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Chapter 7:

Formation of Company




FO hﬂdt{"t’»\ classes. h\' @

Y ol S g o
o

No company can legally undertake

activities that are not contained In
‘ts‘ EEE———
|

\T, Memorandum

‘ﬁ,&. Articles for Association
3. Brospectus
4. Incorporation certificate




Documents Required to be Submitted/SFId T J e ATEEF TEARA

M
emorandum of Association:

It is thelmost important documen as it defines the ob!ectlves of the

company. No company can legally undertake activities that are not_
contained in its Memorandum of Association.

As per|section 2(56) pf The Companies Act, 2 “memorandum” means the
memorandum of association of a company as originally framed or as altered
from time to time in pursuance of any previous company law or of this Act.
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The Memorandum of Association raffveT & g A Rt @3
contains different clauses, which is g, oY 39 YK gl QU v

not given as follows: g:

. Liability clause/ | &gar @3
Il. Capital clause / Il. LG
Share certificates L. THIOTH
Statutory Declaration Iv. durAs arwon
1. Only | and ii Fad | 3 i
2. Only ii and iii Fad i 3 i
« 3. Only iii and ju Faer i 3T v

4. All of the above 3‘7?-?3 ash
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Documents Required to be Submitted
AV Memorandum of Association clauses:

The name clause (already been approved by the Registrar of

o0 mp

Companies)

Registered office clause (notified to the Registrar within 30 days of
incorporation)

Objects clause

Lia§!!!§ c!ause: This clause limits the liability of the members to the

amount unpaid on the shares owned by them.
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« Capital clause: This clause specifies the maximum capital which the company will be

authorised to raise through the issue of sharespThe authorised share capital of the
‘M—

proposed company along with its division into the number of shares having a fixed
R ————————————————————————————

face value is specified in this clause. For example, the authorised share capital of

the company may be * 25 lakhs with divided into 2.5 lakh shares of 10 each.
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The Memorandum of Association USRI &F ANA W AATa@d

must be signed by: ZaRT gFARR v I« afgv:
. Promotor 1. 9AR

2. Members of CompanyZ~ '

——

3. ‘El:rectors of the comEanz ) 3. FUAT F FeaF

. Shareholders of the company | 4. 9T & ¢




Members (shareholders) own the company and benefit from its profits, Promoters
—— ‘—%—‘

initiate and organize the company's formation, and Directors manage its day-to-day

operations. A Promoter's role is temporary, ending once the company is

m—

established, while Directors have ongoing responsibilities and legal duties to the

company's management.
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/ Documents Required to be Submitted >//

1. Memorandum of Association 1.
2. Articles of Association A
3. Consent of Proposed Directors 3.

(qualification shares)
4. Agreement (company proposes J 4.
appointment as its Managing
Director or a whole time Director /

Statutory Declaration
. Receipt of Payment of fee: [\ 6.

b
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The Articles generally contains the following matters:

Tl i i o bbbttt
Exclusion wholly or in part of Table F.
Adoption of preliminary contracts.
Number and value of shares.

Issue of preference shares.

Allotment of shares.

Calls on shares.

Lien on shares.

Transfer and transmission of shares.
Nomination.

10. Forfeiture of shares.

11. Alteration of capital.

12. Buy back.

13. Share certificates.

14. Dematerialization.

15. Conversion of shares into stock. Incorporation of Companies and Matters
Incidental Thereto

16. Voting rights and proxies.
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18.
19,
20.
21.
22,
23.
24.
25.
26.
27.
28.
29.
30.
31.
32.
33.

Meetings and rules regarding committees.

Directors, their appointment and delegations of powers.
Nominee directors.

Issue of Debentures and stocks.

Audit committee.

Managing director, Whole-time director, Manager, Secretary.
Additional directors.

Seal.

Remuneration of directors.

General meetings.

Directors meetings.

Borrowing powers.

Dividends and reserves.

Accounts and audit.

Winding up.

Indemnity.

Capitalisation of reserves.



Who is gersonally li

contracts which are entered by
them, for the company before its

incorporation

:; El’OﬂlOtOl‘

2. Members of Company

3. Directors of the company
4. Shareholders of the company



Position of Promoters:

* Promoters undertake va{‘ious activitiefs to get a compan f
registered and gef it fo t osition of commencement o'!
busWE-‘BEEE?-_eTaL_E,@g_ ﬁerthe agents nor the trustees of

——————————

the company. They can’t be the agents as the company Is yet to
be incorporated. Therefore, they are personally liable for all the
contracts which are entered by them, %or the company before
its incorporation, in case the same arrge_:&m__r__y__ Tr_aﬁﬁ'eijﬁgﬁe
company later on. Also promoters a e trustees of the

company.




Promoters of a company enjoy a fiduciary position with the

cmmﬂﬁe}tﬁjiﬁ_nm misuse. {r\ey can make a profit

only if it is disclosed but must not make any secret profits. In

the event of a non-disclosure, the company can rescind the

contract and recover the purch ice paid to the promoters.
E iégé EE%Erea d { th

It can also claim damages for th _
nondisclosure of mafernLaI information.
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* Promoters are not legally entitled to claim the expenses incurred
in_ the promotion of the company. However, the company may

choose to reimburse them for the pre-incorporation expenses.

The company may also remunerate the promoters for their efforts
by paying a lump sum amount or a commission on the purchase
price of property purchased through them or on the shares sold.
The company may also allot them shares or debentures or give

them an option to purchase the securities at a future date.
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