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6. Define a prospectus a.nd state its contents.

7. A!i a promoter. how will you obtain certif,catt of con11111;nccment of business?
Explain in bri�f.

8. Wh.at is meanl by Articles of Association. S1a1c ,ts contents.

9. Explain in brief any two baslc documents which are r�quired to be filed in 

formation of a company.

I 0. Distinguish betwel!:n Memorandum of Assoi.:ia1ion und A11icks of Associatior,. 
---- -- -----------------·--------.

Check Your Prognss: Model Answer 

l. Promotion

2. .Financia I Promoters

3. Name Clause

4. Articles of AssociaLi(ln 

5. lncorporntion

------- ··- ·
·
·- ··- --- ----
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h1dia11 Com1>aoici; A.cl 
4. Explain the interrelationship of doctrine of constructive: notice with the doctrine of

indoor management. Slate the exceptions, if any, to the doctrine of indoor
management.

5. What is a prospectus'? Who ure liable for mis.statements in a prospectus'? Exphtin
the extent of civil and crimmal liability for such misstatements.

6. Write a short note on statement in lieu of prospectus.

7. State the restrictioni:; and limitations on inviting and accepting deposits hy
companies.

8. What is a misstatement in a prospectus? An<l. what are the defences available to a
director for any misst.atemem in a prospectus?

Check Your Progress! Model Answer 

l. Articles of Association 

" Limited by guarantee, unlimited liability <.:ompany. shares 

3. Provisions for entrcnchmt:nt

4. Outsiders

5. TwiC<.'. 1/i 

4.17 REFERENCE\SUGGESTED READINGS 

Jain, V (2019). Guide to Companies Act, 2013 (2nd ed.). Taxmann Publications. 

Bhandari, S. (2020). The Indian Companies Act, 2013: Critical Commentary (Revised ed.). 

Eastern Book Company. 

Prasad, V (2021). Companies Act, 2013 and Allied Laws (6th ed.). Bharat Law House. 

Sah, A. (2023). Companies Act: Key Changes & Analysis (2nd ed.). Universal Law Publishing. 









































































Member: He 1s the person who agrees in writing to become a member of a company 
and wh1)se name is entered in the register of members. 

Forfeiture of Shore: It mean.s remo.·ing the name of a memh�r from the regIs1er nf 
m�mber:<i aftet following rhe prescribed procedure as given in 1.hc articles ;ind the act. 

Lien 011 Slra,-es: lt is an equitable charge on shares to secure any d�ht which may bt!' 
due from the mcmhcr of the company. 

Surrender of S/rures: It means \oluntary return of shares by a shareholder lo the 
company for their cancellation. 

5.11 QUESTIONS FOR DISCUSSION 

l. Ddinc 'share· an<l 'stock' and distinguish between the two .

.2. Write a short note on the following: (i) Issue of shares at premium (ii) Tssut' of 
sh�res ,H discount. 

3. Desenh� 1be pro(;edure for altt:ralion of share capital.

-1. Descriht' the procedurt!' for reduction of share capital.

5. Write <:hort ootc-s on: (iJ Right shares (ii) Oonus shares.

6. A company limiic<l by shan:s intends to buy some of its ov.n shares. Allvi5c.

7 Expl:iin !he prmi::;ions r�g<1rding the increase ofthe subscnbed carnal by J puhlic 
company b� a I lotme111 of further shares. 

8 Hm\ is membership of a company acquired? Distingui�h beh� l·en ;i mcmbl"r anll a 
sha rchohh:r. 

9. How does one cease to b--· a member of a company?

10. Di�tinguish h.!twecn trnnsfor and lransmissLOn of shart'.s

Checl� Your Pro�ress: Model Answer-

1. Share ccrlificate 

2. flaiti�·jp�ting

3. Ten ye,.11s

4. Sweat equity shares

.5. Transfer of shares, Transmission of shares 

5.12 REFERENCE\SUGGESTED READINGS 

Ramaiya, A. (2020). A Guide to Companies Act 2013 (22nd ed.). LexisNexis.

