Companiss Act, 2013 extends to oo India I i
: . entire Ingia N Companies A . I S
Difforent N . : Companies Act vs, specia acts qoverming the companies like bankin

dates g:, P visions mag be notified on different insurance, elactn‘dt5 ote. - i '?/u/ a /(’w‘l/ /u,-vZ'I o

Company means a company incorporated under :) : Cvmpan}‘ies]‘é’tv, 2013; o,r
any previous company law
I Incorrorated Artitici e —
s iclal person Separate Legal entity [ Parpelual succession
mited hability of Comm g S i
| memmbers y on seal (voluntary) Not a citizen, but s a resident " | Separate property

ansterabiiity of Separat: . SS—
e parate Management Capacity to sue or be sued Limltation of action- |
MOA
- & I
;;%r’r;o;z formed a company & transferred his shoes manufacturing business to Salomon Co. Ltd. for
: g:;)ave him cash = & 8,782; equity shares = £ 20,000; and secured debentures = £ 10,000
T e ’:Qh“eI;i’g’ t:ere'were unsecured trade creditors of £ 3,000 and was left with assets worth only £ 6,050
urt held that Salomon & Company being se
belngd secured debenture—holderp g being separate persons, Salomon will be entitled tov those £ 6,050
—  Lee formed a company Lee Air Farming Ltd.
—  Lee was a shareholder, MD and employee of the Co.
—  Lee died and his widow demanded the compensation . ;
—  Court held that Lee and Co. being separate legal enti rand i idow i
et s compareation 9 sep egal entity, employer and employee are different and widow is
— A person transferred his tea estates to a company formed by him
—  Held that he will be liable to pay ad-valorem duty on the same
— Company was canying agricultural business and was exempt from tax
s 4 shareholder contended that dividend received by her was.also exempt from tax
—  The court held that the dividend received by the shareholder is not an agricultural income as company is a
separate legal entity
Mean
Eeerey Lifting of corporate veil under
Separate legal eztlty of company
segregates  insiders  from  th
ocelgsi lers € Statutory Provisions Judicial precedents
If someone’ misuse‘sj this, then v v
te vei be di
corporate veil can be disregarded Eg. Section 38, 7(7), 2 s1) Refer cases below

Assessee made  private companies to spilt his income and save tax

Income was passed to him as a pretended loan
Held - Companies were formed to avoid tax and corporate veil was lifted

nto a contract for not soliciting away any clients of employer

. Employee entered i
" fter leaving employment, Employee formed a company to solicit away clients

Held that corporate veil will be lifted

If a company is controlled from an enemy country

Separate legal entity will be disreqarded and corporate veil will be lifted

Protection of | Sir Dinshaw
Revenue Manakjee Petit.

& "\.
Prevention of | Giltord Motor Lid. ]

fraud or vs. Home &
improper &R \

conduct @, <
Prevent “Connors Bors. Vs,

conflict of Connors
public policy ) v
Daimler Co. Ltd.

Avoidance of | Associated Rubber | 5 Corporate
welfare Industries Ltd. Act

legislation
An assoclation

partnership  can  have | will be
maximam S0 members | liable to fine up to INR | lakch

DI DR o

oid Bonus

veil will be lifted if companies are formed to spilt profits and av

or [ TF still Formed, every member 2 exceptions

onally liable + | - HUF;
B up 0 ~ association formed by professionals governed by a special act

(Note - Benefit is not available to a combination of 2 HUFs)

ontrol of 2 20% Total Voting Power (TVP) or business decisions

> Company in which other company has significant influence [c
under an agreement]

Includes a V

Includes a company incorporated outside India

does NOT include '
e Co-operative society o body corporate (other than company) as C may prescribe
It means a company incorporated unaer this Act or under any previous company law

Liability of member is limited to suc amount as members may un eriake to contribute to the assets of the company in the

event of winding up
‘\
\
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t fh? a You t 14d, 1T vy,
ed to

or 15 imit |
rLiability of memv yis

woderdrgon M Ex£€5: which is Holding/ Subsidiary/ Associate of Co. jne,
Y ding on 3 ‘

S . ” y rp‘orat.ed Outside |
eans period o o ¢ sired to follow a different financial year for consolidatipy,

" of every year 18 Iegt

of eve

eriod as its FY with approva) of
— any may follow any p
, But for @ comp? such company

”dla.
) > and
outside Jg,
/ m./\_frl’rmu/m'f ° |
oo Tanuary | of @ yean, the | o
JTE N Y

A
h 5 (powey delegate y
g of 314 Mart h of the to sppicatons pending prior to Nov 2, 2012 shall be disposey by nei T
ar Note -

on orai A
period endin
following ye

[ — T Electronic Mode k

| | e ey | N[ e

Means a u;)elfl Z;I th"’”ﬁ,h a"ih"zugh' o Deposits o subsfM)

company ort : Iejle{;:;"ffy mode; & D from Citizens ;7 a/t;;:o ;asewice t

bfr%g;ﬁz,:d » conducts  any businzSS . Datahco‘m’::’:n; ement, m:ncia |
m

sactions \H
f business” includes a share transfer or | | op B2B & B2C transa —
Note - “Place of bus

registration office

q 1 s not a free reserve
hich are available for distribution | Note — Revaluation reserve is
Such reserves whici
of dividend

! vt employeesxw

i i b loyees of Govt companies are NOT 6o |

TSR RS e EwﬁiinyB months of AGM, €6 must _Place an annual report of every 60vt‘

L vi(s) Company before both houses of Parliament
o State Govi(s,

° y 4 ”Ual epo’t 1S ,lkek)ls p/a¢ ed before St t
P, an alt’ b State Govt(s) - L\)hele State Govt 1S me f e ‘
artly by 24 d p g g } ”7bel an. r
L /nC/UdeS SUBSIDIARY of SllCh Ca”?pa”y Leg 'slature

VN

has issued
"Note - In case Government company
DVR, then $1% of Total Voting Power is checked

. - T
In relation to other companies, means a company of which such companies are subsidiary

WTD
CEO, MD or Manager | Company secretary

- i d | Other prescribed
CFO Such officer, not more than one level below WTDs, designated as KMP by boar: i ri

Any company which has any of its SECORITIES listed on a recognised stock exchange

| Paid-up — share * Reseres created out of profits o Accumulated losses
Fapita | ® Securities Premium ( ,) o Deferred expenditure .
o Profit & loss account *  Miscellaneous expenses not written off

Note — Does not include reserves created out of revaluation of assets, write-back of depreciation and amalgamation

e WD *  Any person under immediate authority of Board or KMP, s charged with any responsibility
o KMP *  Any person as per whose direction B

oard is accustomed to act (other than advise given in
o If no kKMP, such director(s) professional capacity)
zse specified by Board in this | Every divector aware of the contravention

half -+ has given his In respect of issue or transfer of shares - the share transfer agents, registrars and
consent merchant bankers to the issue or ¢,

ansfer
Company which has only ope person as its member

Means —a _ compan, aving n Restricts the vight o transfer its Snares
minimum éya/a’—up capital as may
be prescribed & which by jts a0k Other than OPC

, limits the number o Its members to 200
= Joint members are counted gs ONE
= Limit of 200 excludes —

*  Present employees; and

*  Former employees

: , who were m
to remain members ofter the e

embers while in that employment and continyed
mployment ceased

Pronibits any invitation to the public t5 syb
which is not q private company; apd
has minimum paid-up capital gs may be prescribe

It means g company
L]

scribe to any of Tts securities
Note - if g p

rivate compan

i also deemed g0 e it I/q'cli oa ms;;:;'ydm’y of a Public company, it

Institutions potifieq by ¢6 under ¢

Act, 1954 ompanies | €6 shall not pog Y an insti

* Jtisqg Statutory corpo

: ration; or
®  IsagGovt company "/J

Preliminary \,\\

tution unless —

Such institutions g5 may be notifieq by ¢
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Members of HUF ‘ o
Husband & wife | Father* | ' Mother |
Such other relations t ‘ 1
as may be
prescribed |
Brother* Sister’ ]’
{ , l :
Son' | “Includes stop-refation Daughter |
i i
| ‘ ( | :
. Son's | . Daughter's |
] wife ‘ {  husband |
Piivate company whose Following companies can never be small
—  PSC £ INR 50 lakh; AND o Subsidiary or Holding
- Tumover of preceding year < INR 2 crore e Section 8
o Special Act

-

2 way to make subsidiary

/

o~

of Board

remove
directors

Controlling composition

i.e. Power to appoint or
majority

Controls > S0% of TVP

!

o TVP means vote casted on POLL

e Voting  power might  include
Preference share capital, subject to
sec. 47

subsidiary

is control can be exercised directly or through one or more

Note — The term company includes ‘Body corporate’

Lagers of Subsldlary

Prescribed companies can’t have more than 2
layers of subsidiaries
However, if one layer is of WOS, such layer is nof,
counted as'layer
Existing companies can continue their existing
layers ,
However existing companies, can’t increase their
layers beyond 2
Even if layers are subsequently reduced, existing
. companies can’t increase the layers beyond the
o layers after reduction; or
‘o 2 layers

whichever is more

Note — Provisions not applicable to Banks, NBFC,
Insurance & -Govt companies

Total votes which may be casted on POLL at a general meeting

-
-

Not having any limit on liability of members
But creditors of company can’t directly sue the members but can only do through company

Modes of becoming Member RE .
- - — -Member .. Shareholder
gy subscrlblrfg to .ZOA e T, Defined uls 20SS) Not defined
y agreeing in writing | o Allotmen Means person whose name is | Means a person holding the share
o  Transfer entered in Register of members
o Transmission Company not having share capital | Company not having share capital
onsibility o Estoppel can have only member can’t have shareholder
: - S, Subscriber to  MOA  becomes | Subscriber to MOA  becomes
> given in gg ogftco"m'”g beneficial owner in records of | | | L o ber”  from  date  of | shareholder from date of allotment
posteory incorporation
Transferor remains member Gl | Transferor  ceases  to  be
ars and | name is not removed from register | shareholder when share is handed
over to transferee
!
Capacity to become mem.
Company > VYes, can become member but subject to MOA and section 19
Firm 2> Ves, but can hold shares in name of ALL the partners
— If shares are hold in the name of few partner, filing of section 39 needs to be done
LLp 2> VYes, being a body corporate can hold shares in its own name
y Foreigners - VYes, subject to FEMA
ntinve _s  Can'’t exercise any rights during the course of war
Minor 5 Ves, can hold shares in name of guardian
s However, company can deny him membership if shares are partly paid -
Insolvent 2> Yes, until shares are disclaimed by official assignee
Pawnee —  No, since he just has possession and not the title to the shares

Preliminary




B Company can be classifieq oe ~
T a. Co. limited by shayes
Y OF 11 b Co. limited by guarantee
R 7 ¢ Unlimited co.
. public - !
private -

— “’w‘_’;‘k-()w SIONS FELATING 10 0PC

~=1' \ominee shall become member in case of subscriber’s gg

T onc (always '), R

inee

ath or inc i
ontain nam - pacit ]
U ntain name of nom e === ik — »\y to cong,
MOR e 1 lling for nomine
e
Nominationin Filec af the time of l »
rormING-32 mno'pon» "P'f o ».’! Ro(; + E HECO(MM Moa ‘
| with MOA & AOA b ‘
Written consentin
{ formING-3 |
Withdrawal of consent 4
Within 30 days fie
Nominee (— Form /NC;d
gt f = » ——*” Company }WW‘“&_%" Roc
i withdrawal o . | Form INC-3
consent Within 15 days
———— -~ fomifiate new persor
’} Member \
i +
b s mbimation i Farm INC-3
Change of nominee
| | Within 30 days file —_—
| I Intimate change of | Form INC-4
E riber | Nominee | ! Y
| sabumb! = ’ g pany | his ntimation in RoC
Semmte § his inumation in Form f } Form INC-3 ‘
| | |
i INC-3 L |
L
o i r : -
f i Within 15 daysperson % t 1 30 days e |
nominale new 3 % F”ormhmc4 ‘
so:m member 1 " Nominee | | 5 .
contract | j g his mtimation in { ; Form INC-3 :
| Fom INC-3 i ; | |
e = L]
Provisions relevant to opc ]
Provisions relevant to op¢

Four restrictions on 0PC

Minor can’t be member, nominee or hold beneficial interest
OPC can’t be Sec. 3 compan

Can t cany out NBFC activities
Can'’t voluntarily convert before 2 years

Only a natural person who is Indian citiz
can be member or nominee jn oPc

L

2,

Resident - person stayed in India for > |32 days in | 3.
preceding financial year 4.

en & resident

Mandatary conversion of OPC. if

Vohmtarg conversion of Private company into 0PC
= PSC>INR 50 lakh; or

. » ’ f
Private company may convert into OPC if its PSC and tumov

= Average Turnover ip st 3 years > INR 2 crore ithin the limits
Note - Filing iNc-5 with R

. . _6 with Rl
' 0C Within 60 days & comply with SR~ NOC from members & creditors — File INC-6 with
section 18 to convert Within 6 months

IT members are reg

ced be 0w — “

7 = in case of pypj Co. fter 6 . ‘ f“’i
2 - in case of Pn‘v:te 20‘ e dlichs Members who are cognisant of the fact will be severally liable E
- - wgole debts of the company !

i

[
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Clauses of MoA T‘“““‘*v* T Provldans relallng To Name clause

. Name clause D v ——— 4
2. Situation clause (name of state) = Not be idintical o PReservation of the name of a new company is
3. Object clause - Not offon: done using SPICE+: INC-32
o nsive under any law ) L
9. Liability clause . ‘ e RoC will reserve the name for 20 doy: from dote
S, Ca "t”;/ clause = Undesirable jn opinion of ¢4 of APPROVAL jn case of reservation of name by
8. Subscription clause ) = Use of some pocifiod 1o a new company
7. Nomination clause (in opc) tequires €6 approval s For change of name, web service RUN (Reserve
Unigue Name) is to be used
(Refer Rule 3, 84 & #B) |, poc reserves the name for 60 dags from the date
of approval in case of change of name
o IS days re-submission period is allowed in case
of defects
Name reserved by fumishing incorrect information
DOCTRINE OF UITRA VIRES & i :
e Ultra Vires acts means acts beyond If Co. is NOT incorporated If Co. Is incorporated
the powers ; N
e These contracts are void-ab-initio - Resewved name is cancelled - RoCmd tzregtkto change.name within
. . ] = Penalty up to INR | lakh 3 months by
* prectors will become personally liable o - Strke=off or wind-up the name

for them
Ashbury Railway Carriage & Iron
Company Limitd vs, Richie

Note — However, certain powers are implied from the objects of the company

Contains intemal rules & regulations Provision for ENTRENCHMENT

for management ®  AOA s altered by SR u/s 14
*  However, company may provide that its A0A will be altered only if a condition more
Model A0k restrictive than SR in complied with
Company may adopt ALL or any of | e This provision can
the regulations of model A0A - originally be there in the A0A or
. : = Inserted by amendment in A0k agreed by
But if any regulation of model A0A ;
is neither excluded nor modified, " o, ALL members - Prvate company

then it will automatically apply to a " SR Public company
company *  Notice of provision for entrenchment needs to be given to Roc
N A

It is presumed that outsiders dealing
with the company have read the
MOA and AOA

Works in favour of the company and |*
against the outsider e

Griffith vs. Paget

company said only 2 divectors can borrow money
company is not liable to pay if the creditor gave loan on the bond signed by

Royal British Bank vs. Turguand

per A0A, directors could borrow money if authorised by OR
Directors borrowed money without OR
Held that Turquand could sue the company and he could assume that OR was passed

Outsiders dealing with the company
are not required to enguire into th
internal  management  of " the
company T, W
Works in favour of the outsiders and

against the company iy

Knowledge of " |"Howard vs. AOA said directors need authorisation by OR to raise loan > £ 1,000

. -
Irreqularity atent Ivor, —>  One director himself gave &£ 3,500 loan to company
—>  Held - he can just recover £ 1,000
Forgery ;S?”be;” vs. Great [ _,  share centificate was signed by secretary and he also forged signatures of 2 directors
inga _ N "oy L
Cohsalidated —  Held — forgery is nullity & transferee can’t claim benefit of indoor management
Negligence & | Underwood vs. —  Bank couldn’t assume that a divector was authorised to get Company’s chegue credited in
Suspicious Bank of Liverpool his personal account

transaction

Ultra vives or Tllegal transactions | ;™ Ng benefit of Indoor Management for ultra vires or illegal transactions.

The provisions of the Act will override —
- MOA —  AOA —  Agreements - Any resolution




quntant that provisions complied
Act

!
on from subscriber & first divectors tha
d pe{r 'z::u{::’pd or quilty of fraud since s years

"o

bscribers

particulars of su

X particulars of first directors
’ panticulars of interest of first directors
y 1<

32 s filed along with following docurment s .
i INC

spicet: .
T HOA :
r‘l ’_b@;e!"“"’mn from Advocate or CA or €5 or Cost

» | .
Address for correspondence U reglstered office fs :
e\fab”‘hp

Fol verlfles the  docupmenpy wnd sy, centif;

Incorporation in Form 1ne - ),
Poc also allots CIN number
certificate of Incorporation i concly

slve idence ‘
Tubilee Cottoy Mil),

certificate 15 valid evey |f slgned by q guardion o ; '

members
(Moosa yg, Ebroll
“erved permape
/s 447 if any 4,

Incorporation documents are to be pre
Persons concerned will be ligble
information Is furnished '
Further If Co. Incorporated by furnishing false Inform gt
NCLT may pass an order- ati
for requlation of Co or changes in Mo
that llabllity of member is unlimiteq
removal of name of company
- nding u
— z)t/her oidees as it may deem fit

or Aop

he promotion | Its MOA or AOA shall

This Co. has in its objects 7 ted  without tl;;e words | — : ;

> This Co. has in airtts zlg_:;tcse tc?ti 'promotlan » 4‘[,‘;,,:3{;”1 or ‘Private Limited ggt:t’;z ”’;hﬂfcl: ;6 < approyg
of i,o";::e,::jmer:t of dividend ~» Incorporated after taking a license from | — cobened com par; y" y“’"’,

-y Prohibi ‘ o : ;
- Afp’iz.: its profits in promotion of its s fim g be lts member . ;resgﬂbgd y X
e ing company can be ]

7 fX%ert‘Z/ %t nsgect/on pZ %y taking (Re}ferb 02:5 21 + 22 from

license from €6 main

€6 may REVOKE LICENSE |F -

—>  contravenes section 8 or license
- affairs conducted fraudulently
- affairs violative of objects

" | > affairs prejudicial to interest

ilar objects

Where the license Is revoked, CG may fu{‘ther ‘ . v
- b]z/ order provide for AMALGAMATION with another section g company
sim

WINDING UP (any surplus asset is transferred to another Sectiop g
- Zf%%;ol;e sold and procee!zlls credited to Insolvency 2 Bankruptey Fund)

From date of Incorporation
- subscribers become members
| = company is body corporate

— perpetual syccession
— powerty acquire property

~» power to contract )
> power to sue or be sued by its name

MOA" and #0A once reglstered bind the” company
members as if they have been slgned by them

AOA sha

All moneys payable b any mernber to the company under the MOA Comii
/7 bép aydebt dge from him to the gampan

company

Company Incorporated after Nov “2,,20;8/ & havi

declaration filed by director within

*  company has filed ve?f{kiti% reglstered office ufs 12(2)
Note - if not done, Ro¢ may Initiate th

* Every company must have 4 registered office oith
incorporation
* Company shall also fuppis) verification o
*  Company needs to labe) jts hame at the specifieqd places
. In ¢ase of change of poye during last 2
affixed with the peyy

*  Incase of 0pc, the words “one Peysop Company”
brqckets below the name pany

%gg = If RoC has reasons to beljeye
siness, he m

that com
ay cause physical veyjf)
of the company

Vives

Lonfirmation ‘
a |

Within 20 g il
iy g . ’

o

CA HARSH Gupry I

g share capital shall not commence
180 days of incorporation that eve

the action for removal of the name

-~ Omitted -===
n 30 days of jts
f its registered office to RoC
b years, former name(s) shal pe
shall be mentioneq j,

Pany Is not cayryjy, oh an
cation conducteq and remoge fhe namg

business or exercise borrowing power, unle _
1Yy subscriber has paid the valye of the shares, and

Change o Registered OFfice
Within CTvV

Outside CTv

Board resy, ution

—> Board resolutiop
- SR

m

om  one Roc to
another

= Board resolutio, |
- SR |

l = Approval of gp

CONCLUSIVE
EVIDENCE oF
CHANGE

——

| Incorporatioy, 4 Mattere & .




Except capital clause (altered u/s 61 b& OR), A ciorh/;brhyzne@»syt'o ;)ass SR to alter the other clauses of its MOA

A copy of SR shall also be file with Roc
e  Adartional points to remember

Nam: ~ Approval of €6 also required

clause - No approval if the only change is addition or deletion of the word ‘Private’

- Copy of G approval shall also be filed with the RoC

Tation |~ Approval of € also required, € shall dispose o the application within 60 days

lause — Before giving approval, C6 will make sure that consent of creditors and other persons concemed is obtained
or they are discharged or are provided with the security

~ Copy of ¢ approval shall be filed with the RoC of both the states

1T company has raised money from public through prospectus 27T Ts still unutilized

- Copy of SR needs to be published in a newspaper, and , )
~  Exit opportunity shall be given to the dissenting <shareholders in accordance with SEBI's regulations
~ RoC to register alteration of objects within 30 days from date of filing of SR

Subject to the provision of entrenchment, SR is required for | In Case of conversion of Public company into Private, approval shall
alteration of AOA also be required from €4
Note - Applications pendivig before Nov 2, 2013 shall be disposed of
by NCLT
Every alteration made in the MOA or AOA shall be noted in every copy
[By CG suo-moto [~ If the name of a company is identical or too nearly resembles name of another company;

- €6 may direct to change the name; and ,
—  Company shall change the name within 3 months by passing OR

On application of |~ Proprietor of the trademark shall give an-application to the CG within 3 years;

registered _1f CG finds the name of the company identical or resembling With the name of the trademark; ;
proprietor of a — €6 may direct the company to change the name; and ‘,
trademark — Company shall change the name within 6 months by passing Ok g

Note — Company shall give notice to RoC within 1S days‘of the change of:théﬁhme.

