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Sec 206: Power to call for information, inspect books and conduct inquiries 
Why provision is made? 

To give power to inspect the affairs of a company in case of suspicion that the affairs are not managed as per 
sound business practices or are fraudulently managed. 

Applicable to: 
All companies 

Compulsory points (To be written in every answer) 
1. ROC can demand the documents from the company for scrutiny. If the documents submitted are not found 

sufficient, the ROC has power to demand further information. 
2. The ROC may give a written notice on the Company to demand the documents, information and explanation 

as required. 
3. On receipt of notice it is the duty of the Company & the officers to supply required information to ROC within 

time allowed in notice. 
4. In case of past information is required by ROC then ex-officers who were in-charge of such information may 

also be called. 
5. The ROC has power to call for further information or books or records and record reasons for the same in 

writing if: 
a. Information/ explanation are not furnished to the ROC within the time specified. 
b. ROC is of the opinion that the information/ explanation furnished is inadequate/ false. 

6. ROC can demand inspection at specific place, time and day. 
7. The ROC may serve written order demanding answers for the following questions and conduct its inquiry: 

a. Whether business is carried fraudulently? 
b. Whether business is carried for unlawful purpose? 
c. Whether complaints of the investors are resolved properly? 

8. In such situation the CG will allow the ROC to appoint an officer to conduct the inquiry. 
9. If it is proved that the business of the Company is being carried on fraudulently the officer in default will be 

liable to penalty u/s 447, under which penalty shall be the amount of fraud or upto 3 times the amount of 
fraud. 

10. If the circumstances so require, the CG may require the Inspector to conduct an inspection of the books and 
papers after conducting the inquiry. 

11. If CG thinks necessary it can by general or special order direct the inspection by any statutory Authority of 
the books of specific class of companies. 

Optional Points (write only if asked) 
Contravention: If company fails to furnish any information or explanation or produce any document required 
under this section – The company and every officer in default shall be punishable with a fine which may extend 
to Rs. 1 Lac. 
In case of a continuing failure - Additional fine which may extend to five hundred rupees for every day after the 
first during which the failure continues shall be imposed. 

Bomber 
1. When a company becomes a partner in the firm, it gets right under section to inspect and copy any of the 

books of the firm and to make them available to the inspecting officer.  
2. The inspecting officer can seek information about the company’s joint ventures with other bodies that are not 

companies as the intention is to provide as much relevant information as possible to Government.  
 

Case Laws 
Standard Brands Ltd: Where a company was consistently violating provisions of act and carrying on substantial 
business, Registrar was competent to take steps for investigation of affairs of company. 
C.V. Karuppunni v. Joint Director, Inspection, company law board :  In case the person concerned is required to 
inspect books and documents other than the books of account and other books and papers including Ledgers and 
vouchers, he should seek appropriate directions from the NCLT. 
Coimbatore Spg. & Wvg. Co. Ltd. v. M.S. Shrivasan : It is not necessary that sole object of operation complained 
of should be fraudulent or unlawful. It is sufficient if one of objects (not necessarily the dominant object) is 
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fraudulent or unlawful. 
 

Sec 207 : Conduct of inspection and inquiry 
Why provision is made? 

Provides powers to conduct inspection and that can be exercised on every officer or employee of the company. 
Applicable to: 

All companies 
Compulsory points (To be written in every answer) 

1. If the ROC or the inspector appointed by ROC u/s 206 calls for information or books the officers of the 
company shall comply with the duty as follows.  
a) Produce all required documents to ROC; 
b) Give information and explanation in the required form to ROC; 
c) Give all assistance to inspector and ROC regarding inspection. 

2. ROC and inspector for inspection of books can : 
a) Take duplicate copies of the books; 
b) If any books are inspected then mark them as inspected.  
This will save the duplication of work of inspection and the books need not be removed from the registered 
office of the company. 

3. The inspector appointed by ROC/CG for the purpose of the inspection will have all the powers of the civil court 
as follows: 
a) Discovery and the production of books of accounts and other documents at required time and the place. 
b) Calling a person or witness and make him take an oath for any true fact and sign an affidavit. 
c) Inspection of any books, papers or documents including concealed documents relating to company at any 

other place. 
Optional Points (write only if asked) 

Contravention of this section can be made by company or officers as follows: 
a) Disobeying the directions of ROC /Inspector. b) Not providing the information required.  
c) Not following the required procedure d) Not to attend when called up. 

