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1)Definejointstockcompany?

Acompanyorassociationconsistingofindividualsorganizedto

conductabusinessforgainandhavingajointstockofcapitalrepresentedby

sharesownedindividuallybythemembersandtransferrablewithouttheconsentof

thegroup.

2)Whatismemorandum ofassociation?

Thememorandum ofassociationorMOA ofacompanydefinesthe

constitutionandthescopeofpowersofthecompany.Insimplewords,theMOAisthe

foundationonwhichthecompanyisbuilt.Inthisarticle,wewilllookatthelawsand

regulations thatgovern the MOA.Also,we willunderstand the contents ofthe

memorandum ofassociationofacompany.

3)Whatismeantbycertificateofincorporation?

A certificate ofincorporation is a legaldocumentrelating to the

formationofacompanyorcorporation.InU.S.,thecertificateofincorporationformsa

majorconstituentpartofthe constitutionaldocuments ofincorporation.Itis a

documentproducedbyanewlyorganizedcorporateentityandsubmittedtoastate

officeforregistrationpurposesandthisdocumentofficiallyindicatesthecorporation’s

existence.Sincetherequirementsforcertificateofincorporationarecreatedbystate

laws,itcanvaryfrom statetostate.

4)Whatisstatementinlieuofprospectus?

A statementin lieu ofprospectusis defined as a publicdocument

preparedinthesecondscheduleofcompaniesordinancebyeverysuchpubliccompany

whichdoesnotissueaprospectusonitsformationbyfilingwiththeregistrarbefore

allotmentorsharesofdebentures,andsignedbyeverypersonwhoisnamedtherein.

5)Whatdoyoumeanbycumulativepreferenceshares?

Atypeofsharethatgivesitsownertherighttoreceiveasetamountof

moneyasadividend.Ifthismoneycannotbepaidintime,itmustbepaidlater,and

beforeanymoneyispaidtoownersofordinaryshares.Theholdersofcumulative

preferencesharesareentitledtorecoverthearrearsofpreferencedividendbeforeany

dividendispaidonequityshares.



6)Definedebentures?

Adebentureisoneofthemosttypicalformsoflongterm loansthata

companycantake.Itisnormallyaloanthatshouldberepaidonaspecificdate,but

somedebenturesareirredeemablesecurities.Themajorityofdebenturescomewitha

fixedinterestrate.Thisinterestmustbepaidbeforedividendsarepaidtoshareholders.

7)Whatisstatutorymeeting?

Itisthefirstmeetingoftheshareholdersofapubliccompanyhavingshare

capitalandisheldonceinthelifetimeofacompany.Aprivatelimitedcompanyanda

companylimitedguaranteenothavingsharecapitalneednotholdastatutorymeeting.

8)Whatismeantbyordinaryresolution?

In business orcommerciallaw in certain common law jurisdictions,an

ordinaryresolutionisaresolutionpassedbytheshareholdersofacompanybyasimple

orbaremajorityeitherataconvenedmeetingofshareholdersorbycirculatinga

resolutionforsignature.

9)Whatdoyoumeanbywindingupofacompany?

Winding up istheprocessofdissolving a company.Whilewinding up,a

companyceasestodobusinessasusual.Itssolepurposeistoselloffstock,payoff

creditors,anddistributeanyremainingassetstopartnersorshareholders.

10) Whatiscreditorsvoluntarywindingup?

Voluntarywindingupbycreditorstakesplacewhenaccompanybecomes

insolventandisunabletodischargeitsliabilities.Tocarryoutvoluntarywindingupof

privatelimitedcompanyprocedure,ameetingneedstobecalledwherearesolutionis

passedtocarryoutwindingupprocedureofthecompany.

11) Definepromoters?

Apromoterisanindividualororganizationthathelpsraisemoneyforsometypeof

investmentactivity.Promotersmayraisemoneyforacompanybyofferinginvestment

vehiclesotherthantraditionalstocksandbonds,suchaslimitedpartnershipsanddirect

investmentsactivities.Often,promotersarepaidincompanystockorasapercentage

ofthecapitalraised.



12) Whatisprivatecompany?

