THE COVPANI ES ACT, 1956

ACT NO 1 OF 1956

[18th January, 1956]

An Act to consolidate and anend the lawrelating to conpanies and
certain other associations.

BE it enacted by Parlianent in the Sixth Year of the Republic of
India as foll ows---

1

Short title, commencenent and extent.

1. Short title, comencenent and extent. (1) This Act nay be
call ed the Conpani es Act, 1956.

(2) It shall conme into force on such date2* as the Centra
CGovernnent may, by notification in the Oficial Gazette, appoint.

3[(3) It extends to the whole of India:

4*****]

5[Provided 6* * * that it shall apply to the State of Nagal and
subject to such nodifications, if any, as the Central Government may,
by notification in the Oficial Gazette, specify.]

2.

Definitions.

2.Definitions.In this Act, unless the cont ext ot herwi se
requires, -

(1) "alter" and "alteration" shall include the making of
addi ti ons and oni ssi ons;

(2) "articles" means the articles of association of a
conpany as originally franed or as altered fromtinme to tine
in pursuance of any previous conpanies law or of this Act,
including, so far as they apply to the conpany, t he
regul ati ons contai ned, as the case may be, in Table Bin the
Schedul e annexed to Act No. 19 of 1857 or in Table Ain the
First Schedul e annexed to the | ndian Conpani es Act, 1882, (6
of 1882.) or in Table A in the First

1 This Act has been extended to Goa, Danman and Diu by Regul ation



12 of 1962 (with nodifications), s. 3 and Sch.: to Dadra and Nagar
Haveli by Regulation 6 of 1963, s. 2 and Sch. | and to Pondi cherry by
Regul ation 7 of 1963, s. 3 and Sch. 1.

The provisions of this Act shall apply to Goa, Daman and Diu,
subject to the exceptions, nodifications and adaptations contained in
the Schedule to GS.R 615, dated the 24th April, 1965 (Gazette of
India, Pt. I, Sec. 3(i), p. 670). Anended inits application to
Goa, Daman and Diu by Reg. 11 of 1963, s. 9.

2 1st April, 1956, vide Notification No. S.R O 612, dated 8-3-
1956, CGazette of India, Extraordinary, 1956, Pt. Il, Sec. 3, p. 473.

3 Subs. by Act 62 of 1956 s. 2 and Sch., for sub-section (3)
(woe.f. 1-11-1956).

4 Proviso omtted by Act 25 of 1968, s. 2 and Sch. (we.f.
15- 8-1968) .

5 1ns. by Act 31 of 1965, s. 2 (w.e.f. 15-10-1965).

6 The word "further"” omitted by Act 25 of 1968, s. 2 and Sch
(w e.f. 15-8-1968).
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Schedul e annexed to the Indian Conpanies Act, 1913, or in Table A
in Schedule | annexed to this Act;

(3) "associate", in relation to a nmanagi ng agent, neans any of
the follow ng, and no others: -

(a)where the managi ng
agent is an individual

any partner or relative of

such individual; any firmin

whi ch such individual, partner
or relative is a partner;

any private conpany of which
such individual or any

such partner, relative or firm

i s the managi ng agent

or secretaries and treasurers or
a director or the nanager ; and
any body corporate at any genera
nmeeting of which not |ess than one-
third of the total voting power in
regard to any natter may

be exercised or controlled

by any one or nore of the
foll owi ng, nanely, such

i ndi vi dual , partner or par-
tners, relative or relatives,
firmor firnms; and private
conmpany or conpani es;
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(b) where the managi ng

agent is a firm

(c) where the managi ng

agent
rate:

is a body corpo-

any nenber of such firm

any partner or relative of any
such menber; and any other firm
i n which any such nenber, par-
tner or relative is a partner;
any private conpany of which
the firmfirst mentioned, or
any such nenber, partner, relat-
ive or other firmis the manag-
i ng agent, or secretaries

and treasurers, or a director,
or the manager; and any

body corporate at any

general neeting of which not

| ess than one-third of the

total voting power in regard to
any matter nay be exercised or
controlled by any one or nore
of the

followi ng, nanely, the firm
firstmentioned, any such menber
or nenbers, partner or part-
ners, relative or relatives,
other firmor firns and priv-
ate conpany or conpani es;

(i)any subsidiary or
hol di ng conpany of such
body corporate; the nanagi ng
agent or secretaries
and treasurers, or a director,
t he manager or an officer of.
t he body corporate or of
any subsidiary or hol ding
conpany thereof ; any partner
or relative of any such
director or nmanager; any firm
in which such director
manager, partner or relative,
is a partner;1 * * *

(ii)any other body corporate at
any general neeting of which

not | ess than one-third of

the total voting power in regard
to any nmatter nay be exercised



or controlled by any one or nore
of the follow ng, nanely, the
body corporate and the

conpani es and ot her persons
specified in paragraph (i)

above; and

2[(iii)any subsidiary of the
ot her body corporate referred to
i n paragraph (ii) above:

Provi ded that where the

body corporate is the manag-
i ng agent of the other

body corporate referred to

i n paragraph (ii) above,

a subsidiary of such other
body corporate shall not be
an associ ate

1 The "and" onmitted by Act 65 of 1960, s. 2.

2 1Ins. by s. 2, ibid.
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in relation to the nanagi ng
agent aforesaid ; and]

(d) where the managi ng

agent is a private conpany

or a body corporate having

not nore than fifty nenbers:
in addition to the persons nen-

tioned in sub clause (c), any

nmenber of the private conpany
or body cor porate;

Expl anation.-If one person is an associate in relation to
anot her within the meani ng of this clause, the latter shall also be
deened to be an associate in relation to the forner wthin its
nmeani ng;

(4) " associate ", inrelation to any secretaries and
treasurers, means any of the follow ng, and no others:-

(a) where the secretaries and
treasurers are a firm
any nenmber of such firm;
any partner or relative of any
such nenber; and any other firm
in which any such nmenber, part-
ner or relative is a partner ;
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(b) where the secretaries
and treasurers are a body

cor por at e:

any private conpany of which
the firmfirst-mentioned, or

any such nenber, partner, relat-
ive or other firmis the manag-
i ng agent, or secretaries

and treasurers, or a director,
or the manager ; and any

body corporate at any gene-

ral neeting of which not |ess
than one-third of the total vot-
ing power in regard to any
matter may be exercised or
controll ed by any one or nore of
the following, nanely, the
firmfirst-nentioned, any

such nenber or nenbers, partner
or partners, relative or

rel atives, other firmor
firms, and private conpany

or conpani es;

(i) any subsidiary or hold-

i ng conmpany of such body cor po-
rate; the nanagi ng agent

or secretaries and treasurers, or
a director, the manager or

an officer of the body corporate
or of any subsidiary or hold-

i ng conpany thereof ; any part-
ner or relative of any

such director or nanager; any
firmin which such director

or manager, partner or relative,
is a partner; 1 * * *

(ii) any other body corporate

at any general neeting of which
not | ess than one-third of

the total voting power in regard
to any matter nay be exercised
or controlled by any one or nore
of the follow ng, nanely, the
body corporate and the com
pani es and ot her persons speci -
fied in paragraph (i) above; and

2 [ (iii) any subsidiary of
t he ot her body corporate refe-
rred to in paragraph (ii) above:

Provi ded that where the
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body corporate is the secretar-
ies and treasurers of the

ot her body corporate referred to
in paragraph (ii) above,

a subsidiary of such other

body corporate shall not be

an associate in relation to

the secretaries and treasurers
af oresai d; and]

1 The word "and" onitted by Act 65 of 1960, s. 2.

2 1Ins. by s. 2, ibid.

(c) where the secretaries
and treasurers are a
private conpany or a
body corporate having not
nore than fifty nenbers:
in addition to the persons
mentioned in sub-clause (b),
any nenber of the private com
pany or body corporate

Explanation.-If one person is an associate in relation

another within the neaning of this clause, the latter shal
also be deened to be an associate in relation to the forner

within its neaning;

(5) "banki ng conpany" has the same neaning as in
Banki ng Conpani es Act, 1949 (10 of 1949);

(6) "Board of directors " or " Board ", in relation to
conpany, means the Board of directors of the conpany;

(7) "body corporate or
i ncorporated outside India but 1[does not include-

(a) a corporation sole

(b) a co-operative society registered under
law relating to co-operative societies ; and

(c)any other body corporate (not being a conpany
as defined in this Act) which the Central Governnent
may, by notification in the Oficial Gazette, specify in

this behalf ;]

(8) "book and paper and " book or paper
accounts,. deeds , 2 [vouchers,] witings, and docunents;

corporation' includes a conpany

i ncl ude



3[(9) "branch office" in relation to a conpany neans-

(a) any establishment described as a branch by the
conmpany ; or

(b)any establishment <carrying on either the same or
substantially the sanme activity as that carried on by
the head office of the conpany ; or

(c)any est abl i shnent engaged in any producti on
processi ng or manufacture,

1 Subs. by Act 65 of 1960, s. 2, for " does not include a
corporation sole".

2 Ins. by Act 31 of 1965, s. 3 (we.f. 15-10-1965),

3 Subs. by Act 65 of 1960, s. 2, for cl. (9),
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but does not include any establishment specified in any
order made by the Central Government under section 8;]

(10) "company" neans a conpany as defined in section 3;

1[ (10A) "Conpany Law Board" neans the Board of Conmpany
Law Admi ni stration constituted under section 10E;]

2[(11)"the Court" neans, -

(a)with respect to any matter relating to a conpany
other than any offence against this Act), the Court
havi ng jurisdiction under this Act with respect to that
matter relating to that conpany, as provided in section
10;

(b)with respect to any offence against this Act, the
Court of a Magistrate of the First Oass or, as the case
may be, a Presidency Magistrate, having jurisdiction to
try such offence;]

(12) "debenture" includes debenture stock, bonds and any
other securities of a conpany, whether constituting a charge
on the assets of the conpany or not;

(13) "director" includes any person occupying the position
of director, by whatever nane call ed;
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(14) "District Court" neans the principal Cvil Court of
original jurisdiction in a district, but does not include a
High Court in the exercise of its ordinary original civi
jurisdiction;

(15) "document” i ncl udes sumons, notice, requi sition
order, other |egal process, and registers, whether issued,
sent or kept in pursuance of this or any other Act or
ot herwi se;

(16) "existing conpany” nmeans an existing conmpany as defined
in section 3;

(17) "financial year" neans, in relation to any body
corporate, the period in respect of which any profit and | oss
account of the body corporate laid before it in annua
general neeting is made up, whether that period is a year or
not :

1 Ins. by Act 53 of 1963, s. 2 (we.f. 1-1-1964).

2 Subs. by Act 65 of 1960, s. 2, for cl. (11).

Provi ded that, in relation to an i nsurance conpany,
"financial year" shall nean the cal endar year referred to in
sub-section (1) of section 11 of the I nsurance Act, 1938
(4 of 1938);

(18) "Governnent conpany" neans a Governnent conpany wthin
t he nmeani ng of section 617;

1******

(19) "holding conpany" neans a holding company wthin the
meani ng of section 4;

2* * * *x * *

(21) "insurance conpany" neans a conpany which carries on
the business of insurance either solely or in conjunction
with any other business or businesses;

(22) "issued generally" means, in relation to a prospectus,
issued to persons irrespective of their being existing
menbers or debenture hol ders of the body corporate to which
t he prospectus rel ates;

(23) "limted conpany" neans a conpany linmted by shares or
by guarant ee:
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(24) "manager" rmeans an individual (not being the managing
agent) who, subject to the superintendence, control and
direction of the Board of directors, has the nmanagenent of
the whole, or subsantially the whole, of the affairs of a
conpany, and includes a director or any other per son
occupyi ng the position of a manager, by whatever nane call ed,
and whet her under a contract of service or not;

1 Onitted by Act 30 of 1984, s.52 (w.e.f. 1.8.1984).

2 C. (20) onitted by Act 62 of 1956, s. 2 and Sch. (w.e.f. 1-11-

(25) "managing agent" neans any individual, firm or body
corporate entitled, subject to the provisions of this Act, to
the managenent of the whole, or substantially the whole, of
the affairs of a conmpany by virtue of an agreenment with the
conpany, or by virtue of its nenorandum or articles of
association, and includes any individual, firm or body
corporate occupying the position of a managing agent, by
what ever nane cal | ed.

1[ Expl anation |.-For the purposes of this Act, references to
"managi ng agent" shall be construed as references to any
i ndividual, firm or body corporate who, or which, was, at
any time before the 3rd day of April, 1970, the nmanaging

agent of any conpany.

Explanation |l.-For the renoval of doubts, it is hereby dec-
| ared that notw thstandi ng anything contained in section 6 of
the Conpanies (Arendnent) Act, 1969, (17 of 1969.) this
clause shall remain, and shall be deened always to have re-
mai ned, in force;]

(26) "managing director” neans a director who, by virtue of
an agreenent with the conpany or of a resolution passed by
the conpany in general neeting or by its Board of directors
or, by virtue of its nenorandumor articles of association

is entrusted with 2[substantial powers of managenent] which
woul d not otherw se be exercisable by him and includes a
director occupying the position of a nanaging director, by
what ever nane cal | ed:

3[Provided that the power to do admnistrative acts of a
routi ne nature when so authorised by the Board such as the
power to affix the common seal of the conmpany to any docunent
or to draw and endorse any cheque on the account of the
conpany in any bank or to draw and endorse any negotiable
instrunment or to sign any certificate of share or to direct



registration of transfer of any share, shall not be deened to
be included within substantial powers of nanagenent:

Provi ded further that a nanaging director of a conpany shal
exercise his powers subject to the superintendence, contro
and direction of its Board of directors;]

1 Ins. by Act 41 of 1974, s. 2 (w.e.f. 1-2-1975).
2 Subs. by Act 65 of 1960, s. 2, for "any powers of managenent".

3 1Ins. by s. 2, ibid.
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(27) "menber”, in relation to a conpany, does not include a bearer of
a share-warrant of the conpany issued in pursuance of section 114;

(28) "nmenoranduni neans the nenorandum of association of a conmpany as
originally franed or as altered fromtine to tine in pursuance of any
previ ous conpanies |aw or of this Act;

(29) "nodify" and "nodification"” shall include the naking of additions
and oni ssi ons;

1[(30) "officer"” includes any director, nanaging agent, secretaries
and treasurers, nanager or secretary, 2[or any person in accordance
with whose directions or instructions the Board of directors or any
one or nore of the directors is or are accustoned to act,] and also
i ncl udes-

(a) where the nanagi ng agent, 3[or the secretaries and
treasures] is or are a firm any partner in the firm

(b)where the nmnaging agent or the secretaries and
treasurers is or are a body corporate, any director or
manager of the body corporate;

4* * * % *x %

but save in sections, 477, 478, 539, 543, 545, 621, 625 and
633 does not include an auditor;]

(31) "officer who is in default", in relation to any
provision referred to in section 5, has the neaning specified
in that section;

(32) "paid-up capital" or "capital paid up" includes capita
credited as paid up;

(33) " prescribed" neans, as respects the provisions of this

Act relating to the winding up of conpanies except sub-section
(5) of section 503, 5[sub-section (3) of section 550, section
552 and sub-section (3) of section 555], prescribed



1 Subs. by Act 65 of 1960, s. 2, for cl. (30).
2 Ins. by Act 31 of 1965, s. 3 (w.e.f. 15-10-1965).

3 Subs. by Act 41 of 1974, s. 2, for "the secretaries and
treasurers or the secretary" (w.e.f. 1-8-1975).

4 Sub-clause (c) omtted by s. 2, ibid. (we.f. 1-8-1975).

5 Subs. by Act 65 of 1960, s. 2, for "sub-section (1) of section
549 and subsection (3) of section 550"
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by rules made by the Suprenme Court in consultation with High
Courts, and as respects the other provisions of this Act
i ncludi ng sub-section (5) of section 503, 1[ sub-section (3) of
section 550, section 552 and sub-section (3) of section 555],
prescribed by rules made by the Central Governnent;

(34) "previous conpanies law' neans any of the | aws
specified in clause (ii) of sub-section (1) of section 3;

(35) "private conpany" neans a private conpany as defined in
section 3;

(36) "prospectus" neans 2[any docunent described or issued
as a prospectus and includes any] notice, «circular, adver-
tisement or other docunent 3[inviting deposits from the
public or] inviting offers fromthe public for the subscrip-
tion or purchase of any shares in, or debentures of, a body
cor por at e;

(37) "public conpany" neans a public conpany as defined in
section 3;

(38) "public holiday" neans a public holiday wthin the
neani ng of the Negotiable Instrunents Act, 1881 (26 of 1881.)

Provi ded that no day declared by the Central Government to be
a public holiday shall be deenmed to be such a holiday, in
relation to any neeting, unless the declaration was notified
before the i ssue of the notice convening such neeting;

(39) "recognised stock exchange" means, in relation to any
provision of this Act in which it occurs, a stock exchange,
whet her in or outside India, which is notified by the Centra
Governnent in the Oficial Gazette as a recognised stock



exchange for the purposes of that provision

(40) "Registrar"™ nmeans a Registrar, or an Additional, a
Joint, a Deputy or an Assistant Registrar, having the duty of
regi stering conpani es under this Act;

1 Subs. by Act 65 of 1960. s. 2, for "sub-section (1) of section
549 and subsection (3) of section 550"

2 Subs. by s. 2, ibid., for "any prospectus”.

3 Ins. by Act 41 of 1974, s. 2 (w.e.f. 1-2-1975).
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(41) "relative" nmeans, with reference to any person, any one who isS
related to such person in any of the ways specified in section 6, and
no ot hers;

(42) "Schedul e" means a Schedul e annexed to this Act;

(43) "Schedul ed Bank" has the sane neaning as in the Reserve Bank of
India Act, 1934 (2 of 1934);

(44) "secretaries and treasurers"” neans any firmor body corporate
(not being the nanagi ng agent) which, subject to the superintendence,
control and direction of the Board of directors, has the managenent of
the whole, or substantially the whole, of the affairs of a conpany;
and includes any firmor body corporate occupying the position of
secretaries and treasurers, by whatever nane call ed, and whether under
a contract of service or not.

1[ Expl anation |.-For the purposes of this Act, ref erences to
"secretaries and treasurers" shall be construed as references to any
firm or body corporate which was, at any tinme before the 3rd day of
April, 1970, secretaries and treasurers of any conpany.

Expl anation Il.-For the renmoval of doubts, it is hereby declared that
notwi t hstanding anything contained in section 6 of the Conpanies
(Anmendnent) Act, 1969 (17 of 1969), this clause shall remain, and
shal | be deened al ways to have renained, in force;]

4[ (45) "secretary" neans a Conpany Secretary within the neaning of
clause (c) of sub-section (1) of section 2 of the Conpany
Secretaries Act, 1980 (56 of 1980), and includes any other individua
possessing the prescribed qualifications and appointed to perform the
duties which my be perforned by a secretary under this Act and any
other ministerial or adnministrative duties;]

5[ (45A) "secretary in whole-tine practice" neans a secretary who shal
be deened to be in practice within the meaning of sub-section (2) of
section 2 of the Conpany Secretaries Act, 1980 (56 of 1980) and who is
not in fulltime enploynent;]



6[ (46A) "Securities and Exchange Board of India" neans the Securities
and Exchange Board of India established under section 3 of the Securi-
ties and Exchange Board of India Act, 1992 (15 of 1992)]

(46) "share" nmeans share in the share capital of a conmpany, and
i ncl udes stock except where a distinction between stock and shares is
expressed or inplied,

(47) "subsidiary conpany" or "subsidiary" neans a subsidiary conpany
wi thin the nmeani ng of section 4;

(48) "total voting power", in regard to any matter relating to a body
corporate, means the total nunmber of votes which

1 1ns. by Act 41 of 1974, s. 2 (w.e.f. 1-2-1975).

2 Subs. by Act 65 of 1960, s. 2, for el. (45).

3 41 of 1974, s. 2, for certain words (w.e.f. 1-2-1975).
4 Subs. by Act 31 of 1988, s. 2 (we.f. -------------- ).
5 Subs by s.2 ibid (we.f. 15.6.1988).

6 Ins. by Act 22 of 1996, s.31 and Sch. (w. e.f. 20.9.1995).
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may be cast in regard to that natter on a poll at a neeting
of such body, if all the nenbers thereof and all other
persons, if any, having a right to vote on that matter are
present at the neeting, and cast their votes;

(49) "trading corporation" nmeans a trading corporation
within the neaning of entries 43 and 44 in List | in the
Seventh Schedule to the Constitution;

l* * * % *x *

(50) "variation" shall, include abrogation; and "vary" shal
i ncl ude abrogate.

2[(2A.) Words and expressions used and not defined in this Act
but defined in the Depositories Act, 1996 (22 of 1996), shal
have t he same neani ngs respectively assigned to themin t hat
Act . ]

3.

Definitions of "Conmpany", "Existing Conpany", "Private Conmpany"
and" Publ i c
Conpany™.



3. Definitions of "Conpany", "Existing Conpany", "Private Conpany”
and "Public Company".(1) In this Act, unless the context otherw se

requires, the expressions "conpany", "existing conpany", "private
conpany"” and "public conpany"” shall, subject to the provisions of sub-
section (2), have the neani ngs specified bel ow -
(i) "conpany" neans a conpany forned and regi stered under
this Act or an existing conpany as defined in clause (ii);

(ii) "existing conpany"” nmeans a conpany forned and register-
ed under any of the previous conpanies |aws specified bel ow -

(a)Any Act or Acts relating to conpanies in force before
the I ndi an Conpani es Act, 1866 (10 of 1866.)and repeal ed
by that Act;

(b) The I ndi an Conpani es Act, 1866 (10 of 1866);
(c) The I ndi an Conpani es Act, 1882 (6 of 1882);
(d) The I ndi an Conpani es Act, 1913 (7 of 1913);

(e) The Regi stration of Transferred Conpani es
O di nance, 1942 ( 54 of 1942); and

2[(f) Any law corresponding to any of the Acts or the
Ordi nance aforesaid and in force-

(1)in the nerged territories or in a Part B State (other
than the State of Jammu and Kashmir), or any part
thereof, before the extension thereto of the Indian
Conpani es Act, 1913 (7 of 1913); or

1 d. (49A) onmtted by Act 17 of 1967, s. 4 and Sch. (w.e.f. 1-7-
1967).

2 Ins. by Act 22 of 1996, s. 31 and Sch. (w.e.f. 20.9.1995).

3 Subs. by Act 62 of 1956, s. 2 and Sch., for cl. (f) (we.f. 1-
11-1956).
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(2)in the State of Janmu and Kashmir, or any part
t hereof, before the commencenment of the Jamu and
Kashm r (Extension of Laws) Act, 1956 (62 of 1956). 1[in
so far as banking, insurance and financial corporations
are concerned, and before the comencenent of the
Central Laws (Extension to Janmu and Kashmir) Act, 1968
(25 of 1968) in so far as other corporations are
concer ned] ;]



(iii) "private conpany" nmeans a conpany which, by its arti-

cles, -
(a) restricts the right to transfer its shares, if
any;
(b) limts the nunber of its menbers to fifty not
i ncl udi ng-

(i) persons who are in the enploynent of the conpany, and

(ii) persons who, having been formerly in t he
enpl oynment of the conpany, were nenbers of the conpany
while in that enploynment and have continued to be
menbers after the enpl oynent ceased; and

1 Ins. by Act 25 of 1968, s. 2 and Sch. (w. e.f, 15-8-1968).
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(c)prohibits any invitation to the public to subscribe for any
shares in, or debentures of, the conpany:

Provi ded that where two or nore persons hold one or nore shares,
in a conpany jointly, they shall, for the purposes of this definition
be treated as a single nenber

(iv)"public conmpany" nmeans a conpany which is not a private
conpany.

(2) Unless the context otherwise requires, the fol | owi ng
conpani es, shall not be included within the scope of any of the
expressions defined in clauses (i) to (iv) of sub-section (1), and
such conpani es shall be deened, for the purposes of this Act, to have
been formed and regi stered outside India:--

(a) a conpany the registered office where of is in Burma
Aden or Paki stan, and which i medi ately before the separation

of that country fromlndia was a conpany as defined in cl ause
(i) of subsection (1);

1******

4.

Meani ng of "hol di ng conpany" and "subsidiary".



4. Meaning of "holding conpany"” and "subsidiary".(1l) For the
purposes of this Act, a conpany shall, subject to the provisions of
sub-section (3), be deened to be a subsidiary of another if, but only
if,--

(a) that other controls the conposition of its Board of
directors ; or

2[ (b) that other-

(i)where the first-nmentioned conpany is an existing
conmpany in respect of which the holders of preference
shares issued before the commencenent of this Act have
the sane voting rights in all respects as the hol ders of
equity shares, exercises or controls nore than half of
the total voting power of such conpany;

(ii)where the first-mentioned conmpany is any other
conpany, holds nore than half in noninal value of its
equity share capital ; or]

(c) the first-nmentioned conpany is a subsidiary of any com
pany which is that other's subsidiary.

1 d. (b) omtted by Act 62 of 1956, s. 2 and Sch (w.e.f. 1-11-
1956) .

2 Subs. by Act 65 of 1960, s. 3, for cl, (b),
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Illustration

Conmpany B is a subsidiary of Conpany A, and Conmpany C is a
subsidiary of Conpany B. Conpany Cis a subsidiary of Conpany A, by
virtue of clause (c)above. It Conpany D is a subsidiary of Conpany C,
Conmpany D will be a subsidiary of Conpany B and consequently also of
Company A, by virtue of clause (c) above; and so on

(2) For the purposes of sub-section (1), the conposition of a
conpany's Board of directors shall be deenmed to be controlled by
anot her company if, but only if, that other conpany by the exercise of
sonme power exercisable by it at its discretion without the consent or
concurrence of any other person, can appoint or renove the hol ders of
all or a mpjority of the directorships ; but for the purposes of this
provi sion that other conpany shall be deened to have power to appoint
to a directorship with respect to which any of the follow ng
conditions is satisfied, that is to say-

(a) that a person cannot be appointed thereto without the
exercise in his favour by that other conpany of such a power



as af oresai d;

(b) that a person's appointnment thereto foll ows necessarily
from his appoi ntnent as director, managi ng agent, secretaries
and treasurers, or nmanager of, or to any other office or
enpl oynent in, that other conpany; or

1[(c) that the directorship is held by an i ndi vi dua
nom nated by that other conpany or a subsidiary thereof ;]

(3) In determ ning whether one conpany is a subsidiary of another-

(a) any shares hold or power exercisable by that other
conpany in a fiduciary capacity shall be treated as not held
or exercisable by it;

(b) subject to the provisions of clauses (c) and (d), any
shares hel d or power exercisable-

(i) by any person as a noninee for that other conpany
(except where that other is concerned only in a
fiduciary capacity) ; or

(ii) by, or by a nominee for, a subsidiary of that
ot her conpany, not, being a subsidiary which is
concerned only in a fiduciary capacity;

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

1 Subs. by Act 65 of 1960, s. 3, for cl. (c).
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(c) any shares held or power exercisable by any person by
virtue of the provisions of any debentures of the first-
mentioned conpany or of a trust deed for securing any issue
of such debentures shall be disregarded-,

(d) any shares held or power exercisable by, or by a
nom nee for, that other or its subsidiary [not being held or
exerci sable as nmentioned in clause (c); shall be treated as
not held or exercisable by that other, iif the ordinary
busi ness of that other or its subsidiary, as the case may be,
i ncludes the | ending of noney and the shares are held or the
power is exercisable as aforesaid by way of security only for
the purposes of a transaction entered into in the ordinary
course of that business.

(4) For the purposes of this Act, a conpany shall be deermed to
be the holding conpany of another if, but only if, that other is its
subsi di ary.

(5) In this section, the expression "conmpany" includes any body
corporate, and the expression "equity share capital" has the sane
meani ng as in sub-section (2) of section 85.



(6) In the case of a body corporate which is incorporated in a
country outside India, a subsidiary or holding conpany of the body
corporate wunder the law of such country shall be deened to be a sub-
sidiary or holding conpany of the body corporate within the neaning
and for the purposes of this Act also, whether the requirenents of
this section are fulfilled or not.

1[(7) A private conpany, being a subsidiary of a body corporate
i ncorporated outside India, which, if incorporated in India, would be
a public conpany within the nmeaning of this Act, shall be deenmed for
the purposes of this Act to be a subsidiary of a public conpany if the
entire share capital in that private conmpany is not held by that body
corporate whether alone or together with one or nore other bodies
corporate incorporated outside India.]

4A.

Public financial institutions.

2[4A. Public financial institutions. (1) Each of the financia
institutions specified in this subsection shall be regarded, for the
purposes of this Act, as a public financial institution, nanely:-

(i) the Industrial Credit and Investnent Corporation of
India Limted, a conpany formed and registered under the
I ndi an Conpani es Act, 1913 (7 of 1913);

1 Ins. by Act 65 of 1960, s. 3.

2 Ins. by Act 41 of 1974, s. 3 (w.e.f. 1-2-1975).
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(ii) the I ndust ri al Fi nance Cor porati on of I ndi a,
established under section 3 of the |Industrial Fi nance
Cor poration Act, 1948 (15 of 1948);

(iii) the Industrial Devel opment Bank of India, established
under section 3 of the Industrial Devel opment Bank of India
Act, 1964 (18 of 1964);

(iv) the Life Insurance Corporation of India, established
under section 3 of the Life Insurance Corporation Act,
1956 (31 of 1956);

(v) the Unit Trust of India, established under section 3 of
the Unit Trust of India Act, 1963 (52 of 1963).

(2) Subject to the provisions of sub-section (1), the Centra
Governnent may, by notification in the Oficial Gazette, specify such



other institution as it may think fit to be a public financia
institution:

Provided that no institution shall be so specified unless-

(i) it has been established or constituted by or under any
Central Act, or

(ii) not less than fifty one per cent. of the paid-up share
capital of such institution is held or controlled by the
Central Governnent.]

5.

Meani ng of "officer who is in default".

1[ 5. Meaning of "officer who is in default". For the purpose of
any provision in this Act which enacts that an officer of the conpany
who is in default shall be liable to any punishnent or penalty,
whet her by way of inprisonment, fine or otherw se, the expression
"officer who is in default" nmeans all the following officers of the
conpany, hanely: -

(a) t he managi ng director or managi ng directors;

(b) the whole-tinme director or whole-tine directors;

(c) t he manager;

(d) the secretary;

(e) any person in accordance with whose directions or
instructions the Board of directors of the conpany is

accustoned to act;

(f) any person charged by the Board with the responsibility
of conplying with that provision:

Provi ded that the person so charged has given his consent in
this behalf to the Board;

(9) where any conpany does not have any of the officers
specified in clauses (a) to (c), any director or directors
who may be specified by the Board in this behalf or where no
director is so specified, all the directors:

Provided that where the Board exercises any power under
clause (f) or clause (g), it shall, within thirty days of the

exerci se of such powers, file with the Registrar a return in
the prescribed form

6.

Meani ng of "relative"



2[ 6. Meaning of "relative". A person shall be deened to be a
relative of another if, and only if,-

(a) they are nenbers of a Hi ndu undivided famly; or
(b) they are husband and wife; or

(c) the one is related to the other in the manner
i ndicated in Schedule I A ]

1 Subs by Act 31 of 1988, s. 3 (we.f. 15.7.1988).

2 Subs by Act 65 of 1960, s.4, for s.6.

7.

Interpretation of "person in accordance with whose directions
orinstructions directors are accustonmed to act".

7.Interpretation of "person in accordance with whose directions
or instructions directors are accustoned to act". Except where this
Act expressly provides otherw se, a person shall not be deened to be,
within the neaning of any provisionin this Act, a person in
accordance wth whose directions or instructions the Board of
directors of a conpany is accustoned to act, by reason only that the
Board acts on advice given by himin a professional capacity.

8.

Power of Central CGovernnent to declare an establishnent not to bea branch
of fice.

8. Power of Central Governnment to declare an establishment not to
be a branch office. The Central Governnent may, by order, declare that
in the case of any conpany, 1* * * any establishnment carrying on
either the same or substantially the same activity as that carried on
by the head office of the conpany, or 2[any establishment engaged in
any production, processing or nanufacture], shall not be treated as a
branch office of the conpany for all or any of the purposes of this
Act .

9.

Act to override nenorandum articles, etc.

9. Act to override nmenorandum articles, etc. Save as ot herwi se
expressly provided in the Act-



(a) t he provi si ons of this Act shall have ef f ect
notwi t hstanding anything to the contrary contained in the
menorandum or articles of a conpany, or in any agreenent
executed by it, or in any resolution passed by the conpany in
general neeting or by its Board of directors, whether the
same be registered, executed or passed, as the case may be,
before or after the comencenent of this Act; and

(b) any provision contained in the nenorandum articles,
agreement or resolution aforesaid shall, to the extent to
which it is repugnant to the provisions of this Act, becone
or be void, as the case may be.

10.

Jurisdiction of Courts.

10. Jurisdiction of Courts. (1) The Court having jurisdiction
under this Act shall be-

(a) the High Court having jurisdiction in relation to the
pl ace at which the registered office of the conpany concerned
is situate, except to the extent to which jurisdiction has
been conferred on any District Court or District Courts
subordinate to that Hi gh Court in pursuance of subsection
(2); and

1 The words "not being a banking or an insurance conpany" onmtted
by Act 65 of 1960, s. 5.

2 Subs. by s. 5, ibid., for "any production or manufacture"
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(b) where jurisdiction has been so conferred, the District
Court inregard to matters falling within the scope of the
jurisdiction conferred, in respect of conpanies having their
regi stered offices in the district.

(2) The Central Governnent nmay, by notification in the Oficia
Gazette and subject to such restrictions, limtations and conditions
as it thinks fit, enmpower any District Court to exercise all or any of
the jurisdiction conferred by this Act upon the Court, not being the
jurisdiction conferred-

(a) in respect of conpanies generally, by sections 237,
391, 394, 395 and 397 to 407, both inclusive;

(b) in respect of conpanies with a paid-up share capita
of not less than one | akh of rupees, by Part VIl (sections
425 to 560) and the other provisions of this Act relating to



the wi nding up of conpanies.

(3) For the purposes of jurisdiction to wind up conpanies, the
expression "registered office" neans the place which has |ongest been
the registered office of the conpany during the six nmonths i mediately
preceding the presentation of the petition for w nding up

10A. [Constitution of Tribunal.] Repealed by the Conpanies
Tribunal (Abolition) Act, 1967 (17 of 1967) s. 4 and Sch

10B. [Procedure of Tribunal.] Repealed by s. 4 and Sch. ibid
10C. [Powers of Tribunal.] Repealed by s 4 and Sch., ibid

10D. [Appeal s agai nst decisions. etc.. of the Tribunal.] Repealed
by s. 4 and Sch., ibid.

1[ PART | A,

BOARD OF COVPANY LAW ADM NI STRATI ON

10E.

Constitution of Board of Conpany Law Admninistration

10E. Constitution of Board of Conpany Law Adm nistration
2[(1) As soon as may be after the conmencenent of the Conpanies
(Anmendnent) Act, 1988, the Central Governnent shall, by notification
in the Oficial Gazette, constitute a Board to be called the Board of
Conmpany Law Admi ni stration

(1A) The Company Law Board shall exercise and discharge such
powers and functions as may be conferred on it, by or under this Act
or any other law, and shall al so exercise and discharge such other
powers and functions of the Central Government under this Act or any
other law as may be conferred on it by the Central Covernnent, by
notification in the Oficial Gazette under the provisions of this Act
or that other |aw. ]

1 Ins. by Act 53 of 1963, s. 4 (we.f. 1-1-1964).

2 Subs. by Act 31 of 1988, s. 4 (w.e.f. 31.5.1991).
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(2) The Conpany Law Board shall consist of such nunber of
nmenbers, not exceeding 1[nine], as the Central Covernnent deens fit,
to be appointed by that Governnent by notification in the Oficia
Gazette:



2["Provided that the Central Governnent nmay, by notification in
the official Gazette, continue the appointnent of the chairman or any
ot her nenber of the conpany Law Board functioning as such inmmediately
bef ore the commencenment of the Conpanies (Amendnent) Act, 1988
(31 of 1988), as the chairman or any other nenber of the Conpany Law
Board, after such conmencenent for such period not exceeding three
years as may be specified in the notification

3[ (2A) The nmenbers of the Conpany Law Board shall possess such
qualifications and experience as naybe prescribed."]

(3) One of the nenbers shall be appointed by the Central Gov-
ernnent to be the chairman of the Conpany Law Board

(4)No act done by the Conpany Law Board shall be called in
question on the ground only of any defect in the constitution of, or
t he existence of any vacancy in, the Conpany Law Board

4* * * * *

5[(4B) 6[ The Board may, by order in witing, form one or nore
Benches from anong its nenbers and authorise each such Bench to
exerci se and di scharge such of the Board's powers and functions as nay
be specified in the order; and every order nmade or act done by a Bench
in exercise of such powers or discharge of such functions shall be
deened to be the order or act as the case may be, of the Board.

(4C) Every Bench referred to in sub-section (4B) shall have
powers which are vested in a Court under the Code of Cvil Procedure,

1908, (5 of 1908). while trying a suit, in respect of the follow ng
matters, nanely :-

(a) discovery and inspection of docunments or other nateria
obj ects produci bl e as evidence;

1 Subs. by Act 41 of 1974, s. 4, for "five" (we.f. 1-2-1975).
2. Ins. by Act 31 of 1988, s.4 (w.e.f. 31-5-1991).

3 Ins by s.4, ibid (we.f. 4-8-1989).

4 Chittgd by s.4, ibid Act 31 of 1988, s. 4 (w. e.f.31-5-1991).

5 Ins.by Act 41 of 1974, s.4 (w.e.f. 1-2-1975).

6. Subs. by s.4, ibid (we.f.1-2-1975).
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(b)enforcing the attendance of witnesses and requiring the
deposit of their expenses;

(c)conpelling the production of docunments or other nmateria
obj ects produci bl e as evidence and i npoundi ng t he sane;



(d) exam ni ng Wit nesses on oat h;
(e) granti ng adj ournments;

(f) reception of evidence on affidavits.

(4D) Every Bench shall be deened to be a civil <court for the
purposes of section 195 and 1[ Chapter XXVI of the Code of Crinina
Procedure, 1973], (2 of 1974). and every proceedi ng before the Bench
shall be deened to be a judicial proceeding within the neaning of
section 193 and 228 of the Indian Penal Code and for the purpose of
section 196 of that Code.] (45 of 1860).

2[ (5) Wthout prejudice to the provisions of sub-sections (4C) and

(4D), the Conpany Law Board shall in the exercise of its powers and
the discharge of its functions under this Act or any other |aw be
guided by the principles of natural justice and shall act in its

di scretion.

(6)Subject to the foregoing provisions of this section, the
Conmpany Law Board shall have power to regulate its own procedure”]

10F.

Appeal s agai nst the orders of the Conpany Law Board

3[ 10F. Appeal s against the orders of the Conpany Law Board. Any
person aggri eved by any decision or order of the Conpany Law Board may
file an appeal to the High Court within sixty days fromthe date of
conmuni cation of the decision or order of the Conpany Law Board to him
on any question of |aw arising out of such order

Provided that the H gh Court may, if it is satisfied that the
appel lant was prevented by sufficient cause fromfiling the appea
within the said period, allowit to be filed within a further period
not exceeding sixty days.]

PART I |
I NCORPORATI ON OF COVPANY AND MATTERS | NCI DENTAL THERETO

Certain conpanies, associations and partnerships to be registered,
as conpani es under Act.
11.
Prohi bition of associations and partnershi ps exceedi ng certai n number.

11. Prohi bition of associations and partnershi ps exceeding certain
nurmber. (1) No conpany, association or partnership consisting of nore
than ten persons shall be formed for the purpose of carrying on the

busi ness of banking, unless it is registered as a conpany under this
Act, or is forned in pursuance of sone other Indian |aw



1 Subs. by Act 46 of 1977, s. 2, for the words and figures "Chapter
XXXV of the Code of Criminal Procedure, 1898".

2 Subs. by Act 31 of 1988, s. 4 (w. e.f.31-5-1991).

31Ins. by s. 5, ibid. (we.f. 31-5-1991).
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(2) No conpany, association or partnership consisting of
nmore than twenty persons shall be formed for the purpose of carrying
on any other business that has for its object the acquisition of
gain by the conpany, association or partnership, or by t he
i ndi vidual nenbers thereof, wunless it 1is registered as a conpany
under this Act, or is formed in pursuance of sone other |ndian |aw

(3) This section shall not apply to a joint famly as such
carrying on a business; and where a business is carried on by two or
nore joint famlies, in conputing the nunmber of persons for the

pur poses of sub-sections (1) and (2), nminor menbers of such famlies
shal | be excl uded.

(4) Every nenber of a conpany, association or partnership carry-
ing on business in contravention of this section shall be personally
liable for all liabilities incurred in such business.

(5) Every person who is a nenber of a conpany, association or
partnership formed in contravention of this section shall be punish-
able with fine which nmay extend to one thousand rupees.

Menor andum of Associ ation

12.

Mbde of forming incorparated conpany.

12. Mode of form ng incorparated conpany. (1) Any seven or nore
persons, or where the conpany to be forned will be a private conpany,
any two or nore persons, associated for any |awful purpose may, by
subscribing their nanmes to a nenorandum of association and ot herwi se
conpl yi ng Wi th the requirements of this Act in respect of
registration, forman incorporated conmpany, with or without Iimted
liability.

(2) Such a conpany may be either-

(a) a company having the liability of its menbers linited by
the nenmorandumto the amount, if any, unpaid on the shares
respectively held by them(in this Act ternmed " a conpany
limted by shares"



(b) a company having the liability of its menbers linited by
t he menorandumto such anobunt as the nenbers may respectively
undertake by the nenorandumto contribute to the assets of
the conpany in the event of its being wound up (in this Act
ternmed "a conpany limted by guar ant ee");

(c) a conpany not having any limt on the liability of its
menbers (in this Act termed " an unlinited conpany ").
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13.

For m of nmenor andum

13. Requirenents with respect to nmenorandum (1) The nenorandum of
every conpany shall state-

(a)the name of the conpany with " Limted " as the last word
of the nane in the case of a public linited conpany, and with
"Private Linmted" as the last word of the name in the case of
a private limted conpany;

(b)the State in which the registered office of the conmpany is
to be situate; 1* * *

2[(c) in the case of a conpany in existence inmediately
before the conmmencenent of the Conpanies (Anendnment) Act,
1965, the objects of the conpany ;

(d)in the case of a conpany forned after such commencenent, -

(i)the main objects of the conpany to be pursued by the
conpany on its incorporation and objects incidental or
ancillary to the attai nment of the nmain objects ;

(ii)other objects of the conpany not included in sub-clause
(i); and

(e)in t he case of conpani es (ot her t han tradi ng
corporations), wth objects not confined to one State, the
States to whose territories the objects extend.]

(2) The nenorandum of a conpany limted by shares or by
guarantee shall also state that the liability of its nenbers is
linmted.

(3) The nmenorandum of a conpany linited by guarantee shall also

state that each nmenber undertakes to contribute to the assets of the
conpany in the event of its being wound up while he is a nenber or
within one year after he ceases to be a nenmber, for paynment of the
debts and liabilities of the conmpany, or of such debts and liabilities
of the conmpany as may have been contracted before he ceases to be a
menber, as the case may be, and of the costs, charges and expenses of
wi nding up, and for adjustnment of the rights of the contributories



anong thenselves, such anbunt as may be required, not exceeding a
speci fi ed anmount.

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

(a) wunless the conpany is an wunlinted conpany, t he
nmenor andum shal |l al so state the anmount of share capital with

1 The word "and " omitted by Act 31 of 1965, s. 5 (we.f. 15-10-
1965) .

2 Subs. by s. 5, ibid., for clause (c) (w.e.f. 15-10-1965).
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which the conmpany is to be registered and the division
thereof into shares of a fixed anount;

(b)no subscriber of the nenorandum shall take | ess than one
share; and

(c) each subscriber of the nenmorandum shall wite opposite
to his nane the nunber of shares he takes.

14. For m of nmenorandum The nenorandum of association of a conpany
shall be in such one of the Forms in Tables B, C, D and E in Schedul e
I as may be applicable to the case of the conpany, or in a Form as
near thereto as circunstances admit.

15.

Printing and signature of menorandum

15. Printing and signature of menorandum The menorandum shall -

(a) be printed,
(b) be di vided i nto paragraphs nunbered consecutively, and

(c)be signed by each subscriber (who shall add hi s
addr ess, descri ption and occupation, if any,) in the, presence
of at l|east one witness who shall attest the signature and
shall |ikew se add his. address, description and occupation
if any.



15A

Special provision as to alternation of menorandum consequent on alter-
ation of

nane of State of Madras. 1] 15A. Speci al provi si on as to
al ternation

of menor andunconsequent on alteration o

15B.

Special provision as to alternation of menorandum consequent on alter-
ation of
nane of State of Mysore.

1] 15B. Speci al provision as to alteration of nenorandum consequent
on alteration of name of State of Mysore. Wiere, in the nenorandum of
associ ation of a conpany in existence imediately before t he
commencenent of the Mysore State (Alteration of Nanme) Act, 1973 (31 of

1973), it is stated that Mysore is the State in which the registered
office of that conpany is situate, then, notwi thstanding anything
contained in this Act, the said nmenorandum shall, as from such

comrencenent, be deened to have been altered by substitution of a
reference to the State of Karnataka for the reference to the State of
Mysore and the Registrar of the State of Karnataka shall nake
necessary alterations in the nenorandum of association and the
certificate of incorporation of the said conpany.]

16.

Al teration of menorandum

16. Alteration of nmenorandum (1) A conpany shall not alter the
conditions contained in its nenmorandum except in the cases, in the
node, and to the extent, for which express provisionis made in this
Act .

(2) Only those provisions which are required by section 13 or by
any other specific provision contained in this Act, to be stated in
the nmenorandum of the conpany concerned shall be deenmed to be con-
ditions contained in its menorandum

(3) Oher provisions contained in the nmenorandum i ncluding
those relating to the appointnment of a managing director, nanaging
agent, secretaries and treasurers or nanager, may be altered in the
same nmanner as the articles of the conpany, but iif there is any
express provision in this Act permitting of the alteration of such
provisions in any other manner, they may al so be altered in such other
nmanner .

(4)AI'l references to the articles of a conpany in this Act shal
be construed as including references to the other provisions aforesaid
contained in its nenorandum

1 Ins. by the Mysore State (Alteration of Nane) (Adaptation of Laws on
Union Subjects) Oder, 1974 (w.e.f. 1-11-1973), see Notification No.



G S. R 431(E), dated 21st Cctober, 1974, see Gazette of India,
Extraordinary, Pt. II, Sec. 3(i), P. 1981.
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17.

Speci al resolution and confirnmation by Conpany Law Board required
foralternati on of menorandum

17. Special resolution and confirmation by Conmpany Law Board
required for alternation of nenorandum (1) A conpany nay, by specia
resolution, alter the provisions of its menorandum so as to change the
place of its registered office fromone State to another, or wth
respect to the objects of the conpany so far as may be required to
enable it-

(a)to carry on its business nore econonically or nore
efficiently;

(b) to attain its main purpose by new or inproved neans;

(c) to enlarge or change the I ocal area of its operations;
(d)to carry on sone business whi ch under exi sting
ci rcunmst ances may conveni ently or advantageously be conbi ned

wi th the business of the conpany;

(e)to restrict or abandon any of the objects specified in
t he menmor andum

(f)to sell or dispose of the whole, or any part, of the
undertaking, or of any of the undertakings, of the conpany;
or

(g)to anal gamate with any ot her company or body of persons.

(2) The alteration shall not take effect until, and except in
so far as, it is confirned by the 1] Conpany Law Board] on
petition.

(3)Before confirming the alteration, the 1] Conpany Law Board]
nmust be sati sfied-

(a)that sufficient notice has been given to every holder of
the debentures of the conpany, and to every other person or
cl ass of persons whose interests will, in the opinion of the
1[ Conpany Law Board], be affected by the alteration; and

(b) that, with respect to every creditor who, in the opinion
of the 1[Conpany Law Board], is entitled to object to the
alteration, and who signifies his objection in the nanner
directed by the 1[ Conpany Law Board], either his consent to



the alteration has been obtained or his debt or claim has
been di scharged or has determ ned, or has been secured to the
satisfaction of the 1 [Conpany Law Board]

Provi ded that the 1] Conpany Law Board] may, in the case of
any person or class of persons, for special reasons, dispense
with the notice required by clause (a).

