ARTICLES OF ASSOCIATION

OF
XYZ PRIVATE LIMITED

(Company Limited by shares)

(Incorporated Under the Companies Act, 2013)

INTERPRETATION

1. (A)Unless the context otherwise requires, words or expressions contained in      these Articles shall bear the same meaning as in the Act or any statutory modification thereof in force at the date at which the Articles become binding on the Company. 
(B)The regulations contained in Table ‘F’ in the First Schedule to the Act so far as the same may be applicable to private limited as defined in the Act, shall apply to this Company except in respect of specific Provisions contained herein.

DEFINITIONS

2. In these presents:

      'Act' means the Companies Act, 2013 and includes where the context so admits any re-enactment or statutory modification thereof for the time being in force.

'Articles' mean the Articles of Association as adopted or as from time to time altered by Special Resolution.

       'Board of Directors' or the 'Board' means the directors assembled at a meeting duly called and constituted.
       'Company' means “XYZ  PRIVATE LIMITED”.
            'Dividend' includes interim dividend.
'Member' means person whose name is entered in the Register of Members as holding any     share either solely or jointly.

'Month' means the English Calendar month.

'Office' means the registered office of the Company.

'Person' includes a proxy holder or member appointed as an attorney duly constituted under a power of attorney.

      'Seal' means the Common Seal of the Company and includes the facsimile of the Common Seal authorised by these presents to be used in any place not situated in India.

 'In writing' or 'written' include printing, lithography and other modes of representing or reproducing words in a visible form.

PRIVATE COMPANY

3. Company is a private company within the meaning of Section 2(68) under the Companies Act, 2013 having a minimum paid up share capital of Rupees 1,00,000/- (Rupees one lakh only) or such higher paid up share capital as may be prescribed, and which by its articles:-

(i)    Restricts the right to transfer its shares herein after provided.

(ii) The number of members of the Company (exclusive of the persons who are in the employment of the Company and persons, who having been formerly in the employment of the Company, were members of the Company while in that employment and have continued to be members after the employment ceased) shall not exceed Two Hundred, but where two or more persons hold one or more shares in the Company jointly, they shall for the purpose of these Articles be treated as a single member.

(iii) Prohibits any invitation to the public to subscribe for any securities of the Company. 

SHARE CAPITAL

4.  The Authorized Share Capital of the Company is as specified in clause V of Memorandum of Association payable in the manner as may be determined by the Directors, from time to time, with power to increase, reduce , subdivide or to repay the same or divide the same into several classes and to attach thereto any rights and to consolidate or subdivide or reorganize the shares, subject to the provisions of the Act, to vary such rights as may be determined in accordance with the regulations of the Company.

5.  The Board may allot and issue shares in the capital of the company as payment or part payment for any property sold or transferred, goods, or machinery supplied (including goodwill of any business), or for services rendered to the company in or about the conduct of its business, and shares which may be allotted and may be issued as fully paid up shares, and if so issued shall be deemed to be fully paid up shares.

5.  The Company may, subject to provisions section 54 of Companies Act, 2013,  issue equity shares of the class already issued, in the form of Sweat Equity Shares, to its Directors, Whole-time Employees, as fully paid or at discount or for consideration other than cash for providing know-how or making available rights in the nature of intellectual property rights or for value additions provided and to issue ESOP(Employee Stock Option Scheme) as decided by the Board of Directors of the Company from time to time.
6.  The shares shall be under the control of the Board of Directors who may allot or otherwise dispose of the same or any of them to such persons, in such proportion and on such terms and conditions, and at par or at premium or at discount (subject to the provisions of the Act) as they may from time to time think proper. Shares may be allotted to two or more persons jointly.
7.  Where two or more persons are registered as the holders of any shares the following provisions shall apply:

a) Any notice shall be considered sufficiently given to all the joint members if given to the one whose name stands first on the register in respect of shares held jointly.

b) Any one of such joint-holders may give effectual receipts and discharges for dividend or other sum or benefit including any return of capital in respect of shares held jointly.

c) Upon the death of a joint-holder, the survivor or survivors shall be the only person or persons recognised by the Company as having any title to or interest in the shares and the Directors may require such proof to be given of the death, as they shall think fit.

