Notes on Section 25 :

Section not applicable to Section 25 Companies:

	Provision of Act
	Title of Provision and summary of Section / sub - section.
	Extent of exemption

	2 (45)
	Definitions :
"secretary" means a Company Secretary within the meaning of clause (c) of sub-section (1) of section 2 of the Company Secretaries Act, 1980 (56 of 1980) and includes any other individual possessing the prescribed qualifications and appointed to perform the duties which may be performed by a secretary under this Act and any other ministerial or administrative duties.

	In so far as it required the appointment of an individual to perform the duties which may be performed by a secretary under the said Act and any other ministerial or administrative duties only if he possesses the prescribed qualifications.

	147
	Keeping of books of account

	The Whole

	160(1)(aa)
	Annual return to be made by company not having a share capital : 
(1) Every company not having a share capital shall, within[sixty] days from the day on which each of the annual general meeting referred to in section 166 is held, prepare and file with the Registrar a return stating the following particulars as they stood on that day:-
(aa) the names of members and the respective date on which they became members and the names of persons who ceased to be members since that date of the annual general meeting of the immediately preceding year, and the dates on which they so ceased
	The Whole


	166(2)
	Annual general meeting :
Every annual general meeting shall be called for a time during business hours, on a day that is not a public holiday, and shall be held either at the registered office of the company or at some other place within the city, town or village in which the registered office of the company is situate
	The Whole, provided that the time, date and place of each annual general meeting are decided upon before hand by the Board of Directors having regard to the directions, if any, given in this regard by the company in general meeting.

	171(1)
	Length of Notice For Calling Meeting :
A general meeting of a company may be called by giving not less than twenty-one days' notice in writing.

	A general meeting may be called by giving a notice in writing of not less than 14 days.

	193
	Minutes of proceedings of general meetings and of Board and other meetings.

	Minutes may be recorded within 30 days of the conclusion of every meeting in case of companies where the articles of association provide for confirmation of minutes by circulation. 

	209 ( 4A )
	Books of account to be kept by company :
(4A) The books of account of every company relating to a period of not less than eight years immediately preceding the current year [together with the vouchers relevant to any entry in such books of account] shall be preserved in good order

	Books of account relating to a period of not less than four years immediately proceeding the current year shall be preserved.

	219
	Right of members to copies of balance sheet and auditors’ report.
	Documents referred to in sub – clause (1) may be sent to member not less than fourteen days before the date of the general meeting instead of 21 days.

	257
	Right of persons other than retiring directors to stand for directorship

	Shall not apply to Companies whose article provide for election of Directors by ballot.


	259
	Increase in number of directors to require Government sanction

	The Whole

	264(1)
	Consent of candidate for directorship to be filed with the company and consent to act as director to be filed with the Registrar :
Every person [other than a director retiring by rotation or otherwise or a person] who has left at the office of the company a notice under section 257 signifying his candidature for the office of a director) proposed as a candidate for the office of a director shall sign, and file with the company, his consent in writing to act as a director, if appointed
	The Whole

	280
	Repealed : Age Limit

	The Whole

	282
	Repealed : Duty Of Director To Disclose Age

	The Whole

	285
	Board to meet at least once in every three calendar months
	Shall apply only to the extent that the Board of Directors, Executive Committee or Governing committee of such companies shall hold at least one meeting within every six calendar months.

	287
	Quorum for meetings
	Shall apply only to the extent that the quorum for the Board Meeting shall be either eight members or ¼ th of its total strength whichever is less provided the quorum shall not be less than two members in any case.

	292
	Certain powers to he exercised by Board only at meeting:
(c) the power to borrow moneys otherwise than on debentures;

(d) the power to invest the funds of the company; and

(e) the power to make loans 

	Matters referred to in clauses (c), (d), (e) of sub – section (1) may be decided by Board by circulation instead of at a meeting.


