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Chapter 7:

Formation of Company
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Registrar of Companies allots a CIN Mﬁw CIN

(Corporate Identity Number) to the (PTURE JEd HE&AT) Hrafed
: GLSIGIECG f?l'ﬁl'ﬁ

Company with effective fr :
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ovember 1, 2000
2. November 1, 2013 : /-——-—'-———-I W, 2000

1 A&, 2013
3. November 1, 1956 Wﬁﬁ
4. November 1, 1991 M




« When the Registrar is satisfied abmlihﬂmmmt\_tlf
formalities for registration, a Certificate of Incorporation
is ig]éam_to_fﬁmﬁp'a'hy, which signi e birth of the

company. The tificate of incorporation may
be calleg the birth certificate of the company. Wlth effegt_

from November 1. 2000, the Reqgistrar anies allots
a CIN (Corporate Identity Number) to the Company.
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Fixing up Signatories to the THRATIFT & AT 9T

Memorandum of Association gEaeR& il &I 1eT4Ior
is performed by:/

1. Directors_

2. Members :
3. First Directors 3. YUH A=+
\}A::motors /qm



Fixing up Signatories to the Memorandum of Association/TERATU & AT W

EEATEH AIAT Y dF FIAT

« Promoters have to decide about the members who will be slgnlng the
e EEEE————

Memorandum of Association of the proposed company. Usually the people
e —— e ———— N ——

signing memorandum are also the first Direc of the Company. Their written
R ————

consent to act as Directors and to take up the qualification shares in the company
w

IS necessary.
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B comgan! becomes a Iegal entlty

erpetual succession
he date printed on the Certificate
of Incorporation

2. the date attaining the Certificate of
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Incorporation 3. HUA AR F Fratad A
3. the date of acceptance of AT
documents in the office of RoC a st
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4. all of the above



« A company is legally born on the date printed on the Certificate of
Incorporation. It becomes a legal entity with/perpetual succession
on such date. It becomes entitled to enter into valid contracts. The

Certificate of Incorporation is a conclusive evidence of the
regularity of the incorporation of a company.
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Every Individual intending to be ¥ Fuslt & fes & w7 # g

appointed as director of a gl mm — —
company shall make an___ Hraed & AT JrdeA

application for allotment of._ UM

1. PAN 1. 4=
L/:e./l)’m \/z/m

3. CIN 3. "msua

4. GST 4. shewdr



- Every Individual intending to be appointed as director of a company shall make

an application for allotment of Director Identification Number (DIN) to the
Central Government in prescribed form along with fees.
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« The Central Government shall allot a Director Identification Number to an

application within one month from the receipt of the application. No individual,

who has already been allotted a Director Identification Number, shall apply for,

obtain or possess another Director Ildentification Number
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Capital Subscription can be gt AR F1 40T AFr q@r

e ——————————————————————— e ————— e ———
exercised by: f&ar a1 ¥%ar §:
1. Private company 1. @ o
\/Z/P{Iic company \/ﬁ? YA
3. Both 3. =T

4. Shareholders 4. AATURS



« Capital Subscriptionk public company can raise the required funds
G T “
from the public by means of issue of securities (shares and
M

debentures etc.). For doing the same, it has to issue a prospectus

e

which is an invitation to the public to subscribe to the capital of the

company and undergo various other formalities.
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The following steps are required for raising Il H YT ST & LY

funds from the public. Arrange in the right maﬂ____,ml G
32 8 FH A sgatyd FL/-
Appointment of Bankers , Brokers, . &+, ZHWQ

Underwriters
ii. SEBI Approval

iii. Filing of Prospectus

iv. [Minimum Subscription m
v. Application to Stock Exchange

vi. Allotment of Shares

1. LILIVIILVVI LILIV,IILV,VI
2. LILIHLVILV VI LILILVILVVI
3. LILIVIILVILV LILIV,HLVLV
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Step required for raising funds from public:
01. SEBI Approval: SEBI regulates the capital market of India. A

public company is required to take approval from SEBI.

2. Filing of Prospectus: Prospectus means any documents
which invites offers from the public to purchase share and

Debenture of the company.




3. Appointment of bankers, brokers, underwriters: Banker of the
comp receive the application money. Brokers encourage the
public to apply for the shares, underwriters are the person who

undertake to buy the shares if these are not subscribed by the public.
They receive a commission for underwriting.

4. Minimum subscription: According to the SEBI guide lines minimum
subscription is 90% of the issue amount. If minimum subscription is
not received then the allotment cannot be made and tEe aEE!ication

money must be returned to the applicants within 30 days.




5. Application to Stock Exchange: It is necessary for a public

company to list their shares in the stock exchange therefore the
promoters apply in stock exchange to list company shares.

6. Allotment of Shares: Allotment of shares means acceEtance of

w
share applied. Allotment letters are issued to the shareholders.

The name and address of the shareholders submitted to the

Registrar.




/Consider the following statement regarding gAY 1 Bufa & ey & a=faf@a
Promotor’s position. Which is(no) true: wwm_iﬁiiiil ST T el ¢

1. Promoters are not legally entitled to claim 1.
w

the expenses incurred in the promotion of #w M

the company. iﬁj

2. They can make a profitonly ifitis 2 30 g3l S §5d § 51T
disclosed but must not make any am;;' =E =4
secret profits. 2 Ty = 3 i

3. They are not personally liable for all o ——— . a

the contracts which are entered by '

them, for the company before its A Fae i

A. Onlyi i

C. Onlyii
D. None
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Position of (Ow‘mevu 'MCP i (athin STeE
romoters unde e various activities to-get a compan

registered and get it to the position of gommencement o
business. But tﬂex are neither the age Ats nor the IEE§Iee§ 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 b’x them, for the company before

its mcorporatlon In ame are not ratified by the
company a 2r on. Also pramoters are not the trustees o
(= pompany Foknda h'onclasoel. |cva —-""""
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Promoters of a company enjoy a flduc|a1_r¥l position with the
company, which they must not misuse. They 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 purchase price paid to the promoters.
It can also claim damages for the loss suffered due to the
nondisclosure of material 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