1 Subs. by Act 41 of 1974, s. 5, for "Court" (w.e.f. 1-2-1975).
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1[ (4) The 2[ Conpany Law Board] shall cause notice of the petition
for confirmation of the alteration to be served on the Registrar who
shall also be given a reasonable opportunity to appear before the
2[ Conpany Law Board] and state his objections and suggestions, if any,
with respect to the confirmation of the alteration.]

(5) The 2[Conpany Law Board] nay make an order confirmng the
alteration either wholly or in part, and on such ternms and conditions,
if any, as it thinks fit, and nay nake such order as to costs as it
t hi nks proper.

(6) The 2[Conpany Law Board] shall, in exercising its powers
under this section, have regard to the rights and interests of the
menbers of the conpany and of every class of them as well as to the
rights and interests of the creditors of the conpany and of every
class of them

(7) The 2[ Conmpany Law Board] may, if it thinks fit, adjourn the
proceedings in order that an arrangement nay be made to the satis-
faction of the 2[ Conpany Law Board] for the purchase of the interests
of dissentient nenbers; and may give such directions and nmke such
orders as it thinks fit for facilitating, or carrying into effect, any
such arrangenent

Provided that no part of the capital of the conpany may be ex-
pended in any such purchase.

18.

Alternation to be registered within three nonths.

18. Alternation to be registered within three nonths.3[(1) A
certified copy of the order of the 2[ Conpany Law Board] nade under
sub-section (5) of section 17 confirmng the alteration, together with
a printed copy of the nenorandumas altered, shall, wthin three
months fromthe date of the order, be filed by the conpany wth the
Regi strar who shall register the sane and certify the registration
under his hand within one nonth fromthe date of the filing of such
docunents.)

(2) The certificate shall be conclusive evidence that all the re-
qui rements of this Act with respect to the alteration and the confir-
mati on thereof have been conplied with, and thenceforth the nenorandum
as so altered shall be the nmenorandum of the conpany.



(3)Wiere the alteration involves a transfer of the registered
office from one state to another, a certified copy of the order

1 Subs. by Act . 65 of 1960, s. 6, for sub-section (4).
2 Subs. by Act 41 of 1974, s. 5, for "Court" (w.e.f. 1-2-1975).

3 Subs. by Act 65 of 1960, s. 7, for sub-section (1).
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confirmng the alteration shall be filed by the conpany with the
Regi strar of each of the States, and the Registrar of each such State
shall register the same, and shall certify wunder his hand the
registration thereof; and the Registrar of the State fromwhich such
office is transferred shall send to the Registrar of the other State
all docunents relating to the conpany registered, recorded or filed in
his office.

(4) The 1[ Conmpany Law Board] may, at any tinme, by order, extend
the tine for the filing of documents 2[or for the registration of the
alteration] under this section by such period as it thinks proper

19

Effect of failure to register.

19. Effect of failure to register.(1l) No such alteration as is
referred to in section 17 shall have any effect until it has been duly
regi stered in accordance with the provisions of section 18.

3[(2) If the docunments required to be filed with the Registrar
under section 18 are not filed within the tine allowed under that
section, such alteration and the order of the 1[ Conpany Law Board]
made under sub-section (5) of section 17 and all proceedi ngs connected
therewith, shall, at the expiry of such period, beconme void and
i noperative

Provi ded that the 1] Conpany Law Board] may, on sufficient cause
shown, revive the order on application nade within a further period of
one nont h. ]

Provisions with respect to nanes of comnpanies

20.
Conpani es not to be registered with undesirabl e names.

20. Conmpanies not to be registered with undesirable nanes. (1) No
conmpany shall be registered by a name which, in the opinion of the

Central CGovernnent, is undesirable.

(2) Wthout prejudice to the generality of the foregoing power,



a nane which is identical with, or too nearly resenbles, the nane by
which a conpany in existence has been previously registered, nmay be
deened to be undesirable by the Central Governnent within the rmeaning
of sub-section (1).

1 Subs. by Act 41 of 1974, s. 5, for "Court" (w.e.f. 1-2-19 75).
2 Ins. by Act 65 of 1960, s. 7.

3 Subs. by s. 8, ibid., for sub-section (2).

21.

Change of nane by conpany.

*21. Change of nanme by company. A conpany nmay, by specia
resolution and with the approval of the Central Governnent signified
in witing, change its nane:

1[ Provi ded that no such approval shall be required where the only
change in the name of a conpany is the addition thereto or, as the
case may be, the deletion therefrom of the word "Private", consequent
on the conversion in accordance with the provisions of this Act of a
public conpany into a private conpany or of a private conpany into a
public conpany. ]

22.

Rectification of name of conpany.

22. Rectification of nane of conpany.(1) If, through inadvertence
or otherwise, a conpany on its first registration or on its
registration by a new nane, is registered by a name which, in the
opinion of the Central Governnent, is identical with, or too nearly
resenbles, the nanme by which a conpany in existence has been
previously registered, whether wunder this Act or any previ ous
conpanies law, the first-nentioned conmpany-

(a)may, by ordinary resolution and with the previ ous approva
of the Central Governnent signified in witing, change its
name or new nane; and

* |nits application to Governnent Conpanies, section 21 shall be
read along with the follow ng proviso:

"Provided that nothing in this section shall apply to a
Gover nnent Conpany where the change in its name consists only



in the deletion of the word 'Private' therefroni:

Vide Notification No.GSR 1649 dt. 13.11.65, Gaz. of India, Pt.II, Sec.
3(i), p. 1733-34 (issued under s. 620).

1 Added by Act 31 of 1965, s. 6 (w.e.f. 15-10-1965).

(b)shall,if the Central CGovernment so, directs within twelve
nonths of its first registration or registration by its new
nane, as the case may be, or within twelve nonths of the
commencenent of this Act, whichever is later, by ordinary
resolution and wth the previous approval of the Centra
Governnent signified in witing, change its nane or new nane
within a period of three nonths from the date of the
direction or such |longer period as the Central CGovernnent may
think fit to allow

(2)If a conpany makes default in complying with any direction
given under clause (b) of sub-section (1), the conpany, and every
officer who is in default, shall be punishable with fine which may
extend to one hundred rupees for every day during which the default
conti nues.

23.
Regi strati on of change of nanme and effect thereof.
*23. Regi stration of change of nane and effect thereof. (1) Were a

conmpany changes its nane in pursuance of section 21 or 22, the
Regi strar shall enter the new nane on the Register in the place of the

former nane, and shall issue a fresh certificate of incorporation wth
the necessary alterations enbodied therein ; and the change of nane
shall be conplete and effective only on the issue of such a

certificate.

(2) The Registrar shall also make the necessary alteration in the
nmenor andum of associ ati on of the conpany.

(3) The change of nane shall not affect any rights or obligations
of the conpany, or render defective any |egal proceedings by or
against it; and any |egal proceedi ngs which m ght have been continued
or comenced by or against the conpany by its former nane nmay be
continued by or against the conpany by its new nane.

24,
Change of existing private |limted conpanies.
24. Change of existing private limted conpanies. (1) In the case

of a conpany which was a private limted conpany inmediately before
the commencenent of this Act, the Registrar shall enter the word



"Private' before the word 'Limted in the nane of the conpany upon
the register and shall also make the necessary alterations in the
certificate of incorporation issued to the conpany and in its
nmenor andum of associ ati on

(2) Sub-section (3) of section 23 shall apply to a change of
nane under sub-section (1), as it applies to a change of nanme under
section 21.

*In its application to Governnent Conpanies section 23 shall be
read along with the followi ng sub-section:-

"(1A) Were the change in the nane of a Governnent Conpany
consists only in the deletion of the word "Private" therefrom

that Government Conpany shall, not later than three nonths
from the date thereof,informthe Registrar of the aforesaid
change and thereupon the Registrar shall delete the word

"Private' before the word 'Limted in the name of the
Conmpany upon the register and shall also make the necessary
alterations in the certificate of incorporation issued to the

company":

Vide Notifn. No. (GSR 1649 dt. 13.11.1965, Gaz. of India, Pt.IlI
Sec. 3(i), p-1733-34 (issued under s. 620).

25.

Power to dispense with "Linmted" in name of charitable or
ot her conpany.

25. Power to dispense with "Linmted" in nane of charitable or
ot her conpany. (1) Where it is proved to the satisfaction of the
Central Governnent that an association-

(a)is about to be formed as a linmted conmpany for pronoting
commerce, art, science, religion, charity or any other usefu
obj ect, and

(b)intends to apply its profits, if any, or other incone in
pronmoting its objects, and to prohibit the payment of any
dividend to its nenbers,

the Central Government may, by licence, direct that the association
may be registered as a conpany with limted liability, wthout the
addition to its name of the word " Linmted" or the words "Private
Limted ".

(2) The association may thereupon be registered accordingly; and
on registration shall enjoy all the privileges, and (subject to the
provisions of this section) be subject to all the obligations, of
limted conpanies.



(3) Were it is proved to the satisfaction of the Centra
Gover nnent -

(a)that the objects of a conpany registered under this Act as
alinmted conpany are restricted to those specified in cl ause
(a) of sub-section (1); and

(b)that by its constitution the conpany is required to apply
its profits, if any, or other incone in pronoting its objects
and is prohibited frompaying any dividend to its menbers,
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the Central Government may, by licence, authorise the conpany by
a special resolution to change its nane, including or consisting of
the omission of the word "Linmted" or the words "Private Limted "“;
and section 23 shall apply to a change of name under this sub-section
as it applies to a change of name under section 21.

(4 A firm may be a nenber of any association or conpany
licensed wunder this section, but on the dissolution of the firm its
menber ship of the association or conpany shall cease

(5) A licence may be granted by the Central CGovernnment under
this section on such conditions and subject to such regulations as it
thinks fit, and those conditions and regul ations shall be binding on
the body to which the licence is granted, and where the grant is under
sub-section (1), shall, if the Central CGovernnent so directs, be
inserted in the menorandum or in the articles, or partly in the one
and partly in the other.

1[(6) It shall not be necessary for a body to which a licence is
so granted to use the word " Linmited " or the words " Private Limted"
as any part of its nane and, unless its articles otherw se provide,
such body shall, if the Central Government by general or special
order so directs and to the extent specified in the direction, be
exenpt from such of the provisions of this Act as may be specified
t herein.]

(7) The Ilicence nay at any tine be revoked by the Central Gov-
ernment , and wupon revocation, the Registrar shall enter the wor d
"Limted" or the words "Private Limted " at the end of the name upon
the register of the body to which it was granted; and the body shal
cease to enjoy the exenption granted by this section

Provided that, before a licence is so revoked, the Centra
Governnment shall give notice in witing of its intention to the body,
and shall afford it an opportunity of being heard in opposition to the
revocati on.

2[(8) (a) A body in respect of which a |licence under this section
is in force shall not alter the provisions of its menorandum wth
respect to its objects except with the previous approval of the
Central Governnent signified in witing.

(b) The Central Governnment may revoke the |licence of such a body if



it contravenes the provisions of clause (a).

1 Subs. by Act 65 of 1960 s. 9, for sub-section (6).

2 Subs. by s. 9, ibid., for sub-section (8).

(c)In according the approval referred toin clause (a), the
Central Governnment may vary the |icence by making it subject to such
conditions and regul ations as that Governnent thinks fit, in lieu of,
or in addition to, the conditions and regulations, if any, to which
the Iicence was fornerly subject.

(d)Where the alteration proposed in the provisions of the
menor andum of a body under this sub-section is with respect to the
objects of the body so far as may be required to enable it to do any
of the things specified in clauses (a) to (g) of sub-section (1) of
section 17, the provisions of this sub-section shall be in addition
to, and not in derogation of, the provisions of that section.]

(9) Upon the revocation of a licence granted under this section
to a body the nane of which contains the words "Chanber of Commerce",
that body shall, wthin a period of three nonths fromthe date of
revocation or such |longer period as the Central Governnment may think
fit to allow, change its name to a name whi ch does not contain those
wor ds; and-

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

(b) section 23 shall apply to a change of nane under this
sub-section as it applies to a change of name under section
21.

(10) If the body makes default in conplying with the requirenents
of sub-section (9),it shall be punishable with fine which may extend
to five hundred rupees for every day during which the default
conti nues.

Articles of Association

26.

Articles prescribing regulations.

26. Articles prescribing regulations.There nay in the case of a
public conpany linmted by shares, and there shall in the case of an
unlimted conpany or a conpany limted by guarantee or a private
conpany limted by shares, be registered with the nmenorandum articles
of association signed by the subscribers of t he menor andum
prescribing regulations for the conpany.



27.

Regul ations required in case of unlimted conpany, conpany limnted
byguar ant ee
or private conpany limted by shares.

27.Regul ations required in case of unlimted conpany, conpany
limted by guarantee or private conpany limted by shares.(1) In the
case of an unlimted conpany, the articles shall state the nunber of
menbers with which the conpany is to be registered and, if the conpany
has a share capital, the amount of share capital wth which the
Conmpany is to be registered.
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(2)In the case of a conpany linted by guarantee, the articles
shall state the nunber of nenbers with which the conpany is to be
regi st ered.

(3)In the case of a private conpany having a share capital, the
articles shall contain provisions relating to the matters specified in
sub-clauses (a), (b) and (c) of clause (iii) of sub-section (1) of
section 3; and in the case of any other private conpany, the articles
shal |l contain provisions relating to the natters specified in the said
sub-cl auses (b) and (c).

28.

Adoption and application of Table A in the case of conpanies |[|imtedby
shares.

28. Adoption and application of Table A in the case of conpanies
limted by shares. (1) The articles of association of a conpany
limted by shares nay adopt all or any of the regulations contained in
Table A in Schedul e |

(2) In the case of any such conpany which is registered after
the comencenment of this Act, if articles are not registered, or if
articles are registered, in so far as the articles do not exclude or
nodi fy the regulations contained in Table A aforesaid, those regula-
tions shall, so far as applicable, be the regulations of the conmpany
in the same manner and to the sane extent as if they were contained in
duly registered articles.

29.

Form of articles in the case of other conpanies.

29.Form of articles in the case of other conpanies.The articles
of a association of any conpany, not being a conpany limted by



shares, shall be in such one of the Forns in Tables C D and E in
Schedule | as nmay be applicable, or in a Formas near thereto as
ci rcunstances admit:

1[ Provided that nothing in this section shall be deenmed to pre-
vent a conpany fromincluding any additional matters in its articles
in so far as they are not inconsistent with the provisions contained
in the Formin any of the Tables C, D and E, adopted by the conpany.]

30.

Form and signature of articles.

30. Form and signature of articles. Articles shall-

(a) be printed;
(b) be divided into paragraphs nunbered consecutively ; and

(c) be signed by each subscriber of the nenmorandum of asso-

ciation (who shall add his address, description and occu-

pation, if any,) in the presence of at |east one witness who

shall attest the signature and shall |ikewise add his
address, description and occupation, if any.

31.

Alteration of articles by special resolution.

31. Alteration of articles by special resolution.(1) Subject to
the provisions of this Act and to the conditions contained in its
menor andum a conpany may, by special resolution, alter its articles:

1[Provided that no alteration made in the articles wunder this
subsection which has the effect of converting a public conpany into a
private conpany, shall have effect unless such alteration has been
approved by the Central Governnent.]

(2)Any alteration so nade shall, subject to the provisions of
this Act, be as valid as if originally contained in the articles and
be subject in like manner to alteration by special resolution

1[ (2A) Where any alteration such as is referred to in the proviso
to sub-section (1) has been approved by the Central Government, a
printed copy of the articles as altered shall be filed by the conmpany
with the Registrar within one nonth of the date of receipt of the
order of approval.]



(3) The power of altering articles under this section shall, in the
case of any conpany fornmed and regi stered under Act No. 19 of 1857 and
Act No. 7 of 1360 or either of them extend to altering any provisions
in Table B annexed to Act 19 of 1857, and shall also, in the case of
an unlimted conpany forned and registered under the said Acts or
either of them extend to altering any regulations relating to the
anmount of capital or its distribution into shares, notw thstanding
that those regulations are contained in the menorandum

Change of registration of conpanies

32.

Regi stration of unlinmted conpany as |limted, etc.

32. Registration of unlimted conmpany as limted, etc. (1) Subject
to the provisions of this section, -

(a)a conpany registered as unlinmted may register under this
Act as a linmted conpany; and

(b) a company already registered as a. limted conmpany nmay
re-regi ster under this Act.

(2) On registration pursuance of this section, the Registrar
shall close the forner registration of the conpany, and may di spense
with the delivery to himof copies of any docunents with copies of
whi ch he was furnished on the occasion of the original registration of
the conpany; but, save as aforesaid, the registration shall take place
in the sane manner and shall have effect, as if it were the first
regi stration of the conpany under this Act.

1 Ins. by Act 65 of 1960, s. 11
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(3) The registration of an unlimted conpany as a linmted com
pany under this section shall not affect any debts, liabilities,
obligations or contracts incurred or entered into, by, to, with or on
behal f of, the conpany before the registration, and those debts,
liabilities, obligations and contracts may be enforced in the manner
provided by Part |IX of this Act in the case of a conpany registered
i n pursuance of that Part.

CGeneral provisions with respect to nenorandum and articl es.

33.
Regi strati on of nenorandum and articles.
33. Registration of nmenorandum and articles. (1) There shall be

presented for registration, to the Registrar of the State in which the
registered office of the conpany is stated by the nenorandum to be



si t uat e-

(a) t he menorandum of the conpany;
(b) its articles, if any ; and

1[(c) the agreerment, if any, which the conpany proposes to
enter into with any individual for appointnent as its
managi ng or whole-tine director or manager.]

(2) A declaration by an advocate of the Suprene Court or of a
H gh Court, an attorney or a plader entitled to appear before a High
Court,or 2["a secretary,or a chartered accountant,in whole-tinme practice
in India"] who is engaged in the formati on of a conmpany, or by a person
naned in the articles as a director, 2* * * panager or secretary of the
conpany, that all the requirenents of this Act and the rul es thereunder
have been conplied with in respect of registration and natters precede-
nt and incidental thereto, shall be filed with the Registrar; and the
Regi strar may accept such a declaration as sufficient evidence of such
conpl i ance

3[ Expl anati on.-For the purposes of this sub-section, "chartered
accountant in whole-time practice in India" nmeans a chartered
accountant wthin the neaning of clause (b) of sub-section (1) of
section 2 of the Chartered Accountants Act, 1949 (38 of 1949), who is
practising in India and who is not in fultime enploynent.]

(3)If the Registrar is satisfied that all the requirenents
aforesaid have been conplied with by the conmpany and that it s
authorised to be registered under this Act, he shall retain and

register the nenorandum the articles, if any, and the agreenent
referred to in clause (c) of sub-section (1), if any.

34.

Ef fect of Registration.

34. Eff ect of Registration.(1) On the registration of t he
menorandum of a conpany, the Registrar shall certify under his hand
that the conpany is incorporated and, in the case of a Ilinmted
conpany, that the conpany is limted.

1 Subs. by Act 31 of 1988, s. 6 (we.f. 15-6-1988).
2. Omitted by s.6, ibid. (we.f. 15-6-1988).

3. Added by s.6, ibid (we.f. 15-6-1988).

(2) Fromthe date of incorporation nmentioned in the certificate
of incorporation, such of the subscribers of the nmenorandum and ot her
persons, as nmay fromtine to tine be nmenbers of the conpany, shall be
a body corporate by the nanme contained in the nmenorandum capable



forthwith of exercising all the functions of an incorporated conpany,
and having perpetual succession and a conmmn seal, but wth such
liability on the part of the menmbers to contribute to the assets of
the conpany in the event of its being wound up as is nentioned in this
Act .

35.

Concl usi veness of certificate of incorporation

35. Concl usi veness of certificate of incorporation. A certificate
of incorporation given by the Registrar in respect of any association
shall be conclusive evidence that all the requirenents of this Act
have been conplied with in respect of registration and nmatters
precedent and incidental thereto, and that the association is a
conpany authorised to be registered and duly registered under this
Act .

36.

Ef fect of nmenprandum and arti cl es.

36. Ef f ect of nmenmorandum and articles.(1l) Subject to t he
provisions of this Act, the nenorandum and articles shall, when
registered, bind the conpany and the nmenbers thereof to the sane
extent as if they respectively had been signed by the conpany and by
each nenber, and contained covenants on its and his part to observe
all the provisions of the menorandum and of the articles.

(2) Al noney payabl e by any nmenber to the conmpany under the
menorandum or articles shall be a debt due fromhimto the conpany.

37.

Provision as to conpanies |imted by guarantee.

37.Provision as to conpanies linmted by guarantee. (1) In the case
of a conpany linited by guarantee and not having a share capital, and
registered on or after the first day of April, 1914, every provision in
the nmenorandum or articles or in any resolution of the conpany
purporting to give any person a right to participate in the divisible
profits of the conpany otherw se than as a nmenber shall be void.

(2) For the purpose of the provisions of this Act relating to
t he menorandum of a conpany limted by guarantee and of this section
every provision in the menorandumor articles, or in any resolution
of any conpany limted by guarantee and registered on or after the
first day of April, 1914, purporting to divide the undertaking of the
conpany into shares or interests, shall be treated as a provision for
a share capital, notw thstanding that the nom nal anpbunt or nunber of
the shares or interests is not specified thereby.
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38.

Ef fect of alteration in nenorandum or articles.

38.Effect of alteration in nenorandum or articles. Notw thstanding
anything in the menmorandum or articles of a conpany, no nember of the
conpany shall be bound by an alteration made in the nenorandum or
articles after the date on which he becane a nmenber, if and so far as
the alteration requires himto take or subscribe for nore shares than
t he nunber held by himat the date on which the alteration is nmade, or
in any way increases his liability as at that date, to contribute to
the share capital of, or otherwise to pay noney to, the conpany:

1[ Provided that this section shall not apply-

(a)in any case where the nenber agrees in witing either
before or after a particular alteration is made, to be bound
by the alteration; or

(b)in any case where the conpany is a club or the conpany is
any other association and the alteration requires the nenber
to pay recurring or periodical subscriptions or charges at a
hi gher rate al though he does not agree in witing to be bound
by the alteration.]

39.

Copi es of nenorandum and articles, etc, to be given to nenbers.

39. Copi es of nmenorandum and articles, etc, to be given to
menbers. (1) A conpany shall, on being so required by a nenber, send to
himwi thin seven days of the requirenent and subject to the paynent of
a fee of one rupee, a copy each of the follow ng docunents as in force
for the tine being-

(a) the menorandum
(b) the articles, if any;

(c)the agreenent, if any, entered into or proposed to be
entered into, by the conmpany with any person appointed or to
be appointed as its nanagi ng agent or as its secretaries and
treasurers ; and

(d)every ot her agreenent and every resolution referred to in
section 192, if and in so far as they have not been enbodied
in the nenmorandum or articles.

(2) If a conpany makes default in conplying with the requirenents
of this section, the conpany, and every officer of the conpany who is
in default, shall be punishable, for each offence, with fine which may
extend to fifty rupees.



40.

Alteration of nenorandumor articles, etc., to be noted in every copy.

40. Alteration of nenmorandumor articles, etc., to be noted in
every copy.(1l) Were an alteration is nade in the nenorandum or
articles of a conmpany, in the agreenent referred to in clause (c) of

1 Subs. by Act 65 of 1960, s. 12, for the proviso.
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sub-section (1) of section 39 or in any other agreenent, or any
resolution, referred to in section 192, every copy of the nenorandum
articles, agreement or resolution issued after the date of the
alteration shall be in accordance with the alteration

(2) If, at any tine, the conpany issues any copies of the neno-
randum articles, resolution or agreenent, which are not in accordance
with the alteration or alterations made therein before that time, the
conmpany, and every officer of the conpany who is in default, shall be
puni shable wth fine which my extend to ten rupees for each copy so
i ssued.

Member shi p of conpany

41.

Definition of "nenber"

41. Definition of "menber". (1) The subscribers of the nmenorandum
of a conpany shall be deened to have agreed to becone nenbers of the
conpany, and on its registration, shall be entered as nmenbers in its
regi ster of nenbers.

(2) Every other person who 1[agrees in witing] to become a nenber
of a conpany and whose nane is entered in its register of nenbers,
shal |l be a nmenmber of the conpany.

2[ (3) Every person holding equity share capital or conpany and

whose nane is entered as beneficial owner in the records of the
depository shall be deened to be a nenbers of the conserned conpany. ]

42.

Member shi p of hol di ng conpany.

42. Merber shi p of holding conmpany. (1) Except in the cases
mentioned in this section, a body corporate cannot be a nenber of a



conpany which is its holding conpany and any allotnment or transfer of
shares in a conpany to its subsidiary shall be void.

(2) Nothing in this section shall apply-

(a)where t he subsidiary is concerned as t he | ega
representative of a deceased nmenber of the holding conpany;
or

(b)where the subsidiary is concerned as trustee, unless the
hol di ng conmpany 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
i ncl udes the I endi ng of noney.

(3) This section shall not prevent a subsidiary from continuing
to be a nenber of its holding conpany if it was a nenber thereof
either at the commencenent of this Act or before becom ng a subsidiary
of the hol ding conpany, but, except in the cases referred to in sub-
section (2), the subsidiary shall have no right to vote at neetings of
t he hol di ng conpany or of any class of nenbers thereof.

1 Subs. by Act 65 of 1960, s, 13, for " agrees."

2. Ins. by Act 22 of 1996, s.31 and Sch. (w.e.f. 20-9-1995).
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(4) Subject to sub-section (2), sub-sections (1) and (3) shal
apply in relation to a nominee for a body corporate which is a
subsidiary, as if references in the said sub-sections (1) and (3) to
such a body corporate included references to a nomnee for it.

(5 In relation to a holding conpany which is either a conpany
limted by guarantee or an unlinited conpany, the reference in this
section to shares shall, whether or not the conpany has a share
capital, be construed as including a reference to the interest of its
menbers as such, whatever the formof that interest.

Private conpani es

43.
Consequences of default in conplying with conditions constituting

aconpany a
private conpany.

43. Consequences of default in conplying with condi tions



constituting a conpany a private conpany. Were the articles of a
conmpany include the provisions which, under clause (iii) of sub-
section (1) of section 3, are required to be included in the articles
of a conpany in order to constitute it a private conpany, but default
is made in conmplying with any of those provisions, the conpany shal
cease to be entitled to the privileges and exenptions conferred on
private conpanies by or under this Act, and this Act shall apply to
the conpany as if it were not a private conpany:

Provi ded that the 1] Conpany Law Board] on being satisfied that
the failure to conply with the conditions was accidental or due to
i nadvertence or to some other sufficient cause, or that on other
grounds it is just and equitable to grant relief, my, on the
application of the conpany or any other person interested and on such
terns and conditions as seemto the 1] Conpany Law Board] just and
expedi ent, order that the conpany be relieved fromsuch consequences
as aforesaid.

43A.

Private conpany to becone public conmpany in certain cases.

2[ 43A. Private conpany to becone public conpany in certain cases.
(1) Save as otherwi se provided in this section, where not |ess than
twenty-five per cent. of the paid-up share capital of a private
conmpany having a share capital, is held by one or nore bodies cor-
porate, the private conpany shall, -

(a)on and fromthe date on which the aforesaid percentage is
first held by such body or bodies corporate, or

(b)where the aforesaid percentage has been first so held
before the conmmencenent of the Conpanies (Anendment) Act,
1960 (65 of 1960), on and fromthe expiry of the period of
three nonths fromthe date of such conmrencenent unless within
that period the aforesaid percentage is reduced

1 Subs. by Act 31 of 1988, s. 67 (w.e.f. 31-5-1991).

2 Ins. by Act 65 of 1960, s.14.

bel ow twenty-five per cent. of the paid-up share capital of
the private conpany,

beconme by virtue of this section a public conpany:

Provided that even after the private conpany has so becone a
public conpany, its articles of association may include provisions
relating to the matters specified in clause (iii) of sub-section (1)



of section 3 and the nunber of its nenbers may be, or nay at any tine
be reduced, bel ow seven :

Provided further that in conputing the aforesaid percentage,
account shall not be taken of any share in the private conpany held by
a banking conpany, if, but only if, the following conditions are
satisfied in respect of such share, nanely:-

(a) that the share-
(i) forms part of the subject-matter of a trust,

(ii) has not been set apart for the benefit of any
body corporate, and

(iii)is held by the banking conpany either as a trustee of
that trust or in its own nane on behalf of a trustee of that
trust; or

(b) that the share-
(i) forns part of the estate of a deceased person

(ii)has not been bequeathed by the deceased person by his
will to any body corporate, and

(iii)is held by the banking conpany either as an executor or
adm nistrator of the deceased person or in its own nanme on
behal f of an executor or adnministrator of the deceased
person;

and the Registrar may, for the purpose of satisfying hinself that any
share is held in the private conpany by a banking conmpany as
aforesaid, <call for at any tine fromthe banking conpany such books
and papers as he considers necessary.

1[ Expl anation.- For the purposes of this sub-section, "bodies
corporate" neans public conpanies, or private conpanies which had
becone public conpanies by virtue of this section.]

2[ (1A) Wthout prejudice to the provisions of sub-section (1),
where the average annual turnover of a private conpany, whether in
exi stence at the comencenent of the Conpanies (Anendnent) Act,

1 Added by Act 31 of 1988, s. 7 (w e.f. 15.6.1988).

2 Ins. by Act 41 of 1974 s.6 (w.e.f. 1-2-1975).
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1974, (41 of 1974) or incorporated thereafter, is not, during the
rel evant period 1[l ess than such amount as nay be prescribed] the pri-
vate conpany shall, irrespective of its paid-up share capital, becone,
on and fromthe expiry of a period of three nmonths fromthe |ast day of
the relevant period during which the private conpany had the said



average annual turnover, a public conpany by virtue of this sub-
section :

Provided that even after the private conpany has so becone a
public conpany, its articles of association may include provisions
relating to the matters specified in clause (iii) of sub-section (1)
of section 3 and the nunber of its nmenbers may be, or may at any
time be reduced, bel ow seven.

(1B) Wiere not less than twenty-five per cent. of the paid-up
share capital of a public conpany, having share capital, is held by a
private conpany, the private conpany shall, -

(a) on and from the date on which the aforesaid percentage
is first held by it after the comencenent of the Conpanies
(Anmendnent) Act, 1974, (41 of 1974), or

(b)where the aforesaid percentage has been first so held
before the commencenent of the Conpani es (Anendnent) Act ,
1974, ( 41 of 1974) on and from the expiry of the period of
three nmonths from the date of such comencenent, unless
within that period the aforesaid percentage is reduced bel ow
twenty-five per cent. of the paid-up share capital of the
publ i c conpany,

beconme, by virtue of this sub-section, a public conpany, and thereupon
all other provisions of this section shall apply thereto :

Provided that even after the private conpany has so becone a
public conpany, its articles of association may include provisions
relating to the matters specified in clause (iii) of sub-section (1)
of section 3 and the nunber of its nenbers nay be, or may at any tine
be reduced, bel ow seven.]

2[ (1C) Where, after the conmencenment of the Conpanies (Anendnent)
Act, 1988, (31 of 1988) a private conpany accepts, after an invitation
is made by an adverti senent, or renews, deposits fromthe public, other
than its nenbers, directors or their relatives, such private conmpany
shall,on and fromthe date on which such acceptance or renewal, as the
case may be, is first nade after such comencenent, becone a public
conpany and thereupon all the provisions of this section shall apply
t her et o:

Provided that even after the private conpany has so becone a
public conpany, its articles of association may include provisions
relating to the matters specified in clause (iii) of sub-section (1)
of section 3 and the nunber of its nenbers nay be, or may at any tinme
be, reduced bel ow seven. ]

(2) Wthin three nonths fromthe date on which a private conpany
becones a public conpany by virtue of this section, the conpany shal
informthe Registrar that it has beconme a public conmpany as aforesaid,
and t hereupon the Registrar shall delete the word "Private" before the
word "Limted" in the nanme of the conpany upon the register and shal
al so make the necessary alterations in t he certificate of
i ncorporation issued to the conpany and in its nenorandum of
associ ati on.



1 Subs. by Act 31 of 1988, s. 7 (we.f. 15.6.88).
21Ins. by s.7, ibid (we.f. 15.6.88).

(3) Sub-section (3) of section 23 shall apply to a change of
nane under sub-section (2) as it applies to a change of nanme under
section 21.

(4) A private conpany which has beconme a public conpany by virtue
of this section shall continue to be a public conpany until it has,
with the approval of the Central Government and in accordance with the
provisions of this Act, again becone a private conpany.

(5)1f a conpany makes default in conplying with sub-section (2),
t he conpany and every officer of the conpany who is in default, shal
be punishable with fine which nay extend to five hundred rupees for
every day during which the default continues.

* * *

1 Oritted by Act 31 of 1988, s. 7 (we.f. 15-6-1988).

(8)Every private conpany having a share capital shall, in
addition to the certificate referred to in sub-section (2) of section
161, file wth the Registrar along with the annual return a second
certificate signed by both the signatories of the return, stating
ei t her-

(a) that since the date of the annual general neeting wth
reference to which the last return was subnitted, or in the
case of a first return, since the date of the incorporation
of the private conpany, no body or bodies corporate has or
have held twenty-five per cent. or nore of its paid-up share
capital, 1* * *

1* * * * *

2[(c) that the private conpany, irrespective of its paid-up
share capital, did not have, during the relevant period, an
average annual turnover of 3[such anpbunt as is referred to in
such-section (1A) or nore.]]

4["(d) that the private conpany did not accept or renew
deposits fromthe public.]

2[ (9) Every private conpany, having share capital, shall file with the
Regi strar along with the annual return a certificate signed by both
the signatories of the return, stating that since the date of the
annual general neeting with reference to which the last return was
subnmitted, or in the case of a first return, since the date of the
i ncorporation of the private conpany, it did not hold twenty-five per



cent. or nmore of the paid-up share capital of one or nore public
compani es.

4[(10) Subject to the other provisions of this Act, any
reference in this section to accepting, after an invitation is nade by
an advertisenent, or renewi ng deposits from the public shall be
construed as including a reference to accepting, after an invitation
is made by an advertisenent, or renewi ng deposits from any section of

the public and the provisions of section 67 shall, so far as may be,
apply, as if the reference to invitation to the public to subscribe
for shares or debentures occurring in that section, includes a

reference to invitation fromthe public for acceptance of deposits.]

1 Ormitted by Act 31 of 1988, s. 7 (we.f. 15.6.88).
2 Ins. by Act 41 of 1974, s.6 (w.e.f. 1-2-1975).
3 Subs. by Act 31 of 1988 s.7 (w e.f. 15-6-88).

4 Ins. by s.7, ibid (we.f. 15-6-1988).
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Expl anati on. - For the purposes of this section,--
(a)"relevant period" means the period of three consecutive
financi al years, -
(i)inmediately preceding the conmencenent of the Conpanies
(Anmendnent) Act, 1974, (41 of 1974), or
(ii)a part of which i mediately preceded such comrencenent
and the other part of which inmediately, followed such
conmencenent, or
(iii)imediately follow ng such commencenent or at any tine
t hereafter;
(b) "turnover", of a conpany, neans the aggregate value of
the realisation made fromthe sale, supply or distribution of
goods or on account of services rendered, or both, by the
conpany during a financial year.]
1["(c) "deposit" has the sanme meaning as in section 58A. ]
44,

Prospectus or statenment in lieu of prospectus to be filed by
pri vat econpany
on ceasing to be private conpany.

44, Prospectus or statenent in lieu of prospectus to be filed by



private conpany on ceasing to be private conpany. (1) If a conpany,
being a private conpany, alters its article in such a manner that they
no |onger include the provisions which, under clause (iii) of sub-
section (1) of section 3, are required to be included in the articles
of a conpany in order to constitute it a private conpany, the conpany-

(a) shall, as on the date of the alteration, cease to be a
private conpany; and

(b) shall, wthin a period of 2[thirty] days after the said
date, file wth the Registrar either a prospectus or a
statement in lieu of prospectus, as specified in sub-section

(2).

(2) (a) Every prospectus filed under sub-section (1) shall state
the matters specified in Part | of Schedule Il and set out the reports
specified in Part Il of that Schedule, and the said Parts | and |
shall have effect subject to the provisions contained in Part Il of

t hat Schedul e.

(b) Every statenment in lieu of prospectus filed under sub-
section (1) shall be in the formand contain the particulars set out
in Part | of Schedule IV, and in the cases nentioned in Part Il of the

Schedul e, shall set out the reports specified therein, and the said
Parts | and I

1 Ins. by Act 31 of 1988, s.7 (w.e.f. 15-6-1988).

2 Subs. by Act 31 of 1965, s. 62 and Sch., for "fourteen" (w e.f.
15- 10- 1965) .
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shall have effect subject to the provisions contained in Part Il of
t hat Schedul e.

(c) Were the persons making any such report as is referred to
in clause (a) or (b) have nade therein, or have, without giving the
reasons i ndi cated therein, any such adjustnents as are nentioned in
clause 32 of Schedule Il or clause 5 of Schedule |V, as the case nay
be, the prospectus or statenent in lieu of prospectus filed as
af oresai d, shall have endorsed thereon or attached thereto, a witten

85
statement signed by those persons, setting out the adjustnments and
giving the reasons therefor

(3) If default is nmade in conplying with sub-section (1) or (2),
t he conpany, and every officer of the conpany who is in default, shal
be punishable with fine which nay extend to five hundred rupees for

every day during which the default continues.

(4) Where any prospectus or statenent in lieu of prospectus



filed under this section includes any untrue statenent, any person who
authorised the filing of such prospectus or statenment shall be
puni shabl e with inmprisonment for a termwhich my extend to two years,
or with fine which may extend to five thousand rupees, or with both,
unl ess he proves either that the statenent was immaterial or that he
had reasonabl e ground to believe, and did up to the tinme of the filing
of the prospectus or statement believe, that the statenment was true.

(5) For the purposes of this section-

(a) a statement included in a prospectus or a statement in
lieu of prospectus shall be deened to be untrue if it is
msleading in the formand context in which it is included;
and

(b) where the onission froma prospectus or a statenent in
lieu of prospectus of any natter is calculated to mislead,
the prospects or statenent in |lieu of prospectus shall be
deened, in respect of such onmission, to be a prospectus or a
statement in lieu of prospectus in which an untrue statenent
i s included.

(6) For the purposes of sub-section (4) and clause (a) of sub-
section (5), the expression "included" when used with reference to a
prospectus or statenent in lieu of prospectus, neans included in the
prospectus or statenent in lieu of prospectus itself or contained in
any report or nenorandum appearing on the face thereof, or by
reference incorporated therein.

Reducti on of Number of Menbers bel ow Legal M ni mum

45,

Menmbers severally liable for debts where business carried on
wi t hf ewer
than seven, or in the case of a private conpany, two nenbers.

45. Menbers severally liable for debts where business carried on
Wi th fewer than seven, or in the case of a private conpany, two
menbers.If at any tine the nunber of nenbers of a conpany is
reduced,in the case of a public conpany, below seven, or in the case
of a private conpany, below two, and the conpany carries on business
for nmore than six nmonths while the nunber is so reduced, every person
who is a nenber of the conpany during the tinme that it so carries on
busi ness after those six nonths and is cognisant of the fact that it
is carrying on business with fewer than seven nenbers or two
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nmenbers, as the case may be, shall be severally liable for the paynent
of the whol e debts of the conpany contracted during that tine, and nay
be severally sued therefor



Contracts and deeds, investnments, seal, etc.

46.

Form of contracts.

46. Form of contracts. (1) Contracts on behal f of a conmpany may be
made as fol l ows: -

(a) a contract which, if made between private persons, would
by law be required to be in witing signed by the parties to
be charged therewith, may be made on behal f of the conpany in
witing signed by any person acting under its authority,
express or inplied, and may in the sane nanner be varied or
di schar ged,;

(b) a contract which, if nade between private persons, would
by law be valid although nade by parol only and not reduced
into witing, nmay be made by parol on behalf of the conmpany
by any person acting under its authority, express or inplied,
and may in the sane nanner be varied or discharged.

(2) A contract made according to this section shall bind the conpany.

47.

Bills of exchange and promi ssory notes.

47.Bills of exchange and prom ssory notes. A bill of exchange,
hundi or promi ssory note shall be deenmed to have been made, accepted,
drawn or endorsed on behalf of a conpany if drawn, accepted, nade, or
endorsed in the nanme of, or on behalf or on account of, the conpany by
any person acting under its authority, express or inplied.

48.
Executi on of deeds.

48. Execution of deeds.(1) A conpany any, by witing under its
conmon seal, enpower any person, either generally or in respect of any
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 conpany
and wunder his seal where sealing is required, shall bind the conpany
and have the sane effect as if it were under its conmon seal

49.

I nvestments of conpany to be held in its own nane.



49. I nvestments of company to be held in its own nanme. (1) Save
as otherw se provided in sub-sections (2) to (5) 1[or any other |aw
for the tinme being in force] and subject to the provisions of sub-
sections (6) to (8),-

(a)all investnents nmade by a conpany on its own behal f shal
be made and held by it in its own nane; and

(b)where any such investnents are not so held at the
comrencenent of this Act the conpany shall, within a period
of one year from such conmencenent, either cause themto be
transferred to, and hold themin, its own nanme, or dispose of
t hem

(2) Were the conpany has a right to appoint any person or
persons, or where any nom nee or nom nees of the conpany has or have
been appointed, as a director or directors of any other body
corporate, shares in such other body corporate to an amunt not
exceeding the nonminal value of the qualification shares which are
required to be held by a director thereof, nay be registered or held
by such conpany jointly in the names of itself and of each such
person or nomi nee or in the name of each such person or nom nee 1** *,

(3) A conmpany nmay hold any shares in its subsidiary in the nane
or nanes of any noninee or noninees of the conpany, if and in so far
as it is necessary so to do, to ensure that the nunber of nenbers of
the subsidiary is not reduced, where it is a public conpany, below
seven, and where it is a private conpany, bel ow two.

(4) Sub-section (1) shall not apply to investnments nade by a
conpany whose princi pal business consists of the buying and selling of
shares or securities.

(5) Nothing in this section shall be deened to prevent a conpany-

(a)from depositing,, with a bank, being the bankers of the
conpany, any shares or securities for the collection of any
di vidend or interest payable thereon ; or

2[ (aa) from depositing with, or transferring to, or holding
in the name of, the State Bank of India or a Schedul ed Bank
being the bankers of the conpany, shares or securities, in
order to facilitate the transfer thereof;



Provided that if thin a period of six nonths fromthe date
on which the shares or securities are transferred by the
conmpany to, or are first held by the conmpany in the nanme of,
the State Bank of India or a Schedul ed Bank as aforesaid, no
transfer of such shares or securities takes place, the
conpany shall, as soon as practicable after the expiry

1 The words "expressly described as a noninee of the conmpany"
omtted by Act 65 of 1960, s. 15.

2 Ins. by s. 15, ibid.

88

of that period, have the shares or securities retransferred
toit fromthe State Bank of India or the Schedul ed Bank or
as the case nmay be, again hold the shares or securities in
its own nane; or]

(b)from depositing with, or transferring to, any person any
shares or securities, by way of security for the repaynent of
any |oan advanced to the conpany or the performance of any
obligation undertaken by it.

1[(c) fromholding investnents in the nane of a depository
when such investnent are in the formof Securities held by
the conpany as a beneficial owner.]

(6) The certificate or letter of allotnent relating to the
shares or securities in which investnents have been made by a company
shal |, except in the cases referred to in sub-sections (4) and (5), be
in the custody of such conpany or 2[with the State Bank of India or a
Schedul ed Bank], being the bankers of the conpany.

(7)Where, in pursuance of sub-section (2), (3), (4) or (5), any
shares or securities in which investnents have been nmade by a conpany
are not held by it in its own name, the conpany shall forthwith enter
in aregister maintained by it for the purpose-

(a) the nature, value, and such other particulars as may be
necessary fully to identify the shares or securities in
guestion; and

(b) the bank or person in whose nanme or custody the shares or
securities are held.

(8) The register kept under sub-section (7) shall be open to the
i nspection of any nenber or debenture holder of the conpany without
charge, during business hours, subject to such reasonable restrictions
as the conpany may, by its articles or in general neeting, inpose, so



that not less than two hours in each day are allowed for inspection

(9)I1f default is nmade in conplying with any of the requirenents
of subsections (1) to (8), the conpany and every officer of the
conpany who is in default, shall be punishable with fine which nay
extend to five thousand rupees.

(10)If any inspection required under sub-section (8) is refused,
t he 3[ Conpany Law Board] may, by order, direct an immediate inspec-
tion, of the register.

Not hing in this sub-section shall be construed as prejudicing in
any way the operation of sub-section (9).

(11) in this section, "Securities" includes stock and debentures.

1. Ins. by Act 22 of 1996 s.31 and Sch. (w. e.f. 20-9-1995).
2 Subs. by Act 65 of 1960 s. 15, for "with a Schedul ed Bank".

3 Subs. by Act 31 of 1988, s. 67 (we.f. 31-5-1991).

50.

Power for conpany to have official seal for use outside India.

50. Power for conpany to have official seal for use outside
I ndia. (1) A conpany whose objects require or conprise the transaction
of 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 facsinile of the common seal of the
conpany, wth the addition on its face of the nane of the territory,
district or place where it is to be used.

(2) A conmpany having an official seal for use in any such terri-
tory, district or place may by witing under its comobn seal, autho-
ri se any person appointed for the purpose in that territory, district
or place to affix the official seal to any deed or other docunent to
which the conpany is a party in that territory, district or place.

(3) The authority of any agent authorised under sub-section (2)
shall, as between the conpany and any person dealing with the agent,
continue during the period, if any, nmentioned in the instrunent
conferring the authority, or if no period is there nmentioned, unti
noti ce of the revocation or determ nation of the agents authority has
been given to the person dealing with him

(4) The person affixing any such official seal shall, by witing
under his hand, certify on the deed or other document to which the
seal is affixed, the date on which and the place at which, it is
af fi xed.

(5) A deed or other docunent to which an official seal is duly
affixed shall bind the conpany as if it had been sealed with the



conmmon seal of the conpany.

Servi ce of Documents

51.

Servi ce of docunents on conpany.

51. Service of docunents on conpany. A docunent nmay be served on
a conmpany or an officer thereof by sending it to the conpany or
officer at the registered office of the conpany by post under
certificate of posting or by registered post, or by leaving it at its
regi stered office:

1[ Provi ded that where the securities are held in a depository, the
records of the beneficial ownership nay be served by such depository
on the conmpany by neans of el ectronic node or by delivery of floppies
or discs.]

52.

Service of docunents on Registrar

52. Service of docunments on Registrar. A docunent nay be served on
a Registrar by sending it to himat,, his office by post, under a
certificate of posting or by registered post,' or by delivering it to
or leaving it for, himat his office.

53.

Service of docunents on nmenbers by conpany.

53. Servi ce of docunments on nenbers by conpany. (1) A docunent nay
be served by a conpany on any nmenber thereof either personally, or by
sending it by post to himto his registered address, or if he has no
regi stered address in India, to the address,if any, within India supp-
lied by himto the conpany for the giving of notices to him

(2) Were a docunent is sent by post, -

(a)service thereof shall be deened to be effected by properly
addr essi ng, prepaying and posting a letter containing the

1. Ins. by Act 22 of 1996, s.31 and Sch. (w.e.f. 20-9-1995).

docunent, provided that where a nenber has intimated to the



conpany i n advance that docunents should be sent to hi munder
a certificate of posting or by registered post wth or
wi t hout acknow edgenment due and has deposited with the
conmpany a sumsufficient to defray the expenses of doing so,
service of the docunment shall not be deemed to be effected
unless it is sent in the manner intinated by the nenber; and

(b)1* * * such service shall be deenmed to have been effected-
(i)in the case of a notice of a neeting, at the expiration of
forty-eight hours after the letter containing the sane is
post ed, and

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

(3) A docunent advertised in a newspaper <circulating in the
nei ghbour hood of the registered office of the conpany shall be deened
to be duly served on the day on which the advertisenent appears, on
every nenber of the conpany who has no registered address in India and
has not supplied to the conpany an address within India for the giving
of notices to him

(4) A docunent nay be served by the conpany on the jointhol ders
of a share by serving it on the joint-holder naned first in the
register in respect of the share.

