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(b)  The Serious Fraud Investigation Office shall share any information or documents available with it, with any 

investigating agency, State Government, police authority or incometax authorities, which may be relevant 

or useful for such investigating agency, State Government, police authority or income-tax authorities in 

respect of any offence or matter being investigated or examined by it under any other law. 

 

 

213 INVESTIGATION IN TO COMPANY’S AFFAIRS IN OTHERCASES                                                                                                                                                                  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The Tribunal may,— 

(a)  on an application made by members— 

(i)  in the case of a company having a share capital, not less than 100 members or members holding not 

less than 1/10th of the total voting power; or 

(ii)  incase of a company having not share capital, not less than 1/5th of the persons on the company’s 

register of members and supported by such evidence as may be necessary for the purpose of showing 

that the applicants have good reasons for seeking an order for investigation of the affairs of the 

company; or 

(b)  on an application made to it by any other person or otherwise, if it is satisfied that there are circumstances 

suggesting that— 

(i) the business of the company is being conducted  

 with intent to defraud its creditors, members or any other person; or  

 for a fraudulent or unlawful purpose; or  

 in a manner oppressive to any of its members; or  

 that the company was formed for any fraudulent or unlawful purpose; 

(ii)  persons concerned in the formation of the company or the management of its affairs have in 

connection therewith 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 all the information with respect to its affairs which 

they might reasonably expect, including information relating to the calculation of the commission 

payable to a managing or other director, or the manager, of the company,  

 

order, after giving a reasonable opportunity of being heard to the parties concerned that the affairs of the 

company ought to be investigated by an inspector or inspectors appointed by the Central Government and 

where such an order is passed, the Central Government shall appoint one or more competent persons as 

inspectors to investigate into the affairs of the company in respect of such matters and to report thereupon 

to it in such manner as the Central Government may direct: 

Provided that if after investigation it is proved that— 

(i)  the business of the company is being conducted with intent to defraud its creditors, members or any other 

persons or otherwise for a fraudulent or unlawful purpose, or that the company was formed for any 

fraudulent or unlawful purpose; or 

(ii)  any person concerned in the formation of the company or the management of its affairs have in connection 

therewith been guilty of fraud, then, every officer of the company who is in default and the person or 

persons concerned in the formation of the company or the management of its affairs shall be punishable for 

fraud in the manner as provided in section 447. 

 

214 SECURITY FOR PAYMENT OF COSTS AND EXPENSES OF INVESTIGATION 

 Where an investigation is ordered by the Central Government in pursuance of clause (b) of sub-section (1) of section 
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210, or in pursuance of an order made by the Tribunal under section 213, the Central Government may before 

appointing an inspector under subsection (3) of section 210 or clause (b) of section 213, require the applicant to give 

such security not exceeding 25,000 rupees for payment of the costs and expenses of investigation as per the criteria 

given below- 

 

Sr No. Turnover as per previous year balance sheet (`) Amount of security (`) 

1 Turnover upto ` 50 crore ` 10000 

2 Turnover more than ` 50 crore and upto 200 crore ` 15000 

3 Turnover more than ` 200 crore ` 25000 

The security shall be refunded to the applicant if the investigation results in prosecution. 

 

215 FIRM, BODY CORPORATE OR ASSOCIATION NOT TO BE APPOINTED AS INSPECTOR 

 No firm, body corporate or other association shall be appointed as an inspector 

 

216 INVESTIGATION OF OWNERSHIP OF COMPANY 

(1) Where it appears to the Central Government that there is a reason so to do, it may appoint one or more inspectors to 

investigate and report on matters relating to the company, and its membership for the purpose of determining the 

true persons— 

 

(a) who are or have been financially interested in the success or failure, whether real or apparent, of the 

company; or 

(b) who are or have been able to control or to materially influence the policy of the company; or 

(c) who have  or had beneficial interest in the shares  of a company  or who are hove been beneficial owners or 

significant owner of a company.  

 

(2) Without prejudice to its powers under sub-section (1), the Central Government shall appoint one or more inspectors 

under that sub-section, if the Tribunal, in the course of any proceeding before it, directs by an order that the affairs of 

the company ought to be investigated as regards the membership of the company and other matters relating to the 

company, for the purposes specified in sub-section (1). 

 

(3) While appointing an inspector under sub-section (1), the Central Government may define the scope of the 

investigation, whether as respects the matters or the period to which it is to extend or otherwise, and in particular, 

may limit the investigation to matters connected with particular shares or debentures. 

 

(4) Subject to the terms of appointment of an inspector, his powers shall extend to the investigation of any circumstances 

suggesting the existence of any arrangement or understanding which, though not legally binding, is or was observed 

or is likely to be observed in practice and which is relevant for the purposes of his investigation. 

 

217 PROCEDURE, POWERS, ETC., OF INSPECTORS 

(1) It shall be the duty of all officers and other employees and agents including the former officers, employees and agents 

of a company which is under investigation in accordance with the provisions contained in this Chapter; and  

where the affairs of any other body corporate or a person are investigated under section 219, of all officers and other 

employees and agents including former officers, employees and agents of such body corporate or a person— 

(a) to preserve and to produce to an inspector or any person authorised by him in this behalf all books and papers 

of, or relating to, the company or, as the case may be, relating to the other body corporate or the person, which 

are in their custody or power; and 

(b) otherwise to give to the inspector all assistance in connection with the investigation which they are reasonably 
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able to give. 

 

(2) The inspector may require any body corporate, other than a body corporate referred to in sub-section (1), to furnish 

such information to, or produce such books and papers before him or any person authorised by him in this behalf as 

he may consider necessary, if the furnishing of such information or the production of such books and papers is relevant 

or necessary for the purposes of his investigation. 

 

(3) The inspector shall not keep in his custody any books and papers produced under sub-section (1) or sub-section (2) for 

more than 180 days and return the same to the company, body corporate, firm or individual by whom or on whose 

behalf the books and papers were produced: 

Provided that the books and papers may be called for by the inspector if they are needed again for a further period of 

180 days by an order in writing. 

 

(4) An inspector may examine on oath— 

(a)  any of the persons referred to in sub-section (1); and 

(b)  with the prior approval of the Central Government, any other person, in relation to the affairs of the company, 

or other body corporate or person, as the case may be, and for that purpose may require any of those persons 

to appear before him personally: 

Provided that in case of an investigation under section 212, the prior approval of Director, Serious Fraud 

Investigation Office shall be sufficient under clause (b). 

 

(5) Notwithstanding anything contained in any other law for the time being in force or in any contract to the contrary, the 

inspector, being an officer of the Central Government, making an investigation under this Chapter shall have all the 

powers as are vested in a civil court under the Code of Civil Procedure, 1908, while trying a suit in respect of the 

following matters, namely:— 

(a)  the discovery and production of books of account and other documents, at such place and time as may be 

specified by such person; 

(b) summoning and enforcing the attendance of persons and examining them on oath; and 

(c)  inspection of any books, registers and other documents of the company at any place. 

 

(6) (i)       If any director or officer of the company disobeys the direction issued by the Registrar or the inspector under 

this section, the director or the officer shall be punishable  

 with imprisonment which may extend to 1 year; and  

 with fine which shall not be less than 25,000 -1,00,000. 

(ii) If a director or an officer of the company has been convicted of an offence under this section, the director or 

the officer shall, on and from the date on which he is so convicted, be deemed to have vacated his office as 

such and on such vacation of office, shall be disqualified from holding an office in any company. 

 

(7) The notes of any examination under sub-section (4)shall be taken down in writing and shall be read over to, or by, and 

signed by, the person examined, and may thereafter be used in evidence against him. 

 

(8) If any person fails without reasonable cause or refuses— 

(a) to produce to an inspector or any person authorised by him in this behalf any book or paper which is his duty 

under sub-section (1) or sub-section (2) to produce; 

(b) to furnish any information which is his duty under sub-section (2)to furnish; 

 

(c) to appear before the inspector personally when required to do so under subsection (4) or to answer any 
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question which is put to him by the inspector in pursuance of that sub-section; or 

(d) to sign the notes of any examination referred to in sub-section (7), he shall be punishable  

 with imprisonment for a term which may extend to 6 months; and  

 with fine which shall not be less than rupees 25,000-1,00,000, and  

 also with a further fine which may extend to rupees 2,000 for every day after the first during which the 

failure or refusal continues. 

 

(9) The officers of the Central Government, State Government, police or statutory authority shall provide assistance to the 

inspector for the purpose of inspection, inquiry or investigation, which the inspector may, with the prior approval of 

the Central Government, require. 

 

(10) The Central Government may enter into an agreement with the Government of a foreign State for reciprocal 

arrangements to assist in any inspection, inquiry or investigation under this Act or under the corresponding law in 

force in that State and may, by notification, render the application of this Chapter in relation to a foreign State with 

which reciprocal arrangements have been made subject to such modifications, exceptions, conditions and 

qualifications as may be deemed expedient for implementing the agreement with that State. 

 

(11) Notwithstanding anything contained in this Act or in the Code of Criminal Procedure, 1973 if, in the course of an 

investigation into the affairs of the company, an application is made to the competent court in India by the inspector 

stating that evidence is, or may be, available in a country or place outside India, such court may issue a letter of 

request to a court or an authority in such country or place, competent to deal with such request, to examine orally, or 

otherwise, any person, supposed to be acquainted with the facts and circumstances of the case, to record his 

statement made in the course of such examination and also to require such person or any other person to produce any 

document or thing, which may be in his possession pertaining to the case, and to forward all the evidence so taken or 

collected or the authenticated copies thereof or the things so collected to the court in India which had issued such 

letter of request: 

Provided that the letter of request shall be transmitted in such manner as the Central Government may specify in this 

behalf: 

Provided further that every statement recorded or document or thing received under this sub-section shall be deemed 

to be the evidence collected during the course of investigation. 

 

(12) Upon receipt of a letter of request from a court or an authority in a country or place outside India, competent to issue 

such letter in that country or place for the examination of any person or production of any document or thing in 

relation to affairs of a company under investigation in that country or place, the Central Government may, if it thinks 

fit, forward such letter of request to the court concerned, which shall thereupon summon the person before it and 

record his statement or cause any document or thing to be produced, or send the letter to any inspector for 

investigation, who shall thereupon investigate into the affairs of company in the same manner as the affairs of a 

company are investigated under this Act and the inspector shall submit the report to such court within thirty days or 

such extended time as the court may allow for further action: 

Provided that the evidence taken or collected under this sub-section or authenticated copies thereof or the things so 

collected shall be forwarded by the court, to the Central Government for transmission, in such manner as the Central 

Government may deem fit, to the court or the authority in country or place outside India which had issued the letter of 

request 

 

(13) 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. 

 

(14) For the removal of doubts, it is hereby declared that the provisions of this section shall have effect without prejudice 

to the provisions of any other law for the time being in force. 
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218 PROTECTION OF EMPLOYEES DURING INVESTIGATION 

(1) Notwithstanding anything contained in any other law for the time being in force, if— 

(a)       during the course of any investigation of the affairsand other matters of or relating to a company, other 

body corporate or person under 

 section 210; or   

 section 212; or  

 section 213; or  

 section 219; or  

 of the membership and other matters of or relating to a company, or the ownership of shares in or 

debentures of a company or body corporate, or the affairs and other matters of or relating to a company, 

other body corporate or person, under section 216; or 

 

(b)  during the pendency of any proceeding against any person concerned in the conduct and management of 

the affairs of a company under Chapter XVI,  

such company, other body corporate or person proposes— 

(i)  to discharge or suspend any employee; or 

(ii) to punish him, whether by dismissal, removal, reduction in rank or otherwise; or 

(iii)  to change the terms of employment to his disadvantage,  

 

the company, other body corporate or person, as the case may be, shall obtain approval of the Tribunal of the 

action proposed against the employee and if the Tribunal has any objection to the action proposed, it shall send by 

post notice thereof in writing to the company, other body corporate or person concerned. 

 

(2) If the company, other body corporate or person concerned does not receive within 30 days of making of application 

under sub-section (1), the approval of the Tribunal, then and only then, the company, other body corporate or 

person concerned may proceed to take against the employee, the action proposed. 

 

(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 of the notice of the objection, prefer an appeal to the Appellate 

Tribunal 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 biding on the Tribunal and on the Company, 

other body corporate or person concerned. 

 For the removal of doubts, it has been declared that the provisions of this section shall have effect without prejudice 

to the provisions of any law for the time being in force.  

 

219 POWER OF INSPECTOR TO CONDUCT INVESTIGATION INTO AFFAIRS OF RELATED COMPANIES, ETC. 

 

 

 

 

 

 

 

 

 

If an inspector appointed under  

 section 210; or  

 section 212; or  

 section 213  

to investigate into the affairs of a company considers it necessary for the purposes of the investigation, to investigate 

also the affairs of— 

 

(a)  any other body corporate which is, or has at any relevant time been the company’s subsidiary company or 

holding company, or a subsidiary company of its holding company; 
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(b)  any other body corporate which is, or has at any relevant time been managed by any person as managing 

director or as manager, who is, or was, at the relevant time, the managing director or the manager of the 

company; 

(c)  any other body corporate whose Board of Directors comprises nominees of the company or is accustomed to 

act in accordance with the directions or instructions of the company or any of its directors; or 

(d)  any person who is or has at any relevant time been the company’s managing director or manager or 

employee,  

 

he shall, subject to the prior approval of the Central Government, investigate into and report on the affairs of the 

other body corporate or of the managing director or manager, in so far as he considers that the results of his 

investigation are relevant to the investigation of the affairs of the company for which he is appointed. 

 

 

220 SEIZURE OF DOCUMENTS BY INSPECTOR. 

(1) Where in the course of an investigation under this Chapter, the inspector has reasonable grounds to believe that the 

books and papers of, or relating to,  

 any company; or  

 other body corporate; or  

 managing director; or  

 manager of such company are likely to be destroyed, mutilated, altered, falsified or secreted, the inspector 

may— 

(a)  enter, with such assistance as may be required, the place or places where such books and papers 

are kept in such manner as may be required; and 

(b) seize books and papers as he considers necessary after allowing the company to take copies of, or 

extracts from, such books and papers at its cost for the purposes of his investigation. 

 

(2) The inspector shall keep in his custody the books and papers seized under this section for such a period not later 

than the conclusion of the investigation as he considers necessary and thereafter shall return the same to the 

company or the other body corporate, or, as the case may be, to the managing director or the manager or any other 

person from whose custody or power they were seized: 

   

Provided that the inspector may, before returning such books and papers as aforesaid, take copies of, or extracts 

from them or place identification marks on them or any part thereof or deal with the same in such manner as he 

considers necessary. 

 

(3) The provisions of the Code of Criminal Procedure, 1973, relating to searches or seizures shall apply mutatis mutandis 

to every search or seizure made under this section. 

 

 

221 FREEZING OF ASSETS OF COMPANY ON INQUIRY AND INVESTIGATION    

(1) Where it appears to the Tribunal,  

 on a reference made to it by the Central Government; or  

 in connection with any inquiry or investigation into the affairs of a company under this Chapter; or  

 on any complaint made by such number of members as specified under sub-section (1) of section 244; or  

 a creditor having one lakh amount outstanding against the company; or  

 any other person having a reasonable ground to believe that  
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                the removal, transfer or disposal of funds, assets, properties of the company is likely to take place in a 

manner that is prejudicial to  

 the interests of the company or  

 its shareholders; or  

 creditors; or  

 in public interest,  

it may by order direct that such transfer, removal or disposal shall not take place during such period not exceeding 3 

years as may be specified in the order or may take place subject to such conditions and restrictions as the Tribunal 

may deem fit. 