Malik, S. K. (2019). Company Law and Practice (2nd ed.). Eastern Book Company. Datta, A. (2023). 

Practical Approach to Company Law (3rd ed.). LexisNexis.
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Manual (10th ed.). Jain Book Agency. 
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10. How many meetings of a board of directors 0L1 company must be held in a year
and at what intervals?

11. Define managing director and state the sratulory provisions regarding his
appointmt.:nt and remuneration.

12. What arc the powers of directors that cann01 be exercised without the approval of
members given in a general meeting?

13. Distinguish bet ween a managing duector and a who let i me direclor.

J 4. Discuss the powers of the central government to remove the managt-Tial personnel 
on a reference made to the CLB. 

15. Write short notes on: (i) alternate director (ii) rnanagerial remuneration.

Check Your Progress: Mode! Answer

1. Three, two

2. Trustee

3. Increase or rc<.hice

4. Twenty

5. Public company

7.17 REFERENCE\SUGGESTED READINGS 

Sridharan, H., & Pandian, M. (2018). Law Relating to Companies (4th ed.). LexisNexis. Gupta, S. 

(2022). Company Law Manual (10th ed.). Jain Book Agency. 

Jain, V (2019). Guide to Companies Act, 2013 (2nd ed.). Taxmann Publications. 

Prasad, V (2021 ). Companies Act, 2013 and Allied Laws ( 6th ed.). Bharat Law House. 

Sah, A. (2023). Companies Act: Key Changes & Analysis (2nd ed.). Universal Law Publishing. 







1vi} The meeting ll'\3:-' adjourn and the adjoumed meeting. h;:is the same powers as thi: 
original meeting. The adjourned meeting, therefore. may do anything wh.ieh 
could have bc:en done by the original meeting. 

l vi1) Jf (kfault 1s made in complying with the pr0\.'1sions of Sect inn I 65. lht:
foHowi11g ronscq\1enccs may follow: (a) Every director or other of

f

i.ec!r of the 
company whCl is rn default shall be punishable with fine upto ,5,0II0; {b) Th� 
Registrar m t1 coniribulOry may apply to the Court for the wtndrng up of the 
company (SectiOn 439J. However, the Court may, instead of pas"mg an order 
fol' U;inding up. gi, <: dll'eclions for the holiling of the mcetrng or tiling of the 
Statu(ory Report. 

(viii) It should be remembered thal this meeting is rcquirl.!d to be hdd nnly once in the
lifr t11ne of a puhlic company, having a share capi1al.

8.4 ANNUAL GENERAL MEETING (AGM) (SECTIONS 166-168) 

As the n<1.mc signifi�s. tl1is is an annual meeting of a company. The provimms relating 
10 th.i� meeting :uc: 

Every �ompaoy. whether public or private, having a share capilal or no\. limil\!d l)T 

unlimited mu:,t hnld this meeting. 

Th�· mcC'ting mus1 be h�Jd in e.teh calendar year and 1101 mun: th,rn fifteen month� 
shall el:ip�i:- tletwcen rwo meetings. !-fowcvcr, the first AGM may be held "'-llhin 
c1gh1ecn month-. from lhc date of its incorporation and if sucb gene.raj ml'.'ctin� is held 
w1lhin that pcrwd. it need not hold any sueb meeting in the yl!ar of its incorporation or 
in th\! following year The maximum gap tx.""lwcen two �u<:h meetings lnJY be extended 

r

by th. ec m\1nths by taking permission of th.e Rcf!islrar, who may so all<>w for any 
speci:,I rc<1son. 

