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Preface to the Tenth Edition

In this treatise, we have not only given a picture of the Indian Company Law
and Practice but have also discussed, at some length, the Company Law of five
important countries of the world with which India has very important and close
business relations; these countries are—Japan, Federal Republic of Germany,
France, U.S.A. and Britain. These are the five countries with which there have
been maximum number of foreign collaboration and transfer of technology
agreements. Therefore, we consider it worthwhile to.give to the readers a good
idea of the comparative position of Company Laws of these five countries.

This is the first book in‘this country on Company Law which discusses at
some length relationship between a multinationat corporation, a foreign
company and a foreign collaboration. In view of the fact that Indian companies"
are entering into foreign collaboration agreements in large numbers, we
‘consider it desirable to add a full chapter on this theme.

Corporate taxation also being an important consideration in the formation
of a company and in the drafting of foreign collaboration agreements, a
‘chapter has been added on Corporate Taxation also.

Sethna on Indian Company Law, already a well established treatise upto its
Ninth Edition, nationally as well as internationally, has undergone tremendous
improvements in the present Tenth Edition in numerous ways. Some of the
special highlights have already been stated above. Another special feature is
that in this Edition, chapterisation scheme of Companies Act, 1956, has been
followed.

The treatment given in this treatise to important topics which are
particularly current in view of the litigation going on in connection with the
Bhopal 1984 Tragedy, namely, the Holding-Subsidiary Company relationship
and the Doctrine of Lifting the Corporate Veil, is really unique and not to be
found in any book on Company Law in this country.

We are grateful to the Institute of Company Secretaries of India for having
permitted us to use the material contained in the Institute's Publication Check-
list“Working Sheet under the Companies Act, MRTP Act and Capital Issues
(Control) Act, in this publication by suitably incorporating it at appropriate
places. The practical tips based on the material contained in the publication of
the Institute, we ‘are sure, would enhance the utility of this book.



We are also very grateful to the Institute of Chartered Accountants of India
for permitting us to use part of their publication, entitled, A Guide to Company
Audit, and another of their publication, entitled, Guidance Note on
Section293 A of the Companies Act and the Auditor. These two constltute
appendices 72 and 73 in Volume Il of this Treatise.

This Edition carries cases reported upto June 1987.

We place on record the assistance rendered to us in the preparation of this
book by Shri Sudhir Kumar Dixit, B.A., LL.M.

SINGHANIA & CO. D.C. SINGHANIA
Advocates i
B-92, Himalaya House . P.S. SANGAL

New Delhi-110 001 India



Preface to the Ninth Edition

This edition has been brought up-to-date. Substantial alterations,
necessitated by the various amendments, nave been made. Care has been
taken to ensure accuracy in the commentaries, the case law, the various
explanations, and the various Rules, Forms and Precedents and Drafts of
Company Documents. The case law, English and Indian, has been brought up-
to-date and made exhaustive.

Forms, Precedents and various Drafts of Company Documents, such as
agreements, assignments, powers-of-attorney, contracts of appointment of
managing and whole-time directors and secretaries, promoter’s agreements,
memoranda of association, objects clauses and sub-clauses in the
memoranda of association, share certificates, stock certificates, share
warrants to bearer, debentures, notices of various types of meetings and the
minutes thereof, transfer forms, winding-up notices, declaration of solvency,
etc. add to the value of the work and are indispensable to company officers,
secretaries, directors and practitioners. These have been relegated to
Volume Il of this Work. New Guidelines relating to issue of Bonus Shares, 1981,
the Company Secretaries Act, 1980 and the Company Secretaries Regulations,
1981, have been added as Appendix 42, Appendix 43 and Appendix 44 in
Volume Il..

