of any money due from a contri
butory or his estate which cannot be conveniently done in the name 
of the company, and in all such cases, the money due shall, for the 
purpose of enabling the liquidator to take out the letters of ad
ministration or recover the money, be deemed to be due to the 
liquidator himself: Provided that nothing herein empowered shall 
be deemed to affect the rights, duties and privileges of any Ad
ministrator General ; 

(•) to appoint an agent to do any business which the liquidator is un 
able to do himself ; and _ 

(j) to do all such other things as·may be necessary for winding up the 
affairs of the company and distributing its assets. 

(2) Any creditor or contributory may apply to the Co'!lrt with respect 
35 any exercise or proposed exercise of any of the powers conferred b t his 

section. · 

422. Discretion of liquidator.-The Court may, by order, provide 
that the liquidator may exercise any of the powers referred to in section 
421 without the sanction or intervention of the Court: 

Provided always that the exercise by the liquidator of such powers shall be 
40 .. subject to the _control of the Court. 

42.3. Provision for legal assistance to liquidator.-The liquidator 
may, with the sanction of the Court, appoint an advocate, attorney or pleader 
entitled to appear before the Court to assist him in the performmce of his 
duties : 

45 Pro.vided that the liquidator shall not appoint his partner, unless the latter 
consents to act without remuneration. 

42.4. Exercise and control of liquidator's powers.-(1) Subject to 
the provisions of this Act, the liquidator of a company which is being wounJ 
up by the Court shall, in the administration of the assets of the comp1ny and 



. 183 

the distribution thereof among its creditors, have regard to any directions 
which may be given by resolution of the creditors or contributories at any 
general meeting or by the committee of inspection. 

(2) Any directions given by the creditors or contributories-at any general 
meeting shall, in case of conflict, be deemed to override any directions given by 
the committee of inspection. · 

(3) The liquidator-
(a) may summon general meetings of the creditors or contributories·, 

whenever he thinks fit, for the purpose of ascertaining their wishes; 

5 

(b) shall summon such meetings at such times as the creditors or 10 
contributories, as the case may be, may, by resolution, direct, or 
whenever requested in writing to do so by not less than one-tenth 
in value of the creditors o_r contributories, as the case may be. 

(4) The liquidator may apply to the Court in the manner prescribed, for 
directions in r:_elation to any particular matter arising in the winding up. 

(S) Subject to the provisions of this Act, the liquidator shall use his 
own discretion in the administration of the assets of the company and in the 
distribution thereof among the creditors. 

15 

(6) Any person aggrieved by any act or decision of the liquidator may 
apply to the Court, and the Court may confirm, reverse or modify the act or 20 
decision complained of, and make sych further order as it thinks just in the 
circumstances. •.· . 

425. Books to be kept by liquidator.-(!) The liquidator of a com
pany which is being wound up by the Court shall keep, in rhe manner 
prescribed, proper books in which he shall cause entries or minutes to be made 25 
of proceedings at meetings and of such other matters as may be prescribed. 

(2) Any creditor or contributory may, subject to the control of the Court, 
personally or by his agent, inspect any such books. 

426. Audit of liquidator's accounts.-(1) The liquidator of a 
company which is being wound up by the Court shall, at such times as may be 30 
prescribed but not less than twice iq each year during his t~nure of office, 
present to the Court an account of his receipts and payments as liquidator. · 

(2) The account shall be in the prescribed form, sh1ll be m-ade in dupli
cate, and shall be verified by a declaration in the prescribed form. 

(3) The Court shall cause the account to be audited in such manner as .it 
fi 35 thinks t ; and for the purpose of the audit, the liquidator shall furnish the 

Court with such vouchers and information as the Court may require, and the 
Court may, at any time, require the production of, and inspect, any books or 
accounts kept by the liquidator. 

(4) When the account has been audited, one copy thereof shall be .flied and 40 
kept by the Court, and the other· copy sh1ll hi! dclivereJ to the Registrar for 
filing; and each copy shall be open to the inspection of any creditor, contribu-. 
tory or any person interested. 

. (5) The liquidator shall cause the account when audited or a summary 
thereof to be printed, and shall send a printed copy of the account or summary 45 
by post to every creditor and to every co_ntributory : , 

Provided that the Court may in any case dispense with compliance with this 
sub-section. 
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427: Meetings of ~reditors and ~ontri~utories to determine ap

pointment and composition of committee of inspection.-(!) The 
liquidator shall, within one month from the date of the order for the winding
up of a company, convene a meeting of its creditors (as ascertained from its 

_ 5 books and documents) for the purpose of determining whether or not a com
mittee of inspection shall be appointed to act with the liquidator, and who 
are to be members of the committee, if one is appointed. 

(2) The liquidator shall, within one week from the date of the creditors 
meeting or such further time as the Court, in its discretion, may grant for the 

10 purpose, convene a meeting of the contributories to consider the decision of 
the creditors' meeting and to express the views of the contributories on the 
matters specified in sub-section (1) ; and it shall be open to the meeting to 
accept the decision of the creditors' meeting, with or without modifications or 
to reject it. 

15 (3) Except in the case where the meeting of the contri-
butories accepts the decision of the creditors' meeting in its entirety, it shall 
be the duty of the liquidator to apply to the Court for directions as to whether 
there shall be a committee of inspection ; and, if so, what the composition of 
the committee shall be, and who shall be members thereof. 

20 428 •. Constitution and proceedings of committee of inspec-
tion.-(!) A committee of inspection appointed in pursuance of section 427 
shall consist of not more than twelve members, being creditors and contri
butories of the ·company or persons holding general or special powers of attor · 
ney from creditors or contributories, in such proportions as may be agreed on 

25 by the meetings of creditors and contributories, or in case of difference 
of opinion between the meetings, as, may be determined by the Court. 

(2) The committee of inspection sha11 have the right to inspect the 
accounts of the liquidator at all reasonable times. 

(3) The committee shall m'!et at such times as they m1y from time to 
30 time appoint, and, failing such appointment, at least once a month, and 

the liquidator or any member of the committee m1y also call a m !eting of 
the committee as and when he thinks necessary. 

(4) The committee may act by a majority of their memb~rs present at 
a meeting, but shall not act unless a m1jority of the committee are present. 

35 (5) A member of the committee m::ty resign by notice in wdting sig,led 
by him and delive~ed to the liquidator. 

(6) If a member of the committee is adjudgi!d an imolvent or compounds 
or arranges with his creditors, or is absent from five comecutive m·'!etings of the 
committee without the leave of those members who, together with him>elf, 

40 represent the .creditors or contributories, as the case may be, his office shall · 
thereupon become vacant. • , · 

(7) A member of the committee ·m1y be removed by an ordinary re
solution at a meeting, of creditors if he represents creditors, or of contributories 
if he represents contributories, of which seven days' notice has been given, stat-

45 · ing the object of the meeting. .-
· (8) Oil a vacancy occurring in the committee, the liquidator shall forth-. 
with summon a meeting of creditors or of contributories, as the case may re
quire, to fill the vacancy, and the meeting may, by resolution, re-appoint the 

. same, or appoint another, creditor or contributory to fill the vacancy: 

50 Provided that if the liquidator, having regard to the position in the. win. 
ding up, is of the opinion that it is unnecess:uy for the vacancy to be filled, he 
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may _apply to the Court and the Court may make an order that the vacancy 
shall not be filled, or shall not be filled except in such circum>tances as may be 
.specified in the order. 

(9) The continuing members of the committee, if not less than two, may 
:act notwithstanding any vacancy in the committee. 5 

General powers of Court in case of windt"ng up by Court 

. 429· Power of Court to stay winding up.-( I) The Court may at any 
·time after an order for winding up has been made, on the application either of 
the Official Liquidator or of the liquidator prof any creditor or contribut~ry, \ 
and on proof to the satisfaction of the Court that all proceedings in relation 10 
to the winding up ought to be stayed, mlke an order staying the proceedings, 
either altogether or for a limited time, on such terms and conditions as the 
·Court thinks fit. . 

(2) On any application under this section, th~ Court may, before m1king 
:an order, require the Official Liquidator to furnish ft' the Court a report with 15 
respect to any facts or matters which are in his opinion relevant to the applica
"tion. 

(3) A copy of every order made und;!r this section shall forthwith be 
forwarded by t mpany, or otherwise as m1y be prescribed, to the Regis-
1.rar, who shall mane a minute of the order in his books relating to the com- 20 
pany. 

430. Settlement of list of contributories and application of assetsi 
'{I) A3 soon as may be after making a winding up order, the Court shal 
settle a list of contributories, with power to rectify the register of members in 
.all casts wjlere rectification is requjl"ed in pursuance of this Act, and shall cause 25 
"the assets ofthe company to be collected and aptJlied in discharge of it3 liabili
ties: 

Provided that, where it appears to the Court that it will not be necessary 
to make calls on or adjust the rights of contributories, the Court may dispense 
with the settlement of a list of contributories. 

30 
(2) In settling the list of contributories, the Court shall distinguish bet-· 

ween thos-e who are contributories in their own right and those who are 
contributories as being representatives of, or liable for the debts of, others. 

431. Deli_very of property to liquidator.-The ·Court may, at ~nY 
time after making a winding-up order, require any contributory for the tune 35 
being on the lis!' of contributories and any trustee, receiver, banker, a~ent, or 
officer of the company, to pay, deliver, surrender or transfer forthw1th, or 
within such time as the Court directs, to the liquidator, any money, property 
or books and papers in his hands to which the company is prima facie entitled. 

, 432. Payment of debts due by contributory-and extent of s:t-a.'f.- 40 
(I) The Court may, at any time after making a win~ing up ord~r, m1~e an 
order on any contributory for the time being on the ltst of contnbutones to 
pay, in the manner directed by the order, any m:lnej due to the company, 
from him or from the estate of the person wh')m h~ repre>en:s, exclusive of 
.any money payable by him or the estate by virtue of any c1ll in p'-Irs uance of 

45 thiS Act. . . 

(2) The Court, in making such'an o;der, may-
( a) in the case of an unlimited company, allow to the contributory by 

way of set-off any money due to him or to the estate whitli he 
48 M of Law. · 
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represents from the company on any jndependent dealing or con
tract with the company, but not any money due to him as a member
of the company in respect of any dividen~ or profit ; and 

(b) in the case of a limited company, make to any director, managing 
agent or manager whose liability is unlimited or to his estate, the-
like allowance. · 

(3) In the case of any company, whether limited or unlimited when all 
the c~editors are paid in full, any money due on any account whdtever to a 

1 contnbutory from the company may be allowed to him by way of set-off 
".J:o against any subsequent call. 

433· Power of Court to make calls.-(1) The Court may, at any time· 
_ after making a winding up order, and either before or after it has ascertained 
_ the sufficiency of the assets of the company,-

(a) make calls on all or any of the contributories for the time being: 
IS on the list o• the contributories, to the extent of their liability, 

for payment of any money which the Court considers necessary 
to satisfy the debts and liabilities or-the company, and the costs, 
charges and expenses of winding up, and for the adjustment o£ 
the rights of the contributories among themselves, and 

20 (b) make an order for payment of any calls so made. 

(2) In making a call, the Court may take into consideration the probabi
litythat some ofthe contributories may, partly or wholly, fail to pay the call. 

434: Proceedings for recovery of calls to be summary.-All pro
ceedings for the recovery of any money due from a contributory under a 

25 call made on him, whether by the company before the making of the windiPg 
up order or ty the Court in rursuance of section 433, stall be of a summary 
character. 

435· Payment into bank of moneys due to company.-(1) The· 
Court may order any contributory, purchaser or other person from whom 

30 any money is due to the company -to pay the money into the account of the 
liquidator in any Scheduled Bank instead of to the liquidator. 

. (2) Any such order may be enforced in the same manner as if the Court 
had directed payment to the liquidator. 

436. Moneys and securities paid into Bank to be subject to order 
35 of Court-All moneys, bills, hundis, notes and other securities paid or 

delivered into the Bank where the liquidator of the company_ may have his 
account, in the event of a company being wound up by the Court, shall 
be subject in all respects to the orders of the Court. _ _...._ 

437• Order on contributory to be conclusive evidence.-(1) An: 
40 order made by the Court on a contributory shall, subject to any right of appeal. 

be conclusive evidence that the money, if any, thereby appearing to be due or 
ordued to be paid is due. 

(2) All other pertinent matters stated in the order shall be taken to be 
truly_ stated as against all persons and in all proceedings whatsoever. 

45 '• 438. Power to exclude creditors not proving in time.-'Pte Court-
may fix a time or times within which creditors are t.o ~rov: therr debts or 
claims, or to be excluded from the benefit of any d1stnbut1on made before: 
those debts or claims are proved. 
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439· Adjustment of ~ight~ of contributories:-The. o;>urt shalt 
.adjust the rights of the contnbutones among themselves, and dtstnbute any 
surplus among the persoru entitled thereto. 

440. Power to order costs.-The Court may, in the event of the asset~ 
being insufficient to satisfy the liabilities, make an order for the paye S 
ment, out of the assets, of the costs, charges and expenses incurred in th 
winding up, in such order of priority as the Court thinks just. 

441. Power to summon persons suspected of havlng property of 
company, etc.-(1) The Court may, at any time after the appointm'.!nt of its 
provisional liquidator or the making of a winding up order, summon before 10 

any officer of the company or person known or suspected to hwe in his 
possession any property of the company or known or supposed to be in
debted to the company, or any person whom the Court deems capable of giving 
information concerning the promotion, formation, trade, dealings, property 

15 _ or affairs of the company. 

(2) The Court may examine any officer or person so summoned on oath 
concerning the matters aforesaid, either by word of mouth or on written in
terrogatories; and may in the former case reduce his answers to writing and 
require him to sign them. 

(3) The Court may require any officer or person so summoned to pro- 20 

duce any books and papers in his custody or power re~ting to the company 
but, where he claims any lien on documents produced by him, the produc-
tion shall be without prejudice to that lien, and the Court_ shall have juris- ' 
diction in the winding up to det~e all questions relating to that lien. 

(4) If any office or person so summoned, after being tendered a reasona- 25 
ble sum for his expenses, refuses to come before the Court at the time appoint 
ed, not having a lawful impediment (made known to the Court at the time of its 
sitting and allowed by it), the Court may cause him to be apprehended and 
brought before the Court for examination. . · 

442. Power to order public examination of promoters, directors 3° 
etc.-(1) When an order has been made for winding up a company by the. 
Ccu:~, ~r.d 71-:c Offici::-1 Vqr:d::.~or has m::de a report to the Court under' • 
this Act, stating that in his opinion a fraud has been committed by any per- · 
son in the promotion or formation of the company or by any officer of the 
company in relation to the company since its formation, the Court may, after 35 
considering the report, direct that that person or officer shall attend before 
the Court on a day appointed by it for that purpose, and be publicly examined 
as to the promotion or formation or the conduct of the business of the 
company, or as to his conduct and dealings as officer thereof. 

(2) The Official Liquidator shall take part in the examination, and for 40 
that purpose ~ay, if specially authorised by the Court in that behalf, employ 
such legal assistance as may be sanctioned by the Court. · 

(3) The liquidator, wh<!re the Official Liquidator is not th·~ liquidator, and 
any c1cJitor or contributory, may also take part in the examination ,either· 
personally or by any advocate, attorney or pleader entitled to appear .before 45 
the Court. · 

(4) Thl! Court m1y put su.;h questions to the p~rson examined as it 
thinks fit. 

.. 

(5) The person examined sH.all be examined on oath, and shall answer all 50 
such questions as the Court may put or allow to be put;o him. 
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(6) A person ordered to be examined under this section-

(a) shall, before_ his examination, be furnished with a copy of the 
Official Liquidator's report if such person pays the cost thereof ; 
and 

(b) m1y at his ow!l cost employ an advocate, attorney or pleader 
entitled to appe.1r before the Court, who shall be at liberty to put 
to him such questions as the Court may deem just for the purpose 
of enabling him to explain or qualify any answers given by him. 

10 (7) (a) If any such person applies to the Court to be exculpated from any 
charges m1de or sugge>ted ag1inst him, it shall be the duty of the Official 
Liquidator to appear on the hearing of the application and call the attention of 
the Couit to any mattenwhich appear to the Official Liquidator to be relevant. 

(b) If the Court, after hearing any evidence given or witnesses called by 

15 
the Official Liquidator, grants the application, the Court may allow the ap-
plicant such costs as it may think fit. . · 

(8) Notes of the examination shall be taken down in writing, and shall be 
read over to or by, and signed by, the person examined, and may thereafter be 
used in evidence against him (in civil proceedings); and shall be open to the 
inspection of any creditor or contributory at all reasonable times. 

20 (9) The Court may, if it thinks fit, adjourn the examination from time to 
time. 

(ro) An examination under this section may, if the Court so directs 
and subject to any rules made in this behalf, be held before any District Judge 
or before any officer of the High Court, being an Official Referee, 1\laster, 

25 Registrar or Deputy Registrar. 

(rr) The powers of the Court under this section as to the conduct ofth 
examination, but not as to costs, may be exercised by the Judge or officer 

. before whom the examinatioq is held in pursuance of sub-section (ro) 

443· Power to arrest absconding contributory.-At any time 
3° either before or after making a winding up order, the Court may, on proof of 

35 

probable cause for believing that a contributory is about to quit India or · ! 
otherwise to abscond, or to remove or conceal any ofhis property, for the 
purpose of evading payment of calls or of avoidflg examination respecting the 
affairs ofthe company, cause-

(a) th;! contributory to be arrested and safely kept until such time as 
the Court may order ; and · 

(b) his books and papers and movable property to be seized and safely 
kept until such time as the Court may order. 

444• Saving of existing powers of Court.-Any power~conferrcd on 
40 the Court by this Act shall be in addition to, and not in restriction of, any 

existing powers of instituting proceedings against any contributory or deb
tor of the company, or the estate of any contributory or debtor, for the 
recovery of any call or other sums. 

445· Dissolution of. company.-(r) When the affairs of a company 
45 have been completely wound up, the Court shall make an order that the com

pany be dissolved from the date of the order, and the company shall be 
dissolved accordingly. 
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• (2) A copy of the order shall, within fourteen days from the date thereof 
be forwarded by the liquidator to the Registrar who shall make in his 

books minute of the dissolution of the company. -

(3) Ifthe liquidator makes default in forwarding-a copy as aforesaid, he 
shall be punishable with fine which may extend to fifty rupees for every day S 
during which the default continues. 

Enforcement of and Appeal from Orders 

446. Power to enforce orders.-Any order made by a· Court under this 
Act may be enforced in the same:manner as a decree made by the Court in a 
suit pending therein. 10 

447· Order made in any Court to be enfol'ced by other Courts.
Any order made by a Court for or in the course of winding up a company 
shall be enforceable in any place in India other than that over which such 
Court has jurisdiction, by the Court which would have had jurisdiction in 
respect of the company if its registered office had been situate at such other IS 
place, and in the same manner in all respects as if the order had been made by 
that Court. _ 

448. Mode of dealing with orders to be enforced by other Courts.-
( I) Where any order made by one Court is required to be enforced by another 
Court, a certified copy of the order shall be produced to the proper officer of 20 
the Court required to enforce the order. 

(2) The production of such cettified copy shall be sufficient evidence of 
the order. ·· \ 

(3) Upon the production of such certified copy, the Court shall take the 
requisite steps for enforcing the order, in the same manner as if it had been 25 
made by itself. 

449· Appeals from orders.-Appeals from any order or decision made 
or given in the matter ofthe winding up of a company by the Court shall lie to 
the same Court to which, in the same manner in which, and subject to the 
same conditions under which, appeals ·lie from any order or decision of the 30 
Court in cases within i_J:s ordinary jurisdiction. 

(iii) VOLUNTARYWINDING UP 

Resolutions for, and commencment of, voluntary winding up 

450. Circumstances in which company may be wound up volun· 
tarily.-(1) A company may be wound up volunt2rily-

35 
(a) when the period, if any, fixed for the duration of the company by 

the articles has expired, or the event, if any, has occurred, on the 
occurrence of which the articles provide that the company is to be 
dissolved, and the company in general meeting passes a resolution 
requiring_the company to be wound up voluntarily ; 

(b) if the company passes a special resolution that the company be 40 

wound up voluntarily ; .. 
(c) if the company passes a special resolution declaring that the ecm

pany cmnot by reason of its liabilities continue hs business, and 
that it is advisable to wind up. 

(2) In this Act, the expression ''a resolution for .voluntarily winding up" 
means a resolution passed under any of the clauses of sub-section (1). 

45 
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fourteen dayp 1 Jf the pass in f or vo un~ ~1. 1 ~ up, Lt shall, within 
QY advertiseiQe! lt in the Offi ~ t ~ resolutton, ~''~ L lOttce of the resolution 

5 •-tog in the di~tr ict where th cta . dtte, and also m JO.'lle newspipe.r circu!a.t-
e regtstere office of the company is situate 

~0 

(2) If (le' fault is made in . . · 
and eve~ f!l" Icer of the com .- complyn:tg. With. sub-setti<.ln (I), t~e company" 
fine whic~ lJ lay extend t 1iyany who ts m default, s~ be P~lllshable with 
continue~ . o ~ty rupees for every day durlll.l~ which the default 

For•'the Purposes of this: sub · li~·An . 
deemed ~9 a;,e ru1 nffi f -sectlon, a ':l""""""tor o1f the company-sJlal1 be - -. . . . . _ - -- Y~Ser <> the company • 

. _ 45z. Commencement of voluntary_ winding up..-A. voluntary winding 
up shall be deemed to commence at the trme of the passing ()f the resolution 

, for voluntary winding up. · 

IS ConsequettltS of volumary 'IIJinding 1l;l 

453· Effect of voluntary winding up on statl&s oi <:ompany -rm 
the case of a vol:untary winding up, the company shall.. from the comm~nce
ment of the winding up~ cease to carry on its business> acept so far as may be 
required for the beneficial winding up therwf : · 

20 Provided that the corporate state and corporate po;wers of the company 
shall continue until it is dissolved. 

Declaration of solvency 

454· Declaration of solvency in case of proposal to wind up volUD 
tarily.-(I) Where it is proposed to wind up a company voluntarily, the 

25 directors of the company, or in the case of a company having more than two 
directors, the majority of the directors) may, at a meeting of the directors, make 
a declaration verified by an affidavit, to the effect that they have made a full 
inquiry into the affairs of the company, and that, having done. so, 
they have formed the opinion that the company will be able to pay its debts in 

30 full within such period not exceeding three years from the commencement 
of the winding up as may be specified in the declaration. 

35 

(2) A declaration made as aforesaid shall have no effect for the purposes 
of this Act, unless-

( a) it is made within the five weeks immediately preceding the date of 
the passing of the resolution for winding up the company and is 
delivered to the Registrar for registration before that date ; and 

(b) it embodies a statement of the company's assets and liabilities as at 
the. latest practicable date before the mak1.1.g of the declaration. 

(3) Any director of a company making a declaration under this section 
40 without having reasonable grounds for the opinion that the company will be 

able to pay its debts in full within the period specified in the declaration, shall 
be punishable with imprisonment for a term which may exte~d to six months, 
or with fine which may extend to five thousand rupees, or w1th both. 

If the company is wound up in pursuance of a resolution passed within 
the period of five weeks after the making of the declaration, but its debts are 45 not paid or- pn,wided for in full within the period specified in the declaration:. 
it shall be presumed, until the contrary is shown, that the director did not have 
.rt>.ason.ahle grounds for his opinion. 
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• (4) A winding up in the case of which a declaration has been made and 
delivered in accordance with this section or section 207 of the Indian Com
-panies Act, 1913 (VII of 1913) is in this Act referred to as "a members' volun
tary winding up" and a winding up in the case of which a declaration has not 5 
b;!en m1de and deliv~red as aforenid is in this Act referred to as "a creditors" 
voluntary winding up." 

(5) Sub-section> (I) to (3) shall not apply to a winding up commenced.. 
before the commencement of this Act. 

Provisions applicable to a member's voluntary winding up.· 

455· Provisions applicable to a membe~'s voluntary winding up._:_·. lO 
The provisions contained in sections 456 to 464· both inclusive, shall, subject 
to the provisions of section 464 apply in relation to a member's voluntary 
\winding up. · 

456. Pawer or comp:tny to appoint an~ fix remuneration or 
liquidators.-(!) The company in general meeting shall- · 

(a) appoint one or more liquidators for the purpose of winding up the 
affairs and distributing the assets of the company ; and 

(b) fix the remuneration, if any, to be paid to the liquidator or 
liquidators, before the liquidator or any of the liquidators, as the 
~e may be, takes charge of his office. 

(2) Any remuneration so fixed shall not be increased in any circum
-stances whatever, whether witA:'or without the sanction of th~ Court. 

. IS 

20 

457· Dlrectors' powers to cease on appointment or liquidator.-
.On the appointm;!nt of a liquidator, all the powers of the directors shall cease, 
-except so far as the com;>.my in general meeting or the liquidator may 25 
sanction the coritinuance thereof. 

458. Power to fitl vacancy~in office or liquidator .-(1) If a va
-cancy occurs by deJ.th, resignation or otherwise in the office of any liquidator
appointed by the company, the company in general meeting m~y, subject to 
.any arrangement with its creditors, fill the vacancy. 30 

(2) For thlt purpo.>e, a general meeting m1y be convened by any contri-
:butory or, by the continuing liquidator or liquidators. · 

(3) The meeting shall be held in the manner provided by this Act or bY 
the articles, or in such other manner as the Court may, on application by anY 
-contributory or by the continuing liquidator or liquidators, determine. 35 

459· Natice of appointment or iiquidator to be given to 
Registrar.-(x) The company shall give notice to the Registrar of the appoint 
ment of a liquidator or liquidators made by it under section 456, of every 
-vacancy occurring in the office of liquidator, and of the name of the liquidator · 
·O~ liquidators appointed to fill every such vacancy under section 458. 40 

(2) The notice aforesaid shall be given by the company within ten days 
-of the event to which it relates. 

(3) If default is made in complying with sub-section (1) or (2), the com
-pany! ~d every officer of the company ~including _ev_ery continuing liquidator) 
·who IS m default, shall be punishable ~Ith fine whi_di may_extend to one hun- 4 5 
.dted rupees for every day during which the defaUlt contmues. 
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460. Power of liquidator to accept shares,· etc., as consideratiom 
. for sale of property of company.--(1) Where-

(a) a company is proposed to be, or is in course of being, wound' up· 
altogether voluntarily ; and . 

(b) the whole or any part of its business or property is proposed to be· 
transfe1Ted or sold to another comp:my, wheth~r a cC'mpany
within the meaning of this Act or not (in this section called ·'che 
transferee company"), 

the liquid~tor of the first-mentioned company (in this section called "the 
· to transferor company") may, with the sanction of a special resolution of that 

IS 

20 

·. company conferring on the liquidator either a general authority or an authority· 
in respect of any particular arrangement,-

(i) receive, in compensation or part comp;!m ation for the transfer or· 
sale, shares, policies, or other like interests in the transferee com
pany, for distribution among the members of the transferor com-
pany; or 

(ii) enter into any other arrangement whereby the members of the· 
transfe'ror company may, in lieu of receiving cash, shares, poll· 
cies, or other like interests or in addition thereto, participate in the: 
profits of, or receive any other benefit from, the transferee com
pany. 

(2) Any sale or arrangement in pursuance of this section shall be binding: 
on the members of the transferor company. 

- (3) If any member of the transferor company who did not vote in favour 
25 of the special resolution expresses his disstnt therefrom in writing addressed_ 

to the liquidator, and left at the registered office of the company within seven. 
days after the passing of the resolution, he may require the liquidator either-

( a) to abstain from carrying the resolution into effect ; or 

(b) to purchase his interest at a price to be determined by agreement or-
30 by arbitration in the manner provided by this section. 

(4) If the liquidator elects to purchase the member's interest, the purchase: 
money shall be paid before the ccmpany is dissolH.d, and be rai~ed by the: 
liquidator in such manner 2s may l:e determim:d by special resolution. 

(5) A special resolution shall not be invalid for the purposes of this section. 
35 by reason only that it is passed before or concurrently with a resolution for 

voluntary winding up or for appointing liquidators; but if an order is made 
within a year for winding up the company by or subject to the supervision or 
the Court, the special resolution shall not be valid unless sanctioned by the· 
Court. 

40 (6) The provisions of the Arbitration Act, 1940 (X of 1940), other than. 
those restricting the application ofthat Act in respect of the subject matter 
of the arbitration, shall apply to all arbitrations in pursuance of this section. 

45 

461. Duty . of liquidator to call creditors' meeting in case of' 
insolvency.-(!) If, in the case of a winding up commenced after the com
mencement of this Act, the liquidator is at any time of opinion that the com
pany will not be able to pay its debts in full within the period stated in the-
declaration under section 454, he shall forthwith summon a meeting of the 
creditors and shall lay before the meeting a statement of the assets and liabili
ties of the company. 
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(2) If the liquidator fails to comply with sub-section (I), "hca shall be
punishable with fine which may extend to five hundred rupees. 

46.z. Duty of liquidator to call general meeting at end of each 
year.-{ I) Subject to the provisions of section 414, in the event ofth~ winding 
up continuing for more than one y<!ar, the liquidator shall- $ 

(a) call a general meeting of the company at the end of the first year 
from the commencement of the winding up and at the end of each 
succeeding year, or as soon thereafter as may be convenient Within 
three months from the end of the year or such longer period as 
the Central Government may allow ; and Io-

(b) lay before the meeting an account of his acts and d~alings and of the 
conduct of the winding up during the preceding year, together 
with a statement in the prescribed form and containing the pres
cribed particulars with respect to the proceediqgs in and position 
of the liquidation. I5-

(2) If the liquidator fails to comply with sub-section (I), he shall be 
punishable, in respect of each failure, with fine which may extend to one 
hundred rupees. · 

463. Fina~ meeting and dissolution~-(1) Subject to the provisions 
of section 464, as soon as the affairs of the company are fully wound up, the 20• 

liquidator shall-

{a) make up an account oftht winding up, showing how the winding 
up has been conducted and the property of the company has 
been disposed of ; and · 

(bJ call a general meeting of the company for the purpose oflaying the 
account before it, and giving any explanation thereof. 25: 

(2) The meeting shall be called by advertisement-
(a) specifying the time, place and object thereof ; and 
(b) published not less than one month before the meeting in the Q,'ficial 

Ciazette, and also in some newsp1per circulating in the district 
where the registered office of the company is situate. 30· 

l~) Within one week after the meeting, the liquidator shall send to the 
Registrar a copy of the account, and shall make a-return to him of the holding 
of the meeting and of its date. · 

If the copy is not so sent or the return is not so made, the liquidator shall 
35: be punishable with fine which may extend to fifty rupees for evecy day during 

which the default continues. . 

· (4) If a quorum is not present at the meeting aforesaid, the liquidator shall, 
in lieu of the return referred to in' sub-section (3), make a return that the 
meeting was duly called and that no quorum was present thereat. 

Upon such a return being made within one week after the date of the 
meeting, the provisions of sub-section-(3) as to the making of the return shall 
be deemed to have been complied with. 

(5) The Registrar, on receiving the account and either the return mention-
ed in sub-section (3) or the return mentioned in ' sub-section (4), shall 45; 
forthwith register them and on the expiration of three months from their re
gistration, the company shall be deemed to be dissolved: 
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Provided that the Court may, on . the application of the liquidator or of 
any other person who appears to the Court to be interested, mlke an order 
deferring the date at which the dissolution of tM company is to take effect, for 
such time as the Court thinks fit. 

'-
5 (6) It shall be the duty of the person on wno.>e application an order ofth~ 

Court under this section is made, within twenty-one days after the 
making of the order, to deliver to the Registrar a certified copy of the order 
for registration, and if that person fails so to do, he shall be punishable with fine 
which may extend to fifty rupees for every day during which the default conti-

IO nues. 

' (7-) If the liquidator fails to call a general meeting of the company as 
required by this section, he shall be punishable with fine which may exten::i 
to five hundred rupees. 

464. Alternative provisions as to annual aad final meetings in 
IS case of insolvency.-Where section 461 has effect, sections 474 and475 shall 

apply to the winding up, to the exclusion of sections 412 and 463, as if the 
winding up were a creditors' voluntary winding up and not a m~mbers' 
voluntary winding up : · · 

Provided that the liquidator shall not be required to call a m.!eting of 
20 creditors under section 474 at the end of the first year from the comm.!nce

ment of the winding up, unless the m!eting held under section 461 is 
held more than three months before the end of that year. 

Provisions applicable to a creditors' vJlu."lt:zry winding up 

465. Provisions applica~le to a creditors' voluntary winding up.-
25 The provisions contained in sections 466 to 475, b~th inclu.>ive, shall apply in 

relation to a creditors' voluntary winding up. 

466. Meeting of creditors.-(~) The comp1ny sh111 cau5e a meeting 
of the creditors of the company to be called for the day, or the day next follow
ing the day, on which there is to be held the meeting at which the resolution for 

30 voluntary winding up is to be proposed, and shall cause the notices of the said 
meeting of creditors to be sent by post to the credisors simultaneously with 
the sending of the notices of the said meeting of the company. · 

(2) The company shall cause notice of the meeting of the creditors to be 
advertised once at least in the Official Gazette and once at least in two 
newspapers circulating in the district where the registered office or principal 

3S place of business of the company is situate. 

(3) The directors ·of the company shall-

( a) cause a full statement of the position of the company's affairs to
gether with a list of the creditors of the company and the estimated 
amount of their claims to be laid before the meeting of creditors 
to be held as aforesaid ; and 

(b) appoint one of their number to preside at the said m~cting. 

(4) It shall be the dnty of the director appointed to preside at the meeting 
of creditors to attend the meeting and preside thereat. 

(5) If the meeting of the company at which the resolution for voluntary 4 5 Winding up is to he proposed is adjourned and the resolution is passed 
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at an adjourned meeting, any resolution passed at the m!etiilg of the creditors 
held in pursuance of sub-section (I) shall have effect as ifit had b!en passed 
mmediately after the passing ofth-:: r\!solution for winiin~ up th! co:::n,H::l.Y'· 

(6) If default is made-

(a) by the company, in complying With sub-sections (I) ani (2) ; 5 

(b) by the directo.rs of the company, in com,;>lying with. sub-.>ecci6n 
(3) ; 

(c) by any· director of the cJm_;nny, in com;>lying with sub-section 
(4) ; 

10 
the company, each of the directors, or th'! director, as the ca3e m1y b!, sh1lL .. 
be punishable with fine which may extend to on'} thousand rup!es atl1, in 
the case of default by the company, every offi.:;'!t of the C·:>m;>my w:D is in 
default, shall be li~ble to the like punishm~nt. . 

467. Notice of resolutions passed by creditnrs' meeting to be 
given to Registrar.-(!) No:ice of any resolution pa3sed at ·a creJ.itors' 
meeting in p:.1rsuance of section 465 shall b! give.1 by the c~:::np1ny tJ th! 
Registrar, wirhin ten d1ys of the passing th~re~f. 

(2) If default is "m1de in c~m~lyin~ with sub-seccion (I), the cJnipmy, 
and every officer of the com,;nny who is in d!fault, sh1ll b.! p.nish1ble with 
fine which m1y extend to fifty rup!es fo: ev<!ry d1y durinJ w.1ich th! d!fa:Jlt 
continues. l,o' 

For the purposes of"'this section, a liquidator of the company shall be 
deemed to be an officer of the company. 

468. Appointment of liquidator.-(!) The creditors and the com 

20 

pany at their respective meetings mentioned in section 466 may nominate a 2j 
person to be liquidator for the purpose of winding up the affairs and distribut-
ing the assets of the company. 

(2) If the creditors and the com.:;>any nominate different p!rsons, the 
-person nominated by the creditors shall be liquidator : 

Provided that any director, m!mJ!r or creditor of the co:::n)lny m ty, within 3° 
seven days after the date on which the nomin'ltion was m1de by the creditors,· 
apply to the Court for an o:d'!r either directing that the p!rson nomL'llted 
as liquidator by the company shall be liquidator in<>tead of or jointly w :th the 
person nominated by the creditors, or app:>inting th'! Official Liquidator or 
some other person to be liquidator instead of the person appJinted by the 35 

<:reditors. 

(3) If no person is nominated by the creditors, the person, if any, nomina
ted by the company shall be liquidator. 

(4) If no pers:>n is nomimt:d by the C)mpmy, th! p!rso:t, if any, n')mi
nated by the creditors shall be liquidator. 

469. Appointment of committee of inspection.-(!) The credi
tors at the meeting to be held in pursuance of section 41~ or at any sub.>e
quent meeting may, if they think fit, appoint a cm:y.mittee of in~pection con
sisting of not more than five persons. 

40 
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. (2) It such a co:mnuttee is appointed, the company may, either at the 
~eetmg at which the resolution for voluntary winding up is passed or at any 
trme s~bsequently in ge~eral meeting, appoint such number of persons (not 
exceedmg five) as they thmk fit to act as members of the committee : 

5 Provided that the creditors may, if they think fit, resolve that all or any 
of the persons so appointed by the .company ought not to be members of the 
committee of inspection. 

(3) If the creditors so resolve, the persons mentioned in the resolution 
shall not, unless the Court otherwise directs, be qualified to act as members 

IO of the committee. 

IS 

20 

25 

(4) On any application to the Court for a direction under sub-section (3),. 
the Court may, if it thinks fit, appoint other persons to act as members of the 
commi_ttee of inspection in the place of the persons mentioned in the credi
~ors' resolution. 

• 
(5) Subject tG the. provisions of sub-sections (IJ to (4) and to such. 

rules as may be made by the Central Government, the provisions of section. 
428 (except sub-section (1) thereof) shall apply with respect to a committee 
of inspection appo'inted under this section as they apply with respect to a 
committee of inspection appointed in a winding up by the Court. 

470. Fi~ng of liquidators' remuneration.-(!) The committee 
of inspection, or if there is no such committee, the creditors, may fix the re
muneration to be paid to the liquidator or liquidators. 

(2) Where the remuneration is not so fixed, it..$hall be determined by the 
Court. 

(3) Any remuneration fixed under sub-section (r) or (2) shall not be
increased in any circumstances whatever. 

471. Directors' powers to cease on appointment of liquidator.-
0n the appointment of a liquidator, all the powers of the directors shall cease, 
txcept so far as the committee of inspection, or if there is no such committee, 

30 the creditors, may sanction the continuance thereof. 

, 

472. Power to fill vacancy in office of liquidator.-lf a vacancy 
occurs by death, resignation or otherwise, in the office of a liquidator (other 
than a liquidator appointed by, or by the di_rection of, the Court), the creditors 
may fill the vacancy. ' 

35 473· Application of section 460 to a credi_tors' voluntary '!ind-
ing up.-The provision~ of section 410 shall apply m the cas~ o~ a credit~rs' 
voluntary winding up as _m the case of a ~er_nbers voluntary wmd:ng up, w1th 
the modification that the powers of the hqmdator under that sectton shall not 
be exercised except with the sanction either of the Court or of the commit
tee of inspection. 

45 

474· Duty of liquidator to call meetings of c~mJ:lany an~ of 
creditors at end of each year.-(I) In the event of the wmdmg up contmu
ing for more than one year, the liquidator shall-

(a) call a general meeting of the company and a meeting of the creJi
tors at the end of the first year from the commencement of the 
winding up and at the end of each succeeding year, or as soon 
thereafter as may be convenient within three months from the 
end of the year or such longer period as the Central Government 
may allow, and 
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lay before the meetings an account of his acts and dealings and of the 
conduct of the windmg up during the preceding year together with 
a statement in the prescribed form and containing the prescribed 
particulars with respect to the proceedings in and position of the 
winding up. 

(2) If the liquidator fails to comply with sub-section (I), he shall be 
}unishable with fine which may extend to one hundred rupees. 

475· Final meeting and dissolution.-(!) As soon as the affairs of 
1he company are fully wound up, the liquidator shall-

( a) make up an account of th~ winiin~ up showing how the 
winding up has been conducted and th~ property of the com
pany has been disposed of, and 

(b) call a general m~eting ofthe company an<;! a m~eting of the credi
tors.for the purpose oflaying the account ~fore the m'!etings and 
giving any explanation thereof. 

(2) Each such meeting shall be called by advertisement....:._ 

(a) specifying the time, place and object thereof; and 

(b) published not less than one month before the meeting in the Official 
Gazette and also in some newspaper circulating in the district 
where the registered office of the company is situate. 

(3) Within one week afcer the date ofth~ m ~eting;;, or, ifthe m'!etings are, 
not held on the sam~ date, after th'e• date of the later m~~ting, the liquidator 
.;;hall send to the Registrar a copy of the account, and sh ~11m ~ke a return to him 
Dfthe holding of the m~~ting> and of the d1te or dues ()n which they were 
held. · 

If the copy is not so sent or th~ return is no~ so m d!, th~ liquidator shall 
be punishable with fine which m~y extend to fifty rupees fvr every day during 
which the default continues. 

(4) If a quorum (which for the purposes of this section shall be two per >ons) 
is not present at either of such meetings, the liqqidator. shall, in lieu of the re
turn referred to in sub-section (3), m1ke a return that the m!eting was duly 
called and that no quorum w&s present thereat. 

Upon such a return being m~de within one week after the date fixed 
for the meeting, the provisions of sub-section (3) as to the making of the return 
shall, in respect of that m'!eting, be deemed to have been complied with. 

(5) The Registrar, on receiving the account and a1so in respect of each 
such m~eting either the return mentioned in sub-section (3) or the return men
tion~d in sub-section (4), shall forthwith register them, and on the expiration 
of three months from their registration, the company shall be deemed to be 
dissolved : 

I 

Provided that the Court may, on the application oftheliquidator or of any 
other person who appears to the Court to be interested, mike an order defer-
ring the date at which the dissolution of the company is to take effect for such 
time as the Court thinks fit. 

IO 
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(6) It shall be the duty of the person on whose application an order is 45 
made, by the Court under this section within ten d~ys after the m1king 



198 
of the order, to deliver to the Registrar a certified ccpy of the order for regis
tration, and if that person fails so to do, he shall be punishable with fine 
which may extend to five hundred rupees for every day during which the 
default continues. • 

5 (7) If the liquidator fails to call a general meeting of the company or a 
meeting of the creditors as required by this section, he shall be punishable, 
in respect of each s1;1ch failure, with fine which may extend to five hundred 
rupees. 

Provisions applicable to every voluntary winding up 

10 476. Provisions ;applicable to every voluntary winding up.-The 
provisions contained in sections 477 to 4~4. both inclusive, shall apply to 
every voluntary winding up, whether a members' or a creditors' winding up. 

· 477• Distribution of property of company.-Subject to the provi
sions of this Act as to preferential payments, the property of a company shall, 

15 on its winding up, be applied in satisfaction ofits liabilities pari passu and, Sl.\b
ject to such application, shall, unless the articles otherwise provide, be distri
butee! among the members according to their rights and_ interests in the com-

20 

25 

30 

35 

40 

45 

pany. ' 

478. Powers and_ duties of liquidator in voluntary winding up.
(I) The liqudator may-

.;. •· 

(a) in the case of a members' voluntary winding up, with the sanction 
of a special resolution of the company, and in the case of a credi
tors' voluntary winding up, with the sanction of the Court, of the 
committee of inspection, or if there is no such committee, of a 
meeting of the creditors, exercise any of the powers given by 
clauses (d), (e), (f) and (h) of sub-section (1) of section 421 
to & liquidator in a winding up_ by the Court ; 

(b) without the sanction referred to in clause (a), exercise any of the 
other powers given by this Act to the liquidator in a winding up by 
the Court ; 

(cf exercise the power -of the Court under this Act of settling a list 
of contributories (which shall be prima facie evidence of the 
liability of the persons named therein to be contributories) ; 

_ (d) exercise the power of the Court of making calls ; 

(e) call general meetings of the ccmpany for the purpose of obtaining 
the sanction of the company by ordinary or special resolution, as 
·th'! case may require, or fer ar,y other purpose he may think fit. 

· (2)1The exercise by the liquidator of the powers given by clause (a) of 
sub-section (1) shall be subject to the control of the Court; and any creditor 
or contributory may apply to the Court with re~pect to any exercise or proposed 
exercise of. any of those powers. 

. (3) The liquidator shall pay the debts of the company and shall adjust the 
rights of the contributories among themselves. 

(4J When several liquidators are appointed, any power given by this Act 
may be exercised by such one or more of them as may be determined at the 
time of their appointment, or, in default of such detem1ination, by any two· 
or more of them. 
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479· Power of Court to appoint and remove liquidator in voluntary 
winding up.-(1) If from any cause whatever, there is no liquidator acting, 
the Court may appoint a liquidator. 

I 

(2) The Court may, on cause shown, remove a liquidator ';lnd appoint 
another liquidator. S 

480. Notice by liquidator of his appointment.-(!) -The liquidator 
shall within twenty-one days after his appointment, publish in the Official 
Gazette, and deliver to the Registrar for registration, a notice of his appoint-
ment in the form prescribed. · 

(2) If the liquidator fails to comply with the requirements of sub-section 10. 
(1), he shall be punishable with fine which may extend.to fifty rupees for every 
day during which the default continues. 

481. Arrangement when binding on company and creditors.-(1) 
Any arrangement entered into between a company about to be, or in the 
course of being, wound up and its creditors shall, subject to the right of 
appeal·under this section, be binding on the company if -sanctioned by a 
special resolution, and on the creditors if acceded to by three-fourths in 
num1Jer and valu~ of the creditors. 

(2) Any cr~ditor or contributory may, within three weeks from the comp- · 
let ion of the arrangement, appeal to the Court against it, and the Court may 
thereupon, as it thinks just, amend, vary, confirm or set aside the arrange-
ment. '··· 

482. Power to apply to Court to have questions determined or 
powers exercised.-( I) The liquidator or any contributory or creditor may 
apply to the Court-

(a) to determine any question arising in the winding up of a company 
M ' 

(b) to exercise, as respects the enforcing of calls, the itaying of pro
ceedings or any other matter, all or any of the powers which the 
Court might exercise if the company were being wound up._ by 
the Court. · 

(2) The liquidator or any creditor or contributory may apply to the Court 
specified in sub-section (3) for an order setting aside any attachment, distress 
or execution put into force against the estate or effects of the company 
after the commencement of the winding up. 

(3) An application under sub-section (2) shall be made-

(a) if the attachment, distress or execution is levied or put into force 
by a High Court, to such High Court, and 

(b) if the attachment, distress or execution is levied or put into force: 
by any other Court, to the Court having jurisdiction to wind up the 
company. 

(4) The Court, if satisfied on an application un~er sub-s~ction (1) or (2) 
that the determination of the question or the reqmred exerctse of powe;r or 
the order applied for will be just and beneficial, may accede wholly or parually 
to the application on such terms and conditions as it thinks fit, or may make 
such other order on the application as it thinks just. 

15-
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(5) A copy of an order staying the proceedings in the winding up, made by 
virtue of this section, shall forthwith be forwarded by the company, or other
wise as may be prescribed, to the Registrar, who shall m1ke a minute of the 
order in his books relating to the company. 

483. Costs of voluntary winding up.-All costs, chargl!s and expemes 
properly incurred in the winding up, including the remuneration of the liquida
tor, shall, subject to the rights of secured creditors, if my, b~ p1yable out 
of the assets of the company in priority to all other claims. 

<84• Saving for rights of creditors and contributories.-Tae wind-
.IO ing up of a company shall not bu the right of any creditor or contributory to 

have it wound up by the Court, but in th'! cBe of an application by a contri
butory, the Court must be sa:isfied that the rights of the CJntributories will be 
prejudiced by a voluntary winding up. 

5 

(iv) WINDING UP SUBJECT TO SUPERVISION OF COURT 

485. Power to order winding up subject to supervision.-When 
a company has passed a resolution for voluntary winding up, the Court may 
make an order that the voluntary winding up shall continue, but subject to 
such supervision of the Court, and with such liberty for creditors, contribu
tories or others to apply to the Court, and generally on such terms and con
ditions, as the Court thinks just. 

486. Effect of petition for winding up subject to supervision.
A petition for the continuance of a voluntary winding up subject to the super
vision of the Court shall, for the purpose of giving jurisdiction to the Court 
over suits, be deemed to be a petition for winding up by the Court. · 

487. Power of Court to appoint or remove liquidators.-(!) _ 
Where an order is made for a winding up subject to supervision, the Court 
may, by that or any subsequent order, appoint any additional liquidator or 
liquidators. 

(2) The Court may remove any liquidator so appointed or any liqui
dator continued under the supervision order, and fill any vacancy occasioned 
by the removal, or by death or resignation. 

(3) A liquidator appointed by the Court under this section shall have 
the same powers, be subject to the same obligations, and in all respects stand 
in the same position, as if he had been duly appointed in accordance witd 
the provisions of this Act with respect to the appointment of liquidators in a 
voluntary windiDg up. 

488. Effect of supervision order.-(1) Where an order is made for 
·a winding up subject to supervision, the liquidator may, subject to any restric
tions imposed by the Court, exercise all his powers, without the sanction or 
intervention of the Court, in the same manner as if the company were being 
wound up altogether voluntarily. 

(2) Except as provided in sub-section (1), and save for the purposes of 
section 442, any order made by the Court for a winding up subject to the 
supervision of the Court shall for all purposes, including the staying of suits 

45 and other proceedings, be deemed to be an order of the Court for winding up 
the company by the Court, and shall confer full authority on the Court to 
make calls or to enforce calls made by the liquidators, and to exercise all other 
powers which it might have exercised if an order had been made for winding 
up the company altogether by the Court. . 
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(3) · In the construction of the provisions whereby the Court is empowered 
to direct any act or thing to be done to or in favour of the liquidator, the ex-· 
pression " liquidator " shall be deemed to mean the liquidator conducting the 
winding up, subject to the supervision of the Court. 

489. Appointment in certain cases of voluntary, liquidators to· 5 
office ofliquidators.-Where an order has been made for winding up a com
pany subject to supervision, and an order is afterwards made for winding up 
by the Court, the Court may, by the last-mentioned or any subsequent order, 
appoint any person or persons who are then liquidators, either provisionally 
or permanently, and either with or without any other person, to be liqui- 10 
dator or liquidators in the winding up by the Court. 

(v) PROVISIONS APPLICABLE TO EVERY MAD.~ OF ~INDING UP 

Proof and ranking of claims 

490· Debts of all descriptions to be admitted to proof.-In every 
winding up (subject, in the case of insolvent companies, to the application u 
in accordance with the provisions of this Act of the law of-insolvency), all debts 
payable on a contingency, and all claims against the company, present or 
future, certain or contingent, ascertained or sounding only in damages, shall 
be admissible to proof against the company, a just estimate being made, so 
far as possible, of the value of such debts or claims as may be subject to any 20 
contingency, or sound only in damages, or for some other reason may not bear 
a certain value. 

491. Application ofinsolvenqy rules in winding up of insolvent 
companies.-( I) In the winding up of an insolvent company, the same rules 
shall prevail and be observed with regard to-

(a) the respective rights of secured and unsecured creditors ; · 
(b) debts provable ; and ' 

25 

(e) to the valuation of annuities and future and contingent liabilities ; 
as are in force for the time being under the law of insolvency with respect te 
the esta~es of persons adjudged insolvent. · 10 

(2) All persons who in any such case would be entitled to prove for and 
receive dividends out of the assets of the company may come in under the 
winding up, and make such claims against the company as they respectively 
are entitled to by virtue of this section. 

· 492. Preferential payments.-(1) In a winding up, there shall be paid 35 
in priority to all other debts-

(a) all revenues, taxes, cesses and rates, whether payable to the Central 
or a State Government or to a local authority, due from the com
pany at the relevant date as defined in clause (c) of sub-section 
(8) and having become due and payable within the twelve 40 
months next before that date ; 

(b) all wages or salary (whether or not earned wholly or in part by 
way of commission) of any clerk or servant, in respect of services 
rendered to the company dur~g ~he fo_ur ~onths next. before the 
relevant date, subject to the lunlt specified m sub-section (2) ; 45 

(c) all wages (whether payable for time or for piece work) of any work
man or labourer, in respect of services rendered to the company 

· during the four months next before the !'elevant date, subject to 
the limit specified in sub-section (2) ; 

4~ M ot I,.~w. 
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(d) all accrued holiday remuneration becoming payable to any clerk, 
servant, workman or labourer (or in the case of his death to any 
other person in his right), on the termination of his employment 

- before, or by the effect of, the winding-up order or resolution ; 
(e) unless the company is being wound up voluntarily merely for the 

purposes of reconstruction or of amalgamation with another com
pany, an amounts due, in respect of contributions payable during 
the twelve months next before the relevant date, by the company 

- as the employer of any persons under the Employees' State In
surance Act, 1948 (XXXIV of 1948), or any other law for the time 

. being in force ; _ 
(f) unless the company is being wound up voluntarily merely for the 

purposes of reconstruction or of amalgamation with another com
pany, or unless the company has, at the commencement of the 
winding up, under such a contract with insurers as is mentioned 
in section 14 of the Workmen's Compensation Act, 1923 (VIII 
of 1923), rights capable of being transferred to and vested in the 
workman, all amounts due in respect of any compensation or 

.liability for compensation under the said Act in respect of the death 
or disablement of any employee of the company ; 

(g) all sums due to any employee from a provident fund, a pension 
fund, a gratuity fund or any other fund for the welfare of the 
employees, maintained by the company ; and 

(h) the expenses of any investigation held in pursuance of section 220 
or 22~, in so far as they are payable by the Company. 

(2) The sum to which priority is to be given under clauses (b) and (c) 
respectively of sub-section (1), \hall uot, in the case of ~y one claimant 
exceed one thousand rupees : 

Provided that where a claimant under the said clause (c) is a labourer in 
30 husbandry who has entered into a contract for the payment of a portion of his 

. wages in a lump sum at the end of the year of hiring, he shall have priority 
in respect ofthe whole of such sum, or a part thereof, a3 the CoUrt may de
cide to be due under the contract, proportionate to the time of service up to the 
relevant date. ' 

35 (3) Where any compensation under the Workmen's Compensation Act, 
1923 (VIII of 1923), is a weekly payment, the amount due in respect thereof 
shall, for the purposes of clause (f) of sub-section (1), be taken to be the amqunt 
of the lump sum for which the weekly payment could, if redeemable, be re
deemed if the employer made an application for that purpose under the said 

40 Act. . . 
(4) Where any payment has been made-

45 

(a) to any clerk, servant, workman or labourer in the employment of a 
company, on account of wages or salary ; or 

(b) to any such clerk, servant, workm'ln or labourer or, in the case of 
his death, to any other person in his right, on account of accrued 
holiday remuneration ; 

out of money advanced by some person for that purpose, the person by whom 
the money was advanced shall, in a winding up, have a right of priority in res
pect of the money so advanced and paid, up to the amount by which the sum 

50 · in respect of which the clerk, servant, workman or labourer, or other person in 
his right, would have been entitled to priority in the winding up has been 
djminished br reason of the payment having been made. · 
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(s) The foregoing debts shall-

(a) rank equally among themselves and be paid in full, unless th<! assets . 
are insufficient to meet them, in which case they shall abate in equal • 
proportions; and . 

(b) so far as the assets of the company available for payment of general < 
creditors are insufficient to meet them, have priority over the 
claims of holders of debentures under any floating charge created· 
by the company, and be paid accordingly out of any property 
comprised in or subject to that charge. · 

(6) Subject to the retention of such sums as may be necessary for the costs 10 
and expenses of the winding up, the foregoing debts shall be discharged 
forthwith so far as the assets are sufficient to meet 'them, and in the case of 
the debts to which priority is given by clause (e) of sub-section (1), formal 
proof thereof shall not be required except in so far as may be otherwise 
prescribed. 15 

(7) In the event of a landlord or other person distraining o(having distrai
ned on any goods or effects of the company within three months next before 
the date of a winding-up order, the debts to which priority is given by this 
section shall be a first charge on the goods or effects so distrained on, or the 
proceeds of the sale thereof: 20 

Provided thar, in respect of any money paid under any such charge, the 
landlord or other person shall have the same rights of priority as the person to 
whom the payment is made. v 

(8) For the purposes of this section-

(a) any remuneration in respect of a period of holiday or of absence 25 
from work through sickness or other good cause shall be deemed • 
to be wages in respect of services rendered to the company during 
that period; -

(b) the expression " accrued holiday remuneration" includes, in rela~ 
tion to any person, all sums which, by virtue either of his contra~ 3" 
of employment or of any enactment (including any order made or 
direction given under any Act), are payable on account of the re
muneration which would, in the ordinary course, have become 
payable to him in respect of a period of holiday, had his employ
ment with the company continued until he becam'! entitled to be 3.5 
allowed the holiday ; and 

(c) the expression " the relevant date " means-
(i) in the case of a company ordered to be wound up compulsorily, 

the date of the appointment (or first appointment) of a provisional 
liquidator, or if no such appointment was made, the date of 40 
the winding-up order, unless in either case the company had 
commenced to be wound up voluntarily before that date ; 
and 

(ii) in any case where sub-clause (i) does not apply, the date of the 
passing of the resolution for the winding up of the company. 4S 

(9) This section shall not apply in the case of a winding up where the date . 
referred to in sub-section (5) of section 230 ofthe Indian Companies Act, 1913 
(VII of 1913), occurred before the commencem~nt of this Act, and in such a 
case, the provisions relating to preferential payments wl1ich would have applied 
if his Act had not been passed, shall be deemed to remain in full force. 5CJ 
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Effec~ .. -of wi~ding up on antecedent and .other transactionJ 

493· Fraudulent preference.-(1) Any transfer of property, movable 
or .immovable, delivery of goods, payment, execution or other act relating to, 
property made or done by or against a company within six months before the 
commencement of its winding up which, had it been made or done by or against 
an individual within six months before the presentation of an insolvency peti
tion on which he is adjudged insolvent, would be deemed in his insolvency a 
fraudulent preference, shall in the event of the company being wound up, 
be deemed a fraudulent preference of its creditors and be invalid accordingly. 