S fur/ni(‘s/‘h{ copy of the MOA, AOA or any yesolution or agreement mexntion uls

o ! ;Ee uested by member, Company shall within 7
-z

v making sure V;II the Formalities are complied with, RoC shall close the former

# company may convert itself into any othg."r"-;
istration-and issue a fresh certificate of incorporation

class of company by altering its MOA or A0;

No company shall hold shares irg/{ltéi‘; 3 exception -
Zﬁéz%intco?”z Z:’e!.ls slfanl;!beav’(;!/{ﬁf ?,sdch I Tding shares as Tegal representative of deceased member | voting power v
"Holding shares as trustee Voting power
; Where subsidiary acquired shares Voting power X

Document may be sewved on company”| A document may Be served on RoC or any member | In_ case of delivery by ego:g such
at its registered office by sending via. | via. service is deemed to be effected
- Registered post - Post — in case of notice of meeting,
- Speed post 4 - Registered post within 48 hours of dispatch;
— Courier service - Speed post - in any other case, in ordinary
~ Leaving at office - - Courier course of post
- E=means —  Delivering it at his office or address

- E-means

Documents requiring authentication by company or contracts made by company may be signed by

- KMP; or
~ Officer or emplogee duly authorised by the Board

| _Any bill of exchange, promissory note etc. can be made, | & company may authorise any person, as its attomey to execute other

accepted or endorsed on behalf of company by any | deeds, by

person acting under its authority - Common seal; or
- By 2 directors or Director + €S : e

Incorporation & matters incidental K




Public company Private Company == }
public issue (PO, private Placement | mu,';:hm’
ppo, 0 s) Rights lssup
, Bonus |ssue

private Placement

Rights Isswe

Ronus 1ssue

\

peemed Prospectus Presumptions as to deemed 0F §

Unless contrary is proved, allotment of securities is deemed gr 5 4
or § is made within 6 months of allotment !

Comean 2 e BB Wwhen 0OF § was made, whole consideration had mot been recejyey
Contents of beemed Praspectug

matters specified in section 26, shall als6 disclpse -

1 of consideration received,
the contract whereln the securities ore

Desmed

_— In addition to
Nel amoun
Time & place al which

pocument by which OFS i made is deemed may be inspe cted

to be prospectus 5
persons accepting the offer are deemed to be

bscribe
st Where person making OFS Is

= Company - signed by 2 directors
Firm - minimum one-half of the partners

prospectus shall be dated & signed and Other key points

“Slgning of beemed Prospectus

fha’ l:::rtr:::‘ion & reports specified by SEBI _ Date indicated in the prospectus is deemed to be date of publication
" peclaration about  compliance with | = Pni’s ectus must be registered with RoC on or before the date
. publication
goveming Acts - Prospectus must be issued within 90 days of registration with RoC
Exceptions _ prospectus shall not include an expert statement unless the expert is
_ Issue to existing members or debenture engaged o interested in promotion of management of the company + &
holders has given his written consent pes
_ Issue relating to shares & debentures which |- Ro¢ will register the prospectus if all the requirements are complied wi
are uniform in all respects with previous | = Prospectus shall state on the face of it that a copy had been delivered ta '} perst
listed issue ® RoC e
—Prospectus must be trathfdl in all Tespects (Golden Rule or Golden Legacy laid down by Kinderseley in the case of Nel
Brunswick & Canada Railway Co.
Note - Non-disclosure of the fact that dividends were paid out of capital profits also amounts to prospectus being misleading
& (Rex vs. Kylsa
For variation of objects for Which prospectus was issued - Ext offer shall also be given to the di
e SR needs to be passed shareholders by  promoters  or  contro
shareholders

Notice of such SR needs to be published in 2 newspapers

 bhere certain members propose to offer their Provisions of prospectus not applicable to Of OFS

;b_greholding to the pg/bIJIc, any document jssued by | - Minimum subscription
e company for OFS is d to be prospectus - Minimum application value

o Members whose shares are proposed for OFS shall | - Statement by Board regarding atilisation of the money
hat can’t be complied with

collectively authorise the company to take all reguisite | - any other provision t
actions for OFS

Public offer of securities SHALL only be in dematerialized form
o Any other offer MAY also be in dematerialized form or a company
A - every unlisted public company must also opt for demat

MAY convert existing shares into demat

o AsperRuleq
Tn any advertisement of prospectus, it is necessary to specify -

— objects — liability of members - share capital
—» name of signatories to MOA —> shares subscribed by them - capital structure
Jamigs e = 1y :‘q _____________
Jan ‘:, ] o m 11 Sep 20t =
I L 4
lm,,s‘d,m | “ ot | T g
Stk of Recarisiis [ | R End of validity e
uf offe ] of she!] prospech
= 5]  iermatio :
== ] il et
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Information memorandum contains material facts relating to new charges created & changes in financial position since the
first/ previous offer of securjties

Shelf Prospectus + Information memorandum = Prospectus

Use in case of book-built jssye

o RHP s filed with RoC 3 days prior to
opening of issue

Nopmnl

o Upon issue closing, final prospectus | ")
B

is filed with RoC & SEB)

Every share application form mus

prospectus t e accompanled by abridged | Exceptions -

- Invitation to person for entering into undenariting

Note — If request by shareholder, copy of prospect agreement
s COPY of prospectus must be offered to him _ Sacuritles vot offered to P”b” c
Where prospectus includes misleading statements or any omission 2 safequards

likely to mislead, every person who authorises the issue /s liable u/s

447 o Misstatement was immaterfal...

o He had reasonable grounds, to beljeve that the
statement was true o ym/ssld%wet necessary

| Where a SUBSCRIBER has suffered a LOSS due to misstatement Tn Fsafequards
prospectus, he is liable to get compensation from « Having consented to. become director, he withdress> his
| > director — promoter consent before the issye 7
— expert > person who authorised issue of prospectus o Prospectus m_g issued without his knowledge & on
| — person who authorised to be named as a director becoming aware he gave a reasonable public notice

: i
Note - In case of fraud, these persons will have unlimited liability | ® His. statement was ‘an extract or a copy of expert’s
| ’ 4 ! statement & he believed the competence ofll the expert
| Note — Person who purchased shares from secondary market, is %

not entitled to damages under this section (Peek vs. Gumey) ‘

Person Tiable u/s 447 if he Fraudulently induces another o
o enter into undenariting agreement

*  enter into agreement to secure profit to any of the p
*  enter into agreement for obtaining credit facilities

N

N %

A suit may be filed or action may be taken
ufs 34, 3S or 36 by any person or group of
| persons affected by misstatement

- This pu/s shall be reproduced in every prospectus
Where a person is convicted, Court may order disgorgement of
his gain or seizure or disposal of his securities

Amount so received shall be credited to IEPF

| A person shall be Tiable u/s 47, iF

|« makes an application in fictitious name’
o makes multiple applications in differe;jt names -
| induces a company to allot shares in fictitious name

o

Minimupm subscription | Minimum application valie | If minimum subscription nof received? Retum of Allotment
As  states  in |e  $% of nominal value = If not received within 30 days of | 7, pe filed within 30 days
prospectus o 25% of issue price as per date of issue of prospectus, from allotment in form

o SEBl has specified | SEBl. . —  amount shall be refunded within 1S | PAS-3
90% b, ; 0% for OFS days from closure of issue,
e Not applicable to OFs | —  élse, officers in default are liable to
47 5 repay that money with 1% p.a.
&7 |, ¥ interest

Every companyb making public issue, must obtained | Moneys received on application shall be kept in a separate account
in-principle listing approval from stock exchange(s) | % shall not be utilised for purpose other than —

The name of stock exchange(s) must be disclosed in |~ Adjustment against allotment
prospectus —  Repayment of monies if unable to allot

Una'emriting commission — Conditions

Not paid on the shares not offered to P | Paid out of profits or proceeds of the issue
public . i
Contract with underwriter filed with A | Authorised by AOA
RoC
Disclosure in prospectus R | Rate shall be lower of

~ Shares: S% of issue price OR rate in AOA

- Debentures: 2.5% of issue price OR rate in AOA

Prospectus & Allotment of Securities




— Conditions —
-
3% 7 required to issue GDRs e BR+SR B )
o GDR issued by Overseas Depositop, el
m are kept in the custody of dom“ty,-cB g:)skt:;d "”def’ying 2
o Company to comply with 6DR schop, ian cop
-------- »w K& Other el otigg
o o Obtain compliance report from o professions|
N I o7 Deposhory receipts
) Custodian
“‘“;"
Points W Ponder Time for allotment W
, 3
e Made to only selected group of IDENTIFIED PERSONS Upn e ffo’m . 1
e Private Placement Offer & Application has to be a A o _;lev:
specific offer with no right of renunciation ) e e R
o Maximum to 200 persons in a FY W W W 2 e
o Limit of 200 excludes QIBs and ESOPs o | | | ' (s
« Offer to more than 200 persons is deemed as Public —— — cer
offer 1-60 days 81 757 doy 68 - e o
o Limit of 200 is reckoned individually for each kind of » el
security i.e. equity, preference & debentures Money received shall be kept in separate bank account 2 poz
o Payment shall be accepted only by banking channels & | for purpose other than 4 -
not by cash - adjustment against allotment, or
o No new private placement unless the earlier issue js |- refund whgre company is unable to allot o
completed or withdrawn Note - If qllottea’,;retum of allotment filed within RoC within IS dege 2.
o Complete prohibition on  marketing or public Y ] (v
’afdvert/sements - vl —> As per Rule 14, SR also needs to be passed for private placeme k
o If company contravenes any provision, company sna B er in case of NC . e o
refund all monies with 12% interest within 30 days - ,I-;,?f ‘;friseZtion 190(1) (ij BR shall be sufficient if within th
> Further, if NCD > limit of 180(1)(c), SR once in a year it
sufficient i
- — Also, SR once in a year is sufficient for all the allotment to QIBs
: during the year
& Se
(v
. g
- Se
(¢
-




2 kinds of share capitalviz,
| 1. Equity share capital

| With voting rights
With DVR

| 2. Preference share capital

Note — Preference capital has preference

over equity regarding payment jvi
| and repayment of cagpifaly S oL Grjachg

| Note — Equity shares with DVR cannot be
| converted into equity shares without DVR and
vice-versa.

[\ .
Conditions for issuing shares with DVR

Voting rights on DVR <
74% of Total Voting Power

—_—

. OR
Power in A0A (if listed — postal ballot)
During the Tast 3 years
Not defaulted in filing of financial statements & anwual return
Not been penalised under RBI, SEBI, SCRA, FEMA or other special act

No subsisting default in 3DP | No default in past S years in payment of
D - Dividen Preference dividend

D - Deposits Term loan from banks or FI

D - Debentures Statutory payments of employees

P — Preference shares IEPE

Movable property

Transferable in manner provi
hay provided by

“Issued

under common seal of the company, or
signed by 2 directors, or

by a director + CS wherever appointed
in OPC: by director or ¢S/ person
authorised by Board

| Prima facie evidence of the title

e Every share shall have a distinct number

e Not applicable to shares held in demat form

Duplicate may be issued iF original is
= lost or destroyed e
- defaced, mutilated or tom + surrendered -

<

Duplicate certificate to be issued within
3 months — unlisted company
4S days - listed company

Note — Share certificate is not ar)?'\bﬁfféiaﬂ publication

o k\\

EQUITY SHARES

PREFERENCE SHARES

Every member has a right to vote on
EVERY resolution

Voting rights on following resolutions only -

Resolution directly affecting their rights

Resolution for winding up

Repayment or reduction of share capital

ALL the resolutions if dividend not paid for 2 or more years

In case of poll - voting in proportion to
the paid-up equity capital

In case of poll

Voting rights of equity shareholders Paid-up equity share capital

| Rights of a class may be varied by

Writing consent of = 3/4% value of
shares of that class, or

SR of that class

If variation of one class affects another
class; similar approval required from other
class as well

Voting  rights of  preference = Paid-up preference share capital
shareholders

The provision of variation | Appeal

should be . )

~ contained in MoA or | ®  Right of appeal to NCLT - Holders holding 2 10%
A0A; or issued shares of that class

Appeal shall be made within 21 days
Decision of NCLT is binding on shareholders
NCLT’s order will be filed with Registrar

In absence, should
not be prohibited by
terms of issue of
shares of that class

[ Calls to be made on uniform basis on all the
shares of same class

Reguisites of a valid call (Table F)

- Board resolution - < 25% of nominal value of

share

- Gap of | month betioeen 2 calls

- Board can revoke or postpone calls made
- Interest on calls in arrear  : 10% p.a.

- Interest on calls in advance : 12% p.a.

- 14 days’ notice

Company can accept Calls in advance, if authorised by A0A
However, NO voting rights against calls in advance

o If authorised by AOA, company may pay dividend in proportion to paid-up capital

of

Writing off
preliminary expenses

Bonus issue

Writing off commission or discount
on issue of shares/ debentures

Buy-

Premium — on  redemption
back

preference shares or debenture

A share cannot be issued at discount
.
2.

Else will be liable to penalty and will
have to refund the amount with 12%
p.a. interest

Exceptions

Section $4 (sweat equity shares)

Shares can be issued at discount when a debt is converted into shares pursuant
to statutory resolution plan or debt restructuring scheme of RBI

Py |

e s D Naliaindrivea e




Tisenf equity chore:s meons equity charee |
U icsurd to Dirertare or employers

. nt diceoimt o >
. for romeiderption other than ¥
rnr“

for providing kvows-how or  woking
L available rlth( iv the mature ot pt

A b
Conditions |

~ Explain in resolution
~ SEBR! :if licted
Rules  if unlictod

incorporation

A i e N T “"‘.’"y/"
Londions presciibed i Bules Tor unllstad compony
Emploger mesns o permanent employee
Fmploynes and divector of holding and s st
s Adeguste disclocures 1w explanotory "n‘mnfmqnc
5 i< valid only for 12 months for making
s Followsimg LIMITS chall apply on issue
ot g e iy o ﬂt“":‘"r"
CTEW oF The exiching paid-up aquity Shore 7
[ copitol INAYEAR Y o
{ xh];mc of the issue ‘Vvolyg_qflﬁf §erore |
s 25% of paid-up equity L0}
= For stort-up;, $0% of paid-up

s Lock-in period of 2 years

o A Tﬂ,f';g%w

|« Iredeem R ble  preference  shores “Conditions . | pay divider
can't be issued, or s Redemption only out of P ‘
Profits, or Company moy -,
> Max tenure = 20 yeors - Proceed of fresh issue r" B furtlfer 4 redeqem;;:
Exception - e Shares shall be fully paid inal value to CRR | preference P ore.
o In redeemed out of profits, transfer WOMIE. 8. iies | woith consent of -
For infrastructure companies, tenure on shall be out of profits or s€ | - 3/4% yalye
con be upto 30 years with o | ® Premiumon redemption k! preference share.
condition that ot least 10% shall be |  Premium : of fullypaid bonus _ 4
re every year from 21 year | Note — CRR can be used only. for issue OT. Y % Pris
omwards shares :

wies T

peidiary o150 included
$ mqmud

- ?mﬁl("ﬂﬂ' is :
,‘ higher
| B

i
N |

Ny TIME

j TA -
capitol A tal up to 10 42075

from the day, o
copi

Conditions
Share certificate +

Transfer deed (SH-¢) duly stamped, dated % executed . by
transteror and transferee ;

belivered to company within 60 days of execution
a”% - f transfer deed lost, company may still register the transfer
taking indemnity W &
z_ag — In case transfer of PARTLY PAID shares;if transfer deed is logged
iy tr

ansferor alome, take no objection from transferee by giving him 2
weeks’ notice g

| Note - Company may register transmission by operation of law without

complying with above conditions.

Time Jimit For delivery of share certificate

— T the case  of | 2 monin: From the date s
subseribers  to  the | incorporation
mewmorandum

Z mornth= From the date 57—

~In_the case oF any

allotment of any of its | allotment;

shares

Tn case of any allotment | & monii: From the date o7
of debentures allotment

In case of transter or
transmission of
securities

within T ot of receipt o
transfer deed or intimatioy
of transmission

Transfer vs. Transmission

Stamp ditg ]

Consideration ;/‘genemlly made for some consideration,

Basic L Transfer T issi
, : ransmission
Valuntary act untarg ack of the parties by way of a contract R 7 '
i c ] esult of the operation of law e 9. due to death |
" : \g. . {
lMSfelanW Reqdired Not required 3
Nature of act™ lranster is a pormal course oF transterring property. It takes place on death

) or insolvency of
securities. Y ot a holder of

Geverally made without any consideration,

—-——\4_

Who is liable?

| Person who deceitfully Personates as an owper

%

Not payable




compan

Siveat equity shares means equity shares
isswed to Directors or employees

Employee means a permanent employee

Conditions prescribed In_Rules for un [sted

psidiary also included

= ot discount or Zid ;
«  for consideration, other than | > Employees and director of holding and su + is require d
cash ) —»  Adeguate disclosures in explanatory statemen —
for providing  know-how ~or P making | _y R js valid only for 12 months for making allot™
available rights in the nature of IPR s Following LIMITS shall apply on issue
- " whichever is
Conditions of the existing pald-up eguity < i Ihigher
$ - SR capital IN A YEAR or
£ - Explain in resolution shares of the Issue va ME i
< — SEBI : if listed jtal AT ANY from the d
N ; «  25% of paid-up equity cap y to 10 years ate ol
Rules : if unlisted . For startp-up,' $0% of pa/d—up capltaf up !
incorporation
- Lock-in period of 3 years ;
W‘-‘ 3 ble to |
e Irredeemable  preference  shares Conditions for redem 1 gaay diviidend; X
can’t be issued, or o Redemption only out of _ .
- Profits, or ;
B Pamnie =29 geals - Proceei! of fresh issue ' ?:m ea'ny 'm 4 lﬁ
Exception — o Shares shall be fully paid < 1 valye to CRR | preference shore.
A o In redeemed out of profits, tr ansfer nom(ntf’ oy securities with consent of —
For infrastructure companies, tenure ) ion shall be out of profitsor - 3/4%  value
can be :ﬁto 30 years with a|® Premiumony edempLio N preference share.
condition that at least 10% shall be premium issue of fully paid bonus | _NncoiT £ ‘
redeemed every year from 21 year | Note — CRR can be used only ff?f’ I
omwards shares N ; |
- F—W of share certificate

3 months from the dote of

Conditions

Share certificate +
Transfer deed (SH—4) duly

stamped, dated % executed- by

case

In\‘te
to

subscribers
memorandum

e | incorporation

3 monihs from the date oF

transferor and transferee 2.
Delivered to company within 60 days of execution N —n the case of any
. S of its | allobment;
Note — If transfer deed lost, company may still register the t(ansfer ?ngzvsent of any
after taking indemnity D & D T case oF any allotment | 6 months from the date oF
Note — In case transfer of PARTLY PAID sha E‘t;"”-‘fi’ deed is Z’%‘f’g of debentures allotment
iection from transferee by g/ving nl
g-'g etig:’;g;‘c’; alone, take no objectio yg 3 Th case of transfer or | within | month of receipt of
: . o atioiof Ic ithout transmission of | transfer deed or intimation
Note — Company may register tran jon by operation of law withou securities of transmission
complying with above conditions. g
i
Transter vs. Transmission
Basis ) e Transfer Transmission

Voluntary act Voluntary act of the parties by way of a contract. Result of the operation of law e.g. due to death.

Transfer deed Reguired Not required

Nature of aci"%/_ Tliﬁﬂ'e??s ahormal course of transferring property. It takes place on death or Insolvency of a holder of

2 i . securities.
Consideration T ﬁgneralfy Made for some consideration. Generally made without any consideration.
Stamp duty Ph@a?le Not payable
“Who s liable? Imprisonm —
Person who deceitfull ’ o i Maximum ]
itiully personates as an owner | | year — 3 years, AND —
INR | lakh INR S lakh




on

<al of
ration

p ') N

SNAPSHOT

i ‘ I
4 1 ]
(BN Notice of refusal sent e
B gﬂr: within 30 days - i‘”""}
)4 v
-3

[]

I ,

1 o T

| R
I

which
transfer deed
delivered

Eitherdismicse
s Oraltow

Transferwithin
Rectification + dea

" Tribunalorder |

" the Rectification can be done in case name of any person, Appeal by whom ~Appeal to whom - NCLT
Gate without sufficient cause - o Person aggrieved; | Order by NCLT - -
o Entered in or omitted from register of members, or | o Member; or - dismiss the appeal,or
o Delay in entering the name . o compon = direct transfer/ transmission within 10
" the Gare pany ‘days

" Bie Gt

9F recely

o L

-up :capltal shall also be published along with.

TF authorised capital 5 published, the subscribed and pai
Share vs. Stock

Methods of alteration

Increasing authorised share capital
Consolidating shares into larger amount
Converting shares into stock & vice-versa
Sub-dividing shares into smaller amount

Cancelling the unsubscribed capital i.e. Dirinution
of share capital

STOCK

Stocks are the Consolldated value
of share capital .