8. The Directors may with the sanction of the Company by ordinary resolution in a general meeting, increase the Authorised share capital by such sum, to be divided into shares of such amount and with such rights and privileges attached thereto as the resolution passed thereat sanctions.  

9. The new shares shall be subject to the same provisions with reference to the payment of calls, lien, transfer, transmission, forfeiture and otherwise as the shares in the original share capital and except as otherwise provided by the conditions of the issue, they shall be considered as part of the original share capital.

10. The company may, subject to provisions of the Act, consolidate all or any of its share capital into shares of larger amount than its existing shares.

11. The Company may, subject to provisions of the Act, sub-divide its shares or any of them into shares of smaller amount than is fixed by the memorandum, so however, that in the sub-division, the proportion between the amount paid and the amount, if any, unpaid on each reduced share shall be the same as it was in the case of the share from which the reduced share is derived.  

12. The Company may, subject to provisions of the Act, cancel shares which, at the date of the passing of such resolution, have not been taken or agreed to be taken by any person and diminish the amount of its share capital by the amount of shares so cancelled, so however that the cancellation of shares shall not be deemed to be a reduction of share capital within the meaning of the Act.  

13. The Company may by special resolution and subject to confirmation by Court/Tribunal reduce its share capital in any way, and in particular without prejudice to the generally of the foregoing power may

a) Extinguish or reduce the liability on any of the shares in respect of share capital not paid up; or

b) Either with or without extinguishing or reducing liability on any of its shares, 
i. cancel any paid-up share capital which is lost or its unrepresented by available assets; or

ii. pay off paid up share capital which is in excess of the wants of the Company and alter is memorandum by reducing the amount of its share capital and of its share accordingly;
c) The Company shall file with the Registrar a copy of such resolution within thirty days of passing of the resolution.

14. The Company may by special resolution vary the rights attached to the shares or any class of shares therein subject to the written consent of the holders of not less than three-fourths in value of the issued shares of that class, sanctioned by a resolution passed at a separate meeting of the holders of those shares and subject to any order passed by the Court on objection, if any, raised against such variation in due course of law.  The directors shall forward a copy of the order of the Court, if any, in this behalf to the Registrar within thirty days of service of the said order on the Company.

15. Every member shall be entitled free of charge to one certificate for all the shares of each class registered in his name.  Every certificate shall specify the name of the person in whose favour the certificate is issued, the shares to which it relates and the amount paid up thereon.  Every share certificate shall be issued under the Seal of the Company, which shall be affixed in the presence of two directors, and the both shall sign such certificate.  Particulars of every share certificate issued shall be entered in the Register maintained in such form as the Board may prescribe, against the name of the person to whom it has been issued indicating the date of issue.  Unless the conditions of issue of any shares otherwise provide, the Company shall within three months after the date of allotment and on surrender to the Company of the letter of allotment, deliver the certificate of shares.  The share certificate shall be delivered to the member or in respect of any share held jointly by several persons to one of the several joint holders, which shall be sufficient delivery to all such holders.

16. If any certificate of any share be surrendered to the Company for a sub-division or consolidation or if any certificate be defaced, torn or worn out or where the cages in the reverse for recording transfers have been duly utilised, then upon surrender thereof to the Company, the Board may order the same to be cancelled and may issue a new certificate in lieu thereof. 

TRANSFER OF SHARES

17. Subject to the restrictions of these Articles, shares shall be transferable, but every transfer must be in writing in prescribed form and must be left at the office, accompanied by the certificate of the shares to be transferred and such other evidence (if any) as the Board may require to prove the title of the intending transferor or his right to transfer the share.

18. Save as aforesaid the following shall apply to the transfer of shares:

a) A member of the Company may transfer a share to his lineal descendent; but save as aforesaid, no share shall be transferred to a person who is not a member of the Company so long as any one is willing to purchase the same at the fair value as hereinafter provided;

b) The member proposing to transfer any shares (hereinafter called the proposing transferor) shall give notice in writing (hereinafter called a transfer notice) to the Company that he/she desires to transfer the same.

c) Within the period of seven days from the receipt of a transfer notice as aforesaid, the Company shall offer to each of the existing members of the Company respectively such number of shares included in the notice as is pro-rata or as nearly as may be to the holding of each member respectively on the footing that if he/she is desirous to purchase any or all of such number of the said shares at the value within fifteen days of the offer be entitled to apply for the purchase and transfer of the same and the Company shall be bound upon payment to the transferor of the fair value of such shares, to transfer the shares to the member applying.

