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India is my country.
All Indians are my brothers and sisters.

I love my country and I am proud of its rich and varied
heritage.

I shall always strive to be worthy of it.

I shall respect my parents, teachers and all my elders
and treat everyone with courtesy.

I pledge my devotion to my country and its people.
My happiness lies in their well-being and prosperity.
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It shall be the duty of every citizen of India :*

to abide by the Constitution and respect its ideals and
institutions, the National Flag and the National Anthem;

to cherish and follow the noble ideals which inspired
our national struggle for freedom,;

to uphold and protect the soverenty, unity and integrity of
India;

to defend the country and render national service when
called upon to do so;

to promote harmony and the spirit of common
brotherhood amongst all the people of India transcending
religious, linguistic and regional or sectional diversities;
to renounce practices derogatory to the dignity of
women;

to value and preserve the rich heritage of our composite
culture;

to protect and improve the natural environment including
forests, lakes, rivers and wild life, and to have compassion
for living creatures;

to develop the scientific temper, humanism and the spirit of
inquiry and reform;

to safeguard public property and to abjure violence;

to strive towards excellence in all spheres of individual
and collective activity so that the national constantly rises to

higher levels of endeavour and achievement.

to provide opportunities for education by the parent or the
guardian to his child or ward between age of 6 to 14 years,
as the case may be.

* Constitution of India : Section 51-A
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PART : 1
COMMERCIAL CORRESPONDENCE

1 BANK CORRESPONDENCE

1.1 Introduction

What will you learn in this chapter ? Bank is an integral part of trade and
1.1 Introduction commerce, economic dealings and financial
1.2 Bank Correspondence management of any nation. From the common man

1.2.1 Re quest Letters Written to the Bank toa blg industrialist, from an actor to a pO]itiCiﬂ.Il,

. . every person takes the services of banks. The
1.2.2 Complaint Letters Written to the Bank functioning of banks reveals the economic condition
1.3 Examples of Bank Correspondence

of any nation. Banks perform two main functions
to provide finance and to receive money. Along with various services, banks provide ultra-modern facilities

such as online and mobile banking facilities. As a result, banking facilities have become speedier and
customer oriented. The Reserve Bank of India formulates rules for all types of banks such as Nationalised
Banks, Co-operative Banks, Private Banks, Industrial Banks and Agricultural Banks to regulate them. The
Reserve bank of India also instructs all these banks as and when required. Current accounts and savings
account holders can take the advantage of banking services.
1.2 Bank Correspondence

Any communication with bank should take place in a simple style, precise language and in a
prescribed format. Secrecy should be maintained as it deals with money matters. Precision and punctuality
are highly needed in bank correspondence. In the bank correspondence the account number and the
type of the account means savings or current account should be clearly mentioned. Another important
thing is that the date must be written in the letter. As and when any amount is to be mentioned in the
bank correspondence then it should be written in figures as well as in words. Generally, the amount in
words is written in the brackets. Normally, communication with the bank takes place for the following
two reasons :

1.2.1 Request Letters Written to the Bank :

e Letter written to open an account e Letter written to get educational loan

e Letter written to stop payment of e Letter written to get locker facility in the bank
the cheque e Letter written to get facility of credit card / debit

e Letter written to get overdraft card / ATM card

e Letter written to close an account e Letter written to inform the loss of credit card /

e Letter written to open a demat account debit card / ATM card

1.2.2 Complaint Letters written to the bank :

e Letter complaining about the wrongful dishonour of the cheque by bank.

e Letter drawing attention towards an error in the bank statement (pass-book).

e Letter complaining about the rude behaviour a bank employee.
1.3 Examples of Bank Correspondence

(1) Letter to Open Bank Account : Normally, no letter is written to open a bank account.
Applicant has to fill in the prescribed form; information is to be provided along with required documents.
The filled form is to be submitted to the bank. The bank scrutinises the form and asks the applicant to
deposit a minimum amount and opens the account. Study the following form and everything will be clear.
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Bank Account Opening Form :
ACCOUNT OPENING FORM FOR INDIVIDUALS

Branch : Date : DD/MM/YYYY

Account No. : Branch ALPHA Scheme Code

LT T T T T T T T T T T T T A T T T T T W T T 1T 71

I/'We request you to open my/our deposit account with your branch/bank as under : (Tick (v') relevant type of account,

pe of Account Scheme Name Type of Account Scheme Account
[] Saving Bank Alc []Term Deposit Alc
[ Current Alc [] Other Alc

FULL NAME, in CAPITAL Letters (In the order of first, middle and last name, leaving a space between words)

MIF
SRR EEE Y
e L
s L L
Date of Birth (dd/mm/ PAN (if not available, please attach Form 60/ Customer ID (if any existing)
RGN AN AN
TR NN
L L0 L e

Occupation* Status* Annual Incom (in Rs.)* |Relationship with 1st Applicant| Nationality Father's /
Husband's Name
1

2
3
* Please choose from the following :
Salaried Self Employed Professional Politician Housewife Student Defence Staff
Retired Stock Brocker Agriculture Antique Dealer Arms Dealer Business Other
** Please choose from the following (If Staff / Ex-Staff, Mention E. C. Number) :
Minor Sr. Citizen Staff (EC No. ) | Ex-Staff (EC No. } | Pensioner NRI Other General
Name of the Guardian (in case of minor) : Relationship with minor ( v tick one)
(Attach proof for minor's DOB) F&NG IM &NG I Legal* I De facto IOthars
* In case of legal guardian (guardian appointed by Court), enclose copy of the court order.
Name and address of Employer
First Applicant Second Applicant Third icant

Operating Instructions (Please mark v in appropriate box) :

Self Either or Survivor Former or Survivor Jointly Any one or Survivor/s Others (PIl. Specify)

Facilities required (Please mark v in appropriate boxes) :

Cheque Book [ Statement of Account through
Issued Cheques Series No. to Pass book [_] Post[_] E-mail[_] Delivery at branch[ ]
Date of Issue : Statement Frequency: Monthly [ | Quarterly[ ]
* Internet Banking - Baroda Connect D |Debit cum ATM Card |:| I'BOB Card |:]

Please issue Debit cum ATM card in the name of the first/ all applicants (in case of two joint a/c holder with operations as Eor S/Anyone or S):

Name to appear on Debit cum ATM Card in CAPITAL LETTERS (not to exceed 20 characters)

First applicant
Second applicant
Third applicant
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Residential Address
First Applicant Second Applicant Third Applicant

Flat No. / Bidg. Name
Street / Road & Area / Locality
City and District

State and Country

Pin Code

Tel No. / Fax No.

Mobile

E-mail

Communication Address (If different from Residential Address)
First Applicant Second Applicant Third icant

| L
Street / Road & Area / Locality
City and District
State and Country
Pin Code
Tel No. / Fax No.
Mobile

Permanent Address / In case of NRE, local address in India
First Applicant Second licant Third Applicant

Flat No. / Bldg. Name
Street / Road & Area / Locality
City and District

State and Country

Pin Code

Tel No.

OTHER INFORMATION : (v TICK ONE)
Education :  |Non Matric | ssc/iHSC | Graduate | Post Graduate

Monthlylncome®) : |Upto 5000/ | 5001 - 10000 | 10001 - 20000 J20001-50000 | 50001 - 1 lac JAbove lac

Expected Annual Turnoverin the A/C. T
If salaried, employed with ( v tick one)

[ Proprietorship ~ JPublic Ltd.  [MNC [Partnership  JPublic Sector [ Pwt. Ltd. | Government ] Other (PI. Specify)
If Professional : (v tick one)

| Doctor | Architect Jca/cs |'T Consultant | Engineer |Lawyer | others (pl. Specify)

If Business : ( v tick one)

| Manufacturing | Real Estate |Antigue | Service Provider | Trader | Arms Dealer JAgriculture | Stock Broker |Others (PI. Specify) |

DECLARATION (Place mark (v) in appropriate boxes) :
[ ]1WWe declare that |/ we do not enjoy any credit facilities with other bank/s.

[ 1WWedeclare that | / we have following deposit it accounts and/or credit facilities with your / other banks branches :
Bank & Branch Place of Bank / Branch Type of Account/ Facility Amount Account No.

TERMS & CONDITIONS & DECLARATION (Place mark (¥') in appropriate boxes) :
|/We have read, understood and agree to abide by the Bank's rules relating to the of the above ts / services / products / Fee & charges which are displayed on the website
] /We wish to be informed about the various feturesiproducts and prometional offers made by the Bank from time to time.

[
[ ]1Please do not callcontact me/jus for various features / products and promotional offers made by the Bank from time to time.
+  Pleaseissue and recover charges from my/our accountas per norms of the bank (Give Option)

Muiti-city/MNormal cheque book
Account will be operated and balance along with interest payable as per operational instructions given above,
| shall represent the said mino in all future transactions or any description in the above account until the said minor attaina majority.
| will indemnity the Bank against the claim of the above minor of any withdrawalitransactions made by me in his/her account any penal charges to Ihe clalmant{s} after following the due procedure.
1/We understand that in the event of the death of the depositor(s), premature termination of lerrn de posit ‘would be allowed without any penal after g the p 3
|/We also agree to maintain the minimum / quarterly average balance which the Bank may riy average balance to be nﬂmmmsd to avail the facilities and ag’ss to pay the
charges If minimum / quarterly average balance is not maintained and any other chargss sllpulalsd by the Elank I/We understand that any change in this respect will be notified by the Bank of its
website and also will be displayed on the notice board of the branches one month in advance.
+  |/We shallfill up seperate pay-in-slips prescribed by the Bank for various time deposit schemes. /We understand that the lern deposit shall be under auto-renewal scheme of the Bank unless
otherwise speclred b; melus.
'We authorize Ba

. GmupCorrpsnes or itsfheir a,gentstormhemfereme and enquiries as may be d d y in their .m.regardtclhe i ion furnished in this applcation
Bank of BarudaandilsGml.penhﬁ e emp share or part with all the information, da‘laurdm:urrems relalmgln myfour ion inter se among h urin other Banks
| Fi itutions / Credit B { Agenci !SIan.k:rmei&sfsuchotﬁer enfifies / persons as may be deemed oras may be required for p of suchi 1/data by

such person/s or for furnishing of the prucessed |n1'ormahun.f data pmducts thereof the other Banks / Financial Inshlullnns / Credit Bureaus / Agencies / users reglshered with such agencies.

For Debit cum ATM Card to be issued in the op
1/We have read and understood the terms & condition govening the usage of the Debit Card, /'We accept to be bound by the said terms & conditions and to any changes made therein from time to time
by the Bank at its sole discretion, I/We authorize to issue a Debit cum ATM Card to the person/s as name mentioned in the application of account opening form. | confirm that | am the sole account
holder or have the required mandate to operate the account singly linked to the Debit Card, I/We further uncondiionally and irrevocably authorize you to debit myfour account annually for Debit Card fees/
charges if any stipulated by the bank.

*  |/We understand and undertake that the usage of the Debit Card shall be strictly in ce with the E Control 1 ins and in the event of any failure to do so, We will be liable for action
under the Foreign Exchange Management Act, 1999 and the ar its thereof sti by Reserve Bank of India from time to time.
|/We accept full responsibility for myfour Debit Card and agree not to make any claims against in respect therto.

FuII Signature (in running handwriting) :

(Sole / First Applicant) lglound Applicant) (Third Applicant)
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Introduction from and existing account holder (at least six months old satisfactorily conducted and KYC compliant account :

Name : Account No. :
Address : Date of opening of the AIC :
Customer ID :
|I-’in : Email : Branch Name :
[Tel No. : Mobile : | Fax: Type of Alc. SB/CA/CC/OD :
I/We certify that, Mr./Mrs./Ms. is/are known to me/us personally since last

months/years and confirm the occupation and address stated in this application form for opening account are correct to the best of my/our knowledge & belief.

Date : (Signature of the Introducter)
TITLE OF THE ACCOUNT
ACCOUNT NO. ' T T T T T T T T T T 171 BRANCH
OPERATING INSTRUCTIONS
Name Specimen Signature Photograph
1
Recent
Photo

CustomerD] | | | | | | | |

Recent
Photo

Customer O] T T T T T T 11

Recent
Photo

Customer] | | | | | | 1 1|

Nam Signature (SS No: )

Bank Official in whose presence signed

Form DA-1 Nomination Form
Nomination under section 45ZA to 45ZF of the Banking Regulation Act, 1949 and 2(i) of the banking Companies (Nomination) Rules 1985 in respect of bank deposits.

I/We name(s)and address (es) nominate the following persons to whom in the event of my / our
/ minor's death, the amount of the deposit, particulars whereof are given below may be returned by XYZ bank Branch.
Deposit Nominee
Nature of | Distinguishing Additional Name of Address of Relationship Age If Nominee is a
Deposit No. Details (if a Nominee Nominee with depositor (if any) Minor, her/his
P ° (ifany) date of birthit
#As the nominee is a minor on this date, |/ We appoint Mr./Mrs./Ms. (Name Address, and Age) to receive the

amount of deposit on behalf of the nominee in the event of my / our / minors death during the minority of the nominee.
Date :
Place :

#Strike out if nominee is not a minor

(@ Signature, Name and Address of Witness * Signature / Thumb Impression of D it

* Where deposit is made in the name of a minor the nomination should be signed by a person lawfully entitied to act on behalf of the minor.
@Signature(s) of depositor(s) should be witnessed by one person, thumb impression(s) of depositor(s) should be wi i by two p ).
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etails of Identificaf 1 ents submitted ne applicants

(CARE : FORNRI APPLICANTS COPY OF PASSPORT MUST BE SUBMITTED AS IDENTIFICATION DOCUMENT)

Photo Identity Address Proof
1 2 3 1 F]
Type of Doecument
Document Number
Issuing Authority
Date of issue
Place of issue
Valid Up to
From 60/61 (to be filled by these who do not have PAN)
Form 60
Are you a Tax Assessee D Yes D No IfYes

a) Details of Ward / Circle / Range where the last return of income was filled :

b) Reason for not having PAN No. :
Form61

To be filled by a person who has only agricultural income and no other income chargeable to income tax.

| hereby declare that my source of income is from agriculture and | am not required to pay income tax on any other income if any.
Verification

1 do hereby declare that what is stated is true to the best of my knowledge and belief.
Verified at this the day ot 20

Date : Place : ﬁgnalure of the Declarant.

KYC IDENTIFICATION DOCUMENTS/PAPERS TO BE SUBMITTED BY APPLICANT(S)

(Any one document from each of the following two lists subject to Bank’s satisfaction.)

(Latest / recent pulu:itli'.;l IJo;ﬂl.lﬂcation documents) (Latest / recent dﬂﬁ"ml:'?l-l; -‘I|I'W|ﬂ!l address proof))
1. Passport (Must for NRI) 1. Passport
2. Driving License with photograph 2. Driving License with address, Voter's Identify Card
3. Voter's Identity Card 3. Telephone Bill, Electricity Bill, Ration Card
4. PAN Card, Government ID Card 4. Bank account Statement (with address)
5. Identity Card / Confirmation from employer 5. Income / Wealth Tax assessment order (with address)
6. Letter from recognized public authority or public servant 6. Letter from employer / Any document of communication issued by any

verifying the identity (photo) of customer. authority of Central / State Government or local body showing
residential address.

7. Confirmation letter from employer / other Bank verifying therein photograph | 7. Any documentary evidence in support of residential address

of the customer along with other things acceptable to the Bank.
8. Any other document with photograph evidencing identity of the applicant/s 8. In case of married women address proof of the groom is acceptable
acceptable to the Bank.

(For married woman, proof of identity with her maiden name, if support with a
verified true copy of marriage certificate is acceptables as valid identity proof).

For Office Use

5Sr. No.  Description Name of Authorised Staff Signature
1 Applicant interviewed & purpose ascetained by
2 Document(s) of Identification/address proof listed above were
verified with original by
3 Letter of thanks sent to A/c. holders and Introducer on
4 Money Laundering Risk Classification
[ JLbow [ ]Medium [ ]High

KYC CERTIFICATION :

| have met the account operer/s Mr./Mrs. | have verified the

Mr./Ms Mr./Ms. in| decuments submitted and

person and hereby confirm that KYC Norms are fully complied with and further confirm that confirm that KYC Norms

i) a) The introducer has visited the branch are fully complied with.
OR

b) The introducer has not visited the branch but written confirmation obtained.

i) The signature of the introducer is verified and his/her Account is more than six months old and .
KYC Compliant. Signature of Branch Head

fJoint Manager / Manager
Specimen Signature

Signature of Head of the Department Speciman SignatureNo_____________ Ne.
Date : Date :

BANK CORRESPONDENCE



(2) Letter to Open a Demat Account :

Phone No. : (02674)223XXXX Manoj B Dave
Mobile No. : 788888 XXXX 17, Prabhat Row House,
Fool Bazaar,
Lunawada-389230
16th December, 2017
The Manager,
Vijaya Bank,
Fool Bazaar,
Lunawada-389230
Subject : To Open a Demat Account
Dear Sir,

I have held a saving account no. 0091135690 with your bank for the last 6
years. Bank has introduced various new schemes and customer oriented services as a
result of which reputation of the bank in Lunawada area has increased.

Recently, the Online banking and demat account opening campaign launched by
your bank has received a good response. I also desire to open a demat account for
trading in share market. I want to connect my demat account with my saving account
no. 0091135690 with your bank.

I assure to obey the rules and regulations required to open a de-mat account.
I shall maintain the minimum quarterly balance of ¥ 5,000/- as per the conditions of

the demat account.

Herewith, I enclose a duly filled in demat form, two photographs, photocopies
of licence, PAN card and a cheque for ¥ 500 to activate the demat account. As soon
as the demat account is opened, I request you to send its password and customer 1D

so that I can operate the demat account.

I expect a prompt procedure in this regard.

Yours faithfully,

‘j';’z%wﬁ : Gul_

Enclosures : Four Manoj Dave
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(3) Letter Regarding the Stop Payment of a Cheque :

Phone No. (Resi.) : (079) 2635XXXX Dr. Mihir Lagvankar,

Mobile No. : 922343 XXXX 24, Flamingo Park,
New C.G. Road, Chandkheda,
Ahmedabad-382424

200 July, 2017

The Managar,
State Bank of India,

New C.G Road, Chandkheda,
Ahmedabad-382424

Dear Sir,

Subject : To stop payment cheque No. 0236308.

I have held a S.B A/c no. 1012324556 with your bank for the last 12 years and I
operate it regularly.

This letter is written to confirm the telephonic talk, held in the morning, regarding the
stop payment of a cheque.

The cheque no. 0236308 is written in the name of Mr. Shrikant Joshi, dated
19th July, 2017 and drawn on the State Bank of India of T 10,000. I seem to have lost or

misplaced. I am worried as it is a bearer cheque. If the above mentioned cheque is

presented to the bank by anyone, please do not make the payment of the said cheque.

I have full faith that you will take prompt action in this regard.
Thank you.

Yours faithfully,
M ,Ldﬁ,.mw/

Mihir Lagvankar

BANK CORRESPONDENCE



(4) Complaint Letter to the Bank for the Wrongful Dishonour of a Cheque :

SAMRAS NOVELTY

Phone No. : (02670) 267456 15! Floor, Charmi Tower,
Div Cross Road,
Somnath-362720

23" July, 2017

The Manager,
Andhra Bank,

Div Cross Road,
Somnath-362720

Subject : Wrongful dishonour of cheque
Sir,

We have held a current account under the name Samaras Novelty, (A/c number
00133287290) with your bank for the last 9 years. All the financial transactions of our
business are operated through this account.

The cheque drawn in favour of Pratibha Stores, Somnath, for ¥ 12,000 bearing the
cheque no EY 004567,dated 15th July, 2017 was presented by the trader to the bank but
the amount of the said cheque was not credited in his account and the cheque was returned
with the remark ‘insufficient balance’. We drew the cheque considering the last entry in the
pass-book. The pass-book shows a credit balance of ¥ 50,000 both, on the day the cheque
was drawn and today, yet my cheque of ¥ 12,000 was dishonoured. It is a very serious
matter.

Kindly look into the matter and let us know. Because of the carelessness of the bank,
the prestige of a business firm suffers and it prevents financial transactions.

We request you to be more careful and see that such incidents do not occur in future.
Thanks.

Yours faithfully,

™ Vanaky,
Manubhai Chotalia
(Owner)
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(5) To obtain the facility of Debit Card/ Credit Card/ /ATM Facility :

Mobile No. : 942453XXXX Dinesh Shah
Sai Art Store,
Dabhan Cross Road,
Nadiad-387001

1112 October, 2017

The Manager,
UCO Bank,
Pij Road,
Nadiad-387001

Subject : To get Debit card/ATM facility
Sir,

For the last 4 years, I have been holding savings bank account no. 00177045603.
with your bank. All my financial transactions have been carried out through this account.

I have been associated with the business of dress material and ‘dupattas’ for the last
ten years. I have to travel through out Gujarat and out of Gujarat to purchase material.

I have to pay in cash so I have to keep a big amount with me while travelling.

I request you to issue me a debit card / ATM card that provides the facility of with-
drawing money from any city. This will provide safety of money, too. I would like to know
what proof I shall have to present in the bank so that I can have my debit card / ATM card

as early as possible.
Thanks.

Yours faithfully,

/z)f o2 20

Dinesh Shah

BANK CORRESPONDENCE



(6) Letter Informing the Loss of Debit Card / Credit Card / ATM Card :

Phone No. : (079) 2665XXXX Trisha Oza

Mobile No. : 954566 XXXX 7, Nilkanth Society,
Dharnidhar, Vasna,
Ahmedabad-382860

20 October, 2017

The Manager,
State Bank of India,

Dharnidhar, Vasna,
Ahmedabad-382860

Subject : Loss of Debit Card / Credit Card / ATM Card
Sir,

I have a savings account no. 00189056603 with your bank for the last 3
years. All my financial transactions were carried out through the debit card/ATM
card no. 8766 1232 9847 3728.

My office is located in Thaltej, S.G.Road. I use BRTS facility to reach office. This
morning [ withdrew ¥ 3000(Three thousand) from the ATM of your bank at Thalte;j
Cross Road. thereafter my debit card/ATM card bearing no 8766 1232 9847 3728 is
lost. I have immediately informed on the toll free no 1800 203-4568 to block it. I humbly
request you to instruct the concerned department, so that no one can use the card and I do

not bear any financial loss.

Thanks.
Yours faithfully,

7‘/;’; ‘sha @Lc\

Trisha Oza
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(7) Letter Drawing Attention Towards Error in Bank Statement (Pass-book) :

Phone No. (Resi.) : (02632) 2635XXXX Mohit K. Patel

Mobile No. : 972344XXXX 44, Sanman Society,
Mandir-Masjid Road,
Ghandhiparu,
Valsad-382460

15th July, 2017

The Manager,
Bank of India,
Ram-Rahim Chock,
Ghandhiparu,
Valsad-382460

Sir,

Subject : Error in the bank statement (Pass-book)

I have held a joint savings account with my wife, bearing number 1012324556, with
your bank for the last 9 years. All our financial transactions are carried out through this

account.

We get the details of each and every transaction carried out with the bank through a
quarterly statement provided. I would like to draw your attention towards an error in the
last statement (April 2017 - June 2017) provided by the bank. On 16th April, 2017 we
deposited T 17,000 (Rupees Seventeen thousand only) but the amount is shown as

debited. Its effect is found in the quarterly interest we have received. As per our calculation,
the interest amount should be ¥ 1956 but the entry made is shown as ¥ 1622.

I request you to send a rectified statement after due verification of both the entries.

Thanks.
Yours faithfully,
P
Metale Prck
Enclosures : Copy of statement Mohit K Patel
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(8) Letter Informing of Closure of the Account :

Phone No. : (02772) 22XXXX Parkhar Mewada

Mobile No. : 903333XXXX 39, Nand Bunglows,
Gayatir Mandir Road,
Mahavirnagar,
Himatnagar-383001
Date : 15th June, 2017

The Manager,

Bank of Baroda,

Juna Bazzar,

Himatnagar-383001

Subject : To close the account
Sir,

For the last 12 years, I have held a savings bank account A/c no 1012322234 with
your bank.

Due to the personal and business purpose, we have decided to settle in a foreign
country and are leaving in the near future. So I don’t need savings A/c with you, bearing
number 1012322234, anymore. In addition to that there is no possibility of financial
transactions in this account in the nearest future, too. That is why I request you to close
my above mentioned savings account from today it self and also make some arrangement
to give my credit amount to me. I am returning unused cheques no GP 022233 to
022240 of your bank to you.

I would like to appreciate the services rendered by the employees of the bank. I
thank all the employees of the bank.

Yours faithfully,

//2 amsinedo
Prakhar Mewada

Enclosures : Unused cheques
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(9) Letter to Avail Locker Facility in the Bank :

Phone No. : (02673) 245XXXX Pavitra Suthar
Mobile No. : 984488 XXXX 23, Sarakari Vasahat,
Mandavi Chowk,

Dahod-389151

13th July, 2017

The Manager,
Union Bank,
Mandavi Chowk,
Dahod-389151

Subject : To avail locker facility in the bank.
Sir,

For the last 7 years, I have held savings account no 0056997834 with your bank. I
have received all facilities from the bank. I appreciate the services of the bank. But at the
same time, I have had dissatisfaction for not having the facility of safe deposit in the bank.

I am very happy to know that the bank is being shifted to its own new independent
complex, where all types of facilities will be provided to the customers. I have heard that
the bank also offers the facility of safe deposit vault at the new premises. I want a locker to
keep important documents, costly gold and silver jewellery, ornaments and other valuables
for safekeeping. I would like to know the size of the locker, its rent, required documents to
be presented in the bank to open locker and the procedure for the same. Please let me
know all these details so that I can visit the bank at the earliest and avail the facility of

locker.
Your co-operation is expected.

Yours faithfully,

P, Sutas

Pavitra Suthar
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(10) Write a Letter of Complaint Regarding Rude Behaviour of the Bank Employee :

Phone No. : (02762) 223XXXX Disha Prajapati
Mobile No. : 788888XXXX 101, Sukh Residency,
Modhera Road,

Mehsana-384001

16th November, 2017

The Manager,

Punjab National Bank,
Modhera Road,
Mehsana-384001

Subject : Complaint regarding rude behaviour of an employee of the bank
Sir,

I hold savings account no 1046567890 for the last 5 years. I appreciate the services
the bank has rendered to me during that period.

For the last few days, I find a deterioration in the services of the bank. Even the
behaviour of some of the employees has become a cause of dissatisfaction among
customers. The incident happened two days ago and is shameful for the bank and a
matter of serious tension for account holders. The State Government has sanctioned a
scholarship to me for higher studies which was to be credited in my savings accounts
no 1046567890 of your bank. Considerable time has passed since the order from the
State Government was issued but the amount of scholarship is still not deposited in my
account. So I approached the concerned employee who has been dealing with this
affair. The said employee misbehaved with me and put an unreasonable demand making
me feel insulted and also suffer a mental trauma.

I request you to look into the matter and take strict action against the concerned

employee.
Yours faithfully,

f£2 24‘*?“6

Disha Prajapati
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(11) Letter to Get Overdraft :

VISHWAKARMA ASSOCIATES

Phone No. : (0286) 234XXXX Param Complex,

Mobile No. : 789845XXXX M. G. Road,

E-Mail : vishassociates@gmail.com Porbandar-360575
2" August, 2017

The Manager,

Allahabad Bank,

M. G. Road,

Porbandar-360575
Subject : Overdraft facility on A/c No. 00277205277
Sir,

For the last 13 years, we have been your account holder, bearing current account
no 00277205277, under the name of our firm Vishwakarma Associates. All our financial

transactions are operated through this account.

I am glad to let you know that the Japan based A.B.C Multinational company has
placed a huge order to buy our products. To execute the order within a stipulated time,
we need to purchase two big machines for which we require ¥ 12,00,000 (Twelve lacs)
for a short period of time. We desire to get the said amount in form of an overdraft
from the bank. We are ready to furnish required securities and documents against it.
You may refer to the details of our current account and you would come to know how

regular and punctual we are with the bank regarding financial transactions.

A positive and prompt reply is expected.

Yours faithfully,
o THo u%Tds

Ramji Panchal
(Partner)
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(12) Letter to obtain Educational Loan :

Phone No. : (02836) 23XXXX Muljibhai Katchhi
32, Shanti Tenements,
Madhapar Chokadi,
Anjar-370130

th

25" November, 2017

The Manager,
Dena Bank,

Nr. Bus stand,
Anjar-370130

Subject : Request for Educational Loan
Sir,

I hold a savings account (no. 201332245) with your bank for the last 8 years. I

have taken benefit of all services of the bank which I sincerely appreciate.

The State Government and your bank have jointly introduced a scheme of educational
loans for weaker sections of the society. Under this scheme, I, too desire to get loan for
higher studies of my daughter. After completing graduation, my daughter has got admission
in the reputed institute, the Indian Institute of Management, Ahmedabad. The Fees for her
entire education is ¥ 12 lacs. It is inevitable for me to seek an educational loan to meet the
expenses. Please, let me know the necessary procedure and required documents, in this

regard, so that we can keep them ready which makes administration of borrowing loan

smooth and prompt without delay.

Co-operation is expected.
Yours faithfully,

N R

Muljibhai Katchhi
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1 )

LWhat have you learnt in this chapter ? ]

Banks are integral part of any nation’s trade and commerce and financial management.
There are various types of banks such as nationalised banks, co-operative banks, industrial
banks, private banks etc. Saving account or current account is necessary to take advantages
of banking services. Main function of the bank is to accept money and lend money.
Nowadays; banks offer many other services to customers such as on-line and mobile banking.

Correspondence with bank should be in simple, concise and clear style. It should
maintain secrecy and it should be in its prescribed format. In correspondence with a bank
the account number must be mentioned. Normally, communication with bank can be divided
into two sections : Complaints and Requests written to the bank. We studied some letters to
understand Bank Correspondence.

1.

2.

3.

4.

SELF STUDY

Select the correct option from the given answers in the following questions :
(1) Which of the following institution controls and gives suggestions to all the banks of the
country ?
(A) State Government (B) Reserve Bank (C) Municipality (D) Central Government
(2) Letter written to obtain locker facility is called ?
(A) Request letter (B) Complaint letter (C) Order letter (D) Appreciation letter
(3) How is the amount written in bank correspondence ?

(A) In figure (B) In words (C) In figure and words (D) In Roman letters
(4) Which of the following things is mentioned when secrecy is to be maintained ?
(A) Punctuality (B) Financial (C) Name and Address (D) Account Number

Answer the following questions in brief :

(1) Mention two main functions of bank.

(2) Give information about various types of banks.

(3) Which two types of account is required to get banking services ?

(4) Due to which modern services have banks become speedier and customer oriented ?

(5) Which style and format is to be followed in bank correspondence ?

Answer the following questions to the point :

(1) Explain bank correspondence in brief.

(2) List the types of request letters written to a bank.

(3) Regarding which issues are complaint letters written to the bank ?

Draft the following letters :

(1) Draft a letter to the bank manager, regarding the information of Jan Dhan Yojana initiated by
the Government of India and State Bank of India.

(2) Draft a letter informing the loss of your credit card, issued by the bank and asked the proce-
dure to obtain a new card.

(3) Draft a letter to Dena Bank, Bharuch to close the current account run in the name of your
firm.

(4) Draft a letter on behalf of Ramnikbhai Shah, Dehgam to get information to open demat ac-
count in the bank.

(5) You hold account in Punjab National Bank, Surat. Draft a letter of complaint to the manager
regarding indecent behaviour of the employee of the bank, with you.

°
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CORRESPONDENCE WITH
GOVERNMENT DEPARTMENTS,
PUBLIC SERVICES AND LOCAL

ORGANISATIONS

What will you Learn in this Chapter ?

2.1 Introduction

2.2 Correspondence with Government
Departments
2.2.1 Examples of Correspondence with
Government Departments

2.3 Correspondence Related to Public Utility
Services
2.3.1 Examples of Correspondence
Related to Public Utility Services
2.4 Correspondence with Local Organisations

2.4.1 Illustrations of Correspondence with
Local Bodies

2.1 Introduction

Business houses frequently need to
correspond with government departments, public
utility services and local institutions. Such
correspondence the letter should be addressed to
the appropriate authority in the respective
department and as per the procedure of concerned
department. To get prompt services and facilities,
the approach of the letter should be as per the
rules and regulations of the department. The
concept for which the letter is to be written
should be clear. For the purpose of study, this
type of correspondence is divided into three

categories :

A. Correspondence with Government Departments

B. Correspondence related to Public Utility Services

C. Correspondence with local institutions

2.2 Correspondence with Government Departments

Common people and business firms have to correspond with government departments frequently

for various issues. In some of the government departments, application is to be made online where

as in other departments, a prescribed form is to be filled in and submitted to the concerned

departments along with required documents. Normally, business firms need to correspond with the

following government departments for different matters such as :

e Post and Telegraph department,

e Telephone department,

e Railway Parcel department,

e Custom and Export-Import department,

e Sales tax and Income-Tax department
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2.2.1 Examples of Correspondence with Government Departments :

(1) Draft a letter of complaint to the post and parcel department for irregular receipt

of post/parcel to the institutions address :

BHAGWATI TRADERS
Phone No. : (02672) 27XXXX 102, Abehub Chambers,
E-mail : bhagavatitraders@yahoo.com Mota Bazar,
Godhara-389001
th

18" August, 2017

The Postmaster,
General Post office,

Juna Bazaar,
Godhara-389001

Subject : Compliant regarding irregular distribution of post/parcel
Sir,

For years, we have received various services of your department and because of
that we were in a position to run our business smoothly. However, in the recent past,
we have not received outstation post / parcel on time. Their distribution seems to have
become irregular.

This has affected our business adversely. Goods are not received in time which
causes delay in taking business related decisions. We are worried as we do not get
very important and necessary documents in time, at our address. Irregularity and

carelessness of the postal department marred our business reputation and reliability.

It is our humble request to you to look into the matter and do the needful promptly.

Yours sincerely,

(@ e, 5]

Vishvas Soni
(Partner)
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(2) A letter of request to telephone company to furnish details of outstation calls in
the telephone bill :

JAGRUTI SHIKSHAN SANKUL

Phone No. : (02774) 28XXXX Station Road,
Email : jagrutishikshan@gmail.com Modasa-383315
25M August, 2017

The Circle Officer,
BSNL,

Motipura,

Modasa

Subject : Regarding the details of out station calls (STD calls) in telephone bill

Sir,
We, as customers have been benefitted with the various services rendered by
BSNL Modasa to us and we appreciate it. At present, we have two telephone

connections in our complex having telephone numbers 28XXXX and 28XXXX. We
have got a facility of making outstation calls (STD calls) on both these lines.

We request you to provide us monthly telephone bill having details of outstation
calls from the telephone numbers 28XXXX and 28XXXX, so that we have a record
with us. This is a routine requirement for the internal management of Jagruti Shikshan
Sankul.

We hope you will take quick action on this request.

Thanks.

Yours faithfully,
ky 1
’7“_ ]("\ )4:\247

Motibhai Chaudhary
(Administrative Manager)
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(3) Draft a request letter to the telephone company to obtain a parallel connection on the
same telephone number.

SARATHI BUSINESS HOUSE

G I. D. C. Road,
VAPI-396191

Phone No. : (0260) 26XXXX
E-mail : sarthibusiness@gmail.com

2Ild September, 2017

The Administrative Officer,
BSNL,

Surat Road,
Vapi-396191

Subject : To obtain a parallel connections on the same telephone number
Sir,

Sarathi Business House is a reputed business unit of Vapi. Our unit, situated on
GIDC road is divided into two divisions, one is administrative department and the other
is production department. The employees of both the departments have to communicate
with one another, regularly on telephone.

At present, we have telephone connection at the Sarathi Business House, bearing
telephone number 266551. We desire to get the facility of more than one parallel
connection on this number. This would make our business dealings through telephone
faster and easier. We request you to inform us the procedure required for getting the
above mentioned facility. Please let us know if we have to pay extra for this additional
facility.

Thanks.
Yours faithfully,

Phred 7,%“4..;«

Dhiraj Tandan
(Manager)
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(4) Request letter to cancel demand notice as income is not taxable.

DAM DAM BOOK STORE
‘Gh’ 2, Sarasvati Complex,
Gandhinagar-382010

Phone No. : (079) 234XXXX
E-mail : damdam@yahoo.com

12th September, 2017
The Income Tax Officer,

Business Circle-2,
Gandhingar-382010

Subject : Request for cancellation of demand notice
Sir,

For the last 10 years, we have been in business in Gandhinagar under the name of
Dam Dam Book Store. As per the income tax rules, every year we file income tax

returns. Our PAN numberis : AEHPM 0570D.

We have been served with a demand notice on 20d July, 2016 regarding an amount
of ¥ 7600/- payable as income tax for the assessment year 2015-16. It seems that the
notice has been issued to us by mistake. Our income in the last financial year is less
than that in the previous year so it is quite natural that the amount of income tax payable
for that period is less. Keeping in mind the income of the last financial year, we do not
have to pay additional income tax. I attach a copy of income tax return filed by me

with the income tax department for reference.
We request you to check the income tax return and details filed by us and cancel the
notice promptly.
Yours faithfully,

Harsh Patel
(Owner)

Enclosure : Copy of Income Tax Return
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(5) Letter regarding obtaining an export licence :

QUALITY MACHINE HOUSE

E-mail : qualitymachinehouse@gmail.com Plot No. : 17,
Website : www.qualityhouse.com G L D. C,, Gadhada Road
Phone No. : (0278) 26XXXX Bhavnagar-364001

18th September, 2017
The Joint Director General of Foreign Trade,

Government of India,
Pune-411004.

Subject : To obtain export licence (IEC Code No. 1)

Sir,

We are a large producer of machines for manufacturing and printing of notebooks
and books. For the last 10 years, our machines are sold far and wide in the entire
country on a large scale and its demand is increasing day by day in foreign countries,
too. We wish to sell our machines abroad and for that we would like to obtain an
export licence from you.

We would like to submit the following details and request you to issue us an
export licence to sell our machines abroad :

(1) Application Form

(2) Demand draft of ¥ 250/-

(3) Bank’s certificate as per prescribed format

(4) Self-attested copy of PAN card

(5) One photograph of the applicant

(6) T 50/- stamped envelope with company’s address

(7) T 10/- stamped envelope with bank’s address

(8) Other documents

Kindly issue us the export licence (IEC Code No 1) promptly.

Thanks.
Yours faithfully,

pulcloand
Mulchand Rupani

(Owner)
Enclosure : As above
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2.3 Correspondence Related to Public Utility Services :

Generally, public utility services in the village and town are carried out by local government
organisations. In addition to these, government and semi government departments, corporations and the
organisations also provide these types of services. These institutions receive financial grant from Central
Government or State Government and they function as per government rules and regulations. The following
services are included in public utility services :

e Post and Telegram e Railway

e Drainage Facility and Cleanliness e Public Health

e Roads & Building e Local & State Transportation
e Fire Brigade e Police-Home Guards

e Electricity e Water Supply

2.3.1 Examples of Correspondence of Public Utility Services :

(1) Letter to the Concerned Department Regarding Irregular Water Supply :

Phone No. : (02742) 23XXXX Mohanbhai Patel
Nano Vas,

Palanpur Road,
Kumbhasan-385515

9th July, 2017

The Chief Executive Officer,
Water Supply Department,
Palanpur-385001

Subject : Complaint regarding irregular water supply
Sir,

On behalf of all the residents of Kumbhasan village of Palanpur district. I would
like to register a complaint regarding irregular water supply to our village. For last few
days, our village with a population of 10,000 has been facing an acute problem of
irregular and inadequate water supply.

Earlier, we used to get regular and adequate water supply but for more than last
six months water supply has been very irregular. Sometimes, it is supplied at 2 o’clock
in the night or at 4 in the morning. At times, it is given once a week only. The irregularity
of water supply has created an adverse effect on the education of children, and on the
life and health of the people of the village.

We request you to do the needful to provide regular and adequate water supply.
We would like you to know that we pay water tax and other taxes regularly.

Thanks.

Yours faithfully,

Méhan padel

M. B. Patel
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(2) Letter Appreciating Performance Regarding Public Health and Hygiene :

Phone No. : (02832) 25XXXX Prof. Rahul Domadia
E-mail : rahuldomadia@gmail.com 10, University Quarters
Kutchh University,

Bhuj-370001

13th June, 2017

The Chief Health Officer,
Public health Department,
Bhuj Municipality,
Bhuj-370001

Subject : Appreciation of the Performance of the Department
Sir,

Due to global warming, the cycle of seasons is changing over the entire world and
has become irregular also. Bhuj is also facing the adverse effects of these changes. The
entire city is affected by scorching heat or untimely rain. Due to fluctuating weather water
based diseases and the diseases that spread due to bacteria are increasing fast which is
quite a serious matter for public health and hygiene.

As a citizen of Bhuyj city, I take note of the commitment and dedication shown by
Bhuj Municipality regarding public health in the last 15 days and I congratulate you for
the same. Epidemics has been controlled and prevented within a very short time due to
the advertisements in the newspapers and on radio, sprinkling of insecticides, distribution
of tablets for water purification, ban on unhygienic food items and strict insistence on
cleanliness. All these have brought awareness regarding health and hygiene.

I, on the behalf of the people of Bhuj city, appreciate the admirable performance
of the Health Department of Bhuj Municipality and I assure co-operation also. As a
alert citizen, I have full confidence that even in future the department will show the
same foresight and concern to take necessary precautionary measures.