Always Fully paid-up
Does not have any nominal value
DenomInation of stocks varies

SHARE

Shares in physical form bear distinct
numbers

May or may not be Fully paid-up
Have a nominal value
All shares are of equal denomination

TE Is not possible to transfer shares Possible
Conditions into fraction
= Authorised by A0A; and Shares comes Into existence before | Stock comes Into existence after
the stock and it is issued initially conversion of shares Into stock

and on conversion of shares into
stoc

62(1)(a) ~Issue of shares proportionately o existing shareholders
Rights Issue |- Notice must be dispatched at least 3 days before the opening of issue
: ~_ Issue to remain open for IS to 30 days

;| =" In Private company, lesser period may apply, if consent of 40% members is obtained
! —  If AOA authorise, it includes Rights of renunciation in favour of any other person
j _ ~ If shareholder doesn’t subscribe or renounce — Board may dispose off those shares
. | Date of dispatch oP ) Opening of | | Closing of issue |
‘ letter of offer | G Rights ijssue | i ’
’ 1 T
5 Jan — 8 Jan 23 Jan 2018
2018 Min 3 days 2018 TO
7 Feb 2018

- Exception to Right issue -
«  Conversion of debentures or loan having option to be converted into shares (Provided they were issued

after taking approval by way of SR)

«  Conversion of a Government loan into shares in pursuance to an order from Government (if terms
unacceptable, company may appeal to NCLT within 60 days) - This is also called AUTOMATIC
INCREASE IN SHARE CAPITAL

NS

CA HARSH GUPTA Share Capital & Debentures &K




Freedom / o
ulations
e — com y 5EBI !e9 gnd/tians -
, —rad compand = P78y following © ot b
134100 : Lls’tleu o rompany omply . SR Disclosures in ey,
preferential |- " f statement oty
allotment Authorise ot valuation report is reguired
in |
Allobment With -

2 of Bo
e Free reserves

o Securitles
pumlum

o (PR

Jotlce to ko n

_ order by GOVt

ufs 62
zgletrzlpt{an of preference shores
ALTERATION OF SHARE | REDUC
Hithods of Lop/t2 P : TION oF ||
ot ~ NeLr’s approvel ' CAPITAL SHARE CAPITAL |
Juce ] NCLT give notice o requlatory | ["section 6 section 66
Extinguish or reduc . g i ntations R -
/ bllfta on amount not authorities to give TEprese (4 . ‘
gZI du,g within 3 months o approval of NCLT NCLTsd approval|| |
iy or  without o Take care of creditor’s interest —Creditors not affected :igglg e
/) 1 liabilt ¥ the order for capital re 4 rs arfected’|
extinguishing bty | Then NCLT poSS S methods prescribed ufs 6] | Methods
o cancelling Jost | reduction ; . - which includes DIMUNITION | prescribed ufs 66
capital, 0;f NCLT's order i then filed with RoC within | | as well
o Paying-off excess | zg day.t
capital
Reduction of capital without NCLT's appn

=7 wolthin 30 4045

Far alteration u/s

[ Employee o diyeq 2

Director exciu
subsidiary oy holdjy,

ing
jndependent e fary rof
Director who directly or indirectly holds > |

equity shares WA0rS ’0%90/

- Minimum | year vesting period o
- No right to dividend or vote till Esop exer)
Sed

or i

s £
puthorised b4 AOR o s : No default in ﬁayme'{t,‘;df'ﬁxed N pald-y,
No default 11 statutory OUe deposits or de s;%(mes

mited com anweg;sterj@g as limited company may i |

Pl

An unll re: ‘
%or either of the following . = |
. ipcrease in nominal value of its share capital and reseryjy,

till winding up; or 2
. uncalled capital shall not be called except in case of wind, o

610)
to Increase share

orfelture of shares

Forfaiture of shares means taking back of shares if calls are not paid
be contained in the Articles

Explicit power of forfeiture needs to
Conditions under Table F (model AOA)

© Authorisation in AOA

© Board resolution

© 14 days’ notice to be allowed for paying the calls

©  Power of forfeiture must be exercise bona-fide and for the benefit of the company,
— Board is empowered to cancel such forfeiture and claim the amount due with Interest,

Ll

Surrender of shares

Means surendering of the shares voluntarily by the shareholder. AOA must authorlse the same and It
is possible where

i forfeiture s justified; or

ii. Surrendered'in exchange for new shares of same nominal value,

Redemption of
preference shares

Refer section S§

Buy-back Refer section 68 — 1
I
Prvate compang Publ corpang — 1
Con't pur;hase itsown | 1. Canjt pqrchase its own shares S
shares i Can't give loan to purchase its own shares or shares of the holding

Howe;er, bcanklgive loan if given
= By banking company in ordinary couse of busi
= Pursuant to by SR for the whe
Corseant scheme approved by SR for the shares to be held by trustee for benefit o
- T

0 em )
"""~\_LM&G" directors/ KMP) < 6 months’ salary for purchasing FULLY paid-Wp
W, CA-HARSH Gup -
Share ¢apj
/ Capital & Debentures




N ﬁz)ﬂ?o'ri;em AOA

—
> < v v S — .
< 10% of paid-up equity capital + Tree <J§ y -
reserves (including securities premium,) ST of pald-up capltal 1 frap reserves (ncluding secarftles pramamy
% [
< 25% of paid-up equity |
Board resolution at Meeting Special :esZIu tz: it ddd
| [ Ppost buy-back debt equity ratio - Max, 21 T= Sant Eérifﬁfyup‘a/ —
- p B

— Unlisted company - Comply with Rules hereunder |~y gy paci v s
B Con o Y-back can be done from
Listed company Py I regulations " Exlting shareholders on proportionate basis
" Open market
" Employees
=» Buy-back to
resolution

—]

> Gap of at least | year between 2 buy-backs be completed within | year from the date of

—y Before buy-back file a Declaration of Solvency

oo " > Physically destroy the share certificates within 7 days

0 further issue of similar kind of ities withl ;

- ymonths, P securities within | — ﬁuy—back register should be:kept
«  Bonus issue, or - y :%'/7::/1; return needs to be filed within 30 days of
= To meet statutory obligations pIsEan i

[« Where buy-back out of Free reserves or securities premium,
‘ *  CRR can be used only to issued fully paid bonus shares

create CRR = nominal value of shares bought back

. A company shall not purchase its shares
- Through any subsidiary or investment company

- If default is made in last 3 years in repagment of Deposits: debentures: divide
) ; dividend; ;
- If default in section 92, 123,127 £ 129 PR T G s Preference shares; temm loan

If optionally convertible debentures - SR required i
If prospectus is issued or invitation to public or member > 500 - appointment of Debenture trustee is mandatory

Conditions to issue SECURED DEBENTURES &4 N . DISQUALIFICATIONS OF DEBENTURE TRUSTEE

| 1. Tenure — max. 10 years; but can extend up to | No person eligible to be appointed as debenture trustee if -
| 30 years for infrastructure companies .

| ! Shareholder Relative of any promoter | Indebted to CASH"
| 2. Charge - deft?entur es &0 b; 75,‘“’ ed by charge Promoter, Director, | Given a guarantee Has pecuniary
on assets of company/ holding/ subsidiary/ | | gmp or employee relationship of lower
associate of CASH" of -
3. Debenture Trustee - mandatory Entitled to money other than remuneration = 2% of tumover; or
| 4. Type of Charge - fixed charge ‘ = INR 50 lakh

*CASH means (Cash, hssociate, Subsidiary & Holding)

Creation of DRR and DRI

Type of Company DRR DRI
Listed Company
I AIFI + Banks NIL NIL
2. PFls NIL NIL
3. Remaining listed companies
a. Public Issue
e NBFC + Housing Finance Co. NIL 15%
o Other listed companies NIL 15%
b. Private Placement NIL NIL
Unlisted Compan
I. AIFl + Banks NIL NIL
2. PFlIs NIL NIL
3. Remaining unlisted companies
a. NBFC + Housing Finance Co, N'; NIL
b. other unlisted companies 10% 15%

* DRR is created out of profits ) ) ,
DRI shall be created on or before 30t April of each year for Debentures maturing on 31 March of next year

Any person holding securities may appoint a nominee to whom shares will ves‘t on his death ‘
Nominee will be entitled to the shares on death of holder of security irrespective of any other law or will

Minor can also be a nominee

K4 HARSH GuPTA Share Capital & Debentures K




- R

Condition "7—'”"1'-/”}).{’,”44 deposits Trom members T Exemption - Private Company
- 0R , . Fa——
, Following private componies can accept deposits without copyyy &
= Comply with Rules with conditions 0’ and € Plyng . | s
= Comply with following conditions I Accepting deposits < 100% of (PsC+FR+sP) i 4
g i g tart-up for S yeors |
W :eePDSt B B i " psoh'ch spac/sf/'es all the conditions - i
son | i ‘of R ’Not on associate or subsidiary 1
Reserve following year a.
m ! b. Borrowings from banks, FI or Body corporate js Jess thay |
< B PV Prmmamm— Ryl o PR— g |
S | Security | Deposits shall be secured. <7 : !
If ,:msecured or partly secured, 7;’";(;0:;;— } W i
‘Unsecured ~deposits’ " shall - be AL Y ———
specifically mentioned ¢. Not defaulted in repayment of such borrowings )
] o , |
- Circular shall be issued to members ) ~ Exemption = IFSC P u'”(!f"m;
- Copy of circular filed with RoC within 30 days vions ' and "¢ shall not apply to on IFSC publ, ;
- Certify that no default in repayment of ﬁff,ﬁt ing deposits < 100% (PSC+FR) C""’Pﬂng f
deposits since last S years |
BN 4
f
Note - Requirement of deposit insurance no longer there
i h
Note - In case of default, a depositor may approac
NCLT for an order directing the company to repay :
deposits !
7 respect of deposits accepted before  the I File a statement with RoC within 3 mm
c’;mmer,:ceement of ';I‘;is Act & remains unpaid, @ remaining unpaid Sumng
Company shall 2. Repay the same w‘itl:?in 3 years, or on or befy, thei
E Note - NCLT may, on application, allow further time. maturity date — whichever is earljer £
A
. " Where deposits mentioned in Section 74 are not repaid with intend to defraud, every officer responsible shall alsg be oo
p 447 without any limitation on the liability 3
. T
Only an ELIGIBLE company can accépt PUBLIC deposits |~ Conditions for accepting PUBLIZ
' Meaning of ELIGIBLE COMPANY | - All conditions laid down in Section 73
SINEN : | - Obtaining credit rating from a recogniseq
PUBLIC company | o rating agency » cogrsed onlf
T ‘ . | - In case of secured deposits, ch
e gl A PR T et created within 30 days g shal Iy
NW 2INR100crore| “or | Turnover 2INR 500 crore }
o YES
! : | Within Section OR |
[ Approval of shareholders | A
| . o | SR |
Resolution filed with Registrar I - I3
Who is liable Imprisonment, and . Fine If Tz
Compan m. Max. defaulted
P " * I crore; or 10 crore with the :
* Twice the amount of dheposit accepted, Itztem -
Ever officer In default | Upto 7 years INR 25 Takh el il T deceive, | | 1
2 crore also li
uls 441 §
Yi
le

Important Provisions of Rules

Deposit means any receipt of money, excluding = —————— 3
Institutions s
2 Government % couimell ments Other exclusions
. as per FEM, . cial papers, <
3 g h”f A 7. Subscription @ofsec’uiittﬁé o N’d'hl Wiaaid
4 PRI 8. Secured Bonds/ debenturzsa " Pg' oL | I chit fand
S Inter-corporate loans 10 years orCeP < | 12, Convertible note > X 25 lakh by
9. Listed NcD Start-up for 10 years
. 13. s
ersons 14, AIF/ MF/ VCF/ InviTs/ Reits
s /
IS. ézan +frlo’m ID/reqtors (also Relative of director in pyj In course of business
I, e ﬁec aration that pot given out of borrojp, rivate | 13, Non-interest bearing amount held in trust
b 110 employee < appya| sg)qy (non-i A 19. Trade advances < ainst
’7 anr? security deposit) Y (non-interest immovabl S 36S days; advance 49
- Loan trom promoter g5 per Bank’s stipulatiop Shaan

CA HARSH GUPTA ——
Acceptance of Deposits & &

; g——




m
# 36m

Non-eligible
compan

'

(

t

]

'

1

1

:

e !
! | SpecifledPyt |
, | companles® | | 3
:

1

'

f |

)

)

i
1)

l
[}
]

; compan
'| From “From |
' | Members Public ||

I

'
'
'
'
|
'
'

OtherPvt | ) ' :
companies | !
| IFSCPublic | e m Lo
company | - :
Others | _ . gmee

Bt e

Specified Pvt I Start-up for 10 years

companies are - 2. Which satisfies all the conditions —
a. Not an associate or subsidiary

b. Borrowings from banks, FI or Body corporate is less than

Twice of PSC }
INR S0 crore

¢. Not defaulted in repayment of such borrowings

whichever is lower

A company acceptmﬁ Disqualifications of Deposit Trustee

Zec’;’l_ﬁ deposi ?e;t;’; + | Following persons can’t be appointed as deposit trustee -
PP o Director, KMP or officer/ employee of CASH (Co., Associate, Holding, Subsidiary) or Related to

trustee by executing a

deposit trust deed at | them
least 7 days before | o  Indebted to CASH , o
issuing circular e Having material pecuniary relation with the company

e Give guarantee for debts secured by deposits

Trustee  can be ) - Duties of Deposit Trustee
removed only by | _  pscets on which charge is there is sufficient

| Unanimous  resolution | _ cixcylar shouldn’t contain any inconsistent information
of the directors | _ Company doesn’t commit any breach of covenant
present ot the | Reasonable steps for any breach of covenant by company
meeting - call meeting of deposit-holders as and when required
(with ot least I'|_  syperise creation of security
independent director | _  Take pecessary steps to enforce security
present) Note — Trustee shall call meeting when requisitioned by 2 10% of depositors by value or on happening

of any event affects the interest of depositors

Company may repay deposits on a pre-mature basis (only after 6 months) but the rate of interest on such deposits shall be
rea’ufed %y I% frapmythe,;ate which gompang would have paid had the deposits been accepted for that period

Every company (other than Government companj) shall on or before 30% June of every year, file with RoC, a return of deposits

or particulars of transactions not considered as deposit or both in form DPT-3

There s a penal rate of interest of 13% p.a. for overdue period in case on deposits remaining unpaid.

Acceptance of Deposits K

-



Charge means an T des mortgage
company as security & ¢ N i o Subseguent ¢
Need for Re jstration ¢ d acts as quide to | o Company shall be liable u/s 3¢ d
N ublic information and " s assets & _ The charge is however good against the copm
once registered, it bef,oy::;;p’:my has borrowed against g’%un ¢ is payable by the company. Pany

know as to no

Cover assets

how muc

from whom.
T V5 T _"//"/

] Floa

whic a ; X ]
fluctuating  type: 9 Cases when floating charge cr stallises -

rtained & definite
ascertai to liguidation

inventory :
heproperty S NOT | | o Company goesn )
TZ—WW respect to o Company ceases to carry on business

Creditors take steps to enforce their security

ropert
Charge 15 e~ | identifiable with
resp:ct to the property & VICE e charge | :
e The company may deal M| | o Happening of an

Company can feal With p

p deal with p
f: %ttg?ﬁei‘;:? e-holdersineres that has been chargea’.

G1ge ts of The charge |
created 01 property gheles puring ligdi da

erest OF lien

ting Charge

roperty

any way with the property

s7isequences of Non-1egistration of charge —

i< void as against the liguidator
tion, charge-holder assumes the status of 1
ecy,

jtor
credito harge-holder gets a better title

_ _ Floating
crystallisation = charge

event specified in the deed

7 comversion Ny Fixed

Chayge

Company to register charges created before
ber 2, 2013

Company to register charges created on or after Nove

2018

Novem . ]
- 60 an
1 1. Within 30 days of creation f!) qays d?,s - ;
2. For charges created before Co. (Amd) act, 2019 | ; P ) — B
ie. November 2, 2018 - within 300 days of P ! J a
creation by paying additional fees A— —— % » &
chatge 1 | within 30 days ] paylng ;

3. Else, within 6 months from commencement of it s ) adaiionstfees. | i I
Co. Chmd) #ct, 2019 by paying additional fees :
e

RoC shall issue a certificate of registration in Form CHG-2

Liguidator or any other creditor shall not take into account any unregistered charge

If company fails to register charge within 30 days, charge-holder may himself apply for registration of the charg
e

RoC shall give a 14 days’ notice to company before registering such charge

Charge-holder will be entitled to recover the fees paid for charge registration from company

a,
b,

The provisions of section 77 shall be applicable to

company acquiring propert, I :
maagficgtionqovc ar?ypch,;fgey subject to charge; and

Note - .
Note — change of base rate in case of fluctuating rate loans is not a modification

It shall be open to inspection by any
person on payment of fees

Company to intim,
ate RoC in
Form CHG 4 within 39 days of |

Lidhed L. Can be inti withi
sisfaction/ payment | e s

& X %
( onys of satisfaction/ payment
| Payment of additional fees |

|

| Rey
| gistrart j;
i of < 14 dg /'sssxgin sh:;/cause N
e char; L. | 0 noti ingi
| holder Ll R > RchnnFT,',:ZT intimation to
| | : G4 and signed
by charge-holder aped

—

| | Memorandum, L

s entereq jy, (::,S‘usf"cﬂon ] ‘\R——
register of ¢ o inform |
inform

v Cate o .
Sansf;mon of eh e of | Lompa,;y
Issued in oy arge is - +
e S ecord 3
— note i
that

__OMectin register

Registration of Charge

Note - If the fact of satisfaction of
payment is not intimated even
within 300 days, the delay could stil
be recorded after the getting the
delay condoned by 6. C6 has te
power to condone indefinite deloy
(section 27)




nay on receiving any evidence, may report the satisfaction notwithstanding | RoC shall Inform the affected parties

RoC may A
“timation is received from the
s company within 30 days

TFa person appoints a receiver or obtains any order for appointment of recelver, then | Any person so a ointed, ‘
T o o o & g S| g

to the company and RoC

5 company shall also keep a Register of charges The register shall be open to
inspection

Entries in the register shall be authenticated by a di
- person authorised by the Board Y a director or secretary or any | . Zyith ::tyanyyn;'an:;’e n:; p zz/:tz:
- l;y any person on payment’ of
ees

pany contravenes any provision of this Chapter Ainy person who wiltully Farnishes
any false or incorrect information

who is liable Imprisonment, or . Fine shall be liable uls 447
Min. Max.
NA INR | Takh INR 10 Takh
Tn default | Upto 6 months, or | INR 25,000 | INR I'Takh, or
both

¢€ on being satistied that i accidental, due 0
inadvertence or some other

| omission to give intimation to RoC about satisfaction of charge, or ve
2. omission or misstatement of any particulars with respect to any charge, sufficient cause
modification or satisfaction s ¢ may condone such delay

TR T



: Foreign Register

arity },dlder.%

; ised by AOA, a company mq,
ster of its secu 50|, If authorised by AOA,

, 2 ; jster outside India for
B n regl  members art of its reg
r——— <hall maintal « in case pumber 0 that country iy S vt
" fvery comp tail an INDE g ith RoC Form MGT-3 within 3¢
) Register shall also en made within 7 day £D OFFICE unless SR\ 0 il Mtrt £ the principal regi et B
g/ ha £R ’ art 0
* e in register S o od AT THE REGISZ, o Itisp f foreign register must be trg
o Ln ister shall be ma!irm',"m any o;hpr (/;laﬂ y o A c’g’plaowithm /5 days after entry iy,
! red X 8, e 0
. ﬁé‘f,ass;fi tg T“I/P;’If"hz mg(lfs"P::;)’?‘;: i‘ /10 members 1€s! i’ uthenticated by CS or person autho
ithin in Indla .
oy other place thorised ithin 20 days
any ¢S or person au 1 Al filings are done wi Y
. Authorised by T *  declaration is not made, any right jp y,
. ’0 £ those shares shall not be enforceable
— poins jon is not applicable in case of 4
Iv Appolts ,| . Zﬁs;/iosif’g legal title of the shares oy j
it R s
| s m 4 g/f
| [B!M"ﬁ@',{" e / e

| A | MEANING OF BENEFICIAL OWNERsfyp:
: X in r 2 7 E
J—— . e o | hare includes, diye
Files upcllf""ﬂ Beveficial interest in a s s
in MGTS indirectly, throagh an contrzf’t,a;;range ent
o | [ Flos docaraton otherwise, t’lﬁ’e ,’;gf’sto; o B ‘e
3 ; ‘other per '
In MGT-6 pf/thezgz ise any right attached to the shay,

_W recei ‘partici in dividend or gy -
- . —  receive or’participate in any o
. ;;étributidn in respect of such shares 1

eneficia Notice to identify SBO
> 10% of b ,
>d’inothe register of

SBO means an INDIVIDUAL holaing

| we notice i -4 to the )
| interest, but whose name is not entere | Company shall give notice in BEN-4 person wh
|

believes to be

s indivi company beli

I':ec’:se of persons ather than individuals, ompagy

| jon of | in Form BEN-I o having knowledge of SBO
Declaration 0 \C o have been SBO in last 3 years 4 information ol
SBO' 0| Company shall maintain in BEN-3 2. Concemed person shall give required information wit
A e 0 et byany |1 days Is to give, company may apply to NCLT withi

member | |3 where he fails to give, company »

Return oF SBO | Company shall filed /'négaEle R days

. NCLT may restrict the rights attached with shares b

2. Person aggrieved may apply to NCLT to relax or lift restrictig

within | year . _ ;

6. If no sugh application has beev filed, his shares shq
transferred to 1EPF

# company may close the register of sécuritg—hdlders for by giving previous notice of
Maximum 4S days Inayear |:> * atleast 7 days; or 1
Maximum Hdays [ Atang one time *  manner prescribed by SEBI for listed compa

Particulars of Annual return in MGT-7 Certification of Annual Return in MGT:
WWW Following companies negd to certify their "
ZZ;;C_I al ; buS/lZess, other securities return from €S in practice -
ils of  Holdiy . -
subsidiaries  Members, debenture | meetings of amper-| | | LSt companies, or
associates holders 5 changes | or class thereof Companles having
Promoters deciorance last year = PSC 2 INR 10 crore; or
"% directors, | Prescribed detaffs oF ["Penalty, punishmeri ~__Tumover 2 INR S0 crore
KMP & changes shares held by Fiis | ; .‘la punishment

mpose

Maﬁem‘@\m

ce;'tiﬁcatl'on of compliances g If the com any has website, the web-link 0

other matters prescribed Zi,tﬁ,’z Z ’Sf’ei (ﬁ be given in Board’s report, else

™ shall be given in MGT-9

Remuneratiop, 0
Total
com,

Irectors & KMp
remuneratio,

’ " in case of prjy
anies private

Signed by -
¢ director + ¢g (fno cs )

; then ¢s iy Y
* Ihcase of OPC) Small ' praCt/Ce) )

then by g y deEctoy)or start-up com pany

Filing of Annual Retum

Annual retury shal) be filed with RoC
days of AGM

;';) case no AGM is held - within 60 0

€ date on which AGM should have be

= Signed by ¢s (if p, cs,

" Omitteq -__

C\A\HARSH 1) A



registered office

members reside, if approved by SR

1t shall be open for inspection by
Member, debenture-holder, security-
holder, beneficial owner during businezs
hours (not less than 2

any other person

They are also entitled to take extracts without an
copy to be produced to them within 7 days for fe

Registers uls 88 and copies of annual return u/s 42 ghall bekeptat |

it may be kept at any other place in India where > /10t of total

T d of preservation
Reglster of members Permanently
Register of debenture or other | § years
— security-holder y
ou
any fees Annual retum g years
Forelgn register of members | Permanently
on payment of fees < Foreizn register of debenture | years
INR 80 per inspection or other security-holder

[ The registers, their indices and copies of annual returns, maintained uls 88 and 94, shall be prima facie evidence

Y fees or require a
es < INR 10/ page

. Duri;}g business hours (9 am. to 6
pm,

e At member’s request
| o Regulated by NCLT
| member quorum also possible

- o If continuing one

First AGM Subsequent AGM
L — o Not on.a National Holida
o within @ months from the end | o Within 6 months of the closure of Fy o At repistered office or ié{b;in C1v of
of FY . |'® Not moré than IS months shall elapse Registered office. '
; e Not ne;gssary to_t}gold AGM in | between 2 AGMs ‘ o AGM of.unlisted company at any
i year oF Incorporation o AGM to be held in each calendar year ' place in India with consent of ALL
| [RoC has no_ power to grant | RoC may, for special reason, grant extension ||~ Members
extension for first AGM by a period < 3 months, ‘e  AGM must be concluded in most
B [ % (;,it’iingent time limit

o the coimpany & every officer in default

(Bejoy Kr. Kamnani)

o At member’s request OR director’s request OR suo-
oo

'Regl;lq;ed by NCLT
! meyn’béizgguorum also possible

Further fine ilp to INR 5,000/ day

|
|
o |
|

100(1) 10002) N 190(3)
"By Board | By Board on | By requisition — R
1 requisition of .
| 2 10% of

| voting power

oS
. [ requisition:. |
4 with the

« .. company -/

21 clear days Exclude:

14 days for Sec. 8 Co.