(2) In case of any removal, transfer or disposal of funds, assets, or properties of the company in contravention of the 

order of the Tribunal under sub-section (1), the company shall be punishable with fine which shall not be less than 

1,00,000 rupees but which may extend to 25 lakh rupees and every officer of the company who is in default shall be 

punishable with imprisonment for a term which may extend to 3 years or with fine which shall not be less than 

50,000 rupees but which may extend to 5,00,000 rupees, or with both. 

 

222 IMPOSITION OF RESTRICTIONS UPON SECURITIES                                                                                                                                             

(1) Where it appears to the Tribunal,  

 in connection with any investigation under section 216; or  

 on a complaint made by any person in this behalf,  

 

that there is good reason to find out the relevant facts about any securities issued or to be issued by a company and 

the Tribunal is of the opinion that such facts cannot be found out unless certain restrictions, as it may deem fit, are 

imposed, the Tribunal may, by order, direct that the securities shall be subject to such restrictions as it may deem fit 

for such period not exceeding 3 years as may be specified in the order. 

 

(2) 

 

 

 

 

 

 

 

 

Where securities in any company are issued or transferred or acted upon in contravention of an order of the Tribunal 

under sub-section (1) 

 

 the company shall be punishable  with fine which shall not be less than rupees 1,00,000 -25,00,000;  and  

 every officer of the company who is in default shall be punishable  

 with imprisonment for a term which may extend to 6 months; or  

 with fine which shall not be less than rupees 25,000 -5,00,000, or  with both. 

 

 

223 INSPECTIOR’S REPORT 

(1)  An inspector appointed under this Chapter may, and if so directed by the Central Government shall, submit 

interim reports to that Government; and  

 shall submit a final report to the Central Government on the conclusion of the investigation. 

 

(2) Every report made under sub-section (1)shall be in writing or printed as the Central Government may direct. 

 

(3) A copy of the report made under sub-section (1) may be obtained by members, creditors  or any other person whose 

interest is likely to be affected  by making an application in this regard to the Central Government. 

 

(4) The report of any inspector appointed under this Chapter shall be authenticated either— 

(a)  by the seal, if any, of the company whose affairs have been investigated; or 
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(b)  by a certificate of a public officer having the custody of the report, as provided under section 76 of the Indian 

Evidence Act, 1872, and such report shall be admissible in any legal proceeding as evidence in relation to any 

matter contained in the report. 

 

(5) Nothing in this section shall apply to the report referred to in section  212. 

 

224 ACTIONS TO BE TAKEN IN PURSUANCE OF INSPECTOR’S REPORT. 

(1) If it appears to the Central Government from an inspector’s report made under section 223  

 in relation to the company; or  

 in relation to any other body corporate; or  

 other person whose affairs have been investigated under this Chapter  

that any person has been guilty of any offence for which he is criminally liable, the Central Government may prosecute 

such person for the offence; and  

it shall be the duty of all officers and other employees of the company or body corporate to give the Central 

Government the necessary assistance in connection with the prosecution. 

 

(2) If any company or other body corporate is liable to be wound up under this Act or under the Insolvency and 

Bankruptcy Code, 2016; and  

it appears to the Central Government from any such report made under section 223 that it is expedient so to do by 

reason of any such circumstances as are referred to in section 213,  

the Central Government may, unless the company or body corporate is already being wound up by the Tribunal, cause 

to be presented to the Tribunal by any person authorised by the Central Government in this behalf— 

(a)  a petition for the winding up of the company or body corporate on the ground that it is just and equitable 

that it should be wound up; 

(b)  an application under section 241; or 

(c)  both. 

 

(3) If from any such report as aforesaid, it appears to the Central Government that proceedings ought, in the public 

interest, to be brought by the company or any body corporate whose affairs have been investigated under this 

Chapter— 

(a)  for the recovery of damages in respect of any fraud, misfeasance or other misconduct in connection with the 

promotion or formation, or the management of the affairs, of such company or body corporate; or 

(b) for the recovery of any property of such company or body corporate which has been misapplied or wrongfully 

retained, the Central Government may itself bring proceedings for winding up in the name of such company or 

body corporate. 

 

(4) The Central Government, shall be indemnified by such company or body corporate against any costs or expenses 

incurred by it in, or in connection with, any proceedings brought by virtue of sub-section (3). 

 

(5) 

 

 

 

 

 

Where the report made by an inspector states that fraud has taken place in a company and due to such fraud any 

director, key managerial personnel, other officer of the company or any other person or entity, has taken undue 

advantage or benefit, whether in the form of any asset, property or cash or in any other manner, the Central 

Government may file an application before the Tribunal for appropriate orders with regard to disgorgement of such 

asset, property, or cash, as the case may be, and also for holding such director, key managerial personnel, officer or 

other person liable personally without any limitation of liability. 
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225 EXPENSES OF INVESTIGATION 

(1) The expenses of an investigation and of matters incidental thereto by an inspector appointed by the Central 

Government under this Chapter other than expenses of inspection under section 214 shall be defrayed in the first 

instance by the Central Government, but shall be reimbursed by the following persons to the extent mentioned 

below, namely:— 

(a)  any person who is convicted on a prosecution instituted; or who is ordered to pay damages or restore any 

property in proceedings brought, under section 224,  

          to the extent that he may in the same proceedings be ordered to pay the said expenses as may be specified by 

the court convicting such person, or ordering him to pay such damages or restore such property, as the case 

may be; 

(b)  any company or body corporate in whose name proceedings are brought as aforesaid, to the extent of the 

amount or value of any sums or property recovered by it as a result of such proceedings; 

(c)  unless, as a result of the investigation, a prosecution is instituted under section 224,— 

(i)  any company, body corporate, managing director or manager dealt with by the report of the inspector; 

and 

(ii)  the applicants for the investigation, where the inspector was appointed under section 213,  

             to such extent as the Central Government may direct. 

(2) Any amount for which a company or body corporate is liable under clause (b) of sub-section (1 ) shall be a first charge 

on the sums or property mentioned in that clause. 

226 VOLUNTARY WINDING UP OF COMPANY, ETC., NOT TO STOP INVESTIGATION PROCEEDINGS.    

(1) 

 

 

 

 

An investigation under this Chapter may be initiated notwithstanding, and no such investigation shall be stopped or 

suspended by reason only of, the fact that— 

(a)  an application has been made under section 241; 

(b)  the company has passed a special resolution for voluntary winding up; or 

(c)  any other proceeding for the winding up of the company is pending before the Tribunal: 

 

(2) where a winding up order is passed by the Tribunal in a proceeding referred to in clause (c), the inspector shall inform 

the Tribunal about the pendency of the investigation proceedings before him and the Tribunal shall pass such order as 

it may deem fit: 

 

Provided further that nothing in the winding up order shall absolve any director or other employee of the company 

from participating in the proceedings before the inspector or any liability as a result of the finding by the inspector. 

 

 

227 LEGAL ADVISORS AND BANKERS NOT TO DISCLOSE CERTAIN INFORMATION 

 Nothing in this Chapter shall require the disclosure to the Tribunal or to the Central Government or to the Registrar or 

to an inspector appointed by the Central Government— 

(a)  by a legal adviser, of any privileged communication made to him in that capacity, except as respects the name 

and address of his client; or 

(b)  by the bankers of any company, body corporate, or other person, of any information as to the affairs of any of 

their customers, other than such company, body corporate, or person. 

 

 

228 INVESTIGATION, ETC., OF FOREIGN COMPANIES 

 The provisions of this Chapter shall apply mutatis mutandis to inspection, inquiry or investigation in relation to foreign 

companies. 
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229 PENALTY FOR FURNISHING FALSE STATEMENT, MUTILATION, DESTRUCTION OF DOCUMENTS 

 

 

 

 

 

 

 

 

 

Where a person who is required to provide an explanation or make a statement during the course of inspection, 

inquiry or investigation, or an officer or other employee of a company or other body corporate which is also under 

investigation,— 

(a)  destroys, mutilates or falsifies, or conceals or tampers or unauthorisedly removes, or is a party to the 

destruction, mutilation or falsification or concealment or tampering or unauthorised removal of, documents 

relating to the property, assets or affairs of the company or the body corporate; 

(b) makes, or is a party to the making of, a false entry in any document concerning the company or body corporate; 

or 

(c)  provides an explanation which is false or which he knows to be false, he shall be punishable for fraud in the 

manner as provided in section 447. 
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Important terms:  

‘Compromise' means a peaceful or willing settlement of a dispute by mutual adjustments and concessions. Thus, in 

'compromise' each party has to yield and give some concessions. Compromise assumes a dispute. In 'arrangement' there is 

no dispute, but it modifies rights. Such readjustment of rights may be with members or class of them or creditors or a class of 

them.  

 

The term 'arrangement' is very wide and can include a reorganization of capital. The 'arrangement' or 'compromise' may be 

with creditors or members. For example - Arrangement and compromise are as creditors agreeing to waive part of their dues, 

converting part or all dues of creditors into shares, Extending time for payment, Reduction in capital by members, 

Amalgamation, Full or part transfer of undertaking, property or liabilities of the company to another company etc. 

Amalgamation  

 Amalgamation means an amalgamation pursuant to the provisions of the Companies Act, 2013 or any other statute 
which may be applicable to companies and includes ‘merger’. 

 Transferor Company means the company which is amalgamated into another company.  

 Transferee Company means the company into which a transferor company is amalgamated. 

 Merger, reconstruction and amalgamation is one of the scheme of compromise and arrangement. 
Reconstruction  

 It is usually of only one company while amalgamation involves two or more companies. 

 'Reconstruction' literally means 'building again'. It implies reorganization with alteration or modification of rights of 
members or creditors or both. 

 Existing business is carried out in some altered form.  

 Reconstruction usually involves reduction in value of shares, making fully paid up shares as partly paid so that 
further amounts can be called, transfer of undertaking to another company, take-over by another company, 
satisfaction of rights of shareholders by allotting them shares in new company etc. 

 

230 POWER TO COMPROMISE OR ARRANGEMENT WITH MEMBERS AND CREDITORS 

(1) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Where a compromise or arrangement is proposed— 

(a)  between a company and its creditors or any class of them; or 

(b)  between a company and its members or any class of them,  

 

the Tribunal may, on the application  

 of the company; 

 of any creditor; 

 of member of the company; or  

 of the liquidator,in the case of a company which is being wound up, appointed under this Act or under the 

Insolvency and Bankruptcy Code, 2016, as the case may be," 

 

order a meeting of the creditors or class of creditors, or of the members or class of members, as the case may be, to 

be called, held and conducted in such manner as the Tribunal directs. 

 

Explanation.—For the purposes of this sub-section, arrangement includes a re-organisation of the company’s share 

Application form in NCLT -1 

Format of affidavit - NCLT-6  
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capital by the consolidation of shares of different classes or by the division of shares into shares of different classes, 

or by both of those methods. 

 

(2) 

 

The company or any other person, by whom an application is made under subsection (1), shall disclose to the 

Tribunal by affidavit— 

 all material facts relating to the company, such as the latest financial position of the company, the latest 

auditor’s report on the accounts of the company and the pendency of any investigation or proceedings against 

the company; 

 reduction of share capital of the company, if any, included in the compromise or arrangement; 

 any scheme of corporate debt restructuring consented to by not less than 75% of the secured creditors in 

value, including— 

 a creditor’s responsibility statement in the prescribed form; 

 Safeguards for the protection of other secured and unsecured creditors; 

 report by the auditor that the fund requirements of the company after the corporate debt restructuring as 

approved shall conform to the liquidity test based upon the estimates provided to them by the Board; 

 where the company proposes to adopt the corporate debt restructuring guidelines specified by the 

Reserve Bank of India, a statement to that effect;  

 a valuation report in respect of the shares and the property and all assets, tangible and intangible, 

movable and immovable, of the company by a registered valuer. 

 
(3) Where a meeting is proposed to be called in pursuance of an order of the Tribunal under sub-section (1), a notice of 

such meeting shall be sent to  

 all the creditors or class of creditors; and  

 the members or class of members; and  

 the debenture-holders of the company,  

 

individually at the address registered with the company which shall be accompanied by a statement disclosing  

 the details of the compromise or arrangement; 

 a copy of the valuation report, if any, 

 

explaining their effect on  

 creditors;  

 key managerial personnel; 

 promoters and non-promoter members; and the debenture-holders  

 

and the effect of the compromise or arrangement on  

 any material interests of the directors of the company or  

 the debenture trustees, and such other matters as may be prescribed: 

 

 

Provided that such notice and other documents shall also be placed on the website of the company, if any, and in 

case of a listed company, these documents shall be sent to the Securities and Exchange Board and stock exchange 

where the securities of the companies are listed, for placing on their website and shall also be published in 

newspapers in such manner as may be prescribed: 

 

Provided further that where the notice for the meeting is also issued by way of anadvertisement, it shall indicate the 

time within which copies of the compromise or arrangement shall be made available to the concerned persons free 
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of charge from the registered office of the company. 

 

 
(4) A notice under sub-section (3) shall provide that the persons to whom the notice is sent mayvote in the meeting 

either themselves or through proxies or by postal ballot to the adoption of the compromise or arrangement within1 

month from the date of receipt of such notice: 

 

Any objection to the compromise or arrangement shall be made only by persons holding not less than 10% of the 

shareholding or having outstanding debt amounting to not less than 5% of the total outstanding debt as per the 

latest audited financial statement. 

 
Example 1: Internal Limited applied to the Tribunal for a scheme of arrangement between the company and its 
members under section 230 of the Companies Act, 2013. Accordingly, a meeting was ordered by the Tribunal to be 
conducted between the company and its members regarding the scheme of arrangement. Few of the members of 
the company to whom notice was sent have some objections to be made to the scheme of arrangement. State as to 
who can make objections to scheme of arrangement and period allowed for making such objections? 
Answer: As per the provisions of section 230(4) of the Act, a notice shall provide that the persons to whom the 
notice is sent may vote in the meeting to the adoption of the compromise or arrangement within one month from 
the date of receipt of such notice: Provided that any objection to the compromise or arrangement shall be made 
only by persons holding not less than ten percent of the shareholding or having outstanding debt amounting to not 
less than five percent of the total outstanding debt as per latest audited financial statements. 

(5) A notice under sub-section (3) along with all the documents in such form as may be prescribed shall also be sent to 

the  

 Central Government,  

 the income-tax authorities,  

 the Reserve Bank of India,  

 the Securities and Exchange Board,  

 the Registrar,  

 the respective stock exchanges,  

 the Official Liquidator,  

 the Competition Commission of India, if necessary,  

and such other sectoral regulators or authorities which are likely to be affected by the compromise or arrangement 

and shall require that representations, if any, to be made by them shall be made within a period of 30 days from the 

date of receipt of such notice, failing which, it shall be presumed that they have no representations to make on the 

proposals. 

 
(6) Where, at a meeting held in pursuance of sub-section (1), majority of persons representing 3/4th in value of the 

creditors, or class of creditors or members or class of members, as the case may be, voting in person or by proxy or 

by postal ballot, agree to any compromise or arrangement and if such compromise or arrangement is sanctioned by 

the Tribunal by an order, the same shall be binding on the company, all the creditors, or class of creditors or 

members or class of members, as the case may be, or, in case of a company being wound up, on the liquidator and 

the contributories of the company. 