Yours faithfully,

,ﬁ ; l&owjéf_f,—:,._—

R. Domadia
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(3) Letter Regarding Obtaining Fire Bridge Services During a Public Gathering :

SARASVATI SANSTHAN

Phone No. : (079) 2676XXXX 22, Anmol Complex,
Website : sarasansthan.com Nr. Manav Mandir,
Memnagar,

Ahmedabad-380052
25th April, 2017

The Chief Fire Officer,
Memnagar Fire Station,
Memnagar,
Ahmedabad-380052

Subject : To obtain service of fire-brigade during public gathering

Dear Sir,

We have organised a convention at the GMDC grounds on 12th May 2017 with
the aim of giving information to the students of entire Gujarat regarding options of studies
available after the 12th standard in the various universities of Gujarat. This is a common
meeting for the students of the science / the general streams, so, a huge crowd is likely
to remain present.

In the above mentioned convention, a large gazebo of cloth will be built, having an
adhoc power supply. Considering huge the gathering at one place, we request you to provide
the services of fire brigade as a safety measure on 12th May 2017 from 8 am to 8 pm.

The people of Ahmedabad would to take a note of the services rendered by fire-
brigade at the time of mishap and natural calamities. They are highly obliged for public
security services offered.

Yours faithfully,

Madss T,

Maulik Tanna
(Manager)
Sarasvati Sansthan
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(4) Letter drawing attention towards irregularities in cleaning public roads :

‘MARU VADODARU’

Phone No. : (0265) 2348XXXX Subhanpura Chawk,
E-mail : maruvadodara@gmail.com Subhanpura
Vadodara--390012

22nd June, 2017

The Municipal Commissioner,
Vadodara Municipality,
Vadodara-390012
Subject : Complaint regarding irregularities in cleaning of public roads

Sir,

We have been running an NGO under the name ‘Maru Vadodaru’ for the last 7 years.
The mstitution has tendered services for the social and educational uplifiment with the concept
of ‘beautiful city’. We have conducted many programs, in collaboration with the Vadodara
Municipality and other public institutions regarding social awareness and urban development.

As our institution is working with a view to beautify the city, we are quite sensitive and
aware about cleanliness of Vadodara. It has been noticed by us that regular cleanliness is lacking
of late on the main roads of Vadodara city. Heaps of garbage, layers of dust on roads, plastic
bags on the foot-path and dividers and other dirty things can be seen everywhere. Is the
municipality of Vadodara unaware about all these issues or is it careless about them ?

It is our duty to see that the cultured city Vadodara earns its own identity as a beautiful
city also. We request you to give instructions to clean public roads on a regular basis, keep

the city clean and beautiful through campaigns of cleanliness. Our organisation assures full
co-operation for the cleanliness drive.

Yours faithfully,

C-Co Spat

(Co-ordinator)
‘Maru Vadodaru’

2.4 Correspondence with Local Organisations

Local institutions are also known as the institutions of local government. ‘Local organisations’
include non-government social organisations, private groups and co-operative societies providing
free services or with subsidised rates etc. Local government organisations include Gram Panchyats,
District Panchayats, Municipalities and Municipal Corporations. Correspondence with local government
is for various reasons such as :

* To obtain public utility services,

* To complain or appreciate services provided,

* To draw attention regarding public interest,

* To make suggestions regarding the procedure of the concerned department,
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* To obtain different types of documents

Correspondence is addressed to the Head or Officer of the concerned department of the
local body. Required documents are to be enclosed with the letter, required prescribed forms are
be filled in or application are to be made and if applicable fee is also to be paid. The style, content
and presentation in these types of letters should be clear and to the point. A Photo-copy of the
letter submitted to an institution is very essential and should be preserved by the applicant, so that
in future in case of reference, it can be used as an evidence.

2.4.1 Illustrations of Correspondence with Local Bodies :

(1) Letter requesting the Khalkuva department to clean cesspools :

Phone No. : (02822) 27XXXX Vipulbhai Adesara
‘Sudama’ Vasahat, Gandhipara,
Morbi-363642

22nd June, 2017

The President,
Morbi Nagarpalica
Morbi-363642

Subject : Request for cleaning of cesspool
Sir,

We have been allotted houses in ‘Sudama Housing” under the government scheme of
‘Garib Aavas Yojana’. As there is no facility of drainage in this locality till this date, the
arrangement of liquid waste is made through cesspool with the construction of the above
mentioned housing schemes.

Now, it is necessary to bring to your attention that, of late, cesspools in our area are
not being cleaned. As a result, the residential area, stands a risk of spreading of epidemics
very fast. It is possible that it may affect public health adversely.

All members of our housing scheme pay municipal taxes regularly. A number of oral
requests have been made for cleaning of the cesspools yet no measures have been taken by
the authority.

We request you to resolve this complaint as early as possible. If concrete steps in this
regard are not taken by the authority in the nearest future, the residents of our locality will
be compelled for agitation in the Gandhian way.

Yours faithfully,
Ql.%&l .‘MT[‘I 2|
Vipulbhai Adesara

(Chairman)
Enclosure : Copy of tax bill. ‘Sudama’ Vasahat
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(2) Letter related to allotment of land for welfare purpose :

SEWA KALYAN TRUST

Phone No. : (079) 234XXXX Shanti Chambers,
E-mail : sevakt@yahoo.com ‘Ch’-5, Road,
Gandhinagar-382010.

220d QOctober, 2017
The President,
Gandhinagar Municipality,
Gandhinagar-382010

Subject : Allotment of land for welfare services
Sir,

We believe that you are well aware of the social activities of Sewa Kalyan Trust,
Gandhinagar. Since the last 50 years, our trust has been carrying out various social activities
such as deaddiction, literacy, women education with selfless motive in Gandhinagar and in
the area nearby Gandhinagar,especially the rural areas.

Gandhinagar is a fast developing city with changing boarders. The opportunities offered
are attracting people from the adjoing rural areas. In the developing new areas of Gandhinagar,
modern facilities such as dispensaries, schools, hotels, offices are available but in this area
there is no library for the local people. Our trust is interested in initiating a library to make
children take interest in reading, to create environment for reading for educated youth and to
fulfil the need for reading for the general public. Library building to be constructed with the
purpose of service, our trust requires 2500 sq. ft. land in Sarasgan area. In Sarsagan area,
in survey no 235, the land of having the above size is lying just unproductive. We request
you to allot the land in service of the welfare of the public.

The Sewa Kalyan Trust, Gandhinagar assures the Gandhinagar Municipality that all
required documents would be provided and all the needful legal procedure complied with.
We expect positive response from you.

Yours faithfully,

il At
(For, Sewa Kalyan Trust)

Haribhai Chavada,
Gandhinagar

Encls : (1) Photocopy of registration of Trust
(2) Copies of the last 3 years of audited reports of the Trust
(3) A booklet giving information about the Trust and its activities
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(3) Letter regarding difficulties being faced due to encroachment of carts and hawkers on
public roads of the city :

E-mail : ankitvyas@yahoo.com Ankitbhai Vyas,

Mobile No. : 989989 XXXX 201, Sukh Tower,
Nr. Swaminarayan Temple,
Kalavad Road,

Rajkot-360001.
25th November, 2017

The Municipal Commissioner,
Rajkot Municipality,
Rajkot-360001

Subject : Difficulties being faced due to encroachment of carts
and hawkers on the road
Sir,

I am a resident of the highly prestigious Kalavad Road area of Rajkot. As a
citizen, Ifeel proud and happy because of the progress of our city in all walks of life.
But as an alert citizen, I would like to draw your attention towards some of the issues
and problems of Rajkot city.

For the post sometime, encroachment of carts and hawkers is increasing on the
main areas of Rajkot city such as Kalavad Road, 132 ft. Ring Road and Race Course
area. As a result, footpaths are almost non-existant in these areas. It is only for the
namesake that has caused inconvenience for the pedestrians. They are compelled to
walk on the main roads which is not proper from both the security and safety point of
view and it results, very often, into minor and major accidents. Due to this encroachment
on public roads, there is a reduction in the space for vehicle users and that has created
the problem of traffic jams and parking. In addition to that, garbage and filth is found
on the roads.

I draw your attention to remove the encroachment of carts and hawkers from the
main road promptly in the interest of public welfare and beautification of our city.
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bodies etc. an apt writing and salutation as per the status of a particular department are to
be preferred. Besides these, the attitude of the letter should be such that get required services
and facilities very quickly. The content of the letter should clarify the purpose of writing the
letter. In addition to that the rules and regulations are the concerned department to be followed
to avail required services and facilities.

services and local organisations with examples of letters.

lWhat have you Learnt in this Chapter ? )

While corresponding with various government departments, public utility services, local

You learnt how to correspond with various government departments, public utility

SELF-STUDY

1. Select the correct option in the following questions :

(M

@
G)

)

When a trader has to launch a complaint regarding sales tax, to which department of the
government does he have to correspondence ?

(A) Telephone Department (B) Income tax Department

(C) Custom Department (D) Sales tax Department

Fire brigade service is called which of the following services ?

(A) Private (B) Public (C) Government (D) Semi-government

With which institution of local government is correspondence carried out to obtain the service
of ‘pukka road’ in a villages?

(A) Gram Panchayat (B) Taluka Panchayat

(C) Municipality (D) District Panchayat

With which organisation is correspondenc is carried out to get adequate water supply in big cities ?
(A) State Government (B) Municipal Corporation

(C) Gram Panchayat (D) Central Government

2. Answer the following questions in brief :

()
@)
€)
Q)
®)
(©)
@
®

©

For which issues do business firms normally need to communicate in government departments ?
Which organisations provide public utility services ?

Which institutions are included in public utility services ?

‘Local organisations’ are known by which other names?

Which organisations can be called ‘Local organisations’ ?

Which organisations are included in Local Government organisations ?

In some government departments how is the application made through the use of technology ?
From where is financial aid received by Corporations or Departments providing public utility
services ?

What type of presentation is expected in the correspondence with the local government
organisatiions ?

(10) To whom is the correspondence with local organisations addressed ?

M

@)
€)

Q)

Draft the letter as suggested below :

Draft a letter to the District Education Officer (DEO) to prohibit the sale of pan masala and
Gutkha near your school.

City bus service is very much irregular in your area. Write a letter of complaint .

The problem of traffic has increased in your area. Write a letter requesting more traffic police
to solve the problem.

Draft a letter to Dwaraka based Yuva Vikas, a service oriented organisation requesting for
arrangement of a career guidance programme in your school.
°
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INTER DEPARTMENTAL AND EMPLOYEE
RELATED CORRESPONDENCE

What will you Learn in this Chapter ?

3.1 Inter Departmental Correspondence
3.1.1 Introduction
3.1.2 Need for Inter Departmental
Correspondence
Meaning of Notice
Objectives of Notice
Meaning of Circular
Functions of Circular
Characteristics of Circular
Difference between Notice and
Circular
3.1.9 Model Letters
3.1.10 Meaning of Memo
3.1.11 Characteristics of Memo
3.1.12 Model Letters
Employee-Related Correspondence
3.2.1 Introduction
3.2.2 Meaning of Recruitment
3.2.3 Model Letter Regarding
Recruitment
Meaning of Appointment
Details included in an
Appointment Letter
Model Appointment Letter
Meaning of Promotion
Reasons for Promotion
Model Letter Regarding
Promotion
3.2.10 Meaning of Transfer
3.2.11 Objectives of Transfer
3.2.12 Model Letter of Transfer
3.2.13 Meaning of Demotion
3.2.14 Circumstances Regarding
Demotion
3.2.15 Model Letter of Demotion
3.2.16 Completion of Service
3.2.17 Model Letters of Completion on
Service

3.13
3.1.4
3.1.5
3.1.6
3.1.7
3.1.8

3.2

3.2.4
3.2.5

3.2.6
3.2.7
328
329

32

3.1 Inter Departmental Correspondence

3.1.1 Introduction : In the competitive and
continuously changing business world, Business firm
or organization have to remain in constant contact
with its various departments for the purpose of
business progression and successful management.
Correspondence is necessary among these
departments. This correspondence generally takes
place among different departments with officers of
their respective departments. Thus, the
correspondence carried out from the head office
to a branch and from the branch to the head office
is called Inter-departmental correspondence. It is
also as called ‘institutional correspondence’. This
type of correspondence is in the form of notice,
circular or memo.

Communication with different departments
takes place either through oral instructions or through
various media of communication. Yet, inter-
departmental correspondence is necessary from the
following point of view:

3.1.2 Need for Inter Departmental
Correspondence :

(I) Verbal information (Suggestion) may be
forgotten but can be retained in the formof a letter.

(2) Information and ideas which are
communicated between departments and the head
office can be documented and served as evidence.

(3) Undesirable information or any information
where there is a hesitation in communicating face to
face can be imparted freely through correspondence

(4) Employee becomes conscious about one’s
duty if the work is assigned in a written form.

(5) Information can be filed and may be useful
mn future

(6) It is a less expensive and more effective
medium

3.1.3 Meaning of Notice : Aletter that is
written to communicate to let the employees of the
office know and implement the changes regarding the
legal or constitutional matters or structural changes in
the mstitutional issues of a business firm or organization

is known as Notice.
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3.1.4 Objectives of Notice :

(1) To draw the attention of employees when policy matters are not being followed strictly.

(2) To inform the employees the changes made according to circumstances.

(3) To inform the employees to perform duty according to a set order or specific mcthod.

(4) To assign a particular work to a particular person and the time limit and a location to complete
the work.

(5) To inform who has to submit the progress report and to whom.(be submitted to the particular
person).

3.1.5 Circular - Meaning : A letter written on a regular basis to a group of employees with a
view to inform then about the code of conduct decided by the management of the business firm or
organization is called a circular letter. Circular letter is has practical and administrative attitude.

3.1.6 Functions of the Circular :

(1) It guides the employees regarding their scope of work.

(2) It draws the attention of the employees for implementing decisions taken by the management.

(3) It clarifies what is expected from the employees.

(4) It maintains equality among employees.

3.1.7 Characteristics of a Circular :

(1) A circular is written, addressing, not a particular employee but the entire group of employees.

(2) Matter mentioned in the circular is applicable to all members of the group equally.

(3) The format of a circular is like all other letters. Yet, sometimes inside address or complimentary
close are not written.

(4) Date and time are very important in a circular.

(5) It is more like an attention drawing tool for a particular group employees, regarding
implementation of policy decisions.

Thus, both notice and circular bring awareness about responsibility of the employees through
communication of information in a specific context. Yet there is a difference between them which could
be mentioned in the following way :

3.1.8 Difference between Notice and Circular :

Notice Circular

(1) | Notice is addressed to either an (1)| Circular is mostly addressed to the
individual or a group. entire group.

(2) | Through notice, legal viewpoint is (2)| Through circular, administrative and
clarified. practical view points are clarified.

(3) | Notice is a two way communication. (3)| Circular is a one way communication.
Employees can give notice to the It is sent to the subordinate employees
management and management to the form the management.
employees.

(4) | Circular can be issued on matters for (4)| Notice cannot be served for that
which a notice is served. matter for which circular is issued.

33

INTER DEPARTMENTAL AND EMPLOYEE RELATED CORRESPONDENCE



3.1.9 Model Letters :

(1) Show Cause Notice : Harshil Patel, an employee of the Seyan Chemicals Ltd, remained
absent from duty for 3 consecutive days without taking permission of the officer. Draft a show cause
notice on behalf of Seyan Chemicals Ltd.

SEYAN CHEMICALS LIMITED
Phone No. : (02642) 384XXXX G. L. D. C. Phase-II,
E-mail : seyan@gmail.com Dahej,

Taluko : Vagara
District : Bharuch -392110.

13th August, 2017

Shri Harshil Patel
(Packing Division)

Seyan Chemicals Ltd.
Dahej. Taluko : Vagra
District : Bharuch-392110

Subject : Seeking clarification for remaining absent from duty
without taking permission

Sir,

You remained absent continuously for 3 days from 10th August 2017 to 12th August
2017 without taking permission of the officer of your department.

Kindly take note that if the cause of your absence is not shown within 7 days, your
absence will be treated as violation of service rules and your salary for those days will be
deducted for remaining absent from duty without taking permission.

If this happens in future, it will be treated as violation of discipline and would result
into a break of service and you shall have to lose the benefits of a permanent employee.

Yours faithfully,

Ao Paked

Seyan Patel
(Manager HR)
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(2) Notice regarding voluntary resignation : Shri Jagdish Bhavsar desires voluntary retirement
from his company. Draft a letter regarding resignation notice.

Jagdish Bhavsar

Mechine Supervisor,
Shyam Industreis,

Naroda,
Ahmedabad-382330
Mobile No. : 8789889711

5th June, 2017

The Manager,
Shyam Industires,
Naroda,
Ahmedabd-382330

Subject : To sanction application for voluntary retirement
Sir,

I have been performing my duty as a machine supervisor in your company for the
last 10 years. I am highly satisfied for having spent important years of my career in your
company.

I want to take voluntary retirement due to my family and personal reasons. As per
the condition of service, it is necessary to inform 3 months prior to voluntary retirement.
I request you to relieve me from my 3 months from the date of this letter.

I request you to issue an order to pay me the accumulated provident fund, gratuity
and other benefits, due towards me.

Thank you.

Yours faithfully,

At

Jagdish Bhavsar
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(3) Circular regarding celebration of national festivals :

ACTIVE CO. OP. BANK LIMITED

Phone No. : (0288) 253XXXX (Head Office)
201 to 205, Ranjit Chambers,
Station Road,
Jamnagar-361003

5th August, 2017

To employees of all branches ....
Subject : Circular regarding Celebration of National Festivals

Friends,

According to the recommendations made by the Ministry of Human Resource
Development, from the current year, every government and non-government institutions shall
have to celebrate 150 August, Independence Day and 26th January, Republic Day as national
festivals with a view to strengthening patriotic feelings.

It is informed to all employees to remain present as part of duty.

Yours sincerely,

T/JQJJ

Dhavan Shah
(Administrative Manager)

Copy to :
All Branches of Bank

36

COMMERCIAL CORRESPONDENCE AND SECRETARIAL PRACTICE, STD. 12



(4) Circular, recommending to begin campaign to save water/electricity a national wealth

Gujarat Higher Secondary Education Board
Sector-12
Gandhinagar-382010

15th September, 2017
To Principals and teachers of all Schools .....
Subject : Circular regarding saving of water and electricity

To face the probable scarcity of water and electricity in Gujarat, Gujarat
government has sent circular No. : 4567/16 to all government, non-governmental and
semi-governmental organizations to take following steps to save water and electricity :

(1) Avoid the use of air conditioners except where they are highly needed.
(2) Switch off electricity from 8 pm to 6 am.

(3) Switch off lights and fans in all class rooms as soon as classes are over.
(4) Avoid wastage of water, check all taps and get them repaired if required.

(5) Get co-operation from students in the campaign for preventing the wastage of
national asset.

Co-operation of all employee groups is recommended. The implementation of circular
will be effective from the date of its receipt.

Yours faithfully,

P, folef’

(A. J. Patel)
Secretary
Gujarat Higher Secondary Education Board

Gandhinagar
Copy sent :
All Higher Secondary Schools of Gujarat State

3.1.10 Meaning of Memo : The term ‘Memo’ is normally misunderstood e.g. ‘sir will issue
memo if don’t reach office in time’; ‘boss will give memo if you make mistake in your work.” It reflects
a belief that when a mistake is committed by an employee and the employee is intimated about the same
in writing it is known as memo. But, it is a misconception.

A ‘Memo’ is, a letter, written by a senior officer to a subordinate or vice versa or employees
having equal status in the organization communicates in either a formal or informal letter.
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3.1.11 Characteristics of Memo :

(1) Memo is a letter written formally or informally.

(2) Memo is issued by a senior officer to a subordinate employee.

(3) Sometimes employees also give memo to their higher officer regarding the solution of their
problems and rights.

(4) Memo is also circulated between employees having equal status.

(5) The sole objective of a memo is to remind specific issues to whom it is addressed to.

(6) Memo is written in simple, lucid style.

(7) The details of memo are written in brief and to the point.

It is necessary to mention in a memo, the name of the employee, the designation and the department

and at the same time, it is important to mention the name of the person issuing the memo with the
signature. Normally, the memorandum is written in a predefined format. The format is below.

Pre-defined format of Memo

Name of the Company
To, .covvvennnnnee. Reference NoO: .......coeevviviicrinnnnnne
Sent through : ... Date : .o
Subject : oo

(1) ettt ettt b e b e a e s et s et st sen st s st naeaes
(2) ettt a bbb e st s bbb a s a et ent et et enp s saee
(3) corerereeeete ettt a et a e bt a bbb e s st et et saetent e s saee
Signature : ..o,
Designation : ........ccccoocvviiiiciiniiciecnns

Copy t0 & oo,

3.1.12 Model Letters :
(1) Memo giving information of the purchase process :

NAVKAR DIAMOND LTD.
Bapunagar, Ahmedabad-380024
To, Administrative Officer Ref. : NDL/A-191
From : Purchase Manager 27th February, 2017

Subject : Regarding purchases made by the Purchase Department

(1) On 20th February 2017, the order for 5000 rough diamonds has been placed to
Janta Diamond House, Mumbai.
(2) The consignment will be sent through Karishma Angadia firm on March 3td, 2017.
against which ¥ 50,000 will have to be paid cash on receipt of the goods.
Nitish Patel

N Gesh Polel

Copy sent to : Accounts officer (Purchase Manager)
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(2) Memo for extension of probation period :

ANGEL DAIRY PRODUCTS
Girmatha,
Ahmedabad-382425

To : Rohit Parmar Ref. : ADP/11/17
From : Managing Director 18t March, 2017

Subject : About extending probation period

(1) Shri Rohit Parmar joined the organization on 25th July, 2015 on the condition
of permanent appointment after one year probation period.

(2) In context with the change in rules of the institution, the probation period for
clerks is for 2 years.

(3) The decision to make the appointment of Shri Rohit Parmar permanent shall be

taken in July 2017.
Conmir ORah

Samir Shah
Managing Director
Copy sent to : Branch Manager

3.2 Employee Related Correspondence

3.2.1 Introduction : The importance of valued employees has increased due to increase of
technology for business activities of an organization. Presently, human resources are considered as wealth
in business so it is necessary to appoint efficient employees and to retain them. In these circumstances,
the process of recruitment of employees, promotion, transfer, demotion and end of the service are to be
properly handled and the correspondence in this regard should be done appropriately.

3.2.2 Meaning of Recruitment : In an ordinary sense, ‘recruitment’ means to appoint required
employees in a business firm or organization. However, the meaning of recruitment is not restricted to
recruit a person or fill vacant posts. In a broader sense, recruitment means to appoint an employee at a
proper time, with proper qualifications and in the required number. The main object of a recruitment
process is to obtain a qualified person from the experts from the concerned field.

In any organization or department, when there is a vacancy because of the introduction of new
departments, on the demise of an existing employee or when a vacant post is created due to the promotion
of an employee, new appointments are required. At that time, recruitment procedure is conducted.

Recruitment procedure is of two types: Direct and indirect style

(1) Direct recruitment is that type of recruitment when an employee is appointed from the present

or past employees of the company.

(2) Indirect recruitment is that type of recruitment when an employee is appointed through the

medium of advertisement or job placement agencies.
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3.2.3 Model of Letter Regarding Recruitment : Letters related to recruitment include
advertisement, letters inviting applications, letters informing written test, letters of invitation for individual
interview, letters written to intimate preliminary selection, final selection, medical test, etc. Now we shall
study model letters, pertaining to recruitment.

(1) Letter informing to remain present in written test :

V. T. PAREKH CHARTERED ACCOUNTS & CO.

Phone No. : (0281) 266XXXX Abhimanyu Complex,
E-mail : vtparekh@gmail.com Race course Raod,
Rajkot-360001

15th May, 2017

Paresh Padariya
C/80, Shivalay Flats,
Station Road,
Rajkot-360001

Subject : Written test for the post of an accounts officer
Sir,
On basis of the marksheets and certificates presented by you, we find you eligible for
the post ot Accounts officer in our company.
As per the recruitment procedure of our company, a written test is planned for the
above post, for all candidates.

The written test will have objective questions of 200 marks. This test will include
general knowledge, knowledge of accounting on computer (Tally) and other issues related to
accounts. The written test will be of 2 hours. Successful candidates will be called for personal
interview. Details of the written test are as below :

Date & Day : 29th May 2017 Monday
Time ¢ 10.30 am to 12.30 pm
Venue :  Conference room, First Floor, V.T. Parekh Charted Accounts & Co.

Strict observation of the time duration is expected
Yours sincerely,

J%\}w V=Fareth

Dhruv Parekh
(Partner)
Note : Candidate has to remain present for written test at his/her own expenses.
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(2) Letter informing to attend personal interview :

KAVERI COMMUNICATION CENTER

Phone No. : (022) 265454XXXX Indraprashth Complex,
E-mail : kcc1985@gmail.com S. V. Raod,
Boriwalli (East),
Mumbai-400066

5th July, 2017

Shri Raju Solanki,
A/302, Mahisagar Tower,
Dharmabhumi Road,
Bhavnagar-364002
Subject : About attending Personal Interview
Sir,

In reference to your application, dated 25th June 2017 regarding assistant officer, we
let you know that your qualifications and experience are suitable to the post. You are
requested to appear before the selection committee for a personal interview on July 2017,
Thursday at 1.30p.m. at our Head office.

You are requested to bring original copies of your academic qualifications and certificate
of experience. Those who are working presently should produce ‘No objection Certificate’
(NOC) from the Head of the institution where they are working.

Yours sincerely,

(>Za./g+- JLgng

Sadik Mohamad
(Manager)

Kaveri Communication Center

Note : No allowance or expenses will be paid to remain present at the venue of interview.

3.2.4 Meaning of Recruitment : After giving an advertisement for the recruitment, qualified
candidates are selected. The procedure of selection varies in different organizations, firms or units.
The basis of selection depends on the size of the organization, its scope and types of employees
etc. After selecting the employee, he/she is appointed for the post for which he/she is selected.
Candidates selected are given appointment letters.

41
INTER DEPARTMENTAL AND EMPLOYEE RELATED CORRESPONDENCE



3.2.5 Details Covered in the Letter of Appointment : Generally, the following details are
included in an Appointment letter :

(1) Letter begins with words of “Congratulation”

(2) The designation for which appointment is made is mentioned.

(3) It is clarified whether the appointment is on probation / permanent / part-time.

(4) The period of probation is mentioned if the appointment is on probation.

(5) The appointment letter, carries information regarding salary, allowances and increments to be
given to the employee is provided.

(6) Candidate is informed to send an acknowledgement letter or is informed of how many days he
has to report on duty.

(7) The appointment letter ends with good wishes.

3.2.6 Model Letter Regarding Appointrnent :

RADHE INDUSTRIES

Phone No. : (079) 285XXXX Sun Complex,

E-mail : radhe12@gmail.com C. G Road,
Ahmedabad-380 009
7th March, 2017

Shilpa Patel,

A/7, Giriraj Tenament,

Ishanpur,

Ahmedabad-382443
Subject : Regarding Appointment of Assistant Manager
Madam,

We are pleased to inform you that you have been successful in the written test,
conducted on 28th February, 2017 by our company for the post of assistant manager and
thereafter in the personal interview, too. We congratulate you on being appointed to the said
post.

Your appointment is subject to following conditions :

(1) Your probation period will be of one year from the date of assuring your duty.
Your appointment will be made permanent if your performance is found
satisfactory during the period.

(2)  You have been appointed in the grade of 9000-525-13000. You shall be entitled
to get other allowances and leaves on completion of the probation period.

(3) You shall have to present yourself with an acknowledgement letter before our
manager on or before 30th March, 2017 till 12.00 pm.

Best Wishes,
Yours sincerely,

/nlf(/"m‘-ﬁ— MU\.

Samule Desoza
(Administrative Officer)
Radhe Industries
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3.2.7. Meaning of Promotion : The basic need of any organization is to retain the human resources
properly. Structure of any firm or organization is arranged in such a way that provides encouragement to
employees for progress. One of the stages of this structure means promotion for employee. Promotion is
said to be raise in designation. In normal sense, promotion means to raise an employee from the present
designation to higher post. Due to promotion, an employee gains economic benefit and the status as well.

3.2.8 Reason for Promotion :

(1) When the employee completes a certain fixed years in service, he/she gets promotion.

(2) When the employee acquires additional academic or technical qualification, he/she is promoted.

(3) When the employee acquires special achievement, he/she is promoted.

(4) Considering the special expertise/skill, the employee is promoted.

(5) Promotion is given considering the need of the organization.

3.2.9 Model Letter Regarding Promotion :
MEHTA BROTHERS

Phone No. : (02766) 25XXXX Shanti Complex,

E-mail : mahetabro@gmail.com Patan Road,
Mahesana-384210
28th November, 2017

Shri Vidhyut Desai,

Senior Clerk,

Accounts Department,

Mehta Brothers,

Mahesana

Subject : Letter informing promotion

Sir,

We are very pleased to inform you that you have been promoted from your present
designation to the Manager of the Accounts Department.

As per the policy of the company, the employee who achieves additional academic
qualifications or technical qualifications set by the company within 5 years of service is highly
rewarded by the company.

You have been promoted to the Manager of Accounts Department as the additional
qualifications you have obtained and the experience you have gained the policy of our
company.

You have been appointed for the above post from 10th December 2017. Information
regarding changed terms and conditions of service, new pay scale and other allowances etc.
are given in the letter enclosed. You are requested to assure duties from the date mentioned
in the letter.

Best wishes,

Yours Sincerely,

Py X 27270 ot 35&
Ghanshyam Chaudhary
HR Manager

Copy to : Administrative Department
Finance Department
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3.2.10 Meaning of Transfer : The function of HR manager is to get employees, assign them
work according to their abilities, to train them and to retain them. When an employee is shifted from one
place to some other place without any significant change in responsibility, duty, designation, remuneration
and skills required is called transfer. A transfer can be from one branch to another branch or from one
department to another department. Employee is informed well in advance regarding the transfer but in
certain essential services, transfer is made and implemented immediately.

3.2.11 Objectives of Transfer :

(1) When the employee is under worked in one department

(2) When the employee is proven unable to a perform his/her duty

(3) When the employee has committed financial fraudulence

(4) When the employee shows indiscipline and negligence

(5) When the employee faces any emergency or changes in the physical condition

(6) To avoid probable conflict between the Head of the Department or with the colleague with

whom he/she has a bitter relations with either of them.

(7) To obtain the benefit of special skill of the employee for other department of organization

(8) To let the employee learn procedure of each department of the organization

3.2.12 Model Letter for Transfer :

SABAR FINANCE LTD.

Phone No. : (02772) 287XXXX Mangalam Tower,

E-mail : sabarfl@gmail.com Motipura Circle,
Himmatnagar-383001
24th April, 2017

Shri Jayesh Chavda,

Senior Clerk,

Administrative Department,

Sabar Finance Ltd.
Himatnagar-383001

Subject : Transfer to Finance Department
Sir,

In reference to the above mentioned subject, we inform that you have been transferred
as senior clerk to the Finance Department from your current position of senior clerk in
Administrative Department, effective from 10th May, 2017.

As per the policy of the company, when any employee of class 3, completes three
years of service, the employee is transferred to another department with the same designation
so that each employee of the company is well informed about each work of every department
and utilize his/her skills for the overall development of the company.

Note that no change is applicable in terms and conditions of service and pay scale.

Thanks.

Yours sincerely,

)a'f W{ﬁ i PZ--SW ‘f"‘g
Santosh Purohit

(Manager)
Administrative Department

Copy to : Finance Department
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3.2.13 Meaning of Demotion : Monitor the way of working, performance and behavior of
employees is also an important facet of Management. When any employee is unable to perform the job
according to the designation then this employee is put at the lower rank from his/her present designation.
This change is known as demotion. Due to demotion, there is a reduction in the pay scale, authority,
prestige, responsibility etc. are reduced.

3.2.14 Circumstances Related to Demotion : A decision of demotion is taken under the following
circumstances :

(1) In spite of repeatedly drawn attention, the employee neglects duty

(2) Continuous reduction in the efficiency of the employee

(3) Some of serious malpractice is performed by the employee

(4) Repeated breach of discipline by an employee

It is necessary to clarify the reason for demotion in the correspondence related to demotion. Indiscipline,
malpractice or Breach of Rule will be thoroughly examined and final decision will be taken. This should be
mentioned in the letter. The letter should also clarify the changed pay scale, rent and allowances, perks etc.
Letter regarding demotion is an undesirable step but it is to be taken when necessary.

3.2.15 Model Letter Regarding Demotion :

VIRBHADRA ESTATE HOUSE
Phone No. : (0261) 2588XXXX Setu Avenue,
E-mail : virbhadra@gmail.com Varachha Road,

Surat-395006

10th May, 2017

Subject : Placing an employee into a lower grade
Sir,

You are placed to the post of a junior accountant and you have been relieved from
your present designation as a senior accountant with an immediate effect from 11th May
2017. This instruction is to be followed promptly.

It has come to the notice of the higher authorities that you have been involved in those
kinds of activities which do not suit with the grace of your status of a senior officer since the
last few months. Of late it has been known that you are associated with the activities damaging
the dignity of the post of senior accountant. Primary evidences in this regard has also been
obtained and in this context, your attention was also drawn through the letter, dated gth April
2017 but no explanation has been received from your side. Considering this matter as a Breach
of Discipline, the Administrative Department has decided to place you to a lower designation
and grade, as a measure of punishment and take serious note of it. Through this letter, you are
given an opportunity to improve but if there is no positive change in your work then you should
be well aware that the company also holds powers to relive you from service.

If you wish, you can clarify the matter in this regard to your HR manager within
3 days.

Yours sincerely,

P

Gautam Trivedi
Assistant Manager
HR Department
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3.2.16 Completion of Service : Employee and employer are aware of the conditions of the
completion of service. The consequences of being relieved from a job and dismissal from job are the
same yet there is wide difference in the procedure of both.

(1) Regarding Dismissal of Eemployee : Normally any organization thinks comprehensively
before taking the drastic step of removing an employee from service. Before taking this decision, many
correspondences have to occur between the employee and the employer. But when the employer
does not find the clarification given by the employee satisfactory, then the management decides to
dismiss the employee from service.

When a department of the company is to be merged / discontinued or the unit may be converted
into fully automatic unit or if the contract is over for such reasons the situations of relieving of the
employee arises, so to maintain the dignity of the employee who has served the organisation for
long time and to maintain cordial relations between both the parties, Voluntary retirement scheme
(VRS) is introduced. All retirement benefits are also taken care of. When ever, an employee is
found disclosing confidential matter to the competitor or being non co-operatinve or is indisciplined
he / she is relieved of his / her duty with immediate effect with out any benefits of retirement.

(2) Regarding Relieving from Job (Resignation) : Sometimes, an employee prefers to
discontinue the job for his/her personal reasons. Resignation means an employee’s written declaration
to give up one’s office willingly.

When the employee is getting a better and higher opportunity in another organization or his/her
ill-health or personal reasons don’t permit him/her to work, a difference of opinion arise with the
management or he/she is accused of false charge or he/she is migrating with the family, the employee
submits his/her resignation from service and receives all financial benefits and rights due to him.

3.2.17 Model Letters Pertaining Completion of Service :

(1) Letter Informing about Completion of Service :

GARVI GUJARAT (INDIA) PRIVATE LIMITED

Phone No. : (079) 28178XXXX 105, Sumeru Tower,
E-mail : garvigujrat@gmail.com Odhav,
Ahmedabad-382450

2nd November, 2017

Shri Bhavin Vyas,
Sales Executive,
Garvi Gujarat (India) Private Limited
QOdhav, Ahmedabad-382450
Subject : Completion of Service
Sir,

You are well aware that your appointment as a sales executive, which was sanctioned
on contractual basis for the period of two years expires on 30th November, 2017.

Your appointment was made to canvass and spread the products of the company in
three districts of the North Gujarat. Your quarterly sales summary shows that you have
popularized the products in North Gujarat. You have been successful in developing a market
for our product. The management is highly pleased and satisfied with your performance.

On the last day of your duty, you will be given a certificate of appreciation along with
amount that is due to you.

Best wishes for you bright and progressive career.
Yours faithfully,

. QL/"”"'

Jitendra Shukla
(Chief Officer)

Garvi Gujarat (India) Privet Limited
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(2) Letter of Order of Compulsory Retirement from Service :

SAURASHTRA CO-OP. BANK LIMITED

Phone No. : (02792) 278XXXX Branch Sr. No. : 10
Station Road,
Dhari,
District : Armreli=364522

5th December, 2017

Shri Rajkiran Purohit
Accountant

Branch Sr. No. : 10
Station Road,

Dhari,

District : Armreli-364522

Subject : Order for compulsory retirement from service
Sir,

In the context of the above mentioned subject, a committee was appointed to
make a departmental inquiry, regarding the serious charges of financial malpractices made
against you. As per the committee report, all charges have been proved so an order has
been issued to terminate your service with immediate effect for compulsory retirement.

It may be noted that on humanitarian ground, post - retirement benefits are not being
curtailed.

Yours sincerely,
T A
YA
0—3 :
Jayesh Amin

(Branch Manager)
Saurashtra Co-op. Bank Limited

Copy to : Account Department
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[What did you learn in this chapter ?}

You learnt in this chapter that in each business firm / commercial organization
various activaties are carried out. These departments are inter-connected, as part of
inter-departmental correspondence, communication does exist between designation holders.
This correspondence is in the form of notice, circular or memo. This correspondence
was explained through model letters, appointment of employees, service of the employees,
completion of employee’s service, etc. The meaning, circumstances, causes, objectives
of this process is known from the model letters.

SELF -STUDY

1. Select correct option for the following questions :

(1) Which of the following letter is written to inform the employees regarding constitutional or
infrastructural matter of the office or business organization/firm ?

(A) Circular (B) Memo (C) Notice (D) Leaflets
(2) Which letter is written to inform the employees about code of conduct formed by the

company ?

(A) Memo (B) Circular (C) Notice (D) Application letter
(3) Which letter is addressed to not one employee but to the entire group of employees ?

(A) Circular (B) Memo

(C) Notice (D) Letter demanding clarification

(4) Which letter does an employee write to the senior officer regarding his rights or the solution of
his problem ?

(A) Circular (B) Memo (C) Notice (D) Instruction letter
(5) Which of the following is not mentioned in the letter of personal interview ?
(A) Venue of personal interview (B) Time of the personal interview
(C) Clarification of expense of travelling (D) Rules of services
(6) Which of the following is mentioned in the letter informing the candidate to remain present in
examination ?
(A) Time and place of written examination  (B) Result of written examination
(C) Appointment order (D) Advertisement of recruitment
(7) What is written at the end of an appointment letter ?
(A) Good wishes (B) Congratulation
(C) Reminder (D) Result of written interview

(8) What is the process in which there is a change in employee’s present designation, compensation,
responsibility and he receives more economic benefit, higher status etc. called ?

(A) Recruitment (B) Promotion (C) Demotion (D) Transfer
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(9) If workload in one department of the company, exceeds another then, in which process are the
employees involved ?

(A) promoted (B) resign (C) transferred (D) demoted

(10) When the employee frequently commits indiscipline, which punishment does the business firm
give, as the last resort ?

(A) Promotion (B) Demotion (C) Completion of service (D) Transfer
Answer the following questions in one sentence :
1) What is interdepartmental correspondence ?
2) Which form is used in Inter departmental correspondence ?

W
—

Which concept does Circular hold ?

N
—

In which letter date and time hold special importance ?

Lh
—

Which letters, mostly do not use salutation and complimentary close ?
What is a Memo ?

What are the objectives of a recruitment procedure ?

|
—_—

8) What are the objectives of memo ?
9) What is a promotion ?
10) Which changes occur in the salary and authority of the employee due to demotion ?

— — o e e e e —
S—

11) What is a resignation ?
Answer the following questions to the point :

(1) Why is interdepartmental correspondence necessary today in spite of modem communication
media ?

3]
el

Describe the objectives of notice.

(8
—

Explain the difference between Notice and Circular.

N
—

Explain the characteristics of a Memo.
Explain the functions of a Circular.
Prepare the format of a Memo.

[=a T,
—_— —

Explain any four factors included in the appointment letter ?
8
9) Give the meaning of recruitment and its method.

L

What are the reasons for the recruitment of employees ?

10) Give the reasons for promotion.
11) Explain the objectives of transfer.

— e o o o e e e e p— p—
S

12) Explain the circumstances of demotion.

Draft the letter considering the following information :

(1) Draft a letter in the form of notice asking an employee a clarification for not remaining present
in the office during his duty hours.

(2) Draft a letter in the form of notice regarding the violation of discipline by an employee by not

wearing an identity card around his neck during office hours.
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)

®)

©)

™

®

©

Draft a circular giving instructions to teachers regarding speedy work of assessment as the
decision to declare result earlier has already been taken.

Draft a circular for the employees of a government hospital to park their vehicles in the allotted
parking space given by the organization.

Draft a memo to all the branches of Megh Malhar Chemicals Company to submit the quarterly
report.

Draft a letter from sales department in the form of a memo giving information of last two

month’s sales procedure in your company.

Sahayog Textiles, Mahesana requires a marketing manager to sell its products. In this regard,
draft a letter to a candidate to remain present for medical examination as part of the recruitment
process.

Draft a letter on behalf of an election officer to appoint an employee on temporary basis for
the program for Rectification in Voters’ List.

In consideration of the special acheivements of an employee, he has been promoted. Draft a
letter informing him of the promotion.

(10) Draft a letter regarding the transfer of an employee.

(11) Draft a letter informing an employee about demotion for breaching of discipline.

