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Corporate law handout- A must for EXAMS

Dear Friends,

Please find below corporate law handout especially prepared for the CS Inter/ CS Executive/ CA Inter/
CA PE-Il/ CA PCC/ CA IPCC students.

This handout deal with various Company Law exam oriented topics like Quorum, Proxy, Dividend, AGM

and Charge Etc. in detail and along with deep interpretation of Law.

An effort has been made to explain the provisions in detail with the help of chart and dummy situations
wherever required. | am really hopeful that this handout proves useful to you all in order to effectively
deal with practical problems in Exam. Looking forward for your feedback and encouragement to

prepare more handouts like this one.

This handout is also very useful for CA Final and CS Final students in order to strengthen their

fundamental understanding about the topics covered by the handout.

All the Best & Regards
Mukesh Agarwal
+919893016415
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Mukesh Agarwal Research Group CORPORATE LAW HANDOUT- A MUST FOR EXAMS

Situabion:@ [Mv K}—— T Died
()

Mo nadie,

IHT- 1 o : » Tvied
(ot eL) (D)
7% Since intas situation. Newiviee 0. L died before. Mk,
rdoninabion stands cancelled avd shares will be given o
Jegal heirs of M7 K
@Bz 1F bath My i€ or MrL cied on Ha same .:Ja.‘fms-lfw sl

be enbitlid to thae shares, 1
fund = Shares will be I};F‘E.ﬂ'lc:- Leqal heirs of My, K.

( oxvbain. important poiubs worb TramsFer of shane

1 A public company [canwnoh vefuse to transher the shares m ,mm
of a person [who 1s company’s oww. employee] onthe suspecion.
Hhat when such pevson. attended the Gr- M. hewill cause nuence.

2} Divecter of o Company [canvict] vefuse 4o vegister the -l-raﬂ::i?fa_mm
fiae around thak proposed transferee. has made aHempts m.
the past o windup The company.

3) Divectors of o Lnﬂ“‘.-lf:ﬂﬁ}f[t_ﬁ_@ refuse o reqister the, {ranster

sfshares iv favowt of proposed transteree ovtle grouvil
Mot he is a busivess vival

4) Directors of o company [cannet] refuse bo reqister the {fvansren
of shares witheul comm unh:n‘r}w}, Hie grounds of vefusal ,
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Mukesh Agarwal Research Group CORPORATE LAW HANDOUT- A MUST FOR EXAMS

Transfer of Shanes @)

Sevve important poiuks -

1 Ep_je.:l-ed 'me:-j.ﬁr deed reburned to Hie bansferes g

e r—— - ——

— L S e —

The CLB hat pombed sul that the Co.on ot rﬂg'rﬂ-e:riw:i:.‘h& transfey
sheuld have retured the documents 4o e party who lodged them,
(The transferee) and viot the trans feror as the transforor losses his
right 1n the sharés as soconas he execubes the 4yansfer i blank .

2) F’_ﬂ_.:;.ﬂ_{-?:_u movg transferees ;-

where a shareholder has Faududently seld Wis shares b bwo

iffereut transferees, Hhe fivst purchaser witl, on the greund of

bime olove, be enhtled o the shares in prievity to the seeond .
Ex. A person— assigned properhy 4 shanes — o creditors

Creditor feuled o register shaves i lu's yanie— buk give. vohie of aseignment

fo Co. laklerown Assigner (4 Etrﬁnw:}sﬂld thermi— I semeone tlse  Held —

Assignee’s clami— prier IV Hiwe— So he is embibled to shaves.

3) Pledgivg of Shares :—

Shares of o company-can be. a subject matter of & valud
F':t_.:;l_q,a s per Sec 2(7) of Sole of Grends Ack 1330, e definibim
of Gieeds incudes stocks and, shaves . Se in Hu's WS- <o e :

k) 17511'1_5&&1&_& ofF name :--

i cose of Jeint shave helders ewe or mere of them wiay vequure, the, (o.
{o alter ov rearvange the serial ovder of their names in the register of
member of Co. v Has process there will be weod for E'.FFE‘EHm?,-
comsequential changes, m the share certificale issued to Hhem .