10 Provided that, in relation to things made or done before the commencement 
of this Act, this sub-section shall have effect with the substitution, for refer- · 
ences to six months, of references to three months. 

(2) For the purposes of sub-section (1), the presentation of a petition for 
winding up in the case of a winding up by or subject to the supervision of the 

Ij Court, and the passing of a resolution for winding up in the case of a voluntary 
winding up, shall be deemed to correspond to the act of imolvency in the 
case of an individual. 

(3) Any transfer or assignment by a company of all its property to trustee 
for the benefit of all its creditors shall be void. 

20 494· Liabilities and rights of certain fraudulently preferrerd 
persons.-(!) Where, in the case of a company which is being wound up, 
anything made or done after the commencement of this Act is invalid under 
section 493 as a fraudulent preference of a person interested in property mort
gaged or charged to secure the company's debt, then (without prejudice to 

25 any rights or liabilities arising apart from this provision), the person preferred 
shall be subject to the same liabilities, and shall have the same ri~hts, as If he 
had undertaken to be personally liable as surety for the debt, to the extent 
of the char~e on the property or the nlue of his interest, whichever is less. 

· (2) The value of the said person's interest shall be detirmined as at the 
30 aate of the transaction constituting the fraudulent preference, and shall be 

determined as if the interest were free of all incumbrances other than those to 
which the mortgage or charge for the company's debt was then subject. 

. (3) On any application made to the Court with respect to any payment on 
the ground that the payment was a fraudulent preference of a surety or ~a-

35 rantor, the Court shall have jurisdiction to determine any questions with 
respect to the payment arising between the person to whom the payment 
.was made and the surety or guarantor and to grant relief in respect thereof, 
notwithstanding that it is not necessary so to do for the purposes of the windlnl 
up, and for that purpose may give leave to bring in the surety or guarantor 

40 as a third party as in the case of a suit for the recovery of the sum paid. 

This sub-section shall apply, with the necessary modifications, in relation 
to transactions other than the payment of money as it applies in relation to 

. payments of money. 

495· Effect of floating charge.-Where a company is being wound 

45 up, a floating charge on the undertaking or property of the company created 
within the twelve months immediately preceding the commencement of the 
winding up, shall, unless it is proved that the company immediately after the 
creation of the charge was solvent, be invalid, except to the amount of any 
cash paid to the company at the time of, or subsequently to the creation of, 



and in consideration for, the charge, together with interest. on· that amottrtt· 
at the rate of five per cent per annum or such other rate as may for the time 
being be notified by the Central Government in this behalf in ·the Official 
Gazette: · · 

Provided that in relation to a charge created more than three months before s 
the commencement oft his Act, this section shall have effect with the substi-· · 
tution, for references to twelve months of references to three months. ' 

499. Disclaimer of onerous property in case of a company whleh 
is being wound up.-{ 1) Where any part of the property of a company which 
is being wound up consists of- 10 

(a) land of any tenure, burdened with onerous covenants; 
(b) shares or stock in companies; 
(c) any other property which is unsaleable or is not readily saleable• 

by reason of its binding the possessor thereof either to the per
formance of any onerous act or to the payment of any sum of IS 
money; or 

(d) unprofitable contracts; 

the liquidator of the company, notwithstanding that he has endeavoured 
to sell or has taken possession of the property, or exercised any act of owner
ship in relation thereto, or done anything in pursuance of the contract, 20 
may, with the leave of the Court and subject to the provisions of this 
section, by writing signed by him, at.-hny time within twelve months after the 
commencement of the winding up or such extended period as may be allowed 
by the Court, disclaim the property: 

Provided that, where any such property has not come to the knowledge of 25 
the liquidator within one month after the commencement of the winding 
up, the power of disclaiming the property may be exercised at any time within 
twelve months after he has become aware thereof or such extended period as 
may be allowed by the Court. · 

(2) The disclaimer shall operate to determine, as from the date of 3° 
disclaimer, the rights, interest, and liabilities of the company, and the 
property of the company, in or in respect of the property disclaimed, but shall 
not, except so far as is necessary for the purpose of releasing the company and 
the property of the company from liability, affect the rights or liabilities of any 
other person. · 35 

(3) The Court, before or on granting leave to disclaim, may require such 
notices to be given to persons interested, and impose such terms as a condition 
of granting leave, and make such other order in the matter as the Court thinks 
just. 

(4) The liquidator shall not be entitled to disclaim any property in any 40 
case where an application in writing has been made to him by any person 
interested in the property requiring him to decide whether he will or will not 
disclaim, and the liquidator has not, within a period of twenty-eight days 
after the receipt of the application or such extended period as may be allowed 
by the Court, given notice to the applicant that he intends to apply to the 4~ 
Court for leave to disclaim ; and in case the property is a contract, if the 
liquidator, after such an application as aforesaid, does not within the said 
period or extended period disclaim the contract, 'the company shall be 
deemed to have adopted it. 
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(sJ The Court ~ay, on the application of any person who is, as against 

the liquidator, entitled to the benefit or subject to the burden of a contract 
made with the company, make an order rescinding the contract on such terms 
. as to payment by or to either party of damages for the non-performance of 

5 the contract, or otherwise as the Court ~hinks just; and any damages payable 
under the order to any such person may be proved by him as a debt in the 
~inding up. · . 

(6) The Court may, on an application by any person who either claims 
any interest in any disclaimed property or is under any liability not discharged 

IO by this _,:\ct in respect of any disclaimed property and after hearing any such 
persons as it thinks fit, make an order for the vesting of the property in or the 
delivery of the property to any person entitled thereto or to whom it may 
seem just that the property should be delivered by way of compensation for 
such liability as aforesaid, or a trustee for him, and on such terms as the Court 

15 thinks just, and on any such vesting order being made, the property comprised 
... therein shall vest accordingly in the person therein named in that behalf without 

any conveyance or assignment for the purpose: 

Provided that, where the property disclaimed is of a lease-hold nature 
th<; Court shall not make a vesting order in favour of any person claiming 

20 under the company, whether as under-lessee or as mortgagee or holder of a 
charge by way of demise, except upon the terms of making that person-

25 

( a) subject to the same liabilities and obligations as those to which the -
company was subject under the lease in respect of the property at 
the commencement of the winding up ; or · 

(b) if the Court thinks fit, subject only to the same liabilities and obli
gations as if the lease had been assigned to that person at that 
date; 

and in either event (if the case so requires) as if the lease had comprised only 
the property comprised in the vesting order ; and any mortgagee or under
lessee declining to accept a vesting order upon such terms shall be excluded 

30 from all interest in and security upon the property, and, if there is no person 
claiming under the company who is willing to accept an order upon such 
terms, the Court shall have power to vest the estate and interest of the com
pany in the property in any person liable, either personally or in a representa
tive character, and either alone or jointly with the company, to perform the 

35 lessee's covenants, in the lease, freed and discharged from .all estates, incum
brances and interests created therein by the company. 

(7) Any person injured by the operation of a disclaimer under this section 
shall be deemed to be a creditor ofthe company to the amount of the com-

40 pensation or damages payable in respect of the injury, and may accordingly 
prove the amount as a debt in the winding up. · 

497· Avoidance of transfers, etc., after commencement ofwindin,g 
up.-(1) In the case of a voluntary winding up, any transfer of shares, not 
being a transfer made to or with the sanction of the liquidator, and any alter-

45 ation in the status of the members of the company, made after the commence
.. ment of the winding up, shall be void. 

(2) In the case of a winding up by or subject to the supervision of the 
Court, any disposition of the property (including actionable claims) of the 
company, and any transfer of shares or alteration in the status of its members, 

so made after the commencement of the winding up, shall, unless the Court 
otherwise orders, be void. 
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498. Avoidance of certain attachments, execution'>, etc.-(1) 
Where any company is being wound up by or subject to the sup~rvision of the 
Court,-

(a) any attaclunent, distress or execution put in force with0ut leave. of 
the Court against the estate or effects of the company, after the cornmencemen t S 
of the winding up, or 

(b) any sale held without leave of the Court of any of the properties or 
effects of the company after such commencement, shall be void. 

- ·. . 
(2) Nothing in this section applies to proceedings by the Government. 

499· Offences by officers of companie~ in liquidation.-(!) If IO 
any person, being a past or present officer of a company which at the time 
ofthe commission of the alleged offence, is being wound up, whether by or 
under the supervision of the Court or voluntarily, or is subsequently 
ordered to be wound up by the Court, or subsequently passes a resolution 
for voluntary winding up- 15 

(a) does not, to the best of his knowledge and belief, fully and truly 
discover to the liquidator all the property, movable and immovable, 
of the company, and how and to whom and for what considera-, 
tion and when the company disposed of any part thereof, except 
such part as has been disposed of in the ordinary course of the 2o 
business of the company ; or 

(b) does not d<!liver up to tpe liquidator, or as he directs, all such 
part of the movable arid immovable property of the company as 
is in his custody or under his control, and which he is required by 
law to deliver up ; or 25 

(c) does not deliver up to the liquidator, or as he directs, all books and 
papers in his custody or under his control belonging to the company· 
and which he is required by law to deliver up ; or 

(d) within the twelve months next before the commencement of the 
winding up or at any time thereafter, conceals any . part of the 30 
property of the company to the value of one hundred rupees or 
upwards, or conceals any debt due to or from the company ; or 

(e) within the twelve months next before the commencement of the .. 
winding up or at any time thereafter, fraudulently removes any 
part of the property of the company to the value of one hundrea 35 
rupees or upwards; or · 

(f) makes any material omission in any statement relating to the affairs 
of the company ; or . 

(g) knowing or believing that a false debt has been proved by any person 
under the winding up, fails for a period of one· month to inform 40 
the liquidator thereof ; or 

(h) after the commencement of the winding up, prevents the production 
of any book or paper affecting or relating to the property or affairs 
of the company ; or 

(i) within the twelve months next before the commencement-of the. 45 
winding up or at any time thereafter, conceals, destroys, mutilates 
or falsifies, or is privy to the concealment, destruction, mutilation 
or falsification of, any book or paper affecting or relating to the 
property or affairs of the company ; or · ' 
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(j) within the twelve months next before the commencement of the 
winding up or at any time thereafter, makes or is privy to the 
making of any false entry in any book or paper affecting or relating 
to the property or affairs of the company ; or . 

(k) within the twelve months next before the commencement of the 
winding up or at any time thereafter, fraudulently parts with, alters 
or makes any omission in, or is privy to the fraudulent partin~ with, 
altering or making· of any omission in, any document affecting 
or relating to the property or affairs of the company ; or 

(1) after the commencement of the winding up or at any meeting of the 
creditors of the company within the twelve months next before 
the commencement of the winding up, attempts to account for any 
part of the property of the company by fictitious losses or expenses; 
or 

(m) has within the twelve months next before the commencement of· 
the winding up or at any time thereafter, by any false represen
tation or other fraud, obtained on credit, for or on behalf of the 
company, any property which the company does not subsequently 
pay for; or · . 

(n) within the twelve months next before the commencement of the 
winding up or at any time thereafter, under the false pretence that 
the company is carrying on its business, obtains on credit, for or 
on behalf of the company, any property which the company does 
not subsequently pay for ; or 

(o) within the twelve months next before the commencement of the 
winding up or at any time thereafter, pawns, pledges or disposes of 
any property of the company which has been obtained on credit 
and has not been paid for, unless such pawning, pledging or dis
posing is in the ordinary course of the business of the company ; 
or 

(p) is guilty of any false representation or other fraud for the purpose 
of obtaining the consent of the creditors of the company or any 
of them, to an agreement with reference to the affairs of the com
pany or to the winding up ; 

35 he shall be punishable, in the case of any of the offences mentioned in clauses 
(m), (n) and (o), with imprisonment for a term which may extend to five years 

. or with fine, or with both, and, in the case of any other offence, with imprison
ment for a term which may extend to two years, or with fine, or with both: 

Provided that it shall be a good defence-

40 (i) to a charge under any o.f the clauses, (b), (c), (d), (f), (n) and (o), 
if the accused proves that he had no mtent to defraud; and 

(ii} to a charge under any of the clauses, (a), (h), (i) and (j), if he 
proves that he had no intent to conceal the state of affairs of the company or 
to defeat the law. 

(2) Where any person pawns, pledges or disposes of any property in 
45 circumstances which amount to an offence under clause (o) of sub-section 

(1), every person who takes in pawn or pledge or otherwise receives the pro
perty knowing it to be pawned, pledged, or disposed of in such circumstances 
as aforesaid, shall be punishable with imprisonment for a term which may 

so extend to • three years, or witb fine, or with both. 
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(3) For the purposes of this section, the expression ".officer" shall include 
;any person in accordance with whose directions or instructions the directors of 
~he· company have been accustomed to act. 

soo. Penalty for falsification of bDoks.-If with intent to defraud or 
deceive any person, any officer or conrrib:.ltory of any com)lllY which is j 
h:ing wound up-

(a) destroys, mutilates, alters, falsifies or secretes any books, papers. 
or securities, or 

(b) makes, or is privy to the m1king of, any false or fraudulent entry. 
in any register, book of account or document belonging to the IO 
company, •p 

:he shall be punishable with imprisonment for a term which may extend to 
seven years, and shall also be liable to fine. 

501. Frauds by officers of companies whick h~ve gone into liqui· 
dation.-If any person, being at the time of the c~mmission of the alleged IS 
·<>ffence an officer of a company which is subsequently ordered to be wound up 
by the Court or which subsequently passes a resolution for voluntary winding 
~p.-

~,.(a) has, by false pretences or by means of any other fraud, induced any 
person to give credit to the company ; or 20 

t,(b) with intent to defraud creditors of the company, has made or caused 
.to be made any gift or transfer of or charge on, or has caused or 
~Connived at the leyying of any execution against, the property of the 
company; or 

(c) with intent to defraud cr~ditors of the company, has concealed or 25 
removed any part of the property of the company since the date of 
any unsatisfied judgment or order for payment of money .obtain-
ed against the company, or within two· months before that date, 

he shall be punishable with imprisonment for a term which may extend to two 
years and shall also b:: liable to fine. · 

so.z. Liability where proper accounts not kept.-(1) If where a 
company is wound up, it is shown that proper books of account were not kept 
by the company throughout the period of two years immediately preceding the 
commencement of the winding up, or the period between the incorporation. 
of the company and the commencement of the winding up, whichever is_ 3$ 
shorter, every officer of the company who is in default shall, unless he shows 
that he actc 1

. honestly and that in the circumstances in which the business of the 
·Company was carried on, the default was excusable, be punishable with im-. 
prisorunent for a term which may extend to one year. 

(2) For the purposes of this section, proper books of account shall be 40 
deemed not to h:tve been kept in the case of any company, if there have not 
.been kept-

{a) such books or accounts as are necessary to exhibit and explain the 
transactions and financiJl position of the business of the 
company, including books containing entrie.> m-td.! from day to 45 . 
day in sufficient detail of all cash received and all cash paid, and 

r(b) where the business ha.S involved dealings in goods, state
ments of the annual stocktakings and (except in the case ofgoods 
sold by way of ordinary retail trade) of all goods sold and purchased, 
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showing the goods and the buyers and sellers thereof in sufficien~ 
detail to enable those goods and those buyers and sellers to be 
identified. • 

503. Responsibility for fraudulent conduct . of business.-
S (I) If in the course of the winding up of a company, it appears that any 

business of the company has been carried on with intent to defraud creditors 
of the company, or creditors of any other person, or for any fraudulent pur
pose, the Court, on the application of the Official Liquidator, the liquidator 
,or any creditor or contributory of the company, may, if it thinks it proper so 

Jo to do, declare that any persons who were knowingly parties to the carrying on. 
of the business in the manner aforesaid shall be personally responsible, without 
any limitation ofliabillty, for all or any of the debts or other liabilities of the 
company as the Co1111 may direct. 

On the hearing of an application under this sub-section, the Official 
15 Liquidator or the liquidator, as the case may be, may himself give evidence or 

call witnessei. 

(2) (a) Where the Court makes any such declaration, it may give such fur
ther directions as it thinks proper for the purpose of giving effect to that 
declaration. - • 

20 (b) In particular, the Court may make provision fer making the liability ot 
any such person under the declaration a charge on any debt or obligation due 
from the company to him, or on any mortgage or charge or any interest in any 
mortgage or charge on any assets of the company held by or vested in him, or
any body corporate or person on his behalf, or any body corporate or person. 

2j claiming as assignee from or through the person liable or any body 
corporate or person acting on his behalf. 

(c) The Couit may, frcm time to ti;me, make such further order as 
may be necessary for the purpose of enforcing any charge imposed under this 
sub-section. 

go (d) For the purpcse of this sub-section, the expression "assignee" includes-
any person to v.hcm or in v.hcse favour, by the dirfctions of the person liable, 
the debt, obligation, mortgage or charge was crrated, isst:fd or transferred 
()r the interest created, but does not include an assignee for valuable considera
tion (not including consideration by way of marriage) given in good faith and 

SS v.ithout notice of any ofthe matters on the ground ofwhich the declaration is 
made. 

(3) \'lt here any businfss of a company is earned on wtth such mtent: or 
for such purpose as 1S mmtwncd in sub-section (I), every person who was. 
knowingly a party to the carrying on of the business in the manner aforesaid, 

40 shall be punishable with impriscx:mrot for a te1m '\\hich may extend to two 
rears, ()r with fine v.hich may extend to five thousand rupees, or with both. 

45 

( 4) This section shall arpJy, notwithstanding that the person_ concerned. 
may l:e criminally liable in HSJ=cct of the matters on the ground of~ which the. 
declaration is to be made. 

504. Power of Court to assess damages against delinquent. 
diretors, ~tc.-(1) If, in 1hc ccmse ofwindmg up a company, it appears that. 
any person who has t~ktn rart in the prc·motion or formation of the comp
any, or any past or present director, managing agent, manaier or liquidator, or 
nny officer of the company-

( a) has misapplied or retained or become liable or accountable for any 
money <'f flroperty of the company, or 
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(b) has been guilty of any misfeasance or breach of trust in -relation te 
the company 

the Court may, on the application of the Official Liquidator or liquidator, 
or of any creditor or contributory made within five years from the date of 
the o~drr for windir:g up, or of the first appointment of a liquidator s 
in the winding up, or of the misapplication, retainer, misfeasance or 
breach of trust, as the case may be, whichever is lon~er, examine into the 
conduct of the person, director, managing agent, manager, liquidator or officer 

aforesaid, and compel him to repay or restore the money or property or any part 
thereof rtsrectively, with interest at such rate as the Court thinks just, or to 10 
cc.ntribute st:ch St.;m to the assets of the company by way of compensation in 
nsrcct of the misapplication, retainer, misfeasance or breach of trust as the: 
Court thinks just. · 

(2) 'This section shall apply notwithstanding that the matter Is one fct· 
which tl:e rcrscn concerned may be criminally liable. IS 

sos. Liability under sections 503 and 504 to extend to partners or 
directors in past managing agency, firm or company.-Where the 
pe-rson in respect of whom a declaration under section 503 or an order 
under Hction 504 is or may l:e made was a past managing agent of 
the com pany, and such manaing agent was a firm or body corporate, 20 
the Court shall also have power to make a declaration under section 503 
c~r an ord er under section 504, as the case may require, in respect of any 
partner in that firm or any director of that body corporate. 

506. Prosecution of d~linquen_.t officers and members of company • .= 
(1) If it appears to the Court in the' course of a winding up by, or subject to 23 
the supervision of, the Court, that any past or present officer, or any member, 
of the company has be'en guilty of any offence in relation to the company, the 
Court may, either on the application of any person interested in the winding up· 
or of its own motion, direct the liquidator either himself to prosecute the offender 
or to refer the matter to the Registrar. 30 

(2) If it appears to the liquidator in the course of a voluntary winding up 
that any past or rre-scnt officer, or any member, of the company has been 
guilty of any offc nee in relation to the company, he shall forthwith report the 
matter to the Registrar and shall furnish to him such informauon and give to him 
st:ch access to ~nd facilities for inspecting and takini copies of any documents, 35 
hing ir,formaticn or documents in the possession or under the control of the 
liquidator and relating to the matter in question, as the Registrar may 

require. 

(3) Where any report is made under sub-section (2) to the Registrar, he 
may, if he thinks fit, refer the matter to the Central Government for further 40 

inquiry. 
The Central Government shall thereupon investigate the matter and may 

if it thinks it expedient, apply to the Court for an order conferring on any person 
designated by the Central Government for the purpose, with respect to the 
company concerned, all such powers of investigating the affairs ofthe company 45 
as are provided by this Act in the case of a winding up by the Court. 

(4) If on any report to the Registrar under sub-section (2) it appears to 
him that the case is not one in which proceedings ought to be taken by .him, 
he shall inform the liquidator accordingly, and thereupon, the liquidator shall 
not himself take proceedings against the offender, except with the previous 50 

sanction of the company. , 
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· (5) !fit appt:ars to the Court in the course of a voluntary winding up that 
any past ~n prciont officer, or anY: mcmb;!r, of the comp.my has b!en guilty 
as afore5ald, and that no report w1th respect to the matter ha3 been made by 
the liquidator to the Registrar under sub-section (2}, the Court may, on the 

5 application of any person interested in the winding up or of its own motion, 
direct the liquidator to make such a report, and on a report being made 
accordingly, the provisions of this section shall have effect as though the 
report had been made in pursuance of the provisions of sub-section (2). 

(6) If, where any mattet; is reported or referred to the Registrar under this 
10 seetion, he considers that the case is one in which a prosecution ought to be 

instituted, he shall report the matter to the Central Government ; and that 
Government may, after taking such legal advice as it thinks fit, direct the 
Registrar t9 institute proceedings: 

Provided that no report shall be maje by the R~gistrar under this 

15 sub-section without first giving the accused person an opportunity of making 
a statement in writing to the Registrar anj of be:.Ug h ~ard t:1e:eon. 

(7) When any proceedings are imtituted u.·d;:r this section, it 
shall be the duty of the liquidator and of every officer and agent of the 
company, past and present, (other than the defendant in the proceedings), to 

20 give all a~sistance in connection with the prosecution which he is reasonably 
able to give. 

For the purposes of this sub-section, the expression " agent", in relation 
to a company, shall be deemed to include any banker or legal adviser of the 
company and any person employed by the comp.my as a~ditor. 

25 (8) If any person fails or neglects to give assistance in the manner re-
quired by sub-section (7), the Court may, on th! application of the Registrar, 
direct that person to comply with the requirem~nts of that sub-section. 

(9) Where any such application is m1de with resp;:ct to a liquidator, the 
Court may, unLss it app::ars that the failure or neglect was due to 

30 the liquidator not having in his hands sufficient assets of the company to em.ble 
him so to do, riirect that the costs of the appli:: . .nilln shall be borne by the 
liquidator personally. 

Provisions applicable to every m:Jie of winding up 

507. Dlsqualification for app.>lntment as liqu1dator.-(x) A 
35 body corporate shall not be qualified for appointment as liquidator of a com

pany, whether in a winding up by or under the supervision of the Court, or in 
a voluntary winding up. 

· (2) Any appointment m1de in contravention of sub-section (1) shall be 
void. 

. 40 (3) Any body corporate which acts as liquidator of a company, and every 
director thereof, shall be punishable with fine which may extend to one 
thousand rupees. 

so8. CDrrUpt inducement affecting ~ppointment as liquidato~.
Any person who gives, or agrees or offers to g1ve, to any member or creditor 

45 
of a company any valuable consideration with a view to-

( a) securing his own appointment or nomination as the company's 
liquidator ; or 
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(b) securing or preventing the appointment or nomination of some per
son other than himself, as the company•s-liquidator, 

shall be punishable with fine which may extend to one thousand rupees. ·. 
509· Liquidator to have certain powers.-(1) The liquidator may

(a) with the sanction of the Court, when the company is being wound s 
up by or subject to the supervision of the Court, and 

(b) with the sanction of a special resolution of the company, in the case 
of a voluntary winding up,- ~ 

(i) pay any classes of creditors in full; 

(ii) make any compromise or arrangement with creditors or persons 10 
claiming to be creditors, or having or alleging themselves to 
have any claim, present or future, ce.rtain or contingent, ascer-: 
tained or sounding only in damages, against the company, or 
whereby the company may be rendered liable ; or 

(iit) compromise all calls and liabilities to calls, debts, and liabilities IS 
capable of resulting in debts, and all claims, present or future, 
certain or contingent, ascertained or sounding only in damages, 
subsisting or supposed to subsist between the company and a 
contributory or alleged contributory or other debtor or person 
apprehending liability to the . company, and all questions in 20 
any way relating to or affecting the assets or the winding up of 
the company, on such terms as may be agreed, and take any 
security for the discll:arge of any such call, debt, li!lbility or claim, 
and give a complete discharge in respect thereof. 

(2) In the case of a voluntary winding up, the exercise by the liquidator 25 
of the powers conferred by sub-section (I) shall be subject to the control of 
theCourt. · 

(?) Any creditor or contributory may apply to the Court with respect to any 
exerc1se or proposed exerciSe of any such power. 

510. Books and papel's of company to be evidence.-Where any 30 
~c~pany is being wound up, all books and papers of the company an~ of th~ 
liqUidators shall, as between the contributories ofthe company, bepnmafacJe 
evidence of the truth of all matters purporting to be therein recorded. 

• 511. Inspection of books and papers by creditors aa.d: ce.ntributor-
•es.-(1) At any time after the making of an order for the wmdmg up of a 35 
company by or subject to the supervision of the Court, the Court may make 
such order for inspection of the books and papers of the company by creditors 
and cox:tributories as tbe Court thinks just; and any b~oks and pape~s in t_he 
posses~1on of the company may be inspected by creditors or contnbutones 
accordmgly, but not further or otherwise. . 40 

. (2) Nothing in sub-section (I) shall be taken .as excluding or restricting 
any rignts conferred by any law for the time being in force-

( a) OI" the Central or a State Government; or 

(b) on any authority or officer thereof; or 

(c) on any person acting under the authority of any such Government 45 
or of any such authority or officer. , 
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su. Disposal of books and papers of company.-(r) When a 
company has been wound up and is about to be dissolved, the books and papers 
of the company and {)f the liquidators may be disposed of as follows, that is to 
say:-

~ (a) in the case of a winding up by or subject to the supervision of the 
Court, in such manner as the Court directs; 

lO 

(b) in the case of a members' voluntary winding up, in such manner 
as the oompany by special resolution directs; and 

(•) in the case of a creditors' voluntary winding up, in such mmner 
as the committee of inspection or, if there is no such committee, as 
the creditors of the company, may direct. 

(2) ·After five years from the dissolution of the company, no res
ponsibility shall rest on the oompany, the liquidators, or any person to whom 
the custody of the books and papers has been committed, by reason of any 

IS book or paper not being forthcoming to any person claiming to be interested 
therein. 

20 

(3) The Central Government shall have power to prescribe rules:-

(a) for preventing for such period (not exceeding five years from the 
· · . dissolution cf the company) as the Central Government thinks 

proper, the destruction ofthe books and papers of a company 
. which has been wound up ; and 

. (b) for enabling any creditor or contributory of the compmy to make 
representations to the Central Government in respect of the matters 
specified in clause (a) and to appeal to the Court from any direction 
which may be given by the Central Government in the m1tter. 

. (4) If any person acts in contravention of any such rules or of any direc
tion of the Central Government thereunder, he shall be punishable with im
prisonment for a term which may extend to six months, or with fin'! which 
may extend to five thousand rupees, or with both. 

3c 513. Information as to pending liquidations.-{ I) Where a company 
is being wound up, if the winding up is not concluded within one year after 
its commencement, the liquidator shall, within one month of the expiry of 
such year and thereafter until the winding up is ooncluded, at intervals of not 
more than twelve months or at such shorter intervals, if any, as may be pres-

35 cribed, file a statement in the prescribed form and containing the prescri
bed particulars with respect to the proceedings in, and position of, the 
liquidation -

(a) in case the winding up is by or subject to the supervision of the 
Court, in Court, and -

.ot~• (b) in the case of a voluntary winding up, with the Registrar. 

(2) When the statement is filed in Court under clause (a) of sub-section 
(1), a copy shall simultaneously be filed with the Registrar and shall be kept 
by him along with the other records of the company. 

(3) Anv person stating himself in writing to be a creditor or contribu-
45 tory of the company shall be entitled, by himself or by his agent, at aLl 

reasonable times, on payment of the prescribed fee, to inspect the statemen t. 
and to receive a copy thereof or extract therefrom_ 
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(4) Any person untruthfully stating himself to be a creditor or contribu
-tory for the above purpose shall be deem'!d to be guilty of an offence under 
'Section 182 of the Indian Penal Code (Act XLV of 186o), and shall, on 
"the application of the liquidator, be punishable accordingly. 

(5) If a liquidator fails to comply with any of the requirements of this J 
:Section, he shall be punishable with fine which may extend to five hundred 
.:rupees for every day during which the failure continues. 

514- Payments of liquidator into bank.-( I) Every liquidator of a 
company which is being wound up by the Court shall, in such manner and 
..at such times as may be prescribed, pay the money received by him into a Ie 
.Scheduled Bank to the credit of a special banking account opened by him in 
1:his behalf, and called "the Liquidation Account of .• ; .••.•••••.••••••••.••.•• 
.COmpany": 

Provided that if the Court is satisfied that for. the purpose of carrying on 
·the business of the company or of obtaining advances or for any other reason, 1' 
-it is to the advantage of the creditors ·or contributories tha~ the liquidator 
·should have an account with any other bank, the Coul"t may authorise the 
-liquidator to make his payments into and out of such other bank as the Court · 
may select; and thereupon those payments shall be made in the prescribed 

· ·manner and at th! prescribed tim :s. a 
(2) If any such liquidator at any time retains for more thm ten days a 

.$urn exceeding five hundred rupees or such other amount as the Court m1y 

.in any particular case authorise him to retain, then, unless he explains th~ 

.retention to the satisfaction of the Court, he shall-

(a) pay interest oa the a~.il!l.Ilt so retained in excess at the rate of 25 
twenty per c;nt per annum ; 

(b) b-:: liable to pay any [expenses occasioned by reason of his 
default ; and · 

(c) also be liable to have all or such part of his remuneration as the 
Court m1y think just, disallowed, and to be removed from his 30 
office by the Court. , 

(3) A liquidator of a company which is being wound up by the Court shall 
:not pay :my sums received by him as liquidator into his private banking 
account. 

515. Unclaimed dividends and undistributed assets to be paid to 35 
Companies Liquidation Account.-( I) Where any company is being wound · 
up, if the liquidator has in his hands or under his control any money 
'I'epresenting unclaimed dividends payable to any creditor or undistri
buted assets refundable to any contributory, which have remained un .. 

·claimed or undistributed for six months after the date on which they became -40 
payable or refundable, the liquidator shall forthwith pay the said money into 

·the Reserve Bank of India to the credit of the Central Government in an account 
·to be called "The Companies Liquidation Account". 

(2) Th-! liqL1id.1tor sh1ll, o:~ th'! dissolutioa of the com;>any, simihrly 
'Pay into the said account any mJney representing unchim!d dividend-i or -4.S 
uniistributed assets in his hands at the date of dissolution. 

(3) The liquidator shall, when making any payment referred to in sub
sections (1) and (2), furnish to such officer as the Central Government may 

.appoint in this behalf a statement in the prescribed form, setting forth in 



216 

respect of all sums included in such payment, the nature of the sums, the 
names and last known addresses of the persons entitled to participate therein,. 
the amount to which each is entitled and the nature of his claim thereto and\ 
such other particulars as may be prescribed. ' 

- ~ (4) The liquidator shall be entitled to a receipt from the Reserve Bank 
of India for any money paid to it under sub-sections (I) and (2) and such. 
receipt shall be an effectval discharge of the liquidator in respect thereof. . 

(5) Where the company is being wound up by the Court, the liquidator 
shall make the payments referred to in sub-sections (I) and (2) by transfer frollb 

IO the speci~l banking account referred to in sub-section (I) of section 5I4. 

(6) Where the company is being wound up voluntarily or subject to the 
supervision of the Court, the liquidator shall, when filing a statement in pur
suance of sub-section (I) of section 5I3, indicate the sum of money which is. 
payable to the Reserve Bank of India under sub-sections (I) and (2) of this.-

15 section which he has had in his hands or under his control during the 
six months preceding the date to which the said statement is brought down,.. 
and shall, within fourteen days of the date of filing the said statement,. 
pay that sum into the Companies Liquidation Account. 

(7) (a) Any person claiming to be entitled to any money paid into the Com-
20 panies Liquidation Account in pursuance of this section may apply to the 

Court for .an order for payment thereof, and the Court, if satisfied that the 
person claiming is entitled, may make an order for the payment to that person 
of the sum due : 

Provided that before making such order the Cdllrt shall cause a notice to· 
25 be served on such officer as the Central Government may appoint in this. 

behalf, calling on the officer to show cause within one month from the date: 
of the service of the notice why the order should not be made. 

(b) Any person claiming. as aforesaid may, instead of applying to the
Court, ap.ply to the Central Government for an order for payment of the money 

30 claimed ; and the Central Government may, if satisfied whether on a certificate 
by the liquidator or the Official Liquidator or otherwise, that such person is 
entitled to the whole or any part of the money claimed and that no applica
tion made in pursuance of clause (a) is pending in the Court, make an order for 
the payment to that person of the sum due to him, after taking such security 

35 from him as it may think fit. . . 

(8) Any money paid into the Comp~nies Liquidation Accoun~ in pursuan
ce of this section, which remains unclru.med thereafter for a penod of fifteen 
years, shall be transferred to the general revenue account of the Central 
Government · but a claim to any money so transferred may be preferred 

40 under sub-se~tion (7) and shall be dealt with as !f sue~ transfer had not been 
made, the order, if any, for payment on the cla1m bemg treated as an order 
for refund of revenue. 

(9) Any liquiJ.,ior retaining any money which sho~ld ha~e been paid by
him into the Companies Liquidation Account under this sectlOD: shall-

45 (a) pay interest on the amount retained at the rate oftwenty per cent 
per annum; 

(b))be liable to pay any expenses occasioned by reason of his default;.. 
and 
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(c) where the winding up is by or under the supervision of the Court, 
also be liable to have all or such part of his remuneration as 
the Court may think just to be disallowed and to be removed 
from his office by the Court. 

(xo) Nothing in this section shall apply in relation to companies with objects s: 
oonfined to a single State, which are not trading corpora~ ions. 

Supplementary Powers of Court 

516. Meetings to ascertain wishes of creditors or contributories.
(!) In all matters relating to the winding up of a company, the Court 
~y I~ 

(a) have regard to the wishes of creditors or contributories of the . 
company, as proved to it by any sufficient evidence i 

(b) if it thinks fit f()r the purpose of ascertainin~: those wishes, direct 
meetings of the creditors or contributories to be called, held and 
conducted in such manner as the Court directs ; and xs;: 

(c) appQint a persoa to act as chairman of any such meeting and to 
report the result thereof to the Court. 

(2) When ascertaining the wishes of creditors, re~:ard shall be had to 
the value of each creditGr's debt. 

(3) When afcerta:'r.irg tte 11 ist<s cf c<ntril:utories, regard shall be had 20'"' 
to the number of votes which m~y· te cat by each contributory. 

517. Court or person before whom affidavit may be sworn.-(x) 
Any affidavit required to be swotn under the provisions or for the purposes of 
this Part may be swom-

{a) in India, before any Court, Judge or person lawfully authorised 2s;; 
to take and receive affidavits, and . 

(b) in any other country, either before any Court, Judge or person 
lawfully authorised to take and receive affidavits in that country 

• or before an Indian Consul or Vice-Consul. 

Explanation.-In this sub-section, " India " includes the State of 3°" 
Jammu and Kashmir. 

(2) All Courts, Judges, Justices, Commissioners and persons acting judi
cially in India shap take judicial notice of the seal, stamp or signature, as 
the case may be, of any such Court, Judge, person, Consul or Vice-Consul, 
attached, appended or subscribed to any such affidavit or to any other 35·· 
document to be used for the purposes of this Part. 

Provisions as to Dissolution 

518. Power of Court to declare dissolution of company void.
(1) Where a company has been dissolved, the Court may at any time within 
two years of the date of the dissolution, on application by the liquidator of 4°' 
the company or by any other person who appears to the Court to be interest-
ed, make an order, upon such terms as the Court thinks fit, declaring the 
dissolution to have been void; and thereupon such proceedings may be 
taken as might have been taken if the company had not been dissolved. 

(2) It shall be the duty of the person on whose application the order was 45: 
made, within twenty-one days after the making of the order or such further 
time as the Court may allow, to file a certified cppy of the order with the 
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:Registrar who shall register the same ; and if such person fails so to do, he 
.shall be punishable with fine which m1y exten<i to fifty rup~s for every da7 
during which the default continues. · · .. · . 

519. Power of Registrar to strike defunct ~ompany oft" regis
' ter.-(I) Where the Registrar has reasonable cause to believe that a company 

· is not carrying on business or in operation, he shall send to the compmy by 
post a letter inquiring whether the company is carrying on business or in 
operation. 

(2) If the Registrar does not within one m'lnth of sending the letter re-
1:0 ceive any answer thereto, he shall, within fourteen days after the expiration of 

the month, send to the company by post a registered letter referring to the 
first letter, and stating that no answer thereto has been received and that, 
if an answer· is not received to the second letter within one month from the 
date thereof, a notice will be published in the Official Gazette with a view to 

:15 striking the name of the com;>any off the register. 

"'30 

~35 

-40 

-45 

. (3) If the Registrar either receives an answer from the company to 
the effect that · it is not · carrying on business or in operation, or does not 
within one month after sending the second letter receive any answer, he may 
publish in _the Official Gazette; and send to the company ·by registered post, 
a notice that, at the expiration of three months from the d 1te of that notice, 
the- name of the com;>any m"!ntioned therein will, unless cause is shown to 
the contrary, be struck off the register and the company will be dissolved. . . 

(4) If, in any case where a company is being wound up, the Registrar 
has reasonable cause to b:!lieve either that no liquidator is acting, or that the 
affairs of the company are fully wound up, and the returns required to be 
made by the liquidator have not been m1de for a p!riod of six consecutive 
months, the Registrar shall publish in the Official Gazette and send to the com
pany 9r the liquidator, if any, a like notice as is provided in sub-section (3). 

-
(5) At the expiration of the time mentioned in the notice referred to in 

sub-section (3) or (4), the Registrar m1y, unless came to the contrary is 
previously shown by the company, strike its nllll! off the register, ani s~ull 
publish notice thereof in the OJi.cial Gazette ; and on the p..1l.Jlication in t3e 
Official Gazette of this notice, the com;u."'l.y sh1ll suni dissolv.::d: 

Provided that-

(a) the liability, if any, of every director or other officer exercising any 
power of management and of every member of the compmy shall 
continue and may be enforced as if the company had not been 
dissolved ; and ' · 

(b) nothing in this sub-section shall affect the power of the Court to 
wind up a company the name of which has been struck o.ff the 
register. 

(6) If a company or any member or c:editor thereof feels aggrieved_ by 
the company having been struck off the regtster, the Court, on an appltca
tion made by the company or member or creditor before the expiration of 
twenty years from the publication in the Official Gaz~tte of the noti~e. afore
said, may, if satisfied that the company was, ~t the t~~ ~f the strikmg off, 
carrying on business or in operation or otherwtse that 1t ts JUSt that the com
pany be restored to the register, order the name of the compmy to be restored 
to the register. 
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(7) Upon a certified copy of th-:: ord'!r b!ing d!livered to the Registrar. 
for registration, the company shall be deem::d to have continued in existence 
as if its name had not been struck off; and the Court may, by the order, give 
such directions and make such provisions as seem just for placing the com
pany and all other persons in the same position as nearly as may be as if the J 
name of the company had not been struck off. ; · · 

(8) A letter or notice to be sent under this section to a company may be 
.addressed to the company at its registered office, or, if no office has been regis
tered, io the care of som-:: director, managing agent, manager or other officer 
of the company, or, if there is no director, mm1ging agent, m:mager or 10 
-officer of the company whose name and address are known to the Registrar; 
may be sent to each of the persons who subscribed the memorandum, address-
ed to him at the address mentioned in the memorandum. 

(9) A notice to be sent under this section to a liquidator may be addressed 
~o the liquidator at his last known place of bus~ess. I.S 

PART VIII . 

.Application of Act to companieJ formed or registered under prefJious companies 
'laws · 

szo. Application of Act to companies formed and registered under 
_previous companies laws.-In the applic1tio..1 of this Act to existing com- 20 
panies, that is to say, to co:npaoies form~d an:i registered und'!r any previou3 
~om_pnieslaw, it shall apply in/the same m:mner-

(a) in the case of a limited company other than a company limited by 
guarantee, as if the company had been formed and registered under 
this Act as a company limited by shares ; - 2 .5 

(b) in the case of a company limited by guarantee, as if the company had 
been formed and registered under this Act as a company limited 
by guarantee ; and 

(c) in the case of a company other than a limited company, as if the 
company had been formed and registered under this Act as an 30 
unlimited company : 

Provided that-

(i) nothing in Table A in Schedul! I shall apply to a company 
formed and registered under Act XIX of 1857 and Act VII of 1860, or 
..either of them, or under the Indian Companies Acl 1866 (X .of 1866), or the 35 Indian Companies Act, !882 (VI of 1882) ; 

(ii) reference, express or implied, to the d1te of registration shall be con
-strued as a reference to the date at which the company was registered under the 
.previous companies law concerned. 

su. Application of Act to companies registered but not formed 40 
-under previous companies laws.-This Act shall apply to every company 
registered but not formed under any previous companies law in the same 
.manner as it is in Part IX of this Act declared to apply to companies 
.registered but not formed under this Act : 
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Provided that reference, express or implied, to the date of registration 
shall be construed as a reference to the date at which the company was re
gistered under the previous companies law concemed. 

522. Application of Act to unlimited companies re-registered 
under previous companies laws.-This Act shall apply to every unlimit
ed company registered as a limited company in pursuance of any previous 
companies law, in the same manner as it applies to an unlimited ~ompany 
registered in pursuance of this Act as a limited company: 

· Provided that reference, express or implied, to the date of registration shall 
10 · be construed as a reference to the date at which the company was registered 

as a limited company under the previous companies law concerned. 

-. 523. Mode of transferring shares in the case of companies regis
tered under Acts XIX of 1857 and VII of I86o.-A company registered under 
ActXIXof1857andAct VIIofz86o oreitherof them may cause its shares 

1.5 to be transferred in the manner hitherto in use, or in such other manner as the: 
company may direct. 

PART IX. 

COMPANIES AUTHORISED TO REGISTER UNDER THIS AcT. 

524- Companies capable of being registered.--(1) With the ex-
20 ceptions and subject to the provisions contained in this section,-

( a) any company consisting of seven or more members, which was in 
existence on the first day of May, 1882, including any company 
registered under Act No. XIX of 1857 and Act No. VII of 
1860 or either of thc:m or under any Jaws or Jaw in force in a 

2S Part B State, corresponding to those Acts or either of them; and 
(b) any company formed after the date aforesaid, whether before or

after the commencement of this Act, in pursuance of any Act of 
Parliament other than this Act or of any other Indian law (including 
a law in force in a Part B State), or of any Act of Parliament of 

30 the United Kingdom or Letters Patent in force in India, or being 
otherwise duly constituted according to law, and consisting of 
seven or more members ; 

may at any time register under this Act as an unlimited company, or as a com
pany limited by shares.' or ~s a company limited by ~arantee ; and th~ re-

3.5 gistration shall not be mvahd by reason only that 1t has taken place wtth a 
view to the company's being wound up : 

Provided that-
(a) a company registered under the Indian Companies Act, 1882 (VI 

of 1882), or under the Indian Companies Act, 1913 (VII of 1913), 
40 shall not register in pursuance of this section ; 

(ia) a company having the liability of its members limited by any Act 
of Parliament other than this Act or by any other Indian law 
(including a law in force in a Part B State) or by any Act of 
Parliament of the United Kingdom or Letters Patent in force 

4S in India, and not being a joint stock company as defined in sec
tion 525, shall not register in pursuance of this section ; 

(iia) a company having the liability of its members limited by any Act of 
Parliament other than this Act or by any other Indian law 
(including a. law in force in a Part B State). or any Act of 
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Parliament of the United Kingdom or Letters Patent in force in 
India, shall not register in pursuance of~this section as an unlimit
ed company or a.s a company limited by g uarantee ; 

(iv) a company that is not a joint stock company as defined in section 
525 shall not register in pursuance of this section as a company S 
limited by shares ; 

{v) a company shall not register in pursuance of this section without 
the assent of a majority of such of its members as are present in 
person, or where proxies are allowed, by proxy, at a general meet-
ing summoned for the purpose; IO 

( vr) where a company not having the liability of its members limited 
by any Act of Parliament or any other Indian law (including a law 
in force in a Part B State) or by any Act of Parliament of the 
United Kingdom or Letters Patent in f<>rce in India, is about to 
register as a limited company, the majority required to assent as ~S
aforesaid shall consist of not less than three-fourths of the members 
present in person, or where proxies are allowed by proxy, at the 
meeting; 

(vir) where a company is about to register ~ a company limited by 
guarantee, the assent to its being so registered shall be accompanied 20 
by a resolution declaring that each member undertakes to contri· 
bute to the assets of the company, in the event of its being wound 
up while he is a member, or within one year after he ceases to be a 
member, for payment of the debts and liabilities of the company 
or of su )h d-3bts and Iilbilities as m 1y h we b 1en co n tracted 2$ 
before he ceases to be a .-'m!mher, and of the co:>ts, charges and 
expemes of winding up, and for the adju3tm !nt of the rights of 
the contributories among themselves, such am'lunt as m1y be re
quired, not exceeding a specified amount .. 

(2) In computing any majority required for the purposes of sub-section 30 
(r),_ when a poll is demanded, regard shall be had to the number of votes to 
which each member is entitled according to the regulations of the company. 

(3) Nothing in this section shall be deemed to apply to any 
<:ompany the registered office whereof at the commencement of this Act 
is in Burma, Aden or Pakistan, or in the State of Jammu and Kashmir. 3S 

. szs. Definition of "joint-stock company".-(!) For the purposes of 
this Part, so far as it relates to the registration of companies as companies limited 
by shares, a joint-stock company means a company having a permanent paid up 
or nominal share capital of fixed amount divided into shares, also of fixed am
ount, or held and tran<>ferable a<> stock, or divided and held partly in the one 40 
way and partly in the oth<.!r, and formed on the principle of having for its mem .. 
bcrs the holders ofth'l:>e shue:; or th1t sto:k, ani n) o~h·!r p!rso ns. 

(2) Such a company, when registered with limited liability under this Act, 
shill be deem!d to be a co:n;>lny li:nited by sh'lre s. 

526. Requirements for registration by joint-stock companies.- 4S 
Befortt the registration in pursuance of this Part of a joint-stock company, 
there shall be delivered to th~ Registrar the following documents :-

(a) a list showing the mm'!s, addresses and occupltions of all persons 
who on a day nam!d in the li~. nilt bein6 rn)re th1n six clear days 
before the day of registration, were m!mJers of the company, so 
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with the addition oftheshares or stock held by them respectivelyp 
distinguishing, in cases where the shares are numbered, each 
share by its number ; 

(b) a copy of r.ny Act of Parli~mmt or other Indian law, Act of Par-
S lismmt of the Unit<·d Kingccm, Royal Charter, Letters Patent, 

deed of settl<mmt, contract of co-partnery or other instrument 
constituting or regulating the company ; and 

·'(c) if the ccmpany is inttnded to be registered as a limited company, 
a statement specifying the following particulars . :-

10 (i) the nominal share capital of the company and the numb~f 

IS 

sharfS into which it is diviced or the amount _pfstock of which 
it consists ; 

(ii) the number of shares taken and the amount paid on each share ; 

(iiz) the m:n:e of the company, with the addition of the word" Li
mited " as the last word thereof ; and 

(iv) in 11:-.e case of a company intt:nded to be registered as a company 
limited by guarantee, the terms of the resolution declaring 
the amount of the guarantee. • 

527. Requirements for registration by companies not being joint-
20 stock companies.-P< fore the registration in pursuance of this Part of any 

company not being a joint-stock company, there shall be delivered to the Re-
gistrar- the following documents :- · -

(c) a list showing the names, addresses and occupations of the direc
tors, the managing agent, if any, and the manager, if any, of 

25 the company ; 

(b) a copy of any Act of Parliament or other Indian Jaw, Act of Par
liament of the United Kingdom, Letters Patent, deed of settle
ment, contract of c<rpartnery or other instrument constituting 
or regulating the company ; and 

30 (c) in the case of a company intended to be registered as a company 
· limited by guarantee, a copy of the ffSolution declaring the am

ount of the guarantee. 

528. Authentication of statements of existing companies.-The lists 
ofmembers and directors and any other particulars relating to the company 

35 required to be delivered to the Registrar shall be du1y verified by the decla
raticn of any two or more directors or other principal officers of the company. 

529.. Power of Registrar to require evidence as to nature of com
pany.-'I he Registrar may require such t:vicmce as he thinks r.ccessary for 
the purpose of satisfying himself wheth<r any company prorosing to be 

40 regist<:nd is or is not a joint-stock company as defined in section 525. 

530. Notice to customers on registration of banking company with 
limited liability.-(1) Where a banking company, which was in existence 
on the first day of May, 1882, proposes to register as a limited company 
under this Part, it shall, at least thirty days before so registering, give notice 

45 of its intention so to register, to every person who has a banking account with 
the company, either by delivery of the notice to him, or by posting it to him at, 
or delivering it at, his last known address. 
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(2) If the banking company omits to g·ive the notice required by sub
section (1), then, as between the company and the person for the time being . 
interested in the account in respect of which the notice ought to have been 
given, and so far as respects the account down to the time at which nottce is 
given, but not further or otherwise, the certificate of registration with limited $-
liability shall have no operatio~. . ·• 

~ -~ ~- . 
531. Change of name for purposes of registration.-Whelre the 

name of a company seeking registration under this Part is one which iq the 
opinion cf the Central Government is undesirable, the company may, 
with the app'roval of the Central Government signified in writing, change,-·10 
its name with effect frc.m the date of its registration under this Part : - · 

Provided that the like assent cf the m<n. tex s of the ct mpany shall be· 
required to the change of name as is required by.section 524 to the registra-·., 
tion of the company under this Part. · · 

532. Addition of" Limited" to name.-When a company registers I$ 
in pursuance of this Part with limited liability, the word " Limited " shall 
form, and be registered as, part of its name : 

Provided that this section shall not be taken as excluding the operation of 
section 2r. ,. 

533• Certificate of registration of existing companies.-On com- 2~ . 
pliance with the requirements of this Part with respect to registration, and on 
payment of such fees, if any, as are payable under Table B in Schedule I, 
the :Registrar shall certify under his hand that the company applying for regis
tration is incorporated as a company, under this Act, and in the case of a limited 
company that it is limited, and thereupon the compailY shall be so incorporatl·d,. 2j-; 

534• Vesting of property on registration.-All property, movable 
and immovable, (including actionable claims), belonging to or vested in a 
company at the date of its registration in pursuance of this Part, shall, on 
such rt:gistration, pass to and vest in the company as in corporated under 
this Act for all the estate and interest of the company therein. 30· 

535· Saving for existing liabilities.-The registration of a company 
in pursuance of this Part shall not affect the rights or liabilities of the company 
in respect of any debt or obligation incurred-, or any contract entered into, by 
to, with, less or on b(;h_alf of, the company before registration. 

536. Continuation of pending legal proceedings.-All suits and . 3$ 
other legal proceedings which, at the time of the registration of a com
pmty in pursuance of this Part, are p<nding by or against the company, or, 
any offi ccr or membu thereof, may be contim.::t:d in the same manner as if the 
registration had not taken place : 

Provided that execution shall not isst:e against 1he pror;erty or person of 40. 
any individual member of the company on any decree or order obtained in any 
such suit or proceeding; but, in the e.nnt of the pror;erty of the 
company being insufficient to satisfy the decree or order, an order may be 
obtained fur winding up the company. · 

53 7· Effect of registration under Part.-{1) When a company is 45 
registoed in rursrance of this Part, sub-sections (2) to (7) shall apply. 

(2) All provisicr..s cc·ntaii:cd in any Act of Parliament or other 
Indian 1aw, or other instrument constituting or regulating the 
company, including, in the case of a corp.pany registered as a 
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company limited by guarantee, the resolution declaring the amoun t 
of the guarantee, shall be deemed to be conditions and regulations of 
the company, in the same m1nner and with the sam~ incidents as if so much 
thereof as would, ifthe company h1d been formed under this Act, have been 
required to be inserted in the memorandum, were '"ontained in a registered 
memorandum, and the residue thereof were contained in registered articles. 

(3) AU the provisions of this Act shall apply to the company and the 
members, contributories and creditors thereof, in the same manner in· all res
pects as if it had been formed under this Act, subject as follows :-

(a) Table A in Schedule I shall not apply unless and except in so 
·. far as it is adopted by special resolution ; 
(b) the provisions of this Act relating to the numbering of shares 

-shall not apply to any joint-stock company whooe shares are not 
numbered; 

(c) subject to the provisions of this section, the company sh1ll not have 
power to alter any provision contained in any Act of Parliam ent 
or otheF Indian law, relating to the company ; 

(d) subject to the provisions of this section, the company shall not have 
power, without the sanction of the Central Government, to alter 
any provision contained in any Act of Parliament of the 
United Kingdom, Royal Charter or Letters Patent,"' relating to 
the company; 

(e) the cempany shall not llave power 'to alter any provision contained 
in any Act of Parliament or other Indian law or in any Act 
of Parliament of the United Kingdom, Royal Charter or 
Letters Patent, with respect to the objects of the company ; 

(f) in the event of the company being wound up, every person shall be 
a contributory, in respect of the debts and liabilities of the com
pany contracted before re~istration, who is liable to pay or contri
bute to the payment of any d~bt or liability of the company con
tracted before registration, or to pay or contribute to the payment 
or any sum for the adjustment of the rights of the members among 
themselves in respect of any such debt or liability ; or to pay or 
contribute to the payment of the costs, charges and expenses of 
windiri~ up the company, so far as relates to such debts or liabili
ties as aforesaid ; 

(g) in the event of the company being wound up, every contributory 
shall be liable to contribute to the assets of the company, in the 
course of the winding up, all sums due from him in respect of any 
such liability as aforesaid ; and in the event or the death or in
solvency of any contributory, the provisions of this Act with res
pect to the legal representatives of deceased contributories, 
or with respect to the assignees of insolvent contributories, 
as the case may be, shall apply. 

(4) The provisions of this Act \Tith respect to-

( a) the registration of an unlimited as a limited company ; 

(b) the powers of an unlimited company on registration as a limited 
company, to mcrease the nominal amount of its share capital and to 
provide that a portion of its share capital shall not be capable of 
being called up except in the event of winding up ; 
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(a) the power of a limited company to determine that a portion of its 
share capital shall not be capable of being called up except in the 

event of winding up ; 

shall apply, notwithstanding any provisions contained in any Act of Parlia
ment or other Indian law, or other instrument constituting or regulating the s _ 
company. 

(5) Nothing in this section shall authorise the company to alter any such 
provisions contained in any instrument constituting or regulating the company as·
would, ifthe company had originally been formed under this Act, have been : 
required to be contained in the memorandum and are not authorised to.. be : -io -.. 
altered by Lil.is Act. • · 

(6) None ofthe provisions ofthis Act [apart from those of section 374, 
shall derogate from any power of altering its constitution or regulations .. 
which may be vested in the company, by virtue of arty Act of Parliament or 
other Indian law, or other instrument constituting or regulating the company. I~ 

(7) In this section, the expression" instrument" includes deed of settle-
- ment, contract of copartnery, Act of Parliament of the United Kingdom, 

Royal Charter, and Letters Patent. 

538; Power to substitute memorandum and articles for deed of 
settlement.-( I) Subject to the provisions of this section, a company register6d 20 
in pursuance of this Part may, by special resolution, alter the form of its 
constitution by substituting a memorandum and articles for a deed of settle
ment. 

'··' 
(2) The provisions of sections 14 to 16 with respect to an alteration 

of the objects of a company shall, so far as applicable, apply to an 25 
alteration under this section, with the following modifications :-

• 

(a) there shall be substituted for the printed copy ofthe altered memo
randum required to be filed with the Registrar a printed copy of the 
substituted memorandum and articles ; and 

(b) on the registration of the alteration being certified by the Registrar, 3° 
the substituted memorandum and articles shall apply to the com
pany in the same manner as if it were a company registered under 
this Act with that memorandum and those articles, and the com
pany's deed of settlement shall cease to apply to the company. 

(3) :An alteration under this section may be made either with or without 35 
any alteration of the objects of the company under this Act. 

(4) In this section, the expression " deed of settlement " includes any 
contract of copartnery, Act of Parliament of the United Kingdom, Royal 
Charter or Letters Patent, or other instrument constituting or regulating 
the company, not being an Act of Parliament or other Indi.an law. 40 

539· Power of Court to stay or restrain proceedings.-The pro
visions of this Act with respect to staying and restraining suits and- other 
legal proceedings against a company at any time after the presentation of a 
petition for winding up and before the making of a winding-up order shall, 
in the case of a company registered in pursuance of this Part, where the 45 
application to stay or restrain is by a creditor, extend to suits and other legal 
proceedings against any contributory of the company. 