d) In case member or members shall not have applied for the purchase and transfer of any or all of the shares to which he/she is entitled, the Company shall within seven days from the date at which the offer is closed, offer the untaken shares to such of the members as have applied for the purchase and transfer of all of the share to which they were entitled by the terms of the original offer in proportion as the holding of each of such members bear to the total number of shares held by them and they shall be entitled within fifteen days of the offer to apply for the purchase and transfer of a prorata number of the said untaken shares and the Company shall be bound upon payment to the transferor of the fair value of such shares, to transfer the shares to the members applying.

e) The proposing transferor shall be bound to execute a transfer in respect of any shares so sold and in default thereof, shall be deemed to have executed such a transfer.  The Company shall thereupon cause the names of the members who have purchased the shares to be entered in the Register as the holders of such shares and thereafter any person shall not question the validity of the proceedings.

f) In case no member shall apply for any of the shares included in the transfer notice or in case any are untaken after compliance with the foregoing provisions of this Article, the intending transferor shall have the right (which right shall endure for the period of one year from the date of transfer notice) to apply for registration of the transfer of the same and the Company shall be bound to give effect to the transfer of such shares accordingly;

g) For the purpose of this clause, the fair value of the share shall be such sum, if any, as the statutory auditors, for the time being of the Company, shall certify as the fair value thereof provided that it is expressly declared that the fair value shall be (i) the amount of capital paid-up thereon; plus (ii) a sum bearing the same proportion to the value as appearing in the Company’s last balance sheet or any reserve fund or other fund of the Company as the capital paid up on all the shares of the company for the time being issued.

19. If the Company refuses to register the transfer of any share or transmission of any right therein, the Company shall within two months from the date on which the instrument of share transfer or the intimation of transmission and the transferor or to the person giving intimation of the transmission, as the case may be and thereupon the provisions of Section 58 of the Act, or of any statutory modification thereof for the time being shall apply.
TRANSMISSION OF SHARES

20. Neither the Company nor the Directors shall be liable or responsible in any manner whatsoever in consequence of register or giving effect to any transfer of shares made or purporting to be made by an apparent legal owner thereof (as shown or appearing in the register of members) to the prejudice of persons having or claiming any equitable right, title or interest to or in the same shares notwithstanding that the Company may have had notice of such equitable right, title or interest, or notice prohibiting registration of such transfer, and may have entered such notice, or referred thereto in any book of the Company and the Company shall not be bound or required to regard or to attend or to give effect to any notice which may have been, given to it any equitable right, title or interest or be under any liability whatsoever for refusing or neglecting so to do, though it may have been entered or referred to in some book of the Company, but the Company shall nevertheless be at liberty to regard and attend to any such notice and give effect thereto, if the Directors shall so think fit.

ALTERATIONS IN SHARES AND CAPITAL

21. Except so far as otherwise provided by the conditions of issue or by these presents, any capital raised by the creation of new shares shall be considered part of the original capital and shall be subject to the provisions herein contained with reference to the payment of calls and installments, transfer and transmission, forfeiture, lien, voting, surrender and otherwise.

22. The rights conferred upon the holders of the shares of any class issued with preferential or other rights shall not unless otherwise expressly provided by the terms of issue of the shares of that class be deemed to be varied by the creation or issue of further shares ranking pari- passu therewith.
GENERAL MEETING

23. In pursuance to provisions of the Act,   following provisions shall apply:

a) An Annual General Meeting of the Company may be called by giving not less Twenty one days clear notice in writing. All other General Meeting may be convened by giving not less than Twenty one days clear notice in writing. However, Annual General Meeting or any other General Meeting may be called after giving shorter notice if the consent is given in writing or through electronic mode by not less than Ninety-five percent of members entitled to vote such meeting.

b) No person shall be appointed a proxy unless and until he/she is a member of the Company and the instrument appointing a proxy shall be valid if it is received by the Company at least 48 hours before the meeting. 

c) No member shall exercise any voting right in respect of any shares registered in his/her name on which any calls or other sums presently payable by him/her have not been paid, or in regard to which the Company has exercised any right or lien.

d) Two members present in person shall constitute a valid quorum for a General Meeting.
BOARD OF DIRECTORS 

24. Until otherwise determined by a General Meeting and subject to Section 149of the Act, the number of Directors shall not be less than two or more than fifteen, including all kinds of Directors. Among the directors one shall be elected by the Board as chairman of the Board meetings.