The reques of transpesition. way be duly cousidered 4+ appyoved by

He boand - Smce vio dranster of any inlereal W th sharestuken

place  t quistion. of imsisHv:.}e on Filivg trom-deed wot arise .
=3There s vo vneed of execubow of tran eleed for Hae

transposttion. of name. iF e vequeatfor change. imthe ovder b
yowies Wos wiade vl writiwg.
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Mukesh Agarwal Research Group CORPORATE LAW HANDOUT- A MUST FOR EXAMS

TrarsFer of Sharés Cowbinues. _ .. @

@us-d Transkeror or trans Fevee execule the share bau. deed and
deposited the same with the company alevs with the share.
cerhificake ——The transter s pmd_iw} —— wieanwhile. He
compary amended the arhicles fo nsert a newr ground. of
vefusal . Mow can. Hae company refuse the abave transfer
of shares ov tHu's ﬂf.lﬂu‘q'l’ﬁul"'{l-

Aua:l @ (Awmendment will have the prospective effect)

Buri2 (where the share transfer commibee. 1s delegaled the
powty to register the transfer of share then whether such
cnmmiHer_:'_ has the inherant power to refuse the transfer 7

ﬁlﬂ_fi_ @ Mo jvherant power available. o committer abpve,
RecIsTERATION O CHARGE 4

Consequences of nen-registeration of charge -
(B=> Charge bewomes void agesshstogamst Liquadater 2 ether ¢ redi dovs.
G= Charge remains valid -agamst the Compary till the Company
is @ gomq comcem, 1£- (it remans enforceable against the o)

Lean fov & Yeans & Cempany Is 0. going
Jodeys) e Mo Resishethen, T Comceri
3

LI .

H:r};ms & Years

(1aa2 (2e00)
0 - g
g o Hie ExpITy of B Years i_
(13 Stamp Ack complied L— de Faulted v re paymen
(i} Beqisterahen Ack {ﬂmpiiﬁd L L E.i___m;.j VL ___d_j_m
f:fu_l-'i,'l Cempaniés fdt r:ﬂm]}l.l.ﬁd b4 Claarme. ?et;m_u; valid &

enforceabie agaiust Hu
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Mukesh Agarwal Research Group CORPORATE LAW HANDOUT- A MUST FOR EXAMS

2 Crove Loaw
[TDBI

Loaw_ Fov & Years Loaw For 7 Years

[SBT | 1LIc]
[

P EE}H. ;:
Godays &) L@Eﬁi’,— Lo di%“l!}ﬂi‘ M
A == e
. I |
L
[2200] a B= Bl
T (3 Yeaws) 81 sk
s 7 TF:HHm’nc; |
Charme
E@ ?m;-ishrﬁh Rpaybble
Bub itwild @ﬂ @
wotabeck M

Stamp Ack L~ Stamp et 1~ vight of 1£1¢ ]
Rean- Ack Regn ek L (Gec ui(®)
(o) Ak O oG Ad L—

% Chavge of 1C1CH gels the ]:-'rr'mrik-r ever the charqe
cveated m fovour of SBT

L_E&ﬁc.l,uﬁiﬂk‘- .-

Evew Hhough the $BI Was cblained the vechficahon of
charge Register from. CLB iv. 260y | shill the chame iw
fovewr of 8T will vemain. void agaiwst TCI1CT  buk
it shall hold gqeed agaumst IDBT (Sec-1ut(3)) .
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Mukesh Agarwal Research Group CORPORATE LAW HANDOUT- A MUST FOR EXAMS

x ” . e
M (551 ikl :
(Lo days - NLIW I

' 5 ':'5':4:1\'5 Lexavi
22, the. {’_'nmpanT
W Jear 2een

=3 The chorqe Is void.agamst Lquwialer auwd thevefore the.
Liquidaloy will +reak the TOBI as Unsecuved cveditovs

(te-4-193g] (15-4-1923)  (35-G-1929)  [DS-a5-1943}
| | |
% ; . | 5

Chenge created by| [Charge crealed | Ir(:_ha'rﬂd?..-ﬂ' ] [Chageof A
‘l'h:;g 1 Favews ] o H-"'LE Sanie BTy d al E%d ak Roc
FGPE_-r mﬁwmi R F Lﬂh‘lt‘.&

af A

Clg ijri. :.'l
@b - Lho witl gelthe provity ?
Prs Theve are 2 diferent viewss Tﬁﬁu-’uLluﬁi F'ﬂﬂﬂf} i such situahow.
1) First Ve (T e A" Should be 1!? EVL P¥IOY ILT amce Torall .