A privatecompanyisafirm heldunderprivateownership.Private

companiesmayissuestockandhaveshareholders,buttheirsharesdonottradeon

publicexchangesandarenotissuedthroughaninitialpublicoffering(POC).Ingeneral,

thesharesofthesebusinessesarelessliquidandtheirvaluationsaremoredifficultto

determine.

13) Whatismeantbyarticlesofassociation?

Thedocumentthatspecifiestheregulationsforacompany’soperations

anddefinesthecompany’spurpose.Thedocumentlaysouthow tasksaretobe

accomplishedwithintheorganization,includingtheprocessforappointingdirectors

andthehandlingoffinancialrecords.

14) Defineprospectus?

Aprospectusisaformaldocumentthatisrequiredbyandfilledwiththe

SecuritiesandExchangeCommission(SEC)thatprovidesdetailsaboutaninvestment

offeringforsaletothepublic.Aprospectusisfilledforstock,bondandmutualfund

offerings.A prospectusisusedtohelpinvestorsmakemoreinformedinvestment

decision.

15) Whatismeantbyredeemablepreferenceshares?

Redeemablepreferencesharesaretypeofpreferenceshare.A company

issuesthem toshareholdersandlaterredeemsthem.Thismeansthecompanycanbuy

backthesharesatalaterdate.Non-redeemablepreferencesharesdoexist,although

companiescannotredeem them.

16.Whatisfixedcharges?

Achargeisfixedwhenitismadespecificallytooverdefiniteanascertainedassets

ofpermanentnaturesuchasland,building,orheavymachinery.Afixedchargepasses

legaltitletocertainspecificassetsandthecompanyretainslosestherighttodispose

ofthepropertyunencumbered,thoughthecompanyretainspossessionoftheproperty.

17.Whatismeantbyextraordinarygeneralmeeting?



Allgeneralmeetingsofacompanyotherthanannualgeneralmeetingsandstatutory

meetingsarecalledextraordinarygeneralmeeting.Thesemeetingsarecalledin

emergenciesoronspecialoccasions.Theyareconvenedwhenitisfoundnecessaryto

transactcertainbusinesswhichcannotbepostponeduntiltheconductofnextannual

generalmeeting.Allbusinessestransactedatanextraordinarygeneralmeetingare

deemedtobespecialbusiness,ofwhichnoticehasbeendulygivenbeforehand.

Alterationofthememorandum andarticlesofthecompany,increase,ordecreaseofthe

sharecapitalorreorganizationofcapitalarecertainsituationswhereanextraordinary

generalmeetingcalledfor.

18.Whatisspecialresolution?

Aresolutionshallbeaspecialresolutionwhenthevotescastinfavorofthe

resolutionbythememberspresentinpersonor,whereproxiesareallowed,byproxy,

arenotlessthanthreetimesthenumberofvotes,ifany,castagainsttheresolutionand

theintentiontoproposetheresolutionasaspecialresolutionhasbeendulyspecifiedin

thenoticecallingthemeeting.Inotherwords,thisisaresolutionpassedbyamajority

ofatleast75percentofthevotesofmemberspresentinpersonorbyaproxyanda

mentionofthefactthattheresolutionshallbepassedasaspecialresolutionmust

havealreadybeenmadeinthenoticeofthemeetingandthenoticeshouldhavebeen

dulygivenatleasttwenty-onedaysbeforethedateofthemeeting.

19.Whatismeantbymember’svoluntarywindingup?

Thisismostcommonmodeofwindingup,whereacompanyiswoundupbythe

membersorcreditors,withoutanyinterferenceofthetribunal.Involuntarywindingup,

themembersandcreditorsareleftfreetosettletheiraffairswithoutgoingtothe

tribunal,theymayalsoapplytothetribunalfordirectionsororders,ifandwhen

necessary.

20.Defineunlimitedcompany.

Unlimitedcompanymeans,acompanynothavinganylimitontheliabilityofits

members.Anunlimitedcompanymayormaynothaveasharecapital.Ifithasashare

capital,itmaybeapubliccompanyoraprivatecompany.Ifthecompanyhasashare

capital,thearticlesshallstatetheamountofsharecapitalwithwhichthecompanyisto

beregistered.Thearticlesofanunlimitedcompanyshallstatethenumberofmembers

withwhichthecompanyistoberegistered.