 
(7) An order made by the Tribunal under sub-section (6) shall provide for all or any of the followingmatters, namely:— 

 where the compromise or arrangement provides for conversion of preference shares into equity shares, 

such preference shareholders shall be given an option to either obtain arrears of dividend in cash or 

accept equity shares equal to the value of the dividend payable; 
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 the protection of any class of creditors; 

 if the compromise or arrangement results in the variation of the shareholders’ rights, it shall be given 

effect to under the provisions of section 48; 

 if the compromise or arrangement is agreed to by the creditors under sub-section (6), any proceedings 

pending before the Board for Industrial and Financial Reconstruction established under section 4 of the 

Sick Industrial Companies (Special Provisions) Act, 1985 shall abate; 

 such other matters including exit offer to dissenting shareholders, if any, as are in the opinion of the 

Tribunal necessary to effectively implement the terms of the compromise or arrangement: 

 

Provided that no compromise or arrangement shall be sanctioned by the Tribunal unless a certificate by the 

company's auditor has been filed with the Tribunal to the effect that the accounting treatment, if any, proposed in 

the scheme of compromise or arrangement is in conformity with the accounting standards prescribed under section 

133. 

(8) The order of the Tribunal shall be filed with the Registrar by the company within a period of 30 days of the receipt of 

the order. 

 
(9) The Tribunal may dispense with calling of a meeting of creditor or class of creditors where such creditors or class of 

creditors, having at least 90% value, agree and confirm, by way of affidavit, to the scheme of compromise or 

arrangement. 

 
(10) No compromise or arrangement in respect of any buy-back of securities under this section shall be sanctioned by 

the Tribunal unless such buy-back is in accordance with the provisions of section 68. 

 
(11) Any compromise or arrangement may include takeover offer made in such manner as may be prescribed: 

Provided that in case of listed companies, takeover offer shall be as per the regulations framed by the Securities and 

Exchange Board. 

 
(12) An aggrieved party may make an application to the Tribunal in the event of any grievances with respect to the 

takeover offer of companies other than listed companies in such manner as may be prescribed and the Tribunal 

may, on application, pass such order as it may deem fit. 

 

Explanation.—For the removal of doubts, it is hereby declared that the provisions of section 66 shall not apply to the 

reduction of share capital effected in pursuance of the order of the Tribunal under this section. 

 

 

231 POWER OF TRIBUNAL TO ENFORCE OMPROMISE OR ARRANGEMENT. 

(1) 

 

 

 

 

 

Where the Tribunal makes an order under section 230 sanctioning a compromise or an arrangement in respect of a 

company, it— 

 shall have power to supervise the implementation of the compromise or arrangement; and 

 may, at the time of making such order or at any time thereafter, give such directions in regard to any 

matter or make such modifications in the compromise or arrangement as it may consider necessary for the proper 

implementation of the compromise or arrangement. 

 

(2) If the Tribunal is satisfied that the compromise or arrangement sanctioned under section 230 cannot be 

implemented satisfactorily with or without modifications, and the company is unable to pay its debts as per the 

scheme, it may make an order for winding up the company and such an order shall be deemed to be an order made 
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under section 273. 

 

(3) The provisions of this section shall, so far as may be, also apply to a company in respect of which an order has been 

made before the commencement of this Act sanctioning a compromise or an arrangement. 

 

 

232 MERGER AND AMALGAMATION OF COMPANIES. 

(1) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

(2) 

 

 

 

 

 

 

Where an application is made to the Tribunal under section 230 for the sanctioning of a compromise or an 

arrangement proposed between a company and any such persons as are mentioned in that section, and it is shown 

to the Tribunal— 

 that the compromise or arrangement has been proposed for the purposes of, or in connection with,  

 a scheme for the reconstruction of the company or companies  

 involving merger or the amalgamation of any two or more companies; and 

 that under the scheme, the whole or any part of the undertaking, property or liabilities of any company                    

(hereinafter referred to as the transferor company) is required to be transferred to another company (hereinafter 

referred to as the transferee company),  

 or is proposed to be divided among and transferred to two or more companies,  the Tribunal may on such 

application, order a meeting of the creditors or class of creditors or the members or class of members, as 

the case may be, to be called, held and conducted in such manner as the Tribunal may direct and the 

provisions of sub-sections (3) to (6) of section 230 shall apply mutatis mutandis. 

 

 Where an order has been made by the Tribunal under sub-section (1), merging companies or the companies in 

respect of which a division is proposed, shall also be required to circulate the following for the meeting so ordered 

by the Tribunal, namely:— 

 the draft of the proposed terms of the scheme drawn up and adopted by the directors of the merging 

company; 

 confirmation that a copy of the draft scheme has been filed with the Registrar; 

 a report adopted by the directors of the merging companies explaining effect of compromise on each class 

of shareholders, key managerial personnel, promotors and non-promoter shareholders laying out in 

particular the share exchange ratio, specifying any special valuation difficulties; 

 the report of the expert with regard to valuation, if any; 

 a supplementary accounting statement if the last annual accounts of any of the merging company relate to 

a financial year ending more than 6 months before the first meeting of the company summoned for the 

purposes of approving the scheme. 

 

(3) The Tribunal, after satisfying itself that the procedure specified in sub-sections (1) and (2) has been complied with, 

may, by order, sanction the compromise or arrangement or by a subsequent order, make provision for the following 

matters, namely:— 

(a)  the transfer to the transferee company of the whole or any part of the undertaking, property or liabilities of 

the transferor company from a date to be determined by the parties unless the Tribunal, for reasons to be 

recorded by it in writing, decides otherwise; 

(b)  the allotment or appropriation by the transferee company of any shares, debentures, policies or other like 

instruments in the company which, under the compromise or arrangement, are to be allotted or 

appropriated by that company to or for any person: 

               Provided that a transferee company shall not, as a result of the compromise or arrangement, hold any 

shares in its own name or in the name of any trust whether on its behalf or on behalf of any of its subsidiary 
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or associate companies and any such shares shall be cancelled or extinguished; 

(c)  the continuation by or against the transferee company of any legal proceedings pending by or against any 

transferor company on the date of transfer; 

(d)  dissolution, without winding-up, of any transferor company; 

(e)  the provision to be made for any persons who, within such time and in such manner as the Tribunal directs, 

dissent from the compromise or arrangement; 

(f)  where share capital is held by any non-resident shareholder under the foreign direct investment norms or 

guidelines specified by the Central Government or in accordance with any law for the time being in force, 

the allotment of shares of the transferee company to such shareholder shall be in the manner specified in 

the order; 

(g)  the transfer of the employees of the transferor company to the transferee company; 

(h)  where the transferor company is a listed company and the transferee company is an unlisted               

company,— 

 the transferee company shall remain an unlisted company until it becomes a listed company; 

 if shareholders of the transferor company decide to opt out of the transferee company, provision shall 

be made for payment of the value of shares held by them and other benefits in accordance with a pre-

determined price formula or after a valuation is made, and the arrangements under this provision may 

be made by the Tribunal: 

 

Provided that the amount of payment or valuation under this clause for any share shall not be less than 

what has been specified by the Securities and Exchange Board under any regulations framed by it; 

 

(i)  where the transferor company is dissolved, the fee, if any, paid by the transferor company on its authorised 

capital shall be set-off against any fees payable by the transferee company on its authorised capital 

subsequent to the amalgamation; and 

 

(j)  such incidental, consequential and supplemental matters as are deemed necessary to secure that the 

merger or amalgamation is fully and effectively carried out: 

Provided that no compromise or arrangement shall be sanctioned by the Tribunal unless a certificate by the 

company’s auditor has been filed with the Tribunal to the effect that the accounting treatment, if any, 

proposed in the scheme of compromise or arrangement is in conformity with the accounting standards 

prescribed under section 133. 

 

(4) Where an order under this section provides for the transfer of any property or liabilities, then, by virtue of the order, 

that property shall be transferred to the transferee company and the liabilities shall be transferred to and become 

the liabilities of the transferee company and any property may, if the order so directs, be freed from any charge 

which shall by virtue of the compromise or arrangement, cease to have effect.  

 

(5) Every company in relation to which the order is made shall cause a certified copy of the order to be filed with the 

Registrar for registration within 30 days of the receipt of certified copy of the order. 

 

(6) The scheme under this section shall clearly indicate an appointed date from which it shall be effective and the 

scheme shall be deemed to be effective from such date and not at a date subsequent to the appointed date. 

 

(7) Every company in relation to which the order is made shall, until the completion of the scheme, file a statement in 

such form and within such time as may be prescribed with the Registrar every year duly certified by a chartered 

accountant or a cost accountant or a company secretary in practice indicating whether the scheme is being 

complied with in accordance with the orders of the Tribunal or not. 
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(8) If a company fails to comply with sub-section (5), the  company  and every officer of the company who is in 

default shall be liable to a penalty of twenty thousand rupees, and where the failure is a continuing one, with a 

further penalty of one thousand rupees for each day after the first during which such failure continues, subject to a 

maximum of three lakh rupees. 

 

Explanation.—For the purposes of this section,— 

(i)  in a scheme involving a merger, where under the scheme the undertaking, property and liabilities of 

one or more companies, including the company in respect of which the compromise or 

arrangement is proposed, are to be transferred to another existing company, it is a merger by 

absorption, or where the undertaking, property and liabilities of two or more companies, including 

the company in respect of which the compromise or arrangement is proposed, are to be transferred 

to a new company, whether or not a public company, it is a merger by formation of a new company;  

(ii)  references to merging companies are in relation to a merger by absorption, to the transferor and 

transferee companies, and, in relation to a merger by formation of a new company, to the 

transferor companies; 

(iii)  a scheme involves a division, where under the scheme the undertaking, property and liabilities of 

the company in respect of which the compromise or arrangement is proposed are to be divided 

among and transferred to two or more companies each of which is either an existing company or a 

new company; and  

(iv)  property includes assets, rights and interests of every description and liabilities include debts and 

obligations of every description. 

 

 

233 MERGER OR AMALGAMATION OF CERTAIN COMPANIES. 
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(1) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Notwithstanding the provisions of section 230 and section 232, a scheme of merger or amalgamation may be 

entered into  

 between two or more small companies; or  

 between a holding company and its wholly-owned subsidiary company; or  

 between two or more start-up companies; or 

 one or more start-up company with one or more small company. 

Explanation.- For the purposes of this sub-rule, “start-up company” means a private company incorporated 
under the Companies Act, 2013 or Companies Act, 1956 and recognised as such in accordance with 
notification number G.S.R. 127 (E), dated the 19th February, 2019 issued by the Department for Promotion 
of Industry and Internal Trade.”, subject to the following, namely:— 

 

(a)  a notice of the proposed scheme inviting objections or suggestions, if any, from the Registrar and 

Official Liquidators where registered office of the respective companies are situated or persons 

affected by the scheme within30 days is issued by the transferor company or companies and the 

transferee company;  

 

(b)  the objections and suggestions received are considered by the companies in their respective 

general meetings and the scheme is approved by the respective members or class of members at a 

general meeting holding at least 90%of the total number of shares; 

 

(c)  each of the companies involved in the merger files a declaration of solvency, in the prescribed 

form, with the Registrar of the place where the registered office of the company is situated; and 

 

(d)  the scheme is approved by majority representing 90%in value of the creditors or class of creditors 

of respective companies indicated in a meeting convened by the company by giving a notice of 21 

days along with the scheme to its creditors for the purpose or otherwise approved in writing 

(2) The transferee company shall file a copy of the scheme so approved in the manner as may be prescribed, with the 

Central Government, Registrar and the Official Liquidator where the registered office of the company is situated. 

 

(3) On the receipt of the scheme, if the Registrar or the Official Liquidator has no objections or suggestions to the 

scheme, the Central Government shall register the same and issue a confirmation thereof to the companies. 

 

(4) If the Registrar or Official Liquidator has any objections or suggestions, he may communicate the same in writing to 

the Central Government within a period of 30 days: 

 

Provided that if no such communication is made, it shall be presumed that he has no objection to the scheme. 

 

(5) If the Central Government after receiving the objections or suggestions or for any reason is of the opinion that such 

a scheme is not in public interest or in the interest of the creditors, it may file an application before the Tribunal 

within a period 60 days of the receipt of the scheme under sub-section (2) stating its objections and requesting that 

the Tribunal may consider the scheme under section 232. 

 

On receipt of an application from the Central Government or from any person, if the Tribunal, for reasons to be 

recorded in writing, is of the opinion that the scheme should be considered as per the procedure laid down in 

section 232, the Tribunal may direct accordingly or it may confirm the scheme by passing such order as it deems fit: 

 

Provided that if the Central Government does not have any objection to the scheme or it does not file any 
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application under this section before the Tribunal, it shall be deemed that it has no objection to the scheme. 

(6) A copy of the order under sub-section (6) confirming the scheme shall be communicated to the Registrar having 

jurisdiction over the transferee company and the persons concerned and the Registrar shall register the scheme and 

issue a confirmation thereof to the companies and such confirmation shall be communicated to the Registrars 

where transferor company or companies were situated. 

 

(7) The registration of the scheme under sub-section (3) or sub-section (7) shall be deemed to have the effect of 

dissolution of the transferor company without process of winding-up. 

 

(8) The registration of the scheme shall have the following effects, namely:— 

 

(a)  transfer of property or liabilities of the transferor company to the transferee company so that the 

property becomes the property of the transferee company and the liabilities become the liabilities 

of the transferee company; 

 

(b)  the charges, if any, on the property of the transferor company shall be applicable and enforceable 

as if the charges were on the property of the transferee company; 

 

(c)  legal proceedings by or against the transferor company pending before any court of law shall be 

continued by or against the transferee company; and  

 

(d)  where the scheme provides for purchase of shares held by the dissenting shareholders or 

settlement of debt due to dissenting creditors, such amount, to the extent it is unpaid, shall 

become the liability of the transferee company. 

 

(9) A transferee company shall not on merger or amalgamation, hold any shares in its own name or in the name of any 

trust either on its behalf or on behalf of any of its subsidiary or associate company and all such shares shall be 

cancelled or extinguished on the merger or amalgamation. 

(10) The transferee company shall file an application with the Registrar along with the scheme registered, indicating the 

revised authorised capital and pay the prescribed fees due on revised capital: 

 

Provided that the fee, if any, paid by the transferor company on its authorised capital prior to its merger or 

amalgamation with the transferee company shall be set-off against the fees payable by the transferee company on 

its authorised capital enhanced by the merger or amalgamation. 

 

(11) The provisions of this section shall mutatis mutandis apply to a company or companies specified in sub-section (1) in 

respect of a scheme of compromise or arrangement referred to in section 230 or division or transfer of a company 

referred to clause (b) of subsection (1) of section 232. 

 

(12) The Central Government may provide for the merger or amalgamation of companies in such manner as may be 

prescribed. 

 

(13) A company covered under this section may use the provisions of section 232 for the approval of any scheme for 

merger or amalgamation. 

 

(14) 

 

For the purpose of this rule, it is clarified that with respect to schemes of arrangement or compromise falling within 

the purview of section 233 of the Act, the concerned companies may, at their discretion, opt to undertake such 
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schemes under sections 230 to 232 of the Act, including where the condition prescribed in clause (d) of sub-section 

(1) of section 233 of the Act has not been met. 

 

 

234 MERGER OR AMALGAMATION OF COMPANY WITH FOREIGN COMPANY. 

(1) 

 

 

 

 

 

 

 

The provisions of this Chapter unless otherwise provided under any other law for the time being in force, shall apply 

mutatis mutandis to schemes of mergers and amalgamations between companies registered under this Act and 

companies incorporated in the jurisdictions of such countries as may be notified from time to time by the Central 

Government: 

 

Provided that the Central Government may make rules, in consultation with the Reserve Bank of India, in connection 

with mergers and amalgamations provided under this section.  

(2) 

 

Subject to the provisions of any other law for the time being in force, a foreign company, may with the prior 

approval of the Reserve Bank of India, merge into a company registered under this Act or vice versa and the terms 

and conditions of the scheme of merger may provide, among other things, for the payment of consideration to the 

shareholders of the merging company in cash, or in Depository Receipts, or partly in cash and partly in Depository 

Receipts, as the case may be, as per the scheme to be drawn up for the purpose. 