(5 A docunent may be served by the conmpany on the persons
entitled to a share in consequence of the death or insolvency of a
menber by sending it through the post in a prepaid |letter addressed to
them by nane, or by the title of representatives of the deceased, or
assignees of the insolvent, or by any |like description, at the
address, if any, in India supplied for the purpose by the persons
claimng to be so entitled, or until such an address has been so
suppl i ed, by serving the docunent in any nanner in which it nmight have
been served if the death or insolvency had not occurred.

Aut henti cati on of Docunents and Proceedi ngs

54,

Aut henti cati on of docunents and proceedi ngs.

54, Aut henti cati on of docunents and proceedi ngs. Save as ot herwi se
expressly provided in this Act, a document or proceeding requiring
aut hentication by a conpany nay be signed by a director, the nanaging
agent the secretaries and treasurers, the nanager, the secretary or
other authorised officer of the conpany, and need not be wunder its
comon seal

1 The words " unless the contrary is proved," onmtted by Act 65 of
1960, s. 16.
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PART 111



PROSPECTUS AND ALLOTMENT, AND OTHER MATTERS RELATI NG TO | SSUE OF

SHARES OR DEBENTURES

Pr ospect us

55.

Dati ng of prospectus.

55. Dating of prospectus. A prospectus issued by or on behalf of a
conpany or in relation to an intended conpany shall be dated, and that
date shall,unless the contrary is proved, be taken as the date of
publication of the prospectus.

56.

Matters to be stated and reports to be set out in prospectus.

56. Matters to be stated and reports to be set out in prospectus.
(1) Every prospectus issued-

(a) by or on behalf of a conpany, or

(b)by or on behalf of any person who is or has been engaged
or interested in the formati on of a conpany,

shal|l state the matters specified in Part | of Schedule Il and set out
the reports specified in Part Il of that Schedule ; and the said Parts
I and Il shall have effect subject to the provisions contained in Part
1l of that Schedul e.

(2) Acondition requiring or binding an applicant for shares in
or debentures of a conpany to waive conpliance wth any of the
requi renents of this section, or purporting to affect himw th notice
of any contract, docunent or matter not specifically referred to in
t he prospectus, shall be void.

(3) No one shall issue any formof application for shares in or
debentures of a company, unless the formis acconpanid 1[ by menorandum
cont ai ni ng such salient features or a prospectus as may be
prescribed] which conplies with he requirenents of this section:

1[ Provi ded that a copy of the prospectus shall, on a request
bei ng made by any person before the closing of the subscription |ist,
be furnished to him

Provi ded further that this sub-section shall not apply if it is
shown that the form of application was issued either-



(a)in connection with a bona fide invitation to a person to
enter into an underwiting agreenment with respect to the
shares or debentures ; 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, he shall be punishable with fine which may extend to five
t housand rupees.

(4) A director or other person responsible for the prospectus
shal|l not incur any liability by reason of any non-conpliance with, or

1 Subs. by Act 31 of 1988, s. 8 (w. e.f.31-5-1991).

contravention of, any of the requirements of this section
if-

(a)as regards any matter not disclosed, he proves that he had
no know edge thereof ; or

(b)he proves that the non-conpliance or contravention arose
froman honest mi stake of fact on his part ; or

(c) t he non-conpliance or contravention was in respect of
matters which, in the opinion of the Court dealing with the
case 1[were immterial], or was otherwi se such as ought, in
the opinion of that Court, having regard to all t he
circunmst ances of the case, reasonably to be excused:

Provided that no director or other person shall incur any
liability in respect of the failure to include in a pros-
pectus a statenent with respect to the matters specified in
clause 18 of Schedule Il, unless it is proved that he had
know edge of the matters not discl osed.

(5) This section shall not apply-

(a)to the issue to existing nenbers or debenture holders of a
conpany of a prospectus or formof application relating to
shares in or debentures of the conpany, whether an applicant
for shares or debentures will or will not have the right to
renounce in favour of other persons; or

(b)to the issue of a prospectus or form of application
relating to shares or debentures which are, or are to be, in
all respects wuniformwth shares or debentures previously
issued and for the time being dealt in or quoted on a
recogni sed stock exchange

but, subject as aforesaid, this section shall apply to a prospectus or



a form of application, whether issued on or with reference to the
formati on of a conpany or subsequently.

(6) Nothing in this section shall linmt or dinminish any liability
which any person may incur under the general |aw or under this Act
apart fromthis section.

57.

Expert to be unconnected with formati on or nmanagenent of conpany.

57. Expert to be wunconnected with formation or managenment of
conpany. A prospectus inviting persons to subscribe for shares in or
debentures of a conpany shall not include a statenment purporting to be
made by an expert, unless the expert is a person who is not, and has
not been, engaged or interested in the formation or pronotion, or in
t he managenent, of the conpany.

1 Subs. by Act 52 of 1964 s. 3 and Sch. I, for "was immterial".
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58.

Expert's consent to issue of prospectus containing statenment by him

58. Expert's consent to issue of prospectus containing statenent
by him A prospectus inviting persons to subscribe for shares in or
debentures of a conpany and including a statement purporting to be
made by an expert shall not be issued, unless-

(a)he has given his witten consent to the issue thereof with
the statenent included in the formand context in which it is
i ncluded, and has not w thdrawn such consent before the
delivery of a copy of the prospectus for registration; and

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

58A.

Deposits not to be invited without issuing an advertisenent.

1] 58A. Deposi ts not to be invited wi t hout i ssui ng an
advertisenent. (1) The Central CGovernnent may, in consultation wth
the Reserve Bank of India, prescribe the linits up to which, the
manner in which and the conditions subject to which deposits may be



invited or accepted by a conpany either from the public or from its
menbers.

(2) No conpany shall invite, or allow any other person to invite
or cause to be invited on its behalf, any deposit unl ess-

(a)such deposit is invited or is caused to be invited in
accordance with the rul es nade under sub-section (1), and

(b)an advertisenent, including therein a statenent show ng
the financial position of the conpany, has been issued by the
conmpany in such formand in such manner as nay be prescribed.

(3) (a) Every deposit accepted by a conpany at any tine before
t he conmencenent of the Conpani es (Amendnent) Act, 1974, (41 of 1974).
in accordance with the directions made by the Reserve Bank of India
under Chapter |11B of the Reserve Bank of India Act, 1934, (2 of 1934)
shall, unless renewed in accordance with clause (b), be repaid in
accordance with the 2[terns and conditions of such deposit.]

(b) No deposit referred to in clause (a) shall be renewed by the
conpany after the expiry of the termthereof unless the deposit is
such that it could have been accepted if the rules made under sub-
section (1) were in force at the tinme when the deposit was initially
accepted by the company.

1 1Ins. by Act 41 of 1974, s. 7 (w.e.f. 1-2-1975).
2 Subs. by Act 31 of 1988, s. 9 (w.e.f. 1.9.1989).
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(c) Were, before the comencenent of the Conpanies (Arendnent)
Act, 1974 (41 of 1974), any deposit was received by a conpany in con-

travention any direction made under Chapter 111B of the Reserve Bank
of India Act, 1934(2 of 1934), repaynent of such deposit shall be made
in full on or before the 1st day of April, 1975 and such r epaynent

shal|l be without prejudice to any action that may be taken under the
Reserve bank of India Act, 1934 for the acceptance of such deposit in
contravention of such direction.

1[ (3A) Every deposit accepted by a conpany after the comrencenent
of the Conpanies (Anendment) Act, 1988, shall, unless renewed in
accordance wth the rules made under subsection (1), be repaid in
accordance with the terns and conditions of such deposit.]

(4)Where any deposit is accepted by a conpany after the com
mencenent of the Conpanies (Arendnent) Act, 1974(41 of 1974), in cont-
ravention of the rules made under sub-section (1), repaynment of such
deposit shall be made by the conmpany within thirty days fromthe date
of acceptance of such deposit or within such further time, not excee-
ding thirty days, as the Central Governnent nay, on sufficient cause



bei ng shown by the conpany, all ow.

(5)Where a conpany onmits or fails to make repaynent of a deposit
in accordance with the provisions of clause (c) of sub-section (3), or
in the case of a deposit referred to in sub-section (4), wthin the
tinme specified in that sub-section,-

(a) the conpany shall be punishable with fine which shal
not be less than twice the anmount in relation to which the
repaynent of the deposit has not been nade, and out of the
fine, if realised, an anount equal to the ampunt in relation
to which the repaynent of deposit has not been made, shall be
paid by the Court, trying the offence, to the person to whom
repaynent of the deposit was to be made, and on such paynent,
the liability of the conpany to nake repaynent of the deposit

shall, to the extent of the anmount paid by the Court, st and
di schar ged,;
(b)every officer of the conpany who is in default shall be

puni shable with inprisonnent for a termwhich may extend to
five years and shall also be liable to fine.

(6) Were a conpany accepts or invites, or allows or causes any
other person to accept or invite on its behalf, any deposit in excess
of the limts prescribed under sub-section (1) or in contravention of

1 Ins. by Act 31 of 1988, s. 9 (we.f. 1.9.1989).
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the manner or condition prescribed under that sub-section or in con-
travention of the provisions of subsection (2), as the case may be, -

(a) the conpany shall be punishable, -

(i)where such contravention relates to the acceptance of any
deposit, wth fine which shall not be |less than an anount
equal to the anpbunt of the deposit so accepted,

(ii)where such contravention relates to the invitation of
any deposit,with fine which may extend to one | akh rupees but
shal |l not be less than five thousand rupees;

(b)every officer of the conpany who is in default shall be
puni shable with inmprisonment for a termwhich may extend to
five years and shall also be liable to fine.

(7) (a) Nothing contained in this section shall apply to,--

(i) a banki ng conpany, or



(ii) such other conpany as the Central CGovernnent may, after
consultation with the Reserve Bank of India, specify in this
behal f.

(b) Except the provisions relating to advertisenment contained in
clause (b) of sub-section (2), nothing in this section shall apply
to such closess of financial conpanies as the Central CGovernnent
may after consulationwith the Reserve Bank of India, specify in this
behal f.

1[(8) The Central Government may, if it considers it necessary
for avoiding any hardship or for any other just and sufficient reason
by order issued either prospectively or retrospectively from a date
not earlier than the commencenent of the Conpanies (Anendrment) Act,
1974 (41 of 1974), grant extension of tine to a conpany or class of
conpanies to conply with, or exenpt any conpany or class of conpanies
from all or any of the provisions of this section either generally or
for any specified period subject to such conditions as nmay be
specified in the order:

Provi ded that no order under this sub-section shall be issued in
relation to a class of conpanies except after consultation wth the
Reserve Bank of India.]

2[ (9)Where a conpany has failed to repay any deposit or part thereof
in accordance wth the ternms and conditions of such deposit, the
Conmpany Law Board may, if it is satisfied, either on its own notion or
on the application of the depositor, that it is necessary so to do to
safeguard the interests of the conpany, the depositors or in the
public interest, direct, by order, the conmpany to make repaynent of
such deposit or part thereof forthwith or within such tinme and subject
to such conditions as nmay be specified in the order

Provi ded that the Conpany Law Board may, before nmking any order
under this sub-section, give a reasonable opportunity of being heard to
t he conpany and the other persons interested in the matter

(10) Whoever fails to conply with any order nade by the Conpany
Law Board under sub-section (9) shall be punishable with inprisonnment
whi ch may extend to three years and shall also be liable to a fine of
not less than rupees fifty for every day during which such
nonconpl i ance conti nues.]

2 Ins. by Act 31 of 1988, s. 9 (we.f. 1.9.1989).
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Expl anati on. - For the purposes of this section "deposit" neans any
deposit of money with, and includes any anount borrowed by, a comnpany
but shall not include such categories of anmount as nay be prescribed
in consultation with the Reserve Bank of India.



58B.

Provisions relating to prospectus to apply to adverti senent.

58B. Provisions relating to prospectus to apply to advertisenent.
The provisions of this Act relating to a prospectus shall, so far as
may be, apply to an advertisenment referred to in section 58A. ]

59.

Penalty and interpretation.

59.Penalty and interpretation.(1) If any prospectus is issued in'
contravention of section 57 or 58, the conpany, and every person, who
is knowingly a party to the issue thereof, shall be punishable wth
fine which may extend to five thousand rupees.

(2)In sections 57 and 58, the expression "expert" includes an
engi neer, a valuer, an accountant and any other person whose profes-
sion gives authority to a statement made by him

60.

Regi strati on of prospectus.

60. Regi stration of prospectus. (1) No prospectus shall be issued
by or on behalf of a conpany orin relation to an intended conpany
unless, on or before the date ofits publication, there has been
delivered to the Registrar for registration a copy thereof signed by
every person who is naned therein as a director or proposed director
of the conpany or by his agent authorised in witing, and having
endorsed thereon or attached thereto-

(a)any consent to the issue of the prospectus required by
section 58 fromany person as an expert; and

(b)in the case of a prospectus issued generally, also-

(i)a copy of every contract required by clause 16 of
Schedule Il to be specified in the prospectus, or, in the
case of a contract not reduced into witing, a nenrorandum
giving full particulars thereof; and

(ii)where the persons making any report required by Part 11
of that Schedul e have nade therein, or, have, w thout giving
the reasons, indicated therein, any such adjustnents as are
nentioned in clause 32 of that Schedule, a witten statement
signed by those persons setting out the adjustnents and
giving the reasons therefor
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(2) Every prospectus to which sub-section (1) applies 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 docunments requird by this section to be
endorsed on or attached to the copy so delivered, or refer to
statements included in the prospectus which specify those
docunent s,

1[(3) The Registrar shall not register a prospectus unless the
requi renents of sections 55, 56, 57 and 58 and sub-sections (1) and
(2) of this section have been conplied with and the prospectus is
acconpanied by the consent in witing of the person, if any, naned
therein as the auditor, |egal adviser, attorney, solicitor, banker or
br oker of the company or intended conpany, to act in that capacity.]

(4) No prospectus shall be issued nore than ninety days after
the date on which a copy thereof is delivered for registration; and if
a prospectus is so issued, it shall be deened to be a prospectus a
copy of which has not been delivered under this section to the
Regi strar.

(5) If a prospectus is issued without a copy thereof being
delivered wunder this section to the Registrar or without the copy so
delivered having endorsed thereon or attached thereto the required
consent or docunents, the conpany, and every person who is knowingly a
party to the issue of the prospectus, shall be punishable wth fine
which may extend to five thousand rupees.

61.
Terns of contract nmentioned in prospectus or statenent in lieu

of prospectus, not to be varied.

61. Terms of contract nentioned in prospectus or statement in lieu
of prospects, not to be varied. A conpany shall not, at any tine, vary
the terns of a contract referred to in the prospectus or statenent in
lieu of prospectus, except subject to the approval of, or except on
authority given by, the conpany in general neeting.

1 Subs. by Act 65 of 1960, s. 17, for sub-section (3).
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62.

Cvil liability for msstatenments in prospectus.



62.Civil liability for msstatements in prospectus. (1) Subject to
the provisions of this section, where a prospectus invites persons to
subscribe for shares in or debentures of a conpany, the follow ng
persons shall be liable to pay conpensation to every person who
subscri bes for any shares or debentures on the faith of the prospectus
for any loss or danage he may have sustai ned by reason of any untrue
statement included therein, that is to say, -

(a)every person who is a director of the conpany at the tine
of the issue of the prospectus;
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(b)every person who has authorised hinself to be naned and
is naned in the prospectus either as a director, or as having
agreed to beconme a director, either inmediately or after an
interval of time ;

(c)every person who is a pronoter of the conmpany ; and

(d)every person who has authorised the issue of t he
pr ospect us:

Provi ded t hat where, under section 58, the consent of a
person is required to the issue of a prospectus and he has
given that consent, or where, under 1* * * sub-section
(3)of section 60, the consent of a person named in a pros-
pectus is required and he has given that consent, he shal
not, by reason of having given such consent, be liable under
this sub-section as a person who has authorised the i ssue of
the prospectus except in respect of an untrue statement, if
any, purporting to be nade by himas an expert.

(2) No person shall be liable under sub-section (1), if he
proves-

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

(b)that the prospectus was issued without his know edge or
consent, and that on becoming aware of its issue, he
forthwith gave reasonable public notice that it was issued
wi t hout his know edge or consent;

(c) that, after the issue of the prospectus and before
all otment thereunder, he, on becom ng aware of any untrue
statenent therein, withdrew his consent to the prospectus and
gave reasonable public notice of the withdrawal and of the
reason therefor ; or

(d) that-



(i)as regards, every untrue statenment not purporting to be
made on the authority of an expert or of a public officia
docunent or statement, he had reasonable ground to believe,
and did up to the tine of the

1 The words, brackets and letter "clause (b) of " omitted by Act
65 of 1960, S. 18.

(ii)as

(3)

section
qui red

of

a

allotment of the shares or debentures, as the case nmay be,
believe, that the statement was true ; and

regards every unt rue st at enent

pur porting to be a st at ermrent by an
expert or contained in what purports to be a copy of or an
extract from a report or valuation of an expert, it was a
correct and fair representation of the statenent, or a
correct copy of, or a correct and fair extract from the
report or valuation ; and he had reasonable ground to
believe, and did up to thetinme of the issue of the
prospectus believe, that the person naking the statenent was
conpetent to mmke it and that that person had given the
consent required by section 58 to the issue of the prospectus
and had not wi thdrawn that consent before delivery of a copy
of the prospectus for registration or, to the defendant's
know edge, before allotnent thereunder: and

(iii)as regards every untrue statenent purporting to be a
statement nade by an official person or contained in what
purports to be a copy of or extract froma public officia
docunent, it was a correct and fair representation of the
statenent, or a correct copy of, or a correct and fair
extract from the docunent:

Provi ded that this sub-section shall not apply in the case
of a person liable, by reason of his having given a consent
required of himby section 58, as a person who has authorised
the issue of the prospectus in respect of an untrue statenent
purporting to be made by himas an expert.

A person who, apart fromthis sub-section, would, under sub-
(1), be liable by reason of his having given a consent re-
of him by section 58 as a person who has authorised the issue

prospectus in respect of an untrue statement purporting to be
made by himas an expert shall not be so liable, if he proves-

(a) that, having given his consent under section 58 to the
issue of the prospectus, he withdrewit in witing before
delivery of a copy of the prospectus for registration ;

(b)that, after delivery of a copy of the prospectus for
registration and before allotnment thereunder, he, on becomn ng
aware of the untrue statenent, w thdrew his consent
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in witing and gave reasonable public notice of the wth-
drawal and of the reason therefor; or

(c)that he was conpetent to nmake the statement and that he
had reasonable ground to believe, and did up to the tinme of
the allotnent of the shares or debentures, believe, that the
statenment was true

(4) Where--

(a) the prospectus specifies the nanme of a person as a
director of the conpany, or as having agreed to becone a
director thereof, and he has not consented to becone a
director, or has withdrawn his consent before the issue of
the prospectus, and has not authorised or consented to the
i ssue thereof; or

(b)the consent of a person is required under section 58 to
the issue of the prospectus and he either has not given that
consent or has withdrawmn it before the issue of t he
pr ospect us;

the directors of the conpany excluding those w thout whose know edge
or consent the prospectus was issued, and every other person who
aut hori sed the issue thereof, shall be liable to indemify the person
referred to in clause (a) or clause (b), as the case nay be, against
all damages, costs and expenses to which he may be nade liable by
reason of his name having been inserted in the prospectus or of the
inclusion therein of a statenment purporting to be made by him as an
expert, as the case may be, or in defending hinself against any suit
or legal proceeding brought against himin 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 given the consent required by section 58 to
the inclusion therein of a statenment purporting to be made by him as
an expert.

(5) Every person who, becones liable to nake any paynment by virtue
of this section, may recover contribution, as in cases of contract,
fromany other person who, if sued separately, would have been |I|iable
to make the same paynent, unless the fornmer person was, and the
latter person was not, guilty of fraudul ent nisrepresentation

(6) For the purposes of this section--

(a) the expression pronoter" neans a pronoter who was a
party to the preparation of the prospectus or of the
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portion thereof containing the untrue statenment but does not



i ncl ude any person by reason of his acting in a professiona
capacity for persons engaged in procuring the formation of
t he conpany; and

(b) the expression "expert" has the sanme neaning as in
section 58.

63.

Criminal liability for ms-statements in prospectus.

63.Criminal liability for mis-statenents in prospectus. (1) Were
a prospectus issued after the conmencenent of this Act includes any
untrue statenent, every person who authorised the issue of the
prospectus shall be punishable with inprisonnent for a termwhich my
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
imaterial or that he had reasonable ground to believe, and did, up to
the tinme of the issue of the prospectus believe, that the statenent
was true.

(2) A person shall not be deemed for the purposes of this
section to have authorised the issue of a prospectus by reason only of
hi s havi ng gi ven-

(a) the consent required by section 58 to the inclusion
therein of a statement purporting to be made by him as an
expert, or

(b) the consent required by 1* * * sub-section (3) of
section 60.

64.

Docunent containing offer of shares or debentures for also to
bedeened
pr ospect us.

64. Docunent containing of fer of shares or debentures for also to
be deened prospectus. (1) Wiere a conpany allots or agrees to allot
any shares in or debentures of the conpany with a viewto all or any
of those shares or debentures being offered for sale to the public,
any docunent by which the offer for sale to the public is made shall
for all purposes, be deened to be a prospectus issued by the conpany;
and all enactnments and rules of law as to the contents of prospectuses
and as to liability in respect of statenents in and omissions from
prospectuses, or otherwi se relating to prospectuses, shall apply wth
the nodifications specified 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 debentures, but without prejudice to the liability, if any, of the
persons by whom the offer is made in respect of nisstatenents
contai ned in the docunment or otherw se in respect thereof.



1 The words, brackets and letter " clause (b) of " omtted by Act 65
of 1960, S. 19.
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(2) For the purposes of this Act, it shall, unless the contrary
is proved, be evidence that an allotnent of, or an agreenent to allot,
shares or debentures was made with a view to the shares or debentures
being offered for sale to the public if it is shown-

(a)that an offer of the shares or debentures or of any of
themfor sale to the public was nmade within six nonths after
the allotnment or agreenent to allot ; or

(b)that at the date when the offer was nade, the whole
consideration to be received by the conpany in respect of the
shares or debentures had not been received by it.

(3) Section 56 as applied by this section shall have effect as
if it required a prospectus to state in addition to the nmatters
required by that section to be stated in a prospectus-

(a)the net anount of the consideration received or to be
received by the conmpany in respect of the shares or
debentures to which the offer relates; and

(b)the place and tinme at which the contract under which the
sai d shares or debentures have been or are to be allotted may
be i nspected.

(4) Section 60 as applied by this section shall have effect as
if the persons naking the offer were persons nanmed in a prospectus as
directors of a conpany.

(5) Were a person naking an offer to which this section relates
is a conmpany or a firm it shall be sufficient if the docunment
referred to in sub-section (1) is signed on behalf of the conpany or
firm by two directors of the conpany or by not |ess than one-half of
the partners in the firm as the case may be; and any such director or
partner may sign by his agent authorised in witing.

65.

Interpretation of provisions relating to prospectuses.

65.Interpretation of provisions relating to prospectuses. (1)
For the purposes of the foregoing provisions of this Part-

(a)a statenent included in a prospectus shall be deened to be
untrue, if the statement is msleading in the formbe untrue



and context in which it is included; and

(b)where the omssion froma prospectus of any matter is
calculated to mislead, the prospectus shall be deened, in
respect of such onmission, to be a prospectus in which an
untrue statenent is included.
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(2) For the purposes of sections 61, 62 and 63 and cl ause (a)
of sub-section (1) of this section, the expression " included " when
used with reference to a prospectus, neans included in the prospectus
itself or contained in any report or nenorandum appearing on the face
thereof or by reference incorporated therein or issued therewth.

66.

Newspaper advertisenments of prospectus.

66. Newspaper advertisenments of prospectus. Wiere any prospectus
is published as a newspaper advertisement, it shall not be necessary
in the advertisement to specify the contents of the nenorandum or the
signatories thereto, or the nunber of shares subscribed for by them

67.

Construction of references to offering shares or debentures to
t hepubl i c,
et c]

67. Construction of references to offering shares or debentures to
the public, etc](1l) Any reference in this Act or in the articles of a
conpany to offering shares or debentures to the public shall, subject
to any provision to the contrary contained in this Act and subject
also to the provisions of sub-sections (3) and (4), be construed as
including a reference to offering themto any section of the public,
whet her selected as nmenbers or debenture holders of the conpany
concerned or as clients of the person issuing the prospectus or in any
ot her manner.

(2) Any reference in this Act or in the articles of a conmpany to
invitations to the public to subscribe for shares or debentures shall
subject as aforesaid, be construed as including a reference to
invitations to subscribe for themextended to any section of the
public, whether selected as nenbers or debenture holders of the
conpany concerned or as clients of the person issuing the prospectus
or in any other manner.

(3) No offer or invitation shall be treated as nade to the
public by virtue of sub-section (1) or sub-section (2), as the case
may be, if the offer or invitation can properly be regarded, in al
t he circunstances-



(a)as not being calculated to result, directly or indirectly,
in the shares or debentures becoming available for sub-
scription or purchase by persons other than those receiving
the offer or invitation ; or

(b) otherwi se as being a domestic concern of the persons
maki ng and receiving the offer or invitation

(4) Wthout prejudice to the generality of sub-section (3), a
provision in a conpany's articles prohibiting invitations to the
public to subscribe for shares or debentures shall not be taken as
prohibiting the making to nmenbers or debenture holders of an
invitation
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whi ch can properly be regarded in the nmanner set forth in that sub-
secti on.

(5) The provisions of this Act relating to private conpani es shal
be <construed in accordance with the provisions contained in sub-
sections (1) to (4).

68.

Penalty for fraudulently inducing persons to invest npbney.

68. Penalty for fraudulently inducing persons to invest noney. Any
person who, either by knowi ngly or recklessly naking any statenent,
promni se or forecast which is false, deceptive or msleading, or by any
di shonest conceal nent of naterial facts, induces or attenpts to induce
anot her person to enter into, or to offer to enter into-

(a)any agreenent for, or with a viewto, acquiring, disposing
of , subscribing for, or underwiting shares or debentures; or

(b) any agreenent the purpose or pretended purpose of which
is to secure a profit to any of the parties fromthe yield of
shares or debentures, or by reference to fluctuations in the
val ue of shares or debentures

shal |l be punishable with inprisonnent for a termwhich may extend to
five years, or with fine which nay extend to ten thousand rupees, or
wi th bot h.

68A.

Personation for acquisition, etc., of shares.



1[ 68A. Personation for acquisition, etc., of shares. (1) Any
per son who-

(a) nakes in a fictitious nanme an application to a conpany
for acquiring, or subscribing for, any shares therein, or

(b)otherwi se induces a conpany to allot, or register any
transfer of, shares therein to him or any other person in a
fictitious nane,

shall be punishable with inprisonment for a termwhich my extend to
five years.

(2) The provisions of sub-section (1) shall be proninently
reproduced in every prospectus issued by the conpany and in every form
of application for shares which is issued by the conpany to any
person. ]

Al | ot nent

69.

Prohi bition of allotnment unless nmnimum subscription received.

69. Prohi bition of al | ot ment unl ess m ni mum  subscription
received. (1) No allotnent shall be nade of any share capital of a
conpany offered to the public for subscription, unless the anount

1 Ins. by Act 31 of 1965, s. 8 (w.e.f. 15-10-1965).
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stated in the prospectus as the nini mum anount which, in the opinion
of the Board of directors, nust be raised by the issue of share
capital in order to provide for the matters specified in clause 5 of
Schedule |1 has been subscribed, and the sum payable on application
for the anobunt so stated has been paid to and received by the
conpany, whether in cash or by a cheque or other instrunent which has
been pai d.

(2) The anobunt so stated in the prospectus shall be reckoned
exclusively of any anount payable otherwi se than in nmoney, and is in
this Act referred to as " the m ni num subscription”

(3) The anount payable on application on each share shall not
be less than five per cent. of the nomi nal anpbunt of the share.

1[(4) Al noneys received fromapplicants for shares shall be
deposited and kept deposited in a Schedul ed Bank-

(a) wuntil the certificate to commence business is obtained



under section 149 ; or

(b)Where such certificate has already been obtained, unti
the entire amount payable on applications for shares in res-
pect of the mininum subscription has been received by the
conpany,

and where such anmount has not been received by the conpany within the

time or the expiry of which the noneys received from the applicants

for shares are required to be repaid without interest under sub-section
(5), all noneys received fromapplicants for shares shall be returned

in accordance with the provisions of that sub-section

In the event of any contravention of the provisions of this sub-
section, every pronoter, director or other person who is know ngly
responsi bl e for such contravention shall be punishable with fine which
may extend to five thousand rupees.]

(5) If the conditions aforesaid have not been conplied with on
the expiry of one hundred and twenty days after the first issue of the
prospectus, all noneys received fromapplicants for shares shall be
forthwith repaid to themw thout interest; and if any such noney is
not so repaid within one hundred and thirty days after the issue of
the prospectus, the directors of the conpany shall be jointly and
severally liable to repay that noney with interest at

1 Subs. by Act 31 of 1965, s. 9, for sub-section (4) (we.f. 15-
10- 1965) .
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the rate of six per cent. per annumfromthe expiry of the one hundred
and thirtieth day:

Provided that a director shall not be so liable if he proves
that the default in the repaynent of the noney was not due to any m s-
conduct or negligence on his part.

(6) Any condition purporting to require or bind any applicant
for shares to waive conpliance with any requirenent of this section
shal | be voi d.

(7) This section, except sub-section (3) thereof, shall not
apply inrelation to any allotnment of shares subsequent to the first
all otment of shares offered to the public for subscription

70.

Prohibition of allotnment in certain cases unless statenent in lieu
of prospectus delivered to Registrar

70. Prohibition of allotnment in certain cases unless statenent in
lieu of prospectus delivered to Registrar. (1) A conpany having a
share capital, 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 allot any of its shares or debentures unless
at least three days before the first allotment of either shares or
debentures, there has been delivered to the Registrar for registration
a statenent in lieu of prospectus signed by every person who is naned
therein as a director or proposed director of the conpany or by his

agent authorised in witing, in the form and containing t he
particulars set out in Part | of Schedule Ill and, in the cases
mentioned in Part Il of that Schedule, setting out the reports
specified therein, and the said Parts | and Il shall have effect
subject to the provisions contained in Part 11l of that Schedul e.
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(2) Every statenent in lieu of prospectus delivered under sub-
section (1), shall, where the persons naking any such report as
aforesaid have nmde therein, or have wthout giving the reasons
indicated therein, any such adjustnments as are nmentioned in clause 5
of Schedule IIl, have endorsed thereon or attached thereto a witten
statenment signed by those persons, setting out the adjustnments and
gi ving the reasons thereof.

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

(4) If a conpany acts in contravention of sub-section (1) or (2),
t he conpany, and every director of the conpany who wilfully authorises
or permits the contravention, shall be punishable with fine which may
extend to one thousand rupees.

(5) Were a statenent in lieu of prospectus delivered to the
Regi strar under sub-section (1) includes any untrue statenent, any
person who authorised the delivery of the statenent in lieu of
prospectus for registration shall be punishable with inprisonnment for
a termwhich may extend to two years or with fine which may extend to
five thousand rupees or with both, unless he proves either that the
statenent was inmmaterial or that he had reasonable ground to believe,
and did up to the time of the delivery for registration of the
statement in lieu of prospectus believe, that the statenent was true.

(6) For the purposes of this section-

(a)a statenent included in a statenent in [ieu of prospectus
shall be deenmed to be untrue if it is msleading in the form
and context in which it is included; and

(b)where the omission froma statenent in |ieu of prospectus
of any matter is calculated to nislead, the statement in lieu
of prospectus shall be deened, in respect of such om ssion
to be a statenent in lieu of prospectus in which an untrue
statement is included.

(7) For the purposes 'of sub-section (5) and clause (a) of sub-
section (6), the expression "included", when used with reference to a
statement in lieu of prospectus, nmeans included in the statenent in
lieu of prospectus itself or contained in any report or nenrorandum
appearing on the face thereof, or by reference incorporated therein,
or issued therewith
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71.

Effect of irregular allotnment.

71.Effect of irregular allotnent. (1) An allotnent nade by a
conpany to an applicant in contravention of the provisions of section
69 or 70 shall be voidable at the instance of the applicant-

(a)within two nonths after the holding of the statutory
nmeeting of the conpany, and not l|ater, or

(b) in any case where the conpany is not required to hold a
statutory neeting or where the allotnment is made after the
hol ding of the statutory neeting, within two nonths after the
date of the allotnent, and not |ater

(2) The allotment shall be voidable as aforesaid, notwthstand-
ing that the conpany is in course of being wound up

(3) If any director of a conpany knowi ngly contravenes, or
wilfully authorises or pernmits the contravention of, any of the pro-
visions of section 69 or 70 with respect to allotnment, he shall be
liable to conpensate the conpany and the allottee respectively for any
| oss, damages or costs which the conpany or the allottee nmay have
sustai ned or incurred thereby :

Provi ded that proceedings to recover any such | oss, damages or costs
shall not be commenced after the expiration of two years fromthe date
of the allotnent.

72.

Applications for, and allotnment of, shares and debentures.

72. Applications for, and allotnent of, shares and debentures. (1)
(a) No allotnment shall be nade of any shares in or debentures of a
conpany 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 tine, if any,
as may be specified in the prospectus:

Provi ded that where, after a prospectus is first i ssued
generally, a public notice is given by sonme person responsi ble under
section 62 for the prospectus which has the effect of excluding,
limting or dimnishing his responsibility, no allotnent shall be nmade
until the beginning of the fifth day after that on which such public
notice is first given

(b) Nothing in the foregoing proviso shall be deened to excl ude,



limt or dimnish any liability that night 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 tine as is nmen-
tioned in the first paragraph of clause (a), or the beginning of the
fifth day nentioned in the second paragraph of that clause, as the
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case nmay be, is hereinafter in this Act referred to as "the tine of
t he opening of the subscription lists".

(2)In sub-section (1), 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
adverti senent:

Provi ded that, if it is not so issued as a newspaper
adverti senent 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 wvalidity of an allotnment shall not be affected by any
contravention of the foregoing provisions of this section; but, in the
event of any such contravention, the conpany, and every officer of the
company who is in default, shall be punishable with fine which nmay
extend to five 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 wth the substitution of references to sale for references to
allotnment, and with the substitution for the reference to the conpany
and every officer of the conpany who is in default of a reference to
any person by or through whomthe offer is nmade and who is know ngly
guilty of, or wilfully authorises or permts, the contravention

(5)An application for shares in, or debentures of, a conpany,
which is nmade in pursuance of a prospectus issued generally shall not
be revocable wuntil after the expiration of the fifth day after the
time of the opening of the subscription lists, or the giving, before
the expiry of the said fifth day by some person responsi bl e under sec-
tion 62 for the prospectus, of a public notice having the effect under
that section of excluding, limting or dinmnishing the responsibility
of the person giving it.

73.

Al'l ot ment of shares and debentures to be dealt in on stock exchange.

73 Alotnment of shares and debentures to be dealt in on stock

exchange. 1[(1) Every conpany intending to offer shares or
debentures to the public for subscription by the issue of a prospectus
shall, before such issue, nake an application to one or nore

recogni sed stock exchanges for perm ssion for the shares or debentures
intending to be so offered to be dealt with in the stock exchange or
each such stock exchange.]

2[ 1A] Where a prospectus, whether issued generally or not ,



state that an 3[application under sub-section (1) has been] made for
perm ssion for the shares or debentures offered thereby to be dealt
in one or nore recognized stock exchanges, such prospectus, shal
state the nane of the stock exchange or, as the case nay be,
each such stock exchange, and any allotment nade on an applica-
tion in pursuance of such prospectus shall, whenever nade, be
voi d 4* * *

1 Ins. by Act 31 of 1988, s.10(w. e.f.15-6-1988).

2 Subs. by Act 41 of 1974, s.8 sub-section (1) (we.f. 1-2-1975) and
renunbered as sub-section (1A) by Act 31 of 1988, s.10 (w.e.f.
15-6-1988) .

3 Subs. by Act 31 of 1988, s.10 (w. e.f. 15-6-1988).

4 Oritted by s.10, ibid. (we.f. 15-6-1988).
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if the permission has not been granted by the stock exchange or each
such stock exchange, as the case may be, before the expiry of ten
weeks fromthe date of the closing of the subscription |lists:

Provi ded that where an appeal against the decision of any recog-
ni zed stock exchange refusing permnission for the shares or debentures
to be dealt in on that stock exchange has been preferred under section
22 of the Securities Contracts (Regul ation) Act, 1956 (42 of 1956), such
all otment shall not be void until the disnissal of the appeal.]

(2) Were the pernission has not been 1[applied under sub-
section(1)] 2[or, such permssion, having been applied for, has not
been granted as aforesaid], the conpany shall forthwith repay w thout
interest all noneys received fromapplicants in pursuance of the
prospectus, and, if any such noney is not repaid within eight days
after the conpany becones liable to repay it 1[the conpany and every
director of the conpany who is an officer in default shall, on and
fromthe expiry of the eighth day, be jointly and severally liable to
repay that noney with interest at such rate, not less than four per
cent. and not nore than fifteen per cent., as nmay be prescribed,
having regard to the length of the period of delay in making the
repaynent of such noney. ]

3* * * * *

4[ (2A) Where permission has been granted by the recognized stock
exchange or stock exchanges for dealing in any shares or debentures in
such stock exchange or each such stock exchange and the noneys
received fromapplicants for shares or debentures are in excess of
the aggregate of the application noneys relating to the shares or
debentures in respect of which allotnments have been made, the conpany
shall repay the noneys to the extent of such excess forthwith w thout
interest, and if such noney is not repaid within eight days, from the
day the conpany becones liable to pay it, 1[the conpany and every
director of the conpany who is an officer in default shall, on and
fromthe expiry of the eighth day, be jointly and severally liable to
repay that noney with interest at such rate, not less than four per
cent. and not nore than fifteen per cent., as may be prescribed,



havi ng regard to the length of the period of delay in nmking the
repaynent of such noney. ]

3* * * * *

1 Subs. by Act 31 of 1988, s.10 (we.f. 15-6-1988).

2 Subs. by Act 41 of 1974, s. 8, for certain words (w.e.f.
1-2-1975).

3 Oritted by Act 31 of 1988, s.10 (we.f. 15-6-1988).

4 Ins. by Act 41 of 1974, s.8 (w.e.f. 1-2-1975).
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(2B) If default is made in conmplying with the provisions of sub-
section (2A ), the conpany and every officer of the conpany who is in
default shall be punishable with fine which nmay extend to five
thousand rupees, and where repaynment is not made within six nonths
from the expiry of the eighth day, also with inprisonment for a term
whi ch may extend to one year.]

(3) Al noneys received as aforesaid shall be kept in a separate
bank account nmintained with a Schedul ed Bank 1[until the permn ssion
has been granted, or where an appeal has been preferred against the
refusal to grant such. permission, until the disposal of the appeal
and the nmoney standing in such separate account shall, where the
permission has not been applied for as aforesaid or has not been
granted, be repaid within the time and in the nanner specified in sub-
section (2)]; and if default is made in conmplying wth this sub-
section, the conpany, and every officer of the conmpany who is in
default, shall be punishable with fine which may extend to five
t housand rupees.

2[ (3A) Moneys standing to the credit of the separate bank account
referred to in sub-section (3) shall not be utilised for any purpose
other than the follow ng purposes, nanely :-

(a) adjustnment against allotnent of shares, where the
shares have been permtted to be dealt in on the stock
exchange or each stock exchange specified in the prospectus;
or

(b) r epaynent of noneys received from applicants in
pur suance of the prospectus, where shares have not been per-
mtted to be dealt in on the stock exchange or each stock
exchange specified in the prospectus, as the case may be, or
where the conpany is for any other reason unable to nake the
al l ot rent of share.]

(4) Any condition purporting to require or bind any applicant
for shares or debentures to waive conpliance with any of the require-
nments of this section shall be void.



1 Subs. by Act 41 of 1974, s. 8, for certain words (we.f. 1-2-
1975).

21Ins. by s. 8 ibid. (we.f. 1-2-1975).
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1[(5) For the purposes of this section, it shall be deermed that
permi ssion has not been granted if the application for permssion
where made, has not been disposed of within the tinme specified in sub-
section (1).]

(6) This section shall have effect-

(a)in relation to any shares or debentures agreed to be
taken by a person underwiting an offer thereof by a pros-
pectus, as if he had applied therefor in pursuance of the
prospectus; and

(b)in relation to a prospectus offering shares for sale, with
the follow ng nodifications, nanely:-

(i)references to sale shall be substituted for references to
al | ot ment ;

1 Subs. by Act 41 of 1974, s.8, for sub-section (5) (we.f. 1-2-

(7)

(ii)the persons by whomthe offer is nmade, and not the.
conpany, shall be liable under sub-section (2) to 'repay
nmoney received from applicants, and references to t he
conpany's liability under that sub-section shall be construed
accordi ngly; and

(iii)for the reference in sub-section (3) to the conmpany and
every officer of the conpany who is in default, there shal
be substituted a reference to any person by or through whom
the offer is made and who is knowingly guilty of, or wilfully
aut horises or pernits, the default.

No prospectus shall state that application has been nade for

perm ssion for the shares or debentures offered thereby to be dealt in
on any stock exchange, unless it is a recogni sed stock exchange.

74.



Manner of reckoning fifth, eighth and tenth days in sections 72 and73.

74. Manner of reckoning fifth, eighth and tenth days in sections
72 and 73. In reckoning for the purposes of sections 72 and 73, the
fifth day 1[or the ei ghth day] another day, any intervening day which
is a public holiday under the Negotiable Instruments Act, 1881
(36 of 1881), shall be disregarded, and if the fifth, or eighth day
(as so reckoned) is itself such a public holiday, there shall for the
sai d purposes be substituted the first day thereafter which is not
such a holiday.

75.

Return as to all otnents.

75.Return as to allotnents. (1) Whenever a conpany having a share
capital nmakes any allotnment of its shares, the conpany shall, wthin
2[thirty days] thereafter, -

(a)file with the Registrar a return of the allotnents,
stating the nunber and noni nal ampbunt of the shares conprised
in the allotnent, the names, addresses and occupations of the
allottees, and the anmount, if any, paid or due and payabl e on
each share:

3[Provided that the conpany shall not showin such return
any shares as having been allotted for cash if cash has not
actual ly been received in respect of such allotnent.]

(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 exanmination of the Registrar a
contract in witing constituting the title of the allottee

1 Subs. by Act 31 of 1988, s.11 (we.f. 15-6-1988).

2 Subs. by Act 31 of 1965, s. 62 and Sch., for " one nonth "
(w.e.f. 15-10-1965).

3 Added by s. 11, ibid. (we.f. 15-10-1965).
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to the allotnent together with any contract of sale, or a
contract for services or other consideration in respect of
which that allotnent was nmade, such contracts being duly
stanped, and file with the Registrar copies verified in the



prescri bed manner of all such contracts and a return stating
the nunmber and nom nal anmount of shares so allotted, the
extent to which they are to be treated as paid up, and the
consi deration for which they have been allotted ; and

1[(c) file with the Registrar-

(i)in the case of bonus shares, a return stating the nunber
and nom nal anount of such shares conprised in the allotnent
and the names, addresses and occupations of the allottees and
a copy of the resolution authorising the issue of such shares;

(ii)in the case of issue of shares at a discount a copy of
the resolution passed by the conpany authorising such issue
together wth a copy of the order of the Court sanctioning
the issue and where the maxi numrate of discount exceeds ten
per cent., a copy of the orders of the Central Governnent
permtting the issue at the hi gher percentage.]

(2) Were a contract such as is nentioned in clause (b) of sub-
section (1) is not reduced to witing, the conpany shall, wthin
2[thirty days] after the allotnent, file with the Registrar the pres-
cribed particulars of the contract stanped with the sane stanp duty as
woul d have been payable if the contract had been reduced to witing;
and those particulars shall be deemed to be an instrunent within the
nmeani ng of the Indian Stanp Act, 1899, (2 of 1899.) and the Registrar
may, as a condition of filing the particulars, require that the duty
payabl e thereon be adjudi cated under section 31 of that Act.

(3) If the Registrar is satisfied that in the circunmstances of
any particular case the period of 2 [thirty days] specified in
subsections (1) and (2) for conmpliance with the requirenments of this
section 3[is or was inadequate, he may, on application made in that
behal f by the company, whether before or after the expiry of the said
period, extend

1 Subs. by Act 65 of 1960, s. 21, for cl. (c).

2 Subs. by Act 31 of 1965, s. 62 and Sch., for " one nonth "
(w.e.f. 15-10-1965).

3 Subs. by s. 11, ibid., for certain words, (we.f. 15-10-1965).
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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 1[thirty days] the extended period allowed
by the Registrar were substituted.

(4) If default 1is made in conplying with this section, every



of ficer of the conpany who is in default shall be punishable with fine
which may. extend to five hundred rupees for every day during which
the default continues

2[ Provided that in case of contravention of the proviso to clause
(a) of sub-section (1), every such officer, and every pronoter of the
company who is guilty of the contravention shall be punishable wth
fine which may extend to five thousand rupees.]

(5) Nothing in this section shall apply to the issue and
allotnment by a conpany of shares which under the provisions of its
articles were forfeited for non-paynent of calls.

Conmi ssi ons and Di scounts

76.

Power to pay certain conm ssions and prohibition of paynent of
al | ot her
commi ssi ons, discounts, etc.

76. Power to pay certain conm ssions and prohibition of paynent of
all other conmssions, discounts, etc. (1) A conpany nmay pay a
commi ssion to any person in consideration of-

(a)his subscribing or agreeing to subscri be, whet her
absolutely or conditionally, for any shares in, or debentures
of, the conpany, or

(b)his procuring or agreeing to procure subscri ptions,
whet her absolute or conditional, for any shares in, or
debentures of, the conpany,

if the following conditions are fulfilled, namely:-

(i) the paynent of the commissionis authorised by the
articles ;

(ii) the conmission paid or agreed to be paid does not
exceed in the case of shares, five per cent. of the price at
whi ch the shares are issued or the anpbunt or rate authorised
by the articles, whichever is less, and in the case of
debentures, two and a half per cent. of the price at which
the debentures are issued or the amount or rate authorised by
the articles, whichever is |ess;

1 Subs. by Act 31 of 1965, s. 62 and Sch., for " one nonth "
(w.e.f. 15-10-1965).
2 Subs. by s. 11, ibid., for the proviso (w e.f. 15-10-1965).



(iii) the anmount or rate per cent. of the conm ssion paid or
agreed to be paid is-

in the case of shares or debentures offered to the public for
subscription, disclosed in the prospectus ; and

in the case of shares or debentures not offered to the

public for subscription, disclosed in the statenment in lieu
of prospectus, or in a statement in the prescribed form
signed in like manner as a statenent in lieu of prospectus
and filed before the paynent of the commission wth the
Regi strar and, where a circular or notice, not being a
pr ospect us inviting subscription for t he shar es or
debentures, is issued, also disclosed in that circular or
notice ; 1* * *

(iv) the nunber of shares or debentures which persons have
agr eed for a commission to subscribe absol utely or
conditionally is disclosed in the manner aforesaid 2 [and]

2[(V)a copy of the contract for the payment of the commi ssion
is delivered to the Registrar at the tine of delivery of the
prospectus or the statement in lieu of prospectus for
registration.]

(2) Save as aforesaid and save as provided in section 79, no
conpany shall allot any of its shares or debentures or apply 3[any of
its noneys], either directly or indirectly, in paynent of any com
m ssi on, discount or allowance, to any person in consideration of-

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

(b)his procuring or agreeing to procure subscri pti ons,
whet her absolute or conditional, for any shares in, or
debentures of, the conpany,

whet her the shares, debentures or nmoney be so allotted or applied by
being added to the purchase noney of any property acquired by the
conpany or to the contract price of any work to be executed for the
conpany, or the noney be paid out of the nom nal purchase noney or
contract price, or otherw se.