Consequences will be applicable: 
a) Imprisonment upto 1 year; b) Fine of Rs. 25,000 to Rs. 1 lakh. 
c) Vacation of office from the date the director or 

officer in default is convicted. 
d) Not be able to hold any office at any other 

company from the date of conviction till the date 
decided by ROC or Inspector by an order. 

 

 

Sec 208: Report on inspection made 
Why provision is made? 

As the power of investigation lies with the CG, the ROC and inspector can make recommendation to CG regarding 
the same under this section by providing reports on facts and discrepancies. 

Applicable to: 
All companies. 

Compulsory points (To be written in every answer) 
1) After making the inspection u/s 206 & exercising the powers u/s 207, the ROC or the inspector shall make 

report to CG.  
2) The report shall be made with supporting documents. 
3) If the ROC or the inspector based on the inspection thinks that further investigation shall be made in the 

company to find the fraud or mismanagement, then ROC or inspector shall mention such facts in report and 
make recommendation to CG for conducting investigation along with reasons and evidences for the same. 

Sec 209: Search and seizure 
Why provision is made? 

In the above case there is requirement of power to seize the books and keep them safe. Provides power on 
compliance of specific given conditions and the power to seize books when deemed fit. 

Applicable to: 
All companies. 

Compulsory points (To be written in every answer) 
1. If the ROC is of any of the following opinion, then it can seize the books of the company or any officer of the 
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company. 
a. The book will be destroyed. b. The book will be mutilated. 
c. The book will be altered. d. The book will be secreted. 
e. The book will be falsified. 

2. On the basis of the above facts the ROC can seize the books as per following process: 
a. ROC shall take prior approval of the special court for seizure of books. 
b. Enter the premises or places where the books are kept. 
c. Allow the company to take the copies, extracts of the books first. The cost shall be borne by company. 
d. Seize the books of the company after company finished to take the copies of the same. 

3. Returning the books seized: 
a. The ROC shall return the books to the company within 180 days of seizure. 
b. If the ROC further requires the books it can call the books for further 180 days by making an order in 

writing. 
c. The ROC and inspector can take the copies of the books or take the extracts from the same or mark them 

as identified or verified or do any other act regarding the books as required and return the same to the 
company. 

Optional Points (write only if asked) 
The provisions of the code of criminal procedure, 1973 relating to searches or seizures shall apply, mutatis 
mutandis, to every search and seizure made under this section. 

Sec 210: Investigation into the affairs of company 
Why provision is made? 

The provision is made to define the circumstances of the investigation and the powers of CG regarding the same.  
Applicable to: 

All companies. 
Compulsory points (To be written in every answer) 

1. The CG may order the investigation of the company based on the following points. 
a. On the report (including recommendations) made by inspector or ROC u/s 208. 
b. If the members pass the GM-SR for conduct of the investigation. 
c. CG may suo motu start investigation in the company in public interest. 

2. Where an order is passed by court or the Tribunal in any proceeding before it that the affairs of the company 
ought to be investigated, the central government shall order an investigation into the affairs of the company. 

3. The CG can appoint officers or persons for: 
a. Inspecting or investigating into affairs of the company. 
b. Reporting after conducting and completing the investigation. 

Sec 211: Establishment of SFIO 
Why provision is made? 

To empower the Government to constitute the Authority for investigations. 
Applicable to: 

All Companies 
Compulsory points (To be written in every answer) 

1. SFIO stands for Serious Fraud Investigation Office which shall be established by the CG by notification to 
investigate frauds relating to a company. 

2. SFIO shall consists of directors and experts appointed by CG having experience in the following fields: 
i.Banking ii. Corporate affairs 

iii.Taxation iv. Forensic Audit 
v.Capital Markets vi. Information Technology 

vii.Law  viii. Such other fields as 
prescribed 

3. CG shall appoint a Director in the SFIO, who shall be an officer not below the rank of a Joint Secretary to the 
GOI having knowledge and experience in dealing with matters relating to corporate affairs. 