 

Explanation.—For the purposes of sub-section (2), the expression “foreign company” means any company or body 

corporate incorporated outside India whether having a place of business in India or not. 

 

235 POWER TO ACQUIRE SHARES OF SHAREHOLDERS DISSENTING FROM SCHEME OR CONTRACT APPROVED BY 

MAJORITY. 

(1) 

 

Where a scheme or contract involving the transfer of shares or any class of shares in a company (the transferor 

company) to another company (the transferee company) has, within 4 months after making of an offer in that 

behalf by the transferee company, been approved by the holders of not less than9/10thin value of the shares whose 

transfer is involved, other than shares already held at the date of the offer by, or by a nominee of the transferee 

company or its subsidiary companies, the transferee company may, at any time within 2 months after the expiry of 

the said 4 months, give notice in the prescribed manner to any dissenting shareholder that it desires to acquire his 

shares. 

 

(2) Where a notice under sub-section (1) is given, the transferee company shall, unless on an application made by the 

dissenting shareholder to the Tribunal, within 1 month from the date on which the notice was given and the 

Tribunal thinks fit to order otherwise, be entitled to and bound to acquire those shares on the terms on which, 

under the scheme or contract, the shares of the approving shareholders are to be transferred to the transferee 

company. 

 

(3) Where a notice has been given by the transferee company under sub-section (1) and the Tribunal has not, on an 

application made by the dissenting shareholder, made an order to the contrary, the transferee company shall, on 

the expiry of1 month from the date on which the notice has been given, or, if an application to the Tribunal by the 

dissenting shareholder is then pending, after that application has been disposed of, send a copy of the notice to the 

transferor company together with an instrument of transfer, to be executed on behalf of the shareholder by any 

person appointed by the transferor company and on its own behalf by the transferee company, and pay or transfer 

to the transferor company the amount or other consideration representing the price payable by the transferee 

company for the shares which, by virtue of this section, that company is entitled to acquire, and the transferor 

company shall— 
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(a)  thereupon register the transferee company as the holder of those shares; and 

(b)  within 1 month of the date of such registration, inform the dissenting shareholders of the fact of 

such registration and of the receipt of the amount or other consideration representing the price 

payable to them by the transferee company.  

 

(4) Any sum received by the transferor company under this section shall be paid into a separate bank account, and any 

such sum and any other consideration so received shall be held by that company in trust for the several persons 

entitled to the shares in respect of which the said sum or other consideration were respectively received and shall 

be disbursed to the entitled shareholders within 60 days. 

 

Explanation.—For the purposes of this section, “dissenting shareholder” includes a shareholder who has not 

assented to the scheme or contract and any shareholder who has failed or refused to transfer his shares to the 

transferee company in accordance with the scheme or contract. 

 

Example 2: Special Company Limited, a company incorporated under the Companies Act, 2013 have applied to the 
Tribunal for a scheme of arrangement under section 230 of the Companies Act, 2013. The Tribunal by way of an 
order approves the scheme of arrangement involving amalgamation with Flip Company Limited under section 232 of 
the Act. Accordingly, the required numbers of shareholders have given the approval to become the shareholders of 
Flip Company Limited under section 235 of the Act. However, few shareholders have not consented to become the 
shareholder of Flip Company Limited. You are required to state the legal procedure to be followed by dissenting 
shareholders? (Note: Flip Company Limited has given a notice to dissenting shareholders that it desires to acquire 
his shares). 
Answer: As per the provisions of section 235 of the Act, where a notice by the transferee company have been given 
to dissenting shareholders that it desires to acquire his shares, the dissenting shareholders may make an application 
to the Tribunal within one month from the date on which the notice was given for the Tribunal to pass an order 
otherwise than the acquisition of shares by transferee company. Accordingly, the dissenting shareholders shall make 
an application to the Tribunal to pass an order otherwise than the acquisition of shares by Flip Company Limited 
within a period of 1 month from the date of notice made by Flip Company. 
 

 

236 PURCHASE OF MINORITY SHAREHOLDING. 

(1) In the event of an acquirer, or a person acting in concert with such acquirer, becoming registered holder of 90% or 

more of the issued equity share capital of a company, or in the event of any person or group of persons becoming 

90% majority or holding 90% of the issued equity share capital of a company, by virtue of an amalgamation, share 

exchange, conversion of securities or for any other reason, such acquirer, person or group of persons, as the case 

may be, shall notify the company of their intention to buy the remaining equity shares. 

 

(2) The acquirer, person or group of persons under sub-section (1) shall offer to the minority shareholders of the 

company for buying the equity shares held by such shareholders at a price determined on the basis of valuation by a 

registered valuer in accordance with such rules as may be prescribed. 

 

(3) Without prejudice to the provisions of sub-sections (1) and (2), the minority shareholders of the company may offer 

to the majority shareholders to purchase the minority equity shareholding of the company at the price determined 

in accordance with such rules as may be prescribed under sub-section (2). 

 

(4) The majority shareholders shall deposit an amount equal to the value of shares to be acquired by them under sub-

section (2) or sub-section (3), as the case may be, in a separate bank account to be operated company whose shares 

are being transferred for at least one year for payment to the minority shareholders and such amount shall be 

disbursed to the entitled shareholders within sixty days: 
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Provided that such disbursement shall continue to be made to the entitled shareholders for a period of one year, 

who for any reason had not been made disbursement within the said period of 60 days or if the disbursement have 

been made within the aforesaid period of 60 days, fail to receive or claim payment arising out of such disbursement. 

 

(5) In the event of a purchase under this section, company whose shares are being transferred shall act as a transfer 

agent for receiving and paying the price to the minority shareholders and for taking delivery of the shares and 

delivering such shares to the majority, as the case may be. 

 

(6) In the absence of a physical delivery of shares by the shareholders within the time specified by the company, the 

share certificates shall be deemed to be cancelled, and the company whose shares are being transferred shall be 

authorised to issue shares in lieu of the cancelled shares and complete the transfer in accordance with law and 

make payment of the price out of deposit made under sub-section (4) by the majority in advance to the minority by 

dispatch of such payment. 

 

(7) In the event of a majority shareholder or shareholders requiring a full purchase and making payment of price by 

deposit with the company for any shareholder or shareholders who have died or ceased to exist, or whose heirs, 

successors, administrators or assignees have not been brought on record by transmission, the right of such 

shareholders to make an offer for sale of minority equity shareholding shall continue and be available for a period of 

3 years from the date of majority acquisition or majority shareholding. 

(8) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

(9) 

Where the shares of minority shareholders have been acquired in pursuance of this section and as on or prior to the 

date of transfer following such acquisition, the shareholders holding 75% or more minority equity shareholding 

negotiate or reach an understanding on a higher price for any transfer, proposed or agreed upon, of the shares held 

by them without disclosing the fact or likelihood of transfer taking place on the basis of such negotiation, 

understanding or agreement, the majority shareholders shall share the additional compensation so received by 

them with such minority shareholders on a pro rata basis. 

 

Explanation.—For the purposes of this section, the expressions “acquirer” and “person acting in concert” shall have 

the meanings respectively assigned to them in clause (b) and clause (e) of sub-regulation (1) of regulation 2 of the 

Securities and Exchange Board of India (Substantial Acquisition of Shares and Takeovers) Regulations, 1997. 

 

Example 3: The issued equity share capital of ABC Limited is INR 50 crore and 90% of such issued capital has been 
acquired by the XYZ Limited as a part of Amalgamation. In remaining minority shareholding of INR 5 crore, INR 4 
crore has been held by Person “A”. Hence, if he negotiates with the company with price higher then the decided 
under the scheme. The extra amount / compensation received by person “A” shall be allocated to all minority 
shareholders on pro rata basis. 
 
When a shareholder or the majority equity shareholder fails to acquire full purchase of the shares of the minority 

equity shareholders, then, the provisions of this section shall continue to apply to the residual minority equity 

shareholders, even though,— 

(a)  the shares of the company of the residual minority equity shareholder had been delisted; and 

(b)  the period of one year or the period specified in the regulations made by the Securities and 

Exchange Board under the Securities and Exchange Board of India Act, 1992, had elapsed. 

 
 
Example 4: Ram Company Limited, a company incorporated under the Companies Act, 2013 has paid up equity 
share capital of ` 1,00,00,000 of face value of ` 10 each divided into 10,00,000 shares. The company’s financial 
position is gradually deteriorating since last 3 years. Rajan Company Limited, which is in the same line of business as 
of Ram, has paid up equity share capital of ` 5,00,00,000 of ` 1 each divided into 5,00,00,000 has proposed to take 
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over Ram Company Limited. What minimum numbers of shareholders are required to become the shareholders of 
Rajan Company limited to complete the amalgamation in the nature of merger? 
Answer: As per the provisions of the Companies Act, 2013 one of the conditions for the amalgamation to be in the 
nature of merger is Shareholders holding not less than 90% of the face value of the equity shares of the transferor 
company (other than the equity shares already held therein, immediately before the amalgamation, by the 
transferee company or its subsidiaries or their nominee) become equity shareholders of the transferee company by 
virtue of the amalgamation. Therefore, Shareholders holding not less than 90% of the face value of equity shares of 
Ram Company Limited, are required to become the shareholders of 
Rajan company limited to complete the amalgamation in the nature of merger 

 

237 POWER OF CENTRAL GOVERNMENT TO PROVIDE FOR AMALGAMATION OF COMPANIES IN PUBLIC INTEREST. 

(1) 

 

 

 

 

Where the Central Government is satisfied that it is essential in the public interest that two or more companies 

should amalgamate, the Central Government may, by order notified in the Official Gazette, provide for the 

amalgamation of those companies into a single company with such constitution, with such property, powers, rights, 

interests, authorities and privileges, and with such liabilities, duties and obligations, as may be specified in the order. 

 

(2) The order under sub-section (1) may also provide forthe continuation by or against the transferee company of any 

legal proceedings pending by or against any transferor company and such consequential, incidental and 

supplemental provisions as may, in the opinion of the Central Government, be necessary to give effect to the 

amalgamation. 

 

(3) Every member or creditor, including a debenture holder, of each of the transferor companies before the 

amalgamation shall have, as nearly as may be, the same interest in or rights against the transferee company as he 

had in the company of which he was originally a member or creditor, and in case the interest or rights of such 

member or creditor in or against the transferee company are less than his interest in or rights against the original 

company, he shall be entitled to compensation to that extent, which shall be assessed by such authority as may be 

prescribed and every such assessment shall be published in the Official Gazette, and the compensation so assessed 

shall be paid to the member or creditor concerned by the transferee company. 

 

(4) Any person aggrieved by any assessment of compensation made by the prescribed authority under sub-section (3) 

may, within a period of30 days from the date of publication of such assessment in the Official Gazette, prefer an 

appeal to the Tribunal and thereupon the assessment of the compensation shall be made by the Tribunal.  

 

(5) No order shall be made under this section unless— 

(a)  a copy of the proposed order has been sent in draft to each of the companies concerned; 

(b)  the time for preferring an appeal under sub-section (4) has expired, or where any such appeal has 

been preferred, the appeal has been finally disposed off; and 

(c)  the Central Government has considered, and made such modifications, if any, in the draft order as 

it may deem fit in the light of suggestions and objections which may be received by it from any 

such company within such period as the Central Government may fix in that behalf, not being less 

than 2 months from the date on which the copy aforesaid is received by that company, or from any 

class of shareholders therein, or from any creditors or any class of creditors thereof. 

 

(6) The copies of every order made under this section shall, as soon as may be after it has been made, be laid before 

each House of Parliament.  

 

238 REGISTRATION OF OFFER OF SCHEMES INVOLVING TRANSFER OF SHARES. 

(1) In relation to every offer of a scheme or contract involving the transfer of shares or any class of shares in the 
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transferor company to the transferee company under section 235,— 

(a)  every circular containing such offer and recommendation to the members of the transferor 

company by its directors to accept such offer shall be accompanied by such information and in 

such manner as may be prescribed; 

(b)  every such offer shall contain a statement by or on behalf of the transferee company, disclosing 

the steps it has taken to ensure that necessary cash will be available; and 

(c)  every such circular shall be presented to the Registrar for registration and no such circular shall be 

issued until it is so registered: 

 

Provided that the Registrar may refuse, for reasons to be recorded in writing, to register any such circular which 

does not contain the information required to be given under clause (a) or which sets out such information in a 

manner likely to give a false impression, and communicate such refusal to the parties within thirty days of the 

application.  

 

(2) An appeal shall lie to the Tribunal against an order of the Registrar refusing to register any circular under sub-section 

(1). 

 

(3) The director who issues a circular which has not been presented for registration and registered under clause (c) of 

sub-section (1), shall be liable to a penalty of one lakh rupees 

 

239 PRESERVATION OF BOOKS AND PAPERS OF AMALGAMATED COMPANIES. 

 

 

 

The books and papers of a company which has been amalgamated with, or whose shares have been acquired by, 

another company under this Chapter shall not be disposed of without the prior permission of the Central 

Government and before granting such permission, that Government may appoint a person to examine the books 

and papers or any of them for the purpose of ascertaining whether they contain any evidence of the commission of 

an offence in connection with the promotion or formation, or the management of the affairs, of the transferor 

company or its amalgamation or the acquisition of its shares. 

 

240 LIABILITY OF OFFICERS IN RESPECT OF OFFENCES COMMITTED PRIOR TO MERGER, AMALGAMATION, ETC. 

 

 

 

Notwithstanding anything in any other law for the time being in force, the liability in respect of offences committed 

under this Act by the officers in default, of the transferor company prior to its merger, amalgamation or acquisition 

shall continue after such merger, amalgamation or acquisition. 
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241 APPLICATION TO TRIBUNAL FOR RELIEF IN CASES OF OPPRESSION, ETC 

(1) Any member of a company who complains that— 

 

(a)  the affairs of the company have been or are being conducted  

 in a manner prejudicial to public interest; or  

 in a manner prejudicial or oppressive to him or any other member or members; or  

 in a manner prejudicial to the interests of the company; or 

 

(b)  the material change has taken place in the management or control of the company other than a change 

brought about by, or in the interests of, any creditors, including debenture holders or any class of 

shareholders of the company, whether by an alteration in the  

 Board of Directors; or  

 Manager; or  

 in the ownership of the company’s shares; or 

 in its membership if it has no share capital; or  

 in any other manner whatsoever, and  

 

that by reason of such change, it is likely that the affairs of the company will be conducted in a manner prejudicial to 

its interests or its members or any class of members, may apply to the Tribunal, provided such member has a right to 

apply under section 244, for an order under this Chapter. 

 

(2) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The Central Government, if it is of the opinion that the affairs of the company are being conducted in a manner 

prejudicial to public interest, it may itself apply to the Tribunal for an order under this Chapter. 

 

 

Examples 

1. A shareholder was reduced to a minority status since the company had increased the capital and allotted the 

additional shares in a manner that resulted in a new majority. As against a petition filed by this shareholders, 

the majority shareholders offered to restore his  status back to the existing before the increase of capital, if 

Public interest 

Member himself 

company 

change in management resulting in change in shareholding which may result into 
oppression or mismanagement 

VI 

 

OPPRESSION AND MISMANAGEMENT 
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the management of another company was handed over to them. Such a transfer of management of another 

company, does not come under the purview of this section. 

 

2. In an application filed to the Tribunal, claiming oppression, a shareholder who is also the director of the 

company cannot claim compensation by way of salary paid to other directors Shareholders can share the 

dividend of the company, if it is declared but cannot seek directions to be compensated. The payment of 

salary is a question that concerns the Board of Directors and not the Tribunal. 