1 The word " and" onmitted by Act 31 of 1965, s. 12 (w.e.f. 15-10-
1965).

2 1Ins. by s. 12, ibid. (we.f. 15-10-1965).
3 Subs. by Act 65 of 1960, s. 22, for "any of its capita

noneys".



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

(4) A vendor to. pronmoter of, or other person who receives pay-
ment in shares, debentures or noney from a conpany shall have and
shall be deened always to have had power to apply any part of the
shares, debentures or nmoney so received in paynment of any conm ssion
t he paynment of which, if made directly by the conpany, would have been
| egal under this section

1[ (4A) For the renoval of doubts it is hereby declared that no
commi ssion shall be paid under clause (a) of sub-section (1) to any
person on shares or debentures which are not offered to the public for
subscri ption:

Provi ded that where a person has subscribed or agreed to subs-
cribe under clause (a) of sub-section (1) for any shares in, or deben-
tures of, the conpany and before the issue of the prospectus or
statenment in |lieu thereof any other person or persons has or have
subscri bed for any or all of those shares or debentures and that fact
together wth the aggregate anount of comm ssion payable wunder this
section in respect of such subscription is disclosed in such pros-
pectus or statenment, then, the conpany may pay conmmission to the
first-nentioned person in respect of such subscription.]

(5) If default is made in complying with the provisions of this
section, the conpany, and every officer of the company who is in
default, shall be punishable with fine which may extend to five
hundr ed rupees.

7.

Restrictions on purchase by conpany or |oans by conpany for purchase, of
its
own or its holding conpany's shares.

77.Restrictions on purchase by conpany or |oans by conpany for
purchase, of its own or its holding conpany's shares. (1) No conpany
limted by shares, and no company limted by guarantee and having a
share capital, shall have power to buy its

1 Ins. by Act 31 of 1965, s. 12 (w.e.f. 15-10-1965).
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own shares, unless the consequent reduction of capital is effected and
sanctioned in pursuance of sections 100 to 104 or of section 402.

(2) No public conpany, and no private conpany which is a sub-
sidiary of a public conmpany, shall give, whether directly or
indirectly, and whether by neans of a |oan, guarantee, the provision
of security or otherw se, any financial assistance for the purpose of
or in connection with a purchase or subscription nade or to be nade by
any person of or for any shares in the conpany or in its holding



conpany

Provided that nothing in this sub-section shall be taken to
prohi bit -

(a)the | ending of noney by a banking conpany in the ordinary
course of its business; or

(b)the provision by a conpany, in accordance with any schene
for the tine being in force, of nobney for the purchase of, or
subscription for, fully paid shares in the conmpany or its
hol di ng conpany, being a purchase or subscription by trustees
of or for shares to be held by or for the benefit of
enpl oyees of the conpany, including any director holding a
salaried office or enploynent in the conpany; or

(c)the making by a conpany of loans, within the limt laid
down in sub-section (3), to persons (other than directors,
managi ng agents, secretaries and treasurers or nanagers) bona
fide in the enploynment of the conpany with a view to enabling
t hose persons to purchase or subscribe for fully paid shares
in the conmpany or its holding conpany to be held by
t hensel ves by way of beneficial ownership.

(3) No loan made to any person in pursuance of clause (c) of the
foregoing proviso shall exceed in anmount his salary or wages at that
time for a period of six nonths.

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

(5) Nothing in this section shall affect the right of a conpany
to redeem any shares issued under section 80 or under any
correspondi ng provi sion in any previous conpani es | aw.
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| ssue of Shares at Prem um and Di scount

78.

Application of prem unms received on issue of shares.

78. Application of prem unms received on issue of shares. (1) Were
a conpany issues shares at a premum whether for cash or otherw se, a
sum equal to the aggregate anount or value of the premiunms on those
shares shall be transferred to an account, to be called "the share
premi um account"; and the provisions of this Act relating to the
reduction of the share capital of a conmpany shall, except as provided
in this section, apply as if the share prem um account were paid-up
share capital of the conpany.

(2) The share premi um account may, notw thstanding anything in
sub-section (1), be applied by the conpany-



(a)in paying up unissued shares of the conpany to be issued
to nenbers of the conpany as fully paid bonus shares;

(b) inwiting off the prelimnary expenses of the conpany;

(c)in witing off the expenses of, or the conmission paid or
di scount allowed on, any issue of shares or debentures of the
conpany; or

(d)in providing for the prem um payabl e on the redenption of
any redeenabl e preference shares or of any debentures of the

conpany.

(3) Were a company has, before the commencenent of this Act,
issued any shares at a premium this section shall apply as if the
shares had been issued after the comrencenment of this Act

Provi ded that any part of the prem unms which has been so applied
that it does not at the comencenent of this Act forman identifiable
part of the conpany's reserves within the neaning of Schedule W,
shall be disregarded in determining the sumto be included in the
share prem um account.

79.

Power to issue shares at a di scount.

79. Power to issue shares at a discount. (1) A conpany shall not
i ssue shares at a di scount except as
provided in this section.

(2) A conmpany nay issue at a discount shares in the conpany of a
class already issued, if the following conditions are fulfilled,
nanel y: -

(i)the issue of the shares at a discount is authorised by a
resol ution passed by the conmpany in general neeting, and
sanctioned by the 1 [Conpany Law Board];

1 Subs. by Act 41 of 1974, s. 9, for "Court" (w.e.f. 1-2-1975).
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(ii) the resolution specifies the maxi num rate of discount
1* * * at which the shares are to be issued:



2[ Provided that no such resolution shall be sanctioned by the
Conmpany Law Board if the maxi numrate of discount specified
in the resolution exceeds ten per cent., unless that Board is
of opinion that a higher percentage of discount nmay be
allowed in the special circunstances of the case;]

(iii)not Iless than one year has at the date of the issue
el apsed since the date on which the conpany was entitled to
conmence busi ness; 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
t he 3[ Conpany Law Board] or within such extended tine as the
3[ Conpany Law Board] rmay all ow.

(3) Were a conpany has passed a resolution authorising the
issue of shares at a discount, it may apply to the 3[Conpany Law
Board] for an order sanctioning the issue; and on any such applica-
tion, the 3[Conpany Law Board], if, having regard to all. the circum
stances of the case, it thinks proper so to do, may nake an order
sanctioning the issue on such terns and conditions as it thinks fit.

(4) Every prospectus relating to the issue of the shares shal
contain particulars of the discount allowed on the issue of the shares
or of so nuch of that discount as has not been witten off at the date
of the issue of the prospectus.

If default is made in conplying with this sub-section, the com
pany, and every officer of the conpany who is in default, shall be
puni shable with fine which may extend to fifty rupees.

4[ I ssue and Redenption of Preference Shares]

80.

Power to issue redeemabl e preference shares.

80. Power to issue redeemabl e preference shares. (1) Subject to the
provisions of this section, a conpany linmted by shares may, if so
authorised by its articles, issue preference shares which are, or at
the option of the conpany are to be liable, to be redeened:

1 Certain words onmtted by Act 41 of 1974, s. 9 (we.f. 1-2-

1975).
2 Ins. by s. 9, ibid. (we.f. 1-2-1975).
3 Subs. by s. 9, ibid.. for "Court” (we.f. 1-2-1975).
4 Subs. by Act 31 of 1988, s. 12 (w e.f. 15.6.1988).
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Provi ded t hat -



(a)no such shares shall be redeemed except out of profits of
the conmpany whi ch woul d ot herwi se be avail able for dividend
or out of the proceeds of a fresh issue of shares nade for
t he purposes of the redenption;

(b)no such shares shall be redeened unless they are fully
pai d;

(c)the premum, if any, payable on redenption shall have
been provided for out of the profits of the conpany or ,out
of the conpany's share prem um account, before the shares are
redeened;

(d) where any such shares are redeened otherwi se than out
of the proceeds of a fresh issue, there shall, out of profits
whi ch woul d ot herwi se have been available for dividend, be
transferred to a reserve fund, to be called 1[the capita
redenption reserve account], a sumequal to the nonina
anount of the shares redeened; and the provisions of this Act
relating to the reduction of the share capital of a conpany
shall, except as provided in this section, apply as if 1[the
capital redenption reserve account] were paid-up share
capital of the conpany.

(2) Subject to the provisions of this section, the redenption of
preference shares thereunder may be effected on such ternms and in such
manner as nay be provided by the articles of the conpany.

(3) The redenption of preference shares under this section by a
conmpany shall not be taken as reducing the amount of its authorised
share capital

(4) Were in pursuance of this section, a conpany has redeened
or is about to redeem any preference shares, it shall have power to
i ssue shares up to the nom nal amount of the shares redeened or to be
redeenmed as if those shares had never been issued; and accordingly the
share capital of the conpany shall not, for the purpose of calculating
the fees payable under 2[section 611], be deenmed to be increased by
the issue of shares in pursuance of this sub-section

1 Subs. by Act 65 of 1960, s. 23, for "the capital redenption
reserve fund".

2 Subs. by s. 23, ibid., for "section 601"

Provi ded that, where new shares are issued before the redenption
of the old shares, the new shares shall not, so far as relates to
stanp duty, be deened to have been issued in pursuance of this sub-
section unless the old shares are redeened within one nonth after the
i ssue of the new shares.



(5) 1[ The capital redenpti on reserve account ] nay,
notw t hstanding anything in this section, be applied by the conpany,
in payi ng up uni ssued shares of the conpany to be issued to nenbers of
the conpany as fully paid bonus shares.

2[ (5A) Notwithstanding anything contained in this Act, no comnpany
limted by shares shall, after the commencenent of the Conpanies
(Anendrent) Act, 1988, issue any preference share whi ch is
irredeemable or is redeenable after the expiry of a period of ten
years fromthe date of its issue]

(6) If a conpany fails to conply with the provisions of this
section, the conpany, and every officer of the company who is in
def aul t,

1 Subs. by Act 65 of 1960, s. 23, for "The capital redenption
reserve fund".

2 Ins. by Act 31 of of 1988, s. 13 (w.e.f 15.6.1988).
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shal | be punishable with fine which may extend to one thousand rupees.

80A.

Redenpti on of irredeemabl e preference shares, etc.

4[ 80A. Redenption of irredeenable preference shares, etc. (1)
Notwi t hstanding anything contained in the terms of issue of any
preference shares, every preference share issued bef ore t he
comrencenent of the Conpani es (Anendnment) Act, 1988, -

(a) which is irredeenmabl e, shall be redeened by the conpany
within a period not exceeding five years from such com
nmencenent, or

(b) which is not redeenabl e before the expiry of ten years
fromthe date of issue there-on in accordance with the terns
of its issue and which had not been redeened before such com
mencenent, shall be redeened by the conpany on the date on
whi ch such share is due for redenption or within a period not
exceeding ten vyears fromsuch comencenent, whichever s
earlier:

Provi ded that where a conpany is not in a position to redeem any
such share wthin the period aforesaid and to pay the dividend, if
any, due thereon (such shares being hereinafter referred to as
unr edeened preference shares), it may, with the consent of the Conpany
Law Board, on a petition made by it in this behalf and notw t hstandi ng
anything contained in this Act, issue further redeemable preference
shares equal to the anobunts due (including the dividend thereon), in
respect of the unredeened preference shares, and on the issue of such



further redeenabl e preference shares, the unredeened shares shall be
deened to have been redeened.

(2) Nothing contained in section 106 or any schenme referred to
in sections 391 to 395, or in any schene nade under section 396, shal
be deened to confer power on any class of shareholders by resolution
or on any court or the Central CGovernnment to vary or nodify the
provi sions of this section.

(3)If any default is nade in conplying with the provisions of
this section,-

(a) the conpany nmeking such default shall be punishable wth
fine which my extend to one thousand rupees for every day during
whi ch such default continues; and

(b) every officer of the conpany who is in default shall be
puni shable with inprisonnent for a termwhich may extend to three
years and shall also be liable to fine.]

Furt her issue of Capita

81.

Furt her issue of capital

81. Further issue of capital.(1l) 2[Were at any tine after the
expiry of two years fromthe formation of a conpany or at any tine
after the expiry of one year fromthe allotnment of shares in that
conpany nade for the first time after its formation, whichever s
earlier, it is proposed to increase the subscribed capital of the
conpany by allotnment of further shares, then,]

(a)such 3[further] shares shall be offered to the persons
who, at the date of the offer, are holders of the -equity
shares of the ~conpany, in proportion, as nearly as
circunstances adnmt, to the capital paid up on those shares
at that date ;

(b)the offer aforesaid shall be nmade by notice specifying the
nunber of shares offered and linmting a tinme not being |ess
than fifteen days fromthe date of the offer within which the
offer, if not accepted, will be deened to have been declined

(c)unless the articles of the conmpany ot herw se provide, the
offer aforesaid shall be deenmed to include a right exercis-
able by the person concerned to renounce the shares offered
to himor any of themin favour of any other person; and the
notice referred to in clause (b) shall contain a statenent of
this right ;

(d)after the expiry of the tine specified in the notice
aforesaid, or on receipt of earlier intimation from the
person to whom such notice is given that he declines to
accept the shares offered, the Board of directors may di spose
of them in such manner as they think nost beneficial to the

conpany.



Expl anation.-In this sub-section, equity share capital and

equity shares " have the sane neaning as in section 85.

4[ (1A) Notwi t hstandi ng anyt hing contained in sub-section (1), the
further shares aforesaid may be offered to any persons [whether or

1 Ins. by Act 31 of 1988, s. 14 (w.e.f. 15.6.1988).
2 Subs. by Act 65 of 1960, s. 24, for certain words.
3 Subs. by s. 24, ibid., for "new

4 Ins. by s. 24, ibid.
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not those persons include the persons referred to in clause (a) of
subsection (1)] in any nmanner what soever -

(a)if a special resolution to that effect is passed by the
conpany in general neeting, or

(b)where no such special resolution is passed, if the votes
cast (whether on a show of hands, or on a poll, as the case
may be) in favour of the proposal contained in the resolution
noved in that general neeting (including the casting vote, if
any, of the Chairnman) by nenbers who, being entitled so to
do, vote in person, or where proxies are allowed, by proxy,
exceed the votes, if any, cast against the proposal by
menbers so entitled and voting and the Central Government is
satisfied, on an application nade by the Board of directors
in this behalf, that the proposal is nost beneficial to the

conpany. |
(2) Nothing in <clause (c) of sub-section (1) shall be
deened-

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

(b)to authorise any person to exercise the right of
renunci ation for a second tine, on the ground that the person
i n whose favour the renunciation was first nade has declined
to take the shares conprised in the renunciation
1(3) Nothing in this section shall apply-

(a) to a private conpany; or
(b)to the increase of the subscribed capital of a public

conpany caused by the exercise of an option attached to
debentures issued or |oans raised by the company-

(i)to convert such debentures or loans into shares in the



conpany, or
(ii) to subscribe for shares in the conpany:

2[ Provided that the terns of issue of such debentures or the
terns of such loans include a termproviding for such option and such
term

(a)either has been approved by the Central Governnent before
the issue of debentures or the raising of the loans or is in
conformty with the rules, if any, made by that Governnent in
this behalf ; and

1 Subs. by Act 65 of 1960, s. 24, for sub-section (3).

2 Subs. by Act 53 of 1963, s. 5, for the proviso (we.f. 1-1-
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(b) in the case of debentures or |oans other t han
debentures issued to, or |oans obtained from the Government
or any institution specified by the Central CGovernment in
this behalf, has also been approved by a special resolution
passed by the conpany in general neeting before the issue of
t he debentures or the raising of the loans.] ]

1[ (4) Notwithstandi ng anything contained in the foregoing provi-
sions of this section, where any debentures have been issued to, or
| oans have been obtained from the Government by a conpany, whether
such debentures have been issued or | oans have been obtai ned before or
after the comencenent of the Conpanies (Arendnent) Act, 1963, the
Central Governnment nmay, if inits opinionit is necessary in the
public interest so to do, by order, direct that such debentures or
loans or any part thereof shall be converted into shares in the
conpany on such terns and conditions as appear to that Governnent to
be reasonable in the circunstances of the case, even if the ternms of
i ssue of such debentures or the terns of such | oans do not include a
termproviding for an option for such conversion

(5) In deternmining the ternms and conditions of such conversion
the Central Governnent shall have due regard to the following cir-
cunmst ances, that is to say, the financial position of the conmpany, the
terms of issue of the debentures or the terns of the loans, as the
case my be, the rate of interest payable on the debentures or the
| oans, the capital of the conpany, its loan liabilities, its reserves,
its profits during the preceding five years and the current nmarket
price of the shares in the conpany.

(6) A copy of every order proposed to be issued by the Centra
CGovernnent under sub-section (4) shall be laid in draft before each
House of Parlianment while it is in session for a total period of



thirty days which nay be conprised in one session or in two or nore
successi ve sessi ons.

(7) If the terms and conditions of such conversion are not
acceptable to the conpany, the conpany may, within thirty days from
the date of communication to it of such order or within such further
time as may be granted by the Court, prefer an appeal to the Court in
regard to such ternms and conditions and the decision of the Court on
such appeal and, subject only to such decision, the order of the
Central Governnent under sub-section (4) shall be final and conclu-
sive.]

1 Ins. by Act 53 of 1963, s. 5 (we.f. 1-1-1964).
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PART |V
SHARE CAPI TAL AND DEBENTURES
Nat ure, Nunbering and Certificate of Shares
82.

Nat ure of shares.

82. Nature of shares. The shares or other interest of any
menber in a conpany shall be novable property, transferable in the
manner provided by the articles of the conpany.

83.
[ Repel ed]

83. Repeal ed by the Depositories Act, 1996 (22 of 1996) s.31 and
Sch. (w.e.f. 20-9-1995).

84.
Certificate of shares.
84.Certificate of shares.1[(1)] A certificate, under the comon

seal of the conpany, specifying any shares held by any nenber, shal
be prinma facie evidence of the title of the nenber to such shares.

2 [(2) A certificate may be renewed or a duplicate of a
certificate nay be issued if such certificate-



(a) 1is proved to have been | ost or destroyed, or

(b) having been defaced or nutilated or torn is surrendered
to the conpany.

(3) If a conpany with intent to defraud renews a certificate or
i ssues a duplicate thereof, the conpany shall be punishable with fine
which my extend to ten thousand rupees and every officer of the
conpany who is in default shall be punishable with inprisonnent for a
termwhich may extend to six nonths, or with fine which may extend to
ten thousand rupees, or with both.

(4) Notwi thstanding anything contained in the articles of asso-
ciation of a conpany, the nmanner of issue or renewal of a certificate
or issue of a duplicate thereof, the formof a certificate (origina
or renewed) or of a duplicate thereof, the particulars to be entered
in the register of menbers or in the register of renewed or duplicate
certificates, the formof such registers, the fee on paynment of which
the terns and conditions, if any (including ternms and conditions as to
evidence and indemity and the paynent of out-of-pocket expenses
incurred by a conpany in investigating evidence) on which a certi-
ficate may be renewed or a duplicate thereof may be issued, shall be
such as may be prescribed.]

1 S. 84 re-nunbered as sub-section (1) of that section by Act 65
of 1960, s. 25.

2 Ins. by s. 25, ibid.
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Ki nds of Share Capital

85.

Two ki nds of share capital

85. Two kinds of share capital. (1) " Preference share capital "
means, with reference to any conpany linited by shares, whether fornmed
before or after the commencenent of this Act , that part of the share
capital of the conpany which fulfils both the followi ng requirenents,
namel y: -

(a)that as respects dividends, it carries or will carry a
preferential right to be paid a fixed ambunt or an anount
calculated at a fixed rate, which nay be either free of or
subject to income-tax ; and

(b) that as respects capital, it carries or will carry, on
a winding up or repaynent of capital, a preferential right to
be repaid the anpbunt of the capital paid up or deened to have
been paid up, whether or not there is a preferential right to



the paynent of either or both of the following anpunts,
nanel y: -

(i)any noney remaining unpaid, in respect of the anounts
specified in clause (a), up to the date of the winding up or
repaynent of capital; and

(ii)any fixed premium or premium on any fixed scale,
specified in the nenorandum or articles of the conpany.

Expl anation.-Capital shall be deemed to be preference, capital
notwithstanding that it is entitled to, either or both of the
followi ng rights, namely: -

(i) that, as respects dividends, in addition to t he
preferential right to the anount specified in clause (a), it
has a right to participate, whether fully or to a limted
extent, wth capital not entitled to the preferential right

af or esai d;

(ii) that as respects capital, in addition to t he
preferential right to the repaynent, on a w nding up, of the
anount s specified in clause (b), it has a right to

partici pate,
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whether fully or toalimted extent, wth capital not
entitled to that preferential right in any surplus which my
remain after the entire capital has been repaid.

(2) " Equity share capital " neans, with reference to any such
conpany, all share capital which is not preference share capital

(3) The expressions " preference share
shal | be construed accordingly.

and " equity share

86.
New i ssues of share capital to be only of two kinds.

86. New i ssues of share capital to be only of two kinds. The share
capital of a conpany limted by shares forned after the comrencenent

of this Act, or issued after such comrencenent, shall be of two kinds
only, nanely:-

(a) equity share capital; and

(b) preference share capital



87.

Voting rights.

87.Voting rights. (1) Subject to the provisions of section 89 and
sub-section (2) of section 92-

(a) every nmenber of a conpany linited by shares and hol di ng
any equity share capital therein shall have a right to vote,
in respect of such capital, on every resolution placed before
t he conpany ; and

(b)his wvoting right on a poll shall be in proportion to his
share of the paid up equity capital of the conpany.

(2) (a) Subject as aforesaid and save as provided in clause (b)
of this sub-section, every nenber of a conpany linmted by shares and
hol di ng any preference share capital therein shall, in respect of such
capital, have aright to vote only on resolutions placed before the
company which directly affect the rights attached to his preference
shares.

Expl anation. -Any resolution for winding up the conpany or for the
repaynent or reduction of its share capital shall be deened directly
to affect the rights attached to preference shares within the neaning
of this clause.

(b) Subject as aforesaid, every nmenber of a conmpany limted by
shares and holding any preference share capital therein shall, in
respect of such capital, be entitled to vote on every resolution
pl aced before the conpany at any neeting, if the dividend due on such
capital or any part of such dividend has renmai ned unpai d-

(i) in the case of cunulative preference shares, in respect
of an aggregate period of not |less than two years preceding
the date of commencenent of the neeting; and
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(ii) in the case of non-cunul ative preference shares, either
in respect of a period of not less than two years ending with
the expiry of the financial year imediately preceding the
comrencenent of the neeting or in respect of an aggregate
period of not less than three years conprised in the six
years ending with the expiry of the financial year aforesaid.



Expl anati on.-For the purposes of this clause, dividend shall be
deemred to be due on preference shares in respect of any period,
whet her a dividend has been decl ared by the conpany on such shares for
such period or not, -

(a) on the last day specified for the paynent of such
di vidend for such period, in the articles or other instrunment
executed by the conmpany in that behalf ; or

(b) in case no day is so specified, on the day imediately
foll owi ng such peri od.

(c) Were the holder of any preference share has a right to
vote on any resolution in accordance with the provisions of this sub-
section, his wvoting right on a poll, as the holder of such share,
shal |, subject to the provisions of section 89 and sub-section (2) of
section 92, be in the sane proportion as the capital paid up in
respect of the preference share bears to the total paid up equity
capital of the conpany.

88.

Prohi bition of issue of shares with disproportionate rights.

88. Prohibition of issue of shares with disproportionate rights.
No conmpany formed after the comencenent of this Act, or issuing any

share capital after such commencenent, shall issue any shares (not
being preference shares) which carry voting rights or rights in the
conpany as to di vi dend, capital or ot herw se whi ch are

di sproportionate to the rights attaching to the holders of other
shares (not being preference shares).

89.

Term nation of disproportionately excessive voting rights in
exi sti ngconpani es.

89. Termi nation of disproportionately excessive voting rights in
exi sting conpanies. (1) If at the comencenent of this Act any shares,
by whatever nane called, of any existing conpany limted by shares
carry voting rights in excess of the voting rights attaching under
sub-section (1) of section 87 to equity shares in respect of which the
same anount of capital has been paid up, the conpany shall, within a
period of one vyear fromthe comencenent of this Act, reduce the
voting rights in respect of the shares first nentioned so as to bring
them into conformity with the voting rights attached to such equity
shares under sub-section (1) of section 87.

121.



(2) Before the voting rights are brought into such conformty,
the holders of the shares in question shall not exercise in respect
t hereof voting rights in excess of what woul d have been exercisable by
them if the capital paid up on their shares had been equity share
capital, in respect of the follow ng resolutions placed before the
company, nanely: -

(a) any resol ution relating to the appoi nt nent or
reappointment of a director or of a managing agent or
secretaries and treasurers, or to any variation in the terns
of an agreement between the conmpany and a nanaging or
whol eti e director thereof or its nanaging agent or
secretaries and treasurers;

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

(c) any resolution relating to the grant of a loan or to
the giving of a guarantee or any other financial assistance,
to any other body corporate having any person as nanagi ng
agent or secretaries and treasurers who is also either the
managi ng agent or the secretaries and treasurers of the
conpany or an associ ate of such managi ng agent or secretaries
and treasurers.

(3) If, by reason of the failure of the requisite proportion of
any class of nenbers to agree, it is not found possible to conply with
t he provisions of subsection (1), the conpany shall, within one nonth
of the expiry of the period of one year nmentioned in that sub-section
apply to the Court for an order specifying the manner in which the
provisions of that sub-section shall be conmplied with, and any order
made by the Court in this behalf shall bind the conpany and all its
shar ehol ders.

If default is made in conplying with this sub-section, the com
pany, and every officer of the conpany who is in default, shall be
puni shable with fine which may extend to one thousand rupees.

(4) The Central Governnent may, in respect of any shares issued
by a conpany before the 1st day of Decenber, 1949, exenpt the conpany
fromthe requirements of sub-sections (1), (2) and (3), wholly or in
part, if in the opinion of the Central Government the exenption is
required either in the public interest or in the interests of the
conpany or of any class of shareholders therein or of the creditors or
any class of creditors thereof.
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Every order of exenption nmade by the Central Government under
this sub-section shall be laid before both Houses of Parlianent as
soon as may be after it is made.



90.

Savi ngs.

1] 90. Savi ngs. (1) Nothing in sections 85, 86, 88 and 89 shall, in
the case of any shares issued by a public conmpany before the
comrencenent of this Act, affect any voting rights attached to the
shares save as otherwise provided in section 89, or any rights
attached to the shares as to dividend, capital or otherw se.

(2) Nothing in sections 85 to 89 shall apply to a private
conpany, unless it is a subsidiary of a public conpany.

(3) For the renpval of doubts, it is hereby declared that on
and from the comencenent of the Conpanies (Arendnent) Act, 1974
(41 of 1974), the provisions of section 87 shall apply in relation to
the voting rights attached to preference shares issued by a public
conpany before the 1st day of April, 1956, as they apply to the prefe-
rence shares issued by a public conpany after that date.

Expl anation.-For the purposes of this section references to a
public conmpany shall be construed as including references to a private
conpany which is a subsidiary of a public conpany.]

M scel | aneous provisions as to share capita

91.

Cal | s on shares of sanme class to be made on uniform basis.

91.Calls on shares of sanme class to be nmade on uni form
basis. Were after the comencenent of this Act, any calls for further
share capital are made on shares, such calls shall be made on a
uni formbasis on all shares falling under the sane cl ass.

Expl anati on. - For the purposes of this section, shares of the sane
nom nal val ue on which different amounts have been paid up shall not
be deened to fall under the sane class.

92.

Power of conpany to accept unpaid share capital, although not call edup.

92. Power of conpany to accept unpaid share capital, although not
called up. (1) A conpany may, if so authorised by its articles,
accept from any nmenber the whole or a part of the anount renaining un-
paid on any shares held by him although no part of that anount has
been cal | ed up.

(2) The menber shall not however be entitled, where the conpany
is one limted by shares, to any voting rights in respect of the
nmoneys so paid by himuntil the sane would. but for such paynent,
becone presently payabl e.



1 Subs. by Act 41 of 1974, S. 10, for section 90 (we.f. 1-2-
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93.

Paynent of dividend in proportion to anount paid up.

93. Paynment of dividend in proportion to anount paid up. A company
may, if so authorised by its articles, pay dividends in proportion to
the anount paid up on each share where a |arger anount is paid up on
sone shares than on others.

94.

Power of limted conpany to alter its share capital

94. Power of limited conmpany to alter its share capital. (1) A
limted conpany having a share capital, may, if so authorised by its
articles, alter the conditions of is menorandumas follows, that is to
say, it may--

(a) increase its share capital by such anpbunt as it thinks
expedi ent by issuing new shares;

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

(c) <convert all or any of its fully paid up shares into
stock, and reconvert that stock into fully paid up shares of
any denomi nati on;

(d) subdivide its shares, or any of them into shares of
smal l er anmpunt than is fixed by the menorandum so however.
that in the sub-division the proportion between the anpunt
paid and the amount, if any, unpaid on each reduced share
shall be the sanme as it was in the case of the share from
whi ch the reduced share is derived;

(e) cancel shares which, at the date of the passing of the
resolution in that behal f, have not been taken or agreed to
be taken by any person, and dimnish the amobunt of its share
capital by the amount of the shares so cancell ed.

(2) The powers conferred by this section shall be exercised by
the conpany in general neeting and shall not require to be confirnmed
by the Court.



(3) A cancellation of shares in pursuance of this section shal
not be deened to be a reduction of share capital within the neaning of
this Act.
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94A.

Share capital to stand increased where an order is nade under section81

(4).

1[ 94A. Share <capital to stand increased where an order is made
under section 81(4). (1) Notwi thstanding anything contained in this
Act, where the Central Governnment has, by an order nade under sub-
section (4) of section 81, directed that any debenture or |oan or any
part thereof shall be converted into shares in a conpany, the condi-
tions contained in the nenorandum of such conpany shall, where such
order has the effect of increasing the nomnal share capital of the
conpany, stand altered and the nominal share capital of such conpany
shal | stand increased by an anount equal to the anount of the val ue of
the shares into which such debentures or loans or part thereof has
been convert ed.

(2) Were, in pursuance of an option attached to debentures
i ssued or loans raised by the conpany, any public financia
institution proposes to convert such debentures or loans into shares
in the conpany, the Central Governnent nay, on the application of such
public financial institution, direct that the conditions contained in
the nmenorandum of such conpany shall stand altered and the nomina
share capital of such conmpany shall stand increased by an anpbunt equa
to the amount of the value of the shares into which such debentures or
| oans or part thereof has been converted.

(3) Were the menorandum of a conpany becones altered, whether
by reason of an order nmade by the Central Governnent under sub-section
(4) of section 81 or sub-section (2) of this section, the Centra
Governnment shall send a copy of such order to the Registrar and also
to the conpany and on recei pt of such order, the conpany shall file
in the prescribed form within thirty days fromthe date of such
receipt, a returnto the Registrar with regard to the increase of
share capital and the Registrar shall, on receipt of such order and
return, carry out the unecessary alterations in the menorandum of the

conpany.

95.

Notice to Registrar of consolidation of share capital conversion
of shares
into stock, etc.

95. Notice to Registrar of consolidation of share capita
conversion of shares into stock, etc. (1) If a conpany having a share
capi tal has-



(a) consol i dated and divided its share capital into shares
of larger anount than its existing shares;

(b) converted any shares into stock
(c) re-converted any stock into shares;

(d) sub-divided its shares or any of them

1 Ins. by Act 41 of 1974, s. 11l(w.e.f. 1-2-1975).
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(e) redeened any redeenabl e preference shares; or

(f) cancelled any shares, otherw se than in connection with
a reduction of share capital under sections 100 to 104;

the conpany shall within 1[thirty days] after doing so give notice
thereof to the Registrar specifying, as the case may be, the shares,
consol i dated, divided, converted, sub-divided, redeenmed or cancelled,
or the stock reconvert ed.

(2) The Registrar shall thereupon record the notice, and nake
any alterations which may be necessary in the conpany's nenorandum or
articles or both.

(3) If default is made in conplying with sub-section (1), the
conpany, and every officer of the conpany who is in default, shall be
puni shable with fine which may extend to fifty rupees for every dl ay
during which the default continues.

96.

Ef fect of conversion of shares into stock

96. Effect of conversion of shares into stock. \Were a
conmpany 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, shal
cease to apply as to so nuch of the share capital as is converted
i nto stock.

97.

Notice of increase of share capital or of nenbers.



97. Notice of increase of share capital or of menbers. (1) Where a
conpany having a share capital, whether its shares have or have not
been converted into stock, has increased its share capital beyond the

aut horised capital, and where a conpany, not being a conpany limted
by shares, has increased the nunber of its nmenbers beyond the
regi stered nunber, it shall file with the Registrar, notice of the

increase of capital or of nenmbers within 2[thirty] days after the
passi ng of the resolution authorising the increase; and the Registrar
shall record the increase and al so make any alterations which may be
necessary in the conmpany's nmenorandum or articles or both.

(2) The notice to be given as aforesaid shall i ncl ude
particulars 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 com
pany, and every officer of the conmpany who is in default, shall be

1 Subs. by Act 31 of 1965, s. 62 and Sch., for "one nonth"
(w.e.f. 15-10 1965).

2 Subs. by s. 62 and Sch., ibid., for "fifteen" (w.e.f. 15-10-
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puni shable with fine which may extend to fifty rupees for every day
during which the default continues.

98.

Power of unlimted conpany to provide for reserve share capital on
re-registration

98. Power of unlimted conpany to provide for reserve share
capital on re- registration. An unlinted conpany having a share
capital may, by its resolution for registration as a limted conpany
in pursuance of this Act, do either or both of the follow ng things,
namely : -

(a) increase the nominal amount of its share capital by
increasing the nomnminal anmount of each of its shares, but
subject to the condition that no part of the increased
capital shall be capable of being called up except in the
event and for the purposes of the conpany bei ng wound up

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

99.

Reserve liability of Iimted conpany.

99. Reserve liability of limted conpany.A |linted conpany may, by
special resolution, determ ne that any portion of its share capita
which has not been already called up shall not be capable of being
called wup, except in the event and for the purposes of the conpany
bei ng wound up, and thereupon that portion of its share capital shal
not be capable of being called up except in that event and for those
pur poses.

Reducti on of Share Capita

100.

Speci al resolution for reduction of share capital

100. Special resolution for reduction of share capital. (1)
Subject to confirmation by the Court, a conpany linmted by shares or a
conpany |limted by guarantee and having a share capital, may, if so
authorised by its articles, by special resolution, reduce its share
capital in any way; and in particular and without prejudice to the
generality 'of the foregoing power, may--

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

(b) either with or wthout extinguishing or reduci ng
liability on any of its shares, cancel any paid-up share
capital which is lost, or is unrepresented by available
assets ; or

(c) either with or wthout extinguishing or reduci ng
liability on any of its shares, pay off any paid-up share
capital which is in excess of the wants of the conpany;

and may, if and so far as is necessary, alter its nenorandum by
reducing the amount of its share capital and of its shares
accordi ngly.

(2) A special resolution wunder this sectionis in this Act
referred to as " a resolution for reducing share capital"



101.

Application to Court for cofirmng order, objections by creditors,
andsettlement of |ist of objecting creditors.

101. Application to Court for cofirmng order, objections by
creditors, and settlenment of list of objecting creditors. (1) Were a
conpany has passed a resolution for reducing share capital, it nay
apply, by petition, to the Court for an order confirmng the
reducti on.

(2) Were the-proposed reduction of share capital involves
either the dimnution of liability In respect of unpaid share capita
or the paynment to any sharehol der of any paid-up share capital, and in
any other case if the Court so directs, the foll ow ng provisions shal
have effect, subject to the provisions of sub-section (3):-

(a) every creditor of the conmpany who at the date fixed by the
Court is entitled to any debt or claimwhich, if that
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date were the comrencenent of the winding up of the conpany,
woul d be admissible in proof against the conpany, shall be
entitled 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
possi bl e without requiring an application fromany creditor
the names of those creditors and the nature and anount of
their debts or clainms, 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 fromthe right
of objecting to the reduction

(c) where a creditor entered on the Iist whose debt or
claim is not discharged or has not determned does not
consent to the reduction', the Court may, if it thinks fit,
di spense with the consent of that creditor, on the conpany
securing paynent of his debt or claimby appropriating, as

the Court may direct, the foll ow ng anount: -

(i)if the conpany adnits the full anount of the debt or

claim or, though not admitting it, is wlling to
provide for it, then, the full anmount of the debt or
claim

(ii)if the conpany does not adnmit and is not willing to

provide for the full amount of the debt or claim or if
the anobunt is contingent or not, ascertained, then, an
anount fixed by the Court after the like inquiry and
adjudi cation as if the conpany were being wound up by
the Court.

(3) Were a proposed reduction of share capital involves either



the dimnution of any liability in respect of unpaid share capital or
the paynent to any share hol der of any paid-up share capital, the
Court may, if, having regard to any special circunstances of the case,
it thinks proper so to do, direct that the provisions of sub-section
(2) shall not apply as regards any class or any classes of creditors.

102.

Order confirnming reduction and powers of court on making such order

102. Order confirm ng reduction and powers of court on naking such
order. (1) The Court, if satisfied with respect to every creditor of
the conpany who under section 101 is entitled to object to the
reduction, that either his consent to the reduction has been obtained
or his debt or claimhas been discharged, or has deternined, or has
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been secured, may nake an order confirm ng the reduction on such terns
and conditions as it thinks fit.

(2) Were 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 conpany shall, during such
peri od conmencing on, or at any time after, the date of the
order, as is specified in the order, add to its nane as the
| ast words thereof the words " and reduced " ; and

(b) make an order requiring the conpany to publish as the
Court directs the reasons for reduction or such other
information in regard thereto as the Court may t hi nk
expedient with a viewto giving proper information to the
public, and, if the Court thinks fit, the causes which led to
t he reducti on.

(3) Were a conpany is ordered to add to its name the words "and
reduced ", those words shall, until the expiration of the period
specified in the order, be deened to be part of the nane of the

conpany,
103.
Regi stration of order and m nute of reduction

103. Regi stration of order and minute of reduction.(1) The
Regi strar -

(a) on production to him of an order of the Court
confirm ng the reduction of the share capital of a conpany ;
and



(b) on the delivery to himof a certified copy of the order
and of a mnute approved by the Court showing, with respect
to the share capital of the conpany as altered by the order
(i) the anmount of the share capital, (ii) the nunber of
shares [into which it is to be divided, (iii) the amunt of
each share and (iv) the anmount, if any, at the date of the
regi stration deenmed to be paid up on each share;

shal |l register the order and mnute.

(2) On the registration of the order and ninute, and not before,
the resolution for reducing share capital as confirmed by the order
shal | take 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 requirenments of this Act with respect to
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reducti on of share capital have been conplied with, and that the share
capital of the conpany is such as is stated in the mnute.

(5) The minute when registered shall be deened to be substituted
for the corresponding part of the menorandum of the conpany, and shal
be valid and alterable as if it had been originally contained therein

(6) The substitution of any such mnute as aforesaid for part of
the nmenorandum of the company shall be deened to be an alteration of
t he menorandum wi thin the neaning and for the purposes of section 40.

104.

Liability of menmbers in respect of reduced shares..

104. Liability of nmenbers in respect of reduced shares.. (1) A
menber of the conpany, past or present, shall not be liable, in
respect of any share, to any call or contribution exceeding in anount
the difference, if any, between the anount paid on the share, or the
reduced armount, if any, which is to be deemed to have been paid
thereon, as the case nmay be, and the amobunt of the share as fixed by
the m nute of reduction:

Provided that, if any creditor entitled in respect of any debt or
claimto object to the reduction of share capital is, by reason of his
i gnorance of the proceedings for reduction or of their nature and
effect wth respect to his debt or claim not entered on the list of
creditors, and after the reduction the conpany is unable, within the
nmeani ng of section 434, to pay the anpunt of his debt or claim then-



(a) every person who was a nenber of the conpany at the

date of the registration of the order for reduction and
m nute, shall be liable to contribute for the paynent of that
debt or claiman anount not exceeding the ambunt which he
would have been Iliable to contribute if the conpany had
conmmenced to be wound up on the day inmmediately before the
said date ; and

(b) if the company is wound up, the Court, on t he
application of any such creditor and proof of his ignorance
as aforesaid, my, if it thinks fit, settle accordingly a

list of persons so 'liable to contribute, and nake and
enf orce calls and orders on the contributories settled on
the list, as if they were ordinary contributories in a

wi ndi ng up.

(2) Nothing in this section shall affect the rights of the
contributories anong thensel ves.
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105.
Penalty for concealing nane of creditor, etc.

105. Penal ty for concealing name of creditor, etc. If any officer
of the conpany-

(a) knowi ngly conceals the nane of' any creditor entitled
to object to the reduction:

(b) knowingly misrepresents the nature or anount of the
debt or claimof' any creditor. or

(c) abets of is privy to any such conceal nent or
m srepresentation as af oresai d;

he shall be punishable with inmprisonment for a termwhich nay extend
to one year, or with fine, or with both.

Vari ation of Sharehol ders Rights

106.

Alteration of rights of holders of special classes of shares.

1[106. Alteration of rights of holders of special classes of
shares. Wiere the share capital of a company is divided into different
cl asses of shares, the rights attached to the shares of any class nay
be varied with the consent in witing of not less than three-fourths
of the issued shares of that class or with the sanction of a specia
resol ution passed at a separate neeting of the holders of the issued



shares of that class--

(a) if provision with respect to such variation is contained
in the nenmorandum or articles of the conpany, or

(b) in t he absence of any such provision in t he
menorandum or articles, if such variation is not prohibited
by the terms of issue of the shares of that class.]

107.

Ri ghts of dissentient sharehol ders.

107. Rights of dissentient shareholders. (1) If in pursuance of
any provision such as is referred to in section 106, the rights
attached to any such class of shares are at any tine varied, the
hol ders of not less in the aggregate than ten per cent. of
i ssued shares of that class, being persons who did not consent to or
vote in favour of the resolution for the variation, may apply to the
Court to have the variation cancelled and where any such application
is made, the variation shall not have effect unless and until it is
confirnmed by the Court.

(2) An application wunder this section shall be nmade wthin
twenty-one days after the date on which the consent was given or the
resol uti on was passed, as the case nay be, and may be nade on behal f of
the shareholders entitled to nmake the application by such one or nore
of their number as they may appoint in witing for the purpose.

(3) On any such application, the Court. after hearing the
appl i cant and any ot her persons who apply to the Court to be heard and
appear to
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the Court to be interested in the application, may, if it 1is
satisfied, having regard to all the circunstances of the case, that
the wvariation would unfairly prejudice the shareholders of the class
represented by the applicant, disallow the variation; and shall, if
not so satisfied, confirmthe variation

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

(5) The conpany shall, within 1[thirty] days after the service
on the conmpany of any order nmade on any such application, forward a
copy of the order to the Registrar; and if default is nade in
complying with this provision, the conpany, and every officer of the
conpany who is in default, shall be punishable with fine which nay



extend to fifty rupees.

Transfer of shares and debentures

108.

Transfer not to be registered except on production of instrunent
of transfer.

108. Transfer not to be registered except on production of
i nstrument of transfer. (1) A conpany shall not register a transfer of
shares in, or debentures of, the conpany, unless a proper instrunent
of transfer duly stanped and executed by or on behalf of t he
transferor and by or on behalf of the transferee and specifying the
nane, address and occupation, if any, of the transferee, has been
delivered to the conpany along with the certificate relating to the
shares or debentures, or if no such certificate is in existence, along
with the letter of allotnent of the shares or debentures:

Provided that where, on an application in witing nade to the
conpany by the transferee and bearing the stanp required for an
instrunment of transfer, it is proved to the satisfaction of the Board
of directors that the instrunent of transfer signed by or on behalf
of the transferor and by or on behalf of the transferee has been | ost,
the conpany may register the transfer on such ternms as to indemity as
the Board may think fit:

Provided further that nothing in this section shall prejudice any
power of the company to register as sharehol der or debenture hol der
any person to whomthe right to any shares in, or debentures of, the
conpany has been transnmitted by operation of |aw.

2[ 3[ (1A) Every instrunent of transfer of shares shall be in such
formas may be prescribed, and-

(a) every such formshall, before it is signed by or on
behal f of the transferor and before any entry is made
therein, be presented to the prescribed authority, being a
per son

1 Subs. by Act 31 of 1965, s. 62 and Sch., for "fifteen" (we.f.
15-10- 1965) .

2 1Ins. by s. 13, ibid. (we.f. 1-4-1966).

3 Subs. by Act 37 of 1966, s. 2. for sub-sections (1A), (1B) and
(10 (w.e.f. 1-4-1966).
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already in the service of the Governnent, who shall stamp or
otherwi se endorse thereon the date on which it is so
presented, and

(b) every instrunent of transfer in the prescribed form
with the date of such presentation stanped or otherw se en-
dorsed thereon shall, after it is executed by or on behal f of
the transferor and the transferee and conpleted in all other
respects, be delivered to the conpany, -

(i)in the case of shares dealt in or quoted on a re-
cogni sed stock exchange, at any tinme before the date on
which the register of nmenbers is closed, in accordance
with law, for the first tine after the date of the
presentation of the prescribed formto the prescribed
authority under clause (a) or within 1[twel ve nont hs]
fromthe date of such presentation, whichever is latter

(ii) in any other case, within two nonths fromthe date
of such presentation.

(1B) Notwithstandi ng anything contained in sub-section (1A), -an
i nstrument of transfer of shares, executed before the commencenent of
section 13 of the Conpanies (Anmendnent) Act, 1965, (31 of 1965). or
executed after such comrencenent in a formother than the prescribed
form shall be accepted by a conpany, -

(a) in the case of shares dealt in or quoted on a
recogni sed stock exchange, at any tinme not later than the
expiry of six nonths fromsuch conmencenent or the date on
which the register of menbers is closed, in accordance wth
law, for the first time after such comrencenent, whichever is
| ater;

(b) in any other case, at any time not Ilater than t he
expiry of six nonths from such comencenent.

(1C) Nothing contained in sub-sections (1A) and (1B) shal
apply to-

(A any share-

(i)which is held by a conmpany in any other body corporate in
the nane of a director or nominee in pursuance of sub-section
(2), or as the case may be, sub-section(3), of section 49, or

(ii) which is held by a corporation, owned or controlled by
the Central CGovernnent or a State Government, in any other
body corporate in the name of a director or nom nee, or

1. Subs. by Act 31 of 1988, s.15 (w.e.f.15-6-1988).
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(iii) in respect of which a declaration has been nmade to
the Public Trustee under section 153B
if-

(1) the company or corporation, as the case may be, stanps
or otherw se endorses, on the formof transfer in respect of
such share, the date on which it decides that such share
shall not be held in the nane of the said director or nom nee
or, as the case may be, in the case of any share in respect
of which any such declaration has been made to the Public
Trustee, the Public Trustee stanps or otherw se endorses, on
the formof transfer in respect of such share under his seal
the date on which the formis presented to him and

(2) the instrunent of transfer in such form duly conpleted
in all respects, is delivered to the-

(a) body corporate in, whose share such conpany or
corporation has nade investnent in the name of its director
or nomi nee, or

(b) conpany in which such share is held in trust, wthin
two months of the date so stanped or otherw se endorsed ; or

(B) any share deposited by any person with-

(i) the State Bank of India, or
(ii) any schedul ed bank, or

(iii)any banking conpany (other than a schedul ed bank)
or financial institution approved by the Centra
Governnent by notification in the Oficial Gazette (and
any such approval may be accorded so as to be retros-
pective to any date not earlier than the 1st day of
April, 1966), or

(iv) the Central Covernnent or a State Governnent or
any corporation owned or controlled by the Centra
Governnment or a State CGovernnent,

by way of security for the repaynment of any |oan or ad-
vance to, or for the performance of any obligation
undertaken by, such person, if-

(1) the bank, institution, Government or corporation
as the case may be, stanps or otherw se endorses on the
formof transfer of such share-

(a)the date on which such share is returned by it to
t he depositor, or



(b)in the case of failure on the part of the depositor to
repay the loan or advance or to performthe obligation, the
date on which such share is released for sale by such bank
institution, CGovernnent or corporation, as the case may be,
or

(c)where the bank, institution, Governnent or corporation
as the case may be, intends to get such share registered in
its own nanme, the date on which the instrument of transfer
relating to such share is executed by it; and

(2)the instrunment of transfer in such form duly conpleted
in all respects, is delivered to the conmpany wthin two
mont hs fromthe date so stanped or endorsed.