Tht: Company Law D�p:.irtment has expressed the view that the R��i:,,(rar can grant 
�xtcnsion of 1irnc:. for special reasons, upto a maximum pe.riod of J JTl\)lllhs. ev1;•n if 
such extension allow� the company to hold its AGM beyond the cakndar year 
�fr,wcvel', the said CX\l'.:'mdon shall be granted only ff the application iht.Tefore 1s made 
t<> the R1:g1str;Jr hefun: lhc expiry of the period as p�r Section 166 ( l }. 

The meeting must be held Ci) un a day wh.icb is nol a public holiday, (ii) during 
business hours, (iii) :H the registered office of the company or :.it �<1m._,• other place 
within 1hc crty. 10wn or village in which the rcgistcreJ office 1s situated. {Section 
l6o{2Jj. 

The bu�mess to be 1ransacted tS<XLion 173} at such a meeting may comp, isc..: tif· 

(1J Ord;nary bu�inc,s .v . hich rdotes Eo the following m.inets: (3} con')11.lcra1ion of 
accounts. balance sht'et imd the reports of the Board of Dire<.:tor., anii A.u<l,tor:;: 
lb) d.:claration of <.hvidcnd; ( c) appointmem of dircctorc; in the place of 1husc ieliring: 
and (d) app0io1mcn1 of auditors and fixation of their remunCT.atlon. (ii) .-\ny business 
other than ordinJry business transacted at the meeting will be de�:nied 10 he spci;i:il 
business. With regard lo all special business, an Explanatory Statcm�nt 1, required l(l 
be annexed to the notice. 

\\'hat about a situalJOll \\here annual accounts are not rtady for being plat·c<l heforc 
the AGM? ln ca�e annual ::ic�ounts arc nol ready for laying al the appropriate .A.GM. it 
I:!. open to th<.' comp.an) concerned lo acJjoum the s;tid AGM to a suhscqu�nl <late when 
the annmil accounts are expcc. ted to be ready for laying. Since considcrnlion of annual 
.:ict:oums i� only one of the matters to be dealt with at an AGM, dire�'.IOrs are under a 
statutory obligc111011 to hold the meeting. The proper course i\hall be to hold the 

2U 
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AGM and the day turns out to be a pubJic holiday (PrMiso (a} to s�cucin l66(2>J. (1v) 
A privote company which is no! a subsidiary of a pubhc company may also fli.ke a 
public company or its subsidiary under (ii) and (.iii J above] by a .resolution agn•ed to 
oll the members thereof fix the time as well as the plact: of i<s AGM and the same 
shall he valid if1he day happem- to be a public holiday {Proi·i.w (bJ t<> Stx-tion 166C)] 
{v) A company ro whom a licence 1s granted under Scc<ton 25 i� exempted from the 
provrsiorl!l of Section 166(2). (vi) Where the AGM is .1djoumcd h"i:ausc:: of lack of 
quorum, it is lo be held on the same day in the ne:<t week at lh<t! �amc lime nnd ph1c-e 
(Section l 74). fn case the day comes lo be accidentally a public hol1d.ay. it shall nor 
amount to contravention of Section 166{2). 

h is not obligatory to advertise nohc-e of meetings in the newspaper,. Hciwcvcr. as an 
abtmdant prec-ao!ion, the company may advertise: in the newspapers to avoid uhjt'.ction 
from suc.h of the shureho1d1.-,-s as reside outside Tndia an.d who inl•,1dcntally may no! 
receive the notices served through post. 

Voting rights of members shall be determined as at the <late of the mi:e1ins and not us

!hey would/have bec-n if the meeting had been held within the prescribed time.

A meeting be.yond s1ah1tory time cannot be said to ht: void 01 illeg;iJ lf the Trihunal 
doe� not extend the datr of holding the AGM u/s 167. the Dire<.:tot!> shall bt> subjcl'led 
to increasing pe1�hy but the meeting sh.all he a \'ahd m1.·eting. 01hi:-1-w1�t:, ih� posinon 
in law would become imposs1ti!e. 