 

3. Failure to declare dividend does not amount to oppression. (Thomas Veddon V.J.  (v)  Kuttanad Robber Co. 

Ltd). 

 

4. Where a person without being so appointed, was acting as a Managing Director and was discharging his 

functions as such, whether with or without the knowledge of the members, a member could not claim that it 

was an act of oppression, by filing an application with the Tribunal. 

 

5. While obtaining relief from Tribunal, continuous losses cannot, by itself, be regarded as oppression(Ashok 

Betelnut Co. P. Ltd. vs. M.K. Chandrakanth). 

 
 

6. Mere lack of confidence among members themselves resulting in certain acts of  irregularities  or illegalities 

cannot be held to be oppressive per se. A case of oppression as well as mismanagement has to be made out 

by the petitioners substantiating that the acts complained of have caused prejudice to the interest of the 

company and its members and shareholders to have a cause of action to attract the provisions of the Act. 

 

7. Directorial complaints cannot be entertained in such a petition unless it is a composite  complaint and is in 

the case of a company in the nature of quasi – partnership (i.e. small partnerships of a limited number of 

individuals which, although operating as  a  limited company, run as if they are partnership between those 

individuals at the control. 

 

8. The matter of selection and appointment of dealers of the company’s products is  not  within  the ambit and 

scope of the proceedings under section 241 (erstwhile section of the Act). In a tripartite agreement with the 

government, a project was assigned to the  company.  In  this case, the right to manage the affairs of the 

company is vested in the majority of the shareholders and not in the person who might have procured the 

project for the company. 

 

9. The decisions relating to the operation of the company’s bank accounts are a part of the managerial power of 

the directors The mere fact that a director is not being associated with   the operation of the company’s bank 

accounts, does not constitute oppression or mismanagement. (Sudha M. Singh v. Eagle Cones Pvt. Ltd (2000) 

36 CLA 189)1 

 

10. The decision of the Board of Directors to write-off bad debts is  a  commercial decision and does not require 

any judicial interference. 

 

11. The members of the company, Minions Private Limited have filed an  application  for  oppression in the 

company. To prove their facts, the members have requested for  theinspection of documents of the company, 

which the company denied to provide. Discuss, whether this amount to oppression? 
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The right to inspection of documents and books of account of a company is not limited to the Board of 

directors. In order to prove allegations made in a petition under section 241 (erstwhile section of the Act), the 

shareholders are entitled to be allowed inspection of the books of account and other relevant papers of the 

company. However, mere denial of inspection, whether during the pendency of the petition or  before it,  does  

not  amount to an act of oppression as held in the case of Lalita Rajya Lakshmi v.  Indian  Motor  Co.  

(Hazaribagh) Ltd. (1962) 32 Com Cases 207. 

 

If a petitioner cannot make out a case of mismanagement and oppression, because he  was  unable to collect 

materials for the purpose, it is not for the court to direct the directors of the company to offer  inspection  of  

the  company’s books and accounts so as to enable a petitioner to  collect  materials  for  the petition under 

the Act. 

12. In deciding an application under section 241 and 242 (erstwhile section of the Act),  the  Tribunal has to bear 

in mind that the act of oppression must be a continuing one. A single act    of renting out the premises of the 

company without the knowledge of the members cannot be termed as oppression or mismanagement. 

13. The power to issue shares should be exercised bona-fide in the interest of the company and  not for benefiting 

the directors or any other group. The directors are  in  a  fiduciary position with the company and must 

exercise their power to issue the shares for the benefit of the company. If the power is exercised solely for 

their personal benefit, the Tribunal may interfere and prevent the directors from doing so. The act  of  issue of  

further shares by  the directors of a company for the purpose of converting a majority into minority is a grave 

act of oppression 

(3) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

(4) 

 Where in the opinion of the Central Government there exist circumstances suggesting that–– 

(a)       any person concerned in the conduct and management of the affairs of a company is or has been in connection 

therewith guilty of fraud, misfeasance, persistent negligence or default in carrying out his obligations and 

functions under the law or of breach of trust; 

(b)        the business of a company is not or has not been conducted and managed by such person in accordance with 

sound business principles or prudent commercial practices; 

(c)          a company is or has been conducted and managed by such person in a manner which is likely to cause, or has 

caused, serious injury or damage to the interest of the trade, industry or business to which such company 

pertains; or 

(d)          the business of a company is or has been conducted and managed by such person with intent to defraud its 

creditors, members or any other person or otherwise for a fraudulent or unlawful purpose or in a manner 

prejudicial to public interest, 

                 the Central Government may initiate a case against such person and refer the same to the Tribunal with a 

request that the Tribunal may inquire into the case and record a decision as to whether or not such person is 

a fit and proper person to hold the office of director or any other office connected with the conduct and 

management of any company. 

                The person against whom a case is referred to the Tribunal under sub-section (3), shall be joined as a 

respondent to the application. 
 

Every application under sub-section (3)–– 

(a)    shall contain a concise statement of such circumstances and materials as the Central Government may consider 
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necessary for the purposes of the inquiry; and 

(b)   shall be signed and verified in the manner laid down in the Code of Civil Procedure, 1908, for the signature and 

verification of a plaint in a suit by the Central Government.] 

 

242 POWERS OF TRIBUNAL      

(1) If, on any application made under section 241, the Tribunal is of the opinion— 

(a)  that the company’s affairs have been or are being conducted in a manner prejudicial or oppressive to any 

member or members or prejudicial to public interest or in a manner prejudicial to the interests of the 

company; and 

 

(b)  that to wind up the company would unfairly prejudice such member or members, but that otherwise the facts 

would justify the making of a winding-up order on the ground that it was just and equitable that the company 

should be wound up, the Tribunal may, with a view to bringing to an end the matters complained of, make 

such order as it thinks fit. 

 

(2) Without prejudice to the generality of the powers under sub-section (1), an order under that sub-section may provide 

for— 

(a)  the regulation of conduct of affairs of the company in future; 

(b)  the purchase of shares or interests of any members of the company by other members thereof or by the 

company; 

(c)  in the case of a purchase of its shares by the company as aforesaid, the consequent reduction of its share 

capital; 

(d)  restrictions on the transfer or allotment of the shares of the company; 

(e)  the termination, setting aside or modification, of any agreement, howsoever arrived at, between the 

company and the managing director, any other director or manager, upon such terms and conditions as may, 

in the opinion of the Tribunal, be just and equitable in the circumstances of the case; 

(f)  the termination, setting aside or modification of any agreement between the company and any person other 

than those referred to in clause (e): 

 Provided that no such agreement shall be terminated, set aside or modified except after due notice and after 

obtaining the consent of the party concerned; 

(g)  the setting aside of any transfer, delivery of goods, payment, execution or other act relating to property made 

or done by or against the company within three months before the date of the application under this section, 

which would, if made or done by or against an individual, be deemed in his insolvency to be a fraudulent 

preference; 

(h)  removal of the managing director, manager or any of the directors of the company; 

(i)  recovery of undue gains made by any managing director, manager or director during the period of his 

appointment as such and the manner of utilisation of the recovery including transfer to Investor Education 

and Protection Fund or repayment to identifiable victims; 

(j) the manner in which the managing director or manager of the company may be appointed subsequent to an 

order removing the existing managing director or manager of the company made under clause (h); 

(k)  appointment of such number of persons as directors, who may be required by the Tribunal to report to the 

Tribunal on such matters as the Tribunal may direct; 

(l) imposition of costs as may be deemed fit by the Tribunal; 

(m)  any other matter for which, in the opinion of the Tribunal, it is just and equitable that provision should be 

made. 

(3) A certified copy of the order of the Tribunal under sub-section (1)shall be filed by the company with the Registrar 

within 30 days of the order of the Tribunal. 

To get Law Full Book fill the form at - tiny.cc/lawbookfree

CS Shreyans Jain
www.fast.edu.in



 

125 
 

 

(4) 

 

 

 

(4A) 

The Tribunal may, on the application of any party to the proceeding, make any interim order which it thinks fit for 

regulating the conduct of the company’s affairs upon such terms and conditions as appear to it to be just and 

equitable. 

 
1At the conclusion of the hearing of the case in respect of sub-section (3) of section 241, the Tribunal shall record its 

decision stating therein specifically as to whether or not the respondent is a fit and proper person to hold the office of 

director or any other office connected with the conduct and management of any company 

 

(5) 

 

 

 

 

Where an order of the Tribunal under sub-section (1) makes any alteration in the memorandum or articles of a 

company, then, notwithstanding any other provision of this Act, the company shall not have power, except to the 

extent, if any, permitted in the order, to make, without the leave of the Tribunal, any alteration whatsoever which is 

inconsistent with the order, either in the memorandum or in the articles 

 

(6) Subject to the provisions of sub-section (1), the alterations made by the order in the memorandum or articles of a 

company shall, in all respects, have the same effect as if they had been duly made by the company in accordance with 

the provisions of this Act and the said provisions shall apply accordingly to the memorandum or articles so altered. 

 

(7) A certified copy of every order altering, or giving leave to alter, a company’s memorandum or articles, shall within 30 

days after the making thereof, be filed by the company with the Registrar who shall register the same. 

 

(8) If a company contravenes the provisions of sub-section (5),  

 the company shall be punishable with fine which shall not be less than rupees 1,00,000 to 25,00,000; and  

 every officer of the company who is in default shall be punishable  

 with fine which shall not be less than rupees 25,000-1,00,000 or  

 

 

243 CONSEQUENCE OF TERMINATION OR MODIFICATION OF CERTAIN AGREEMENT 

(1) 

 

 

 

 

 

 

 

 

 

(1A) 

 

 

 

 

 

(1B) 

Where an order made under section 242 terminates, sets aside or modifies an agreement such as is referred to in sub-

section (2) of that section,— 

(a) such order shall not give rise to any claims whatever against the company by any person for damages or for 

compensation for loss of office or in any other respect either in pursuance of the agreement or otherwise; 

(b)  no managing director or other director or manager whose agreement is so terminated or set aside shall, for a 

period of 5 years from the date of the order terminating or setting aside the agreement, without the leave of 

the Tribunal, be appointed, or act, as the managing director or other director or manager of the company: 

 

The person who is not a fit and proper person pursuant to sub-section (4A) of section 242 shall not hold the office of a 

director or any other office connected with the conduct and management of the affairs of any company for a period of 

five years from the date of the said decision: 

Provided that the Central Government may, with the leave of the Tribunal, permit such person to hold any such office 

before the expiry of the said period of five years. 

 

Notwithstanding anything contained in any other provision of this Act, or any other law for the time being in force, or 

any contract, memorandum or articles, on the removal of a person from the office of a director or any other office 

connected with the conduct and management of the affairs of the company, that person shall not be entitled to, or be 

paid, any compensation for the loss or termination of office. 

Provided that the Tribunal shall not grant leave under this clause unless notice of the intention to apply for leave has 
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been served on the Central Government and that Government has been given a reasonable opportunity of being 

heard in the matter. 

 

(2) Any person who knowingly acts as a managing director or other director or manager of a company in contravention of 

clause (b) of sub-section (1) or (1A); and  

every other director of the company who is knowingly a party to such contravention, shall be punishable  

 with fine which may extend to 5,00,000 rupees; or  

 

244 RIGHT TO APPLY UNDER SECTION 241 

(1) The following members of a company shall have the right to apply under section 241, namely:— 

(a)  in the case of a company having a share capital, 

 not less than 100 members of the company or not less than 1/10th of the total number of its members, 

whichever is less; or  

 any member or members holding not less than 1/10th of the issued share capital of the company, subject 

to the condition that the applicant or applicants has or have paid all calls and other sums due on his or 

their shares; 

 

(b)  in the case of a company not having a share capital, not less than 1/5th of the total number of its members: 

 Provided that the Tribunal may, on an application made to it in this behalf, waive all or any of the 

requirements specified in clause (a) or clause (b)so as to enable the members to apply under section 241. 

 Explanation.—For the purposes of this sub-section, where any share or shares are held by two or more 

persons jointly, they shall be counted only as one member. 

 

(2) 

 

Where any members of a company are entitled to make an application under subsection (1), any one or more of them 

having obtained the consent in writing of the rest, may make the application on behalf and for the benefit of all of 

them. 

 

 A shareholder died. A petition was filed by his legal heir who was in the position of a minority shareholder. 
Can the application filed by the legal heir to the Tribunal, be maintainable in court? 

 

The legal heir of the deceased shareholder with minority status is entitled to file the petition. 
 

 The requirement of shareholding up to the prescribed percentage is mandatory. It must be shown with the 
help of documentary evidence. Possession of share certificates is  a  prima  facie proof that the petitioner is a 
shareholder. There is a presumption that a share certificate    is a valid title to shares. 

 

 Shareholding and membership is reckoned not on the basis of  the  subscribed  or  paid-up share capital, but 
on the basis of the ‘issued’ share capital. For  instance,  a  company may have issued a capital of 50  lakh 
rupees divided into 50,000 shares of  100 rupees each, but  only 45,000 shares may have been subscribed for. 
The  remaining shares will  then be  left  to be disposed of in such a manner as the Board of Directors think best 
in the interests of the company. ‘Issued’ share capital would include both equity and preference share 
capital. 

 

 The consent to be given by  a shareholder is reckoned at the beginning of the  proceedings.  The withdrawal of 
consent by any shareholder during the course of proceedings shall not The consent to be given by  a 
shareholder is reckoned at the beginning of the  proceedings.  The withdrawal of consent by any shareholder 
during the course of proceedings shall not affect the maintainability of the petition [Rajamundhry Electric 
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245 CLASS ACTION 

(1) Such number of member or members, depositor or depositors or any class of them, as the case may be, as are 

indicated in sub-section (2) may, if they are of the opinion that the management or conduct of the affairs of the 

company are being conducted in a manner prejudicial to the interests of the company or its members or depositors, 

file an application before the Tribunal on behalf of the members or depositors for seeking all or any of the following 

orders, namely:— 

(a)  to restrain the company from committing an act which is ultra vires the articles or memorandum of the 

company; 

 

(b)  to restrain the company from committing breach of any provision of the company’s memorandum or 

articles; 

 

(c) to declare a resolution altering the memorandum or articles of the company as void if the resolution was 

passed by suppression of material facts or obtained by mis-statement to the members or depositors; 

 

(d)  to restrain the company and its directors from acting on such resolution; 

 

(e)  to restrain the company from doing an act which is contrary to the provisions of this Act or any other law 

for the time being in force; 

(f)  to restrain the company from taking action contrary to any resolution passed by the members; 

(g)  to claim damages or compensation or demand any other suitable action from or against—  

(i)  the company or its directors for any fraudulent, unlawful or wrongful act or omission or conduct or 

any likely act or omission or conduct on its or their part; 

(ii)  the auditor including audit firm of the company for any improper or misleading statement of 

particulars made in his audit report or for any fraudulent, unlawful or wrongful act or conduct; or 

(iii)  any expert or advisor or consultant or any other person for any incorrect or misleading statement 

made to the company or for any fraudulent, unlawful or wrongful act or conduct or any likely act or 

conduct on his part; 

 

(h)  to seek any other remedy as the Tribunal may deem fit. 

 

 

(2) Where the members or depositors seek any damages or compensation or demand any other suitable action from or 

against an audit firm, the liability shall be of the firm as well as of each partner who was involved in making any 

improper or misleading statement of particulars in the audit report or who acted in a fraudulent, unlawful or wrongful 

manner. 