Shorter notice by consent | -
of 2 95% of members

- Date of dispatch.
- Date of meeting o
43 hoursin case of POST

Notice to -
- Members; legal representative; assignee
- Directors & Debenture trustee
- Auditors (including secretarial auditor)

Ordinary business — Only these 4 business at

Explanatory Statement

Special business
- Interest of director,

5 . |- Restall businesses at AGM manager, KMP + their
Financial statement, divector’s & auditor's | = Al business at EGM i relgtlvesf .
report . _ - Other information &
Dividend Note - Explanatory statement + Full text of facts
Appointment of director in place of retiring resolution required only for special business | - 2 2% shareholding in
Appointment of auditor ‘ other company

Private Co Public Co o Proxy is NOT If quorum nat present in half an hon |
beror Members counted  for : i 1 J
2 {:’;’:”m;; kA personally quorum
;”ei?oziﬁg <1,000 s — i T
— epresentative EGM by requisitionis
present >1,000 but < 5,000 | 1S /{spcounted s
> 5,000 30 [
o Quorum  shall v
A . be present cancelled
cles may provide for LARGER quorum throughout

UPTA

Management & Administration




] ded for appointment o
S IF a poll is deman ’
e Ty YT ken forthwith
bers present choose Chairman on show of hands %ll be takel
Member:

o But it is subject to any provision in AOA

o e Deposit of Proxy form

; 1 Proxy can represent Proxy form must be deposited 43 hoyy, bef,,
i afbbdat bers, but having € ' the ryneet/ng
T mpm. 30 memoery ny cannot increase the limit of 4g )
* Proxy need not be a m’f}mmz share capital e Company

member (except in case
of Sec. 8 Co.)

e Proxy cannot vote on show
of hands

OA provid Yl e all or “Member need not used a
p ber will not be entitled to vole In case any ¢ 1A £ i

I A vides, mem p

other sum is not paid by him case of Po

A resolution is decided on show of hands, unless

- E-voting
o Poll is demanded, OR
Ints to Ponder -
Th Facilitles need to | Important P; to appoint a scrutinizer
Mandatory for ﬂ;’ iven via. |, Co. heeds 1 rnoancs oo date Mich st
& St by, o1 . gkemote e-voting 2. The €omPanydf,h? bz;'ore the 6M
. sverg com;;ao*;% . Voting at the maximum 7 day
avin 2 )

eeting 3. Remote e-voting shall start after cut-off date + kept gpey ‘
e " " minimum 3 days

4. It shall conclude at 5:00 P.M. one day before 6M

ing at both meetings will be counted and consolidated ye
5 X)C;Itllﬁ fnade by scrutinizer within 3 days

who has voted throygh remote e-voting, sh_all not e
. Szf:r':’ed from participating in GM, but can’t vote again

| : o Poll to be taken | o Poll ma
| Demand of poll by

be take
In case of any other | within 43 hours uSingbpa ’ig ape
In case of a company having share capital company o But to be taker;_ s;ean g lecire
7 o resent forthwith in case o .
* 2 1/10% of the total voting power, or | having & - Appointment Z,,,d,,'éﬁeﬁhe ontal
*  Paid up share capital of 2 INR S lakh or such > 1/16% of the total voting of Chairman f :
higher amount as may be prescribed  : ,;m-oer by po
s s M ® Scrutiniser sub
i his report within
days
[ 0PC and companies having < | f‘onda;‘te‘an'»?.of;speciﬁed businesses only e
1 200 members are exempt a4 conducted by
P T Place of registered office outside TV | B l Buy-back POST or
- o ELECTRONIC
A ’ OT - objects Clause . MEANS
= Objects of Prospectus Variation
N = S5D (Small shareholders Director,
- Sale of undertaking u/s 130
T D"
- e ———
% - A AOA uls 2(63
™ L L4s (Loan, Guarantee, Security) >
186(3) 4

®  Circulate any statement

On reqw; on I writing of members 0
/ST bers h lding = 0% oF votin ower, Co, hall 4
®  GiVe notice of any resolution to members (provided reg P' tion reeun 1

Sed representative 5 President o
Authorised representative of Body corpo:aatzvemo

as members and also have right to appoih

proxy 1

;

m‘ Votes casteg 'h Tavoyr > |
otes casted iy avour 2 T o et

3 times 5 votes casteg against

CA HARSH GupTA |
- %em 0 A




grgie members

{ ¥ monidy o
Wolding 2 1% voting
. pqp;(."l., or v
’ Sha'es o{ ’”k ’ ,akh ey \ 7 ey
special natice for | —

specified sections in :
i (140, 164); or ".""ﬁ..g,,,“ o
« As provided by AGA Ky

S —h
gesolution passed at Adjourned meeting, deemed ¢, be passed on that date only It does ok hoe @ retrospectie éffest -
[- — oo |
e
— el —
SR ‘ 5 BEufz 17403) Fesolution ogrend by ony Voluntory ’ z'g»m
Resalutions ogreed by BE lor oppointment, clos of members viich vinding g || n tor
ALL members, but renewal ete, of pmp requlred specified MGT-14 |
required SR mojority
SR uls 120(1)(a) £ (c) J “
|
Prepare minutes within Nature of
30 pdays of conclusion -'ﬁﬁ,_"[""t“ book Slgned by whom?
of meeting B::,t d"’g‘ ‘;, *  chalman of the said meeting o
s the chai :
g matfter may be | | Committee chalrman of tkg hext succeeding meeting;
excluded from minutes | [General o chaman of thesg
by Chainman if meeting o 38 dagsey " AR resperd | | Evry to comply |
- /_”9/3"0”? or * In the event of the death or Inability of that chalyman with Secretarial |
immaterial within that periog, by a director duly authorized by the Standard  op
Defamatory Board for the purpose; ~ General meeting
Detrimental  to ResaTaor— : and Board
company pziz el&t/on W . Zha/n;nay of the Board within the aforesald period of 30 meeting
ays o5
Postal Ballot *  Inthe event of there being no chairman of the Board or
v the death or inability of that chainman withiy that period,
by a director duly authorized by the Board for the purpose,
¢ May be inspected by member during business hodrs (not Jess than 2 hours) without any charge

Member also entitled to get copies Within 7 working days

Any document, record, return, minutes etc. under this chapter may be kept In electronic Fform

" Report on AGM by LTsted Public company

In torm MGT TS within 30 days

" How member’s resolution'Is passed?

s Communicated by member

*  Entered in minutes book

*  Signed & dated

*  Deemed to be passed on such date

How Board's resolytion Js passed in case of | director?
o Entered in minutes book
*  Signed & dated

*  Deemed to be passed on such date

Management & Administration




Ch HARSH

tion of company's eaming
dividend is distribution of company s
shareholders 3
As per Section
dividend

loration of dividend i on ordinory business
peclo

~Sources of dvidend

> dividend rate
¢ 3 years’ divi
; dend < average ‘?;ep,,ads decyared in any of 3 yearg) )
profits of current V””’) |1 Rateof d';'“;: WA if no divi prao-s ) ‘
ndi oe
profits of P”i:ez;(sam(‘) in pursuance of any (this (': drovon € 1o (PSC* :50 Jraen
Money P & pinst amov" .
guaramee ear losses are odjusted 3 Losses set-off 09 5 15% of PSC >
Note - Depreciation & _"V.’W: ¥ dividend salance of reserves = B ;
against profits before distributing . . other asd -c“ eparate bank o/c withy,
E qmee - . Jeposited in S ", ™
7 v ividend is dep y
~ ~ " interim Dividend : Amou;ﬁ :,f' d‘i’:,’a,azion ' cash (cash inclides chegue, wq
be declared out of surplus in P&L or out of day; ’0d s Pajab’e only in ¢ % and
e It con C ~y Dividend ) £ section 73 and 74
fits of current FY Jectronic Mo i1 if default © .
pro _ ent FY upto last quorter, : dividend can be P a/d’rf istribute dividend
e Incaseof Iossesddqzngdctnavemge of last 3 years’ | _,  No divi 7 company <o t di
rate of interim dividend < dividend _» Section

(35) dividend includes intenm

4

of dividend proposed by Bogy

e ~an reduce the raté d
eholders can e . f
-y »'t increase the same o debt and can t be revokeq
por. declared becom® ceptional circumstances g
D'sz om‘b. declared in vé;"! ":’;,,5 Jaid down in the cage
dend con be 0€ thi

~ this iter Dicta)
'a);’vplrovol of ;horeboldm(but s an Obiter PIc

vishinchand Chellavom /m"e -
of inadequate profits

: tof o
" —y It n[ ouf —
t~ Beclaration 0;5';"'{? - in co5E..

-

to

7 years

7 days
30 days i 4 //’__‘I
d o
l';_7 i
B AR b A
~zE e R
- ’ g ApIHES Mg
. = hen
If transferred, t
If not transferred within 90 days
me, address,
are statement (na
Pay In:erest RreR unpaid div. amount)
@ 12% p-a.

. s i f Co. + website
ils on website of
put :::pg:\::d by Govt-for this purpose

Utilisation of IEPE

THa PF
Composition ot IE . s B
7 v fund of unclaimed dividends, d epas
tion for IEPF - ) * Re Clain die Frl
o Grants & Dorlafe”e d from Unpaid:Dividend Account debenture;s, appl@at:on money und
. Am:u nftc” :,n anies Act, 1956 \ o Investors’ education & protection By
) f:er:st o: lﬁvestments made out of fund o Distribution of disqorged amount to identi
: > 7 u erson =
Amount disgorged ufs 38(q) per "
: Sale proceeSZs Zf fractional shares for 2 7 years 7 o ng_nbursgtment of legal expenses for d
o Redemption.amount of prefetence shares unpaid for 2 7 years - action suit
o Other incidental purpose
o _hpplication money due for refund unpaid for 2 7 years
o Matured deposits +
* Matured debentures Interest accrued
. : |
—  Where transfer deed is delivered for registration, and | o transfer the dividend
-

the transfer has not been registered

s
"the declared dividend is not
en

every director, if knouin

- liable to imprisopment up
minimum fine of INR l,

paid within 30 days
-—)

to 2
000/ g years and

company is liable to pay interest @ 139 pa.

9ly a party to defaylt |

to unpaid dividend account unless authorised il
transferor to pay dividend to the transferee

* keep in abeyance any offer of rights issue or bonus issue

\Safﬁ\ quards

Not paid due to operation of law

Lawtully adjusted against sums dye to company i
Directions of share,

ho’de)’ couldn’ i 3 /,u';}
communicated to hjp, ouldn’t be complied with + the s

gispute regarding right to receive dividend 1
ai

UPTA

%ﬂmeni Al N .

lure not dye ¢, fault of the company z
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wual basis * Double entry system + True &
Acc

fair view
ept ot the REGISTERED OFFICE

y p ] 1A - but

t any other place in IND

ciZ r};:t/‘lzipfoakoc in Form AOC-S within 7 days
ive notice to RoC

: «s related to Branch may be kept at such

foonih office + periodical returns shall be sent
ra ]

to regl‘sterea' office

sooks shall be FM unless a longer
period directe by ¢6

Director has right to inspect books during business hours
Director can also insp
Board

Inspection of information ot FOREIGN BRANCH

nspection rector

ect books of subsidiary after authorisation from

Branch to send quarterly returms to Re, istered offi j
can be inspected by directors g ¢ n incla shich

In case any other information is required

V' Director to furnish request (personally and NOT ¢
agent or legal representative) y hrough any

v Company will furnish the same within 15 days

L Books of A ‘c‘c’?u?is‘]

e

|

Physical )
.. Form .~

\

|

Electronic

("

7o be maintaived at the registered office; or
any other place within India as may be decided by the
Board and the same to be intimated to the Registrar of

passing such resolution

companies by filing AOC-S within 7 days from the date of

Shall remain accessible in India so as to be usable for
subsequent reference

The back up of such records maintained, including at o
place outside india, shall be kept in servers physically
located in Indja on a periodic basis

EST )

| - True & fair view
B/S + P&L + Notes to accounts + Changes

in equity + Cash Flow Statement

. EFFECTS

| cash flow not required for

| - Small company - 0PC

Note — If AS not followed: a’isclofe the DEyI&f 1ONS; REASONS and FINANCIAL

Requivements to prepare FST
- Follow 4S - As per Schedule Il

- Dormant company - Start-up

i

Every Holding company must also prepare CFS of Subsidiary + Associate + Jv
Exemption from preparing CFS if ALL of following conditions satisfied

i.. Company.is a subsidiary
~to not prepare CFS

The companyis an unlisted company
fii Its ultimate] intermediate holding company file cFs

thsolldatea' FST (CFS)

of another company + all other shareholders agree

Is a nelo regulatory

authority under
Companies Act, 2013

accounting

oIt had replaced NACAS (National stapdars

Advisory Committee for Accounting
Standards) which iwas made under
Companies Act, 1956

standards

Oversee
professionals

Re-opening/ Revision of accounts

Section 130 — Under Tribunal/ Court order Section 131 - Voluntary revision

3 On application made by the €6, Income-tox authorities, | 3 Volun?ary revision of financ/a/stafements/ t?oard report ’
SEBI, any other stotutory/ regulotory body or any person permitted forgng of the 3 precedmg financial years if they do
concerned, Tribunal moy pass order to the effect that: not comply with Section 129 or Section 134
- Accounts were prepared in o fraudulent manner or | o Approval of Tribunal required to be obtained
»  Company’s offairs were mismonaged costing a Tribunal will give notice to €6 and IT authorities and consider

doubt on reliability of financial statements their representation

3 Accounts can be re-opened for maximum Detailed reasons for revision to be disclosed in the board report
imimediately preceding 8 FYs, unless CG prescribed . , :
@ longer period for maintenance of accounts Revision can’t be done more than once in a year

3 Ifthe order is passed, the company need (o reopen Auditors and directors duties pursuant to vevision prescribed in
its books and recast its financial statements. the rules.

National Financial Reporting huthority Role of NFRA Constitution of NFRA

Making recommendations for

Monitoring  compliance  with

and

* Chairperson to be nominated by 6 + other
members < 1S
They will give a declaration of No conflict of
interest '
Head office will be at New Delhi

Accounts of NFRA to be audited by cAG

& auditing

regulate

€6 to prescribe AS, recommended by ICAl, in
consultation with NFRA

Ind-4S is followed by only the prescribed companies

Till NFRA is constituted, in consultation with

FST for accounting period

beginning from Companies notified

NACAS

April I, 201S Any company voluntarily

As of today, 2 set of standards are in force
AS  and - Ind-AS

Listed having NW 2 500 cr

April 1, 2016 Unlisted having N 2 500 cr 7

April I, 2017 Listed having N < 500 cr7

Unlisted having NW 2 250 cr

Accounts of Companies



Some Disclosures in Board Report

Director’s Responsibility Statement

ve - Summarised board report is prescribed for o J dsmall ¢,
[

KEY SNAPSHOT
Responsibilitigg .
' . company’s Bogyg,
bl g al spending on ;
Briein mentof D, Commitee can have 2 | é's";"by o Hianias: + ool
§ ] JE N - : '
a [fnovequire _ 5 oo o
i ! Report and op
Every financial year, at _ cong
’ least 2% of the average website iy
net profits made during the - :
3 preceding + Ensure mplemenaggy
financial years of CSR activifie

S as
the P()ﬁcy Per :
» Schedule VIl indicates

activities that can be * gi;eccxf; fepmt_ fo

undertaken by a company. p easons i
the specified amoun g
not spent

Applicable to all "émpanies that have either of the following in immediately preceding FY -
pplicable c
o Networth> INR 500 crore

o Tumover > INR 1000 crore

o Netprofit2 INR 5 crore

¥

= Sch edu[e Vil activities

N

Important CSR Rules
* Eradicating hunger, pove Net Prof/t shall NOT include
o Promoting Education - - profit from overseas branches
o Promo ing gender equallty, empowering women

1ty and contribution to Swach Bharat Kosh

- dividend received from other compani

o Ensuring enviroy mental sustainability, contribution to clean Ganga Fund India, which are covered ufs 135 ;
[“Protection of National Heritage 2. Company may undertake SR activity thg}

* Benefit of armed forces veterans, war widows section 8 company or registered t"md

. Promgg_in ral sports, Paralympic sports established by company or by Centiigy
Cpngr#ltion to PM National Relief Fund or pM ¢ ares Fund Govenrinent '

W [Note - contribution to Chief Minister Relief Fupg Is not eligible] | 3.

o Contribution to incubators or pyp);

CSR activity through any other section 8
* Rural development projects

or trust or society is allowed only if th{
track record of 3 years
® Slum areq development
* Disaster Management

4. Exclusions from csr activity .
. - Projects undertaken outside Ind;a ;
Note - Spending of csg funds for covid 19 Is eligible csp activity - zzicg rrg"l;eixc'ume benefit 0
Note - RE&D activity of . _ . .
2021-22  20-93 5 ei’;:?,’:! ch%ne "elted to Coid 19 fo py 2020-2), = Contribution to political parties

A HARSH GUpTA

T return’s web-link Commey, .
A ] oard meeting Annual re i g rt: on5s :
Approved by Board resolution AL L Dividend Il;edce amzo =
‘ en .
o Signed by if authorised by Board, else by e BT Ty etc,e:ts .
& rperson . eserve = fJW—.—-‘ZLa o R e 8
gh;_'m P:m () shall be MD)’sZ?ref“’y where ertnaterial The sta KL manggane
- CEO, CFO and company _%%%L Forimal annial evaliatlon | Fraza<
appointedy by | director | o
~  In case of OPC - by

Accounting polig; 3
< Teport Standards folloped BT
Manner of signing of Board s ¢ Aiﬁmt Zz records maintained IketasonaFe estimate—
ts nternal Financial g,
o Signed by y ised by Board, else by Safequarding of asse el ol 6::%”
g ey If;ultlhglﬁb) '%"d Frauas concern 9
I ) sha ) i
lzni'ariztto}:irg is one director, by such director

Accounts of copp i y

<



0

ynembers + debenture

0PC can file within 180 days
” from end of FY

capital 2

INR S crore, or
G Jes with tu

iii.