	299
	Disclosure of interest by director
	Shall apply only to cases to which sub- sections (1) and (3) of section 297 apply ( Note :1 )

	301
	Register of contracts, companies and firms in which directors are interested.


	A register shall be maintained only of contracts to which sub-section (1) and (3) of Section 297 apply
( Note :1 )

	303(2)
	Register of contracts, companies and firms in which directors are interested :
Particulars of every such contract or arrangement to which section 297 or, as the case may be, sub-section (2) of section 299 applies, shall be entered in the relevant register aforesaid-

(a) in the case of a contract or arrangement requiring the Board's approval, within seven days (exclusive of public holidays) of the meeting of the Board at which the contract or arrangement is approved,

(b) in the case of any other contract or arrangement, within seven days of the receipt at the registered office of the company of the particulars of such other contract or arrangement or within thirty days of the date of such other contract or arrangement whichever is later,

and the register shall be placed before the next meeting of the Board and shall then be signed by all the directors present at the meeting.


	The Whole


Note: 1

Sec 297 (1) & (3)

Board's sanction to be required for certain contracts in which particular directors are interested:

(1) Except with the consent of the Board of directors of a company, a director of the company or his relative, a firm in which such a director or relative is a partner, any other partner in such a firm, or a private company of which the director is a member or director, shall not enter into any contract with the company-

(a) for the sale, purchase or supply of any goods, material or services; or

(b) after the commencement of this Act, for underwriting the subscription of any shares in, or debentures of, the company:

1[Provided that in the case of a company having a paid-up share capital of not less than rupees one crore, no such contract shall be entered into except with the previous approval of the Central Government.]

(3) Notwithstanding anything contained in sub-sections (1) and (2) a director, relative, firm, partner or private company as aforesaid may, in circumstances of urgent necessity, enter, without obtaining the consent of the Board, into any contract with the company for the sale, purchase or supply of any goods, materials or services even if the value of such goods or cost of such services exceeds five thousand rupees in the aggregate in any year comprised in the period of the contract; but in such a case, the consent of the Board shall be obtained at a meeting within three months of the date on which the contract was entered into.
· Certain special exemptions are also provided by section 263- A

The provision of the Act relating to voting by show of hands (Sec 177)

· Retirement of directors by rotation ( Sec 255 and 256 ), and 
· Appointment of Director by individual voting ( Sec 263 )

· Are not apply to companies coming under this section

· Exemption from provision of Sec 255 and 256

These provisions relate to retirement of directors by annual rotation and filing of vacancies. Section 25 companies can be exempted from the application of these provisions.
It has been held that the grant of such exemption should normally be express and that only in rare cases it would be inferred by necessary implication.
The article of the company in this cases provide for election of committee once in five years. 
The articles were approved by the Central Government and the approval was incorporated in the licence itself.
· Advantages of Section 25 Companies

Licence to drop the word “ Limited “ as the last word of the name of the company and yet enjoy the protection of limited liability is an advantage to the company in itself.
That is why this privilege is confirmed to companies which would not distribute their profits among members. 
This prviliges is frequently used by bodies which pursue charitable object as identified in the section.
Other associations, like chambers, clubs, etc. also make use of this privilege.
All the advantages of incorporation are enjoyed by such bodies and yet they are free from indicting through their name that they are incorporated as limited liability. 
Their officers and members enjoy immunity from personal liability.
Admission to membership is generally controlled through the decision of the governing body and through the membership of the governing body is through election, the right to contest may be given only to a member who makes a donation. 
Section 25 companies are exemptions from the operative provisions of the Companies Act.
The Central Government has been vested with the power to grant exemption.
· Secretarial Practice Notes:
If the had licence issued under Sec 25, check that:
(i) the company had not applied its profit or income by way of dividend to its members:

(ii) the company had not altered object clause of memorandum ; without prior approval of the Regional Director ( This is in addition to the provision of Section 17 ) ;

(iii) conditions of licence complied with ;

(Also see Regulation 3 to 14of the Companies Regulation, 1956) Extent of exemptions from the provisions of the Companies Act for such companies.

Document Involved: 

1) Annual Report

2) Memorandum and Articles

3) Mi9nutes of Board / Committee / General Meeting

4) Licence issued by Regional Director.