4. CG may appoint such experts and other officers and employees in the SFIO as it considers necessary for the 
efficient discharge of its functions under this Act.  

5. The terms and conditions of service of Director, experts, and other officers and employees of the SFIO shall be 
such as may be prescribed. 

Optional Points (write only if asked) 
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Companies (Inspection, Investigation & Inquiry) Rules 2014 
Rule 3: Appointment of persons having expertise in various fields -CG may appoint persons having expertise in 
the fields of investigations, cyber forensics, financial accounting, management accounting, cost accounting and 
any other fields as may be necessary for the efficient discharge of SFIO functions under the Act. 
Rule 4:  Terms and Condition of service of:  
a. Appointment of Director shall be governed by the deputation rules under the Central Staffing Scheme of 

Government of India (GOI); 
b. Experts and other officers & employees from the CG or the CG or Union territory Government, Public Sector 

Undertaking, Autonomous Bodies and such other organizations shall be as per the recruitment rules which 
may be duly notified by the Central Government under article 309 of the Constitution of India; 

CG may appoint experts or consultants or other professionals or professional firms on contractual basis as per 
the scheme of engagement of experts or consultants which may be duly approved by CG. 

Cross Ref. 
Companies (Inspection, Investigation & Inquiry) Rules 2014: Rule 3 & Rule 4 

Sec 212 : Investigation in the affairs of the Company by SFIO 
Why provision is made? 

This provision gives insight into “Investigation ordered by the CG”, the grounds for it, and Reporting and 
Prosecution arising from it. 

Applicable to: 
All Companies 

Compulsory points (To be written in every answer) 
1. The Investigation shall be called upon under this Section by CG through SFIO by appointing such number of 

officers as required: 
a. on receipt of a report of the Registrar or Inspector under section 208; 
b. on intimation of a GM-SR that its affairs are required to be investigated; 
c. CG can pass order suo motu in public interest; or 
d. on request from any Department of the CG or a SG based on supporting evidence. 

2. The number of Inspectors assigned for investigation shall be decided by the Director of SFIO. 
3. If the investigation is passed by CG to SFIO then any other agency of the CG or SG shall not investigate such 

case, or if it already investigating it should stop the same & pass relevant documents thereto to the SFIO. 
4. SFIO shall conduct Investigation in the manner and procedure provided in this Chapter and report to CG within 

period as ordered by CG. 
5. Investigating Officer as appointed by Director shall have powers u\s 217 to investigate the affairs of the 

company. 
6. The company, its officers and employees shall cooperate by giving requisite information & assistance to the 

Investigation Officer when called upon. 
7. Any person who attracts punishment u/s 447 or 448 for fraud under offences listed in Sec 212(6) shall not be 

released on bail, or his own bond. But, if the Public Prosecutor has been given opportunity to oppose bail 
application and the Court is of opinion that person is not guilty and won’t be committing any offence whilst on 
bail, and then such person can be given bail. 

8. Special Court can also grant bail to person who is under 16 years or woman or sick or infirm. 
9. Special Court will NOT entertain any case under this section UNLESS the application is made by following 

persons:  
a. Director of SFIO or  
b. Officer authorized by CG  
in writing. 

10. The Director of SFIO has reason to believe that a person is guilty and punishable, ARREST such person 
and as soon as possible and inform arrested person of the grounds of arrest. 

11. Record in writing the reason of believing that such person is guilty and forward to SFIO the “material” 
which gives him reason to believe that person is guilty in a sealed envelope. 

12. Person arrested shall within 24 hours (excluding travel time from arrest to court) be presented with 
Judicial or Metropolitan Magistrate. 

13. CG may require Interim Report from SFIO too. Once Investigation is done, Investigation Report thereof is to 
be submitted to CG by SFIO. 

14. Investigation report filed with Special Court will be assumed to be filed by Police Officer u/s 173 of Code of 
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Criminal Procedure, 1973. 
15. After examining Report and taking legal advice, CG may direct SFIO to initiate prosecution of : 

a. Company 
b. Officers & Employees (who are or were employed) 
c. Person directly or indirectly connected with affairs of Company 

16. SG, Police, Income Tax, and other agencies shall assist SFIO with information related to offences investigated 
by SFIO, and vice versa. 