2z

2z

rt to be sont ! t least 21
Mnualkeﬁa - quthorised persons at lea o T
ystee + in : 9 share capital [ Approval by Mafortty Tn viamber oF
f/’,,ys before the meeting having 2 95% paid-yup capital 7o .
ymay send 14 doys before the | 25 not having share | Appraval by
59637:;93 company may capital V:t’;ng po !OZ ' embers hoving 2 of tota)
me!
SHligations of Listed compon
od not entire annual report but can Listed companles | or | Public companies
visted tc a;,zetmment containing sallent in AOC- - Net worth > INg ) crore, AND
;/:f,u’:oz ~34 (in case of Ind-AS, - Turnover > INR 10 crove
ny must place its annual report + 5
g ”‘f,‘;”f,f;a':’f:f Iyts ubsidiories on its website | FST Moy be sent
annu ¢ foreign subsidiaries, Listed Co. can | . Demat form: By e-moil registered with DeKoslzory;
In case ; of its subsidiary and need not host | b. Other than bemat form: To members who have positively consented in
keef/ aff eport of all the step-down subsidiaries writing for receiving by electronic mode; e,
afnnaudlt yot required, Listed Co. can host | © Other cases: hs per section 20 N
Lnaut/ited financials of forelgn subsidiary Y 4
e
FJle mithin 30 days of AGM - XBRL Rales 461 ekd
=2 | report + CFS The following companies shall file )
o Annua ;P of foreign their annual report in XBRL o
o Accoun i. Listed + their Indian "
subsidiaries not having subsidiaries, or
place of business in India | i, companies’ with paid  up

p TSR Lodit e
INR 100 crore, or Aopied - sdagted in A o7
_s To be filed in Form AOC-4 | Iv. Companles covered under Ind- . i ] - Wr’-“
and CFS in Form AOC-4 CFS. AS )" I
" & .
—> However, some COMPAnies | ey optiog - Bapking, Insurance)| “/™n3 dex Dithin 28 dogs of
yust file in XBRL format NB,.—ft:,,,d HFC 9 ’i of 4
e v
- & y. / [
Prescribed companies s W Who can be Interal auditor?
Public company | Private company
0/S deposits 2 2S5 crore, or - Chartered Aeeouneontion
Listed - T = — Cost Accountant; or
or | Pald-up capita 2 50 crore, or oth fessional ibed by Board (i
0/S borrowings > )00 crore, or > 100 crore, or * =% protessiona:. presen - N €
e 9 — croré % cror; Company Secretary can be Intemal auditor)
/ g 4
%
p
by o
3 /-/J -

Accounts of Companies



auditor til
| i AﬂM

i {
_— ‘{,’mlnfmn
|0

Botation ol
: (mdm" s

A pomtme_nt
a; Auditor in
| Govt Co.

is appoi evey
dit dlll_l/ quah‘fiea' to be appointed, s appomted by (44 for Y FY

col ent of FY
> Appointed within 130 days from:commencem

WWM

; ditor is onsig,
erience of audit
tons & e"(l’ ): or Boord in case they,
I/f" Uﬂ’/f/{al 'llﬂ’f AC ’ S
pollappo S0 ond | QL Comm!
a 4 .
roery /r;;‘/”l”,':g,j,“l/n‘y;n”t‘,:{ every 8" MM pe. iz mmdfa;j
’ ! (1 reco -
MMl con ) e b )
therealt?! 1 auditor ,h;’:lﬁaﬂf [ * auditorto |
" pnin/"””” g CERTI Boord TE
o ol “on | —— sagree
¥ z;’f" p”/,”;’;'h,";,pll”";"q rdl::” mpﬂnlps A t ’ aq’ﬂé‘ ‘
inin fipd U 1
ot o ’l/w”{;’,llf/;lmrmmnlf "’llnllﬂ Act dto
. r’””;’;:,, ol ¢ 05 P! ;;n/“ mn’érr;};n:n VVVVVV
in , n ombers L ,
. :’P’":Z; — w/:lt”o* velated 10 | | mem s doesn’t reconside,
» roc el ! reconsioe
N l/f'{r“,,m,)/’m/;(onllll dng B a‘a—,g records rm‘;‘:‘ o
pro jco Lo RoC regoras IF an’/ refers | its own recommendaty,, -
ny shal QN:;/:,:,;/” f{}!m ADT, fg!;ﬁ;;nb'em membeys .
’ (oml?"m ot of audito to me
,,r)"ﬁm” [—
e ,g—appO/ﬂt
I ot 4, polnt or 3 i
' Shayyfi://v/dlfal - I term of $ con;te.cut/y\fagsear
" - ' of S consecutive
g,,pﬁmhlp only on i . fim - 2 tems
_ e of S years
ed | 2. cooling-period Iso con’t be g,
sted Co. - %[ — e T INR IO || 2 j;‘;”t %,m with common partner als be “PPoinggy
T public Co. 3, |
« unlisted Pu s years " " 1
crore psc 2 INR S0 crore {t her If partner [ea"/gs f; joins another frrm, that Othey 5
» private 0.~ s + Public deposits | | 4, Fz;q also not be appointe .
. AnNRCoS-o’C ,3?: ; sther incoming auditor shall not be from the o, 4
2 s, Ul 2
firm - . E
6. Existing company has been given a transitig, Periog
" years ) ) ‘,
f4embers may resolve to provide rotation of audit pgyg,.
7. to appoint joint-auditor

i

<
N
4]

First Auditor
= | (other than
| Govt Co.)

in 30
Appointed by Board within 30
’ i days of registration -

in case of failure

First auditor holds office till conclusion of first AGM

Appointed by members withi, LT
EGM s of

["First Auditor
(6ovt. Co.)

vncancy

R
appointment
of Retiring
Auditor

Appointed by CAG | in  case  of
%‘th/‘n 60days | failure of CAG
from incorporation |——————

- Filled by CAG withiy 39 days,
= Else, by Board within hext 30 days

ot given hotice o
SR hot be passed
Note

ote - if ),
company

f his Unaillingpegs
appointing Some

First auditor holds office til] conclusion of first AGM

Such auditoy shall holgd

conclusion of pext AGM
Retiving audTtor ™4y be re-appolted a7 AGM, ]
' Not disguglifiey
| ]
L]

other auditor of <) :
° auditor s Appointed oy re-app g “pressely that he shall not be reqppo

. in  case  of 3
S?:h’;; ng ;g@’;zz failure of Board appoint withip g
> days at £gy

In any other co.
= Filled by Board withy,, 30 days
= In case of RESIGNATION, also approved in ¢4
Within 3 months

office till the

Ointed. s .
, the EXisting auditor ghq)) Continue to be the quditorof
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————
r"f —_—
——
e ———
Appot B e
Special notice ws 118 . N an s, her thar
- ¢ ' A retw
Prowe . NG S,
WG expres sty tha Tetnng .
= TG B0 S0
Copy sent to Exce Bl 10t b
T~ > >
Fuditos S Yere term ot 4 10 years
.

Dlete,

Representation

Som auditor
¥ ~ —
. Representation received on time M. )
"‘-Nhn..
s
n notice to members, state fact | PP . )
- SR
of representation Auditor may require representaton

to
Send a copy of represen 0 be read out at the meeting
- Send a copy of representatio .

— " ACOPy is aiso filed with Regueira,

NCLT satisfed thar these ngits
a2 abused by auditor

—_—_— Figp

epresentaton may ?Joji:t_\e‘

Power of NCLT
to change

auditor g

Satisfed that audtor acted

. Onlg a‘c—hodrud At—(;ml;’[:‘;!mdo oudit
Qualifications L:> * A firm mag alio do oudit, where mo{"ority of partners

practising in India are Cas, but only

portners are CA may s1gn on behalf of firm
T bisgalifications

Body corporate (other than (LP)

Officer or employee of co.

Partner or Employee of Officer or emplogee of the co.
Person, Relative or Partner

N

I Holding SECORITY or interest in

But relative may hold security in Co. of FACE VAUE < INR | lokh

Further, if holding exceeds INR I lakh, relative may take corrective action within 60 days
/. INDEBTED for >INR S Tokh

i, GUARANTEE or SECURITY > INR | Jakh

A

CASH or Co-
subsidiary

€. Person or Firm who has business relationship with — CASH, Co-subsidiary or Subsidiary of Associate Co.
Business relation means any transaction for commercial purpose, except —
*  Professional services

* Transactions entered in the ordinary course of business ot ALP
Person whose relative is a director or KMP of the company
Person who is in full time employment elsewhere

hot counted in the limit of 20 companies)
h. Person who is convicted by court for fraud & 10 years have not elapsed
i. Person has directly or indirectly rendered services of section 144 to Co./ Holding/ Subsidiary

Note - When a disgualification is invoked after appointment, it will result in casual vacancy

Partner of a firm if he is auditor of > 20 companies (OPC, Dormant, Small Co. £ Private Co. having PSC < INR 100 crore are

Remuneration of auditor is Fixed I In addition to fees, remuneration shall
> in general meeting, or

— in such manner as may be prescribed

Note - Board may fix remuneration for first auditor appointed by it

audit & facility extended to him
but does not include, remuneration paid for any
other services

fo

Audit and Auditors

= include expenses incurred in connection with

\\\

e

|
|




imes the boo ounts
aecess of all times the books of acc
acce.

Yy
IE— ' on as may be necessa
- Fgit ot ch other information & explanati —
, jtled to su — T
Auditor - Enti e
— venue afc =
R not charged to revenu to company
’T)Ut'ftj Persono xpe’;-;;i’,y secured & not prejudicial t P
regording Toon N

/ own as deposits
ngtries - Not sh

Tlotted for cash - cash actually received % iF ”‘P\Ot’ 25tion stoted s ¢
[ Shares aored forcaed |

IB ”e’;fyzfﬁs(szf gzt), NA to Investment or Banking Co.

v

Orre; ¢

Make audit report to members regarding True &/ﬂ;/r :zect;)um
o ‘tg"’”’t B Report shall take provisions of Act, AS and Shs into ot
= 5 n ’::se of qualification in audit report, shall state reas
>

. Report on

All Information
nches
 Prvipel L.Brinches | [ R —

Assertions ‘ 4
- J' $ ¢ - Directors disqualification s lé V4
Comment on - GQualification, adverse femay) on
Control AS functionality maintenance of accoynts 1
er P i &

prescribed [T

\sh“o‘ﬁlyd be a'oné )

CAG shall direct audtor the manner in which gudit

Auditor shall submit copy of his audit report t5 CAG, includ
from Chg . :

" comment upop oy supplement aydjt report
> CAG may cause test qudjy to be condy, ed

= Audit of branch shall
Company’s audjtor;

other person qualified to be gydjy
" In case of forejgy ; Co

Branch auditor shal) sep
Duties & powers of

NN BN
m
3
<
2 S
S
~
S
<
S
()

1CAI shall be applicable

$

For prescribeq companjes — auditor also peeqs to do the reporting of caro

e —
) Fraud reporting !
[Section 143(12) + pyp 13) !

A A S CUEETE——— T T
F olvi e, - i
raud l:w Ng amount ; ! Fraud Involving amount
———<INR1crore >
| L;_,,\;h\.-lmcm\.w__-.d
" 6 regon Boag . , Auditor 1o report CG ip following manner
Audit Commites within Company to disclose jn — ¥
2 days oa1d's tepot i Report to Boargy MtEoRTnEe? ]
= of L L»_,_\‘\‘vg&hﬁn 2 days
—— — T ee— |
" Nalwe of frayg L Natwre of frang wir ] i / withi |
i (it with | Seeking
, b U'Z“J-f iption; | ; descriplion; ‘m-_\‘,ng SP‘); e e
f‘fz 0:37 "“N * Approximate amount | DG
nountinvoived: | i nvolved, anqg MR R W X
. ?ﬂd - { |+ Parties Involved, i ! | Reply/ Observations received | | Reply/ observation NOT
aties invoveq femedial acion oy taken; | | Mithin stipyjateq time | | received within stipulatedtine |
* Remedial acgig, taken | TS B = TR il EENET R 2.9 . . !
- — —_— |
I o — Y
| Forwarg

9 —_—
‘ I Forward
| Teport + reply/ Obsefvallons + | ininn de
| Commenis 1o o Within 15 days | k i oh st}
of receipt of Su .

.

|

Ch teply/ il Wmcnh,afam“edn % r(e:%
S Ohseuvaljons & i 0
ote ~ Aboye isi j ron
Provisiops apply to cost auditor gpg Secretariqg) auditor g¢ wel)
Note — 4, Case of Contravept,, ]




N

|
|
|
! -

I a
139, 163, 149 or 145

|

er Following services, ditectly of Tndvectly, fo Co./ Holding/ Subsidiar,
' sidiary T

Investment Advisory Services )

Investment Banking Services Actuarial Services

person appo/‘nted as auditor shall sign auditor s?p&t’
qualifications, observations or comments which have

3 nall be open for inspection by any member any adverse effect o funztioning of company,

w  Auditor shall attend meeting
auditor) ¢

= Co. can exempt auditor from attending meeting

—Fnancial information system T
" Financial services outsourced Management services -
—Tnternal Audit — —t— R

Accounting g Book-keeping sersicos

himself or throughjﬁlﬁiiri‘sé?_réﬁ;s;htbm;(q'ualiﬁei

*  Auditor has right to be heard at meeting on any business which concerns him o5 gugi,
) itor

uditor contravenes section
Max. fine = INR  lakh or § times the remuneration, whichever is less

i auditor cqntravened Imprisonment = up to | year
yovisions  with  intent  to Min. fine = INR 50,000
e Max. fine = INR 25 lakh or 3 times the remuneration, whichever is Jess

imprisonment, only the partner(s)

Note - Auditor shall also be liable to refund remuneration to Co. & pay domages

Note - In case of firm, conceriied partner and firm shall be joi
) N ‘ [ ointly & several |j ‘
who'acted in fraudulent r{mnneyr shall Z;a”a/zge. ey

shall be read i gpy |

|

t0 be an |

if p,ovisions 0*: SeCtiP” 139 to R —
146 (both inclusive)  are Implications on Imprisonment, o 7Y 27 — J
contravened Co. NA ’5_77&; Mox,
Officer Tn default | Upto I gear m w‘é%a W ;
) vl 1
. — |
Min. fine = INR 25,000

" Applicability of Cost Audit

Companies (including Foreign | ["Basis during prééétﬁng Y Zeadl el sector
] T Non- i
co.) engaged in production of | "overall turnover SR 53 crore o Teguiated sectev |
specified "goods or. providing e 2 rore |
4

specified sewvices,  whose
OVERALL turnover is 2 INR 3§

2 INR 25 crore

[ 2 INR 35 crore

crore, shall maintain  cost
records

Nothing applies to Micro
small enterprise

Appointed by

fatutofy auditor can’t be appointed as cost auditor
ly cost accountant in practice can be appointed as cost auditor
He must comply with Cost accounting standards

Certificate from
auditor

Before such g
following detai
o Not disqualified under Companies Act or Cost Accountants Act
e He satisfies section 141

o Appointment is within limits

o List of proceedings related to professional misconduct

\

plpo/'ntment, auditor shall give his wiTtten consent & a CERTIFICATE containing the
Te -

Inform auditor + | -
Notice to C6 -

Co. shall inform cost auditor of appointment o
Co. shall file form CRA-2 with CG within earlier of the following limits

o 30 days of Board meeting in which appointed, or
o 130 days of commencement of FY

Tenure of Cost -
Auditor o

Cost auditor shall continue till expiry of earlier of the following

190 days from closure of FY
o Date of submission of his report

Removal of cost
aud

\

Removed by Board

itor - €6 shall be intimated in Form CRA-2

Filing of Casual
Vacancy =

CosE qudit report

to Board
Reportto Cg -

“Filled by Board within 30 days

\

\

Co.shall within 30 days of receipt, 1urnish a copy of the report to C6

Ch o ARSH GUPTA

Audit and Auditors

Co. shall inform C6 in Form CRA-2 within 30 days of appointment
Cost auditor shall submit his report to Board within 130 days from Closure of the FY

K




Remuneration ot
Cost auditor

Board shall appoint cost auditor on the

-

-

-

Companies required to Constitute Audit
Committee

Companies NOT requirea
Committee

recommendation of A.C.

The AC. shall also recommend  the
remuneration for cost auditor

Such remuneration as recommended by the
A.C. shall be considered and approved by
the board

Then this remuneration subseguently to be
ratified by the shareholders

> Board shall appoint the é:ost audiy

s The remuneration of s
be ratified by sharehollljzrsc '?J

Note — Penal provisions of section 147 will apply in this section as well.

CA HARSH GUPTA

Audit and Auditors




indemnifier Indemnified or
Indemnity Holder

[
contractofindemnity [ 7 o

who promises to indemnify/ save
party Joss caused to him by Party who is promised to
be saved fromloss

her Pa@ from
s,ﬂe coevducr of the protmisor himself, or
ductorany otherperson

py the con
//j ressentials 0 4 valid Contract must be present | 3. Indemnity by Promisor
: . ,2 AT onte 0 £ loss 4. Reason for loss — conduct of promisor or any ather person
= Express contract B 1
Implied contract (e.g. transferee is impliedly bound to indemnify

% into Contract of Indemnity —> -
| e transteror against futuré calls)

des of Entering

Indemnity-holderis dahtl .

authorised by e g 21,11 tf:vtey without ,

e ning any i

Indemnifier . . e i
directions from Indemnifier

|
_ |
|
|
|

e o=

Creditor

Surety
@

@
& w Guarantee to -
= Perform the promise ﬂ
3 = Discharge the liability
Person who gives the In case of default by - Person to whom
guarantee is given

guarantee
Principal Debtor

Person in respec
default guarantee is

////,J

t of whose
given
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Three Contracts
Creditor

Surety
SECONDARY CON TRACT
T
PRINCIPAL CONTRAC
TRACT whereby .
IMPLIED CON is under an B

obligation the
to inchem nify
surely, ¥ surety is made fo pay
| Principal Debtor

or perform ' o

sined by misrepres or concoalmes

T4 6'u6farife?b5tw‘nerfbf/ mlsreprem :
* o material fact is jinvali

e arE
o ) tract must be
AT sssenbials of a vahd com y is incompetent to

¢ aadead Jobto
centor Even if pring MI, ) 4 if a it S i
i:strar‘: the owarantee is vahd s The guarantee is rot volid “;1 a condition S’:.t';f:"d that
R . the ¢ 3 A person doe
f a kability enforceable at Jaw. (Guarantee co-surety must Joi =
stewce of @ i g o) . abilk
) fal:' rme bared debt is pot good) of surety is secondar Cprimary liability is

. ) Jabilit s llises on
5o 2o principal debtor is sufficient consideration. | 6. FL.r/'nC/P‘!’/’ debtor) & conditional (crystallis oult
et st cosideration 's o consideration principal dEN

Sufficient consideration

ing dome for Principal debtor Also, a sufficient consideration
Forbear to swe Not dvalid
::f-tt gﬁﬁ:gz clubbed with fresh consideration vali
Guarantee E
: Indemnity l : : {
| o rform promise or discharge &
Contract to pe pr T
1' Meaning I One party promises to make good the loss of other Ii:bility » th/‘fa' ersor, in coseiof bis defack
| | party
‘ | 3
, Number of r2 l
| parties | 3
["Namber of ‘l ] l -~
r s:'twe of Tiability _of indemnifier is primary and | Liability of surety is secondary and conditiona
liabilit independent ‘ . ‘
R ’ g Liability is already in existence but crystallises

Time of Tiability when principal debtor fails

4l_rabrl/tg/ of indemnifier arises only on happening
l ] of & contingency s '
Competency to | Both parties must be competent to contract If principal debtor is incompetent, quarantee is st
contract J valid
[ Co-extensive Unless there is a contract to the contrary, quantum of obligation of surety is the same as |
that of principal debtor
Surety’s liability Is Secondary + Conditional
Timing of liability ] No need to first sue principal debtor

A guarantee which extends to a series of transactions

Eg - & guarantees payment to B, a tea-dealer, to the amount of § 100, for any tea he may from time to time su to €8]
supplies C with tea to above the value of $ 100, and C pays B for it. Afterwards B suPpIies% with tea to the valuepff,'!{! 200. ¢ |
to pay. The guarantee given by A was a continuing guarantee, and he is accordingly liable to B to the extent of $100. ||

Liability of surety will cease -

*  On performance or discharge of all the transactions entered into

" Once guarantee is revoked, but only for future transactions

*  Onthe death of the surety, but only is respect of future transactions

BY REVOCATION OF THE CONTRACT OF GUARANTEE

Revocation ¢
Quarantee

The continuing guarantee may at any tim

‘ . e be re
transactions by notice to the creditors e

by the surety as to future

Revocation o continuin
§uarantee on surety’s degt),

the surety operates, in the absence of q ah

revocation of q continu/‘ng 9Quarantee, so far eaeract ¥ the contraih

i
as regards future transactions

A HARSH GUPTA
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Sum of < n rais S ban " A
without b Money, ; . B ed, o a
his consent, ang ;¢ A ;rsa gsdm allows g ¢, oo ':,'z’that he ?’SW
e

is sy, Mer to oy,
900d thi g PP by the epe

G

| —gscharged vhen

Sy ¢ mode with third

o to give time to principal
r

W
does not discharge surety

ance to sue

not dischorge the others

fease 0 one co-surety does

promises
. B omits to
rantee,

2 0 orMs it

that M make up the cah
5 e cas|

not liable to B or’: his gtcw

BY INVALIDATION OF CONTRALT

‘Jdb?ih'liif W by

concealment invalid

Guarantee on controct that

| co-surety joins

e v B

AT

arantee obioined
m Iszul«l

creditor shall not act on it wntl | WL aeties prersae bas jwoed in it as co-surety, the guarantee Is not valid If that other

I 1he PRINCIEATD IR0

 or ol . g atlon made
{ m" putnr st oncerning a material part of the transa"cltlone,
— i
! t . - »,".; T U
"EY | % Bo: deferk to collect money 0 account for some of his

" Upew pagement 37 delt o perfarmance of promise, Surety steps Into the shoes of the

means of misrepresen

| tecephe @od A o gomsequence calls upon him to furnish se

. " ‘ curity for his dul
! ( phe: bn: gt ltee For B'; accaunting. A dees not ac yalm (4 mlthy;'ic;‘rl::/l:gs'
1 conflwet B afEsiard: makes default. The quarantee is invalid,

Wheve & P¥swe yies & guarawtes upon a contract That the creditor shall ot act Gpon TF

PSR foez a7 o

. - —

crediioy

Rights of indemmity

o coniiact i seasanies, Dieve 13 an implied promise by principal debtor to Tndemnily |
sweety The 94;:; is entitled to recover whatever he has rightfully poid under the
guarantee, but no sums which hove been poid wiongfully

jextaﬂtm’d-evdaeofﬂvesecun‘ty

5 The benetit of every security which IE' creditor has o ainst the
:vvm ms ,bi?{t;: time when the amtlyatt of suretyship is entered into, whether the
surety knows of the existence of such security of not.

i the creditor loses, wthout the consent of the surety, the surety is discharged to the

o ot ety

s a comtract to contrar

SSV - ’»
loss), all co-sureties are equolly I _
;C sureties are Tn different sums aré g 2 20 pay equally s 1ar 4
[ Co- ho are bound W‘"“"""'I’H' / 2l 5 Far s the i its
of

their respective obligations pemit
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o 1/ one person to anothey f,, SOme purpgse d of according to directjny,,
s belivery "MO{; that the goods shal| Jy "etumed or otheyyse disposed o
» wtract, :
> ”"m”) 7;,:,:;1/:/7(;((‘ s accomplishe
y  whey

of th ba//w

Ex.mplo
Balloy

Bailee
w l‘.hall\nw\ Car for repaly %

-
st ropalr

~ Ballog WIll reaterey the car po: /

~ .