(12) Draft a letter requesting for voluntary retirement from service (VRS)

50

COMMERCIAL CORRESPONDENCE AND SECRETARIAL PRACTICE, STD. 12



4 INSURANCE LETTERS

What will you Learn in this Chapter ? 4.1 Introduction

We are confronted with unexpected
. problems posed by destiny many a times.
4.2 Necessity for Insurance Certain unforeseen, unanticipated incidents occur
4.3 Types of Insurance in such a way that we, for ourselves and for
44 Example Letters of Insurance Correspondence | oy family members, urgently feel the need of a

safety shield that protects our wealth and possessions. It is difficult to predict accident, sickness,
death, loss in business, natural or man-made disaster resulting into catastrophe and therefore it
becomes essential to take precautions. Insurance means a foresighted arrangement to meet possible
monetary loss or eventuality. Due to various insurance services, it becomes easy to get re-established
after unanticipated consequences.

4.1 Introduction

4.2 Necessity for Insurance

Man undertakes several activities during his lifetime and such activities are never free from bundle
of risks. In the market, shops are loaded with stock. Factories have machines, raw materials and goods
produced. These goods are transported from one place to other by means of transport like train, truck
or ship. There are possibilities of theft, burglary, natural or man-made adversities, resulting in loss. There
also remain likelihood of accidents or damage during transit. Human being, who conducts and manages
business, too is not free from the fear of sickness, accident or untimely death. We cannot avoid such
possible risks but can care and prepare preventive measures. Insurance services are available for all of
them. If insurance facility is availed in advance, then there is a prospect for protection against such
probable dangers and misfortunes.

In case of human beings, the scope of activities during their lifetime is ever expanding in contemporary
times. Keeping pace with it, as per the need, radical features are being covered as part of insurance
services. Now, any and almost every matter has been a part of insurance contract. In modern days, with
growing complexities of financial world and threats on individual skills of human beings, range and number
of insurable concerns are also increasing.For example, singers can opt for insurance of their voice and
dancers of their feet; so that when their ability to sing or dance is accidently discontinued, insurance
company pays them the insured amount. Thus, in these days, insurance service plays a significant role.

Insurance service is the type of an arrangement by which monetary returns can be arranged for
accidental loss or harm. Accordingly, the person/institute opting for insurance is called the Insured and
the company/institute providing insurance services is called the Insurer. From the point of view of basic
characteristics of insurance services, it is evident that insurance is a sort of a process where the insured
opts for a particular insurance policy presuming the seriousness of risk. With certain policies, he gets the
insured amount (in case of loss or harm)and with certain, the nominee or assignee gets it. In fact, all
insured who buy insurance policy do not have to claim the insured amount. In case of whole-life insurance
policy, the nominee/assignee claims after the death of the insured. However, the assurance that one gets
against the risk is the greatest solace. In fact insurance is a security which provides protection against the
probable monetary risk resulting out of uncertainty in life.

Insurance is such a contract between the insured and the insurer wherein the insured pays an
amount at regular intervals; i.e. premium and is paid back by the insurer in case of age, death or risk of
unfortunate event against which insurance is availed. Thus the insured who regularly pays premium gets
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the solace of assurance and security. By various insurance policies, the common man gets the guarantee
of monetary help during sickness, regular income after retirement and financial aid to the relatives of the
departed ones. The businessman gets relief from the tension of loss, harm or unanticipated worries.

4.3 Types of Insurance

Considering the policies and professional services provided by the insurance companies, insurance
services can be divided into two types :

e Life Insurance :
- Life insurance is the most popular form of insurance services

- Whole-life Insurance Policy : The nominee/assignee is paid the insured amount after the
death of the insured

- Endowment Policy : As per the nature of policy, the insured gets regular income at prefixed
recesses or at regular intervals

- Accident Policy : Accidents occur during travel by Rail, Road and Air due to the stress of
modern living. The insured gets additional amount against loss of life resulting from such
accidents.

e General Insurance :

- Mediclaim Policy : In modern days, due to physical exertion and mental stress, the ratio of
sickness has increased from a young age itself. The insured gets protection to meet the
expenses of treatment/drugs/surgery during his own sickness

- Fire Insurance Policy : This policy provides protection against fire and resulting damage to
goods/materials stored in residential and commercial complexes. This policy can be extended
with mutual understanding for protection against storm, floods, earthquake and natural or
man-made calamities

- Marine Insurance : As part of this insurance policy, the responsibility of ship, its cargo,
owner, crew and passengers is covered. It provides protection against the risks of fire,
tempest or other sea hazards. It also includes third party risk

- Motor-vehicle Insurance : This policy provides protection against damage and theft of
vehicles like car, truck, motor-cycle etc.

- Burglary/Theft Insurance : This policy provides protection against damage and theft at
the place covered in the policy

In addition to these, insurance policies for crops insurance, cattle insurance, insurance of the charged
property/securities offered, are also available

Thus insurance service is an arrangement based on the principle of repayment for loss wherein
selection and purchase of appropriate policy in advance and regular payment of premiums remain accepted
facts. The insured is freed from great worries by paying regular premiums.

4.4 Example Letters of Insurance Correspondence

The scope of insurance is quite wide but from the point of view of syllabus, we shall concentrate
on letters of life insurance and fire insurance. At this point it should be noted that these letters are a part
of syllabus and therefore in the letters seeking information, it is not preferable just to write - ‘kindly
furnish information’. It is rather advisable to go for an approach of conveying whatever partial information
you possess and wish to get it completed and verified. Letters of claim must possess all necessary and
complete details necessary for claim. Letters for buying appropriate policy should also include request
for prompt implementation after selecting the policy.
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(1) Letter inquiring about various life insurance policies :

Shri Narottam Savani residing on Anandmahal Road, Surat, wants to purchase life insurance
policy. Write his letter inquiring about various life insurance policies addressed to Life Insurance
Corporation of India.

Mobile No. : 91-942764XXXX Narottam Savani
18, Matruvandana Society,
Opp. Fire Station,
Anandmahal Road,
Adajan,
Surat-395009

18th September, 2017

The Manager,

Life Insurance Corporation of India,
Adajan Branch,

Surat

Dear Sir,
Subject : Inquiry about various life insurance policies

I, Narottam Savani, want to confirm security by buying a suitable policy from the
range of policies offering life insurance. I have full faith in the services provided by your firm
- i.e. Life Insurance Corporation of India.

I am a 30 year old, healthy, married man running the business of provision items in the
city for the last five years. I live with my parents, wife and a two year old child in a house
owned by me. My father helps me in my business and I am the sole bread-winner. I would
like to inform you that I am capable of paying a premium of ¥ 4000/- at a interval of six
months.

I want to opt for an appropriate policy from the array of your trustworthy policies. I
request you to send a pamphlet providing information about them. If possible, please arrange
to send your agent so that I can take timely, appropriate decision.

Thank you,

Yours sincerely,

No‘_;vhw'
Ve

Narottam Savani
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(2) Letter inquiring about additional benefits available on life insurance policy :

Smt. Vrunda Shivakrushnan has secured herself with a life insurance policy since last five years.
On her behalf, write a letter inquiring about additional benefits available on it.

Phone No. : 079-2674XXXX Smt Vrunda Shivakrushnan
507, Surya Konark Apartments,
Near Nehru Park,
Vastrapur,
Ahmedabad-380015

30th August, 2017
The Manager,
Life Insurance Corporation of India,
Branch-835
Jeevan Prakash Building,
Relief Road, Ahmedabad-380002

Dear Sir,

Subject  : Inquiry about additional benefits available on LIP
Reference : Jeevan Trupti Policy no: 0347689/06

With above reference, I wish to inform you that I purchased JeevanTrupti policy in
2006 and have paid premiums regularly.

I have come to know that it is possible to get additional benefits attached to a policy
purchased earlier. Please do inform whether Double Accident Benefit can now be availed
with the above mentioned policy. As part of this scheme, if the policy holder dies an accidental
death and if it is endorsed by the postmortem report, then the nominee/beneficiary gets
double the insured amount. Also if during the policy limit, the policy holder meets with an
unnatural death, and all the premiums are regularly paid, then the insurance company pays a
Final Additional Bonus in addition to bonus, on maturity date. Can both the benefits be
availed on my policy ?

Since I wish to avail additional benefits on existing life insurance policy, I am ready to
a rise in the premium amount. I will complete necessary formalities, whenever called; on
working days. I await prompt reply from you.

Thank you.

Yours sincerely,

[ Glakdushn

Vrunda Shivakrushnan
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(3) Inquiry about revival of lapsed Life Insurance Policy (LIP) :

Haji Usmangani Keriwala has realised that he has forgotten to pay premiums of the LIP he purchased
earlier. Write his letter of inquiry for the revival of the same.

Phone No. : 02638-248XXXX Haji Mohmmad Usmangani Keriwala
Opp. Juni Masjid,
Station Road,
Navsari-396445

28th July, 2017

The Manager,

Life Insurance Corporation of India,
Station Road Branch,
Navsari-396445

Janab,
Subject  : Inquiry about revival of lapsed LIP
Reference : Jeevan Santosh Policy no: 03496689/13

With above reference, I wish to inform you that I purchased a Jeevan Santosh
policy in 2013. As per the pre-decided arrangement, I have regularly paid quarterly
premiums for two years.

I went for the Hajj Pilgrimage in 2015 and thereafter forgot to pay premiums. As
a result, I have received intimation from you regarding the lapse of policy. I am interested
in reviving the above lapsed policy and request you to supply the following information;
if you can :
e Date of last premium paid
e Number of instalments/premiums not paid
e Total amount left to be paid
e Interest amount on the total unpaid amount
e Any scheme for interest redemption
e Documents/papers required
Please furnish the above information. I do not mind coming to your office to complete
necessary formalities. Kindly oblige with a prompt reply.
Thank you.
Yours sincerely,

UL Kpaet

Usmangani Keriwala
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(4) Letter requesting change in the mode of premium payment :

Mr Vijay Tandel wishes to get (duration) mode of premium payment changed. Write his letter of
request to the insurance company :

Phone No. : +91942717XXXX Vijay Tandel
Near Lambi Khadi,
Bandar Road,
Mangrol-362225

18th November, 2017

The Manager,

Life Insurance Corporation of India,
Near Tower,

Mangrol-362225

Sirji,
Subject  : Request for change in mode of Premium payment
Reference : Jeevan Pramod Policy no: 0579641109/12

With above reference, I wish to inform you that I purchased Jeevan Pramod policy
in 2012. I have also paid regular premiums thereafter.

While purchasing the policy, keeping in mind my circumstances, I had opted for
half-yearly mode of premium payment. Now, with easier availability of funds. I am in a
position to pay larger amounts on yearly basis. As I understand,the amount gets lessened
by paying in yearly mode as compared to the half-yearly mode. As explained by LIC
agent, I shall have to pay ¥ 21000/- once a year, which is acceptable to me. If the
change I wish is possible, kindly do it instantly.

I shall come to your office to complete necessary formalities; if need be. I expect
a prompt reply from you.

Thank you.

Yours sincerely,

Vijay Tandel
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(5) Letter from nominee/assignee claiming insured amount of the LIP after the death of
the insured :

Write a letter from Mr Brenden Frank intimating LIC of India, the death of his father Mr Antony
Frank and claiming the insured amount as a nominee/assignee.

Mobile No. : +91982405XXXX Brenden Frank
B/207, Regal Avenue,
Opp. Raghav Petrol Pump,
Syamyji Krushna Verma Road,
Jamnagar-361001

5th December, 2017

The Manager,

Life Insurance Corporation of India,
Branch No. : 205
Jamnagar-361001

Subject : Claim for insured amount of LIP
Reference: Jeevan Utsah Policy no: 057978509/88

Dear Sir,

With the above reference, I wish to inform you that my father Mr Antony Frank had
purchased a Jeevan Utsah policy in 1988 and had regularly paid premiums thereafter. I
would herewith like to inform you that he died a peaceful, natural death on 30th November,
2017, at home.

As per the policy details, I, being the nominee, am officially entitled to claim the insured
amount. I request you to send claim forms to complete the procedure. A copy of death
certificate of Mr Antony Frank is enclosed with this letter.

I expect a prompt reply and help for smooth completion of the procedure from you.

Thank you.
Yours faithfully,

Brenden Frank

Enclosure : Copy of death certificate.
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(6) Letter for buying Mediclaim Policy :
On behalf of Shri Sarabjitsingh Sodhi, write a letter to United India Insurance Company,
Bhavanagar for buying a Mediclaim policy.

Phone No. : +91842574XXXX Sarabjitsingh Sodhi
702, Vidisha Flats,
K. K. Road,
Bhavanagar-364001

25th January, 2018

The Manager,
United India Insurance Company,
Swaminarayan Chowk,
Bhavanagar-364001
Subject : Buying a Mediclaim Policy
Dear sir,

I wish to purchase a Mediclaim policy offered by your Company. It is very difficult
to shoulder family responsibilities amidst the busy life full of mental stress. It has become
imperative to have the safety shield of insurance to meet expenses of medical treatment
and drugs.

I own a garage in the city and run an independent business of vehicle repair for
the last five years. I am a 40 year old, married man and enjoy good health.

I request you to supply information regarding various mediclaim policies that may
suit me. I am inclined to select a suitable policy and go for the necessary procedure of
buying it. I also request you to arrange for prompt follow up work for the policy I
select.

Thank you.

Yours truly,

Sarabjitsingh Sodhi
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(7) Letter of claim against Fire Insurance Policy :

A fire broke out in the residential premises of Shri Tekchand Mirchandani. He has got fire Insurance
Policy. Write his letter claiming for the loss as a result of fire accident :

Phone No. : +919842577XXXX Tekchand Mirchanadani
102, Sai Society,
Kalavad Road,
Rajkot-360001

29th January, 2018

The Manager,
New India Assurance Company,
Azad Chowk,
Rajkot-360001

Subject : Claim for loss resulting out of fire

Reference: Fire Insurance Policy no: 057978509/06
Dear Sir,

With reference to my above mentioned policy, all my assets including the building and
compound of my residence have been secured against loss resulting from fire and natural
calamities like lightening, earthquake or building collapse in normal case. The details of loss
incurred as a result of fire in my residential premises is as follows :

(a) Location : 102, Sai Society, Kalavad Road, Rajkot

(b) Day/date/time : Tuesday, 26th January, 2018, 8.15 am

(¢) Intimation of fire : Smoke/foul smell, Tuesday, 26th January, 2018, 8.25am
(d) Intimation to fire station : Tuesday, 26th January, 2018, 8.30am

(e) Reason for fire : Initially seems to be short circuit

() Details of loss : As per the attachment

(g) Intimation to police : Tuesday, 26th January, 2018, 11.55am

(h) A copy of First Information Report (FIR) is enclosed

I request you to take quick action.

Thank you.

Yours truly,
T @indrurdant

Tekchand Mirchanadani

Enclosure : (1) Details of loss
(2) Copy of FIR
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loss, which is difficult to meet, can trouble anyone, anytime in any form. Arranging
insurance facility, with proper saving, provides a protective cover against financial loss.
Insurance is a contract between the insurer and the insured e There are mainly two
types of insurance : (i) Life insurance (i) General Insurance @ We studied letters regarding
Insurance Correspondence.

|'What have you learnt in this chapter ?}

L

e In recent times it has become necessary to avail insurance policies. ® Financial

Self-Study

1. Select appropriate options and write answers to the following :

(M

)

€)

)

What assurance do the family members of the insured get ?

(A) Freedom from accidental calamity (B) Monetary security

(C) Social relations (D) Health security

Which type of an insurance policy allows claim of insured amount to the nominee/assignee ?
(A) Whole-life Insurance Policy (B) Term Insurance Policy

(C) General Insurance Policy (D) Third-party Insurance Policy

When a person buys an insurance policy, what is the outcome between the insurer and the
insured called ?

(A) Insurance Service (B) Monetary security (C) Registration (D) Contract
What is the insurance policy associated with health called ?

(A) Life Insurance (B) Mediclaim Insurance

(C) General Insurance (D) Crop Insurance

2. Answer the following questions in brief :

(1
)
€)
4)
©)
(6)
™)

What are the basic characteristics of Insurance services ?

Why are radical features being covered, these days, as part of insurance services ?
What does the facility of insurance provide protection against ?

What are the main types of insurance ?

Name the different types of insurance.

What does premium mean ?

What is the significance of a premium in the contract of insurance ?

3. Write letters on the basis of the information provided :

1)

)
®)
4)

28 year old Kandarp Jani works on a higher position in a private company. He wishes to
protect his family members with insurance facility. Write a letter to LIC of India inquiring about
an appropriate policy that he can go for.

Mrs Esha Pillai wants information about the revival of her LIP. Write her letter.
From Ms Aban Patel, write a letter requesting change in the mode of premium payment.

Write a letter from the nominee of late Shri Poonamchand Ravat claiming the insured amount
on his LIP.

(5) Mr Harshvardhan Chopra wishes to buy a mediclaim policy. Write a letter, addressed to
Insurance Company, on his behalf.
.
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5 E-COMMUNICATION

What will you learn in this chapter ?

5.1 Introduction

5.2 Meaning of E-Communication and its
Explanation

5.3 Forms of E-Communication

5.4 E-mail
54.1
54.2

Form of E-mail
Points to be Considered while
Writing E-mail
5.4.3 Examples of E-mails
5.5 Various Types of Communication
5.5.1 E-Commerce
5.5.2 E-Banking

5.5.2.1 ECS (Electronic Clearing
Services)

5.5.2.2 RTGS (Real Time Gross
Settlement)

E-Learning and Video Conferencing
E-Tendering

E-Auction

E-Filing

E-Booking

E-Stamping

E-Governance

553
554
5.5.5
5.5.6
5.5.7
55.8
559
5.5.10 Ihustrations of E-Communication

5.1 Introduction

Conventional communication plays a vital
role in exchanging information and messages. When
information and messages are pertaining to
commerce, we call it commercial communication.
Through commercial communication/
correspondence, sale and purchase of goods,
advertisements, complaints, collection, appreciation
of quality of products or services are undertaken.
With changing business trends and considering the
expectations of customers, it is the need of the
hour to make radical changes in the traditional
pattern of communication. We find drastic changes
in commercial activities of sales and purchase and
in service oriented commercial sector. To extend
the scope of business and for the survival of
business in a competitive world, we should adopt
modern communication technology and implement
it as much as possible. Modern methods of
information and technology of communication are
known as ‘e-communication’ and commercial
activities carried out through them are called
‘e-commerce’.

5.2 Meaning of E-Communication and its

Explanation

Communication carried out through the use
of electronic media and devices is called
E-communication. The letter ‘E’ used in
E-communication suggests ‘electronics’. In
E-communcation, information is exchanged through
e-mails, video and tele conferencing, television

network or online services with help gadgets like computers, laptops, mobilephones using the Internet.
Scope and influence of E-communication has increased on internal as well as external communication of
commercial firms or large business firms. Government offices, Corporations, Financial, Education and
Voluntary Institutions have started adopting E-communication rapidly. Through E-communication, the
process of communication has become speedy, wide spread and less expensive and has reached global

level
5.3 Forms of E-Communication

There are many forms of E-communication. Each form has its own method of functioning, expenses,
instruments, gadgets, patterns and limitations. Any person or any firm associated with business activity
should use one or more than one type of E-communication considering one’s business and services. The
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six main forms of E-communication that are widely used are as under :

(1) E-mail (2) Instant messages
(3) Website (4) Video
(5) Audio (6) Text messages
Let us study E-mail in detail as it is included in syllabus.

5.4 E-mail

E-mail is one of the mamn forms of E-communication. Today e-mail is used as an important medium
of correspondence.

Generally written correspondence is used to exchange messages and information. Similarly messages
and information can also be exchanged through E-mail. Correspondence carried out through electronic
media is known as E-mail. Electronic mail is known as E-mail. E-mail is a modern medium of
correspondence. E-mail is used for social, political, commercial and personal as well as institutional
information. E-mail is written more tactfully than conventional, traditional letter.

5.4.1 Form of E-mail : Both the sender and the receiver should have e-mail addresses. One
should create an account through selection of suitable address by visiting sites that offer e-mail services;
eg. Yahoo or Google. To operate an email account a user has to create a password, using a coded
language. Internet facility for both the parties, the sender and the receiver of email, is necessary for using
E-mail. Email can be sent and received from one computer to another, from computer to mobile
phone, from mobile phone to computer, and from mobile phone to mobile phone with the help of
mternet.

5.4.2 Points to be Considered while Writing E-mail :

(1) E-mail address is mentioned instead of the addresses of the sender and the receiver of the

letter.

(2) If the receivers of the email are more than one then their E-mail addresses are written under
‘CC’ (Carbon Copy). All receivers will come know about one another.

(3) If the sender does not want to let others know to whom this mail is being sent then their
addresses are written under BCC (Blank Carbon Copy).

(4) Date and year are not mentioned separately in E-mail. According to the pattern of E-mail,
date and time are automatically generated.

(5) Subject must be written in an E-mail.
(6) Salutation is necessary in an E-mail.
(7) The matter of E-mail should be very brief and clear.

(8) At the end of E-mail, the sender should mention his/her name, and the name and contact
details of the company.

(9) If the contact details are prepared in advance as a part of signature, then they will be
included automatically in every e-mail.

(10) Write-ups, visuals, audio and pictures can be sent as attachment in E-mail.
(11) Attachments, if any, should be included in an E-mail.
(12) Read the matter written in the E-mail before sending it.
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5.4.3 Examples of E-mails :
(1) Write an E-mail on behalf of Alpha Cycles, Bharuch to Healthy Cycles Manufacturing,
Noida, placing an order to purchase 300 cycles.

To : healthycycles@gmail.com

From : alphacycles@yahoo.com

Subject : Order to purchase cycles

Sir,

Our customers are highly impressed with the quality and modern design of your cycles. The
sale of ‘HEALTHY’ cycles is quite high in our area.

As the new academic year begins from June, the inquiry and demand for cycles is on
the rise.

Please send 100 Smart Boy cycles each costing ¥ 2600 (Model no. SB18) and 75 Smart
Girl cycles each costing ¥ 2800 (Model no SG18) at the earliest. Supply all these cycles to
the address of our showroom, the payment, of which, will be made through online banking
to your bank account within 7 days of receiving goods.

Prompt delivery of cycles, as per order, is expected.

Romil Soni

(Owner)

Alpha Cycles,

Panchbatti, Bharuch

Mobile no : 0989899XXXX

(2) Write an E-mail on behalf of Gujarat State Board of School Textbooks, Gandhinagar
informing the authors of the concerned subjects regarding the meeting to prepare new text books.

To : professorchetanmevada@gmail.com

C. C. : tidhruv@gmail.com, spatel@yahoo.com

From : gujarattextbook@yahoomail.com

Subject : For the meeting of the subject of Commercial Communication

Sir,

We thank you very much and take note of your long services rendered to Gujarat State
School Textbook Board, Gandhinagar. You would be aware of the fact that from June-2017,
a new syllabus is to be implemented at Std XII and new text books are to be prepared
accordingly.

You have been selected as an author to prepare new text book in the subject of Commercial
Communication. A meeting is to be held on 220d March 2016 at 1 pm at the Assembly Hall
of the Board to prepare blue print of the text books allocate work related to the text books
and to discuss other points related to it. You are requested to remain present in the meeting.
T.A and D.A will be paid to all the members who attend the meeting as per the rules of
Gujarat State School Textbook Board, Gandhinagar.

Your Co-operation is expected.

Chirag Patel

(Co-ordinator, Commerce)

Guyjarat State School Textbook Board,

Gandhinagar

Mobile No : 0979809X XXX
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5.5 Various Types of E-Communication

Revolutionary changes have occurred in Communication due to electronic gadgets and internet.
Modern trend is developing the scope of Communication. E-communication is used in various forms in
different sectors and fields on a large scale. As per the syllabus of Std XII, we are going to study
various types of E-communication such as : (1) E-commerce, (2) E-banking, (3) E-learning and video-
conferencing, (4) E-tendering, (5) E-auction (6) E-filing, (7) E-booking, (8) E-stamping and
(9) E-governance.

5.5.1 E-Commerce : When a product is sold or purchased without any restrictions of time and
place (location), with the use of electronic media through internet, it is called E-commerce.
E-commerce is also called on-line shopping. Business units display the products manufactured by them
services offered on websites or advertise them on television encouraging viewers to place online orders.
Products are sold or purchased either by visiting the website or through mobile phone (App), telephone
and SMS. Options are available to make payments either by Debit card, Credit card, Online Banking or
Cash on Delivery (COD). The scope of business has increased due to E-commerce and the time and
money of customers are saved. E-commerce could be facililated from business firm to business firm
(B2B) from business firm to customer (B2C) and from customer to customer (C2C).

5.5.2 E-Banking : When a customer is able to transfer funds from the website of a bank or a
financial institution by using electronics devices then this service is known as E-banking. E-banking is a
part of core banking services of banks. E-banking can be identified as ‘Internet Banking’, ‘Online Banking’
or ‘Virtual Banking’, too. To avail the facility of online banking, the customer has to visit the site of the
bank and register oneself. After verifying the details, the bank provides PIN to the customer through
which the customer can make one’s financial transactions digitally with that bank or with other banks or
institution. When the same procedure is followed for financial transactions through a mobile phone, it is
called mobile banking or M-banking.

5.5.2.1 ECS (Electronic Clearing Services) : Facility of transferring money from one bank to
another bank or to another institution through electronic system is known as E.C.S. This facility or
service is available to the account holders of the bank. It is known as Electronic Clearing Services.
E.C.S is useful for receiving as well as paying money. Large institutions take the advantage of E.C.S to
make regular payment such as salary, pension, interest, dividend, etc. Individual customers of the bank
use E.C.S to pay bills such as insurance premium, light bill, telephone bill, monthly instalments, etc. that
are their regular payments.

ECS transactions are notified to customers through SMS to their registered mobile numbers.

5.5.2.2 RTGS (Real Time Gross Settlement) : The online services available to the customer of
a bank to transfer amount from one account to another almost instantly or within a very short time is
known as Real Time Gross Settlement (RTGS). RTGS transactions are notified to customers through
SMS to their registered mobile number. RTGS services are charged by the concerned bank as per their
rules. The following information is to be filled in on-line form for RTGS :

e The amount to be transferred.
o Name of the account holder’s bank in which amount is to be transferred.
e The account number of the a/c holder of the bank in which amount is to be transferred.

o IFSC of the bank in which the amount is to be transferred.
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5.5.3 E-Learning and Video Conferencing : Education imparted / obtained outside the
classroom through electronic media without any limitations of time and place is called E-learning.
This type of education is also called ‘online learning’, ‘electronic learning’ or ‘internet learning’.
Through internet, lectures and videos, uploaded on various academic websites, Education can be
obtained in accordance with the curriculum, on mobile phones and computers. Examinations are
conducted online and their results are obtained online. Educational programs are telecast on television.

Audio-visual communication is carried out through computer or mobile among people sitting at
various places. This is called ‘video conferencing’. Here communication process is two way.

5.5.4 E-Tendering : Advertisements are given by an institution to obtain services for construction
or sale and purchase in bulk or for any other services. Many organizations show interest for the
concerned work. They send their quotations terms and conditions. Tendering is the process of
sanctioning work permit to a company. When this entire procedure is conducted online and it is called
E-tendering.

5.5.5 E-Auction : E-auction means a type of auction carried out through the electronic media. In
this process, the buyer and the seller make a bid for the products as they do in the market but here it
is done through a virtual market, electronically. This is called E-auction. This type of business is carried
out between business firm to customer (B2C), from business firm to business firm (B2B) and from
customer to customer (C2C). The seller puts information regarding the goods or services on website,
specified for auction. Interested party quotes the most competitive price within a fixed time.

5.5.6 E-Filing : Information required by any organization is filed with related documents in a
prescribed form and it is uploaded on its website is called E-filing. This is specified by a computer
program developed for the organization. For E-filing, registration on the concerned websites is to be
carried out. After getting registered, sender’s account is formed and it is accessed through a password

by the sender of information. Revenue Department, Income Tax Department and other organizations
provides the modern facility of E-filing and used it also.

5.5.7 E-Booking : Without restrictions of time and place, using the electronic media, through
internet, railway tickets, air tickets, cinema tickets or any tickets for a program can be booked in
advance. This type of service is called E-booking. E-booking is also called E-reservation. Tickets
reserved through E-booking is sent in the form of E-ticket to the E-mail or mobile phone of the
person who has booked the ticket. If the person wishes to get the hard copy of the same, the
E-ticket can be printed also. Payment for this is made through debit card, credit card, on-line
banking or mobile banking.

5.5.8 E-Stamping : Stamp duty is to be paid to the government for purchase / sale of a house or
land, rent-agreement, indemnity bond or for registration of business firm. E-stamping is a very safe and
computer-based system of paying non-statutory stamp duty to the government..

5.5.9 E-Governance : Government services and related information can be imparted to/obtained
by any person living in the remote areas of the country, speedily and transparently, in terms of
administration, through the electronic media. The procedure of imparting Government services, online,
through electronic media is called E-Governance.
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5.5.10 Hlustrations of E-Communication :

0)

Quotation from contractors for different types of works to construct a new building of the school.
Patan Municipality

E-Tender

The Chief Officer, Patan Municipality, Bhadra Area, Patan, Tele no. 02766 23XXXX|/
23XXXX invites tenders under the Swarnim Jayanti Mukhyamantri Yojana, in the Ranki vav area

of the city to build new building of the school for the following work through online E-tendering
system quotations are invited from recognized contractors. E-tender is to be filled online, website.
http://pnss.nprocure.com
Dates for filing online tender 17/5/2017 (00.00 hrs) to
31/5/2017 (18.00 hrs)
Last date of submission of a copy of 7/6/2017 (16.00 hrs)
the downloded technical bid, tender
fee, receipt of amount paid and other
documents through RPAD/Speed
Post/Courier.
Time and Venue to open downloaded 9/6/2017 at 15 hrs
technical bids online. Nagar Seva Sadan, Patan
Time and Venue to open downloaded 14/6/2017 at 11 hrs
price bids online. Nagar Seva Sadan, Patan
Sr. No. Nature of Work | 1. Estimated Amt.|Contractors and
2. Tender Fee Time Limit
3. Earnest Money|
1 Construction of 12} 1. ¥ 56.78 lakh | D
rooms of school | 2. ¥ 2400/- 6 months
3. ¥ 56780/-
2 Paint work for 12| 1. ¥ 6.78 lakh E-1
rooms of school | 2. ¥ 1400/- 1 and 2 months
3. T 6780/-
3 400 benches 1.¥ 2675 lakh | D
2. ¥ 1900/- 3 months
3. T 26750/-
4 Paver work in 1. ¥ 1698 lakh | E-1
open land 2. T 1500/- 15 Days
3. T 16980/-
(1) The amount of the tender for above mentioned work shall be paid by Demand Draft.
(2) Earnest Money - (The amount for the above mentioned work EMD) shall be deposited in a
nationalized bank through bank F.D.R
(3) Municipality reserves the right to change the time, place and date to open technical bid/price
bid.
(4) Municipality reserves the right to reject or cancel any / all tenders without giving any cause.
(5) The agency has to bear the expenses of putting up boards and photographs (3 sets) before
work begins and after work is complete.
(6) The third party inspection of the entire work of the above mentioned tender will be carried

out by the agency recognised by the collector of Patan and payment will be made after
receiving the third party report regarding the work.
R. H. Patel M. B. Shah Sanjay Jani

Chief Officer Chairman, Executive Committee  Vice-President
Patan Municipality, PATAN

Ichchaben Vaghela
President
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Knowledge Consortium of Gujarat (KCG)
Opp. PRL., Between LDCE and Girls’ Polytechnic, Ahmedabad

Chief Minister Scholarship Scheme

During the year 2016-17, under the Chief Minister Scholarship Scheme, the
students who are academically strong but economically needy and who have cleared
12th Science/general stream from the schools located in Gujarat and affiliated to
the recognized board and students who were found eligible were given scholar-
ship to pursue their graduation studies.

The students who have got scholarship during the first year of their graduation
studies are required to make online application on http://scholarships.gujarat.gov.in/
cmscloarships/ as per the circular dated 23/07/14 of education department. For the
said purpose, the helpline centers are started and details related with this scheme
are available on the website. The date has been extended to 31/05/2017 for
making online application.

SULSRAMUA/2148/159/2017 CEO, KCG
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It’s Not Just

Today, 15th September, 2016

is the last date to pay your 2nd instalment of Advance Tax

re liable to

Any assessee, including salaried
employee, whose tax liability for the
financial year as reduced by the tax
deducted/collected at source is Rs.
10,000/- or more.

Resident Senior Citizen (individual
who is of the age of 60 years or
more) not having income from busi-
ness/profession is not liable to pay.
* Assessee in respect of eligible

Mode of Payment

E-payment is mandatory
for all Corporates and also
those assessees whose ac-
counts are required to be
audited w/s 44 AB of the
Income-tax Act.

E-payment is convenient
for other taxpayers also as
it ensures correct credit,

Schedule for payment of Advance Tax

_____Due Date Amount
a) On or before 45% of the
15th of September, 2016] Advance Tax payable.
b) On or before 75% of the
15t of December, 2016 | Advance Tax payable.
¢) On or before 100% of the
15t} of March, 2017 Advance Tax paybale*

Consequences of short/ non-

business referred to in Section 44AD | based on data uploaded by payment of Advance Tax
is liable to pay whole amount opf | the taxpayer. Short / Non-payment or deferment of ~
such Advance Tax on or before 15th | Fill up PAN correctly to payment of Advance Tax will result in levy 2
March of respective Financial Year. |  ensure credit of taxes paid. | of interest. %
Visit www.incometaxindia.gov.in for A
Locating Authorized Bank Branches Income Tax Department E =
g
Ch Forms www.incomtaxindia.gov.in . =
E-payment @IncomTaxIndia g
Challan Status Enquiry k=
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with customers. Great changes have occurred with changing time and the need of the hour in the
area of communication. One of the changes is E-communication. E-communication means
communication carried out through electronic media and electronic gadgets. We studied meaning
and types of e-communication, E-mail and its form, points to be considered while writing an e-
mail, various types of ecommunication such as E-commerce, E-banking, E-Iearning, and video
conferencing, E-tendering, E-auction, E-filing, E-booking, E-governance, etc. We obtained
information about E-communication in this chapter and also learnt a few examples ofthe same.

{What did you Learn in this Chapter ?]

Communication plays a vital role in developing trade and commerce and to keep in touch

1.

Self-study

Select correct option from the following answers :

M

@

©))

What is the full form of E.C.S ?

(A) Electronic Clearing System (B) Electronic Clarifying System

(C) Electronic Cash Services (D) Electronic Clearing Services
What is the full form of RTGS ?

(A) Real Time Grade Settlement (B) Real Time Gross Settlement

(C) Reserve Time Gross Settlement (D) Reserve Trade Gross Settlement

Which number of the bank is to be given for RTGS to transfer the amount in the account of
the customer ?
(A) Mobile (B) Phone (C) Pin (D) IFSC

Answer the following questions in one sentence :

M
@
3)
@
®)
©)
U
@®)
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What is E-communication ?

What is the meaning of the letter ‘E’ used in E-communication ?

Mention main forms of E-communication.

Mention main types of E-communication.

What is an E-mail ?

Which facility is necessary on both the parties, the receiver and the sender of E-mail ?
What is E-learning ?

By which other name is E-learning known ?

What is the procedure of communication in video conferencing ?

(10) Normally, which organisations provide the facility of E-filing ?
(11) What is the mode of payment in E-booking ?

(12) What is E-stamping ?

Answer the following questions in detail :

ey
@
(©)
@)
©)

What are the points to be considered while writing an E-mail.
Write, in detail, about E-tendering.

Write, in detail, about E-auction.

Explain E-governance.

Discuss, in detail, E-commerce.

Do as directed :

M
@)
3)

Prepare a E-tender to construct a road in your area.

Give one example showing E-governance

Write an E-mail on behalf of the Higher Secondary Education Board, Gandhinagar to the
Principals of schools, informing them about the curriculum of standard 12th,

(4) Write an E-mail to a computer selling company as you desire to purchase 100 computers for
your school.
°
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6

PRESENTATION SKILLS

6.1
6.2
6.3
6.4
6.5
6.6
6.7

What will you learn in this Chapter ?

Introduction

Importance of Presentations

Types of Presentations

Objectives of Presentation

Points to be Remembered in Presentation

Characteristics of Effective Presentation

Examples of presentations

6.7.1 Celebration of Teacher’s Day

6.7.2 Marketing your Product

6.7.3 Science Model at Science Fair

6.7.4 Individual Report on a Visit to a
Bank

6.1 Introduction

Human beings however determined they may
be, need to represent or make proper presentation
in order to explain and establish clarity with other
person regarding his belief, approach, opinion or
scheme. His understanding, ability and skills come
to his aid for this matter. For different
presentations, various forms, formats and technical
aids are required. Various factors like effectiveness
of the presentation, use of technology and grasp
on part of listeners/attendees determine the success
of presentation. Appropriate presentation not only
provides information and explanation to individual
or group but also avails their approval and
manages to get desired result. The word

Presentation is commonly used for the activity of representation. Presentation means the skill and ability
to present, inform and explain one’s belief, approach, opinion or scheme to other person or group in the

most appropriate manner.

6.2 Importance of Presentation
A person expresses his belief or puts forward his proposal to various persons in different manners.

It could be before his parents or elderly persons, teachers or friends, head of the institution or colleagues.

Presentations should be made keeping in mind the age groups, gender, designations etc. of the audience.

Some points can be common to all and some may differ according to age groups, gender and designatiors.

Presentations are made on different purposes such as :

® Learning, Teaching and Evaluation
e Interview and Group discussion

e Training

® Demonstration

® Strategy

e Planning

® Project

e Survey etc.

The manner of presentation will vary in case of explanation of principles, narration of a procedure
or providing plans for future. Thus, through presentation an individual or a group can easily explain their
point by using his/their ability, skill and technology to the other individual or group.

Presentation can be oral or written or audio-visual, using computers. Presentation made with the
use of technology creates a long lasting effect.
6.3 Types of Presentation

e Presentations are of three types; from the point of view of mode/medium of Expression :

(1) Oral (2) Written (3) Power Point Presentation (Audio-visual).
Oral : Elocution, Debate, Dialogue, Arguments are the examples of oral presentation.
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Written : Letters, Memo, Proposal, Report, Petition, Testimony, Planning, Project Strategy
etc.

The presentation of Dialogue, Argument, Petition or Testimony can be done orally as well as in
writing. Apart from medium, knowledge and skills are also required to make the presentation impressive.
In addition to the skills making communication complete and fruitful, the skills of public speaking enhance
presentations.

e A Powerpoint is a combination of oral and written and technological skills. This method,
being the most practical and simple, has become synonymous to presentation. Power point
presentation has proven to be the most appropriate and self explanatory method for demonstration
in classroom lecture, training, business meeting and project work. In addition to attracting attention
of the audience, power point presentation presents matters in a more interesting manner with utmost
clarity. A slide show can be prepared using appropriate text, graphics, animation, visuals and sound.
A slide show can be run for an audience with the help of a projector on a large screen. The
contents of the presentation can also be distributed in form of hand-outs. Preparing a PPT is an art
and requires many skills.

e Presentations are of two types from the point of view of the presenter :

Individual and Group : Individual and Group Presentations can be made for interview, project
and for marketing strategy, etc.

e From the point of view of the audience, presentations is of two types :

Face to Face and Indirect : For interview, project and marketing strategy discussion or
presentation can be made face to face and also using technical aids like telephone or video
conferencing.

e From the point of view of objectives, presentations can be of five types :

(1) Informative

Brief and precise

Moves from the most to the least important points

- Has minimum possibility of confusion

- Examples : Teaching, Training etc.
(2) Instructional

- To suggest or command

- Intense and requires time to understand.

- Basic evaluation possible

- Examples : Tutorials, Demonstration of safety measures etc.
(3) Awakening

- Enables unanimous decision making

- Is strengthened with apt use of language. Impressive presentation and energetic
interactions.

- Becomes lively with narration of stories or real life incidents

- Examples : Educative speech of preceptors, motivational speech of mentors etc.
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(4) Persuasive

Discussion of advantages and disadvantages in order to achieve correctness

Logical movement towards solution

To create emotional appeal
- Examples : Political debate, business proposal etc.

(5) Decision Making

- To lead towards decision making by concrete examples

- To establish the need for decision/result

- By way of comparing and contrasting a particular situation, detailed discussion including
the probable risk factors possible.

- Examples: Meeting of the Board of Directors, Court’s verdict.

6.4 Objectives of Presentation

)
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To provide information to people by a well-informed person.

To develop individual qualities like oratory and eloguence.

To develop technological skills to make a presentation interesting.

To develop analytical skills.

To develop logical approach in understanding.

To bring clarity of thought and understanding.

To present an argument/statement in a concrete manner and to verify props and cons.
To explain any concept topic or principle with the help of a demonstration.
To explain the relevance of a concept, topic or a plan.

To analyse in detail various aspecets of a concept, topic or a plan.

To encourage the receiver/audience to reflect.

To motivate the receiver/audience to respond.

6.5 Points to be Remembered in Presentation
We study about three types of presentation - Oral, written and power point presentation. Now we

shall examine matters to be taken care of in case of each one of them.

Oral Presentation : Oral presentation generally takes place face to face. This does not mean
that it is not possible long distance or with the help of technology or gadget. Following points should be
taken into consideration for both face to face and distant oral communication :

M
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Since the listeners are at the centre (listener centric), their mental and psychological capacity
and ability should be taken into consideration in oral presentation.
It can bring desired result; if made at the appropriate time.
The place is equally significant.
Since the listeners are at the centre, whether in a group or individually, oral presentation
should be made keeping in mind their age, status and designation.
The arrangement of points should be logical.
Language and words should be selected properly.
The tonal quality of the presenter should be impressive.
There should be an attempt to stimulate the feelings of the listeners so that they are convinced.
The presenter should be ready for counter arguments from the listeners.
The presenter should be ready and open to accept appropriate arguments of the listener.
During the process of presentation the presenter should be able to control his feelings.
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Written Presentation : Written presentation is generally not done face to face. That means it is
also possible long distance with the help of technology or a gadget. The following points should be taken
into consideration for written communication :

(D
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Since the readers are at the centre, their mental and psychological capacity and readiness
should be taken into consideration for written presentation.