 

Sec 213: Investigation into company’s affairs in other cases 
Why provision is made? 

This provision gives insight into Investigation in cases other than those which are already covered by the 
preceding sections. 

Applicable to: 
All Companies 

Compulsory points (To be written in every answer) 
1. The Investigation under this section is ordered by the Tribunal. Inspector(s) shall be appointed by CG. 
2. Application is made to the Tribunal by following number of Applicants along with evidence that there is need 

for investigation: 
a. In case of Company with Share Capital: 

i. Not less than 100 members , or 
ii. Members holding not less than 1/10th of total voting power. 

b. In case of Guarantee Company: 
Not less than 1/5th of the members on Company’s Register of members. 

c. In case application is made by persons other than above, Tribunal shall first be satisfied that: 
i. the business of the company is being conducted with intent to defraud, or for a fraudulent, or unlawful 
purpose, or the Company was “formed” for that purpose  
ii. persons involved in the formation of the company or management have been guilty of fraud, 
misfeasance or other misconduct towards the company or towards any of its members; or  
iii. the members of the company have not been given information including that relating to the calculation 
of the commission payable to a M.D. / Officer / Manager. 

3. Tribunal shall order Investigation after giving Opportunity to be heard to both parties 
4. On Report, the guilty persons shall be dealt with under section 447 in case: 

i. the business of the company is being “conducted” with intent to defraud, or for a fraudulent, or unlawful 
purpose, or the Company was “formed” for that purpose  

ii. persons concerned in the formation of the company or management have been guilty of fraud. 

Sec 214: Security for payment of costs and expense of Investigation 
Why provision is made? 

To provide for financial burden on Applicants so as to discourage unfounded Complaints, and meet charges 
related to Investigation. 

Applicable to: 
All Companies & All Applicants 

Compulsory points (To be written in every answer) 
1. Security is applicable to only 2 investigations: 

i. u/s 210(1)(b) made by CG 
ii. u/s 213 made by Tribunal. 

2. Security to be given before CG appoints Inspector(s) in either case. 
3. Security shall not exceed 25,000/- 
4. If post Investigation, there is any prosecution, the amount shall be refunded to the Applicant. 
5. In case of Investigation  u/s 210(1)(b) made by CG the Security Amount differs as follows: 

i. Turnover < 50 Crore – Rs. 10,000/- 
ii. Turnover 50 to 200 Crore – Rs. 15,000/- 

iii. Turnover>200 Crores -  Rs. 25,000/- 

Sec 215: Firm, Body Corporate or association not to be appointed as inspector/ only 
individual to be inspector. 

Why provision is made? 
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CG/ CLT/ ROC being Artificial persons cannot think or work on its own. Thus, there is a need for an individual to 
be an Inspector. 

Applicable to: 
Firm, Body Corporate or Association shall not be appointed as Inspectors. Only individuals can be appointed as 
Inspector. 

Sec 216: Investigation of ownership of company 
Why provision is made? 

To help find out the actual culprit behind the fraud, misfeasance, etc. by investigating the owners of the 
Company as they are the ones who will actually benefit due to such acts. 

Applicable to: 
All Companies 

Compulsory points (To be written in every answer) 
1. The CG may appoint inspector to report on the membership of the Company to determine the true persons: 

a. Who will be financially interested in the success or failure, whether real or apparent, of the Company or 
b. Who are able to materially influence or control the policy of the company. 

2. The Tribunal may also direct the CG for appointment of an inspector for such investigation & reporting.  
3. The CG can decide the scope of investigation viz. 

a. Matter b. Period of investigation 
c. Investigation in case of shares or debentures  

4. Powers of the Inspector extend to Investigation of any circumstances suggesting any undertaking which can 
be legal or illegal, binding or not binding by law and relevant for investigation. 

Sec 217: Procedures, powers, etc. of inspectors 
Why provision is made? 

To define powers of the inspector and procedure for the same. 
Applicable to: 

All companies 
Compulsory points (To be written in every answer) 

1. Duty of all officers, employees and agents of the company in case of investigation: 
a. Maintain & give to inspector all books and papers of the Company  
b. Assist Inspector for the purpose of investigation in a way reasonably possible. 