Tht: Board of Direcwrs has the powl."r to caned or po.,.tponc ,1 mct:tiog (:.Qnv�rn:d, 
though 11 �anoot be exercised except for bona fide and proper reasons 

8.5 EXTRA�ORDINARY GENERAL MEETING(EGM) (SECTION 169) 

Clause 47 of Table A (Schedule 1) provides that all gem:r.il meeting-. olh-..-r thtm A.GMs 
sh.all bt: called the EGMs. The legal provisions as regard.!\ such mcetinp.s arc: 

EGM is convened for transacting some special or urgent businc-ss th.,1 may arist: in 
bctw('en two AGMs. for instaucc, change in the obi0cts 0r shift of r�g1stt:red offii.:l' or 
alteration of capital. AB business transacted :it such meeting� is calkd special 
busincs:-;. Therefore. every item on the agt::nd:i must be ac�omp:1f\icd hy an 
'f.xplnn:.itory Sta1cment'. 

Ari EGM may be called: (i} by the Directors oftheil' own accord; (ii) hy the Ditcdors 
on requisilion; (iji) by the requisitiorusts themselves; (ivt by th�- (LB. The. BoanJ of 
Directors may call a genernl meeting of the members at any 111m:· t,y giviog not less 
than 21 d:.iy's notice. A shorter ootic.e may, howcwr. be held 1;ahd if consent is 
accord�d thereto by men1bers of tht: c:on,pa11y holding 95% m r11un: uf the votmg 
l'ights (Scc1i0n J7l ). The Board of Drrector� mu$t convene a gene1al mec1ing upon 
r�quest m rc.:qu1sition if the following condition� arc satisfied (Se1:twn l(i'l). 

The req11isitiomst!, must be such number of ml.!mhcrs who. al the date vf the deposit of 
1hc r�qu111itton. arc tht: holder!. of l.' ! 0th of total vor i11g powe1. Thu�. m ca�c 1lf a 
company ha,·ing share-capital they should hold :11leas1 I 'lOth of !>l!ch of tbe paid-up 
capital that cames rig.ht tu vote in regard to that ironer. Prefen:nce sharl!holders have 
vutmg pow�r only as regar<ls matters relating to the preference ,;hard1olders. They 
have no voting right :rnd therdorc:, no right to requisition in respect ot t1thcr matters. If
1he company does not have a share capital, they shl1uld alkast hold I il Orh of 1be total 
YOling power of tlie cornpany in reg.an.ls to that maHe! The requisition mn:it state the 
0bjeds of tht: meeting. 1.<.> .. it must set out the malters for the cons1<lcr:11iun of which 
lhc mceling je; tu be called. Further. requisition must have been deposited at the 
registi::red office of the company. Ti1c requisition mtJ::;t be signed by th� requisittonists. 

21.5 
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8.10 QUESTIONS FOR DJSCUSSION 

l. What arc thi: <l1ffcrent kio<ls of general meetings of a company?

2 Defint: -;1atuiory meeting of a pubJic company. 

3. Summanse tnt.! prov�ions as regards annual general meeting.

4. What are the pro\·isrnns of1hc Compames Act. 1956 in rc.<;pect of an extraordmary
general 1m·et1ng to be hdd \)n rcqu,�ition?

5. Write a snort O<l! eon the powers of the tribunal to call meetings.

6. Write short notes on: (i) Nouce of a meeting (ii) Proxy (iii) Voting by poll (iv)
Ri:solutions (v) E,-planatory stalcmcnt (vi) Quoru01.

Check Your Progress: Model Answer 

Two 

2. A.nnu::il Gc11cral

3, Extrn-Ord,11.u-y General Mectmg 

4 Quorum 

5. Acda m<1lion

8.11 REFERENCE\SUGGESTED READINGS 
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Basu, N. (2020). Companies Act and Corporate Governance in India (2nd ed.). Eastern Law House. 

Kapoor, N. D. (2019). Elements of Company Law. Sultan Chand & Sons. 