The readers are at the centre, whether group or individual, written presentation should be
made keeping in mind their age, status and designation.

Proper care should be taken in selection of language and words.

Correctness of grammar and spelling should be observed.

The presentation should be moderate with less wordiness.

The points should be presented logically in paragraphs.

Minor points should be presented with bullets.

Arrangement of the points should match the format of the write-up.

The quality and size of paper should match the subject matter of the write-up.

(10) The matter; hand-written or typed, should be legible.
(11) Margins/spacing should be observed.
(12) The write-up should be re-read and re-drafted; if needed.

Powerpoint Presentation : In order to use and prepare powerpoint presentation, ability, practice
and presentation skills are required. Following points should be considered for preparing a slide show as
part of a powerpoint presentation :
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)
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™
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The template should be selected as per the subject matter of the presentation.

The background colour should enhance the font colour.

The layout of the slide should be selected as per the write-up.

The subject (title) of the slide show should be clearly mentioned in the first slide.

Agenda of the presentation should follow in the next slide.

Every slide should be titled.

The font size of the title should be bigger than the rest of the writeup.

Every slide should have a maximum of five lines and a maximum of seven words in each line.
The information should be presented to the point, using proper symbols (bullets) and not in

form of sentences.
(10) Graphics and animation should be used to illustrate the information.
(11) Audio, visual, charts and dynamic effects can be included as per demand of the content.
(12) Total number of slides should be limited, keeping in mind the content.
(13) The last slide should thank the audience and quaries should be invited with readiness to

respond.

6.6 Characteristics of Impressive Presentation

We have already studied the formatting specifications for writing letters, notice and memo. We
shall now learn formatting specifications for proposal writing and report writing :

)

When an event is to be organised in future, its objective, prefixed order of execution, necessary
human resource, money and time - all have to be considered in advance in order to secure
permission. This process is a part/type of presentation and called proposal writing.
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(2) When a live programme/match is going on a live report is presented. For eg. Cricket match
sports tournament.

(3) Report writing also includes briefing about event, how it was conceptulized and what has
been its outcome.

Formatting and specifications are characteristics of effective presentation to be kept in mind, whike
writing individual or committee report.
Let us discuss precise points to remember while preparing powerpoint presentation.

Specifications for Preparing Individual Report : When an individual is assigned to prepare a
report as part of duty, in form of a proposal a letter format needs to be followed. Matters should be
presented to the point and necessary documents should be enclosed.

An essary format is followed while writing a report after the completion of task/visit. (Presentation
no. 6.7.4 of Examples supplied)

Specifications for Preparing Committee Report : Following points should be considered while
preparing a committee report of a project or event :

(1) Essay format is used.

(2) Appropriate title must be given.

(3) Mention objectives.

(4) Enlist members with their designations.

(5) As part of pre decided policy mention assigned responsibilities/duties of members.

(6) Observations, interpretations, suggestions and conclusions derived from time to time and agreed
upon unanimously should be mentioned.

(7) Expressing thanks, the chairperson and secretary, should sign on behalf of the committee
mentioning their designations on the right hand side.

(8) On the left, place and date should be mentioned in separate lines. (Refer to Example
Presentation no. 1)

Specifications for presenting a Powerpoint Presentation :

(1) In apower point presentation, not only the pre-prepared slides are presented, the personality
of the presenter too is presented. It means it depends much on the personality and oratorical
flair of the presenter.

(2) Presentation is meant for attendees therefore they should be at the centre.
(3) Presentation should be gripping for the attendees.

(4) Dynamism and enthusiasm on part of the presenter will infuse the same feelings in the
attendees.

(5) Presentation should proceed in logical manner and to the point.

(6) The dressing and outward appearance of the presenter should match his/her dignity.

(7) Facial expressions and eye-contact are necessary on part of the presenter.

(8) The voice of the presenter should be audible and impressive.

(9) With correct pronunciations, the presenter should pay attention on pauses and intonation.

(10) Possibly all the queries should be answered.
(11) Presentations should be rehearsed properly.
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6.7 Examples of Presentations
(1) Celebration of Teachers’ Day :

Celebration of Teacher’s Day

The co-curricular and intellectual activities secretary of the school students union had
proposed celebrating Sth September, 2017 as Teacher’s Day and this has been approved
by the Principal. In accordance with his suggestion we would like to make a presentation on
how to celebrate it with students ongoing classes. The presentation has been prepared by a
5 member team.

Members :
(1) Mr Rutvij Purohit - Co-curricular and Intellectual Activities Secretary,
(Chairperson, Committee) Std - XII-C

(2) Mr Adesh Parmar - Class Representative, Std - XII-B

(3) Ms Swarup Nandan - Ladies Representative (Secretary, Committee) Std XII-A

(4) Ms Ujma Sheikh - Class Representative, Std - X-B

(5) Mr David Christie - Class Representative, Std - X-C

In the first meeting the committee members distributed work to be done as part of
their duty and decided to meet after two days. After meetings among themselves and with
the Principal, the following suggestions were made unanimously :

o Wednesday, 5th September, 2017 should be celebrated as “Teachers’ Day’ in the

school.

e Keeping in mind, interest in the subject and permission from the teacher, the students
will avail information in advance about the units to be taught in class and prepare
them well.

e The assembly will begin with respects paid to teachers. After this, Principal
Mr. Kaushal Mehta Sir will apprise the assembly of the participating students.

e All students are expected to co-operate.

e When, for a day, the student playing the role of a teacher is teaching, it is the duty of
the class representative to see that discipline and decorum are maintained in the class.

e For the subjects of Science and Physical Education, instead of practical conducted
in laboratory or on grounds, classroom teaching would be conducted.

e Teaching would be conducted for seven periods including recess.

e A gathering would be held after seven periods and activities of students who worked
as teachers would be applauded and commended.

e They would get an opportunity to express their experience.

e Co-curricular and Intellectual Activities Secretary would prepare a report of the
entire celebration and present it to the principal in five days.

The committee expects co-operation from the administrative staff and help from the
support staff in decorating the school.

The committee wishes success for the celebration and thanks one and all.
On behalf of the committee,

Anandnagar Swarup Nandan Rutvij Purohit
30th August, 2017 (Secretary) (Chairperson)
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6.7.2. Marketing your product

UJAS

I

I

I

! DETERGENT
! POWDER
: LAUNCHING
: OUR NEW
|

|

PRODUCT ==p

Slide Number : 1

r----------------

DETAILS OF PRODUCT

e Name : Ujas Detergent Powder

: Grade 1 :
Premium [ '—'-==I

Quality N
Ujjwala -UJAS)_,

Chemicals,
GIDC,
SANAND-382110
(Dist. : Ahmedabad)

L----------------‘

Slide Number : 3

CONSUMERS’ TRENDS |

e Gujarati Homemakers’ Preference for i
washing Clothes Daily
e Need of Detergent for
washing Clothes
Manually or in

|
|
|
1
|
|
: Machines
|
|
|
|
|
|
| 9

e Type

o Producer :

Detergent Powder

e Homemakers - the
Selectors

e Never prefer Low Grade Detergent for |
High Quality Clothes i

e Should produce Foam, remove Dirt and |
Brighten Clothes

Slide Number : 5
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AGENDA

e Details of Product e Speciality of
e Speciality of Product  the Producer

e Consumers and their ® Competitive Price
Trend e Attractive Offers

e Business Opportunities ® Publicity and

e Availability of Variety ~ Advertising
in Packing @ Demonstration

e Propaganda of Product and Sale
amongst Consumers ~ ® Tagline

Slide Number : 2

| SPECIALITY OF PRODUCT |
o Light in weight, More ‘

in Quantity

Granules, containing
Enzymes
Contaming Optical Brightening agents
Fluorescent Whitening Agents in Proportional
Quantity

Containing Fresh ﬂoral
Fragrance

Effective on White and
Colored Clothes - |

I o Suitablefor Cotton and Synthetic Clothes i

Slide Number : 4

I BUSINESS OPPORTUNITIES |
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4

o
2

]
/
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L

: o Regularly Used Consumer Goods :
I e Need for Frequent |
I Purchase b | I
: e Purchase in Various > . :
| Quantities e i
I e Direct Impact of S i
I Individual i
I Recommendation I
: e Brand Changing on Experimental Basis :
| ® Loyalty to Local Product |
e L L T T rrr

Slide Number : 6
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r----------------1

1Availability of Variety in Packing |

200 gms, 500 gms, 1 kg, 2 kg Packings
200 gms in Polythene Bag, 500 gms in
Box and Polythene Bag Packing

1 kg and 2 kg in Plastic Container; that
can be used for other purpose

25 gms Pouch Packing

A, T

----------------‘

Slide Number : 7

e No Higher Expenses 8
as Multi-National
companies

I Speciality of the Product |
I @ Production as a Small i
: Scale Unit :
1® Sale Locally and I
I Limited to State in I
Future
: o Cheaper Local :
|  publicity I
| ® Reliability by |
I Demonstration and Use |
| |
| |
l |

Slide Number : 9

Attractive Offers

o Attractive and Useful Gift with '
]

all Packings (Excluding Pouch)

e 200 gms - Stainless Steel
Spoons 6 pices

e 500 gms - Stainless Steel
Tumbler

e 1 kg - Plastic Bucket - 5 Ltrs.

e 2 kg - Plastic Bucket - 12
Ltrs.

e Measuring Spoon Available
with all Packings

Slide Number : 11

77

r----------------

Among Consumers

e Local Product, Local
Consumers

e Sale, Limited to Gujarat

e Ahmedabad and Sur-
rounding Area in Ist
Stage

e To conquer North
Guyjarat, Saurashtra and
Kutchh in 6 Months

e Movement towards South

-------J

Gujarat after a Year
----------------‘

Slide Number : 8

Competitive Price
Competitive Price in all
Packings
Advantage
Production
Average 20% Low Price as
compared to Multi-National
Products
Net 25% Less Price in 2 kg
packing
25 gms Pouch Available for

of Local

Slide Number : 10

Publicity and Advertisements |

Advertisements in Local |
Dailies

Advertisements on City
and State Transport Buses

Advertisements on Local
TV Cable Connections
Advertisements in Local
Advertising Suppliments

Slide Number : 12
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Demonstration and Sale

e Appointment of Agents in all areas
e Appointment of Door to Door Salespersons
e Creating Faith through Demonstration

e Sale only in Company Packings

gl A

! F.

WASHING — —
POWDER e

@ No loose Sale

e

Slide Number : 13

We will Achieve our Target,
Surely...
THANKS
Your Queries are Welcome...

Ujjwala Chemicals,
G L. D. C. SANAND-382110
02717-2371860 ujjalas@gmail.com

Slide Number : 15
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Tagline
o UJAS Guarantees Glow and Brightness

For Clothes; Colored or White...

Slide Number : 14
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6.7.3 Science Model at Science Fair :

' SAVING ENERGY '

i ONUS ON US i
! ONLY... :
. _ | |
| |
| i
| |
i T 3 % e |
e |

Slide Number : 1

Understanding ENERGY ?
@ Energy Illuminates our Area, Drives our
Vehicles & Operates Machinery

® Absorbs Heat and Keeps our Home
Cool

® Provides Food; also Entertainment

® Energy can be explained as the Strength
and Productive Ability for the Driving

Slide Number : 3

Types of Energy :
(Renewable Energy) (Non-renewable |
Energy) |

e Continuous Pro- @ Produced in Soil I
duction Without and Self-Gener- I
waste or Destruc- ated in Longer |

tion of Source Period i
e Energy Produced @ Energy produced :
by Sunlight, Air, by Burning of Fos-

Water, Fire and sil Fuels, Atom, I
Organic Means Coal, Natural Gas |

Slide Number : 5

Agenda

Understanding Energy
Types of Energy
Saving-Conservation-Why ?
Saving-Conservation-How ?
Individual Contribution
Group Contribution
Social Contribution = e
Technological Understandmg -
Our Formula

Slide Number : 2

What is ENERGY ?

® Energy cannot be Produced or Destroyed

@ It can be Converted from One Source to
Another

® With Vehicles, Fuel is converted into
Driving Force

Slide Number : 4
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I
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I
I
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Saving/Conservation-Why ? H

o ENERGY- Constant and Limited in
Universe

e Limited Fuel available on Earth

e Demand for Energy increasing Day by
day

o It will be Imperative to find Alternative
Fuel when all quantity will be exhausted;
Saving/Conservation therefore Necessary
Today

W,
saqe Ene_rgy Aol W s
Saqe'l'l‘le Futyrg §
% ot
S &*

Slide Number : 7

Individual Contribution |

e Limited use of Energy at Home/Institution
e Being Particular about Switching off after use I
o Fridge Not to be Opened Frequently and for [
Longer Period :

o TV to be Switched off after watchingl
Program I

e Insistence for Walking rather than Using |
Vehicles

F-------1
L-------

Slide Number : 9

Social Contribution

e Motivation for the Use of Solar
Energy

o Use of Windmills for Flow of Energy

e Production of Energy through Wind
Energy

e Construction of Dams on Rivers and
Use of Water for Irrigation and
Hydro-energy

e Use of Biodegradable Waste for
Producing Fertilizers and Bio-gas

Slide Number : 11

Saving/Conservation-How ?

e Use of the Least, Possible Energy for
Same Result
e Economical Use of Energy saves

e Judicial Use of Energy brightens our

»?

L-------

|
|
|
|
|
: Money and Environment
|
|
|
|
|
|
|

L----------------

Slide Number : 8

Collective Contribution I

e Street Lights to be kept on Only during |
Darkness I
e Special/Alternative Energy to be Preferred i
e Two-wheelers for Limited Persons to be :
Advocated |
® Pooling/Sharing and Use of Public Vehicles |
to be Promoted |

|

|

|

|

|

ol

L----------------
Slide Number : 10

Social Contribution |

e Extension of Common Understanding by |
way of Demonstration-Exhibition in addition |
to Syllabus |

e Wide-spread Programs for Common People I
e Compulsion for the Use of Natural Energy I
for Certain Applications I

e Felicitation of Aware Individuals/Institutions 1
|

e Insistence for the Use of Natural Energy I
through Various Media I

e Acceptance as Ethical-Social Duty

Slide Number : 12
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I Technological Understanding
e Preference for Five-star Rated Appli-
ances Saves Energy and Environment

e Use of LED and CFL Electricity Bulbs
Saves Money and Energy

Operated Appliances
& S8 B,

|
|
|
|
|
|
|
e Maximum Use of Solar Energy :
|
|
|
|
|
ol

Slide Number : 13

I We Will Shoulder Our I

| Our Formula I
| |
| |
: e Saving amounts :
I /e ey P Production |
| ééﬁ A""" -@‘ Energy |
: SN ey . |eIf We Use :
Energy . E ner g y
: %; Judiciously, :
I Energy  will I
I Protect Us |
| |
L----------------‘

Slide Number : 14

i |
| Responsibility... :
i |
: Definitely... :
i A |
i *  THANKS I
i i |
I THINK GREEN I
i |
1 We Welcome Your Queries... |
i

180015400000 |

Slide Number : 15
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6.7.4 Individual Report on a Visit to a Bank :

Visit to State Bank of India

As the Co-curricular and Extra-curricular Activity Secretary Vinavadini Vidyalaya,
I submit the following report :

We have studied Bank Correspondence as part of our syllabus. In order to understand
the various activities associated with Banking, we decided to pay a visit to a bank. We
contacted the manager of State Bank of India, Gandhi Road Branch, availed his permission
and decided to visit the bank on 18th January, 2017 in a group consisting of one teacher
and fifteen students.

We reached the bank at 11am; during working hours. The Public Relations Officer of
the branch Mr Mahendrabhai Joshi spent two hours with us, took us to various departments
except the cash cabin and answered all the questions asked by us.

At the outset, he explained when and how, in times of mobile and net banking, the
account holders need to visit the bank personally. Thereafter, he clarified when and in what
matters correspondence between the bank and account holder is actually required. Checking
the knowledge of students in the field of banking and bank correspondence, he clarified
certain essential aspects and other facilities provided by banks :

e Opening and closing of bank accounts.

o The basic functions of various accounts like savings, current, term deposit, recurring
deposit, provident fund, de-mat etc. and in what cases they are required.

e Crediting and debiting amount in current and savings accounts and clearing process
of a cheque.

o Credit, Debit and ATM cards, advantages and limitations of their use.

e Details and comparative analysis of facilitieslike Loan, Overdraft and Cash credit
that are frequently required by common people and businessmen.

e Safe Deposit Vault, Payment of Bills, Foreign Exchange, Status Inquiry and their
replies.

e Significance of care, concern and regularity on part of employees in spite of
computerization of banking activities.

e Advantages and limitations of mobile banking and net banking, use of alpha-numerical
characters for the pin and password, care for changing them periodically and caution
in not sharing the details with others.

We realised that the details of certain aspects, when taught and learnt as part of
syllabus, are not understood in their holistic form. For that such visit becomes useful. When,
in future, we have to operate with our individual accounts, information gathered during such
visits is found valuable.

We are thankful to the principal Shri Chintanbhai Mistry, the Branch Manager Shri
Kalyanbhai Saini and the Public Relations Officer of the branch Mr Mahendrabhai Joshi for
making the programme successful and fruitful.

Report prepared by : Keshav Parmar, Co-curricular and Extra-curricular Activity
Secretary, Vinavadini Vidyalaya, Shardagram.
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lWhat have you learnt in this chapter ? ]

e The popular word for putting forth ideas in any form is ‘Presentation’.

e Presentation means the skill and ability to present, inform and explain one’s belief,
approach, opinion or plans to the other person or group in the most appropriate manner.

e The objectives and formats of presentation vary.

e The manner of presentation will vary in case of explanation of a principle, narration of a
procedure or providing futuristic picture. Thus, by way of presentation an individual or
group can easily explain their point by using his/their ability, skill and technology to the
other individual or group.

e Presentation can be made orally, in writing and using audio-visual aid like computer.
Presentation made with the use of technology creates a lasting impact.

e Presentations are of three types from the point of view of manifestations/mediums of
expression : Oral, Written, Power Point Presentation.

e Using technology, with the amalgamation of oral and written forms, presentation can be
made by way of power point presentation. This method, being the most practical and
simple, has become synonymous to presentation.

e From the point of view of the presenter, presentations can be of two types: Individual
and Group.

e From the point of view of the receiving party (attendees), presentations can be of two
types: Face to face and Distant.

e From the point of view of objectives, presentations can be of five types: Informative,
Instructional, Awakening, Persuasive and Decision making.

e Scrutinizing the subject matter, the presentation should be made to the point.

e Because of the convenience of examining pros and cons, presentation becomes impressive
and effective.

e For oral presentation, in addition to the selection of words and language, clarity of
pronunciation and intonation remain important.

e For written presentation, correctness of grammar and spelling is especially important.

e In case of power point presentation, application of the skills and practice in preparing a
slide show and its impressive presentation brings desired result.

e Report writing becomes helpful for recounting events occurred in past and also for the
narration of current happenings.

e Pre-decided format should be followed for preparing individual and committee reports.

e We have learnt and noted peculiarities of various types of presentations.

Self-study
1. Select appropriate options and write answers to the following :
(1) Using technology and amalgamating oral and written methods, which of the following presentation
modes are used ?
(A) Presentation (B) Strategy
(C) Power point presentation (D) Petition
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What type of slides should be prepared for making a slide show ?

(A) In maximum number (B) Having maximum detailed write-up
(C) Having maximum graphics and animations

(D) Having proportionate necessary elements and in appropriate number

Who should be at the centre of presentation ?

(A) Attendees (B) Officers (C) Leaders (D) Presenters
What among the following is not required for bringing desired results ?

(A) Money (B) Time

(C) Articulation and pronunciation (D) Apparatus

2. Answer the following questions in brief :

M
@
3)
@

)
©)
M

How does an appropriate presentation tend to inform all ?
What does presentation mean ?
For what matters is a presentation generally required ?

What peculiarities does as powerpoint presentation possess as compared to the other two
methods of presentations ?

How should the write-up be arranged in the slides of a Powerpoint presentation ?
Give two examples of awakening type of presentation.
Suggest two peculiarities of persuasive type of presentation.

3. Answer the following questions to the point :

M

@
©))
@)
®)
©)
M

Write different types of forms of presentation from the point of view of objectives of presentation
and write in detail about any two.

Write any five objectives of presentation.

Write any five points to be kept in mind during oral presentation.

Write any five points to be kept in mind for preparing slide show for presentation.
What is report writing? In what cases report can be prepared ?

Write five points for preparing committee reports.

Write five points to be remembered for presenting a powerpoint presentation.

4. Draft reports/presentations keeping in mind the following details :

M
@
3)
@
®)

©)

Prepare a committee report for celebrating our Independence Day at your school.
Prepare an individual report after school students’ visit to the Civil Hospital.

Prepare a committee report for celebrating the International Yoga Day at your school.
Prepare an individual report after school students’ visit to a museum.

Prepare a powerpoint presentation demonstrating the skills and specifications of preparing and
effectively presenting a power point presentation.

Prepare a powerpoint presentation giving explanation about ‘Consumer Protection’, the chapter
you study in the subject of Business Administration.
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PART : 2
SECRETARIAL PRACTICE

1 ISSUE OF SHARES

What will you learn in this chapter ?

1.1 The Procedure for Share Application 1.6 Statement of Share Allotment
1.1.1 Opening of a Bank Account 1.6.1 Meaning
1.1.2 Receiving Share Applications 1.6.2 Duties of Secretary Regarding
1.1.3 Classification of Share Applications Share Allotment
1.1.4 Share Application and Statement 1.7 Share Call
of Allotment 1.7.1 Provisions of The Companies
1.2 The Procedure for Share Allotment Act Regarding a Share Call
. 1.7.2 Procedure of Making a
1.2.1 Meaning of Share Allotment Share Call
1.2.2 Procedure of Share Allotment 1.7.3 Duties of the Secretary Regarding
1.3 Legal Restrictions and Provisions on Share Calls
Share Allotment 1.8 Share Forfeiture
1.4 TIrregular and Illegal Share Allotment 1.8.1 Meaning
1.4.1 Meaning and Circumstances of 1.8.2 Procedure of Share Forfeiture
Irregular Share Allotment 1.8.3 Duties of the Secretary Regarding
Share Forfeiture
1.4.2 Effect of Irregular Share Allotment 1.8.4 Effects of Share Forfeiture
1.4.3 Illegal Share Allotment 1.9 Surrender of Share
1.4.4 Difference between Irregular and 1.9.1 Circumstances of Share Surrender
Illegal share Allotment 1.10 Share Lien
1.5 Renunciation of Share 1.11 Share Dividend
Introduction

A public company invites the general public to subscribe to its shares by an invitation through a
prospectus. The Company also issues securities through private placement. In addition to this, shares are
also issued by the company through Rights shares and Bonus shares. It is necessary for a company to
fulfill the Provisions of Securities Contract (Regulation) Act, 1956, The Companies Act 2013 and guidelines
issued by The Securities and Exchange Board of India (SEBI) under Securities and Exchange Board of
India Act 1992 for public issue of shares and other securities in India. Thus, a public company raises
share capital through - (1) Public Issue (2) Rights Issue (3) Bonus Issue and (4) Private Placement.
Along with initial public offer, existing share holders can also offer part of their holdings to the general
public through the prospectus by taking permission of the Board of Directors. This is called offer for
sale. The prospectus is any kind of notice, circular, advertisement or any other document through which
the company invites the public to subscribe to its securities.

The Company takes help of various intermediaries Like Lead Manager, Registrar and Transfer
agent, Bankers to the issue, Underwriters, Depository, Credit Rating Agency, Stock Exchange etc. to

* Changes made in companies Act, 2013, 15-5-2016 are included in this book.
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complete the entire process of a public issue. The company secretary initiates the process of issuing
securities with the hlep of these intermediaries by fulfilling provision of prevailing laws. After obtaining
sanction of prospectus from SEBI, the procedure of public issue can be divided into two parts :

(1) Procedure of share application and (2) Allotment of shares.
1.1 The Procedure for Share Application
The Procedure for share application can be divided into the following stages :

1.1.1 Opening of a Bank Account : Bankers to the issue are appointed by a company to make
all transactioins related to the issue of shares. The company can open a current account in any scheduled
bank for making transactions regarding the issue of shares. For the purpose of public issue, the company
opens a special bank account with the bankers to the issue which is known as Escrow Bank Account.
This account is opened by presenting a copy of the resolution passed in the meeting of Board of Directors
regarding opening of the account alongwith other documents. While opening this account company assures
that the share application money will be deposited in this account and the total amount including share
capital and premium (If shares are issued at a premium) will be transferred to the company’s account,
only after completion of the process for share allotment. This account is closed after the completion of
the process for share allotment. As per latest guidelines of SEBI (01-01-2016), share application can be
made only through ASBA (Application Supported by Blocked Amount). According to the ASBA
procedure, the share application money is blocked by the bank where the applicant holds his account.
The money remains blocked till the share allotment is done and the application money is transferred to
the company’s account. As soon as the allotment of shares is done, the amount of share alloted is
transferred from the bank account of the applicant to the bank account of the compeny. Thus, the
question of refunding, the application money on shares not alloted, does not arise.

1.1.2 Receiving Share Applications : Once the prospectus is sanctioned by SEBI, the company
gives advertisement in newspapers and publically announces the period during which the public offer will
remain open for public subscription. Generally this period is 3 to 5 days. All investors willing to apply for
shares can obtain share application forms from share brokers, sub brokers, stock exchanges or banks
recognised for the process of ASBA. Investor will deposit the duly filled in share application form alongwith
all details, signature and copy of Permanent Account Number (PAN) to brokers, who manage to deposit
the application forms to banks recognised for ASBA process so that the share application money can be
blocked in the respective bank account of applicant. Applicants can directly approach banks recognised
for ASBA process and deposit the share application for further process of blocking the application
amount. No cheques are required for the process of ASBA. Under the ASBA process, it is compulsory
to deposit the application form to any of the recognised banches of bank for ASBA process in which the
applicant holds his bank account, because the bank requires to block the application money in the
account. The process for allotment is carried out after verifying the specimen of signatures in bank
account and demat account of applicant. After receiving the share applications and blocking the application
money, the bank informs the same to Registrar of the Companies and only those applications, of which,
the application amount is blocked are handed over to Lead manager of the company, by banks.

1.1.3 Classification of Share Applications : A statement of share application is prepared after
receiving share applications. Applications with incomplete information are rejected. Applications qualifying
for share allotment are classified into various catagories of investors. As per SEBI guidelines, applicants
are to be classified as (1) Retail Investors, (2) Non-Institutional High Networth Investors, (3) Institutional
investors, (4) Employees of the Company (if shares are reserved for allotment to employees of the
company.) As per SEBI guidelines, it is necessary to reserve 10 % of shares issued for retail investors.
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Generally, a company discloses the reservation made for each class of investors for shares to be alloted,
in its prospectus.

1.1.4 Share Application and Statement of Share Allotment : The number of applications
received in each catagory is compared with number of shares to be alloted in their respective catagory.
If the number of applications received in a category are more than the shares to be alloted then
proportionate allotment is done. Allotment is finalised in consultation with the Company Secretary, Lead
Manager to the issue and representatives of the recognised stock exchanges. A statement of allotment,
containing details of the name of applicant to whom shares are alloted, number of shares alloted, demat
account number, depository participant ID etc., is prepared. Depository and depository participants are
informed about the shares alloted to respective applicants and shares alloted are credited to respective
demat account of the applicant. The price of shares alloted is transferred from the amount blocked under
ASBA to the Escrow Bank Account of the company. Applicants are informed about the shares alloted
or not through SMS and email by the stock exchange and depository participant. The Company also
informs about the allotment of shares to the Registrar of Companies and SEBI. The company is required
to complete the entire process, from receiving share applications to allotment of shares and listing of
shares on recognised stock exchange, within 15 days as per SEBI guidelines.

1.2 The Procedure of Share Allotment

1.2.1 Meaning of Share allotment : Allocation of shares issued among applications received
from general public against shares offered for subscription and crediting the shares alloted to demat
account of the respective applicant is called share allotment.

1.2.2 Procedure of Share Allotment : The Procedure for allotment of shares can be classified
into the following stages :

(1) Receiving the share application and blocking the application amount i the bank account of the
applicant by recognised bank branches for ASBA procedure and submitting the applications to syndicate
members appointed by the company for the public issue.

(2) Uploading details of share applications received, like name of applicant, class of investor,
number of shares applied for, bid amount or cut off price, application number, depository participant ID,
demat account number, amount paid etc. by syndicate member on electronic bidding system of a recognsed
stock exchange.

(3) Details of applications received are sent by the syndicate member to the Registrar to the issue
and recognised stock exchange.

(4) Applications received are classified into different catagories of investors like Retail Investors,
High New Worth Investors, Institutional Investors and Employee of the company by the Registrar to the
issue and a statement containing all details is prepared.

(5) Basis of allotment among applicants from various catagories of investors is decided jointly by
the Registrar to the issue, Lead manager, Syndicate member, Company Secretary and Board of Directors.

(6) Shares are alloted to various applicants on the basis of a predecided formula of the allotment.

(7) Statement of share allotment is prepared by the Registrar to the issue and sent to the recognised
stock exchange, depository and SEBI.

(8) Shares are credited to demat account of applicants by depository and applicants are
informed regarding shares alloted or not through SMS and e-mail by depository and recognised
stock exchange. There after, lead manager takes further action to list the shares on recognised
stock exchange.
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1.3 Legal Restrictions and Provisions on Share Allotment

Certain restrictions are imposed on allotment of shares under The Companies Act, 2013 and
guidelines issued by SEBI. Some of them are as under :
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A company can not issue shares at a discount in a public issue.

A minimum of 10 % of shares issued, will be reserved for retail investors in a public issue.
All types of investors have to make applications through ASBA process only.

Entire process of public issue including opening of subscription, accepting applications,
allotment of shares and listing of shares on recognised stock exchange is to be completed
within 10 days. Thereafter trading of shares alloted will commence on a recognised stock
exchange.

Demat account is compulsory for applying for shares and the shares will be credited into
demat account of the applicant only.

Atleast 90 % of the shares issued which are not underwritten, must be subscribed. The
company can not issue shares if applications received are less than 90 % of shares (minimum
subscription) issued.

Company is required to issue shares through book building process if certain criteria laid
down by SEBI are fulfilled by the company.

If shares are issued at fixed price; decided in advance, the company must get the prospectus
sanctioned by SEBI and if shares are issued through book building process, the company
must get the “Red Herring” prospectus sanctioned by SEBI.

A minimum of 5 % of the face value of a share or the amount decided by SEBI must be
called up as share application money.

The company must enter into an agreement with a recognised stock exchange for the listing
of shares.

The company must enter into an agreement with respective depository company to credit
the shares alloted.

Minimum subscription and it’s effect must be disclosed in the prospectus.

The company must have a minimum net worth as prescribed by SEBI, for making a public
issue.

If promoters have also purchased shares in the public issue, they can not sell such shares for
a certain of period as prescribed by SEBI. This period is known as “Lock-in-period.”

1.4 Irregular and Illegal Allotment of Shares

1.4.1 Meaning and Circumstances of Irregular Share Allotment :

Meaning : Irregular allotment of shares is when shares are alloted without fulfilling statutory
provisions and restrictions.

A share allotment is known as irregular allotment under the following circumstances :

M
@
(€)

Shares are alloted without receiving minimum subscription.
A copy of prospectus is not filed with Registrar of Companies and SEBIL
The minimum 5 % of face value of share or the amount decided by SEBI is not received
with application.
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(4) Escrow Bank account is not opened with a scheduled bank.
(5) Listing agreement is not made with recognised stock exchange.
(6) Agreement is not made with depository.

(7)  Shares are alloted without observing guidelines issued by SEBI and Provisions of Companies
Act.

(8) Information given in prospectus is misleading or incorrect.

1.4.2 Effect of Irregular Share Allotment : When allotment of shares is irregular, applicant
can get the allotment cancelled at his option and can get the refund of the amount paid on shares.
It is important to note that in case of irregular allotment, the applicant can get the allotment cancelled
if any loss has been incurred by him due to this allotment. The time limit for the same is as under :

(1) Application for cancellation of share allotment can be made within two months of the first
statutory meeting.

(2) Within two months of allotment of shares, if allotment was done after the first statutory meeting.

(3) A director is personally responsible to compensate the loss to the company or share holder if
he willfully violates provisions of statutory allotment or allows others to violate them. The process of
recovery of such a loss must be initiated within two years of allotment of shares.

1.4.3 Illegal Shares Allotment : Allotment of shares is considered illegal under the following
circumstances :

(A) Share allotment is a contract between a share holder and the company. Such contract

can be called a valid contract only, when all essential elements which are required for a valid
contract are present. Any allotment made in absence of such elements is considered illegal.

Share allotment is considered illegal, from the beginning, if the following elements are absent :

(1) Offer : The applicant who wants to become a share holder must have applied to the company
for purchase of shares. Such application is called an offer.

(2) Acceptance of offer : It is necessary that the company must accept the offer. When Directors
pass a resolution for share allotment, the offer is said to be accepted by the company.

(3) Informing the Acceptance of Offer : The company must inform shareholders about the
acceptance of application. When an allotment letter is sent to the applicant by the company,
it is said that acceptance of offer has been informed.

(4) Consideration : Consideration is said to be paid when the amount specified against allotment
is paid by the applicant.

(B) If shares are alloted against the provisions of Articles, the allotment is considered illegal.

(C) If shares are alloted by an individual director, it is said to be illegal. As per The Companies
Act, shares can be alloted by Board of Directors only.

(D) If shares are alloted by violating essential provisions for listing of shares on stock exchange,
the allotment is considered illegal.

Illegal share allotment is void from the beginning. No application is required to be made to
consider it illegal. Share allotment is illegal when provisions under The Companies Act or other
Acts have been violated.
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1.4.4 Differece between Irregular and Illegal Allotement of Shares :

Sr.
No.

Points

Irregular Share Allotment

Illegal Share Allotment

(1)

Meaning

Share allotment made by
violating provisions of companies
act regarding regular share
allotment is called irregular share
allotment.

Share allotment made by violating
provisions of lawful contract under
Indian Contract Act and Provisions
of legal share allotment under
companies act is called illegal share
allotment.

(2)

Circums-
tances

Share allotment becomes
irregular when allotment is made
before registering prospectus,
before receipt of minimum
subscription and share allotment
is made without receiving
required application money on
shares subscribed.

Share allotment is considered as
illegal when offer is not made by
an applicant, offer is not
accepted, acceptance of offer is
not informed by the company or
there is absence of consideration.

(3)

Effect

Irregular allotment is voidable at
the option of the shareholder and
he is required to take certain
steps within a time limit for the
same.

The allottee of the shares is not
required to take any step for
canellation of allotment because
such allotment is void from the

very beginning.

(4)

Effect on
Membership

Membership ends by eliminating
name of shareholder from the
Register of Members if share
allotment is considered void respect
to irregular share allotment.

There is no question of
cancellation of membership
under illegal share allotment as
membership has not been
awarded.

(5)

Liability

Responsible officers of the
company for irregular allotment
are liable to compensate the loss
occured to the company and the
share holders.

No such steps are required to
be taken under illegal allotment
of shares as there is no contract.

1.5 Renunciation of Share
A company can offer its existing shareholders additional shares called right shares. Renunciation is
a process where an existing shareholder can give up, some or all shares, offered as Right Shares to him
in favour of another person. The shareholder is expected to fill a form called the Letter of Renunciation
for this. Companies make provisions for this in their Articles. A letter of Renunciation is enclosed with
the allotment letter itself.
A letter of renunciation is divided into two parts :
(1) The first part is a letter of renunciation in which the original shareholder signs and states that
he wants to renunciate some or all shares in favour of a certain persons.
(2) The second part is a request for allotment of shares. The person in whose favour shares are to
be renunciated signs and requests the company to allot shares to him.
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Company decides a time limit for sending the renunciation letter. If the letter is received from the
original shareholders within the time limit decided by the company, the company makes appropriate
notes in ‘Statement of Application and Allotment’ and when the list of membership is prepared the name
of the other person is recorded as member.

1.6 Statement of Share Allotment

1.6.1 Meaning : Newly established companies invite the general public to subscribe to their
shares, in a public issue through a prospectus. After receiving applications in response to this invitation,
Board of Directors decide the basis of allotment of shares, according to prevailing rules and regulations
and decides number of shares to be alloted to respective applicants. A statement, indicating number of
shares alloted to each applicant, is called a share allotment statement. In such a statement, the name of
applicant, address, number of shares applied for, number of shares alloted, demat account number.
Depository ID, Permanent Account Number etc. are mentioned. Now a days such statements are prepared
with the help of a computer software.

1.6.2 Duties of a Company Secretary with Respect to a Share Allotment : A company
secretary is required to the perform following duties in respect to share allotment, under the provisions of
The Indian Contract Act and The Companies Act :

(1) Opening an Escrow Bank Account with a scheduled bank by passing a resolution in the

meeting of Board of Directors.

(2) Drawing an agreement with a recognised stock exchange for the listing of shares.

(3) Drawing an agreement with various intermediaries like Lead Manager, Registrar, Bankers to

the issue, Depository, Brokers etc. for the public issue.

(4) Fulfilling statutory provisions for withdrawal of share applications and closure of subsription

list.

(5) Preparing lists of applicants in different catagories.

(6) Arranging meetings of the Board of Directors for allotment of shares and preparing minutes

of such meetings.

(7) Informing applicants regarding share allotment (such information is given through SMS and

e-mail in present times.)

(8) Informing applicants regarding non-allotment of shares.

(9) Filing the Share Allotment statement with Registrar of Companies.

(10) Releasing payment of underwriting commissions, if underwriting agreement has been entered

mto.

(11) Releasing payment of as agreed upon remuneration to Lead Manager, Depository, Brokers,

Registrar to the issue etc.

(12) Getting the shares listed on recognised stock exchanges after allotment.
1.7 Share Call

When a company issues shares, it may call the face value of the shares in instalments instead of a
single payment of the total amount to be called, on application. Thus, call on shares means the amount
payable for the shares called up by the company. When an person makes an application to purchase
shares and pays the application money, he is responsible to pay the balance amount at the time of share
allotment and on calls. Call on shares means the amount called up by the company from shareholders on
shares not fully paid up.

It is the responsibility of shareholders to pay the amount of call on shares when called up by the
company in accordance to the provisions of Articles. If such shares are on joint not individual name, the
responsibility to pay the call is held jointly.

1.7.1 Provisions of The Companies Act regarding Share Call :

(1) There should be a provision in the Articles of the company to make call on shares.
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(2) Call on the same class of shares must be uniform without any bias.

(3) A resolution must be passed in the meetings of the Board of Directors before making a call.

(4) Demand notice of share call must indicate the amount of call, time limit, place of payment of
call, dates etc.

(5) Share transfer and voting rights of the member can be suspended till the call money is paid.

(6) Amount of call on shares received is deposited with a bank by opening a ‘Share Call’ account.

(7) There should be an interval of atleast one month between the payment of two instalments.

(8) The company can charge interest on call amount not received in prescribed time limit. However,
Directors may waive such interest, partly or fully.

1.7.2 Procedure of Making Share Call : The Company can make call on shares by observing
statutory provisions and provisions of Articles. For this purpose, the company is required to follow
certain procedures, as under :

(1) Resolution Regarding Share call : A resolution for making calls is required to be passed in
the meeting of Board of Directors. The resolution should contain information about amount of call per
share and the last date of payment.

(2) Closure of Register of Members : The Register of Members and the Register of Share
Transfer is kept closed for some days for the preparation of list of the members and for sending notice

of call to shareholders. A notice should be given in newspapers 7 days before the closure of Register of
Members and Register of Share Transfer.

(3) Preparation of List of Call on Shares : A call list is prepared after closing the Register of
Members, which contains following details :

(a) Name and address of the member (b) Number of shares

(¢) Amount of call (d) Amount of calls in advance, if any

(e) Amount payable by the member

(f) Date by which the payment has to be made.

(4) Information to the Bank : Once the call list is ready, Secretary sends a copy of call list to
the banker of the company. It is also intimated to the bank to collect the call money on behalf of the
company and credit the same to the “Share call account”.

(5) Sending Notice of Call : A letter informing the amount of call to be paid, is sent to every
member by registered post after preparation of the list of call on shares. This letter is called notice for
call. The notice must reach the member 14 days before the prescribed date of payment of call money.

(6) Payment of Call on Share : Shareholders pay the amount of call to the bank within 14 days
of the receipt of notice of share call. Bank credits the call money received to the account of call on
shares and retains the pay-in-slip and returns the notice and the receipt to the shareholder. Bank sends
pay-in-slips to the company.

(7) Recording Call Money Received in Call List : The Secretary records the calls received in
Register of Members on basis of pay-in-slips and prepares a list of calls not received. This list is then
presented to the Board of Directors for further action.

1.7.3 Duties of the Secretary Regarding Share Call :

(1) Verifying provisions in the articles of the company regarding making calls.

(2) To get the resolution for making calls passed in the meeting of the Board of Directors.
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(3) Issuing notice in newspapers 7 days before closure of Register of Members and Register of
Share Transfer before making calls.

(4) Preparing list of the members whose calls are in arrears and sending notice to each such
shareholder.

(5) Opening a bank account for collecting amount of call on shares.

(6) Making note of call money received in the Register of Members based on the pay in slips
and preparing list of members from whom call money is not received and presenting the
same before Board of Directors.

