


Company Law Notes

					Membership in a company
Member [Sec 2(55)]:- It means 
	


Subscribers to MOA				   Every other 			Every person holding share capital.					       person
					             	
												
On registration			      Who agrees in			            whose name is entered 
					     writing to become a			  as beneficial owner	
Their name shall 			      Members of a co.			    In the records of 
Shall be entered				     And	 				     depository.
as members 				Whose name is entered in 
in the register of 			the register of members			shall be treated as 
members										deemed member.	

	Members
	Shareholders

	It means a person whose name is entered in the register of members
	It means a person who hold shares in a co.

	Every co shall have minimum no of members whether it is limited by share capital or guarantee
	Only a company having a share capital can have share holders.

	A person who signs  the MOA  is a member even before shares are allotted to him
	A person who signs the MOA becomes a shareholders only when the shares are actually allotted to him

	The bearer of a share warrant is not a member
	A bearer of shares warrant is a shareholder.

	A person can be a member by holding out
	A person cannot be a shareholders by holding out or by estoppels 

	In case of transfer of shares, a person continues to be a member until his name is removed from the register of members.
	When a person transfers his shares he immediately ceases to be a shareholder.

	Nominee or legal representative may becomes member only after his name is duly entered in the register of members
	Nominee or legal representative may becomes shareholders immediately after the death of a member.






Modes of acquiring membership

· By subscribing to MOA.
· By agreeing to take the qualification shares.
· By application and allotment of shares 
· By transfer of shares 
· By transmission of shares
· By becoming beneficial owner of shares
· By holding out or estoppel: - If the name of a person is entered in the register of members, although he is not a member but such person does not object to it, then he becomes a member by estoppels.

Who can become a member?

1. Company
· A company may become member of any other co. If authorized by MOA.
· A co. cannot become a member of its own 
· A subsidiary co. cannot become a member of its holding co.
Exception: - before become subsidiary if it is a member of such holding co. then it does not have     any voting rights.
2. Co-operative society: - it can become a member in a co. If registered under any cooperative societies act.
Registered society:-A society registered under the societies registration act, 1860 is a legal person
It can become a member in a co.
3. Trade union: - A registered trade union can hold shares in any co in its own name.
4. Partnership firm
· A firm is not a legal person.
· It cannot hold shares in its own name
· It cannot become a member in a co.
· However the partners of a firm may become joint shareholders of shares in a co.
· A partnership firm may become a member in a co. u/s 25
5. HUF
· It is not separate legal person.
· It cannot become a member in a co.
· However, Karta can hold shares in a co. and can become a member in a co.
6. Trust
· It is not a separate legal person.
· The shares cannot be allotted or transferred in the name of a trust.
7. Joint holders: - two or more persons may hold the shares in a co. in their joint names.
8. Foreigner: - foreigners except alien enemies can become member in a co. subject to the provisions of FFMA act, 1990
9. Government: - CG or SG can become a member in a body corporate 
10. Insolvent:-
· If a person was a member if a co. before he is adjudged insolvent he will remain member of the co. as long as his name appears in the register of members
· He is entitled to vote but looses all beneficial rights in the shares 
· The beneficial rights will vest in the official receiver/ assignee.
11. Minor
-	He is incompetent to enter into a contract.
-     Any agreement made by a minor is void ab initio. 
      -      If the shares are allotted to a minor in ignorance of the fact of minority
	


The co. can repudiate the							the minor can also repudiate the 
allotment and remove his name						allotment during his minority
from the register

· Neither minor nor the guardian shall be liable for any calls remaining unpaid on the shares.
· On attaining majority, the minor has option to repudiate the allotment within a reasonable time. If he fails to do so his liability as a member arises.
· Minor name may be entered in the register of members
if



 the shares are fully paid up			A				the shares are acquired by way of 
						N					transfer or transmission.	
						D		
Case law:-
				Devan singh 
					V/S
				Minerva Films Ltd



Cessation or termination of membership

· Transfer of share
· Transmission of share
· Forfeiture of share
· Surrender of shares
· Buy- back of shares
· Issue of share warrants in exchange of share certificates
· Sale of shares of a member by the co. where the co has exercised lien on share.

Holding shares by a Co. in its Holding Co. [Sec 19]

For Subsidiary Co. – It cannot hold shares in its holding co. either itself or through its nominees.
For Holding Co. – It shall not allot or transfer its shares to any of its subsidiary co.

Exception :
1. If the shares are held as a legal representative by subsidiary co.
2. If the shares are held as a trustee by subsidiary co.
3. If the shares are held by subsidiary co. before the co. became a subsidiary.
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