Though this Book has been written in the subject'-by—subjectvstyle and not
through the conventional method of commentaries section-by-section,
_references to the relevant sections of the Companies Act have been given
throughout the commentaries; and to every section, in the Text of the
Companies Act, mention is made of the pages on which the relevant
commentaries to that section are found in the Book. That makes the Work
doubly convenient, and suitable to the busy practitioner also who looks up a
section and needs all the law pertaining to that section without the necessity of
going through the Index and the trouble of finding out numbers of the relevant
pages for commentaries. Hence, in this Book, there is a combination of the
conventional section-by-section style with the modern and more logical
subject-by-subject treatment.

| am thankful to the Publishers and the Printers for having afforded
facilities. | shall feel gratified by this Work serving the purposes it is meant to
serve.

JEHANGIR M.J. SETHNA



A word from the Publishers

We are very happy to present Sethna’s Indian Company Law in its Tentn
Edition. We are a well-known publishing house of more than 45 years standing
and Sethna's Indian Company Law is also a book of very great standing in the
field of books on Indian Company Law.

Upto its Ninth Edition, it had almost become a classic and this Tenth edition
has introduced several improvements. We have introduced several new
features which are not to be found in any other book on Company Law in this
country and those new features have been elaborated in the Preface by the
learned authors.

We are very grateful to Shri D.C. Singhania, an Advocate of very great
standing in the field of Company Law and to Professor P.S. Sangal of Law
Department of Delhi University, a very distinguished Professor of Company
Law, who acceded to our request to undertake this gigantic task of not only
revising this book but also enlarging it and introducing several new features.
We are also grateful to Snri C.C. Shah of Bombay for his constant
encouragement and support.

We are also grateful to the Institute of Company Secretaries of India and the
Institute of Chartered Accountants of India for their kind permission to use
some of their materials.

We are enclosing a coupon in this book which will entitle the purchaser of
the book to a free supplement incorporating the amendments, if any, effected
to the Companies Act, 1956 during this year i.e. upto December 1987.

The publishers welcome suggestions for improvement of the book so that
we. may serve our readers better.in the future.

PUBLISHERS



Comparative Table Showing Sections

of the Companies Act, 1956, as also

the Sections of the Companies
Act of 1913

Sections Sections of Sections Sections of
of Act of Act of 1913 of Act of Act of 1913
1956 1956
1 43 154(3)
2 2 43-A
3 2(1), Clauses (2), 44 154(1), (2)
(7, (13) and 45 141
(13A) and 2A. 46 88
4 2(2) 47 89
4A 48 90
5 49
6 50 91
7 51 148 & Regula-
8 tions 112 to 115
9 of Table A in
10 the First Sche-
10-E dule
11 4 52 148 & Regula-
12 5 tions 112 to 115
13 6,7&8 of Table A in
14 151 the First Sche-
15 9 dule i
15-A 53 Ditto
15-B 54 150
16 10 55 92
17 12,13 & 14 56 93
18 15 57 97
19 16 58
20 11(3) & 11(1) 58-A
21 11(4) 58-B
22 112) 59
23 11(5), (6) 60
24 61 99
25 26 62 100
26 17(1) 63
27 17(3), (4) 64 98-A
28 17(2) & 18 65
29 151 (1) 66
30 19 67
31 20 68
32 67 68-A
33 242) & 21 69 101
34 23 70 98
35 24 71 102
36 21 72
37 27 73
38 20(a) 74
39 25 75
' i 76 105
77 54.
42 78 A




Ixii

COMPANY LAW

Scctions Sections of Sections Sections of
of Act of Act of 1913 of Act of Act of 1913
1956 1956
79 105(A) 140
80 105(B) 141 120
81 142 122
82 28(1) 143 123
83 28(2) 144 124
84 29 145
85 146 72
86 147 73 & 74
87 148 15
88 149 103
89 150 31
90 151 31A
91 152
92 49 153-A 33
93 49(3) 153-B
94 50 154
9%4.A 155 38
95 51 156
96 52 157 41, 42 & 42A
97 53 158 41, 42 & 42A
98 68 159 32(1) & (2)
99 69 160
100 161 323) & B
101 162 32(5)
102 163 36
103 164
104 63 165 77
105 64 166 76
106 66(A) 167
107 168
108 34(3) 169 78
109 35 170
110 36 171
111 37 172 Article 116, in
112 Table A
113 108 173
114 43 to 48 174 Regulation 51 of
115 Table A
116 175
117 176 Regulation 65 of
118 125 Table A
119 177 Regulation 56 of
120 126 Table A
121 127 178 Regulation 56 of
122 128 Table A
123 129 179
124 180 Regulation 59 of
125 109 Table A
126 109(2) 181
127 109(A) 182
128 110 183
129 111 184
130 112 185 Regulation 57 of
131 113 Table A
132 114 186
133 115 187 80
134 116 187-A
135 116(3) 187-B
136 117 187-C
137 118 187-D
138 121 188
139 121 189 81