1.8 Share Forfeiture
Share on which call money is not received are forfeited by the company.

1.8.1 Meaning : Amount forfeited on shares on which call money not received is known as share
forfeiture.

Definition : “Share forfeiture is the process by which the directors of a company cancel the
membership of share holder and remove the name of share holder from the list of members on non
receipt of call money as asked by the company in accordance with the statutory procedure laid down n
the articles of the company.”

Share forfeiture is a disciplinary action taken by the directors against non payment. Articles of the
company must authorise for forfeiture of shares.

1.8.2 Procedure of Share Forfeiture : Procedure of share forfeiture is given in the Articles of
the company. The steps of the procedure are as under :

(1) Preparing List of Calls in Arrears : The Secretary prepares a list of calls on shares not
paid by sharcholders on the basis of pay in slips received from bank.

(2) Presenting List of Calls in Arrears before the Board of Directors : Once the list of calls
in arrears is prepared, it is presented before the Board of Directors for further discussion and for taking
decisions on share forfeiture.

(3) Sending Reminder to Members : Reminders are sent to those members who have not paid
call money within the prescribed time limit and they are intimated to pay the amount of calls-in-arrears
including interest within the time limit, now prescribed.

(4) Sending Final Reminder : If no response to first reminder is received, a final reminder is
sent through registered post and such members are intimated to pay the due amount including interest
within 14 days of receipt of the final reminder. They are also warned of forfeiture of shares on failure in
paying the due amount.

(5) Resolution of Share Forfeiture : Shares of those members who do not pay the amount of
call within 14 days are forfeited by passing a resolution in the meeting of Board of Directors.

(6) Sending notice of Share Forfeiture : The Secretary sends notices of share forfeiture on the
basis of the resolution passed in the meeting of Board of Directors. A copy of resolution of share
forfeiture is also enclosed the notice and members are intimated to surrender the share certificate to the
company.

(7) Issuing Public Notice : The Secretary gives a public notice in the newspapers indicating
serial numbers of shares forfeited so no transaction is carried out on such shares.

(8) Making Entries in the Register of Members : After giving a public notice, the secretary
makes entries in the Register of Members regarding share forfeiture and names of members, whose
shares are forfeited, are cancelled from the list.
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1.8.3 Duties of the Secretary Regarding Share Forfeiture : Duties of the secretary regarding
share forfeiture are as under :
(1) Verifying provisions of Articles regarding share forfeiture.
(2) Preparing list of members who have not paid call on shares.
(3) Sending reminders to defaulter members as per resolution passed in the meeting of Board of
Directors.
(4) Sending final reminders to members who have not paid the calls in arrears even after sending
the first reminder.
(5) Holding meeting of the Board of Directors to pass a resolution of share forfeiture, on expiry
of the time limit of the final reminder.
(6) Sending notice to members regarding forfeiture of shares.
(7) Giving notice in the newspaper regarding forfeiture of shares.
(8) Making a note in the Register of Members cancelling the name of member.
(9) Getting the resolution, regarding reissue of shares, passed in the meeting of board of directors
and informing new shareholders regarding allotment of shares and entering their name in the
Register of Members.
1.8.4 Effects of Share Forfeiture :
The effects of share forfeiture are as under :
(1) Membership of the member comes to an end from the date of resolution of the share forfeiture.
(2) Shareholder loses the amount, already paid, on the shares forfeited.
(3) Shareholder also loses the right to receive dividend.
(4) As soon as the shares are forfeited, the company becomes owner of the amount paid by
shareholder on shares forfeited. The amount forfeited is credited by the company to a Forfeited
Shares Account. After the reissue of shares, the Forfeited Shares Account is closed.
(5) The company becomes owner of the shares forfeited and Board of Directors can deal with
such shares as they deem fit.
(6) On forfeiture of shares, share capital of the company is reduced and the company can reissue
the shares forfeited.
1.9 Surrender of Share
Meaning : Surrender of share means, returning the share certificate to the company. This concept
is applicable to physical certificates of shares only.
1.9.1 Circumstances of Share Surrender : Share certificates are returned to the company under
following circumstances :
(1) When share certificates are torn.
(2) When share certificates become illegible.
(3) When there is no space left to record an entry of share transfer.
(4) When shares are to be consolidated.
(5) When shares are to be subdivided.
1.10 Share Lien
Let us first understand the meaning of lien. When creditor receives the right to acquire possession
of the property of the debtor and right to sell the same, in order to recover his dues, in case of the
debtor failing to pay his liabilities, is called Lien.
Now let us understand the meaning of share lien.
As per the Companies Act, a company has a lien on only those shares issued, which are partly
paid up for. By using a lien on share, a company can (1) restrict transfer of such shares, (2) restrict
dividend, (3) restrict bonus shares, (4) restrict right to vote.
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1.11 Share Dividend

A company pays tax at the end of the year out of profit earned for a year. The amount of profit
left after the payment of tax is called divisible profit. A certain amount of the divisible profits is retained
as a reserve by the company. The remaining profit is distributed among shareholders, and is called
dividend. Thus dividend means, “The share of divisible profit distributed by the company among its
shareholders on the basis of paid up share capital on shares held by them in form of cash or share or in
any other form.” Here it is important to note that as per the Indian Companies Act dividend can be paid
only in cash. Dividend can be of two types : (i) Interim dividend and (i) Final or Annual dividend.
Interim dividend is paid semi-annually during the year. Final or annual dividend is paid at the end of the
year, out of profit for the year. Dividend is paid to equity shareholders, as well as, to preference
shareholders. Dividend paid on preference shares, at a fixed rate of dividend, before paying dividend on
equity shares is called preference dividend. As per provisions of The Companies Act, preference
shareholders have prior right over equity shareholders in terms of receiving dividend. Therefore preference
dividend is paid first and the then Board of Directors recommends how much of the remaining divisible
profit can be distributed as equity dividend. The equity dividend recommeded by the Board of Directors
is approved by shareholders in the Annual General Meeting of the company. After the approval of equity
dividend in the Annual General Meeting of the company, it is paid within 60 days of such approval.
Equity dividend is based on the profits of the company and need of funds for the company in future. The
Board of Directors decides the rate of equity dividend by taking into consideration the need of funds for
for the company. Thus, it is not legally necessary for a company to declare and pay equity dividend
every year and its rate may be changed year to year.

[ What you have learnt in this chapter ]

Procedure of Share Application and Share Allotment :

(1) Opening bank account (2) Receiving share applications (3) Classification of share
application (4) Preparing share allotment statement
Share Allotment :

Meaning : Allocation of shares issued among share applications received and crediting
the shares in demat account of applicants.

Legal Restrictions on Share Allotment :

(1) Shares can not be issued at a discount in a public issue. (2) Minimum 10 %
reservation for retail investors in a public issue. (3) Share application is to be made through
ASBA process only. (4) The procedure of receiving share applications, allotment of shares
and listing of shares on recognised stock exchange is to be completed within 15 days.
(5) Compulsory demat account required for share application. (6) 90 % of shares issued
but not underwritten must be subscribed as a condition of minimum subscription. (7) For
certain companies the process of book building is compulsory. (8) Prospectus is compulsory
for fixed price while red-herring prospectus is compulsory for book building. (9) Minimum 5
% of face value of shares or the amount decided by SEBI must be called up with application.
(10) Agreement with a recognised stock exchange. (11) Agreement with a depository.
(12) Disclosure of minimum subscription in prospectus. (13) Minimum net worth necessary
for public issue. (14) Share capital of promoters after the public issue must be minimum
20% of total paid up capital. (15) Shares purchased by promoters will remain in a lock in
period for specified time.

Irregular Share Allotment

Meaning : When shares are alloted without fulfilling statutory provisions and restrictions,

is called irregular allotment of shares.
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Circumstances of Irregular Share Allotment :

(1) Allotment made without receiving minimum subscription. (2) A copy of prospectus
is not filed with Registrar of Companies. (3) Minimum 5% of face value of share or the
amount decided by SEBI is not received with application. (4) Escrow Bank Account is not
opended with a scheduled bank. (5) Listing agreement is not made with recognised stock
exchange. (6) Agreement is not made with dipository. (7) Guidelines issued by SEBI and
provisions of Companies Act are not observed. (8) Misleading or false information given in
prospectus.

Effects of Irregular Allotment of Shares :

(1) Appliction for cancellation of share allotment within two months after holding of
first statutory meeting. (2) Application for cancellation of share allotment within two months
of allotment if first statutory meeting is held. (3) Director is personally responsible for the
loss to shareholders arising due to irregular allotment.

Illegal Share Allotment

Meaning : Shares alloted in absence of essential elements of a contract is called as
illegal share allotment.

Essential Elements : Proposal, Acceptance of proposal, Imformation of acceptance,
Provision in Articles, share allotment by Board of Directors, Registration provisions
Difference between Irregular and Illegal Share Allotment :

(1) Meaning (2) Circumstances (3) Effects (4) Membership (5) Liability
Letter of Renunciation :

A letter of renunciation is presented to the company when a shareholder wants to
renunciate some or all shares out of rights shares offerred by the company to him in a rights
issuse.

Statement of Share Allotment Consists of Two Parts :

(1) Renunciation (2) Request for allotment of shares.
Statement of Share Allotment :

A statement of share alloted among share applications recieved in response to invitation
made by the company to general public to subscribe to shares is known as share allotment
statement.

Duties of Company Secretary Regarding Share Allotment :

(1) Opening Escrow Bank Account with a Scheduled bank. (2) Agrement with recognised
stock exchange regarding listing of shares. (3) Agreement with various intermediaries.
(4) Fulfilling statutory provisions for withdrawal of share applications and closure of subscription
list. (5) Classification of share applicants. (6) Meeting of Board of Directors for allotment of
shares. (7) Information to applicants regarding share allotment. (8) Information to applicants
regarding non allotment of shares. (9) Filing share allotment statement with Registrar of
Companies. (10) Payment of remuneration to underwriters. (11) Payment of remuneration to
intermediaries. (12) Listing of shares on recognised stock exchange.

Call on Shares :

Amount called up by the company on partly paid up shares from share holders is

called call on shares.
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Provisions of the Companies Act Regarding Call on Shares :

(1) Provisions in Articles (2) Making calls on justifiable and equitable basis.
(3) Resolution in meeting of Board of Directors. (4) Details in demand notice of calls.
(5) Restricting transfer of shares and voting right as a member till calls are not paid.
(6) Depositing amount of call on shares received with a bank.

Procedure of Making Call on Shares :

(1) Resolution for making call. (2) Closure of register of members. (3) Preparing list
of calls to be made. (4) Informing the bank. (5) Sending notice of calls. (6) Payment of
share calls. (7) Recording call money received in call list.

Duties of Secretary Regarding Call on Shares :

(1) Verifying provisions in Articles. (2) Getting the resolution passed in the meeting of
Board of Directors. (3) Issuing public notice regarding closure of Register of Members and
Share Transfer Book. (4) Preparing list of members and giving notice for making calls.
(5) Opening a bank account. (6) Making note of call money received in register of members.
(7) To verify that amount of call does not exceed 25 % of face value of share.

Share Forfeiture :

Meaning : Share forfeiture is the process by which the directors of a company cancel
the membership and the name of the shareholder from the list of members on non receipt of
call money asked by the company to pay legally by observing statutory procedure laid
down in Articles of the company.

Procedure of Share Forfeiture :

(1) Preparing list of calls in arrears. (2) Presenting list of calls in arrears before Board
of Directors. (3) Sending reminders to members. (4) Sending final reminders. (5) Resolution
of share forfeiture. (6) Sending notice of share forfeiture. (7) Issuing public notice. (8) Entry
in the Register of Members.

Duties of Secretary Regarding Share Forfeiture :

(1) Verifying provisions in Articles. (2) Preparing list of calls-in-arrears. (3) Sending
reminder notices to defaulting member. (4) Giving final notice. (5) Passing a resolution for
share forfeiture. (6) Issuing notice of share forfeiture. (7) Giving public notice in newspaper.
(8) Cancelling of name of member. (9) Preparing resolution of reissue of shares.

Effects of Share Forfeiture : (1) Compulsory end of membership. (2) Shareholder
loses the amount paid. (3) Shareholder loses the right of dividend. (4) Ownership of amount
forfeited lies with the company and forfeited shares account is closed after re-issue of shares
forfeited. (5) Board of directors can deal with shares forfeited as they deem fit. (6) Share
capital gets reduced. The company can re-issue the forfeited shares.

Share Surrender :

Meaning : Share surrender means returning share certificates to the company.

Circumstances of Share Surrender : (1) Share certificates are torn. (2) Share
certificates become illegible. (3) There is no space left to record a share transfer entry.
(4) Shares are to be consolidated. (5) Shares are to be subdivided.

Share Lien :

Meaning of Lien : When creditor receives right to acquire possession of property of
the debtor and right to sell the same in order to recover his dues in case of the debtor fails
to pay his labilities to called as lien.
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Meaning of Share Lien : By using lien on share a company can, (1) Restrict transfer
of such shares. (2) Restrict dividend. (3) Restrict bonus shares. (4) Ristrict right to vote.
Share Dividend :

The share of divisible profit distributed by the company among it shareholders on the
basis of paid up share capital on shares held by them in the form of cash or kind is called
as dividend. As per Indian Companies Act, 2013 dividend can be paid in cash only.
Types of Dividend :

(i) Interim Dividend : Interim dividend is paid during the year out of quarterly profit.

(i) Final Dividend : The final dividend recommended by the Board of Directors is
approved by shareholders in annual general meeting and it is paid within 60 days of the
approval.

1.

Exercise
Select the suitable option from the options given :

(1) Which acts are required to be followed by a company, for issue of shares and other securities,

in India ?
(A) Securities Contract Regulation Act 1956 (B) Companies Act 2013
(C) SEBI Act, 1992 (D) All of these
(2) By which document can an invitation be made for public issue ?
(A) Memorandum of Association (B) Prospectus
(C) Articles of Association (D) Certificate of incorporation

(3) Which allotment of share is void from the very beginning ?

(A) Irregular (B) Illegal (C) Before public issue(D) Private placement

(4) Due to forfeiture of shares .......... .
(A) The company refunds the amount paid by the shareholder.
(B) The company does not refund the amount paid by the shareholder.
(C) Paid up share capital does not change.
(D) Authorised share capital reduces.
(5) Minimum gap between two instalments should be .......... .

(A) 1 month (B) 2 months (C) 3 months (D) 4 months.
(6) How is share application done in recent time ?
(A) By making application to SEBI (B) By depositing application and cheque

(C) By filling ASBA form and getting share application money blocked in the bank account of

applicant.
(D) By making application to Registrar of Companies.
(7) Right share means .......... .
(A) Shares to be alloted to employees (B) Shares to be alloted to promoters
(C) Shares to be alloted to existing shareholders
(D) Shares without consideration
(8) What is returning of share certificates to the company by shareholder called ?

(A) Buy back of shares (B) Share surrender
(C) Share split (D) Offer for sale
(9) Letter of renunciation is related to .......... .
(A) Share forfeiture (B) Resignation of promoters
(C) Rights share (D) Refund of share application money
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2. Answer the following questions in one sentence only :

M
@
©))
@
Q)
©)
M

State the names of share issues.

A company takes help of which intermediaries for a public issue ?
What is offer for sale ?

What is letter of renunciation ?

What is share forfeiture ?

What is share surrender ?

What is lien on shares ?

3. Answer the following questions in short :

(M
@
(©)
@
®)

©)
™

What is prospectus ?

What is irregular allotment of shares ?
What is illegal allotment of shares ?
State the effects of share forfeiture.

Explain, in brief, the process of share application by blocking share application amount in bank
account of the applicant.

What are the reasons for share surrender ?
What is share dividend ?

4. Answer the following questions to the point :

M
@
(©)
Q)
Q)
©)
M
®)

How are share applications classified ?

State legal restrictions on allotment of shares.

Expain the effects of irregular allotment of shares.

State duties of a company secretary regarding share allotment.

State duties of the company secretary regarding share calls.

Explain the process of share forfeiture.

Under what circumstances can share allotment be considered irregular ?

Write a note on renunciation of right share.

5. Answer following questions, in detail :

(1) Explain the process of share application.
(2) Distinguish between irregular allotment of shares and illegal allotment of shares.
(3) State various provisions regarding share calls.
(4) Explain the process of making calls on shares.
(5) Write a note on share dividend.
°
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TRANSFER AND TRANSMISSION
OF SHARE

What you will learn in this chapter ? Introduction :
2.1 Meaning of Share Transfer
2.2 Importance of Share Transfer

Partnership firm came into existence due to

2.3 Provisions Regarding Share Transfer limitations of Sole Proprietorship and limitations
2.4 Procedure for Physical Share Transfer of partnership firm have given birth to Company
2.4.1 Procedure for Physical Share formation. When partners separate in a partnership
;.rfls.t;erProc edure for Total Share firm the procedure is long anfl com}j)lex. Ina

Transfer company, no such procedure is required. In a

2.4.1.2 Procedure for Partial public company if the shareholder, sells his share,

Share Transfer his ownership ends. Shares can be freely sold or

2.4.2 Procedure for Demat Share Transfer

- : purchased just like any product. Free
2.5 Duties of Secretary Regarding Share

transferability of shares is an important

Transfer o .
2.6 Transmission of Share characteristic of a company. Not only that, if a

(Compulsory Transfer of Share) person wants to purchase shares of the same

2.6.1 Meaning company, again he can purchase the share and

2.6.2 Circumstances o he can be owner of that portion. This right is
2.7 Procedure for Share Transmission

28 Difference between Share Transfer and absolute right which cannot be prohibited by the
Share Transmission company. A shareholder can voluntarily transfer

his share as per provisions of the Companies Act.

Moreover, when shares are compulsorily transferred by operation of law, then such transfer of share is
called ‘Transmission of share’. In this chapter we will learn about share transfer and transmission.
2.1 Meaning of Share Transfer

In a general sense, share transfer is the act in which a shareholder voluntarily sells his share to
another waiving his right to ownership and transfering the title of share in name of the other.

Definition : “When a shareholder, in anticipation of approval by company, voluntarily waives his
title (ownership right) of shares in favour of other person/persons and when there is a transfer of title
(ownership) to the shares, it is called Transfer of Shares.”

When a shareholder sells his own share to others or waives his right then his ownership or membership
is over and the person who has purchased, obtains membership/ownership. Here one thing should be
noted that this procedure is treated to be complete only when transfer is approved by the company.

2.2 Importance of Share Transfer

Share transfer is an important procedure. Shareholders use their right to transfer shares with the
consent of the company. Share is a part of capital of a company. It is a financial interest of a shareholder.
It is a movable asset for shareholders. Shareholder has a right to sell, right to gift, and right to lease his
shares. For this Lord Blackburn has said “Main objective to start Joint Stock Company is to provide
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easy transfer of shares to their members.” Purchase and sales of share is conducted in the share market.
This is a source of capital, so it is known as the barometer of the development of a country.

(1) Share transfer generates income for the Government. Share transfers increase leads to increase

in the Government’s income because the Government has imposed tax on it.

(2) Shareholders get cash on sale of shares.

(3) Purchaser of shares gets rights of ownership.

(4) Shareholder is able to get benefit of market variation.

(5) Invested funds of inefficient units flow to efficient units.

(6) Share market and capital market grow as a result of share transfer.

(7) Free share transfer leads to an increased span and scope of the development of a company.

Provisions for transfer is specified in the Articles of Association . Sometimes, there may be restriction
(In private company). But the right of a shareholder cannot be taken away by imposing prohibition on it.
A member can, when he wishes, sell or gift his share to others.
2.3 Provisions Regarding Transfer of Shares

Before learning this topic it is essential to know that the types of shares that can be held by
shareholders. From the point of view of share transfer shares are of two types : (1) Physical shares
(2) Demat shares.

(1) Physical shares : In this format, share certificate with the shareholder is issued by the company
in physical form. This share certificate has the name of the company, shareholders” name, share certificate
number, number and value of the share, company seal and other necessary information on it. There are
possibilities of it getting torn, stolen, getting destroyed in fire and of being physically destroyed.

(2) Demat shares : Dematerialized shares are known as demat shares. This type of share is not
with shareholder physically, but is in a demat account opened by the shareholder. You have already
studied in class XI regarding demat account. This type of share has no fear of getting lost, torn, being
forged or being destroyed in fire.

The procedure for transfer is different for physical shares and demat shares.

A share transfer procedure for a physical share is as under. Company may refuse to transfer
shares if procedure is not followed satisfactorily.

(1) Share Transfer Form : To transfer the share, a prescribed form has to be filled up properly.
This form contains complete details of the seller and the purchaser, like name, address and signature.
Such forms are usually available at the Company Registrar’s office, authorized share brokers, share
market etc.

(2) Share Certificate : Share certificate or share allotment letter is to be enclosed along with
share transfer form.

(3) Unpaid Calls : There should be no unpaid calls on shares that are to be transferred.

(4) Objection Application : There should be no objection by anybody for restricting transfer of
shares. If any objection is raised by anybody share transfer will not be granted the by company.
101

TRANSFER AND TRANSMISSION OF SHARE



(5) Satisfactory Evidence : If a share transfer form which is duly filled and signed is lost then
application should be made, duly signed by both the parties, to the company. They have to make a
satisfactory clarification to the directors of the company.

(6) Lien Rights : If the company has a lien right on transferee share can approved transfer to
collect its debt.

(7) Stamp Duty : Proper stamp duty should be affixed on share transfer form as per the market
value of the share. If the stamp duty affixed is as less value, directors of company may refuse to transfer
the share.

(8) Share Certificate to the Bew Shareholder : On approval of share transfer, the company
sends changed share certificate to the new shareholder within one month.

(9) Rejection of Share Transfer : Share transfer can be rejected in case Registrar of company
has put a restriction or court of law has given a verdict of no transfer on those shares.

(10) Provision of Articles of Association : For the share transfer, provisions of the Companies
Act, as well as, provisions of Articles of Association should be followed. If they are not followed share
transfer is not granted.

(11) Register of Members : Original sharecholder’s name is continued up to the completion of
share transfer procedure.

(12) Right of Dividend : In case transmission is not completed, expired member or insolvent
member is entitled to get dividend.
(13) In Case of Single Person Company :
(1 On the death of the sole member, the person nominated by such a member shall be the
person recognized by the company as having title to all the share/shares of the member;
(1) The nominee should be informed of such an event by the Board of Directors of the company;
(1) Such a nominee shall be entitled to the same dividends and other rights and liabilities to which
such sole member of the company was entitled or liable.
(iv) On becoming member, such nominee can nominate any other person, subject to a written
consent by that person.
2.4 Procedure of Physical Share Transfer
Share transfer procedure can be divided into two types according to the type of share -
(1) Transfer of physical shares, (2) Transfer of Dematerialized shares.
2.4.1 Procedure of Physical Share Transfer :
2.4.1.1. Procedure for Total Share Transfer : Where sharcholder transfers all his shares in
favour of an other person then the procedure to be followed is an under :
(1) Obtaining Share Transfer Form : The person who wants to transfer his share has to obtain
a transfer form (Transfer instruments) duly signed and sealed by Company Registrar.

(2) Filling up the Details in the Transfer Forms : In a share transfer form full details regarding
share buyer and share seller are to be mentioned such as name, address, name of the share holding
company, market value of the share, share certificate number etc. According to the provisions, necessary
stamp duty should be affixed and signed in presence of a witness. The witness has to fill his name,
address, and business etc also.
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(3) Submission of Transfer Instrument and Share Certificate : The purchaser of share himself,
or through share brokers, delivers the completed transfer form along with share certificate to the registered
office of the company. A letter of allotment is enclosed if no share has been issued. Transfer can also be
executed in cases other than a sale, e.g., in case of a gift to someone. However, the procedure followed
is the same.

(4) Sending the Transfer Receipt : On receiving the transfer instruments along with the share
certificate, the company secretary issues a receipt for the same. This transfer receipt is the evidence of
submission of documents of transfer.

(5) To Inform Regarding Transfer by Notice : After receiving share transfer form and share
certificate, the company verifies transfer mstruments and share certificate. After that the company informs
both the parties through a notice. Blank or forged transfer can be avoided by such a notice. If any party
has objection they are asked to inform within two weeks. If no objection is received from either party,
it is assumed that the transfer is acceptable to both parties.

(6) Recording in the Share Transfer Register : After serving notice to both the parties if no
application for an objection has been received from either the transferor or transferee, then it is assumed
there is consent of both parties, and the transfer is registered by the secretary in the Share Transfer
Register. The name of the tranferee is entered into the Share Transfer Register.

(7) Resolution for Approval of Transfer of Shares : After receiving share transfer
applications, a meeting of the Board of Director is convened by the secretary in which discussion
are made regarding the applications received for transfer of shares. In this meeting, a resolution is
passed approving the transfer of shares which are sanctioned.

(8) Entering in the Register of Members : After passing the resolution of transfer of
shares, the names of the transferor is deleted from the Register of Members and that of the transferee
is added.

(9) Sending Share Certificate to the New Share Holder : After passing the resolution of
transfer of shares, the secretary writes the name of the new shareholder on the back of the share
certificate, and sends the same, with the signature of responsible officer, to the new shareholder. If
share certificate is too old or there is no space to enter the name, then a new certificate is prepared
and delivered to him.

2.4.1.2. Procedure for Partial Share Transfer : When a shareholder wants to transfer
some of his share, from his total holding then he has to split his share. For the split, shareholder
has to send his share to the registered office of company. The Company secretary splits the share as
per requirement of shareholder and sends it back. After that the shareholder sells his share according to
his requirement as per the above procedure.

2.4.2. Procedure for Transfer of Dematerialized Shares : A sharcholder may keep his
share in physical form. But, according to new provision he cannot sell his share in physical form.

Ifhe wants to sell his share, he has to go for dematerialized process.
Demat share means to convert physical share in to electronic form in a specified way. The

investor has to open a demat account with a depository participant. In India, as a depository
participant, National Securities Depository Limited (NSDL) or Central Depository Services (India)
Limited (CDSL)are functioning as an agent for deposit care taker. On behalf of these institutions,
PSU Banks or Private Bank and other Financial Institutions open demat accounts. After opening
this account, the said institution provides an instruction slip to account holder. It is used by the
account holder for purchase or sale of Securities; (image of instruction slip is on next page). The
company can observe its shareholders and their holdings on web site provided by NSDL/CDSL.
However, the company cannot make any changes in it.
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Image of Instruction Slip
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As per the instruction slip Broker/Bank/Financial institution will purchase or sell the shares.

Purchasing or selling process is done online on computer.
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A person who wants to purchase share has to pay the price of the share and stamp duty
along with brokerage. The total amount of purchase is debited from his account and purchased
shares are credited into his account (Shares are increased in shareholder’s account). Similarly, if
shareholder sells his shares, the amount of the sale (after deducting brokerage, tax and other changes)
is deposited to his bank account and the shares sold are debited to his demat account (shares are
decreased in his account). Thus, shares are credited or debited to a person’s demat account.

It is important to note that when shares are purchased or sold in this way the company has
no control over it. Company has nothing to do with it.. The whole procedure is done by the institution
which functions as agent of NSDL/CDSL.The Company can only observe, its newcomer shareholders
and outgoing shareholders, on the web page.

2.5 Duties of the Secretary for Share Transfer

Transfer of share is a transfer of ownership. The secretary has to perform his duty properly.
He has to look after the transfer of physical share. There should be no litigation in future nor should
the provisions of the Company Act 2013 be ignored. If such provisions are ignored then secretary
and other responsible persons found guilty, can be punished.

(1) To Verify Share Instruments/Transfer Form : Secretary has to verify share instruments
carefully. He has to verify the number of shares, type of share, signature of shareholder and other
essential details as per provisions.

(2) Stamp and Fees : Secretary has to verify market value of the share mentioned in share
transfer form. He has also verify whether the stamp duty affixed by share holders is according to
the value of the share.

(3) Signature of Witness : Signature of witness is essential. Secretary has to see and ensure
the signature of witness.

(4) Receipt of Share Transfer : After receiving share transfer form/instrument at the
company’s registered office, a receipt shall be issued, provided all details are satisfactory.

(5) Resolution of Board of Directors : If information provided in the transfer form is found
to be satisfactory and correct, then share transfer is approved. A resolution regarding approval of
share transfer is passed in the Board of Directors’ meeting.

(6) Entry in Share Transfer Register : After granting share transfer, necessary entry is to
be made by secretary regarding share transfer.

(7) Registration in Register of Members : Share transfer is approved on the basis
of the form of transfer presented by the shareholder. It is followed by the necessary entires in the
Register of Members.

(8) To Issue Notice Regarding Approval of Share Transfer : After approval of share
transfer, notice is issued to share purchaser and share buyer.

(9) To Prepare Share Certificate : After the approval of share transfer it is a duty of
secretary to prepare new share certificate for the new shareholder.

(10) To Issue Share Certificate to New Shareholder : After the New Share Certificate is
prepared, new shareholder is informed to collect the share certificate as per the receipt issued
earlier. The share certificate can also be dispatched to the address as per the receipt.

(11) To Observe the Provisions of Articles of Association : The Secretary has to confirm

himself, that no provisions of Articles of Association have been violated in this transfer.
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2.6 Transmission of Share (Transfer of Share under the Operation of Law/Compulsory

Transfer of Share)

When the ownership of share is transferred compulsorily, under any law, then such a transfer
1s known as Transmission of share (Compulsory transfer of shares).

2.6.1. Meaning : When the title in shares of a person is automatically transferred it is called
“Transmission of shares”. Shares are to be transferred under the operation of law when the shareholders
is declared to be of unsound mind or declared to be insolvent or in case of his death.

2.6.2. Circumstances for Transfer of Share under the Operation of Law :

(1) Will is not Prepared (Intestate) and there are Legal Successors : Sometimes
shareholder has not prepared will (intestate) and he expires then the shares in his name are transferred
to successor on the basis of the succession certificate.

(2) Will is not Prepared (Intestate) and there are no Legal Successors : Many a times,
shareholder has not a prepared a will (intestate) and he has no successor and he expires. In this
situation the court many appoint administrator (receiver) who, then has the right to conduct the
court may appoint administrator (receiver). Then receiver may transfer the shares in his name.

(3) Shareholder Declared to be Insolvent : When shareholder is declared to be insolvent
by court an official receiver or assignee is appointed by court. The shares are transferred the name
of the official or receiver. For this, the receiver has to present an appointment letter given by the
court.

(4) Shareholder Declared to be Lunatic : When a shareholder is declared to be lunatic (of
unsound mind), a guardian or trustee is appointed by the court. Such a guardian or trustee presents
the appointment letter issued by court to the company. After receiving such a letter the shares are
transferred to the name of this administrator.

(5) Death of a Person, in Case of Single Person Company : On the death of the sole
member, the person nominated by such member shall be the recognized by the company, and the
company will transfer all the shares of that member.

A legal representative has the right to get dividend and other privileges. However such a
representative cannot participate in meeting of the company. He cannot utilize rights which are given
to shareholder.

2.7 Procedure of Transmission of Shares

Procedure for transmission is as below :

(1) Information to the Company :

(A) Intimation about Death : (i) Legal successor of the shareholder has to inform the
Company about the death of shareholder. (i) First shareholder is deceased : In case of joint
shareholdering, other shareholder/ shareholders have to inform the company and produce the death
certificate.

(B) Intimation about Insolvency : When a shareholder is declared insolvent, the company
has to be the informed by receiver appointed by court.

(C) Intimation Regarding Lunatics/Unsound Mind : Whenever a shareholder is declared
a lunatic by court, his guardian or trustee is appointed by court. The guardian or trustee should
inform the Company.

(2) Verification of Ownership Documents : Whenever a company is informed about death,

insolvency, lunancy, all the legal documents and authenticity have to be verified by the Company.
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(3) Notice issued by Company to the representative : If the company is satisfied with

the documents, authority letter, verdict of the court received from the receiver/ trustee/ legal heirs,
it issues a notice to such representatives.

(4) Resolution of Board of Directors : After receiving the reply of notice Board of Directors
transfer the shares to the name of the legal representatives and pass a resolution. After passing such
a resolution, necessary entry is made in the Share Transfer Register.

(5) To issue new Share Certificate and enter name in Register of Members : After the
resolution of share transmission the new members name is entered into the Register of Members.

The new shareholders (or representative) are informed to collect the new share Certificate.

2.8 Difference between Share Transfer and Share Transmission

No.

Points

Transfer of Share

Transmission of Share

(1)

Meaning

When a shareholder voluntarily
passes ownership of share to
another person, in accordance
with the provisions of Companies
Act and Articles of Association
it is called Transfer of Share.

When a shareholder dies or he is
declared by the court to be an
mmsolvent or lunatic, then such
compulsory transfer of share,
is called

under the law,

Transmission of Share.

(2)

Circumsta-

nces

It is a voluntary transfer.
Shareholder may transfer share/
shares at any time according to

provisions of Companies Act.

In case of death, insolvency or
person being declared lunatics
death case of a, in single person
company, transmission of share
takes place.

3)

Consent

In voluntary transfer, consent of
both parties is essential.

In transmission of share consent
of both parties is not necessary/
possible.

(4)

Considera-
tion

Share transfer is arises due to a
valid agreement of two parties

s0, consideration is essential.

In transmission of shares,
shareholder loses ownership and
ownership is shifted to legal
representative. This is not selling

so there is no consideration.

(5)

Stamp
duty

In a share transfer, stamp duty
is necessary according to
prevailing law. If the stamp duty
is not affixed as per law, share
transfer is not valid in physical

shares.

In a transmission of share there
is no consideration. So stamp

duty is not essential.
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(6) | Member- | Membership is obtained by the | Legal representative is entitled, to
ship transferee after the approval of | the rights of a member and can
the Board of Directors, and his | claim dividend.

name is entered into the
Register of member.

(7) Proce- A procedure of the Board of | Legal representative sends
dure Directors is required following | evidences supporting his rights
the provisions of Articles of | obtained through court to the
Association. company for getting his name
registered as member.

(8) Refusal | Board of Directors may refuse| Generally, the directors of the
to transfer of shares, if suchl company cannot refuse
refusal is in the interest of the| transmission of shares.

company.

(9) | Respon- | The original shareholder does | In transmission of shares, there
sibility not have any responsibility | is no personal responsibility of

after transfer of shares is | the representative. However, he

complete. has to accept responsibility

arising due to shares.

(10) | Rightto | If a company refuses to | The company can not refuse
go to a transfer without valid reason, | transmission ans so the question
Tribunal | the shareholder has the right to | of going to tribunal does not
go to a Tribunal. arise.

What you have learnt in this chapter }

\

Limitations of one business formation has given birth to the other. Company formation
is considered one of the best type of formation. A very important feature of this formation is
that shareholders may sell or purchase their share freely. Shares can be sold or purchased
partially or fully.

Meaning of Share Transfer :

When a shareholder in anticipation of approval of a company, voluntarily waives his
ownership of shares, in favour of some other person/persons and when there is a transfer of
shares it is called Transfer of Share.

Importance of Share Transfer :

Shareholder has full right to sell, gift or lease his shares : (1) Share transfer generates
income for the Government by way of stamp duty. (2) Shareholder gets Cash by selling his
shares. (3) Purchaser gets shares. (4) Cash flow moves from inefficient units to efficient
units. (5) Shareholder is benefited by price variation of shares. (6) Share market is growing.
(7) Free transaction boosts-up Company formation.
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Provisions for Share Transfer :

Shares are of two types from the view point of transfer : Shares are of two
types from the view point of transfer : (i) Physical shares (ii) Demat (dematerialized) shares.

Provisions for Physical Share Transfer : (1) Share transfer form is essential for the
purchase or sale of share. (2) Attachment of share certificate is essential. (3) There shall be no
dues of call money. (4) There shall be no objection by any applicant. (5) Satisfactory evidence
shall be provided in case of loss of share transfer form filled and signed by both parties.
(6) Company may utilize lien right to collect its debt. (7) Proper stamp duty shall be affixed.
(8) New share certificate shall be issued to new shareholder. (9) If Registrar of company or
court bane the transfer then share transfer will not be executed. (10) Share transfer shall be
done according to the provisions of Articles of Association. (11) Name of the old shareholder
is continued up to the completion of share transfer procedure. (12) Original shareholder is
enjoys all rights up to the Transfer of Shares. (13) In single person company on the death of
the sole shareholder, a nominee is to be identified and share to be transferred on the name of
nominee; a nominee can nominate an other person.

Procedure for Share Transfer : Share transfer procedure can be divided in two
types; (i) Transfer of Physical share and (ii) Transfer of Dematerialized shares

(A) Share Transfer Procedure for Physical Shares : (1) To register share transfer
form (2) To fill up form- details of both parties (3) To submit instruments along with share
certificate to registered office of the company (4) To receive a receipt for instruments and
share certificate (5) To issue notice regarding share transfer (6) To pass resolution regarding
approval of share transfer (7) To enter into Register of Members (8) To remit new share
certificate to new shareholder.

If it is a partial share transfer of a physical share, then first of all share holder has to
go for a split of share by applying to the company. After the split of share, the above
procedure 1s to be followed.

(B) Transfer Procedure for Demat Share : According to the current provisions of
law, share cannot be sold or purchased in physical form. These type of share have to be
converted to demat form. After conversion, these shares are with the depository participant.
Company can see these shares on a specified web site. While selling or purchasing such
shares, the shareholder has to contact the depository agent with which he has opened demat
account. He has to submit instruction slip, stating all details. According to instruction, slip
shares are sold and purchased by the depository participant’s agent, online. Shares are thus
debited or credited in to shareholder’s account.

Duties of Secretary Regarding Share Transfer :

Secretary has to see that in future no type of litigation should arise. He has to also see
that provisions of Articles of Association are followed legally and properly :
(1) To verify share transfer form/ instruments (2) To verify the proper stamp duty affixed on
instruments (3) To verify signatures of witness (4) To issue receipt for share instruments
(5) To pass resolution of Board of Directors for share transfer (6) To enter transfer in share
Transfer register (7) To enter into Register of Members (8) To issue notice regarding share
transfer (9) To prepare new share certificate (10) To send new share certificate to the new
share holder (11) To follow provisions of Articles of Association.

Transmission of Shares / Compulsory Share Transfer :

In certain situations share transfer becomes compulsory like death, insolvency or
unsound condition of mind etc. Circumstances - (1) When shareholder dies intestate and has
successor (2) When shareholder dies intestate and has no successor (3) Shareholder become
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insolvent (4) Shareholder is declared of unsound mind (5) In case of single person company
sole shareholder dies.
Procedure for Transmission of Share :

(1) To inform company (2) To verify the documents for ownership (3) To issue notice
by company (4) Resolution of Board of Directors (5) To issue new certificate and entry in
to Register of Members.

Difference between Share Transfer and Share Transmission :

Points : (1) Meaning (2) Circumstances (3) Consent (4) Consideration (5) Stamp Duty

(6) Membership (7) Procedure (8) Refusal (9) Responsibility (10) Right to go to tribunal.

Exercise

1. Select suitable option from the options given :
(1) For a shareholder shares are

(A) movable assets (B) responsibility (C) cash asset. (D) an immovable asset
(2) Share market
(A) is a market for speculators. (B) barometer of development of country.
(C) is a cash market. (D) is a product market.
(3) In share transfer, if there is an application of objection,
(A) no problem arises. (B) transfer is done subsequently.
(C) objection is ignored. (D) company will not approve transfer.
(4) If transmission process is not completed,
(A) dividend right can not be availed. (B) dividend is received afterwards.
(C) dividend right is available. (D) dividend is deposited in Company.
(5) In transmission of shares
(A) stamp duty is to be affixed. (B) stamp duty is not necessary.
(C) stamp duty is to be affixed afterwards. (D) stamp duty willbe exempted by Government.
(6) If shareholder is declared insolvent by court,
(A) share transfer will be executed (B) share transmission will be executed.
(C) transfer will not be executed. (D) share transfer will be done in future.
(7) In the Demat account of a shareholder
(A) company may make change. (B) Company may make change partial.
(C) Company cannot make change. (D) Company may make change afterwards.
(8) If shareholder dies without making will and has no successor
(A) Government will forfeit the shares. (B) Company will forfeit the shares.

(C) Court will appoint administrator.
(D) shares will be transferred to a charitable trust.
(9) If shareholder is declared insolvent
(A) compulsory transfer shall be done. (B) voluntary transfer shall be done.
(C) partial transfer shall be done. (D) no transfer shall be executed.
(10) In voluntary transfer

(A) there is no requirement of consideration.  (B) consideration is not given.

(C) consideration is there. (D) consideration is calculated-afterwards.
(11) In case of compulsory transfer
(A) consent is essential. (B) consent is not required.
(C) consent may be given by anybody. (D) consent is given by Company Registrar.
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2. Answer the following questions in one sentence :

3.

4.

S.

(1)

How did companies come into existence ?

What are the important characteristics of a Company ?

When is the receipt for instrument dispatched ?

Where can be demat account be opened ?

When is an entry made in Register of Members ?

How can a company observe a shareholders’ demat account ?
When will a court appoint trustee/guardian ?

Answer the following questions in short :

What is share transfer ?

State the types of share on the basis of transfer.

When is share transfer intimated by notice ?

When is an entry made in Share Transfer Register ?

When is a resolution of approval passed ?

Which institution works as depository participant ?

Which documents have to be verified by a company before share transfer ?
What steps are taken by the company to prevent fraud transfer ?

What details are provided in notice in case of share transmission ?

Answer the following questions to the point :

Explain the provisions regarding share transfer for a Single Person Company.
Explain the circumstances for share transmission.

When are shares deposited in Demat Account ?

When is ownership verified ?

Which details are to be provided in an instruction slip ?

What are the limitations of physical shares ?

What are demat shares ?

Which details are included in a Share Certificate ?

