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General things to be known, to gain command over Company Law:
1. English
2. Understanding the language of Law
3. Proper interpretation of the same

English:
It’s easy to read any article or novel written in English. But the way law is to be read is totally different.
Law is written in a confusing manner. The general words are given lot of weightage in any law.

Let me tell you a story:

“Amar and Akbar were good friends in their hometown. They used to share everything they earn. One day, Akbar challenged Amar to get Mangoes for Rs 10 per Kg. If he succeeds in doing so, Amar would be entitled to Rs.5 or 5 Mangoes. If he fails, Akbar would get Rs.5 and 5 Mangoes”

After having read the story, we come to the decision that, Amar will get Rs. 5 and 5 mangoes if he wins, or he has to forego Rs.5 and 5 mangoes. But we overlooked the grammar hidden in the sentence. A second reading would make us clear that, Amar would get Rs.5 OR 5 mangoes. Whereas, Akbar would get both Rs.5 and 5 Mangoes. The hidden words are “OR” & “And”.

Let us read the provisions of Sec 274(1)(g)(A)&(B) of the Companies act, 1956:-
A person shall not be capable of being appointed director of a company, if-
(g) such person is already a director of a public company which,-
(A) has not filed the annual accounts and annual returns for any continuous three financial years commencing on and after the first date of April, 1999
or
(B) has failed to repay its deposit or interest thereon on due date or redeem its debentures on done date or pay dividend and such failure continues for one year.



Here, the word
“AND” is used in Sec 274(1)(g)(A)
“OR” is used in Sec 274(1)(g)
As per the provisions of Sec 274(1)(g)(A) , A director is disqualified to be a director of the public company, if such a company has not filed BOTH the Annual returns and Annual Accounts for a continuous period of 3 years.
As per the provisions of Sec 274(1)(g) , either of the two sub clauses i.e 274(1)(g)(A ) OR 274(1)(g)(B) are sufficient to attract the disqualification.
To remember easily, have put it mathematically, 
Sec 274(1)(g) = Sec 274(1)(g)(A) / Sec 274(1)(g)(B)
Sec 274(1)(g)(A) = (Annual accounts + Annual returns)x3

*******

Basic concepts before you read the Sections of Company law.

· Sec 274,283,284,255,256
All the sections look alike. 
· Sec 274 speaks about Disqualification of Directors
· Sec 283 ---------------- Vacation of Directors
· Sec 284 ---------------- Removal of Directors
· Sec 255/56 ------------ Retirement of Directors

The basic idea that should strike in our mind is Sec 274 attracts BEFORE the director is appointed as a Director of the Company. Rest of the sections applies AFTER his appointment.
· Sec 295 & 372A
· Sec 295 – Loans to the Director
· Sec 372A – Inter Corporate Loans


Sec 295 speaks about Loans GIVEN by the Company to the Directors. But does not cover loans RECEIVED by the company from the directors. 

Sec 372A is confused by the students on either side. i.e Loan given by :-
a) Company to Company 
b) Body Corporate to Body Corporate
c) Directors to Company
The main thing that strikes in our mind are, since the subject is company law, the law speaks only about the Company. And as read earlier in Sec 295, we misunderstand that if Sec 295 is for Company to Directors, Sec 372A would be for Directors to Company. 
But Sec 372A speaks about the loans given by a Company to the Body Corporate.
Receiver SHOULD be a Company
Giver MAY be a Body Corporate.

· Sec 316, 372A & 386

Sec 316 – Appointment of Managing Director in More than 2 companies
Sec 372A – Inter Corporate Loans & Advances
Sec 386 - Appointment of Manager in More than 2 companies

In all the above 3 conditions, Unanimous approval from Board is required.