25. The first Directors of the Company are:

1. MR. ABC
2. MR.ABCD 
26. No share qualification shall be necessary for any individual, being appointed as a Director in the Company.

27. The Company shall, subject to the provisions of the Act, be entitled to agree with any Government, authority, person, firm or corporation that it or he/she shall have the right to appoint its or his/her nominee on the Board upon such terms and conditions as the Company may prescribe.  Such nominee and its or his/her successor in office shall be called as Nominee Director of the Company.

28. A Nominee Director shall be entitled to hold office until retired by the Government, authority, person, firm, Institution or corporation who may have appointed him and will not be bound to retire by rotation.  As and when a Nominee Director vacates his office, whether upon retirement as aforesaid or by death, resignation or otherwise, the Government, authority, person, firm, Institution or corporation who appointed such Nominee Director may appoint another Director in his place.

29. Every nomination, appointment or removal of a Nominee Director shall be in writing and shall in the case of a Government or authority be under the hand of a secretary to such Government or authority and in the case of a corporation, under the hand of a Director of such corporation duly authorised in that behalf by a resolution of its Board of Directors.  Subject as aforesaid, a Nominee Director shall be entitled to the same privileges and be subject to the same obligations as any Director of the Company.

30. The Board may appoint an alternate Director to any Director to act on behalf of him during his absence for a period of not less than three months from India.  Such appointee while he holds office as an alternate Director shall be entitled to notice of meetings of the Board and to attend and vote thereat accordingly but he shall ipso facto vacate office when the original Director returns to India.
31. Subject to the provisions of the Act, the Board of Directors may, from time to time, appoint any individual/individuals as Additional Director/Directors to the Board, but so that the total number of Directors at any time shall not exceed number fixed by these Articles.  The Additional Director/Directors so appointed shall hold office till the conclusion of the ensuing Annual General Meeting wherein they shall be eligible to be appointed as Director/Directors of the Company.

32. Any vacancy arising amongst the Board of Directors due to death or resignation shall be treated as a casual vacancy.  The Board of Directors shall appoint any other individual as a Director to fill in the causal vacancy so raised.  The Director so appointed shall hold office till the time up to which the Director, in whose place he has been appointed, would have held office if it had not been vacated by him.

33. No Director shall be liable to retire by rotation and a Director shall hold office till he is removed from the office of the Director under Section 169 of the Act or vacates his office under Section 167 of the Act or tenders his resignation to the Board of Directors.
REMUNERATION OF DIRECTORS

34. Until otherwise determined by a General Meeting each or any Director shall receive out of the funds of the Company by way of remuneration or special or extra remuneration or Commission, such sum as the Board may fix from time to time.

35. If any Director be called upon to perform extra services or special exertions or efforts (which expressions shall include work done by a Director as a member of any Committee formed by the Directors) the Board may arrange with such Directors for such special remuneration for such extra service or special exertions or efforts. The Board of directors shall also be eligible for sitting fee of a sum as may be determined by the Board from time to time. 

36. The Board may allow and pay to any Director, who is not a bonafide resident of the place at which a meeting of the Board is held and who shall come to such meetings; such sum as the Board may consider fair compensation or for travelling, boarding, lodging and other expenses, in addition to his fee for attending such meeting as above specified, and if any Director shall be called upon to go out on the Company’s business he shall be entitled to be paid and reimbursed any travelling or other expenses incurred in connection with the business of the Company.

37. The Board may, subject to provisions of the act, from time to time appoint one or more among them as a Managing Director(s) or whole time director(s) of the Company for such period and upon such terms as they think fit and may vest in such Managing director(s) or whole time director(s) such of the powers herby vest in the directors generally as they may think fit such powers may be made exercisable for such periods and upon such conditions and subject to such restrictions and generally upon such terms as to remuneration and otherwise as they may determine. The remuneration of managing director(s) or whole time director(s) may be by way of salary or commission or participation in profits or by any or all of these modes.