Explain the importance of share transfer.

Narrate the procedure of physical shares transfer.

Explain the procedure for total share. transfer.

Explain the procedure for partial transfer of shares.

How are demat shares transferred ?

Narrate the duties of secretary regarding share transfer.

Explain the circumstances for compulsory transfer of shares.

What is the procedure to be followed in case of death of a sole member of Single Person
Company ?

Narrate the procedure of share transmission.

(10) Differentiate between share transfer and share transmission.

[ ]
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3 DEBENTURE

Introduction

In today’s modern times when Joint Stock
Companies need capital for a long time period,
they issue shares or debentures to raise capital.

What will you learn in this chapter ?
3.1 Definition of Debenture

3.2 Types of Debentures

3.2.1 Mortgage Debenture Debenture means borrowed capital. Debenture is
32.2 Fully Convertible Debenture a document issued under the common seal of the
company for raising debt and acknowledging the

(FCD) debt. The interest on debt raised through debenture

3.2.3 Partly Convertible Debenture is paid at a pre-determined rate. For this,
(PCD) companies create a floating charge on the assets

of the companies.

3.2.4 Non Convertible Debenture 3.1 Definition of Debentures

(NCD) The term “debenture” is derived from the
3.3 Procedure of Issuing Debentures latin word ‘Deber’ meaning debt. Thus, it can be
3.4 Rights of Debenture Holders said that debenture is a document denoting debt
of the company.
3.5 Debenture Trust Deed “Debenture is a type of document issued
3.6 Procedure of Transfer of Debentures under the common seal of the company
3.7 Difference between Shares and acknowledging the debt.”

-Sir Francis Parmer

Debentures

Debenture is “A document containing an acknowledgement of indebtedness; issued by the company
under its common seal, and giving an undertaking to repay the debt, at a specified rate or at the option
of the company and in the meantime to pay interest, thereon at a fixed and at interval stated in debentures.”

Debenture is a document, (i) issued under the common seal of the company (i1) acknowledging the
debt of a specified amount (iii) in which till the principal amount is repaid (iv) interest at specified rate is
payable under the contract (v) a charge is created on the assets of the company.

“Thus, joint stock companies established under the Companies Act issue debentures for long term
capital requirement. The debenture can be redeemed after a fixed period. A relationship of debtor and
creditor is created between the company and the debenture holder. The Debenture holder does not get
a right to vote in the company and he cannot participate in the management of the company. But debenture
holders can appoint debenture trustee to safeguard their interest. When the company goes into liquidation,
the debenture holders are paid their money on priority basis by selling the assets of the company.

3.2 Types of Debentures

For the convenience of public, the company Management issues different types of Debenture.
Debenture holders give utmost importance to the security of their money.

Types of Debentures : (1) Mortgage Debenture (2) Fully Convertible Debenture (FCD)
(3) Partly convertible Debenture (PCD) (4) Non Convertible Debenture (NCD).

3.2.1 Mortgage Debenture : The company, by issuing such debentures, create a charge on the
assets which can be fixed charge or floating charge. The company has to obtain the approval of the
trustees of debenture holders, before taking any decision regarding these assets. At the time of liquidation,

the debenture holders have the first right on the assets of the company.
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3.2.2 Fully Convertible Debentures - FCD : In accordance with the agreement with debenture
holders, on completion of the specified time period, these debentures are converted into equity shares.
The Company gives two options to holders: (i) To redeem the debentures or (ii) To take equity shares
of the same amount. If the debenture holder opts for Fully Convertible Debentures (FCD) then his rights
as creditor come to an end and he gets rights as equity share holder.

3.2.3 Partly Covertible Debenture - PCD : Here the debenture is divided into two parts,
where one part is fully convertible and the other part is non convertible. Equity shares are issued against
the convertible part while the non convertible part is redeemed.

3.2.4 Non-Convertible Debenture - NCD : These debentures are not converted into equity
shares. The holders are paid their money back by redemption at the end of the specified time period.

3.3 Procedure of Issue of Debentures

There are specific provisions in the Indian Companies Act for the issue of debentures. It is necessary
to comply with all these provisions at the time of issuing debentures. If any of these provisions is not
complied with, then the company / concerned officer of the company is liable for punishment. It is
necessary to ensure that there should be no risk or danger to the interest of debenture holders. The
procedure for the issue of debenture is as under :

(1) Resolution by Board of Directors : First of all, the provisions of debentures of the Articles
of the company are studied, then a resolution is passed in the meeting of the Board of Director to issue
debentures. At the meeting, a decision is taken regarding the amount of total issue, rate of interest,
payment of interest, number of debenture certificates and conditions.

(2) Resolution by General Meeting of the Company : The sanction for issue of debentures is
obtained in the General Meeting of the company. If, due to issue of debentures, the debt of company
exceeds free reserves of the company or if the debentures are to be issued for an amount exceeding free
reserve fund, then the approval of members is obtained by convening the General Meeting of members.

(3) Permission of SEBI : It is necessary to ensure that the provisions of the Companies Act and
guidelines of SEBI are complied with and permission of SEBI is obtained.

(4) To Issue Prospectus : Public Limited companies invite general public to subscribe to the
debenture by issuing prospects which describes contents of debentures. Investors study it and take
decision to purchase the debenture.

(5) Appointment of Trustees for Debentures : In order to safeguard interests of debenture
holders a trust deed / Debenture Trust Deed is prepared under the Trust Act. The Trustees for Debentures
are appointed in the company.

(6) Agreement with Underwriters : If the Board of Directors decides to enter into an agreement
with underwriters for the issue of debentures, it is done at this stage. The conditions are determined for
both parties.

(7) To Open an Account with a Scheduled Bank : The company has to open an account with
a Scheduled Bank to receive applications and money for debenture

(8) Registration in Stock Exchange : If it is so stated in the Prospectus, the company has to
apply to a recognized stock exchange for the listing of debenture issue so that the debentures can be
traded in the market. If the stock exchange refuses to register or cancels the registration of debenture
issue, the company has to pay back the money to the debenture holders.

(9) To prepare Allotment Register for Debentures : After the closure of subscription, as
specified in the prospectus, the Company Secretary has to prepare a register on basis of application
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received. A decision regarding allotment of debentures is taken in the meeting of the Board of
Directors. After deciding the allotment of debentures, the process of remittance of debenture certificate is
commenced.

(10) Debenture Certificates : If the subscription to the debentures is to be made through part
payment of debenture money, then after receiving the full amount towards the debentures allotted the
company secretary prepares debenture certificates and in accordance with the provisions of the Companies
Act dispatches the certificates to debenture holders.

3.4 Rights of Debenture Holders

Debenture holders are entitled to certain rights. Debenture holders are creditors of the company
and therefore there is a relationship of debtor -creditor between the company and debenture holders.
The various rights of debenture holders are as under :

(1) Right to receive interest at the specified time and rate

2) Get back the money, invested, on the date of maturity

(
(3) To examine and study documents at the registered office of the company
(4) To obtain information by depositing the requisite fee

(5) The company prepares a trust deed with debenture holders. Debenture holders have right to

be informed that functioning is conducted according to provisions of the deed.
(6) Right to appoint Debenture Trustee to safeguard the interests of debenture holders.

(7) The Board of Directors have to take into confidence the debenture trustees before making
any important decisions.

(8) To ensure that the property mortgaged under the trust deed is adequately safeguarded.

(9) Right to initiate legal action if the conditions / provisions of trust deed, in respect of property
under security, are not complied with.

(10)Right to receive report regarding the progress and development of the company at regular
mtervals.
(11) Right to receive their money back on a priority basis at the time of liquidation of the
company.
3.5 Debenture Trust Deed
Debenture is a debt for the company. The company mortgages / pledges its assets in favour of
debenture holders against the debt raised . As per the Indian Companies Act, a contract / agreement is
executed between the company and debenture holders and the said contract is registered with the Registrar

of Companies. Thus, this contract / agreement that lays down the conditions of debenture issue, is also,
known as Trust Deed / Trust Agreement.

The debenture holders of a company are scattered over different places and they are unorganized.
In such circumstances, to safeguard the interests of debenture holders, their representatives are nominated
as trustees of debenture holders and they represent the vast group of debenture holders. These debenture
trustees earn the faith of debenture holders and work in a neutral manner to safeguard the interest of
debenture holders.

When a situation arises about the fixed or floating charge, the action is taken in accordance with
the Trust Deed.
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Once a Trust Deed is registered with the Registrar, any amendment in the same can be made with
the approval of the Debenture holders’ General Meeting.
The following particulars are included in a Trust Deed :
(1) Primary information of the company
(2) Description of Debenture Issue
(3) Information of Security / assets mortgaged:
(4) Particulars of the appointment of Debenture Trustees
(5) Events of Defaults
(6) Obligations of Company
(7) Miscellaneous :
- Amendment made in any matter of Trust Deed
- Company is liable for payment of stamp duty on Trust Deed
- Provision for meeting of debenture holders and resolutions of grievances, objections and
resolution thereof.
3.6 Procedure for Transfer of Debenture
Procedure for Transfer of Debenture is as under :
(1) Obtain form specified by the company and fill in the requisite details in the same
(2) Name and Addresses of the seller and the purchaser ofthe debenture, details of debentures, certificate
serial numbers quantity of debentures and prices of debentures. Both parties are required to sign the form.
(3) The seller of the debenture has to declare that he is selling the debenture voluntarily and he
has to sign it a second time.
(4) The debenture transfer form, along with debenture certificate, is submitted at the registered
office of the company.
(5) The company secretary will examine the form and compare the signature with the specimen
signature.
(6) It will be ensured whether the requisite stamp duty has been paid and endorsement will be
done to that effect in the transfer register.
(7) A meeting of the Board of Directers is held to discuss the transfer of Debentures and a
resolution is passed for it.
(8) On the basis of resolution of the Board of Directors, the Company Secretary enters the name
of the purchaser or issues a new certificate and dispatches the same to the purchaser.
3.7 Difference between Share and Debenture

Sr.

Points Share Debenture
No.

(1) | Meaning | A joint stock company divides | When a joint stock company bor-
its capital in small parts. Each | rows money from public is called
part is called a share. a debenture

(2) Capital | It is owner’s capital It is a borrowed capital

(3) Return The company pays dividend on | Company pays interest on the
a share from profit debenture amount.
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(4)

Rate of

The rate of dividend is un-

The rate of interest is specified.

Return specified. Interest is payable whether there
is any profit or not.

(5) Owner- Shareholders are owners of a | Debenture holders are creditors

ship company. of a company.

(6) Risk The risk is higher in share. The risk is less in debentures.

(7) | Rightof | Shareholders have voting right. | Debenture holders have no

Vote voting right.
(8) Stamp The stamp duty on transfer of | The stamp duty on transfer of
Duty shares is payable at a lesser | debentures is payable on a higher
rate. rate.
(9) Redemp- | The share holders cannot get | The debenture can be
tion their money back as long as the | redeemed as per its type.
company is in existence. At the | Debenture holders have the
time of liquidation, they get their | first right to receive their money
money at the end. in case of liquidation.
(10) | Charge on | There are no charges of Assets. | Issue of debentures creates
Assets charge on assets of the company.

(11) | Payment | Dividend on shares cannot be | Interest on debentures can be
out of paid out of capital of the | paid out of capital, as per
Capital company. provisions.

(12) | Control | Shareholders have control | Debenture holders have no con-
over the administration of the | trol over the administration of the
company. company. However they can ap-

point debenture trustees to safe-
guard their interests.

(13) | Demand | Shareholders cannot demand a | Debenture holders can demand a

for liquidation of the company. liquidation of the company.
Liquida-
tion

What you have learnt in this chapter |

J
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In this modern period the efforts are made to collect money through debentures to get
profit from the trading of equity.
Definition of Debenture : It is a document issued by the Company which bears the
seal of the company informing about the acceptance of money as debt of the company. In
this instance the company obtains a money as loan with a promise to return the specific
amount after the stipulated period.
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(FCD) (3) Partly convertible Debenture (PCD) (4) Non Convertible Debenture (NCD).

(2) Resolution by General Meeting of the Company (3) Permission from SEBI (4) Issue of
Prospectus (5) Appointment of Trustees for Debentures (6) Agreement with underwriters
(7) Opening an account with a Scheduled Bank (8) Registration with the Stock Exchange
(9) Preparing Allotment Register for Debentures (10) Debenture Certificates

company, so there is the relation of debtor and creditor between the company and debenture
holders. Their rights are; to obtain interest at the decided rates, to get money back on
completion of the duration, to obtain copies of the documents of the company to obtain the
information about how the company is functioning in compliance with the Trust Deed, to
oppoint the debenture trustees, to see that securities/properties mortgaged are properly
maintained, to initiate legal proceedings if trust deed is violated, to obtain the information of
the progress of the company at various times, to get the money at priority basis at the time
of dissolution of the company.

the agreement between debenture holders and company is executed and registered with the
Registrar. An agreement is prepared with the consent of both the parties mentioning the
terms and conditions. This deed is known as Trust Deed. The debenture holders appoint
their representative to protect their interests and risk. People who represent the mass of
debenture holders is known as debenture trustee.

all details; the primary details of the purchaser and seller of the debentures, the details of the
debenture if it is a voluntary sale the seller should declare and sign, the form. It should then
be deposited with the Registered Office. The Secretary will verify the signatures. The required
stamp duty should be paid after the resolution is passed at the meeting of directors. The
secretary will add the name of the purchaser in the debenture and issue the new debenture
certificate.

(1) Meaning (2) Capital (3) Return (4) the rate of return (5) ownership (6) Risk (7) Right of
vote (8) Stamp (9) To get the money back (10) The charge over the property (11) The
payment from the capital (12) Control (13) The demand for the dissolution.

Types of Debentures : (1) Mortgage Debenture (2) Fully Convertible Debenture

The Procedure to Issue Debentures : (1) Resolution by Board of Directors

The Rights of the Debenture Holders : Debenture holders are creditors of the

Debenture Trust Deed : According to the provisions of the Indian Companies Act

The Procedure for the Transfer of Debentures : A form should be filled up with

The difference between Share and Debenture : The points of differences :

1.

Exercise

Select the suitable option from the options given :

(1)

(2)

(3)

Debentures means .......

(A) The Capital of the owner (B) The debt capital

(C) Property (D) Expenditure

At the time of dissolution of a company, the debenture holders acquire the .......... right to get
money back.

(A) Priority Right (B) The right of Last Payment

(C) Responsibility (D) No any right or zero rights

What is the fundamental right of the debenture holder ?

(A) The right to vote in the company

(B) To remain present at the meeting of the company

(C) The right as the member of company

(D) To get the interest and money back after a stipulated time
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(4) What is the name of the agreement between a company and debenture holders ?

(A) Debenture Trust Deed (B) The Agreement of acquiring Trust

(C) The Agreement of Guarantor (D) The Agreement of protection of Rights.
(5) Who appoint the trustee of debenture ?

(A) The company itself (B) The Assembly of Directors

(C) General Assembly (D) The Assembly of debenture holder
(6) Who represents the mass of debenture holders ?

(A) Group of Director (B) Chairman of the Company

(C) Debenture holders (D) Debenture Trustee
(7) What is the status a debenture holder in the company ?

(A) Creditor (B) Debtor (C) Creditor - Debtor (D) Share Holder
(8) Who can the debenture holders appoint as their protector of rights ?

(A) Debenture Trustee (B) Administrative Officer

(C) Advocate (D) Share Holder

2. Answers the following questions in one sentence :
(1) What is a debenture ?
(2) Define the meaning of convertible debenture
(3) What is the meaning of mortgage debenture ?
(4) What is the meaning of certificate of debenture ?
(5) What is a debenture Trust Deed ?
(6) Who is known as a debenture trustee ?
(7) Mention two rights of a debenture holder.
3. Answers the following questions in brief :
(1) Give definition of debenture
(2) What is partly convertible debenture ?
(3) Mention the rights of the debenture trustee.
4. Answers the following question to the point :
(1) State the concept of debentures.
(2) Discuss any two types of debentures.
(3) State the procedure of the issue of debentures.
(4) Discuss Debenture Trust Deed.
(5) Clarify the procedure of transfer of debenture.
5. Answers the following questions in detail :
(1) State the meaning of debenture and explain its types
(2) Discuss the procedure for the issue of the debentures, as per the provisions of the companies

Act, 2013
(3) Explain the difference between shares and debentures.
°
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4 MEMBERSHIP

What will you learn in this chapter ?
4.1 Meaning and Definition of Membership
4.2 Member and Share Holder

4.2.1 Person is Member but not a
Share holder
4.2.2 Person is Share Holder but not a
Member
4.3 Difference between a Member and a Share
Holder
4.4 Who can Acquire a Membership ?
4.4.1 A Living Person
4.4.2 Partnership Firm
4.4.3 Hindu Undivided Family
4.4.4 Trustee
4.4.5 Foreigners
4.4.6 Joint Share Holder
4.4.7 Company
4.4.8 Other Institutions
4.5 Methods of becoming a Member
4.5.1 Subscribing to the Memorandum
of Association
4.5.2 By Allotment of Share
4.5.3 By Transfer of Share
4.5.4 By Transmission of Share
4.5.5 By Share Acquired in Consideration
other than Cash
4.5.6 By Estoppel or Holding out
4.5.7 By Execution of Letter of Renunciation
4.5.8 By a Partly Convertible Debenture
Holder
4.5.9 By Sweat Equity Share
4.6 Termination of Membership
4.6.1 By Transfer of Share
4.6.2 By Transmission of Share
4.6.3 By Forfeiture of Share
4.6.4 By Exercise of Lien of Share
4.6.5 On Redemption of Redeemable
Preference Share
4.6.6 By Making Share Allotment Void
4.6.7 By Liquidation/Winding up of a
Company
4.6.8 ByAmalgamation/ Merger of Company

Introduction

A Company invites the Public to subscribe
to its securities by issuing a prospectus. In
response to that, potential investors apply to
purchase shares. Company collects applications
and classifies them. It also decides the allotment
policy in consultation with representatives of the
share market. After the completion of share
allotment, allotted shareholders name is registered
in Register of Members. Thus, they are considered
member of the Company. Membership can be
obtained in other ways also. Being a member of
company certain rights are acquired in the same
ways certain responsibility is also to be carried out.
4.1 Meaning and Definition of Membership

Meaning : A person is considered to be
a member when his name is registered by written
consent or through share application.

In short, to be a member a written consent
and his name should be in Register of Members
are required.

Definition : According to the The
Companies Act “Member is a person who has
subscribed to the Memorandum of Association of
a Company and every other person who has
agreed in writing to become a Member.”

According to the Companies Act 2013
“Share holder may keep their share with
Depository Participant. These share holders are
registered as beneficiary owner in the register of
Depository Participant, considered as Member of
Company, though they are not registered in
Company’s Members’ Register”.

4.2 Member and Share holder

In common practice the terms ‘Share
holder’ and ‘Members’ are used as substitutes
of each other. However, from the legal point of
view there is a difference between member and
share holder.
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4.2.1 Person may be a Member but not a Share Holder :

(1) A person who has signed in Memorandum of Association becomes a member immediately

even though he has not purchased shares.

(2) In a company Limited by guarantee, member who has given guarantee for a certain amount, is
considered as a member even if he has no shares.

(3) The person who has transferred his shares to others name, is no longer a share holder. However
he remains as member untill his name is deleted from Register of Members.

(4) A Company without Share Capital has no shareholder, but still there are members.
4.2.2 Person may be a Shareholder but not a Member :
(1) Person who has purchased shares is a sharcholder. But if he has not entered his name in
register of members, he is not considered a member.
(2) In case of death of a share holder, his legal representative becomes share holder, but is are
not member till he is not registered in register of members.
4.3 Difference between Member and Share Holder

No. Points Member Share Holder

(1) | Meaning | The person is a member by | The person who hold share is
written consent or his name is | known share holder.

registered by share application
in Members’ Register.

(2) | Signature | The person who has signed in | Shareholder’s Signature is not
Memorandum of Association is | necessary in the Memorandum

considering a Member. of Association.

(3) Trans- Legal representative becomes | Legal representative became
mission | member after transfer of share | share holder after transmission of

of Shares | and entry of his name Register | shares.
of Members.

4.4 Who can Acquire a Membership ?

A Company that comes into existence by Law is an artificial person. It can exercise rights as a
living person. According to law, any independent existence and personality unit can be member of the
Company. For this, provisions of Articles of Association should be observed. The following persons or
institutions can be made members.

4.4.1 A Living Person : Membership of a company is availed by a contract between person and
company. According to the Indian Contract Act, any live individual person capable to do agreement can
be a member of company. The person who is not capable to do agreement cannot be a member i.c.

minor, insolvent, person of unsound mind.
Under certain circumstances the Indian Act has accepted minors also may be member.
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4.4.2 Partners of the Firm : According to legal term, Partnership firm is not a person so it
cannot be a member. But partners of a firm, individually or jointly, may became member of company.

4.4.3 Hindu Undivided Family : A Hindu Undivided Family cannot become a member in a
Company but only the ‘Karta’ can purchase shares a individually or jointly.

4.4.4 Trust : According to the new Companies Act a trust can purchase shares and became
member.

4.4.5 Foreigners : Any foreigner can become member by holding shares of Indian company.
However in the event of war or emergency with his native country a company may suspend the membership
and rights of the particular person.

4.4.6 Joint Holder of Shares : When two or more persons hold shares in their joint names, then
their names are jointly recorded in the Register of Members of the company. They are individually and
jointly liable for the shares. For administrative simplicity the company corresponds with the shareholder,
whose name appears first. Company sends notices, share certificates, dividend warrants, circulars,
documents etc. in his name.

4.4.7 Company : As a company is a legal person having a artificial personality it can become a
member in any other company. Company can be a member according to the Articles of Association. The
following provisions shall have to be complied with :

(1) Company may take membership of an other company according to its own Articles of Association.

(2) A Subsidiary company can not obtain membership of its holding company. However, in following

circumstances, subsidiary company can become a member of the holding company.

(a) Representative of holding company passes away and subsidiary company holds shares as
representative;,

(b) Subsidiary company is a trustee of any member but has no personal interest in the trust;

(c) If the subsidiary company was already member before the execution of this law.

4.4.8 Other Institutions : Co-operative societies registered under the ‘Co-operative Societies
Act’ can become member of a company by purchasing its shares, subject to the provisions of their
constitutions and bye-laws.

4.5 Methods of becoming a Member

When a person holds shares of the company and when his name is entered in the Register of
Members of the company, he becomes member of the company.
One can become a Member through the following ways :

4.5.1 Subscribing to the Memorandum of Association : A person who signs the subscription
clause of the Memorandum Of Association of a company automatically becomes a member of the
company after getting Certificate of Incorporation. Generally, a written consent of the member
is a precondition to become a member. However this condition does a not apply to the signatories
of the Memorandum of Association.

4.5.2 By Allotment of Shares : Company gives invitation to public to subscribe to its share by
issuing prospectus. In response to such invitation, people apply to purchase shares. When the share
applications are approved the name of the applicant to whom the shares are allotted is entered into
Register of Members. As a result he becomes member of the company and acquires its membership.
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4.5.3 By Transfer of Shares : When a shareholder sells his shares or transfer to some other
person (transferee), then the transferee gets membership of the company. Such a transfer can be done
be according to The Companies Act and Articles of Association.

4.5.4 By Transmission of Shares : When a shareholder dies or is declared insolvent or
lunatic, transmission of share becomes inevitable through a legal procedure. Under such circumstances
his successor or legal representative becomes the shareholder. As a result, his name is entered in
Register of Members and he acquires membership. For the transmission of share he has to produce
an authority letter to the company.

4.5.5 By Shares Aquired for Consideration other than Cash : Services of many persons
are required until the company comes into existence and commence it’s business. A Company gives
fully paid up shares to the persons providing such services, as remuneration in consideration for
their services. As a result, the names of such persons are entered in the Register of Members and
they become member.

4.5.6 By Estoppel or Holding out : When a person sells his shares to others he loses his
membership. In spite of not having membership : (1) he continues to be a member (2) holds out himself
to be a member (3) utilizes his rights as member by fictitious behavior and as a result of which (4) any
liability arises as a member, then he may deny that he is a member. Such behaviour is not acceptable as
per law, he cannot enjoy any rights but he is a responsible as a member.

4.5.7 By Execution of Form of Renunciation : When the existing shareholder renounces
his right of purchasing right shares, fully or partially in favour of some other person/persons, he
executes the letter of renunciation. By virtue of the letter of renunciation, the other person becomes
a shareholder, when shares are allotted to him, he requests for his name to be entered in the
Register of Members. On the company’s approval, his name is entered into the Register of Members
and he acquires membership.

4.5.8 By Convertible Debenture Holder : If a debenture holder has convertible debentures,
after a specific time period convertible debenture convert into Equity shares. Such a debenture
holder becomes an equity shareholder and by virtue of that he becomes a member and his name is
entered into the Register of Members.

4.5.9 By Acquiring Sweat Equity Share : A Company offers share on discount or without
cash consideration to it’s Directors, Employees having expertise. These shares are known as sweat
equity shares. When such type of shareholders name is entered in the Register of Member becomes
a member.

4.6 Termination of Membership

When a member’s name is deleted from the Register of Members, membership comes to an
end. Membership stands to be terminated under the following circumstances :

4.6.1 By Transfer of Shares : When an existing member sells all the shares held by him to
another person/persons, then by share transfer process, membership is deleted from the Register of
Members.

4.6.2 By Transmission of Shares : When a members passes away, or becomes insolvent or
is declared of unsound mind then shares are transferred under the operation of law to the legal
representatives. In this situation, the name of the original member is deleted.

4.6.3 By Forfeiture of Shares : When shareholder defaults in paying the amount of calls on
his shares, his shares are forfeited after following legal procedure. On forfeiture of shares, his name
is removed from the Register of Members and his membership comes to an end. There should be
a provision in the Articles of Association for the procedure of forfeiture of share.

4.6.4 By Exercise of Lien on Shares : If there is a provision of lien on share in the Articles
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of Association of the company and company exercise this to recover it’s dues from a member by
selling his shares; his membership comes to an end when his shares are sold.

4.6.5 By Redemption of Redeemable Preference Shares : When a company has issued
Preference share then it returns the amount of preference share on completion of redemption period. As
a result the membership of preference shareholders came to an end.

4.6.6 By Making Share Allotment Void : When there is breach of provisions of the Companies
Act for regular allotment of shares, then affected shareholder applies to make the irregular share allotment
void. As a result his membership comes an end.

4.6.7 By Liquidation/Winding up of Company : When Company winds up its business or goes
into liquidation, then its business comes to an end, and memberships automatically come to an end.

4.6.8 By Amalgamation/Merger of Companies : When a Company is merged into some other
company, or a new company is established to amalgamate two or more companies, then the members of
the company lose their existence and their membership in such a company. Of course, they acquire
membership to the new company, according to specified conditions.

{ What you have learnt in this chapter }

The mvestor applies to mvest in securities of a company on the basis of prospectus.
The Company collects applications and allots shares to investors. Once share applications
are approved the names of the applicants who have been alloted shares are entered into
Register of the Members. Thus a person acquires membership.

Definition and Meaning of Membership :

Meaning : A person whose name is registered by a written consent or by share
application is considered to be a member of Company.

Definition : According to The Companies Act “Member is a person who has sub-
scribed to the Memorandum of Association of a Company and every other person who has
agreed in writing, to become a Member.”

In short, to be a member a written consent and his name should be in Register of
Members. Shareholders who are registered as beneficiary owner in the Register of Depository
Participant, are considered Member of Company.

Member and Shareholder : There is difference between member and shareholder.
Person may be a member but not a shareholder : (1) A person subscribing to the
Memorandum of Association (2) In a company, limited by guarantee, a person who has
given guarantee for certain amount (3) One continues to be a member, until his name is
removed from the Register of Members, as a result of transfer of shares. (4) the company
does not have share capital.

Difference between Member and Shareholder : (1) Meaning (2) signature
(3) transmission of share

Who can Acquire a Membership ? Companies come into existence by Law and
are artificial persons. They can exercise rights as a living person. According to law any
independent existence and personality unit can be member of Company as per the provisions
of Articles of Association. (1) An Individual (2) Partners of the firm (3) ‘Karta’ of Hindu
Undivided family (5) Trustee (6 ) Joint holder of shares (7) Foreigners (8) other institutions.

Methods of becoming a Member : (1) Subscribing to the Memorandum of
Association (2) By allotment of shares (3) By transfer of shares (4) By transmission of
shares (5) By shares acquired in consideration other than cash (6) By estoppell or holding
out (7) By execution of letter of Renunciation (8) By partly convertible debentures (9) By
sweat equity shares

Termination of Membership : (1) By transfer of shares (2 ) By transmission of
shares (3) By forfeitures of shares (4) Exercise of Lien on shares (5) On redemption of
preference share (6) By making share allotment void (7) By liquidation of company (8) By
amalgamation / merger of companies
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Exercise
Select the suitable options from the options given :
(1) Which clause of Memorandum of Association is to be signed to be considered as member ?
(A) Capital clause (B) Objective clause (C) Subscription clause (D) Liability clause
(2) Members of a partnership firm may acquire membership of company...

(A) can be member (B) firm and partners can be member jointly
(C) cannot be member (D) only firm can acquire
(3) Sweat equity shareholders...
(A) do not get membership. (B) get membership
(C) get partial membership (D) membership is suspended
(4) With whom will the company communicate in case of joint share holding ?
(A) with the first shareholder (B) with all the shareholders
(C) with the second holders (D) with the last holders
(5) Which document is issued by the company to collect capital ?
(A) Memorandum of Association (B) Articles of Association
(C) Prospectus (D) Share certificate
(6) Shares the are given as consideration to the service provider to the company...
(A) do not acquiring membership (B) are offered post of the manager
(C) acquire membership (D) acquire partial membership

Answer the following questions in one sentence :

(1) Who decides the allotment policy for share ?

(2) Which element is essential to be a member ?

(3) What is to be presented to a company in transmission of share ?

(4) Where are the names of approved shares entered ?

(5) Whose agreement creates Membership of company ?

(6) Who can acquire membership in a Hindu Undivided Family by purchasing share ?

(7) Whose membership is suspended in case of war ?

(8) Which letter of a shareholder is authorizes to an other person to became a member ?
(9) Who can be alloted sweat share ?
(10) Which type of share is redeemable ?

Answer the following questions in short :

(1) Define membership and give its the meaning.

(2) “A person may be member but may not be a shareholder” - Explain.

(3) “A person may be shareholder but may not a member”.- Explain.

(4) Under what circumstances can a subsidiary company acquire membership of holding company ?
(5) How can a convertible debenture holder becomes a member ?

Answer the following question point wise :

(1) Differentiate between member and shareholders.

(2) Give the information regarding joint shareholding.

(3) Explain the methods to became member through share transfer and share transmission.
(4) “AMember holds out himself to be a member is responsible as member.” Explain this statement.
Answer the following question in details :

(1) Who can acquire membership ?

(2) Explain methods to obtain membership.

(3) Explain circumstances for termination of membership.
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5 DIRECTORS OF A COMPANY

What will you learn in this Chapter ?

5.1 Director and Board of Directors 5.6 Vacation of Office of Director
5.2 Number of Directors and their Identification 5.7 Authority, Duties and Responsiblities of a
Number Director

5.2.1 Number of Directors
5.2.2 Identification Number of Directors
5.3 Appointment of Directors and Types of

5.7.1 Authorities of a Director

5.7.1.1 Authority Assigned by the
Companies Act

Directors : _

5.3.1 Appointment of Director 5.7.1.2 Authority Acquired by

5.3.2 Types of Directors Memorandum of Association
5.3.2.1 Independent Director 5.7.1.3 Authority Acquired by Articles
5.3.2.2 Managing Director/Whole of Association

Time Director 5.7.2 Duties of a Director

gggi igdlrl?:;pee lD ]:1)rect ct)r 5.7.3 Liabilities of a Director
oL fonat Lrector 5.7.3.1 Civil Liability

5.3.2.5 Alternative Director

5.3.2.6 Director Appointed before 5.7.3.2 Criminal Liability
Completion of Term on 5.8 Provisions the Companies Act for the
Director’s Vacant Position Managing Director

5.3.2.7 Director Elected by Small 5.8.1 Appointment of Managing Director
Shareholders 5.8.2 Qualification and Disqualifications of

5.3.2.8 Female Director
5.4 Qualifications and Disqualifications of Directors
5.5 Retirement of Director, Resignation of
Director and Removal of Director

Managing Director
5.8.3 Remuneration of Managing Director
5.8.4 Authorities and Responsibilities of

5.5.1 Retirement of Directors Managing Director
5.5.2 Resignation of Director 5.9 Difference between Managing Director and
5.5.3 Removal of Director Director

Introduction

A Company is a large business formation. It is formed in compliance with the provisions of the
Companies Act. The personality of a company is artificial. It cannot work by itself. In Company formation
the number of shareholders / owners is huge. They are spread over the whole country. More over, there is
no restriction on share transfer. There is always change in it’s ownership. A company is a large entity. Now-
a-days special managerial skills are required due to compulsion of maintenance of international standard,
production of quality product and increase in competition. In a company direct management by owners /
share holders is not possible. So, Shareholders appoint their representatives. The functions of the company
are carried out by a group of these representatives known as their Board of Directors. According to
provisions made, the Board is required to meet within 30 days of the formation of the company and
thereafter atleast four times in a year. Every Director should participate in meetings. If, for anyreason he is
not able to attend the meeting he can participate through video conference, according to the new Companies
Law. According to the Companies Act 2013 minimum of % or at least 2 Directors (whichever is more)
should be present in a meeting. Every company shall have, at least, one director who has stayed in India for
a total period of not less than 180 days in the previous calendar year.
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Two elements are very important for the existence of the company : (1) Ownership and
(2) Management. In a Company formation owners are the shareholders who have invested in the form
of Equity shares. They take the risk of investment in shares. They have to bear whatever the result of the
company is profit or loss. Good management leads to Name, Fame and Profit, while inefficient
management invites losses. So now, in many companies Directors are owners of the company by holding
shares and by their proper management policy, efficient administrative skill they lead the Company to
success.

In India, the dynamics of managing a company change from time to time. At present, the management
of a Company is conducted only by a Board of Directors. A Managing Director is appointed to assist
the Board.

5.1 Directors and Board of Directors

(1) Meaning : According to The Companies Act 2013 “Director means a director appointed to
the Board of a Company”. A director has been defined by many authors.

(i) “A Director is that person who formulates general policies for overall management, direction
and control of the company”.

(ii) “A Director is that person who manages the company entirely, by formulating policies and
strategies within the parameters of ‘Memorandum of Association’ and ‘Articles of Association’.

Here, we have to note that the company is managed collectively by a group of directors. This
group is called the Board of Directors. The Board of Directors is the highest managing authority of a
company. Board of Directors is the brain in the body of a company.

(2) Legal Position of Directors : According to various judgements passed by various courts in
context of the role of Directors, the relationship between a director and the company can be understood
as under :

(i) Director as a Representative : Directors are representatives of shareholders. They are
elected by shareholders. They are given a remuneration for their services. However they are not paid
employees of the company, as the specified company is managed by elected representative of shareholders.
They act in accordance with the authority specified in the Memorandum of Association. They act within
the limits of the authority granted to them. The directors are personally responsible for acts beyond their
authority.

(ii) Director as an Administrative Partner : Sharcholders are the owners of the company.
They elect representatives from amongst themeselves. These representatives manage the company. Thus,
the status of a Director is that of an administrative partner. As administrative partners they, in capacity of
owners, can collectively decide about allotment of shares and making calls on shares. They are not
partners, because like a partner in the firm, a Director cannot make other Directors responsible for work
done by him. Secondly relation among partners is of permanent nature while Directors have to retire by
rotation.

(iii) Director as a Trustee : When Directors are elected by shareholders then they are
automatically entrusted with the property and funds of the company. The Board of Directors manages
these as trustee. It means that the Board of Directors has to manage such funds and property in the
interest of company. They cannot derive any personal benefits or profit from the management of the

company property. Thus directors are just managing trustees not real trustees. The property of the company
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is not in the name of its Directors, but it is in the name of the company, whereas a trustee holds the
property of a trust in his own name. Moreover, a trustee can file a suit in court in his own name, while
in case of company legal proceedings are done in the name of the company and not in the name of its
Directors.

(iv) Director as Employee : Directors of a company are not employee of the company. They
are considered officers of the company in certain matters.

Therefore, it is evident that it is very difficult to decide legal status of Directors. In certain matters
they are officers of company but they are not employee of the company. To certain extent, they are
representative / agents of the company. To some extent, they also have characteristics of trustees. Thus,
they possess the peculiarities of all these four fiduciary positions.

5.2 Number of Directors and their Identification Number

5.2.1 (i) Number of Directors :

For a Public Company : In a Public Limited Company there must be a minimum of three Directors.

For a Private Limited Company : In a Private Limited Company a Minimum of two Directors
are required.

For a Single Person Company : In a single person company minimum one director is essential.

The maximum number of Directors in a company can be 15. However the number of directors
can be increased to more than 15 by passing a resolution.

(ii) Number of Directorship : A person can hold the office of a Director for maximum 20
companies including Public Company and Private Company. A person can be appointed Director at not
more than 10 public companies. A provision in the Companies Act specifies that this number can be
reduced by the shareholders through a special resolution. Any one found accepting an appointment in
violation of this rule, is liable to be punished.

5.2.2 Indentification Number of Directors : A person who wants to be a Director has to
apply through a specific application form for an identification number to the Central Government. The
Central Government issues a Director’s Identification Number within one month of receiving such an
application. Nobody can apply for a second identification number. After receiving the identification number,
a person has to inform the company where he is director.

The company has to inform this identification number of all Directors of the company to the Registrar
of Companies within a specific time. If this is not informed within specific time period, officers responsible
are liable to be punished.

5.3 Appointment of Directors and Types of Directors

5.3.1 Appointment of Directors : As per The Companies Act, management of a company is
conducted by a Board of Directors, jointly. Each and every company has to appoint Directors mandatorily.
Partnership firm, trusts, other companies or Associations can’t be appointed as directors. Only a living
individual can be appointed as a director in a company. As per the Companies Act, following provisions
are specified for appointment of Directors.

(1) Appointment of First Directors : Where no provision has been made in the Articles of
Association of a company for the appointment of the first Director, the subscriber to the Memorandum
of Association shall be deemed to be the first director of the company. In case of a Single Person
Company, an individual member, shall be deemed to be its first director until the director or directors are
duly appointed by the member in accordance with the provision of the Companies Act.

As soon as Directors are duly appointed by the company, in a general meeting, the first director’s
post automatically falls vacant.
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(2) Appointment of Directors after First Directors : The term of the first Director expires on
the very day of the first general meeting. Directors are appointed by the shareholders in the first general
meeting and then, in every subsequent Annual General Meeting to be held every year. The directors due
for retirement can be reappointed by the company in the general meeting. Every person proposed
to be appointed by the company in general meeting or otherwise, shall furnish his Director Identification
Number and a declaration that he is not disqualified to became a director under this Act. A person
proposed to be appointed as director by the company in general meeting or otherwise has to submit a
consent within 30 days of his appointment which is to be further presented to the Company Registrar in
a prescribed manner. Provisions regarding appointment of directors are prescribed in the Articles of
Association. If the Articles of Association provides for retirement of all directors in every general meeting,
then all directors will be retired in the meeting. However usually no such provision is made in the Article
of Association. In that case 2/3 directors of the total directors are liable to retire by rotation. From 2/3
number of directors 1/3 directors will be retired as per their seniority. So, within the span of three years
all 2/3 directors will be changed. The vacant post of Director can be filled by the reappointment of
retired Director.

5.3.2. Types of Directors : A company is a large entity and appointment of Directors is mandatory.
There are following types of directors in a company :

(1) Independent Director (2) Managing Director (3) Nominee Director (4) Additional Director
(5) Alternative Director (6) Director’s appointment before completion of term on Director’s vacant position
(7) Appointment of directors elected by small shareholders.

5.3.2.1 Independent Directors : This is a new provision of The Companies Act 2013. According
to this provision at least 1/3 directors of the company will be independent directors. Central Govemment
may decide a minimum number of independent directors for a specified public company. The Independent
Director means, a person who is not a Managing Director or full time director or a nominee director.
Independent director is appointed from a data bank. Such type of data bank containing names, addresses,
and qualification of persons who are eligible and willing to act as independent director can be maintained
by anybody, Institute or Association, as may be notified by The Central Government. A company has to
select from this data bank. The Company should take proper care at the time of selection from such
data bank and his appointment should be approved in the general meeting.

The term of an Independent director is for five years. The Independent director can be reappointed.
For that, a special resolution should be passed in the company. It should be specified in a report of the
Board of Directors. Proper reason should be given, as to why, the reappointment is essential. Any
independent director would not be appointed for more than two terms (ten years). Independent director
can be reappointed after the gap of three years. During these three years he should not be connected or
appointed in any manner directly or indirectly to the company.

(1) A person appointed as an Independent Director by a Board, should be experienced, skillful

and an expert in his field.

(2) Such person should not be a promoter of the company or its subsidiary companies.

(3) The person should not be relative of any promoters or directors.

(4) He should not have any economical or financial relations with company or subsidiary company

or with its director or promoters in the last two financial years.

(5) Independent director should not have any relation in with the Key Managerial Personnel (KMP)

for 3 years before his appointment as an independent director.