2 second View D> "B* shalt. be gven the prior by over'A”
durivg 25-4-38 fo ok-cs-9a . Buk A" shall begwen the priovity

FrewL  5-5-99 onwards.
Hore appropwale View is Second view as it carwiies H mtenhion of Lave
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Mukesh Agarwal Research Group CORPORATE LAW HANDOUT- A MUST FOR EXAMS

Sec- U2 Centificaben of Transfer @
| % Sechion scheme aba Gilance.
Situaken-1 (Trawsfer of Shavés )
[PT"hr Aol i Tinwehen i TTt:ﬂE'r'ﬂ:-E.El:Eﬂ-
the Share transter SEC 108 Seéc- 109
deed for sale of 260 sec-Ho | Sec- 109 f
shares oulof Soo Sec-112 \ Cer- lo9g
shoves of My A f r———
Hievealber Sec- 1t 1-Phee ]Cmmu
L | Sec. 114 A-Pabco,[Sections
My A deivers —————
Share Cer heabe. (So0shares)
_!—-

Shave braw- deed (306 shaves)
(Com pany, 1= Retoiws shan Cerkificake
Qeturns | [Shave traw-deed | with the werd
“CERTIFCATE LODGED'

(-
Balance Tickek (oo shaus)

t}p‘"

W s “Er'q_'f.fl. (entiFicate Led

(At tais pointef hime MrB is sahishied
rax;qnﬂmf-rmv iutenbion oF My. A 4o fvam . i's
shores b B. and 8 pays Mt Gewsi - fo A.)

Now - oo
| A 77
rL-'_—P'I %
_r:_grj_i“ﬁm*;ﬁ
—= Tk ¢ e Shane cendheale.
Tran ; .
L'IE%{, MO L7 e scued byt Co

S e mmssas= OAEE a?iartnﬁuhjus’ Hag
recespl of Balanee ket From A
and. sharu traw: deed fravt. B
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Mukesh Agarwal Research Group CORPORATE LAW HANDOUT- A MUST FOR EXAMS

Sec11g Cestiticaben of Transfgs, 1

Situation-2_
i
300 Shares 160 Share.
‘ 51,.-,-+u:m-daq51'-"|"fﬂ""- dred
l Hheveak ter

CA]
—— Share. Certifreake. (500 shares)
-lr——i! Shave Tvaw. cleed {m.ﬁbumg)

—l—ﬁ Shave Trau- eleed (306 shares)
l-*,-

III_?:E TETE"'| igﬂfﬂjﬂ‘llﬂd} share. cerhii r_ﬂiﬂj
Rehums ~—<,f} Shane tran deed (200 sharey)
s bave tran- deed (200 shares)
e (withthe werds covbPcale
AL ] Lodsed)

S i PR,
f‘%;:;, { ComPA N‘r’j— I
Gﬁ’é s O YEL@ NI, rﬂsf&c{:l‘-fil sk han deed from

Baf tie company will issue vews shang
cerhficales o b +C.
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Mukesh Agarwal Research Group

CORPORATE LAW HANDOUT- A MUST FOR EXAMS

Dishivic ion. bebween, lwtering 4 Final Iﬁ’wi:iﬂzialﬁ_

(3)

lwleriv Divideud,

() Declaved I:n.t Bt of Divectors and
also yecowm ended ET Haer

(@) Declared ow the basis ofF Ferforma.
e L. are (After providivg Dep fer full year)

@) Cwce declared, 1t cau bbe reveRed
Hiereafter.

) Ik cannol be consideredas a debt
due from (o to its shareholders

E)Oucedeclared it 15 ot requived
to be pested to sharehoidens withiv
3o days of declavanon

\mpertant Nokess-

Fival Dividend

81 Kecommienced by Beard of Dir
avd declared by &5Hs w AGM.

@) Declaved on the basis of
Fival Pel: aic.as audited .

3) Owcedeclared v the Agm it
comnel be reveleed Haeveokben

60 | Vs considered asa debt
du Fromthe company to ks
share holdes |

| 5) Oncedecaied it shall be.
posted to shae helders witiu'u

30 days of declanahion .

& De:A har darified that the inbivins divideud. can be vevoked
by the Company or by Bossed of Divectors within £ doys before
the amouut of Divided 1e. ameunt of mbtevivl divideud.

s deposited v o separale banR accouut vrs 205 (1B).

¥ Lost 3 distnchon. bebween julerimi 2 Final div. cre we low
mounteunable after commencement of Co. (Amend meut) Act 2000

which Inserts Sec-205 (1A) (18) 4 (1¢) regandivgy Intevime div.

