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Sole Selling Agents [Sec. 294]
CA FINAL                           






       Corporate Laws & Secretarial Practice  
· Meanings of Sole Selling Agent (SSA): The term SSA has not defined under companies Act.
Generally, the term SSA means a person who is given an exclusive right to sell the goods of company in a particular area to the exclusion of all other, including the company.
Applicability: Provision of SSA apply to all companies whether public or private
· Appointment of SSA [Sec. 294]: 
· Conditional Appointment: Appointment of SSA shall be condition that the appointment shall be approved in first GM held after such appointment.

· Non conditional Appointment is void ab initio. Even approval of appointment by shareholders in first GM will NOT make appointment valid.

· The appointment of SSA shall cease to be valid with effect from the date of such GM.

· The notice of GM must disclose material facts regarding the exact nature of agreement.

· Tenure of Office: 
Appointment 

Maximum 5 years at a time

Reappointment
Maximum 5 years at a time

Investigation by CG where a company has appointed SSA [Sec. 294(5)]:
· CG may call information form company if it appears to CG that there is good reasons to call such

· If company refuse or neglect to furnish information then CG may appoint inspector to investigation

· CG has empowered to make variation in the terms and conditions of appointment of SSA. And CG must give an appointment of being heard to SSA 

· But CG has no power to terminate the service of SSA.

Investigation by CG where a company has appointed more than One SSA [Sec. 294(6)]:

· CG may call information form company if it appears to CG that there is good reasons to call such

· If company refuse or neglect to furnish information then CG may appoint inspector to investigation

· CG has empowered to declare a selling agent as SSA and make variation in the terms and conditions of appointment of SSA. And CG must give an appointment of being heard to SSA 

· Compensation for Loss of office to SSA [Sec. 294A]: 
· Amount of Compensation:

Period X Average Remuneration

Period: Lower of unexpired tenure of SSA or 3 years

Average Remuneration: Average of immediately preceding 3 years or such lesser period for which SSA was in office 
· Prohibition of Compensation for Loss of office to SSA

1. Appointment of SSA is disapproved in the first GM held after his appointment.

But he shall be entitled for remuneration for the work done between appointment and disapproving the appointment 

If company fails to bring resolution before shareholder in GM, then there is no question of disapproving but it amounts to a breach of duty on part of BOD. Therefore SSA shall be entitled to compensation in such a case.

2. SSA resigns from the company because of reconstruction or amalgamation of company, and SSA is appointed as SSA of reconstructed or amalgamated company.

3. SSA resigns voluntarily.

4. SSA has instigated or is responsible for the termination of Sole Selling Agency

5. SSA is guilty of fraud or breach of trust of gross negligence.
· Prohibition of Appointment of SSA [Sec. 294AA(1)]: 
· CG is empowered to prohibit the appointment of SSA 

· Condition for imposing prohibition: CG must form an opinion that
1. The demand for goods for any specified category is substantially in excess of the production or supply of goods; and

2. The Service of SSA are not necessary to create a market for such category of goods

· CG issues a notification imposing the prohibition and notification specify the category of goods and period up to which the prohibition shall apply.

· Prior Approval of CG where SSA has substantial interested in company [Sec. 294AA(2)]: 
· Substantial interest means “beneficial interest in shares ” of the company exceeding 
1. Paid up share capital of Rs. 5 Lakhs or

2. 5 % of paid up capital 



[Whichever is lower]
· Beneficial Interest may be held by himself or Relative of individual 

· No Retrospective effect: No approval of CG required if SSA acquires substantial interest after the appointment.

· Appointment of SSA shall be void if it is made without obtaining approval of CG
· Appointment by Special Resolution & Approval of CG [Sec. 294AA(3)]: 
· Appointment by Special Resolution where Paid up capital of Rs. 50 Lakhs or more
· Approval of CG may be obtained after the appointment of SSA.

·  Appointment of SSA shall cease to be valid, if CG disapprove or SR not passed in GM.

· No Retrospective effect: No approval of CG or SR is required if after appointment, paid up capital of the company is increased to Rs. 50 Lakhs or more.
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