2. Inspector may demand the books of any Body Corporate for collecting the information during investigation.  
For this, the inspector shall have proper reason to demand the books. 

3. It is the duty of such company to produce all such books to the Inspector & the duty of Inspector to return the 
books he received within 180 days from the day he received the same. 

4. If the inspector further requires the books then he may further demand the same for the purpose of the 
investigation for 180 days by making order in writing. 

5. An Inspector may examine on oath any person referred to above and with prior approval of CG in case of any 
other person in relation to the affairs of the Company and require them to appear in person. However, in case 
of investigation u/s 212, the prior approval of Director, SFIO shall be sufficient. 

6. The matters examined on oath shall be written & signed by the person and & may be used in evidence against 
him. 

7. The Inspector shall have all powers as are vested in Civil Court of Code of Civil Procedure, 1908 while trying a 
suit: 
a. Discovery and production of books of account & other docs at such place & time as may be specified by 

such person. 
b. Summoning & enforcing the attendance of persons and examining them on oath; & 
c. Inspection of books, registers & other documents of the Company at any place. 

8. The CG may enter into an agreement with the Government of a Foreign State for reciprocal arrangements to 
assist in an inspection, inquiry, or investigation under this Act or under the corresponding law in force in State. 
The application be made subject to such modifications, exceptions, conditions & qualifications as may be 
deemed expedient for implementing the agreement with that State. 

Optional Points (write only if asked) 
Contravention & Consequences: 
1. Any person who does not comply with the requirements of the ROC or the he will be liable to: 

a. Jail upto 1 year & 
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b. Fine of Rs. 25,000 to Rs. 1,00,000 & 
c. Vacate office and be deemed to be disqualified from holding office in any other Company. 

2. If any person fails without cause or he refuses to: 
a. Produce books or papers which are under his duty to producer; or 
b. Furnish information which is his duty to furnish; 
c. Appear before inspector personally to take oath; or  
d. Answer the question of inspector; or  
e. To sign the affidavit for his oath. 
Then he shall be liable to: 
a. Jail upto 6 months; and  
b. Fine of Rs. 25,000 to Rs. 1,00,000; and 
c. Fine of Rs. 2000 per day for every day of continuation of offence. 

Sec 218:  Protection of employees during investigation 
Why provision is made? 

To protect employees from unnecessarily being harassed in the course of Investigation. 
Applicable to: 

All Companies 
Compulsory points (To be written in every answer) 

1. If during the course of Investigation or pendency of any proceeding it is proposed to discharge or suspend any 
employee; or to punish (i.e. dismiss, remove, reduce rank) or change the terms of employment to employee’s 
disadvantage, the same shall be done by permission of Tribunal only. 

2.  The proposed actions shall be conducted only if the Tribunal permits or if no objection is received from 
Tribunal within 30 days of application. 

3. If the company, other body corporate or person concerned is dissatisfied with the objection raised by the 
Tribunal, it may, within a period of 30 days of the receipt such objection, prefer an appeal to NCLAT in such 
manner and on payment of such fees as may be prescribed. 

4. The decision of the Appellate Tribunal on such appeal shall be final and binding on the Tribunal and on the 
company, other body corporate or person concerned. 

5. This section shall have an overriding effect on all other law for the time being in force. 

Sec 219: Power of inspector to conduct investigation into affairs of related companies, etc. 
Why provision is made? 

To give powers to investigate in related companies and the persons to trace entire matter of fraud when there is 
high suspicion about the involvement of related companies in case of fraud. 

Applicable to: 
All companies 

Compulsory points (To be written in every answer) 
The Inspector investigating the Company, may on CG approval, extend  investigation into affairs of: 
1. A body corporate which is the Investigated Company’s  

i. Holding Company, or 
ii.  Subsidiary Company, or  
iii. Subsidiary of its Holding Company 

2. A Body Corporate whose M.D. or Manager was also M.D. or manager of the Investigated Company. 
3. A Body Corporate whose BOD comprises of nominees of Investigated Company. 
4. A Body Corporate whose BOD is accustomed to act under directions of Investigated Company or it’s Directors. 
5. Any person who is or has been the Investigated Company’s: 

i. M.D 
ii. Manager 
iii. Employee 

6. Such investigation shall be carried if results thereof are relevant to Investigation of the Company for which he 
was initially appointed.  