-~

-~
S m

Note - Parkip,

; 9 car at ¢
Note -

parking lot, jojtho, 7 keys is NoT bailment
Seiaure of 9oods by CUstom authorjtjes ) allment

Depositing Oaments iy |,

Play ring

OT bailment ise to hold jt 4 trustee of banje, .
919 cinemq Projector w?th %Z::Is l:lllt retaining the same under a promise to er
lid bailmepy

t givin

S alg,
Bank of Chittyy Ltd, v Nay,

Simh,l W
4. Dellvery For some Purpose

S, Return of disposal of goods

For Exclusive benefit of bailor
0-bailor feayeg 900ds i safa Custody Ofthe o ___
bailee fitfgye aiy Compensation to e paid

Gratuitoys Bailment ‘
-g-(0an of 5 baok 1 friend, deposding of
900ds for safe custody withoyt Charge

efe.

e —— |
|
!
= = i
nefit of bailor g, bailee Non - gratuitoys Bailment ‘
cf f " repaii, hire efe. Where bajjor Eg. Moto car let ot fy hire, cloth Jiven 1

vice angd bailee benefits byreceipt === fafloring for Charges alp

of agreeq Charges

1 Duty to s ose faults
in goods baileq

kepayrr:ent 0
necessarg Expenses

Indepmp;
AQainst je




“Comf ensation — for
unauiban’ced use
gallee not to ¥ mix qoods

gmtuitously

1 g - Alends a horse to B Tor his owopn riding onl, Y. B allows ¢
horse. C rides with care, but the hoyse accidentally Z//f’aﬁdm f’"f;.;, oF s Fapiy, 10 ride the|
compensation o A for the injury done to e horse * jured. g jq liahle 1, :;,[20
L o . ake
“Goods are [ £9 - A balls 100 hales 5 <otton marked gy 5
separable :\” ; 'i qn;t}i:l; ;?Ilt);iff tti;ohloo bhalles with oth%%f%?ﬁﬂ%ﬁ a‘r)i toB g Without
) e ave nis 100 haleg returned . 200ring g diff,,
expenses incurred iy the separation of the bales a;n?:i, B oltshff“l:d'd ar a”r.:;y:
i i SH———— B ! Tincidentq) 4,
Goods are not | Eq - A halls 4 barrel of Cape flaur woorr i age
. l o
separable mixes the flour with caamrypﬁow of 2/09” Z;;Nfoqshto E. B, without 47; Consent
compensate A for the loss of hjs flyg, " 90rth only i1je

er'ﬁ)ﬂs Tent

25 4 hayre) B must ’
* In case of gratuitous bailmen; the ballor mag dami e N ‘
fora speci? led time or purpose "1 may demand the goods back, even thougy e lent iy

rower for the amount

Bailor entitled to any
accretion to the goods

Eq - A leaves a cow jn T e custody of Bt be 1,
t[?e calf as well as the cow to p, 4 aken care of. The o has Ca, B Is bound t5 deliey

Duty to take reasonable
care

eep them jn o

| Duty to return goods

0ss [caused o |

If, bg the defau,
the bailor for any

900ds are not retumme

Right to deliver goods,
| in good faith, to bailor
witiwut title

at the pro er time, i H ‘
of the goods from that timep P » 1€ Is responsible £ |

| Right to lien

Bailee has right to exercise Tijs

right o ien”. This right o ien is a vight to retain e goods and | |
- . 7 |
exercisable where charges due jin respect of oods retained have not beey paid ! a
it Right  to recover [ The inder of go
expenses

|

voluntarily l'ncu%r :dSb y Z.IsmNO right to sue the owner For compensation for trouble an expense ]
*  to preserve the goods and |
* tofind out the owner; . :
but he may retain the goods against the owner until he receives such compensation

| Right to recover reward
|

Where the owner has offered a specitic reward for the retum of 900ds lost, the finder
°  may sue for such reward, and

*  may retain the goods until he receives it

Right to sell the goods

Particular Lien

' Where the owner can’t be Found after

reasonable search or if found, he refuses o pay the Taw
charges, the finder may sell it -

- if goods are of perishing nature; or
= lawful charges of finder = 2/34 value of goods

Where the bailee has, Tn accordance with the purpose of the bailment, rendered any service involing
the exercise of labour or skill in respect of the goods bailed, in the absence of a contract to the
contrary, he has a right to retain such goods until he receives due remuneration for the senvices he
has rendered in respect of them.

General Lien

Only Bankers, Factors, wharfingers, attormeys of 3 rggi; siwtthand policy brokers may retain as a

j ’ y ccount any goods bailed to them; ‘
glctuzsyoizref 3:;:3% gz’vzn;er?gf;ﬁg to retain,ya?s a security for such balance, goods bailed to them,
unless there is an express contract to the effect.

Bailment for specified
period

The ballment terminates as soon as the stipulated period expires

Bailment for specified
purpose

The bailment terminates as soon as the purpose is fulfilled

Inconsistent act

Tee does any act which Is inconsistent with the terms of bailment, the ballment may
IF the bailee does any
terminated by the bailor

y the bailor even before expiry of the specified period,

| Termination before
expiry of fixed period

terminate
tous bailment can be 1
gugrgzu;nust indemnify the bailee for any

y the leath of bailor or bailee

Joss in excess of the benefit derived by him

| Death of Bailor or
| Bailee

A gratuitous bal ment is terminate

|

CA UADCL 71)IDTA
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P i OF

v
| sECURITY for—

. Payment of a
«  Performance

debt, or
of a promise

Delivery as security 107 payment of a debt or perform, aics i

of a promise

Al 2ssentials of a valid contract must present.

2. Goods (immuovable property or money is not 9ood)
3. belivery Chctuwol or constructive) of possession

5. Retum of disposal of goods

|
i

or interest of the debt and necessgr |

{
]
1
I
|
|

j nt o
: The pawnee ymay retain goods not for the payme 7
Zight of Petolner e,,p;;ses i”curregd for preservation of goods pledged — ;
: 2 pirary, When the pawnee lenc t Zebir ||
K 9:;;::{ S’!lez:;/::nt g;)lz;stht:;;r:t/es oaf iﬁﬁtﬁﬁcdtgif /t:, .fhca‘;l be p"{’esumed that the right if retainer over p edged goods extengs | |
%bts even to subsequent advances j
or extraordinary expenses incurred by him for| §

The pawnee is entitled to receive from the pawn

th rvation of the goods pledged. ) i
- B(/etﬁ:&ts;is case, he cangnot retain the goods, if such expenses are not paid. He has only a right |
1

to sue the pavonor for extraordinary expenses. 1
TF pavnor defaults, the pawnee may either File a sait or may sell the goods pledged after giving

reasonable notice of sale to the pawnor
If Sale proceeds < amount due = pawnor is still liable to pay the balance
If Sale proceeds > amount due = pawnee shall pay over the surplus to pawnor

Fight to extraordinary | =
expenses

Zight  where  pasonor
makes a defoult

Pledge by person in
possession under
voidable contract

When the pawnor obtained possession of goods under a voidable contract, but the contract has not|
been rescinded, the pavnee acquires a good title if he acted in good faith and without notice of |

pavonor’s defect of title

|

To take reasonable care of the goods pledged
Not to make any unauthorized use of the goods pledged |
Not to mix the goods pledged with his own goods & |
Not to do any act in violation of the terms of the contract ]
To returm the goods pledged on receipt of his full dues
To return any accretion to the goods pledged

x
I
|
1

If pavonor makes a default, he may redeem the goods pledged at any time before actual sale

Defaulting fakmo/s
them |

right to redeem

Pledge wohere paonor
has only a limited
Interest

EZ - X delivers a suit to'Y, the tailor master, for making a suit and agrees to pay INR 2,000 as sewing |
charges. ¥ pledges the suit with 2 for INR 5,000. The pledge is valid to the extent of ¥’s interestin| §
the suit, i.e. INR 2,000. A can, therefore, recover the suit only on paying INR 2,000 to 2, the pledgee--l

— To compensate the pawnee for any extraordinary expenses incurred by him
~» To meet his obligation on stipulated date and comply with terms of the contract

Purpose Bad: It is a kind of bailment ’zf?:?:purpose Is securri Balment —
Joam o performance of mamict rity for a | Here goods can be delivered For any purpose
Pight of sale Pawnee may sell the goods on default by pawnor Bailee generally cannot sell the goods —§
Conslderation There Is always a consideration There may or may not be a consideration
::::7:’5;9 Z ;::rim;tma”d :: ::ey:r;nf, aotf Z:bt :r performance of promise Discharged when purpose is accomplished
- debt is repaid or P‘;Zm/tsz i’ft:e’:,fot::egomjs riess the ;’;ogci';’i‘gtggjnf:’dhz;ntt};fggﬁ:rIS boanmm
‘/

CA HARSH GUPTA
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Contract of Agency

Principail
-

w 2
Principat's obligation |

to pectarm contract |

S S

Agent Contract with third Third party
party on behalf of

ote - An agent can establish privity of contract between Principal and third party

Note - Rule of agency is based on the maxim “Quit facit per alium, facit per <e” ie. he who acts through an agent is acting

may | Any person who is of the age of majority & Is of sound mind cqrt:'appomt an agent
an

agent AT
Who may be an | Even a minor can be an agent. But a minor or a person of unsound mind, iF appointed as an agent, shall not ‘

agent be responsible to his principal

not necessary

Consideration No consideration s necessary to create an agency g 3 W
¥ e 5

Eg - A is residing in Delhi and he has a house in Kolkata. # appoints
B by a deed called the power of attorney, as a caretaker of his

He ho. house. Agency is created by express agreement
= Onjy,
Ya 3 :
A, ot ) ____»
Agency by 5_9 - # and tells M in the presence of N that he - Agency by implied | Agency by
Estoppel A) is N’s agent. N does not:contradict: this | ageement |  Ratification

statement and keeﬁs quiet. N is bound by this
transaction and he ‘will "be estopped” from
denying the existence of the agency, even though

such an agency in fact does not in fact exist 'M

Agency by Eq - Where an employer has:been accustomed to » Agency by Holding ouf
Hglding out pay for goods bought on his behalf by his _gcybyo—gt
employee from P, the employer may be liable for _
a purchase made in the customary manner, even - Agency by Necessity
though it is made, by the employee fraudulently —_—
after he has left. employment

Agency by
Necessity
(in case of
emergency)

. There should have been actual and definite commercial necessity for the agent to act promptly
It should be impossible to communicate with the principal within the time available
The alleged agent should act bona fide in the interests of the principal
The agent has exercised such reasonable care as a man of ordinary prudence would have exercised in
his own case

Eg - X consigns goods to Y at Delhi with directions to immediately send them to Panipat to 2; and Y, not
aile to communicate with X, finding the fruits are perishing rapidly, sells them at Delhi itself for best price
obtainable. This sale will bind the principal and agent cannot be held liable for exceeding his authority as in
present scenario there arises agency by necessity

4l L

Eg - A buys S bags of wheat on behalf of B. B did not appoint A as his agent. If B accepts It, the act is ratified and A becomes
his agent with retrospective effect

:‘éxp/ressed or Implied Eg - A, without authority, buys goods for B. Afterwards B sells them to C on his own account; Bs
conduct implies a ratification of the purchase made

Regujsite knowledge for | Eg - A has an authority from P to buy certain goods at the market rate. A buys at a higher rate,
valid ratification but P accepts the purchase. Aftenvards P comes to know that the goods purchased by 4 for P
belonged to A himself. The ratification is not binding on P.

Must not injure a third | Eg - A holds a lease from B, terminable on 3 months” notice. C, an unauthorized person, gives notice
person a?terminatian to A. The notice cannot be ratified by B, so as to be binding on A

Whole transaction must be ratified

Within reasonable time
The act done by pretended agent on behalf of alleged principal only can be ratified

The act must be within principal’s powers

Other conditions

i

.‘ CA HARSH GUPTA Indian Contract Act \«\
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incipal
ﬁ,’o} m principa ﬁ
o] 0
under the |
Joyed DY ond actd " have A" implied '
mpe doesn
a person @ ot &0 e
A sub 7%(1‘;2’1”:5 ' delegate ~ thus, o %9 P - Agent g
original o rther o 'sﬁ:jgﬁﬂt—
A dP’P%?,t;f;pnaim sub»] aﬂpr}'e 5 dpeiﬁaﬁpointed sub: i |
powe! “Exceptions 1 tbed fauthorfiy 9~ '
Sy s st Sub-agen
where P rincpol ¢ {;:’;)rlf:;h; 5””';,)0;! }fz”l%esn'? objec J Eg - <tock brokers
A [p(l as | b a‘qpnf b appo,nte 1
where princ about sub- 4 ol can
o cipal knows b age . :
Pn?’:'{"fs om of trade that $ T properly appointed sub-agent
s J— .
ey il S -agent t is liable
7;1 [{;’:'P of unforeseen emerq ﬁroPe" y appglnted sub /ag’ L— Aigen
| Paﬁi(u’éfs o - ,;ﬁna’,ﬁﬂﬂaﬁe -
¥ — soaards third parties ,,,,.,-/—r/l
| Who is Tiable tow el ) - ~
| dble oW I
% Zrtfor ;istgoof sub-agent P Ves - -
| princip i .
agent responsie 0 197" case of frau
< sub-agent respons! B T
| Is sub-ag . tm Wmﬂ wﬂful wyong
TS_MW
rincipa 2 principal, in v ;
oo Agfen;é:;cc; pti;fh the knowledge and consen -
| the business o1 & , T u n
| " inci 4l & substituted agent ’—’ f,,‘;;‘;"‘,‘:‘,’;g;;ﬂ:
i Eelatnsp e 24 vson to act for the |
i ent, holding an authority t(;' nama;n 230:3;%14@? ferson Soct dl';?gLy , | ‘
O e as na not 12
l ;)'?:;ipa’ e %he busme;s :gfegzebzgi)te:;yégent of the prmapal or such part 0 ‘ :;;’i.",'?;f;,",,‘,’;’:j, i @
| is not a sub-agent, ! ‘
‘;J:cst'nzgs:? the agency as IS entrusted to him - o
|
|

_—

" Termination of Agency

1

1

Agency Is terminated by ‘

Principal revoking his quthorlty

Agent renouncing business of agency

Business of agency.being completed '
Principal or agent dying or becoming of unsound mind
Principal being adjudged as insolvent

il

[ Termination of #gency
| Coupled with Interest

Eg - A consigns I,oob “bales of cotton To B, who has made advances to him on such cotton, and|
desires B to sell the cotton, and to repay himself, out of the price the amount of his own advances.
A cannot revoke this authority, nor is it terminated by his insanity or death.

‘ Revocation
| authority  has
| partly exercised

where
been

("Revocation ma

Eq - & authorizes B to buy 1,000 bales of cotton on account of A, and to pay for it out of A’s mone}qf
remaining in B’s hands. B bu

ys 1,000 bales of cotton in his own name, so as to make himse
personally liable for the price. & cannot revoke B’s authority so far as regards payment for the cotton

be

expressed or implied

Ee_ct or termination
against agent & third
persons

To conduct business o
agency - gs er
Principal’s directions

SKIT & Dilzene
required from Jence

agent

Repudiation 0
transactiop by Principal

<A HARSH gupr

Eg- A empowers B to let A’s house. Aftennards A lets Tt himselF. This is an implied revocation of
B’s authonity,

Tne termination of the aut ority of an agent does hot,
* s far as regards the agent, take effect before it bec
so far as regards third

An agent IS bound to conguct ti € business 0 1S P””CIPO
L) accord Y r
ng to the dlreCtlon glve” bg the p InCIPa', 0 )

in th irect:
i o T LA s 0 e oo i s o s
Else he will be liable for the loss gent conducts such business

An agent s ound t,
0 con ;
9 Persons engaged ji siV:/'clzf szil;sej:'sesjn‘;ests ghagen‘cy mtl has otice of Ing - Jenerally possess
i} ) 5 € principal has not, ; ]
£9 - A, an insurance. broker, empls Principal has notice of his want of skill
usual clayse, i

: ! ed by B ¢
; F e Clauss are inserted jp the po!{icy. yhe sf.

es nothing can be recovered from

omes known to him, or,
persons, before it becomes known to them

affect an insurance on 4 ship, omits to see that the
tllf Is aftenoards Jost. Iy consequence of the omission

e underwriters, 4 i bound to make good the loss t0

= any matey; ‘ “
z eZIin gas irfmtlh fact disclosed from him: or

€ dgent have peey, dlsadvantageo;s to him
Eg-a divects g to sel)

estatq which js A's estate, B, oy |

nknow

. 00king over the estate before selling it, finds g p: e
te dlSCpVey . W‘;’ito A. B informs 4 that he wishes to buy the estate for himse)s gzltnfozyc’eta 4
iohg & } 0w B to in i e of the existence o
tLSecov g that ”ethﬁ all buy, in ignoranc he exist f the

Bk " . ;i
sale ot hjs , tiozow ofthe mine at the time he bought the estate, may either . ePudiZ;.":Z‘r aAt’iO‘;";
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ol

ot deal on PIS 09"
account

[1

9 jved on
<ums recel’ ccount
printiP al's &

1
property

ion: O tion
indemnificatio

cipal’s llability
g%n ,;gent exceeds his
authonity

refain out of

Tight to Remuneration |

Ten o Principal’s.

| Eg - Where P g olnts A
to bq not thosep
and indemnification for such act

[ The agent Ts entj
remuneration as pel

A agent s entliled t5 rargly 7

due to him, The possessiop of

Acts are NOT separable Eg - A author]

Eg - N directs 57
tﬁe house fays h;,;hslé’z.‘?z’"[, to

Wiy & caitatr e BTl A , ano s 'l
A at the price he 9ave fo”;fa  dicoviing s et pim to sel 110

! el

i e Y on discovering that B has bought the house, compe
T SEEEHUT')AGMWN\ s the g o

T ecton 0,7’;;:,9,5 The a/genf 8o retali, oat oF ana 4 }h's’?pklﬁéﬂ”aﬁicwun[ of the principal in |

all moneys z)uzgfncy or the folloying P"W’z% - |

. 1

" ‘ PZn;;/::le In respect of adyances made |

such remunerq 5. |

|

L]
In respect of ey .
Hon ns L Pe!"Y Incurred by him In conducting such business
S may be payable to hiyy for acting os ogent
ed 5 Temtinarationgs parcori It e Ti entied % |
rcustam;imu”emﬂon as per contract. IF contrack Is silent, ne Is o |

a e e __’__________r.,___————r—f———_J
i i"”ds, properties and baoks For ani] remiuneration, commission etc.
sucn property should be however lasoful

as hIs agent and dlvects Tl to sell certain goods vhich In Fact tured out
to P and If third parties sue A for this act, Aq is entitled for reimbursement
done In good faith,

elonglng

i
Acts are Ple W-‘T—’—_’
Sparaoe £9 - 4, belng owmer of a ship and corg, authorizes B B procur an |

Insurance for INR 4,00,000 on the ship. & procures o policy for INR |
500,000 o the ship, and another for the like sum on the cargo. A is !
bound to ,pay the frem/um for the policy on the ship, but not the |
premium for the policy on the cargo. i
to bug 500 sheép For hinm. B buys 500 sheep and |
sum a% INR 6,00,p000. 4 may repudiate the whole |

utnorizes B
200 lambs for one
transaction

Consequences 0 notice
given to agent

—>
-
_)
—

Any notice given to or information obtained by the agent,

g;%‘dea' It is given or obtained i the course of the business transacted by him for the principal, '

as between the principal and third parties, |
have the same legal consequence as if it had been given to or obtained by the principal

Liability in case of
unnamed principal

Once it is disclosed by the

principal and the agent drops out of the transact: i fact that
he acted has not been namfd pistion despie the fa

agent that he is an a ent, the contract made by the agent binds the |
; tze principal for whom |

Liability in case of
undisclosed principal

If principal remains,undisclosed, agent is personally liable (can sue or be sued)

If third party comes todyow about principal before obtaining judgement against agent, he may
sue either principal or agent or both

Principal must allow the third party, benefits of all pagments made to the agent

If principal discloses himself before the completion of contract, third party may refuse to fulfil

the contract, if he can show that had he known about the principal, he wouldn’t have entered |
into the contract -~ ‘

o
0 iy gy

Mount of s gy

Liability of Pretended
Agent

ath,

Pretended agent is liable towards third party if his alleged principal doesn’t ratify the acts
In addition, he may be sued for fraud