5.3.2.2 Managing Director/Full time Director : A Managing director is also known as Executive Director.
In the modern times a company is the best example of commercial organization. Management of a company
requires business tactfulness, Ethics and Business strategy. It is managed by Board of Directors. Members
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of the Board of Directors spread over i different cities of the country. So they are not able to do, day
to day, management. To manage daily routine work of the company a Managing Director / fulltime
director or Manager is appointed. Managing Director has to carry out the day to day functions of the
company. Not only that, he has to carry out and execute policy decisions taken by the Board of Director.
The Managing Director is appointed by Board of Directors.
5.3.2.3 Nominee Director : Board of Directors can appoint Nominee Director as per directives
of Articles of Association under the following conditions :
(1) The board may appoint any person as a director nominated by any institution, in pursuance of
any agreement.
(2) The board may appoint any person as nominee director nominated by an institution in pursuance
of provision of any law.
(3) The board of director appoints any person as director nominated by Central Government or
State Government by virtue of his shareholding in a Government Company.
5.3.2.4 Additional Director : Sometimes experts or technocrats are essential for company but
they are not included in the Board of Directors. At that time, according to the provisions of Articles of
Association, such persons can be appointed as director at any time. But the person who fails to get
appointment as a director in a general meeting would not be appointed. As an additional director, he/she
shall hold office up to the date of the next Annual General Meeting.
5.3.2.5 Alternative Director : Directors are important for the management of a company. But
due to some reason if a director goes out of the country for more than three months a person is
appointed to act as director and is known as alternative director. An alternative can be appointed as per
the provision of Articles of Association or by passing a resolution in the general meeting. The person
shall be appointed as an alternative for an independent director unless he is qualified to be appointed
as an independent director as per the provision of the Companies Act. A person holding an alternative
directorship for any other director can not be appointed.
5.3.2.6 Director appointed before Completion of Term on Director’s Vacant Position : As
per the provision of the Companies Act, if a Director is removed from his post, before completion his
term or is unable to complete term, Board or Central Government may appoint a director. Any person
so appointed shall hold office only to the date up to which the director in whose place he is appointed,

would have held office, if it had not been vacated. Director’s post falls vacant under the following
circumstances :

(1) Director removed in general meeting or in the meeting of Board of Directors.

(2) Director remain absent in the Board meeting for last 12 months without permission.

(3) Director becomes insolvent, he expires or he is of unstable mind.

(4) When he has been disqualified by court.

(5) When he has been convicted by a court for an offence involving moral turpitude or any other
offence.

(6) When he has a direct or indirect financial interest or agreement in the company and he fails to
disclose it.

(7) Private company may include other restrictions in Articles of Association.
Directors are appointed on posts that fall vacant under these circumstances.

5.3.2.7 Appointment of Directors Elected by Small Shareholders : As per the Companies
Act, 2013 a listed company may have one director elected by small shareholders. Small shareholder
means a shareholder holding shares of nominal value of not more than ¥ 20000/- or such other sum as
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may be prescribed. More over, as per the provisions of the Companies Act a minimum of 1000
shareholders should be there for appointment of the director.

5.3.2.8 Female Director : As per the Companies Act 2013, every listed company having a paid

up share capital of ¥ 100 Crores or more such class or classes of companies as may be prescribed,
shall have at least one female director.
5.4 Qualification and Disqualifications of Directors

(A) Qualifications : The Companies Act 2013 prescribes the following qualifications for independent

directors.

(1) Appropriate skill, experience and imagination,

(2) Knowledge in Law, Management and field of Finance.

(3) Knowledge of Administration and Research Aptitudes

(4) Skill of corporate governance

(5) Knowledge of technical operations related to company’s business

(B) Disqualifications : The Companies Act prescribes the following provisions as disqualification

for appointment of a director :

(1) Person is of unsound mind.

(2) Person is insolvent.

(3) Person has been convicted by a court of law and sentenced for at least 6 months.

(4) A Person who has been convicted for above offence and has been sentenced for more than
seven years is disquilified for life.

(5) An order, disqualifying him for appointment as a director, has been passed by a court and the
order is in force.

(6) Person has failed to pay calls on shares of the company on his name or held jointly and

evenafter six months have elapsed after the due date.

(7) Person convicted for fradulent activities with relative parties in the last 5 years.

(8) Appointed director does not present annual accounts for three continuous financial years.

(9) A director who fails to pay interest, dividend declared and interest on debenture, for more
than one year can’t be appointed as director for five years from the date of the failure.

A Private company may amend these conditions in Articles of Association by changing the terms

from 6 month to 30 days.
5.5 Retirement of Directors, Resignation of Directors and Removal of Director

5.5.1 Retirement of Director

(1) The first directors of the company retire on the day of the first general meeting, as their term
expires on that day.

(2) An Independent director retires after completion of a term of five years. In case of reappointment,
the independent director can be appointed for two terms i.e. maximum of ten years. He has to
retire after that period.

(3) At least 2/3rd of the directors of a public company retire by rotation, 1/3 of these are the
senior most.

(4) Person not qualified for appointment, is disqualified and retires.
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(5) Ifretiring director informs the Board of Director, through written notice, his unwillingness for

reappointment, he retires.

(6) Retiring director’s reappointment resolution is not passed in general meeting, the director retires.

5.5.2 Resignation of Director : Any director who wants to vacate his office can give a notice of
resignation in writing specifying reasons to the Board of Directors at any time.. He has to inform to
Registrar of Company with a copy of resignation within 30 days of the resignation. Company also
informs to Registrar of Company within the specified time. The Board of Directors also provides their
information in their report at the Annual General Meeting. Such a resignation comes into force from the
date of resignation or date specified in the notice. One thing should be noted here that director is
responsible for his act during his tenure of his directorship.

5.5.3 Removal of Director : According to provision of the Companies Act, a director can be
removed from his office before the expiry of his term by the following :

(1) By Shareholders : A company can remove any director before expiry of his term by general
resolution. (Director appointed by Government or tribunal cannot removed by shareholder). When special
notice is given, it is the duty of a company to give a copy of that special notice to the concerned
director. Before removal, such a director should be given reasonable opportunity, to be heared and to
be represented.

(2) By Board of Directors : Board of Directors can also remove a director. The procedure is
to be followed is as above.

The person is removed in the above manner can not be reappointed.

5.6. Vacation of Office of Director

According to the provisions of Company Act director has to vacate his office in following
circumstances :

(1) Director incurs disqualifications as specified in the Companies Act;

(i) Court declares director unsound of mind;

(ii) Court declares director insolvent;

(iii) He has applied to be adjudicated as insolvent and his application is pending;

(iv) He has not paid any calls in respect of any shares of the company and six months have
elapsed from the last day for the payment of call,

(v) Director has conducted misappropriation or fraudulent activities in the promotion or
management of the company;

(2) When a director remains absent for the last 12 month from a meeting of the board,;

(3) Director makes such a contract with the company in which his interests are manifested directly

or indirectly;

(4) When he fails to make a disclosure to the Board of Directors with regards to any contract

with the company in which he is interested;

(5) When he has been disqualified by a court of law;

(6) Director has been convicted by court and sentenced for more than 6 months imprisonment

for an offence involving moral turpitude;

If a person continues to act as a director even after being aware of his disqualification, he is liable
to imprisonment and penalty.
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5.7 Authorities, Duties and Responsibilities of Directors

5.7.1 Authorities of Directors : Shareholders elect representatives amongst themselves to manage

the company. Directors enjoy special status in the management of company. As they are representative

of shareholders, so a relationship of agent - principal is created. As per the provisions of the Companies

Act it is essential for a Board of Directors to take consent for certain actions from the shareholders.

Thus, shareholders are considered supreme authority. The Board of Directors takes of decision in form

of a resolution through majority. As the directors are fewer in number generally dispute do not arise

among them. For fundamental decisions unanimity is necessary. Company is an artificial person and it

possesses all authority by the Companies Act. The Board of Directors acquire powers through three

ways : (1) In accordance with the Companies Act (2) In accordance with Memorandum of Association

of the Company (3) In accordance with the Articles of Association.

5.7.1.1 Power Assigned by the Companies Act to Directors

(1) The Board of directors passes a resolution in the meeting and acquires the following powers :

(1)

(i)
(i)
(iv)
(v)
(vi)

(vii)

To issue and allot shares of the company;

To make calls on shareholders in respect to unpaid money

To authorize buy back of securities;

To issue debentures and other securities whether in India or outside India;
To borrow money on behalf of the company;

To invest funds of the company;

To declare interim dividend;

(viii) To determine proportion of dividend on the basis of profit earned by company;

(ix)
(x)
(xi)

(xii)

To appoint alternate directors and additional directors on temporary basis;
To Grant loans, to give the guarantee for loan or to provide security for loan;
To approve financial statement and report of the board;

To expand business of the company;

(xiii) To approve amalgamation, reconstruction or merger;

(xiv) To take over a company or acquire a control on an other company;

(xv) Any other matter which may be prescribed.
(2) For the following functions Board of Director has to take consent in general meeting by

special resolutions :

(i) To sell or dispose off the whole company or to dispose off extra units of the company;

(i) To lease the company;

(i) To invest in trust securities, the amount of compensation received, by it as a result of
any merger or amalgamation;

(iv) To borrow money from the bank in excess of the aggregate of its paid up share capital
and free reserve;

(v) To give time for payment of any debt or write off debts of a director;
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5.7.1.2 Authority Acquired by Memorandum of Association : Directors acquire some of
their authority through the Memorandum of Association. They cannot function beyond this power. IF the
directors act beyond these powers, such acts are considered to be ultra-vires. Such acts cannot be
subsequently rectified even by passing the resolution by all the shareholders unanimously. For such
acts directors are held personally liable.

5.7.1.3 Authority Acquired by Articles of Association : There is a provision in the Companies

Act, Articles of Association to manage a company. Most of the administrative powers of the directors is
acquired through the Articles of Association. It is the responsibility of a director to function according to
that. But if directors act beyond the limits of their powers such acts are considered to be ultra-vires. The
shareholders can free the directors from such liability by rectifying such acts subsequently by passing
resolution.

5.7.2 Duties of Directors : In a managerial hierarchy status of the Board of Director is most

important. They have to observe their duties as below :

(1) Director will act as per the provisions of Articles of Association.

(2) A director of a company shall act in good faith in order to promote the objectives of the
company for the benefits of shareholder.

(3) A director of a company shall act in the interest of shareholders, employees and society and
for the protection of environment.

(4) A director of a company shall exercise his duties with due and reasonable care, skill
and diligence and shall exercise independent judgment.

(5) A director of a company shall not be in a conflict of interest with the company directly
or indirectly.

(6) Directors must attend every meeting of the Board of Directors. If, he can’t, he must
inform in advance.

(7) He must not make any secret profit.

(8) They must take due care of the financial as well as the immovable and movable assets of the
company. They should not make any use of them for any personal benefits.

(9) They must invest company’s funds properly.

(10) They must call a meeting of the Board of Director at least once in every quarter.

(11) A director of a company shall not achieve or attempt to achieve any undue advantage for
himself or for his relatives, partners or associates. If a director found guilty of making any
undue gain, he shall be liable to pay an amount double to that gain to the company.

(12) A director of a company shall not assign his office to another. Such assignment shall be void.

(13) If a director of the company contravenes the provision, he shall be punishable with
minimum ¥ One lakh, extendable to Five lakhs.

(14) 1t is duty of every Board of Director to constitute an Audit committee.

(15) The Board of Director has to constitute a Stakeholders Relationship Committee.

(16) A director of a company cannot acquire assets for consideration. He can accept only cash.

(17) Any director of a company cannot enter into insider trading.

5.7.3 Responsibilities of Directors : The directors acquire powers in accordance with Companies

Act, Memorandum of Association and Articles of Association. When directors misuse their power or act
beyond their authority or do not implement their duties properly, they are held personally liable towards
the third parties or towards the company. Responsibilities of the directors are two types : (1) civil liability
(2) criminal liability.

5.7.3.1 Civil Liability : Civil liability is that type of liability in which the loss suffered by the aggrieved

party is required to be compensated. If the directors act within the limit oflaw in good faith, bonafide and take
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reasonable care in discharge of their duties, they cannot be held liable for any damage caused. Civil liability arises
towards two parties. (1) Liability towards company (2) Liability towards third parties.
(1) Liabilities towards Company : When directors perform their duty beyond the powers (ultra
-vires) of Memorandum of Association they are responsible to the company.
(i) When they willfully misappropriates the accounts of the company.
(i) When they declare dividend even when company has not earned enough profit.
(iii) When they use company’s funds or properties for their personal use and thus commit
breach of trust.
(iv) Directors behave dishonestly or carry out fraudulent transactions, purchasing property in
their own name first and then selling it to the company at a profit.
(v) When a director becomes habitually irregular and absents himself from meetings causing
losses to the company.
(2) Liability towards third party
(i) When directors give misleading information or false information in the prospectus or
conceal some important information, as a result of which some share applicant has to
suffer financial loss.
(i) When directors enter into any transaction in their own name without mentioning the name
of the company.
(i) When they enter into fraudulent transactions with third parties.
(iv) When directors liability is unlimited as per Memorandum of Association (Table D & E).
(v) When director borrows money in excess of permitted limits.
(vi) When the court holds directors liable to a third party, at the time of winding up of the company.
5.7.3.2 Criminal Liability : According to the provisions or the Companies Act, directors are
held criminally liable in the following circumstances for which they are punishable with the fine or
imprisonments or both.
(1) When they commit cheating, fraud or breach of trust with the company.
(2) When directors disobey various provisions of the Company Act.
(3) When directors give misleading or false information in the prospectus or hide some important
information.
(4) When directors commit a criminal offence at the time of incorporation, management or
winding up of the company.
5.8 Provisions of the Companies Act for the Managing Director
According to the Companies Act all the management power is empowered with the Board of
Directors. However, Board of Directors may not be able to come to the company every day. Not
only that, they may be staying in different cities so they may not able to look after day to day problems.
To resolve the problems and for management, a Managing Director or Manager is appointed. Thus
the Managing Director manages day to day management of a company. He has to execute the policies
decided by the Board of Directors. According to the Companies Act Managing Director is considered
the Key Managerial Personnel (KMP) and a full time employee of the company. Following are the
provisions of The Companies Act for a Managing Director :
5.8.1 Appointment :
(1) Appointment of Managing Director can be done by :
(i) Articles of Association (ii) Agreement with the company
(i) Resolution passed in general meeting (iv) In the meeting of Board of Directors
(2) Only a living person can be appointed as Managing Director. A firm or institution cannot be
appointed as Managing Director in a company.
(3) According to the Companies Act, Managing Director and manager can’t be appointed
simultaneously.
134
COMMERCIAL CORRESPONDENCE AND SECRETARIAL PRACTICE, STD. 12




4) The Managing director can be appointed for five years at a time.
5) Terms and condition are to be decided a in the meeting of Board of Directors.
6) Appointment should be approved in the general meeting.
7) Reappointment of Managing Director can’t be done before the expiry of term of the Managing
Director.
(8) If Managing Director is appointed other than original terms then the approval of Central
Government is necessary.
(9) Company Registrar should be informed about the appointment of the Managing Director
(Form MR 1), within 50 days of appointment.

(10) Managing Director can work in maximum in two companies. (Resolution is essential to work

in two companies).

5.8.2 Qualifications and Disqualifications of Managing Director : In the Companies Act
there is no specification for the qualifications of Managing Director. The appointee should be experienced,
creative, technocrat, subject expert and capable of takeing proper decision in critical times. However the
Companies Act has mentioned disqualification of Managing Director as below :

(1) Age of the appointee Managing Director should not be less than 21 years and more than 70

years.

(2) He should not have been declared to be insolvent at any time.

(3) He should not have suspended payment to his creditors.

(4) If he has been convicted by a court of an offence for more than six months for breach of any

law prevailing in India he is not qualified for appointment.

5.8.3 Remmuneration of Managing Director :

(1) The remuneration payable to a Managing Director is up to 5 % of the net profit without

consent of general meeting.

(2) One percent of the net profits of the company is payable to part time Managing Director

without consent of general meeting.

(3) The remuneration payable to the Managing Director shall be determined in accordance with

the provisions of the Companies Act or Articles of Association or the resolution of the company.

(4) Where a company is required to restate its financial statement due to noncompliance with any

requirement as per Act, the company shall recover from managing director, remuneration
received in excess during that period.

(5) Managing Director may be paid compensation for the termination of his office. (This type of
remuneration cannot be paid to other directors.) He is not be entitled to any compensation in
case of his resignation, or being found guilty in some legal proceedings, fraud, breach of
trust, mismanagement of company, or if he provokes others to initiate and expediate the
termination of his office.

5.8.4 Authorities and Responsibilities of Managing Director :
(1) Power : Managing director enjoys highest authority in company management. Therefore, he
enjoys a special status. A Managing Director enjoys wide powers in the company. One thing is to be

noted here that managing director is empowered by Memorandum of Association, Articles of Association
and resolution of general meeting and the resolution of Board of Directors.
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A Managing Director utilizes his power under the supervision, direction and control of Board of
Directors. Managing director cannot sign or put a seal on any documents without being assigned the
power by the Board of Directors.

(2) Responsibilities : Managing Director is also a director. Therefore all the duties of a director
also apply to Managing Director.

5.9 Difference between Managing Director and Director

Sl.. H . - -

No. Points Managing Director Director

(1) |Appointment] Managing director is appointed | Director is appointed in the An-
by the Board of Directors and | nual General Meeting. There are
they decide the term and | no terms and condition.
conditions.

(2) Term Managing director is appointed | Director has to retire as per
for five years. rotation.

(3) | Position | Managing director is one of the | Director is elected by share
directors. He execute day to | holders. He manage the
day work. company.

(4) | Compul- | Appointment of Managing | Appointment of Director is

sion Director is not compulsory. compulsory.

(5) Function | Managing Director carries on | Board of Directors does not
day to day administration. He | carry out day to day
has to execute policies of the | administration, but decides the
Board of Director. policies of management.

(6) Control | Managing Director functions | Board of directors is
under the control of Board of | independent.

Director.
(7) | Compen- | Managing Director can be paid | Directors have no such rights.
sation compensation on termination of
his office.

(8) Number | (A) A person can function as | (A) Director can function
Managing Director in not maximum in 20 companies.
more than two companies.

(B) Generally only one | (B) There must be at least 3
Managing Director is directors in public company
appointed in a company. and two in a private

company.

(9) Retire- Managing director retires after | 1/3 ofthe 2/3 directors retires by

ment 5 years. He is eligible for | rotation every year. They are
reappointment. eligible for reappointment.
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( |

| What you have learnt in this chapter J

Introduction : Company is a large business organization. Shareholders are the owner
of company. They are huge in number and spread over the country. So, to manage the
company they elect representatives amongst them selves. These representatives are known
as Board of Directors. A Company is managed by such an elected Board of Directors. In a
company formation ownership and management is two different elements. Good directors
provide proper guidance which leads the company to success. Inefficient directors can push
a company in to the ditch of failure.

According to the Companyies Act, the first meeting of directors should be conducted
within 30 days of the formation of a company. Directors meeting should be conducted a
minimum of 4 times in a year. In the meeting minimum 1/3 or 2 directors (whichever is
more) should be remain present. At least one director should be a resident of India for a
minimum period of 180 days.

Directors and Board of Directors : “A director is that person who formulates the
policies for overall management, direction and control of the company”.

Directors collectively manage the company and are known as the ‘Board of Directors’.
Legal Status of Directors :

(1) Directors as Representative : Directors are elected representative of the
shareholders and they function according to the Memorandum.

(2) Directors as Administrative Partners : Directors are elected representatives
amongst shareholder so they become administrative partners and they carry out functions
like share allotments, calls on share etc.

(3) Director as a Trustee : Directors are elected by shareholders and so become
administrators of the assets and funds of the company.

(4) Director as an Employee of a Company : For certain functions directors act
as an officer of a company but they are not paid employees of the company.

Number of Directors and their Identification Number :

Number of Directors : (1) A public company should have a minimum of 3 directors
and maximum 15 directors. A private company should have of minimum 2 and maximum
15 directors. In a single person company minimum one director is essential. A special
resolution is essential to increase the number. (2) A person can be a director at the most in
20 companies including public company and private company. A person can be director at
the most in 10 public companies.

Identification Number : Every director has to obtain Director’s Identification Number
(DIN). He has to inform this number to the company and company has to inform to the
Registrar of Companies. Every director is allotted only one identity number.

Appointment of Director : It is compulsory for a company to appoint directors.
Only a living person can be appointed as director not firm, trust or association.

Appointment of First Director : As per the provisions of Articles of Association,
signatories of Memorandum of Association are considered as first director of the company.
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Same way in a single person company, single person is treated as director. In company after
appointment of other directors, term of first director automatically ends.

Appointment of Director after First Director : The term of first directors expires
on the very day of the first general meeting. The appointment of directors is done in general
meeting and then in every subsequent AGM. There are provisions in the Articles of Association
for the appomtment of Directors. In only company 2/3 of the directors retire by rotation out
of that 1/3 retire every year.

Types of Director : (1) Independent director (2) Managing director (3) Nominee
director (4) Additional director (5) Alternate director (6) Director appointed before completion
of term on director’s vacant position (7) Directors appointed by small shareholders.
(8) Female director.

(1) Independent Director : An Independent director is appointed from a databank.
This is prepared by institutes as directed by the Central Government. The term of an
independent director is five years. The data bank has name, qualifications, experience,
expertisation etc. of a person. The maximum tenure is 10 years (two terms). Such director
should not have any economic interest with the company.

(2) Managing Director : Directors may not reside in the same city as the company
so a managing director is appointed for day to day administration. His function is to carry
out and implement the policy decisions taken by the Board of Directors. Usually he is
appointed in the meeting of the Board.

(3) Nominee Director : Board of Directors appoints nominee director as per the
provision of Articles of Association. He is appointed as per the agreements of institutions.

(4) Additional Director : Expert persons who are not included in the Board of
Directors are appointed as additional director by Board of Director.

(5) Alternative Director : When any director is to be out of the country for more
than three months then director is appointed in place and is known as alternative director.

(6) Director Appointed before Completion of Term on Director’s Vacant
Position : In any director is removed in general meeting before his term expires on that

vacancy BOD appoints director.
(7) Director Elected by Small Shareholders : A director is appointed by small

shareholders (small shareholder means face value of share not more than ¥ 20,000) in
specified company. (A Minimum of 1000 small shareholders are needed).

(8) Female Director : Companies as may be prescribed shall have at least one
woman director as per the provisions of Company Act.

Qualifications and Disqualifications of Director : Provisions as per the Compaies
Act regarding qualifications of independent director : (1) Proper skill and experience
(2) Knowledge of finance-law-management (3) Administrative knowledge (4) Ability of
corporate governance. (5) Knowledge of company business. Disqualifications are :
(1) declared as unsound mind (2) declared as insolvent (3) convicted for offence involving
moral turpitude (4) disqualified by court (5) unpaid of share call amount individually or
jointly (6) accounts not submitted for last three years (7) failure to pay dividend and interest.

(8) Person convicted for fraudulent activities.
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Retirement of Director, Resignation of Director, Removal of Director :

Retirement of Director : (1) First directors retire in the first annual general meeting.
(2) Independent directors retire after a term of 5 years, in case of reappointment after two
terms. (3) In a public company, 1/3 of the 2/3 retires every year by rotation.(4) Ifhe acquires
disqualifications. (5) Unwillingness for reappointment. (6) Resolution for reappointment does
not pass.

Resignation of Director : If Director wants to vacate his office he has to give
details in writing to Board of Directors. It is informed to registrar of companies and in
general meeting. Resignation enforced from the date specified.

Removal of Director : Any director can be removed at any time before his terms
ends in general meeting, except director appointed by the Government or a tribunal.

Vacation of Office by Directors : Director has to vacate his office if he acquires
disqualification, he is declared un sound of mind, declared insolvent, he has not paid calls on
share, he remains absent in Board of Directors meeting since last 12 months without
permission, court declares him disqualified, convicted by court for moral turpitude offence.
Director’s Authority, Duties and Responsibilities :

Authority of Director : Board of directors take decisions by resolutions passed by a
majority. Powers acquired in accordance with (1) Companies Act (2) Memorandum of
Association and (3) Articles of Association.

(1) Accordance with the Companies Act : To issue share, to allot share, to call
share money, to borrow money, to take loan, extension of business, amalgamation, merger,
reconstruction are the powers of directors. They also have powers to declare dividends, to
appoint alternative director, additional director etc. For certain functions special resolution in
general meeting is required like - to sell, to lease the company, to take loan excess of
capital and reserve, to write off debt of any director etc.

(2) Accordance with Memorandum of Association : Director cannot act ultra vires
specified in Memorandum.

(3) Accordance with Articles of Association : Mostly administrative powers are
acquired by Articles of Association. Ultra vires acts create personal liability of director but
by resolution of shareholder personal liability can be avoided.

Duties of Director : In a company directors are Supreme authority, they carry out
duties as per Articles of Association. They will act for the benefits of shareholders, society,
employees, to protect environment. A director will not take undue economical advantage of
for his own or his relatives. It is duty of director to remain present in BOD meeting, not to
take secret profit, to take proper care of company’s property, not to use such property for
own purpose to invest company’s fund in proper way and a meeting of the Board of
Director must be called within atleast 3 months. He will not assign his office to any others;
they have to constitute audit committee.

Responsibility of Director : It is of two type (1) Civil liability and (2) Criminal
liability.

Civil Liability : Is that type of lability in which the loss suffered by the aggrieved
party is to be compensated. Civil liability arises towards company and third party.

Liability towards Company : When misappropriates the accounts of the company,
dividend declares without profit, liability arising out of dishonesty, remaining absent in the
meeting of Board of Directors.

Liability towards Third Party : Directors provides misleading information in the
prospectus; enter into contract in their own name, director borrowing money in excess of

permitted limit, and court holding them liable at time of winding up of a company.
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Criminal Liability : In this liability directors are punishable with fine or imprisonment or
both. A Director is liable for the punishment cheating, fraud or breach of trust or providing
misleading information in prospectus or he has been convicted of an offence at the time of
incorporation or winding up of the company.

Provisions of Companies Act for Managing Director : All powers are concentrated
in the hands of Board of Directors. Members of the board reside in different cities, to
resolves day to day the problems and for management of company Managing Director is
appointed. Managing director is considered full time employee of the company as KMP.

Appointment of Managing Director : Only a living person can be appointed as per
the provisions of the Companies Act by the Board of Directors. Managing Director is
appointed for five years. Terms and conditions are decided and approved in general meeting.
Company Registrar should be informed within 60 days of appointment. Managing director
can be appointed in a maximum of 2 companies.

Qualification and Disqualification of Managing Director : There is no specification
regarding qualifications in company Act. He is appointed for day to day management he must be
experienced, creative, subject expert and ability to take decision in critical position is expected. His
age should not be less than 22 years and more than 70 years. He should not be insolvent, unstable
mind, and not convicted by court for any offence under any law prevailing in India.

Remuneration of Managing Director : Remuneration can be given up to the 5 %
of net profit, for a part time managing Director 1% of the net profit of the company.

Powers and Duties of the Managing Director : Managing Director possesses wide
powers with respect of company. He is empowered by resolution of general meeting,
resolution of Board of Directors, Memorandum of Association and Articles of Association.
Managing director cannot sign any documents without empowered authority.

Difference between Managing Director and Director : Points : (1) Appointment
(2) Term (3) Position (4) Compulsion (5) Function (6) Control (7) Remuneration (8) Number
(9) Retirement.

Exercise
1. Select the suitable option from the given option :
(1) In how many companies can a person become director ?

(A) 10 (B) 20 (C) 30 (D) 40
(2) What is the minimum number required as directors in a Public company ?

(A) 2 (B) 4 © 3 (D) 5
(3) What 1s the minimum number required as directors in a Private company ?

(A) 1 (B) 2 © 3 (D) 4
(4) In how many public companies can a person be a director ?

(A) 10 (B) 20 (C) 30 (D) 5
(5) How many identification numbers can be acquired by a director ?

(A) 4 B)3 © 2 (D) 1
(6) Having a director identification number .......

(A) 1s not compulsory. (B) is compusory.

(C) may be taken at ease.
(D) is depending upon the willingness of director.
(7) How many independent directors can a company have ?

(A) 1/4 (B) 23 (©) 3/4 (D) 13
(8) Approval of independent directors is
(A) to be taken in general meeting. (B) not necessary.
(C) to be taken from Government. (D) to be taken from data bank.
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2.

(9) For certain functions, Board of Directors .......
(A) has to take approval from the shareholder.
(B) has not to take approval of shareholder.
(C) may take approval subsequently.
(D) has not to take permission as per provision.
(10) Who is responsible to constitute the stakeholder Relation Committee ?

(A) Shareholders (B) Secretary (C) Board of Directors (D) All combined
(11) What type of assets can be taken by Directors ?
(A) Land (B) Machinery (C) Building (D) Only cash
(12) Who can be appointed as Managing Director ?
(A) Private Ltd. Company (B) Partnership Firm
(C) Living Person (D) Recognized Institutions
(13) For how many years can a Managing Director be appointed ?
(A) 3 Years (B) 4 Years (C) 5 Years (D) 7 Years
(14) In how many days should the company registrar be informed after the appointment of Managing
Director ?
(A) 30 days (B) 60 days (C) 90 days (D) 120 days
(15) What is the minimum of a person to be oppointed as Managing Director ?
(A) 21 Years (B) 25 Years (C) 30 Years (D) 35 Years

(16) How much can be paid as remunaration to all fultime Managing Director ?

(A) 5 % of sales (B) 5 % of net profit (C) 5 % of share capital (D) 5 % of reserve
(17) For Managing Director, for termination of office compensation .......

(A) can be paid. (B) can be decided later on.

(C) approval of central Government is essential.

(D) permission of Registrar of Companies is required.
(18) Personality of the company .......

(A) is combined (B) 1s individual (C) is artificial (D) has no personality
(19) What are the minimum numbers of meetings be held by the Board of Directors every year ?
(A) 4 (B) 8 ©) 2 (D) 10
(20) What is the quorum for Board of Directors meeting ?
(A) 13 (B) 2
(C) 1/3 or 2 (whichever is more) (D) Whatever it is

Answer the following questions in one sentence :

(1) Which two elements are essential for existence an institution ?

(2) 'Who manages the company in modern time ?

(3) Who is Director ?

(4) How many minimum Directors are required in a public company ?
(5) How many minimum Directors are required in a private company ?
(6) How many minimum Directors required in single person company ?
(7) What is the Board of Directors ?

(8) Who are the first directors of a company ?

(9) When does the term of the first director expire ?
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(10) What is the face value of share of small sharcholder ?
(11) How is the Managing director appointed ?
(12) How many female directors should there be in a company ?
(13) Who is responsible to constitute the Audit Committee ?
(14) Who approves appointment of the Managing Director ?
(15) What should be the maximum age of an appointee Managing Director ?
(16) How much remuneration can be paid to a part time Managing Director ?
3. Answer the following questions in brief :
(1) What is the status of director as a representative ?
(2) What function is the director fulfilling as administrative partner ?
(3) Who can be appointed as director ?
(4) Who cannot be appointed as director ?
(5) Who is an independent director ?

How is an independent director selected ?

What is the maximum term of an independent director ?

\..../\.../\-...J

What is the function of a Managing Director ?
9

—

Who are small shareholders as per the Companies Act ?
10) How does the Board of Directors acquire power ?

11) How many types of liabilities can directors have ?
12

(6
(7
(8
(
(
(
(12) How is the Managing Director empowered ?
(13) When is appointment of a female director essential ?
4. Answer the following questions point wise :
(1) What type of legal status does a director have as a representative ?
(2) “Directors are trustee - but they are not” Explain.
(3) Explain the types of directors.
(4) What are the provisions of an Independent Director.
(5) Why is the managing director essential ?
6) When is a nominee director appointed ?
7) When alternative director is appointed ?
) Explain civil liabilities of a director.
9) Explain civil liabilities of a director towards the company.
10) Explain criminal liabilities of a director.
11) Explain the provisions of the Companies Act for Managing Director.
12) How can a managing director be appointed ?
13) When can extra remuneration be recovered from a Managing director ?

14) When is a managing director not compensated ?
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S. Answer the following question in detail :

(1)
2)
3
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Explain the legal status of directors.

“Directors have status of trustee.” Explain the statement.

Write down notes on Directors’ identification number.

Write down the provisions for appointment of Directors.

Give the meaning of Additional Director and state the provisions for his appontment.
Write down the provisions for the appointment of Alternative Director.

Under which circumstances is the office of a director to be vacated ?

Narrate the disqualification of the director.

In which circumstances is the director to be retired ?

10) How can a director resign from his office ? Explain.
11) How can a director be removed before the expiry of term?
12) Narrate the authority of a director.

13) Which powers are enjoyed by directors by passing a resolution in Board of Director’s

meeting ?

14) Narrate duties of directors.

15) Explain the civil liabilities of director towards third party.
16) State how a Managing Director can be disqualified.

17) Differentiate between Managing Director and Director.

18) Write down the qualification of Directors.

19) Write a note on Director appointed by small shareholders.
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6 THE MEETINGS OF THE COMPANY
What will you learn in this chapter ? Introduction
A company is an artificial person estabished
6.1 Meaning under Law. The management and administration of
6.2 Types of Meetings of Company the company is conducted in a democratic manner.
6.2.1 The Meeting of Shareholders Shareholders are authorised to take a decision for
6.2.2 The Meeting of Directors the smooth running of business in a company. All
6.2.3 Special Meetings the members of a company maybe unable to
6.3 Notice of the Meeting remain present for routine functions of the company,
6.4 Agenda so for management of the company Directors are
6.5 Quorum for the Meeting appointed by the sharcholders by majority
6.6 Chairman of the Meeting decision.
6.7 The Minutes book It is mandatory to call the first general
6.8 Voting meeting as soon as a newly established company
6.9 Proxy starts functioning. If the company has issued
6.10 Motion and Resolution debentures then it is necessary to call the meeting

of debenture holders for the safeguards of their
interests. Even at the time of dissolution of the company; it is necessary to call a meeting for discussion

and taking decisions on various issues. Thus, after the establishment of company, meetings are very
important for routine work, annual performance, strategic decision making etc.
6.1 Meaning

Meeting means “When two or more persons meet at one place together, discuss any issue and
arrive at a common decision.’

Formal and informal meetings of members are called to discuss various issues and take decisions.
Formal meetings are called at a particular date, time, place for issues / agendas for discussions and
decisions.

6.2 Types of Company Meetings
Various types of meetings of a company which can be described as under :
Meetings of a Company

N ¥ 0%
The Meeting of Shareholders Meetings of Directors Special Meetings
\’ \} l

(1) First Annual General Meeting (1) Board Directors Meeting
(2) Annual General Meeting
(3) Extra Ordinary General

(1) Group Meeting

(2) Meeting of Creditors

(3) Meeting for the Dissolution/
Winding up of the Company

(2) Committee Meeting

Meeting

6.2.1 The Meeting of Shareholders : Shareholders of a Company are the real owners of a
company, so their meetings are important. Various provisions are prescribed for, in The Companies Act
2013. The various meeting of share holders are as below :
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(1) First Annual General Meeting - (FAGM) : A public company limited, by shares, has to
call this meeting after obtaining the certificate of incorporation of business. The company has to conduct
the meeting within 9 months of the completion of its first financial year. If not, the concerned officer is
liable for punishment.

(2) Annual General Meeting - (AGM) : According to the provisions of The Companies Act, it
is mandatory for public and private companies to organize an Annual General Meeting once in a year.
There should not be a gap of more than 15 months between two annual general meetings. The meeting
should be convened during working hours at the Company’s registered office.

The decisions regarding following matters are taken in an annual general meeting :

(1) The annual accounts, the reports ofthe directors and the reports of the auditors should be presented.

(2) To declare dividend

(3) To appoint new directors in place of retiring directors.

(4) To Appoint auditors and to fix their remmuneration.

(5) Other matters which are proposed by the Chairman.

(3) Extra-Ordinary General Meeting - (EGM) : There is a provision mentioned for this purpose
in the Companies Act-2013. The Board of Directors can call this meeting in following circumstances :

(1) A demand by the shareholders of the company, holding, not less than 1/10 share capital of the
company.

(2) For a company which does not have share capital, a demand not less 1/10 of the members
having voting right.

6.2.2 Meetings of Directors : Meetings of the Directors are organized for the management of
the company, which consists the meeting of Board of Directors and meetings of the committees constituted
for the various functions of the company.

(1) Board Meetings : The Board of Directors, in the affairs of the company, means a united unit
of the directors of the company. They manage the functions of the company and possess control over
the administration of the company. The first meeting of the board of directors should be called within 30
days from the date of incorporation. Atleast four meetings should be organized in one year. The quourum
for the meetings of the Board of Directors is considered 1/3rd of the total directors or two directors.
(Whichever number is higher between these). In modern times, due to availiability of technological devices
the directors can attend the meeting through video conference or any audio-visual device and participate
in the proceedings of the meeting. The directors discuss various issues and take decisions through resolutions
passed by the majority.

(2) Committee Meetings : Various committees are constituted for various functions i.e. the
committee for sale and purchase, financial committee, export committee, committee for legal matters,
monitoring committee etc. Committees organize meetings as per the duties delegated to them and as per
their convinience. Members of the committee discuss issues related to the matters and take decisions in
the interest of the company.

6.2.3 Special Meetings : Special meetings are organized in the company for the specific functions
of the company as under :

(1) The Class Meeting : The company issues the different types of shares. The rights and
privileges of different share holders are prescribed in the Articles of Association. According to this provision
the meetings of the different groups can be organized which comprise : (i) The meeting of Directors
(i1) The meeting of debentures holders (iii) The meeting of the creditors for the settlement with them
(iv) The meeting of the share holders of unpaid instalments and of other groups.
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These meetings are organized for the safe guard of the interest of the concerned group, so that the
strategic decisions can be taken with transparancy.

(2) Creditors’ Meeting : This type of meeting is organized for settlements with the creditors.
Whenever a creditor applies to court for the settlement or, the court orders to organize a meeting of the
creditors, then, this type of meeting is organized.

(3) The Meeting at the Time of Dissolution of the Company : At the time of compulsory
dissolution of company, the competent officer for dissolution may organise a number of meetings as per
his discretion. Meetings of the creditors and share holders whose instalment are due for payment, are
organised decisions taken after discussion on various issues.

Specific Words Used at the Time of Organization of Meeting : Different kinds of words are
used at the time of the organization of different types of meeting, which may be listed as under :

e Notice for the meeting e Agenda for the meeting

e Quorum for the meeting e Chairman of the meeting

e Minutes book of the meeting e Voting

e Proxy Voting e Proposals and Resolutions.

The above words can be discussed as under :
6.3 Notice of the Meeting

Meaning : A notice means a written circular provided to the members, Directors or any other
person required to be present in the meeting.

Objectives :

(1) To provide primary information regarding the meeting.

(2) The members can decide whether they should remain present or not in the meeting.

(3) To provide agenda.

(4) The member can decide to vote in favour or against the resolution.

(5) To provide reasonable time.

The Duration of Notice : It is necessary for a company to issue a notice to the members 21
days before organizing a meeting. A notice can be issued in writing or through any ‘Electronic Media’.

The Details of the Notice : The company should mention the following details in the notice of

meeting :
(1) The date and day of the meeting (2) Venue of the meeting
(3) Time of the meeting (4) Agenda of the meeting

The Powers to Issue Notice : The directors of the company have power to issue notice regarding
a meeting. Whenever the Secretary of the Company issues a notice, he has to mention. By orders of
Board of Directors. If the power are assigned to the managing director of the company then he himself
can issue the notice. If the Company Law Board or the Central Government call the meeting then the
concerned officer can issue notice on their behalf.

The Notice of the Meeting Should be Issued to Whom, Where and How ? :

Notice to Whom ? :

(1) Every member of the meeting is solvent member or the legal representative of the deceased member.

(2) The auditors of the company, every director and auditors of subsidiary company.

(3) Any person who has right to receive such notice.

)

(4) If the shares are owned in a joint name, then, the first member of the share.
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Where is the Notice send to ?

e [t is sent to the registered address of shareholder as mentioned in Company’s Registered Office.
How is the notice served ?

(1) By post

(2) By advertisement as public notice in local newspaper.

(3) Notice can be delivered by hand.

The duties of the Secretary regarding notice of the meeting :

(1) To send the notice 21 days prior to the meeting to the eligible members.

(2) To prepare a speciman of the notice of the meeting.

(3) To send the report of the general meeting with the notice.

(4) To enclose a copy of annual accounts, auditors’ report, chairman’s statement, directors’ report,

copy of the chairman’s speech etc.

(5) To send an explanatory statement with the notice for extraordinary general meeting.

(6) To prepare the list of functions which are to be carried out with the approval of shareholders

proposal of resolution.

(7) Any other matter proposed by the chairman.

6.4 Agenda

Meaning : The list of the functions to be conducted at a meeting, is called the agenda. That
means an agenda indicates the serial numbers of the proposed functions which are to be conducted at a
meeting.

Objectives : The company sends a notice to the members for a meeting, along with agenda so
that the members are aware of what the purpose of the meeting is. The members can discuss their
opinions, so that the proceedings of the meeting can be completed easily. It also ensures that all topics
are covered in the meeting and repetitions are avoided.

Importance :

(1) Work should be conducted as per the scheduled agenda

(2) Work should be conducted serialwise. Hence the associated works can be co-ordinated.

(3) During the meeting the chairman and secretary record their notes in the agenda.

The Duties of the Secretary :

(1) To prepare the agenda after a discussion with the Board of Directors of the company.

(2) To decide the procedure of agenda.

(3) To record the proceedings while the meeting is being conducted.

(4) To draw the attention of the quorum regarding important issues.

(5) To draw the attention of legal aspects for the meeting.