- .. 
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540. Suits stayed on winding-up order.-Where an order has been 
made for winding up a company registered in pursuance of this Part, no suit 
or other legal proceeding shall be commenced or proceeded 'Vith against the 
company or any contributory of the company in respect of any debt of the 
company, except by leave of the Court and extept on to such terms as the 
Court may impose. 

PART X 

\VINDING UP OF UNREGISTERED COMPANIES 

541. Meaning of "unregistered company".-For the ptirposes, of 
10 this Part, the expression " unregistered com;-J.ny"-

IS 

20 

(a) shall not include-

(i) a railway company incorporated by any Act of Parliament or 
other Indian law or any Act of Parliament of the United 
Kingdom; 

(ii) a company registered under this Act or under any previous 
companies law and not being a company the registered office 
whereof was in Burma, Aden or Pakistan L'TIIllediately before 

:the separation of that country from India or in the State of 
Jammu and Kashmir immediately before the 26th January, 
1950; and 

(b) save as aforesaid, shall include any partnership, assoctatwn or 
company consisting of more than seven members. 

54z. Winding up of unregistered companies.-(1) Subject to 
the provisions of this Part, any unregistered company m1y be wounJ up 

25 under this Act, and all the provisions of this Act with respect to winding up 
shall apply to an unregistered company, with the exceptions and additions 
mentioned in sub-sPctions (2) to (5). 
~ . . 1'-~~ -, -

· (2) For the purpo:>e of determining the Court having jurisdiction 
in the mmec of the winding up, an unregistered comp:my shall be 

go deemed to be registered in the State where its principal place • of 
business is situate or, if it hJs a princip~l p!ac·:! of· business situate 
in more than one State, then in each State where it has a principal place 
of bush~ss ; and the principal place of business situate in that State in 
which proceedings are being instituted shall, for all the purposes of. the wind-

35 i,!?-g up, be deemed to be the registered office of the company. 

45 

- (3) No unregistered company shall be wound up under this Act 
voluntarily or subject to the supervision of the Court. . ' 

.. (4) The circumstances in which an unregistered company may be 
wound up are as follows :-

(a) if the company is dissolved, or has ceased to carry on b~siness, .or 
is carrying on business only for the purpose of winding up tts 
affairs ; 

(b) if the company is unable to pay its debts ; 

(c) if the Court is of opinion that it is just and equitable that the 
company should be wound up. 
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(S) An unregistered company shall, for the purposes of this Act, be 
deemed to be unable to pay its debts-

(a) if a creditor, by assignment or otherwise, to whom the company is 
indebted in a sum exceeding five hundred rupees then due, has 
served on the company, by leaving at its principal place of business, S 
or by delivering to the secretary, or some director, managing agent, 
manager or principal officer of the company, or by otherwise 
serving in such manner as the Court may approve or direct, a 
demand under his hand requiring the company to pay the sum so 
due, and the company has, for three weeks after the service of the IO 
demand, neglected to pay the sum or to secure or compound for it 
to the r;:asonabb satisfaction of the creditor ; 

(b) if any suit or other legal proceeding has been instituted against 
any member for any debt or demand due 'or claimed to be due, 
from the company or from him in his character of member, and I~· 
notice in writing of the institution of the s'uit or other legal pro· 
ceeding having been served on the company by leaving the same 
at its principal place of business or by delivering it to the secretary, 
or some director, managing agent, manager or principal officer of 
the company or by otherwise serving the same in such manner as 20 
the Court may approve or direct, the company has not, within 
ten days after service of the notice,-

( I) paid, secured or compounded for the debt or demand, or 
(il) procured the suit or other legal proceeding to be stGyed, or 
(ii•) indemnified the defendant to· his reasonable satisfaction against 2$ 

the suit or other legal pro~eding, and against all costs, damages 
and expens.;!S to be incurred by him by reason of the same; 

(c) if execution or other process issued on a decree or order of 
any Court in favour of a creditor against the company, or any 
member thereof as such, or any person authorised to be sued as 30 
nominal defendant on behalf of the company, is returned unsatis· 
fled in whole or in part; 

(d) if it is otherwise proved to the satisfaction of the Court that the 
company is unable to pay its debts. 

543· Power to wind up foreign companies, although dissolved.-_ 3S 
\'\.'here a body corporate incorporated outside India which has been carry-
ing on business in India, ceases to carry on business in India, it may be wound 
up as an unregistered company under this Part, notwithstanding that the 
body corporate has been dissolved or otherwise ceased to exist as such under 
or by virtue of the laws of the country under which it w.ls incor~~!~!. r. 4° 

544· Contributories in windin'g up of unregistered company.
(I) In the event of an unregistered company being wound up, eyery person 
shall be deemed to be a contributory, who is liable to pay, or contnbute to the 
payment of,-

( a) any debt or liability of the company, or 
(b) any sum for the adjustment of the rights of the members among : 

them>elvcs, or · 
(c) the costs, charges and expenses of winding up the company. 

4S 

(2) Every contributory shall be liable to contribut~ to. !he assets of.the 
company all sums due from him in respect of any such ha~illty as afore3a1d. S<;» 
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(3) In the event of the death or insolvency of any contributory, the pro
visions of this Act with respect to the legal representatives of deceased 
contributories, or with respect to the assignees of insolvent contributories, 
as the case may be, shall apply. 

· 545· Power to stay or restrain proceedings.-The provlSlons of 
this Act with respect to staying and restraining suits and legal proceedings 
against a company at any time after the presentation of a petition for winding 
up and before the making of a winding-up order shall, in the case of an un
registered company, where the application to stay or restrain is by a creditor,. 

IO extend to suits and legal proceedings against any contributory of the company. 

546. Suits etc. stayed on winding up order.-Where an order has been 
made for winding up an unregistered company, no suit or other legal proceed
ing shall be proceeded with or commenced against any contributory of the 
company in respect of any debt of the company, except by leave of the Court 

15 and except on such terms as the Court may impose. 

541· Directions as to property in certain cases.-(I) If an un
registered company has no power to sue and be sued in a common name,. 
or if for any reason it appears expedient, the Court may, by the winding-up
order or by any subsequent order, direct that all or any part of the property, 

20 movable or immovable (including actionable claims), belonging to the 
company or held by trustees on its behalf, shall vest in the liquidator 
by his official name; and thereupon the property or the part thereof 
specified in the order shall vest accordingly.'; 

(2) The liquidator may, after giving such indemnity, if any, as the Court 
25 may direct, bring or defend in his official name any suit or other legal procee

,ding relating to that property, or which it is necessary to bring or defend for 
the purpose of effectually winding up the company and recovering its property. 

-548. Provisions of Part cumulative.-(!) The provisions of 
this Part with respect to unregistered companies shall be in addition to, and 

30 not in restriction of, any provisions hereinbefore in this Act contained with 
respect to the winding up of companies by the Court. 

(2) The Court or liquidator may exercise any powers or do any act in the 
case of unregistered companies which might be exercised or done by the 
Court or liquidator in winding up companies formed and registered under 

35 this Act : 

Provided that an unregistered company shall not, except in the event of 
its being wound up, be deemed to be a company under this Act, and then 
only to the extent provided by this Part. 

549. Saving and construction of enactments conferring power 
40 to wind up partnership, association or company in certain cases.

Nothing in this Part shall affect the operation of any enactment which provides 
for any partnership, association or company being wound up, or being wound 
up as a company or as an unregistered company, under any enactment re-
pealed by this Act : 

45 Provided that references in any such first-mentioned enactment to any 
such repealed enactment shall be read as references to the corresponding 
provision.. if any, of this Act. 
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PART XI 

COMPANIES INCORPORATED OUTSIDE INDIA. 

Provisions as to Establishment of Places of Business in India 

550. Application of sections 551 to 561 to foreign 
-companies.-Sections 55 I to 561, both inclusive, shall apply to all 
foreign companies, that is to say, companies falling under the following two 
.classes, namely :-

(a) companies incorporated outside India which, after the commence
ment of this Act, establish a place of business within India; 
and · 

(b) companies incorporated outside India which have, before the com
mencement of this Act, established a ·place of business within 
India and continue to have an established place of business 
within India at the commencement of this Act. 

s 

IO 

551. Documents etc. to be delivered to Registrar by foreign IS 
-companies carrying on business in India.-(r) Foreign companies 
which, after the commencement of this Act, establish a place of business with-
in India shall, within one month of the establishment of the place of business, 
.deliver to the Registrar for registration :-

(a) a certified copy of the charter, statute or memorandum and arti- 20 

cles of the company or other instrument constituting or defining 
the constitution of th~ company, and, if the instrument is not 
in the English language, a certified translation thereof ; 

(b) the full ad~ress of the registered or principal office of the company ; 
(c) a list of the directors and secretary of the company, containing the 25 

particulars mentioned in sub-section (2) ; 
(d) the name and address or the names and addresses of some one or 

more persons resident in India, authorised to accept on behalf 
of the company service of process and any notices or other 
documents required to be served on the company ; 30 

(e) the full address of the office of the comp1ny in India w~1ich is to b! 
deemed its principal place of business in India. 

(2) The list referred to in clause (c) of sub-section (r) shall contain the 
.following particulars, that is to say :-

(a) with respect to each director, - 35 
(i) in the case of an individual, his present name and surname in 

full, any former name or names and sumame or sumames in 
full, his usual residential address, his nationality, and if that 
nationality is not the nationality of origin, his nationality 
of origin, and his business occupation, if any, or if he has no 40 
business occupation but holds any other directorship or di
rectorships, particulars of that directorship or of some one 
ofthose directorships ; and 

{ii) in the case of a body corporate, its corporate name and regis
tered or principal office, and the full name, address, nationality, 45 
and nationality of origin, if different from that nationality, 
of each of its directors ; 
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(b) with respect to the secretary, or where there are joint secretaries .. 
with respect to each of them :-

(t) in the case of an individual, his present name and surname,. 
any former name or names and surname or surnames, and his 

~ usual residential address ; and 
(ii) in the case of a body corporate, its corporate name and registered 

or principal office : 
Provided that, where all the partners in a firm are joint secretaries 
of the eompany, the name and principal office of the firm may be 

10 stated instead of the particulars mentioned in clause (b) of this 
sub-section. 

(3} Clauses (2) and (3}. of the Explanation to sub-section (I) of section 
281 shall apply for the purpose of the construction of references in sub-section 

• (2) to present and former names and surnames as they apply for the purposes 
15 ·of the construction of such references in sub-section (I) of section 281. 

(4) Foreign companies, other than those mentioned in sub-section (I), 
shall, if they have not delivered to the Registrar before the commencetnent 
of this Act the documents and particulars specified in sub-section (I) of 
section 277 of the Indian Companies Act, 19I3 (VII of I9I3) , continue t(} 

20 be subject to the obligation to deliver those documents and particulars in 
accordance with that Act. 

25 

552. Return. to be delivered 1:o Registrar by foreign company 
where documents, etc., altered.-If any alteration is made or occurs 
in:- $. 

(a) the charter, statutes, or memorandum and articles of a foreign 
company or other instrument constituting or defining the 

-constitution of a foreign company ; or 
(b) the registered or principal office of a foreign company; or 
(c) the directors or secretary of a foreign company or the particulars. 

contained in the list of the directors and secretary ; or 
(d) the name or address of any of the persons authorised to accept 

service on behalf of a foreign company; or 
(e) the principal place of business of the company in India; 

the company shall, within the prescribed time, deliver to the Registrar for 

35 
registration a return containing the prescribed particulars of the alteration. 

. 40 

45 

553· Accounts of foreign company.-(I) Every foreign company 
shall, in every · calendar year, -

(a) make out a balance sheet and profit and loss account in such form, 
containing such particulars and including or having annexed 
or attached thereto such documents (including, in particular 
documents relating to every subsidiary of the foreign company) 
as under the provisions of this Act it would, if it had 
·been a company within the meaning of th is Act, have 
been required to make out and lay before the company in 
general meeting ; and 

(b) deliver three copies of those documents to the Registrar: 

Provided that the Central Government may, by notification in the Official 
Gazette, direct that, in the case of any foreign company or class of foreign c~m
pany of the requirements of clause (a) shall not apply or shall apply sub!ect 

so to such exceptions and modifications as may be specified in the notificatiOn.. 
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(2) If any such document as is mentioned in sub-section (I) is not 
in the English language, there shall be annexed to it a certified translation 
thereof. 

·--(3) Every foreign company shall send to the Registrar with the docu
ments required to be delivered to him under sub-section (I) three copies of a S 
list in the prescribed form of all places of business established by the 
company in India as at the date with reference to which the balance shee 
referred to in sub-section (1) is made out. 

554· Obligation to state name of foreign company, whether 
limited, and country where incorporated.-Every foreign company 10 
shall-

(a) in every prospectus inviting subscriptions for its shares or de
bentures in India, state the country .in which the company is 
incorporated ; 

(b) conspicuously exhibit on the outside of every office or place IS 
where it carries on business in India the name of the company 
and the country in which it is incorporated in letters easily 
legible in English characters and also, in the characters of the 
1 anguage or one of the languages in general use in the locality 
in which the office or place is situate; - ' 20 

(c) cause the name of the company and of the country in -~hich the 
company is incorporated, to be stated in legible English charac-
ters in all bill-headS and letter paper, and in all notices, 
advertistments and other official publications of the company ; 
and 

(d) 

2S . 
if the liability of the members of the companyj is limited, cause 
notice of that fact-

(i) to be stated in every such pr0spectus as aforesaid and in all 
bill-heads, letter paper, notices, advertisements and 
other official publications of the company, in legible English 30 characters, and 

(ii) to be conspicuously exhibited on the-outside of every office or 
place where it carries on business in India in legible English 
characters and also in the characters of the language or one 
of the languages in general use in the locality in which the 
office or place is situate. . · 35 

SSS· Service on foreign company.-Any process~ notice, or other 
document required to be served on a foreign company shall be sufficiently 
served, if addressed to any person whose name has been delivered to the 
Registrar under the foregoing provisions of this Part and left at, or sent by 40 post to, the address which has been so delivered : 

Provided that -

(a) where any such company makes default in delivering to the Registrar 
the name and address of a person resident in India who is autho
rised to accept on behalf of the company service of process, 45 
notices or other documents ; or 
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(b) if at any timl! all the person~ whose nam'!s and addresse3 have b~en 
so delivered are dead or have ceased so to reside, or refuse to 
accept service on behalf of the company, or for any reason, 
cannot be served ; 

5 a document may be served on the company by leaving it at, or sending it by 
post to, any place ofbminl!ss established by the company in India. 

!'56. Office where documents to be filed.-(I) Any docum~nt 
which any foreign company is required to ddiver to the Ri!gistrar shall be 
delivered to the Registrar having jurisdiction over New D.!lhi, and references 

10 to the Registrar in this Part [except in sub-section(2) ] shall b.! co:ntru'!d 
accordingly. 

(2) Any such document as is referred to in sub-section (I) shall also 
be delivered to the Registrar of the State in which the principal place of 
business of the company is situate. 

IS (3) If any foreign company ceases to have a place of business in India, 
it shall forthwith give notice of the fact to the Registrar, and as from the date 
on which notit:~~ is so given, the obligation of the company to deliver any docu
ment to the Registrar shall cease, provided it has no other place of business 
in India. · 

20 551· Penalties.-If any foreign company fails to comply with any 
of the foregoing provisions of this Part, the company, and every officer or 
agent of the company who is in default, shall be punishable with fine which 
may extend to one thousand rup.!es, and in the case of a continuing offence, 
with an additional fine which may extend to fifty rupees for every day during 

25 which the default continues. 
558. Company's failure to comply with Part not to affect its lia

bility under contracts etc.-Any failure by a foreign company to comply 
with any of the foregoing provisions of this Part shall not affect the validity 
of any contract, dealing or transaction entered into by the company or its 

30 liability to be sued in respect thereof; but the company shall not be entitled 
to bring any suit, claim any set off, make any counter-claim or institute any 
legal proceeding in respect of any such contract, dealing or transaction, until 
jt has complied with the provisions of this Part. 

559· Registration of charges, appointment of receiver and 
35 books ofaccount.-(I) The provisiom ofPart V (sectiom 118 to 13&), shall 

apply mutatis mutandis to :-
(a) charges on properties in India which are created by a foreign 

company after the 15th day of January 1937 ; and 
(b) charges on property in India which is acquired by any foreign 

40 company after' the day aforesaid : 
Provided that where a charge is created, or the completion of the acquisi
tion of the property takes place, outside India, sub-section (s) of section 119· 
and the proviso to sub-section (I) of section 121 shall have effect as if the 
property, wherever situated, were situated outside India. 

45 (2) The provisions of section I 12 shall apply mutatis mutandis to a 
foreign company. 

· (3) The provisions of section .I94 s~al.l apply to a for~ign ~omp~y to 
the extent of requiring it to keep at 1ts prmc1pal place ofbusmess m India the 
books of account referred to in that section, with respect to moneys received 

so and expended, sales and purchases made, and assets and liabilities, in the course 
of or in relation to its business in India. 
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- (4) In applying the sections referred to in sub-sections (1), (2) and (3) 
to a foreign company as aforesaid, references in those sections to the Registrar 
shall be deemed to be references to the Registrar of Joint Stock Companies 
having jurisdiction over New Delhi, and references to the registered office 
of the foreign company shall be deemed to be references to its principal place S 
of business in India. 

560. Fees for registration of documents under Part.
There shall be paid to the Registrar for registering any document 
required by the foregoing provisions of this Part to be registered by him, such 
fees as may be prescribed. 10 

561. Interpretation of foregoing sections of Part.-For the purpo.>es 
~fthe foregoing provisions of this Part-

(a) the expression "certified" m~ans certified in the prescribed 
mmner to be a true copy or a correct translation ; 

• (b) the expression " director ", in relation to a company, includes IS 
any p:!rson in accordance with whose directions or instructions 
the directors of the company are accustomed to act ; · 

(c) the expression " place of business " includes a share transfer or 
share registration off•:.:e ; 

(d) the expression " prospectus " has the same meaning as when used 20 
in relation to a company incorporated under this Act ; and 

(e) the expression "secretary" includes any person occupying the 
position of secretary, by whatever name called. 

·' Prospectuses 

561.. Dating of prospectus and partic'ulars to be contained 25 
therein.-(1) No p!rson shall issue, circulate or distribute in India any 
prospectus offering for subscription shares in or debentures of a company 
incorporated or to be incorp;>rated outside India, whether the company has 
or has not established, or when form~d will or will not establish, a place of 
business in India, unless the prosp:!ctus is dated; and 30 

(a) contains particulars with respect to the following matters :-

(i) the instrument comtituting or defining the constitution of the 
company; 

(ii) the enactments or p:ovisions having the force of an enactm'!nt, 
by or under w:1icn. the incorp:>ration of the company was 3.> 
effected; 

(iii) an address in India wl1ere the said instrument, enactments, 
or provisions, or copies thereof, and if the same are not in 
English, a tramlation thereof certified in the prescribed 
manner, can be in'>pected ; 40 

(iv) the date on which and the country in which the company was 
incorporated ; 

(v) whether the compmy has established a place of business in India, 
and, if so, the adiress of its p:in:ip1l office in India ; 

(b) subject to the p;ovisions of this section, states the matters specified 45 
in Part I of Schedule ·II and sets out the reports specified 
in Part II of that Schedule, subject always to the provisions 
contained in Part III of that Schedule ~ 
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Provided that sub-clauses (i), (ii) and (ii1) of clause (a) shall not apply 
in the case of a pro~ pectus is~ued more than two years after the date at which 
the cC'mpany is entitled to cC'mmence business ; and in the application 
of Part I of Schedule II for the purposes of this sub-section, clause 2 
therwf shall have dfect wi1h th substituticn, for references to the 
articlt:s, of nft-nnces to the ccnstituticn of a company. 

(2) Any conditi<m requiring or binding an applicant for shares or de
. bt:ntures to waive complhnce with 2ny r{quinmmt imposed by virtue of 
clause (a) or (b) of sub-sccticn (I), or purporting to affect him with notice 
of any contract, do cum( nt or matter not ~pecifically referred to in the pros
pectus, shall be void. 

(3) No person shall issue to any person in India a form of application for 
shares in or debentures of such a company or intended company as is mentioned 
in sub-section (I), unless the form is issued with a prospectus which 

15 complies with the provisions of this Part and the issue whereof in India does 
not contravene the provisicns of section 563 ; · 

Provided that this sub-section shall not apply if it is shown that the form 
of application was issued in connection with a bona fide invitation to a person 
to· enter into an underwriting agreement with respect to the shares or 

20 debentures. 

25 

30 

(4) In the event of non-compliance with or contravention of any of the 
requirements imposed by clauses (a) and (b) of sub-section (1), a director or 
other person responsible for the prospectus shall not incur any liability by 
reason of the non-compliance or contravention, if-

(a) as regards any matter not disclosed, he proves that he had 
no knowkdge thereof ; or · 

(b) he proves that the non-compliance or contravention arose from an 
honest mistake of fact on his part ; or 

(c) the non-compliance or contravention was in respect ofmatter~ 
which, in the opinion of the Court dealing with the case, were 
immaterial or were otherwise such as ought in the opinion of 
that Court, having regard to all the circumstances of the case, 
reasonably to be excused : 

Provided that, in the event of failure to include in a prospectus a state-
35 ment with respect to the matters contained in clause 18 of Schedule II no

director or other person shall incur any liability in respect of the failure,. 
unless it be proved that he had knowledge of the matters not disclosed. 

40 

45 

so 

(5) This section-

(a) shall not apply to the issue to existing members or debenrure 
holders of a company of a prospectus or form of application 
relating to shares in or debentures of the company, whether an 
applicant for shares or debentures will or will not have the 
right to renounce in favour of other persons ; and 

(b) except in so far as it requires a prospectus to be dated, shall not 
apply to the issue of a prospectus relating to shares or de
bentures which are or are to be in all respects uniform with 
shares or debentures prevjously issued and for the time being 
dealt in or quoted on a stock exchange L"l or outside India, 
notified in this behalf by the Central Government in the Official 
Gazette; 



235 

but, subject as aforesaid, this section shall apply to a prospectus or form of 
application whether issued on or with reference to the formation of a company 

_ or subsequently. 
(6) Nothing in this section shall limit or diminish any liability which any 

person may incur under the general law or under this As;t apart from this S 
section. 

563. Provisions as to expert's · consent and allotment.-( I) 
No person shall issue, circulate or distribute in India any prospectus offer
ing for subscription shares in or debentures of a company incorporated or 
to be incorporated outside India, whether the company has or has not es- 10 
tablished, or when formed will or will not establish, a place of business in 
India-

(a) if, where the prospectus includes a statement purporting to be made 
by an expert, he has not given,·. or has before delivery of the 
prospectus for registration witJ:ldrawn, his written consent I.S 
to the issue of the prospectus with the statement included in the 
form and context in which it is included, or there does not appear 
in the prospectus a statement that he has given and has not 
withdrawn his consent as aforesaid ; or 

(b) if the prospectus does not have the effect, where an application is 20 
made in pursuance. thereof, of rendering all persons concerned 
bound by all the provisions (other than penal provisions) of 
sections €i6, 67 and €i8 so far as ap}:llicable. 

- (2) In this section, the expression" expert "includes an cngb.eer, a valuer. 
an accountant and any other person whose profession gives authority to a 23 
statement made by him; and fQC the purposes of this section a statement shall 
be deemed to be included in a prospectus if it is contained in any report or 

memorandum appearing on the face thereof,or by reference incorporated 
therein or issued therewith. 

564. Registration of prospectus.-(!) No person shall issue, 30 
circulate or distribute in India any prospectus offering for subscription shares 
in or debentures of a company incorporated or to be incorporated outside 
India, whether the company has or has not establi:ohed, or when formed will 
or will not establish, a place of business in India, unless before the issue, 
circulation or distribution of the prospectus in India, a copy thereof certified 35 
by the chairman and two other directors of the company as having been ap
pt:_oved by resolution of the managing body has been delivered for registration 
to the Registrar and the prospectus states on the face of it that a copy has been 
so delivered, and there is endorsed on or attache.d to the copy-

(a) any consent to the issue of the prospectus required by section 40' 
5153; 

(b) a copy of any contract- required by clause 16 of Schedule II 
· to be stated in the prospectus or, in the case of a contract not 

reduced into writing, a memorandum giving full · parti-
culars thereof ; and 4.5-

(c) where the persons making any report required by Part II of Sche
dule II have made therein, or have, without giving the reasons, 
indicated therein, any such adjustments as are "'Ilentioned in 
clause 32 of that Schedule, a written statement signed by those 
persons setting out the adjustments and giving the reasons 50 
therefor. 
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(2) The references in clause (b) of sub-sectio::1 (1) to the copy of a co.,..
tract required thereby to be endorsed on or attac11.ed to a copy of the prospectus 
shall, in the case of a contract wholly or partly in a language other than 
English, be taken as references to a copy of a tramlation of the contract 

5 in English or a copy embodying a trano;lation in E~glish of the parts which 
are not in English, as the case may be, being a trano;lation certified in the 
prescribed manner to be a correct translation. 

565. Penalty for contravention of sections 561., 563 and 564.-Any 
person who is knowingly responsible -

:IO (a) for the issue, circulation or distribution of a prosp~r.tus, or 

(b) for the issue of a form of application for shares or debentures, 
in contravention of any of the provision'> of sections 562, 563 and 564, 
shall be punishable with imprisonment for a term which may extend 
to six months, or with fine which may extend to five thousand rupees, or 

.I 5 with both. 

566. Civil liability for mis-statements in prospectus.-Section 
55 shall extend to every prospectus offering for subscription shares in 
or debentures of a company incorporated or tr be incorporated outside 
India whether the company has or has not established, or when formed 

20 will or will not establish, a place of business in India, with the substitution 
for references in section 55 to section 53 of this Act, of references to 
section 563 thereof. · 

567. Interpretation of provisions as to prospectuses.-(!) Where 
any document by which any shares in or debentures of a company in-

25 corporated outside India are offered for sale to the public would, if the 
company concerned had been a company within the meaning of this Act, 
have been deemed by virtue of section 57, to be a prospectus issu~d by the 
company, that document shall be deemed to be, for the purpose of this Part, 
a prospectus issued by the company offering, such shares or debentures for 

30 subscription. 

(2) An offer of shares or debentures for subscription or sale to any per
son whose ordinary business it is to buy or sell shares or debentures, whether 
as principal or as agent, shall not be deemed to be an offer to the public 
for the purposes of this Part. 

35 · (3) In this Part, the expressions " prospectus ", " shares " and " de-
bentures " have the same meanings as when used in relation to a company 
incorporated under this Act. 

PART XII 

REGISTRATION OFFICES AND OFFICERS AND FEES 

40 568. Registration Offices.-( I) For the purposes of the registration of 
companies under this Act, there shall be offices. at such places as the Central 
Government thinks fit. 

(2) The Cent~al Government may appo.int s~ch Registrars .and Assist~t 
Registrars as it thmks necessary for the reg1strat10n of compan1es under th1s 

45 Act, and may make regulations with respect to their duties. 

(3) The salaries of the persons appointed under this section shall be fixed 
by the Central Government. 
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(4) Th.e C~ntral Government m~y direct a seal or seals to be prepared for 
t~e authenticauo~ of documents reqwred for, or connected with, the registra-
tiOn of compames. · · 

(?) Wheneve; any act is by this Act directed to be done to or by the Regis-
trar, It shall, until the Central Government otherwise directs, be done to or s 
by the existing Registrar of joint-stock companies, or in his absence, to or by 
such person as the Ccntral Government may for th':! time being authorise: 

Provided that in the event of the Central Government altering the 
constitution of the existing registry offices or any of them, any such act shall 
be done to or by such officer and at such place, with reference to the local 10 
situation of the registered offices of the companies concerned, as the Central 
Government may appoint. 

569. Inspection, production and evidence of documents kept by 
Registrar.-(1) Any person may-

(a) inspect the documents kept by the Registrar, on payment 15· 
for each inspection, of a fee of one rupee; 

(b) require a certificate of the incorporation of any company, or a copy 
or extract of any other document or any part of any other docu
ment to be certified by the Registrar, on payment of a fee 
of five rupees in the case of a certificate of incorporation 20 
and ofsix annas for every one hundred words or fractional 
part thereof required to be copied, in the case of a certified copy • 
or extract: • 

Provided that the rights con,fcrred by this sub-section shall be 
exercisable- .. • 25 

(i) in relation to documents delivered to the Registrar with a pros
pectus in pursuance of sub-clause (i) of clause (b) of sub-section 
(1) of section 53, only during the fourteen days beginning with the 
date of publication of the prospectus ; and at other times, only 
with the permission of the Central Government; and 

(ii) in relation to documcnts so delivered in pursuance of chuse 
(b) of sub-section (1) of section 564, only during the fourteen 
days beginning with the date of the prospectus ; and at other 
times, only with the permission of the Central Government. 

(2) No process for compelling the production of any document kept by 
the Registrar shall issue from any Court except with the leave of that Court; 
and any such process, if issued, shall bear thereon a statement that it is issued 
with the leave of the Court. 

(3) A copy of, or extract from, any document kept and registered at any 
of th~ offices for the registration of companies under this Act, certified to be a 
true copy under the hand of the Registrar (whose official position it shall not be 
necessary to prove), shall, in all legal proceedings, be admissible in evidence 
as of equal validity with the original document. 

(4) Any person untruthfully stating himself in writing for the purposes 
of proviso (ii) to sub-section (1), to be a member or creditor of a companv 
shall be punishable with fine which may extend to five hundred rupees. • 

570. Fees in Table Bin Schedule I to be paid.-In respect ofthe 
several !ll~tte~s n:entioned in Table B in Schedule. I, there shall, subject 
to the limitatiOns 1mposcd by that Schedule, be pa1d to the Registrar the 
several fees therein specified : 

45· 
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Provided that no fees shall be charged in respect of the registration in pur
suance of Part IX of a company, if it is not registered as a limited company, or 
if, before its registration as a limited com~ny, the liability of the shareholders 
was limited by some other Act of Parliament or any Other Indian law or . 

::5 by an Act of Parliament of the United Kingdom, Royal charter or Letters 
Patent in force in India. 

571. Fees etc. paid to Registrar and other·officers to be accounted 
for to Central Government.-All fees, charges, and other sums paid to any 
~gistrar, Assistant Registrar or other officer of the Central. Governnrent 

10 il'. pursua:.1ce of section 570 or any other provision of this Act shall be account
ed for to the Central Government. 

572. Power of Central Government to reduce fees, charges, etc.
( I) The Central Government may, by order notified. in t~1e Official 
Gazette, reduce the amount of any fee, charge or other sum specified in any 

IS provision contained in this Act, as rayable in respect of any matter, either 
to the Central Government or to any Registrar, Assistant Registrar or 
other officer of the Central Government ; and thereupon such provision 
shall, during the period for which the order is in force, have effect as if the 
reduced fee had been substituted for the fee specified in such provision. 

20 (2) Any order notified under sub-section (1) may, by a like order, be 
cancelled or varried at any time by the Central Government, 

(3) Nothing in this section shall be deemed to affect the power of the 
Central Government under section 594 to alter any of the fees specified 
in Table B in Schedule I. 

25 573· Enforcement of duty of company to make returns to Re-
gistrar.-(!) If a company, having made default in complying with any 
provision of this Act which requires it to file with, deliver or send to the 
Registrar any return, account or other document, or to give notice to him 
of any matter, fails to make good the default withi..Tl foUl teen days after the 

30 service of a notice on the company requiring it to do so, the Court may, on an 
application made to it by any member or creditor of the comp.1..11y 
or by the Registrar, make an order directing the company and any officer 
thereof to make good the default within such time as may be 'specified in the 
order. 

35 (2) Any such order may provide that all costs of and incidental to the 
application shall be borne by the company or by any officers of the company 
responsible for tbP. default. 

(3) Nothing in this section shall be taken to prejudice the operation of 
any enactment imposing penalties on a company or its officer.s in respect of 

40 any such default as aforesaid. · 

PART XIII 

GENERAL 

Application of Act to certain companies 

574· Appllcation of Act to insurance, banking, and other com-
45 panies governed by specjal Acts.-The provisions of this Act shall 

apply-
( a) to insuran\C.e c,ompanies, except in so far as the said provisions are 

inconsistent with the provisions of the Insurance Act, 1938 (IV 
of 1938); 
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(b) to banking companies, except in so far as the said provisions are 
inconsistent -.yith the provisions of the Banking Companies Act, 
1949 (X of 1949) ; 

(c) to companies engaged in the generation or supply of eloctdcity, 
except in so far as the said provhiono; are inconsistent with the S 
provisions of the Electricity Supply Act, 1948 (LIV of 1948) ; 

(d) to any other company governed by. any special Act for the time 
being in force, except m so far a> th<! said p::ovisions are inconsistent 
wi!h the provisions contained in such special Act. 

575·· Application of Act to companies in which Government 10 

has predominant interest.-Tne C'!ntral G.)vcrnm'!nt m1y, by notifi
cation in the Official Gazette, direct that any of the provisions of this Act 
sp:!cifi.ed in the n.)rification :- - ~ 

(a) shall not apply to any compmy in w~1ich not less than four-fifths 15 
of the paid-up sh :ue capital is held by. the c~ntral Government 
or by any State G.)vemm'!nt or Governm'!nts , or partly by the 
Central Government and p1rtly by one or more State Governments; 
or 

(b) shall apply to any such comp1n.y, only with such exceptions, modi- 20 
fications and adaptations as m 1y b'! sp'!cified in the notifica
tion. 

576. Application of Act to non-trading companies with objectS 
confined to one State.-The powers conferred by this Act on the Central 
Government shall, in relation to companies with objects confined to a single 25 
State which are not trading corpor,tions, be powers of the State Government. 

Offences 
577· Cognizance of offences against Act to be only on complaint 

by Registrar, shareholder or Central Government.-(1) No Court 
shall take cognizance of any offence agaimt this Act (other than an 30 
offLnce again~t section 506, which is alleged to have been committed by any 
comp:my or any officer thereof, except on the com?laint in writing of the 
Registrar, or of a shareholder of the compmy, or of a p~r.wn authorised by 
the Central Government in that behalf : · 
Provided that nothing in this sub-section shall apply to a prvsecution bY 
a company of any of its officers. 35 

(2) Sub-section (I) shall not apply to any action taken by 'the liquidator . 
of a company in respect of any offence alleged to have been committed in res
pect of any of the matters included in Part VII (sectiom 389 to 519) or in 
any other rrcvi>ion of this Act relating to the winding up of Companies. 

(3) A liquid1tor of a company shall not be deemed to be an officer of 40 
the company, within the meaning of sub-section (1). 

578. Courts having jurisdiction to try offences.-No Court inferior 
to that of a Presidency M:~.gistrate or a M1gistrate of the first class shall try anv. 
off~nce agaimt this Act. · · 

519· Offences punishable wlth fine triable summarily in Presi- 45 
dency-towns.-If anv off~nc<! agaimt this Act is pani'ih1blc with fine only 
and the offence is committed by any p!rson within a P.-esidency-town, such 
person shall b:: punishable, upon sum'lllry conviction, by any Presidency 
Magistrate of the Presidency-town conccrn'!d. 
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580. Offences against Act to be non-cognizable.-Notwithstand

ing anything in the Code of Criminal Procedure, 1898 (V of 1898), every 
offence against this Act shall, for the purposes of tfic said Code, be deemed 
to be non-cognizable. . 

5 581. Power of Court to order compensation to be paid in case 
of frivolous or vexatious prosecution.-( I) In r~spect of any case institu·· 
ted upon the complaint of a shareholder against the comp1ny or any 
officer thereof in pursuance of section 577, the provisions of section 250 of the 
Code of Criminal Procedure, 1898 (V of 1898), shall not apply; and the fol-

IO lowing provisions :)hall apply instead. 

(2) If the Magistrate by whom any such case is heard discharges or 
acquits all or any of the accused, ar..d is of the opinion that the accusation 
against -them or any of them was frivolous or vexatious, the Magistrate 
may, by his order of discharge or acquittal, if the shareholder upon whose 

15 complaint the accusation .was made is present, call upon him forthwith to 
show cause why he should not pay compensation to such accused or to 
each or any of such accused when there is more than one, or if such 
shareholder is not preser.t, direct the issue of a summons to him to 
appear and show cause as aforesaid. 

20 (3) The Magistrate shall record ar..d consider any cause which such 
shareholder may show ; and if the Magistrate is satisfied that the accusation 
was frivolous or vexatious, he may, for reasons to be recorded, direct that 
compensation to such amount as he may determine be paid by such share
holder to the accused or to each or any of them, not exceeding five thou:;and 

25 rupees in all . 
. (4) The Magistrate may, by ·the order directing payment of the 

compensation under sub-s,ection (3), further order that, in default of pay
ment, the shareholder ordered to pay such ccmpensation shall suffer simple 
imprisonment for a term not exceeding six months. 

30 (5) When any person is imprisor,ed under sub-section (4),the provisions 
of sections 68 and 69 of the Indian Penal Code, (Act XLV of 186o) shall, so 
far as may be, apply. 

(1) No person who has been directed to pay co:npensation under this 
section shall, by reason of such or::ler, be exempted from any civil or criminal 

35 liability in respect of the complaint made by him : 
Provided that any amount paid to an accused person under this section 
shall be taken into account in awarding compensation to such person in any 
subsequent civil suit relating to the same matter. 

(7) A complainant who has been ordered to pay compensation under 
40 sub section (3) by a Magi~trate may appeal from the order, in so far as the 

order relates to the paymeH of compensatio'l, as -if such complainant had 
been convicted on a trial by such Magistrate. 1 

(8) Where an order for payment of ccmpensation to an accused person 
is made, the compensaticn shzll net te pcid to him before the period allow-

45 ed for the presentation of the appeal under sub section (7) has elapsed ; or. 
if an appeal is presented, before the appeal has been decided. 

582. Accused to be_ co~petent witness in_p~osecutions under Act-
Notwithstanding anythmg m the Code of Cr~mal. Procedure 1898 (Act 
V of 1898), in a prosecution for any offence agamst tlns Act.-

:o (a) an accused shall be a competent witness, to 'Yhom an oath may. be 
administered ; and he shall be liable to the same purushment for refusmg 
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to answer questions put to him, or for giving false answers to them, as any 
other witness ; and ' 

(b) where an accused does not appear as a witness, the Court may 
draw such inference from that fact as it think~ just. -

583. Application of fines.-The Court imposing any fin~ und·~r this S 
Act may direct that the whole or any part thereof shall be applied in or towards 
payment of the costs of the proceedings, or in or towards the rew.uding the 
person on whose information or at whose instance . the fine is recovered. 

584. Production and inspection of books where· offence sus 
pected.-(1) If on an application made to a Judge of a· High CoUrt in 10 
chambers by the Public Prose~utor of the State or by the Central Government, 
it is shown that there is reasonable cause to believe that any' perso11 has 
while an officer of a company, committed an offence in connection with 
the management of the company's affairs and that evidence of the commis
sion of the offence is to be found in any books or papers of or under the 15 
control of the company, an order may be made- · · · 

(i) authorh-ing any person named therein· to inspect the said books 
or papers or any of them for the purpose of investigating, and 
obtaining evidence of, the offence ; or 

(ii) requiring the managing agent or manager of the company or 20 
such other officer thereof as may be named in the order to pro
duce the said books or papers or any of them to a person named 
in the o~der at a place so named. · 

(2) Sub-section (1) shall apply also in relation to any books or papers 
of a person carrying on the business of banking so far as they relate to the 25 
company's affairs, as it applies tt\ any books or papers of or under the control 
cf the company, except that no such order as is referred to in clause (i1) there-
of shall be made by virtue of this sub-sectjon. 

(3) The decision of a Judge of the High Court on an application under 
this section shall not be appealable. · · · 30 

585. Penalty for false statements.-If in any return, report, certi
fica"te, balance sheet, prospectus, statement or other document, required by 
or for the purposes of any of the provisions of this Act, any person 
makes a statement false in any material p:micular, knowing it to be false, 
he shall, save as otherwise expressly provided in this Act, be punish1ble 3.> 
with imprisonment for a term whtch may extend to two· years, and shall 
also b~ liable to fine. 

586. Penalty for false evidence.-If any p:!rson intention:ally gives 
false evidence- · · -

(a) upon any ex1mination upon oath or solemn affirmltion, authorised 40 
under this Act ; or 

(b) in any affidavit, deposition or solemn affirm1tion, in or about the 
winding up of any company under this Act, or otherwise in or 
about any muter arising under this Act; 

r.·~ shall be punishable with imprisonment for a term which m:ay extend to 45 
t•- vcn years, and shall also be liable to fine. 

587. Penalty for wrongful wlthholding of property.-{!) Any 
o~ccr or employee of a company who- . 

ta) wrongfully obtains possession of any property of . a com~y, or 
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(b) having any such property in his possession, wrongfully withholds 
it or knowingly applies it to purposes other than those expressed 

" · or directed in the articles and authorised by this Act, 

shall, on the complaint of the company or any cre:iitor or co::1tributory there
S of, be punishable with fine which m~y extend to one thousand rupees. 

(2) The Court trying the offence m1y also order such ojicer or em
ployee to deliver up or refund within a tim'! to be fixed by the Court any 
such property wrongfully obtained or wrongfully withheld or knowingly mis
applied, or in default, to suffer imprisonment for a term which may extend 

10 to two years. 

588. Penalty for improper use of· ~ord · "Limited ".-If any 
. person or persons trade or carey on bu<>ine3s under any n1m! or title of which 
the word "Limited " or any contraction or imitation of th~t w..>rd is the last 
word, that person.or each of those persons sh<lll, unless duly incorporated 

15 with limited liability, be punishable with fine which m~y extend to fifty 
rupees for every day upon which that name or title h1s been used. 

Legal Proceedings 

589. Power. to require .limited company to give s:curlty for 
20 costs.-Where a limited compmy is plaintiff or p~titioner in any suit or other 

: legal proceeding, any Court having jurisdiction in the m1tter m1y, if there is 
reason to believe that the compmy will be un~ble to pay the costs of the 

· · defendant,.:if he is successful in his defence, require sufficient ·security to b~ 
given for those costs, and m1y stay all proceeding~ until the security is given. 

590. Po~~r of Court to grant relief in certain cases.-(r) If in 

25 any proceed;ng for negligence, default, breach of duty, misfeasance or breach 
of trust against an officer of a company, or a person employed by a company 
as auditor (whether he is or is not an officer of the company), it appears to 
the Court hearing the case that that officer or person is or may be liable in 
respect of the negligence, default; breach of duty, misfeasance or breach of 
trust, but that he h~s acted honestly and reasonably, and that having re-

30 gard to all the circumstances of tlJ,e case, including those connected with his 
appointment, he ought fairly to be excused for the negligence, default, breach 
of duty, misfeasance or breach of trust, that Court may relieve him either 
wholly or partly, from his liability on such terms as the Court may think fit. 

(2) Where any such officer or person aforesaid has reason to apprehend 
35 that any claim will or might be made against him in respect of any negli

gence, default; breach of duty, misfeasance or breach of trust, he may apply 
to the Court for relief, and the Court on any such appliCation shall have the 
same power to relieve him as under this section it would have had if it had 

40 been a Court before which proceedings against that person for negligence, 
default, breach c.f duty, misfeasance Qr breach of trust had been brought. 

- ' (3) Where the managing agent of a company is a firm or body corporate 
every partner in the firm or every director of the body corporate, as the case 
may be, shall be deemed to be an officer of the com pat y for the purposes of 

45 
sub-sections {I) and (2). 

' Reduction of fees payable to company 

591. Power of company to reduce fees, charges, etc. payable to it. 
:-(1) A company which is entitled to any specified fee, charge or other sum 
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by virtue of any provision contained in this Act or in its articles, may re. 
duce the amount thereof to such extent as it thinks fit ; and thereupon such 
provision shall, so long as the reduction is in force, have effect as if the 
reduced amount had been substituted for the fee, charge or sum specified 
in such provision. $ 

(2) Any reduction made under sub-section (1) may, at any time, be 
cancelled or varied by the company. . 

Delegation of powers and functions of Central Government 

59Z. Delegation by Central Government of its powers and func
tions under Act.-(r)The Central Government may, by notification in the 10 
0 fficial Gazette, delegate any of its powers or functions under this Act to 
such authority or person, and subject to such conditions, restrictions and 
limitations, as may be specified in the notification:· . 

(2) A copy of every notification issued under sub-section (1) shall, as 
soon as may be after it is issued, be placed before each House of Parlia, IS 
ment. 

Annual Report on Working of Act 

593· Annual report by Central GDvernment,_;_ The Central Govern
ment shall cause a general annual report on the working and administration 
of this Act to be prepared and laid before both Houses of Parliament. 20 

Schedules, Forms and Rules . . 
594· Power to alter or add. to Schedules.-( I) Subject to the provi

sions of this section, the Central Government may, by notification in the 
Official Gazette, alter or add to any of the regulations, rules, tables, forms and 
other provisions contained in any of the Schedules to this Act, except Schedules 2$ 
XI and XII. · 

(2) Any alteration or addition notified under sub-section (I) shall have 
effect as if enacted in this Act and shall come into force on the <;tate of the noti
fication, unless the notification otherwise directs: 

Provided that no such alteration or addition to or in Table A of Schedule 30 
I shall apply to any company registered before the dat~ of such alteration or 
addition. · 

595· Forms in Schedule X to be used.-The forms in Schedule 
X (as altered or added to from time to time in pursuance of the power con
ferred by section 594), or forms as near thereto as circumstances admit, shall, 35 
be used in all matters to which those forms refer. - · 

596. Power of Central Government to make rules.-{r) In addi
tion to the powers conferred by section 594, the Central Government may, by 
notification in the Official Gazette, make rules- - -. 

(a) for all or any of the matters which by this Act are to be, or may be 40 
prescribed by the Central Government i and . • · 

. . ~.. ! 

(b) generally to carry out the purposes of this Act.· 

(2) Every rule so notified shall have etfect as if emcted in this Act, an·d 
shall come into forc11 9ll the date of the notification, unless the notification 45 otherwise directs. - · · 
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s97· Power of Supreme Court to make rules.-{1) The Supreme 
Court, after consulting the High Courts,-

(a) shall make rules providing for all matters relating to the winding 
up of companies which, by this Act, are to be prescribed except 
the matters reserved to the Central Government by sub-section· 
(3) of section 512 ; and 

(b) may, from time to time, make rules consistent with the Code of 
Civil Procedure, 1908 (V of 1908)- . 

(•1 as to the mode of proceedings to be had for winding up a company 
in High Courts and in Courts subordinate thereto; . 

(ii) for the voluntary winding up of companies, whether by members 
or by creditors; 

(iii) for the holding of meetings of creditors and members in connec-
- tion with proceedings under section 362; . 

(iv) for giving effect. to the provisions of this Act as to the reduction 
of the capital and the sub-division of the shares of a company; 
and 

( v) generally for all ·applications to be made to the Court under the 
provisions of this Act. 

· 20 (2) Without prejudice to the gen~rality · of the foregoing power, the 
Suprem~ Court may, by such rules, enable or require all or any of the pow.!rs 
and duties conferred and imposed on the Court by this Act, in resp~ct of the 
following matters, that is to say-

(a) the holding and conducting of meetings to ascertain the wishes 
25 ·of ·creditors and contributories ; 

(b) the settling oflists of contributories and the rectifying of the register 
of members where required, and collecting and applying the 
assets; 

(c) the payment delivery, conveyance, surrender or transferofmoney, 
30 property, books or papers to the liquidator ; 

(d) the making of calls ; 
(e) the fixing of a time within which debts and claims shall be 

proved; 
to be exercised or performed by the liquidator as an officer of the Court, and 

35 subje~ to the control of the Court: 

Provided that the liquidator shall not, without the special leave of the 
Court, rectify the register of members or make any call. · 
. · (3) Untilrules.are made by the Supreme Court as aforesaid, all rules made 
by any High Court on the matters ·referred to in this section and in force at 

40 the commencement of this Act shall continue to be in force in so far as they are 
not inconsistent with the provisions of this Act. 

Repeals and of ·saving.~ . 

598 .. Certain provisions of Act Lfi of·1951 in form set forth in Sche
dule XI to be in force for three years from commencement of Act.--The 

45 provisions inserted in the Indian Companies Act, 1913 (VII of 1913) by sections 
2, 3· 4• 5· 6, and 8 of the Indian Companies (Amendment) Act., 195! (LI of 
1951), in the modified form set forth in Schedule XI, shall continue to be in 

'force for a period of three years from the commencement of this Act; and 
shall thereafter be repealed. 
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599· Repeal of Acts specified in ScheduleXU.--{I) The enactments 
mentioned in Schedule XII are hereby: repealed to the extent specified in 
the fourth column thereof. 

6oo. Saving of orders, rules etc., in force a;t Commencement of Act.
Nothing-in this Act shall affect any order, rule, regulation, appointment, :s 
conveyance, mortgage, deed, document or agreement made, fee directed, reso
lution passed, direction given, proceeding taken, instrument executed or 
issued, or thing done, under or in pursuance of any previous companies law; 
but any such order, rule, regulation, appointment, conveyance, mortgage, 
deed, document, agreement, fee, resolution, direction, proceeding, instru- IO 
ment or thing shall, if in force at the commencement of this Act, continue to 
be in force, and so far as it could have been made, directed, passed; given, 
taken, executed, issued or done under or in pursuance of this Act, shall have 
effect as if made, directed, passed, given, taken, executed, issued or done under 
or in pursuance of this Act. IS 

601. Saving of operation of section 138 of Act VII of 1913;-Nothing 
i~ this Act shall affect the- operation of section I38 of the Indian ·Com
panies Act, I913 (VII of 19I3), as respects inspectors appoint ed befor~, or 
as respects the continuation of an inspection begun by inspectors appo
inted before, the commencement of this Act; and the provisions of this Act 20 
shall apply to a report of inspectors appointed under the said section I38 as 
they apply to a report of inspectors appointed under section 2zo or 222 of 
this Act. · 

6o2. Saving of pending prbceedings for winding ·up.-The pro
visions with respect to winding up contained in this Act shall not apply 25 
to any company of which the winding up has commenced before the 
commencement of this Act; but every such company shall be wound up ,,_ 
in the same manner and with the same incidents as if this Act had not 
been passed. 

603. Saving of prosecutions instituted by liquidator or Court under 30 
section 237 of Act VD of 1913.-Nothing in this Act shall affect any prose
cution instituted or ordered by the Court to be instituted undet section 237 of 
the Indian Companies Act, 19I3 (VII of I913); and the Court shall have ll\e 
same power of directing how any costs, charges, and expenses properly 
incurred in any such prosecution are to be defrayed as it would have had 35 
if this Act had not been passed. 

604. Construction of references to fC)rmer enactments in docu
ments. Any document referring to any former enactment relating to com
panies shall be construed as referring to the corresponding enactment of 
this Act. 40 

605. Construction of'' registrar of joint stock companies " in Act 
XXI of 186o.-In sections I and 18 of the Societies Registration Act, 186o 
(XXI of 18i.Jo), the words" registrar of joint stock companies" shall be 
construed to mean the Registrar under this Act. 

6o6. Appointment under previous companies laws to have effect 45 
as if made under hct.-Any person appointed to any office under or by 

- virrue of any previous companies law shall be deemed to have beer:. appo
inted to that office under or by virtue of this Act. ' 
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6o7. Former registration offices continued.-The offices existing 
at the commencement of this Act for the registration of companies shall 
be continued as if they had been established under this Act. 

6oS. Registers under previous companies laws to be deemed to 
5 · be part of registers under Act.-Any register kept under the provis!om of 

any previous companies law sh.aU be deemed to be part of the register 
to be kept under the

1
corresponding provisions of this Act. 

609. Funds and accounts under Act to be in continuation of 
funds and ·accounts under previous companies laws.-All funds 

10 constituted and accounts kept under this Act shall be deemed to be 
in continuation of the corresponding funds constituted and accounts kept 

· under the previous companies laws. . 

15 

20. 

610. Saving of incorporation under repealed Acts.-Nothing in 
this Act shall affect the incorporation of any company registered under any 
enactment here by repealed. 

611. Saving of certain Tables under previous companies laws:--
Nothing in this Act, shall affect · . 

(a) Table B in the Schedule annexed to Act No. XIX of 1857, or any 
part thereof, so far as the same applies to any company existing 
at· the commencement of this Act ; 

(b) Table A in the First Schedule annexed to the Indian Comp1nies 
Act, 1882 (VI of 1882), or any part thereof, so far as the same 

-II"' - . 
applies to any company existing at the commencement of this 
Act; . 

zs (c) Table A in the first Schedule to the Indian Comp:mies Act, 19i3 
(VII of 1913), either as originally contained in that Schedule 
or as altered in pursuance of section 151 of that Act, so far as 
the same applies to any company existing at the commencement 
of this Act. 

612. Section ·6 of General clauses Ac:t, 1897• (X of 1897) to apply 
30 · in addition to sections 6oo to 6n of Act.-The rn'!ntion of plrticular 

matters in sections 6oo to 611 or in any other section of this Act shall not 
prejudice the general application of section 6 of the Gen~ral Clause~ 
Act, 1897 (X of 1897), with respect, to the effect of repeals. 
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THE SCHEDULES 

SCHEDULE I, 

[See sections 2 (I) and 24 (I) 

TABLE A 

Regulations for management of a company limited by shares. S 

Interpretation. 

I. (I) In these regulations-
(a) "the Act " m::ans the Companies Act,·. I954· 
(b) "the seal" m::ans the comm)n seal Qf the company. 
(c) "section" means a section of the Companies Act, I954· IO 

(2) Unless the context otherwise requires, words or expressions con
tained in these regulations shall bear the same meaning as in the Act or any 
statutory modification thereof in force at the date at which these regula-
tions become binding on the company. · 

(3) The General Clauses Act, I897 (X of I897). shall apply to the IS 
interpretation of these regulations as it applies to the interpretation of a 
Central Act. 

Share capital and variation of rights 
2. Subject to the provisions, if any, contained in the memo1andum 

of association of the company, and:' without· prejudice. to any special rights 20 
previously conferred on the holders of any ~xisting shares or class of shares 
in the company- , 

(a) preference shares m1y be issued with ·such· rights as respects 
dividend and as respects capital, being rights consistent with 
sub-section (2) of section 79, as the company m'ly, from· time 25 to time, by ordinary resolution dt!termine ; and 

(b) where the Central Govemm!nt has accorded its consent under 
section S1, shares in the company may. be issued with such 
preferred, deferred, or o.ther special rights or such restrictions 
whether in regard to dividend, voting, return of capital or other
wise as the company may, from time to time, by specia1 resolu- 30 
tion, determine, consistently with the terms subject to which 
the Central Government accorded its consent. 

3· Subject to the provisions of section 74·, any preference shares may, 
with the sanction of an ordinary resolution, be issued on the terms 

35 that they are, or at the option of the company are liable, to be redeemed 
on such terms and in such manner as the .company before the issue of 
the shares may, by special resolution, determine. 

4· (1) If at any time the share capital_is divided into qifferent classes 
of shares, the rights attached to any class (unless otherwise provided by the 40 terms of issue of the shares of that class) may, subject to the provisions of 
sections 99 and IOO, and whether or not the company is being wound up, 
be varied with the consent in writing of the holders of three-fourths of the 
issued shares of that class, or with the sanction of a special resolution passed 
at a separate general meeting of the holders of the shares of that class. 45 
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(2)_ To every such separate ge~eral meeting, the prov1s10ns of these 
regulatiOns relatmg to general meetmgs shall mutatis mutandis apply, but so 
t~at the necessary qu?rum shall. be two persons at least holding or represen
tmg by proxy one-thud of the tssued shares of the class in question. 

5 . 5· 'J?le rights conferred u~on the holders of the shares of any class 
t~sued wtth preferred or other rtghts shall not, unless otherwise expressly 
provided by the terms of issue of the shares of that class, be deemed to be 
varied . by the creation or issue of further shares ranking pari passu 
therewtth. 

10 6. (I) The company may exercise the powers of plying commissions 
conferred by section 70, provided that the rate per cent or the amount of 
the commission paid or agreed to be paid shall be disclosed in the m 1n'ler 
required by the said section. · 

(i) The rate of the commission shall not exceed the rate of IO per cent 
15 of the price at which the shares in respect whereof the sam'! is p1id are 

issued or an amount equal to IO per cent or such price, as the case IDlY be. 

(3) The commission may be satisfied by the payment of cash or th~ 
allotment of fully or partly paid shares or partly in the one way and partly 
in the other. · · 

20 (4) The company may also, on any issue of shares, pay such broker-
age as may be lawful. 

,, - . 7· Except as required by law, no person shall be recognised by the 
company as holding any share upon any trust, and the compmy shall not 
be bound by, or be compelled in any way to recognise (even wh~n havin~ 

25 
-notice thereof), any equitable, contingent, future or partial interest in any 
share or any interest in any fractional part of a share or (except only as by 
these regulations or by law otherwise provided) any other rights in respect 
of any share except an absolute right to the entirety thereof in the registered 
holder. 

8. (I) Every person whose name is entered as a m~mber in the regist-:r 
30 of members shall be entitled to receive within three months afcer allotment 

· or registration of transfer (or within such other period as the condi.tions 
of issue shall provide)- · . 

(a) one certificate for all his shares without payment, or 

(b) several certificates, each for one or more of his sh:tres, up.:m 
35 payment of one rupee for every certificate after the first. 