21.Defineshare.

Thecapitalofacompanyisdividedintosmallunitsandeachunitsisknownasa

share.Section2(84)oftheCompaniesActdefinesshare“asashareinthesharecapital

ofacompany,andincludesstock,exceptwhendistinctionbetweenstockandshareis

expressedorimplied”.

22.Whatismeantbyconvertibledebentures?

Thesedebenturescanbeconvertedintosharesofthecompanyontheexpiryofpre-

decidedperiod.Thetermsandconditionsofconversionaregenerallyannouncedatthe

timeofissueofdebentures.

23.Definemeeting.

Acompanymeetingmaybegenerallydefinedasagatheringorassemblyorgetting

togetherofanumberofpersonsfortransactinganylawfulbusiness.However,every

gatheringorassemblydoesnotconstituteameeting.Acompanymeetingmayalsobe

defineasanassemblyofpeopleforalawfulpurposeorthecomingtogetherof at

leastaquorum ofmembersinordertotransacteithertheordinaryorspecialbusiness

ofthecompany.Acompanymeetingmustbeconvenedandheldinperfect

complianceswiththevariousprovisionsoftheactandtherulesframedthereunder.

24.Whatisdoctrineofultravires?

TheobjectclauseoftheMemorandum ofthecompanycontainstheobjectforwhich

forwhichthecompanyisformed.Thecompanyisauthorizedtodoallsuchactivities

whichareessentialforattainmentofsuchobjects.Anactofthecompanymustnotbe

beyondtheobjectsclause,andtheauthorityenvisagedinthecompaniesact,otherwise

itwillbeultravires.Ultrameans‘beyond’andviresmeans‘powers’.Theterm ultravires

acompanymeansthatdoingoftheactwhichisbeyondthelegalpowerandauthorityof

thecompany.Anultraviresactisvoidandcannotberatifiedevenifthedirectorswish

toratifyit



25.Whatisproxy?

Aproxyisanagentlegallyauthorizedtoactonbehalfofanotherpersonoraformat

thatallowsaninvestortovotewithoutbeingphysicallypresentatthemeeting.

Shareholdersnotattendingthemeetingmayvotetheirsharesbyproxybyallowing

someoneelsetocastvotesontheirbehalf,ortheymayvotebymail.Aproxyshould

reportatcompany’sofficebefore48hoursofthecommencementofthemeeting.

26.Whatismeantbysharecapital?

Capitalmeansthemoneybeinginvestedtostartanewbusinessortobuythe

existingbusinessforothers.Incaseofajointstockcompany,theterm ‘sharecapital’

refersttheamountofcapitalraised,ortoberaised,bythewayofissueofsharesby

thecompany.Thevarioustermspertainingtocapitalofacompanydenotetothe

following:

 Authorizedcapital

 Issuedcapital

 Subscribedcapital

 Calledupcapital

 Paidupcapital

 Reservecapital.

27.Whatismeantbydoctrineofconstructivenotice?

Section399oftheCompaniesAct,2013,providestheinspection,production,and

evidenceofdocumentskeptbyRegistrar.Itprovidesthatthememorandum andarticles

whenregisteredwithRegistrarofCompaniesbecomepublicdocumentandthenthey

canbeinspectedbyanyoneonpaymentofanominalfee.Therefore,anypersonwho

contemplatesenteringintoacontractwiththecompanyhasthemeansofascertaining

andisthuspresumedtoknowthepowersofthecompanyandtheextenttowhichthey

havebeendelegatedtothedirectors.Inotherwords,everypersondealingwiththe

companyispresumedtohavereadthesedocumentsandunderstoodthem intheirtrue

perspective.Thisisknownasdoctrineofconstructiveultravires.



28.Whoisacompanysecretary?

AcompanysecretarymeansapersonwhoisamemberoftheInstituteofCompany

SecretariesofIndia.Secretarymeansanyindividualpossessingtheprescribed

qualifications,appointedtoperform thedutieswhichmaybeperformedbyasecretary

underthisActandanyotherministerialoradministrativeduties.