(6) To make and arrange the seating arrangement for members. He has to provide the details of
the agenda if asked by any member, and obtain the signatures of the present members. He
has to draw the final resolution by making the necessary amendments in the contents and also
obtain the approval of the house

(7) Convey thanks to the members
6.5 Quorum for the Meeting

Meaning : The presence of a minimum numbers of members for a meeting is required for the
legal validation of the meeting. The specified number of the members is considered as the quorum for the
meeting and has a legal impact.
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However, in the modern times due to advanced technology of computer, internet, the presence of
the directors through the video conference or audio visual media is considered as their physical presence
and treated as completion of the required quorum.

Importance : In every meeting, the presence of minimum members required is mandatory, falling
which the meeting is not considered as legally held and the meeting should be adjourned immediately.

(i) For a Public Limited Company : If the number of the shareholders does not exceed 1000 then
the presence of 5 members will be considered as quorum. If the number of shareholder is between 1001
to 5000, then the presence of 15 members will be considered as quorum. If the number of shareholders
exceeds 5001 then the presence of 30 members will be considered as quorum.

(i) For a Private Limited Company : The presence of two members will be considered as quorum

(iii) If an adjourned meeting is reconvened and the required quorum is not reached even after 30
minutes of the time specified in the notice, then present members can be considered as quorum and the
meeting can be conducted with the approval of the Board of Directors.

(iv) The above provisions are not applicable to the company headed by only one person.
6.6 Chairman of Meetings

Meaning : The person selected by the members to conduct the proceedings and management of
the meeting known as chairman.

The Appointment and importance of the Chairman for the Meeting : The chairman is
appointed by the members to conduct the proceedings of the meeting A meeting held without a chairman
is considered to be illegal and hence it is mandatory to appoint one. Generally the head of the directors
conduct work as chairman of the meeting. The chairman holds the management of the meeting.

The chairman has to ensure that the functions of agenda should be conducted properly according
agenda and the decisions should be taken after proper discussion and debates and the resolutions should
be passed in a proper manner.

If any director is not willing to work as chairman or any director does not appear within 15
minutes ofter prescribed time, then, present members may select any one amongst them as chairman.

Thus he has to play an important role. The above provisions however do not apply to the a single
person company.

Qualifications : A chairman is the leader of the meeting. He has to conduct the meeting with due
care, has to monitor that the proceedings should be conducted as per agenda and resolutions be passed
accordingly. Therefore, he must possess sufficient experience of conducting of meeting. He must possess
some baisc qualities that are as under :

(1) He should have knowledge of the rights and duties of the chairman

(2) He should have practical experience of conducting the proceedings of the meeting

(3) He should have sufficient legal knowledge of the company laws and Articles of Association of

The Companies Act.

(4) He should be able to handle the situation at times of conflict and tension which may arise at
the meeting.

(5) Effective personality.

(6) The knowledge of Economics, Company, Progress, Development and Trade

The Powers of Chairman : The powers delegated to the chairman to conduct the proceedings
of the meeting, are as under :

(1) He is authorized to provide sufficient time to members for represntation on important issues

and has to make a schedule of this.
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(2) To expel any perosn who remains present in the meeting without proper authorisation.

(3) Whenever a member represents the facts on any issue and if at that time other members
object or criticise him or create disturbances, then the chairman has to find the truth and take
final decision.

(4) If any member uses non parliamentary language or behaves in an uncivilized manner, then the
chairman will warn him and if the person does not change his behavior then the chairman can
expel that person from the meeting.

(5) He has authority to remove illegal, improper and false facts from the records.

(6) It members behave in an improper manner, create obstacles in the meeting or create conflicts,
then the chairman has the authority to adjourn the meeting.

(7) If voting to be held on any issue and after the voting there are equal votes in the favour or
against the chairman may use his casting vote.

The Duties of Chairman : There are certain duties of the chairman for conducting meetings

fairly.

(1) To monitor that the proceeding of the meeting should be conduced in a peaceful manner.

(2) He has to verify the quorum of the meeting.

(3) The proceedings of the meeting should be conducted as per agenda and the completion of
work should be ensured.

(4) It is the duty of the chairman to allow every member to speak without any bias.

(5) To consider the opinion of the minority members.

(6) It is his duty conduct voting in the meeting if necessary.

(7) Chairman should use his casting vote very carefully and then declare the result.

6.7 The Minutes Book

Meaning : Minutes book means writing of proceeding, decisions in a proper and systemetic
manner.

According to The Companies Laws companies have to keep and maintain the details of every
type of meeting (e.g. General meeting, Special meeting, meeting of the directors, meeting of the
shareholder). The Minutes book is a written evidence of the discussion and resolutions passed in a
meeting. The company secretary prepares the minute book as per the agenda of the meeting after the
completion of the proceedings. The presence of the members is also evident from the Minutes book.

Objectives :

(1) To obtain the information of the present members in the meeting.

(2) To obtain the information regarding the proposals, discussion, decisions and resolutions passed
during the meeting.

(3) Written evidence for future reference

(4) It highlights the presentations of the Chairman

Details to be Included in the Minutes Book :

(1) The date, time type and venue of the meeting

(2) The name and designations of the directors/ members who remained present at the meeting.

(3) The appointment of any officer in the meeting.

(4) The names of the members who had supported the resolution passed during the meeting.

(5) Name of the members who have opposed the resolution in the meeting.

(6) The proceeding of the meeting as stated by the chairman.
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6.8 Voting
According to the Indian company law it is necessary that the decisions and resolutions be passed
by a majority of the members, So it is necessary to know the opinons of the members on a particular
issues. Voting is conducted to know the opinion of the members, so it can be sorted out that how many
members favour and how many oppose the decision/resolutions. Chairman can take final decisions.
The Members who possess the right to vote are allowed to participate in the voting. Voting is
conducted by the following methods :

(1) Voting by show of hand (2) By vocal/voice
(3) Voting by Poll (4) Voting by electronic machines
(5) Voting by postal votes (6) The voting by division of the assembly

Restriction on Voting Rights : The company may put a restriction on the voting right of any
member, as per Articles of Association, under the following circumstances :
(1) A shareholder who has not deposited instalment which is due to him.
(2) If the company has a lien on the shares of the share holder in such circumstances the company
can restrict the right of voting.
6.9 Proxy
Meaning : All the share holders of the company cannot remain present in every meeting of the
company so they may delegete the right to vote, in writing, to a third person remaining present at the
meeting to cast the vote. Such a person is called the representative or proxy.
It is not necessary that the person who is appointed as proxy should be a member of the company.
The proxy has no right to speak anything in the meeting but participate in voting by poll.
Objective : If the member or shareholder is unable to remain present in the meeting then he can
appoint any person as his representative who can cast the vote on his behalf.
The Important Provisions of the Companies Law : A member who is entitled to remain
present in the meeting can appoint another person as a proxy under the following provisions :
(1) The proxy has no right to speak in the meeting but can cast his vote by poll voting.
(2) The person who is appointed as proxy can work on behalf of the members which should not
be more than 50 members.
(3) A shareholder has to appoint a proxy 48 hours before the time of meeting and submit the
form with necessary documents.
(4) A minor person cannot be appointed a proxy.
(5) The above provisions are not applicable to as Single Person company.
The Duties of the Secretary Regarding Proxy :
(1) To collect the forms of proxy and examine them.
(2) The date of receipt, time, venue, stamp, signature and the legality of the member should
examined by him.
(3) To prepare the list of proxies in which the details such as the name of the member, the name
of the proxy, number of shares held, number of votes etc should be recorded in the list.
(4) To cancel the form of proxy if it is not received within the prescribed time.
(5) He has to monitor that the proxy utilizes his legal right according to the rules and Articles of
Association.
6.10. Motion and Resolution
Meaning : A matter produced before a meeting for discussion between members, is known as
proposal/motion.
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When a proposal is presented before the meeting for discussion and debate then the members
of the meeting express their opinion and views regarding that proposal. A thorough discussion is
conducted on the proposal. The proposal is passed as it was presented or with amendment by the
majority of the members is known as resolution. Thus, when members approve a proposal then it
becomes a resoluton.

Thus, a member can present a proposal and other members provide support to proposal.

There may be different proposals in the notice of the meeting. The chairman can present a proposal
during the meeting. No prior intimation or notice is required for such proposal.

Amendments in Motion : The proposals that are presented in the meeting, can be amended
Changes, additions and ammendments can be made in the proposal presented in a meeting. The changes
can be : (1) a word can be added (2) a word or sentence can be removed (3) the serial number of word
or sentence may be changed (4) a word may be rewritten (5) the place of words may be changed etc.

This can be done during the proceedings of the meeting. An amendments once made cannot be
changed without the permission of the meeting. It is important that the amendments in the proposal
should be consistent to the original proposal. It should not transform the original proposal completely or
turn it complete opposite to the original.

Types of Resolutions :

(1) Ordinary Resolutions :

Meaning : The resolution which is passed by a simple majority during a meeting is known as
ordinary resolution.

The Ordinary Resolution Means : (i) The Notice should be issued as per provisions of The
Companies Laws. (ii) The resolution should be passed by show of hand, by vocal voting or by electronic
machine voting. (iii) If it is necessary the decision is taken after the vote of the chairman is cast (iv) The
ordinary resolution may be passed by the voting of absent members by proxy vote or postal vote.
(v) A resolution that has more than 51% of votes in favour is known as ordinary resolution. It is not
compulsory to register such resolution with a Registrar.

Objectives : The objectives of the ordinary resolutions are as under :

(1) To approve the annual accounts and reports of the directors of the company.

(2) For the change in the name of the company, with the prior permision from the Central

Government.

(3) For amendments in terms and conditions of the agreements as notified in the prospectus.

(4) For the election of the members of the Directors of the company.

(5) For the declaration of recommended dividend.

(6) For the appointment of the auditor and to fix his remuneration.

(7) Reappointment of the retired directors.

(8) To select directors other than retired director.

(2) Special Resolution :

Special Resolution : (i) Notice should be issued to members as per the provisions of The Company
Laws and Articles of Association. (ii) A notice for ordinary resolution may include a special resolution,
converted from an ordinary resolution. However a clarification has to be enclosed. (iii) There should be
a majority of 75% to pass a special resolutions. (iv) It is mandatory to register special resolution with
the Registrar of the Company, or the concerned officer may have to face penal consequences.

Objectives :

(1) For the change in the name or the purpose of the company with the permission of the Central

Government.
(2) For the amendement in the Articles of Association of the company
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For shifting the registered office of the company from one state to another.

(4) For the amendment in the Memorandum of Association of the Company, subject to the
approval of a Tribunal.

(5) The company which conducts works of public benefits, public welfare and is authorized by
the Central Government to conduct such works can delete the word private/limited from the
name of the company.

(6) For creation of reserve funds.

(7) For reduction in the share capital and for the change in the right of the share holders.

(8) To bestow a profitable post to a director of the company.

(9) For the appointment of an officer to examine the management of the company.

(10) To remove the Managing Director from the post.

(11) For passing a resolution for the winding up of the company by the order of tribunal.
The Difference between Ordinary Resolution and Special Resolution :

Sr. Points Ordinary Resolution Special Resolution

(1) | Meaning | Ordinary resolution is passed | 75% majority is required to
with a simple majority (51%) | pass the special resolution.
in the meeting.

(2) | Objectives | These resolution are passed for | For the amendment in the
approval of annual accounts, | Articles of Association/
recommendation for dividend, | Memorandom of Association for
appointment of auditor and his | the winding up of the company,
remunneration and other | for the appointment of liquidator
works. and other important matters.

(3) | Necessity | The ordinary resolution is | A special resolution is passed
passed for the daily routine | for the specific policy matter/
work of the company. important decisions.

(4) Notice It is not necessary to mention | It is necessary to mention in the
ordinary resolution. notice regarding the special

resolution.

(5) [Registration| It is not necessary to register | It is mandatory to register with
with the Registrar of company. | the Register of company.

(3) The Resolutions Passed by the Board of Directors : All resolutons passed during the meeting
of the directors are deemed as ordinary resolutions. The attoreney/ legal advisor of the company prepares the
resolution in advance. These types of resolutions are passed with a simple majority. In addition, ifit necessary

to pass special resolutions with specific majority then the resolutions are passed accordingly.

{What you have learnt in the chapter]
The company is a artificial person having an existance according to law. It is necessary
that the administration and the management should be conducted in the democratic manner.
The secretary of the company arranges the meeting of Directors. The details regarding the
meeting of the company are discussed in Section 96 to 122 in the Companies Law 2013
Meaning : A meeting means where two or more persons meet together at one place,
discuss about any issue and decide on any issue with the unanimous consent. The legal or
nonlegal meeting of the members is called for the members and the discussion is conducted

between them and the decisions are taken. A meeting is organised at the proper place, date
and time with a proper agenda for the discussion.
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Types of the Meeting of a Company :

(A) The Meeting of the Share Holders : (1) First Annual General Meeting
(2) Annual General Meeting (AGM) (3) Extra Ordinary General Meeting (EGM)

(B) The Meeting of Directors : (1) The Board of Directors meeting (2) Meeting
of Committee.

(C) Special Meeting : (1) Group Meeting (2) Meeting of Creditors (3) The
meeting for winding up of the Company.

Various Words Used in the Meeting : The notice of the meeting, the list of works
of the meeting i.e. agenda, the quorum of the meeting the chairman of the meeting, minutes
book, voting, proxy voting, proposal and resolution etc.

Notice of the Meeting : The information to remain present in the meeting to the
member or director or any other person is known as notice of the meeting. This notice
should be sent 21 days before the meeting, in writing.

Objectives : To provide the primary information of the meeting, the presence of the
members, the agends of the meeting, to vote in favour or in opposition, to provide time for
the discussion on different issues.

Details : Information regarding the time, date, place, agenda, information for the
examination of documents with time and place for examination.

The directors of the company have power to issue notice for meeting.

To Whom ? : To every member of the meeting, the heir of the deceased member,
auditors of the company, all persons entitled to get the notice, in case of joint holding the
notice should be sent to the first name holder.

Where ? : At the address of the members as is notified in the registered office of the
company.

How it Should be Sent ? : By post, hand delivery, by publishing in the daily news
paper under the head of ‘Public Notice’.

The Duties of Secretary : To issue the notice 21 days before the meeting, to prepare
the specimen of the notice and send enclosures, the content of the agenda should be sent, to
conduct the proceeding as instructed by the chairman.

Agenda :

Meaning : The functions which are to be conducted in the meeting is called agenda,
it states serial number of the proposed function.

Objectives : To inform the functions of the meeting. So the members discuss their
opinions.

Importance : Work should be conducted as per the schedule agenda, conduct serial
wise functions, co-ordinate functions, maintain record as per agenda.

Duties of the Secretary : Prepare agenda as per discussion with management, record
the proceedings of the meeting, to draw attention to legal position in the meeting, seating

arrangement and to obtain the signature of the present members.
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Quorum :

Meaning : The presence of a cetain number of members from the starting to the
completion of a meeting to maintain the legal validity of the proceeding of the meeting is
known as quorum. In todays advanced era of technology, the presence of Director by video
conference or other audio visual devices is deemed as presence and considered as quorum.

Importance : The minimum number of members should be present in a meeting so
the proceeding of the meeting can be deemed legal and valid.

With Respect to a Public Limited Company : If on the date of meeting the company
has 1000 shareholders then the presence of 5 members should be considered as quorum,
15 members will constitute quorum if total shareholders is from 1001 to 5000, 39 members
constitute quorum if the total shareholders exceed 5001.

With Respect to a Private Limited Company : The presence of 2 members will be
considered a quorum. The above provisions does not apply to a single person company.
Chairman :

Meaning : The person appointed by the member for conducting of the proceedings
of a meeting is known as chairman.

The Appointment and Importance : If no person is appointed as chairman then the meeting is
not considered legal. The chairman coducts the proceeding of the meeting peacefully and impartially.

Qualifications : A person should be able to conduct a meeting in accordance with the
agenda and ensure that proper discussions take place before proper resolutions are passed.
He should have knowledge of the rights, duties and resposibilities of a Chairman; knowledge
of law and the capability to handle stressful situations.

Qualities : He should possess a powerful personality, impartial, judicious, neutral,
humble, firm enough to take decisions, excellent speech, passion, intelligence, humourous,
able to take administrative decisions and other qualities of leadership.

The Powers of at Chairman : To provide opportunity for representation to every
member, to expel any person from the meeting if he behaves improperly, find out the truth
from objections, criticism, not allow to use bad language, to remove the illegal aspects from
the records, abusive conduct, voting on any issue and at the instance of a tie during the
voting, he should cast his conclusive vote with due care.

The Duties of a Chairman : To conduct the proceeding of meeting in a peaceful
atmosphere, send notices as per the rules, observe the quorum, provide opportunity to every
member for representation, consider the opinion of the majority members, produce the
proposals in proper manner, notify the resolutions, obtain signatures over the minutes book,
at the time of tie during the voting cast his conclusive vote with due care, conduct the
proceeding impartially and neutrally.

Minutes Book :

Meaning : It is the written notes of the proceedings of a meeting. According to the
provisions of the Companies Law every company has to maintain its minutes book in a
proper manner, the minute book is a written evidence of the proposals and resolutions of
the meeting. The secretary of the company prepares the Minutes book.

Objectives : To record the details of members present in the meeting, the
representations done in the meeting, information of the proposals, discussions, and
resolutions. It is written evidence. Various legal provisions are described in the Companies
Law regarding this.
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Details Included in the Minute Book : Date, time, place, type and nature of the
meeting, names and designations of the members who remained present, the names of the
members who favoured or opposed any issue.

Voting :

Meaning : As per the Companies Law, all decisions and resolutions have to be
passed by a majority. Voting is conducted to know the views of the members on any issue.
The votes may be cast in favour or opposition the motion and after counting the result is
declared.

Different Procedures of Voting : (1) By raising hands (2) by voice i.e. vocal voting
(3) Voting by poll (4) Voting by electronic machine (5) Postal vote (6) voting by division of
the assembly.

Restrictions for Voting : It a share holder has not paid the instalment of share to
vote or the company holds any shares as lien of a share holder, then he may be restricted to
vote.

Proxy (Representative of Share Holder) :

Meaning : Every share holder cannot remain present at every meeting. So sometimes,
shareholders appoint any other person as their representative and delegate the authority for
the presence and casting a vote, this person is known as proxy of the share holder. The
proxy is not authorised to debate in the meeting but he has right to cast a vote.

Objectives : If a person is unable to remain present at the meeting, he can appoint
another person as his representative who can participate in the voting. The above provisions
do not apply to the company having only one person as member.

Duties of the Secretary : To collect the proxy forms, examine and notify the date ,
time and place of receipt, to examine the stamp, signature and legality of the share holder,
prepare the list of the proxy.

Motion Proposal and Resolution :

Proposal Meaning : The issue which is produced for discussion in the meeting of
company is known as a proposal. If the proposal is approved it becomes a resolution.

Any amendment, additions, alteration, deletion of any word sentence, change of serial
number of word or sentence may be done in the proposal.

Types of Resolutions : (1) Ordinary resolution (2) Special Resolution (3) The
resoluton of the Board of Directors.

Ordinary Resolution : The resolution passed with a simple majority is known as
ordinary resolution.

Special Resolution : It is specifically mentioned in the Companies Law and Articles
of Association regarding the issues which needs to be passed through special resolution.
There should be 75% votes in the favour of such resolution. Special resolutions should be
registered with the Registrar of the Company within a specified period.

The Difference between Oordinary Rresolution and Special Resolution :
(1) Meaning (2) Objective (3) Necessity (4) Notice (5) Registrtation.

The Resolution of the Board of Directors :

Meaning : The resolutions passed by the Directors are treated as ordinary resolutions.
These resolutions are passed by a simple majority. The attorney/legal advisor of the company
prepare this resolution.
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1.

2.

Exercise

Select the suitable option from options given :
(1) Which meeting of the first financial year should be held within 9 months from the completion of

the year ?
(A) Ordinary general meeting (B) Annual General Meeting
(C) The meeting of Board of Directors (D) The first Annual General Meeting
(2) There should be a gap of .......... months between two Annual General Meetings.
(A) 15 months (B) 12 months (C) 18 months (D) 24 months
(3) How many meetings of the Board of Directors should be called by the company in a year ?
(A) Five (B) Three (C) Four (D) Two
(4) Before how many days the notice is to be given, prior to the meeting ?
(A) 20 days (B) 31 days (C) 25 days (D) 21 days
(5) The notification by which information of the meeting is communicated to the members is known
as .ooeeun.
(A) Agenda (B) Notice (C) Minutes book (D) Quorum
(6) The list of works to be conducted during a meeting is known as .........
(A) Agenda (B) Minute book (C) Resolution (D) Proposal
(7) The number of members present in a meeting from the starting up to end of the meeting is
known as ..........
(A) Voting (B) number of Debtors
(C) The total number of members (D) quorum
(8) The person who is selcted by the members to conduct the meeting is known as ..........
(A) chairman (B) KMP
(C) secretary (D) director
(9) Who can cast vote in case of equal votes ?
(A) Secretary (B) Creditors (C) Chairman (D) Director
(10) The note book containing the decisions and the proceeding in the meeting, written point wise is
known as ..........
(A) quorum (B) notification (C) notice (D) minutes book
(11) The member appointed by other person to be present and vote in the meeting on his behalf is
known as ..........
(A) proxy (B) chairman
(C) secretary (D) the member of company
(12) The issues that are put forward for discussions in the meeting of a company are known
as .eecrenns
(A) Resolution (B) Proposal
(C) Notice (D) Agenda
(13) How many votes are essential for passing a special resolution ?
(A) 75% (B) 51% (C) 65% (D) 40%

Answer the following question in one sentence :
(1) What is a meeting ?

(2) List the types of company meeting.

(3) Write down the types meetings of shareholders.
(4) Write down the types of Directors’ meetings.
(5) Mention the duration the of notice of meeting.
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) What is meant by agenda ?
) What is quorum ?
) Who is known as chairman ?
) What is a Minutes book ?
0) Define voting.
1) What is proxy ?
12) What is a proposal ?
13) What are resolutions ?
3. Answer the following questions in short :
1) What is a Annual General Meeting ?
) Define notice of the meeting.
) State the objectives of the notice of a meeting ?
) Describe the contents of notice ?
) Who are given notice ?
)
)
)
)

(6
(7
(8
(9
(1
(1
(
(

When can a restriction be imposed on voting ?
Which details are included in Minutes ?
What is the purpose of voting by proxy ?
Mention the types of Resolutions.

10) What is a Ordinary Resolution ?

11) What is Special Resolution ?

4. Answer the following questions to the point :

1) Explain the concept of Company’s meeting.

2) State the types of Company’s meeting.

1

(
(2
(3
(4
(5
(6
(7
(8
(9
(
(

)
) Discuss the types of shareholders’ meeting.

) Give details of special meetings.

) Write a note on company director’s meeting.

) Discuss the meaning and objectives of notice for meetings.

) Discuss the duties of company secretary regarding notice of meetings.
) Mention the duties of company secretary regarding agenda.

) Write down the provisions of company law regarding quorum.

0) Mention the objectives of minutes.

11) State the provisions of the Companies Law regarding minutes.

5. Answer the following questions in detail :

) Explain in detail, the notice of a meeting.

) Write a note on quorum of the meeting.

) Discuss the qualifications and qualities of a chairman.

) Explain the powers and duties of the chairman.

) Write a note : ‘Minutes of the meeting’.
)
)
)

(
(
(3
(4
(5
(6
(7
(8
(9
(
(

Discuss the types of resolutions.
Write note : Special Resolutions.

(1
(2
(3
(4
(5
(6
(7
(8

Differentiate between ordinary resolutions & special resolutions.
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7 DISSOLUTION OF A COMPANY

What will you learn in this chapter ?
7.1 Meaning and Definition of Winding up of a
Company
7.1.1 Meaning
7.1.2 Definition
7.2 Modes of Winding up
7.2.1 Compulsory Winding up by Court/
Tribunal
7.2.1.1 Meaning
7.2.1.2 Ground of Compulsory
Winding up by the Court/
Tribunal
7.2.2 Voluntary Winding up
7.2.2.1 Meaning
7.2.2.2 Grounds of Voluntary
Winding up
7.2.3 VoluntaryWinding up by the Members
7.2.3.1 Meaning
7.2.3.2 Procedure of Voluntary
Winding up by Members
7.2.4 Voluntary Winding up by Creditors
7.2.4.1 Meaning
7.2.4.2 Procedure of Voluntary
Winding up by Members

Introduction

A Company is an artificial personality which
comes into existence by Law. It is a creation of
Law. Company does not have a physical existence,
so it cannot be ended naturally. Day to day
administration of a Company is done according to
Law. The company can be ended only by due
process of Law. For the winding up of a company,
a dissolution process has to be carried out. If
company is insolvent, it cannot be ended. A
Liquidation process and legal procedure is to be
followed only then the dissolution of company can
be achieved. Thus winding up precedes dissolution.
7.1 Meaning and Definition of Winding up

of a Company

7.1.1 Meaning : In general terms, winding
up is the process of bringing to an end the life of
a company. Winding up of a company means to
end the legal entity of a company. Creation of
Company and End of a company can be done
only through a legal process.

When a company is in liquidation it’s
corporate status and powers continue. A legal
existence is there. It’s assets are realized by a
liquidator, and its debts are paid out of the

proceeds of this realization and any balance remaining, is returned to its members as per provisions of
the Articles of Association.

7.1.2 Definition : As per Professor L.C.B.Gower “Winding up of a company is the process whereby

its life is ended and its property administrated for the benefit of its creditors and members.”

Thus, dissolution means bringing to an end the legal personality of a company. In a company

winding up precedes dissolution.
7.2 Modes of Dissolution/Liquidation/Winding up of a Company

To dissolve a company a winding up a process is followed. Generally, the economic condition of

a company is poor and it is not in a condition to pay its debt then it is decided to close down its
business or wind up. A company may be wound up under any of the following :

Modes up Winding Up/Liquidation
\

N N:
Compulsory Winding up Voluntary Winding up
\
J J
Voluntary Winding up ~ Voluntary Winding up
by Members by Creditors
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7.2.1 Compulsory Winding up by Court/Tribunal :

7.2.1.1 Meaning : Winding up of a company under an order of the Court/Tribunal is known as
compulsory winding up.

7.2.1.2 Grounds of Compulsory Winding up by the Tribunal : A court may order for
compulsory winding up of a company on the following grounds :

(1) Company Unable to Pay its Debts : If a company is unable to pay its debt, the court may
order the company to be wound up. If the economic condition of the company is poor but it has no
debts, in that case, court will not order for winding up. In most of the cases when Company is not able
to pay its debts, then an application is made in court for compulsory winding up.

(2) By Special Resolution : If by any reason a company passes a special resolution to Windup
Company by court than company may go for liquidation. Members of the company may pass special
resolution in General Meeting for liquidation of company. Directors of the company are authorized to
apply in court with copy of the special resolution. The Court, however, will pass an order for winding up
only after it justifies the need for it.

(3) Statutory Meeting and Report of Company : As per the Companies Act it is compulsory
to call a statutory meeting of the company and a report is to be submitted to the Company Registrar. If
company does not fulful this condition, then the Company Registrar or Shareholders may apply in tribunal.
Company Registrar has to seek permission with the Central Government before applying for winding up.
If statutory meeting is not called on a specified date, then after 14 days, shareholders and other contributors
may apply for winding up.

(4) Incorporation Certificate : If a company does not commence business within one year from its
incorporation or suspends its business for one year, the tribunal may order the company to be wound up.
If the tribunal finds satisfactory reason for suspension, it will not order for winding up.

Under following circumstances the tribunal may find staisfactory reason for suspension and will not
order for winding up.

(1) If the company has specified in the Memorandum of Association that business will be carried
out in India as well as outside of India and business is suspended in India then, it cannot be wound up.

(i1) If there is a possibility to carry out business in future then winding up order will not be forced.

(5) Reduction in Number of Members : If the number of members falls below the statutory
minimum, i.e. 7 in case of public company and 2 in case of a private company, the tribunal may order the
company to be wound up. Usually members initiate the winding up of the company. If the company contmnues
business after the reduction in numbers of members, for up to six months, and existing members are aware
of this fact they are responsible, personally, for all debts arise.

(6) The Sovereignty and Integrity of India : If a company has acted against the interest of the
sovereignty and integrity of India, or acted against the security of state, or acted against the friendly
relations with foreign states, the tribunal may order to wind up company.

(7) Just and Equitable Reasons : The tribunal has wide powers on the ground of just and
equitable reasons to winding up. The tribunal may order for winding up for the following reasons :

(i) If there is a total deadlock, and management of company is not possible;
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(i) The substratum (main purpose) has been lost due to any reason;

(i) The company is making loss continuously;

(iv) Where the company was formed to carry on a fraudulent or illegal business or the business of

the company becomes illegal by a change in law.

(v) If oppressions are done on minority in a company.

7.2.2 Voluntary Winding up : The Company, and the creditors or contributories, without going
to the tribunal, may decide for winding up of a company. In voluntary winding up, the company and it’s
creditors, company and its members, mutually decide on each other’s rights.

7.2.2.1 Meaning : Voluntary winding up means winding up at the insistence of the members of
the company, without any interference of the court.

7.2.2.2 Grounds of Voluntary Winding up/Dissolution/Liquidation :

(1) Duration of Company : A specifie period has been ascribed in the Articles of Association
for the formation of a company. A company may be wound up voluntarily by pasing of a resolution in
the General meeting on completion of this period.

(2) Occurrence : In the Articles of Association some events have been specified, on the occurrence,
of such event by passing an ordinary resolution in general meeting, a company may be wound up.

(3) Special Resolution : A company can be wound up by passing a special resolution even if it
is economically sound and capable of paying its debts.

7.2.3 Voluntary Winding up/Dissolution by Members :

7.2.3.1 Meaning : Where a company is solvent, it is able to pay its debts in full, the voluntary
winding up takes the form of members’ voluntary winding up. For this purpose ‘Declaration of solvency’
shall be made by Directors.

7.2.3.2 Procedure of Voluntary Winding up by Members :

(1) Declaration of Solvency : When a proposal of winding up is put forth by members, directors
have to make declaration of solvency and it is to be registered with the Registrar. Majority of the
directors have to make an affidavit for solvency. The declaration of solvency, not made in accordance
with the law, will make all proceedings null and void.

(2) Resolution : Directors of the company calls a General Meeting to pass a resolution for
winding up of a company.

(3) Announcement of Resolution : Where a company has passed a resolution for voluntary
winding up, it shall, within fourteen days of the passing of the resolution, give a notice of the resolution
by advertisement in the Official Gazette and also in a newspaper which is in circulation in the district
where the registered office of the company is situated.

(4) Appointment of Liquidator : A liquidator is appointed to follow the whole process of
liquidation. He administrates the financial matters of the company.

(5) Cessation of Powers : On the appointment of Company Liquidator, all the powers of the
Board of Directors, Managing Director and Managers shall cease.

(6) Notice to Registrar : The Company shall give notice to the Registrar of the appointment of
a Company Liquidator with the name and other required particulars within a specified time.
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(7) To Inform the Income Tax Officer : The Company shall inform the Income Tax Officer of
the appointment of a company Liquidator within 30 days of appointment.

(8) Re-Appointment of Liquidator : If, due to any reason, the post of the appointed Liquidator
is vacant then another person is appointed as Liquidator. Company Registrar shall be informed of new
appointment.

(9) Sale of Assets : The Company Liquidator by virtue of authority vested in him, collects the
assets and may sell them to facilitate smooth winding up.

(10) General Meeting of Members : Where the winding up proceedings continue for more
than one year the liquidator shall call a General Meeting of the company every year.

(11) Winding up of a Company : The company Liquidator calls the General Meeting. He presents
financial statements and reports of winding up. Report of the meeting is sent to the official liquidator.
Official Liquidator gives report to Tribunal. The tribunal may then take proper decision for winding up.

7.2.4 Voluntary Winding Up by Creditors :

7.2.4.1 Meaning : When a company is insolvent and the directors are unable to make the
declaration of solvealy, voluntary winding up is carried out by the creditors. This is called Creditors’
Voluntary Winding up.

7.2.4.2 Procedure of Voluntary Winding up / Dissolution by Creditors :

(1) Meeting of Members and Creditors : A company may be wound up voluntarily, the notice
to the creditors and members shall be sent, at the same time by post.

(2) Appointment of Chairman : One of the directors shall be appointed as chairman to preside
over the meeting of creditors.

(3) Resolution : A resolution shall be passed in the meeting of Creditors.

(4) Notice to Registrar : Notice of the resolution passed at the creditors’ meeting shall be given
by the company to the Registrar within a specific time.

(5) Appointment of Liquidator : The members and creditors may appoint liquidators in their
meeting. The person appointed by the creditors shall carry out the winding up process. If no person is
nominated by the creditors, the members’ nominee shall be the Liquidator.

(6) Remuneration of Liquidator : Remuneration of the liquidator is decided by the tribunal or
Committee of Inspection or in the meeting of creditors.

(7) Committee of Inspection : The creditors may appoint a committee of inspection to observe
the procedure of liquidation.

(8) Cessation of Powers : On the appointment of the Company Liquidator, all the powers of the
Board of Directors, Managing Director and Mangers shall cease.

(9) Re-Appointment of Liquidator : If, due to any reason, post of the appointed Liquidator is
vacant than another person is appointed as Liquidator. Company Registrar shall be informed of new
appointment.
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(10) Meeting of Creditors : Where the winding up proceedings continue for more than one
year the liquidator shall call general meeting of the creditors.

(11) Winding up : When the affairs of a company are fully wound up, the liquidator shall call a
meeting of the creditors and members. The liquidator shall present the report of the proceedings of
winding up. Such a meeting is the called by an advertisement in newspapers and Official Gazette. The
liquidator shall send conclusion of the meeting to Official Liquidator. The Official Liquidator submits a
report to the Court. The Court may order for dissolution from the date of report.

[ What you have learnt in this chapter ? }

Company is an artificial personality come into existence by law. Company is created
and ended only by law. To wind up company has to go through a process of winding up. In
this process liquidator is appointed and management is assigned to him. The liquidation process
and by the completion of procedures of law, a company is wound up.

Meaning and definition of liquidation process :

Meaning : With the completion of the Liquidation process in accordance with the
procedures of law a company is wound up.

Definition : As per Professor L.C.B.Gower “Winding up of a company is the process
whereby its life is ended and its property administrated for the benefit of its creditors and
members.”

Thus dissolution means bringing to an end the legal personality of a company.
Modes of liquidation/ winding up of a company :

(A) Compulsory winding up by the Court/Tribunal :

Meaning : Winding up of a company under an order of the Court is known as
compulsory winding up.

Grounds of compulsory winding up by the court : (1) Company unable to pay
its debt (2) By special resolution (3) Statutory meeting and report of company.
(4) Incorporation certificate (5) Reduction in number of members (6) The sovereignty
and integrity of India is violated (7) Just and equitable reasons- (i) total deadlock (ii)
Main purpose has lost (iii) Making loss continuously (iv) Illegal business. (v) oppressions
are done on minority.

(B) Voluntary winding up by members :

Meaning : Voluntary winding up means winding up at the insistence of the members
of the company, without any interference by the tribunal.

Grounds of voluntary winding up/liquidation : (1) Completion of duration of the
Company (2) Untowards occurrences (3) Special resolution
(i) Voluntary winding up by members :

Meaning : Where a company is solvent, it is able to pay its debts in full, the voluntary
winding up takes the form of members’ voluntary winding up.

Procedure of voluntary winding up by members : (1) Declaration of solvency
(2) Resolution (3) Announcement of Resolution (4) Appointment of liquidator (5) Cessation
of powers (6) Notice to Registrar (7) To inform Income Tax Officer (8) Re-appointment
of liquidator (9) Sale of assets (10) General meeting of members (11) Winding up of a

company

162
COMMERCIAL CORRESPONDENCE AND SECRETARIAL PRACTICE, STD. 12




(ii) Voluntary winding up by Creditors :

Meaning : Where a Company is insolvent and the declaration of solvency is not
made by the directors the voluntary winding up is decided to be carry out by creditors, this
is called as creditors’ voluntary winding up.

Procedure of voluntary winding up by Creditors : (1) Meeting of members and
creditors (2) Appointment of president (3) Resolution (4) Notice to Registrar (5) Appointment
of Liquidator (6) Remuneration of liquidator (7) Committee of Inspection (8) Cessation of
powers (9) Re-appointment of liquidator (10) Meeting of creditors (11) Winding up.

1.

2.

Exercise

Select a suitable option from the options given :
(1) Process prior to winding up means...
(A) process of amalgamation of company. (B) process of liquidation of company.

(C) process of merger of company. (D) process of incorporation of company.
(2) Who is authorized to apply for winding up of a company with a special resolution ?
(A) Creditors (B) Contributors (C) Directors (D) Members
(3) Which meeting is mandatory to be called as per the Companies Act ?
(A) Annual general meeting (B) Statutory meeting
(C) Extra ordinary meeting (D) Board of directors’ meeting
(4) Within how many years does a company have to start business after getting incorporated ?
A1 (B) 2 ©) 3 (D) 4
(5) For winding up, what is the minimum number of members for public company ?
(A) Less than 7 (B) Less than 2 (C) Less than 4 (D) Less than 10
(6) For winding up, what is the minimum number of members for private company ?
(A) Less than 7 (B) Less than 3 (C) Less than 2 (D) Less than 10
(7) Where is it mentioned that a company is incorporated for a specific period ?
(A) Memorandum of Association (B) Prospectus
(C) Articles of Association (D) Share certificate
(8) Who is prepares the declaration of insolvency ?
(A) Directors (B) Creditors (C) Member (D) Court
(9) Within how may days should an advertisement be given after passing resolution for liquidation ?
(A) 7 days (B) 10 days (C) 15 days (D) 14 days
(10) To whom does the official liquidator have to report ?
(A) Director (B) Tribunal (C) Members (D) Creditors
(11) Within how many days should the appointment of a liquidator be informed to the Income Tax
Officer ?
(A) 15 days (B) 30 days (C) 7 days (D) 14 days

Answer the following question in one sentence :

(1) How is a company created and how does it come to an end ?
(2) Give the meaning of compulsory liquidation by tribunal ?

(3) When does a company decide to close business ?

(4) Who has the right to apply for liquidation ?

(5) When does the management of a company becomes difficult ?
(6) What is voluntary liquidation ?

(7) Give the meaning of voluntary liquidation by members.

(8) How and where has the advertisement to be given for liquidation ?
(9) Why is an investigation committee appointed ?

(10) Whose power is ceased after appointment of liquidator ?
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3. Answer the following questions briefly :
(1) Give the meaning and definition of liquidation by members of company ?
(2) Write down the modes of liquidation.
(3) Explain statutory meeting and report of company.
(4) Write down just and equitable reasons for compulsory liquidation.
(5) Explain advertisement of resolution in the process of voluntary winding up.
4. Answer the following questions point wise :
(1) Discuss, in detail, the circumstances for voluntary liquidation.
(2) Discuss, in detail, the circumstances for compulsory liquidation by tribunal.
(3) Discuss, in detail, the procedure for voluntary liquidation.
(4) Give the meaning and procedure of voluntary liquidation by creditors.
°
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L ISSUE OF S S | Syndicate  : They are members. of recognised stock
. members exchange on which the shares are
: Application Supported by Blocked Amount proposed to be listed. They are important
: Securities and Exchange Board of India intermediaries in a publlc issue. Company
: gﬁtei:rll:}?ib??le(:)ffer appoints them for public issue of shares.
: Initia ic
: Follow on Public Offer I 2. TRANSFER AND TRANSMISSION OF SHARE
: Investors whose share application . s 1 .
money does not exceed Z 2,00,000 Demat Share : ].';lematerlahzedshgewl;erephysll::al sha_res
: Individual investor whoseshareapplication sharesare converti toelectronic formation
money exceeds ¥ 2,00,000 PSU : P“b_hc Sector Unit _ o
- Institutions like Bank, Mutual NSDL : National Securities Depository Limited
Fund, Financial Institutions etc. who apply CDSL : Central Depository Services (India) Limited
for shares and other securities. Instruction : A booklet issued by DP’s agent to Demat
: Dematerialised form of physical shares. Slip Holder to authorize selling and purchasing
: Bank account opened by a bank of shares.
for a specific purpose. e.g. for Transfer : To voluntarily waive rights of share to
distribution of dividend, for issue of shares of Shares  others.
 Institution or company which is authorised Receiver/  : In case of death, insolvancy, lunacy of
to open Qemat account and maintain Administrator share holder, court appoints representative
securities in dematerised form. known as Receiver or Administrator
: Representatives of depository who are . '
recognised by depository to open demat Transmission : Compulsory transfer of shareof Share
accounts. Generally they are recognised | 4. MEMBERSHIP |
sharebrokers and financial institutions.
: Intermediary who completes all HUF : Hindu Undivided Family
legal procedures for issue of shares on I 5. DIRECTORS OFA COMPANY |
behelf of the company. -
: It is a process of share issue, under which BOD : Board of Directors
the price of shares issued is not decided DIN : Directors Identification Number
in advapce but bids are invited between MD : Managing Director
floor price and cap price decided by the SHRC : Stake Holders Relation Committee
company. The price, for which highest MA . Memorandum of Association
number of bids are received, is decided as AA . Articles of Association
issue price of shares. . ) . . .
 The period during which there is restriction Listed : A Company registered in recognized
on free trade of shares issued. Company  share market )
: The issue price of shares is not decided in Insider : Transactions are done on secret informa-
advance before issue of shares in a public Trading tion of company
issue made under book building process. 6. THE MEETINGS OFTHE COMPANY
However, the company decides the floor
price and the cap price of shares. Bid is the FAGM : First Annual General Meeting
pric_e: _of share offer_e:d by bidders_ except AGM : Annual General Meeting
retail investor at which they are willing to EGM : Extra Ordinary General Meeting
buy the shares is called as bid.
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