7. Inspector should have been appointed u/s 210/212/213. All the above relations under 1. to 5. shall be existing 
at “relevant time” of Investigation. 

Sec 220 : Seizure of documents by Inspector 
Why provision is made? 

To clarify the procedure for seizure of documents in case of undergoing Investigation.  



Chapter 4 Inspection & Inquiry & Investigation 

 

 
© CA Darshan D. Khare 

4.8 

Applicable to: 
All Companies 

Compulsory points (To be written in every answer) 
1. The Inspector shall have ground to believe that books and papers relating to Company, Body Corporate, M.D. 

or Manager are likely to be destroyed, mutilated, altered, falsified or secreted. 
2. The Inspector may then: 

a. Enter the place(s) where such books and papers are kept; and 
b. Seize them as necessary; and 
c. Allow the Company to make requisite copies thereof 

3. The Inspector can hold these books upto conclusion of Investigation. 
4. The books shall thereafter be returned from where and whom they were seized. 
5. Before returning these, the Inspector can make copies and affix identification marks thereon.  

Sec 221: Freezing of assets of Company on Inquiry and Investigation 
Why provision is made? 

In order to curb unethical use of assets of the company in specific cases. 
Applicable to: 

All Companies 
Compulsory points (To be written in every answer) 

1. Reference shall be made to the Tribunal for obtaining order under this section. 
2. Reference shall be made : 

i. By Central Government; or 
ii. In connection to any inquiry or investigation; or  
iii. Complaint by specified number of members u/s 244(1); or  
iv. Creditor having at least Rs. 1,00,000/- outstanding; or 
v. Any person with grounds to believe that assets will be used prejudicially to stakeholders’ interests. 

3. The Tribunal may order restrictions like no transfer, removal, disposal of assets, funds, properties upto max 
of 3 years. 

4. Failure to comply attracts: 
i. To Company- Fine of Rs. 1,00,000/- to  Rs. 25,00,000/- 
ii. To Defaulting officers-  Fine  Rs. 50,000/- to  Rs. 5,00,000/- 
                                           Imprisonment to 3 years 
                                           Or both 

Sec 222: Imposition of Restrictions upon Securities 
Why provision is made? 

In order to aid investigations w.r.t. Securities issued of the company. 
Applicable to: 

All Companies 
Compulsory points (To be written in every answer) 

1. The Tribunal in connection to any investigation u/s 216; or on a complaint by any person has reason to find 
out “facts about securities issued or to be issued”. 

2. Also, it feels that prior restrictions are needed for finding out such “facts”. 
3. Then, for a maximum of 3 years, the Tribunal can impose such restrictions. 
4. Failure to comply with “restrictions” attracts: 

i. To Company- Fine of Rs. 1,00,000/- to  Rs. 25,00,000/- 
ii. To Defaulting officers- Fine Rs. 25,000/- to Rs. 5,00,000/- or  Imprisonment to 6 months or Both. 

Sec 223: Inspector’s Report/ Investigation Report 
Why provision is made? 

To give legality to the Report of the Inspector. 
Applicable to: 

All Companies 
Compulsory points (To be written in every answer) 

1. This section is not applicable to Investigation by SFIO. 
2. On conclusion of Investigation, the Inspector is bound to file “Final Report” thereon. 
3. If directed by CG, he may also be needed to file “Interim Report”. 
4. The Report shall be Written or Printed as the CG directs. 
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5. Copy of Report can be obtained through application to CG. 
6. To be admissible as legal evidence, Report shall be authenticated. 
7. “Authentication” can be by 

i. Seal of the Company so Investigated. 
ii. Certificate of Public Officer having custody of Report. 

Sec 224:Actions to be taken pursuant to inspector’s Report 
Why provision is made? 

To detail the steps which follow in the aftermath of a Investigation Report. 
Applicable to: 

All Companies 
Compulsory points (To be written in every answer) 

1. If Investigation Report names any person guilty and criminally liable to CG, such person shall be prosecuted. 
2. Officers and Employees are bound by this section to assist CG in prosecution. 
3. On basis of a Report u/s 223 if it expedient so to do, and 

If circumstances exist as mentioned u/s 213, (i.e. formation and/or conduct of Company is fraudulent) 
Then , the CG shall authorize to be presented to Tribunal: 
i. Petition for winding up on ‘just and equitable’ grounds, or 
ii. Application u/s 241, or 
iii. Both. 
Unless, such winding up is already ordered. 