 

(3) (i) The requisite number of members provided in sub-section (1)shall be as under: 

In case of a company having a share capital, the requisite number of member or members to file an application under 

sub-section (1) of section 245 shall be – 

o at least 5% of the total number of members of the company; or 

o 100 members of the company, whichever is less; 

o OR 
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o member or members holding not less than 5% of the issued share capital of the company, in case of an 

unlisted company; 

o OR 

o member or members holding not less than 2% of the issued share capital of the company, in case of a listed 

company. 

The requisite number of depositor or depositors to file an application under sub-section (1) of section 245 shall be - 

 at least 5% of the total number of depositors of the company; or 

 100 depositors of the company, whichever is less; or; 

 depositor or depositors to whom the company owes 5% of total deposits of the company. 

 

(4) In considering an application under sub-section (1), the Tribunal shall take into account, in particular— 

(a)  whether the member or depositor is acting in good faith in making the application for seeking an order; 

(b)  any evidence before it as to the involvement of any person other than directors or officers of the company 

on any of the matters provided in clauses (a)to (f) of subsection (1); 

(c)  whether the cause of action is one which the member or depositor could pursue in his own right rather than 

through an order under this section; 

(d)  any evidence before it as to the views of the members or depositors of the company who have no personal 

interest, direct or indirect, in the matter being proceeded under this section; 

(e)  where the cause of action is an act or omission that is yet to occur, whether the act or omission could be, 

and in the circumstances would be likely to be— 

(i)  authorised by the company before it occurs; or 

(ii)  ratified by the company after it occurs; 

(f)  where the cause of action is an act or omission that has already occurred, whether the act or omission could 

be, and in the circumstances would be likely to be, ratified by the company. 

(5) If an application filed under sub-section (1) is admitted, then the Tribunal shall have regard to the following, namely:— 

(a)  public notice shall be served on admission of the application to all the members or depositors of the class 

in such manner as may be prescribed; 

(b)  all similar applications prevalent in any jurisdiction should be consolidated into a single application and the 

class members or depositors should be allowed to choose the lead applicant and in the event the members 

or depositors of the class are unable to come to a consensus, the Tribunal shall have the power to appoint a 

lead applicant, who shall be in charge of the proceedings from the applicant’s side; 

(c)  two class action applications for the same cause of action shall not be allowed; 

(d)  the cost or expenses connected with the application for class action shall be defrayed by the company or any 

other person responsible for any oppressive act. 

 

(6) Any order passed by the Tribunal shall be binding on the company and all its members, depositors and auditor 

including audit firm or expert or consultant or advisor or any other person associated with the company. 

 

(7) 

 

Any company which fails to comply with an order passed by the Tribunal under this section shall be punishable with 

fine rupees 5,00,000 – 25,00,000; and every officer of the company who is in default shall be punishable  

 with imprisonment for a term which may extend to 3 years; and  

 with fine rupees 25,000 -1,00,000. 

 

(8) 

 

Where any application filed before the Tribunal is found to be frivolous or vexatious, it shall, for reasons to be 

recorded in writing, reject the application and make an order that the applicant shall pay to the opposite party such 

cost, not exceeding  rupees 1,00,000 , as may be specified in the order. 
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(9) 

 

(10) 

Nothing contained in this section shall apply to a banking company. 

 

Subject to the compliance of this section, an application may be filed or any other action may be taken under this 

section by any person, group of persons or any association of persons representing the persons affected by any act or 

omission, specified in sub-section (1) 

 

 

246 APPLICATION OF CERTAIN PROVISIONS TO PROCEEDINGS UNDER SECTION 241 OR SECTION 245. 

 

 

The provisions of sections 337, 338, 339, 340 and 341 (both inclusive) shall apply mutatis mutandis, in relation to an 

application made to the Tribunal under section 241 or section 245. 
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271 

 

CIRCUMSTANCES IN WHICH COMPANY MAY BE WOUND UP BY TRIBUNAL 

 

 

 

 

A company may, on a petition under section 272, be wound up by the Tribunal,— 

(a) if the company has, by special resolution, resolved that the company be wound up by the Tribunal; 

 

(b) if the company has acted against the interests of the sovereignty and integrity of India, the security of the 

State, friendly relations with foreign States, public order, decency or morality; 

 

(c) if on an application made  by the Registrar; or  any other person authorized by the Central Government by 

notification under this Act, the Tribunal is of the opinion that: - 

 the affairs of the company have been conducted in a fraudulent manner; or  

 the company was formed for fraudulent and unlawful purpose; or  

 the persons concerned in the formation or management of its affairs have been guilty of fraud, misfeasance 

or misconduct in connection therewith and that it is proper that the company be wound up; 

 

(d) if the company has made a default in filing with the Registrar its financial statements or annual returns for 

immediately preceding 5 consecutive financial years; or 

 

(e) if the Tribunal is of the opinion that it is just and equitable that the company should be wound up. 

 

 
 

272 PETITION FOR WINDING UP 

(1) 

 

 

Subject to the provisions of this section, a petition to the Tribunal for the winding up of a company shall be presented 

by— 

(a) the company; 

(b) any contributory or contributories; 

(c) all or any of the persons specified in clauses (a) and (b); 

(d) the Registrar; 

(e) any person authorised by the Central Government in that behalf; or 
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(f) in a case falling under clause (b) of section 271, by the Central Government or a State Government 

 

 PETITION BY CONTRIBUTORY 

 A contributory shall be entitled to present a petition for the winding up of a company, if shares in respect of which he 

is a contributory or some of them were  

 either originally allotted to him or have been held by him, and registered in his name, for at least 6 months 

during the 18 months immediately before the commencement of the winding up; or  

 have devolved on him through the death of a former holder. 

Such petition may be made notwithstanding that he may be the holder of fully paid-up shares, or that the 

company may have no assets at all or may have no surplus assets left for distribution among the shareholders 

after the satisfaction of its liabilities,  

 

 PETITION BY REGISTRAR 

 The Registrar shall be entitled to present a petition for winding up under section 271, except on the grounds specified 

in clause (a) or clause (e) of that sub-section but the Registrar shall obtain the previous sanction of the Central 

Government to the presentation of a petition: 

But the Central Government shall not accord its sanction unless the company has been given a reasonable opportunity 

of making representations. 

 

 PETITON BY COMPANY 

 A petition presented by the company for winding up before the Tribunal shall be admitted only if accompanied by a 

statement of affairs in such form and in such manner as may be prescribed.  

 A copy of the petition made under this section shall also be filed with the Registrar and the Registrar shall, without 

prejudice to any other provisions, submit his views to the Tribunal within 60 days of receipt of such petition. 

 

273 POWERS OF TRIBUNAL. 

(1) 

 

 

 

 

 

The Tribunal may, on receipt of a petition for winding up under section 272pass any of the following orders, namely: 

— 

 dismiss it, with or without costs; 

 make any interim order as it thinks fit; 

 appoint a provisional liquidator of the company till the making of a winding up order; 

 make an order for the winding up of the company with or without costs; or 

Petition for 
Winding Up 
to Tribunal 

can be made 
by 

• TheCompany 

• Any Contributory orContributories 

• All or any of the persons specified in clauses (a) and(b) 

• Theregistrar 

• Any person authorized by Central Government in 
thatbehalf 

• In case affairs of the company conducted in a Fraudulent 
manner, by theCG/SG. 
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 any other order as it thinks fit: 

an order under this sub-section shall be made within 90 days from the date of presentation of the petition: 

 

before appointing a provisional liquidator as above, the Tribunal shall give notice to the company and afford a 

reasonable opportunity to it to make its representations, if any, unless for special reasons to be recorded in writing, 

the Tribunal thinks fit to dispense with such notice: 

 

The Tribunal shall not refuse to make a winding up order on the ground only that the assets of the company have been 

mortgaged for an amount equal to or in excess of those assets, or that the company has no assets. 

 

(2) Where a petition is presented on the ground that it is just and equitable that the company should be wound up, the 

Tribunal may refuse to make an order of winding up, if it is of the opinion that some other remedy is available to the 

petitioners and that they are acting unreasonably in seeking to have the company wound up instead of pursuing the 

other remedy. 

 

 

  

 
 

274 

 

DIRECTIONS FOR FILING STATEMENT OF AFFAI` 

(1) 

 

 

 

 

 

 

 

Where a petition for winding up is filed before the Tribunal by any person other than the company, the Tribunal 

shall, if satisfied that a prima facie case for winding up of the company is made out, by an order direct the company 

to file its objections along with a statement of its affairs within 30 days of the order in such form and in such 

manner as may be prescribed: 

 

The Tribunal may allow a further period of 30 days in a situation of contingency or special circumstances: 

 

The Tribunal may direct the petitioner to deposit such security for costs as it may consider reasonable as a 
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precondition to issue directions to the company. 

 

(2) A company, which fails to file the statement of affairs as referred to in sub-section (1), shall forfeit the right to 

oppose the petition and such directors and officers of the company as found responsible for such non-compliance, 

shall be liable for punishment under sub-section (4). 

 

(3) The directors and other officers of the company, in respect of which an order for winding up is passed by the 

Tribunal under clause (d) of sub-section (1) of section 273, shall, within a period of 30 days of such order, submit, at 

the cost of the company, the books of account of the company completed and audited up to the date of the order, 

to such liquidator and in the manner specified by the Tribunal. 

 

(4) If any director or officer of the company contravenes the provisions of this section, the director or the officer of the 

company who is in default shall be punishable with imprisonment for a term which may extend to 6 months or with 

fine which shall not be less than rupees 25,000 -5,00,000 or with both. 

 

(5) The complaint may be filed in this behalf before the Special Court by Registrar, provisional liquidator, Company 

Liquidator or any person authorised by the Tribunal. 

 

275 COMPANY LIQUIDATORS AND THEIR APPOINTMENTS 

(1) 

 

 

For the purposes of winding up of a company by the Tribunal, the Tribunal at the time of the passing of the order of 

winding up, shall appoint an Official Liquidator or a liquidator from the panel maintained under sub-section (2) as 

the Company Liquidator. 

 

(2) The provisional liquidator or the company liquidator, as the case may be, shall be appointed by the tribunal from 

amongst the insolvency resolution professional registered under the Insolvency and Bankruptcy Code, 2016  

 

(3) Where a provisional liquidator is appointed by the Tribunal, the Tribunal may limit and restrict his powers by the 

order appointing him or it or by a subsequent order, but otherwise he shall have the same powers as a liquidator. 

 

(4) The terms and conditions of appointment of a provisional liquidator or Company Liquidator and the fee payable to 

him or it shall be specified by the Tribunal on the basis of task required to be performed, experience, qualification of 

such liquidator and size of the company. 

 

(5) On appointment as provisional liquidator or Company Liquidator, as the case may be, such liquidator shall file a 

declaration within 7 days from the date of appointment in the prescribed form disclosing conflict of interest or lack 

of independence in respect of his appointment, if any, with the Tribunal and such obligation shall continue 

throughout the term of his appointment. 

 

(6) While passing a winding up order, the Tribunal may appoint a provisional liquidator, if any, appointed under clause 

(c) of sub-section (1) of section 273, as the Company Liquidator for the conduct of the proceedings for the winding 

up of the company. 

 

276 REMOVAL AND REPLACEMENT OF LIQUIDATOR. 

(1) 

 

 The Tribunal may, on a reasonable cause being shown and for reasons to be recorded in writing, remove the 

provisional liquidator or the Company Liquidator, as the case may be, as liquidator of the company on any of the 
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following grounds, namely:— 

misconduct; 

 fraud or misfeasance; 

 professional incompetence or failure to exercise due care and diligence in performance of the powers and 

functions; 

 inability to act as provisional liquidator or as the case may be, Company Liquidator; 

 conflict of interest or lack of independence during the term of his appointment that would justify removal. 

(2) In the event of death, resignation or removal of the provisional liquidator or as the case may be, Company 

Liquidator, the Tribunal may transfer the work assigned to him or it to another Company Liquidator for reasons to 

be recorded in writing. 

 

(3) Where the Tribunal is of the opinion that any liquidator is responsible for causing any loss or damage to the 

company due to fraud or misfeasance or failure to exercise due care and diligence in the performance of his or its 

powers and functions, the Tribunal may recover or cause to be recovered such loss or damage from the liquidator 

and pass such other orders as it may think fit. 

 

(4) The Tribunal shall, before passing any order under this section, provide a reasonable opportunity of being heard to 

the provisional liquidator or, as the case may be, Company Liquidator. 

 

277 INTIMATION TO COMPANY LIQUIDATOR, PROVISIONAL   LIQUIDATOR  AND  REGISTRAR. 

(1) Where the Tribunal makes an order for appointment of provisional liquidator or for the winding up of a company, it 

shall, within a period not exceeding 7 days from the date of passing of the order, cause intimation thereof to be sent 

to  

 the Company Liquidator or provisional liquidator; and  

 the Registrar. 

 

(2) On receipt of the copy of order of appointment of provisional liquidator or winding up order, the Registrar shall 

make an endorsement to that effect in his records relating to the company and notify in the Official Gazette that 

such an order has been made and in the case of a listed company, the Registrar shall intimate about such 

appointment or order, as the case may be, to the stock exchange or exchanges where the securities of the company 

are listed 

 

(3) The winding up order shall be deemed to be a notice of discharge to the officers, employees and workmen of the 

company, except when the business of the company is continued. 

 

(4) Within 3 weeks from the date of passing of winding up order, the Company Liquidator shall make an application to 

the Tribunal for constitution of a winding up committee to assist and monitor the progress of liquidation 

proceedings by the Company Liquidator in carrying out the function as provided hereunder and such winding up 

committee shall comprise of the following persons, namely:— 

 Official Liquidator attached to the Tribunal; 

 nominee of secured creditors; and 

 a professional nominated by the Tribunal. 

 

(5) The Company Liquidator shall be the convener of the meetings of the winding up committee which shall assist and 
monitor the liquidation proceedings in following areas of liquidation functions, namely:— 

To get Law Full Book fill the form at - tiny.cc/lawbookfree

CS Shreyans Jain
www.fast.edu.in



 

135 
 

 taking over assets; 

 examination of the statement of affairs; 

 recovery of property, cash or any other assets of the company including benefits derived there from; 

 review of audit reports and accounts of the company; 

 sale of assets; 

 finalisation of list of creditors and contributories; 

 compromise, abandonment and settlement of claims; 

 payment of dividends, if any; and 

 any other function, as the Tribunal may direct from time to time. 
 

(6) The Company Liquidator shall place before the Tribunal a report along with minutes of the meetings of the 
committee on monthly basis duly signed by the members present in the meeting for consideration till the final 
report for dissolution of the company is submitted before the Tribunal. 
 

(7) The Company Liquidator shall prepare the draft final report for consideration and approval of the winding up 
committee. 
 

(8) The final report so approved by the winding up committee shall be submitted by the Company Liquidator before the 
Tribunal for passing of a dissolution order in respect of the company. 

 
278 EFFECT OF WINDING UP ORDER. 

 
 

The order for the winding up of a company shall operate in favour of all the creditors and all contributories of the 
company as if it had been made out on the joint petition of creditors and contributories. 

 
279 STAY OF SUITS, ETC., ON WINDING UP ORDER. 

(1) 
 
 
 
 
 
 
 

When a winding up order has been passed or a provisional liquidator has been appointed, no suit or other legal 
proceeding shall be commenced, or if pending at the date of the winding up order, shall be proceeded with, by or 
against the company, except with the leave of the Tribunal and subject to such terms as the Tribunal may impose: 
 
Provided that any application to the Tribunal seeking leave under this section shall be disposed of by the Tribunal 
within 60 days. 

(2) Nothing in sub-section (1) shall apply to any proceeding pending in appeal before the Supreme Court or a High 
Court. 
 