( 2 ) Every certificate shall be under t~e seal and shall spxify the sh:ll"es 
·to which it relates and the amount patd up thereon. 

· (3) In respect of any share or sh~res held jointly by sevc::~al p:!rsom, 
the company shall not be bound to tssue more ~h~ one c~rttficate, and 

40 delivery of a certificate for a share to one of several Jomt holders shall be suffi-
cient delivery to all such holders. 

· 
9

. If a share certificate is defaced, lost _or des~royed, it m1y be renewc::~ 
.on payment of such fee, if any, not. excee~mg etght annas, and on suc.1 
terms, if any, as to evidence and mdemru~ . and ~he. paym;nt of out of 

45 pocket expenses incurred by the company m mvesugaunz evtdence, as th! 
directors think fie. 
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Lien. 

Sch, 1-contt!, 

ro. ( ~) The company shall have a first and paramount lien-
(a) on every share (not being a fully-paid share), for all moneys 

(whether presently payable or not) called or payable at a fixed time 
in respect of that share, and 5 

(b) on all shares (not being fully-paid shares) standing registered in 
the name of a single person, for all moneys presently payable by 
him or his estate to the company: · 

Provided that the directors may at any time declare any share to be 
wholly or in part exempt from the provisions of this clause. 10 

(2) The company's lien, if any, on a share shall extend to all dividends 
payable thereon. · 

II. The company may sell, in such manner as the directors think fit, any 
shares on which the company has a lien : 
Provided that no sale shall be made- I 5 

(a) unless a sum in respect of which the lien exists is presently payable, or 
(b) until the expiration of fourteen days after a notice in writing stating 

and demanding payment of such part of the amount in respect ot 
which the lien exists as is presently payable, has been given to the 
registered holder for the time being of the share or the person 20 
entitled thereto by reason of his death or insolvency. 

I2. (I) To give effect to any·such sale, the directors may authorise some 
person to transfer the shares sold to the purchaser thereof. _ 

(2) The purch1ser sh1ll b! registered as the holder of the shares comprised 
in any such transfer. 

(3) The purchaser shall not be bound to see to the application of the 
purchase money, nor shall his title to the shares be affected by any irregularity 
or invalidity in the proceedings in reference to the sale. . 

2) 

I3. (I) The proceeds of the sale shall be received by the company and 
applied in payment of such part of the amount in respect of which the lien 30 
exists as is presently payable. · 

(2) The residue, if any, shall, subject to a like lien for sums not presently 
payable as existed upon the shares before the sale, be paid to the person 
entitled to the shares at the date of the sale. 

Calls on shares. 

I4. (I) The directors may, from time to time, make calls upon the members 
in respect of any moneys unpaid on their shares (whether on account·of the 
nominal value of the shares or by way of premium) and not by the conditions of 
allotment thereof m1de payable at fixed times : . · 

35 

Provided that no call shall exceed one-fourth of the nominal value of the 4c 
share or be. p.1yable at less th'ln one month from the date fixed for the 
paym~nt of the last preceding call. 

(2) E 1ch m ~mber sh'lll, subject to receiving at least fourteen days' notice 
specifying the time or times and place of paym.:.!nt, pay to th~ company at the 
time or tim:!s and place so specified the amount called on his snares, - 45 

iSM of L~w. 
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(3) A call m1y be revoked or postponed at the discretion of the drtectors. 
IS. A call shall be deemed to have been made at the time when the 

resolution of the directors authorising the call was passed and may be required 
to be paid by instalments. 

I6. The joint holders of a share shall b:! jointly and severally liable to pay 
all calls in respect thereof. 

I7. (I) If a sum called in respect of a share is not paid before or on the 
day appointed for payment thereof, the person from whom the sum is due shall 
pay interest thereon from the day appointed for payment thereof to the time 

1 o of actua! payment at 5 per cent per annum or at such lower rate, if any, as 
the directors may determine. 

(2) The directors shall be at liberty to waive payment of any such interest 
wholly or in part. · 

I8. (I) Any sum which by the terins of issue of a share becomes payable 
15 on allotment or at any fixed date, whether on account of the nominal value of 

the share or by way of premium, shall, for the purposes of these regulations, 
be deemed to be a call duly made and payable on the date on which by the 
terms of issue spch sum becomes payable. 

(2) In case of non-paym'!nt of such sum, all the relevant provisiom of 
20 these regulations as to payment of interest and expemes, forfeiture or other

wise shall apply as if such sum had becom! payable by virtue of a call duly 
made and notified. · 

19. The directors-

(a) may, if they think fit, receive from any member willing to advance 
25 the same, all or any part of the moneys uncalled and unpaid upon 

any shares held by him ; and 
(b) upon all or any of the moneys so advanced, may (until the same 

would, but for such advance, become presently payable) pay 
interest at such rate not exceeding, unless the company in general 

30 meeting shall otherwise direct, six per cent per annum, as may 
be agreed upon between the directors and the member paying 
the sum in advance. 

Transfer of shares. 
20. (I) The instrument of transfer of any share in the company shall be 

35 executed by or on behalf of both the transferor and transferee. -
(2) The transferor shall be deemed to remain a holder of the share until 

the name of the transferee is entered in the register of members in respect 
thereof. 

21. Shares in the company may be transferred in any usual or common 

40 form or any other form which the directors may approve or in the following 
form:-
"I, A. B. of , in consideration of the sum 
of rupees paid to me by C. D. of ....................... . 
(hereinafter calleJ "the transferee"), do hereby transfer to the transferee the 

45 share [or shares] numbered .......................................... to ................. . 
inclusive, in the undertaking called the ......... Company, Limited, to hold 
unto the said transferee, his e"ecutors, adminis~tors and assigns, subject to 



Sch. i-contd. 
251 

the several conditions on which I held the same immediately before the 
execution hereof ; and I, the transferee, do hereby agree to take the said share 
(or shares) subject to the conditions aforesaid. 

As witness our hands this 
day of 

Witness to the signatures of, etc." 

22. The directors may, subject to the right of appeal conferred by section 
105, decline to register-

(a) the transfer of a share, not being a fully paid share, to a person of 

s 

whom they do not approve, or ·. IO 

(b) any transfer of shares on which the comp~y has a 'lien. 

23. The directors may also decline to recognise any instrument of 
transfer unless -

(a) a fee of two rupees is paid to the company_ in respect thereof;-
(b) the instrument of transfer is accompanied by the certificate of the IS 

shares to which it relates, and such other evidence as the direc-
tors may reasonably require to show the right of the transferor 
roma~~trans~;~ · · 

(c) the instrument of transfer is in respect of only one class of shares. 
( . 

24. The registration of tran~fers may be suspended at such times and 20 
for such periods as the directors may from time to time determine : 

Provided that such registration shall not be suspended for more than 
forty-five days in any year. 

25. The company shall be entitled to charge a fee not exceeding twO 
rupees on the registration of every probate, letters of administration, certificate 25 
of death or marriage, power of attorney, ~r other instrument. 

Transmission of ·shares 

26. (I) On the death of a member,. the survivor or survivors where 
the member was a joint holder, and his legal representatives where he 
was a sole holder, shall be the only persons recognised by the company as having 30 any title to his interest in the shares. 

(2) Nothing in clause (I) shall release the estate of a·deceased joint 
holder from any liability in respect of any share which had been jointly held 
by him with other persons. ' 

27. (I) Any person becoming entitled to a share in consequence of the 35 
death or insolvency of a member may, upon such evidence being produced aa 
may from time to time properly be required by the directors and subject as 
hereinafter provided, elect, either- . · 

(a) to be registered himself as holder of the share, or . 
(b) to make such transfer of the share as the deceased or insolvent 40 

member could have made. . ~ 
, (2) Th~ dir~ctors shall, in either case, ~ave the· same right to decline or 

iUSpend reg1Strat10n as they would have had, tfthe deceased or insolvent mem• 
ber had transferred the share before the death or insolvency. 
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28. (I) If the person so becoming entitleq shall elect to be registered 
as holder of the share himself, he shall deliver or send to the company a notice 
in writing signed by him stating that he so elects. 

(2) If the person aforesaid shall elect to transfer the share, he shall 
5 _ testify his election by executing a transfer of the share. 

(3) All the limitations, restrictions and provisions of these regulations 
relating to the right to transfer and the registration of transfers of shares shall 
be applicable to any such notice or transfer as aforesaid as if the death or in
solvency of the member had not occurred and the notice or transfer were a 

10. transfer ·signed by that member. 

29. A person becoming entitled to a share by reason of the death or 
insolvency of the holder shall be entitled to the same dividends and other 
advantages to which he would be entitled if he were the registered holder of the 
share, except that he shall not, before being registered as a member in respect 

15 of the share, be entitled in respect of it to exercise any right conferred by 
membership in relation to meetings ofthe company :· 

. Provided that the directors may at any time give notice requiring 
any o;uch person to elect either to be registered himself or to transfer the share, 
and if the notice is not complied with within ninety days, the directors may 

.20 thereafter withhold payment of all dividends, bonuses or other moneys 
payable in respect of the share, until the requirements of the notice have been 
complied with. 

Forfeiture of shares 
30. If a member fails to pay any call or instalment of a call on the day 

2S appointed for payment thereof, the directors may, at any time thereafter during 
such time as any part of the call or instalment remains unpaid, serve a notice 
on him requiring payment of so much of the call or instalment as is unpaid, 
together with any interest which may have accrued. 

35 J.· 

31. The notice aforesaid shall-'" 

(a) name a further day (not earlier than the expiration of fourteen days, 
from the date of service of the notice) on or before which the 
payment required by the notice is to be made ; and 

(b) state that, in the event of non-payment on or before the day 
· so named, the shares in respect of which the call was made 

will be liable to be forfeited. 
· .' 32. If the requirements of any such notice as aforesaid are not complied 

with, any share in respect of which the notice has been given may at any time 
thereafter, before the payment required by the notice has been made, be 
for(eited by a resolution of the directors to that effect. 

40 33· (I) A forfeited share may be sold or otherwise disposed of on such 
terms and in such manner as the directors think fit. 

(2) At any time before a sale or disposal as aforesaid, the directors 
may cancel the forfeiture on such terms as they think fit. 

: 34· (I) A person whose shares have been forfeited shall cease to be a 
45 member in respect of the forfeited shares, but shall, notwithstanding the 

forfeiture, remain liable to pay to the company all moneys which, at the date 
of forfeiture, were presently payable by him to the company in respect of 
the shares. 
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. (2) The liability of. such person shall:cease if~nd when the compau"y shall 
have received payment m full of all such moneys m respect of the shares. 

35· (1) A duly verified declaration in writing that the declarant is a 
director, the managing agent, the manager or the secretary of the company, 
and that a share in the company has been duly forfeited on a date stated in the 5 
declaration, shall be conclusive evidence of the facts therein stated as against 
all persons claiming to be entitled to the share. · 

(2) The company may receive the consideration, if any, given for the 
share on any sale or disposal thereof and may execute a transfer of the share 
in favour of the person to whom the share is sold or disposed of. 10 

(3) The transferee shall thereupon be registered as the holder of the 
share. · 

(4) The transferee shall not be bound to see·~o the application of the 
purchase money, if any, nor shall his title to the share be affected by any 
irregularity or invalidity in the proceedings in reference to the forfeiture, sale IS 
or disposal of the share. 

36. The provisions of these regulations as to forfeiture shall apply· in the 
ease of non-payment of any sum which, by the terms of issue of a share, becomes 
payable at a fixed time, whether on account of the nominal value of the share 
or by way of premium, as ifthe same had been payable by virtue of a call duly 20 
made and notified. 

Conversion of shares into stock 
37· The company may, by or.dinary resolution

(a) convert any paid up shares into stock·; and 
(b) reconvert any stock into paid up share~ of any denomination. 

;, 

38. (1) The holders of stock may transfer the same or any part thereof 
in the same manner as, and subject to the same· regulations, under 
which, the shares from which the stock arose might before the conversion have 
been transferred, or as near thereto as circumstances admit : 

25 

Provided that the directors may from time to time fix the mmtmum 30 
amount of stock transferable, so however that such minimum shall not 
exceed the nominal amount of the shares from which the stock arose, 

39· The holders of stock shall, according to the amount of stock held by 
them, have the same rights, privileges and advantages as regards dividends, 
voting at meetings of the company, and other matters, as if they held the 35 
shares from which the stock arose; but no such privilege or advantage (except 
participation in the dividends and profits of the company and in the assets on 
winding up) shall be conferred by an amount of stock which would not, if 
existing in shares, have conferred that privilege or advantage. 

40, Such of the regulations of the company (other than those relating to 
share warrants), as are applicable to paid up shares shall apply to stock and 4° 
the words "share, and "share holder" in those regulations shall include 
"stock" and "stock-holder" respectively. 

Share-warrants 
41. The company may issue share warrants ·su~ject to, and in accordance · ' 

with, the provisions of sections 108 and 109 ; and accordingly the directors 45 
may in their discretion, with respect" to any share which is fully paid up, on 
application in writing signed by the person registered as holder of the share, 
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and authenticated by such evidence (if any) as the directors may, frdill time tO 
time, require as to the identity of the person signing the request, and on 
receiving the certificate (if any) of the share, afld the amount of the stamp 
duty on the warrant and such fee as the directors may from time to time require, 

S issue, a share warrant. 

42. (I) The bearer of a share warrant may at any time deposit the 
warrant at the office of the company, and so long as the warrant remains so 
deposited, the depositor shall have the same right of signing a requisition for 
calling a meeting of the company, and of attending and voting and exercising 

IO the other privileges of a member at any meeting held after the expiration of 
two clear days from the time of deposit, as if his name were inserted in the 
register. of memben as the holder of the shares included in the deposited 
warrant. 

(2) Not more than one person shall be recognised as depositor of the 
IS share warrant. 

(3) The company shall, on two days' written notice, return the deposited 
share warrant to the depositor. 

43· (I) Subject as herein otherwise expressly provided, no person shall, 
as bearer of a share warrant, sign a requisition for calling a meeting of the 

20 company, or attend, or vote or exercise any other privilege of a member at a 
meeting of the company, or be entitled to receive any notices from the 
company. 

(2) The bearer of a share warrant shall be entitled in all other respects to 
the same privileges and advantages as if he were named in the register of 

25 members as the holder of the shares included in the warrant, and he shall be 
a member of the company. 

44· The directors may, from time to time, make rules as to the terms on 
which (if they shall think fit) a new share warrant or coupon may be issued 
by way of renewal in case of defacement, loss or destruction. 

30 Alteration of Capital 

35 

.40 

4S 

. 45· The company may, from time to time, by ordinary resolution increase 
the share capital by such sum, to be divided into shares of such amount, as 
may be specified in the resolution. 

46. The company may, by ordinary resolution,-

(a) consolidate and divide all or any of its share capital into shares of 
larger amount than its existing shares ; · 

(b) sub-divide its existing shares or any of them into shares of smaller 
. amount than is fixed by the memorandum of association, subject, . 

nevertheless, to the provisions of clause (d) of sub-section (I) 
of section 8~ ; 

(c) cancel any shares which, at the date of the passing of the resolution, 
have not been taken or agreed to be taken by any person. 

47· The company m~y'· by special ~esolution, reduce in an_y manner and 
with, and subject to, any mc1dent authonsed and consent reqwred, by law-

( a) its share capital; 

(b) any capital redemption reserve fund; or. 

(c) any share premium account. 
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General meetings 

48. All general meetings other than annual general meetings shall be 
called extraordinary gent:ral meetings. 

49· (I) The directors may, whenever they think fit, call an extraordinary 
general meeting. S 

(2) If at any time there are not within India directors capable of 
acting who are sufficient in number to form a quorum, .any director or 
any two members of the company may call an extraordinary general meeting, 
in the same manner as nearly as possible, as that in which such a meeting 
may be called by the directors. IO 

Proceedings at general meeting~ 

so. (I) No business shall be transacted at any. general meeting unless a _ 
quorum of members is present at the time when the meeting proceeds to 
business. · 

(2) Save as herein otherwise provided, five members present in person 15 
in the case of a public company, and two members present in person in the 
case of a private company, shall be a quorum. 

(3) lfwithin half an hour from the time appointed for holding the 
meeting a quorum is not present, the meeting, if called upon the requisition 

20 of members, shall be dissolved. 

(4) In any other case, the meeting shall stand adjourned to the same day 
in the next week at the same time ru¥f place or to such other day and at such 
other time and place as the directors may determine. . 

(S) If at the adjourned meeting a quorum is not present within half an 
hour from the time appointed for the meeting, the members present shall be 2 5 
a quorum. 

51. The chairman, if any, of the board of directors shall preside as chair-
mln at every general meeting of the company. . . . . 

52. If there is no such chairman, or if he is not present within fifteen 
minutes after the time appointed for holding the meeting, - or is 30 
unwilling to act as chairman of the meeting, the directors present. shall 
elect one of their number to be chairman of the meeting. 

53· If at any meeting no director is willing to act r.s chairman or if no 
director is present within fifteen minutes after the time appointed for 
holding the meeting, the members present shall choose one of their number 35 
to be chairman of the meeting. 

54· (1) The chairman may, with the consent of any meeting at which a 
quorum is present and shall if so directed by the meeting, adjourn the meet
ing from time to time and from place to place. 

(2) No business shall be transacted at any adjourned meeting other than 40 
the business left unfinished at the meeting from which the adjournment 
took place. 

(3) When a meeting is adjourned for thirty days or more, notice of the 
adjourned meeting shall be given as in the case of an original meeting . 

. (4) Save as aforesaid, it shall not be necessary to give any notice of an 45 
adjournment or of the business to be transacted at an ~djourned meeting, 
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55· In the case of an equality of votes, whether on a show of hands or on 
a poll, the chairman of the m~ting at which the show of hands takes place, 
or at which the poll is demanded, shall be entitled to a second 6r casting vote. 

56. Any business other than that upon which a poll has been demanded 
5 may be proceeded with, pending the taking of the poll. 

Votes of members 

51· (I) Subject to any rights or restrictions for the time being attached 
to any class or classes of shares -

10 (a) On a show of hands, every member present in person shall have 
one vote, and . 

(b) On a poll, the voting rights of members shall be as laid down in section 
So. 

58. In the case of joint holders, the vote of the senior who tenders a vote 
whether in person or by proxy, shall be accepted to the exclusion of the votes 

15 of the other joint holders. 
For this purpose, seniority shall De determined by the order in which the 

names stand in the register of members. 
59· A member of unsound mind, or in respect of whom an order has been 

made by any Court having jurisdiction in lunacy, may vote, whether on a 
20 show of hands or on a poll, by his committee or other legal guardian, and any 

such committee or guardian may, on a poll, vote by proxy. 

60. No member shall be entitled to vote at any general meeting unless 
all calls or other sums presently payable by him in respect of shares in the 
company have been paid. 

25 61. (I) No objection shall be raised to the qualification of any voter 
except at the meeting or adjourned meeting at which the vote objected to is 
given or tendered, and every vote not disallowed at such meeting shall be valid 
for all purposes. · 

(2) Any such objection m1de in due time shall be referred to the chairman 
30 of the meeting, whose decision shall be final and conclusive. . ~ 

62. The instrument appointing a proxy and the power of attorney or 
other authority, if any, under which it is signed or a-notarially certified copy 
of that power or authority, shall be deposited at the registered office of the 
company not less than 48 hours before the ~ime . for hol.ding the meeting or 

35 adjourned meeting at which the person nruned m the mstrument proposes 
to vote, or, in the case of a poll, not less than 24 hours b-efore the time 
appointed for the taking of the poll; and in default the instrument of 
proxy shall not be treated as valid. 

63. An instrument appointing a proxy shall be in either of the forms ln 
40 Schedule IX to the Act or a form as near thereto as circumstances admit. 

64. A vote given in accordance with the terms of an instrument of proxy 
shall be valid notwithstanding the previous death or insanity of the principal 
or the revocation of the proxy or of th~ au~hority under which the proxy was 
executed, or the transfer of the shares m respect of which the proxy is given : 

45 Provided that no intimation in writing of such death, insanity, revocation 
or transfer shall have been received by the company at its office 

J· before the commencement of the meeting or adjourned meeting- at whicl} the 
proxy is useq, . . . . . 
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Directors 

65. The number of the directors and the names of the first directors shall 
be determined in writing by the subscribers of the memorandum of association 
or a majority of them. · 

66. (I) The remuneration of the directors shall, in so far as it consistS 
5 of a monthly payment, be deemed to accrue from day to day. 

(2) In addition to the remuneration payable· to them in pursuance 
of the Act, the directors may be paid all trav::lling, hotel and other expenses 
properly incurred by them 

(a) in attending and returning from meetings of the directors or any Io 
committee of the directors or general meetings of the company ; or 

(b) in connection with the business of the company. 

67. The qualification of a director shall be the holding of at least one share 
in the company. 

68. The directors may pay all exrenscs incurred in getting up and registers- IS 
ing the company. · 

69. The company m~ exercise the powers conferred by section 45 
with regard to having an official seal for usc abroad, and such powers shall be 
vested in the directors. 

70. The company may exercise the powers conferred upon the company 20 
by sections 150 and 15I with regard to the keeping of a foreign register, and 
the directors may (subject to t,f!e provisions of those sections). make. and 
vary such regulations as they may think fit respecting the keeping of any 
such register. 

71. All cheques, promissory notes, drafts, hundis, -bills of exchange and 25 
other negotiable instrurnerts, and all receipts for moneys paid to the company, 
shall be signed, drawn, accepted, endorsed, or otherwise executed, as the case 
may be, by the managing agent of the company, or where there is no mana
ging agent, by such person and in such manner as the directors shall from time 
to time by resolution determine. 

30 
71.. Every director present at any meeting of ·directors or o!a com- ·· 

mittee of directors shall sign his name in a book to be kept for that purpose. 

73. ( 1) The directors shall have power at any time, and from time to . 
time, to appoint a person as an additional director who shall hold office until , 
the next following general meeting. . _ • 3s 

(2) Such person shall however be eligible for appointment by the com
pany at that meeting as a director, after the meeting has, if necessary, increased 
the number of the directors. 

Proc~eding~ of Direc~ors 
74· (1) The directors may meet .together for the despatch of business, 40 adjourn and othe~ise regulate their meetin~. as they think fit~ 

(2) A director inay, and the managing agent, ml,lnager or secretary on the 
requisition of a director shall, at any time, summon a meeting of the directors. 

. 1St (1) Questions arising at any meeting of the_ ~irectors shall be 45 
decided by a majority.of votes. 
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(2)· In case of an equality of votes, the chairman shall have a second 
or casting vote. 

76. The continuing directors may act notwithstanding any vacancy in 
their body; but, if and so long as their number is reduced below the quorum 

5 fixed by the Act for a meeting of directors, the continuing directors or 
director may act for the purpose of increasing the number of directors 
to that · number, or of summoning a general meeting of the 
company, but for no other purpose. 

77· (I) The directors may elect a chairman of their meetings and deter· 
IO mine the period for wbich he is to hold office. 

(2) If no such chairman is elected, or if at any meeting the chairman 
is not · present within five nUnutes after the tinte appointed for 
holding the meeting, the directors present may choose one of their 
number to be chairman of the meeting. . 

15 78. (I) The directors may, subject to the provision> of the Act, delegate 
any of their powers to committees consW:ing of such member or members 
of their body as they think fit. . 

(2) Any committee so formed shall, in the exercise of the powers 
so delegated, conform to any regulations that nfty be imposed on it by the 

20 directors. 

7_fJ· (I) A committee may elect a chairman of its meetings. 

2) If no such ch~irman is elected, or if at any meeting the chairman 
is not present within five minutes after the time appointed for 
holding the meeting, the members pre ent may choose one of their 

25 number to be chairman of the meeting. 

So. (I) A committee may meet and adjourn as it thinks proper. 

(2) Questions arising at any meeting of a committee shaH be aetermined 
by a majority of votes of the members present, and in case of an equality 
of votes, the chairman shall have a second or casting vote. 

81. All acts done by any meeting of the directors or of a committee of 
3° directors, or by any person acting as a director, shall, notwith<>tanding that it 

may be afterwards discovered that there was some defect in the appoint~ 
ment of any one or more of such directors or of any person acting as afore~ 
said, or that they or any of them were disqualified, be as valid as if every such 

<!!S' director or such person had been duly appointed and was . qualified to be ~ 
~ director. · 

82. Save as otherwise expressly provided in the Act, a resolution in 
writing; signed by all the directors or all the members of a committee of direc
tors for the time being entitled to receive notice of a meeting of the directors 

40 or committee of directors, shall be as valid and effectual as if it had been 
passed at a meeting of the directors or committee of directors, duly convened 
and held. · · 

,. Manager or. Secretary 

8]. (I) A manager or secretary may be appointed by th'! directors for 
such term, at such remuneration and upon such conditions as ·they may 

45 think .fit ; and any manager or secretary so appointed may be removed 
by them_. · · · 
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(2) A director may be appointed as manager or secretary. 
84. A provision of the Act or these regulations requiring or authorising 

a thing to be done by or to a director and the manager or secretary shall not 
be satisfied by its being done by or to the same person acting both as director 
and as, or in place of, the manager or secretary. 

The Seal 

85. (I) The directors shall provide for the safe custojy of the seal. 

(2) The seal of the company shall not be affixed to any instrument except 
by the authority of a resolution of the board of directors or of a committee .. 
of directors authorised by th~ directors in that be\lalf, and except in the pre- Io 
sence of at teast two directors and of the secretacy or such other person as the 
directors may appoint for the purpose ; and those two directors and secretary 
or other person as aforesaid shall sign every instrument to which the 
seal of the company is so affixed in their presence. 

Dividends and Reserve 

86. The company in general meeting may declare dividends, but no 
dividend shall exceed the amount recommended by the directors. 

87. The directors may from time to time pay to the members such 
interim dividends as appear to the directors to be justified by the profits of the 
company. 20 

. ·' 
88. (1) The directors may, ·before recommending any dividend, set 

aside out of the profits of the company such sums as they think proper 
as a reserve or reserves which shall, at the discretion of the directors, 
be applicable for any purpose to which the profits of the company may be 
properly applied, including provision for meeting contingencies or for 

2 equalising dividends; and pending such application, may, at the like discret- 5 
ion, either be employed in the business of the company or be invested 
in such investments (other than shares of the company) as the directors may, 
from time to time, think fit. 

(2) The directors may also carry forward any profits which they may ,. 0 think prudent not to divide, without setting them aside as a reserve. 3 

89. (I) Subject to the rights of persons, if any, entitled to shares with· 
special rights as to dividends, all dividends shall be declared and paid according •. 
to the amounts paid or credited as paid on the shares in respect whereof the 
dividend is paid, but if and so long as nothing is paid upon any of the shares 3S 
in the company, dividends may be declared and paid according to the amounts 
of the shares. · 

(2) No amoUI\t paid or credited as paid on a share in advance of calls 
shall be treated for the purposes of this regulation as paid on the share. 

(3)' All dividends shall be apportioned and paid proportionately to the 
amounts paid or credited as paid on the shares during any portion or portions 40 

of the period in respect of which the dividend is paid ; but if any share is 
issued on terms providing that it shall rank for dividend as from a particular 
date, such share shall rank for dividend accordingly. 

90. The directors may deduct from any dividend payable to any member 
all sums of money, if any, presently payable by him 10 the company on account 45 
of calls or otherwise in relation to the shares ofthe company. 
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91. (I) Any general meeting declaring a dividend or bonus may direct 
payment of such dividend or bonus, wholly or pru-t:ly, by the distribution of 
specific assets ; and in particular of paid up shares, debentures or debenture 
stock of any other company or in any one or more of such ways ; and the direc-

5 tors shall give effect to the resolution of the meetting. 

(2) Where any difficulty arises in regard to such distribution, the direc
tors may settle the same as they think expedient, and in particular may issue 
fractional certificates and fix the value for distribution of such specific assets 
or any part thereof and may determine that cash payments shall be made 

10 
tO any members upon the footing of the value so fixed in order to ·adjust the 
rights of all parties, and may vest any such specific assets in trustees as may 
seem expedient to the directors. . · . _ . 

92. (I) Any dividend, interest or other moneys payable in cash in res 
pect of shares may be paid by cheque or warrant sent through the post directed 

I$ to the registered address of the holder or, in the case of joint holders, to the 
registered address of that one of the joint holders who is first named on the 
register of members or to such person and to such address as the holder or 
join~ holders may in writing direct. 

(2) Every such cheque or warrant shall be made payable to the order of 
20 the person to whom it is sent. 

93· Any one of two or more joint holders of a share may give effectual 
receipts for any dividends, bonuses or other moneys payable in respect of such 
share. 

94· Notice of any dividend that may have been declared shall be given 

25 to the persons entitl~d to share therein in the manner mentioned in the Act 

9'5· No dividend shall bear interest against the company. 

Accounts 

96. (I) The directors shall from time to time determine whether and 
to what extent and at what times and places and under what conditions or 

30 
regulations, the accounts and books of the company or any of them shall be 
open to.the inspection of members not being directors. 

(2) No member (not being a director) shall have any right of inspecting 
. • any account or book or document of the company except . as conferred by 

law or authorised by the directors or by the company in general meeting. 

35 
Capitalisation of profits 

97· (I) The company in general meeting may, upon the recommendation 
of the directors, resolve--

(a) that ids desirable to capitalise any part ofthe amount for the time 
being standing to the credit of any of the company's reserve 
.accounts or to the credit of the profit and loss account or other
wise available for distribution, and 

(b) that such sum be accordingly s~t free for distribution in the manne~ 
specified in clause (2) amongst the members who would have 
been entitled thereto, if distributed by way of divide•.1d and in 
the same prop?rtions. 
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(2) The sum aforesaid shall not be I?aid in cash but shall be applied, sub
·ect to the provision of clause (3), either m or towards-
) (a) paying up any amounts for t~e time ~eing unpaid on any shares 

held by such members respecuvely, or 
(i1) paying up in full, unissued shares or debentures of the company S 

to be allotted and distributed, credited as fully paid up, to and 
amongst such members in the proportions aforesaid, or 

(iiJ) partly in the one way and p3rtly in the other. 

(3) A share premium account and a capital redemption reserve fund may~ 
tor the purposes of this regulation, only be applied in the paying up of unissued IO 
shares to be issued to members of the company as fully paid bonus shares. 

(4) The directors shall give effect to the resqlution passed by the 
company .in pursu tnce of this regulation. . • 

~- (I) Whenever such a resolution as aforesaid shall have been passed, 
the directors shall- IS 

(a) make all appropriations and applications of the undivided profits 
resolved to be capitalised thereby, and all allotments and issues 
of fully paid shares or debentures, if any, and 

(b) generally do all acts and things required to give effect thereto. 

(2) The directors shall have full power-
(a) to make such provision by .the issue of fractional certificates or by 

payment in cash or otherwise as they thirik fit, for the case of 
shares or debentures becoming distributable in fractions; and 
also · · 

20. 

(b) to authorise any person to enter, on behalf of all the members en- 25 
titled thereto, into an agreement ·with .the company providing 
for the allotment to them respectively, credited as fully paid 
up, of any further shares or debentures to which they may be 
entitled upon such capitalisation, or (as the case may require) 
for the payment up by the company on their behalf, by the 30 
application thereto of their respective proportions of the profits 
resolved to be capitalised, of the amounts or any part of the 
amounts remaining unpaid on their existing shares. 

(3) Any agr_eement made under such authority shall be effective and 
bincling on all such members. 

Winding up 
99· (1) If the company shall be wound up, tM liquidator may, with the 

sanction of a special resolution of the company and any other sanction re
quired by the Act, divide amongst the members in specie or kind the whole 

35 

or any part of the assets of the company, whether they shall consist of property 40 
of the same kind or not. . . - . 

(2) For the purpose aforesaid, the liquidator may set such value· as he 
deems fair upon any property to be divided as aforesaid and may deter
mine how such division shall be carried out as between the members or 
different classes of members. 

(3) The li_quidator may, with the like sanction, ves~ the whole or any part 45 
of such assets m trustees upon such trusts for the benefit of the contributories 
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as the liquidator, with the like sanction, shall think fit, but so that no member 
shall be compelled to accept any shares or other securities whereon there it 
any liability. 

Indemnity 
· 5 100. Every officer or agent for the time being of the company sh!lll be 

indemnified out of the assets of the company against any liability incurred by 
him in defending any proceedings, whether civil or criminal, in which judg
ment is given in his favour or in which he is acquitted or in connection with 
any application under section 590 in which relief is granted to him by the 

IO Court.· 

• 

15 

20 

TABLE B 

(See sections 533 and 570). 

Table of(ees to be paid to the Registrar 
I. By a company having a share capital 

Rs. A. P. 
1 • For registration of a company whose nominal · share 

capital does not exceed Rs. 2o,ooo, a fee of ••• 40 o o 

2. For registration of a company whose nominal· share 
capital exceeds· Rs. 20,000, the above fee of forty 
rupees, with the follo"ing additional fees regu
lated according to the amount of nominal capital:-

For every 10,000 rupees of nominal share capital, 
or part of 10,000 rupees, after the first 20,000 rupees 
up to 50,000 rupees ••• . •. . •. . .• 
For every 10,000 rupees of nominal share capital, or 
part of 10,000 rupees, after the first 50.000 rupees 
up to xo,oo,ooo rupees •• 

For every 10,000 rupees of nominal share capital, or 
part of 10,000 rupees, after the first 1o,oo,ooo 

rupees ·~· 

20 0 0 

5 0 0 

I 0 0 

30 
3· For registration of· any increase of share capital made 

after the first registration of the company, the same fees per 
10,000 rupees or part of 10,000 rupees, as would have been 
payable if such i~creased s~are capital_ ha~ formed . part of the 
original share cap1tal at the t1me of reg1strauon: 

35 Provided that no company shall be liable to pay in respect 
of nominal share capital on registration, or afterwards, any 
greater amount of fees than 1,000 rupees, taking into account, in 
the case of fees payable on an increase of share capital after 
registration, the fees paid on registration. 

. 40 

45 

_ 4· For registratio~ of any existing company, except su~h 
companies as are by th1s Act exempted from payment of fees m 
respect of registration under this Act, the same fee as is charged 
for registering a new company. · 

5· For filing or registering. any document by this Act required 
or authorised to be filed or reg1stered, other than-

(a) the memorandum or the abstract required to be filed 
with the Registrar by a receiver, or 
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(b) the statement required to be filed with the Registrar by 
the liquidator in a winding up 

a fee of 
6. For making a record of or registering any fact by 

this Act required or authorised . to be recorded or registered by 
the Registrar, a fee of •. 

II. By a company not having a share capital 

1· For registration of a company whose number of members 
as stated in the articles of association, does not exceed 20, a fee of 

8. For registration of a company whose number of members 
as stated in the articles of association, exceeds 20 9ut does not 
exceed roo, a fee of •• 

9. For registration of a company whose number of members 
as stated in the articles of association, exceeds 100, but is not 
stated to be unlimited, the above fee ofRs. 100 with an additional 
Rs. s for every so members, or less number than 50 members, after 
the first 100. 

10. For registration of a company in which the number of 
members is stated in the articles of association to be unlimited, 
a fee of 

II. For registration of any increase on the number of members 
made after the registration of the <;ompany, the same fee as 
would have been payable in respect· of such increase, if such 
increase had been stated in the articles of association at the time 
of registration: 

Provided that no company shall be liable to pa yonthe 
whole a greater fee than Rs. 400 in respect of its number of mem
bers, taking into account the fee paid on the first registration . 
of the company. 

12. For registration of any existing company excet>t such 
companies as are by this Act exempted from payment of fees in 
respect of registration under this Act, the same fee as is charged 
for registering a new company. 

13. For filing or registering any document by this Act 
required or authorised to be filed or registered with the Registrar 
other than-

(a) the memorandum or the abstract required to be filed 
with the Registrar by a receiver, or 

(b) the statement required to be filed with the Registrar 
by the liquidator in a winding up, 

a fee of .• 

s-o-o 

s-o-o 

40·0·0 ' 

1oo-o-o 

400-0-0 

s-o-o 
14. For making a record of or registering any fact by this 

Act required or authorised to be recorded or registered by the 
Registrar, a fee of , • s-o-o 

10 

20 

25 

30. 

35 
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SCHEDULE II 

[See sections 39(2) (a) and (51).] 

Matters to. be specified in Prospectus and Reports to bel set out therein 

Part I 

MAITERS TO BH SPECIFIED 

I. (I) Save as provided in clause 27 the contents of the memorandum 
with the names, descriptions and addresses of the signatories and the number 
of s~ares subscribed for by them . 

. (2) The number of founders, or management or deferred shares, if any 
IO and the nature and extent of the interest of the holders in the property and 

profits of t~e .:ompany. 

(3) The number of redeemable preference shares intend~d to be issued 
with the date of redemption or, where no date is fixed, the period of notice 
required and the proposed method of redemption. 

I 5 2. The number of shares, if any, fixed by the articles as the qualification 
of a director, and any provision in the articles as to the remuneration of the 
directors whether for their services to the company as directors, managing 
directors or otherwise. 

3· (1) The names, descriptions and addresses of-

zo (a) the directors or proposed directors; 
- (b) the· managing director or proposed managing director, if any; 

(c) the managing agent or proposed managing agent, ifany; 
(d) the manager or proposed manager, if any. 

(2) Any provision in the. articles or in any contract which has been 
25 entered into as to the appointment of a managing director, managing agent 

or manager, the remuneration payable to him, and the compensation, if any, . 
payable to him for loss of office. 

35 

40 

45 

4· In the case of a company managed by a mmaging agent which is a 
body corporate, the subscribed capital of that body. 

5· Whe~e shares are offered to the public for subscription, particulars 
asto- · 

(a) the minimum amount which, in the opinion of the directors 
arrived at after due inquiry, must be raised by the issue of those 
shares in order to provide the sums, or, if any part thereof is 
to be defrayed in any other manner, the balance of the sums, 
required to be ·provided in respect of each ?f the following 
heads and distinguishing the runount requued under ea<..:h 
head:-

(i) the purchase price of any property purchased or to be purchased 
· which is to be defrayed in whole or in part out of the proceeds 

of the issue ; 
(ii) any preliminary expenses payable by the company, and any 

commission so payable to any person in consideration of his 
agreeing to subscribe for, or of his procuring or agreeing to 
procure subscriptions for, any shares in the company ; 
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(iia) the repayment of any mo~eys borrowed by the company in 
respect of any of the foregom~ matters ; 

(iv) working capital; 

(v) any other expenditure, stating the nature and purpose thereof 
and the estimated amount in each case ; and ., S 

(b) the amounts to be provided in respect of. the matters aforesaid 
otherwise than out of the proceeds of the tssue and the sources • 
out of which those amounts are to be provided. 

6. The time of the opening of the subscrip~ion lists. 

7· The amount payable on application and allotment on each share, and IO 
in the case of a second or subsequent offer of shares, the amount offered for 
subscription on each previous allotment made within the two preceding years, 
the amount actually allotted, and the amount, if a~y, paid on the shares so 
allotted. 

8. The substance of any contract or arrangement or proposed contract I 
or arrangement, whereby any option or preferential right of any kind has been 
or is proposed to be given to any person to subscribe for any shares in or 
debentures of a company, giving the number, description and amount of any 
such shares or debentures and including the following particulars of the 
option or right :- · 

• (a) the period during which the option or right is exercisable, 
"'- 20 ·, . 

' 

(b) the price to be paid for,.shares or debentures subscribed for under 
the option or right, · 

(c) the consideration, if any, given or to be given for the option or right 
or for the right thereto, · · 

(d) the names, descriptions, and addresses of the persons to whom the 
option or right or the right thereto was giveu or, if given to exist
ing share- holders or debenture holders as such, the description 
and numbers of the relevant shares or debentures, 

(e) any other material fact or circumstance relevant to the grant of the 30 
option or right. 

Explanation.-Subscribing for shares or debentures shall for the ptirposes 
of this clause, include acquiring them from a person to whom they have been 
allotted or agreed to be allotted with a view to his offering them for sale. 

9· The number, description, and amount of shares and debentures which 3S 
within the two preceding years have been issued, or agreed to be issued, as 
fully or partly paid up otherwise than in cash, and in the latter case the extent 
to which they are so paid up, and in either case the consideration for which 
those shares or debentures have been issued or agreed to be issued: 

Io. The amount payable by way of premium, if any, on each share which 40 
has been or is to be issued, stating the dates of issue and, where some shares 
have been or are to be issued at a premium and other shares of the same class 
at a lower premium, or at par or at a discount, the reasons for the differentia
tion and how any premiums received have been or are to be disposed of._ 

II. Where any issue of shares or debentures is underwritten the names· 4S 
of the un~er-writcrs, and the opinion of the directors that the resources of the 
under-wnters are sufficient to discharge the under-~riting obligations. · 
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12. (I) As respects any property to which this clause applies

(a) the names, descriptions and addresses of the vendors; 
(b) the amount paid or payable in cash, shares or debentures to 

the vendor and, y;here there is more than one separate vendor, 
or the company ts a sub-purchaser, the amount so paid or 
payable to each vendor, specifying separately the amount, if 
any, paid or payable for goodwill ; 

(c) the nature of the title or interest in such property acquired or to 
be acquired by the company ; 

' · (d) short particulars of every transaction relating to the property 
completed within the two preceding years, in which any vendor 
of the property to the company or any person who is, or was 
at the time of the transaction, a promoter or a director or proposed 
director of the company had any interest, direct or indirect, 
giving the date of the transaction and the name of such promoter, 
director or proposed director and stating the amount payable 
by or to such vendor, promoter, director or proposed director 
in respect of the transaction. 

(2) The property to which sub-clause (1) applies is property purchased 
20 or acquired by the company or proposed so to be purchased or acquired, which 

is to be paid for wholly or ]iirtly out of the proceeds of the issue offered for· 
subscription by the prospectus or the purchase or acquisition of which has not 
been completed at the date of the issue of the prospectus, other than property-

( a) the contract for the purchase or acquisition whereof was entered 
25 into in the ordinary course of the company's business, the con

tract not being made in contemplation of the issue nor the issue 
in consequence of the contract ; or 

(b) as respects which the amount of the purchase money is not 
material. 

30. (3) For the purposes of this clause, where any of the vendors is a 
firm, the members of the P,rm shall not be treated as separate vendors. 

13. The amount, if any, or the nature and extent of any consideration, 
paid within the two preceding years, or payable, as commission to any 
person (including commission so paid or payable to any sub-underwriter, 

35 who is a promott;.r or officer of the company) for subscribing or agreeing to 
subscribe, or procuring or agreeing to procure subscriptions for any shares 
in, or debentures of the company; and giving also the following particulars 
namely:-

(a) the name, descnption, address and occupationofeach such person; 
40 (b) particulars of the amounts which each has underwritten or sub-

underwritten ; 
(c) the rate of the commission payable for such underwriting or sub

underwriting ; 
(d) any other material term or condition of the underwriting or sub-

45 underwriting contract with such person ; and 

(e) when such person is a company or a firm, the nature of any interest 
direct or indirect, in such company or firm of any promoter 
or officer of the company in respect of which the prospectus is 
issued . .,. 
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14. (I) Save as provided in clau;e 27, the amount or estimated amount 
of preliminary expenses and the persons by whom any of those expenses 
have been pai::l or are payable. 

(2) Save as afore;aid, the am)unt or estim1ted amount of the expemes of 
the issue and the persons by whom any of those expemes have been paid or S 
are payable. 

IS. Any amount or benefit paid or given within the two preceding years 
or intended to be paid or given to any promoter and the consideration for the 
payment or the giving of the benefit. 

I6. (I) The dates of, parties to, and general nature of- 10 
(a) every contract appointing or fixing the remuneration of a mmaging 

director, managing agent or mmager whenever entered into, 
that is to say, whether within, or more than, two y\!ars before 
the date of the prospectus ; 

(b) every other material contract not being a contract entered into in IS 
the ordinary course of the business carried on or intended to 
be carried on by the company or a- contract entered into more 
than two years before the date of the prospectus. 

(2). A reasonable time and place at which. any such contract or a copy 
thereof may be inspected. 20 

I7. The names and addresses of the auditors, 1fany, of the company. 

I 8. (I) Full particulars of the na~tire and extent of the interest, if any, of 
every director or promoter-

( a) in the promotion of the company; or 
(b) in the property acquired by the company within two years of the 2s 

date of the prospectus or proposed to be acquired by it. 

(2) Where the interest of such a director or. promoter -con'>ists in being a 
member of a firm or company, the nature and extent of the interest ofthe firm 
or company, with a statement of all sums paid or agreed to be paid to him or 
to the firm or company in ca'>h or shares or otherwise by any person either to · 3c:1 
induce him to become, or to qualify him as, a director, or otherwise for 
services rendered by him or by the firm or company in connection with .the 
promotion or formation ofthe company. 

I9. If the share capital of the company is divided into different 
classes of shares, the right of voting at meetings ofthe company conferred by, 35 
and the rights in respect of capital and dividends attached to, the several 
classes of shares respectively. · -

20. Where the articles of the company impose any restrictions . upon the 
members of the company in respect of the right to attend, speak or vote at 
meetings of the company or of the right to transfer shares, or upon the direc- 40 
tors of the company in respect of their powers of management, the nature and 
extent of those restrictions. 

21. (I) In the case of a company which has been carrying on business, 
the length of time during which the business of the company,, bas been carried 
~. ~ 

(2) If the company proposes to acquire a business which has been carried 
on for less than three years, the length of time during which the business has 
been carried on. ' 
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22. (I) If any reserves or profits of the company or any ofits subsidiaries:,: 
have been capitalised, particulars of the ca{'italisation. ', 

(2) Particulars of the surplus arising from the revaluation of the assets ofr 
S the company or any of its subsidiaries during the two years preceding the' ; 

date of the prospectus and the manner in which such surplus has been dealt I _ 
with. 

23. A reasonable time and place at which copies of all balance sheets and, 
- profit and loss accounts, if any, on which the report of the auditors under Part~ c 

IO II of this Schedule is based may be inspected. I 

15 

20 

25 

PART II 
REPORTS TO BE SET OUT 

24. (I) A report by the auditors of the company with respect to-

(a) profits and losses and assets and liabilities, in accordance with sub-· 
clause (2) or (3) of this clause, as the case may require ; and 

(b) the rates ofthe dividends, if any, paid by the company in respect 1: 
of each _ class of shares in the company for each of the five ; 
financial years immediately preceding the issue of the prospec- • 
tus, giving particulars of each such class of shares on which such r 
dividends have been paid and particulars of the cases in which r 
no dividends have been paid in respect of any class of shares for · 
any of those years ; -

and, if no accounts have been made up in res pect of any part of the period of : 
five years ending on a date three months before the issue of the prospectUs,. , 
containing a statement of that fact. 

(2) If the company has no subsidiaries, the report shall-
( a) so far as regards profits and losses, deal with the profits or losses 

of the company (distinguishing items of a non-recurring nature) 
for each of the five financial years immediately preceding the-

30 issue of the prospectus ; and -! 
(b) so far as regards assets and liabilities, deal with the assets and lia

bilities of the company at the last date to which the accounts of 
the company were made up. 

(3) If the compa.ny has:subsidiaries,~the report shall-
35 (a) so far as regards profits and losses, deal separately with the com-

pany's profits or losses as provided by sub-clause (2) and in 
addition, deal either-
(i) as a whole with the combined profits or losses of its subsidiar

ies, so far as they concern members of the company ; or 
40 (ii) individually with the profits or losses of each subsidiary,~[ so 

f r as they concern members of the company ; 
or, instead of dealing separately with the company's profits or losses, deal 
as a whole with the pwfits or losses of the company, and, so far as the.y concet? 
members of the company, with the-:- cc,mbined profits or losses of tts subst-

45 diaries ; and 
(b) so for as regards assests and liabilities, deal separately 11;ith the

company's assets and liabilities as provided by sub-clause (2) 
and in addition, deal either-
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(i) as a whole with the combined a~sets and liabilities of its sub
sidiaries, with or without the company's assets and liabilities, 
or 

(it) individually with the assets and liabilities of each subsidiary; 

and shall indicate as respects the assets and liabilities of the subsidiaries, S 
the allowance to be made for persons other than members of the company. 

25. If the proceeds, or any part of the proceed<;, ofthe i~sue of the shares 
()r debentures are or is to be applied directly or indirectly-

(i) in the purchase of any business ; or 
(ii) in the purchase of an interest in any bu~iness and by reason of IO 

that purchase or, anything to be ·.done ,in consequence 
thereof, in connection therewith, the company will become 
entitled to an interest, as respects either· the capital or profits 
and losses, or both, in such business exceeding fifty per cent 
thereof ; IS 

.a report made by accountants (who shall be named in the prospectus) upon-
(a) the profits or losses of the business for each of the five financial 

years immediately preceding the if sue of tbe prospectus; and 
(b) the assets and liabilities of the business at the last date to which the 

accounts of the business were made up, being a date not more 20 
than one hundred and twenty days before the date of the issue 
of the prospectus. 

26. (1) If- .·• 
(a) the proceeds, or any part ofthe proceeds, of the issue c.fthe shares 

or debentures are or is to be applied directly or indirectly in 25 
any manner resulting in the acquisition by the company of shares 
in any other body corporate ; and 

(b) by reason of that acquisition or anything to be done in conse
quence thereof or in connection therewitb, that body corporate 
will become a subsidiary of the company ; 30 

a report made by accountants (who shall be named in the prospectus) upon-
(t) the profits or losses of the other body corporate for each of the 

five financial years immediately preceding the issue of the 
prospectus ; and 

(ii) the assets and liabilities of the other body corporate at the last 35 
date to which its accounts were made up. 

(2) The said report sh!Jll-
(a) indicate how the profits or losses of the other body corporate dealt 

with by the report would, in respect of the shares to be acquired, 
have concerned members of the company and what allowance 40 
would have fallen to be made, in relation to assets and liabilities 
so dealt with, for holders of other shares, if the company had -
at all material times held the shares to be acquired ; and 

{b) where the other body corporate has subsidiaries, deal with the 
profits or losses and the assets and liabilities of the body cor- 45 
porate and its subsidiaries in the manner provided by sub
clause (3) of clause 24 of this Schedule in relation to the com
pany and its subsidiaries. 
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PART III 

PROVISIONS APPLYING TO PARTS I AND II· OF SCHEDULE 

27. Cause 1 (so far as it relates to the contents of the memorandum and 
particulars of the signatories and the shar;:s subscribed for by · them) and 

5 clause 14 (so far as it relates to preliminary expenses) of this Schedule shali 
not apply in the case of a prospectus issued more than two years after the 
date at which the company is entitled to commence business. . 

28. Every person shall, for tre purposes of this Schedule, be deemed to be 
a vendor who has entered into any contract, absolute or conditional, for ~e 

IO sale or purchase, or for any option of p111'chase, of any property to be acqw.r
ed by the company, in any case where-

(a) the purchase money is not fully paid at the date of the issue of the 
prospectus ; 

(b) the purchase money is to be paid ou satisfied wholly ?r ~ part out 
15 of the proceeds of the issue offered for subscnpt1on by the 

prospectus ; . 
(c) the contract depends for its validity or fulfilment on the result of that 

issue. 

29. Wl>ere any property to be acquiled by the company is to be taken on 
20 lease, this Scredule shall have effect as if the expression "vendor" included 

the lessor, and the expression "purchase money" included the consideration 
for tre lease, and the expression "sub-purchaser" included a sub-lessee. 

30. If in the case of a company which has been carrying on business, or 
of a business which has been carried on for less than five financial years, the 

25 accounts of the company or business have only been made up in respect of 
four such years, three such years, two such years or one such year, Part II 
of this Schedule shall haye effect as if references to four financial y~. three 
financial years, two financial years or one financial year, as the case may be, 
were substituted for references to five financial years . 

. 30 31. (1) The expression "financial year" in Part II of this Schedule means 
the period in respect of which the accounts of the comparoy or ofthe business, 
as the case may be, are made up, and where the accounts of the company or 
business have been made up for a period greater or less than a year, that 
shall for the purpose of that Part oLgreater or less period this Schedule, be 

35 deemed to be a financial year. 

(2) Where the five financial years immediately preceding the issue of the 
prospectus which are referred to in Part II of this Schedule cover a period 
of less than five years, re.ferences to the said five financial years in that 
Part shall ha':e effect as 1f refe_ren~es to a number of financial years the 

40 aggregate penod covered by which 1s not less than five years immediately pre
ceding the issue of the prospectus were substituted for references to the 
five financial years aforesaid. . 

45 

32. Any report required by Part II of this Schedule shall either-

( a) indicate by way of note any adjustments 9S respects the figures of 
any profits or losses or assets and liabilities dealt with by the 
report which appear to the persons making the report necessary; or 

(b) make those adjustments and indicate that adjustments have been 
made. 
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33· /uJy repott by acCI)unttults required by Part II oftbis &1edule-
(a) shall be xruu.t: by accountants q~Ufied under this Aa for appoint

ment a3 aud1tors oh company; and , 
(b) shan not be made by any aCCO\l.tlta,nt \\ilo is an officer or se:f\!'it'lt, 

or a partner of' or in the employment of an offker or servant, of the 5 
company or of the company's susbsldiary or holding company 
or of a subdd.iary oftlte company's holding company. 

For the purposes of this clause, the expr:ssion •~offictr" $hall include a 
proposed dite«or but not an auditor~ 
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SCHEDULE III 
(See section 64) 

FORM OF STATEMENT IN LIEU OF PROSPECTUS TO BE DELIVERED TO 
REGISTRAR BY A COMPANY WHICH DOES NOT ISSUE A PROSPECTUS 
OR WHICH DOES NOT GO TO ALLOTMENT ON A PROSPECTUS ISSUED, 
AND REPORTS TO BE SET OUT THEREIN. 

PART I. 
-

FORM OF STATEMENT AND PARTICULARS TO BE CONTAINED THEREIN. 

THE COMPANIES ACT, 1954· 
Statement in lieu of Prospectus delivered for registration by 

[Insert the name of the company.] 

Pursuant to section 64 of the Companies Act, 1954· 

Delivered for registration by 
The nominal share capital of the com-

Rs. 
Shares of Rs. each. 

IS pany. 
Divided into 

20 

4S 

Amount (if any) of above capital 
which consists of redeemable pre
ference shares. 

The earliest date on which the com
pany has power to redeem these 
shares. 
ames, descriptions and addresses of 

(a} directors or proposed directors. 
(b) managing director or proposed 

managing director. 
(c) managing agent or proposed 

managing agent. 
(d) .manager or proposed manager. 
Any provision in the Articles of the 

company or in any contract irres
pective of the time when it was 
entered into, as to appointment 
of and remuneration payable to the 
persons referred to in (a), (b), (c) and 
(d) above. 

If the share capital of the company 
is divided into different classes of 
shares, the right of voting at meet
ings of the company conferred by, 
and the rights in respect of capita! 
and dividends attached to, the 
several classes of shares respectively. 

Number and amount of shares and 1. 
debentures agreed to be issued as 
fully or· partly paid up otherwise 2. 
than in cash. 

" " " , " , 
Shares of Rs. each. 

shares of Rs. fully 
paid. 

• shares upon which 
Rs. per share 
credited as paid. 
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The consideration for the intended 3· 
issue of those shares and deben-

debenture 
Rs. 

tures. 4· Consideration :-

Number, <;iescription and amount of 1. 
any shares or debentures which any 
person has or is entitled to be given 

shares of Rs. . ..... and 
debentures of Rs. . .. ... s 

an option to subscribe for, or to 
acquire from a person to whom they 
have been allotted or agreed to be 
allotted with a view to his offering 
them for sale. 

Period during which option is exer- 2. Until 
cisable. 

Price to be paid for shares or deben- 3· 
tures subscribed for or acquired 
under option. 

Consideration for option or right to 
option. 

4· Consideration: 

Persons to whom option or right to 
option was given or, if given to 
existing shareholders or debenture 

5· Names and addresses :-

holders as such, the relevant shares 
or debentures. '.·· 

Names and addresses of vendors of 
property purchased or acquired, or 
proposed to be purchased or ac
quired by the company except 
where the contract for its purchase 
or acquisition was er.tered into in 
the ordinary course of the business 
intended to be carried on by the 
company or the amount of the 
purchase money is not material. 

Amount (in cash, shares or deben
tures) payable to each sep?"<>te 
vendor. 

Amount (if any) paid or payable (in Total purchase 
cash or shares or debentures) for any Cash 
such property, specifying amount Shares . 
(if any) paid o. payable for goodwill, Debentures • 

price -Rs. 
Rs. 
Rs 

Goodwill...... Rs. 

:Short particulars of any ttansaction 
relating to any such property which 
was completed within the two pre
Ct>cing years and ir which any 
vendor to the company or any per
son who is, or was at the time 
thereof, a promoter, director or pro
posed director of the company had 
.any interest, direct or indirect. 

Rs ......• 

---

IO 

IS 

20 

25 

30 

35 

40 

45 

so 
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Amount (if any) paid or payable as 
-commission for subscribing or 
agreeing to subscribe or procuring 
or agreeing to procure subscriptions 
for any shares or debentures in the 
company ;or 

Rate of the commission 

The number of shares, if any, which 
persons have agreed to subscribe 
for a . commission. 