COMPARATIVE TABLE

Ixiii

Sections Sections of Sections Sections of
of Act of Act of 1913 of Act of Act of 1913
1956 1956
190 243
191 244
192 82 245
193 83 246 143
194 83(2) 247
195 83(3) 248
196 83(5), (6) & (7) 249
197 250
197-A 250-A
198 251,
199 252 83-A
200 253
201 86C 254 83-A(1)
202 255 A
203 256 Regulations 78,
204 79, 81 and 82
205 of Table A
205-A 257
205-B 258 Regulation 83
206 of Table A
207 259 86(J)(1)(b)
208 107 260 83A of TABLE A
209 130 261
209-A 262 Regulation 85A
210 131 263
211 132 263-A
212 264
213 265
- 214 266 84
215 267
216 268
217 269
218 270 85
219 131, 135 272
220 134 273
221 274 86-1
222 273 '
223 136 276
224 271
224-A 278
225 144 279
226 283 86-1
227 145 284
228 285
229 286
230 287
231 145 288
232 289
233 290 86
233-A 291
233-B 292
234 137 293 86-H
234-A 293-A
235 138 293-B
236 139 294
237 138 294-A
238 294-AA
239 295 86-D
240 140 296
240-A 297 86-F
241 141 298
242 299 91-A




Ixiv

COMPANY LAW

Sections of Sections of Sections of Sections of
Act of 1956 Act.of 1913 Act of 1956 Act of 1913

300 91-B 362
301 91-C 363
302 87 364 87B
303 365
304 366
305 367 272, 273
306 368
307 369
308 370 87E
309 370-A
310 86J(1)(a)(ii) 371
311 86J(1)(d) 372 87F
312 86B(1) 373
313 86-B 374
314 86-E 375 87H
316 376
317 371
318 378
319 379
320 380
321 381
322 70 382
323 71 383
324 383-A
324-A 384
325 385
325-A 386
326 387
327 388
328 388-A
329 388-B
330 388-C
331 388-D
332 388-E
333 152
334 390 153(6)
335 391 153
336 392
337 393
338 394 153-A
339 394-A
340 395 153-B
341 396
342 396-A
343 Sec. 87-B 397 153-C
344 398 153C(1)(a)
345 399
346 400
347 401
348 402 153C(5)
349 403
350 404 153C(6)
351 405 153C(9)
352 406 153C(10)
353 407 153-D
354 408
355 409
356 410
3517 416 91-D
ggg 417

418 232-B
360 419
361




COMPARATIVE TABLE Ixv

Sections of Sections of Sections of Sections of
Act of 1956 Act of 1913 Act of 1956 Act of 1913
484 203
ﬁé 485 206
423 486 204
424 487 205
425 155 488 207
426 156 4389 208
427 157 490 208-A(1)
428 158 491 208-A(2)
429 159 492 208-B
430 160 493
431 161 494 208-C
432 495
433 162 496 208-D
434 163 497 208-E
435 164, 165 498
436 499 209
437 164, 165 500 209-A
438 164, 165 501
439 166 502 209-B
440 503 200-C
441 168 504 209-D(1)
442 169 505 209(2)
443 170(1), (2) 506 209-E
444 170(3) 507 209-F
445 172 508 209-G
446 171 509 209-H
447 167 510 210
448 511 211
449 511-A
450 175(2) 512 212
451 175and 176 - 513
452 177 514
453 175(6) : 515 213
454 177-A 516 214
455 177-B 517 215
456 178 518 216
457 179 519
458 180 520 217
458-A 521 218
459 181 522 221
460 183 523 222
461 182(1), (2) & (3) 524 224
462 182(4) 525
465 178-A(4)-(12) 528 228
466 173 529 229
467 184 529-A
468 185 530 230
469 186 53] 231
2;(1) }gg 531-A
532 231(3
472 189 . 533 &
7 H
535 - 230-
475 192 536 o
478 196 539 236
479 197 540
480 198 541
481 194 542
482 200 543 235
483 202 544