Example 1: A provisional liquidator is appointed by the Tribunal for initiating the winding up process against M/s TRS 
Ltd. An appeal against M/s TRS Ltd. is pending before the High Court on the date of appointment of the provisional 
liquidator. The management is of the opinion that since the provisional liquidator is appointed by the Tribunal, all 
the pending suits and actions can be preceded only after the permission of the Tribunal. Verify the contention of 
M/s TRS Ltd.  
Answer: In the light of section 279(2), permission of Tribunal is not required in case of appeal against High Court. 

 
280 JURISDICTION OF TRIBUNAL. 

 The Tribunal shall, notwithstanding anything contained in any other law for the time being in force, have jurisdiction 
to entertain, or dispose of,— 

 any suit or proceeding by or against the company; 

 any claim made by or against the company, including claims by or against any of its branches in India; 

 any application made under section 233; 

 any question of priorities or any other question whatsoever, whether of law or facts, including those 
relating to assets, business, actions, rights, entitlements, privileges, benefits, duties, responsibilities, 
obligations or in any matter arising out of, or in relation to winding up of the company,  

 
whether such suit or proceeding has been instituted, or is instituted, or such claim or question has arisen or arises or 
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such application has been made or is made or such scheme has been submitted, or is submitted, before or after the 
order for the winding up of the company is made. 
 
 

 

281 SUBMISSION OF REPORT BY COMPANY LIQUIDATOR 

(1) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Where the Tribunal has made a winding up order or appointed a Company Liquidator, such liquidator shall, within 

60 days from the order, submit to the Tribunal, a report containing the following particulars, namely:— 

 the nature and details of the assets of the company including their location and value, stating separately:- 

 the cash balance in hand and in the bank, if any; and  

 the negotiable securities, if any, held by the company: 

 The valuation of the assets shall be obtained from registered valuers for this purpose; 

 

 amount of capital issued, subscribed and paid-up; 

 the existing and contingent liabilities of the company including names, addresses and occupations of its 

creditors, stating separately  

 the amount of secured and unsecured debts; and  

 in the case of secured debts, particulars of the securities given, whether by the company or an officer 

thereof, their value and the dates on which they were given; 

 the debts due to the company and the names, addresses and occupations of the persons from whom they 

are due and the amount likely to be realised on account thereof; 

 guarantees, if any, extended by the company; 

 list of contributories and dues, if any, payable by them and details of any unpaid call; 

 details of trade marks and intellectual properties, if any, owned by the company; 

 details of subsisting contracts, joint ventures and collaborations, if any; 

 details of holding and subsidiary companies, if any; 

 details of legal cases filed by or against the company; and  

 any other information which the Tribunal may direct or the Company Liquidator may consider necessary to 

include. 

(2) The Company Liquidator shall include in his report 

 the manner in which the company was promoted or formed;  

 whether in his opinion any fraud has been committed by any person in its promotion or formation or by any 

officer of the company in relation to the company since the formation thereof; and  

 any other matters which, in his opinion, it is desirable to bring to the notice of the Tribunal. 

 

(3) The Company Liquidator shall also make a report on the viability of the business of the company or the steps which, 

in his opinion, are necessary for maximising the value of the assets of the company. 

 

(4) The Company Liquidator may also, if he thinks fit, make any further report or reports. 

 

(5) Any person describing himself in writing to be a creditor or a contributory of the company shall be entitled by 

himself or by his agent at all reasonable times to inspect the report submitted in accordance with this section and 

take copies thereof or extracts there from on payment of the prescribed fees. 
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282 DIRECTIONS OF TRIBUNAL ON REPORT OF COMPANY LIQUIDATOR. 

(1) 

 

 

 

 

 

 

 

The Tribunal shall, on consideration of the report of the Company Liquidator, fix a time limit within which the entire 

proceedings shall be completed and the company be dissolved: 

The Tribunal may, if it is of the opinion, at any stage of the proceedings, or on examination of the reports submitted 

to it by the Company Liquidator and after hearing the Company Liquidator, creditors or contributories or any other 

interested person, that it will not be advantageous or economical to continue the proceedings, revise the time limit 

within which the entire proceedings shall be completed and the company be dissolved. 

 

(2) The Tribunal may, on examination of the reports submitted to it by the Company Liquidator and after hearing the 
Company Liquidator, creditors or contributories or any other interested person, order sale of the company as a 
going concern or its assets or part thereof: 
The Tribunal may, where it considers fit, appoint a sale committee comprising such creditors, promoters and 
officers of the company as the Tribunal may decide to assist the Company Liquidator in sale under this sub-section. 

(3) Where a report is received from the Company Liquidator or the Central Government or any person that a fraud has 

been committed in respect of the company, the Tribunal shall, without prejudice to the process of winding up, order 

for investigation under section 210, and on consideration of the report of such investigation it may pass order and 

give directions under sections 339 to 342 or direct the Company Liquidator to file a criminal complaint against 

persons who were involved in the commission of fraud. 

 

(4) The Tribunal may order for taking such steps and measures, as may be necessary, to protect, preserve or enhance 

the value of the assets of the company. 

 

(5) The Tribunal may pass such other order or give such other directions as it considers fit. 

  

 

283 CUSTODY OF COMPANY’S PROPERTY 

(1) 

 

 

 

 

 

 

 

 Where a winding up order has been made; or  

 where a provisional liquidator has been appointed, the Company Liquidator or the provisional liquidator, 

as the case may be,  

 

shall, on the order of the Tribunal, forthwith take into his or its custody or control all the property, effects and 

actionable claims to which the company is or appears to be entitled to and take such steps and measures, as may be 

necessary, to protect and preserve the properties of the company. 

 

(2) Notwithstanding anything contained in sub-section (1), all the property and effects of the company shall be deemed 

to be in the custody of the Tribunal from the date of the order for the winding up of the company. 

 

(3) On an application by the Company Liquidator or otherwise, the Tribunal may, at any time after the making of a 

winding up order, require any contributory for the time being on the list of contributories, and any trustee, receiver, 

banker, agent, officer or other employee of the company, to pay, deliver, surrender or transfer forthwith, or within 

such time as the Tribunal directs, to the Company Liquidator, any money, property or books and papers in his 

custody or under his control to which the company is or appears to be entitled 

 

284 PROMOTERS, DIRECTORS, ETC., TO COOPERATE WITH COMPANY LIQUIDATOR. 

(1) The promoters, directors, officers and employees, who are or have been in employment of the company or acting or 
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associated with the company shall extend full cooperation to the Company Liquidator in discharge of his functions 

and duties. 

 

(2) 

 
If any person required to assist or cooperate with the Company Liquidator under sub-section (1) does not assist or 

cooperate, the Company Liquidator may make an application to the Tribunal for necessary directions. 
On receiving an application under sub-section (2), the Tribunal shall, by an order, direct the person required to assist 

or cooperate with the Company Liquidator to comply with the instructions of the Company Liquidator and to 

cooperate with him in discharging his functions and duties 

 

285 SETTLEMENT OF LIST OF CONTRIBUTORIES AND APPLICATION OF ASSETS. 

(1) 

 

 

 

 

 

 

 

 

As soon as may be after the passing of a winding up order by the Tribunal, the Tribunal  

 shall settle a list of contributories,  

 cause rectification of register of members in all cases where rectification is required in pursuance of this 

Act; and  

 shall cause the assets of the company to be applied for the discharge of its liability: 

 

where it appears to the Tribunal that it would not be necessary to make calls on or adjust the rights of 

contributories, the Tribunal may dispense with the settlement of a list of contributories. 

 

(2) 

 

In settling the list of contributories, the Tribunal shall distinguish between those who are contributories in their own 

right and those who are contributories as being representatives of, or liable for the debts of, othe`  

 

(3) 

 

While settling the list of contributories, the Tribunal shall include every person, who is or has been a member, who 

shall be liable to contribute to the assets of the company an amount sufficient for payment of the debts and 

liabilities and the costs, charges and expenses of winding up, and for the adjustment of the rights of the 

contributories among themselves, subject to the following conditions, namely:— 

 a person who has been a member shall not be liable to contribute if he has ceased to be a member for the 

preceding one year or more before the commencement of the winding up; 

 a person who has been a member shall not be liable to contribute in respect of any debt or liability of the 

company contracted after he ceased to be a member; 

 no person who has been a member shall be liable to contribute unless it appears to the Tribunal that the 

present members are unable to satisfy the contributions required to be made by them in pursuance of this 

Act; 

 in the case of a company limited by shares, no contribution shall be required from any person, who is or has 

been a member exceeding the amount, if any, unpaid on the shares in respect of which he is liable as such 

member; 

 in the case of a company limited by guarantee, no contribution shall be required from any person, who is or 

has been a member exceeding the amount undertaken to be contributed by him to the assets of the 

company in the event of its being wound up but if the company has a share capital, such member shall be 

liable to contribute tothe extent of any sum unpaid on any shares held by him as if the company were a 

company limited by shares. 

 

286 OBLIGATIONS OF DIRECTORS AND MANAGE` 

 In the case of a limited company, any person who is or has been a director or manager, whose liability is unlimited 

under the provisions of this Act, shall, in addition to his liability, if any, to contribute as an ordinary member, be 

liable to make a further contribution as if he were at the commencement of winding up, a member of an unlimited 
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company: 

Provided that — 

(a)  a person who has been a director or manager shall not be liable to make such further contribution, if he has 

ceased to hold office for a year or upwards before the commencement of the winding up; 

(b)  a person who has been a director or manager shall not be liable to make such further contribution in 

respect of any debt or liability of the company contracted after he ceased to hold office; 

(c)  subject to the articles of the company, a director or manager shall not be liable to make such further 

contribution unless the Tribunal deems it necessary to require the contribution in order to satisfy the debts 

and liabilities of the company, and the costs, charges and expenses of the winding up. 

 

287 ADVISORY COMMITTEE. 

(1) The Tribunal may, while passing an order of winding up of a company, direct that there shall be, an advisory 
committee to advise the Company Liquidator and to report to the Tribunal on such matters as the Tribunal may 
direct. 
 

(2) The advisory committee appointed by the Tribunal shall consist of not more than 12 members, being creditors and 
contributories of the company or such other persons in such proportion as the Tribunal may, keeping in view the 
circumstances of the company under liquidation, direct. 
 

(3) The Company Liquidator shall convene a meeting of creditors and contributories, as ascertained from the books and 
documents, of the company within 30 days from the date of order of winding up for enabling the Tribunal to 
determine the persons who may be members of the advisory committee. 

(4) The advisory committee shall have the right to inspect the books of account and other documents, assets and 

properties of the company under liquidation at a reasonable time. 

 

(5) The provisions relating to the convening of the meetings, the procedure to be followed thereat and other matters 

relating to conduct of business by the advisory committee shall be such as may be prescribed. 

 

(6) The meeting of advisory committee shall be chaired by the Company Liquidator 

 

Example 2: The winding up process is initiated against Premier Ltd. An advisory committee is formed by the Tribunal 
consisting of thirteen members in order to advice the company liquidator and report to the Tribunal on the matters 
directed by the Tribunal. The composition of advisory committee consists of seven creditors and six contributories. 
Determine the validity of the above constitution. Answer: As per Section 287(2), the advisory committee cannot 
consist of more than twelve members, therefore the constitution of Advisory committee is invalid. 
 

 

288 SUBMISSION OF PERIODICAL REPORTS TO TRIBUNAL. 

(1) 

 

 

The Company Liquidator shall make periodical reports to the Tribunal and in any case make a report at the end of 

each quarter with respect to the progress of the winding up of the company in such form and manner as may be 

prescribed. 

(2) The Tribunal may, on an application by the Company Liquidator, review the orders made by it and make such 

modifications as it thinks fit 

 

290 POWERS AND DUTIES OF COMPANY LIQUIDATOR. 

(1) 

 

 

 

Subject to directions by the Tribunal, if any, in this regard, the Company Liquidator, in a winding up of a company by 

the Tribunal, shall have the power— 

 to carry on the business of the company so far as may be necessary for the beneficial winding up of the 

company; 
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 to do all acts and to execute, in the name and on behalf of the company, all deeds, receipts and other 

documents, and for that purpose, to use, when necessary, the company’s seal; 

 to sell the immovable and movable property and actionable claims of the company by public auction or 

private contract, with power to transfer such property to any person or body corporate, or to sell the same 

in parcels; 

 to sell the whole of the undertaking of the company as a going concern; 

 to raise any money required on the security of the assets of the company; 

 to institute or defend any suit, prosecution or other legal proceeding, civil or criminal, in the name and on 

behalf of the company; 

 to invite and settle claim of creditors, employees or any other claimant and distribute sale proceeds in 

accordance with priorities established under this Act; 

 to inspect the records and returns of the company on the files of the Registrar or any other authority; 

 to prove rank and claim in the insolvency of any contributory for any balance against his estate, and to 

receive dividends in the insolvency, in respect of 

 that balance, as a separate debt due from the insolvent, and rateably with the other separate creditors; 

 to draw, accept, make and endorse any negotiable instruments including cheque, bill of exchange, hundi or 

promissory note in the name and on behalf of the company, with the same effect with respect to the 

liability of the company as if such instruments had been drawn, accepted, made or endorsed by or on 

behalf of the company in the course of its business; 

 to take out, in his official name, letters of administration to any deceased contributory, and to do in his 

official name any other act necessary for obtaining payment of any money due from a contributory or his 

estate which cannot be conveniently done in the name of the company, and in all such cases, the money 

due shall, for the purpose of enabling the Company Liquidator to take out the letters of administration or 

recover the money, be deemed to be due to the Company Liquidator himself; 

 to obtain any professional assistance from any person or appoint any professional, in discharge of his 

duties, obligations and responsibilities and for protection of the assets of the company, appoint an agent to 

do any business which the Company Liquidator is unable to do himself; 

 to take all such actions, steps, or to sign, execute and verify any paper, deed, document, application, 

petition, affidavit, bond or instrument as may be necessary,— 

 for winding up of the company; 

 for distribution of assets; 

 in discharge of his duties and obligations and functions as Company Liquidator; and 

 to apply to the Tribunal for such orders or directions as may be necessary for the winding up of the 

company. 

(2) The exercise of powers by the Company Liquidator as aforesaid shall be subject to the overall control of the 

Tribunal. 

 

(3) Notwithstanding the above, the Company Liquidator shall perform such other duties as the Tribunal may specify in 

this behalf. 

 

291 PROVISION FOR PROFESSIONAL ASSISTANCE TO COMPANY LIQUIDATOR. 

(1) 

 

 

The Company Liquidator may, with the sanction of the Tribunal, appoint one or more CA or CS or CMA or legal 

practitioners or such other professionals on such terms and conditions, as may be necessary, to assist him in the 

performance of his duties and functions under this Act. 
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(2) 

 

 

Any person appointed under this section shall disclose forthwith to the Tribunal in the prescribed form any conflict 

of interest or lack of independence in respect of his appointment. 

 

 

292 EXERCISE AND CONTROL OF  COMPANY LIQUIDATOR'S POWE` 

(1) 

 

 

 

Subject to the provisions of this Act, the Company Liquidator shall, in the administration of the assets of the 

company and the distribution thereof among its creditors, have regard to any directions which may be given by the 

resolution of the creditors or contributories at any general meeting or by the advisory committee. 

 

(2) Any directions given by the creditors or contributories at any general meeting shall, in case of conflict, be deemed to 

override any directions given by the advisory committee. 

 

(3) The Company Liquidator— 

 may summon meetings of the creditors or contributories, whenever he thinks fit, for the purpose of 

ascertaining their wishes; and 

 shall summon such meetings at such times, as the creditors or contributories, as the case may be, may, by 

resolution, direct, or whenever requested in writing to do so by not less than 1/10th in value of the creditors 

or contributories, as the case may be. 