29.Whatismeantbyasharewarrant?

Asharewarrantistherighttopurchasethesharesofastockatacertainpriceand

withinastipulatedtimeperiod.Itexpiresafteracertainpointoftimeiftheinvestor

doesnotexercisethem.However,theholderofhastherighttodenythepurchasethat

isheisnotlockedintopurchasethestock.

30.Whatismeantbyforgedtransfer?

Aninstrumentinwhichthesignatureofthetransferorisforgediscalledforged

transfer.Itisanulltransferanddoesnotconferanytitle.Itissobecauseincaseof

forgerythereisnotmerelyanabsenceoffreeconsentbutthereisnoconsentatall.

5Marks

1.Whatisonepersoncompany?

Ans:OPCisaoneshareholdercorporateentity.One-personcompanyinthelegal
system isamovethatwouldencouragecorporatizationofbusinessand
entrepreneurship.Severalcompaniesoftodayarewhollyownedsubsidiariesofparent
companies.Thereasonforhavingsuchcompanyisforinsulatingtheresources,
liabilities,incomesandexpensesfrom asegmentofthebusinessintoacorporateshell.

Aspersection2(62),“Onepersoncompany”meansacompanywhichhas

onlyonepersonasamember.Tuememorandum ofacompanyshallstatethelast

lettersandwordOPCLimitedinthecaseofaOnepersonlimitedcompany.The

memorandum ofaOnepersonCompanyshallindicatethenameofthepersonwho

shall,intheeventofthesubscriber’sdeath,disabilityorotherwise,becomethemember

ofthecompany.



Theprovisionpertainingtomeetings,includingannualgeneralmeetingsare

exemptedbylawitself.Thistypeofcompanycanhaveonlyonedirector,inwhichcase

directors’meetingsalsobecomenon-mandatory.

2.Explaincompanylimitedbyguarantee.

Ans:“Companylimitedbyguarantee”meansacompanyhavingtheliabilityofits

memberslimitedbythememorandum tosuchamountasthemembersmay

respectivelyundertaketocontributetotheassetsofthecompanyintheeventofbeing

woundup.Thesetypesofcompaniesmayormaynothaveasharecapital.Each

memberpromisestopayafixedsum ofmoneyspecifiedintheMemorandum,inthe

eventofliquidationofthecompany.Theamountpromisedbyeachmemberiscalled

‘Guarantee’.

TheArticleofAssociationofthecompanystatethenumberofmemberswith

whichthecompanyistobecompanystatethenumberofmemberswithwhichthe

companyistoberegistered.Suchacompanyiscalledacompanylimitedbyguarantee.

Theamountlotguaranteeofeachmemberisinthenatureofreservecapital.

Thisamountcannotbecalledupon,exceptintheeventofwindingupofacompany.

Non-tradingornon-profitcompaniesformedtopromoteculturearegenerallyformedas

companieslimitedbyguarantee.

3.DifferencebetweenMemorandum andArticlesofAssociations

MEMORANDUM OFASSOCIATION ARTICLESOFASSOCIATION

Memorandum ofassociationisthecharter

ofthecompanyanddefinesthescopeof

itsactivities.

AnArticlesofassociationofthecompany

isadocumentwhichregulatestheinternal

managementofthecompany.

Itdefinestherelationofthecompanywith

therightsofthemembersofthecompany

andestablishestherelationofthe

companywiththemembers.

Thesearetherulesmadebythecompany

forcarryingouttheobjectsofthe

companyassetoutinthememorandum.



Itcannotbealteredexceptinthemanner

andtotheextent.

Itisasupremedocumentofthecompany.

Thearticlesbeingonlythebye-lawsofthe

companycanbealteredbyaspecial

resolution.

Articlesaresubordinatetothe

memorandum.Theycannotalteror

controlthememorandum.

Acompanycannotdepartfrom the

provisionscontainedinitsmemorandum,

andifitdoes,itwouldbeultra-viresthe

company.

Anythingdoneagainsttheprovisionsof

articles,butwhichisintra-viresthe

memorandum canberatified.