Expl anati on. -\Were any investnent by a conmpany or a cor-
poration in the nane of its director or nomnee referred to
in clause (A) (i) or clause (A (ii), or any declaration
referred to in clause (A) (iii), or any deposit referred to
in clause (B), of this sub-section is nade after the expiry
of the period or date nmentioned in clause (a) of sub-section
(1B) or after the expiry of the period nentioned in clause
(b) of that sub-section, as the case nmay be, the form of

transfer, in respect of the share which is the subject of
such investment, declaration or deposit, neans the prescribed
form or

(O any share which is held in any conpany by the Centra
Governnent or a State Governnment in the name of its nom nee,
except that every instrument of transfer which is executed on
or after the 1st day of COctober, 1966, in respect of any such
share shall be in the prescribed form]

(1D) Notwithstanding anything in sub-section (1A) or sub-section
(1B) 1[or sub-section (1C)], where in the opinion of the Central Cov-
ernment it is necessary so to do to avoid hardship in any case, that
Covernnent may on an application nade to it in that behal f, extend the
peri ods nmentioned in those sub-sections by such further tinme as it my
deem fit 1[whether such application is nmade before or after the expiry
of the periods aforesaid]; and the nunber of extensions

1 Ins. by Act 37 of 1966, s. 2 (w.e.f. 1-4-1966).
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grant ed hereunder and the period of each such extension shall be shown
in the annual report laid before the Houses of Parlianment under
section 638.]

(2) In the case of a conmpany having no share capital, sub-
section (1) shall apply as if the references therein to shares were
references instead to the interest of the nenber in the conpany.



1[(3) Nothing contained in this section shall apply to transfer of
security effected by the transferor and the transferee both of whone
are entered as beneficial owners in the records of a depository.]

108A

Restriction on acquisition of certain shares.

2[ 108A. Restriction on acquisition of certain shares.(1l) Except
with the previous approval of the Central CGovernment, no individual
firm group, constituent of a group, body corporate or bodies
corporate under the sane nanagenent, shall jointly or severally
acquire or agree to acquire, whether in his or its own name or in the
nane of any other person, any equity shares in a public conmpany, or a
private conmpany which is a subsidiary of a public conpany, iif the
total nomninal value of the equity shares intended to be so acquired
exceeds, or would, together with the total nomi nal value of any equity
shares already held in the conpany by such individual, firm group,
constituent of a group, body corporate or bodies corporate under the
same nmanagenent, exceed twenty-five per cent. of the paid-up equity
share capital of such conpany.

(2) Where any individual, firmgroup constituent of a group, body
corporate or bodies corporate under the same managenent (hereafter in
this Act referred to as the acquirer), is prohibited, by sub-section
(1), fromacquiring or agreeing to acquire except with the previous
approval of the Central CGovernnent, any share of a public conpany or a
private conpany which is a subsidiary of the conpany, no-

(a) conpany in which not less than fifty-one per cent of
the share capital is held by the Central Governnent; or

(b) corporation (not being a conmpany) established by or
under any Central Act; or

(c) financial institution,

shall transfer or agree to transfer any share to such acquirer unless
such acquirer has obtained the previous approval of the Centra
Governnent for the acquisition, or agreenent for the acquisition, of
such share.

108B

Restriction on transfer of shares.

108B. Restriction on transfer of shares. (1) Every body corporate
or bodi es corporate under the same nmanagenent, hol ding, whether singly
or in the aggregate, ten per cent. or nore of the nom nal value of the
subscribed equity share capital of any other conpany shall, before
transferring one or nore of such shares, give to the Centra
Governnment an intimation of its or their proposal to transfer such
share, and every such intimation shall include a statenent as to the
particulars of the share proposed to be transferred, the nane and
address of the person to whomthe share is proposed to be transferred,



the share holding, if any, of the proposed transferee in the concerned
conmpany and such other particulars as nay be prescribed.

(2) Were, on receipt of an intimation given under sub-section
(1) or otherwise, the Central Governnent is satisfied that as a
result of such transfer, a change in the conposition of the Board of
directors of the conpany is likely to take place and that such change
woul d be prejudicial to the interests of the conpany or to the public
interest, it may, by order, direct that-

(a) no such share shall be transferred to the proposed
transferee:

Provided that no such order shall preclude the body
corporate or bodies corporate fromintimating in accordance
with the provisions of sub-section (1), to the Centra
Governnent its or their proposal to transfer the share to any
ot her person, or

(b) where such share is held in a conpany engaged in any
i ndustry specified in Schedul e XV, such share shall be trans-
ferred to the Central Government or to such corporation owned
or controlled by that Government as may be specified in the
direction.

(3) Where a direction is made by the Central CGovernment under
cl ause (b) of sub-section (2), the share referred to in such direction
shal | stand transferred to the Central Governnment or to t he
Corporation specified therein, and the Central Government or the
specified corporation, as the case may be, shall pay. in cash, to the
body corporate or bodies corporate from which such share stands
transferred, an anmount equal to the market value of such share, within
the time specified in sub-section (4).

Expl anation.--1n this sub-section, "nmarket value" neans, in the
case of a share which is quoted on any recogni sed stock exchange, val ue
guoted at such stock exchange on the date i mediately preceding the
date on which the direction is nade, and, in any other case, such
value as may be mutually agreed upon between the holder of the share
and the Central Governnment or the specified corporation, as the case
may be, or in the absence of such agreenment, as may be determined by
the court.

(4) The market value referred to in sub-section (3) shall be
given forthwith, where there is no dispute as to such value or where
such val ue has been nutually agreed upon, but where there is a dispute
as to the market value, such value as is estimated by the Centra
CGovernnent or the corporation, as the case may be, shall be given
forthwith and the balance, if any, shall be given within thirty days
fromthe date when the market value is determned by the court.

(5) If the Central Governnent does not make any direction under
sub-section (2) within sixty days fromthe date of receipt by it of
the intimation given under sub-section (1), the provisions contained
in sub-section (2) with regard to the transfer of such share shall not

apply.

108C



Restriction on the transfer of shares of foreign conpanies.

108C. Restriction on the transfer of shares of foreign conpanies.
No body corporate or bodies corporate under the sane managenent, which
holds. or hold in the aggregate, ten per cent. or nore of the nom na
value of the equity share capital of a foreign conpany, having an
established place of business in India, shall transfer any share in
such foreign conpany to any citizen of India or any body corporate
i ncorporated in India except with the previous approval of the Centra
CGover nnent and such previous approval shall not be refused unless the
Central Governnment is of opinion that such transfer would be
prejudicial to the public interest.

108D

Power of Central CGovernnent to direct conpanies not to give effect tothe

transfer.

108D. Power of Central CGovernnent to direct conpanies not to give
effect to the transfer. (1) Were the Central Government is satisfied
that as a result of the transfer of any share or block of shares of a
conpany, a change in the controlling interest of the conpany is likely
to take place and that such change would be prejudicial to the
interests of the conpany or to the public interest,that CGovernnent may
direct the conpany not to give effect to the transfer of any such
share or block of shares and-

(a)where the transfer of such share or block of shares has
al ready been registered, not to permt the transferee or any
nomi nee or proxy of the transferee, to exercise any voting or
other rights attaching to such share or bl ock of shares; and

(b) where the transfer of such share or bl ock of shares has
not been registered, not to pernit any nomi nee or proxy of
the transferor to exercise any voting or other rights
attaching to such share or block of shares.

(2) \here any direction is given by the Central Governnent
under sub-section (1), the share or the block of shares referred to
therein shall stand retransferred to the person fromwhomit was
acquired, and thereupon the anmount paid by the transferee for the
acqui sition of such share or block of shares shall be refunded to him
by the person to whom such share or bl ock of shares stands
or stand retransferred.

(3)If the refund referred "GO in sub-section (2) is not nade
within the period of thirty days fromthe date of the direction
referred to in sub-section (1), the Central CGovernnment shall, on the
application of the person entitled to get the refund, direct, by
order, the refund of such anmobunt and such order may be enforced as if
it were a decree nmade by a civil court.

(4) The person to whom any share or block of shares stands or
stand retransferred under sub-section (2) shall, on making refund
under sub-section (2) or sub-section (3), be eligible to exercise
voting or other rights attaching to such share or bl ock of shares.



108E

Time within which refusal to be conmuni cat ed.

108E. Tine within which refusal to be conmuni cated. Every request
made to the Central Government for according its approval to the
proposal for the acquisition of any share referred to in section 108A
or the transfer of any share referred to in section 108C shall be
presuned to have been granted unless, within a period of sixty days
from the date of receipt of such request, the Central Governnent
communi cates to the person by whomthe request was nade, that the
approval prayed for cannot be granted.

108F

Not hing in sections 108A to 108D to apply to Government conpanies, etc.

108F.Nothing in sections 108A to 108D to apply to Governnent
conmpani es, etc. Nothing contained in section 108A [except sub-section
(2) thereof] shall apply to the transfer of any share to, and nothing
in section 108B or section 108C or section 108D shall apply to the
transfer of any share by-

(a) any conpany in which not less than fifty-one per cent.
of the share capital is held by the Central Governnent;

(b) any corporation (not being a conpany) established by or
under any Central Act;

(c) any financial institution

108G

Applicability of the provisions of sections 108A to 108F

108G Applicability of the provisions of sections 108A to 108F
The provisions of sections 108A to 108F (both inclusive) shall apply
to the acquisition or transfer of shares or share capital by, or to,
an individual, firm group, constituent of a group, body corporate or
bodi es corporate under the same managenent, who or which-

(a) is, in case of acquisition of shares or share capital
the owner in relation to a dominant undertaking and there
woul d be, as a result of such acquisition, any increase-

(i)in the production, supply, distribution or control of any
goods that are produced, supplied, distributed or controlled
in India or any substantial part thereof by that doni nant
undert aki ng, or

(ii)in the provision or control of any services that are



rendered in India or any substantial part thereof by that
dom nant undert aki ng; or

(b) would be, as a result of such acquisition or transfer of
shares or share capital, the owner of a dom nant undert aki ng;
or
(c)is, in case of ,transfer of shares or share capital, the
owner in relations to a dom nant undert aki ng.

108H
Penalty for acquisition or transfer of share in contravention

of secti ons
108A to 108D

108H. Construction of certain expressions used in sections 108A to

108G The expressions "group", "sane managenent ", "fi nanci al
institution", "dom nant undertaking" and "owner" used in sections 108A
to 108G (both inclusive), shall have the neanings respectively

assigned to themin the Monopolies and Restrictive Trade Practices Act,
1969 (54 of 1969).

3[108-1.Penalty for acquisition or transfer of share in
contravention of sections 108A to 108D. (1) Any person who acquires
any share in contravention of the provisions of section 108A shall be
puni shable with inprisonnent for a termwhich nay extend to three
years, or with fine which my extend to five thousand rupees, or wth
bot h.

(2) (a) Every body corporate which nakes any transfer of shares
without giving any intinmation is required by section 108B, shall be
puni shable with fine which may extend to five thousand rupees.

(b) Were any contravention of the provisions of section 108B
has been nmde by a conpany, every officer of the conpany. who in
default shall be punishable with inprisonnent for a term which nay
extend to three years, or with fine which my extend to five thousand
rupees, or with both.

(3) (a) Every body corporate which nakes any transfer of shares
in contravention of the provisions of section 108C, shall be punish-
able with fine which may extend to five thousand rupees.

(b) Where any contravention of the provisions of section 108C
has been made by a conpany, every officer of the conpany who is in
default shall be punishable with inprisonnent for a termwhich may ex-
tend to three years, or with fine which my extend to five thousand
rupees, or with both.

(4) (a) Every person who transfers any share in contravention of
any order made by the Central Governnent under section 108B, or gives
effect to any transfer of shares nade in contravention of any
direction made by the Central Government under section 108D, or who
exerci ses any voting right in respect of any share in contravention of
any direction made by the Central Governnment under section 108D, shal
be punishable with inprisonnent for a termwhich may extend to five



years and shall also be liable to fine.

(b) If any company gives effect to any voting or other right
exercised in relation to any share acquired in contravention of the
provi sions of section 108B, or which gives effect to any voting right
in contravention of any direction nmade by the Central Governnent under
section 108D the conpany shall be punishable with fine which nmay
extend to five thousand rupees, and every officer of the conmpany who
is in default shall be punishable with inprisonnent for a term which
may exetend to three years, or with fine which nay extend to five tho-
usand rupees, or with both.

1 Ins. by Act 22 of 1996, s.31 and Sch. (w. e.f. 20-9-1995).

2 Sections 108A to 108H were ins. by Act 41 of 1974, s. 12
(we.f. 1-2-1975) and onitted by Act 30 of 1984, s. 52
(w.e.f. 1-8-1984) now ins. by Act 58 of 1991, s. 28
(w.e.f. 27-9-1991).

3. Ins. by Act 58 of 1991, s.28 (w e.f. 27-9-1991).
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109.

Transfer by | egal representative.

109. Transfer by |l egal representative. A transfer of the share or
other interest in a conpany of a deceased nenber thereof nmade by his
| egal representative shall, although the Iegal representative is not
hinself a menber, be as valid as if he had been a nmenber at the tine
of the execution of the instrunent of transfer

110.

Application for transfer

110. Appl i cati on for transfer.(1) An application for t he
registration of a transfer of the shares or other interest of a nenber
in a conmpany nmay be nmade 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 registered, unless the
conpany gives notice of the application to the transferee and the
transferee nmkes no objection to the transfer within two weeks from
the recei pt of the notice.



132D

(3) For the purposes of sub-section (2), notice to t he
transferee shall be deened to have been duly given if it is despatched
by pre-paid registered post to the transferee at the address given in
the instrunent of transfer and shall be deenmed to have been duly deli-
vered at the tinme at which It would have been delivered in the
ordi nary course of post.

111.

Power to refuse registration and appeal agai nst refual

1[ 111. Power to refuse registration and appeal against refual. (1)
I f a conpany refuses, whether in pursuance of any power of the conpany
under its articles or otherwise, to register, the transfer of, or the
transm ssion by operation of law of the right to, any shares or
interest of a menber in, or debentures of, the conpany, it shall,
within two nonths fromthe date on which the instrunent of transfer
or the intimation of such transnission, as the case nay be, was
delivered to the conpany, send notice of the refusal to the transferee
and the transferor or to the person giving intimation of such
transm ssion, as the case may be, giving reasons for such refusal

(2) The transferer or transferee, or the person who gave inti-
mati on of the transmi ssion by operation of |aw, as the case may be,
may appeal to the Conpany Law Board agai nst any refusal of the conpany
to register the transfer or transnission, or against any failure on
its part within the period referred to in subsection (1), either to
register the transfer or transmission or to send notice of its refusa
to register the sane.

(3) An appeal under sub-section (2) shall be made within two
months of the receipt of the notice of such refusal or, where no
noti ce has been sent by the conpany, within four nonths fromthe date
on whi ch the instrument of transfer, or the intimation of
transm ssion, as the case may be', was delivered to the conpany.

(4) 1f-

(a) t he nanme of any person-

(i) is, wthout sufficient cause, entered in the
regi ster of nenbers of a conpany, or

(ii) after having been entered in the register, is, wthout
sufficient cause, omtted therefrom or

(b) default is made, or unnecessary delay takes place, in
entering in the register the fact of any person having
becone, or ceased to be, a nenber [including a refusal under
sub-section (1)],

the person aggrieved, or any nenber of the conpany, or the conpany,



may apply to the Conpany Law Board for rectification of the register

(5) The Conpany Law Board, while dealing with an appea
preferred under sub-section (2) or an application nmade under sub-
section (4) nmay, after hearing the parties, either disniss the appea
or reject the application, or by order-

(a) direct that the transfer or transmssion shall be
regi stered by the conpany and the conpany shall comply wth
such order within ten days of the receipt of the order; or

(b) direct rectification of the register and also direct
t he conpany to pay danmges, if any, sustained by any
party aggrieved.

(6) The Company Law Board, while acting under sub-section (5),
at its discretion nake-

nay,

(a) such interim orders, including any orders as to
i njunction or stay, as it may deemfit and just;

(b) such orders as to costs as it thinks fit; and

(c) incidental or consequential orders regardi ng paynent of
dividend or the allotnment of bonus or rights shares.

(7) On any application under this section, the Conpany Law
Boar d-

(a) may decide any question relating to the title of any
person who is a party to the application to have his nane
entered in, or omtted from the register

(b) ogenerally, my decide any question which it is neces-
sary or expedient to decide in connection with t he
application for rectification.

(8) The provisions of sub-sections (4) to (7)shall apply in
relation to the rectification of the register of debenture-holders as
they apply in relation to the rectification of the register of
nmenbers.

(9) If default is nmade in giving effect to the orders of the
Conpany Law Board under this section, the conmpany and every officer of
the conpany who is in default shall be punishable with fine which may
extend to one thousand rupees, and with a further fine which my
extend to one hundred rupees for every day after the first day after
whi ch the default continues.

(10) Every appeal or application to the Conpany Law Board under
sub-section (2) or sub-section (4) shall be nade by a petition in
writing and shall be acconpanied by such fee as nmay be prescribed.

(11) In the case of a private conpany which is not a subsidiary
of a public conpany, where the right to any shares or interest of a
menber in, or debentures of, the conmpany is transmitted by a sale
thereof held by a court or other public authority, the provisions of
sub-sections (4) to (7) shall apply as if the conpany were a public



conpany:

Provided that the Conpany Law Board may, in lieu of an order
under sub-section (5), pass an order directing the conpany to register
the transmission of the right unless any nenber or nenbers of the
conpany specified in the order acquire the right aforesaid within such
time as may, be allowed for the purpose by the order, on paynment to
t he purchaser of the price paid by himtherefore or such other sum as
the Conpany Law Board may deternmine to be a reasonable conpensation
for the right in all the circunstances of the case.

(12)I1f default is nmade in conplying with any of the provisions of
this section, the conpany 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.

(13) Nothing in this section and section 108, 109 or 110 shal
prejudi ce any power of a private conpany under its articles to enforce
the restrictions contained therein against the right to transfer the
shares of such conpany.

2[(14) In this section "conmpany" neans a private conpany and in-
cludes a private conpany whi ch had become a public conmpany by virue of
section 43A of this Act.]

1. Subs. by Act 31 of 1988, s.16 (w e.f. 31-5-1991).

2. Ins. by Act 22 of 1996, S.31 and Sch. (w.e.f. 20-9-1995).

133.

111A

Rectification of register of transfer

1[111A. Rectification of register of transfer. (1) In this
section, wunless the context otherwise requires, "conpany" neans a
conpany other than a conpany referred to in sub-section (14) of
section 111 of this Act.

(2) Subject to the provisions of this section, the shares or
debentures and any interest therein of a conpany shall be freely
transferabl e.

(3) The Conpany Law Board may, on an application made by a
depository, conpany, participant or investor or the Securities and
Exchange Board of India within two nonths fromthe date of transfer of
any shares or debentures held by a depository or fromthe date on
whi ch the instrunent of transfer or the intimtion of transm ssion was
delivered to the conpany, as the case nay, be, after such enquiry as it
thinks fit, direct any conpany or depository to rectify register or
records if t he transfer of +the shares or debentures is in



contravention of any of the provisions of the Securities and Exchange
Board of India Act, 1992 (15 of 1992), or regul ati ons nade thereunder
or the Sick Industrial Conpanies (Special Provisions) Act, 1985 (1 of
1986) .

(4) The Conpany Law Board while acting under sub-section (3),
may at its descretion make such interimorder as to suspend the voting
rights before making or conpl eting such enquiry.

(5) The provisions of this section shall not restrict the

right of a holder of shares or debentures, to transfer such shares or
debentures and any person acquiring such shares or debentures shall be
entitled to voting rights unless the voting rights have been suspended
by an order of the Conpany Law Board.

(6) Notwi thstanding anything contained in this section, any
further transfer, during the pendency of the application with the
Company Law Board, of shares or debentures shall entitle t he
transferee to voting rights unless the voting rights in respect of
such transferee have al so been suspended.

(7) The provisions of sub-sections (5), (7), (9), (10) and (12)
of section 111 shall, so far as nmay be, apply to the proceedings
before the Conpany Law Board under this section as they apply to the
proceedi ngs under that section].

1. Ins. by Act 22 of 1986, s. 31 and Sch. (20-9-1995).
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112.

Certification of transfers.

112. Certification of transfers.(1l) The certification by a
conpany of any instrunent of transfer of shares in, or debentures of,
t he conpany, shall be taken as a representation by the conpany to any
person acting on the faith of the certification that there have been
produced to the conpany such docunents as on the face of them show a
prima facie title to the shares or debentures in the transferor naned
in the instrument of transfer, but not as a representation that the
transferor has any title to the shares or debentures.

(2) Were any person acts on the faith of an erroneous
certification made by a conpany negligently, the conpany shall be
under the sane liability to himas if the certification had been nade
fraudul ently.

(3) For the purposes of this section-

(a) an instrunent of transfer shall be deened to be
certificated if it bears the words " certificate |odged " or



words to the |ike effect ;

(b) the certification of an instrument of transfer shall be
deenmed to be nmade by a conpany, if-

(i) the person issuing the certificated instrunent is a
person authorised to issue such instrunents of transfer on
t he conpany's behal f ; and

(ii) the certification is signed by any officer or servant
of the conpany or any other person, authorised to certificate
transfers on the company's behalf, or if a body corporate
has been so authorised, by any officer or servant of that
body corporat e;

(c) a certification shall be deened to be signed by any
person, if it purports to be authenticated by his signature
unless it is shown that the signature was placed there
neither by hinmself nor by any person authorised to use the
signature for the purpose of certificating transfers on the
conpany's behal f.

I ssue of Certificate of Shares, etc.

113.

Limtation of tinme for issue of certificates.

113. Limtation of time for issue of certificates. (1) 1[ Every
conpany, unless prohibited by any provision of |aw or of any order of

any court, tribunal or other authority, shall, within three nonths
after the allotnent of any of its shares, debentures or debenture
st ock, and within tw nonths after the application for t he

registration of the transfer of any such shares, debentures or
debenture stock, deliver, in accordance with the procedure laid down
in section 53, the certificates of all shares, debentures and
certificates of debenture stocks allotted or transferred:

Provi ded that the Conpany Law Board may, on an application being
made to it in this behalf by the conpany, extend any of the periods
within which the certificates of all debentures and debenture stocks
allotted or transferred shall be delivered under this sub-section, to
a further period not exceeding nine nonths, if it is satisfied that it
is not possible for the conpany to deliver such certificates wthin
the said periods.]

1. Subs. by Act 31 of 1988, s.17 (we.f. 15-6-1988).
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The expression "transfer", for the purposes of this sub-section



means a transfer duly stanped and otherwi se valid, and does not
i nclude any transfer which the conpany is for any reason entitled to
refuse to register and does not register

(2) If default is made in conplying with sub-section (1), the
conpany, and every officer of the conpany who is in default, shall be
puni shabl e with fine which may extend to five hundred rupees for every
day during which the default continues.
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(3) If any conpany on which a notice-has been served requiring
it to nake good any default in conplying with the provisions of sub-
section (1), fails to nake good the default within ten days after the
service of the notice, the 1[Conpany Law Board] nmay, on t he
application of the person entitled to have the certificates or the
debentures delivered to him nake an order directing the company and
any officer of the conpany to make good the default within such tinme
as may be specified in the order; and any such order may provide that
all costs of and incidental to the application shall be borne by the
conpany or by any officer of the conpany responsible for the default.

2[ (4) Notwi t hstandi ng anything contained in sub-section (1), where
the securities are dealt with in a depository, the conpany shall inti-
mate the details of allotnent of securities to depository i mediately on
al l ot ment of such securities.]

Share warrants

114.

| ssue and effect of share warrants to bearer

114. 1 ssue and effect of share warrants to bearer. (1) A public
conpany limted 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 commopn seal a warrant stating
that the bearer of the warrant is entitled to the shares therein
specified, and may provide, by coupons or otherw se, for the paynent
of the future dividends on the shares specified in the warrant.

(2) The warrant aforesaid is in this Act referred to as a "share
warrant".

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

115.

Share warrants and entries in register of nenbers.



115. Share warrants and entries in register of menbers. (1) On the
i ssue of a share warrant, the conpany shall strike out of its register
of menbers the nane of the nenber then entered therein as holding the
shares specified in the warrant as if he had ceased to be a nenber,
and shall enter in that register the follow ng particulars, nanely:-

(a) the fact of the issue of the warrant;

(b) a statenment of the shares specified in the warrant,
di stingui shing each share by its nunber; and

(c) the date of the issue of the warrant.

(2) The bearer of a share warrant shall, subject to the articles
of the conpany, be entitled, on surrendering the warrant for cancell a-
tion and payi ng such fee to the conpany as the, Board of directors may
from time to tinme determne, to have his nane entered as a nmenber in
the regi ster of nenbers

1. Subs. by Act 31 of 1988, s.17 (w.e.f. 31-5-1991).

2. Ins. by Act 22 of 1996, s.31 and Sch. (w e.f. 20-9-1995).
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(3) The conpany shall be responsible for any loss incurred by
any person by reason of the conpany entering in its register of mem
bers the nane of a bearer of a share warrant in respect of the shares
therein specified, wthout the warrant being surrendered and
cancel | ed.

(4) Until the warrant is surrendered, the particulars specified
in sub-section (1) shall be deened to be the particulars required by

this Act to be entered in the register of nenbers ; and, on the
surrender, the date of the surrender shall be entered in that
register.

(5) Subject to the provisions of this Act, the bearer of a share
warrant may, if the articles of the conpany so provide, be deened to
be a nenber of the conpany within the neaning of this Act, for any
pur poses defined in the articles.

(6) |If default is nmade in conplying with any of the requirenents
of this section, the conpany and every officer of the conpany who is

in default, shall be punishable with fine which my extend to fifty
rupees for every day during which the default continues.

Penalty for personation of sharehol der

116.



Penalty for personation of sharehol der.

116. Penalty for personation of shareholder. |If any person
deceitfully personates an owner of any share or interest in a conpany
or of any share warrant or coupon issued in pursuance of this Act, and
thereby obtains or attenpts to obtain any such share or interest or
any such share warrant or coupon, or receives or attenpts to receive
any noney due to any such owner, he shall be punishable wth
i mprisonment for a termwhich nmay extend to three years and shal
also be liable to fine.

Speci al Provisions as to Debentures

117.

Debentures with voting rights not to be issued hereafter

117. Debentures with voting rights not to be issued hereafter. No
conmpany shall, after the comrencenent of this Act, issue any
debentures <carrying voting rights at any neeting of the conpany
whet her generally or in respect of particular classes of business.

118.

Ri ght to obtain copies of and inspect trust deed.

118. Right to obtain copies of and inspect trust deed. (1) A copy
of any trust deed for securing any issue of debentures shall be
forwarded to the holder of any such debentures or any menber of the
conpany, at his request and within seven days of the naking thereof,
on paynent -

(a) in the case of a printed trust deed, of 1[such sumas may be
prescribed]; and

1. Subs. by Act 31 of 1988, s.67 (w.e.f. 15-7-1988).
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(b) in the case of a trust deed which has not been printed, of
1[such sum as my be prescribed for] every one hundred words or
fractional part thereof required to be copied.

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



conti nues.

(3) The 2[Conpany Law Board] also, by order. direct that the
copy required shall forthwith be sent to the person requiring it.

(4) The trust deed referred to in sub-section (1) shall also be
open to inspection by any menber or debenture hol der of the conpany in
the sane manner, to the same extent, and on paynment of the sane fees,
as if it were the register of nenbers of the conpany.

119.

Liability of trustees for debenture hol ders.

119. Liability of trustees for debenture holders. (1) Subject to
the provisions of this section, any provision contained in a trust
deed, for securing an issue of debentures, or in any contract with the
hol ders of debentures secured by a trust deed, shall be void in so far
as, it would have the effect of exenpting a trustee thereof from or
i ndemi fying himagainst liability for breach of trust, where he fails
to show the degree of care and diligence required of himas trustee,
having regard to the provisions of the trust deed conferring on him
any powers, authorities or discretions.

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

(a) any release otherwise validly given in respect of
anything done or onmtted 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 mpjority of not |Iess
than three fourths in value of the debenture holders
present and voting in person or, where proxies are per-
mtted, by proxy, at a neeting sumoned for the purpose;
and

(ii)either with respect to specific acts or conmm ssions
or on the trustee dying or ceasing to act.

(3) Sub-section (1) shall not operate-
(a) to invalidate any provision in force at the
commencenment of this Act so long as any person then

entitled to the benefit of that provision or afterwards
gi ven the benefit

1. Subs. by Act 31 of 1988, s.67 (w.e.f. 15-7-1988).

2. Subs. by s.67, ibid, (we.f. 31-5-1991).
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t hereof under sub-section (4) remains a trustee of the deed
i n question; or

(b) to deprive any person of any exenption or right to be
indemified in respect of anything done or onitted to be done
by hi mwhile any such provision was in force.

(4) Wiile any trustee of a trust deed remains entitled to the
benefit of a provision saved by sub-section (3), the benefit of that
provi sion may be given either-

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

(b) to any naned trustees or proposed trustees thereof;

by a resol ution passed by a majority of not less than three-fourths in
val ue of the debenture hol ders present in person or, where proxies are
permtted, by proxy, at a neeting called for the purpose in accordance
with the provisions of the deed or, if the deed nakes no provision for
calling neetings, at a neeting called for the purpose in any nanner
approved by the Court.

120.

Per pet ual debent ures.

120. Per petual debentures. A condition contained in any debentures
or in any deed for securing any debentures, whether issued or executed
before or after the commencenent of this Act, shall not be invalid by
reason only that thereby, the debentures are nmade irredeemable or
redeenabl e only on the happeni ng of a contingency, however renote, or
on the expiration of a period, however I|ong.

121.

Power to re-issue redeened debentures in certain cases.

121. Power to re-issue redeenmed debentures in certain cases. (1)
Where either before or after the commencenent of this Act, a conpany
has redeenmed any debentures previously issued, then,-

(a) wunless any provision to the contrary, whether express
or inplied, is <contained in the articles, or in the
conditions of issue, or in any contract entered into by the
conpany; or

(b) unless the conpany has, by passing a resolution to that
effect or by some other act, nmanifested its intention that
t he debentures shall be cancell ed

the conpany shall have, and shall be deened al ways to have had, the



right to keep the debentures alive for the purposes of re-issue ; and
in exercising such a right, the company shall have. and shall be
deened al ways to have had, power to re-issue the debentures either by
re-issuing the same debentures or by issuing other debentures in their
pl ace.
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(2) Upon such re-issue, the person entitled to the debentures
shall have, and shall be deened al ways to have had, the sane rights
and priorities as if the debentures had never been redeened.

(3) Where with the object of keeping debentures alive for the
purpose of re-issue, they have, either before or after the commence-
ment of this Act, been transferred to a noninee of the conpany, a
transfer fromthat nonminee shall be deemed to be a re-issue for the
pur poses of this section.

(4) \Were a conpany has, either before or after the comrencenent
of this Act, deposited any of its debentures to secure advances from
time to tinme on current account or otherw se, the debentures shall not
be deened to have been redeened by reason only of the account of the
conmpany having ceased to be in debit whilst the debentures remai ned so
deposi ted.

(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 conmpany, whether the re-issue or
i ssue was nade before or after the commrencenent of this Act, shall be
treated as the issue of a new debenture for the purposes of stanp
duty, but it shall not be so treated for the purposes of any provision
limting the anount or nunber of debentures to be issued:

Provided that any person |lending noney on the security of a
debenture re-issued under this section which appears to be duly
stamped nmay give the debenture in evidence in any proceedings for
enforcing his security wthout paynment of the stanmp duty or any
penalty in respect thereof, unless he had notice or, but for his
negli gence, might have discovered, that the debenture was not duly
stanmped ; but in any such case the conpany shall be liable to pay the
proper stanp duty and penalty.

(6) Nothing in this section shall prejudice-

(a) the operation of any decree or order of a Court of
conpetent jurisdiction 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;

(b) where an appeal has been preferred against any such
decree or order 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 otherw se satisfied or extinguished,
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reserved to a conpany by its debentures or the securities for the

sane.
122.
Speci fic performance of contract to subscribe for debentures.

122. Specific performance of contract to subscribe for debentures.
contract wth a conpany to take up and pay for any debentures of the
conpany rmay be enforced by a decree for specific performance.

123.
Payments of certain debts out of assets subject to floating charge

npriority
to clains under the charge.

123. Paynents of certain debts out of assets subject to floating
charge in priority to clains under the charge. (1) Were either-

(a) a receiver is appointed on behalf of the holders of any
debentures of a conpany secured by a floating charge; or

(b) possession is taken by or on behalf of those debenture
hol ders of any property conprised in or subject to the

char ge;
then, if the conpany is not at the tinme in course of being wound up
the debts which in every winding up are, under the provisions of Part
VIl relating to preferential paynments, to be paid in priority to al

other debts, shall be paid forthwith out of any assets coming to the
hands of the receiver or other person taking possession as aforesaid
in priority to any claimfor principal. or interest in respect of the
debent ures.

(2) In the application of the provisions aforesaid, section 530
shal |l be construed as if the provision for paynent of accrued-holiday
renmuneration becom ng payable on the term nati on of enploynment before
or by the effect of the winding up order or resolution were a
provision for paynent of such renuneration becomi ng payable on the
term nation of enploynent before or by the effect of the appointnent
of the receiver or possession being taken as aforesaid.

(3) The periods of time nentioned in the said provisions of Part
VIl shall be reckoned fromthe date of appointnment of the receiver or
of possession being taken as aforesaid, as the case may be.

(4) Were the date referred to in sub-section (3) occurred



before the commencenent of this Act, sub-sections (1) and (3) shal
have effect wth the substitution, for references to the said

provisions of Part VII, of references to the provisions which, by
virtue of sub-section (9) of section 530, are deened to remain in
force in the case therein nentioned, and subsection (2) shall not
apply.

(5) Any paynents nmade under this section shall be recouped, as
far as may be, out of the assets of the conpany available for paynent
of general creditors.

141.

PART V

REG STRATI ON OF CHARGES

124,

"Charge" to include nortgage in this Part.

124."Charge" to include nortgage in this Part. In this Part, the
expression " charge" includes a nortgage.

125.

Certain charges to be void against liquidator or creditors
unl essregi st ered.

125. Certain charges to be void against liquidator or creditors
unl ess registered. (1) Subject to the provisions of this Part, every
charge created on or after the 1st day of April, 1914, by a conpany
and being a charge to which this section applies shall, so far as any
security on the conpany's property or wundertaking is conferred
thereby, be void against the liquidator and any <creditor of the
conpany, unless the prescribed particulars of the charge, together
with the instrument, iif any, by which the charge is created or
evi denced, or a copy thereof verified in the prescribed manner, are
filed with the Registrar for registration in the manner required by
this Act within 1[thirty] days after the date of its creation

2[Provided that the Registrar may allow the particulars and
instrument or copy as aforesaid to be filed within thirty days next
following the expiry of the said period of thirty days on paynment of
such additional fee not exceeding ten tinmes the amount of fee speci-
fied in Schedule X as the Registrar may determine, if the conpany
satisfies the Registrar that it had sufficient cause for not filing
the particulars and instrument or copy within that period.]

(2) Nothing in subsection (1) shall prejudice any contract or
obligation for the repaynment of the noney secured by the charge.



(3) When a charge becones void under this section, the nobney
secured thereby shall imredi ately becone payabl e.

(4) This section applies to the followi ng charges: -
(a) a charge for the purpose of securing any issue of deben-
tures ;
(b) a charge on uncalled share capital of the conpany;

(c) a charge on any inmovabl e property, wherever situate,
or any interest therein;

(d) a charge on any book debts of the conpany;

(e) a charge, not being a pledge, on any novable property
of the conpany ;

(f) a floating charge on the undertaking or any property of
t he conpany i ncludi ng stock-in-trade;

(9) a charge on calls made but not paid,;

(h) a charge on a ship or any share in a ship;

1 Subs. by Act 31 of 1965, s. 62 and Sch., for " twenty-one "
(w.e.f. 15-10-1965).

2. Subs. by Act 31 of 1988, s.18 (w.e.f. 15-6-1988).
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(i) a charge on goodwill, on a patent or a licence under a
patent, on a trade nmark, or on a copyright or a licence under
a copyright.

(5) In the case of a charge created out of India and conprising
solely property situate outside India, 1 [thirty] days after the date
on which the instrunent creating or evidencing the charge or a copy
t hereof could, in due course of post and if despatched with due dili-
gence, have been received in India, shall be substituted for 1[thirty]
days after the date of the creation of the charge, as the tinme wthin
whi ch the particulars and instrunent or copy are to be filed with the
Regi strar.

(6) Were a charge is created in India but conprises property
outside India, the instrunent creating or purporting to create the



charge under this section or a copy thereof verified in the prescribed
manner, may be filed for registration, notwithstanding that further
proceedings may be necessary to make the charge valid or effectua
according to the law of the country in which the property is situate.

(7) Were a negotiable instrunent has been given to secure the
payment of any book debts of a conpany, the deposit of the instrunent
for the purpose of securing an advance to the conpany shall not, for
the purposes of this section, be treated as a charge on those book
debt s.

(8) The holding of debentures entitling the holder to a charge
on inmovabl e property shall not, for the purposes of this section, be
deened to be an interest in i movable property.

126.
Date of notice of charge.

126. Date of notice of charge. \Where any charge on any property of
a conpany required to be registered under section 125 has been so
regi stered, any person acquiring such property or any part thereof, or

any share or interest therein, shall be deenmed to have notice of the
charge as fromthe date of such registration

127.

Regi stration of charges on properties acquired subject to charge.

127. Regi stration of charges on properties acquired subject to

char ge. (1) Were a conpany acquires any property which is subject
to a charge of any such kind as would, if it had been created by
the conpany after the acquisition of the property, have been required
to be registered under this Part, the conpany shall cause the
prescribed particulars of the charge, together with a copy (certified
in the prescribed manner to be a correct copy) of the instrunent, if

any, by which the charge was created or is evidenced, to be delivered
to the Registrar for registration in the manner required by

1 Subs. by Act 31 of 1965. s. 62 and Sch., for " twenty-one "
(w.e.f. 15-10-1965),
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this Act within 1[thirty] days after the date on which the acquisition
is conpl eted:

Provided that, if the property is situate, and the charge was
created, outside India, 1[thirty] days after the date on which a copy



of the instrunment could, in due course of post and if despatched with
due diligence, have been received in India shall be substituted for
1[thirty] days after the conpletion of the acquisition as the tine
wi thin which the particulars and the copy of the instrunent are to be
delivered to the Registrar.

(2)1f default is nmade in conmplying with sub-section (1), the
conmpany, and every officer of the conpany who is in default, shall be
puni shable with fine which may extend to five hundred rupees.

128.

Particulars in case of series of debentures entitling holders
pari passu.

128. Particulars in case of series of debentures entitling hol ders
pari passu. Wiere a series of debentures containing, or giving by
reference to any other instrunment, any charge to the benefit of which
the debenture holders of that series are entitled pari passu is

created by a conpany, it shall, for the purposes of section 125, be
sufficient, if there are filed with the Registrar, wthin 1[thirty]
days after the execution of the deed containing the charge or, if

there is no such deed, after the execution of any debentures of the
series, the followi ng particulars:-

(a) the total ampunt secured by the whole series;

(b) the dates of the resolutions authorising the issue of
the series and the date of the covering deed, if any, by
which the security is created or defined,

(c) a general description of the property charged; and

(d) the names of the trustees, if any, for the debenture
hol ders;

together wth 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
t he debentures of the series:

Provi ded that, where nore than one issue is made of debentures in
the series, there shall be filed with the Registrar, for entry in the
register, particulars of the date and anount of each issue; but an
omssion to do this shall not affect the validity of the debentures
i ssued.

129.

Particulars in case of conmm ssion, etc., on debentures.

129. Particulars in case of comm ssion, etc., on debentures. \Were
any conmi ssion, allowance or discount has been paid or made either
directly or indirectly by a conpany to any person in consideration of
hi s subscribing or agreeing to subscribe, whether



1 Subs. by Act 31 of 1965, s. 62 and Sch., for "twenty-one"
(w. e.f. 15-10-1965).
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absolutely or conditionally, for any debentures of the conpany, or
procuring or agreeing to procure subscriptions, whether absolute or
conditional, for any such debentures, the particulars required to be
filed for registration under sections 125 and 128 shall include parti-
culars as to the anount or rate per cent. of the conm ssion, discount
or allowance so paid or nade ; but an omission to do this shall not
affect the validity of the debentures issued:

Provi ded that the deposit of any debentures as security for any
debt of the conpany shall not, for the purposes of this section, be
treated as the issue of the debentures at a discount.

130.

Regi ster of charges to be kept by Registrar

130. Regi ster of <charges to be kept by Registrar 1[(1) The
Registrar shall, in respect of each conpany, cause to be kept a
register containing the particulars of all the charges requiring
registration under this Part.

(1A) Every conpany shall forward to the Registrar for being entered in
the register kept under sub-section (1) the particulars of all the
charges requiring registration under this Part in such form and
manner, and after payment of, such fees as nay be prescribed.

(1B) The particulars of the charges referred to in sub-section (1)
shall relate to,-

(a) in the case of a charge to the benefit of which the
hol ders of a series of debentures are entitled, such particu-
lars as are specified in sections 128 and 129;

(b) in the case of any other charge, -

(i)if the charge is a charge created by the conpany, the
date of its creation, and if the charge was a charge existing
on property acquired by the conpany, the date of the
acquisition of the property;

(ii) the amount secured by the charge;

(iii)short particulars of the property charged; and

(iv) the persons entitled to the charge.



(1C) The pages of the register shall be consecutively nunbered
and the Registrar shall -

(a) cause to be kept in such register in the prescribed
form the docunents of charges filed in such formand manner
as may be prescribed; and

(b) sign or initial every page of such register

(2) After entering the particulars of all the charges required
under sub-section (1), the Registrar shall return the instrument, if
any, or the verified copy thereof, as the case nmay be, filed in
accordance with the provisions of this Part to the person filing it].

(3) The Registrar kept in pursuance of this section shall be
open to inspection by any person on paynent of 1[such fee as may be
prescribed ] for each inspection.

131.
Index to register of charges.

131.Index to register of charges. The Registrar shall keep a
chronol ogi cal index, in the prescribed formand with the prescribed

particulars, of the charges registered with himin pursuance of this
Part.

1. Subs. by Act 31 of 1988, s.19 (w.e.f. 17-4-1989).
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132.

Certificate of registration.

132. Certificate of registration. The Registrar shall give a
certificate under his hand of the registration of any char ge
registered in pursuance of this Part, stating the anount thereby
secured ; and the certificate shall be conclusive evidence that the
requirenents of this Part as to registration have been conplied with

133.

Endorsenment of certificate of registration on debenture or certificateof
debent ure stock.

133. Endorsenent of certificate of registration on debenture or
certificate of debenture stock.(1l) The conpany shall cause a copy of



every certificate of registration given under section 132, to be
endorsed on every debenture or certificate of debenture stock which is
issued by the conpany and the paynent of which is secured by the
charge so registered

Provided that nothing in this sub-section shall be construed as
requiring a conpany to cause a certificate of registration of any
charge so given to be endorsed on any debenture or certificate of
debenture stock issued by the conpany before the charge was created.

(2) If any person knowi ngly delivers, or wilfully authorises or
permits the delivery of, any debenture or certificate of debenture
stock which, under the provisions of sub-section (1), is required to
have endorsed on it a copy of a certificate of registration wthout
the copy being so endorsed upon it, he shall, w thout prejudice to any
other Iliability, be punishable with fine which may extend to one
t housand rupees.

134.

Duty of conpany as regards registration and right of interested party.

134.Duty of conpany as regards registration and right of
i nterested party. (1) It shall be the duty of a conpany to file with
the Registrar for registration the particulars of every charge created
by the conmpany, and of every issue of debentures of a series,
requiring registration under this Part ; but registration of any such
charge may also be effected on the application of any person
i nterested therein.

(2) Wiere registration is effected on the application of sone
person other than the conpany, that person shall be entitled to
recover fromthe conpany the anount of any fees properly paid by him
to the Registrar on the registration

135.

Provisions of Part to apply to nodification of charges.

135. Provisions of Part to apply to nodification of charges.
Wienever the terns or conditions, or the extent or operation, of any
charge registered under this Part are or is nodified, it shall be the
duty of the conpany to send to the Registrar the particulars of such
nodi fication, and the provisions of this Part as to registration of a
charge shall apply to such nodification of the charge.

136.

Copy of instrunent creating charge to be kept by conpany at
regi steredoffice.

136. Copy of instrument creating charge to be kept by conmpany at
regi stered office. Every conpany shall cause a copy of every
i nstrument creating any charge requiring registration under this Part
to be kept at the registered office of the conpany:



Provided that, in the case of a series of uniformdebentures, a
copy of one debenture of the series shall be sufficient.
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137.

Entry in register of charges of appointnent of receiver or manager

137.Entry in register of charges of appointnent of receiver or
manager. (1) |If any person obtains an order for the appointnment of a
receiver of, or of a person to manage, the property of a conpany, or
if any person appoints such receiver or person under any powers
contained in any instrunent, he shall, within 1[thirty] days from the
date of the passing of the order or of the making of the appointnent
under the said powers, give notice of the fact to the Registrar ; and
the Registrar shall, on paynent of the prescribed fee, enter the fact
in the Register of charges.

(2) Were any person so appoi nted under the powers contained in
any instrument ceases to act as such, he shall, on so ceasing, give to
the Registrar notice to that effect ; and the Regi strar shall enter
the notice in the Register of charges.

(3) If any person nakes default in conplying with the require-
ments of sub-section (1) or (2), he shall be punishable wth fine
which may extend to fifty rupees for every day during which the
defaul t conti nues.

138.

Conpany to report satisfaction and procedure thereafter

138. Conpany to report satisfaction and procedure thereafter. (1)
The conpany shall give intimation to the Registrar of the paynment or
satisfaction 2[in full], of any charge relating to the conmpany and
requiring registration under this Part, within 3[thirty] days fromthe
date of such paynment or satisfaction.

(2) The Registrar shall, on receipt of such intimtion, cause a
notice to be sent to the holder of the charge calling upon himto show
cause wthin a time (not exceeding fourteen days) specified in such
notice, why payment or satisfaction should not be recorded as
intimated to the Registrar

(3) If no cause is shown, the Registrar shall order that a nmeno-
randum of satisfaction 4* * * shall be entered in the register of
char ges

(4) |If cause is shown, the Registrar shall record a note to that
effect in the register, and shall informthe conpany that he has done
so.

(5) Nothing in this section shall be deened to affect the power



of the Registrar to nake an entry in the register of charges under
section 139 otherwise than on receipt of an intimation from the

conpany.

1. Subs. by Act 31 of 1965, s. 62 and Sch., for "fifteen" (we.f.
15-10- 1965) .

2 Subs. by Act 65 of 1960, s. 30, for " in whole or in part "

3 Subs. by Act 31 of 1965, s. 62 and Sch., for "twenty-one"
(w e.f. 15-10-1965).

4 The words " in whole or in part, as the case nay be," onitted
by Act 65 of 1960, S. 30.
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139.

Power of Registrar to nake entries of satisfaction and release
nabsence
of intimation from conpany.

139. Power of Registrar to make entries of satisfaction and
rel ease in absence of intimation from conpany. The Registrar may, on
evidence being given to his satisfaction wth respect to any
regi stered charge, -

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

(b) that part of the property or undertaking charged has
been released fromthe charge or has ceased to formpart of
t he conpany's property or undert aking;

enter in the register of charges a nenorandum of satisfaction in whole
or in part, or of the fact that part of the property or undertaking
has been released fromthe charge or has ceased to formpart of the
conmpany's property or undertaking, as the case may be, notw thstanding
the fact that no intinmation has been received by himfromthe conpany.

140.

Copy of menorandum of satisfaction to be furnished to conpany.

140. Copy of nenorandum of satisfaction to be furnished to
conmpany. Wiere the Registrar enters a menorandum of satisfaction in
whole or in part, in pursuance of section 138 or 139, he shall furnish
the conpany with a copy of the menorandum



141.

Rectification by Conpany Law Board of register of charges.