=3 These. Sechions put inferiml dividend et pervwith Pinal
dividend e neus inten n dividend is a debl
cavwsl be vevekee
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Whalt 15 {'.'ﬂ_ur:p:g oY MG-TP@&?—E, _ @
| Ch%—g, |
.\J/ B e o PR ___l
(ﬂn | vimevable Chw i .'r:quH
\L_EFEP“{T Pro

A
@ET%j&%E l /r.”: 'P{:IESE ESIL-H.] lT ngj..fggml.q_

(1 PVGPET‘J‘T 15 F Prﬂfﬂry 15 vu:.,'
ﬂ"r"E.'-"'.. ﬂ.l.ﬂh!l.-LL %vem. D,w‘n:-_[;

h_l_,- "I"
[ﬁedj_ej E‘i{; thecabion!
_'_‘D is hvnehow bebween erdnﬂcl ]:[uaHms?,.:il».%_

4 Fired Chavge 1s createdowthe | Y Floah g charge s created ov

sPecitic propeky e class caf- property.
|
2] case ‘:'FF‘EF-‘“L“”TTE property | 23\u case of F1£:ﬂ.i‘lus1 charge
1% E.'I.'Sh'l-"LT i d&!‘u'miml:.lr?_ pro FEH’T h."u_j_} e e-
¥ Exishwg.or determinable end

i) Fubwe and wdermivable
wrt. property. idewti Hable wrt the property.

4 Fixed Chﬂﬂq&f lubches the, | 4 F|ﬂaf1ud1£n¢'t;i& Floats svert
property. the property-
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Ser-4g - lwvestment futhe name of Co. @

Sec-UG(L) & Investments sheuld be held by the compary
v 15 oudL name.
Sec-49(2), (3), (W - Cveal excephiows 1e. A Company
caw held its ivweshments [ othen Persci’s Mame .
{E‘x—c;p-hﬁm‘l. '.-J.|| '— Sec-49(2) = Gualifcahow shaves
[icicr - -, , o
Giive 8 Creve. W IEIEl uppeints Mr2 as nemimes.

Loaw for Lo Yrs. | ; divecter v x¥Z Lid

oxyz d.  [xyz Lid.[e” X
Twe Arhcles of XYZ k. provides for quali™ shares,

Iuterpretation - Seckion- 4a() saxs 1CICI can purchase Hu shares i
Hie vameof ts vomivee diveclor. Because here \C1¢)
s depubiug Mrv.Z i xv2 U as nemivet divector,

LE_?#,EFH G ﬂ T Sec 4a(3)

To_maivtaiv. 5 -
i1+6=7 ﬁmmbgrg

H =

4 ( wohidis Shahubry
CE 05 1.-!!1:4-] WM . [\u‘l{_ﬂ,ﬁﬂ
Wity owwed Subsidion (o, of Pub Co)

Interpretation:- Here iF W Lid: pays on belalf of A, B.C.D.EF fhe
volue of Hure L Share Han tF is Fue. Asthe some pagmusl i
to paivloia piv T members 1w coseof Pub. Co

Excephon -3 ¢~ Sec. - uata)

Ivestment Company can make Ha | nveshmed- v Hae
name. of ether Companies / Persona.
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o S

c}mFgﬂIE.ﬁ r:pqssm? EHT'I?EE.{,}'Iu_hﬂu b:.,r Fostal Eaﬂaﬂﬁujﬁﬁ 20l

e B ———— e T —————— e,

The Busiviess which have beew 5FE::'|17-|'E.:J by Ceutval &rovt.
to be conducked euly thvough Fostal Eul_f_c.i'mf_q},”m-}ugrg 3

_Lj Allerathion m the ﬂbjﬂd‘ clawse of Memorandum, |

2 Abtemation of Arhicles v velaHew to iviserhow of
PYOVISION S d&%mwa. F*rw'cﬂ'ﬁ'_ Com painy .

3) Bus back of ow shaye by the company onder Sec. 774 (1),
4) {ssue of shares with differential votivg. vights asto
w;{-iw} or dividend or ctherwise wneler Sec-86(a) (i),
5) Crange v the place of Regd: office owtside local Limits
ofany r:ihanfnum. cr village as specthied fn Sec-Lug(2) .
&) Sale of whde crsubsi‘cmh‘&llvj He whole of undertakive,
oFa company s specitied i Sechion-293(1)(a),
7 Gnivfwi.e loaws or Ekﬁw:quf ﬂ}ummuﬂ%ﬂ?_ or va[dfu@r
securiby- in. excess ot the Limits presenbed in
Set- 3TLA(L).
8) Elechow of o divectoy under pyovisoto Sec-252(1) of
the. Companizs Ack, 1956, ( Swalt Shanebeldir's di've che)
9 Voriation i the vignts altached to a dass of

Shaves oy debeutures oy othey Secudhes as specitied
i sechion- 106.
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