Itstatesforwhatitisformed. Itstateswhatshouldbedone.

4.Whataretheadvantagesofthecompanies?

Ans:1.LimitedLiability:

Themajoradvantageofcompanyform oforganizationisthat,the

liabilityofthemembersofthelimitedcompanyislimitedtotheparvalueoftheshares

heldbythem.Thatis,theshareholdersofacompanyhavealimitedorcappedliability

forthedebtsofthebusiness.

2.Itiseasytostartacompany:

Itisnowveryeasytostartalimitedcompanyanditcanallbedone

online.GonearethedaysofwaitingfordaystogetherforRegistrarofcompaniesto

processthepaperwork.Butnowyoucanstartalimitedcompanyinjustafewhours.

Thecostofincorporatingisanallowableexpenseagainstcorporationtax.

3.Ithasseparatelegalentity:

Alimitedcompanyhasseparatelegalidentity.So,thirdparties

contractwiththecompanyandnotwiththeindividualdirectorsandshareholders,which

means,companiessurvivethedeathoftheownersanditispossibleforthedirectors



andshareholdersinvolvedwiththecompanytochangeovertime.

4.ProjectcostandRiskFactors:

Forentrepreneursgoingforhi-techorhighcapitaloutlayprojects,itis

alwaysadvantageoustogoinforacompanyform oforganization.Wherethefinancial

stageinvolvedishigh,itisfoundthatbanksandfinancialinstitutionswhilesanctioning

financialassistance,insistonhavingaprivatelimitedcompany.

5.Easytransferability:

Sharesinacompanyareeasilytransferable,subjecttotherestrictions

mentionedintheArticlesofAssociation.Noconsentoftheothermembersisrequired

forsuchtransfers.Thishelpstheshareholderstorealizetheirinvestmentsatany

moment.

6.Exitfrom business:

Whereitisproposedtosellthebusinessasgoingconcernallthatis

requiredistotransfertheentireshareholdingtothepurchaserandthusfacilitateeasy

changeinmanagementandownership.ThiswillsavelikeandmoneyofthePromoters.

Hugeamountofstampdutyissaved.

5.Explaincharacteristicsofacompany?

Ans:1.AVoluntaryAssociation:

Acompanyisavoluntaryassociationofaperson.Agroupofpersons,

whohavecommonobject,joinandform anassociationinordertodirecttheirefforts

towardsachievementoftheircommongoal.Theinitiativeisbeingtakenbypersons

whoarewillingtocontributetothecommonfundinordertoachievetheircommonend.

2.IncorporatedAssociation:

Acompanymustbeincorporatedundertheprevalentcompaniesact.

Thelawrelatingtocompaniesin9ndiaiscontainedinthecompaniesact19556as

amendedfrom timetotime.Anassociationofpersonsregisteredunderthecompanies

actiscalledasjointstockcompanies.

3.Artificiallegalperson:

Acompanyisanartificialpersoncreatedbylaw.Ithasnophysical

bodyorsoullikehumanbeing,butenjoyscertainlegalrightsconferredonitbylaw.Itis

invisibleandexistsintheeyeoflaws.Itisinvisibleandexistsintheeyesoflaw.Itis



becauseofthesedisabilitiesthatacompanyiscalledanartificialperson.

4.Transferabilityofshares:

Norestrictionisbeinglevieduponthetransferabilityofsharesheldina

publiccompany,exceptincertaincases.Themembersofpubliccompanycanfreely

transfertheirshares,withoutseekingpermissionfrom thecompany.Butthisprovision

isnotapplicabletotheprivatecompanies.

5.Separateproperty:

Asacompanyistreatedasanindividualintheeyesoflaw,itiscapableof

owning,enjoying,anddisposingofpropertyinitsownname.

6.Capacitytosue:

Acompanycanfileasuitagainstothersanditcanbesuedbyothersinits

corporatename.

6.Whatisexplanatorystatement?

Ans:Thenoticeconveninganextraordinarygeneralmeetingmustbe

accompaniedbyanExplanatoryStatement.Theobjectofsuchastatementisto

explaintothemembersthereasonsofpassingaresolutiontoensureitssmooth

adoption.Explanatorystatementisnecessaryforeachitem ofspecialbusiness.