Ixvi

COMPANY LAW

Sections of

Sections of

Sections of

Sections of

Act of 1956 Act of 1913 Act of 1956 Act of 1913
545 237 610 248(5)
546 234 611 249(1)
547 612 249(2)
548 240 613
549 241 614 249-A
550 242 614-A
551 244 615
552 616 287
553 244-A 617
554 618
555 244-B 619
556 619-A
557 239 619-B
558 245 620
559 243 620-A
560 247 620-B
561 250 621
562 251 622 278(1)
563 623 278(2)
564 252 624 278(3)
565 353 624-A
566 254 624-B
567 255 625
568 256 626 279
569 257 627
570 258 628 282
571 259 629 238
572 629-A
573 261 630 282-A
574 262 631 283
575 263 632 280
576 264 633 281
577 265 634 199
578 266 634-A
579 267 635 201
580 268 635-A
581 269 635-AA
582 270 635-B
583 271(1), (2) 636
584 271(3) 637
585 272 637-A
586 273 637-AA
587 274 637-B
588 275 638
589 276 640
590 640-A
591 640-B
592 277(1) 641 151(23, (3)
593 642 151(4), (5)
594 277(3) 643 246
395 277(4), (5) 644 209
596 277(2) 645
597 646
598 277(6) 647 284
599 ‘ 648
600 277,(D) (E) 649
601 277(8) 285
602 651
603 652
604 653 286
605 654
e =

56 290(1)(a
608 657 2(93( )
609 248 658 290(3)




COMPARATIVE TABLE

COMPARATIVE TABLE (Contd )

Ixvii

Sections Sections of Sections Sections of
of Act of Act of 1956 of Act of Act of 1956
1913 1913
1 38 155
2 39
2-A 40
2-B 41 157, 158
3 42 157, 158
4 11 42-A 157, 158
] 12 43 114, 115
6 13 44 114, 115
7 13 45 114, 115
8 14 46 114, 115
9 i5 47 114, 115
15-A 43 114, 115
15-B 49 92
10 16 49(3) 93
11(1) 20 50 94
11(2) 22 94-A
11(3) 20 51 95
11(4) 21 52 9%
12 17 53 97
13 17 54
14 17 54-A 77
15 18 55
16 19 56
17(2) 28, 51 57
17(3) 27T 58
17(4) 27 59
18 28 60
19 30 61
20 31 62
20(a) 38 63 104
20-A 64 105
21 33, 36 65
22 66 107
23 34 66-A 106
24 35 67 32
24(2) 33 68 98
25 69 99
25-A 70 322
26 25 71 323
27 37 72 146
28(1) 82 73 147
28(2) 83 74 147
29 84 75 148
30 41 76 166
31 150 77 165
31-A 151 78 169
32(1) 159 79
32(2) 159 80 187
32(3) 161 187-A
32(4) 161 187-B
32(5) 162 187-C
33 153 187-D
34(1) 110 81 189
34(3) 108 82 192
34(6) 109 83 193
35 109 83(2) 194
36 163 83(3) 195
37 111 83(5) 196