38. The Managing Director/ whole time director shall, subject to the general supervision of the Board, have power and authority on behalf of the Company to make all purchases and sales and to enter into all contracts and to do all other things usual, necessary or desirable in the management of the business and affairs of the Company or in carrying out its objects and in particular shall have power to advance money on the security, movable or immovable and generally make advance of such sum or sums of money upon or in respect of or for the purchases of materials, goods, machinery, stores or any other property, articles and things required for the purpose of the Company with or without security and upon terms and subject to such conditions as the Company may deem expedient. However, the consent of the board should be taken in all the above cases either before or after exercise of such powers.

MEETINGS OF THE BOARD OF DIRECTORS

39. Subject to the provisions of Section 173 of the Act, Every Company shall hold the first meeting of the Board of Directors within thirty days of the date of incorporation and thereafter hold a minimum number of four meetings of its Board of Directors every year in such a manner that not more than one hundred and twenty days shall intervene between two consecutive meetings of the Board.  

40. All the decisions, which are to be taken in the meeting of the Board of Directors, shall be supported by a valid resolution passed at a duly constituted meeting of the Board of Directors.  No such resolution is said to have been passed until and unless consented by majority of the Directors present at the meeting.

41. Subject to the provisions of Section 174 of the Act, the quorum for the meeting of the Board of Directors shall be one-third of its total strength or two Directors whichever is higher and the participation of the directors by video conferencing or by other audio visual means shall also be counted for the purposes of the quorum.
POWERS AND DUTIES OF DIRECTORS

42. The powers and responsibilities of the Directors of the Company shall be laid down in the Act and in Table “F” thereof except in so far as they stand modified by these Articles.

43. The Directors may enter into any contract or incur any obligation and vary all such contracts and obligations and execute and do all such acts, deeds and things in the name and on behalf of the Company as they may consider expedient in respect of any matter which under these presents or in accordance with the law the Directors may carry out or perform or do for the purpose of the Company.

44. The Board of Directors may from time to time raise or borrow any sums of money for and on behalf of the Company from members, other individuals, firms, companies, banks, financial institutions or any other bodies or they themselves may advance money to the Company on such terms and conditions as may be approved by them in a meeting of the Board of Directors.

45. The Board of Directors may, from time to time, on approval in a meeting of Board of Directors, secure the payment of such moneys borrowed in such manner and upon such terms and conditions as they think fit and in particular by issue of debentures of the Company or by creating mortgage or charge on all or any part of the assets, properties and uncalled capital of the Company for the time being.
ACCOUNTS AND AUDIT

46. The Company shall cause to be kept proper books of account at the Registered Office and/or at such other place/places, as the Directors think fit in accordance with Section 128 of the Act.

47. The Auditor of the Company shall be appointed and their remuneration shall be fixed, their rights and duties and liabilities shall be regulated, their qualification and disqualification shall be in accordance with provisions of Section 139 to 147 of the Act.
DIVIDENDS AND RESERVES

48. The Company in General Meeting may declare dividend and no such dividends shall exceed the amount recommended by the Directors.

49. The Board of Directors may from time to time pay to the member’s interim dividend as appear to the Directors to be justified by the profits of the Company. 

50. The Board of Directors may before recommending any dividend set aside out of the profits of the Company such sum as they think fit as reserve/reserves which shall be at the discretion of the Board be applicable for any purpose to which the profits of the company be properly applied including provision for meeting contingencies or for equalising dividends and pending such application may at the discretion either be employed in their business of the Company or be invested in such investments other than shares of the Company as the Board may from time to time think fit.

CAPITALISATION OF PROFITS

51. The Company in a general meeting may, upon the recommendation of the Board resolve:

i) That it is desirable to capitalise any part of the amount for the time being standing to the credit of any of the Company’s reserve accounts or to the credit of profit and loss account or share premium account or otherwise available for distribution; and

ii) That such sum is accordingly set free for distribution in the manner specified in clause (2) of Article 53 amongst the members who would have been entitled thereto, if distributed by way of dividend and in the same proportions.