141. Rectification by Conmpany Law Board of register of charges.
1[ (1) The 2[ Conpany Law Board], on being satisfied--

(a) that the omssion to file with the Registrar the
particulars of any charge created by a conmpany or of any
charge subject to which any property has been acquired by the
conmpany or of any nodification of any such charge or of any
issue of debentures of a series, or that the omission to
regi ster any charge within the tine required by this Part, or
that the omission to give intimation to the Registrar of the
paynment or satisfaction of a charge, within the tinme required
by this Part, or that the om ssion or misstatenent of any
particular with respect to any such charge, nodification or
i ssue of debentures of a series or with respect to any
menor andum of satisfaction or other entry made in pursuance
of section 138 or 139, was accidental or due to inadvertence
or to sonme other sufficient cause or is not of a nature to
prejudice the position of creditors or shareholders of the
conpany; or

1. Subs. by Act 65 of 1960, s. 31, for sub-section (1).

2. Subs. by Act 41 of 1974, s. 13, for "Court" (w.e.f. 1-2-1975).
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(b) that on other grounds it is just and equitable to grant
relief;

may, on the application of the conpany or any person interested and on
such ternms and conditions as seemto the 1] Conpany Law Board] just and
expedient, direct that the tine for the filing of the particulars or
for the registration of the charge or for the giving of intimation of
paynent or satisfaction shall be extended or, as the case may require,
that the om ssion or ms-statenent shall be rectified.]

(2) The 1[Conpany Law Board] may make such order as to, the
costs of an application under sub-section (1) as it thinks fit.

(3) Wiere the 1[Conpany Law Board] extends the time for the
registration of a charge,the order shall not prejudice any rights
acquired in respect of the property concerned before the charge is
actual ly registered.



142.

Penal ti es.

142. Penalties. (1) If default is mde in filing with the
Regi strar for registration the particul ars-

(a) of any charge created by the conpany;

(b) of the payment or satisfaction, 2* * * of a debt in
respect of which a charge 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 applica-
tion of some other person, the conpany, and every officer of the
conpany or other person who is in default, shall be punishable wth
fine which my extend to five hundred rupees for every day during
whi ch the default continues.

(2) Subject as aforesaid, if any conpany makes default in com
plying with any of the other requirenents of this Act as to the regis-
tration with the Registrar of any charge created by the conpany or of
any fact connected therewith, the conpany, and every officer of the
conpany who is in default, shall, without prejudice to any other
liability, be punishable with fine which may extend to one thousand
rupees.

1. Subs. by Act 41 of 1974, s. 13, for "Court"” (we.f. 1-2-1975).

2. The words "in whole or in part" onmitted by Act 65 of 1960, s.
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143.

Conpany's regi ster of charges.

143. Conpany' s regi ster of charges. (1) Every conpany shall keep at
its registered office a register of charges and enter therein al
charges specifically affecting property of the conpany and al
floating charges on the undertaking or on any property of the conpany,
giving in each case-

(i) a short description of the property charged;



(ii) the anpbunt of the charge; and

(iii) except in the case of securities to bearer, the
nanes of the persons entitled to the charge.
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(2) If any officer of the conmpany knowingly omts, or wlfully
aut horises or pernits the onission of, any entry required to be nmade
in pursuance of sub-section (1), he shall be punishable wth fine
whi ch may extend to five hundred rupees.

144,

Right to inspect copies of instruments creating charges and
company' sregi ster
of charges.

144. Right to inspect copies of instrunents creating charges and
conmpany's register of charges. (1) The copies of instruments creating
charges kept in pursuance of section 136, and the register of charges
kept in pursuance of section 143, shall be open during business hours
(but subject to such reasonable restrictions as the conpany in genera
meeting may inpose, so that not |less than two hours in each day are
all owed for inspection) to the inspection of any creditor or nenber of
the conpany without fee, at the registered office of the conpany.

(2) The register of charges kept in pursuance of section 143
shall also be open, during business hours but subject to the
reasonable restrictions aforesaid, to the inspection of any other
person on paynent of a fee of 1[such sumas nay be prescribed]for each
i nspection, at the registered office of the conpany.

(3) If inspection of the said copies or register is refused the
conpany, and every officer of the conpany who is in default, shall be
puni shable with fine which may extend to fifty rupees and with a
further fine which may extend to twenty rupees for every day during
whi ch the refusal continues.

(4) The 2[ Conpany Law Board] may also by order conpel an inmediate
i nspection of the said copies or register

145.

Application of Part to charges requiring registration under it but
not under
previous | aw.

145. Application of Part to charges requiring registration under
it but not under previous law. In respect of 1[any charge created
before, and renaining unsatisfied at, the commencenent of this Act,]



which, if this Act had been in force at the relevant time, would have
had to be registered by the conpany in pursuance of this Part but
which did not require registration under the Indian Conpanies Act,
1913, (7 of 1913). and in respect of all matters relating to such
charge, the provisions of this Part shall apply and have effect in al
respects, as if the date of commencenent of this Act had been
substituted therein for the date of creation of the charge, or the
date of conpletion of the acquisition of the property subject to the
charge, as the case nay be

Not hing contained in this section shall be deened to affect the

relative priorities as they existed i mediately before the commence-
ment of this Act, as between charges on the same property.

1. Subs. by Act 31 of 1988, s.67 (w e.f. 15-7-1988).
2. Subs. by s.67, ibid. (we.f. 31-5-1991).

3 Subs. by Act 65 of 1960, s, 33, for "any charge created before
t he conmencenent of this Act".
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PART VI

MANAGEMENT AND ADM NI STRATI ON

CHAP

GENERAL PROVI SI ONS

CHAPTER 1. - GENERAL PROVI SI ONS

Regi stered O fice and Nane

146.

Regi stered of fice of conpany.

146. Regi stered office of conpany. (1) A conpany shall, as fromthe
day on which it begins to carry on business, or as from the
1[thirtieth] day after the date of its incorporation, whichever is
earlier, have a registered office to which all conmmunications and
noti ces nmay be addressed.

(2)Notice of the situation of the registered office, and of every
change there in, shall be given within 2[thirty] days after the date
of the incorporation of the conpany or after the date of the change,
as the case nay be, to the Registrar who shall record the sane:



Provided that except on the authority of a special resolution
passed by the company, the registered office of the conpany shall not
be renpved-

(a) in the case of an existing conpany, outside the |I|oca
limts of any city, town or village where such office is
situated at the commencenent of this Act, or where it may be
situated later by virtue of a special resolution passed by
t he conpany; and

(b) in the case of any other conpany, outside the |I|oca
limts of any city, town or village where such office is
first situated, or where it may be situated later by virtue
of a special resolution passed by the conpany.

(3) The inclusion in the annual return of a conmpany of a state-
ment as to the address of its registered office shall not be taken to
satisfy the obligation inmposed by sub-section (2).

(4) If default is nade in conplying with the requirenents of this
section, the conpany, and every officer of the company who is in
default, shall be punishable with fine which my extend to fifty
rupees for every day during which the default continues.

147.

Publ i cati on of name by Conpany.

147. Publ i cati on of name by Conpany. (1) Every conpany-

(a) shall paint or affix its nanme 3[and the ad-dress of its
regi stered office], and keep the sane painted or affixed, on
the outside of every office or place in which its business is
carried on, in a conspicuous position, in letters easily

1 Subs. by Act 31 of 1965, s. 62 and Sch., for twenty-eighth "
(w.e.f. 15-10-1965).

2 Subs. by s. 62 and Sch., ibid., for " twenty-eighth" (w e.f.
15- 10- 1965) .
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legible; and if the characters enployed therefore are not
those of the | anguage, or of one of the |anguages, in genera
use in that locality, also in the characters of that |anguage
or of one of those | anguages;



(b) shall have its nane engraven in |egible characters on
its seal ; and

(c) shall have its name 1[and the address of its registered
office) nentioned in |egible characters in all its business
letters, inall its bill heads and |etter paper, and in al
its notices, 2* * * and other official publications; 3[and
al so have its nane so nmentioned in all bills of exchange],
hundi es, pronissory notes, endorsenents, cheques and orders
for noney or goods purporting to be signed by or on behal f of
the conpany, and in all bills of parcels, invoices, receipts
and letters of credit of the company.

(2) If a conmpany does not paint or affix its nane 1[ and t he
address of its registered office], or keep the sane painted or affixed
in the manner directed by clause (a) of sub-section (1), the conpany,
and every officer of the conpany who is in default, shall be
puni shable with fine which may extend to fifty rupees for not so
painting or affixing its name 1[and the address of its registered
office], and for every day during which its nane 1[and the address of
its registered office], is not so kept painted or affixed.

(3) If a conpany fails to conmply with clause (b) or clause (c)
of sub-section (1), the conpany shall be punishable with fine which
may extend to five hundred rupees.

(4) If an officer of a conpany or any person on its behalf-
(a) wuses, or authorises the use of, any seal purporting to
be a seal of the conpany whereon its nane is not engraven in
t he manner, aforesaid;
(b) i ssues, or authorises the issue of, any business
letter, bill, head, letter paper, notice 4* * * or other
official publication of the conmpany wherein 5[its nane and

the address of its registered office are] not nentioned in
t he manner aforesai d;

1 Ins. by Act 65 of 1960, s. 34.

2 The words ", advertisenents" omtted by s. 34, ibid.

3 Subs. by s. 34, ibid., for " and in all bills of exchange".
4 The word ", advertisenent” omtted by s.34, ibid.

5 Subs. by s. 34, ibid., for " its nane is".
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(c) signs, or authorises to be signed, on behalf of the
conmpany, any bill of exchange, hundi, promissory note,
endorsenent, cheque or order for noney or goods wherein its



nanme is not nentioned in the manner aforesaid; or

(d) issues, or authorises the issue of, any bill of
parcels, invoice, receipt or letter of credit of the conpany,
wherein its name is not nentioned in the nmanner aforesaid;

such of ficer or person shall be punishable with fine which nmay extend
to five hundred rupees, and shall further be personally liable to the
hol der of the bill of exchange, hundi, pronissory note, cheque, or
order for noney or goods, for the anount thereof, unless it is duly
paid by the conpany.

148.

Publ i cati on of authorised as well as subscribed and pai d-up capital

148. Publ i cation of authorised as well as subscribed and paid-up
capital. (1) Were any notice, advertisenment or other official publi-
cation, or any business letter, bill head or letter paper, of a
conpany contains a statenent of the anpbunt of the authorised capita
of the conpany, such notice, advertisenment or other of ficia
publication, or such letter, bill head or letter paper, shall also
contain a statenent, in an equally prom nent position and in equally
conspi cuous characters, of the anobunt of the capital which has been
subscri bed and the anount paid up

(2) If default 1is made in conplying with the requirenents of
subsection (1), the conpany, and every officer of the conpany who is
in default, shall be punishable with fine which may extend to one
t housand rupees.

Restrictions on Conmencenent of Business

149.

Restrictions on commencenent of business.

149. Restrictions on commencenent of business. (1) Were a conpany
havi ng a share capital has issued a prospectus inviting the public to
subscribe for its shares, the conmpany shall not commence any business
or exercise any borrow ng powers, unless-

(a) shares held subject to the paynent of the whole anpunt
thereof in cash have been allotted to an ambunt not less in
t he whol e than the m ni mum subscription

(b) every director of the company has paid to the conpany,
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 equa
to the proportion payable on application and allotnment on the
shares of fered for public subscription
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(2)

(c) no noney is, or nay becone, 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, permssion for the shares or
debentures to be dealt in on any recogni zed stock exchange
and

(d) there has been filed with the Registrar a duly verified
declaration by 1[one of the directors or the secretary or
where the conpany has not appointed a secretary, a secretary
in whole-tine practice] in the prescribed form that
clauses (a), (b) and (c) of this sub-section, have been
conmplied with.

Where a conpany having a share capital has not issued a

prospectus inviting the public to subscribe for its shares, the com
pany shall not comence any business or exercise any borrow ng powers,

unl ess-

(a) there has been filed with the Registrar a statenent in
lieu of prospectus ;

(b) every director of the conmpany has paid to the conpany,
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 equa
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 by 1[one of the directors or the secretary or
where the conpany has not appointed a secretary, a secretary
in whole-tinme practice] in the prescribed form that clause
(b) of this sub-section has been conplied wth.

2[ (2A) Wthout prejudice to the provisions of sub-section (1) and
sub-section (2) a conpany having a share capital, whether or not it
has issued a prospectus inviting the public to subscribe for its

shar es,

1

shall not at any tinme comrence any business-

(a) if such conmpany is a company in existence imediately
before the conmmencenent of the Conpanies (Anendnment) Act,
1965 (31 of 1965), inrelation to any of the objects stated
in its menorandumin pursuance of clause (c) of sub-section
(1) of section 13

(b) if such conpany is a conpany forned after such
comrencenent, in relation to any of the objects stated inits
menor andum in pursuance of sub-clause (ii) of clause (d) of
sub-section (1) of the said section

Subs. by Act 31 of 1988, s.20 (w.e.f. 15-6-1988).



2. Ins. by Act 31 of 1965, s. 15 (w.e.f. 15-10-1965).
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unl ess-

(i) the conpany has approved of the conmencenent of any
such business by a special resolution passed in that behalf
by it in general neeting; and

(ii) there has been filed with the Registrar a duly verified
declaration by 1[one of the directors or the secretary or
where the conpany has not appointed a secretary, a secretary
in whole-tine practice],in the prescribed form that clause
(i) or as the case may be, sub-section (2B) has been conplied
Wi t h;

and if the conpany comrences any such business in contravention of
this sub-section, every person who is responsible for the contra-
vention shall, w thout prejudice to any other liability, be punishable
with fine which may extend to five hundred rupees for every day during
whi ch the contravention continues.

Expl anation.-A conpany shall be deenmed to conmence any busi ness
within the nmeaning of clause (a) if and only if it commences any new
busi ness which is not germane to the business which it is carrying on
at the conmmencenent of the Conpanies (Arendnent) Act, 1965 (31 of
1965),in relation to any of the objects referred to in the said
cl ause.

(2B) Notwi t hstandi ng anyt hi ng contai ned in sub-section (2A) where
no such special resolution as is referred to in that sub-section is
passed but the votes cast (whether on a show of hands or, as the case
may be, on a poll) in favour of the proposal to commence any business
contained in the resolution noved in that general neeting (including
the <casting vote, if any, of the chairman) by nenbers who, being
entitled so to do, vote in person, or where proxies are allowed, by
proxy, exceed the votes, if any, cast against the proposal by nenbers
so entitled and voting, the Central Governnent may on an application
made to it by the Board of directors in this behalf allow the conpany
to conmence such business as if the proposal had been passed by a
speci al resolution by the conpany in general neeting.]

(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 nay be, and, in the case of a conpany

which is required by sub-section (2) to file a statement in lieu of
prospectus, also of 'such a statenment, certify that the conmpany is
entitled to commence business, and that certificate shall be

concl usi ve evidence that the conmpany is so entitled.

(4) Any contract nmade by a conpany before the date at which it
is entitled to comrence busi ness shall be provisional only, and



1. Subs. by Act 31 of 1988, s.20 (we.f. 15-6-1988).
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shal |l not be binding on the conpany until that date, and on that date
it shall becone binding.

(5)Nothing in this section shall prevent the sinmultaneous offer
for subscription or allotnent of any shares and debentures or the
recei pt of any noney payabl e on applications for debentures.

(6)1f any conpany conmences business or exercises borrow ng
powers in contravention of this section, every person who is respon-
sible for the contravention 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.

(7) Nothing in this section shall apply to-

(a) a private conpany; or
(b) a conpany registered before the first day of April

1914, which has not issued a prospectus inviting the public
to subscribe for its shares.

1* * * * *

Regi sters of nenbers and debenture hol ders

150.
Regi ster of nenbers.
150. Regi ster of menbers. (1) Every conpany shall keep in one or

nore books a register of its nmenbers, and enter therein the follow ng
particul ars: -

(a) the name and address, and the occupation, if any, of
each nenber;

(b) in the case of a conpany having a share capital, the
shares held by each nmenber, 2* * * and the anount paid or

agreed to be considered as paid on those shares;

(c) the date at which each person was entered in the
regi ster as a nenber; and

(d) the date at which any person ceased to be a nmenber

Provi ded that where the conpany has converted any of its shares



into stock and given notice of the conversion to the Registrar, the
regi ster shall show the ambunt of stock held by each of the nenbers
concerned instead of the shares so converted which were previously
held by him

(2) If default is made in conplying with sub-section (1), the
conmpany, and every officer of the conpany who is in default, shall be
puni shable wth fine which my extend to fifty rupees for every day
during which the default continues.

1 Sub-section (8) omtted by Act 65 of 1960, s. 35.

2 The words "distingui shing each share by its nunber," onmtted
by Act 22 of 1996, s.31 and Sch. (w.e.f. 20-9-1995).
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151.

| ndex of nenbers

151. Index of nenbers. (1) Every conpany having nore than fifty
menbers shall, unless the register of menbers is in such a formas in
itself to constitute an index, keep an index (which nay be in the form
of a card index) of the nanes of the nenbers of the conpany and shall
within fourteen days after the date on which any alteration is nmade in
the register of menbers, nake the necessary alteration in the index.

(2) The index shall, in respect of each nenber, contain a
sufficient indication to enable the entries relating to that nmenber in
the register to be readily found.

(3) The index shall, at all tines, be kept at the sanme place as
the regi ster of nenbers.

(4) |If default is nmade in conplying with sub-section (1), (2) or

(3), the conmpany, and every officer of the conmpany who is in default,
shal | be punishable with fine which may extend to fifty rupees.

152.
Regi ster and index of debenture hol ders.
152. Regi ster and i ndex of debenture holders. (1) Every conpany

shall keep in one or nore books a register of the holders of its
debentures and enter therein the followi ng particulars, nanely: -

(a) the nane and address, and the occupation, if any, of
each debenture hol der ;

(b) the debentures held by each holder, 1* * * and t he
anount paid or agreed to be considered as paid on those



debent ur es;

(c) the date at which each person was entered in the
regi ster as a debenture holder ; and

(d) the date at which any person ceased to be a debenture
hol der.

(2) (a) Every conpany having nore than fifty debenture holders
shall, unless the register of debenture holders 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 debenture holders of the
company and shall, within fourteen days after the date on which any
alteration is made in the register of debenture holders, nmake 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
hol der in the register to be readily found.

(3) If default is nmade in conplying with sub-section (1) or (2),
t he conpany, and every officer of the conpany who is in default, shal
be puni shable with fine which may extend to fifty rupees.

1. The words "distinguishing each debenture by its nunber," omi -
tted by Act 22 of 1996, s.31 and Sch. (w. e.f. 20-9-1996).

(4) Sub-sections (1) to (3) shall not apply wth respect to
debentures which, ex facie, are payable to the bearer thereof.
152A
Regi ster and index of beneficial owners.

1[ 152A. Regi ster and index of beneficial owners. The register and
i ndex of beneficial owners nmintainted by a depository under section 11
of the Depositories Act, 1996, shall be deened to be an index of nenbers
and register and index of debenture holders, as the case may be, for the
pur poses of this Act.]
153.
Trusts not to be entered on register

153. Trusts not to be entered on register. No notice of any trust,

express, inmplied or constructive, shall be entered on the register of
nmenbers or of debenture holders 2* * *,

153A



Appoi nt ment of public trustee.

3[ 153A. Appoi ntnent of public trustee. The Central CGovernnent may,
by notification in the Oficial Gazette, appoint a person as public
trustee to discharge the functions and to exercise the rights and
powers conferred on himby or under this Act.

153B

Decl aration as to shares and debentures held in trust.

153B. Decl aration as to shares and debentures held in trust. (1)
Not wi t hst andi ng anything contained in section 153, where any shares
in, or debentures of, a conpany are held in trust by any person
(hereinafter referred to as the trustee), the trustee shall, wthin
such tinme and in such formas nay be prescribed, nake a declaration to
the public trustee.

(2) A copy of the declaration made under sub-section (1) shal
be sent by the trustee to the conpany concerned, wthin twenty-one
days, after the declaration has been sent to the public trustee.

(3) (a) If atrustee fails to nake a declaration as required by
this section, he shall be punishable with fine which may extend to
five thousand rupees and in the case of a continuing failure, with a
further fine which my extend to one hundred rupees for every day
during which the failure continues.

(b) If atrustee nakes in a declaration aforesaid any statenent
which is fal se and which he knows or believes to be false or does not
believe to be true, he shall be punishable with inprisonment for a
termwhich may extend to two years and also with fine.

(4) The provisions of this section and section 187B shall not
apply in relation to a trust-
(a) where the trust is not created by instrunent in witing;
or
(b) even if the trust is created by instrument in witing,
4[where the value of the shares in, or debentures of, a
conpany held in trust]-

(i) does not exceed one |akh of rupees, or

(ii) exceeds one |akh of rupees but does not exceed
either five | akhs of rupees or twenty-five per cent. of

1 Ins. by Act 22 of 1996, s.31 and Sch. (w.e.f. 20-9-1995).

2 The words " or be receivable by the Registrar” onitted by Act
53 of 1963, s. 6 (we.f. 1-1-1964).

31Ins. by s. 7, ibid. (we.f. 1-1-1964).



4 Subs. by Act 31 of 1965, s. 16, for certain words (we.f.
15-10- 1965) .
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the paid-up share capital of the conpany, whichever is
| ess. ]
1[ Expl anati on.-The expression " the value of the shares in, or
debentures of, a conpany " in clause (b) neans, -

(i) in the case of shares or debentures acquired by way of
allotment or transfer for consideration, the cost of acqui-
sition thereof, and

(ii) in any other case, the paid-up value of the shares or
debent ures.]

154.

Power to close register of nenbers of debenture hol ders.

154. Power to close register of nenbers of debenture holders. (1)
A conmpany may, after giving not |ess than seven days' previous notice
by advertisenent in sonme newspaper circulating in the district in
which the registered office of the conpany is situate, close the
register of nmenbers or the register of debenture holders for any
period or periods not exceeding in the aggregate forty-five days in
each year, but not exceeding thirty days at any one tine.

(2) If the register of menbers or of debenture holders is closed
wi t hout giving the notice provided in sub-section (1), or after giving
shorter notice than that so provided, or for a continuous or an aggre-
gate period in excess of the limts specified in that sub-section, the
conpany, and every officer of the conpany who is in default, shall be
puni shable with fine which may extend to five hundred rupees for every
day during which the register is so closed.

1 Ins. by Act 31 of 1965, s. 16 (w. e.f. 15-10-1965).

2. Oritted by Act 31 of 1988, s.21 (w e.f. 31-5-1991).
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Forei gn registers of nenbers or debenture hol ders

157.

Power for conpany to keep foreign register of menbers of
debent ur ehol ders.

157. Power for conpany to keep foreign register of nenbers of
debenture hol ders. (1) A company which has a share capital or which has
i ssued debentures may, if so authorised by its articles, keep in any
State or country outside India a branch register of nenbers or
debenture holders resident in that State or country (in this Act
called a " foreign register ").

(2) The conpany shall, within 1[thirty days] fromthe date of
t he 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
di sconti nuance, shall, wthin 1[thirty days] fromthe date of such
change or discontinuance, as the case may be, file notice with the
Regi strar of such change or discontinuance.

(3) If default is made in conplying with the requirenments of
sub-section (2), the conpany, and every officer of the conpany who is
in default, shall be punishable with fine which may extend to fifty
rupees for every day during which the default continues.

158.

Provisions as to foreign registers.

158. Provisions as to foreign registers. (1) A foreign register
shal |l be deened to be part of the conpany's register (in this section
called the " principal register ") of nenbers or of debenture hol ders,
as the case nay be.

(2) A foreign register shall be kept, shall be open to
i nspection and nay be closed, and extracts may be taken therefrom and
copi es thereof may be required, in the sane manner, nmutatis nutandis,
as is applicable to the principal register under this Act, except that
the advertisenent before closing the register shall be inserted in
sonme newspaper circulating in the district wherein the foreign
register is kept.

(3) (a) The Central Government may, by notification in the
Oficial Gazette, direct that the provisions of clause (b) shal
apply, or cease to apply, to foreign registers kept in any State or
country outside |India.

(b) If a foreign register is kept by a conpany in any State or
country to which a direction under clause (a) applies for the tinme
bei ng, the decision of any conpetent Court in that State or country in
regard to-the rectification of the register shall have the same force
and effect as if it were the decision of a conpetent Court in India.



1 Subs. by Act 31 of 1965, s. 62 and Sch., for " one nonth "
(w. e.f. 15-10-1965).
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(4) The conpany shall -

(a) transmit to its registered office inIndia 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 fromtime to tinme.

(5) Every such duplicate shall, for all the purposes of this
Act, be deened to be part of the principal register

(6) Subject to the provisions of this section with respect to
duplicate registers, the shares or debentures registered in any
foreign register shall be distinguished fromthe shares or debentures
registered in the principal register and in every other foreign
regi ster and no transaction with respect to any shares or debentures
registered in a foreign register shall, during the continuance of that
registration, be registered in any other register.

(7) The conpany nmy discontinue the keeping of any foreign
register; and thereupon all entries in that register shall be
transferred to sone other foreign register kept by the conpany in the
sane part of the world or to the principal register

(8) Subject to the provisions of this Act, a conpany may, by its
articles, make such regulations as it thinks fit in regard to its
foreign registers.

(9) If default is made in conplying with sub-section (4), the

conpany, and every officer of the conpany who is in default shall be
puni shable with fine which may extend to fifty rupees.

Annual Returns

159.
Annual return to be nade by conpany having a share capital
159. Annual return to be made by conpany having a share capital. (1)

Every conpany having a share capital shall, within 1[sixty] days from
the day on which each of the annual general neetings referred to in



section 166 is held, prepare and file with the Registrar a return
containing the particulars specified in Part | of Schedule V, as they
stood on that day, regarding-

(a) its registered office,

(b) the register of its nenbers,

(c) the register of its debenture hol ders,
(d) its shares and debent ures,

(e) its indebtedness,

1 Subs. by Act 31 of 1965, s. 62 and Sch., for " forty-two"
(w.e.f. 15-10-1965).
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(f) its menbers and debenture hol ders, past and present, and

(g) its directors, managing directors, managing agents,
secretaries and treasurers, 1l[nanagers and secretaries], past
and present

2[Provided that if 3[any of the five] imediately preceding
returns has given as at the date of the annual genera
meeting with reference to which it was submitted, the ful
particulars required as to past and present nmenbers and the
shares held and transferred by them the return in question
may contain only such of the particulars as relate to persons
ceasing to be or becom ng nenbers since that date and to
shares transferred since that date or to changes as conpared
with that date in the nunber of shares held by a nenber.

Expl anation.-Any reference in this section or in section 160 or
161 or in any other section or in Schedule V to the day on which an
annual general neeting is held or to the date of the annual genera
neeting shall, where the annual general neeting for any year has not
been hel d, be construed as a reference to the |latest day on or before
which that neeting should have been held in accordance wth the
provisions of this Act.]

(2) The said return shall be in the Formset out in Part Il of
Schedule V or as near thereto as circunstances adnit 2[and where the
return is filed even though the annual general neeting has not been
hel d on or before the latest day by which it should have been held in

with the return a statenment specifying the reasons for not holding the
annual general neeting]:



(c) the conditions subject to which any nmanufacturing
into stock and given notice of the conversion to the Registrar. the
list referred to in paragraph 5 of Part | of Schedule V shall state
the anount of stock held by each of the nmenbers concerned instead of
the shares so converted previously held by him

160.

Annual return to be made by conmpany not having a share capital

160. Annual return to be made by conmpany not having a share

capital. (1) Every conpany not having a share capital shall, wthin
under section 65.

Meetings referred to in section 166 is held, prepare and file with the

1 Subs. by Act 65 of 1960, s. 38, for "and managers".
2 Ins. by s. 38, ibid.
3. Subs. by Act 31 of 1988, s.22 (w.e.f. 15-6-1988).

4 Subs. by Act 31 of 1965, s. 62 and ch., for " forty-two "
(w.e.f. 15-10-1965).
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Registrar a return stating the follow ng particulars as they stood on
that day: -

(a) the address of the registered office of the conpany;

1[ (aa) the nanmes of nenbers and the respective dates on which
t hey becane nmenbers and the nanes of persons who ceased to be
nmenbers since the date of the annual general neeting of the
i mediately preceding year, and the dates on which they so
ceased; ]

(b) all such particulars with respect to the persons who,
at the date of the return, were the directors of the conpany,
its nanaging agent, its secretaries and treasurers, 2[its
manager and its secretary] as are set out in section 303.

(2) There shall be annexed to the return a statenent containing
particulars of the total ampount of the indebtedness of the conmpany as
on the day aforesaid in respect of all charges which are or were
required to be registered with the Registrar under this Act or under
any previous conpanies |law, or which would have been required to be
regi stered under this Act if they had been created after the com
mencenent of this Act.



161.

Further provisions regarding annual return and certificate to
beannexed
t hereto.

161. Further provisions regarding annual return and certificate to
be annexed thereto. (1) The copy of the annual return filed with the
Regi strar under section 159 or 160, as the case may be, shall be
signed both by a director and by the 3[* * *] nanager or secretary of
t he conpany, or where there is no nmanaging agent, secretaries and
treasurers, manager or secretary, by two directors of the conpany, one
of whom shall be the managi ng director where there is one:

4[ Provi ded that where the annual returnis filed by a conpany
whose shares are listed on a recogni sed stock exchange, the copy of
such annual return shall also be signed by a secretary in whole-tinme
practice].

(2) There shall also be filed with the Registrar along with the
return a certificate signed by 5[the signatories] of the return
stating- -

(a) that the return states the facts as they stood on the
day of the annual general neeting aforesaid, correctly and
completely ; 6* * *

7[ (aa) that since the date of the last annual return the
transfer of all shares and debentures and the issue of al
further certificates of shares and debentures have been

appropriately recorded in the books maintained for the pur-
pose; and]

1. Ins by Act 65 of 1960, s. 39.
2 Subs by s. 39, ibid., for " and its nanager"

3 The words "managi ng agent, secretaries and treasurers,"” onitted

by Act 31 of 1988, S.23 (w.e.f. 15-6-1988).
4 Ins. by s.23, ibid. (we.f. 15-6-1988).

5 Subs. by s.23, ibid. (we.f. 15-6-1988).

6 The word "and" omtted by Act 65 of 1960, s. 40,

7 Ins. by s. 40, ibid.
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(b) in the case of a private conmpany also, (i) that the
conmpany has not, since the date of the annual general neeting
with reference to which the last return was subnmitted, or in
the case of a first return, since the date of the in-
corporation of the conpany, issued any invitation to the
public to subscribe for any shares or debentures of the
conmpany, and (ii) that, where the annual return discloses the
fact that the nunber of nenbers of the conpany exceeds fifty,
the excess consists wholly of persons who under sub-clause
(b) of clause (iii) of sub-section. (1) of section 3 are not
to be included in reckoning the nunmber of fifty.

162.

Penalty and interpretation.

162. Penalty and interpretation. (1) If a conpany fails to
comply with any of the provisions contained in section 159, 160 or
161, the company, and every officer of the company who is in default,
shall be punishable with fine which nay extend to fifty rupees for
every day during which the default continues.

(2) For the purposes of this section and sections 159, 160, and
161, the expressions " officer and director " shall include any
person in accordance with whose directions or instructions the Board
of directors of the Conpany is accustoned to act.

General provisions regarding registers and returns

163.

Pl ace of keeping, and inspection of, registers and returns.

163. Pl ace of keeping, and inspection of, registers and
returns. (1) The register of menbers conmencing fromthe date of the
registration of the conpany, the index of nenbers, the register and
i ndex of debenture holders, and copies of all annual returns prepared
under sections 159 and 160, together with the copies of certificates
and docunents required to be annexed thereto under sections 160 and
161, shall be kept at the registered office of the conpany:

1[ Provided that such registers, indexes, returns and copies of
certificates and docunments or any or nore of them may, instead of
being kept at the registered office of the conpany, be kept at any
other place within the city, town or village in which the registered
office is situate, if--

(i) such other place has been approved for this purpose by
a special resolution passed by the conpany in genera
neeti ng, 2 J[and]

3* * * * *



1. Ins. by Act 65 of 1960, s. 41.
2. Ins. by Act 31 of 1965, s. 17 (w.e.f. 15-10-1965).

3. . (ii) onitted by s. 17, ibid. (we.f. 15-10-1965).
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(1ii) the Regi strar has been given in advance a copy of
t he proposed special resolution.]

1[ (1A) Notwi t hst andi ng anyt hing contai ned in sub-section (1), the
Central Governnment rmay nake rules for the preservation and for the
di sposal, whether by destruction or otherwise, of the registers,
i ndexes,
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returns, and copies of certificates and other docunents referred to in
sub-section (1).]

(2) The registers, indexes, returns, and copies of certificates
and ot her docunents referred to in sub-section (1) shall, except when
the regi ster of nenbers or debenture holders is closed under the pro-
visions of this Act, be open during business hours (subject to such
reasonable restrictions, as the conpany nay inpose, so that not |ess
than two hours in each day are allowed for inspection) to the inspec-
tion--

(a) of any nenber or debenture holder, wthout fee; and

(b) of any other person, on paynent of 1[such sum as nmay be
prescri bed] each inspection.

(3) Any such nmenber, debenture hol der or other person may-
(a) nake extracts from any register, index, or copy
referred to in sub-section (1) without fee or additional fee,
as the case nay be ; or

(b) require a copy of any such register, index or copy or
of any part thereof, on payment of 1[such sum as nmay be



prescribed] for every one hundred words or fractional part
thereof required to be copied.

(4) The conpany shall cause any copy required by any person
under cl ause (b) of sub-section (3) to be sent to that person within a
period of ten days, exclusive of non-working days, comencing on the
day next after the day on which the requirement is received by the

conpany.

(5) If any inspection, or the making of any extract required
under this section, is refused, or if any copy required under this
section is not sent within the period specified in sub-section (4),
t he conpany, and every officer of the conpany who is in default, shal
be puni shable, in respect of each offence, with fine which may extend
to fifty rupees for every day during which the refusal of default
conti nues.

(6) The 2[conpany Law Board] may also by order, conpel an
i mediate inspection of the docunment, or direct that the extract
required shall forthwith be. allowed to be taken by the person
requiring it, or that the copy required shall forthwith be sent to the
person requiring it, as the case nmay be.
164.
Regi sters, etc., to be evidence.

164. Regi sters, etc., to be evidence. The regi ster of nenbers,

t he register of debenture holders, and the annual returns,
certificates and statenents referred to in

1. Subs. by Act 31 of 1988, s.67 (we.f. 15-7-1988).

2. Subs. by s.67, ibid. (we.f. 31-5-1991).
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sections 159, 160 and 161 shall be prina facie evidence of any matters
directed or authorised to be inserted therein by this Act.

Meeti ngs and Proceedings

165.

Statutory nmeeting and statutory report of conpany.

165. Statutory neeting and statutory report of conmpany. (1) Every



conpany limted by shares, and every conpany linmted by guarantee and
having a share capital, shall, within a period of not less than one
month nor nore than six nonths fromthe date at which the conmpany is
entitled to conmence business, hold a general neeting of the nenbers
of the conpany, which shall be called " the statutory neeting"

(2) The Board of directors shall, at |east twenty-one days
before the day on which the neeting is held, forward a report (in this
Act referred to as " the statutory report ") to every nenber of the

conpany:

Provided that if the statutory report is forwarded later than is
requi red above, it shall, notw thstanding that fact, be deemed to have
been duly forwarded if it is so agreed to by all the nmenbers entitled
to attend and vote at the neeting.

(3) The statutory report shall set out-

(a) the total nunber 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
consi deration for which they have been allotted

(b) the total anmount of cash received by the conmpany in
respect of all the shares allotted, distinguished as
aforesaid ;

(c) an abstract of the receipts of the conpany and of the
payments nade there out, up to a date within seven days of
the date of the report, exhibiting under distinctive headings
the receipts of the conpany from shares and debentures and
other sources, the paynents nade there out, and particulars
concerning the balance remmining in hand, and an account or
estimate of the prelimnary expenses of the conpany, show ng
separately any commission or discount paid or to be paid on
the issue or sale of shares or debentures ;

(d) the nanes, addresses and occupations of the directors
of the company and of its auditors ; and also, if there be
any, of its managing agent, secretaries and treasurers,
manager, and secretary; and the changes, if any which

165

have occurred in such names, addresses and occupations since
the date of the incorporation of the company ;

(e) the particulars of any contract which, or t he
nmodi fication or the proposed nodification of which, is to
submtted to the neeting for its approval, together in the
latter case wth the particulars of the nodification or
proposed nodi fication ;



(f) the extent, if any, to which each under-witing contract,
i f any, has not been carried out, and the reasons therefore

(g) the arrears, if any, due on calls fromevery director ;
fromthe nanagi ng agent, every partner of the nmanagi ng agent,
every firm in which the nanaging agent is a partner, and
where the managi ng agent is a private conpany, every director
thereof ; fromthe secretaries and treasurers ; where they
are a firm fromevery partner therein ; and where they are a
private conpany, fromevery director thereof ; and from the
manager, and

(h) the particulars of any comni ssion or brokerage paid or
to be paid in connection with the issue or sale of shares or
debentures to any director; to the nmanaging agent, any
partner of the nmanagi ng agent, any firmin which the nmanagi ng
agent is a partner; and where the nmanagi ng agent is a private
conmpany, to any director thereof ; to the secretaries and
treasurers ; where they are a firm to any partner therein
and where they are a private conpany,to any director thereof;
or to the manager.

(4) The statutory report shall be certified as correct by not
|l ess than two directors of the conpany one of whom shall be a managi ng
director, where there is one.

After the statutory report has been certified as aforesaid, the
auditors of the conpany shall, in so far as the report relates to the
shares allotted by the conpany, the cash received in respect of such
shares and the recei pts and paynents of the conpany 1* * * certify it
as correct.

(5) The Board shall cause a copy of the statutory report
certified as is required by this section to be delivered to the
Registrar for registration forthwith, after copies thereof have been
sent to the nenbers of the conpany.

1 The words " on capital account " omtted by Act 65 of 1960, s.
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(6) The Board shall cause a list showing the nanes, addresses
and occupations of the nmenbers of the conpany, and the nunber of
shares held by themrespectively, to be produced at the comrencenent
of the statutory neeting, and to remain open and accessible to any
menber of the conpany during the continuance of the neeting.

(7) The nenbers of the conpany present at the nmeeting shall be
at liberty to discuss any matter relating to the formation of the
conpany or arising out of the statutory report, whether previous
noti ce has been given or not ; but no resolution may be passed of
whi ch notice has not been given in accordance with the provisions of



this Act.

(8) The neeting may adjourn fromtine to time, and at any
adj ourned neeting any resolution of which notice has been given in
accordance with the provisions of this Act, whether before or after
the forner neeting, may be passed ; and the adjourned neeting shal
have the same powers as an original neeting.

(9) |If default is nade in conplying with the provisions of this
section, every director or other officer of the conmpany who is in
default shall be punishable with fine which may extend to five hundred
rupees.

(10) This section shall not apply to a private conpany.

166.

Annual general neeting.

166. Annual general neeting. 1[ (1) Every conpany shall in each
year hold in addition to any other neetings a general neeting as its
annual general neeting and shall specify the neeting as such in the
notices calling it ; and not nore than fifteen nonths shall el apse
between the date of one annual general neeting of a conpany and that
of the next:

Provi ded that a conpany nmay hold its first annual general neeting
within a period of not nore than eighteen nonths fromthe date of its
incorporation ; and if such general neeting is held wthin that
period, it shall not be necessary for the conpany to hold any annua
general neeting in the year of its incorporation or in the follow ng
year:

Provided further that the Registrar may, for any special reason
extend the time within which any annual general neeting (not being the
first annual general neeting) shall be held, by a period not exceeding
three nonths.]

(2) Every annual general neeting shall be called for a tine

during business hours, on a day that is not a public holiday, and
shal | be

1 Subs. by Act 65 of 1960, s. 43, for sub-section (1).
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held either at the registered office of the conpany or at sonme other
place within the city, town or village in which the registered office
of the conpany is situate 1* * *:

2[ Provided that the Central CGovernnent may exenpt any class of



conpanies from the provisions of this sub-section subject to such
conditions as it may inpose:

Provi ded further that-

(a) a public conpany or a private conpany which is a subsi-
diary of a public conpany, may by its articles fix the tine
for its annual general neetings and may al so by a resolution
passed in one annual general neeting fix the tine for its
subsequent annual general neetings; and

(b) a private conmpany which is not a subsidiary of a public
conpany, may in |ike manner and al so by a resolution agreed
to by all the nenbers thereof, fix the times as well at the
place for its annual general neeting.]

167.

Power of conpany Law Board to call annual general neeting.

167. Power of conpany Law Board to call annual general neeting. (1)
If default is made in holding an annual general neeting in accordance
with section 166, the 3[ Conpany Law Board] may, not wth standing
anything in this Act or in the articles of the conpany, the
application of any menber of the conpany, call, or direct the calling
of, a general neeting of the conpany and give such ancillary or
consequential directions as the 3[Conpany Law Board] thinks expedient
inrelation to the calling, holding and conducting of the neeting.

Expl anation.-The directions that may be given under this sub-
section may include a direction that one menber of the conpany present
in person or by proxy shall be deened to constitute a neeting.

(2) A general neeting held in pursuance of sub-section (1)
shal |, subject to any directions of the 3[Conpany Law Board] be deened
to be an annual general neeting of the conpany.

168.

Penalty for default in conplying with section 166 or 167.

168. Penalty for default in conplying with section 166 or 167. If
default is nmade in holding a neeting of the conpany in accordance with
section 166, or in conplying with any directions of the Centra
CGovernnent under sub-section (1) of section 167, the conpany, and
every officer of the conmpany who is in default, shall be punishable
with fine which my extend to five thousand rupees 4[and

1 The words "and the notices calling the neeting shall specify it
at the annual general neeting" omtted by Act 65 of 1960, s. 43.

2 Ins. by s. 43, ibid.

3. Subs. by Act 31 of 1988, s.67 (w.e.f. 31-5-1991).



4. Ins. by Act 65 of 1960, s.44.
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in the case of a continuing default, with a further fine which my
extend to two hundred and fifty rupees for every day after the first
during which such default continues].

169.

Calling of extraordi nary general neeting on requisition

169. Calling of extraordinary general neeting on requisition. (1)
The Board of directors of a conpany shall, on the requisition of such
nunber of menbers of the conpany as is specified in sub-section (4),
forthwith proceed duly to call an extraordi nary general neeting of the

conpany.

(2) The requisition shall set out the matters for t he
consi deration of which the neeting is to be called, shall be signed by
the requisitionists, and shall be deposited at the registered office
of the conpany.

(3) The requisition may consist of several docunents in |I|ike
form each signed by one or nore requisitionists.

(4) The nunber of nenbers entitled to requisition a neeting in
regard to any matter shall be-

(a) in the case of a conpany having a share capital, such
nunber of themas hold at the date of the deposit of the
requisition, not less than one-tenth of such of the paid-up
capital of the conmpany as at that date carries the right of
voting in regard to that matter ;

(b) in the case of a conpany not having a share capital
such nunber of themas have at the date of deposit of the
requi sition not |ess than one-tenth of the total voting power
of all the nmenbers having at the said date a right to vote in
regard to that matter.

(5) Where two or nore distinct matters are specified in the
requi sition, the provisions of sub-section (4) shall apply separately
in regard to each such matter; and the requisition shall accordingly
be wvalid only in respect of those matters in regard to which the
condition specified in that sub-section is fulfilled.

(6) If the Board does not, within twenty-one days fromthe date
of the deposit of a valid requisitionin regard to any matters,
proceed duly to call a neeting for the consideration of those natters
on a day not later than forty-five days fromthe date of the deposit



of the requisition, the neeting may be call ed-

(a) by the requisitionists thensel ves,

(b) in the case of a conpany having a share capital, by
such of the requisionists as represent either a mgjority in
val ue of the paid-up share capital held by all of them or
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not |ess than one-tenth of such of the paid-up share capita
of the conpany as is referred to in clause (a) of sub-section
(4), whichever is less ; or
(c) in the case of a conpany not having a share capital, by
such of the requisitionists as represent not |ess than one-
tenth of the total voting power of all the nenbers of the
conpany referred to in clause (b) of sub-section (4).
Expl anation.-For the purposes of this sub-section, the Board
shall, in the case of a neeting at which a resolution is to be

proposed as a special resolution, be deenmed not to have duly convened
the neeting if they do not give such notice thereof as is required by
sub-section (2) of section 189.

(7) A neeting cal | ed under sub-section (6) by t he
requi sitionists or any of them

(a) shall be called in the sane manner, as nearly as
possible, as that in which neetings are to be called by the
Board; but

(b) shall not be held after the expiration of three nonths
fromthe date of the deposit of the requisition

Expl anation.-Nothing in clause (b) shall be deened to prevent a
meeting duly commenced before the expiry of the period of three
nonths, aforesaid, fromadjourning to sone day after the expiry of
t hat peri od.

(8) Were two or nore persons hold any shares or interest in a
conpany jointly, a requisition, or a notice calling a neeting, signed

by one or sone only of themshall, for the purposes of this section
have the sanme force and effect as if it had been signed by all of
t hem

(9) Any reasonable expenses incurred by the requisitionists by
reason of the failure of the Board duly to call a neeting shall be
repaid to the requisitionists by the conmpany; and any sum so repaid
shal |l be retained by the conpany out of any suns due or to beconme due
from the conpany by way of fees or other renuneration for their
services to such of the directors as were in default.



170.

Section 171 to 186 to apply to neetings.

170. Section 171 to 186 to apply to neetings. (1) The provisions
of sections 171 to 186-

(i) shall, notw thstanding anything to the contrary in the
articles of the conpany, apply wth respect to genera
meetings of a public conmpany, and of a private conmpany which
is a subsidiary of a public conpany; and
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(ii) shall. unless otherw se specified therein or unless the
articles of the conpany otherw se provide, apply with respect
to general neetings of a private conpany which is not a
subsidiary of a public conpany.

(2) (a) Section 176, with such adaptations and nodifications, if
any, as may be prescribed, shall apply with respect to neetings of any
class of nmenbers, or of debenture holders or any class of debenture
hol ders, of a conpany, in like manner as it applies with respect to
general neetings of the conpany.

(b) Unless the articles of the conpany or a contract binding on
the persons concerned otherw se provide, sections 171 to 175 and
sections 177 to 186 with such adaptations and nodifications, if any,
as nmay be prescribed, shall apply with respect to neetings of any
class of menbers, or of debenture holders or any class of debenture
hol ders, of a conpany, in like manner as they apply with respect to
general neetings of the conpany.

171.
Length of notice for calling neeting.

171. Length of notice for calling nmeeting. (1) A general neeting
of a conpany may be called by giving not |ess than twenty-one days
notice in witing.

(2) A general neeting nay be called after giving shorter notice

than that specified in sub-section (1), if consent is accorded
t her et o-

(i) in the case of an annual general neeting, by all the
menbers entitled to vote thereat ; and

(ii) in the case of any other neeting, by nenbers of the



conpany (a) holding, if the conpany has a share capital, not
less than 95 per cent. of such part of the paid-up share
capital of the conpany as gives aright to vote at the
nmeeting, or (b) having, if the conpany has no share capital
not less than 95 per cent. of the total voting power
exerci sable at that neeting

Provi ded that where any nenbers of a conpany are entitled to vote
only on sone resolution or resolutions to be noved at a neeting and
not on the others, those nmenbers shall be taken into account for the
purposes of this sub-section in respect of the former resolution or
resol utions and not in respect of the latter

172.

Contents and manner of service of notice and persons on whomit is tobe
served.

172, Contents and manner of service of notice and persons on whom
it is to be served. (1) Every notice of a nmeeting of a conpany shal
specify the place and the day and hour of the neeting, and shal
contain a statenent of the business to be transacted thereat.