Indian Contract Act
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process

S - w  Cheque
o Is of Exchange
= Promissory Nole * Bl
\ , BEARER
ORDER o
0
- Certaln person £l
-1 1T pay CERTAIN | order of certan | E/lug,
um of MONEV peﬁ'z"’?’
| Signed by - Beare CWrem_,,
| Writing aker Uncondtional PROMISE 0, i
o L I A
- in 1 No perso 2
Q i I certo ) can Issue
even If -
- ¢ ab’e' or ‘as soon
el g A ool el
marriage’ interest paya h
t |- Bills of exchange Payable 1,
Note - It must be cfled time or | * Pa /abg ;e BEARER 0n DEMAND (o1,
STAMPED as well i Pay after spe /nteca ] cheque)
conditi i ra
conditional on ha fgnin of certain exchange -3
event (death ﬂk
ﬁ ﬁ‘ ERTAIN r Certain person |
Pa - Ce i
" £R surr!r/ of MONEY | _ order of'pcerta/n person |
Signed by Unconditional ORD T oy |
| Writing maker
ED BANKER
—  Drawn on a SPECIFI il
o R ayable on Demand DRAWER ORAWEE =
| 1t is a Bill of Exchange | _, Always pay - -‘m prve-
It includes - [+ ety | i
£ : cortan
r Tng computer - Signedby drawr i : sum of monsy on
| Electronic Chequ drawn in electronic form by using |+ Payable always on I DEMAND
cheeque resource DEMAND P"Y EE
Truncated [ When a physical cheque Istruncated during the clearing

#

Note - Validity of cheque is 3 months
Note - NO need of STAMP

— b i,

- orderofq particd[ar person; or
= particular person o his order

Il On the basis of MATURITY

= ' NOMATURITY date s specified: or
- Expressly payable on demand

Specified maturity date for payment

Note
of gra

Maturity is calculateq ofter 3 days
grace

after sight

" Nodays of grace

Certain

Payable on specified 45
period after sjght
*  Certain period gftey sight

Certain period aftey happening of certain event

- Payable on o specifieg day
Payable op, stated num, er
> g o 4
. ! after date A Dat h
ate on whjc

Date oy which
ays + 3rd day

= Last endorsement is blank

h drawp +

Presented f,

Stated

Payable to hom e |
Order - Bearer
Payable to = Expressly payable to bearer; or
= aparticular person;

\—J
" Payable ‘At sight’ or %, presentment

number of days + 3" d"){

v sight + stated number ¢ j

i




—tror happering of a certain event

— T ——\
iote The Jay From which time begins to run is excluded |

—Bpgobe or <toted number of MONTHS T : I
3 T ofter dote , |
g | ZZ;Q on which drown + stoted number of months o I
ofter happening of a certain event ! ;a,;:ﬁ'::’ :J 255 Za’;;e”md for sight + stated number of "
i 20;5 ;2 ;mppenihg of event + stated number of montis k
—Note. Comesponding day of the relevant month 5§m St ——————— 4

Las s 23

Note: If there is ro corresponding day, the last day of such month shall be taken i

ettt J

Note - When date of matunity is a Public Holiday, maturity on Immediately preceding business day
Note - I» case of emergency holiday, maturity shall be deemed on next succeeding day

o the besis oF ORIGIN
5 promissory note. bl _oF exchange or cheque is an Example -

inond instrument if it is * A promissory note made in Kolkata and payable in Mumbar

drown or maooe o india AND o A bill drawn in Varanasi on a person resident in Jodnpur (although

it is stated to be payable in Singapore)

[

1 any person

Example —

A"; instument wh ,Ch /s . fﬂiijrea'p;),zizf’ltside India and made; piyable in or drawn upon any person resident in any country
swers, is deemed | e Bills drawn outside India and made payable in India, or drawn upon any person resident in mdia;

w be o foreign | o Bills drawn in India made payable outside India or drawon upon any resident outside India, but
instrument. not made payable in India are foreign bills. pen ang

| v RESIDU#RY classification
—  Can be construed either as P-Note or B/E
Example — B/E drawn by agent on his Principal or B/E drawn by one branch of bank on another

—  One person signs AND delivers a blank stamped Amount that can be recovered

in;;?m Pene l.  Holder - Amount intended to be paid
—  Giving prima facie authority to fill the amount | 3. py-pc - Entire amount provided covered by stamp

. e - . der —
Any person entitled in his ovn name Following persons are NOT ho

—  To possession of NI; and . Thief
—  To receive and recover the amount due thereon

A person restrained by court to receive the amount

tion need not be adeguate

Note — Consiaera

Any person who becomes holder Note .
pe ' ‘ Note — In case of demand instrument, he must have taken the
I.  For consideration instrument within a reasonable time

2. Before maturity

3. In good faith 7T exceeds amount mE o be paid), provided it is
__—————ptire amount (even

ment H-DC can recover
Inchoate Instru Covered by stamp

ither Party prima .
Right to sue prior parties | — A Holder can su€ elaf the party at his choice

_y H-DCcan sue any i j
~DC has same 1§ |
~ing title Trom H |
i A Holaer riving
Holder deriving title from - ]
- ration Zreates no 0 liqt/on tween pa
AR RS o Ider deriving title from him Halder

’ ] cotnsiran considemtion or HO
Wlhwt
Negotiable Instruments

A HARSH GUPTA —— R -

rily liable or his immediate endorser




ained it by fraud

tive of that any prior party obt
D¢ derives no title
drawee accepts it

a better title irrespeé
case of FORGERY, H-
~, D draws a B/E using a Fictitious name X’ and
It is payable to drawer’s order

_y  He endorsed it using the fictitious name X’ only '
o H-DC irrespective that D used a fictitious name

Now acceptor is liable t

Instrumbmmea by [ H-DCgets
anlawful means _y However, in

ance of B

Accept
in Fiftitious Name

Modes of Negotiation

Meaning
Transfening NI to any person to
make that person the Holder

Delivery

Endorsement + Delivery

— Teari! ting one-half
Note - Tearing & pOstPd when maker or Holder of NI SIGNS the same

of NI is not a valid negotiation

Blank or General Endorsement Name of endorsee is missing
Full or Special Endorsement Endorsement containing an order to pay to or to the order of a specified p
erson

Restrictive Endorsement Restricts the right of further negotiation
Partial Endorsement Transter to endorsee a part of the total amount only. This em
al;

. Endorser will not be Tiabi
Sans Recourse i.e. : e liable to endors
case of dishonour &€ or subsequent g ers
n

without remedy

Conditional Endorsement Continge Liability of endorser will
‘ gent i s depend upon happening oF e
Endorse R . 2
Facultative 1. expressly gives up some right Tike right o recer,
ceive ;

notice of dishonour

Negotiation Back

Negotiati j
’gouatlon Back with Sans ‘
ecourse Endorsement

P-Note = i
g | Negotiate o ’
_____ Cloe ___{‘!?925’_?!?_ |

Negotiate |

>

Negotiate

-

o)

E

ibe&c i
are dj
scharged Negotiate

- .
Only H-DC gets o bettey 17 E:D & C are liable 10 g

> Further g ho)y . € irespective of th
Nte - e 5y g:tml;’eng title from p-pe ), £ any prior party obtained it by £
a.panty to the fry. s Similar i y fraud
rau, 29

F H-
ORGERD ena’orsement
el

However, in case of

ingl -DC, un)
) Y mere knowledge P ess such holﬂer Is a PARTY to the fraud

Liabiljy N

e ity of b Note _ .

e BANkgp “AWEE of gz dishonoui?bility op g 1€ bill the 2791y Coripmgy,, ) ishovigar Eghen 0=l
Que fCHEQ Illty of dfak)earg hab/'/,'ty of acceptor)‘ But If;

r Wi .
will become primary

Y can’ ‘ .
can’t sue his banker in 45’

¢

A Harsy -

is pyj
Pr/Vnary_ Holde




| Presentment tor
y Acceptance of
BJE

M

Liability of MAKER of 1 NOHE @
ACCERTOR of Bt

Liability of ENDORSER

“Liability of prior parties to H-b¢
p-Note 'ﬁ !
NQ“@((’C

")
®

1

Negodate |

fe)

E withourihe consentof

Now, D Isnotllable

then liability i primny Lo d Hyer Holdor

v case of divhonom, an endmser s Habile 1o bl sbsegen! sptdvrsen, |f
o NEEdishonomed by panty primily Hablo '

o Notice ol dishonour hay boen glven Lo the endorier

o Lndorser mud nol have done sane ot o ondoramont

o Molder has not cancollod provious endorsoment s belorn the epdorye

tvery prior party If liable to 11-¢ untll 11 1 duly atfsflod

v M accoplor had the baowlodge that an
endorsoment 15 Torged; sl he'aecoptod Iy

y  thon he will continue Lo be liable

D, sirikes ot the
durseinenfof C and B

1

towards £

He endorsed it using the fict

D draws a B/E using a fictitious name ‘X’ and drawee accepts it
It is payable to drawer’s order

Now acceptor is liable to H-DC irmespective that D used a fictitious name

itious name X’ only

A NI made, accepted or en
transaction

Note - Where consideration is pa

Except when NI is endorsed to HOLDER [OR CONSIDERATION or every subsequent holder deriving title from him

Note - In accommodation bills, party for whose accommodation NI was made, if he has paid the amount thereof, cannot recover
the amount from any person who became a party for his accommodation

dorsed without consideration - creates ;;-o“oillgotl_();:'o?,;);y;rﬁeht'bet;o‘ee}l part/est;zt_he

rtiolly absent, the amount which a Holder can recover is proportionately reduced

acceptance within a reasonable time + during business hours on
business day (if no time or place is specified for occeptance)

A cheque Is always payable on demand, so there s no
need of acceptance

to Drawee for

e presented

IF so required by drawee, holder must allow 43 hours (exclusive of

public holidays) for acceptance

I drawee cannot be Found after reasonable search, the
bill is dishonoured for non-acceptance

"Presentment of
| P-Note payable
| after sight

P-Note payable AFTER SIGHT mu
day

st be presented to the maker within a reasonable time + during business hours on a business

8

[ Presentment for
4 Payment

— NI must be presented for payment by or on

behalf of Holder

— In case of default, the other parties thereto
are not liable thereon to such holder

Presentment of | Must be presented within a reasonable time
NI payable on

Demand

"When a. Where any party has engaged to pay notwithstanding non-presentment
Presentment is | b. Where after maturity, with knowledge that instrument has not been presented, the party makes the payment or part
NOT necessary payment

¢. If maker or drawee intention

ally prevents such presentment

" When interest is
specificall
" mentiore:

o Interest is calculated at specified rate
o From the date of instrument till the

payment thereof

Interest when no |4
rate is specified

Calculated @ 13% p.a.
o From the date at which the same ought to have
been presented till the payment thereo

—
|
|

CA HARSH GUPTA

Negotiable Instruments Act




) o CANCELS name of lease of party primarily ligh)
IScharge of the |, payment in due cowrse by |e h‘)hcr: ,r’f“fm'):/mnvﬂy s o Re parly p 7 Y liable
Instrument party ,uinmvﬂq liable the party | avaratitn ot e (o, e b |
: N ; eratio 9, a . i
o Negotiation back to party | & waterial alteration L 9 rred) |
primarily liable o Malerlal alteration 1
Discharge of One o Operation of law 3
o 1 parcies in respect of whom , e than 48 hou 1
sament i due course the party in respec o AMlowing mor rs of g o
o Pagment f” due cowse ; hlr‘s‘,l‘ (\V‘?\m takes place and all without consent of any party, d/SChargéftam“‘ z
o Cancellation aubsequont parties are party that[
o Release discharged o Not glving notice of dishonour '
*  Negotiation Back o Non presentment for acceptance ;
— e 11
) |}
prawer is not liable if bank fails, when 1
| ‘» Drawer has sufficient funds when he issued cheque t& o Qualified acceptance
when the cheque ought to be presented for paqun
s Holder fails to present cheque within reasonable time :
s Meamohile the bank fails & drawer suffers actual
damages - e Se & 00
“Qualified 7 An acceptance Is qualified when - Effect of Qualified Acceptance B =
Conditional I When PAYMENT is declared to be dependent
Acceptance ' the happening of an event -
| 2 ?fnunsmzt‘gl!es toimq PART OF THE SUM only I Holder objects to qualified If Holder_ IVes nis consent g,
3. When NO PLACE is specified; it undertakes acceptance qualified acceptance
the payment at a specified place only
4. When a PLACE of payment is specified; it ﬂ
undertakes the payment at some other place
o : dishonoured | Al prior parti :
ment at a TIME other BJE is deemed to be dishonoure prior parties, not consenting 1,
5 'ttp,:zd::t f)f,fﬁhtf"f ,‘fa ue by non-acceptance it, are discharged ;
Material An alteration is called material when it alters - Material Alterations authorised by the Act
Alteration - Character or operation (legal effect) of a NI
- Rights and liabilities of any party to the NI |o  Filling blanks of Inchoate instrument
" bate. Place.of P | Blank endorsement converted into Full
Eg - Change in Time, Date, Place of payment or .
?Eange in sgum payable, rate of interest 2 C"’“’”Q of uncrossed che.ques. ) . L
o Converting General crossing into Special or Not Negotiable or Alc| ‘;
Legal Effect of Material Alteration payee (but ot vice-versa) ‘ |
) i ) o Converting Bearer into Order instrument by deleting the word ‘Bearer’ |
- Any‘materml alteratl?n renders NI void o Alteration of clerical error |
- :ﬁ;ﬂ:ﬁ; :nnaykoi:; ;‘m‘;’ I:Itae m;ﬁ‘z zt’:z’eto atthe |s  Alteration done before NI is issued ‘
- does ot consent to it, unless authorised by the | ° Mak‘mg Quailfied /?ccep tance _— . \ ‘
act . Acc}/,a;gntal alterations, e.g. mutilation by washing, docament tom by
a child etc. ‘

Y
Non-Acceptance

| Dishonour by

Non-Payment

P-Note Maker
BlE Acceptor (Drawee, in cqs
Cheque - Bank
NOTICE o
Dishonour

B/E is not accepted within 43
hours

Draee is incompetent to
contract

reasonable seqrch

Y Non-pagment

Holder or any party liable thereto

To all the
wWants to g
Note or Ac

parties Whom the Ho
ue, except to
ceptor of the

ler
maker of p-

B/E
Contents of Notice

CA HARSH GUPTA

Negotiable Instrument Act

= Drawee is a fictitious person

= Drawee cannot be found after

it default 7s made by the Follow

e bill does not require acceptance) |

—> Drawee makes Qualified acceptance k
Holder does not consent to it

t
= Where there are 2 or more dmweeste(m
being partners) & the bill is not accep!

all of them

ng parties, in case of

o

Ts NOT necessal
e |
(1

) o ot
When any party has dispensed with ‘-"‘"’V;"f cardh
When party cannot be found after rea-‘:"”: s 0
When a party couldn’t give notice, Wit
fault

When Notice of Dist

—

}‘
I



% Protest for Better |

1 Efects of defaalt

" Noting means RECORDING the fact of
dishonour on the instrument or on g

paper attached
public

It is not mandatory
There is no need of crossing of chegques

“Party to whom notlce Is ot given fs |
discharged (except maker of P-Note
3]

Lo him is not necessary
or Acceptor of B

Protest ~ e

Issued by Notaory public

thereto by a Notary

|| security

When an acceptor of B/E, BEFORE
MATURITY, becomes /'nso/vent

Holder may ask

demand better security of the

acceptor

¥ It is mondatory to get FOZEIGN BJE
required by Img of the pluce where ﬂr

. 'k‘)henA d;au;ér Mc r:wrvrmanyed éayma»:, ;7(),‘,,'52

o When porty could not suffer domage or the want vt
notice (e.g. vhere holder con prove sthersise thas |
porty dlready knew oot disrorour live chegque |
dishonoured due to insutficiency of funds)

* Protest is o formal CERTIFICATE of dishonour "

otested
Y are drovon

on being refused
Notary Public to

Note — However, Holder vwill hove to voit £l
maturity to toke ony oction

Cause such facts to be | Note - Protest for better security enables
noted & certified the bill to be occepted for horour

—  The payment of the cheque can’t be received at the counter of the bank
—  The cheque must be presented through the banker of the Holder

Types of Crossing ‘ B
; Oldey ) ype / " Two Parallel transverse lines across the face of the chegue ———
?Ual,'?- leg N General ; _—
‘ led ,, * |
‘1 g ,IZL !
| a ) " Cheque must contain name of a Banker on the face I %"
r\ Special = Itis payable only to that banker | =
All i |
. Prioy Por ™ ¥ ] , e
1 I, or d,'“h:'“”fa " Cheque must be crossed generally or specially + contain the words ‘Not P~ ‘
- % . o b’ > 1 B . /'/ i
. Not Negotiable Negotiable , I 0 |
"Uthomedb thegg I *  Cheque is nevertheless negotiable, but transferor can’t transfer a better title g - «!
Ment ; , ‘1 ~
to Full 4/C Payee Chegue must be crossed generally or specially + contain the words ‘4/c Payee | e /»f'f/
Y Chegue doesn’t remain negotiable | = ‘
0 Special o Nt Ny, LBl oF -
Banker Cheque —
rument by deltng e W‘
o J
ed i :
* —
-, Kotak HDFC
Jation by wshi 407

(Paying Banker)

(Collecting Banker)

|
| |

g Y

Chegue payable to Order

Paying banker is protected even i any
ENDORSEMENT turned out to be forged

Protection to

Chegue crossed generally

When payment is made to any banker

Paying Banker

Chegue crossed specially

When payment is made to the specifie
ank

L

in case the title
defective

Liability of | "
Paying Banker

Pagm% banker shall be Tiable For any loss to true owner of the chegue in
case |

When DRAWER’S signature
is forged

Paying banker is NOT protected

Chegue crossed G
banker

Chegue crossed s
to the specified

CA HARSH GUPTA

bank
_—

enerally — Paying banker pays amount othenwise to a

pecially - Paying banker pays the amount othenwise

Negotiable Instruments Act

Protection to Collecting Banker

When banker received payment of a *
customer’s chegue in good faith

it shall not be liable to the true owner |
to the chegue proves ’



— [ HMAYrefuse
MUST refuse o
. T piont | P
arnishee Order § properly ~l
Refusq) 1, Stop Payment Soumor Al f funds avallable !
y | ovallable | |
anker Death, insolvency of
Customet:'shonow stale Cheque clsiamer pifferent sgnatures ted | When ch ,;Z" ey |
; Presente en chegue js er b, ot |
¢
eque "L"t‘” fally altered Undated cheque at different | of doubtful hour, " "Hy, |
post-dated cheque chegue branch validity
De;‘”te Cthye caeierthe Irregular endorsement
Loss of Cheque party ]
BOUNCING or DISHONOUR of Chegue .
' or
; wt upto 2 years; o -
Nature of :’Tpmonme upto 2 times the amount of cheque; or
iabili ine
Liability Both Note — Offence under this Act are compouny,. |
. " ‘
1. Cheque must De issued to discharge any LEGALLY ENFORCEABLE DEBT (e.g. Gifts not covered) w
2. Chegue dishonoured due to INSUFFICIENCY OF FUNDS
5&'1%}5 for 3. Chegue must be PRESENTED WITHIN VALIDITY period (i.e. 3 me?nths‘) . i ' ;
liability on 4. Holder must give a NOTICE within 30 days of the‘e rece{pt of intimation from the, ank regarding dishonoyy 3
?’;‘1"73‘;') S, Drawer FAILED TO PAY within 1S days of the said notice
6. Holder must FILE COMPLAINT with the court within next | month » |
—  When offence is committed b compan)l(, every person who is in charge of and responsible for the condyct of busipgg, 1
the company shall be deemezy to be guilty ofv
Offence by —  When it is proved that offence is committed with the consent of the director, manager or secretary or othey officer, g,
Companies person shall be punished accordingly ) Such ;
Note — Here company means Body corporate & includes a firm or other association of individuals f
Sec. 143A Power to Direct INTERIM Compensation \
Sec. 143 Power of APPLELLATE TRIBUNAL }
Chegue Dishonoured I
|
COMPLAINANT Case filed ufs 138 \'
> |
(Holder/ Payee) 6 —> Drawer of Chegye
Court trying offence may order drawer to pay Interim compensation of < 20% of amount of cheque

brawer shall pay within 60 days or within such further period < 30 days as directed by Court on sufficient ca

use shown by drawer

Drawer is found quilty

Drawer is liable to pay fine:or compensation (interim compensation

Wi

o i fFy,
thin 60 days of order + furthey 30 days if allowed oneg T

sufficient cause

is adjusted against this Braver is Acquitted -
i F
Court shall direct complaj ' } e
. ; _ Plainant to repay interim compensation with
'ec::,t:' Appellate Appeal NOT Fleq Interest ot bank rate specified by RBI, prevailing ati “
|

Fine/ Compensatiop paid

i | Immo

PPE' ate COUlt may Oldel appe’ 17} t h k)h h 2 20% 7; f/y)a
la tto de 0SIt Suc um /] IS 2 o0
pos S Cl
2

0

Vopel
P S chrr;pe sation a I{ Tri
is is in ad 'l!/ | I n "ir/J) Wa ded by na’ Court

| [
Mony
—

Moy,
S ——

N\A R <//"! Pers,




.\ !
1%;&_‘ g
"'r”;lh,;“",,. ll( e i
A O 1" March 1097 ) ;
Y . T Lo faenoral defintions |
| 4 -~ a { applicable o all Cantral |
{ |
: GCA 1868 . ] ! Acts & Regalation: |
L= - J consolidated z ““”} {o provide !
+ | R v Regulations thaf emeryges g '
T » } I i with the provisions of
| i_ GCA'1837 ‘ Object h Central Acls or f”-’;’!id’f’»""'vr ; \’
r.' L |
th i
" N “, = Shorten the language of Central Acts !
\ |
‘*\(f», = Provide uniformity of expressions in Central Acts
» |
h 4 : |
9 i fon depends test of the
"'&h(,,w b7 |5 Notenitorial extent clause Szartpii :,Z fz;?ﬂs::t/on;qependf r/pom
| emtoriol > Its application is based on other P :
| qurisdiction Central Acts Scope of each Note - GCA does not apply to State lows
s gection Note - As per’ﬁrticle 367, GCA can also be used for
e i interpretation of the Constitution
dy,
t