If it is proposed to acquire any busi
ness, the amount, as certified by the 
persons by whom the accounts of 
the business have been audited, of 
the net profits of the business in 
respect of each of the three 
years immediately preceding the 
date of this statement, provided 
that in the case of a business which 
has been carried on for less than 
three years and the accounts of 
which have only been made up in 
respect of two years or one year, 
the above requirements shall have 
effect as if references to two years 
or one year, as the case may be, 
were substituted for references to 
three years, and in any such case 
the statement shall say how long 
the business to be acquired has 
been carried on. [Were the finan
cial year with respect to which 
the accounts of the business have 
been made up is greater or less 
than a year, references to three 
years, two years, and one year in 
this paragraph shall have effect as 
if references to such number of 
financial years as. in the aggregate, 
cover a period of not less then 
three years, two years or one year,. 
as the case may be, were substitu
ted for references to three years, 
two years and one year respectively. 

Estimated amount of preliminary ex
penses. 

By whom those expenses have been 
paid or are payable. 

Amount paid or intended to be paid 
to any promoter. 

Consideration for the payment 
Any other benefit giveD or intended 

to be given to an:; promoter. 

Amount paid. 
,; payable. 

Rate per cent. 

Rs. 

Name of promoter. 
Amount Rs. 
Consideration :

Name of promoter :-
Nature ;nfd \aiue of benefitl-
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Consideration for giving of benefit. Consideration :

Dates of, parties to and general nature 
of every material contract (other 
than (a) contracts appointing ' or _ 
fixing the remuneration of direc-
tors, managing director, manag-
ing agent or manager ; or (b) 
contracts entered into in the 
ordinary course of the business in-
tended to be carried o:t by the 
company or entered into more than 
two years before the delivery of this 
sta.ement) • 

Time and plac>: at which the contracts 
or copies thereof may be inspected 
or (1) in the case of a contract not 
reduced into writing, a memoran
dum giving full particulars thereof, 

• and (2) in the case of a contract 
wholly or partly in a language ' 
other than English, a copy of a 
translation thereof in English 
or embodying a translation in -
English of the parts in-' the other 
language, as the case may be, 
being a translation <;ertified in the 
prescribed manner to be a correct 
translation. 

Names and addresses of the auditors 
of the company (if any). 

Full particulars of the nature and 
extent of the interest of every 
director, managing director~ 
managing agent, or manager in the 
promotion of or in the property 
proposed to be acquired by the 
company, or where the interest of 
such a director consists in being a 
partner in a firm, the nature and 
extent of the interest of the firm, 
with a statement of all sums paid or 
agreed to be paid to him or to the 
firm in cash or shares, or otherwise, 
by any person either to induce him 
to become, or to qualify him as, a 
director, or otherwise for services 
rendered by him or by the firm in 
connection with the promotion or 
formation of the company. 
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20 

25 

30 

35 

40 

45 



:Sch, m-contd. 

10 

- 276 

(Signatures of the persons above
named as directors or proposed 
directors, or of their agents autho
rised in writing.) 

Date 

PART II 

REPORTS TO BE SET OUT 

1. Where it is proposed to acquire a business, a rep::>rt m1de by acc0unt
ants {who shall be named in the statement) upon-

(a) the profits or losses of the business in respect of each of the five 
financial years immediately preceding the delivery of the state
ment to the Registrar ; and 

(b) the assets and liabilities of the business at the last date to which 
the accounts of the business were made up. 

15 · , 2. (I) Where it is proposed to acquire shares in a body corporate which 
by_ reason of the acquisition or anything to be done in consequence thereof 
or in connection therewith will become a subsidiary of the company, a report 
made by accountants (who shall be named in the statement) with respect to 
the profits and losses and assets and liabilities of the other body corporate in 

20 accordance with sub-clause (2) or (3) of this clause as the case requires, in
dicating how the profits or losses of the other body corporate dealt with by the 
report would, in respect of the shares to be acquired, have concerned members 
ofthe company, and what allowance would have fallen to be made, in relation 
to assets arid liabilities so dealt with, for holders of other shares, if the company 

s had at all material times held the shares to be acquired. 

(2) If the other body corporate has no subsidiaries, the report referred 
to in sub-clause (I) shall-

(a) so far as regards profits and losses, deal with the profits or losses of 
the body corporate in respect of each of the five financial years 
immediately preceding the delivery of the statement to the 
Registrar ; and 

(b) so far as regards assets and liabilities, deal with the assets and liabili
ties of the body corporate at the last date to which the accounts 
of the body corporate were made up. 

35 (3)}Ifthe other body corporate has subsidiaries, the report referred to in 
sub-clause (I) shall-

40 

(a) so far as regards profits and losses, deal separately with the other 
body corporate's profits or losses as provided by sub-clause (I) 
and in addition deal either-

(i) a~ a whole with the combined profits or losses of its subsidiaries 
so far as they concern members of the other body corporate ; or 

. (ii) individually with the profits or losses of each subsidiary, so far, 
.as they concern members of the other body corporate ; 
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or instead of dealing separately with the other body corporate's profits 
' or losses, deal as a whole with the profits or losses of the other 

body corporate and, so far as they concern members of the other 
body corporate, with the combined profits or losses of its sub-
sidiaries ; and 5 

(b) so far as regards assets and liabilities, deal separately with the other 
body corporate's assets and liabilities as provided by sub-clause 
(I) and, in addition, deal either-

(i) as a whole with the combined assets and liabilities of its subsi
diaries, with or without the other body corporate's assets and IOO 
liabilities ; or 

(ir) individually with the assets and ·.liabilities of each subsidiary; 
and shall indicate, as respects 1 the -assets and liabilities of the 
sub-sidiaries, the allowance to be made for persons other 
than members of the company. 1 · 15 

PART ~II 

PROVISIONS APPLYING TO PARTS l AND II OF THIS SCHEDULE. 

3· (I) In this Schedule, the expression "vendor" includes a vendor as 
defined in Part III of Schedule II; and the expression "financial year" has the 
meaning assigned to it in that Part of that Schedule. 

(2) Sub-clause (2) of clause"3I of Schedule II shall apply to the interpre
tation of Part II of this Schedule as it applies to the interpretation of Part II 
of Schedule II. 

4· If in the case of a business which has been carried on, or of a body 
corporate which has been carrying on business, for less than five financial 
years, the accounts of the business or bod} corporate have only beeR made· up 
in respect of four such years, three such years, two such yt::.rs or one such 
year, Part II of this Schedule shall haye effect as if references to four finan
cial years, three financial years, two financial years or one financial year, as 
the case may be, were substituted for references to five financial years. 

5· Any report required by Part II of this Schedule shall either -

(a) indicate by way of note any adjustments as respects the figures of any 
profit or losses or assets and liabilities dealt with by the report which appear· 
to the person making the report necessary ; or 

(b) make those adjustments and indicate that adjustments have been 35 
r.nade. -

6. Any report by accountants required by Part II of this Schedulel

(a) shal~ be made by accountants qualified under this Act for appoint ... 
ment as auditors of a company ; and 

(b) shall not be made by any accountant who is an officer or servant, or a 4() 
partner of or in the employment of an officer or servant, of the company or • 
of the company's subsidiary or holding company or of a subsidiary of the 
com~any's holding company ; and for the purposes of this clause the ex.
presswn "officer" shall include a proposed director but not an auditor. 
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SCHEDULE IV 

[See section 39 (2)(b)]. 

s 

FORM OF STATEMENT IN LIEU OF PROSPECTUS TO BE DELIVERED TO REGISTRAR 
BY A PRIVATE COMPANY ON BECOMING A PUBLIC COMPANY AND REPORTS 
TO BE SET OUT THEREIN. 

PART! 

FORM OF STATEMENT AND PARTICULARS TO BE CONTAINED THEREIN. 
THE COMPANIES ACT, 1954· 

Statement in lieu of Prospectus delivered for registration by 
[Insert the name of the Company.] 

Pursuant to clause (b) of sub-section (2) of section 39 of the Companies 
Act, 1954. 
Delivered for registration by 
The nominal share capital of the company. Rs. 

~s Divided into Shares of Rs. each. 

Amount (if any) of above capital which 
consists of redeemable preference 
shares. 

The earliest date on which tpe company 
:20 has power to redeem these shares. 

Names, descriptions and addresses of 
(a) directors or proposed directors. 
(b) managing director or proposed 

managing director. 
25 (c) managing agent _or proposed 

managing agent. 
(d) manager or proposed manager. 

Any provision in the Articles of the com
pany or in any contract irrespective 

30 of the time when it was entered into, 
as to appointment of and remuneration 
payable to the persons referred to in 
(a) , (b), (c) and (d) above. 

Amount of shares issued . 
5 Amount of commissions paid in con

nection therewith. 
Amount of discount, if any, allowed on 

the issue of any shares, or so much 
thereof as has not been written off 

40 at the dare of the statement. 
Unless more than two years have elapsed 

since the date on which the company 
was entitled to commence business :
Amount of preliminary expenses. 

4S By whom those expenses have been 
paid or are payable. 

Amount paid to any promoter 

" " " 
" " " Shares of Rs. each. 

Shares. 

Rs. 

Name of promoter :
Amount Rs. 
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Consideration for the payment • Consideration :-
"2 . ~ 

Any other benefit given to any pro- Name of promoter :-
moter. Nature and vlaue of benefit :-

Consideration for giving of benefit Consideration :-
If the share capital of the company is 

divided into different classes of shares, 
the right of voting at meetings of the 
company conferred by, and the rights 
in respect of capital and dividends 
attached to, the several classes of shares 
respectively. 

I. shares. of 
paid. 

Rs. fully Number and amount of shares and de
bentures issued within the two years 
preceding the date of this statement 
as fully or partly paid up otherwise 
than for cash or agreed to be so issued 
at the date of this statement. 

2. shares upon which. 
Rs. per share 
credited as paid. 

3· debentures for Rs. Consideration for the issue of those shares 
or debentures. 4· Consideration :-

Number, description and amount of any 
shares or debentures which any person 
has or is entitled to be given an option 
to subscribe for, or to acquire from 
a person to whom they have _been 
allotted or agreed to be allotted with 
a view to his offering them for sale. 

I. 

Period during which option is exercisable. 2. Until 
Price to be paid for shares or debentures 3· 

subscribed for · or acquired under 
option. 

shares of Rs. 
deb~ntures of Rs. 

Consideration for option or right to 4· Consideration :-
option. 

Persons to whom option or right to option 
was given or, if given to existing share
holders or debenture holders as such, 
the relevant shares or debentures. 

Names and addresses of vendors of pro
perty (I) purchased or acquired by the 
company within the two years pre
ceding the date of this statement or 
(2) agreed or proposed to be pur
chased or acquired by the company, 
except where the contract for its pur
chase or acquisition was entered into 
in the ordinary course of business and 
there is no connection between the 
contract and the company ceasing to 
be a private company or where the 
amount of the purchase money is not 
material. 

Amount (in cash, shares or debentures) 
paid or payable to each separate vendor. 

5. Names and addresses :-

each 

and 

s 

10 

IS 

20 

25 

30 

. 35 

40 

45 

so 
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Amount paid or payable in cash, shares 
or debentures for any such property, 
specifying the amount paid or payable 
for goodwill. 

Total purchase price Rs ........ .. 

Cash 
Shares • 
Debentures 

Rs. 
. Rs. 
• Rs. 

Goodwill • Rs. 
5 Short particulars of any transaction · re

lating to any such property which was 
completed within the two preceding 
years and in which any vendor to the 

10 

IS 

20 

25 

30 

45 

so 

company or any person who is, or was 
at the time thereof, a promoter, director_ 
or proposed director of the company 
had any interest direct or indirect. 

Amount (if any) paid or payable as com- Amount paid. 
mission for subscribing or agreeing Amount Payable. 
to subscribe or procuring or agreeing Rate perZcent. 
to procure subscriptions for any shares 
or debentures in the company; or rate 
of the commission. 

The number of s}lares, if any, which per
sons have agreed to subscribe for a 
commission. 

If it is proposed to acquire any business, _ 
the amount, as certified by the persons 
by whom the accounts of the business 
have been audited, of the net profits 
of the business in respect of each of the 
three years immediately preceding the 
date of this statement, provided that 
in the case of a business which has 
been carried on for less than three years 
and the accounts of which have only 
been made up in respect of two years 
or one year the above requirements 
shall have effect lJS if references 
to two years or one year, as the case 
may be, were substituted for refer
ences to three years, and in any such 
case the statement shall say how long 
the business to be acquired has been 
carried on. Where the financial year 
with respect to which the accounts ~f 
the business have been made up ts 
greater or less than a year, references 
to three years, two years and one ye~ 
in this paragraph shall have effect as if 
references to such number of financial 
years as, in the aggregate, cover a 
period of not less than three years, two 
years or one year, as the case may be, 
were substituted for refertnces to three 
years, two years and one year respect-
ively, 
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Dates of, parties to, and general nature 
of every material contract [other than 
(a) contracts appointing or fixing the 
remuneration of directors, managing 
director, managing agent or mana
ger, or (b) contracts entered into in 
the ordinary course of business or 
entered into more than two years 
before th·! delivery of this statement]. 

Time and place at which the contracts or 
copies thereof may be inspected or (I) 

_ in the case of a contract not reduced 
into writing, a memorandum giving 
full particulars thereof, and (2) in the 
case of a contract wholly or partly in a 
language other than English a copy 
of a translation thereof in English or 
embodying a translation in English (or 
Hindi) of the parts in the other langu
age, as the case may be, being a trans
lation certified in the prescribed manner 
to be a correct translation. 

Names and addresses of the auditors of 
the company. 

Full particulars of the nature and extent of 
the interest of every director, manag

ing director, managing agent orcfuana
ger, in any property purchased or 
acquired by the company within the 
two years preceding the date of this 
statement or proposed to be purchased 
"or acquired by the company or, where 
the interest of such a director consists 
in being a partner in a firm, the nature 
and extent of the interest of the firm, 
with a statement of all sums paid OI;. 
agreed to be paid to him or to the firm 
in cash or shares, or otherwise, by any 
person either to induce him to become 
or to qualify him as, a director, or 
otherwise for services rendered or to 
be rendered to the company by him or 
by the firm. . 

Rates of the dividends (if any) paid by 
the company in respect of each class of 
shares in the company in each of the 
five financial years immediately 
preceding the date of this statement or 
since the incorporation of the com
pany, whichever period is shorter.· 

Particulars of the cases in which no divi
dends have been paid in respect of any 
class of shares in any of these years. 
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s 

IO 

IS 

20 

30 

35 

40 

45 

so 



5 

Sch. IV -contd. 282 

(Signatures o(!he persons above-named 
as directors or proposed directors or 
of their agents authorised in writing.) 

Date. 

PART II 

REPORTS TO BE SET OUT 

1. If unissued shares or debentur.!s of the company are to be applied in 
the purchase of a business, a report m1de by accountants (who shall be 
named in the statement) upon-

IO (a) the profits or losses of the business in respect of each of the five 
financial yeJ.rs imm~diately prec.!ding th'! d.!liv.!ry of the stlte
ment to the Registrar ; and 

(b) the assets and liabilities of the busin~ss ·at the last date to which 
the accounts of the. bmin::ss were m 1de up. 

15 2. (I) Ifunissued shares or debentures of the company are to be applied 
directly or indirectly in any manner resulting in the acquisition of shares in 
a body corporate which by reason of the acquisition or anything to b-:! done 
in s:onsequence thereof or in connection therewith will become a subsidiary 
of the company, a report made by accountants (who shall be named in th<! 

20 statement) with respect to the profits and losses and assets and liabilities of the 
other body corporate in accordance with sub-clause (2) or (3) of this clause, 
as the case requires, indicating how the profits or losses of the other body 
corporate dealt. with by the report would, in respect of the shares to be acquired, 
have concerned members of the company, and what allowanc~ would have 

25 fallen to be made, in relation to assets and liabilities so dealt with, for hold,.:rs 
- of other shares, if the company had at all m1terial times held the shares to be 

acquired. 

(2) If the other body corpora~ has no subsidiaries, the report referred 
to in sub-clause (I) shall- . 

30 (a) so far as regards profits and losses, deal with the profits or losses 
of the body corporate in respect of each of the five financial 
years immediately preceding the delivery of the statement to 

35 

40 

the Registrar ; and · · 

(b) so far as regards assets and liabilities, deal with the assets and liabili
. ties of the body corporate at the last date to which the accounts 
of the body corporate were made up. 

(3) If the other body corporate has subsidiaries, the report referred to in 
sub-clause (I) shall-

(a) so far as regards profits and losses, deal separately with the other 
body corporate's profits or losses as provided by sub-clause (2), 
and in addition deal either-

(i) as a whole with the combined profits or losses of its subsidiaries, 
so far as they concern members of the other body corporate ; 
or 
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(iz) individually with the profits or losses of each subsidiary, so far 
as they concern members of the other body corporate ; 

or, instead of dealing separately with the other body corporate's' 
profits or losses, deal as a whole with the profits or losses of the 
other body corporate and, so far as they concern members of 5 
the other body corporate, with the combined profits or losses 
of its subsidiaries ; and 

(b) so far as regards assets and liabihties, deal separately with the other 
body corporate's asset& and liabilities as provided by sub-clause 
(2) and m addition, deal either- 1o 

(z) as a whole with the combined assets and liabilities of its subsi
diaries, with or without the other body corporate's ~ssets and 
liabilities ; or 

(ir) individually with the assets and liabilities of each subsidiary ; 
and shall indicate, as respects the assets and liabilities of the 15 
subsidiaries, the allowance to be made ·for persons other than 
members of the company. 

PART III 
I 

PROVISIONS APPLYING TO PARTS I AND II OF THIS SCHEDULE 

3· (1) In this Schedule the expression ''vendor" includes a venjor as de
fined in Part III of Schedule II and the expression "financial year" has the 
meaning assigned to it in that Part of that Schedule .. 

(2) Sub-clause (2) of clause 3 I of Schedule II shall apply to the inter
pretation of Parts I and II of this S.:'hedule as it applies to the interpretation 
of Part II of Schedule II. 

4· If in the case of a. business which has been carried on, or of a body 
corporate which has been carrying on business, for less than five financial 
years, the accounts of the business or body corporate have only been made up 

20 . 

25 

in respect of four such years, three such years, two such years or one such 
year, Parts I and II of this Schedule shall have effect as if references to four 30 
financial years, three financial years, two financial years or one financial year, 
.as the case may be, were substituted for references to fivt financial years. 

5· Any report required by Part II cf this Schedule shall either-
(a) indicate by way of note any adjustments as respects the figures of 

any profits or losses or assets and liabilities dealt with by the re- 35 
port which appear to the persons making the report necessary; 
or 

(b) shall make those adjustments and indicate that adjustments have 
been made. 

<6. Any report by accountants required by Part II of this Schedule shall- 40 
(a) be made by accountants qualified under th.is Act for appointmef\t 

as auditors of a company; and 
(b) shall not be made by any accountant who is an officer or servant 

or a partner of or in the employment of an officer or servant, of 
the company, or of the company's subsidiary or holding com- 45 
pany or of a subsidiary cf the company's holding company ; 
and for the purposes of this clause the expression "officer" shall • 
include a proposed director but not an auditor. 
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SCHEDULE V 

(See section I 52) 

CoNTENTS AND FORM OF ANNUAL RETuRN OF A CoMPANY 

HAVING A SHARE CAPITAL 

PART I 

CONTENTS 

I. The address of the registered office of the company. 

2. If any part of the regi.~ter of members or debenture holders of a 
c;ompany is, under the provisions of tiUs Act, kept in any State or country 

IO outside India, the name of that State or country and the address of the place 
where such part o~ the register is kept. 

3· A summary, distinguishing between shares issued for cash, bonus 
shares, and shares other than bonus shares issued as fully or partly paid up
otherwise than in cash, and specifying in respect of each class of shares the

I5 following particulars :-

25 

3'J 

35 

(a) the amount ofthe share capital cfthe company and the number of 
s'1ares into wnich it is divided ; 

(b) the number of shares taken, from the commencement ofthecompany 
up to the date of the company's last annual general meeting ; 

(c) the amount called up on each share up to the date aforesaid ; 

(d) the total amount of calls received up to that date ; 

(e) the total amour:t of calls unpaid on that date ; 

{f) the total amount of the sums (if any) paid by way of commission 
in respect of any shares or debentures up to that date; 

(g) the discount allowed on the issue of any sh,ar:es issued at a discount 
or so much of that discount as has not been wntten off at the
date aforesaid ; 

(h) the total amount or"the sums (if any) allowed by way of discount 
in respect of any debentures since the date of the annual general 
meeting with reference to which tl:e last return was submitted; 