 

(4) Any person aggrieved by any act or decision of the Company Liquidator may apply to the Tribunal, and the Tribunal 

may confirm, reverse or modify the act or decision complained of and make such further order as it thinks just and 

proper in the circumstances 

 

293 BOOKS TO BE KEPT BY COMPANY LIQUIDATOR. 

(1) 

 

 

 

(2) 

 

The Company Liquidator shall keep proper books in such manner, as may be prescribed, in which he shall cause 

entries or minutes to be made of proceedings at meetings and of such other matters as may be prescribed. 

 

Any creditor or contributory may, subject to the control of the Tribunal, inspect any such books, personally or 

through his agent. 

 

294 AUDIT OF COMPANY LIQUIDATOR'S ACCOUNTS. 

(1) 

 

The Company Liquidator shall maintain proper and regular books of account including accounts of receipts and 

payments made by him in such form and manner as may be prescribed. 

 

(2) The Company Liquidator shall, at such times as may be prescribed but not less than twice in each year during his 

tenure of office, present to the Tribunal an account of the receipts and payments as such liquidator in the prescribed 

form in duplicate, which shall be verified by a declaration in such form and manner as may be prescribed. 

 

(3) The Tribunal shall cause the accounts to be audited in such manner as it thinks fit, and for the purpose of the audit, 

the Company Liquidator shall furnish to the Tribunal with such vouchers and information as the Tribunal may 

require, and the Tribunal may, at any time, require the production of, and inspect, any books of account kept by the 

Company Liquidator. 

When the accounts of the company have been audited, one copy thereof shall be filed by the Company Liquidator 

with the Tribunal, and the other copy shall be delivered to the Registrar which shall be open to inspection by any 

creditor, contributory or person interested. 
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(4) Where an account referred to in sub-section (4) relates to a Government company, the Company Liquidator shall 

forward a copy thereof— 

 to the Central Government, if that Government is a member of the Government company; or 

 to any State Government, if that Government is a member of the Government company; or 

 to the Central Government and any State Government, if both the Governments are members of the 

Government company. 

 

(5) The Company Liquidator shall cause the accounts when audited, or a summary thereof, to be printed, and shall send 

a printed copy of the accounts or summary thereof by post to every creditor and every contributory: 

 

Provided that the Tribunal may dispense with the compliance of the provisions of this sub-section in any case it 

deems fit. 

 

295 PAYMENT OF DEBTS BY CONTRIBUTORY AND EXTENT OF SET-OFF. 

(1) 

 

 

 

 

The Tribunal may, at any time after passing of a winding up order, pass an order requiring any contributory for the 

time being on the list of contributories to pay, in the manner directed by the order, any money due to the company, 

from him or from the estate of the person whom he represents, exclusive of any money payable by him or the 

estate by virtue of any call in pursuance of this Act. 

 

(2) The Tribunal, in making an order, under sub-section (1), may,— 

 in the case of an unlimited company, allow to the contributory, by way of setoff, any money due to him or 

to the estate which he represents, from the company, on any independent dealing or contract with the 

company, but not any money due to him as a member of the company in respect of any dividend or profit; 

and 

 in the case of a limited company, allow to any director or manager whose liability is unlimited, or to his 

estate, such set-off. 

 

(3) In the case of any company, whether limited or unlimited, when all the creditors have been paid in full, any money 

due on any account whatever to a contributory from the company may be allowed to him by way of set-off against 

any subsequent call. 

 

296 POWER OF TRIBUNAL TO MAKE CALLS. 

 

 

 

 

 

 

 

 

The Tribunal may, at any time after the passing of a winding up order, and either before or after it has ascertained 

the sufficiency of the assets of the company,— 

 make calls on all or any of the contributories for the time being on the list of the contributories, to the 

extent of their liability, for payment of any money which the Tribunal considers necessary to satisfy the 

debts and liabilities of the company, and 

 the costs, charges and expenses of winding up, and for the adjustment of the rights of the contributories 

among themselves; and 

 make an order for payment of any calls so made. 

 

297 ADJUSTMENT OF RIGHTS OF CONTRIBUTORIES. 

 

 

The Tribunal shall adjust the rights of the contributories among themselves and distribute any surplus among the 

persons entitled thereto. 

 

298 POWER TO ORDER COSTS. 
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The Tribunal may, in the event of the assets of a company being insufficient to satisfy its liabilities, make an order 

for the payment out of the assets, of the costs, charges and expenses incurred in the winding up, in such order of 

priority inter se as the Tribunal thinks just and proper. 

 

299 POWER TO SUMMON PERSONS SUSPECTED OF HAVING PROPERTY OF COMPANY, ETC. 

(1) 

 

 

 

 

The Tribunal may, at any time after the appointment of a provisional liquidator or the passing of a winding up order, 

summon before it any officer of the company or person known or suspected to have in his possession any property 

or books or papers, of the company, or known or suspected to be indebted to the company, or any person whom 

the Tribunal thinks to be capable of giving information concerning the promotion, formation, trade, dealings, 

property, books or papers, or affairs of the company. 

 

(2) The Tribunal may examine any officer or person so summoned on oath concerning the matters aforesaid, either by 

word of mouth or on written interrogatories or on affidavit and may, in the first case, reduce his answers to writing 

and require him to sign them. 

 

(3) The Tribunal may require any officer or person so summoned to produce any books and papers relating to the 

company in his custody or power, but, where he claims any lien on books or papers produced by him, the 

production shall be without prejudice to such lien, and the Tribunal shall have power to determine all questions 

relating to that lien. 

 

(4) The Tribunal may direct the liquidator to file before it a report in respect of debt or property of the company in 

possession of other persons. 

 

(5) If the Tribunal finds that— 

 a person is indebted to the company, the Tribunal may order him to pay to the provisional liquidator or, as 

the case may be, the liquidator at such time and in such manner as the Tribunal may consider just, the 

amount in which he is indebted, or any part thereof, either in full discharge of the whole amount or not, as 

the Tribunal thinks fit, with or without costs of the examination; 

 a person is in possession of any property belonging to the company, the Tribunal may order him to deliver 

to the provisional liquidator or, as the case may be, the liquidator, that property or any part thereof, at such 

time, in such manner and on such terms as the Tribunal may consider just. 

 

(6) If any officer or person so summoned fails to appear before the Tribunal at the time appointed without a reasonable 

cause, the Tribunal may impose an appropriate cost. 

(7) Every order made under sub-section (5) shall be executed in the same manner as decrees for the payment of money 

or for the delivery of property under the Code of Civil Procedure, 1908. 

 

(8) Any person making any payment or delivery in pursuance of an order made under sub-section (5) shall by such 

payment or delivery be, unless otherwise directed by such order, discharged from all liability whatsoever in respect 

of such debt or property. 

 

300 POWER TO ORDER EXAMINATION OF PROMOTERS, DIRECTORS, ETC. 

  Where an order has been made for the winding up of a company by the Tribunal, and the Company 

Liquidator has made a report to the Tribunal under this Act, stating that in his opinion a fraud has been 

committed by any person in the promotion, formation, business or conduct of affairs of the company since 

its formation, the Tribunal may, after considering the report, direct that such person or officer shall attend 

before the Tribunal on a day appointed by it for that purpose, and be examined as to the promotion or 
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formation or the conduct of the business of the company or as to his conduct and dealings as an officer 

thereof. 

 The Company Liquidator shall take part in the examination, and for that purpose he or it may, if specially 

authorised by the Tribunal in that behalf, employ such legal assistance as may be sanctioned by the 

Tribunal. 

 The person shall be examined on oath and shall answer all such questions as the Tribunal may put, or allow 

to be put, to him. 

 A person ordered to be examined under this section— 

 shall, before his examination, be furnished at his own cost with a copy of the 

 report of the Company Liquidator; and 

 may at his own cost employ chartered accountants or company secretaries or 

 cost accountants or legal practitioners entitled to appear before the Tribunal under 

 section 432, who shall be at liberty to put to him such questions as the Tribunal may consider just for the 

purpose of enabling him to explain or qualify any answers given by him. 

 If any such person applies to the Tribunal to be exculpated from any charges made or suggested against 

him, it shall be the duty of the Company Liquidator to appear on the hearing of such application and call the 

attention of the Tribunal to any matters which appear to the Company Liquidator to be relevant. 

 If the Tribunal, after considering any evidence given or hearing witnesses called by the Company Liquidator, 

allows the application made under sub-section (5), the Tribunal may order payment to the applicant of such 

costs as it may think fit. 

 Notes of the examination shall be taken down in writing, and shall be read over to or by, and signed by, the 

person examined, a copy be supplied to him and may thereafter be used in evidence against him, and shall 

be open to inspection by any creditor or contributory at all reasonable times. 

 The Tribunal may, if it thinks fit, adjourn the examination from time to time. 

 An examination under this section may, if the Tribunal so directs, be held before any person or authority 

authorised by the Tribunal. 

 The powers of the Tribunal under this section as to the conduct of the examination, but not as to costs, may 

be exercised by the person or authority before whom the examination is held in pursuance of sub-section 

(9). 

 

 

301 ARREST OF PERSON TRYING TO LEAVE INDIA OR ABSCOND. 

 

 

 

 

 

 

 

 

 

 

At any time either before or after passing a winding up order, if the Tribunal is satisfied that  

 a contributory; or  

 a person having property, accounts or papers of the company in his possession, is about to leave India or 

otherwise to abscond, or is about to remove or conceal any of his property, for the purpose  

 of evading payment of calls; or  

 of avoiding examination respecting the affairs of the company,  

            the Tribunal may cause— 

 the contributory to be detained until such time as the Tribunal may order; and 

 his books and papers and movable property to be seized and safely kept until such time as the 

Tribunal may order. 
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302 DISSOLUTION OF COMPANY BY TRIBUNAL. 

 

 

 

 

 

 

 

 

 

 

 

 

 When the affairs of a company have been completely wound up, the Company Liquidator shallmake an 

application to the Tribunal for dissolution of such company. 

 The Tribunal shall on an application filed by the Company Liquidator under sub-section as aforesaid or 

when the Tribunal is of the opinion that it is just and reasonable in the circumstances of the case that an 

order for the dissolution of the company should be made, make an order that the company be dissolved 

from the date of the order, and the company shall be dissolved accordingly. 

 The Tribunal shall, within a period of thirty days from the date of the order,— 

(a) forward a copy of the order to the Registrar who shall record in the register relating to the company a 

minute of the dissolution of the company; and 
 

(b)  direct the Company Liquidator to forward a copy of the order to the Registrar who shall record in    the 

register relating to the company a minute of the dissolution of the company 

 

324 DEBTS OF ALL DESCRIPTIONS TO BE ADMITTED TO PROOF. 

 

 

 

 

 

 

In every winding up (subject, in the case of insolvent companies, to the application in accordance with the provisions 

of this Act or of the law of insolvency), all debts payable on a contingency, and all claims against the company, 

present or future, certain or contingent, ascertained or sounding only in damages, shall be admissible to proof 

against the company, a just estimate being made, so far as possible, of the value of such debts or claims as may be 

subject to any contingency, or may sound only in damages, or for some other reason may not bear a certain value. 

 

326 OVERRIDING PREFERENTIAL PAYMENTS. 

(1) In the winding up of a company under this Act, the following debts shall be paid in priority to all other debts:— 

(a)  workmen's dues; and  

(b)  where a secured creditor has realised a secured asset, so much of the debts due to such secured creditor as 

could not be realised by him or the amount of the workmen's portion in his security (if payable under the 

law), whichever is less, pari passu with the workmen's dues:  

Provided that in case of the winding up of a company, the sums referred to in sub-clauses (i) and (ii) of 

clause (b) of the Explanation, which are payable for a period of two years preceding the winding up order or 

such other period as may be prescribed, shall be paid in priority to all other debts (including debts due to 

secured creditors), within a period of 30 days of sale of assets and shall be subject to such charge over the 

security of secured creditors as may be prescribed.  

 

(2) 

 

 

The debts payable under the proviso to sub-section (1) shall be paid in full before any payment is made to secured 

creditors and thereafter debts payable under that subsection shall be paid in full, unless the assets are insufficient to 

meet them, in which case they shall abate in equal proportions.  

Explanation.—For the purposes of this section, and section 327—  

(a)  "workmen'', in relation to a company, means the employees of the company, being workmen within the 

meaning of clause (s) of section 2 of the Industrial Disputes Act, 1947 (14 of 1947);  

(b)  "workmen's dues'', in relation to a company, means the aggregate of the following sums due from the 

company to its workmen, namely:— 

(i)  all wages or salary including wages payable for time or piece work and salary earned wholly or in part 

by way of commission of any workman in respect of services rendered to the company and any 
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compensation payable to any workman under any of the provisions of the Industrial Disputes Act, 

1947 (14 of 1947);  

(ii)  all accrued holiday remuneration becoming payable to any workman or, in the case of his death, to 

any other person in his right on the termination of his employment before or by the effect of the 

winding up order or resolution;  

(iii) unless the company is being wound up voluntarily merely for the purposes of reconstruction or 

amalgamation with another company or unless the company has, at the commencement of the 

winding up, under such a contract with insurers as is mentioned in section 14 of the Workmen's 

Compensation Act, 1923 (19 of 1923), rights capable of being transferred to and vested in the 

workmen, all amount due in respect of any compensation or liability for compensation under the said 

Act in respect of the death or disablement of any workman of the company; 

(iv) all sums due to any workman from the provident fund, the pension fund,the gratuity fund or any 

other fund for the welfare of the workmen, maintained by the company;  

(c)  "workmen's portion'', in relation to the security of any secured creditor of a company, means the amount 

which bears to the value of the security the same proportion as the amount of the workmen's dues bears to 

the aggregate of the amount of workmen's dues and the amount of the debts due to the secured credito`  

 

Illustration 

The value of the security of a secured creditor of a company is ` 1,00,000. The total amount of the workmen's dues is  

`  1,00,000. The amount of the debts due from the company to its secured creditors is  ` 3,00,000. The aggregate of 

the amount of workmen's dues and the amount of debts due to secured creditors is  `  4,00,000. The workmen's 

portion of the security is, therefore, one-fourth of the value of the security, that is ` 25,000. 

 

327 PREFERENTIAL PAYMENTS. 

 In a winding up, subject to the provisions of section 326, there shall be paid in priority to all other debts,— 

(a)  all revenues, taxes, cesses and rates due from the company to the Central Government or a State 

Government or to a local authority at the relevant date, and having become due and payable within the 

twelve months immediately before that date;  

(b)  all wages or salary including wages payable for time or piece work and salary earned wholly or in part by 

way of commission of any employee in respect of services rendered to the company and due for a period 

not exceeding four months within the twelve months immediately before the relevant date, subject to the 

condition that the amount payable under this clause to any workman shall not exceed such amount as may 

be notified; 

(c)  all accrued holiday remuneration becoming payable to any employee, or in the case of his death, to any 

other person claiming under him, on the termination of his employment before, or by the winding up order, 

or, as the case may be, the dissolution of the company; 

(d)  unless the company is being wound up voluntarily merely for the purposes of reconstruction or 

amalgamation with another company, all amount due in respect of contributions payable during the period 

of twelve months immediately before the relevant date by the company as the employer of persons under 

the Employees’ State Insurance Act, 1948 or any other law for the time being in force; 

(e)  unless the company has, at the commencement of winding up, under such a contract with any insurer as is 

mentioned in section 14 of the Workmen’s Compensation Act, 1923, rights capable of being transferred to 

and vested in the workmen, all amount due in respect of any compensation or liability for compensation 

under the said Act in respect of the death or disablement of any employee of the company: 

Provided that where any compensation under the said Act is a weekly payment, the amount payable under 
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