4. Where any company/ body corporate, whose Investigation Report, requires proceedings for: 
i. Recovery of damages in respect of fraud, misfeasance or other misconduct in promotion, formation or 

management; or 
ii. Recovery of property, misapplied or wrongfully retained, 

Then the CG shall itself bring such “proceedings for winding up”. 
5. The CG shall be indemnified for cost and expenses of proceedings by Company/Body Corporate. 
6. Where Investigation Report states fraud has taken place, and it benefited unduly any Director, KMP, other 

Officer, Person or Entity, the CG may file to Tribunal for disgorgement (to get rid) of such benefit from the 
beneficiary. And to hold them personally liable without limitation. 

Sec 225: Expenses of Investigation 

Why provision is made? 
To provide for the payment of costs of different nature, and clarify the doubt as to who is liable to pay for it. 

Applicable to: 
All Companies 

Compulsory points (To be written in every answer) 
1. Expenses of Inspection shall be paid firstly by the CG. 
2. Expenses referred in this section do not include Security provided u/s 214 which is borne by Applicant 

(refunded to them if end result is Prosecution). 
3. The Expenses shall later be reimbursed to CG by : 

i. Person who is convicted in prosecution, or ordered to pay damages, or restore property. “Extent” shall be 
determined by the court itself. 

ii. Any Company or Body Corporate on whose name the proceedings are brought. “Extent” shall be sum 
recovered. 

iii. If ‘prosecution’ did not result out of investigation: 
a. Company, M.D., Manager dealt with by the Report, and 
b. Applicants (where Inspector was appointed u/s 213). 

Sec 226: Voluntary Winding Up not to stop Investigation 

Why provision is made? 
To categorically state that Winding Up shall not be solution to correct offences committed and Investigation shall 
proceed as normal even in Winding Up and offenders shall be liable for those offences. 

Applicable to: 
All Companies 

Compulsory points (To be written in every answer) 
1. The Investigation shall not be stopped on grounds that: 

i. Application for relief in cases of Oppression u/s 241 is made; or 
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ii. Special resolution is passed by the Company for voluntary Winding Up; or 
iii. Proceedings for Winding Up are pending at the Tribunal. 

2. Where the proceeding was pending at the Tribunal, if Winding Up order is passed, the Tribunal shall be 
informed about the pendency of the Investigation by the inspector.  

3. The director or employee of Company cannot be absolved from participating in investigation, or any liability 
arising therefrom, just by virtue of Winding Up order being passed. 

Sec 227: Legal Advisors and Bankers not to disclose certain information 
Why provision is made? 

To maintain and protect the lawyer-client privileges. Such that they are in no responsibility to disclose the privy 
information. Hence making it possible to seek proper counsel. 

Applicable to: 
All Companies 

Compulsory points (To be written in every answer) 
The following shall NOT be disclosed to Tribunal, CG, Registrar, or Inspector: 
i. Any privileged communication made to a legal advisor in that capacity, shall not be disclosed by that legal 

advisor. 
ii. Bankers of any Company, Body Corporate or other person shall NOT disclose the affairs of ANY OTHER of their 

customers. 

Sec 228: Investigation, etc, of foreign companies 

Why provision is made? 
To avoid separate Act and provisions needed to cover and deal with Foreign Companies 

Compulsory points (To be written in every answer) 
The Chapter applies to the Inspection, Inquiry or Investigation of foreign companies too. 

Sec 229: Penalty for furnishing false statement, mutilation, destruction of documents 
Why provision is made? 

To provide course of action to deal with a severe matter of defacing of document. 
Compulsory points (To be written in every answer) 

The following offences shall be dealt with u/s 447: 
i. A person who does or is party to destruction, mutilation, falsification, concealment, tampering, unauthorized 

removal of documents relating to property, assets or affairs of the Company. 
ii. A person who makes or is party to making of false entry in any document concerning the Company. 
iii. A person makes explanation knowing it to be false. 