i-xviii COMPANY LAW

Sections Sections of Sections Sections of
of Act of Act of 1956 of Act of Act of 1956
1913 1913
83(6) 196 108 113
83(7) 196 i 109 125
83-A 252 109(2) 126
83-B 109A 127
84 266 110 128
85 270 111 129
86 290 112 130
86(3) 293 113 131
86-A 114 132
86-B 313 115 133
86-C 201 116 134
86-D 295 116(3) 135
86-E 314 117 136
86-F 293 118 137
86-G 119
86-H 120 141
86-1 274, 283 121 - 138, 139
86J(1)(b) 259 122 142
86J(1)(a) 123 143
11 and § 310, 311 124 144
86J(1)(d) 125 118
87 303 126 120
87A 127 121
87AA 128 122
87B 129 123
87BB 130 209
87C 209A
87CC 131 210
87D 131A
87E 370, 372, 375 132 BN E
87F ' 132A
87G : 133
87H @ H 134 220
87-1 135
88 46 136 223
89 47 137 234
920 48 138 235
91 50 139 236
91A 299 140 340
91B 300 141 45, 241
91C 301 141A
91D 416 142
92 55 143 246
93 56 144 225
94 145 227,231
95 146
96 147
97 57 148 and 52,52,53
98 70 Regula-
98-A 64 tions
99 61 112-115 of
100 62 Table A
101 69 149
102 71 150 54
103 149 151(1) 29°
104 151(2)(3) 641
105 76 151(4)(5) 642
105A 79 152. ‘
105B 80 153 391
105C v 153(6) 390
106 153A 394
107 208 153B 395




COMPARATIVE-TABLE Ixix

Sections Sections Sections. Sg'ctions.
of Act of of Act of of Act of of Act of

1913 1956 1913 1956
153C(1) 397 195 477
Cl.(a)153 398 196 478
(C)(1) 197 479
153C(5) 402 198 480
153C(6) 404 199 634
153C(9) 405 634A
153C(10) 406 200 482
153D 407 201 635
154(1) 44 202 483
154(2) 44 203 484
154(3) 43 204 486
155 36, 425 205 487
156 426 206 485
157 427 207 488
158 428 208 489
159 429 208A(1) 490
160 430 208A(2) 491
161 431 208B 492
162 433 208C 494
163 434 208D 496
164 435, 438 208E 497
165 435, 438 209 499
166 439 209(2) 505
167 447 209A 500
168 441 209B 502
169 442 209C 503
170(1) 443 209D(1) 504
170(3) 444 209E 506
171 446 209F 507
171A 209G 508
172 445 209H 509
173 466 210 510
174 211 511
175 451 212 512
175(2) 450 213 515
175(6) 453 214 516
176 451 215 517
177 452 216 518
177A 454 217 520
1778 455 218 521
178 456 2i9
178A(1-12) 465 220
178A(1)(2) 464 221 522
- and (3) 222
179 457 223
180 458 224 524
181 459 225 526
182(1),(2) 461 226 527

and (3) 227

182(4) 462 228 528
183 460 229 529
184 467 520A
185 468 230 530
186 469 230A
187 470 231 531
188 471 232 537
189 233 534
10 473 234 546
191 474 235 543
192 475 236 539
18 476 237 545
194 481 238 538, 629




Ixx CQMPANY LAW

Sections Sections Sections Sections
of Act of of Act of of Act of of Act of

1913 1956 1913 1956
238A 277(8) 601
239 557 277A
240 548 277B
241 549 277C
242 550 277D
243 559 277E
244 551 278 622, 624
244A 533 H 279 626
244B 555 280 632
245 558 281 633
246 643 282 628
247 560 282A 630
248 609 282B
248(5) 610 282D 418
249(1) 611 283 631
249(2) 612 284 647
249A 614 285
250 561 286 653
251 562 287 616
252 564 288
253 565 289
254 566 289A
255 567 289B
256 568 290 644
257 569 290 656
258 570 290 657
259 571 290(3) 656
260 Reg. 51 of
261 573 Table A 174
262 574 Reg. 56 of
263 575 Table A 177, 178
264 576 Reg. 57 of
265 577 Table A 185
266 578 Reg. 59 of
267 579 Table A 180
268 580 Reg. 65 of
269 581 Table A 176
270 582 Reg. 78,
271 1&2) 583 79, 81, 82,
271(3) 584 of Table A 256
272 367, 585 Reg. 83 of
273 367, 586 Table A 258
274 587 Reg. 83A
275 588 of Table A 260
276 589 Reg. 85A 262
277 536