— Includes a series of acts

f, — extend to illegal omissions.
| At —L
| affidavit! 00thl | 1 ludes affinmation and declaration and in the case of persons by law allowed to affirm or declare instead of siearing
| swear 1
~
This is the first element. its usage with the word “any” shows that the
B ~~—— . definition of document is comprehensive.
b Document g This is the second element on which the matter finds a permanent form
e of g, T a :
f ; This represents third element by which such permanent for:
—— | and those can be lefters, any figures, marks, symbols which |
BN to communicate between two persons, {
e ! - - |
This last element must be certain mutual or mechanica i
on the substance. It must be by writing, expression or description. |
¢ shown by & v D A 1
| Father where personal law permits include Adoptive father | Son where personal law permits include Adoptive son
ns th r ) e fi : s
|| Financial Year 7;;’” s the & gL conm Neig o the Fifst dag of Year Means a year reckoned according to British Calendar
A Good faith for Contract Act - Maung Aung Pu vs. Maung si Maung
| Good Faith =0 thing done honestly
- whether it is done negligently or not Nothing is said to be done in good faith which is done without due care
T and attention as is expected with a man of ordinary prudence
war
|| Government Includes both Central & State Government
i compertis? Shall include
ot 1"
g o s . Land
oned o1 ;

gt Y

o
e
s

_ | lmmovable

| Properties

{ Benefits to arise out of land
(e, Right to collect future rents; right to extract minerals; Right of
arrears of rent is not immovable because this benefit has alre

3. Things attached to earth

£.9. - Buildings, installation or erection of turbo alternator on

But standing timber, ?mw/‘ng crops or grass though routed in
Property by Transfer of Property Act, 1382)

9. Anything fastened to anything attached to earth

Way to access are immovable properties but right to
ady arisen)

platform is immovable property)
earth, have been excluded from the definition of immovable

— |
lmpnsanw\— It means imprisonment of either description (Rigorous or Simple) as defined in Indian Penal Code
ML Means a month reckoned according to the British Calendar
M —
- ﬂ"ﬂf M Property of every description except immovable property
Paricy Includes
— company —> association  —» body of individuals, whether incorporated or not
¢ REREE o
‘ A HARSH GUPT A General Clauses Act, 1397 ,&
/

|



\

 mentione es into
dlar date is mentioned, an Act com

-y Act comes into force jm

medjately o, XDy e
; P/Vat/oy,
ding its commencement of g
N STrcs less a partic ich it receives the assent of the preceding iy
Coming into force | UH'eSSOI:he dag on which it receives
fon Al forcq i on - Navrangpura am
%smmw 5) President - Repeal vs. Delet] Rty e Dharing o .
B peal shall NOT ) = |
Effect oﬁ)epeal cheslvs,-ve anything not m‘forc;th Act repealed ‘Repeal’ ordinarlly br/ngg about complete "b"teratfo
(Section 6 Affect previous oPerat’lon oob};;at!'f)” or liability accrued provision as if it neverfem;'ted, t;?etrejt afecﬁ 9al; ’éoohf the
ight, privilege d all causes of action relate 0 the Yepe,. ! erey
L e ieg act ! neuned | "ghES a‘n’ lon’ ordinarily takes efpecs frocaled Proyig,
under the repeal . unishment incurred | e golotion 1 M the o
v Mfect any penaigq, forfeiture or p legislature affecting the “said deletiop, never ¢y frote 4
Wil i legal proceeding or remedy | effecting or wiping out of the Provision as jf j Nevey eXiste‘tjotal
N N N a
= Affect any investigation, leg
different Tntention appears, the repeal will not g ect the amep et g
Tof I any Amendment Act Is repealed, then unless a . ”
Repeal o ;
Amendment | by that act. . D) Act, 2015;
Acts ) Eq - If Parliament repeals Companies (Amendment)
(Section 6A sustain

Repealed Acts
(Section 7)
Reference to
repealed
enactments
(Section 8)

Commencement
& Termination of
Time
(section 9)

Computation of
e

ime
(Section 10)

Measurement of

Istance
(Section 11)

Duty to be taken
pro-ratq
Csection 12)

Gender & Number
(Section 13)

IFin any

the amendments done by it in Companies #ct, 20)3

Sha

to state that purpose
1t shall be necessary for the purpose of reviving any enactment, EXPRESSELY ’ purp

A

Loy

given; i

I any series o .
first day in the series

next

|

Power exercisq
from time to
time

Csection 14)

m‘

or dismiss
(section 16)

| Successors ———

(section 18)

— |

Where any powey

i
may be exercised

Power of g
to suspep

For jin icating the
successors of g
perpetual successiop,

express their relatiop ¢ th
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It s sufficient ¢

€ corporation

ed on the Tast day of the

then act shall be considered to be do, e if

day on which the court js open

Vit 4 o 0s
Pya [ c C:
1 to any repealed act (say/;ec. 187
f Depositories act, 1996] reference a 4 2y S
t w?ﬁtﬁ:vynj;ibﬂyobe re’;d construed as reference to provision so re e;na;ted (/e Sec. 89 of ¢

Ompanjes Act a5
ompanies Act, 2013)

p

"From™ then the

Power to

| OFfice chiers—
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Subordingtes
Section 19)

; 9 any law, pojer to appoint ap, i
appoint ex- ’ § Y person is con erreq,
OP icio 21;;‘28appomtment may be madi either by name o by virtue of
(Section 15) ,
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| Substrtazon—|
04; stitution Iﬁeaﬁn{t?oni’i toanv:r ’ per;tonhsl b«;r the time eing executing
functionaries official it €, it shal] pe g, icient to mention the
(Section 17) 1tle of the officer at
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in the series 'i's:-INCLUDEjD

mﬁmmw—h—
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Power to
amend,
rescind

tification, order,
Jaw sholl have

" bords uUse n an,

y no
| ccherne, rule, form or bye

ction Ot
ing as in the Act

Power to ISSVE notifications, ry
power to ADD, AMEND, VARY or RESc ey

eic ctive meanin
o 20) the some 1E5pS ¥ (section 21)
= Jos may be made at any time after Previous
TR Febicatin
beror comert = But they will only be effective after (section 23)
commen the COMMENCEMENT of the Act
oF or
= 7 ” Act is repealed and re
— iGN O «  Whpere any -
Cacamet enocted

ifications, €t ) .
NoS s ANy notification, order, scheme, rule

etz issued under the repealed act shall
continue in force

(section 24

Where a power to make rules or
publication is given then -

Publish a dmi,t i B
Publication shall be done in such man
deems to be sufficient il

1

2

3. Spec:lf!q a date on or after which draft will be taken into
leration

4

s.

thority

consi
Consider any objections or suggestions which may be
received

Rule or bye laws made after previous publication shall be
conclusive

Section 63 to 70 of Indian Penal Code +
provisions of Code of Criminal Procedure
<hall apply

zecovery oF FInes
(section 25)

acts
(section 26)

e under either or any of those acts

Oftender sha ia
shall not be punished twice for the same offence

75| Where any document needs to be SERVED by POST, the

ok service shall deemed to be effective by

e If a notice needs to be served by ‘Registered post

(section 27 ! acknowledgement due’; mere ‘registered post’ will not be
= Properly addressing sufficient
= Pre-paying United Commercial Bank vs. Bhim Sain Makhija
| = Pposting by registered post
' 924 7% po e  Endorsement of refusal is deemed service of notice
| Letter containing the document would be effected to be Jagdish Singhv vs. Natthu Singh
| delivered in the ordinary course of post

~Zizton oF | = In _any Act, ony other enactment moy be cited by | IF section 63 to 70 of iPC /s mentioned in section 25 of GCA then

Enactments ! reference to the title, or short title or by number and both section 63 as well as 70 are also included

(section 22) " yeors
| = Any provision may be cited by reference to section or
| sup-section
!

Saving for Provision of GCA shall not affect the | Application to | The word Central Act’, except Tn section S and the word “Act” in

previous repecled | construction of any previous encctment | Ordinances

enoctments | although it may be amended by on Act | (section 30)

(section 29) | commenced after GCA ‘

clauses 9, 13, 25, 40, 43, S3, 54 of section 3 and in section 25
shall be deemed to include Ordinances
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» rJ-/mVI and purpose of the Act

|

sCop [y
: efines the SCOf of Act
Preambie G s ambiquity In understanding any mesmn d
s Whenever there ',‘ e m aid to interpretation of the Act
‘ i nccepted as an al ) :
preamble Is accel i - ride the /"”/“ provision of the Act
Dronmble does Not (
evel the Preamble ( = —
> Howeve, vod in section 2 of the Act but can be mentioned in any
y ’ | in sect
e ally mentione
pefinitlons » Usu
other Act as el Acts miaht also be used
s sometimes deifinitions of other Acts mig
R ., exhaustive definition
Means and] or Me;m; o inclusive definition
inludes l,:c , ijd includes > exchaustive deflnition
eans
e —— o mandatory
Sy ﬁ:z’ - not mandatory
Statwe |y Written will of the legislature .
- Generally means laws and requlations
Document S
—{Bocument comprise of FOUR efements
; I —— . N "‘*‘_'f"’?”,‘:“'ff;‘" |
3 This is the first element. Its usage with the word any” shows that the {
% definition of document is comprehensive. i
e — - S—
= = - T S s : T
-DM] I This is the second element on which the matter finds a permanent form.
7/;h/'s represents third element by which such permanent form is acquired
and those can be letters, any figures, marks, symbols which can be used
to communicate between two persons, |
This last element mu;be certain mutual or mechanical device employed
on the substance. It must be by writing, expressjon or description.
Section 2(14) of the Indian Stamp Act,” " Tnstrument includes every document by which any right or Tiability is or
Instrument 1899 purports to be created, transferred, extended, extinguished or recorded
Deed Deed’ as an instrument in writing purporting to effect some legal disposition, Example -

Sale deed.

@n actual rule of lay
the judge to place 4

When its purpose is to dj
pretation of the statute

and ‘true meaning of the

Authentic
: When rule of
interpretation is
derived from the
| legistator himselt
\: Example

‘f,»/mmltl.wu:t Act

Usual
When it comes

from some othey
Source such as

custom or case law

ijg:-mp!g -
| Doctrine of Indoor
Management

o —

|
= ———— v

Logical |
When the court goes |
beyond the words

Grammaticaj
When the court applies
only the ordinary ‘rules
of speech’ for finding
out the meaning of the
| Words used in the

Statute

|
1
|
|
1

e in sorne other

|
|
|
|
|

|
|
L

Exceptions to I. Where letter of Taw js ogically defective
jcal
ﬁ”t‘;’;’; ’,’; ‘;thc/'on 2. Ifthe text leads to an unreasonaple result that jt js e)y-

evident that the legislature could not mean what it says
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of the law. It does not look beyond the literal sense). The duty of the Court is fo ascertain
the intention of the legislature and seek for that intent in eve,

»\ Literal - The literal interpretation is that which regards conclusively the verbal expression
\ all in the words and the language employed,

1y legitimate way, but first of

Functional - It departs from the letter of the law and seeks elsewhere for some other and
. more satisfactory evidence of the true intention of the legislature. In other words, it is
necessary to determine the relative claims of the letters and the spirit of the enacted law

Interpretation vs. Construction

———_Going by the literal meaning = Interpretation
@d the spirit of the provision i.e. constructing | _ Construction

the meaning

Cardinal Rule Words used in ar sense
R” . .
Construction «  Words should be understood in their natural and

L ‘ In matters regarding the T _[ Words are presumed to be use,
grammatical meaning - general public in their popular szrse

; = Interpretation as per rules of grammar
‘ = Choice between narrower and wider meaning — adopt

Words are presumed to be use

In dealing with partic‘ulbr with their particular meaning in

i business or transaction which tney are uszd in tre
a wider one ¥ particular business
4 key pointers I, Natural & Grammatical Meaning
, Law should be first understood in their ordinary, natural and
~__ id popular sense. If there is any absurdity, then only the
.’mt’n[éy\\ — N s / - grammatical sense must be modified
/,"4‘ ‘m,,"l_f, N | | K7 4 h
hkd, 1k o i
i, Naturaland | | o . “nl 2. Explanation of the Rule
T~ o Grammatical | | EPlonation &, . > Words must be interpreted keepinj in the mind the subject
ompl ,"\ ’ Gt | | oftheRule | matter with reference to which and the context in which they
Y 9 g ‘: : are used in the law
. J o\ / 4
/ \ R R "
T~ : B A 3. Exact meaning preferred to loose meaning
N Some words might have a loose meaning as well. In that case
[ Exact )\ A 3 \ preference should be given to exact meaning over loose
! | meaning | | Technical meaning.
J | dto | | Wwordsin Eg — word ‘Holder’ in case of Negotiable Instruments Act
4 | preferredto | technical
| loose | ;
{ : sense : 4. Technical words
meaning \ ) Technical words should be interpreted in technical sense only
— R ¢ >
, Eg - ‘H-DC
Rule of * Ut res magis valeat quam pereat’ — words must be | = IF literal meaning defeat the object of e islature, Court can
Reasonable 4 ‘ /) 5 ; 9

. construed to lead to a sensible meaning depart from the dictionary meaning
Construction * ' Attimes 2 meaning are possible — one making statue . L .
vague and. other leading to certainty - in such case | E9 = ‘Implied powers’ in case of Objects clause of MOA of a

| v latershould be followe company

! 5’:};" 0ofn/'o *  Statue must be read as a whole * Ifitis impossible to avoid inconsistency

| constr ct;‘losn * “Avoid ‘head on clash’ between 2 sections > Provision enacted later in point of time must prevail

| * Where 2 provisions can’t be reconciled, interpret in > If provisions are enacted at the same time, Provision
y ' such a way that effect may be given to both appearing later in Act shall prevail
| E Rl o BeraTels

! g;;mf;,z:ﬁ"a’ *  Incase of foss/‘b/‘lity of more than one interpretation, 4 key consideration

| Heydon’s RuI: Zr . most firmly established one shall be followed l. - What was the law before making of the Act

| Purposive Court must follow that construction which supress the | 2. Lohat was the mischief which the lai did not provide

| | Interpretation of mischief and advance the remedy 3. What is the remedy the act has provided

Mischief Rule 4. What is the true reason for the remedy

(R ———

‘, Exceptional A Commuon sense rale B, Or and and

o ;

hstruction Genera{ Rule — l:'ull effect must be given to every word GeneralRule | _y T = The word ‘and’ is conjuctive.
Exception — jf m:j se:sible meaning can be given to = The word ‘or’ is disjunctive
19016, that aord should be eliminated Exception _y | To give effect to the intention of the
legislature
= Read ‘and’ as ‘or’; and
. { *  Read ‘or’ as ‘and’
\_4
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4 'Mn'l/ﬁ’, ‘wust’ and ‘shall —

May - directory in nature Shall & must - o —
Some exceptions . Some exceptioy,
Used as a matter of pure conventional courtesy « used against the Governmen;

involves a discretion coupled with an obligation

the intention of the legislature demang.

it confers a positive benefit to the general class of | = the mandatory interpretation Jogy, to abghe Some

subjects, or
a remedy wou

Id be advanced, and a mischief | Note - Where shall is used in o penalt

urdy t,{

left to the Court to determine whetheg Provisig,

SR ressed, or or mandatory - it has to be taken 05’ e va;s,,)n I":c,r.w, i
qiving the word, a directory significance would defeat Mandator, ey,
the very object of the Act
's” "of the same kind or Mm\\
" Ruie oF Ejisdem | The term Ejusdem Geheris” means 0 .
{,,me‘wg( v species’ —  General words take their colour frop the specific
CONDITIONS to apply this rule - - If specific words exhaust the category, they 9enem;m:
v The statute has used certain specific words, to ve construed as covering a larger category s 4,
s The specific words constitute a class, —  If specific words are fofdifferent category, Meaning of ;.
»  The class is not exhausted, words remains unaffected by those gepery) words 2"
‘ » 4 general term follows the specific words, a(:d . > Courts have discretion to apply this rule
| v There is no indication of a different legislative intent
Effect of Usage Optima Legum interpresest consuetudo Contempranea expositoest optima et fortissimq n ege
1 interpreter of the law the best way to interpret a document is to read it s it woulg
the custom is the best interpre Wit o docment st
i i i s to be judged keeping in mind the | 1t is a rule wider than the rule of Efusdem Generis, rather Eizszem
Noseltar o Sacts Zioyc”izg::linf):rg? wordlstobe st Generis is only an application of the noscitur a sociis,
Eg - Plant & Machinery

't be used for interpretation [= Expresses the scope, object & purpose of the Act |
Long title = It can be used for interpreting the Ia.uo ]
= It described the law = However, it will not override the plain provision of ‘
*  ltis admissible aid to interpretation the Act ‘
= However, it will not override clear meaning of law :
Title of Chapter | Sections dealfng with a common object are grouped together under a Chapter [
*  There are conflicting opinions regarding its use ‘
- Heading is the KEY to interpret the clauses ranged under it ;
= It can only be used when words are ambiguous j
*__ However, heading of one chapter can’t be used to interpret another group J
Marginal Notes s There js difference of opinion, but the generally held view is that marginal notes cannot be used for construing the sections |
" However, many cases show that marginal notes may be referred in exceptional cases, like to remove an ambiguity !
Note - Marginal notes appended to the Articles of the constitution are a part of the constitution and can be used for |
interpretation
|
Definitional Restrictive — — %1 Defintions staring with |
sections Extensive Definitions | pegps - restrictive & exhaustive ‘
Includes - extensive
Means & includes - exhaustive ‘
To apply to & includes - extensive 1
Is deemed to include -5 extensive '
!
An}_b/ uous *  Interpreted in the light of other provisions of the Act |
definitions *  Such definitions should not be read iy Isolation, it must be read in the context in which it is used
Definitions subject to | When a word is defined To bear a nam Y of inclusive meanings, the sense in which the word 75 used |
contrary context in a particular provision must be ascertained from ’ l
*  the context of the scheme of the Act, ,‘
o the language of the provision and |
o the object intended to be served thereby |
. NS
CA HARSH GUPTA Interpretation of Statues, Deeds & Documents ~
Al |

Neam‘ng




3

e amplication of provision Schedules T part of the act & read together with the act
B S ”'a‘EWS’/JT + daify t ,etogpthe statue *  But cannot control or prevail over the expression
> % f T a _ .
OB st o f(:r:YiaSSfof conflct, section will prevail In the law
> o om ) | e I
‘ A 4 tion Read statue |'s Construction of a statue is to be made of ol jts
) e ihe meaning of the text of the sec '
wi eeon [+ Epla h;f sed téq include or exclude something | 45 @ whole parts taken together
. Expranc «  Mayalso be t(;;e ambiguity . Eﬁch ;;'art must be interpreted in harmony with
| gﬂi;’:ﬁnot be construed as to widen the ambit tne otners
" of the section
L_/,__,,,A————‘—’.—
[+ Cames O(It‘s;: exception to the
provi L main provis! Exception Proviso Saving Clause
|+ Ordinariy it does not state 4 [ Exception” Is intended to | Proviso is used to remove | “Saving clause” is usé
| general nile o the | | restrain  the  enacting | special - cases  from | preserve from destruction
|+ However, proviso may serv clause to particular cases. | general enactment and | certain rights, remedies
| following purpose ditions provide for them specially | or  privileges  already
| - Imposing condi existing
% ~ Giving clarifications -
; - Making substantive ’
s o ponie T prvisrs / 1

Setting | Historical Facts

I(ep in mind the history of external circumstance which led to enactment of the law
Also consider whether the statue was intended to. alter the law or leave it where it stood
before e

|
i

Speeches at the time of introduction of the bill

Parliamentary history . ’
Parliamentary discussions during the progress of the bill

Vepart of Expert Committees \ Report of expert committees which examined the bill and made recommendations to the ‘!
Parliament

Consolidating *  In case of consolidating laws, court may presume that it is not intended to alter the law
| statues & \ = Previous laws may solve doubtful points in the present statue |
| previous laws B
" Usage = The acts done under a statute provide quite often the key to the statute jtself
v * It is well known that where the meaning of the language in a statute is doubtful, usage — how that lanquage has been
‘ interpreted and acted upon over a long period — may determine its true meaning
i Earlier & Interpreting one act with the language of another Reference to repealed acts
| #nalogous Acts
1 *  Where different acts are pari-materia (ie. on same | Where a part of an Act has been repealed, it loses its
subject); they may be construed together as one system operative force. Nevertheless, such a repealed part of the Act
*  In case of discrepancy, act introduced later in point of time | My still ‘be taken into account for construin,  the
e will prevail unrepealed part. This is so because it is part of the istory
| of the new Act
Dictionary *  Refer the act in guestionto find a meaning Foreign *  Foreign decisions following the same
meaning *  Where a word.is not defined in the act, we may refer to | decisions system of jurisprudence as ours may
dictionaries be refen'edl
*  We must always take into consideration the context *  However, prime importance is always
‘ * . For technical terms use technical dictionaries given to Indian case laws
—

o f’:zfn'l’;g::'z;' e first point is that one has to find out | Uni ormi ® Itis inexpedient to construe the terms of one deed by
)  Vids Lf o what a reasonable man, ' meaning reference to the terms of another
| reasonable man |~ who has taken care to inform himself of

the surrounding circumstances of a deed
or a document, and of its scope and
intendments,

would understand by the words used in
i that deed or document

| Golden Rile ™ 3 accertain intention of the parties b
*  Document shall be considered as a whole

Further, it is well established that the same word cannot
have two different meanings in the same document,
unless the context compels the adoption of such a rule

Earlier dlause 15

Status and training of the parties using the words have
| override

also to be taken into account

Effect of one
invalid clause

0»_3 invalid clause does not makes the entire docament
voi

Zowever, if the invalid clause is an integral part of the

ocument so as to render it impossible to severe the
good from bad, the whole document is void
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