171

(2) Notice of every neeting of the conpany shall be given-

(i) to every nenber of the conpany, in any manner
aut hori sed by sub-sections (1) to (4) of section 53;

(ii) to the persons entitled to a share in consequence of
the death or insolvency of a menber, by sending it through
the post in a prepaid letter addressed to them by name, or by
the title of representatives of the deceased, or assignees of
the insolvent, or by any like description, 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
nm ght have been given if the death or insolvency had not
occurred; and

(iii) to the auditor or auditors for the tine being of the
conmpany, in any nmanner authorised by section 53 in the case
of any nenber or nmenbers of the conpany:

1[Provided that where the notice of a neeting is given by
advertising the same in a newspaper circulating in the nei ghbourhood of
the registered office of the conpany under sub-section (3) of section
53, the statenent of material facts referred to in section 173 need
not be annexed to the notice as required by that section but it shal
be nentioned in the adverti sement that the statenent has been forwarded



to the nenbers of the conpany.]

(3) The accidental onission to give notice to, or the non-
recei pt of notice by, any menber or other person to whomit should be
given shall not invalidate the proceedings at the neeting.

173.

Expl anatory statenent to be annexed to notice.

173. Expl anatory statenent to be annexed to notice.(1l) For the
pur poses of this section,--

(a) in the case of an annual general neeting, all business to
be transacted at the neeting shall be deemed special, wth
the exception of business relating to (i) the consideration
of the accounts, balance sheet and the reports of the Board
of directors and auditors, (ii) the declaration of a
dividend, (iii) the appointnent of directors in the place of
those retiring, and (iv) the appointnent of, and the fixing
of the renmuneration of, the auditors; and

(b) in the case of any other neeting, all business shall be
deened speci al

172.

(2) Were any itens of business to be transacted at the neeting
are deened to be special as aforesaid, there shall be annexed to the
notice of the neeting a statenent setting out all material facts
concerning each such item of business, including in particular 1[the
nature of the concern or interest], if any, therein, of every
director, the managi ng agent, if any, the secretaries and treasurers,
if any, and the manager, if any:

2[ Provided that where any item of special business as aforesaid
to be transacted at a neeting of the conpany relates to, or affects,
any other conpany, the extent of shareholding interest in that other
conpany of every director, the managi ng agent, if any, the secretaries
and treasurers, if any, and the manager, if any, of the first-
nmenti oned conpany shall also be set out in the statenent if the extent
of such shareholding interest is not less than twenty per cent. of the
pai d-up share capital of that other conpany.]

(3) Were any itemof business consists of the according of
approval to any docunent by the meeting, the time and place where the
docunent can be inspected shall be specified in the statenent
af or esai d.



174.

Quorum for neeting.

174. Quorum for neeting. (1) Unless the articles of the conpany
provide for a |larger nunber, five nmenbers personally present in the
case of 3[public conpany (other than a public conpany which has becone
such by virtue of section 43A), and two nenbers personally present in
the case of any other company,] shall be the quorumfor a nmeeting of
t he conpany.

(2) Unless the articles of the conpany otherwi se provide, the
provi sions of sub-sections (3), (4) and (5) shall apply with respect
to the nmeetings of a public or private conpany.

(3) If within half an hour fromthe tine appointed for holding a
meeting of the conpany, a quorumis not present, the neeting, if
call ed upon the requisition of nenbers, shall stand di ssol ved.

(4) In any other case, the neeting shall stand adjourned to the
same day in the next week, at the sane tine and place, or to such
other day and at such other tine and place as the Board nay detern ne

(5) If at the adjourned neeting also, a quorumis not present
within half an hour fromthe tinme appointed for holding the neeting
the menbers present shall be a quorum

1. Subs. by Act 65 of 1960, s. 46, for "the nature and extent of
the interest”.

2. Ins. by s. 46, ibid.

3. Subs. by Act 31 of 1965, s. 18, for certain words (we.f. 15-
10- 1965) .
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175.

Chai rman of neeting.

175. Chairnman of nmeeting. (1) Unless the articles of the conpany
ot herwi se provide, the nenbers personally present at the neeting shal
el ect one of thenselves to be the chairnman thereof on a show of hands.

(2) If a poll is demanded on the election of the chairman, it
shall be taken forthwith in accordance with the provisions of this
Act, the chairnan el ected on a show of hands exercising all the powers
of the chairnman under the said provisions.



(3) If sone other person is elected chairman as a result of the

poll, he shall be chairman for the rest of the neeting.
176.
Pr oxi es.

176. Proxies. (1) Any nmenber of a conpany entitled to attend and
vote at a neeting of the conpany shall be entitled to appoint another
person (whether a nenber or not) as his proxy to attend and vote
i nstead of hinself; but a proxy so appointed shall not have any right
to speak at the neeting:

Provi ded that, unless the articles otherw se provide-

(a) this sub-section shall not apply in the case of a
conmpany not having a share capital

(b) a nenber of a private conpany shall not be entitled to
appoi nt nore than one proxy to attend on the sane occasion ;
and

(c) a proxy shall not be entitled to vote except on a poll

(2) In every notice calling a neeting of a conpany which has a
share capital, or the articles of which provide for voting by proxy at
the nmeeting, there shall appear with reasonabl e promi nence a statenent
that a nenber entitled to attend and vote is entitled to appoint a
proxy, or, where that is allowed, one or nore proxies, to attend and
vote instead of hinmself, and that a proxy need not be a nenber.

If default is made in conplying with this sub-section as respects
any neeting, every officer of the conpany who is in default shall be
puni shabl e with fine which may extend to five hundred rupees.

1[(3) Any provision contained in the articles of a public
conpany, or of a private conpany which is a subsidiary of a public
conpany, which specifies or requires a longer period than forty-eight
hours before a neeting of the conpany, for depositing with the conpany
or any other person any instrunment appointing a proxy or any other
docunent necessary to, show the validity or otherwise relating to

1 Subs. by Act 65 of 1960, s. 47, for sub-section (3).
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the appointnment of a proxy in order that the appointrment nmay be
ef fective at such neeting, shall have effect as if a period of forty-
ei ght hours had been specified in or required by such provision for



such deposit.]

(4) If for the purpose of any neeting of a conpany, invitations
to appoint as proxy a person or one of a nunber of persons specified
inthe invitations- are issued at the conpany's expense to any nenber
entitled to have a notice of the neeting sent to him and to vote
thereat by proxy, every officer of the conmpany who knowi ngly issues
the invitations as aforesaid or wilfully authorises or pernmits their
i ssue shall be punishable with fine which nay extend to one thousand
rupees:

Provi ded that an officer shall not be punishable under this sub-
section by reason only of the issue to a nenber at his request in
witing of a formof appointnment nanming the proxy, or of a list of
persons willing to act-as proxies, if the formor list is available on
request in witing to every nenber entitled to vote at the nmeeting by

proxy.

(5) The instrunent appointing a proxy shall -

(a) beinwiting ; and

(b) be signed by the appointer or his attorney duly
authorised in witing 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 any of the forns set
out in Schedule I X, shall not be questioned on the ground that it
fails to conply wth any special requirenents specified for such
instrunment by the articles.

(7) Every nenber entitled to vote at a nmeeting of the conpany,
or on any resolution to be noved thereat, shall be entitled during the
period beginning twenty-four hours before the time fixed for the
commrencenent of the neeting and ending with the conclusion of the
nmeeting, to inspect the proxies |lodged, at any tine during the
busi ness hours of the conpany, provided not less than three days
notice in witing of the intention so to inspect is given to the

conpany.

177.

Voting to be by show of hands in first instance.
177.Voting to be by show of hands in first instance. At any
general neeting, a resolution put to the vote of the neeting shall

unl ess a poll is demanded under section 179, be decided on a show of
hands.

175



178.

Chairman's declaration of result of voting by show of hands to
beconcl usi ve.

178. Chairman's declaration of result of voting by show of hands
to be conclusive. A declaration by the chairman in pursuance of
section 177 that on a show of hands, a resolution has or has not been
carried, or has or has not been carried either unaninously or by a
particul ar majority, and an entry to that effect in the books
containing the mnutes of the proceedings of the conpany, shall be
conclusive evidence of the fact, w thout proof of the nunber or
proportion of the votes cast in favour of or against such resolution

179.

Demand for poll.

179. Demand for poll. (1) Before or on the declaration of the
result of the voting on any resolution on a show of hands, a poll my
be ordered to be taken by the chairman of the neeting of his own
motion, and shall be ordered to be taken by himon a demand made in
that behalf by the persons or person specified below, that is to
say, - -

1 [(a)in the case of a public conpany having a share capital, by
any menbers present in person or by proxy and hol ding shares in the

conpany-

(i)which confer a power to vote on the resolution not being
| ess than one tenth of the total voting power in respect of
the resolution, or

(ii)on which an aggregate sumof not |less than fifty thou-
sand rupees has been paid up

(b) in the case of a private conpany having a share capital, by
one nmenber having the right to vote on the resolution and present in
person or by proxy if not nore than seven such nenbers are personally
present, and by two such nenbers present in person or by proxy, if
nore than seven such nmenbers are personally present,

(c) in the case of any other conpany, by any nenber or nenbers
present in person or by proxy and having not |ess than one tenth
of the total voting power in respect of the resolution].

(2) The demand for a poll nay be withdrawn at any time by the
person or persons who nmade the demand.

180.

Ti me of taking poll.



180.Time of taking poll. (1) A poll demanded on a question of
adj ournnent shall be taken forthwth.

(2) A poll demanded on any other question (not being a question
relating to the election of a chairman which is provided for in sec-
tion 175) shall be taken at such tine not being later than forty-

1. Subs. by Act 31 of 1988, s.24 (w.e.f. 15-6-1988).
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eight hours fromthe tinme when the denmand was nmade, as the chairnan
may direct.

181.

Restriction on exercise of voting right of nenmbers who have not
pai dcal | s,

etc.

181. Restriction on exercise of voting right of nmenbers who have
not paid calls, etc. Notwi thstanding anything contained in this Act,
the articles of a conpany may provide that no menber shall exercise
any voting right in respect of any shares registered in his name on
which any calls or other sums presently payable by himhave not been
paid, or in regard to which the conpany has and has exercised any
right of lien.

182.

Restrictions on exercise of voting right in other cases to be void.

182. Restrictions on exercise of voting right in other cases to
be void. A public conpany, or a private conpany which is a subsidiary
of a public conpany shall not prohibit any nenber fromexercising his
voting right on the ground that he has not held his share or other
interest in the conpany for any specified period preceding the date on
which the vote is taken, or on any other ground not being a ground set
out in section 181

183.

Ri ght menber to use his votes differently.

183. Right nenber to use his votes differently. On a poll taken at
a neeting of a conpany, 'a nenber entitled to nore than one vote, or



his proxy, or other person entitled to vote for him as the case my
be, need not, if he votes, use all his votes or cast in the sanme way
all the votes he uses.

184.

Scrutineers at poll

184. Scrutineers at poll. (1) Were a poll is to be taken, the
chairman of the neeting shall appoint two scrutineers to scrutinise
the votes given on the poll and to report thereon to him

(2) The chairman shall have power, at any tine before the result
of the poll is declared, to remove a scrutineer fromoffice and to
fill vacancies in the office of scrutineer arising fromsuch renova
or from any other cause.

(3) O the two scrutineers appointed under this section, one
shal | always be a menber (not being an officer or enployee of the com
pany) present at the neeting, provided such a nmenber is available and
willing to be appointed.

185.

Manner of taking poll and result thereof.

185. Manner of taking poll and result thereof. (1) Subject to the
provisions of this Act, the chairman of the neeting shall have power
to regulate the manner in which a poll shall be taken

(2) The result of the poll shall be deenmed to be the decision of
the nmeeting on the resolution on which the poll was taken
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186.

Power of Conpany Law Board to order neeting to be call ed.

186. Power of Conpany Law Board to order neeting to be called. (1)
If for any reason it is inpracticable to call a neeting of a conpany,
ot her than an annual general neeting, in any manner in which neetings
of the conpany may be called, or to hold or conduct the neeting of the
conpany in the nmanner prescribed by this Act or the articles, the
1[ Conpany Law Board] nmy, either of its own notion or on the
application of any director of the conpany, or of any nenber of the



conpany who would be entitled to vote at the neeting,--

(a) order a neeting of the conpany to be called, held and
conducted in such manner as the 1[ Conpany Law Board] thinks
fit; and

(b) give such ancillary or consequential directions as the
1[ Conpany Law Board] thinks expedient, including directions
nodi fying or supplenmenting in relation to the calling,
hol di ng and conducting of the neeting, the operation of the
provisions of this Act and of the conpany's articles.

Expl anation.-The directions that may be given under this sub-
section may include a direction that one nenber of the conpany present
in person or by proxy shall be deened to constitute a neeting.

(2) Any neeting called, held and conducted in accordance wth
any such order shall, for all purposes, be deenmed to be a neeting of
the conpany duly called, held and conduct ed.

187.

Representation of corporations at neetings of conpanies and
of credi tors.

187. Representation of corporations at neetings of conpanies and
of creditors. (1) A body corporate (whether a conpany w thin the nean-
ing of this Act or not) may-

(a) if it is a nenber of a conpany within the neaning of
this Act, by resolution of its Board of directors or other
governi ng body, authorise such person as it thinks fit to act
as its representative at any neeting of the conmpany, or at
any neeting of any class of nenbers of the conpany;

(b) if it is a creditor (including a holder of debentures)
of a conpany within the meaning of this Act, by resolution of
its directors or other governing body, authorise such person
as it thinks fit to act as its representative at any neeting
of any creditors of the conpany held in pursuance of this Act
or of any rules nmade thereunder, or in

1 Subs. by Act 41 of 1974, s. 14, for "Court" (we.f. 1-2-1975).
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pursuance of the provisions contained in any debenture or
trust deed, as the case nay be.



(2) A person authorised by resolution as aforesaid shall be
entitled to exercise the sane 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 were 1[an individua
menber), creditor or hol der of debentures of the conpany.

187A

Representation of the President and Governors in neetings of conpani esof
whi ch
they are nenbers

2[ 187A. Representati on of the President and Governors in neetings
of conpani es of which they are nenbers. (1) The President of India or
the CGovernor of a State if he is a nmenber of a conpany, nmay appoint
such person as he thinks fit to act as his representative at any
nmeeting of the conpany or at any neeting of any class of nmenbers of
t he conpany.

(2) A person appointed to act as aforesaid shall, for the
purposes of this Act, be deened to be a nenber of such a conpany and
shall be entitled to exercise the sane rights and powers (including

the right to vote by proxy) as the President or, as the case may be,
the Governor could exercise as a nenber of the conpany.]

187B

Exercise of voting rights in respect of shares held in trust.

3[187B. Exercise of voting rights in respect of shares held in
trust. (1) Save as otherwise provided in section 153B  but
not wi t hst andi ng anything contained in any other provisions of this Act
or any other law or any contract, nenorandum or articles, where any
shares in a conpany are held in trust by a person (hereinafter
referred to as trustee), the rights and powers (including the right to
vote by proxy) exercisable at any neeting of the conpany or at any
meeting of any class of nenbers of the conpany by the trustee as a
menber of the company shall -

(a) cease to be exercisable by the trustee as such nenber.
and

(b) becone exercisable by the public trustee.

(2) The public trustee may, instead of hinmself attending the
nmeeting, and exercising the rights and powers, as aforesaid, appoint
as his proxy an officer of Governnent or the trustee hinself to attend
such neeting and to exercise such rights and powers in accordance with
the directions of the public trustee

Provided that where the trustee is appointed by the public
trustee as his proxy, the trustee shall be entitled, notw thstanding
anyt hi ng



1. Subs. by Act 65 of 1960, s. 48, for "a nenber".
2. Ins. by s. 49, ibid.

3. Ins. by Act 53 of 1963, s. 8 (we.f. 1-12-1964).
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contained in any other provisions of this Act, to exercise such rights
and powers in the same nmanner as he would have been but for the
provi sions of this section.

(3) The public trustee may abstain fromexercising the rights
and powers conferred on himby this section if in his opinion the
objects of the trust or the interests of the beneficiaries of the
trust are not likely to be adversely affected by such abstention

(4) If for any reason the trustee considers that the public
trustee should not abstain fromexercising the rights and powers
conferred on himby this section and the exercise of such rights and
powers is necessary in order to safeguard the objects of the trust or
the interests. of the beneficiaries of the trust, he, may by witing
comruni cate his views in this behalf to the public trustee but the
public. trustee nmay in his discretion either accept such views or
reject the sane.

(5) No suit, prosecution or other |egal proceeding shall lie
against 'the public trustee at the instance of the trustee or any
person on his behalf or any other person on the ground that the public
trustee has abstained fromexercising the rights and powers conferred
on himby this section

(6) In order to enable the public trustee to exercise the rights
and powers aforesaid, the public trustee shall also be entitled to.
receive and inspect all books and papers under this Act, which a
menber is entitled to receive and inspect.]

187C

Decl aration by persons not holding beneficial interest in any share.

1[ 187C. Decl arati on by persons not hol ding beneficial interest in
any share. (1) Notwithstanding anything contained in section 150
section 153B or section 187B, a person, whose nane is entered, at the
commencenent of the Conpani es (Arendnent) Act, 1974, (41 of 1974) or at
any tinme thereafter, in the register of nenbers of a conpany as the
hol der of a share in that conpany but who does not hold the beneficia
interest in such share, shall, within such tine and in such form as
may be prescribed, nake a declaration to the conpany specifying the
nane and other particulars of the person who holds the beneficial
interest in such share.

(2) Notwi thstandi ng anyt hi ng contai ned el sewhere in this Act, a
person who holds a beneficial interest in a share or a class of



shares of a conpany shall, within thirty days fromthe comrencenent of
t he Conpani es (Anendnment) Act, 1974, (41 of 1974) or within thirty days
after

1. Ins. by Act 41 of 1974, s. 15 (we.f. 1-2-1975).
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his becom ng such beneficial owner, whichever is later, nmake a decl a-
ration to the conpany specifying the nature of his interest, parti-
cul ars of the person in whose nanme the shares stand registered in the
books of the conpany and such other particulars as may be prescri bed.

(3) Wenever there is a change in the beneficial interest in
such shares the beneficial owner shall, within thirty days from the
date of such change, nake a declaration to the conpany in such form
and contai ning such particulars as may be prescribed.

(4) Notwithstandi ng anything contained in section 153 where any
declaration referred to in sub-section (1), sub-section (2) or sub-
section (3) is nade to a conpany, the conpany shall nake a note of
such declaration, inits register of nenbers and shall file, wthin
thirty days from the date of receipt of the declaration by it, a
return in the prescribed formwith the Registrar with regard to such
decl arati on.

(5) (a) If any person, being required by the provisions of sub-
section (1), sub-section (2) or sub-section (3), to nake a
declaration, fails w thout any reasonable excuse, to do so, he shal
be punishable with fine which nmay extend to one thousand rupees for
every day during which the failure continues.

(b) If a conpany fails to conply with the provisions of this
section, the conpany, and every officer of the conpany who is in
default, shall be punishable with fine which may extend to one hundred
rupees for every day during which the default continues.

(6) Any charge, promssory note or any other collateral agree-
ment, created, executed or entered into in relation to any share, by
the ostensible owner thereof, or any hypothecation by the ostensible
owner of any share, in respect of which a declaration is required to
be made under the foregoing provisions of this section, but not so
declared, shall not be enforceable by the beneficial owner or any
person cl ai mng through him

(7) Nothing in this section shall be deened to prejudice the
obligation of a conpany to pay dividend in accordance wth the
provi sions of section 206, and the obligation shall, on such paynent,
stand di schar ged.
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187D

I nvestigati on of beneficial ownership of shares in certain cases.

187D. Investigation of beneficial ownership of shares in certain
cases. Wiere it appears to the Central Governnent that there are good
reasons, so to do, it nmay appoint one or nore |Inspectors to
investigate and report as to whether the provisions of section 187C
have been conplied with with regard to any share, and thereupon the
provisions of section 247 shall, as far as may be, apply to such
investigation as if it were an investigation ordered under that
section.]

188.

Circul ati on of nenbers' re-solutions.

188. Circulation of nenbers' re-solutions. (1) Subject to the
provisions of this section, a conpany shall, on the requisition in
witing of such nunber of menbers as is hereinafter specified and
(unless the conmpany otherwise resolves) at the expense of the
requi sitionists,-

(a) give to nenbers of the conpany entitled to receive
notice of the next annual general nmeeting notice of any
resol uti on which may properly be noved and is intended to be
noved at that neeting;

(b) <circulate to nenbers entitled to have notice of any
general neeting sent to them any statement of not nore than
one thousand words with respect to- the matter referred to in
any proposed resolution, or any business to be dealt with at
t hat neeting.

(2) The nunber of nenbers necessary for a requisition under sub-
section (1) shall be-

(a) such nunber of nenbers as represent not |ess than one-
twentieth of the total voting power of all the menbers having
at the date of the requisition aright to vote on the
resol ution or business to which the requisition relates; or

(b) not less than one hundred nmenbers having the right
aforesaid and holding shares in the conpany on which there
has been paid up an aggregate sum of not |ess than one | akh
of rupees in all.
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(3) Notice of any such resolution shall be given, and any such
statement shall be circulated to nmenbers of the conpany entitled to
have notice of the neeting sent to them by serving a copy of the
resolution or statenment on each nenber in any manner permtted for
service of notice of the neeting; and notice of any such resolution
shall be given to any other nenber of the company by giving notice of
the general effect of the resolution in any nmanner pernmitted for
giving himnotice of neetings of the conpany:

Provided that the copy shall be served, or notice of the effect
of the resolution shall be given, as the case may be, in the sane
manner and, so far as practicable, at the sane tine as notice of the
nmeeting, and where it is not practicable for it to be served or given
at that tine, it shall be served or given as soon as practicable
thereafter.

(4) A conpany shall not be bound under this section to give
notice of any resolution or to circulate any statenment unl ess-

(a) a copy of the requisition signed by the requisitionists
(or two or nore copies which between them contain the
signatures of all the requisitionists) is deposited at the
regi stered office of the conpany-

(i)in the case of arequisition requiring notice of a
resol ution, not less than six weeks before the neeting;

(ii)in the case of any other requisition, not less than two
weeks before the neeting; and

(b) there is deposited or tendered with the requisition a
sum reasonably sufficient to neet the conpany's expenses in
giving effect thereto:

Provided that if, after a copy of a requisition requiring notice
of a resolution has been deposited at the registered office of the
conpany, an annual general neeting is called for a date six weeks or
less after the copy has been deposited, the copy, although not
deposited within the time required by this sub-section shall be deened
to have been properly deposited for the purposes thereof.

(5) The conpany shall also not be bound under this section to
circulate any statenent if, on the application either of the conpany
or of any other person who clains to be aggrieved, the 1] Conpany Law
Board] satisfied that the rights conferred by this section are being
abused to secure needless publicity for defanmatory matter; and the
1[ Conpany Law Board] may order the conpany's costs on an application
under this section

1. Subs. by Act 31 of 1988, s.67 (w.e.f. 31-5-1991).
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to be paid in whole or in part by the requisitionists, notw thstandi ng
that they are not parties to the application

(6) A banking conpany shall not be bound to circul ate any state-
ment under this section, if, in the opinion of its Board of directors,
the circulation will injure the interests of the company.

(7) Notwithstanding anything in the conpany's articles, the
busi ness which may be dealt with at an annual general nmeeting shal
include any resolution of which notice is given in accordance wth
this section, and for the purposes of this sub-section, notice shal
be deened to have been so given, notwithstanding the accidenta
omssion in giving it, of one or nore nenbers.

(8) If default is made in complying with the provisions of this
section, every officer of the conpany who is in default, shall be
puni shabl e with fine which may extend to five thousand rupees.

189.

O dinary and special resol utions.

189. Ordinary and special resolutions. (1) A resolution shall be
an ordinary resolution when at a general neeting of which the notice
required under this Act has been duly given, the votes cast (whether
on a show of hands, or on a poll, as the case may be,) in favour of the
resolution (including the casting vote, if any, of the chairman) by
menbers who, being entitled so to do, vote in person, or where proxies
are allowed, by proxy, exceed the votes, if any, cast against the
resol ution by nmenbers so entitled and voting.

(2) Avresolution shall be a special resolution when-

(a) the intention to propose the resolution as a specia
resol ution has been duly specified in the notice calling the
general neeting or other intinmation given to the nenbers of
the resolution ; -

(b) the notice required under this Act has been duly given
of the general neeting; and

(c) the votes cast in favour of the resolution (whether on
a show of hands, or on a poll, as the case my be,) by
menbers who, being entitled so to do, vote in person, or
where proxies are allowed, by proxy, are not less than three
times the nunber of the votes, if any, cast against the
resol ution by menbers so entitled and voting.
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Resol utions requiring special notice.

190. Resolutions requiring special notice. (1) Were, by any
provision contained in this Act or in the articles, special notice is
required of any resolution, notice of the
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intention to nove the resolution shall be given to the conpany not
less than 1[fourteen days] before the neeting at which it is to be
moved, exclusive of the day on which the notice is served or deened to
be served and the day of the neeting.

2[(2) The conpany shall, inmediately after the notice of the
intention to nove any such resolution has been received by it, give
its menbers notice of the resolution in the same nmanner as it gi ves

notice of the neeting, 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 node allowed by the articles,
not |ess than seven days before the neeting.]

191.

Resol utions passed at adjourned neetings.

191. Resol uti ons passed at adjourned neetings. Wiere a resolution
i s passed at an adjourned neeting of-

(a) a comnpany;
(b) the holders of any class of shares in a conpany; or
(c) the Board of directors of a conpany;

the resolution shall, for all purposes, be treated as having been
passed on the date on which it was in fact passed, and shall not be
deened to have been passed on any earlier date.

192.

Regi stration of certain resolutions and agreenents.

192. Regi stration of certain resolutions and agreenents. (1) A
copy of every resolution 3[(together with a copy of the statenent of
mat eri al facts annexed under section 173 to the notice of the neeting
i n which such resolution has been passed)] or agreenent to which this
section applies shall, within 4[thirty] days after the passing or
maki ng thereof, be printed or typewitten and duly certified under the
signature of an officer of the conpany and filed with the Registrar



who shall record the sane.

(2) Were articles have been registered 5[a copy of every reso-
lution referred to in sub-section (1) which has the effect of altering
the articles and a copy of every agreenment referred to in that sub-
section] for the tine being in force shall be enbodied in or annexed
to every copy of the articles issued after the passing of the
resol ution or the nmaking of the agreemnent.

1 Subs. by Act 65 of 1960, s. 50, for "twenty-eight days".
2 Subs. by s. 50, ibid., for sub-sections (2) and (3).
3 Ins. by s. 51, ibid.

4 Subs. by Act 31 of 1965, s. 62 and Sch., for "fifteen" (we.f.
15-10- 1965) .

5 Subs. by Act 65 of 1960, s. 51, for "a copy of every such
resol ution or agreenent".
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(3) Were articles have not been registered, a printed copy of
every 1[resolution or agreenent referred to in sub-section (1)] shal
be forwarded to any nenber at his request, on paynent of one rupee.

(4) This section shall apply to-

(a) special resolutions;

(b) resolutions which have been agreed to by all the
menbers of a company, but which, if not so agreed to, would
not have been effective for their purpose unless they had
been passed as special resolutions;

(c) any resolution of the Board of directors of a conpany
or agreenment executed by a conpany, relating to t he
appoi nt nent, re-appointnent or renewal of the appointnment, or
variation of the terns of appointnent, of a managi ng
director;

(d) any agreenment relating tot the appointnent, re-
appoi nt nrent or renewal of the appoi ntment of a managi ng agent
or secretaries and treasurers for a conpany, or varying the
terns of any such agreenent, executed by the conpany;

(e) resol uti ons or agreenents which have been agreed to by
all the nenbers of any class of sharehol ders but which, if
not so agreed to, would not have been effective for their
purpose unless they had been passed by sone particul ar
majority or otherwise in sonme particular nanner; and al
resolutions or agreenments which effectively bind all the
menbers of any class of sharehol ders though not agreed to by
all those nenber; 2* * *



3[(ee) resolutions passed by a conpany-
(i)according consent to the exercise by its Board of

directors of any of the powers under clause (a), clause (d)
and clause (e) of sub-section (1) of section 293;

1 Subs. by Act 65 of 1960, s. 51, for "such resolution or
agreenent".

2 The word "and" omitted by s. 51, ibid.

3 Ins. by s. 51, ibid.
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(ii) approving the appointnment of sole selling agents under
1[ section 294 or section 294AA]; and]
(f) resolutions requiring a conpany to be wound up vol un-
tarily passed in pursuance of sub-section (1) of section 484;
2[(g) copies of the terns and conditions of appointnent of a
sole selling agent appointed under section 294 or of a sole
selling agent or other person appoi nted under section 294AA. ]
1 Subs. by Act 41 of 1974, s. 16, for "section 294" (w.e.f. 1-2-
1975).
2 1Ins. by s. 16, ibid. (we.f. 1-2-1975).
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(5)1f default is made in conplying with sub-section (1), the com
pany, and every officer of the conpany who is in default, shall be
puni shable with fine which may extend to twenty rupees for every day
during which the default continues.

(6)1f default is made in conplying with sub-section (2) or(3),the
conmpany, and every officer of the conpany who is in default, shall be
puni shable with fine which nmay extend to ten rupees for each copy in



respect of which default is nade.

(7)For the purposes of sub-sections (5) and (6), the [|iquidator
of a conpany shall be deemed to be an officer of the conpany.

193.

M nutes of proceedings of general neetings and of Board and
ot her neet i ngs.

193. M nutes of proceedi ngs of general neetings and of Board and
other neetings. 1[(1) Every conpany shall cause ninutes of al
proceedi ngs of every general neeting and of all proceedi ngs of every
meeting of its Board of directors or of every cormittee of the Board,
to be kept by making within 2[thirty] days of the conclusion of every
such neeting concerned, entries thereof in books kept for that purpose
with their pages consecutively nunbered.

(1A) Each page of every such book shall be initialled or signed
and the |l ast page of the record of proceedi ngs of each nmeeting in such
books shall be dated and si gned-

(a) in the case of mnutes of proceedings of a neeting of
the Board or of a comittee thereof, by the chairman of the
said neeting or the chairman of the next succeeding neeting ;

(b) in the case of mnutes of proceedings of a genera

meeting, by the chairman of the same neeting wthin the

aforesaid period of 2[thirty] days or in the event of the
death or inability of that chairman within that period, by a
director duly authorised by the Board for the purpose.

(1B) In no case the mnutes of proceedings of a neeting shall be
attached to any such book as aforesaid by pasting or otherw se.]

(2) The minutes of each neeting shall contain a fair and correct
summary of the proceedings thereat.

(3) Al appointments of officers nade at any of the neetings
aforesaid shall be included in the mnutes of the neeting.

(4) In the case of a neeting of the Board of directors or of a
conmittee of the Board, the minutes shall also contain-

(a) the nanes of the directors present at the neeting; and
1 Subs. by Act 65 of 1960, s. 52, for sub-section (1).

2 Subs. by Act 31 of 1965, s. 62 and Sch. for " fourteen "
(w.e.f. 15-10-1985).
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(b) in the case of each resolution passed at the neeting,
the names of the directors, if any, dissenting from or not
concurring in, the resolution.

(5) Nothing contained in Sub-sections (1) to (4) shall be deened
to require the inclusion in any such mnutes of any nmatter which, in
t he opinion of the chairnman of the neeting-

(a) is, or could reasonably be regarded as, defamatory of
any person ;
(b) isirrelevant or immterial to the proceedings ; or

(c) is detrinental to the interests of the company.

Expl anati on.-The chairman shall exercise an absolute discretion
in regard to the inclusion or non-inclusion of any matter in the
nm nutes on the grounds specified in this sub-section.

(6) If default is nmade in conplying with the foregoing provi-
sions of this section in respect of any neeting, the conpany, and
every officer of the conpany who is in default, shall be punishable
with fine which may extend to fifty rupees.

194.

M nutes to be evi dence.

11194. Mnutes to be evidence. Mnutes of neetings kept in
accordance with the provisions of section 193 shall be evidence of the
proceedi ngs recorded therein.]

195.

Presunptions to be drawn where mnutes duly drawn and si gned.

195. Presunptions to be drawn where nminutes duly drawn and signed.
Where ninutes of the proceedi ngs of any general neeting of the conpany
or of any neeting of its Board of directors or of a commttee of the
Board 2[have been kept in accordance with the provisions of section
193], then, until the contrary is proved, the nmeeting shall be deened
to have' been duly called and held, and all proceedings thereat to

have duly taken place, and in particular, all appointnents of
directors or |liquidators made at the neeting shall be deened to be
val i d.

196.



I nspection of mnute books of general neetings.

196. I nspection of ninute books of general neetings. (1) The books
contai ning the mnutes of the proceedi ngs of any general neeting of a
conmpany held on or after the 15th day of January, 1937, shall -

(a) be kept at the registered office of the conpany, and

(b) be open, during business hours, to the inspection of
any nenber without charge, subject to such reasonable

1. Subs. by Act 65 of 1960, s. 53, for s. 194.
2. Subs. by s. 54, ibid., for certain words.
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restrictions as the conpany nay, by its articles or in
general neeting inpose, so however that not less than two
hours in each day are all owed for inspection

(2) Any nenber shall be entitled to be furnished, within seven
days after he has nade a request in that behalf to the conpany, with a
copy of any minutes referred to in sub-section (1),on paynent of 1[such
sum as nmay be prescribed] for every one hundred words or fractiona
part thereof required to be copied.

(3) If any inspection required under sub-section (1) is refused
or if any copy required under sub-section (2) is not furnished wthin
the tine specified therein, the conpany, and every officer of the com
pany who is in default, shall be punishable with fine which may extend
to five hundred rupees in respect of each offence.

(4) In the case of any such refusal or default, the 2[conpany Law
Board] may, by order, conpel an inmrediate inspection of the mnute
books or direct that the copy required shall forthwith be sent to the
person requiring it.

197.

Publication of reports of proceedi ngs of general neetings.

197. Publication of reports of proceedings of general neetings.
(1) No docunent purporting to be a report of the proceedings of any
general neeting of a conpany shall be circulated or advertised at the
expense of the conpany, unless it includes the matters required by
section 193 to be contained in the mnutes of the proceedings of such
neeting.

(2) If any report is circulated or advertised in contravention



of sub-section (1), the conpany, and every officer of the conpany who
is in default, shall be punishable, in respect of each offence, wth
fine which my extend to five hundred rupees.

1[ Prohi bi ti on of simultaneous appoi ntnment of different categories
of manageri al personne
197A
Conpany not to appoint or enploy certain different categories of mana-

geri al
personnel at the sane tine.

197A. Conpany not to appoint or enploy certain di fferent
categories of managerial personnel at the same tinme. Notw thstanding
anything contained in this Act or any other |aw or any agreenent or
i nstrunment, no conpany shall, after the comencenent of the Conpanies
(Anendnent) Act, 1960, (65 of 1960) appoint or enploy at the sane
time, or after the expiry of six nonths from such conmmencenent,
continue the appointnent or enploynment at the sanme time, of nmore than
one of the follow ng categories of managerial personnel, nanely:-.

(a) nanaging director,

(b) managi ng agent,

1 Subs. by Act 31 of 1988, S. 67 (w. e.f. 15-7-1988).

2 Subs. by s.67, ibid. (we.f. 31-5-1991).

3 Ins. by Act 65 of 1960, s.55.
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(c) secretaries and treasurers, and

(d) manager. ]

Manageri al renuneration, etc.

198.

Overal | maxi mum manageri al rerunerati on and managerial renuneration incase
of
absence or inadequacy of profits.

1 [198.Overall maxi mum managerial renuneration and nmanageria
remuneration in case of absence or inadequacy of profits. (1) The
total nanagerial renuneration payable by a public conmpany or a private



conpany which is a subsidiary of a public conpany, to its directors
and its managing agent, secretaries and treasurers or nahager in
respect of any financial year shall not exceed el even per cent. of the
net profits of that conpany for that financial year conputed in the
manner laid down in sections 349, 350 and 351, except that the
remuneration of the directors shall not be deducted from the gross
profits

Provi ded that nothing in this section shall affect the operation
of sections 352 to 354 and 356 to 360.

(2) The percentage aforesaid shall be exclusive of any fees pay-
able to directors under sub-section (2) of section 309.

(3) Wthin the linmts of the naxi mumrenuneration specified in
sub-section (1), a conpany may pay a nmonthly renuneration to its
managi ng or whole-tinme director in accordance with the provisions of
section 309 or to its manager in accordance with the provisions of
section 387.

2[ (4) Notwi thstandi ng anything contained in sub-sections (1) to
(3), but subject to the provisions of section 269, read with Schedul e
Xiil, if, in any financial year, a conpany has no profits or its
profits are inadequate, the conpany shall not pay to its directors,
i ncluding any nanagi ng or whole-tine director or manager, by way of
remuneration any sum [excl usive of any fees payable to directors under
sub-section (2) of section 309], except with the previous approval of
the Central Governnent.]

1 Subs by Act 65 of 1960, s. 56, for s. 198.

2 Subs. by Act 31 of 1988, s.25 (w. e.f. 15-6-1988).
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Expl anati on. - For the purposes of this section and sections 309,
310, 311, 348, 352, 381 and 387, "remuneration" shall include, -

(a) any expenditure incurred by the conpany in providing any
rent-free acconmodation, or any other benefit or anenity in
respect of accomodation free of charge, to any of the
persons specified in sub-section (1);

(b) any expenditure incurred by the conmpany in providing
any other benefit or anenity free of charge or at a
concessional rate to any of the persons aforesaid

(c) any expenditure incurred by the conpany in respect of
any obligation or service which, but for such expenditure by
the conpany, would have been incurred by any of the persons
aforesaid ; and

(d) any expenditure incurred by the conpany to effect any



i nsurance on the life of, or to provide any pension, annuity
or gratuity for, any of the persons aforesaid or his spouse

or child.]
199.
Cal cul ation of commission, etc., in certain cases.
199. Cal cul ation of comm ssion, etc., in certain cases. (1) \Were

any conmission or other renuneration payable to any officer or
enpl oyee of a conpany (not being a director, the managi ng agent,
secretaries and treasurers or a manager) is fixed at a percentage of,
or is otherw se based on, the net profits of the conpany, such profits
shall be calculated in the manner set out in sections 349, 350 and
351.

(2) Any provision in force at the comencenent of this Act for
the paynent of any commi ssion or other remuneration in any nmanner
based on the net profits of a conpany, shall continue to be in force
for a period of one year from such comencenent; and thereafter shal
becone subject to the provisions of sub-section (1).

200.

Prohi bition of tax-free paynents.

200. Prohibition of tax-free paynents. (1) No conpany shall pay
to any officer or enployee thereof, whether in his capacity as such or
otherwi se, renuneration free of any tax, or otherwi se calculated by
reference to, or varying with, any tax payable by him or the rate or
standard rate of any such tax, or the ampunt thereof.

Expl anation.-In this sub-section, the expression "tax

any kind of income-tax including super-tax.

conpri ses

(2) Were by virtue of any provision in force i mediately before
t he conmencenent of this Act, whether contained in the conmpany's
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articles, or in any contract made with the conmpany, or in any re-
sol uti on passed by the conpany in general neeting or by the conpany's
Board of directors, any officer or enployee of the conpany hol di ng any
of fice at the comrencenent of this Act is entitled to remuneration in
any of the nobdes prohibited by sub-section (1), such provision shal
have effect during the residue of the termfor which he is entitled to
hold such office at such comrencenent, as if it provided instead for
the paynent of a gross sumsubject to the tax in question, which
after deducting such tax, would yield the net sumactually specified
i n such provision.



(3) This section shall not apply to any remrunerati on-

(a) which fell due before the comencenent of this Act, or

(b) which may fall due after the conmencenment of this Act,
in respect of any period before such conmencenent.

201.

Avoi dance of provisions relieving liability of officers and auditorsof
conpany.

201. Avoi dance of provisions relieving liability of officers and
auditors of conmpany. (1) Save as provided in this section, any
provision, whether contained in the articles of a conpany or in an
agreenent with a conpany or in any other instrunent, for exenpting any
officer of the conpany or any person enployed by the conpany as
auditor from or indemifying himagainst, any liability which, by
virtue of any rule of law, would otherwi se attach to himin respect
of any negligence, default, misfeasance, breach of duty or breach of
trust of which he nay be guilty in relation to the conpany, shall be
voi d;

Provided that a conpany may, in pursuance of any such provision

as aforesaid indemify any such officer or auditor against any
liability incurred by himin defendi ng any proceedi ngs, whether civi
or crimnal, in which judgnent is given in his favour or in which he

is acquitted or discharged or in connection with any application under
section 633 in which relief is granted to himby the Court.

(2) Nothing contained in the proviso to sub-section (1) shal
apply to the constituted attorney of the nanagi ng agent of a conpany,
unl ess such attorney is, or is deemed to be, an officer of the
conpany.

Prevention of Managenent by Undesirabl e Persons

202.

Undi scharged i nsolvent not to nmanage conpani es.

202. Undi scharged insolvent not to manage conpanies. (1) |If any
person, being an undi scharged insol vent, -

(a) discharges any of the functions of a director, or acts
as or discharges any of the functions of the managi ng agent,
secretaries and treasurers, or manager, of any conpany; or
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(b) directly or indirectly takes part or is concerned in
the pronotion, formation or nmanagenent of any conpany;

he shall be punishable with inmprisonment for a termwhich nay extend
to two years, or with fine which may extend to five thousand rupees,
or with both.

(2) In this section, conpany " includes-

(a) an unregistered conpany; and

(b) a body corporate incorporated outside India, which has
an established place of business within |India.

203.

Power to restrain fraudul ent person from nanagi ng conpani es.

203. Power to restrain fraudul ent person from nanagi ng conpani es.
(1) Where-

(a) a person is convicted of any offence in connection with
the pronotion, formation or nmanagenment of a conpany; or

(b) in the course of winding up a conpany it appears that a
per son-

(i)has been gquilty of any offence for which he is
puni shabl e (whether he has been convicted or not) under
section 542 ; or

(ii)has otherwi se been guilty, while an officer of the
conpany, of any fraud or misfeasance in relation to the
conpany or of any breach of his duty to the conpany;

the Court nmay neke an order that that person shall not, wthout the
| eave of the Court, be a director of, or in any way, whether directly
or indirectly, be concerned or take part in the promotion, formation
or nmanagenent of a conpany, for such period not exceeding five years
as may be specified in the order

(2) In sub-section (1), the expression " the Court", -

(a) in relation to the making of an order against any
person by virtue clause (a) thereof, includes the Court



by which he is convicted, as well as any Court havi ng
jurisdiction to wnd up the conpany as respects which the
of fence as committed; and

(b) in relation to the granting of |eave, neans any Court
having jurisdiction to wind up the conpany as respects which
| eave is sought.

(3) A person intending to apply for the making of an order under
this section by the Court having jurisdiction to wind up a conmpany
shall give not less than ten days' notice of his intention to the
per son

190.

agai nst whomthe order is sought, and at the hearing of the applica-
tion, the last-nentioned person may appear and hinself give evidence
or call W t nesses.

(4) An application for the making of an order under this section
by the Court having jurisdiction to wind up a conpany nay be made by
the Oficial Liquidator, or by the liquidator of the conpany, or by
any person who is or has been a nmenber or creditor of the company.

(5) On the hearing of any application for an order under this
section by the Oficial Liquidator or the |I|iquidator, or of any
application for |eave under this section by a person agai nst whom an
order has been made on the application of the Oficial Liquidator or
liquidator, the Oficial Liquidator or l|iquidator shall appear and
call the attention of the Court to any matters which seemto himto be
rel evant, and nmay hinself give evidence or call w tnesses,

(6) An order may be made by virtue of sub-clause (ii) of clause
(b) of sub-section (1), notw thstanding that the person concerned may
be crimnally liable in respect of the matters on the ground of
which the order is to be nade 1* * *,

(7) If any person acts in contravention of an order made under
this section, he shall, in, respect of each offence, be punishable
with inprisonment for a termwhich my extend to two years, or wth
fine which may extend to five thousand rupees, or with both.

(8) The provisions of this section shall be in addition to, and
wi thout prejudice to the operation of, any other provision contained
in this Act.

Restriction on appointnment of firns and bodi es corporate to offices

204.

Restriction on appointnment of firmor body corporate to office
orpl ace of
profit under a conpany.



204. Restriction on appointnent of firmor body corporate to
office or place of profit under a conpany. 2[ (1) Save as provided in
sub-section (2), no conpany shall, after the commencenment of this Act,
appoint or enploy any firmor body corporate to or in any office or
place of profit under the conpany, other than the office of managing
agent, secretaries and treasurers or trustee for the holders of
debentures of the conpany, for a term exceeding five years at a tine:

Provided that the initial appointnent or enployment of a firm or
body corporate to or in any office or place of profit as aforesaid
nay,

1. Certain words onitted by Act 31 of 1965, s. 19 (w.e.f. 15-10-
1965).

2. Subs. by Act 65 of 1960, s. 57. for sub-section (1).
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with the approval of the Central Governnent, be nade for a term not
exceedi ng ten years.]

(2) Sub-section (1) shall not apply to the appointnent or
enployment of a firm or body corporate as a technician or a
consul tant, -

(i) unl ess the firmor body corporate aforesaid is already
t he managi ng agent or secretaries and treasurers of the com
pany; or

(ii) unless a partner in the firm aforesaid, or a director
or nenber of the body corporate aforesaid being a private
conpany, or a director of the body corporate aforesaid not
being a private conpany, is-

al ready the nanagi ng agent of the conpany;

or a menber of the firm a director or menber of the private

conpany, or a director of the body corporate not being a
private conpany,which firm private conpany or body corporate
is already the nanaging agent or the secretaries and
treasurers of the conpany.



(3) Any firmor body corporate holding at the comencenent of
this Act any office or place of profit under the conpany shall, unless
its term of office expires earlier, be deened to have vacated its
office imrediately on the expiry of five years fromthe comrencenent
of this Act.

(4) Nothing contained in sub-section (1) shall be deenmed to
prohibit the re-appointnent, re-enploynent, or extension of the term
of office, of any firmor body corporate, by further periods not
exceedi ng five years on each occasion

Provi ded that any such re-appointnment, re-enploynment or extension
shall not be sanctioned earlier than two years fromthe date on which
it is to cone into force

(5) Any office or place in a conpany shall be deened to be an
office or place of profit under the conpany, within the neaning of
this section, if the person holding it 1[obtains from the conmpany
anyt hi ng] by way of renuneration, whether as salary, fees, comn ssion,
perquisites, the right to occupy free of rent any prenises as a place
of residence, or otherw se.

1 Subs. by Act 65 of 1960, s. 57, for "obtains anything".
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(6) This section shall not apply to a private conpany, unless it
is a subsidiary of a public company.

204A

Restrictions on the appointnment of former managing agents
orsecretaries and treasurers to any office.

1[ 204A. Restrictions on the appoi ntment of forner nmanagi ng agents
or secretaries and treasurers to any office. (1) Except wth the
previous approval of the-

(a) conpany in general neeting, and

(b) Central Governnent,
no conpany shall, during a period of five years fromthe comence-
ment of the Conpanies (Amendnent) Act, 1974, (41 of 1974.) appoint as

secretary, consultant or adviser or to any other office, by whatever
nane call ed, -



(i) any individual, firmor body corporate who, or which
had at any tine after the 15th day of August, 1960, been
hol ding office as the managing agents or secretaries and
treasurers of the conpany, or

(ii) any associate of the nmanagi ng agents or secretaries and
treasurers as aforesaid :

Provi ded that where any such appoi ntnent has been nade before the
commencenent of the Conpani es (Arendnment) Act, 1974, (41 of 1974.) no
such appointnment shall be continued by the conpany after a period of
six months from such conmencenent unless such appointnment has been
approved by the conmpany in general neeting and the Central Government
before the expiry of the said period.

(2) (a) \Where-

(i) any individual, firmor body corporate, who, or which
had at any tine after the 15th day of August, 1960, been
holding office as the managing agents or secretaries and
treasurers of the conmpany, or

(ii) any associate of the nanagi ng agents or secretaries and
treasurers as aforesaid;

has been appoi nted by such conpany at any tine during a period of five
years preceding the 3rd day of April, 1970, or at any tine after that
date, as its secretary, consultant or adviser, or to any other office
under it, by whatever nane called, the Central Governnent may, if it
appears to it that there is good reason for so doing, require the

1 Ins. by Act 41 of 1974, s. 17 (w.e.f. 1-2-1975).
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conpany to furnish to it such information as it nmay consider neces-
sary, wth regard to the ternms and conditions of the appointment of
such individual, firmor body corporate as secretary, consultant or
adviser or as the holder of such other office, for the purpose of
determining whether or not such ternms and conditions are prejudicia
to the interest of the conpany.