(i) the total number of shares forfeited up to the date referred to in sub-
~~~; -

(j) the total amount of shares for wh :ch share warrants are outstanding: 
at the date referred to in sub-clause (b) and of share warrants. 
issued and surrendered respectively since the date referred to in 
sub-clause (h) and the number of shares comprised in each. 
warrant. 

4· Particulars of the total amount of the indebtedness of the company 
on the date referred to in sub-clause (b) of clause 3 in respect of all mortgages 
and charges which are required to be registered with the Registrar under 40 this Act, or which would have been required so to be registered i · l! .t ~ • e 
on or after the 1st day of April 1914. 
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5· A list-
(a) containing the names, addresses and occupations, if any, of all 

persons who, on the day of the company's last annual general 
meeting are members of the company, and of persons who 
had ceased to be members since the date referred to in sub- 1 S 
clause (h) of clause 3 or, in the case of the first return, since the· 
incorporation of the company ; 

(b) stating the number of shares held by e8ch of the existing members 
at the date referred in sub-clause (b) of clause 3, specifying 

· shares transferred since the date referred to in sub-clause (h) of ro · 
clause 3 (or, in the case of the 'first return, since the 
incorporation of the company) by persons who are still mem-
bers and have ceased to be members respectively, and the da~es 
of registration of the transfers ; 

(c) if the names aforesaid are not arranged in alphalxtical order, having IS 
annexed thereto an index sufficient to enable the name of an)' 
person therein to be easily found. 

6. All such particulars, with respect to the persons who at the date of the 
company's last annual general meeting are the directors of the company and 
with respect to any person who at that date is the managing agent, the manager 20 
or the secretary of the company, as are by this Act required to ·be contained 
with respect to directors, the managing• agent,· the manager and· the 
secretary respectively in the register of the directors, managing agents, 
managers and secretaries of a company. 

PART II 
FoRM 

ANNUAL RETURN of 
made up to the day of , 19 
date of the ]ast annual general meeting of the company. 

I. Address. 
(Address of the registered office of the company.) 

Limited, 
being the 

2. Situation of Foreign Registers of Members ~d Debenture holders. 
(a) Name of every State or country outside India in which foreign 

register is kept. 

25 

30 

(b) Address of place in each such State or country in which a foreign 35 
register is kept. 

3· Summary of Share Capital and De~tures. 

(a) Nominal Share Capital. 

Nominal share capital Rs ..... divided into : 
(Insert number and class) shares of .... each 40 

. . . . . . . . . . . .. ~shares of .... each 
. . . . . . . . . . . ... shares of .... each 
.............. shares of .... each 
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5 

10 

IS 

20 

25 

• 
(b) Issued Share Capital and Debentures. 

Number of sf:lares of each class taken up to 
the date of the last annual general meeting 
(which number must agree with the total 
shown in the list as held by members on 
that date) 

Number of shares of each class issued sub
ject to payment wholly in cash. 

-

Number of shares of each class issued as 
fully paid up for a consideration other 
than cash. 

Number Class 
shares 
share~ 
share~ 
shares-. 
share~ 

shares. 
shares 
shares 
shares: 
shares 
shares. 
shares. 
shares. 

Number of shares of each class issued. as shares 
partly paid up for a consideration other issued as paid up to the 
than cash and extent to which each extent of Rs ..... per share 
such share is so paid up. shares 

Number of shares (if any) of each class 
issued at a discount. 

Amount of discount on tne issue of shares 
wl'ich has not been written off at the 

iss~ed as paid up to the 
extent of Rs ..... per share. 

shares. 
issued as paid up to the 
extent ofRs ..... per share. 

shares. 
issued as paid up to the 
extent of Rs ..... per share. 

shares 
shares. 
shares. 
shares. 

date of last annual general meetinng Rs ...... . 
35 Number Class 

Amount called! Rs ..... per share on 
upon number LRs ..... per share on 
ofsharel> of each SR.:-.... . per sha.te on 
class. . Rs ..... per share on 

40 Total amount of calls received, including payments on 

45 

application and allotment and any sums rec~ived on 
shar~s forfeited. 

Total am~ur.t (if any) ag-1 
reed to be considered as l 
paid· on number of I 
shares of each class iss- ~ Rs ..... or. 
ued a~ fully paid up for I 
a consideration other J 
than cash. 

Number 

r 
\ 

shares. 
shares 
share& 
shares. 

Rs .............. . 

Class 

shares. 
shares. 
snares 
share~ 
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Total amount (if any) ag-1 
reed to be considel'ed l 
as paid .on number of 
shares of each class Rs ..... on 
issued as partly paid I 
up for a consideration I 
other than cash. J. 

Total arne unt of calls unpaid 

• Total amount of the sums (if any) paid 
by way of commission jn respect of 

r ... 
-< 

L 
I 

Rs. 

any shares or debentures. Rs. 

Total amount ofthe sums (if any) allowed 
by way of discount in respect of any 
debentures since the date ofthe annual 
general meeting with reference to 
which the last annual return was sub-
mitted. Rs . . . . . . . . . . . . . . . . 

-r'otal number of shares of each class for
feited. 

Number Class 

' . 
Total amount paid (if any) on shares·'for- Rs. . ............. . 

fcitcd. 
Total amount of shares for which share 

warrants to bearer are outstanding. R<> •••••••••• · •••••• 

shares 
shares 
shares 
shares 

shares 
shares 
shares 
shares 

Total amount of share warrants to bearer 
issued and surrendered respectively 
since the date of the annual general 
meeting with reference to which the 
last annual return was submitted. 

Issued 
Surrendered 

Rs .......... . 

Number of shares comprised in each share 
warrant to bearer, specifying in the 
case of warrants of different kinds, 
particulars of each kind. 

4· Particulars of Indebtedness. 

Rs ........... . 

'10. 

20 

25 

30 

35 

Total amount of indebtedness ofthe company in res
pect of all mortgages and charges which are re
quired to be registered with the Registrar under 
the Companies Act, 1954, or which would have 40 
been required so to be registered if created on or 
after the Ist April 1914. Rs." ........... ; .• 

.. 
5· List of Pavt and Present Members. -

List of persons holding shares or stock in the company on the day of 
the annual general meeting namely, the ...... day of.: ... . 19 , and of 45 
persons who have held shares or stock therein at any time sine~ the day ,)f 
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19 when the previous annual meeting was held, or in the case of the 
first return, at any time since the incorporation of the company. 

Folio in 
register 
ledger 
con

taining 
par

ticulars 

Names, 
addresses 

and· 
occupations, 

if any 

Account of Shares 

1

·---------·-----1 
Particulars of shares transferred 

Number-. since the date of the previous 
of shares annual general meeting or, 
held by in the case of the first re-
members turn, since the incorporation 
at date of ofthe company, by (a) person~ 

annual who are still members and (b) 
general persons who have ceased to 

meeting be memberst 

*t IN~~b-;r- -Da;e~fr-;gis~a~~ 

Remarks. 

------·I-------I-----i~- t of t~ansf.::r ------1------i------1-------
(a) (b) 

*The aggregate number of shares held by each member must be stated. and the 
aggregates must be added-up so as to agree with the number of shares stated in the 
summary of share capital and debentures to have been taken up. 

tWh!n the shares are of different classes these columns should be sub-divided so that 
the number of each class held, or transferred, may be shown separately. Where any shares 
have been converted into stock the amount of stock held by each member must be shown. 

tThe date of registration of each transfer should be given as well as the number of 
shares transferred on each date. The particulars should be placed opposite the name of the 
transferor and not opposite that of the transferee, but the name of the transferee may be 
inserted in t!:te "Remarks" column immediately opposite the particulars of each transfer. 

Notes. 

1. If either Or the two immediately preceding returns has given as at the: date of 
the annual general meeting with reference to which it was S:.lbmitted, the full particulars 
-required as past and present members and the shares and stock held and transf.:rred 
by them. only such of the plrticulars need be given as relate to persons ceasing to be or 
becoming m::mbers since that "date and to shares transferred since that date or to changes 
as comparej with that date in the amount of stock held by a member. 

2. If the names in the list are not arranged in alphabetical order, an index sufficient 
to enable the name of any person to be r~dily found must be annexed. 

·• 35 6. Particulars of Directors, Managing Agents, Managers and Secretaries. 

4; 

A. Particulars of the persons who are directors of the company on the day 
of the annual gener.1l meeting, namely, the ...... day of.. .... 19 

Present name or .Any former I Nationality Usual Business, I Date of names and sur- name or residential occupation 
name, in full. names address and I birth. 

and particulars 
surname, of other 
in full. directorships 

and managing 
agencies, 

managerships 
and secretary-

ships held 
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B. Particulars of the person who is Managing Agent of the company 
()n the day aforesaid. 

Name. Any Particulars 
-(In the case of an individ1,.1al, pre- former of other 
~ent name or names and surname, name or 
in full. In the case of a corpora- names and 
tion or a firm, the corporate or surname, 

Usual residential address. 
(In the case of a corpora
tion or firm, the registered 
or principal office.) 

managing 5 
agencies 

fum name.) in full 
and direc
torships, 
manager-, 
ships and--Io 
secretary -
ships held 

C. Particulars of the person who is Managet:/Secretary of the company 
<m the day aforesaid. 

Present name or names 
.anJ surname, in full 

!Any former 
name or 

names and 
surname 
in full 

l,• 

-

Nationality. Usual residential 
address 

Signed ..... ~ ....... , 
Signed .............. ' 
Signed ............. , 
Signed ............... , 

Particulars of-. 
other manager
ships or secre
taryships and 

directorships and 
mana~:ing agen

cies held 

Director 

Managing Agent 

Manager 

Secretary 
"Director" includes any person who occupies the position of a director by whatsoever 

name called, and any person in accordance with whose directions or instructions the direc
tors of the company are accustomed to act. 

"Name" includes a "forename", and "surname", iri. the 
known by a titl;: diff.:rent from his surname, means that title. 

"Former name" and "former surname" do not include-

case of a person usually 

(a) in the case of a person usually known by a title different from his surname, the 
name by which he was known previous to the adoption of or succession to the 
title ; or 

IS 

20 

25 

30 

.(r) in the case of any person, a former name or surname where that name or surname 35 
was changed or disused before the person bearing the name attained the age of 
eighteen years or has been changed or disused for a period of not less than 
twenty years ; or 

(c) in the case of a married woman th.e name or surname by which she was known 
previous to the marriage. 

The nam~s of all bodies corporate incorporated or carrying on business in India of 
which the director, managing agent, manager or secretary is also a director, managing agent 
manager or secretary should be given, except bodies corporate of which the company 
making the return is the wholly-owned subsidiary or bodies corporate which are the 
wholly-owned subsidiaries e:ther of the company or of another body corporate 
of which the company is the wholly-owned subsidiary. A body corporate is deeme~t to be 
the wholly-owned subsidiary of another if it has no members except that other and that 
other's wholly-owned subsidiaries and its or their nominees. If the space provided in the 
form is insufficient, particulars of other directorships, managing agencies, managerships or 
secretaryships should be listed on a separate statement attached to this return. 

40 

45 

so 
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Dates of birth _need only be given in the case of a company which is subject to sectioo 
258 o~~he C?mpan•~s Act. 1954, ~amely, a.c<?mpany which is not a private compan}-
or wh•ch, bemg a pnvate company, •s the subs•d•ary of a public ..company. , 

5 
Where all the panners in a firm are joint s~cretariea, the name anJ principal officeo 

- of the firm may be stated. 

10 

.20 

25 

*Delivered for filing ,by .................................•........ 

CERTIFICATES AND OTHER DOCUMENTS ACCOMPANYING ANNUAL RETURN. 
Certificate to be given by a Director and the Managing Agent/Manager/ Secretary 

of every Private Company. 
We certify that the company has not since the date oft (the incorporation. 

of the company/the annual general meeting with reference to which the last 
annual return was submitted] issued any invitation to the public to subscribe· 
for any shares or debentures of the company. 

Signed ........••.•.. , Director . , 
Signed ............. ;, l\Ianaging Agent 

1\fanager 
Secretary 

Further Certificate to be given as aforesaid t/ the number of 
· Members of the Company exceeds Fifty. 

We certify that the excess of the number of members of the company 
over fifty consists wholly of persons who, under sub-clause (b) of clause (iii) 
of sectton 3 of the Companies Act, 1954, are not to be included in reckoning: 
the number of fifty. 

Signed ................ , Director. 
Signed .............. , Managing Agent 

Manager 

C~rtified copies of Accounts. 
Secretary. 

There must be annexed to this return a written copy, certified both by 
30 a director and by the managing agent/manager/secretary of the company 

to be a true copy,· of every balance sheet laid before the company in 
general meeting during the period to which this return relates (including 
every document required by law to be annexed to the balance sheet) and a 
copy (certified as aforesaid) of the report of the auditors on, and of the
report of the directors accompanying, each such balance sheet. If any 

35 such balance sheet or document required by law to be annexed ther~to is in a 
language other than English, there must also be annexed to that balance 
sheet a translation in English of the balance sheet or document certified in 
the prescribed manner to be a correct translation. If any such balance sheet 

40 
as aforesaid or document required by law to be annexed thereto did not 
comply with the requirements of the law as in force at the date of the audit 
with respect to the form of balance sheets or documents aforesaid, as the case 
may be, there must be made such additions to and corrections in the copy 
as would have been required to be made in the balance sheet or document in 

45 
order to make it comply with the said requirements, and the fact that the 
copy has been so amended must be stated thereon. 

*This should be printed at the bottom of the first page of the return. 
tin the case ofthe first return strike out the second alternat;ve. In the case of a second; 

or subsequent return str;ke out the first alternattve. 



SCHEDULE VI 
[See section 196] 

PART I 
Form of balance sheet. 

Balance Slzeet of . •..•• (Here enter the name of the company) 
--------~-----_.:,A;;.:s;,.a,;.t_., . ... :. . (Here enter the date as at which the balance sheet is made out) 

Instructions in 
accordance with 
which liabilities 

should be m Ide out 
Figures 
for the 
previous 

year 

Liabilities 

Figures 
for the 

current 
year 

Figures 
for the 
previous 

year 

Assets 

Figures 
for the 
current 

year 

Instructions in 
accordance with 

· which asset~ 
should be made out 

5 

IO 

--------------------------~--~---------------------------------

*Terms of redemption 
or conversion (if 
any) of any Redeem
able Preferenc~ 
Capital to be stated, 
together with earli
est date of redemp
tion or conversion. 

Particulars of any 
option on unissued 
share capital to be 
~p~ifieq. 

Rs. 
(b) 

I. *SHARE CAPITAL : 
Authorised ............ shares of 

Rs ......................... each. 
1 Subscribed (distinguishing 

between the various classes 
/ of capital and stating the 

particulars specified below, 
in respect of each class.) 
.. shares of Rs .......... each. 
Rs. .. .......... called up. 

Of the above shares, 
...... shares are allotted as 
fully paid up pursuant to a 
contract without payments 
being received in cash. , 

Of the above shares, ...... shares 
are allotted as fully paid 
up by way of bonus shares. 

Less : Calls unpaid : \ 
(i) By managing agents and 

where the managing agent 
is a firm, by the partners 
thereof, and where the 
managing agent is a 
prilf't~ ~~pany! 9y th~ 

Rs. 
(b) . 

Rs. 
(b) I. 

I<'tFIXED ASSETS : 
IJistinguishing as far as possible 

between expenditure upon 
(a) goodwill, (h) land, 
(c) buildings, · (d) lease
holds, (e) railway sidings, 
(f) plant and machinery, 
(g) furniture and fittings, 
(h) development of property, 
(i) patents, trade marks and. 
designs. (j) live-stock and 
(k) vehicles etc. 

Rs. 
(b) 

tUnder "each head 
the original cost, 
and the additions 
thereto and deduc-

. tions therefrom 
during the year, 
and the total depre
ciation written off 

N 
\0 

20 ... 

or provided, to be 2 5 
stated. 

In case where origi
nal cost figures 
cannot be ascertain 
ed the valuation 
shown by the books 
shall be given and 
whereany of the 
assets are sold and 

30 

the original cost in 35 
respect thereof is 
not ascertainable, 
the amount of the 
sale proceeds . shaJl 
be shown as deduc· 
ti9!1! 



directors or mefubets 61 
that company. 

(ii) By directors. 
{iiJ) By others. 

Add Forfeited shares (amount 
paid up) , 
Share Premium Account. 

where sums have 
been written off on 
a reduction, of 
capital or a revalua
tion of assets, every 
Balance Sheet, 
(after the first 
Balance Sheet) 
subsequent to there 
duction or revalua

tion shall show 
the reduced figures 
and with the date of 
the reduction, in 
place of the , 
original cost. 

Each Balance Sheet 
for the first five 
years subsequent to 
the date of the 
reduction, shall 
show also the 
amount of the 
reduction made. 

Similarly, where 
sums have been add
ed by writing up 
the assets, every 
Balance Sheet 
subsequent to such 
writing up shall 
show the increased 
figures with the 
date of. the 
increase in place of 
the original cost. 
Each Balance 
Sheet for the 
first five years 
subsequent to the 
date of writing up 
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-·· ·-------------------------;--------------------------

Instructions in 
accordance with 
which liabilities 
should be made 
out. 

*Additions and deduc
tions since last Balan
ce Sheet to be shown, 
under each of the 
Npecified heads. 

Figures 
ior the 
previous 
year. 

Rs. 
(b) 

Liabilities. 

II. RESERVES AND 
SURPLUS: 

(1) Capital Reserves not 
available for Dividend. 

(2) Capital Redemption Re
serve Fund. 

(3) Other Reserves specifying 
the nature of each reserve 
and the amount in respect 
thereof. 

Less : Debit balance in Profit 
and Loss Account (if any). 

(-4) Any other Fund created 
out of Net Profit. 

(5) Surplus, that is, balance 
in Profit and Loss Account, 
after providing for pro
posed allocations, viz., 
Dividend, Bonus or 
Reserves. 

Figures 
for the 
current 

year. 

Rs. 
(b) 

( 6) Proposed additions to reserves. 
(7) Liability Funds. 
(8) Sinking Funds. 
(9) Pension, Insurance or 

Proyiqent Fund§ et~. 

Figures 
for the 
previous 
year. 

Rs. 
(b) 

Assets. 

Figures 
for the 
current 

year. 

Rs. 
(b) 

II. INVESTMENTS : 
Showing nature of invest

ments and mode of valua· 
tion, for example cost or 
market value and distin
guishing between-

*(I) Investments in 
Government or Trust 
Securities. 

· (2) Investments in shares, 
debentures or bonds 
(showing separately shares, 
fully paid up -and partly 
paid up and also distin
guishing the different 
classes of shares). 

*(3) Investments in shares, 
debentures or bonds of 
subsidiary companies (c). 

(4) Immovable properties. 

Instructions in 
accordance with 
wwch assets 
should be made out. 

shall also show the 
amount of increase 
made. 

*Aggregate amount 
of company's. ~ 
quoted • investments w 
and also the market 
value thereof' shall 
be shown . 

. \ggfegat.: 
of 

amount 
coJnpany's 

invest
also be 

unquoted 
ments shall 
shown. 



*The nature of the 
security to be speci
fied in each case. 

Where loans have 
been guaranteed by 
managing agents, 
managers and/or 
directors, a men
tion thereof should 
be made also and 
also the aggregate 
amount of such loans 
under each head. 

hi. SECURED LoANS 

(I) Debentures 
*(2) · Loans and Advances from 

Banks. 
*(3) Loans and Advances from 

subsidiaries. 
*(4) Other Loans and Advances 

lNTEREST ACCRUED ON 
INVESTMENTS 

III. CURRENT ASSETS : 
(I) Stores and Spate Parts. 
(2) Loose Tools. 

t(3) Stock-in-trade. 
**(4) Works in Progress. 
t<sl Sundry Debtors. 

Less : Reserves 

tMode of valuation 
of stock shall be 
stated and• ~ the 
amount in respect 
of raw materials 
shall also be stated 
separately where 
practicable· 

**Mode of valuation 
of Works shall be 
stated. 

tIn regard to Sundry 
Dcabtors, particulars 
to be given sepa
rately of-(a) debts IV 
considered good :f 
and in respect of 
which the company 
is fully secured; and 
(b) debts considered 
good for which the 
company holds no 
security other than 

the debtor's personal 
security; and (c) 
dt:bts considered 
doubtful or bad. 

Debts due by 
directors or other 
officers of the 
company or any 
of them either 
severally or jointly 
with any other per
son or debts due by 
firms or private 
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Liabilities. Assets. 
Instructions in 

accordance with 
which liabilities 

hould be made out. 
Figures Figures Figures Figures 
for the for the for the for the' 
previous current previous current 

year . year year year 

' 

Rs. Rs. Rs. · Rs. 
(b) (b) - (b) (b) 

. 
Instructions- in 

accordance with 
which assets 

should be made out. 

res-companies 
' pectively in whic h 

a any Director is 
partner or a Direc 
tor or a member t 0 
be separately stated 

Debts due from othe r 
r 
t 
e 
0 
h 
e 
s 

companies unde 
the managemen 
of the sam 

1 managing agents t 
be disclosed wit 
the names of th 
managing agent 
(vide section 353;. 

The maximu m 
y amount due b 

Directors or othe r 
officers of 
company at 
time during 

th e 
y an 

th e 
year to be show n 
by way of a note. 



*See note (d) at foot 
of form 

IV. UNSECURED LOANS : 

(I) Fixed Deposits. 
(2) Loans and Advances from 

subsidiaries. . 
*(3) Short Term Loans and 

Advances: 

(a) From Banks. 
(b) From others. 

(4) Other Loans and Advances : 

(a) From Banks. 
(b) From others. 

V. CURRENT LIABILITIES 
AND PROVISIONS : 

(I) Acceptances. 
(2.) Sundry Creditors. 
(3) Interest accrued and accruing 

on secured loans. 
(4) Interest accrued and accruing 

on unsecured loans. 
(5) Subsidiary Companies .. 
(6) Provision for Taxation. 
(7) Provision for Contingencies. 
(8) Proposed Dividends. 
(9) Advance Payments and Un

expired Discounts for the 
· p0rtion for which value has 
still to be given, e.g., in the 
case of the following classes 
of companit:s :
(Newspaper, Fire Insurance, 
Theatre, Clubs, Banking, 
Steamship Companies etc.) 

tVI. LOANS AND ADVANCES : 

(I) Bills of Exchange. 
(2.) Advances recoverable in cash 

or in kind or for value to 
be received, e.g., Rates, 
Taxes, Insurance, etc. 

(3) Balances on current account 
with Managing Agents. 

(4) Balances with ' Customs,' 
Port Trust, etc. (where 
payable on demand). 

'· 

rJ) 
n ' 

I po 

t The above inJtruc· 
tions regardiflg 
"Sundry Debtors" 
apply to"Loansand 
Advances" also. 
In addition, Loans 
and Advances to 
subsidiary com
panies shall be 
separately stated. 

T ... 
c::> 
:! .... 
~ 

_.._~~-~~.-.-----------~------..,------.,---------------,.---------~ 



Liabilities. 
' 

Ass eta 
Instructions in Instructions in 

accordance with accordance with 
which liabilities which assets 

should be made out. should be made out. 
Figures Figure a Figure a Figures 
for the for the for the for the 
previous current previous current 
year year year year 

Rs. Rs. Rs. ' Rs. 
(b) (b) (b) (b) 

(IO) Unclaimed Dividends. -(II) Other Liabilities (if any). .. 
(u) Contineent Liabilities : 

(t) Claims against the 
company not acknow-
I edged as debts. 

(ia) Uncalled liability on 
shares partly paid held 
as investment. 

VI. CONTINGENT . 
LIABILITIES NOT 
PROVIDED FOR : 

fl'he period for :Cr) Arrears of Fixed Cumu-
'Which the dividends Iative Dividends. 
are in arrear or if there 

48 M ofL. 



fs more than one class\ 
of shares, the divi
dends on each such 
class are in arrear, 
shall be stated. 

The amount shallbe 
stated before deduc
tion of income-tax, 
except that in the 
case of tax-free divi
dends the amount 
shall be shown free 
of income-tax and 
the fact that it is 
so shown shall be 

·stated. 

UThe amount of! 
any guarantees given 
by the company on 
behalf of directors 
or other officers of 
the company shall 
be stated and where · 
practicable, 'the 
general nature and 
amount of each such 
contingent liability, 
if material, shall 
also be specified. 

U(2) Other money for which 
the company is contingently 
liable. 

V. CASH AND BANK 
BALANCES. 

V[. MISCELLANEOUS EX
PENDITURE AND LOSSES 

(to the extent not written 
off)~ 

(I) PreliminarY expenses. 
'(2) Expenses including Commis-

sion or Brokerage on 
under-writing or subscrip-' 
tionofshares or debentures. 

(J) Discount allowed on the 
1ssue of shares or deben
tures." 

{4) Interest paid. out of Capital 
during construction (also 
stating the rate of interest). 

(5) Profit and Loss Account. 
(only, if there is no Gene
ral Reserve from which it 
can be derolucted). 

~ 
The balances lying I· 
with Bankers on a 
current accounts, ~ 
call accounts and ~ 
deposit accounts 
shall be shown 
separately. 



. No~ 
• General inszructi'oJU for preparation 11/ bahmu sheet. -{a) The information requi~d to be given under any of the items or sub--items in 
18 Form if it cannot be conveniently included in the Balance SbeetitselfshaU be furnished in a separate Schedule or Schedules to be annexed to 
and to form part of the Balance Sheet. This is recommended when items are numerous. 

(h) Annas and pies c:an also be given in addition to Rupees~ if desired. • 
(e) ln the case of subsidiary companies etc., the number of shares held by the ultimate holding company and its subsidiaries must to be-

separately stated. 
(4) Short Term Lo~s will include those which are due fo.r not more thao one year as at the date of the Balance Sheet. 
(e) Depreciation written off or provided shall be allocated under the different asset heads and deducted in arriving at the value of Fixed Assets. 
(f) Dividends declared by subsidiary companies after the date of the Balance Sheet cannot be included unless they are in respect ot a p:riod which 

dosed on or before the date of the Balance Sheet. _ -
(g) Any reference to benefits expected from contracts not executed shall not be rnalle in the Balance Sheet but shall be made in the directors• 

report. _-
'(h) The debit balance in the Profit and Loss Account shall be set off against the General' Reserve and where th~re ia no General Reserve against 

future profits. · • · · · · ..... 
' , . ..... .. ~ 
(c) As regards Loans and Advances {Group IV), amounts due by the Managing Agents, either aeverally or jointly with any other persons to be ~ 

separately stated ; the amounts due from other companies under the same Managing Agents should also be given with the names of the compan•es "" 
flide section 353 ; the maximum amount due from every one of these at any time during the year must be shown. · 

(j) Particulars of any redeemed debentures which the company has power to issue should be given. 
'(k) Where any of the company's debentures are held by a nominee or a tJ:U$tee for the company, the nominal amount of the debentures and the 

amount at which they are stated in the books of the com~ny thall be stated. · 
(l) A list of Investments separately classifying Trade Investments and Other Investments should be attached to the Balance. Sheet stating the 

names of the bodies croporate· {with the names oftheir managing agents, if any) in whose shares. debentures or bo~dsinvestments have been made ll.lld 
alw statingthe amountsin respectofeacbitem ;providedhowevertbatitshallnotbenecessary togivesuchp&TtiCUiars (a) in ~spect of Investments 
made by Managing Agency companies in managed companies' shares, debentures or bonds, or (b) in respect of Investments made by InVC$tment 
companies, pl'OVided that particulars in respect of Investments in shares of Private Compllllies shall be given. The amount in respect ofthe holdings by 
Investment Com{'anies in unquoted shares or shares of private limited companies shall be separately stated, specifying the name of each such company 
and the amount Invested therein. - . - · . 

(m) If in the' opinion of the Directors, any of the current assets have not a value on realisation in the ordinary course of business at least equal to 
the amount at which they are stated, the fact that the Directors are of that opinion shall be stated. · - -

(n} Except in the case oftbe first Balance Sheet laid before the company after the commencement of the Act~ the corresponding IID10unts for the UJ. 
immediately preceding financial year for all Hems shown in the Balance Sheet shall be also given in the Balance Sheet. The requirement in this behalf p. · 
mall in the case of companies preparing quarterly or half-yearly accounts etc. relate to the Balance Sheet for the corresponding date in the previous · 
year. · · <. 

(o) The amounts to be shown under Sundry Debtors shall include the amounts due in respect of gooda sold or setvicfl' rendered or in respect -, 
of other contractual obligations but shall not include the amounts which are in the nature of loans or advances. A debt which remains unrealised after R ·~ 
a period of three months from the date on which the debit in respect of the same arose shall be treated as a loan or an advance and. the amounta in this ;~ 
bebalf shall. for the purposes of the Balance Sheet, be treated as a loan or an advance and separately shown aa such under the heading ••Loans and ... · 

Advances... · · ·. · . ~ 
,., 
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PART II 

Requirements as to Profit and Los~ Account. 

I. The provisions of this Part shall apply to the income and expenditure 
account referred to in sub-section (2) of section 195 of the Act, in like manner 

5 as they apply to a profit and loss account, but subject to the modification of 
reference'> as specified in that sub-section. 

2. The profit and loss account-.. 
(a) shall be so made out as clearly to disclose the result the working 

. of the company during the period covered by the account ; and 

10 (b) shall disclose every material feature, including credits or receipts 
and debits or expenses in respect of non-recurring transactions os 
transactions of an exceptional nature. 

. 3· The profit and loss account shall set out the various items relating to 
the income and expenditure of the company arranged under the most con

l5 venient heads ; and in particular, shall disclose the following information in 
respect of the period covered by the account:-

20 

25 

30 

3S 

40 

(i)(a) The turnover, that is, the aggregate amount for which sales are 
- effected by the company. 

(b) The selling agent's commission, brokerage and discount on 
sales, other than the usual trade discount. 

(ii)(a) In the case of manufacturing concerns, the purchases of raw 
material, and the opening and the closing stocks of the goods pro
duced. 

(b) In the case of trading concerns, the purchases made, and 
. the opening and the closing stocks. 

(c) In the case of concerns rendering or supplying services, the 
gross income derived from services rendered or supplied. 

[d) In the case of other concerns, the gross income derived under 
the different heads. · 

(iii) In the case of all concerns having works in progress, the amounts 
for which works remain to be executed at the commencement 
and at the end of the accounting period. 

(iv) The amount provided for depreciation, renewals or diminution 
in value of fixed assets. 

If such provision is not made by means of a depreciation charge. 
the method adopted for making such provision. ,c 

If no prov.ision is made for depreciation, the fact that no provi
sion has been made shall be stated. 

(v) The amount of interest on the company's debentures and other 
fixed loans, that is to say, loans for fixed p.!riods, stating separately 
theamountofinterest,ifany, payable to the managing director, 
the managing agent, and the manager, if any. 
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(m) The amount of charge for Indian income-tax and other Indian 
taxation on profits, including, where practicable, as Indian income
tax any taxation imposed elsewhere to the extent of the relief, if 
any, from Indian income-tax and distinguishing where practicable 
between income-tax and other taxation. s 

( oit) The amounts provided for-

( a) repayment of share capital ; and 

(b) repayment of loans. 

('Viii) (a) The aggregate, if material, of any amounts set aside or p~oposed 
10 to be set aside, to reserves, but not including provisions made 

· to meet any specific liability, contingency or commitment 
known to exist at the date as at whkh the balance sheet is -
made up. 

(b) The aggregate, if material, of any amounts withdrawn from 
such reserves. . · · · I$ 

,. 
(ix)(a) The aggregate, if material, of the amounts set aside to provi

sions made for meeting specific liabilities, contingencies or 
corornitments. · 

(b) The aggregate, if material, of the amounts withdrawn from 
such provisions, as no longer required. 

(x) Expenditure incurred on each· of the- following items, separately 
for each item:- •.·' 

(a) Consumption of stores and spare parts. 
(b) Power and fuel. 
(c) Rent. ~$ 
(d) Repairs to buildings. 
(e) Repairs to machinery. 
(f) (1) Salaries, wages and bonus. 

(2) Contribution to provident and other funds. 
(3) Workmen and staff welfare expenses. 30 

(g) Insurance. 
·(h) Rates and taxes, excluding taxes on income. 
(i) Miscellaneous expenses. 

(xi)( a) The amount of income from investments, distinguishing bet-
ween trade investments and other investments. 11 

(b) Other. income by way of interest, specifYing the nature of 
the mcome. 

' (c) The amount of income-tax deducted if the gross income is. 
stated under sub-paragraphs (a) and (b) above. 

(xia)(a) Profits or losses on investments. 

(b) Profits or losses in respect of transactions of a kind_. not usually 
undert~ken by the company or undertaken in circumstances of an 
exceptional or non-recurring nature, if material in amount. 
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(c) Miscellaneous income. 

(xiia)(a) Dividends from subsidiary compan:es. 

(b) _Provisions for losses of subsidiary ~ompanies. 

(xiv) The aggregate amount of the dividends paid and proposed, and 
S stating whether such amounts are subject to deduction of income

tax or not. 

ll 

IO 

IS 

20 

25 

35 

40 

45 

(xv) Amount, if material, by which any items shown in the profit 
and loss account are affected by any change in the basis of account
ing .. 

4~ The profit and Joss account shall also contain, or give by way of a note 
the following further information:-

(•) The total of the amounts payable to the managing agent, if any, 
whether as fees, percentages or otherwise for services rendered 
as managing agent or in any other capacity. 

(ia') The total ofthaamounts payable whether as fees, percentages or 
otherwise to the directors, managing. director or manager res
pectively as remuneration for services rendered as directors, 
managing director or manager or in any other capacity. 

If any director of the company is by virtue of any nomination 
made by it whether directly or indirectly, a director of any other 
company, any remuneration or other emoluments received by him 
for his own use whether as director or in any other capacity, in 

' connection with the management of that other company shall be 
shown in a note at the foot of the account or in a statement 
annexed thereto. 

Particulars of the amounts received by individual dire\."'tors 
shall be separately given for each of the subsidiaries of the 
company. 

(iia) The aggregate amount of any compensation paid to the manag
ing agent, directors, the managing director or the manager or the 
former managing agent, directors, managing director, or 
manager of the company-
(a) as such, and 
(b) in any other capacity, 

for loss of office in connection with, or arising out of, their retire
ment from the office held by them in the company or from any 
office held by them in any other company by virtue of any 
nomination, made by the first-mentioned company, whether 
directly or indirectly. 

Any compensation so paid to any person shall be sub-divided so 
as to show the amounts paid respectively- : · , 

(a) by the company, 

(b) by the other company or each of the other companies, and 

(c) by any other person. 

(iv) The aggregate amount of any pension or gratuity ~d to the direc
tors, managing director, or manager, or former directors, manag
ing director or manager of the company-
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(a) as such, and 
(b) in any other capacity~ 

Any pension or gratuity so paid to any person shall be sub-divided 
so as to sho~ the amounts paid respectively- · 

(a) by the company, and 
(b) by any subsidiary company. 

S· The Central Government may direct that a company shall not be obliged. 
to show the amount set aside to provisions other than those relating to deprecia
tion, renewal or diminution in value of assets, if the Central Government is 10 
satisfied that the information: should not be disclosed in the public interest 
and would prejudice the company, but subject to the condition that in any 
heading stating an amount arrived at after taking into account the amount 
set aside as such, the provision shall be so framed .or marked as to indicate 
that fact. 

~. (I) Except in the case of the first profit and loss account laid before !$ 
the company after the commencement of the Act, the corresponding amounts 
for the immediately preceding financial year for all items shown in the profit 
and loss account shall also be given in the profit and loss account. 

(2) The requirement in sub-clause (I) shall, in the case of companies 
preparing quarterly or half-yearly accounts, relate to the profit and loss accowtt ,w 
for the period which ended on the corresponding date of the previous year, 

PART III 
' .• Interpretation 

1· (1) For the purposes of Parts I and II of this Schedule, unless the, . 
context otherwise requires,- 2$ 

(a) the expression "provision" shall, subject to sub-clause (2) of this 
clause, mean any amount written off or retained by way of provid
ing for depreciation, renewals or diminution in value of assets, 
or retained by way of providing for any known liability of which the 
amount cannot be determined with substantial accuracy ; 30 

(b) the expression "reserve" shall not, subject as aforesaid, include 
any amount written off or retained by way of providing for depre
ciation, renewals or diminution in value of assets or retained 
by way of providing for any known liability ; 

(c) the expression "capital reserve" shall not include any amount 35 
regarded as free for distribution through the profit and loss account 
and the expression " revenue reserve" shall mean any reserve 
other than a capital reserve; 

and in this clause the expression" liability" _shall include all liabilities in respect 
of expenditure contracted for and all disputed or contingent liabilities. 

(2) Where-

(a) any amount written off or retained by way of providing for deprecia
tion, renewals or diminution in value of assets, not being an amount 
wrinen off in relation to fixed assets before the commencement of 
this Act; or · 

40 

4S 
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(b) any amount retained by way of providing for any known liability; 
is in excess of the amount which in the opinion of the directors is reasonably 
necessary for the purpose, the excess shall be. treated for the purposes of 
this Schedule as a reserve and not as a provision. , 

~ 8. For the purposes aforesaid, the expression " quoted investment 
means an investment as respects which there has been granted a quotation or 
permission to deal on a stock exchange, in or outside India, notified by 
Central Government in this behalf in the Official Gazette ; and the expres
siO!J "unquoted investment" shall be construed accordingly. 
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SCHEDULE VII 

(See section 351 ) 

PART I 
Specific powers of managing agent 

The managing agent of a comp:my may, subject to any resolution passed $ 
by the directors and subject also to the pro~isions of the mex_nor~ndum and 
articles of the company and of Part II of th1s Schedule, exerc1se, for and on 
behalf of the company, the following specific powers, namely:~ 

(I) To appoint, suspend and dismiss managers, assistants, and other 
officers and staff; I C) 

(2) To engage and dismiss workmen; 
(3) To purchase, obtain or acquire all machinery, stores, goods and 

materials of any kind whatsoever which are necessary for the purposes of the 
company, and to sell the same when no longer required for those purpos_:s; 

(4) To sell any goods or articles mmufactured or produced by the com- 15 · 
pany; 

(5) To institute, conduct, defend, compound, ;withdraw from, or abanc;Ion 
any legal proceedings,- , · 

(a) by or against th~ company ; or 

(b) on behalf of or against any·'officer or employee of the cC'mpany; or 20 

(c) otherwise concerning the affairs of the company; 
(6) To compound any claim or demand made by or against the company, 

including any debt due to or from it ; • 

(7) To extend the time for the satisfaction of any claim or demand made 
by the company or for the payment of any debt due to it; 25 

(8) To refer to arbitration any claim or demand made by or against the 
company; 

(9) To observe and perform awards to which the company is a_party; 
(10) To act on behalf of the company in all matters arising out of the inso1· 

vency of any person who had any claim or demand to make against the com- 30 
pany or against whom the company had any claim or demand to make; 

(1 I) To act on behalf of the company in all matters arising out of the disso-
1 urion oi any f.rm, which had any claim or demand to make against the company 
or against which the company had any claim or demand to make ; 

(12) To act on behalf of th! company in all matters arising out of the 35 
winding up of any compaPy-

(a) which had any claim or dem1nd to make against the company of 
which he is the managing agent, or · 

(b) agai nsr which the. company of which he- is the managing agent had 
any claim or demand to make; 40· 

(13) To make, draw, endorse, sign, accept, ~egotiate or give, in .connec
tion with the business of the company, cheques, bills of lading, drafts, orders, 
bills of exchange, Government of Indi;<~ or other promissory notes, and other 
negotiable instrum.:nts; · . ' 

. (14) To sign and give·an receipts, releases and orher discharges "for money -45 
payable to the company or for- other claims ~~ demands of the company; 
48 M of Law. 



s 
' 

IO 

I,S 

'20 

Sc:h. \111-contd. 306 
(15) To exercise any powers or functions validly delegated to him by the 

dirC\.'tors of the company. 

PART II 
Restrictions on powers of managing agent 

The managing agent shall not exercise any of the following powers except 
after obtaining the pr~vious appoval of the directors of the company, in re
gard to each. such exercise:-

(I) .Power to appoint (but not to suspend or dismiss) any person as 
manager of the company ; 

(2) P9wer to appoint as an officer or member ofthe staff of the company' 
payable from its funds (as distinguished from the funds of the managing agent, 
or from out of any remuneration payable to him by the company), any person-

( a) on a remuneration or scale of remuneration exceeding the limits laid 
'down by the directors in this behalf ; or -

(b) who is a relative of the managing agent, or where the managing 
agent is a firm, of any partner in the firm, or where the managing 
agent is a private company, of any director or member of such 
company; 

Explanation.-Two persons shall not be deemed to be "relatives" within 
the meaning of clause (b) unless they are husband and wife, or unless the one or 
the spouse of the one is related to the other or the spouse of the other, whether 
by legitimate or illegitimate descent or by adoption and whether by full blood 
or by half blood, in any of the following ways, namely:-

(i) as parent and child; 
(it) as grandparent and grandchild; 
(iii) as brothers or sisters, or as brother and sister; 
(iv) as uncle or aunt, and nephew or niece; 
(v) as first cousins, that is to say, as persons having a common grand

parent. 
(3) Power to purchase capital assets for the company except where the 

purchase price is within the limits prescribed by the directors of the company 
in this behalf; 

· (4) ·Power to sell the capital assets of the company, except where the sale 

35 price is within the limits prescribed by the directors of the company in this 
behalf; . 

(5) Power to compound, or sanction the extension oftime for the satisfac
tion or payment of, any claim or demand of the company against (including any 
debt claimed to be due to it from) the managing agent or any associate of the 
managing agent; 

40 (6) Power to compound any claim or demand made against the company 
(including any debt claimed to be due from it) by the managing agent or any 
associate of the managing agent. 
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SCHEDUL~ VIII 

(See section 326). 
Declarations to be made by firms, private companies and public companies, acting 

as managing agents. 
Definition . $ 

J. (1) In this Schedule, " relevant date " means-

(a) in the case of a firm or body corporate holding office at the · 
commencement of this Act as the managing agent of a company, 
the date of such commencement ; and 

(b) in the case of a firm or body corporate appointed or re-appointed 10 
after the commencement of this Act as the managing agent of a 
company, the date of such appointment or re-appointment. 

(2) For the purposes of sub-clause (1), the expressions "re-appointment" 
and ''re-appointed" shall have the same meaning as 'they have for the purposes 
of sub-section (r) of section 309. IS 

Firms 

2. Every managing agency firm shall file with each company, whether 
public or private, of which it a~s as managing agent, a declaration specifying-

( a) the names of the partners constituting the firm on the relevant 
date; 20 

(b) the share, or the eXtent of the interest, of each partner in the firm 
on the relevant date ; 

(c) the names of persons, if ;my, other than partners, who are interested, 
on the relevant date in/any share of, or amount forming part of 
the remuneration payable to the managing agent by the company ; 25. 
and the extent of the interest of each such person in such remunera
tion. 

3. The declaration shall be sigiled by a partner of the firm and shall be 
filed within one month of the relevant date. 

4· If any change occurs in regard to any of the matters specified in clause 30 
2 after the relevant date, a declaration specifying the change_ and signed 
by a partner of the firm shall be filed, within three weeks of the occurrence 
of the change, with each c.f the companies referred to in that clause. 

Private companies 

s. Every private company which acts as managing ~gent of any other 3S 
company or companies, whether public or private, shall file with each of those 
companies, a declaration specifying-

(a) the names of the members of the private company on the relevant 
date ; 

(b) where the private company has a share capital, the shares held by 40 
each member of the company, on that date; 

(c) where the private company has no share capital, the extent ofthe. 
interest of each member ofthe company in it on that date; 

(cl) the manner in which each such member holds his shares or in
terest, that is to say, whether he holds the same beneficially or on 45 
behalf of or in trust for any other person ; and in the latter case, 
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the name or names of the person or persons on whose behalf or 
m trust for whom the shares or interest is held and the extent of 
the interest of each such person ; 

(e) the names of the directors q_f the priv.,ate company and the mme 
s. of its managing director, if any; 

(f) the names of persons, if any, who are interested in any share of, or 
amount forming part of, the remuneration payable to the· private 
company by the company under its management, otherwise 
than as members of the private company ; and the extent of the 

Ie interest of each such person in such remuneration; 

(g) that no arrangement has been entered into to the knowledge of the 
private company, und.:r which the control of the private company 
is vested in any persons other than the members of the ccmpany 
an,d rhe persons referred to in sub-clause (d) : 

15 Provided that the obligation to furnish information on the matters speci
fied in sub-clauses (d) and (f) shall extend only to such particulars relating to 
those matters as are within the knowledge of the private company. · 

6. The declaration shall be signed by a director of the company and 
shall be filed within two months of the relevant date. 

20 1· If, to the knowledge of the company, there is a sale or transfer of any 
shares in the company or an agreement has been entered into, for the sale or 
transfer of any such shares, or any other change occurs in regard to any of the ' 
matters specified in clause 5, a declaration specifying the sale, transfer, agree
ment or change and signed by a director of the company shall be filed, with-

25 in six weeks thereof, with each of the companies referred to in that clause. 

8. Where any shares are sold or transferred or agreed to be sold or trans
ferred, the declaration referred to in clause 7 shall specify the name 
of the person or persons who p.1rt with or have agreed to part with the shares 
and also the name of the person or persons who acquire or have agreed to 

30 acquire them, with full details of the sale, transfer or agreement. 

Other bodies corporate 

9. The provisions of clauses 5 to 8 shall apply to every body corporate 
(other than a private company) acting as the managing age)lt of any company, 
unless it is exempt from the operation of the provisions of this Schedule 

35 by virtue of section 328. 

General 

10. (1) All declarations filed with any company in pursuance of this Schedule 
shall be open to inspection, and extracts may be taken therefrom and copies 
thereof may be required, by any member of the company to the same extent, 

40 in the same manner and on payment cfthe same fees as is applicable in respect 
·of the register of members of the company. 

(2) AU such declarations shall also be open to inspection by any direc
tor of the company, free of charge. 
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SCHEDULE IX 

FoRM OF PROXY 

[Se~ sectioiJ 167 (6)] 

I 

" ............ Name of Company, 5 
I ........... -................ . of., .............. in the di...,trict of .. . 

We 
••...................... being a member of the above-named , Company 

members 
hereby appoint ........•............... of ...........•... in the district of ...... or failing 
him, ........................... of ................................. in the dis_trict of .. ·.:·· .. . 
... . .. . . . . . : .. , .................. as my proxy to vote for me on m..1. behalf Io 

our us. our 

at the. annual general meeting 
general meeting (not being an annwl.general meeting 

of the company to be held on the .••.. day of ........................ and at any 
adjournment thereof. ... 

Signed this .................................... day of· .................. " 

til 
" ..................... N am.e of Company ................ .. IS 

T ••••••••••••••••••••••••••••••••••••••• , of ............................ . 

· h d" · f '·· ~.... . a member 1n t e 1stnct o •••••..••••••••..••••.. , J.Je1ng b 
mem ers 

of the 

above-named Company, hereby appoint .......... : ................... of ....••.••.•. 
in the district of .......... , or failing him ........................... of.......... :o 

........................ in the district of .............................. ,as 
. fi me my proxy to vote or- on - behalf at the 

us our 

annual general meeting 
general meeting (not being an annual general meeting) 

_my 
our 

of the company, to be held on the .. , .....•••... day of •.•.•••.•. 19 •••• , 
and at any adjournment thereof. 25 

Signed this ...•...... day of ..•••••. 19 •.• 

tThis form is to be used :in ~avour of the resolutio~. Unless otherwise· 
agamst 

instructed, the proxy will vote as he thinks fit. 

*Strike out whichever is not desired''. 
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SCHEDULE X 

(See scetions u, 2o8 and 595) 

FORM A. . 
FORM OF MEMORANDUM OF ASSOCIATION OF A COMPANY LIMITED BY SHARES 

5 Ist.-The name of the company is "The Eastern Steam Packet Company, 
Limited". 

znd.-The registered office ofthe company will be situated in the State of 
Bombay. 

3rd.-The objects for which the company is established are "the convey
' o ance of. passengers and goods in ships or boats between such places as the 

company may from time to time determine, and the doing of all such other 
things _as are incidental or conducive to the attainment ofthe above object ". 

4th.-The liability of the members is limited. 

sth.-'-The share capital of the company is two hundred thousand rupees, 
15 divided into one thousand shares of two hundred rupees each. 

20 

25 

30 

We, the several persons whose names and addresses are subscribed, are 
desirous of being formed into a c0mpany in pursuance of this memorandum 
of association, and we respectively agree to take the number of shares in the 
capital of the company set opposite our respective names. 

Names, addresses and descriptions of subscrioors. 

1. A. B. of. , .•.... , merchant 
2. C. D. of ...•.•.. , merchant 
3· E. F. of ........ , merchant 
4· G. H. of. ....... , merchant 
5· I. J. of .......... , merchant • 
6. K. L. of ........ , merchant 
1· M. N. of ..•..•.• , merchant • • 

Total shares taken 

Dated ........ ~ ...... _ ............ day of ........................ 19 
Witness to the above signatures 

Number of 
shares 

taken by 
each subs

criber. 

200 
25 
30 
40 
IS 
5 

10 

3S X. Y. of ...... . . 
FORMB 

FORM OF MEMORANDUM AND ARTICLES OF AsSOCIATION OF. A COMPANY 
LIMITED BY GUARANTEE, AND NOT HAVING A SHARE CAPITAL. 

Memorandum of Association 

40 Ist.-The name of the company is "The Mutual Calcutta Marine Asso-
ciation, Limited ". 
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2nd.-The registered office of the company will be situate in the State of 
West Bengal. · 

3rd.-The objects fo~ which the company is established are " the J?Utual 
insurance of ships belongmg to members of the company, and the domg of 
all such other things as are incidental or conducive to the attainment of the 5 
above object''. 

4th.-The liability of the members is limited. 

sth.-Every member of the company undertakes to contribute to the 
assets ofthe company in the event of its being wound up while he is a me-mder, 
or within one year. after he,ceases to be a membe~:, for payment of the debts IC 
and liabilities of the company contracted before he·ceases to be a member, and 
the costs, charges and expenses of winding up and·for the adjustment of .the 
rights of the contributories among themselves, such amount as may be re
quired, not exceeding one hundred rupees.. · 

I)We, the several persons who3e mmes and addresses are subscribed, are 
desirous of being formed into a company, in pursurance of this memoran· 
dum ·of association. 

Names, addresses and descriptions of subscribers. 
I. A.B. of 
2. C. D. of 
3· E.F. of 
4· G.H. of 
5· I.J. of 
6. K. L. of 
7· M.N. of 
Dated the ...................... day of ............... . 
Witness to above signatures ...................... ~ ........ X.,. Y. of ---

ARTICLES OF ASSOCIATION TO ACCOMPANY PRECEDING MEMORANDUM OF 
· AssociATION 

Interpretation 
I. ( 1) In these articles~ 

(a) "the Act" means thq Companies Act, I9~4· 
(b) "the seal" means the common seal of the company. 
() " t , . c secre 1ry means any person appomted to perform the 

of the secretary of the company. ...., 
- -

duties 

(2) Un~ess the context otherwise requires, words or expressions contained 
in th~se a:t1cles shall ?ear the same meanings .as in the_ Act or any statutory 
modificatwns thereof m force at the date at wh1ch these articles become binding 
on the company. -

:o 

25 

35 

. (3) Th.e General Clauses (\ct, 189-z (X ?f 1897) shall apply to the· 40 
mterpretatlOn of these regulatwns, as 1t applies to the interpretation of a 
Central A ct. · 

Members 
. 2. T~e number of me.mbers with which the company proposes to be 

repstered 1s soo, but the d1rectors may, from time to time, whenever the '\5 
company or the business of the company requires it, register an increase of 
members. 
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3· The subscribers to the memorandum o(association and such other 
persons as the directors shall admit to membership shall be members of the 
company. 

General Meetings 
4· All general meetings other than annual general meetings shall be 

called extraordinary general meetings. 

5· (I) The directors may, whenever they think fit, call an extraordinary 
general meeting. 

· (~) I_f at any time . the~e are not within India directors capable 
of actmg, who are sufficient m number_ to form a quorum, any director or 
any two members of the company may call an extraordinary general meeting 
in the same manner as nearly as possible, as that in which such a meeting 
may be called by the directors. 

froceedings at General Meetings 

15 6. (I) No business shall be transacted at any general meeting unless a 
quorum of members is present at the time when the meeting proceeds to 

. business. 
(2) Save as herein· otherwise provided, three members present in person 

shall be a quorum. 

20 7· (I) If within half an hour from the time appointed for holding the 
meeting a quorum is not present, the meeting, if called upon the requisition of 
members, shall be dissolved. 

(2) In any other case, the meeting shall stand adjourned to the same day 
in the next week at the same time and place or to such other day and at such 

25 other time and place as the directors may determine. 

(3) If at the adjourned meeting a quorum is not present within half an 
hour from the time appointed for the meeting, the members present shall be 
a quorum. 

8. The chairman, if any, of the board of directors shall preside as chair-
30 man at every general meeting of the company. 

9· If there is no such chairman, or if he is not present within fifteen 
minutes after the time appointed for holding the meeting, or is unwilling to 
act as chairman of the meeting, the directors present shall elect one of 
their numqer to be chairman of the meeting. 

IO. If at any meeting no director is willing to act as chairman or if no 
35 director is present within fifteen minutes after the time appointed for holding 

the meeting, the members present shall choose one of their number to be 
chairman of the meeting. 

' 
I 1. (I) The ~hair~an may, with the consent of any meeting at which a 

40 quorum is present and shall if so directed by the meeting, adjourn the meet
ing from time to time and from place to place. 

(2) No business sh~l be transacted at. any adjourn~d "meeting.other than 
the business left unfimshed at the meetmg from which the adJournment 
took place. 

45 (3) When a meeting is adj<?urned for thirty days or .~ore, no!ice of 
the adjourned meeting shall be g1ven as m the case of an ongmal meetmg. 
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(4) Save as aforesaid, it shall not be necessary to give any notice of an 
adjournment or_ of the business to be tr~sacted at an adjourned meeting. 

I2. In the case of an equality of votes,, whether on a show of hands or on 
a poll the chairman of the meeting at wh1ch the show of hands ta\es place, 
or at ;,.hich the poll is demanded, shall be entitled to a second or casting vote. 

!3• Any busines~ other t~an that up~:>n which a poll has been demanded 
.,;nay be proceeded w1th, pending the takmg of the poll. 

Votes of memb~rs 

I4. Every member shall have one yote. 

5 

I5. A member of unsound mind, or in respect of whom an order has been 10 made by any Court having jurisdiction in l~acy, may vote, whether on · a 
show of hands or on a poll, by his committee·or other legal guardian ,and any 
such committee or guardian may, on a poll, V?te by proxy. _ 

· I6. No membe,r shall be entitled to vote at any general meeting unless 
all sums presently payable by him to the company have been paid. _IS 

I7. (I) No objection shall be raised to the qualification of any voter 
except at the meeting or adjourned meeting at which the vote objected to is 
given or tendered, and every vote not disallowed at such meeting shall be 
valid for all purposes. 

(2) Any such objection made in due time shall be referred to the chairman 
20 of the meeting, whose decision shall be final and conclusive. 

I 8. A vote given in acco¢ance with the terms of an instrument of proxy 
shall be valid notwithstanding the previous death or insanity of the principal 
or the revocation of the proxy or of the authority under which the proxy was 
executed, or the transfer of the shares in respect of which the proxy is given-: 

25 
Provided that no intimation in writing of sucl:l: death, insanity, revoCation 
or transfer shall have been received by the company at the office before the 
commencement of the meeting or adjourned meeting at which the proxy is --
~~ . 

Directors 

19. The number of the directors and the names of the first directors shall 
be determined in writing by the subscribers of the memorandum of association 
or a majority of them. 

20. (x)The remuneration of the directors shall, in so far as it consists of 
a monthly payment, be deemed to accrue from day to day. · 

(2) The directors may also be paid all trav~lling, hotel and other expenses 
properly incurred by-them- · 

(a) in attending and returning from meetings of the directors or any 
committee of the directors or general meetings oftbe company ; Or 

(b) in connection with the business of the company. 

Proceedings of Meaings of Directors 

21. (1) The direttors may meet together for the de~patch- of business 
djourn and otherwise regulate their meetings, as they think fit. ' 
48 M of Law. 

35 
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(2) A director may, and.the managing agent, manager or secretary on the 
requisition of a director shall, at any time, summon a meeting of the directors. 

22. (I) Questions arising at any meeting of the dtrectors shall be decided 
. by a majority of votes. 

5 . (2) In case of an equality of votes, the chairman shall have a second 
or "casting vote. 

23. The continuing directors may act notwithstanding any vacancy in 
their body; but, if and so long as their number is reduced below the quorum 
fixed by the Act-for a meeting of directors, the continuing directors or director 

10 may act for the purpose of increasing the number of directors to that 
number, or of summoning a general meeting of the company, but for no 
other purpose. · - . · 

24. (I) The directors may elect a chairman of their meetings and deter
mine the period for which he is to hold office. 

15 (2) If no such chairman is elected, or if at any meeting the chairman 
is not present within five minutes after the time appointed for holding the 
meeting, the directors present may choose one of their number to be 
~chairman of the meeting. 

25. (I) The directors may, subject to the rrovi~ions of the Act, 
20 delegate any of their powers to committee consisting of such member 

or members of their body as they think fit. 

(2) Any committee so formed shall, in the exercise of the powers so 
delegated, conform to any regulations that may be imposed on it by the 
directors. 

25 26. (I) A committee may elect a chairman of its meetings. 

(2} If no such chairman is elected, or if at any meeting the chairman 
is not present within five minutes after the time appointed for holding the 

• meeting, the members present may choose one of their number 10 be 
chairman of the meeting. 

30 27. (I) A committee may meet and adjourn as it thinks proper. 

(2) Questions arising at any meeting of a committee shall be determined 
by a majority of votes of the members present, and in case of an equality of 
votes, the chairman shall have a second or casting vote. 

· 28. All acts done by any meeting of the directors or of a committee of 
35 directors, or by any person acting as a director, shall, notwithstanding that it 

may be afterwards discovered that there was some defect in the appointment 
of any one or more of such directors or of any person acting as afore
gaid, or that they or any of them were disqualified, be as valid as if every such 
director or such person had been duly appointed and was qualified to be a 

40 director. 

29. Save as otherwise expressly provided in this Act, a resolution in 
writing, signed by all the directors or all the members of a committee of direc
tors for the time being entitled to receive notice of a meeting of the directors 
or con· mittee of directors, shall be as valid and effectual as if it had been passed 

45 
at a meeting of the directors or committee of directors1 duly convened and 
held. 
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Manager or Secretary 

~o. (I) A rrtartager or secretary may be appointed by the directors for 
such term, at such remuneration and upon such conditions as they may think 
fit ; and any manager or secretary so appointed may be removed by them: 

. (2) A director may be appointed as manager or secretary. 

31. A provision of the Act or these regulations requiring or authorising 
a thing to be done by or to a director and the manager or secretary shall not 
be satisfied by its being done by or to the same person acting both as director 
and as, or in place ot~ the manager or secretary. 

The Seal._ · 

32. (1) The directors shall provide for the safe <:ustody of the seal. 

(2) The seal of the company shall not be affixed to any instrument e.xcept 
by the authority of a resolution of the board of directors, and in the pres.ence of 
at least two directors and of the secretary or such other person as the direc~ors 
may appoint for the purpose ; and those two directors and secretary or other 
person as aforesaid shall sign every instrument to which the seal of the company 
is so_ affixed in their presence. 

Names, .A.ddressll and De:r;riptions of Subscribers 

I. A. B. of 
2. C. D. of • 3· E. F. of 
4· G. H. of 
s.I.J.of 
6. K. L of 
7· .M. N. of 

Dated the .................. day of ................. . 

Witness to the above signatures ................. ~ .......... ·••• X y of . ......... . . 
FORM C 

.MEMORANDUM AND ARTICLES OF A'iSOCIATIO~ OF A CoMPANY LIMITED BY 

GUARANTEE, AND HAVING A SHARE CAPITAL. 

s 

IO 

20 

2j 

1\fcmoran4um of Association 30 
rst.-The name of the company is" The Snowy Ran"'e Hotel Com-

pany, Limited , • 0 
• 

znd.-The registered office of the company will be situate in the State 
of West Bengal. · 

3rd.-The objects for which the comp1ny is established are " the facili- 35 
tating of travelling in the Snowy Rmge~ by providing hotels and conveyances 
by sea and by ~and for the ~cc?mmodauon of trayellers and the dqing of all 
such other thmgs_ as are mc1dental or conduc1ve to the attainment of the 
above object , • ' 
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4th.-The liability of the members is limited. • 

sth.-Every member of the company undertakes to contribute to tile 
assets of the company in the event of its being wound up while he is a mem
ber, or within one year after he ceases to be a member for payment of the debts 

S and liabilities of the company, contracted before he ceases to be a member, 
and the costs, charges and expenses of winding up the same and for the ad

. justment of th~ rights of the contributories among themselves, such amount 
as may be required, not exceeding fifty rupees. 

6th.-The share capital of the company sh11l con<>ist of five hun1red 
Io thousand rupees, divided into five thousand-shares of one hundred rupees 

each. 
We, the several persons whose names and addresses are subscribed are de· 

sirous of being formed into a company, in pursuance of this memorandum 
of association, and we 'respectively agree to take the number of shares in the 

15 capital of the company set opposite our respective names. 

20 

'25 

30 

1 Number of shares 
Names, Addresses and Descriptions of Subscribers taken by each 

------------·-----------------------------------
1. A. B. of ............•.....•.. • Merchant 
2. C. D. of .................. .. 
3· E. F. of ........••...••• 
4· G. H. of .•...••••••••••.• 
5· · I. J. of : . ................... . 
6. K. L. of ............... ,.. .. .. 
7· M. N. of ................... . 

Total 5hares taken 

,, 
, 
, 
, 
, 
, 

Dated the ............... - ... day oj .............................. I9 .. .. 

subscriber 

200 

25 
30 
40 

IS 
.. 5 
·IO 
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Witness to the above signatures. X. Y. of 

A RTlCLES OF AssOCIATION TO ACCOMPANY PRECEDING MEMORANDUM OF ASSO
CIATION 

{ The number oi members with which the company proposes to be 
regist~red is foo, but the ,directors may from time to time register an increase 
of members. 

2. All the articles of Table A in Schedule I of the Companies Act, 
1954, shall be deemed to be incorporated with these articles and to apply 

35 to the company. 

.qo 

Name~:Add;;sses and Descriptions of Subscrtbers. , _____ ----
I. A. B. of 
2. ·c. D. of • 
3· E. F. of 

Merchan,t. 
, 
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I G. H. of - Merchant 4· .. . 
5· I. J. of " 
6. K. L.of / . 

" 
1· M.N.of " ---- .. -.-~ ... -~-~- .... -

Dated tlze ........................... day of ................................. I9 ·• ·5 
Witness to the above signatures. X. Y. of 

FORMD · 

.MEMORANDUM AND ARTICLES OF ASSOCIATION OF AN UNLIMITED COMPANY 

Memorandum of Association 

rst-The name of the company is " 1The Patent Stereotype Company". rc 
znd.-The registered office of the company will be situate in the State 

of West Bengal. 
3rd.-The objects for which the company is established are "the working 

of a patent method of founding and casting stereotype plates of which method 
P. Q., of Bombay, is the sole patentee". · 15 

We, the several persons whose nam~s are subscribed, are desirous ofbeing 
formed into a company in pursuance of this memorandum of association, and 
we respectively agree to take the number of shares in the capital of the com
pany set opposite our respective names. 

I 

Names, Addresses and Descriptions of Subscribers 

--------------------
1. A. B. of • 
2. C. D. of. 
3· E. F. of 
4· G. H. of 
5· I. J .. of • 
6. K. L. of. 
7· M. N. of 

Total shares taken 

Number of shares 
taken by each 

subscriber 

3 
2 
•I 
2 
2 
r 
I 

12 

------~--------------Dated the ................................ day of ...•..•••..•. ....... 19 
Witness to the above signatures X. Y. of 

ARTICLES OF AssOCIATION TO ACCOMPANY PRECEDING MEMORANDUM OF · 
ASSOCIATION 

20 

25 

30 

1. The number of members with which the company proposes to be 35 
registered is 20, but the directors may from time to time register an increase of 
members. 

2. The share capital of the ~ompany is twenty thousand rupees, divided 
into twenty shares of one thousand rupees each. 
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3· The company may by special resolution~ . ' 
(a) increase the share capital by such. sum to be divided into shares of 

such amount as the resolution may prescribe; 
(b) consolidate its shares into shares of a larger affi')Unt than its existing 

5 shares ; . 
(c) sub-divide its shares into shares of a smaller amount than i1s 

existing shares ; 
(d} cancel any shares which at the date of the passing of the resolution 

have not been taken or agreed to be taken by any person ; 
to (e) reduce its share capital in any way. 

20 

4· All the articles of Table A in Schedule I to the Comp:tnies Act 
1954, except articles (37, 38, 39, 40, 45, 46 an.f 47) shall be deemed to be 
incorporated with these articles and to apply to the company. 

Na1nes, Addresses and decriptions · of Subscribers. 

I. A. B. of . Merchant. 
2. C. D. of 

" 
3· E. F. of 

" 
4· G.H. of , 
5· I. J. of 

" 
6. K. L. of 

" 
7· M.N. of " -----· 

Dated the .••. ••..•••••.•••••••••.. . day of •.••..•••••••••••••• 19 • 
Witness to the above signatures. X. Y. of 

FORME 

25 FORM OF STATEMENT TO BE PUBLISHED BY Jr-:>URANCE COMPANIES AND DEPOSIT, 
- PROVIDENT oR BENEFIT SociETIES. 

*The share capital of the company is Rs ...•......••• divided into ..• 
shares of Rs ..............•.....•. each. · 

The number of shares issued is .••......•••..... Calls to the amount of 
30 Rs ............•....•..•. per share have been made, under . which the sum of 

Rs .. ~ ... has been received. 
The liabilities of the company on the thirty-first day of Decemb~r (or 

thirtieth day of June) were-
Debts owing to sundry persons by the company : 

3.5 Under decree, Rs. 
On mortgages or bonds, Rs. 
On notes, bills or hundis, Rs. 
On other contracts, Rs. 
On estimated liabilities, Rs. 

•If the company has no capital Jivijed into shares, the portion of the statem:nt 
rc: aung to capital and share must be omitted, 



319 
The assets of the company on that day wete · : 

Government securities [stating theml, Rs. 

Bills of exchange, hundis, and promissory notes, Rs. 

Cash at the Bankers, Rs. 

Other securities, Rs. 

Sc:h. X-conta. 
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SCHEDULE XI 
(See section 598). 

J,>rovisions of the Indian Companies Aft, 1913 (VII of 1913) inserted,\ 
by the Indian Companies (Amendment) Act, 1951 (LII of 1951), as they are1 

5 
to continue to be in force for a period of three years. · 

I 
86J. Restrictions on appointment, re-appointment and number of directors' 

their remuneration, etc.-(r) Notwithstanding anything to the contrary con·· 
tained in any other provision of this Act or in the memorandum or arciclcs of, 

10 or any agreement with, or any resolution passed in general meeting by, or by 
the directors of, any company,-

IS 

20 

35 

(a) any amendment in the memorandum or articles, or any variation 
in any agreement or resolution-

(i) which relates to the appointment or re-appointment of a 
managing director or of a director not liable to retire by 

· rotation, or 

(ii) which purports to increase or has the effect of increasing, 
, whether directly or indirectl~e remuneration of a managing 

director or any other director, or 

(b) any increase in the nu1nber of its directors except, in the case 
of a company which was in existence on the 21st day of July, 
1951, an increase which was within the maximum limits 
permissible under the memorandum and articles as in force on 
that date, and in the case of a company which came into existence 
after that date, an increase which is within the maximum limits 
permissible under its memorandum and articles as first 
registered, or 

(c) the appointment of a mamging director, in the case of an existing 
company, for the first time after the commencement of 
this Act, and in the case of a new company not having a manag- · 
ing director at the time of its. incorporation or within three 
months thereafter, for the first time after those three months, or 

(d) the re-appointment or appointment of a managing director after 
the commencement of this Act, if the terms of such re-appoint
ment or appointml!nt purport to increase or have the effect vf in
creasing .vhether directly or indirectly, the remuneration which 
the managing director or the previous managing director. as 
the case may be, was receiving immediately before such re
appointment c-r appointment, 

shall not have any effect unless approved by the Central Government and 
40 shall become void if aod in so far as it is disapproved by that Government. 

(2) Where a complaint is. maJe to the Cen.tral Government by the 
manauing director or any other duector, or the mangmg agent, of a companey 
that a~ a result of a change which has taken place or is likely to take 
place in Lhe ownership of any shares h~ld i~ the company, a change in the board 

45 of directors is likely to take place which (1f allowed) would affect prejudicially 
the affairs of the company, the Central Government may, if satisfied, aftr 
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such inquiry as it thinks fit to make that it is just and proper so to do, by 
order direct that no resolution passed or action taken to effect a change 
in the board of directors after the date of the complaint shall have effect 
unless confirmed by the Central Government ; and any such order shall have 
effect nctwitl)standing anything to tl:e contrary contained in any other s 
pro\"ision of this Act or in the memorandum or articles of, or any agreement 
with, or any resoluticn passed in general meeting by, or by' the directors of, 
the comrany. . . . 

The Centr!ll Government shall have power when any such complaint is 
received by it, to make an interim ord'er to the effect set out in this sub- IO 
section, before making or completing the inquiry aforesaid. 

(3) Nothing contained in sub-sections (1) and (2) shall apply to a private 
company, unless it is a subsidiary of a public C?mpany. 

II 

87AA. Restrictions on extension of term of office of managing IS 
agents.-In the cas.! of a company managed by a managing agent, a1y amend
ment in the memorandum or articles of, or any variation in any agreement 
with, or any resolution passed in general meeting by, or by the directors of, the 
company, which, after the cornrne;ncement of this Act, purports to extend, or has 
tho! effect of extending, the t.!nn of office of a managing ag.!nt holding office as 2o 
such on the 21st day of July, 1951, shall, not hav.! any effect unless approved 
by the Central Government and shall become void if and in so far as it is 
disapproved by that Governm::nt: notwithstanding anything to the contrary 
contained in any other provisi911 of tr.is Act or in th.! memorandum or 
articles, or in any such agreement or resolution: 'ZS 

Provided that nothing contained in' this section shall apply to a private 
