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Corporate Judicial Pronouncements
 

  (Relating to Board of Directors)

For CS Students (Executive/Inter/Final) & CA Final
1. Percival Vs. Wright (1902) 2 Ch 421

The directors are trustees of the company and not of individual shareholders of the            company.

2. Ferguson Vs. Wilson (1866) LR 2 Ch 77

The company acts through natural persons. Natural persons may be employed to act as its  agents.

3. T.R. Pratt Ltd. Vs. M.T. Ltd.

Notice given to the director amounts to notice to the company, only if the director is bound to receive the same and communicate to the company.

4. Suessen Textile Bearings Ltd. Vs. Union of India (1984)

Guarantee commission given to directors for giving surety against loans or credit facilities taken by company from Financial Institutions is NOT a remuneration u/s.309.
No central government approval. Nothing linked with his directorship. Sec.198 not attracted.

5. Cook Vs. Deeks (1916)

Three directors having 75% shareholding turned a business opportunity of the company (construction contract) to the benefit of themselves. Held, account all the profits to the company.

6. Globe Motors Ltd. Vs. Mehta Teja Singh & Co. (1984)

Compel such directors (Also Ref. CL No.5) to account to the company for profits made.

7. Gear Enterprises Vs. Mafatlal Engineering Industries Ltd. (1994)

Bombay High Court held that the consent of the BIFR is required at the initial institution of the proceedings.(Sec. 22(1) of SICA 1985 – Specified Legal Recourse)
8. Scott Vs. Scott (1943),  Salman Vs. Quin & Axtents Ltd. (1909),  John Shaw & Sons Salford Ltd. Vs. Shaw (1995)

Under the structure of functioning of companies under the Act, it is not possible for a general meeting of members to override the powers of the Board or to give direction to the Board as to how it shall exercise the powers vested in it.
9. Murarka Paints & Varnish (P) Ltd. Vs. Mohanlal Murarka (1961)

Before the general meeting could interfere with a decision of the board the articles shall have to be modified by a special resolution, giving powers to the general meeting to give directions to the board on any matter.
10. Satya Charan Law (Dr.) Vs. Romeshwar Prasad Bajoria (1950) SCR 394

Ordinarily the directors of a company are only persons who can conduct litigation in the name of the company, but it is not so when they are themselves the wrong doers and had acted malafide.
11. Barron Vs. Potter (1914)

Two directors – one refused to act with the other. Deadlock in the board. Directors were unwilling to act and exercise their powers, the company had the inherent power to take necessary steps to ensure the working of the company and to appoint additional directors for the purpose.
12. Sponge Iron India Ltd. Vs. Neelima Steels (1980),  Harsha Tractor’s Case

Andhra Pradesh High Court – regarding Sec.22 of  SICA, 1985 – Pending Enquiry (Controversy about commencement/pendency of inquiry u/s.16)
13. Bombay Gas Co (P) Ltd. Vs. Central Government & Others (1997) Comp. Cas.89 Pg.195 (Bom)

The transferee company CANNOT be a foreign company u/s.394(4)(b) – Amalgamation
Subsidiary company therefore can be amalgamated with the company.
14. Vasant Investment Corp Ltd. (1981) (Bom.)

Three fourth majority to agree the scheme of arrangement. NO NEED to have express consent – Binding on him u/s.391(2) (Co. Act & SICA related)
15. Automatic Self Clearing Fitter Syndicate Co Ltd. Vs. Cunningham (1906)

The directors of the company may refuse to carry out a sale agreement resolved upon by the company in general meeting, because in their opinion it was not in the best interests of the company., and they relied for support of the decision on the Articles of Association which delegated them all powers of the management.
16. Pothen Vs. Hindustan Trading Corp. (P) Ltd. (1967)
(Also Ref. CL No.15)

The power to sell the assets of the company vests in the board of directors and it was felt that it was not in the interests of the company to sell its assets. The board was not bound to do so, notwithstanding that the company in general meeting had resolved that they should be sold.
17. Kerr Vs. John Mottran Ltd. (1940)

Minutes are only prima facie evidence and as such are rebuttable (disprove).
18. Hedley Byrne & Co. Ltd. Vs. Heller & Parners Ltd (1964) AC 465

The Chairman may incur liability under tort to individual shareholder who act on the basis of the statements in the Chairman’s Speech and suffer any damage. Duty on the Chairman to take care in making such statements.
19. Hindustan Lever Ltd. Vs. SEBI (1998)

Insider Trading – HLL and Brooke Bond India Ltd. (BB) , amalgamation in progress, HLL purchased BB shares from UTI, Whether Insider Trading ? (Reg.3(i) & 3(k) of SEBI (Insider Trading) Regulations, 1992)
20. Montari Industries Ltd. Vs. State of Gujarat (1998)

Sec.22 of SICA, 1985 – No protection for criminal cases against director.
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