Inthecaseofannualgeneralmeetings,allbusinessotherthanthe

ordinarybusinessshallbeconsideredasspecialbusiness.Incaseofextraordinary

generalmeetings,allbusinesstobetransactedthereshallbetreatedasspecial

business.

Theremustbeannexedtothenoticeofthemeetingastatement

mentioningallmaterialfactsconcerningtheitemsofbusinessincluding,thenatureand

extentoftheinterestofeverydirector,andthemanagerifany.Thestatementistobe

approvedbythechairmanofthecompanybeforeitisactually.

7.WhatarethedifferencebetweenSHARESandSTOCK?

SHARES STOCK



Acompanycanissuedirecttothe

shareholdersinitsoriginality.

Acompanycannotmakeanoriginalissue

ofstock;

Onlysharesfullypaidupcanbeconverted

intostock.

Thesharesmaybefullypaiduporpartly

paidup.

Thestickmustalwaysbefullypaidup.

Thesharesarealwaysofafixed

denomination.

Thestockhasnosuchfixeddenomination.

Asharehasadefinitenumberbywhichit

isdistinguishedfrom othershares.

Thestockhasnosuchnumbers.

Registrationofsharecapitalwiththe

Registrariscompulsorybeforeissuing

shares.

Stockcanbeissuedonlyafterpassing

ordinaryresolutionifArticlespermitand

afterpassingaresolutionIcasethe

Articlessodonotpermitandfilinganotice

ofconversionwiththeRegistrar.

AsharecanbetransferredIitsentiretyor

initsmultipleonly.

Stockisdivisibleintoanyamountrequired

andassuchmaybetransferredevenIn

fractionalamount.

8.ExplainPowersofTribunaltocallannualgeneralmeeting?

Ans:Ifthecompanydefaultsinnholdinganannualgeneralmeetingin

accordancewithsection96,anymemberofthecompanycanmakeanapplicationto

thetribunal.Onreceivingsuchapplication,theTribunalmaycall,ordirectthecallingof

ageneralmeetingofthecompany.Itmayalsogivesuchancillaryorconsequential

directionsasitthinksfitinrelationtothecalling,holding,andconductingofthemeeting.

Ageneralmeetingsoheldshall,subjecttoanydirectionsoftheTribunal,bedeemedan

annualgeneralmeetingofthecompany.



9.Whatarethepowersofthechairman?

Ans:Thechairmanhasthepowerto:

*Decidepointsoforder.

*Maintainhisrulingonpointsoforder.

*Decidethepriorityofspeakers,.

*Expelanyunrulymember.

*Adjournthemeetingifitbecomesimpossibletoconductandcomplete

thebusiness.

*Demandpoll.

*Regulatethetakingofpoll.

*Appointtwoscrutinizerstoscrutinizethepoll

*Signanddatetheproceedingsofthemeeting.

*Inadditiontoadeliberativevoteasamemberthechairmanmayhavea

castingvoteiftheArticlessoprovidethecastingvoteistobeexercisedifthereisan

equalityofaffirmativeandnegativevotes.

10.Whataretherequisitesofagenda?

Ans:Therequisitesofagendaare:

*Itshouldbeclearandexplicit

*Itshouldbeinasummaryform.

*Theroutineitem shouldbeputfirstandthedebatablematterslater.

*Allmattersofsimilaroralliedcharactersareshouldbeplacedbeareach

otherontheagenda.

*Allitem includedinagendaofameetingshouldbewithinthescopethe

meeting.

*Thebusinessrequiredbeingtransactedatastatutorymeetingorannual

generalmeetingaspertherequirementsoftheActareincludedintheagendaofsuch

meeting.



11.Explainissueofbonusshares.

Ans:ThecompaniesAct,2013hasintroducedprovisionsenablingissueofbonus

sharestothemembers,inanymanneroutof:

*Itsfreereserves

*Thesecuritypremium Account;or

*Thecapitalredemptionreserveaccount.

Thefollowingconditionsaretobecompliedwithfortheissueofbonusshares:

*TheissueofbonussharesmustbeauthorizedbytheArticlesofthecompany.