company, unless it is a subsidiary of a public coll].pany. 

III 

87 B. (c). Second Proviso. 

In the case of a public company managed by a managing agent, a trans- 30 
fer of his office by the managing agent shall not have any effect unless 
approved by the Central Governmenc and shall become void if and in so far 
as it is disapproved by that Govern.ment. 

IV 
87BB. Changes in constitution of managing agency firm or 35 

corporation not to be given effect to without approval of Central Gov
ernment.-(z)Notwithstanding anything to the contrary contained in any other 
provision of this Act or in the memorandum or articles of, or any agree
ment with, or any resolution passed in general ·meeting by, or by the 
directors of, any company, where the managing agent of the company is a 40 
finn or a body c~rporate, any change - in the constitution of the 
finn or body corporate shrll require the previous approval of the 
Central Government ; and if the change is given effect to without 
such approvd having been obtained, the managing agent shall cease 
to act as such from the date on which the change is given effect to, 4S 
and shall, subject to the provisions of this Act, again become entitled to act 
as such if, and only if, the approval of the Central Government is accorded 
to the change. 
48 M of Law. 
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Explanation /.-Where the managing agent is a firm, a change in its 
constitution means any change among the partn;:rs of the firm, not caused 
by- -

(a) the death of a partner, or 
' 

tb) the retirement of a partner on the expiry, by efilux of time, of his 
- term of office as on the 21st day of July, 1951, or if he became a 

partner after that date, as fixed at the time when he became a 
partner, or 

(c) the appointment of a new partner in the place of a partner who has 
died or has retired on the expiry of his term of office as aforesaid. 

. Explan_ati~n 11.-Where the managing agent is a body corporate, a change 
in 1ts constltuuon means-

(a) the conversion of the managing agent from a private to a public 
company or from a public to a private company, or 

(b) any change among the directors or managers of the body corporate, 
not caused by-

(i) the death of a director or manager ; 

(ii) the retirement of a director or manager on the expiry by efilux 
oftime of his term of office as on the 21st day of July, 1951, or 
if he became a director or manager after that date, as fixed at the 
time when he became .a partner or manager ; or 

(iii) the appointment of a new director or manager in the place of a 
director or manager who has died or has retired on the expiry 
of hi-> term of o.lfice as aforesaid ; or -

(c) save as provided in sub-section (2), any change in the registered 
ownership of shares in the corporation, or in the case of a corpo
ration not having a share capital, any change in its membership~ 
not caused by the death of any shareholder or member or his 
replacement by his heir. 

(2) Where a managing agent is a public-company, the shares whereof 
3o are for the time being dealt in, or quoted by, anv of the recognised stock ex

changes of In :iia ·as notified by the Central Government in the Official 
. Gazette, no c~tange in the registered ownership of the shares of ~he 
- ~ company shall be deemed to be a change in its constitution within 

35 
the meaning and for the purposes of sub-section (I),unless the Central Go
vernment, by notification in the Official Gazette, otherwise directs. 

(3) No such notification sh1ll be issued in respect of any company hnless 
the Central Government is of opinion that any change in the registered 
ownership of its shares has taken place or is likely to take place, which has 

40 affected or is likely to affect prejudicially the affairs of any company which is 
being managed by the mimging agent. 

(4) Nothing in sub-section (I) shall apply to a private company 
unless it is a sub>idiary of a public c.-.mpany. 

v 

45 
87CC. Restrictions on appointment, . re-app~intmen~ or re-

muneration of managing agents.-(I) Notwithstanding anythmg to the 
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·~ontrary contained in any other provision of this ~Act or in the memo
·randum or articles of, or in any agreement with, or in any resolution passed 
.in general meetini by, or by the directors of, any company;-

( a) any app:>intment or re-appointment of a managing agent for the 
company, or r $ 

(b) any am;!ndment in the memorandum or articles, or any variation in 
any agreement or resolution, which relat~s to the appointment or 
re-appointment of a managing agent or which purports to increase 
or has the effect of increasing, whether directly or indirectly, 
the remun.!ration of the m::maging agent, 10 

·shall n')t hlVe any effect unle~~ approved by the Central Government, and 
·shall be void if and in so far as it is disapproved by that Government. 

(2) Nothin~ contained in sub-section (I) shall apply to a private com
-pany, unless it is a subsidiary of a public c~pany . 

• 
VI 

289B. Power of Central G()vernment to appoint advisory com
mission and to make rules in respect of certain matters.-(I) For 

IS 

the purpose of advising it in relation to -any m1tter arising out of the 
foregoing provisions of this Schedule, the Central Government may . 
constitute a Commission consisting of not more than three p~rsons with suit-- 20 
able qualifications and appoint one of them to b~ the Cluirman of the Com-
mission. · 

(2) It shall be the duty of.othe Commission to inquire into and advise 
·the Central Government on au· applications for approval m1de to the .Cen-
tral Government under any of the provisions referred to in sub-section (I\ .::2j 
.and on all other m1tters which m1y be referred to it by the Central 
Government under any of those provisions. 

(3) Every application for approval made to the Centnl G,wernment ·
<Ullder any of the provisions aforesaid shall be in such form as may be 
prescribed. . 30 

(4) Before any application for approval is made to the Central Govern
ment, there shall be issued by or on behalf of the company a general notice 
to the members, indicating the nature of the approval sought, and such notice 
shall be published at least once in the principal language of the 
district in which the registered office of the company is situate ·in ·a 3S 
newspaper circulating in that district, and at least once in English in 

. a newspaper simiiarly circulating in the district, and copies · of the 
~otices, together wlth a certificate by the company as to the due publica-

- uon thereof, shall be attached to th'! application for approval: · 

Provided that nothing in this sub-section shall apply to a private 40 
,company which is not the managing agent of a public company. 

. ~5) For the purpose of making any inquiry under this section, the Com
:.nusswn may-

(a} require the production before it of any bo~ks or other documents 
in the possession, custody or control of the company relating to 4~ 
any matter under inquiry ; · 

(b) call for any further information or explanation, if the Commission 
is of opinion that such information or explanation is necessary 
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in order that the books or other documents produced before it 
~ay afford full particulars of the matter to which they purport 
to relate; 

(c) with such assistants as it thinks necessary, inspect any books or
other -documents so produced and make copies thereof or take 
extracts therefrom ; 

(d) require any managing director or any other director, managing 
agent, manager, or other officer of the company or any 
shareholder or any other person who, in the opinion of the Com-

Io mission, is likely to furnish information with respect to the affairs 
. of the company relating to any matter under inquiry, to appear 
before it, and examine such person on oath or require him to
furnish such information as may be required and administer 
an oath accordingly to the person for the purpose. 

JS (6) If any person refuses or neglects to produce any book or other docu-
ment in his possession or custody which he is required to produce under 
this section or to answer any question put to him relating to any matter un
der inquiry, he shall be punishable with imprisonment for a term which may
extend ~o two years and shall also be liable to fine. 

20 

2j 

(7) No suit or other legal proceeding shall lie against the Central Govern-
ment, the Commission or the Chairman or any member of the Commission 
in respect of . anything which is in good faith done or intended to be done 
in pursuance of this section or of the provisions· referred to in sub-section. 
(1nor of any rules or orders made thereunder. 

VII 

(1) In the provisions contained in this Schedule, "this Act '' means. 
the Companies Act, 19-'4· 

(2) Anything done or deemed to have been done, or any action taken or
deemed to have been taken, before the commencement of this Act, in the-

30 exercise of any powers conferred by or under section 86J or 87AA, the further 
' proviso to clause (-c) of section 87B, or section 87BB, 87CC or 289B of the· 

Indian Companies Act, 1913 (VII of 1913) shall be deemed to have been. 
done or taken in the exercise of the powers conferred by or under the provi
sions contained in this Schedule, as if they were in force on the day on \Vhich. 

3$ such thing was done or such action was taken.; 
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SCHEDULE XII 

(See section 599). 

Enactments repealed 

Year No. Subject or short title Extent of repeal 

I 2 3 4 
$" 

1913 VII The Indian Companies The whole except to the 
Act, 1913. extent specified in 

section 598 and 
Schedule ·XI. 

:1951 LII The Indian Companies · · · Do. 10 
(Amendment) Act, 1951. 

'1952 Ll The Indian Companies 
(Amendment) Act, 19,2. 

lfhe whole. 

--·· 
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STATEMENT OF OBJECTS AND REASONS 

The object of this Bill is to amend and consolidate the law relating to, 
Companies. The last major amendment of the Indian Companies Act,... 
1913 (VII 'Of 1913) was undertaken in 1936 when the Indian 
Companies (Amendment) Act, 1936 (XXII of 1936) was passed. At the
end of World War II the need was felt for a further extensive 
revision of the Companies Act. Apart from the experience gained 
of the actual working of the Amendment Act of 1936, which disclosed the 
necessity for an early amendment of some of its provisions, many changes. 
had taken place in the intervening years in the organisation and management 
of joint stock companies, and over a wide sector that was dominated by new 
elements in trade and industry, the character of company management had 
also materially altered. Further, at the end of the War, the Company Law 
Amendment Committe·e in the United Kingdom, more familiarly known as. 
the Cohen Committee, had submitted its Report after a laborious enquiry 
spread over two years. This Report recommended several far-reaching
changes in the English Ccmpanies Act, 1929. As the Indian company law 
bad teen always largely based on the prevailing English law, the then 
Gouum:mt felt that the time was ripe for a further review of the Indian 
Cuq:2nies Ac~. A good deal of exploratory work was done between 1946· 
and 1950. Two distinguished company lawyers were successively appointed 
to advise Governn:mt on the broad lines on which the Indian Companies; 
Act should te revised. The recommendations of these two lawyers 
v.:ere further ex~ mined in the then Ministry of Commerce, and certain tenta
tive departmental vkws v.:hich emerged were circulated in a memorandum 
to the general public fer eliciting opinion on them. Many representations 
em this rmmcnmdt'm were duly received from trade and industrial organi
satfcns, learned bodies, associations, State Governments and the genera] 
rutlic. At the end of 1950, the Government oflndia appointed a Committee
under the chairmanship of Shri C. H. Bhabha to go into the entire question 
£f the revisicn of the Indian Ccmpanies Act, whh particular reference to its.. 
l::earing en the develorment of Indian trade and industry. This Committee· 
e:x~mined a large number of witnesses in different parts of the country 
and sutmitted its Report in March 1952. The Report was circulated to all 
State Governments, Chambers of Commerce, many trade associations and 
several ]earned bodies for an expression of their views on the recommenda-
tions contained in it. A special officer was also appointed in the Depart
ment of Ecor:omic Affairs at the same time to examine the Report and, on 
the basis of the views expressed by these organised trade and other associa
tions and the general public, to submit proposals to Government for the 
evision of the Indian Companies Act. 

2. The present Bill is based largely on the recommendations of the· 
Ccrnpmy Law Ccn rnittee mcdified in a few particulars by the views expressed 
on these reccmmenc'ations. The main principles underlying these recom
mendatiomtrre as follows : 

' -
(i) the provisions ·of the law both in regard to the formation and 

management of joint stock companies should be such as would 
ensure the maintenance of a minimum standard of good behaviour 
in company promotion and management without h-nrosing · 
needlessly irksome or rigid rules \vhich may hamper legitimate 
business or affect initiative or enterprise ; 

(ii) the law should provide for the fullest possible disclosure in pros
pectuses or statements in lieu of prospectuses issued, both before-
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and after a company is formed, and failure to make such disclosure 
should be visited with effective penalties ; 

-

(ill) company accounts should be prepared in - such a way as to · 
disclose all facts which are material to a full understanding of 
the manner in which companies are worked ; 

(iv) company meetings should be called and conducted in such a .way 
as to ensure that shareholders receive all reasonable facilities for 
exercising an intelligent judgment on the activities of the 
managem~nt ; ' 

(v) the provisions for investigation into the affairs of a company 
should be so designed as to enable an appropriate authority to 
intervene in its affairs not merely' when an offence has been 
committed, but also when it is estaplished that the affairs of a 
company are being managed in a manner prejudicial to the share- · 
holders of the company or "ppressive to any substantial portion · 
of them or when such investigation is otherwise necessary in the 
public interest ; 

(vi) the law should ~so provide for the establishment of an appro• 
priate authority not merely for enforcing the provisions of the . 
Companies Act or for carrying out the investigations which may 
be necessary under it, but also for generally overseeing the adminis
tration of the Act and for exercising in the public interest that 
reserve of authoritY.whichmustnecessarilyvestin some organ of 
Government. '··' 

The provisions of the Bill in its different Parts follow largely from the 
above principles. The major changes in the present Indian Companies 
Act which the Bill introduces thus relate to the following topics : 

(a) the promotion and formation of companies (clauses so to 74) ; 

(b) the capital structure of c<_:>mpanies (clauses 79 to 83) ; 

(c) company meetings and procedure (clauses 158 to 189) ; 

(d) the presentation of company accounts, theif audit, and the powers 
and duties of auditors (clauses 195 to 218) ; 

(e) the inspection and investigation of the affairs of companieS 
(clauses 219 to 235) ; 

(f) the constitution of boards of directors, and the powers and duties 
-or directors, managing directors and managers (clauses 236 to 
306); . . 

(g) the appointment of managing agents, terms and conditions of their 
service, their remuneration, the powers of managing agents 

' vis-a-vis directors, and the activities of managing agents in regard 
to borrowings, loans, contracts, sales and purchases (clauses 
307 to 359) ; and 

(h) the administration of company law. 

Most of the new provisions contained in the Bill on all these points are 
self-explanatory, and in the case of almost all these provisions the relevant . 
notes ~n clauses have indicated the recommend_ations of the Company Law . 
COmnuttee on which they are based. 
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3· As has been already mentioned, in a few particulars, the provisions 
of the Bill have deviated from the recommendations of the Company Law 
Committee. These deviations are, however, of a minor nature, and the notes 
on clauses have duly indicated and exphined them. There is, however, 
one important deviation from the recommendations of the Comp:my Law 
Committee which needs special mention. The Company Law Commit
tee devoted a good deal of space in its Report to problems of organisaton 
and administration, and recommended that the Central Government should 
not only resume its responsibility for the administration of joint stock 
companies which it had delegated to the State Governments, but that a 
statutory authoity at the Centre, to be called " Corporate Investment and 
Administration Commissic:n ", should be set up under the new Act for 
the administ.ration of the company law as well as for the discharge of other 
related functions, e.g. capital issue control and regulation of stock ex
changes when a Central measure for this latter purpose was passed. Action 
has already been taken on the first recommendation of the Company Law 
Committee. The • State Governments have been addressed regarding the 
intention of the Central Government to resume its powers under the Indian 
Companies Act and the constitution of a Central Organiation under the ad
ministrative control of the Department of Economic Affairs has been sanc
tioned. It is, however, proposed that the questiJn of conferring statutory status 
on this Organisation, if so necessary, may be considered after this Central 
Organisation has been set up and functioned for a reasonable period. For 
present therefore the duties and responsibilities which the Company Law 

·Committee visualised for the statutory authority would be carried on 
by the new departmental organisation. 

In the light of the recent experience of the Central Government, provi
sion has also been made in the Bill in respect of one or two matters which were 

_ not covered by the recommendations of the Company Law Con~ttee but • 
which are considered to be of sufficient importance to the working of joint 
stock companies in future to justify the making of special provisions in regard 
to them (e.g. clause 366). The notes on the relevant clauses will explain 
the reasons for these provisions. 

4· It is necessary to draw attention in this context to two other recom
mendations of the Company Law Committee which have affected the struc
ture of the Bill. In the Indian Companies (Amendment) Act, 1951 (LII 
of 1951), certain special powers were conferred on Courts of Law and the 
Central Government. While the powers conferred on the Courts by section 
7 ·of that Act were based largely on the provisions of section 210 of the 
English Companies Act, 1948, the other powers conferred on the Central 
Government were of a quasi-administrative nature to be exercised on the 
recommendations of an Advisory Commission provided for under section 8 

·of the Amendment Act. The Company Law Committee recommended that 
if and when the Indian Companies Act was comprehensively revised on the 
lines of its recommendations, Government should consider the desirability of 
repealing sections 2, 3, 4, 5, 6, and 8 of the Amendment Act of 1951 con-
atning these quasi-administrative powers. While it is not proposed to retain 
indefinitely these special powers, which the Central Government assumed in 
I 951, it is considered that it will not be expedient for the Central Government 
in the present circumstances of company management in this country, to 
divest itself of these powers till experience of the working of the new Act has 
shown that these special powers are no longer necessary. Clause 598 of the 
Bill, therefore, proposes the retention of these powers for a perkd of three 
years from the commencment ofthe new Act. The provisiolll of sections 
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"2, 3, 4, 5, 6 and 8 of the Amendment Act of 1951, which have been 
incorporated in the present Indian Companies Act as sections 86J, 87AA 
87B [second proviso to clause (c)], 87BB, 87 CC and 289B, have therefore 
been relega~ed to a Schedule (Schedule XI) attached to this Bill. Section 
7 of the Amendment Act, which it is proposed to incorporate permanently 
in the Companies Act, has been retained as clauses 367 to 377· The notes on 
these clauses expbin th~se structural changes. 

In regard to Table A in the present Act, the Company L'lw Committee· 
.recommended that having regard to the imp:lrtance of the provisions 
.contained in the compulsory regulations of this Table, it wa~ desirable 
that they should be inserted as independent sections in the Act itself. The 
.acceptance of this recommendation has involved the transfer to the body 
of the Bill of many of the provisions hitherto included in Table A. Further. 
in order to avoid unnecessary duplication, those regUlations in Table A w)l.ich 
:merely draw attention to the relevant provisions of the Act have been omit
ted. In the result the new Table A has been considerably abridged. The 
notes on clauses relating to this Table explain these structural alterations. 

5· Advantage has been taken of the opportunity offrred for the con
solidation of the Act for the first time since 1913 to re-arrange its differen~ 
Parts in a more logical order. The general principle has been to arrange the · 
.different Parts of the Act in such a way that they follow, as far as possible. 
the chronological sequence in the formation, growth and decay of com-
.panies. Thus, for example, it has been felt that the provisions of the Act 
which relate to the formation of companies should precede those relating to 
their management. The re-arrangement of matter which has followed as a 
·consequence ofthis decision has enutiled considerable changes in the struc
.ture of the present Act. It is, however, felt that these changes will even
tually result in a better understanding and appreciation ofthe scheme of the 
1ndian Companies Act. 

C. D. DESHMUKH. 
NEW DEUU; 

.I he 22nd August, 1953· 



NOTES ON CLAUSES 

PART I 

Clause 2. 

Sub-clause (1). "articles". The articles of a company may be altered' 
by the Court in pursuance of the power conferred on -it by clause 374 of" 
the Bill_ which corresponds to section 153C(6) oftheexisting Act. Reference-
has therefore been made to alteration in pursuance of this Act or of any
previous companies law. 

: The other alterations made are purely consequential. 

Sub-clause (2). "associate of the managing agent/' This is largely
based on the recommendations of the Company Law Committee (paragrapll 
28). ·· As pointed out by the Committee, if the provisions of the Act regarding 
the managing agent are to be effectively enforced, they have to be extended: 
to associates ofthe managing agent. Otherwise, they will be easily evaded •. 
In paragraph U), which defines the cases in which a body corporate will be an 
associate of a managing agent, the reference to "one-fourth. or more of the . 
total voting power" has been altered into "not less than one-half of the total~ 
voting power". It is not considered desirable to make a body corporate in 
which less than one-half of the voting power may be controlled by the_ 
managing agent, an associate of such agent. 

_ Sub-clause (4). "body corporate" or "corporate", and sub--clause(s}-
"book and paper" and "book or paper". These definitions are based on those· 
found in the English Act [section 455(1) and (3).J-See page 231 of the· 
Company Law Committee's Report. 

Sub-clause (6). "branch office". See paragraph 28 of the Company
Law Committee's Report. The definition suggested there has been recast so
as to express the intention in clear terms. 

Sub-clause (7). "company". The expressions "company", "existing com-
pany", "private company" and "public company" have all been defined in a 
~eparate clause, viz., clause 3. as that course is more convenient from the
drafting point of view. Attention has been drawn to those definitions in 
dause 3· 

S~tb-clause (8). "the Court". For the same reasons as have been given 
above it has been found convenient to define "the court having jurisdiction"· 
in a separate clause and to draw attmticn to that definition in tl;is clause. 

Sub-clause (9). "debentures". The existing definition has been amplified_ 
on the lines of the definition found in the English Act, viz., section 455(1). 
See par a graph 27 and also page 228 of the Company Law Committee's Report • 

......... 
Sub-clause (12). "document". This is based on the definition found in 

section 455(1) of the English Act. See page 231 of the Company Law Com
mittee's Report. 

Sub-clause (13). "existing company". Please see the note on sub-clause--
(7)· 

330 
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Sub-clause (14). "financial year". This is base~ on the definition sugges-- · 
ted at page 228 of the Company Law Committee's Report. See also paragraph_. 
28 of the Report. The provision that the financial year should not exceed_ 
15 months or in special cases 18 months has been embodied more appro
priately in a substantive clause of the Bill, viz., clause 195 which., provides· 
for the laying of the accounts of the company before th~annual general 
meeting. 

Sub-clause(15). "holding company". The expressiops "holding com-
pany" and "subsidiary" have been defined in clause 4 ; and attention_ 
has been drawn to that definition in this clause. 

Sub-clause (16). "India"~ See section 2(1) (7) of the existing Act.~ 

Sub-clause (17). "insu~ance compan_y''. See section 2(1) (8) of the exis--
ting Act. · · 

. -
Sub-clause (18). "issued generally". See paragraph 28 of the:compan)•

Law Committee's Report. This is· based on the definition found in the 
English Act-section 455(1). A drafting improvement has been effected in 
that definition, making it quite clear that an issue to existing members or-· 
debenture holders and others will also fall wi~hin the scope of the definition. 

Sub-clause (19). "manager". The managing agent has been specifically~ 
excludl!d from the definition of "manager" as suggested by the Company
Law Committee, vid~ paragraph 27 and page 299 ofits Report. It has also 
been made clear that a manager must be an individual and not a firm or a~ 
body corporate. ' .. • 

Sub-clause (20). "managing agent". This is based on the definition sug
gested by the Company Law Committee. See para. 27 and page 229 of its. 
Report. . The words "except to the extent otherwise provided for in the. 
agreement" which occur in the existing definition have been omitted. 

- Sub-clause (22). "memorandum". The definition has been brought into• 
line with the definition of "articles" by referring to alterations made under· 
the previous companies laws as well as this Bill. 

Sub-clause (23). "officer". The existing definition has been expanded~ 
so as to cover the case where the m1lnaging agent is a firm or a body corporate. 
In such a case a partner in the firm or a director, managing agent or manager· . 
of the body corporate will be-treated as an officer. Clauses 504, 500 and 506 
correspond to sections 235,236 and 237 of the existing Act and clauses 441 
and 442 to sections 195 and 196 of the existing Act, while clauses.: 
577 to 581 correspond to section 278 of the existing Act. The liabi
lities imposed by sections 195 and 196 on officers of the company and the 
privileges conferred by section 278 should, it is considered, extend also to the • 
auditors of the company. 

Sub-clause (25). "paid-up capital". The insertion of this definition, 
simplifies the drafting of the Bill in various places. 

Sub-clause (27). "previous companies law". The expression occurs in 
mJ.ny places in the Bill, and has been comprehensively defined in clause: 
3(1) (ii) of the Bill. 

Sub-clause (30 ). "prospectus". This is based on the definition found in 
the English Act [section 455(1) ]. The words "b~,t shall not include any 
trade advertisement which shows on the f~ce of it that a formal prospectus has 
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·been prepared and filed", which occur in the definition in the existing 
Indian Act have been omitted as suggested in paragraph 27 of the Company 

·Law Committee's Report. 

Sub-clause (32). "Schedule'' and sub-clause (33) "Scheduled Bank". 
· These definitions have been added as they occur in many places in the Bill. 

Sub-clause (34). "share". This definition corresponds to section 2(1) 
.(16) of the existing Act. 

Sub-clause (35): "subsidiary company" or "subsidiary". Please see the 
~note on sub-clause (15). 

Sub..:clause (36) "total ;voting power'.' This expression occurs in many 
:places in the Bill; and a definition is therefor~ desirable. 

· Sub-claust. (37). "trading corporation". See section 2(1)(17) of the 
. existing Act. 

Clause 3·-This combines clauses (2), (7), (13) and (13A) of sub-section 
. (1) of section 2 and section 2A of the existing Act. The Acts enumerated 
. in clause 3(1)(ii) are previoll$ companies laws. Proviso (i) to section 2A of 
- the existing Act has become spent and has therefore been omitted. 

Clause 4.-As suggested by the Company Law Committee (paragraph 
_ 27), the definitions are based on those found in section 154 of the English Act •. 
- The illustration has been added so as to bring out clearly the intention under
~Jying sub-clause (1)(c). A few minor drafting improvements have also been 
. effected. 

Clause 5.-This is based on section 440(2) of the English Act. Til~ 
:language, however, has been amplified so as to cover all cases which are in-

tended to be included. For instance, a person who is him>elf guilty of the 
. default, failure etc., although he cannot be said to authorise or permit the 
. default or failure is obviously intended to be within the scope of this pro
-vision. 

. ~ 

Clause 6.-This is based on section 455(2) of the English Act, vide para
: graph 30 of the Company Law Committee's Report. 

Clause 7.-This is intended to make it clear that the provisions of this 
Bill will override the memorandum, articles, agreements executed by the 

. company, and resolutions passed in general meeting by the company and 
-resolutions passed by the directors of the company, unless it is expressy 
- provided otherwise in the Bill itself. This clau :;e will apply whether the memo-
. randum or articles, agreements or resolutions, be before or after coming into 
. operation of this Bill. 

Clause 8.-This is based on the recommendation made by the Company 
Law Committee in paragraph 31 of its Report. In regard to winding up~ 

- the District Court may be invested with jurisdiction only in respect of 
, companies whose paid-up share capital is one lakh of rupees or less. In 

respect of certain other specified matters chief among which are those relating 
- to investigation, and remedial action where the company acts either oppre3-
. sively, or prejudicially to the interests of the company, jurisdiction will vest 
• exclusively in the High Court. 
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PART II 

Clause 9.-The corresponding section of the existing Act is section 4· 
It is inappropriate that companies should hereafter be formed either in pur-
suance of an Act of Parliament ofthe United Kingdom or of Royal Charter· 
or Letters Patent. This explains the omissions made from sub-sections (I)· 
and (2) of that section. 

Sub-clause (3) makes a few drafting improvements in section 4(3) of the
existing Act. 

Clause Io.-See section 5 of the existing Act and section I of the English 
Act. No change of substance has been made. 

Clause II combines sections 6, 7 and 8 of the existing Act. Compare: 
section 2 of the English Act. 

Clause I2.-See section 9 of the existing Act and section 3 of the Eng
lish Act. 

Clause I3.-Sub-clause (1) corresponds to section IO of the existing 
Act and section 4 of the English Act. 

Sub-clause (2) brings out the intention quite clearly. 

Sub-clause (3).-Compare the proviso to section IO of the" existing Act. 
It has been generalised so as to refer to everything which need not be included 
in the memorandum. I 

Clause 14-combines sections 12, 13 and I4 of the existing Act.· Compare_ 
section 5 of the English Act. V 

Clause 15.-Compare section 15 of the existing Act. Sub-section (1) oi. 
that section has been split up into two sub-clauses in the Bill. 

Clause 16.-The first paragraph of section 16 of the existing Act has· 
been split up into two sub-clauses. ' · 

• Clauses I7 to2r.-As the name of the company has to be mentioned in: 
Jts memorandum, these provisions have been placed immediately after those
relating to the memorandum. 

Clause 17.-Sub-clause (1) is based on section I7 of the English Act.
!t .generalises the specific prohibitions contained in section 11(3) of the ex- , 
lStmg Act. 

. . Sub-clause (2) is based on the latter portion of section 11(1) of the
extstm g Act. 

Clause 18 is based on section I 1(4) of the existing Act and section 18(1) · 
of the English Act. ' 

Clause 19.-Compare section 11(2) of the existing Act and section 18(2) · 
of the English Act. 

Clause 20.-Compare section 18(3) and (4) of the English Act. It ·has· 
been made clear that when the name is changed, the Registrar should him-· 
self make the necessary alteration in the memorandum of the company. 

Clause 21 .-Compare section 26 of the existing Act and section 19 of the~ 
English Act. 
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~ Sub-clause (4) is based on the Company Law Committee's recommenda~ 
--tion in paragraph 38 of the Report. 

. Sr~b-9lause (6) (d) is intended to give effect.to the recommendation con
-tamed m paragraph 37 of the O:>mpany Law C':>mmitte:!'s Rep;:,rt. The 
provision has been drafted in elastic terms. 

• In most other respects the clause is based on section 19 of the English 
- Act with a few verbal changes here and there: 

Clause 22 corresponds to section I7(J) of the existing Act. 

Clause 23 corresponds to section 17(3) and (4) of the existing Act. 

Clq.use 24 Sub-clause (1) gives effect to the Company Law Committee's 
· recommendation in paragraph 34· All the regulations set out in section 17(2) 
·of the existing Act (in addition to some others which, according to the C':>mpany 

_ Law Committee, should also be obligatory on all companies) have been 
embodied in the Bill. The latter portion of the first paragraph of section 
17(2) and the two provisos have accordingly been omitted. 

Sub-clause (2) corresponds to section 18 of the existing Act. 

Clause 25 corresponds to section 19 of the existing Act. Reference 
,has been added to the occupation of the subscribers of the memorandum, 
--in accordance with the Company Law Committee Report. 

Clause 26 except that sub-section ~(I) of section 20 has been split 
::up into two sub-sections, no change has been made. 

- Clause 27 corresponds to section 16 of the English Act and section 67 
·--of the existing Act. The provisions have been generalised so that they m1y 

be applicable to all cases which may occur. 

Clauses 28, 29 and 30 correspond to sections 22, 23 and 24 of the 
existing Act. No change of substance has been made. 

Clause 31 corresponds to section 21 of the existing- Act and section 
· 20 of the English Act. The lan.guage has b~en generalised so as to m1ke a 
reference not only to the members of the c.>mpany but also to th! co.:n.J.lny. 

· Clause 32 corresponds to section 27 of the existing Act and section 
-21 of the English Act. For the words "com:n!ncem~nt of this Act" w~ich 
refer to the commencem~nt of th! Act of 19I3, the d1te oa which thlt Act 

.-came into force, viz. the 1st d1y of April, 19r4, h1s been substituted. 

Clause 33 corresponds to sectio'"n 20A of the existing Act and section 22 
. of the English Act. In the proviso, the words "a particular alteration" have 
been substituted for the words "the alteration" so as to bring out the m!aning 
df.urly. 

' -tause 34 corresponds· to section 25 of the e~sting Act and section 
· 24 of the English Act. . Power has been conferred 1~ general terms on any 
company to reduce any fee or charge etc.- payable to 1t (clause 591). H~ce 

· the omission of the words "or such less sum as the company may prescnbe" 
which occur in the existing Act. 

In sub-clause (2) reference has been made to the. officer of the company 
-wl:!o is in default,-compare section 24(2) of the Enghsh Act. 
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Clause 35 in sub-clause (I), reference has been f.:made to certain re
solutions and agreements which have also to be treated in the same way as 
articles of the company. 

Clauses 36, and 37 correspond to sections 26 and 27 of the English Act. 
·Clause 36 corresponds to section 30 of the Indian Act. Section 27 of the 
English Act has been incorporated in accordance with the CoJ!I.p~y Law 
Committee's recommendation in paragraph- 40 of the Report. 

Clauses 38 and 39 correspond to section 154 of the Indian Act and., 
-sections 29 and 30 of the English Act. The best place for this provision 
however seems to be here. This is in accord with the arrangement in the 
English Act. 

Clause 40 corresponds to section I47 _of the Indian Act , and section 31· 
<>f the English Act. The best place for this clause see~s to be here. 

Clauses 4I to 43 correspond to sections 88, 89 art4 90 of the Indian Act 
and sections 32, 33 and 34 of the English Act. 

Clause 44 is based on the Company Law Committee's recommend
-ation at page 296 of its Report. 

Clause 45 is based on section 9I of the existing Act and section 35 of the 
English Act. 

Clauses 46 to 48.-These are based on sections I48 and 149 of the existing 
Act and regulations 1 I2 to I I 5 of Table A in the first Schedule to that Act. 
which are all compulsory regulations. See section I7 (2) of the existing 
Act . They have therefore been 'ihcorporated ~in the b:>dy of the Bill as 
suggested by the Company Law Committee. 

Clause 49.-Compare section I50 of the existing Act and section 36 of 
the English Act. 

PART III 

It is consid<;!red d!sirable to put th~ provisions relating to prospectuse 8 

.allotment of shares, and the i>sue of shares at a commission or discount etc' 
in a separate Part. The place assigned to these provisions in the Bill corrres
p0nds to the place which h H b:!en assigned to them in the E:tglish Act. The -
provisions relating to prospectuses and allotm~nt are m)stly based on the 
-drafts suggested by the C')mpany L'lw O.)mmittee at pa_5es 375 to 389 of 
the Report. These in their tura are larg.!ly modelled on the provisions of 

. the English Act (sections 37 to 52). 

Clause ~o.-See section 92 of the Company Law Committee's draft and 
section 36 of the English Act. 

Clause 51.-See sectiqn 93 of the O)mpany L'lW Committee's redraft 
. and section 38 of the English Act. Section 39 of the English Act having 
been omitted by the Committee, the words "Subject to the provisions 
()f the next folbwing sectio:t" have had to be omitted from sub-clause 
(1) of clause 51. It is considered desirable to retain the provision 
·C.J-'ltained in sub-section (5) (b) of section 38 of the English Act. Where 
the new shares or debentures are to be uniform in all respects with previous 
ismes and they are also dealt in on a recognised stock exchange, there seems 
"to be no reason for applying the provisions of the clause. 
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Clause 52.-See section 94 of the Company Law Committee's redraft 
and section 40 of the English Act. Only scme verbal improvements have
been sought to be effected. 

Clause 53.-See sec1ion 95 of tre Ccrrr~ry law Ccrrmittee's redraft 
and section 41 of the English Act. A few drafting changes of no great con
sequence have been made. 

Clause 54.-See section 96 of the Company Law Committee's redraft 
and section 42 of the English Act. It may be noted that the Company Law 
Committee's redraft makes the provisions applicable to all companies whether 
or not they have a share capital and the exemption contained in section 42(2) 
of the English Act in regard to private companies has also been omitted. 
Clause 54 in bo1:h respects follows the Ccmpany Law Committee's redraft. 

Clause 55.-See section 97 of the Company Law Committee's redraft 
and section 43 of the Engli~h Act. Scme minor drafting changes have been 

made. 

Clause 56.-See section 98 of the Ccmpmy Lliw Committee's redraft 
and secticn 440f the English Act. No changes of substance have been made. 

Clause 57.-See section roo of the Company Law Committee's redraft 
and section 45 of the English Act. 

Clause 58.-See section ror of the Company Law Committee's redraft 
and section 46 of the English Act. Sub-clause (c) of the clause is a fresh 
addition made by the Company Law Ccrnmittee which is not found in the 

Engish Act. 

Clause 59.-This is based on section rorF ofthe Company Law Commit· 
tee's redraft. There is no similar provision in the English Act. 

Clause 60.-This is based on section ro2 of the Company Law Commit
tee's redraft. Here again there is no corresponding provision in the English 

Act. 
Clause 61.-This corresponds to section 55 of the English Act. The 

.insertion of this provision has been recommended by the Company Law 
Committee. See pages 298 and 299 of the Report. An endeavour has 
been made to simplify the drafting of the clause so as to bring out the meaning 

quite clearly. 

Clause 62.-See section 99 of the Company Law Committee's redraft .. 
Only a few drafting improvements have been effected. This clause corres
ponds to section 12 of the British Prevention of Fraud (Investment) Act. 
1939 (2 and 3 Geo 6 Chapter r6). 

Clduse 63.-See section IOIA ofthe Company Law Committee's redraft 
and section 47 of the English Act. Scb-section (8) of section rorA of the 
Company Law Ccmmitt<:e's redraft has been embcdied in a separate para

graph of sub-clause (4) of this clause. 

Clause 64 .. -See section rorB of the Company Law Committee's redraft 
and section 48 of the English Act. 

Clause 65.-See section rorC of the Company Law Committee's redraft 
and section 49 of the English Act. 
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Clause 66.-See section 101D of the Company Law Committee's redraft 
and section so of the English Act. The proviso to sub-clause (I) of the 
clause has been suggested by the Company Law Committee; it is not found 
in the English Act. , 

Clause 67.-See section IOIE of the Company Law ·Committee's re-· 
draft and section s I of the English Act. One change of substance has been 
made; it is laid down that permission to deal in the stock exchange should 
have been granted in respect of shares and debentures. The mere fact that. 
the permission has not b;!en refused will not be sufficient. 

Clause 68.-Compare section IOID(6) of the Company Law Committee's 
redraft and section so(6) of the English Act. As the provision is one which 
applies both to clause 66 and to clause 67 it is considered more appropriate 
to put it as an independent clause. ' ·. , . 

Clause 69.-Cornpate section I04 of the Indian Act and section 52 of 
the English Act. As recommended by the Company Law Committee (page 
299 of the Report) a separate provision has been made for the case of bonus 
shares. In their case, no contract in writing need be filed with the Registrar. 

Clause 70.-This corresponds to section IOS of the Indian Act and section 
53 of the English Act.· As suggested by the Company Law Committee (page 
300 of the Report), it has been laid down that the rate of the commission 
should not exceed IO per cent and a maximum penalty of 500 rupees has also 
been imposed. 

Clause 71.-This corre5'ponds to section 54A of the Indian Act and 
section 54 of the English Act. T.h'e changes suggested in paragraph so 
the Company Law Committee's report have been embodied _in the redraft. 

Clause 72.-This corresponds to section 56 of the English Act and its 
incorporation is based on the Company Law ·Committee's recommendation 
(page 300 of the Report). 

Clause 73.-See section IOSA of the existing Act and section 57 of the 
English Act. Only a few drafting changes have been made. The provision 
that the maximum rate of discount should not exceed IO per cent is found 
in the Indian but not in the English Act. The Indian Act has been followed. 

Clause 74.-See section I05B of the Indian Act and section 58 of the 
English Act. As suggested by the Company Law Committee (page 300 of 
the Report), the penal provisions have been extended to the whole section, 
and the provision in sub-section (3) of section 58 of the English Act has 
been embodied as sub-clause (3) of the clause. 

Clause 75.-See the redraft of section I05 C suggested by the Comp~y 
Law Committee at_ page 399 of the Report .. No change of substance has 
been made. An endeavour has been made to bring out the intention as 
clearly as possible. · 

PART .IV 

Clause 76 corresponds to section 28(I) of the Indian Act and section 
73 of the English Act. . 

Clause 77 corresponds to section 28(2) of the Indian Act and section 
74 of the English Act. The proviso, which is found in the English section• 
48 M of Law. 
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has been incorporated It is clearly unnecessary that fully paid-up shares 
w.h.ich rank alike in all respects should have separate distinguishing num· 
bers.-

Clause 78.-Compare section 29 of the Indian Act and section 81 of 
the English Act. As "share" has been defined in clause 2 of the Bill as in
cluding stock, it is unnece~sary to refer to stock in this clause. 

Clauses 79 to 83.-are based on the recommendations of the Company 
Law Committee in paragraphs 47-49 of the Report. See also the summary 
of the recommendations at pages 241-244 of the Report. 

Clause 84.-See recommendation (viii) at page 244 of the Report of 
the Company Law Committee. 

Clause 85.-See section 49 of the Indian Act and section 59 of the Eng
lish Act. The provision in clause (a) of those sections, which authorises 
the company to differentiate between the share holders in the amounts and 
times of payment of calls, has not been embodied in this clause, as it is con
sidered that this power is open to abuse. It does not also seem to be neces-

- sary that when shares are issued at the same time, different provision should 
be made in regard to the amounts, or the times of payment, of calls on the 
shares. / • 

Clause 86.-See section 50 of the Indian Act and section 61 of the English 
Act. Provision has been made in sub-clause (r)(a) for increasing the share 
capital by adding to the amount paid up on the existing shares, but it has 
been made clear that the addition should be made from the accumulated 
profits, reserves or capital moneys o:f the company and that no fresh liability 
should be imposed on the shares. 

Clause 87 .-Compare section 5 I of the Indian Act and section 62 of the 
English Act. 

Clause 88 .-See section 52 of the Indian Act and section 63 of the English 
Act. 

_ Clause 89.-See section 53 of the Indian Act and section 63(1) of the 
English Act. Those provisions imply the existence of the power referred 
to in this clause, in the company. _It is considered desirable to bring out 
this intention clearly. 

Clause 90.-=-See section 53 of the Indian Act and section 63 of the English 
Act. Only some drafting changes have been made. 

Clause 91.-See section 68 of the Indian Act and section 64 of the 
English 1\ct . 

. Clause 92.-See section 69 of the Indian Act and section 6o of the English 
Act. · 

Clauses 93 to 97.-These are based on sections 55-66 of the Indian Act 
and sections 66-71 of the English Act. The sections have been re-arranged 
on the lines of the English Act. 

Section 67(3) of the English Act has been embodied as sub-clause (3) 
of clause 94, as recommended by the Company Law Committee at page 245 
of the Report. · 
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Ciause 9S .-Compare section 64 of the Indian Act and section 7I of 

the English Act. The word "knowingly" has been substituted for ''wilfully" 
in sub-clauses (a) and (b), 

Clauses 99 and 100.-See section 66A of the Indian Act and section 72 of
the English Act. Regulation 4 of Table A of the Indian Act has been em
bodied in clause 99· The time-limit laid down in sub-section (2) of the Indian 
section has been extended to 2I days. See sub-clause (2) of clause IOO. Thes~ 
changes are based on the recommendations of the Company Law Committee. 

Clauses 101 to 106.-These are based on sections 34-37 of the Indian Act 
and sections 75-79 of the English Act. · • · · 

Clause 101.-Sub-clause (I) is intended to make the relevant clause 
applicable to the case of a company having no sha~e capital. 

Sub-clause (z) makes the provisions inapplicable to non-trading com
panies. 

Clause 102.-Compare section 34(3) of the Indian Act and section 75 
ofthe English Act. The first proviso is based on the proviso to section 34(3) 
of the Indian Act and the second on the proviso to section 75 of the English 
Act. . 

Clause 103.-See section 34(6) of the Indian Act and section 76 of the 
English Act. 

Clause 104.-See section 34(I).•ofthe Indian Act. 

Sub-clause (3) is based on section 34(2) of the Indian Act. 

Clause 105.-This gives a right of appeal against refusal to recognize 
transfers on the lines suggested in paras. 42 and 43 of the Company Law 
Committee's Report. (See also the summary at pages 238 and 239 of the 
Report.) It has been made clear that there will be no right of appeal against 
refusal to recognize the transfer of a share of a private company which is not 
a subsidiary of a public company,-see sub-clause (3). 

Sub-clause (7) provides for appeals being heard in camera. 

Clause 106. incorporates the provisions of section 79 of the English 
Act, as suggested in paragraph 45 of the Company Law Committee's Report. 
Only a few drafting improvements have been effected. . 

Clauses 108 and 109.-These are based on sections 43-48 ofthe Indi~n 
Act and sections 83 and I I2 of the English Act. The safeguards suggested 
by the Company Law Committee in paragraph 46 of the Report, viz. that the 
prior approval of the Central Government should be obtained for the issue of 
bearer share warrants and that the articles of the company should specifically 
authorise the issue of such warrants, have been ·embodied inr. he clauses-. 

. Clause 110.-Please see section 84 of the English Act. Its incorporation 
ts based on the Company Law Committee's recommendation i n paragraph 
237 of the Report. It is, however, considered that the best place for t.ftis 
provision is here rather than in the place suggested by the Company Law 
Committee. The maximum penalty provided is 3 years' imprt.'iunment. 

Clause 111.-This is based on the Company Law Committee's recom-
endation vide paragraph 227 of the Report. "' · . 
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Clause 112.-See section 125 of the Indian Act and section 87 of the 
English Act, and also the Company Law Committee's recommendation at 
page 303 of the Report. The provision for inspection of the register of de
benture holders has been incorporated in a later clause of the Bill, viz. clause 
156. Clause 112 has, therefore, been confined to the furnishing of a copy 
of the trust deed issued with respect to any debentures. Power has been 
given to compel the Court to order a copy of the trust deed to be supplied and 
the penalty has been confined to officers of the company in default. 

Clause 113.-See section 88 of the English Act. Its incorporation in 
the Bill is based on paragraph 228 of the Company Law Committee's Report. 

Clause 114.-See section 126 of the Indian Act and se_ction 89 of the 
English- Act. 

Clause 115.-See section 127 of the Indian Act and section 90 of the 
English Act. 

Clause 116.-See section I28 of the Indian Act and section 92 of the 
English Act. 

Clause 11'1.-See section 129 of the Indian Act and section 94 of the: 
English Act. · 

PART V 

This Part corresponds to Part III of the English Act. As in the English 
Act, it is considered desirable to put all the provisions relating to the registra
tion of charges and the like in a separate Part. 

Clause 118.-This is merely intended to simplify the drafting of the 
subsequent clauses in this Part. 

Clause 119.-See section 109 of the Indian Act and section 95 of the 
English Act. The question of the amendment of the Indian Registration 
Act suggested in paragraph 226 of the Company Law Committee's Report 
will be taken up separately. The other alterations suggested to section I09 
at page 302 of the Report have been embodied in this clause. 

Clause 120.-See section I09(2) of the Indian Act. 

Clause 121.-See section I09A of the Indian Act and section 97 of the 
English Act. ' . 

Clause 122.-See section iio of the Indian Act and section 95(8) of 
the English Act. 

Clause 123.-see section III of the Indian Act and section 95(9) of the 
English Act. 

Clause 124.-See section 112 of the Indian Act and se:tion 93 of the 
English Act. 

Clause 125.-See section I 13 of the Indian Act. 

Clause 126.-see section 114 of the Indian Act and section 98(2) of the 
English Act. 

Clause 127.-See section 115 of the Indian Act and section 99 of the 
English Act. · 
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Clause 128.-See section 116 of the Indian Act and seetion 96 of the 

English Act. -

Clause 129.-See section 116(3) of the Indian Act.· 

Clause 130.-See section 117 of the Indian Act and section 103 of the 
English Act. 

Clause 131.-See section uS of the Indian Act and section 102 (\fthe 
English Act. 

Clauses 132 and 133.-See section 121 of the Indian Act and section -
100 of the English Act. Oause 133 gives power to the Registrar to make 
an entry of satisfaction or release, even though the company has not made 
a report to him in pursuance of clause 133· This is based on the provision 
contained in section 100 of the English Act. · 

Clause 131.-See section 120 oftl_:le Indian and section 101 of the English 
Act. · 

Clause 135.-See section 122 of the Indian and sections 96 and 99 of the 
English Act. 

Clause 136.-See section 123 of the Indian and section 104 of the English 
Act. · 

Clause 137.-See section 12~ 9fthe Indian and section 105 of the English 
Act. · , . 

Clause 138.-This clause provides for the registration of charges created 
before the coming into operation of this Bill which require registration under 
its provisions but which did not require registration under the Indian 
Companies Act of 1913. In such a case, the date on which this Bill comes into 
operations is to be treated as the date on which the charge was created or on 
which the property subject tothe charge was acquired. 

PART VI 

Clause 139.-This corresponds to sectio~ '72 of the existing Act. As 
recommended by the Company Law Committee, provision has been made 
to the effect that except on the· authority of a special resolution passed by the 
shareholders the registered office of the company 'should not be moved more 
than 10 miles from its location at the commencement of this Act, or in the 
case of a company which is .established after the commencement of this Act, 
from the place where it is first situated. In sub-clause (3) provision has been 
made for the punishment not only of the company but also of officers of the 
com_Pany who act in contravention of the provisions of this clause. ·Compare. 
section 107(3) of the English Act.· . 

Clause 140.-Sections 73 and 74 of the existing Act have been 
combined on the lines of section 108 of the English· Act. The drafting has 
been simplified and made clearer. 

Clause 141.-Corresponds to section 75 of the existing Act. The pro
visions have been made applicable to business letters, bill-heads and letter 
raper. A few drafting alterations have also been made. 
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tiause i42.-Thls corresponds to section I03 of the Indian Act and 

sectio!l I09 of the English Act. Section I09(I) (c) of the English Act has 
been mcorporated as suggested at page 299 of the Gompany Law Committee's 
Rel?o:t: The addition . will prevent comp~~ from commencing business 
untiltt has been ascertamed that no money ts liable to be repaid to applicants 
for sha~es or d~b~ntures offered for public subscription by reason of failure 
to obtam permtss~on for the shares or debentures to be dealt in on a stock 
exchange. 

Clauses 143 to 149.-These correspond to sections 3I, 3IA, 33, 38, 39 
and 40 of the Indian Act. The provisions about annual returns (section 
32) have been embodied iii a later clause, and those relating to transfer of 
shares (s~ctions 34 and 35) have been embodied in earlier clauses. 

The proviso to sub-clause (I) of clause I43 incorporates the provision 
contained in the proviso to section no (I) of the English Act. See there
commendations of the Company Law Committee at page 237 of its Report. 

Clause 144.-This corresponds to section 3IA of the existing Act. 

Clause 145.-This provides for a register and an index being maintained 
in respect of debenture holders similar to the register and index in respect 
of members provided for in clauses 143 and 144, having regard to the impor
tance of debentures as a means of financing the operations of companies at 
the present day. 

Clause 146. corresponds to section 33 of the existing Act and section 
ll7 of the English Act. 

Clause 147.-This corresponds to section 37 of the Indian and section 
liS of the English Act. Provision has been made for penalising the com
pany and its officers who act in disregard of the provisions of this clause. 

Clause 148 corresponds to section 38 of the existing Act and section 
n6(1), (2) and (3) of the English Act. The provisions in the existing Act 
have been made clearer, in regard to the powers of the Court and also in regard 
to appeals. Compare sub-clauses (3) and (4) of the clause with sub-section 
( 3) and the proviso to that sub-section in existing section 38. 

Clause 149 corresponds to section 39 of the Indian Act and section 
I 16 (4) of the English Act. 

· Clauses 150 and 151.-These correspond to sections 4I, 42 and 42A of 
the Indian Act and sections II9 and 120 of the English Act .. As recommend
ed in the Company Law Committee's Report (page 240) the sections have 
been made applicable to all foreign countries instead of being confined to 
the United Kingdom and Burma, as the existing Act does. The provisions 
have been extended to debenture holders also. 

Clause 152.-This corresponds to sub-sections (1) and (2) of section 32 
of the existing Indian Act and section 124 of the English Act. The detailed 
provisions contained in section 32 (2) of the existing Act have been taken 
over and incorporated in Schedule V. That Schedule as recommended by 
the Company Law Committee embodies all the provisions contained in the 
corresponding Schedule of -the English Act viz. the Sixth Schedule. The 
annual return will cover the register of debenture holders also. 

Clauss 153. provides for an annual return being made by a company 
not having a share capital, on the lines of section 125 of the Eng;lish,Act. See 
the recommendation at page 238 of the · rmpany Law Comnuttee s Reporr. 
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Clause 154.-corresponds to sub-sections (3) and (4) of section 32 of 
the Indian Act and sections I26 and I27 of the English Act. 

Clause 155.-corresponds to section 32 (5) of the Indian Act and sections 
I24(3), I25(3), I26(2) and I26(3) of the English Act. Sub-clause (2) corres- · 
ponds to section 32 (5) of the Indian and sections I24(4), 125(4), I26(2), 
I26(4) and I27(3) (second para) of the English. Act. 

Clause 156.-corresponds to section 36 of the Indian Act. The pr9-
visions have been generalised so as to be applicable not only to the register 
of members but also to the register of debenture holders and annual returns 
including the documents etc. ann~xed to those returns. 

Clause 157.-g_eneralises the provision contained in section 40 of the 
existing Act. 

I . 
Clause 158.-This corresponds to section 77 of the Indian Act and section 

I30 of the English Act. It is consiJered desirable to place the provision about 
the statutory meeting which will precede the first annual general meeting 
before the provision relating to the latter. The slight amendments suggested 
by the Company Law Committee in paragraph 72 of its Report in the new 
clause have been made. 

Clause 159.-This corresponds to section 76 of the Indian and section 
I 3 I of the English Act. The Company Law Committee has revised the whole 
section so as to give effect to the suggestions containedin paragraph 73 of 
its Report. -see p. 347 of the Report. An attempt has been made to draft 
the clause in as clear and simple terms as possible. The expression "finan
cial year" which occurs in this cl911se will have the meaning assigned to it by 
clause I95· 

Clause 160.-This corresponds to section 78 of the Indian and section 
132 of the English Act. The recommendation contained in paragraph 76 (see 
also page 248) of the Company Law Committee's Report has been embodied 
in sub-clause (6) of the new clause. 

Clauses 161 to 178.-These clauses embody the provisions contained in 
new sections 79 and 79A suggested by the Company Law Committee in 
paragraph 75 and at pages 348 to 352 of its Report, as well as the important 
provisions contained in Table A of the existing Act, in so far as they are appli
cable to meetings. 

Clause 161.-This indicates the extent of the applicability of the subse
quent clauses, viz. I62 to I78. They will apply in their' entirety and notwith
standing anything to the contrary contsilned in the ·articles, to public com
panies and private companies· which are subsidiaries of the public companies. 
So far as private companies which are not subsidiaries of public companies 
are concerned, they will apply only to the extent to which the articles of the 
company do not contain provisions to the contrary. In regard to meetings 
of any class of members of the company or debenture holders or any class of 
debenture holders, the provision relating to proxies (clause I67) will apply 
with such adaptations and modifications as may be found necessary. The 
other clauses with necessary adaptation, and mo~fications will apply unless 
the articles of the company or a contract binding on the persons concerned 
otherwise provides. 

Clause 1G2.-See sub-clause (I) (a) of the redraft of section 79 at page 
348 of the Company Law Committee's Report: 
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Clause 163.-This embodies. the provision in article n6 of the Table 
A of the existing Act. See also section 134(a) of the Enolish Act. The 
provision that auditors should have notice of the general meeilit()' sent to then 
is based on the Company Law Committee's recommendation~ See redraft 
of section 145B, sub-section (4), at page 425 ofthe Company Law Committee's 
Report. Sub-clause (3) is based on the last portion of the redraft of section 

- 79 (r) (b) at page 348 of the Company Law Committee's Report. 

Clause 164.-This is based on section 79(1) (h) ofthe redraft suggested 
by the Company Law Committee and regulation 50 of Table A of the existing 
Act. 

Clause 165.-See regulation sr of Table A of the existing Act. The 
provision contained in this clause may be overriddeJ. by the articles. 

· Clause 166.-This is in accord with the existing procedure observed by 
the companies and should be regarded as a.provision prefatory to the-clauses 
169 et seq. 

Clause 167.-This is based on section 79A of the redraft suggested by the 
Company Law Committee at pages 351-2 of the Report and section 136 of the 
English Act. Sub-:clause (5) is based on the first sentence of regulation 65 
of existing Table A. 

Clauses 168 and 169.-These are based on regulation 56 of existing 
Table A.· 

· Clause 170.-Thisis based on section 79 (1) (c) of the redraft suggested 
by the Company Law Committee at pages 348 and 349 of its Report. See 
also section· 137 of the English Act. 

Clause 171.-This is based on regulation 59 of existing Table A. A 
maXimum time limit for taking the poll has been laid down in sub-clause 
(2), viz. that it should be taken not later than 48 hours from the time when the 
demand for poll was made. 

Clause172.-This is based on the Company Law Committee's recommenda
tion. See the note on clauses 79 to 83. 

Clause 173 . ....:.This is based on clause (f) of new section 79(1) suggested 
by the Company Law Committee at page 349 and 350 of its Report~ 

Clause 174.-is consequential on clause 173, and makes it plain that a 
public company or a private company which is a subsidiary of a public com
pany should not put any restriction on voting except the one specified in 
clause 173. ~ • 

Clause 175.-Please see section 138 of the English Act and Company 
Law Committee's recommendation (iii) in paragraph 77 of the Report. 

Clause 176.-This gives effect to sub-clause (d) of new section 79(1) of 
the Company Law Committee's redraft at page 349· 

Clause 177.-See regulation 57 of existing Table A. 

Clause 178.-See new section 79 (3) of the redraft suggested at page 350 
of the Company Law Committee's Report and section 135 of the English Act. 

Clause 179 .-See section 8o of the existing and section 139 of the English 
Act. The provisions of the existing section have been amplified on the lines 
of the English section. See also the recommendations of ~he Company Law 
Committee at page 250 of its Report. 
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Clause 180.-This is based on •section 140 of. the English Act. See 
paragraph 76 of the Company Law Committee's Report which recommends ' 
the incorporation of this section. 

Clause 18.1.-See section 81 of the Indian and section 141 of the English. 
Act and paragraph 78 of the Company Law Committee's Report, and also 
pages 250 and 251 of the Report. 

Clause 182.-This is based on section 142 of the English Act which is . 
recommended for incorporation in paragraph 78 of the Company Law Com-
mittee's Report. -

Clause 183.-This is based on section 144 of the ~nglish Act which is 
recommended for incorporation in paragraph 78 of the Company Law Com
mitte's Report. 

Clause 184.-See section 82 of the Indian and section 143 of the English 
Act. Sub-clause (4)(c) of this clause gives effect to the· Company Law Com
mittee's recommendation in paragraph 35 of the Report. 

Clause 185.-See section 83 of the Indian and section 45 of the English 
Act. See also the redraft suggested by the Company Law Committee at 
page> 353 and 354 of the Report. 

Clause 186.-See section 83(2) of the Indian and section 145(2) of the 
English Act. 

Clause 187.-See section 83(3) of the Indian and section 145(3) of the 
English Act. · 

Clause 188.-See sub-sections (5);"'(6} and (7) of section 83 of the Indian 
Act and section 146 of the English Act. 

Clause 189 .-See paragraph 79 of the Company LaW Committee's 
Report and recommendation (ii) at page 253 of that report. 

Clauses 190,191 and 192.-These are based on the Company Law Com
mittee's recommendation under regulation 97 at page 341 of its Report. 

Clause 19 0 provides for the payment of the dividend only out of profits 
present or past. Clause 191 prohibits the payment of dividend except to a 
registered shareholder or to his order or to his bankers. Clause 192 provides 
for a penalty in the event of non-payment of the dividend within three months 
of the date of the declaration thereof . 

. Clause 193.-This corresponds to section 107 of the existing Act. and 
sectto~ 65 of the English Act. The provisions contained in sub-section (7) 
of s:ctton I 07 of the existing Act have been omitted as they have been provided 
for m the form of the balance sheet, in accordance with the Company Law 
Committee's recommendation at page 301 of its Report. 

Clause 19:1.-This corresponds to section 130 of the existing Act and 
section 147 of the English Act. See also the redraft of section .130 suggested 
by the Company Law Committee at page 4oo·of its Report. It is considered 
sufficient if the accounts of the branch office are sent to the head office once 
in every three months instead of once in two months. . The proviso to sub
clause (5) is based on the proviso to section 147 (4) of the English Act . 

... ' . -

Clause 195.-This corresponds to section 131 of the existing Act and 
section 148 of the English Act. The first proviso to sub-clause (5) is b~ed 
on the proviso of section 149 (3) of the English Act. Sub-clause (3) specifies 

48 l\1 of Law. 



346 

the period with reference to which the profit and loss account should be made 
up and sub-clause (4) defines this period as a "financial year" for the purposes 
of the Bill. • 

Clause 196.-See section 132 of the existing Act and section 149 of the 
English Act. See also the redraft of section 132 suggested at pages 401 and 
402 of the Company Law Committee's Report. · 

Sub-clause ( 3) provides for the exemption of any company or class of 
companies from compliance with the requirements laid down in the Bill if 
in the opinion of the Central Government the grant of exemption is necessary 
in the national interest. · 

Sub-clause (4) is based on sub-section (5) of the redraft at page 401 of the 
Report. 

Sub-clause (5) (i) and (ii) contains a special provision in regard to banking 
companies and insurance companies. Those companies, by reason of the 
non-disclosure of any matters which are exempted from disclosure by virtue of 
the Banking Companies Act or the Insurance Act, should not be regarded as 
not disclosing their true and fair view of the affairs. 

Sub-clause (5) (iii) mlkes the sam;: provision in the case of other com
panies which have been exempted from giving information either by virtue 
of Schedule VI of the Bill or by virtue of a notification or order issued under 
sub-clause (3) .or sub-clause (4) of this clause. 

Clause 197.-This is largely based on section 133 of the redraft suggested 
at pages 402 to 404 of the Company Law Committee's Report. Compare 
section 150 of the English Act. 

-
Sub-clauses (3), (4) and (5) incorporate the provisions contained in para-
graph 15 (4) and (5) of Schedule VIII of the English Companies Act with 
appropriate changes, necessitated by the fact that the Bill provides for the 
accounts of each subsidiary company being attached to the balance sheet of 
the holding company instead of providing as in the English Act for the sub
mission of consolidated group accounts for the holding company and the 
subsidiaries together. 

Clause 198.-This is based on sub-section (5) of the redraft at page 403 
of the Company Law Committee's Report and section 153 of the English Act. 
The case where the financial years of the holding company and the subsidiary 
have to be modified so as to be brought into entire accord with each other 
and the case where they are to be brought only within six months of each other 
have been dealt with separately. In the former case the exercise of the Govern
ment's power will be discretionary whereas in the latter case it will be obli
gatory. 

Clause 199.-This is based on sub-sections (6) and (7) of page 403 of the 
Company Law Committee's redraft. 

Clause 200.-This is based on section 134 of the redraft of the Company 
Law Committee at pages 404 and 405 of the Repxt. See also section 155 
of the English Act. 

Clause 201.-This is based on section 156 (1) of the English Act which 
has been reproduced in section 134 (4) of the redraft at page 404 of the Com
pany Law Committee's Report. 
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Clause 202.-See section 135 of the redraft at page 405 of the Company 
Law Committee's Report and section 157 of the English Act •. 

Clause 203.-See section 156 (3) of the English Act and sub-section (5) 
of section 134 of the Company Law Committee's redraft. 

Clause 204.-See section 158 of the English Act and section 135A of the 
Company Law Committee's redraft. . · 

Clause 205.-See section 135B of the Company Law Committee's redraft 
at pages 406 and 407 of the Company Law Co~ttee's Report. 

Clause 206.-This is based on the recommendation made in paragraph 
159 of the Company Law Committee's Report. 

Clause 207.-This is based on section 163 of t~e English Act. 

Clause 2o8.-See section 136 of the existing Act ·~nd section 433 of the 
English Act. Having regard to the provisions contained in section 33 of 
the Banking companies Act, 1949 (X of 1949), iJ: is unnecessary to retain 
the reference to banking companies in section 136. 

Clauses 209 to 218 are mostly based on the drafts of sections 144 to 145B 
suggested by the Company Law Committee at pages 421 to 425 of the Com
pany Law Committee's Report. The corresponding sections of English Act 
are sections 159 to 162. 

Clause 209 .-Sub-clause (7) provides for the removal of the auditor 
before the expiry of his term by the company in general meeting, after 
obtaining th':! previous approval of th~ .Central Government in that behalf. A 
provision is clearly necessary for the cise where an existing auditor is unable 
t? fulfil his duties for any reason or becomes obviously unsuitable for con
tmuing in his appointment. The last paragraph of sub-clause (8) is based on 
the provision in the English Act-section 159(7), second paragraph. 

Clause 210.-Sub-clause (4) makes a conseq~ential reference to sub-
clause (7) of the previous clause. · 

Clause 211.-Sub-clause (1)(b) is based on section 161(1) (b) of the 
English Act. Such a provision seems to be desirable, especially in · case 
where reciprocal arrangements are proposed by foreign countries on the basis 
of the provision contained in this sub-clause. 

• Clause 212.-Sub-clause (4) is consequential on the provision taking 
power to exempt particular companies from making disclosure of specified 
portions of their accounts. In such cases, it is clear that the accounts should 

• not be deemed to be untrue or unfair merely by reason of the withholding of 
the information which the company has been permitted to withhold. 

Clause 213.-This is based on sub-section (3) of section 145B of the re
draft at page 425 of its Company Law Committee's Report. . 

Clause 214.-See the second proviso-to section 145A (1) of the Company 
Law Committee's redraft at page 423 of its Report. 

Clause 215.-See section 145B (5) of the Company Law Committee's 
redraft, and section 162 (2) of the English Act. 

Clause 216.-See sub-section (4) of section 145B of the Company Law 
Committee's redraft and section 162(3) of the English Act. 

" 
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Clause 217.-This generalises the provision in sub-section (7) of section 
145B of the Company Law Committee's redraft. 

Clause 218.-This penalises non-compliance by the auditor of the pro-
visions relating to him. · 

Clause 219.-This is based on o;;ection 137 of the existing Act. It is 
considered desirable to retain this provision in spite of the considerable ampli
fications of the provisions relating to investigation contained in clauses 220 
et seq of the Bill. 

Clauses 220 to 235.-These are, bro:1dly speaking, based on the provisions 
contained in sections 164 to 175 of the English Act. The necessity for the 
changes has been fully explained in paragraphs 190 to 197 of the Company 
Law Committee's Report and a detailed summary of the chmges suggested 
will be found at pages 304 to 308 of the Report. 

Clause 220.-See section 138 of the existing Act and section 164 (1) of 
the English Act. Sub-claitse (c) is based on section 138(iv) of the existing 
Act, and is consequential on the retention of section 137 of the existing Act. 

Clause 221.-See section 139 of the existing Act and section 164(2) of the 
English Act. 

Clause 222.-See section 165 of the English Act. 

Clause 223.-See section 166 of the English Act. Having regard to the 
managing agency system which prevails in India, sub-clauses (b), (c) and (d) 
have been added to the provision which occ1ars in the English Act. 

Clause 224.-See section 167 of the English Act which has been embodied 
here with consequential alterations due to the prevalence of the mmaging 
agency system in this co tin try. . 

Clause 225.-This embodies section 168 of the English Act with some 
drafting changes. 

Clause 226.-This corresponds to section 169(1l and (2) of the English 
Act with some consequential changes. The question whether prosecution 
proceedings should be instituted will be decided by the Central Government 
after taking legal advice. 

Clause 227.-This corresponds to section 169(3) of. the English Act with 
consequential changes. 

Clause 228.-This corresponds to sub-sections (4) and (5) of section 
169 of the English Act. 

Clause 229.-This embodies section 170 of the English Act with a few 
drafting alterations. -

Clause 230.-This corresponds to section 171 ofthe English Act. 

Clause 231.-This corresponds to section 172 of the English Act. 

Clause 232.-This corresponds to section 173 ofthe Engish Act. • 

Clause 233.-This provides for an investigation as to whether a particular 
person is or is not, or was or was not an associate of a managing agent. 
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Clause 234.-This corresponds to section 174 of the English Act. A few 
drafting alterations have been made. 

Clause 235.-This corresponds to section 175 of the English Act .• 

(it) Directors etc. 

Clause 236.-This is based on the drafts of section 83A(1) suggested at 
page 355 ofthe Company Law Committee Report in pursuance of paragraph 
82 of that Report. Sub-clause (3) contains a definition of a "Board of 
Directors". 

Clause 237.-This is based on the draft of section 83A(2) at page 355 
of the Company Law Committee's Report. It has been made clear that only 
an individual may be appointed as a director of the c:>mpany and that neither 
bodies corporate nor associations or firms could be appointed as directors of 
companies. · 

Clause 238.-See section 83B(1) of the exist'ing Act and sub-section (1)(i) 
of the redraft of that section at page 356 of the Report. 

Clause 239.-is based on sub-section 2(ii) of the redraft at page 356 of 
the Company Law Committee's Report. Sub-clause (2) of the clause makes 
the position clear where there is no provision in the articles of the company 
as to how directors should be appointed in cases not falling under sub-clause 
(I). . . 

Clause 240.-This is based on regulations 78, 79,81 ana 82 of Table A 
of the existing Act all of which are compulsory regulations by virtue of section 
17(2) of the Act. ; l 

Clauss 241.-clearly affirms the right of a person to be appointed a sdirec
tor, provided the requisite notice of the intention to stand, or propose him as a 
candidate is given. This clause will prevent provisions being inserted in 
the articles, placing restrictions other than those laid down in the Bill 
in the case of public companies or private companies which are subsidiary 
of publjc companies. 

Clause 242.-This is based on regulation 83 in Table A of the existing 
Act. 

Clause 243.-This is b;sed on the recomrilendations of the Company Law 
Committee and the provisions of sub-section (2) (iii) of new section 83B at 
pages 356 and 357 of the Report. The Company Law Committee recom
mended that there should be a majority of not less than So percent before the 