RamaQ12a, T. (2019). Company Law in India: A Comprehensive Analysis of Companies Act, 2013 (3rd 

ed.). Oxford University Press. 

Majumdar, A., & Kapoor, G. K. (2018). Taxmann's Corporate Laws & Secretarial Practice (Revised ed.). 

Taxmann Publications. 
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Amalgamatirm: Amalgamation 1s define<l as the combination of one or morr 
companic:, into a new entity. 

9.9 QUESTIONS FOR DISCUSSION 

I. "A company 1� a democratic institution in which the majority have a right to
control the company" Dn you support this :.tatemen(' Give your crnrnnents in the
rule l.:1itl Jnwn in Fos� v. Harbottle.

2. Fx.pl,nn clearly the meamng of ·majority rule' as applied in managing a t:ompany
registered under the Companies Act 19.56. Are there any <!xccpuon� to this rule'? Tf
so, explain in the light of 1he statutory law and case law.

3 ''Th� rule ,n Foss v. Harbottle presently h:t� lost its in1portance because nf
adequl!te stalulory provisions made in the Companies Act, J l)5fi'·. Discuss the
adequacy nf these provisio�.

4. "Ma_jority will luwe its way but minority must be aJJow�d lo have its say". Discu�s
the ahove proposition with reference to prevcntk1n of opprcs�im1 and
mis rn.a nagcmcn 1?

5. Fnumeratc the powers of the Company La�· Board to pn:ven1 oppn:sswn and
mismanagr:ment. What arc the powers of the Central Government to p1c..-ent
opprcs�i,m and mismamigcmcnt'?

Check \'our Progress: Model Answer

I. MiM11ty

2 llkg.il or ultra vircs act 

1. Fraud on th� m1noriry

4. Minority shar�holder

:i. Rllk hy majonly, th.rce-fourths 

9.10 REFERENCE\SUGGESTED READINGS 

Murthy, R. (2018). Corporate Laws Including Company Law & Securities Law (Revised ed.). LexisNexis. 
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Ghosh, S. (2022). Corporate Laws: Including Companies Act, 2013 and SEBI Regulations. Oxford 

University Press. 

Bhandari, S. (2020). The Indian Companies Act, 2013: Critical Commentruy (Revised ed.). Eastern Book 

Company. 
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10.8 QUESTIONS FOR DISCUSSION 

l Wl1at b windtng up? Ot5cuss the circumstances io which a comp:my may he
wound up by the Company Law Board

2. What 1� ch<: cff ect of a winding up order passed by th� C0mpany La\\ B,">orJ·�

-� Define lht.' tcnn ·contributory·. Discuss the liability of member� of a compan) in
the event 0f it� bc-iog wound up. 

4. Explam tht procedure to wind up a company voluntarily.

5. \l.-'har is a dt.:fonct company? What procedure is followed to d1-.so!vt> II?

6 What is the Jiffcrence between winding up and dissolution·! 

Check Your Progress: Model Answer 

I. St.'\'Cll. TWO 

2. Yolun1;iry winding up

J. Memhw,· Volunta1y winding up. Voluntary winding up 11n1.kr �upecvcs,on of
tbc:- Court

4. CrcJitors

5. Offo.:,al liqu1Ja1or

10.9 REFERENCE\SUGGESTED READINGS 

Bansal( S. (2020). Company Law: A Comprehensive Study. New Delhi: Taxmann

Publications. 

Bhandari( M. C. {2020}.Guide to the Come,anies Act: Come_anies Act 2013 with Rules.

LexisNexis. 

Jain1 R.$ & Agarwal( A. (2021). Business Laws and Come,anl! Formation. New Delhi:

Laxmi Publications. 

Kumar1 A. {2021).Come,anl! Law and Practice.Taxmann Publications.

Reddl S. G.( & Reddy, A. S. (2023). Understanding Company Law: Theory and Practice. New 

Delhi: Oxford University Press. 
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