(b) If the conpany refuses or neglects to furnish any such
i nformati on, the Central Governnent nay appoint a conpetent person to
investigate and report on the terns and conditions of appointnment to
any of the offices referred to in clause (a) and the provisions of
section 240A shall, so far as may be, apply, to such investigation, as
they apply to any other investigation made under any other provision
of this Act.

(c) [If, after perusal of the information furnished by the com
pany, or, as the case may be, the report subnitted by the person
appoi nted under clause (b), the Central Governnent is of opinion that



the terns and conditions of appointnent to any of the offices referred

to in clause (a) are prejudicial to the interests of the conmpany, it
may, by order, make such variations in those terns and conditions as
would, in its opinion, no |longer render such terns and conditions of

appoi ntnment prejudicial to the interests of the comnpany.

(d) As fromsuch date as may be specified by the Central Gov-
ernment in the order aforesaid, the appointnent referred to in clause
(a) shall be regulated by the ternms and conditions as varied by that
Gover nnent .

(3) For t he purposes of this secti on, t he expr essi on
"appoi ntrent" includes re-appointnent, enploynment and re-enpl oynment. ]

Di vi dends and manner and tinme of payment thereof

205.

Dividend to be paid only out of profits.

1[1205. Dividend to be paid only out of profits. (1) No dividend
shall be declared or paid by a conpany for any financial year except
out of the profits of the conpany for that year arrived at after
providing for depreciation in accordance with the provisions of sub-
section (2) or out of the profits of the conpany for any previous
financial year or years arrived at after providing for depreciation in
accordance with those provisions and renaining undistributed or out of
both or out of noneys provided by the Central Governnent or a State
Governnent for the payment of dividend in pursuance of a guarantee
gi ven by that Governnent:

1 Subs. by Act 65 of 1960, s. 58, for s. 205.
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Provi ded t hat -

(a) if t he conpany has not provided for depreciation for
any previous financial year or years which falls or fal

after the comencenent of the Conpanies (Anendment) Act,
1960, (65 of 1960.) it shall, before declaring or paying
di vi dend for any financial year provide for such
depreciation out of the profits of that financial year or out
of the profits of any other previous financial year or years;

(b) if t he conpany has incurred any loss in any previous
financial year or vyears, which falls or fall after the
comrencenent of the Conpani es (Anendrment) Act, 1960, (65 of
1960.) then, the anount of the loss or an ampunt which 1is
equal to the amount provided for depreciation for that year
or those years whichever is less, shall be set off against
the profits of the conpany for the year for which dividend is
proposed to be declared or paid or against the profits of the
conpany for any previous financial year or years, arrived at



in both cases after providing for depreciation in accordance
wi th the provisions of subsection (2) or against both;

(c) the Central CGovernnent may, if it thinks necessary so
to do in the public interest, allow any conpany to declare or
pay dividend for any financial year out of the profits of the
conpany for that year or any previous financial year or years
wi t hout providing for depreciation :

Provided further that it shall not be necessary for a conpany to
provide for depreciation as aforesaid where dividend for any financia
year is declared or paid out of the profits of any previous financia
year or years which falls or fall before the comrencenent of the
conpani es (Anendrment) Act, 1960. (65 of 1960.)

(2) For the purpose of sub-section (1), depreciation shal
be provided either-

(a) to the extent specified in section 350; or

(b) in respect of each item of depreciable asset, for such
an amount as is arrived at by dividing ninety-five per cent.
of the original cost thereof to the conpany by the specified
period in respect of such asset; or
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(c) on any other basis approved by the Central Governnent
which has the effect of witing off by way of depreciation
ni nety-five per cent. of the original cost to the conpany of
each such depreciable asset on the expiry of the specified
peri od; or

(d) as regards any other depreciable asset for which no
rate of depreciation has been laid down by 1[this Act or any
rul es made thereunder], on such basis as may be approved by
the Central Governnent by any general order published in the
Oficial Gazette or by any special order in any particular
case :

Provi ded that where depreciation is provided for in the manner
laid down in clause (b) or clause (c), then, in the event of the
depreci able asset being sold, discarded, denplished or destroyed the
witten down value thereof at the end of the financial year in which
the asset is sold, discarded, denolished or destroyed, shall be
written off in accordance with the proviso to section 350.

2 [(2A) Notwithstandi ng anything contained in sub-section (1), on
and fromthe conmencenent of the Conpanies (Amendnent) Act, 1974, (41
of 1974) no dividend shall be declared or paid by a conpany for any
financial year out of the profits of the conpany for that year arrived
at after providing for depreciation in accordance with the provisions



of subsection (2), except after the transfer to the reserves of the
conmpany of such percentage of its profits for that year, not exceeding
ten per cent., as may be prescribed

Provided that nothing in this sub-section shall be deened to
prohibit the voluntary transfer by a conpany of a hi gher percentage of
its profits to the reserves in accordance with such rules as may be
made by the Central Governnment in this behal f.]

3[(2B) A conpany which fails to conply with the provisions of
section 80A shall not, so long as such failure continues, declare any
dividend on its equity shares.]

(3) No dividend shall be payable except in cash:

Provided that nothing in this sub-section shall be deenmed to pro-
hibit the capitalization of profits or reserves of a conpany for the
pur pose of issuing fully paid-up bonus shares or paying up any anount
for the time being unpaid on any shares held by the nenbers of the

conpany.

(4) Nothing in this section shall be deened to affect in any
manner the operation of section 208.

1 Subs. by Act 31 of 1988, s.26 (w. e.f. 15-6-1988).
2 Ins. by Act 41 of 1974, s. 18 (w.e.f. 1-2-1975).

3 Ins. by Act 31 of 1988, s.26 (w.e.f. 15-6-1988).
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(5) For the purposes of this section-

(a) "specified period" in respect of any depreciable asset
shall nean the nunmber of years at the end of which at | east
ninety-five per cent. of the original cost of that asset to
t he conpany will have been provided for by way of
depreciation if depreciation were to be calculated in
accordance with the provisions of section 350;

(b) any dividend payable in cash nay be paid by cheque or
warrant sent through the post directed to the registered
address of the shareholder entitled to the payment of the
dividend or in the case of joint shareholders, to the
regi stered address of that one of the joint shareholders
which is first naned on the register of nmenmbers, or to such
person and to such address as the shareholder or the joint
shareholders may in witing direct.]

205A

Unpaid divident to be transferred to special divided account.



1[ 205A. Unpaid dividend to be transferred to special dividend
account. (1) \Where, after t he conmencenent of the Conpanies (Amrend-
ment) Act, 1974 ( 41 of 1974), a dividend has been declared by a com
pany but has not been paid, 2[or claimed] within forty-tw days, from
the date of the declaration, to any shareholder entitled to the pay-
ment of the dividend, the conmpany shall, wthin seven days fromthe
date of expiry of the said peri od of forty-two days, transfer
the total amount of dividend which remains unpaid 2[or unclained]
within the said period of forty-two days, to a special account to be
opened by the conpany in that behalf in any scheduled bank, to be
called "Unpaid D vidend Account of...... Conpany Li mted/ Company (Pri -
vate) Limted".

3[ Explanation.- In this sub-section, the expression "dividend
which remains wunpaid® neans any dividend the warrant in respect
t hereof has not been encashed or which has otherw se not been paid or
cl ai med. ]

(2) Were the whole or any part of any dividend, declared by a
conmpany before the comrencenent of the Conpanies (Amendnent) Act,
1974, (41 of 1974.) remains unpaid at such commencenent, the com
pany shall, wthin a period of six nmonths from such conmencenent,
transfer such unpaid anount to the account referred to in sub-section

(1).

(3) Were, owing to inadequacy or absence of profits in any
year, any conpany proposes to declare dividend out of the accunulated
profits earned by the conpany in previous years and transferred by it
to the reserves, such declaration of dividend shall not be nade

1 Ins. by Act 41 of 1974, s. 19 (w.e.f. 1-2-1975).
2 Subs. by Act 31 of 1988, s. 27 (w.e.f. 15.6.88)

3 Ins. by s.27, ibid.
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except in accordance wth such rules as may be made by the
Central CGovernnent in this behalf, and, where any such declaration is
not in accordance with such rules, such declaration shall not be nade
except with the previous approval of the Central Government.

(4) If the default is made in transferring the total anount
referred to in sub-section (1) or any part thereof to the wunpaid
di vidend account of the concerned conpany, the conpany shall pay, from
the date of such default, interest on so nuch of the anpbunt as has not
been transferred to the said account, at the rate of twelve per cent.
per annum and the interest accruing on such ambunt shall enure to the
benefit of the nmenbers of the conmpany in proportion to the anount
remai ning unpaid to them



(5) Any noney transferred to the unpaid dividend account of a
conpany in pursuance of this section which remains unpaid or
uncl ainmed for a period of three years fromthe date of such transfer
shall be transferred by the conpany to the general revenue account of
the Central Government but a claimto, any noney so transferred to the
general revenue account may be preferred to the Central Governnent by
the person to whomthe noney is due and shall be dealt with as if such
transfer to the general revenue account had not been nade, the order,
if any, for paynent of the claimbeing treated as an order for refund
of revenue.

(6) The conpany shall, when naking any transfer under sub-section
(5) to the general revenue account of the Central Governnment any
unpai d or unclai nmed dividend, furnish to such officer as the Centra
CGovernnent nay appoint in this behalf a statenent in the prescribed
form setting forth in respect of all suns included in such transfer
the nature of the sums, the nanes and | ast known addresses of the
person entitled to receive the sum the anpbunt to which each person is
entitled and the nature his claimthereto and such other particulars
as may be prescri bed.

(7) The conmpany shall be entitled to a receipt fromthe Reserve
Bank of India for any nmoney transferred by it to the general revenue
account of the Central Government and such receipt shall be an
ef fectual discharge of the conpany in respect thereof.

(8) If a conpany fails to comply with any of the requirenents of
this section, the conpany 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 which the failure continues.
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205B

Paynent of unpaid or unclai med dividend.

205B. Paynent of unpaid or unclainmed dividend. Any person
claiming to be entitled to any noney transferred under sub-section (5)
of section 205A to the general revenue account of the Centra
Governnent, nmay apply to the Central Governnent for an order for
paynment of the noney clained; and the Central Government may, if
satisfied, whether on a certificate by the conpany or otherw se, that
such person is entitled to the whole or any part of the noney clainmed,
make an order for the paynent to that person of the sumdue to him
after taking such security fromhimas it may think fit.]

206.
Di vidend not to be paid except to registered shareholders or to

t hei rorder or
to their bankers.

206. Dividend not to be paid except to registered sharehol ders or



to their order or to their bankers. (1) No dividend shall be paid by a
conmpany in respect of any share therein, except-

(a) to the registered hol der of such share or to his order
or to his bankers; or

(b) in case a share warrant has been issued in respect of
the share in pursuance of section 114, to the bearer of such
warrant or to his bankers.

(2) Nothing contained in sub-section (1) shall be deenmed to
require the bankers of a registered shareholder to make a separate
application to the conpany for the paynent of the dividend.

206A

Ri ght to dividend rights shares and bonus shares to be help in
abeyancependi ng
registration of transfer of shares.

2[ 206A. Right to dividend rights shares and bonus shares to be
held in abeyance pending registration of transfer of shares. Wer e
any instrument of transfer of shares has been delivered to any conpany
for registration and the transfer of such shares has not been
regi stered by the conmpany, it shall, notwthstanding anyt hi ng
contained in any other provision of this Act, -

(a) transfer the dividend in relation to such shares to the
special account referred to in section 205A unless the
conpany is authorised by the regi stered hol der of such share
in witing to pay such dividend to the transferee specified
in such instrument of transfer; and

(b) keep in abeyance in relation to such shares any offer
of rights shares wunder clause (a) of sub-section (1) of
section 81 and any issue of fully paid-up bonus shares in
pur suance of sub-section (3) of section 205.]

207.

Penalty for failure to distribute dividends within forty-two days.

207. Penalty for failure to distribute dividends within forty-two
days. Where a dividend has been declared by a conpany but has not
been paid, or the warrant in respect thereof has not been posted,
within 1[forty-two days] fromthe date of the declaration, to any
sharehol der entitled to the paynment of the dividend, every director of
the conpany; its nanaging agent or secretaries and treasurers; and
where the managi ng agent is a firmor body corporate, every partner in
the firm and every director of the body corporate; and where the
secretaries and treasurers are a firm every partner in the firm and

where they are a body corporate, every director thereof; shall, if he
is knowingly a party to the default, be punishable wth sinple
i mprisonment for a termwhich may extend to seven days and shall al so

be liable to fine:



Provided that no offence shall be deenmed to have been conmitted
wi thin the nmeaning of the foregoing provision in the follow ng cases,
namel y: -

(a) where the dividend could not be paid by reason of the
operation of any |aw,

1 Ins. by Act 31 of 1988, s.28 (w e.f. 15-6-1988).

2 Subs. by Act 65 of 1960, s. 59, for "three nonths".
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(b) where a sharehol der has given directions to the conpany
regarding the paynent of the dividend and those directions
cannot be conplied with;

(c) where there is a dispute regarding the right to receive
t he di vi dend;

(d) where the dividend has been lawfully adjusted by the
conpany agai nst any sumdue to it fromthe sharehol der; or

(e) where, for any other reason, the failure to pay the
dividend or to post the warrant within the period aforesaid
was not due to any default on the part of the conpany.

Paynents of interest out of capita

208.

Power of conpany to pay interest out of capital in certain cases.

208. Power of conpany to pay interest out of capital in certain
cases. (1) Where any shares in a conpany are issued for the purpose of
raising noney to defray the expenses of the construction of any work
or building, or the provision of any plant, which cannot be nmade
profitable for a lengthy period, the conpany may-

(a) pay interest on so nuch of that share capital as is for
the tinme being paid up, for the period and subject to the
conditions and restrictions nmentioned in sub-sections (2) to
(7) ; and

(b) charge the sumso paid by way of interest, to capita
as part of the cost of construction of the work or building



or the provision of the plant.

(2) No such payment shall be made unless it is authorised by the
articles or by a special resolution.

(3) No such paynent, whether authorised by the articles or by
speci al resolution, shall be nmade w thout the previous sanction of the
Central Covernnent.

The grant of such sanction shall be concl usive evidence, for the
purposes of this section, that the shares of the conpany, in respect
of which such sanction is given, have been issued for a purpose
specified in this section.

(4) Before sanctioning any such paynent, the Central Governnent
may, at the expense of the conpany, appoint a person to inquire into,
and report to the Central Government on, the circunmstances of the
case; and may, before making the appointnent, require the conpany to
give security for the paynent of the costs of the inquiry.
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(5) The paynent of interest shall be nade only for such period
as may be determined by the Central Government; and that period shal
in no case extend beyond the close of the half year next after the
hal f-year during which the work or building has been actually
conpl eted or the plant provided.

(6) The rate of interest shall in no case exceed four per cent.
per annum or such other rate as the Central Government nay, by notifi-
cation in the Oficial Gazette, direct.

(7) The paynent of the interest shall not operate as a reduction
of the anount paid up on the shares in respect of which it is paid.

(8 Nothing in this section shall affect any conmpany to which

the Indian Railway Conpanies Act, 1895, (10 of 1895.) or the Indian
Tramvays Act, 1902, (4 of 1902.) applies.

Account s

209.
Books of account to be kept by conmpany.
209. Books of account to be kept by conpany. 1[ (1) Every company

shall keep at its registered office proper books of account wth
respect to-

(a) all sunms of noney received and expended by the conpany
and the matters in respect of which the receipt and
expenditure take place

(b) all sales and purchases of goods by the conpany; 2* * *



(c) the assets and liabilities of the conpany ; 3[and]

3[(d) in the case of a conpany pertaining to any class of
conpani es engaged i n production, processing, manufacturing or
mning activities, such particulars relating to wutilisation
of material or labour or to other itenms of cost as may be
prescribed, if such class of conpanies is required by the
Central Governnent to include such particulars in the books
of Account:]

Provided that all or any of the books of account aforesaid may be
kept at such other place in India as the Board of directors nmay decide
and when the Board of directors so decides, the conpany shall, wthin
seven days of the decision, file with the Registrar a notice in
writing giving the full address of that other place.]

(2) Were a company has a branch office, whether in or outside
India, the conpany shall be deemed to have conplied wth the
provi sions of sub-section (1), if proper books of account relating to
t he

1 Sub. by Act 65 of 1960, s. 60, for sub-section (1).

2 The word " and" omitted by Act 31 of 1965, s. 20 (we.f. 15-10-
1965).

31Ins. by s. 20, ibid. (we.f. 15-10-1965).
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transactions effected at the branch office are kept at that office and
proper sumarised returns, nade up to dates at intervals of not nor e
than three nonths, are sent by the branch office to the conpany at its
regi stered office or the other place referred to in subsection (1).

1[ (3) For the purposes of sub-sections (1) and (2), proper books
of account shall not be deened to be kept with respect to the nmmtters
specified therein,-

(a) if there are not kept such books as are necessary to
give a true and fair view of the state of affairs of the
conpany or branch office, as the case nay be, and to explain
its transactions; and

(b) i f such books are not kept on accrual basis and accord-

ing to the double entry system of accounting.]

2[(4) 2* * * The books of account and other books and papers
shal |l be open to inspection by any director during business hours.



3* * * *

4[ (4A) The books of account of every conpany relating to a period
of not less than eight years inmediately preceding the current vyear
4[together wth the vouchers relevant to any entry in such books , of
account] shall be preserved in good order:

Provided that in the case of a conpany incorporated |ess than
eight years before the current year, the books of account for the
entire period preceding the current year 5[together with the vouchers
relevant to any entry in such books of account] shall be so
preserved. ]

(5) If any of the persons referred to in sub-section (6) fails
to take all reasonable steps to secure conpliance by the conpany wth
the requirements of this section, or has by his own wilful act been
the cause of any default by the conpany thereunder, he shall, in
respect of each offence, be punishable with 6 [inprisonment for a
term which may extend to six nonths, or with fine which may extend to
one thousand rupees, or with both]

Provided that in any proceedi ngs agai nst a person in respect of
an offence under this section consisting of a failure to take

reasonable steps to secure conpliance by the conpany wth the
requi renents of

1 Subs. by Act 31 of 1988, s.29 (w.e.f. 15-6-1988).

2 Subs. by Act 31 of 1965, s. 20, for sub-section (4) (w.e.f, 15-
10-1965) .

3 The brackets and letter "(a)" and (clauses (b), (c) and (d)
omtted by Act 41 of 1974, s. 20) (w.e.f. 1-2 1975).

4 Ins. by Act 65 of 1960, s. 60.
5 1ns. by Act 31 of 1965, s. 20 (w.e.f. 15-10-1965).

6 Subs. by Act 65 of 1960, s. 60, for "fine which my extend 1o
one thousand rupees"

198

this section, it shall be a defence to prove 1* * * that a conpetent
and reliable person was charged with the duty of seeing that those
requi renents were conplied with and was in a position to discharge
that duty :

2[ Provided further that no person shall be sentenced to inprison-
ment for any such offence unless it was committed wilfully.]

(6) The persons referred to in sub-section (5) are t he
foll owi ng, nanely: -



(7)

(a) where the conpany has a managi ng agent, 3[secretaries
and treasurers or nmanaging director or rmanager], such
managi ng agent, 3[secretaries and treasurers or nmanagi ng
director or manager] 4[and all officers and other enployees
and agents [as defined in sub-section (6) of section 240 but
excluding bankers, auditors and |legal advisers] of such
managi ng agent or secretaries and treasurers];

(b) where such managi ng agent or secretaries and treasurers
are a firm every partner in the firm

(c) where such nmanagi ng agent or secretaries and treasurers

are a body corporate, every director of such body corporate;
5***

(d) where the conpany has neither a managi ng agent nor
6] secretaries and treasurers nor nmanaging director nor
manager, every director of the conpany]; 4[and]

4[ (e) whether or not a conpany has a managi ng agent or secre-
taries and treasurers, every officer and other enployee and
agent (defined as aforesaid) of the conpany.]

If any person, not being a person referred to in sub-section

(6), having been charged by the nmanaging agent, secretaries and
treasurers, 2[nmanagi ng director, nanager] or Board of directors, as

1 The words "that he had reasonable ground to believe, and did

bel i eve"

omtted by Act 65 of 1960, s. 60.

2 Ins. by s. 60, ibid.

3 Subs. by s. 60, ibid, for "or secretaries and treasurers"”.

4 Ins. by Act 31 of 1965, s. 20 (w.e.f. 15-10-1965).

5 The word "and" omitted by s. 20, ibid. (we.f. 15-10-1965).

6 Subs. by Act 65 of 1960, s. 60, for "secretaries and
treasurers, every director of the conpany".
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the case may be, with the duty of seeing that the requirenments of this

section

are conplied with, nakes default in doing so, he shall, in

respect of each offence, be punishable with 1[inprisonment for a term
which may extend to six nonths, or with fine which nmay extend to one
t housand rupees, or with both].



209A

I nspection of books of account, etc., of conpanies.

2[ 209A. | nspection of books of account, etc., of conpanies (1)
The books of account and ot her books and papers of every conpany shal
be open to inspection during business hours-

(i) by the Registrar, or

(ii) by such officer of Government as may be authorised by
the Central Covernnent in this behalf:

Provided that such inspection may be nmade w thout giving any
previous notice to the conpany or any officer thereof.

(2) It shall be the duty of every director, other officer or
enpl oyee of the conpany to produce to the person nmaking inspection
under sub-section (1), all such books of account and ot her books and
papers of the conpany in his custody or control and to furnish him
with any statement, information or explanation relating to the affairs
of the conpany as the said person may require of himw thin such tinme
and at such place as he may specify.

(3) It shall also be the duty of every director, other officer
or enployee of the conpany to give to the person making inspection
under this section all assistance in connection with the inspection
whi ch the conpany may be reasonably expected to give.

(4) The person making the inspection under this section may, during
the course of inspection,-

(i) make or cause to be nmade copi es of books of account and
ot her books and papers, or

(ii) place or cause to be placed any marks of identification
thereon in token of the inspection having been made.

(5) Notwithstandi ng anything contained in any other |law for the
time being in force or any contract to the contrary, any person making

an inspection under this section shall have the sane powers, as are
vested in a civil court under the Code of Civil Procedure,

1 Subs. by Act 65 of 1960, s. 60, for "fine which may extend to
one thousand rupees".

2 Ins. by Act 41 of 1974, s. 21 (w.e.f. 1-2-1975).
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1908 (5 of 1908), while trying a suit, in respect of the follow ng
matters, nanely:-



(i) the discovery and production of books of account and
other docunents, at such place and such tine as may be
speci fied by such person;

(ii) sumoning and enforcing the attendance of persons and
exam ni ng them on oat h;

(iii) inspection of any books, registers and other docunents
of the conpany at any pl ace.

(6) Were an inspection of the books of account and other books
and papers of the conpany has been made under this section, the person
maki ng the inspection shall nake a report to the Central Governnent.

(7) Any officer authorised to nmake an inspection under this
section shall have all the powers that a Registrar has under this Act
in relation to the making of inquiries.

(8) If default is nade in conplying with the provisions of this
section, every officer of the conpany who is in default shall be
puni shable with fine which shall not be |ess than five thousand
rupees, and also with inprisonment for a termnot exceedi ng one year

(9) Were a director or any other officer of a conpany has been

convicted of an offence under this section he shall, on and from the
date on which he is so convicted, be deened to have vacated his office
as such and on such vacation of office, shall be disqualified for

hol ding such office in any conpany, for a period of five years from
such date.]
210.
Annual accounts and bal ance sheet.
210. Annual accounts and bal ance sheet. (1) At every annual genera

nmeeting of a conpany held in pursuance of section 166, the Board of
directors of the conpany shall |ay before the conpany-

(a) a balance sheet as at the end of the period specified
in sub-section (3); and
(b) a profit and | oss account for that period.

(2) In the case of a conmpany not carrying on business for

profit, an income and expenditure account shall be laid before the
conpany

198C

at its annual general neeting instead of a profit and |oss account,
and all references to "profit and | oss account”, "profit" and "I oss"
in this section and el sewhere in this Act, shall be construed, in



relation to such a conpany, as references respectively to the "incone
and expenditure account", "the excess of income over expenditure”, and
"the excess of expenditure over income".

(3) The profit and | oss account shall rel ate-

(a) in the case of the first annual general neeting of the
conpany, to the period beginning with the incorporation of
t he conpany and ending with a day which shall not
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precede the day of the neeting by nore than nine nonths ; and

1[(b) in the case of any subsequent annual general neeting of
the conpany, to the period beginning with the day inedi ately
after the period for which the account was | ast subnmitted and
ending with a day which shall not precede the day of the
neeting by nore than six nmonths, or in cases where an
extension of time has been granted for holding the neeting
under the second proviso to subsection (1) of section 166, by
nmore than six nonths and the extension so granted.]

(4) The period to which the account aforesaid relates is
referred to in this Act as a " financial year " ; and it nmay be |ess
or nore than a cal endar year, but it shall not exceed fifteen nonths :

Provided that it may extend to eighteen nonths where specia
perm ssion has been granted in that behalf by the Registrar

(5) |If any person, being a director of a conpany, fails to take
all reasonable steps to conply with the provisions of this section, he
shall, in respect of each of fence, be punishable with inprisonnent for
a termwhich may extend to six nmonths, or with fine which nay extend
to one thousand rupees, or wth both:

Provided that in any proceedi ngs agai nst a person in respect of
an offence under this section, it shall be a defence to prove 2* * *
that a conpetent and reliable person was charged with the duty of
seeing that the provisions of this section were conplied with and was
in a position to discharge that duty:

Provided further that no person shall be sentenced to inprison-
ment for any such offence unless it was conmitted wilfully.

(6) If any person, not being a director of the conpany, having
been charged by the Board of directors with the duty of seeing that
the provisions of this section are conplied with, makes default in
doing so, he shall, in respect of each offence, be punishable wth
i mprisonment for a termwhich nay extend to six nonths, or with fine
whi ch may extend to one thousand rupees, or with both:

Provided that no person shall be sentenced to inprisonnent for
any such offence unless it was committed wilfully.



1 Subs. by Act 65 of 1960, s. 61, for cl. (b).

2 The words" that he had reasonable ground to believe, and did
believe" onitted by s. 61, ibid.
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211.

Form and contents of bal ance sheet and profit and | oss account.

211. Form and contents of balance sheet and profit and |oss
account. 1[ (1) Every bal ance sheet of a conpany shall give a true and
fair view of the state of affairs of the conpany as at the end of the
financial year and shall, subject to the provisions of this section
be in the formset out in Part | of Schedule VI, or as near thereto as
circunstances admt or in such other formas nay be approved by the
Central Covernnent either generally or in any particular case; and in
preparing the bal ance sheet due regard shall be had, as far as may be,
to the general instructions for preparation of balance sheet under the
heading " Notes " at the end of that Part:

Provi ded that nothing contained in this subsection shall apply to
any insurance or banking conpany or any conpany engaged in the
generation or supply of electricity or to any other class of conpany
for which a form of balance sheet has been specified in or under the
Act governing such class of conpany.]

(2) Every profit and | oss account of a conpany shall give a true
and fair view of the profit or loss of the conpany for the financia

year and shall, subject as aforesaid, conply with the requirenents of
Part Il of Schedule VI, so far as they are applicable thereto
Provided that nothing contained in this sub-section shall apply

to any insurance or banking conmpany 2 [or any conpany engaged in the
generation or supply of electricity], or to any other class of conpany
for which a formof profit and | oss account has been specified in or
under the Act governing such class of conpany.

(3) The Central CGovernnent nay, by notification in the Oficia
Gazette, exenpt any class of conpanies fromconpliance with any of the
requirenents in Schedule VI if, inits opinion, it is necessary to
grant the exenption in the I [public interest].

Any such exenption mnmay be granted either wunconditionally or
subj ect to such conditions as nay be specified in the notification

(4) The Central Government may, on the application or with the
consent of the Board of directors of the conpany, by order, nmodify in
relation to that conpany any of the requirenments of this Act as to the
matters to be stated in the conpany's bal ance sheet or profit and | oss
account for the purpose of adapting themto the circunstances of the



conpany.
(5) The bal ance sheet and the profit and | oss account of a com

pany shall not be treated as not disclosing a true and fair view of
t he

1 Subs. by Act 65 of 1960, s. 62, for sub-section (1).
2 Ins. by s. 62, ibid.

3 Subs. by s. 62 ibid. for "national interest”
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state of affairs of the conpany, nerely by reason of the fact that
they do not discl ose-

(i) in the case of an insurance conpany, any matters which
are not required to be disclosed by the Insurance Act, 1938
(4 of 1838.)

(ii) 1in the case of a banking conpany, any natters which are
not required to be disclosed by the Banking Conpanies Act,
1949 ; (10 of 1994)

(iii) in the case of a conpany engaged in the generation or
supply of electricity, any matters which are not required to
be disclosed by 1[both the Indian Electricity Act, 1910, (9
of 1910) and the Electricity (Supply) Act, 1948]; (54 of
1948.)

(iv) in the case of a conpany governed by any other specia
Act for the time being in force, any matters which are not
required to be disclosed by that special Act; or

(v) in the case of any conpany, any matters which are not
required to be disclosed by virtue of the provisions con-
tained in Schedule VI or by virtue of a notification issued
under sub-section (3) or an order issued under, subsection

(4).

(6) For the purposes of this section, except where the context
otherwi se requires, any reference to a balance sheet or profit and
| oss account shall include any notes thereon or docunments annexed
thereto, giving information required by this Act, and allowed by this
Act to be given in the formof such notes or docunents.

(7) If any such person as is referred to in sub-section (6) of
section 209 fails to take all reasonable steps to secure conpliance by
the conmpany, as respects any accounts laid before the conpany in
general neeting, wth the provisions of this section and wth the
other requirenents of this Act as to the matters to be stated in the



accounts, he shall, in respect of each offence, be punishable wth
i mprisonment for a termwhich may | extend to six months, or with fine
whi ch may extend to one thousand rupees, or with both:

Provided that in any proceedi ngs agai nst a person in respect of
an offence under this section, it shall be a defence to prove 2* * *
that a conpetent and reliable person was charged with the duty of
seeing that the provisions of this section and the other requirenents

1 Subs. by Act 65 of 1960; s. 62, for " the Electricity (Supply)
Act, 1948 (54 of 1948) ".

2 The words "that he had reasonable ground to believe and did
believe" onitted by S. 62, ibid.
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aforesaid were conplied with and was in a position to discharge that
duty:

Provided further that no person shall be sentenced to inprison-
nment for any such offence unless it was conmitted wilfully.

(8) If any person, not being a person referred to in sub-section
(6)of section 209, having been charged by the managing agent,
secretaries and treasurers, 1[nanaging director or nanager,] or Board
of directors, as the case may be, with the duty of seeing that the
provisions of this section and the other requirenents aforesaid are
complied with, makes default in doing so, he shall, in respect of each
of fence, be punishable with inprisonment for a termwhich nay extend
to six months or with fine which nay extend to one thousand rupees, or
wi th both:

Provided that no person shall be sentenced to inprisonment for
any such offence unless it was committed wilfully.

212.

Bal ance sheet of hol ding conpany to include certain particulars as toits
subsi di ari es.

212. Bal ance sheet of holding conpany to i ncl ude certain
particulars as to its subsidiaries. (1) There shall be attached to the
bal ance sheet of a hol di ng conmpany having a subsidiary or subsidiaries
at the end of the financial year as at which the holding conpany's
bal ance sheet is made out, the followi ng docunents in respect of such
subsidiary or of each such subsidiary, as the case may be: -

(a) a copy of the bal ance sheet of the subsidiary;



copy of its profit and | oss account ;

(b)

(c) a copy of the report of its Board of directors

<8}

(d) a copy of the report of its auditors ;

(e) a statenent of the holding conpany's interest in the
subsidiary as specified in sub-section (3); the statenent
referred to in sub-section (5), if any ; and

(g) the report referred to in sub-section (6), if any.

(2) 2[(a) The balance sheet referred to in clause (a) of sub-
section (1)shall be nmade out in accordance with the requirenents of
this Act, -

(i) as at the end of the financial year of the subsidiary,
where such financial year coincides with the financial year
of the hol di ng conpany;

1 Ins. by Act 65 of 1960, s. 62.

2 Subs. by s. 63, ibid., for cl. (a).
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(ii) as at the end of the financial year of the subsidiary
| ast before that of the hol ding conpany where the financia
year of the subsidiary does not coincide with that of the
hol di ng conpany; ]

(b) The profit and | oss account and the reports of the Board of
directors and of the auditors, referred to in clauses (b), (c) and (d)
of subsection (1), shall be nade out, in accordance with the require-
ments of this Act, for the financial year of the subsidiary referred
to in clause (a).

(c) 1l wWere the financial year of the subsidiary does not
coincide with that of the holding conpany, the financial vyear
af oresai d] of the subsidiary shall not end on a day which precedes the
day on which the holding conpany's financial year ends by nore than
si X nont hs.

(d) Where the financial year of a subsidiary is shorter in
duration than that of its holding conpany, references to the financia
year of the subsidiary in clauses (a), (b) and (c) shall be construed
as references to two or nore financial years of the subsidiary the
duration of which, in the aggregate, is not |less than the duration of
t he hol di ng conpany's financial year

(3) The statenent referred to in clause (e) of sub-section (1)



shal | specify-

(a) the extent of the holding conpany'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);

(b) the net aggregate anount, so far as it concerns nenbers
of the hol ding conpany and is not dealt with in the conpany's
accounts, of the subsidiary's profits after deducting its
| osses 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 becanme the hol di ng conpany's subsidiary;

(c) the net aggregate anpunt of the profits of the subsidiary
after deducting its | osses or vice versa-

(i)for the financial year or years of the subsidiary
af oresai d; and

1 Subs. by Act 65 of 1960, s. 63, for "the financial year
af oresai d".
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(ii)for the previous financial years of the subsidiary
since it became the hol di ng conpany's subsidiary;

so far as those profits are dealt with, or provision is made
for those losses, in the conpany's accounts.

(4) dauses (b) and (c) of sub-section (3) shall apply only to
profits and | osses of the subsidiary which may properly be treated in
the holding conpany's accounts as revenue profits or |osses, and the
profits or losses attributable to any shares in a subsidiary for the
time being held by the holding conpany or any other of its subsi-
diaries shall not (for that or any other purpose) be treated as afore-
said so far as they are profits or |l osses for the period before the
date on or as from which the shares were acquired by the conpany or
any of its subsidiaries, except that they nay in a proper case be so
treated where-



(a) the conpany itself the subsidiary of another body
corporate ; and

(b) the shares were acquired fromthat body corporate or a
subsidiary of it ;

and for the purpose of determ ning whether any profits or |osses are
to be treated as profits or |losses for the said period, the profit or
loss for any financial year of the subsidiary may, if it 1is not
practicable to apportion it with reasonable accuracy by reference to
the facts, be treated as accruing fromday to day during that year and
be apportioned accordingly.

(5) Were the financial year or years of a subsidiary referred
to in sub-section (2) do not coincide with the financial year of the
hol di ng conpany, a statement containing information on the follow ng
matters shall also be attached to the bal ance sheet of the holding

conpany: -

(a) whet her there has been any, and, if so, what change in
the hol di ng conpany's interest in the subsidiary between the
end of the financial year or of the last of the financia
years of the subsidiary and the end of the holding conpany's
financial year;

(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 of the holding
conpany's financial year in respect of-

(i) the subsidiary's fixed assets
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(ii) its investnents
(iii)the nmoneys lent by it;

(iv) the noneys borrowed by it for any purpose other than
that of neeting current liabilities.

(6) If, for any reason, the Board of directors of the holding
conpany is unable to obtain infornation on any of the natters required
to be specified by sub-section (4), a report in witing to that effect
shal |l be attached to the bal ance sheet of the hol di ng conpany.

(7) The docurments referred to in clauses (e), (f) and (g) of
sub-section (1) shall be signed by the persons by whom the bal ance
sheet of the holding conpany is required to be signed.

(8) The Central Government may, on the application or with the
consent of the Board of directors of the conpany, 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



di recti on.

(9) If any such person as is referred to in sub-section (6) of
section 209 fails to take all reasonable steps to comply with the
provisions of this section, he shall, in respect of each offence, be
puni shable with inprisonnent for a termwhich may extend to six
mont hs, or with fine which may extend to one thousand rupees, or wth
bot h:

Provi ded that in any proceedi ngs agai nst a person in respect of
an offence under this section, it shall be a defence to prove 1* * *
that a conpetent and reliable person was charged with the duty of
seeing that the provisions of this section were conplied with and was
in a position to discharge that duty:

Provided further that no person shall be sentenced to inprison-
ment for any such offence unless it was committed wilfully.

(10) If any person, not being a person referred to in sub-section
(6) of section 209, having been charged by the nmanaging agent,
secretaries and treasures, 2[managi ng director, manager,] or Board of
directors, as the case may be, with the duty of seeing that the
provisions of this section are conplied with, nakes default in doing
so, he shall, in respect of each offence, be punishable with

1 The words "that he had reasonabl e ground to believe, and did
believe," onmtted by Act 65 of 1960, s. 63.

2 Ins. by s. 63, ibid.
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i mprisonment for a termwhich nay extend to six nonths, or with fine
whi ch may extend to one thousand rupees, or with both:

Provided that no person shall be sentenced to inprisonnent for
any such of fence unless it was committed wilfully.

213.

Fi nanci al year of hol ding conmpany and subsi di ary.

213. Financi al year of holding conpany and subsidiary. (1) Were
it appears to the Central Covernment desirable for a holding conmpany
or a holding conpany's subsidiary, to extend its financial year so
that the subsidiary's financial year may end with that of the holding
conmpany, and for that purpose to postpone the subnmission of the
rel evant accounts to a general neeting, the Central Governnment nay, on
the application or with the consent of the Board of directors of the
company whose financial year is to be extended, direct that in the
case of that conpany, the subm ssion of accounts to a general neeting,



the holding of an annual general neeting or the nmaking of an annua
return, shall not be required to be submtted, held or made, earlier
than the dates specified in the direction, notw thstanding anything to
the contrary in this Act or in any other Act for the tine being in
force.

(2) The Central Covernnment shall, on the application of the
Board of directors of a holding conmpany or a holding conpany's sub-
sidiary, exercise the powers conferred on that GCovernnent 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 does not precede the end
of the hol di ng conpany's financial year by nore than six nmonths, where
that is not the case at the commencenent of this Act, or at the date
on which the relationship of hol ding conmpany and subsidiary cones into
exi stence where that date is later than the conmencenent of this Act.

214,

Ri ghts of hol ding conpany's representatives and nenbers.

214. Ri ghts of hol ding conpany's representatives and nmenbers. (1)
A hol di ng conpany may, by resolution, authorise representatives naned
in the resolution to inspect the books of account kept by any of its
subsi di aries; and the books of account of any such subsidiary shall be
open to inspection by those representatives at any time during
busi ness hours.

(2) The rights conferred by section 235 upon nmenbers of a com
pany nay be exercised, in respect of any subsidiary, by nmenbers of the
hol di ng conpany as if they al one were nmenbers of the subsidiary.
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215.

Aut henti cati on of bal ance sheet and profit and | oss account.

215. Aut henti cati on of bal ance sheet and profit and | oss account.
(1) Save as provided by sub-section (2), every bal ance sheet and every
profit and | oss account of a conpany shall be signed on behalf of the
Board of directors-

(i) in the case of a banking conpany, by the persons
specified in clause (a) or clause (b), as the case may be, of
subsection (2) of section 29 of the Banking Conpanies Act,
1949; (10 of 1949).

(ii) in the <case of any other conpany, by its, nanaging
agent, secretaries and treasurers, manager or secretary, if
any, and by not less than two directors of the conpany one of
whom shal | be a nanagi ng director where there is one.



(2) In the case of a conpany not being a banking conpany, when
only one of its directors is for the time being in India, the balance
sheet and the profit and |loss account shall be signed by such
director; but in such a case there shall be attached to the balance
sheet and the profit and | oss account a statenent signed by him
explaining the reason for non-conpliance with the provisions of
subsection (1).

(3) The balance sheet and the profit and | oss account shall be
approved by the Board of directors before they are signed on behal f of

the Board in accordance with the provisions of this section and before
they are submitted to the auditors for their report thereon

216.
Profit and loss account to be annexed and auditors' report to

beat t ached
to bal ance sheet.

216. Profit and | oss account to be annexed and auditors' report to
be attached to balance sheet. The profit and | oss account shall be
annexed to the bal ance sheet and the auditors' report 1[(including the
auditors' separate special or supplenentary report, if any)] shall be
attached thereto.

217.
Board's report.

217.Board's report. (1) There shall be attached to every bal ance
sheet laid before a conpany in general neeting, a report by its Board
of directors, with respect to-

(a) the state of the conpany's affairs;

(b) the amounts, if any, which it proposes to carry to any
reserves 2* * * jn such bal ance sheet 3* * *

1 Ins. by Act 65 of 1960, s. 64.
2 The word "either" onmitted by s. 65, ibid.

3 The words "or in a subsequent bal ance sheet; and" omitted by s. 65,
i bid.
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(c) the amount, if any, which it recommends should be paid
by way of dividend;

1[(d) material changes and commitnents, if any; affecting the
financial position of the conpany which have occurred between
the end of the financial year of the conpany to which the
bal ance sheet relates and the date of the report.]

2[(e) the conservation of energy technology absorption
forei gn exchange earni ngs and outgo, in such manner as may be
prescribed. ]

(2) The Board's report shall, so far as is naterial for the
appreciation of the state of the conpany's affairs by its nmenbers and
will not in the Board' s opinion be harnful to the business of the

conpany or of any of its subsidiaries, deal with any changes which
have occurred during the financial year-

(a) in the nature of the conpany's business:

(b) in the conpany's subsidiaries or in the nature of the
busi ness carried on by them and

(c) generally in the classes of business in which the
conpany has an interest.

3[(2A) (a) The Board's report shall also include a statenent
showi ng the nane of every enpl oyee of the conmpany who-

(i) if enployed throughout the financial year, was in receipt
of renmuneration for that year which, in the aggregate, was
not |ess than 4[such sumas nmay be prescribed]; or

(ii) if enployed for a part of the financial year, was in
recei pt of renuneration for any part of that year, at a rate
whi ch, in the aggregate, was not |ess than 4[ such sum per
nmonth as may be prescribed; or]

5[(iii) if enployed throughout the financial year or part
thereof, was in receipt of renuneration in that year which,in
the aggregate, or as the case may be, at a rate which, in the
aggregate, is in excess of that drawn by the managing
director or whole-tine director or nanager and holds by
hinself or along with his spouse and dependent children, not
| ess than two per cent., of the equity shares of the conpany.

(b) The statenment referred to in clause (a) shall also
i ndi cate, -

(i) whet her any such enployee is a relative of any director
or nmanager of the conpany and if so, the name of such
director, and

(ii) such other particulars as may be prescri bed.



Expl anation.- "Renuneration" has the meaning assigned to it in
the Explanation to section 198.]

1 Ins. by Act 65 of 1960, s. 65.

2 Added by Act 31 of 1988, s. 30 (we.f. 1.4.1989).
3 Ins. by Act 41 of 1974, s. 22 (w.e.f. 1-2-1975).

4 Subs. by Act 31 of 1988, s.30 (w.e.f. 15-6-1988).

51ns. by s. 30, ibid. (we.f. 15.6.1988).
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(3) The Board shall also be bound to give the full est
information and explanations in its report aforesaid, or in cases
falling wunder the proviso to section 222, in an addendum to that
report, on every reservation, qualification or adverse remar k
contained in the auditors' report.

(4) The Board's report and any addendum thereto shall be signed
by its chairman if he is authorised in that behalf by the Board; and
where he is not so authorised, shall be signed by such nunber of
directors as are required to sign the bal ance sheet and the profit and
| oss account of the conpany by virtue of sub-sections (1) and
(2) of section 215.

(5) If any person, being a director of a conpany, fails to take
all reasonable steps to conply with the provisions of subsections (1)
to (3), or being the chairman, signs the Board's report otherw se than
in confornmity wth the provisions of sub-section (4), he shall, in
respect of each offence, be punishable with inprisonnment for a term
which may extend to six nonths, or with fine which my extend to two
t housand rupees, or with both

Provided that no person shall be sentenced to inprisonnent for
any such offence unless it was conmitted wlfully:

Provided further that in any proceedings against a person in
respect of an of fence under sub-section (1), it shall be a defence to
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prove 1* * * that a conpetent and reliable person was charged
with the duty of seeing that the provisions of that sub-section were
conplied with and was in a position to discharge that duty.



(6) |If any person, not being a director, having been charged by
the Board of directors with the duty of seeing that the provisions of
sub-sections (1) to (3) are conplied with, nakes default in doing so,
he shall, in respect of each of fence, be punishable with inprisonment
for a term which may extend to six nmonths, or with fine which nmay
extend to two thousand rupees, or with both:

Provided that no person shall be sentenced to inprisonment for
any such offence unless it was conmmitted wilfully.

218.

Penalty for inproper issue, circulation or publication of
bal ancesheet or
profit and | oss account.

218. Penalty for inproper issue, circulation or publication of
bal ance sheet or profit and | oss account. (a) If any copy of a bal ance
sheet or profit and | oss account which has not been signed as required
by section 215 is issued, circulated or published; or

(b) If any copy of a balance sheet is issued, circulated or
publ i shed wi thout there being annexed or attached thereto, as the case
may be, a copy each of (i) the profit and | oss account, (ii) any
accounts, reports or statenents which, by virtue of section 212, are
required to be attached to the balance sheet, (iii) the auditors
report, and (iv) the Board's report referred to in section 217

t he conpany, and every officer of the conpany who is in default, shal
be puni shable with fine which may extend to five hundred rupees.
219.
Ri ght of menber to copies of bal ance sheet and auditors' report.
219 Right of nmenber to copies of balance sheet and auditors

report. (1) A copy of every bal ance sheet (including the profit and
| oss account, the auditors' report and every other docunment required

by law to be annexed[ or attached, , as the case may be, to the
bal ance sheet) which is to be laid before a conpany in general neeting
shall, not less than twenty-one days, before the date of the neeting,

be sent to every nenber of the conpany, 2[to every trustee for the
hol ders of any debentures issued by the conpany, whether such nmenber
or trustee is or is not entitled to have notices of general neetings
of the conpany sent to him and to all persons other than such nmenbers
or trustees, being persons so entitled:]

1 The words "that he had reasonabl e ground to believe, and did
believe, " omtted by Act 65 of 1960, s. 65.

2 Subs. by Act 31 of 1988, s. 31 (w.e.f. 17.4.1989)
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Provi ded t hat -

(a) in the case of a conpany not having a share capital
this sub-section shall not require the sending of a copy of
the docunments aforesaid to a nenber, or holder of debentures,
of the conpany who is not entitled to have notices of genera
nmeetings of the conpany sent to him

(b) this sub-section shall not require a copy of the
docunments aforesaid to be sent-

(i)to a nmenber, or holder of debentures, of the conpany,
who is not entitled to have notices of general neetings
of the conpany sent to himand of whose address the
conpany i s unaware

(ii)to nore than one of the joint holders of any shares
or debentures none of whomis entitled to have such
notices sent to him 1* * *

(iii) in the <case of joint holders of any shares or
debentures sone of whomare and sone of whom are not
entitled to have such notices sent to them to those
who are not so entitled; 1* * *

1[(iv) in the case of a conpany whose shares are |isted
on a recognised stock exchange, if the copies of the
docunents aforesaid are nmade avail able for inspection at
its registered office during working hours for a period
of twenty-one days before the date of the neeting and a
statenment containing the salient features of such
docunents in the prescribed form or copies of the
docunents aforesaid, as the conpany may deem fit, is
sent to every nenber of the conpany and to every trustee
for the holders of any debentures issued by the conpany
not less than twenty-one days before the date of the
nmeet i ng]

(c) if the copies of the docunments aforesaid are sent
less than twenty-one days before the date of the
nmeeting, they shall, notwithstanding that fact, be
deened to have been duly sent if it is so agreed by al
the menbers entitled to vote at the neeting.
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