*ItmustberecommendedbyaBoardresolutionandthenapprovedbythe

shareholdersingeneralmeeting.

*ItmustbeinaccordancewiththeguidelinesissuedbySEBI.

12.Whatisthecontentofwindinguppetition?

Ans:Thepetitionofwindingupshallcontainthefollowinginformation:

*Nameofthecompanywiththedateofitsincorporation.

*Addressoftheregisteredoffice.

*Amountofpaidupsharecapital.

*Statementoffactstojustifyawindinguporder.

*AprayertotheTribunaltoissueanorderofwindingup.

*Astatementofthepetitioner,intheform ofanaffidavit,thatthefacts

statedinthepetitionarecorrectandtrue.

13.Whataretheconsequencesofawindinguporder?

Ans: a)ThepetitionerandthecompanyarerequiredtofilewiththeRegistrara

certifiedcopyofwindinguporderwithinonemonthfrom thedateoforder.



b)TheregistrarwillthennotifyintheofficialGazettethatsuchanorder

hasbeenmade.

c)Theorderofwindingupshallbedeemedasnoticeofdischargetothe

officersandemployeesofthecompany.

d)ThepoweroftheBoardwillbeterminatedandthesamewillbe

entrustedtotheofficialliquidator.

e)Thewindingupordershalloperateinfavorofallthecreditorsandall

thecontributoriesofthecompanyasifsuchanorderhasbeenmadeontheirjoint

petition.

f)Theofficialliquidatorbecomestheliquidatorofthecompany.

g)Anydebtpayableatafuturedatebecomesimmediatelypayableonthe

windinguporder.

h)Anysuitorproceedingbyoragainstthecompanywhichispendingin

anyothercourtmaybetransferredtoanddisposedofbytheTribunalwhichiswinding

upthecompany.

14.Whataretheconsequencesofvoluntarywindingup?

Ans: A)Thecompanyceasescarryonitsbusinessfrom thecommencement

ofvoluntarywindingup.

B)Thebusinesssofarasmayberequiredforthebeneficialwindingup

willbepermittedtobecarriedonbythecompany.

C)ThecompanyinitsgeneralmeetingshallappointaCompanyLiquidator

from thepanelpreparedbytheCentralGovernment.

D)ThepossessionoftheassetsofthecompanyvestsintheLiquidator.

E)Theliquidatorshallarrangeforrealizationofsuchassetsandcan

distributetherealizedamounttothecreditorsofthecompany.

F)Thecorporatestateandcorporatepowersofthecompanyshall

continueuntilitisdissolved.

G)Aresolutiontowindupvoluntarilyoperatesasnotice0fdischargeto

theemployeesofthecompany,exceptwhenthebusinessiscontinuedbytheLiquidator

forthebeneficialwindingupofthecompany.



15.Explainthestagesofformation.

Ans:Therearefourstages:

*Promotion:

Thisisthefirststageofthecompany.Promotionmaybedefined

as,thediscoveryofbusinessopportunitiesandthesubsequentorganizationoffunds,

propertyandmanagerialabilityintoabusinessconcernforthepurposeofmaking

profitstherefrom.

*Incorporation:

Atthisstage,themembersofthecompanyshouldselectthename

forthecompanyandascertainingitsavailabilityofRegistrarofcompanies.

Then,draftingandprintingandMemorandum andArticlesof

Association,

StampingandSigningofMemorandum andArticlesshouldbedone,

Datingofmemorandum andArticlesofAssociationshouldbedone,

FilingofdocumentsandforumsforRegistrationshouldbedone.

*CapitalSubscription:

Aftertheincorporationcapitalsubscriptionmustbedone.Private

companiesandpubliccompaniesnothavingthesharecapitalcanstartitsbusinessbut

thosewhohavesharecapitalshavetopasstwomorestage.

*Commencementofbusiness:

AsperSection11oftheAct,acompanyhavingsharecapitalshall

notcommencebusiness,orexerciseanyborrowingpowers,unlessadeclarationisfield

withRegistrar,byadirector,verifiedinthemannerasmaybeprescribed.