52. The sum aforesaid shall not be paid in cash but shall be applied, subject to the provisions contained in clause (3) of Article 53 either in or towards:

i) Paying up any amounts for the time being unpaid on any shares held by such members respectively;

ii) Paying up in full, unissued shares or debentures of the Company to be allotted and distributed, credited as fully paid up, to and amongst such members in the proportions aforesaid; or

iii) Partly in the way specified in sub-clause (i) and partly in that specified in sub-clause (ii).

53. A share premium account and a capital redemption reserve fund may, for the purposes of this regulation, only be applied in paying up of unissued shares to be issued to members of the Company as fully paid bonus shares.

1) Whenever such a resolution as aforesaid shall have been passed, the Board shall:

Make all appropriations and applications of the undivided profits resolved to be capitalised thereby and all allotments and issues of fully paid shares or debentures, if any; and generally do all acts and things required to give effect thereto.

2) The Board shall have full power:

To make such provision, by the issue of fractional certificates or by payment in cash or otherwise as it thinks fit, in the case of shares or debentures, becoming distributable in fractions; and also to authorise any person to enter, on behalf of all the members entitled thereto, into an agreement with the Company providing for the allotment to them respectively, credited as fully paid up, of any further shares or debentures to which they may be entitled upon such capitalisation or for the payment of by the Company on their behalf, by application thereto of respective proportion of the profits resolved to be capitalised, of the amounts or any part of the amounts remaining unpaid on the existing shares.

3) Any agreement made under such authority shall be effective and binding on all such members.

SEAL

54. The Board shall provide for the safe custody of the seal which shall not be affixed to any instrument except by the authority or a resolution of the Board and except in the presence of at least one Director who shall be countersigned by another Director, Secretary or some other person appointed by the Board.

55. Save as otherwise expressly provided by the Act a document or proceeding requiring authentication by the Company may be signed by a Director or the Manager or the Secretary or other authorised officer of the Company and need not be under its company seal.
INDEMNITY

56. Subject to the provisions of the Act, Every officer of the Company shall be indemnified out of the assets of the Company against any liability incurred by him in defending any proceedings, whether civil or criminal, in which judgment is given in his favour or in which he is acquitted or in which relief is granted to him by the court or the Tribunal.

SECRECY

57. Every Director, Manager, Auditor, Treasurer, Trustee, Member of a Committee, Officer, servant, agent, accountant or other person employed in the business of the Company shall, if so required by the Board, before entering upon the duties, sign a declaration, pledging himself to observe a strict secrecy respecting all transactions and affairs of the Company with its customers and the state of the accounts with individuals and in matters relating thereto, and shall by such declaration, pledge himself not to reveal any of the matters which may come to his knowledge in the discharge of his duties except when required so to do by the board or by laws or by the person to whom such matters relate and except so far as may be necessary in order to comply with any of the provisions in these presents contained.

58. No member shall be entitled, except to the extent expressly permitted by the Act or these Articles, to enter upon the property of the Company or to require discovery of or any information respecting any detail of the Company’s trading or any matter which is or may be in the nature of a trade secret, mystery of trade or secret process which may relate to the conduct of the business of the Company and which in the opinion of the Directors, it will be inexpedient in the interest of the members of the Company to communicate to the public.

WINDING UP

59. a) Subject to the provisions of the Act, if the Company shall be wound up whether voluntarily or otherwise the liquidator may with the sanction of a special resolution divide among the contributors in specie or kind any part of the assets of the Company and may with the like sanction vest any part of the assets of the Company in Trustees upon such trusts for the benefit of the contributors or any of them as liquidator, with the like sanction, shall deem fit.

b) If thought expedient, any such division may be otherwise than in accordance with the legal rights of the contributors (except where unalterably fixed by the Memorandum of Association) and in particular any class may be given  (subject to the provisions of the Act) preferential or special rights or may be excluded altogether or in part, but in case any division otherwise than in accordance with the legal rights of the contributors shall be determined on any contributory who would be prejudiced thereby shall have the rights, if any, to dissent if such right be given by the Act.

c) In case any of the shares to be divided, as aforesaid, in case a liability to calls or otherwise any person entitled under such division to any of the said shares may, within ten days after the passing of the resolution, by notice in writing direct the liquidator to sell his proportion and pay him the net proceeds, and the liquidator shall if practicable, act accordingly.
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