persons who are connected with the managing agent in the manner specified 
in this clause are appointed directors in vacancies which are subject to 
retirem!nt by annual rotation. It is considered that a special resolution, 
that is to say, a resolution passed by not less than three-fourths of the votes 
cast at a meeting will suffice in this case also. The Bill requires a special 
resolution in various places and there is no special reason to distinguish this 
case from those ca >es. The exceptions contained in the provisos to para: 
graphs (a) and (j) of sub-clause (1) are obviously necessary. 

Clause 244.-This is based on regulation 85 of Table A of the existing 
Act and sub-section (2) (i) of section 83B as redrafted by the Company Law 
Committee (see page 356 of the RepJrt). Comprehensive provision has been 
made for all the different cases which may arise. 
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Clause 24.5.-See paragraph 85 of Company Law Committee'8 Report 
and sub-section (3) of Section 83B of the redraft at page 357 of the 
Report and also section 183 of the English Act. . . 

Clause 246.-This is based on the second sub-paragraph of paragraph 
86 of the Company Law Committee's Report. See also recommendation (ii) 
at page 255 of that report. 

Clause 247.-This is based on section 84 ofthe existing Act and section 
181 of the English Act. 

Clause 248.-See the recommendation ofthe Company Law Committee 
in paragraph 86 of its Report, and also section 182 of the English 
Act. The _ recommendation of the Company Law Committee that 
the qualifying shares should be held beneficially by a director may 
lead to difficulti~s in practice. Such a requirement is not imposed by the 
English Act. It is therefore considered desirable to omit that requirement. 
Where the requisite shares are held in the name of a person, it seems unneces
sary to go behind that fact and enquire whether he holds the share solely 
and beneficially for himself. Sub-section (2) of the redraft of section 85 
suggested at page 358 of the Company Law Committee Report has therefore 
been omitted. 

Clause 249.-This is based on sub-section (3) of the redraft of section 85, 
at page 358 of the Report. 

Clause 250. This is based on sub-section (4) of the Company Law Com
mittee's redraft of section 85 mentioned above. 

Claus~ 251 .-See sub-section (5) of the Company Law Committee's 
redraft of section 85. 

Clause 252.-This lays down initial disqualifications corresponding 
to the disqualifications which, under section 86 I of the existing Act, entail 
the vacation of office by a director. Sub-clause (2) takes power to remove 
any disqualification arising from conviction or from failure to pay calls. 
Sub-clause (4) corresponds to section 86 !(2) cfthe existing Act. It is consi
dered necessary to confine the power of a company to add to the disqualifi
cations imposed by the Bill to private companies which are not subsidiaries 
of public companies. 

Clause 253 to 257.-These limit the number of directorships which may 
be held by a single individual to twenty. See paragraph 91 of the Company 
Law Committee's Report and the draft suggested by the Comniittee at page 
359· Th~t draft h1> been split up and amplified s::> as to make clear provision 
for all the cases which may arise. 

Clauses 2,j8 to 260.-These imp::>se an age limit on directors, but subject 
to the right of the company to override it. See paragraph 90 of the Com
pany Law Committee's Report and the summary of the recommendations 
at page 254 of the Report which impose a rigid and infiexibl~ ~ge limit. 
It is not however considered desirable to go beyond the provlSlons of the 
English Act (section 185) and impose an absolute disqua~ification on P.ersons 
who have attained the age of 65. If a company, havmg been specifically 
made aware of the age of a director, chooses to appoint him or to declare that 
he should not retire in virtue of the age limit, it is considered that it is better . 
tO permit it to have its way. The provisions contained in these clauses are 
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' otherwise closely modelled on the provisions of sections I85 and I86 of the 

English Act. As in those sections, it will be open to the company by it':l 
articles to imposes a lower age limit than 65 if it so chooses. 

Clause 261.-This is based on section 86 I of the existing Act. See para
graphs92 and 93 ofthe Company Law Committee's Report and the summary 
at page 265. Power has been given to the company to remove the director by 
an ordinary resolution as in section I84 (I). The English Act Sub-clause (2) 
is a consequential provision, which seems to be clearly necessary. Sub-Clause 
(3) corresponds to sub-section (2) of the existing section 86 I but confines 
the operation of the sub-section to private companies which are not subsi-
diaries of public companies. Compare cla_use 252(4) ante. 

Clause 262 .-Compare section I84 :of the English Act, on which this clause · 
is based, in pursuance of the recommendations contained in paragraph I I I 
of the Company Law Committee Report. As in the English section, a 
director whose removal is proposed will have ail opportunity for making re
presentations to the company and also to be heard orally at the general meet
ing bdore which the subject cvmi!s up for consideration. 

Clause 263.-This is based on the recommendation made by the Company 
Law Committee's Report. See recommendation (i) in paragraph I09 of 
the Report. 

. . 
Clause 261.,_ This is based on recommendation (iv) in pragraph I09 

of the Company Law Committee's Report. 

Clause 265.-This is based on recommendation (iv) in paragraph I09 
of the Report. In >ub-clause (u) of the clause the intention has been made 
clear, viz., that members whose places may be vacant ·should also be taken 
into account for the purpose of calculating the quorum. 

Clause 266.-This is based on the latter part of recommendation in 
paragraph 109 of the Company Law Committee's Report. 

Clauses 217 and 268.-These are based on recommendation (iii) of para
graph I09 of the Company Law Committee's Report. Clause 267 is conse
quential on clause 268 and clearly gives effect to the intention. 

Clause 269.-See section 86 of the existing Acr. The case where the 
appointment of a director is terminated has also been included within the 
scope of the clause. ., 

Clause 270.-This is based on paragraph IOI and th~ draft of section 
86CC at page 361 of the C:>mpany Law Committee's Report. It lays down 
the principle that, subject to the specific exceptions mentioned, the directors 
of the company as its governing b.:>dy are entitled to exercise all the powers 
of the company. 

Clause 271. is ba:>ed on sub-section (2) of the draft of section 86CC 
at page 361 of the Company Law Committee~ Report and the note. to that 
sub-section. 

Clause 272. corresponds to section 86 H of the existing Act, and is 
based on paragraph 102 of the O:>mpany Law Committee's Report. The 
additional restrictions suggested in that paragraph have been added. The 
clause gives a reasonable measure of protection to lenders who have acted 
in ignorance of the fact that the restrictions imposed on the Company by the 
clause have not been observed. See regulation 70 of Table A of the English 
Act. ' 
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Clause 273.-See paragraph 106, and the redraft of Section 86D at page 
362, ofthe Company Law Committee's Report. Clause (iv) of sub-section (1) 
of the redraft has been split up into two. Where' the directors control the 
exercise of not less tha~ so percent of the total voting power of a public com
pany, the prohibition will apply autom1tically. In other cases, that is, where 
the directors control less than so percent of the total voting power, it will be 
open to the Government to declare that the directors have sufficient control 
over the company to make the application of the clause reasonable in the cir
cumstances of the case. 

Clause 274.-The mere fact th1t for the purpY>e of the balance sheet, 
a book debt is required to be treated as a loan or an advance should not make 
the provisions of clause 273 applicable, unless it is clear that the transaction 
represertted by the book credit was, from the very inception in the nature 
of a loan or an advance. 

Clause 275.-S~e section 86F of the existing_ Act and paragraph 108 
of the Company Law Committee's Report. Sub-Clause (2) of the new clause 
makes the clause inapplicable where the transaction relates to goods or 
m1terials which are the subject of trading either by the company or by the 
director or other party concerned. In such cases, within the limit laid down 
viz., that the value of the goods or materials involved should not exceed Rs. 
I;ooo in one calendar year, the clauses will not apply. Where the requisite 
conse1l.t is not accorded the contact will be voidable at the option of the di
rectors. 

Clause 276.-This is intended to give power to the directors to carry 
on the business of the company when there is a permanent or temporary 
vacancy in the office of the managing agent. This will remove all doubts 

. as to the of capacity the directors to function in such cases. 

Clause 27/.-This is based on section 91A of the existing Indian, and 
section 199 of the English Act. See paragraphs 96 and 97 of the Company 
L'lw Committee's Report and also pages 292 and 293 of the Report. 

Clause 278.-See section 91B of the existing Indian Act and paragraph 98 
of the Company Law Committee's Report. Not only voting but also partici
pation in the discussion is prohibited to directors who are concerned or inte
rested. 

Clause 219.-See section 91C of the existing Indian Act and paragraph 
(second sentence) of the Company Law Committee's Report. Provision 
has been made for the maintenance of a register as in s~ction 91A (3) of 
existing Act. 

. Clause 280.-This implements the recommendation contained in the 
first sente:ace of paragraph 99 of the Company Law Committee's Report. 

Clause 281.-See section 87 of the Indian and section 200 of the English 
Act. See also the recommendation in paragraph I 12 of the Company Law 
Committee's Report. 

Clause 28~.-This provides for the inspection ofthe register of directors 
etc. 

Clause. 283.-This is consequentiat' and implements the provision of 
clause 281. 

Clause 284.-This is consequential on sub-clause (2) of clause 281. 
It will enable any member of the public to obtain essential information about 
the directors etc. of companies. 
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Clause 2SS.-This is based on section 195 ofthe English Act, w~tich hao; 

been recommended for incorporation in paragraph 100 of the Company 
Law Committee's Report. 

Clause 288.-This is consequential on clause 285. See section 198 of 
the English Act. 

Clause287.-This is basedonparagraph87 ofthe Company.Law Com· 
mittee's Report. The maximum remuneration which may be paid to the 
managing director or director who is in the whole time employment of the 
company, by way of percentage on the profits of the company, has been fixed 
at 5 percent. See sub-clause (3). 

Clause 288.-Compare section 86B (I) of the. existing Act, and th re
commendation in paragraph 95 of the redraft of section 86B at page 360 of 
the Company Law Committee's Report. Assignment of office by a director 
has been prohibited absolutely. 

Clause 289.-See section 86B, provisos and Explanation, of the existing 
Act and the provisos to section 86B of the redraft at ;page 360 of the Company 
Law Committee's Report. The provisions have been recast]in positive terms. 
The power of appointment of alternate directors vested in directors may not 
strictly speaking, be said to constitute an assignment of the office of director. 

Clause 290.-See section 86E of the existing Act and paragraph 107, 
and pages 260 and 261 of the Company Law Committee's Report. 

Clause 291 to 298.-These are i,ntended to give effect to the recommenda
tions contained in paragraph 146 of the Company Law Committee's Report 
and the redraft of section 87J at pages 373 and 374 of the Company Law 
Committee's Report. 

Clause 291.-See sub-section (5) of the redraft of section 875 at page 
373 of the Report. The clause gives effect to the exception contained in 
that sub-section (5) 

Clause 292.-This gives effect to recommendation (ii) in paragraph 146 
of the Company Law Committee's Reort. 

Clause 293.-This gives effect to recommendation (iii) in paragraph 146 
of the Company Law Committee's Report. 

Clause 294.-This gives effect to recommendation (i) in the same 
paragraph. · . 

Clause 295.-This gives effect to the recommendation embodied in sub
clause(c)ofnew section 87}(1) at page 373 of the Company Law Committee's 
Report. Power has been given to the Central Government to remove the 
disqualification. The power is intended to be exercised where it will be 
unjust to apply the prohibition contained in sub-clause (1) of the clause, 
for instance, by reason ofthe lapse of a number ofyears after the adjudica· 
tion in insolvency or conviction of a criminal offence. 

Clause 298.-This gives effect to recommendation (iv) in paragraph 146 
of the Company Law Committee's Report. See also sub-clauses (3) and (4) 
at page 374 of the redraft. 

Clause 2!17 .-This is based on section 187 of the English Act. It has · 
been made clear already 'that an undischarged insolvent cannot bcecome 
director ; but he may discharge the functions of a dire~tor without being 
48 M of Law. · 
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termed as such. This clause is intended to prohibit this and also to 
prevent an undischarged insolvent from being appointed as managing director 
or manager of the company. 

Clause 298.-This is based on section I 88 o f the English Act. See para
graph 94 of the Company Law Committee's Report. 

Clause 2:J9._;_See paragraph 88 of the Company Law Committee's Report 
and compare section 189 of the English Act. It has been made clear that the 
intention underlying this clause is that the actual amount paid should be 
made known to the shareholders and other persons concerned. 

Chzuse 300.-This is based on section 191 of the English Act. See 
paragraph 89 of the Company Law Committee's Report. 

• · Clause 301.-This is based on section 192 ofthe'English Act·-vide para-
graph 89 mentioned above. • 

Clause 30 2.-This is based on section 193 of the English Act-vide para
graph 89 mentioned above. 

Clause 303.-This is consequential on clauses. 300, 301 \ and 302, and is 
based em section 194 of the English Act. 

Clause 304.-See section 86C of the existing Indian and section 205 of 
the English Act. The recommendations of the Company Law Committee 's 
Report at page 258 of the Report have been incorporated. 

Clause 305.-See section 70 of the existing Indian and section 202 of 
the English, Act. A reference has been made to the managing agent also, in 
the clause. 

Clause 306.-See section 71 of the existing Indian and section 203 of the 
English Act. The proviso at the end of clause 306 is clearly necessary. Obvi
ously no one can be saddled with unlimit~d liability against his will. 

(iii) Managing Agents. 

Clause 307.-This is based on recommendation in paragraph n6 of the 
Company Law Committee's Report. See also item (iv) at page 270 of the 
Report. 

Clause 308.-This is prefatory to clauses 309 to 314. It indicates the 
extent of application of those clauses. 

Clause 309.-This is based on paragraph II7 of the Company Law 
Comniittee's Report. See also recommendations (i) and (ii) at page 26 7 
of the Company Law Committee's Report . lThe proviso gives power to 
the Central Government to relax the requirements of sub-clause (i) in suitable 
cases, that is, wherever it may be really necessary to do so. 

Clause 310.-This makes it clear that it is the company which should 
exerdse the power of appointing or reappointing a managing agent and that 
the terms of agreement should not be varied except on the authority of a 
special resolution of the company. See paragraph 119 of the Report and 
items (i) and (iv) under clause (f) at page 277 of the Report. 

Clause 311.-This is based on paragaraph 118 of the Company Law Com
mittee's Report, and item (iii) on page 270. 
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Clauses 312, 313 and 314.-These are based on the recommendations of 
the Company Law Committee's Report in paragraph I33 and the second 
sub-paragraph of para. 118. 

Clauses 315 to 20.-These are intended, broadly speaking, to give effect 
to the recommendation's in paragraphs I I9 to I22 of the Company Law 
Committee's Report. These have been summarised at pages 27I to 277 of 
the Report. 

Clause 315.-This provides for the vacation of office by the managing 
agent where he is adjudicated insolvent or on the dissolution of the managing 
agency firm or winding up of the managing agency corporation. 

Clause 316.-This provides for the suspension of the managing agent 
from office when a receiver is appointed for his property either by the Court or 
by his creditors in pursuance of any powers conferred on them by an instru
ment. Power has been given to the Court which appoints. a. receiver or 
which will have jurisdiction to wind up -the company, to continue the manag·· 
ing agent in office and to cancel or vary any such order from time to, time. 

Clause 317.-This is based on recommendation (i) in paragraph 119 of 
the Company Law Committee's Report. 

Clause 318.-See recommendation (ii) in paragraph 119 mentioned 
above. It has been made clear that any fraud or breach of trust of which a 
managing agent has been convicted outside India may also be taken into 
account by the company. The proviso prohibits the company which has 
appointed a managing agent with clear knowledge of his previous conviction 
from removing him afterwards on.·'that ground. 

Clause 319.-See recommendation (ill) in paragraph 119 mentioned 
above. 

Clause 320.-This is based on the last position of recommendation (i) 
of paragraph I I9 of the Company Law Committee's Report. The managing 
agent has been given the same rights as a director in the matter of making 
written and oral representation~ in respect of resolutions providing for his 
removal. 

Clause 321.-This is based on the second paragraph of recommendation 
(i) mentior.ed above. Provision has also been made for a case where there is a 
further appeal or revise petition against the sentence. 

Clause 322.-This is based on the latter portion of the first sub-paragraph 
of recommendation (i) of paragraph I I9 mentioned above. 

. Clause 323.-This is based on paragraph I2I of the Company Law Com· 
mtttee's Report. · 

Clause 324.-This is based on clause (c) of section 87!3 of the existing 
Act. . 

Clause 325.-This is based on paragraph I22 of the Company Law 
Committee's Report. Where there is a change in the constitution of the 
managing agency firm to the extent of one half of the total interest, a provi

sion like this is clearly desirable. 

Clause 326.-This makes the principle of the previous clause applicable 
where there are changes in the constitution of a body corporate acttng as ~ 

· managing agent. 
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Clause 327.-Where a change in the constitution of a managing agency 
firm or corporation has been approved by the company it is only where further 
changes substantially alter the position as it obtains on the date of approval 
of the original change by the company which should attract operation of 
clauses 325 and 326. · 

Clause 328.-provides for the application of Schedule VIII to managing 
agents. That Schedule implerr ents the recommendations (i), (ii) and (iii) 
in paragraph 122 of the Company Law Committee's Report. 

· Clauses 329 to 345.-deal with the subject of the remuneration pay
able to managing agents and are intended to carry out the recommendations 
contained in paragraphs 125 to 133 of the Company Law Committee's 
;Report. . 

· Clause 329.-See the recommendation in paragraph I26 of the Company 
Law Committee's Report and also sub-section (i) of the redraft of section 87C 
at page 364 of the Report . 

. C~aus~ 330.-Please see paragraph I30 and sub-section (2) of the redraft 
of section 87C at pages 364 and 365 of the Report .. 

Clause 331.....:....see the last paragraph of sub-section (2) of the redraft of 
section 87C (page 365 of the Report). . 

Clause 322.-Is based on the last sub-paragraph of paragraph I30 at 
page 99 of the Company Law Committee's Report. 

~ Clause 333.-This embodies the principle in sub-section (I) of the re
draft of section 87C at page 364 of the Company Law Committee's 
Report. 

Clause 334.-This embodies the principle set out in the proviso to new 
sub-section (I) of section 87C. See also paragraph I27 of the Report. 

· Clause 335.-See sub-section (3) of new section 87C at page 365. • 

. . Clause 336.-See paragraph I28 of the Company Law Committee's 
Report. ' 

. . Clause 331.-See the saving in sub-section (5) of new section 87C at 
page 365 of the Report. 

Clauses 338 to 344.-These are intended_ to give effect to the recommen
dations in paragraphs 141 to I45, and pages 282 to 285, of the Company 
Law Committee's Report. 

Clause 338.-This deals with the case where a managing agent or an 
associate of a managing agent is appointed selling agent of goods produced by 
the company. He will not be entitled to any additional remuneration for 
doing work as such selling agent except in the cases specified in sub-clause 
(2). The period of one month referred to in recommendation (iii) of para
graph 142 may be extended to three months in special circumstances set out 
in the resolution passed by the company. 

Clause 339.-This makes the provisions of clause 338 applicable, where 
the business of the company consists of the supply or rendering of any 
services. 

Clause 340.-This provides for a managing agent or an associate ofthe 
managing agent ret:eiving commission in special circumstances where he is 
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appointed a buying agent of the company. The Company Law Committee 
has recommended that no commission need be paid for purchases made by a 
managing agent on behalf of a company, but it is well known that in cases 
where a managing agent managing several companies makes bulk purchases 
for fulfilling the needs of all the companies considerable economies result; 
and it is clearly desirable that in such cases the managing agent should be 
entitled at least to the outlay which he has had to incur. The clause therefore 
provides for the vesting of a discretion in the company to allow reimburse
ment or a commission in cases where purchases are made by the managing 
agent outside the State in which the goods purchased are to be used, provided 
the managing agent or associate maintains an office at that place for his own 
business. 

Clause 341.-This gives effect to the recommendation in paragraph 143 
of the Company Law Committee's Report. · 

Clause 342.-This relates to contracts betWeen the managing agent or 
associate and the company for the sale or purchase of property or for under
writing shares or debentures etc. See paragraph 144 of the Company Law 
Committee's Report. 

Clause 343.-This gives effect to the last sentence of the recommenda
tion of the Company Law Committee's Report in paragraph 145 and provides 
for the termination of existing contracts which are contrary to the provisions 
contained in clauses 338 to 342 not later than 5 years from the date of publi
cation of the Report which was in March, 1952. 

Clause 344.-This is a conseguential provision. 
I •• • 

Clause 345.-This provides that remuneration received by managing 
agents otherwise than in conformity with the provisions of the Bill should 
be held by them in trust for the company. See the recommendation in the 
second sentence of paragraph 145 of the- Company Law Committee's Re
port. 

Clause 346.-.!. This provides that a company will not be bound by any 
assignment of, or the creatiqn of any charge on, the managing agent's re
muneration ; but the rights inter se of the managing agent and persons other 
than the company will not be affected. 

Clauses 347 to 349.-These are intended to give effect to the recom
mendation in paragraph 124 and page 217 of the Company Law Committee's 
Report. See in this connection the redraft suggested by the Company 
Law Committee at page 363 of section 87B(e). 

Clause 350.-This in general gives effect to the recommendation of the 
Company Law Committee in para 121 and pages 272 and 273 of its Re
port. 

Clause 351.-This lays <!own the general principle that a managing agent 
is subject to the control and direction of the directors. See paragraph 134, 
and the redraft of section 87CC at page 366 , of the Company Law Committee's 
Report. In the case of the specific powers referred in Schedule VII, the 
managing agent will be entitled to exercise them, unless the directors speci
fically impose any restriction on their exercise. 

Clause 352.-Please see the redraft of section 87D at ·page 369 and 
paragraphs 136 and 137 of the Company Law Committee's Report. 
See also clause 273 (1) (d) and (e), 
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· Clause 353.-This gives·effect to the prinCiple contained in section 87E 
of the existing Act as modified by paragraph 138 of the Report. See also 
the redraft of section 87E at page 370 of the Repo,rt. 

Clause 354.-This is consequential on clauses 352 and 353, and is intended 
to implement the provisions contained in those clauses. 

Clause 355.-See section 87F of the existing Act and paragraph 139 and 
pages 287 and 288 of the Company Law Committee's Report. 

Clause 356.-This is intended to give effect to recommendation (c) at 
page 288 of the Report. Although the Report was published on the nth March 
1952 it is considered desirable to give effect to the provision from the 1st 
April 1952 which seems to be the more convenient date. 

Clause 357.-See section 87H of the existing Act and paragraph 140, 
page 289, and the redraft at page 371, of the Company Law Committee's 
Report. 

Clause 358.-This gives effect to the recommendation in the penultimate 
sentence of paragraph 124 at page 94 of the Company Law Committee's 
Report.· . · · 

Clause 359.-This gives effect to the recommendation in paragraph 84 
of the Company Law Committee's Report which limits the number of di
rectors who may be appointed by the managing agent to one-third of the 
strength sanctioned by the articles. It has been made clear that the ma
naging agent may remove any director appointed by him and replace him 
by someone else. Provision has also been made for the manner of applica
tion of the clause to cases where at the time of coming into operation of this 
Bill, more than one-third of the directors have been appointed by the managing 
agent. 

' Clause 360.-See section 152 of the existing Act. 

Clause 361.-This embodies the provision in sub-section (6) of section 
153 of the existing Act which applies both to clause 362 (which corresponds to 
section 153 of the existing Act and 'Section 206 of the English Act) and to 
clause 363 which corresponds to section 207 of the English Act and the in
corporation of which has been suggested in paragraph 229 of the Report. 

Clause 362. corresponds to section 153 of the existing Act. The 
slight amendment, viz., that the words "and voting" might be added, which 
has been suggested by the Co:.npany Law Committee at 309 ·of its Report has 
been embodied. 

Clause 363.-Section 207 of the English Act has been embodied as 
suggested in paragraph 229 of the Report. The amendment suggested at 
page 309 of the Company Law Committee's Report has been embodied in 
sub-clause (1) (a). 

Clatise 364. corresponds to section 153A of the existing Act and section . 
208 of the English Act. The principle underlying the amendment suggested 

-in paragraph 230, and at page 310 of the Company Law Committee's Re
port has been incorporated. 

Clause 365. corresponds to section I53B of the existing Act and section 
209 of the English Act. 



• Clause 366.-This is a new provision and it is intended to provide, at 
the instance of the Government, for the amalgamation of two or more com
panies in the national interest. Occasionally, cases arise where such an 
amalgamation in the national interest is clearly a necessity. The observance 
of the usual procedure prescribed by the existing Act in such cases will lead 
to prolonged delays which will be detrimental to the p.ational interest. It 
has been made clear that any order made by the Government should provide 
for the old share holders, and the old debenture holders and other creditors, 
having the same interest in the company resulting from the amalgamation as 
they had in the original companies. Any order made by the Government 
under this clause will be laid on the table of both Houses of Parliament and 
will therefore be subject to the Parliamentary scrutiny. 

Clauses 367 to 377.-These are intended to reproduce with some changes 
the provisions of sections 153C and 153D of the existing Act which were 
added by Act LII of 1951. See paragraphs 19'8-202, and the redrafts of 
sections 153C and 153D at pages 426-430, of the Company Law Com
mittee's Report. 

Clause 367.-This deals with the case of oppression of any member or 
'members of the company. Compare section 210 of the English Act 
and clause (b) of section 15~ C(1) of the existing Act. -

Clause 368.-This deals with the case where the management is con
ducted prejudicially to the interests of the company. See clause (a) of sec
tion 153C(1) of the existing Act. 

Clause 369.-This reprodu~~s the effect of sub-section (3) 6f existing 
section 153C. Sub-clause (2) reproduces the last portion of section 153C(7) 
of the redraft at page 427 of the Company Law Committee's Report. Sub
clause (4) provides for the Government conferring on any member or mem
bers although the interest held by such mem,ber or members is not sufficient 
to bring them within the scope of sub-clause (1) (a) the right to apply 
under clause 367 or 368. 

Clause 370.-This provides for notice being given to .Government 
of every application under clause 367 or 368. 

Clause 371.-This reserves the right conferred on Government by sub
section (2) of existing section 153C to make an application itself. The right 
is however confined to cases falling under clause 227 of the Bill. Compare 
section 210(1) of the English Act. It is not considered desirable thatthe Gov
ernment should have the right to apply in cases not falling within the 
scope of clause 227, having regard especially to clause 369 (4) which gives 
power to the Government to authorise any member or members to make an 
application under clause 367 or 368. 

Clause 372.-See sub-section (5) of existing section 153C. Clauses (e) 
and (f) of existing sub-section (5) are much too general and comprehensive 
and it does not seem to be necessary to confer those powers specifically 
on the Court. 

ClaUse 37 3.-This is a new provision, and it gives power to the Court 
to pass an interim order. 

Clause 374.-See sub-section (6) of existing section 153C. 
Clause 375.-This deals with a minor matter of procedure, and corres

ponds to sub-section (9) of existing section 153C. 
Clause 376.-This is based on sub-section (10) of section 153. 
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Clause 371.-This corresponds to section 1530 of the existing Acte 
The disability imposed on the associate of a managing agent by this clause 
will extend both to a person who is an associate on the date of the making 
of the order and to a person who is an associate at any subsequent time 
during the disqualifying period. 

Clause 3'18.-See section 910 of the existing Act and the recommenda
tion of the Company Law Committee at page 295 of its Report. It is con
sidered impracticable to require that the next meeting of the directors 
should be held within a period of not more than one month from the date 
of the contract. Copies of the contract are required to be sent to the directors 
and it is regarded that in view of this provision, it would be sufficient if the 
subject is considered in the ordinary Course at the next meeting of the 
directors. By virtue of clause 263, meetings of the directors have to be held 
at least once in every two months. 

Clause 3'19.-See section 108 of the existing Act and section 8o of the 
English Act. 

Clause 380 corresponds to section 146 of the existing Indian 
Act. 

Clauses 381 to 384 correspond to section 2820 of the existing Act. 
The best place for those clauses seems to be in this Part which deals with the 
Management and Administration of Companies. 

Clauses 385 to 388 correspond to sections I 19 and 120 of the existing 
Act. The provisions applicable to receivers appointed in pursuance of 
an instrument have been extended to receivers appointed by a Court and also 
to managers appointed in pursuance of an instrument. There will be little 
difference in practice between their cases and that of a receiver appointed in 
pursuance of an instrument. The English Act refers both to receivers and 
managers. See Part VI of the English Act, and especially clause 369. 

PART VII 

Clause 389.-See section 155 of the existing Act and section 211 of the 
English Act. · 

Clause 390.-See section 156 of the existing Act and section 212 of the 
English Act. 

Clause 391.-See section 157 of the existing Act and section 214 of the 
English Act. The words " by the liquidator " have. bee? omitted as 
suggested in paragraph 206 of the Company Law Committee s Report. 

Clause 392.-See section 158 of the existing Act and section 213. of the 
English Act. 

Clause 393.-See section 159 of the existing Act and section 214 of 
the English Act. 

Clause 394.-See section 160 of the existing Act and section 215 of the 
English Act. Sub-secti?n (3) of the existing Act has been recast as .the 
surviving coparceners w1ll not exhaust the category of legal representauves 
of a deceased who has left separate property in addition to coparcenary 

·property. 
Clause 395.-See section 161 of the existing Act and section 216 of 

the English Act. 
Clause 396.-See section 162 of the existing Act and section 222 of the 

English Act. 
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Clause 397.-See section I63 ofthe existing Act and section 223 of 
the English Act. ·' 

Clauses 398 to 401.-These are intended to give effect to the recom 
mendations in paragraph 207 of the Company Law Committee's Report 
Compare sections 218, 2I9 and 220 ofthe English Act. The effect of these 
clauses will be as follows : -

(I) The High Court will have jurisdiction to transfer any case to a Dis· 
trict Court. 

(2) Proceedings instituted in a District Court in pursuance of the juri~
diction conferred upon it by virtue of clause 9 of the Bill may be 
transferred by the High Court either to its own file or to the file 
of some other District Court. 

, (3) The High Court may direct that proceedings may continue in any 
Dirtrict Court although that District Court might not have had 
jurisdiction to receive the petition in the 'first instance. 

(4) Orders may be passed by the High Court at any time or at any stage 
and whether an application in regard to the matters has been 
presented by a party or not. 

Clause 402.-This corresponds to section I66 ofthe existing Act. Com
pare section 224 of the English Act. The alterations suggested in paragraph 
208 and 209 of the Company Law Committee's Report (see also pages 3I4 
and 3I5) have been embodied in the clause. · 

Clause 403.-This corresponds to section 224(2) of the English Act 
See recommendation {b) under se.ttion I66 at stage 314 of the Company 
Law Committee's Report. 

Clause 4 .. 71.-Thi; c.Jrr.!sp:ud; to S;!don I68 of the Indim Act and 
section 229 of the English Act. The amplified provisions of the latter section 
have been emb;>died in this dame, a'> suggested in paragraph 210 of the 
Company L:1w Committee's Report. 

Clause 405.-This corresponds to section 169 of the existing Act and 
section 226 of the English Act. 

Clause 408.-See section I70 (I) and (2) of the existing Act and section 
225 of the English Act. As suggested by the Company Law Committee 
(see paragraph 21! and pages 315 and 316 of the Company Law Commit
tee's Report Section 225 (2) and (3) of the English Act has been embodied 
in this clause. 

Clause 401.-s~~ section 170 (3) of the ex:.sting Indian Act. 

Clause 408.-See s_ection 172 of the existing Act and section 230 of the 
English Act. · 

Clause 409.-See section 171 of the existing Act and section 23I of 
the English Act. 

Clause 410.-See section 232 of the English Act and section 167of the 
existing Act. 

Clause 411.-This gives effect to the recommendation of the Company 
Law Committee that there should be an Official Liquidator attached 
to each High Court. See paragraph 213 and page 3I6 of the Company Law 
Committe's Report. In the High Courts of the s~aller States, there may 
48 M of Law. · · 
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not be enough work of a full-tim~. Official Liquidator and power has there
fore been taken to appoint part-time liquidators. Having regard to the fact 
that District Courts may be vested wjth jurisdiction to wind up companies 
with a capital of less than one lakh of rupees, provision has been made for 
an Official Liquidator in the case of District Courts also. The official receiver 
appointed for insoltency purposes in District Court will also function as 
Official Liquidator unde_r this Bill. 

Clause 412.-This provides for the Official Liquidator acting as the 
liquidator in default of, or during any p~riod of vacancies in the office of, a 
liquidator appointed by the Court, 

Clause 413.-See section 175 (2) of the Indian and section 238 of the 
English Act. 

Clause 414.-See section 240 of the English Act. I 

Clause 415.-h based on section 242 of the English Act. See also sec
. tions I75 and I76 of the existing Indian Act. 

. Clause 416.-:-See section I77 of the existing and section 239 (f) of the 
English Act. · 

Clause 417.-See section I75(6) of the English Act. 

Clause 418.-See section I77A of the existing Indian and section 235 
oi the English Act. ' 

Clause 419.-See section I77B of the existing Indian and section 236 
of the English Act. 

:Clause 420.-See section I78 of the existing Indian_ ~ct and section 243 
of the English Act; · 

: Clause 421.-See section I79 of the existing Indian Act and section 245 
.:·6f the English Act. The frame-work of the Indian section has been re
; English tained. 

Clause 422.-See section I8o of the existing Indian and section 245 of the 
English Act. 

Clause 423.-See section I8I of the existing Indian Act. 

Clause 424 ... -See section 183 of the existing Act and section 246 of the 
English Act. 

Clause 425.-See section I82 (I), (2) and (3) of the existing Act and 
section 247 of the Engli>h Act. 

Clause 426.-See section I82(4) of the existing Act and section 249 
of the English Act. ' 

Clause 427.-See section 252 of the English Act and sub-sections (1), 
(2) and (3) of section I78A ·Of the existing Indian Act. The amendment 
suggested at page 3I7 of the Report under section I78A has been incorporated 
in this clause. 

Clause 428.-See sub-sections (4) to (12) of section 178A of the existing 
Act and section 253 of the English Act. 
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Clause 429.-See section 173 of the existing Indian and section 256 
of the English Act. The English section has been adopted in view of the 
Company Law. Committee's recommendation at page 316 of the 
Report. 

Clause 430.-See section r84 of the existing Indian and section 257 
of the English Act. As recommended by the Company Law Committee 
at page 317 of the Report, the proviso to section 257(1) of the English A~t 
has been embodied in this clause. . · 

• • • 1 • 

Clause 431.-See section I85 of the existing Indian and ~ection 25S 
of the English Act. . 

_ Clause 432.-See sectio:t I86 of the existing Indian and section 259. 
the English Act. 

Clause 433.-See section 187 of the existing Indian and section 26.1 
of the English Act. · . 

Clause 434.-This is a new clause and is based on the recommendation 
of the Company Law Committee vide (b) (i) under sections 164 and I65 at 
page 314 of the Report. · · 

Clause 435.-See section 188 of the existing Indian and section 261 of 
the English Act. 

Clau$e 436.-This embodies the provision contained in section 26I (2) 
of the English Act. 

Clat+Se 437,-See section I90 Gf the existing Indian and section 262 of 
the English Act. 

Claus~ 438.-See section I9I of the existing Indian and section ~64 of 
the English Act. · 

Clauss 439.-See section 192. of the existing Indian and section 439 of 
the English Act. . 

Clause 440.-See section 193 of the existing Indian and section 267 of 
the English Act. 

Clause 441.-See section I9S of the existing Indian and section 268 of 
the English Act. As recommended by the Company Law · Committee 
(page 318 of the Report), sub-section (I) of the English section has been 
adopted instead of section (I) ofthe Indian sub-section. It may be mentioned 
here that an auditor will be an officer of the company within the meaning of 
this section by virtue of the new definition of " officer. " in clause 2 of 
this Bill. 

Clause 442.-See section I96 of the existing Indian and section 270 of 
English Act. 

Clause 443.-See section I97 of the existing Indian and section 27I of the 
English Act. . 

Clause 444.-See section I98 of the existing Indian and section 272 of .the 
English Act. · · .. 

Clause 445.-See section I94 of the existing Indian and section 274 of 
English Act. Sub-section (2) of the English section has been incorporated iu 
this clause as suggested by the Company Law Committee at page 3i7 of 
the Report. 
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Clause 446.-See section 199 of the existing Indian and section 449 
of the English Act. 

Clause 447.-See section 200 of the existing Indian and section 276 of 
the English Act. 

Clause 448.-See section 201 of the existing Indian and section 276(3) 
of the English Act. 

Clause 449.-See section 202 of the existing Indian and section 277 of the 
English Act. The reference to " rehearing" has been omitted as suggest• 
ed by the Company Law Committee at page 316 of the Report. 

· Clause 450.-See section 203 of the existing Indian and section 278 of the 
English Act. - -

Clause 451.-See section 206 of the existing Indian and section 279 
of the English Act. 

Clause 452.-See section 204 ofthe e~isting Indian and section 280 of the 
English Act. 

Clause 453.-See section 205 of the existing Indian and section 281 of the 
English Act. · 

Clause 454.-See section 207 of the existing Indian and section 283 of the 
English Act. The English section with the· modifications sugge~ted in 
paragraph 216 and page 318 of the Company Law Committee's Report 
has been substituted for the existing section. 

Clause 455.-See section 208 of the existing Indian and section 284 
of the- English Act. 

Clause 456.-See section 2o8A(1) of the existing Indian and section 
285 (1) of the English Act. The Company Law Committee's recommendation 
that the liquidator's remuneration should not be enhanced, has been imple
mented in sub-clause (2). 

Clause 457.-See section 208A(2) of the existing Indian and section 
285(2) of the English Act. 

Clause 458.-See section 2o8B of the existing Indian and section 286 
of the English Act. · 

Clause 459.-This gives effect to the recommendation in paragraph 214 
of the Company Law Committee's Report. It is considered desirable to put 
the provision as an independent clause, instead of as a sub-clause of the pre
vious clause. 

Clause 460 .-See section 2o8C of the existing Indian Act and section 
287 of the English Act. 

Clause 461.-This corresponds to section 288 of the English Act and 
gives effect to the recommendation in paragraph 215 of the Company Law 
Committee's Report. 

Clause 462.-See section 2o8D of the existing Indian Act and section-
288 'of the English Act. · 

Clause 463.-See section 2o8E of the existing Indian and section 290 of 
the English Act. A penalty has been provided for as suggested at page 319 
of the Company Law Committee's Report. 
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Clause 464.-This entbodies section 291 of the English Act• 
which has been suggested for incorporation at page 319 of the Company Law 
Committee's Report. See recommendation (b) under section 2o8E. 

Clauso1 465.-See section 209 of the existing Indian and section 292 of the 
English Act. 

Clause 466.-See section 209A of the existing Indian and section 293 
of the English Act. Recommendation (a) at page 319 and recommendation 
(c) at page 320 of the Company Law Committee's Report have been 
incorporated. 

Clause 467.-This gives effect to recommendation (b) at pages 319 
and 320 of the Company Law Committee's R~port. 

Clause 468 .-See section 2ogB of the existing Indian and section 294 of 
the English Act. . . . · · 

Clause 469.-See section 209C of the existing Indian, and section 295. 
of the English Act. As recommended at page 320 of the Company Law 
Committee Report, section 295 (2) of the English Act has been incorporated 
in this clause. 

Clause 470.-See section 2ogD(1) of the existing Indian and section 
296(1) of the English Act. The recommendation of the Company Law 
Committee's Report (paragraph 212) and page 318 of the Report that the 
enhanced as remuneration of the liquidator once fixed should not be 
subsequently been given effect to in. sub-clause (3) of this clause. 

f ·' . 

Clause 471.-See section zo9 (2) of the existing Indian and section 
296 of the English Act. 

Clause 472.-See section 209E of the existing Indian and section 297 
of the English Act. ' 

Clause 473.-See section 209F ofthe existing Indian and section 298 of 
the English Act. 

Clause 47 4.-See section 209G of the existing Indian and section 299 
of the English Act. 

Clause 475.-See section 209H of the existing Indian and section 300 
of the English Act. The penalty in sub-clause (7) has been enhanced to 
500 rupees as suggested by the Company Law Committee at page 320 of its 
Report. 

Clause 476.-See section 210 of the existing Indian and section 30i of 
the English Act. 

Clause 477.-See section 211 of the existing Indian and section 302 of 
the English Act. ' 

Clause 478.-See section 212 of the existing Indian and section 303 of 
the English Act. . · 

Clause 479.-See section 213 of the existing Indian and section 304 
of the English Act. 

Clause 480.-See section 214 of the existing. Indian and section 305 of 
the English Act. . - . · . 
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Clause 481.-See section 215 of the existing !~dian and section 306 of 
the English Act. , • 

. Clause 482.-See section 216 of the existing Indian and section 307 
of the English Act. As suggested by the Company Law Committee at page 
320 of the Report, sub-section (3) of section 307 of the English Act has been 
incorporated as sub-clause (5) of the new clause. 

Clause 483.-corresponds to section 217 of the Indian Act and section 
309 of the English Act. 

Clause 484.-corresponds to section 218 of the existing Indian and 
section 310 of the English Act. Although the Company Law Committee 
has suggested the deletion of this provision (vide page 320 of its Report), 
it is considered desirable to retain it so as to make the position quite cl_ear. 

Clause 485.-See section 221 of the Indian Act and 3 II of the English 
Act. 

Clause 486.-See section 222 of the existing Indian Act and section 312 
of the English Act. . 

Clause 487.-See section 224 of the Indian and section 314 of the English 
Act. 

Clause 488.-See section 225 of the Indian ana section 315 of the English 
i\ct. · 

Clause 489.-See section 226 of the Indian and section l41 (c) of the 
English, Act. 

Clause 490.-See section 228 of the Indian and 316 of the English 
Act. · 

Clause 491.-See section 229 of the Indian Act and section 317 of the 
English Act. 

Clause 492.-See section 230 of the Indian and section 319 -of the Eng
lish Act. The recommendation contained in paragraph 218 and pages 321 
and 322 of the Company Law Committee's Report has been incorporated 
in the new clause. 

Clause 493.-See section 231 of the Indian and section 320 of the Eng• 
lish Act. See also paragraph 219 of the Company Law Committee's' 
Report. This clause is based on section 320 of the English Act as 
recommended by the Committee. Necessary consequential changes have 
also been incorporated in the clause as recommended by the Committee. 

Clause 49·.1.-corresponds to section 321 of the English Act, the in
corporation of which has been recommended by the Company Law Com
mittee as in para. 219 of its Report. 

Clause 495. corresponds to section 233 of the Indian and section 322 
of the English Act. The period of three months in the existing section has 
been extended to twelve months as in the English Act. This is in accordance 
with the Company Law Committee's recommendation at page 323 of the 
Report. The proviso makes a consequential change. 

Clause 496.-See section 230A of the Indian Act and section 323 ofthe 
English Act. 
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Clause 491.-corresponds to section 227 of the Indian Act. The best 
place for this provision seems to be immediately before that relating to the • 
" avoidance of attachment and executions " reproduced in the next clause. 

Clause 498.-See section 232 ofthe Indian Act and sections 228 and 313 
of the English Act. • 

Clause 499.-See section ~38A of the existing Indian and section 328 
of the English Act. · 

Clause 500.-See section 236 of the e:xi ting Indian and section· 329 .of 
the English Act. · 

Clauses 501 to 503.-These incorporate the provisions of sections 330 
to 332 of the English Act as recommended by the Company Law Committee 
in paragraph 220 of the Report. See also pages .~23 and 324 of the Report. 
Clause 502 has been slightly modified on the lines indicated at page 323 of the 
Report. · · 

Clause 504.-See section 235 of the existing Indian and section 333 of the 
English Act. The period of three years has been extended to five years as 
recommended by the Company Law Committee at page 323 of the Report. 

Clause 505.-This is consequential on clauses 501 to 504. 

Clause 506.-See section 237 of the exhing Indian and section 334 of the 
English Act. · 

Clause 507.-This is based on section 335 of the English Act, which is 
recommended for incorporation by the Company Law Committee at·para
graph 217 of the Report. '··· -

Clause 508. incorporates section 336 of the English Act as recom· 
mended in paragraph 217 aforesaid. 

Clause 509.-See section 234 of the Indian Act. 

Clause 510.-See section 240 of the existing Indian and section 340 .of 
the English Act. · 

Clause 511.-See section 241 of the existing Indian Act and section 
266 of the English Act. 

Clause 512.-See section 242 of the existing Indian and section 341 of the 
English Act. . . 

Cia use 513.--:-See section 244 of the existing Indian and section 342 of 
the English Act. 

Clause 511.-See section 244A of the existing Indian and section 
248 of the English Act. 

Clause 515.-See section 244B of the existing Indian and , section 
343 of the English Act. ..· . 

Clause 516.-See section 239 of the Indian Act and section 346 of the 
English Act. The provisions have been generalised so as to be applicable 
to all classes of winding up. In other words, sections 174, 223 and .239 
of the Indian Act have been consolidated in this clause as recommended at 
pages 316 and 325 of the Report. 

~lause 517.-See section 245 ofthe Indian Act and section 351 ?f t~e 
Enghsh Act. As Jammu and Kashmir State has acceded to the Umon m 
respect of foreign affairs, there can be no Indian Consul or Vice-Consul in that 
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State. In other words J arnmu and Kashmir State is to be treated in the 
same way as other States in India so far as this clause is concerned. 

Clause 518.-See section 243 of the Indian Act and 352 of the English 
Act. 

Clause 519.-See section 247 of the exi~ting Indian and section 353 of the 
English Act. .. · 

PART VIII 

Clause 520.-See section 250 of the existing Indian Act and section 377 
of the English Act. Although the Company Law Committee has suggested 
the omission ofthe proviso (See page 329 ofits Report) it is considered safer 

to retain it. Compare the provision to section 377 of the English Act. 

Clause 521.-See section 251 of the existing Indian Act and section 378 
of the English Act. 

Clause 522.-This is based on section 379 of the English Act. It clearly 
brings out the implication of the previous clause. It is considered desirable 
to have a specific provision as regards this matter as in the English Act. 

Clause 523.---See section 252 of the existing Indian Act and section 
380 of the English Act. 

PART IX 

Clause 524.-See section 253 of the existing Indian Act and section 
382 of the English Act. 

Clause 5%.-See section 254 of the existing Indian Act and section 
383 of the English Act. 

Clause 523.-See section 255 of the existing Indian . Act and section 
384 of the English Act. 

Clause 527.-See section 256 of the existing Indian Act and section 385 
of the English Act. 

Clause 528.-See section 257 of the existing Indian Act and section 386 
of the English Act. 

· Clause 529.-See section 258 of the existing Indian Act and section 
387 of the English Act. 

Clause 530.-See section 259 of the existing Indian Act and section 430 
of the English Act. · 

Clause 531.-This is based on section 388 of the English Act. It is 
clearly necessary that this provision should be incorporated. 

Clause 532.-See section 261 of the ex~sting Indian Act and section 389 
of the English Act. 

Clause 533.-See section 262 of the existing Indian Act and section 390 of 
the English Act. 

Clause 534.-See section 263 of the existing Indian Act and section 391 
of the English Act. · 

Clause 535.-See section 264 of the existing Indian Act and section 392 
of the English Act. 

Clause 536.-See section 265 of the existing Indian Act and section 393 
of the English Act. 



369 

Clause 537.-See section 266 of the existing Indian Act an~ section, 394 
of the English Act. 

Clause 538.-See section 267 of the existing Indian Act and section 395 
of the English Act. · 

Clause 519.-See section 268 of the existing Indian Act and section 396. · 
of the English Act. 

Clause 5.JfJ.-See section 269 of the existing. Indian Act and section 397 
of the English Act. 

PART X 

Clause 541.-See section 270 of the existing Indian Act and sectio~ 398 
of the English Act. · · 

Clause 542.-See section 271 (1) and (2) of the existing Indian Act and 
section 398 of the English Act. · 

Clause 543.-See section 271 (3) of the existing Indian Act and section 
400 of the English Act. · 

Clause 54.J.-See section 272 of the existing Indian Act and sectio~' 40~ 
of the English Act. · 

Clause 5-15.-See section 273 ofth'e existing Indian Act and seo:ion ' 402r 
of the English Act. · · 

Clause ll'J.-See section 274 ofth<r'exisrlng Indian Act an.d. sectio,h · 403 
of the English Act. • .· · 

Clause 547.-See section 275 of the existing Indian Act. 

Clause 548.-See section 276 of the existing Indian Act and sec~ion 404 
_ of the English Act. 

Clause 54? is based on 405 9f the English Act. 

PART XI 

Clauses 550-567.-These are mostly based on the redraft section 
recommended by the Company Law Committee as sections 277 to 277E. 10 
at pages 432-440 of the Report. The redraft closely follow sections 407 to 
423 of the English Act. ' 

Clause 550.-See section 277 of the redraft and section 406 of the Englihs 
Act. 

Clause 551.-See section 277A of the redraft and section 407 of ths 
English Act. 

Clause 552.-See section 277B of the redraft and section 409 of the 
Eng ·lish Act. 

Clause 553.-See section 277C of the redraft and section 410 of the 
English Act. Power has been taken in this clause to modify the require- . 
ments of this section in the case of foreign companies in the case of whlch 
rigid insistence on compliance with the provisions of the clause will not be 
easily practicable. In such cases the power to modify the requirements con
ferred on the Government by the clause: will be useful. 
48 M of Law. ' 
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Clause 554.-See section 277D of the r~draft aqd section 4I I of the 
English Act. The latter portion of sub-clause (b) of this clause is based on 
the redraft and there is no corresponding provision in the English Act. 

Clause 555.-See section 277E of the redraft and section 4I2· of the 
English Act. • 

Clause 556.-This is based on section 277E. I of the redraft and section 
4I3 ofthe English Act. · · 

Clause 557'.-This is based on section 277E. 2 of the redraft and sec
tion 4I4 of the English Act. 

Clause 558.-This is based on the proviso to section 277E.2 of the 
redraft. I 

Clause 559.-This is based on section 277E.3 of the redraft. See 
also section Io6 of the English Act in this connection . 

. Clause 560.-This corresponds to sub-section (8) of section 277 of the 
existing Act. · 

Clause 561.-This is based on section 277 E.4 of the redraft and section 
4I5 of the English A~. · '- · 

·-

- . Clause 562.-See section 277E.5 of the redraft and section 417 of the 
English Act. I • • • • I • .. 

Clause 563.-See section 277E.6of the. redraft and sectioo 4I9 of the 
English Act. · · · · · 

Clause 564.-See section 277E. 7 of the redraft and section 420 of the 
English Act. 

Clause 565.-See section 277E.8 of the redraft and section 42I of the 
English Act. · 

Clause 566.-See section 277E.9 of the redraft and section 422 of the 
English Act. 

Clause 567.-See section 277E.Io of the redraft and section 423 of the 
English Act. 

PART XII 

Clause 568.--Corresponds to section 248 of the existing Indian Act and 
424 of the English Act. 

Clause 569.-Corresponds to section 248(5) of the existing Indian Act 
and section 426 of the English Act. 

Clause 570.-Corresponds to section 249(1) of the existing Indian Act 
and 425 (I) of the English Act. 

Clause 571.~Corresponds to section 249 (2) of the existing Indian Act 
and section 425(2) of the English Act. A separa~e section has been pro
vided for as not only the fees in Table B which are referred to in clause 570 
but also other fees which have to be accounted for to the Central Government. 

Clause 572.-This confers in general the power on the Central Govern
ment to reduce any fee, charge, or other sum specified in the Act as payable 
to the Central Government. 
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Clause 573.-Correspond.s to section 249A ·of the existing Indian Act 
and section 428 of the" English Act. 

Clause _574.-Incorporates the provision contained in section 287- of 
the Indian Act. It makes it clear that insurance and other companies which 
are governed by special Acts will continue to be governed by those Acts and 
that su..ch companies will be governed by the provisions of the bill in so far
as those provisions are not in consistent with those contained in the special 

- Acts governing those companies. 

Clause 575.-This is intended to give power to the Central Government 
to modify the application of the Act where the shares or the predominant 
interest is held by the Central or a State Government or by two or more of 
those Governments. It is only where the interest held by the Government 
or Governments concerned is ~ ths or more of th~ total paid up share 
capital of the company that this provisions of this clause can be invoked. 

Clause 576.-Cor~spond.s to section 289A of the existing Act. 

Clause 577.-This is based on the redraft of section 2'78(I) in pursuance 
of paragraphs 203 and 233 of the Company Law 'Committee's Report 
Which is to be found at pages 44I to 442 .of the Report. 

Clause 578.-Correspond.s to sub-section (2) of the re~aft of section 
278 at page 44I of the Company Law Committee's Report. -

Clause 579.:......Corresponds to sub-section (3) of the redraft mentioned 
above. 'l 

Clause 580.-Corresponds to sub-section (4) of the redraft mentioned 
above. 

Clause 581.-This embodies sub-sections (5) to (I I) of the redraft referred 
to above. This is intended to safeguard directors and other officers of the 
companies from frivolous or vexations attacks in criminal cases. The 
principal change is that the compensation which may be awarded has been 
raised from Rs. 250 provided for in the Civil Procedure Code to 
Rs. 5,000. The imprisonment which may be ordered in default of payment 

h'ls b~en enhanc;'!d from one to six months. 
' . 

Clause 582.-This is intended to give effect to the recommendations 
of the Company Law Committee in paragraph I9I of the Report. See also 
~~3~· 1 

Clause 583.-This corresponds to section 279 of the e;xisting Act and 
444 of the English Act. . , 

Clause 584,...:_ This corresponds to section 44I of the English Act the 
application of which is recommended in paragraph 234 of the Company 
Law Committee's Report. 

Clause 585.-Corresponds to section 282 of the Indian Act and section 
438 of the English Act. 

Clause 586.-Corresponds to section 238 of the Indian Act. It is c'ert .. 
that the provisions of that section should not be confined to false evidence 
in winding-up proceedings but should extend generally to false evidence 
given in all proceeding under the Bill. · 

Clause 587.-Corresponds to section 282A of t,he existing Act. 
Clause 588.-Corresponds to section 283 of the Indian Act and sectino 

439 ~f the English Act. 
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Clause 589.-corresponds to section 280 of the Indian and section 447 

of the English Act. • 

Clause 590.-corresp:>nds t:> section 281 of the L1diu and sec.ion 444 
of the English Act. 

Clause .591.-This enables the company to red·tce any fee, charges, etc. 
payable to it by virtue of the provisions of the Bill or of the provisions con
tained in the articles governhg the company. In a number of places refer
ence is made in the existing Act t:> a specific fee with power to the company 
to reduce the amount of the fee. The insertion of this clause makes it un
nece_ssary to refer to the power of the company to reduce the fee, charges, 
etc., in various places in the Bill. . 

Clause 692.-This provides for the delegation by the Central Govern
ment bf its power and functions under the Act. The Company Law Commit
tee recommended the creation of a Central Authority it!'which various powen 
should be vested. This will enable the Government to implement this re
commendation as soon as the time is ripe for doing so. - . . 

Clause 593.-This is based on ·the recommendation of the Company 
Law Committee that there should be an Annual Report. See ·paragraph 
262 and page 337 of the Company Law Committee's Report. The corres· 
p:>nding section of the English Act is section 451. 

Clause 594.-This corresponds to section 151(2) and. (3) of the existinf 
Act and section 454 of the English Act. Power has been taken in genera 
terms to alter or add to all the schedules except schedules XI and XII. 

Clause 595.-This is based on section 151(1) of the Indian Act and 
section 454 of the English Act. 

Clause 596.-This is ba~ed on section 151(4) and (5) of the ex(sting 
Indian Act. 

Clause 597.-This Is largely based on section 24q of the existing Indian 
Act. Having regard to the fact tha• the rule-making power will be conferr
ed not on]y in regard to matters relating to the winding up of a company but 
also in regard to other matters, e.g.; those concerned with tl:J.e approval of 
terms with creditors and members, the reduction of share capital, the sub
division of shares, etc., the appropriate place for this provision will not ~e 
\n Part VII which deaJs only with the winding up of the companies but 10 

the General Part, viz; Part XIII. 

. Clause 59 8.-This provides for the continuance of such of the provisions 
of the amending Act (L II of 1951) as have not been incorporated in 
the Bill. The power conferred by section 7 of that Act with regard to 
giving power to the Court to act when a company acts either prejudicially 
to its own interest or practises oppression of any of its member or members, 
have been embodied in clauses 367-377 of the Bill. The other provisions 
giving powers of control to the Government in respect of the appointment, 
reappointment, etc., of the directors, managing agents and the like, con
tained in sectiom 2 to 6 of the amending Act, providing for the constitution 
of a commission to advise the Government on the matters referred to in 

t hose sections (section 8) were not intended to have permanent application 
but only to deal with what is believed to be a transitional phase in the 
management of the companies in this country. These provisions, therefore, 
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stand repealed. Some changes have been incorporated in those provis ion 
have been limited in their operation to thr~e years. After that time they wil 

Clause 599.-This corresponds to se<;tion 290, _of the Indian Act and 
section 4.59 of the English Act. · · · 

Clause 600 to 612.-These contain various saving provisions whicn are 
found in the English Act (section 459) and in sections 284, 285, 28S, 287, 
288 and 290 of the Indian Act. It is considered desirabl'! to have a spe:::ific 
clause for each of the saving clauses instead •of lumping them to
gether so as to make it easy to follow the int~ntion of the Bill. · 

Clause 600-corresponds to sub-section (2) of section 459 of the English 
Act. . . 

Clause 601.-corresponds to sub-se::tion (6) of Sectio.1 459 of the 
English Att. · • 

Clause 602.--corresponds to section 284 of the existing Indiar1 Act. . . 
Clause 603.--corresponds to sub-section (8) of section. 459 of the 

English Act. . '· ' . 
Clause 604.--corresponds to sub-section (I) of section. 4S9 of the 

English Act. . 
C/at.se C05.--corresponds to section 288 of the e~isting Indian Act. 
Clause 606.-This is based on sub-section (I I) of section 459 of the 

English Act. 
Clause 607.-This is based on section 286 of the ..:xisting In.d~an Act. 
Clause 608.-This is' ba~d on sub-section CI2) of ·section 459 of 

the English Act. . 
Clause 609.-This it based on sub-section (I3) of section 459 of the 

English Act. 
Clause 610.-This is based on sub-section (14)(a) of section 459 of the 

English Act, and proviso (a) to sub-section (I) of section 290 of the existing 
Indian Act. 

Clause 611.-This is based on sub-sections (I4)(b), (c), (d) and (e) of 
section 459 of the English Act and provisos (b) and (c) to section 290 (I) of 

_the existing Indian Act. 

Clause 612.-This is based on section 290(3) of the existing Indian 
and sub-section (16) of section 459 of the English Act. 

SCHEDULE I. 

TABLE A 
All compulsory regulations including those mentioned in section I7(2) 

of the existing Act as well as additional compulsory regulations mentioned in 
the Company Law Committee's Report have been embodied in the body 
of the Bill. Those regulations have therefore been omitted ·from Table A. 
Some of the regulations in the Table merely draw attention to the relevant 
provisions of the Act; for example regulations 2,1o6,Io7 and 111. These 
regulations have also been omitted. There is no need to duplicate in Table A 
the provisions contained in the body of the Bill. It is not only inartistic 

· but might give rise to difficulties where the terms of the provision in the 
articles are not identical with those in the body of the Bill. · · · 

Regulation 1.-See regulation 1 of the existing T~ble A. Instead of the 
1ast portion of that regulation provision has been made for the general appli• 
c3bility of the rules on interpretation contained in the Gener~ Clauses Act. 
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Regulation S.-This corresponds to iexisting regulation 3 of the existing 
Indian Table A and regulation 2 of the English Table A. · 

' . 
Regulation 3.-See regulation 3 of the English Table A. 

, Regulation 4.-See regulation 4 of the existing Indian Ta~le A. 

Regulation 5.-See regulation 5 of the English Table A. 

Regula~ion 6.-See regulation 6 of the English Table A. 

Regulation 7.--See regulation 7 of the English Table A. • 

Regulation 8.-See existing Indian regulation 6 and regulation 8 of the 
English Table A. 

- - ~ 

• Regulation 9 .-See existing Indian regulation 7 and regulation 9 of the 
English Table A. 

Regulation 10.-See existing Indian regulation 9 and regulation II of the 
English Table A. The two sentences have been split up into two clauses. 

Regulation 11.~See existing· Indian regulation IO and regulation· I2 
of the English Table A. 

Regulation 12.-See regulation I3 of the English Table A. 

Regulation 13.-See existing Indian regulation II and regulation I4 
of the English Table A. 

Regulation '14.-See existing Indian regulation I2 and regulation I5 
of the English Table A. 

·Regulation 15.-See regulation I6 of the English Table A. 

Regulation 16.~ee -existing Indian regulation I3 and regulation 17 
of the English Table A. 

Regulation 17.-See existing Indian regulation 14 and regulation 18 
of the English !able A. 

Regulation 18.-See regulation I9 of the English Table A. 

Regulation 19 .-See existing Indian regulation I 7 and English regulation 
2I. 

R'egulation 20.-See existing Indian regulation 18 and English regulation 
22. 

Regulation 21.-See existing Indian regulation I9 and regulation 23 
of the English Table A. 

Regulation 22.-The corresponding existing Indian regulation is 20. 
The Corresponding English regulation is 24. As there may be a right of 
appeal against the refusal of the directors to register the transfer of shares 
(S~e clause I05), the regulation has been suitably recast. 

Regulation 23.-This corresponds to the second sentence of existing 
regulation 20. See regulation 25 of the English Table A. 
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Regulation 24.-See regulation 27 of the English Table A. , 
Regulation 25.-See English regulation 28. 

Regulation 26.-This corresponds to regulation 21 of the existing Table 
A. Compare regulation 29 of the English Table A. • 

Regulation 27.-See existing regulation 22 and regulation 30 of the 
English Table A. 

Regulation 28.-See regulation 31 of the English Table A. 

Regulation 29 .'-See regulation 23 of the existing Table A and regulation 
32 of the English · Table A. 

Regulation 30.-See regulation 24 ofthe existing Table and regulation 
33 of the English Table. . · 

Regulation 31.-See regulation 25 of the existing Indian Table A and 
regulation 34 of the English Table A. ' 

Regulation 32.-See regulation 26 of the existing Table A and regulatior1 
35 of the English Table A. I ' 

Regulation 33.-See existing Indian regulation 27 and regulation 36 
of the English Table A. '· 

Regulation 34.-See existing Indian regulation 28 and regulation 37 
of the English Table A. '.·' i!l! t 

Regulation 35.-See existing Indian regulation 29 and regtliation 39 
of the. English Table A. 

Regulation 36 . .!..See existing 
• 

Indian regulation 30 and regulation 39 
of the English Table A. 

Regulation 37.-See existing Indian regulation 
of the English Table A. 

30 and regulation 40 

Regulation 38.-See existing Indian regulation 32 and regulation 41 
of the English Table A. 

Regulation 39 .-See existing Indian regulation 33 and English regulation 
42. ... 

Regulation 40.-See existing Indian r~gulation 34 and regula~on 43 
of the English Table A. 

Regulation 41.-See existing· Indian regulation 35· 

Regulation 42.-See existing Indian regulation 38. 

Regulation 43.-See existing Indian regulation 39· 

Regulation 44.-See existing Indian regulation 40. 

Regulation 45.-See regulation 41 of the Indian Table A and regulation 
· 44 of the English Table A. -

Regulation 4G.-See regulation 45 of the English Table A and existing 
Indian regulation 44· · 

Regulation 47.-The existing Indian reglltation (44A) has been incor
porated here. See also regulation 46 of the English Table A. 
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Regulation 48.-The existing Indian regulation has been incorporated. 
See also regulation 48 of the English Table A. 

Regulation 49 .-See' existing Indian regulation 48 and English regu-
lation 49· 

Regulation 50.-Se\! existing 
of the English Table A. 

Indian regulation 51 and regulation 53 
·: 

Regulation 51.-See existing regul~tion 53 and regulation 55 
English Table A. 

.Rrgu~ation 52.-See ex1stmg Indian regulation 54· ·· 

Regulation 53.-See regulation 56 of the English Table A. 

_....-

of the 

, Regulation 54.-See .existing Indian regulation 55 and regulation 51 
of the English Table A. 

-
~ Regulation 55.-See existing Indian regulation 58 and regulation 6o 

of the English Table A. 

. _ Regulation 56.-See the second sentence of existing lncian regulation 
59 and the second sentence of regulation 61 of the English Table A. 

Regulation 57.-See exi>ting Indian regulation 6o and regulation 62 
of the English Table A. 

. Regulation 58.-See existing Indian ~egulation 61 and regulation 63 
0 f the English Table A . 

. · Regulation 59 .-See existing Indian regulation 62 and regulation 64 
of the English T!lble A. 

• 
'· _ Regulation 60.-S_ee existing InJ.ian regulation 6j and regulation 65 

of the English Table A. 

Regulati?n 61.-See regulation 66 of the English Table A. 

Regulation 62.-See regulation 66 of the Indian_ Table A and regulation 
68 of the English Table A. 

Regulation 63.-See existing Indian regulation 67. 

Regulation 64.-Se~ e~isting Indian regulation 62 and regulation 73 of the 
English Table ~· · 
; . , I 

R;gulation 65.-See_ existing Indian regulation 68 and regulation 75 of 
the English Table A. . 

Regulation 66.-See existing Indian regulation 69 and regulation 76 of the 
English Table A. · 

R;egulation 67.-See existing Indian regulation 70. 

Regulation 68.-:-See existing Indian regulation 71 and reguhtion 8o of 
the English Table A. · t 

Regulation 69 .-See regulation 82 of the English Table A. 

Regulation 70.-See regulation 83 of the English Table A. 

Regulation 71.-See regulation 85 of the English Table A. 
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Ref!U/ation 72.-See existing Indian regulation 75 and regulation 86 of.· 
the bnglish Table A. _ 

Regulation 73.-See existing Indian regulation 72 and regulation 8I of the 
English Table A. 

Regulation 7 4.-See existing Indian regulation 87 and regulation 98 of 
the English Table A. , · 

Regulation 7 5.-See existing Indian regulation 87 and regulation 98 of the 
English Table A. 

Regulation 76.-See exising Indian regulation 89 and regulation IOO of the 
English Table A. · . 

Regulation 77.-Se~ existing Indian regulation 90 and regulation IOI of the 
English Table A. · 

. Regulation 78.-See existing Indian regulati~ri -9I and regulation I02 of 
the English Table A. 

Regulation 79 .-See existing Indian regulation 92 and regulation I03 of . 
the English Table A. . .. 

Regulation 80.-See existing Indian regulation 93 and regulation I04 of 
the English Table A. · · 

Regulation 81.-See existing Indian regulation 94 and regulation IOS of 
the English Table A. · · 

Regulation 82.-See regulation I06 of the En;lish Table A. 
' ·' 

Regulation 83.-See regulation no of the English Table A. 

Regulation 84.-See regulation I I2 of the English Table A. 

Regulation 85.-See regulation II3 of the- English Table A. 

Regulation 86.-See existing Indian regulation 95 anp. regulation II4 of 
the English Table Ar 

Regulation 87.-See existing Indian regulation 96 and regulation IIS of 
the English Table A. 

. . 
Regulation 88.-See existing Indian regulation 99 and regulation II7 

of the English Table A. 

Regulation 89 .-See existing Indian regulation 98 and regulation I IS of 
the English Table A. 

Regulation 90.-See regulation II9 of the English Table A. 

Regulation 91.-See regulation I20 of the English T~ble A. 

Regulation 92.-See regulation I2I of the English Table A. 

l<.eguiation 93.-See existing Indian regulation 100. 

Regulation 94.-See existing Indian regulation 101. 

Regulation 95.-See existing Indian regulation 102 .and regulation I22 
of the English Table A. 

Regulation 96.-See existing Indian regulation IOS and regulation I25 
of the English Table A. 
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Regulation 97.-See regulation 128 of the English Table A. 

Regulation 98.~See regulation 129 of the English Table A.· 

Regulation 99 .---:See regulation 135 of the English Table A. 

Regulation 100.-See regulation 136 of the English Table A. 

SCHEDULE I. 

TABLE B 

This embodies only the provisions in the existing Table B. Slight draft
ing improvements have been made. It will be open to the Government to 
1llter the fees prescribed by the list in pursuance of the power conferred on 
them by clause 594 of the Bill. · · 

SCHEDULE II 

This corresponds to the Fourth Schedule of the English Act. Some slight 
alterations and amplifications suggested by the Company Law Committee in 
the redraft of the Schedule at pages 390 to 398 of the Report have also been 
embodied. 

SCHEDULE III 

This corresponds to the Fifth Schedule of the Eaglish Act. The pro
visions contained in that Schedule have been incorporated wih some additions 
:and alterations here and there. 

SCHEDULE IV 
' -

This corresponds to the Third Schedule of the English Act. Some 
~dditions and alteration have been made. 

SCHEDULE V 

This corresponds to the Sixth Schedule of the English Act. It has been 
:made clear that the annual return should relate to the date of the last annual 
.general meeting. No other changeS of substance have been made. 

SCHEDULE VI-PART I 

This is mostly based on the Company Law Committee's draft Balance 
Sheet at pages 408 to 416 of the Report. The alterations made are not S.lb-

.s tantial and are only intended to give effect to the intention of the Company 
Law Committee in as clear terms as possible. When any assets are written 
up in a balance sheet, the amount of the increase will have to be noted in the 
balance sheets for subsequent five years instead of for three subsequent years. 
This alteration has been made in order to make the provision uniform with 

1:hat which will apply where the assets· are written down. 

SCHEDULE VI-PART II 

This is also based on the form suggested by the Company Law Committee 
"it pages 417 to 420 of the Report. Here again nothing has been changed 
-except for a few minor drafting improvements, which are intended to make 
the positi?n as clear as possible. 
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SCHEDULE VII 

This is based on the Company Law Committee's recommendation in 
paragraph 134 of the Report. See also page 367 of the Report. The managing 
agent, in addition to the specific powers mentioned by the C)mpany L'lw 
Committee will also have all powers which may be lawfully delegated to him 
by the directors. This is in accordance with the intention of the Company 
Law Committee. · 

SCHEDULE VIII 

See clause 328, and the note on that clause explain the scope of .this 
Schedule. 

SCHEDULE IX · 

See clause 167 (6) and the note thereon. 'That note explains the need for 
this Schedule. 

SCHEDULE X 

This corresponds to Schedule III to the Existing Act. No changes of 
any substance have been made. . . · · · . 

SCHEDULE XI 

See clause 598 and the note on that clause • ...... 
SCHEDULE XII 

See Clause 599 and the note on th-;n clause. 
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