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7             
Compromises, Arrangements & 

  Amalgamations 
Question 1           [ MAY 2015 ] 

A scheme provides for Amalgamation of PQL International Limited,  a  foreign  company,  

with DHP Limited, an Indian company registered under the Companies Act, 1956. Referring 

to the provisions of the above Act, decide whether the scheme providing amalgamation of a 

foreign company as a transferor company can be sanctioned by the Court (NCLT). 

Answer 
 Provision: As per Section 234 of Company Act 2013, If the Transferor Company is foreign Company 

 and Transferee company is Indian Company or Vice-versa is allowed provided rules of RBI is 

 followed and sanction by RBI is done. After RBI approval in case  of transfer of asset section 232 is 

 followed otherwise section 230 is followed. 

              Fact of Case: Transferor company is foreign company & Transferee company is Indian company. 

              Explanation:  In above case Transferor Company is foreign company and Transferee company is 

 Indian company which is allowed after considering above provision. It means in the present case this is 

 valid. 

 Conclusion:   Hence after considering above fact we decide such kind of acquisition is valid as per 
 section 234. 
 
        Question 2:              [ MAY 2016 ] 

A scheme of amalgamation was approved by overwhelming majority of members of both the 

merging companies at meetings called as per directions of the Court.  When  the scheme of 

amalgamation was awaiting sanction of the Court, the exchange ratio was questioned by a 

small group of members of one of the merging companies. The exchange ratio was fixed by 

a reputed firm of Chartered Accountants. 

Examine with reference to the decided case law under the Companies Act, 1956 whether  

the dissenting shareholders will succeed? Would your answer be  different  if  the  

exchange ratio was objected to by the Central Government? 

        Answer:  
 Refer Section 232 of Company Act 2013 ,  
 Small  Group of   Member can not  object. Central Govt. may direct the Tribunal to look after the 
 matter, Central govt.will not pass any order 

Question 3 :          [ NOV 2016 ] 

The Central Government in the public interest ordered for the amalgamation  of ABC  Limited 

and DEF Limited into a single company  named  KPN  Limited  through  a  notification in the 

official gazette. In this connection the prescribed authority ordered that the equity 

shareholders of ABC Limited were to be provided with a cash compensation of Rs. 
2,000/- and two equity shares in KPN Limited for every single equity share held in ABC 

Limited. Mr. Ganesh, an equity shareholder of ABC Limited  was dissatisfied not only with 

the amalgamation but also with the compensation offered by the prescribed authority. 

Advise him whether he can challenge the above amalgamation order of the Central 

Government. Also advise him within how many days and before which authority he can 

prefer an appeal against the order of the prescribed authority. Advise him referring to the 

provisions of the Companies Act, 1956 in this regard. 

Answer :  

  Refer Section 237 of Company Act 2013  
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Question 4 :          [ MAY 2017 ] 

The shareholders and creditors of  Superfine  Limited, in a meeting convened  for 

approval  of a scheme of reconstruction of the company, passed resolutions. The 

scheme of reconstruction provided for the following: 

(i) Sale of plant and machineries and appropriation of proceeds for payment of  

outstanding wages, tax dues and repayment of loan. 

(ii) Unsecured creditors to forego 60% of their claims against the company and 
receive debentures for the balance amount. A few shareholders and creditors  

raised  objections against the said arrangements. 

         Advise the directors about the steps to be taken to give effect to the proposed scheme  
under the Companies Act, 1956. 

Answer: 

  Refer Section 230 of Company Act 2013  

        Question 5 :          [ RTP NOV 2017, RTP MAY 2018 ] :          [ NEW COURSE STUDY Q. ] 

A meeting of members of DEF Limited was convened under the orders of the Court for 

the purpose of considering a scheme of compromise and arrangement. The meeting 

was attended by 300 members holding 9,00,000 shares. 120 members holding 7,00,000 

shares in the aggregate voted for the scheme. 140 members holding 2,00,000 shares in 

aggregate voted against the scheme. 40 members holding 1,00,000 shares abstained 

from voting.  Examine with reference to the relevant provisions of the Companies Act, 

2013 whether the scheme was approved by the requisite majority? 

Answer: 

 As per section 230 (6), of the Companies Act, 2013 where majority of persons at a 

 meeting held representing 3/4th in value, 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 majority of person representing 3/4th Value 

 shall be counted of the following: 

 the creditors, or 

 class of creditors or 

 members or 

 class of members, as the case may be, 
 

The majority is dual, in number and in value. A simple majority of those voting is sufficient. 

Whereas the ‘three-fourths’ requirement relates to value. The three-fourths value is to be 

computed with reference to paid-up capital held by members present and voting at the 

meeting. 

In this case 300 members attended the meeting, but only 260 members voted at  the meeting. 

As 120 members voted in favor of the scheme the requirement relating to majority in number 

(i.e. 131) is not satisfied. 

260 members who participated in the meeting held 9,00,000 shares, three-fourth of which 

works out to 6,75,000 while 120 members who voted for the scheme held 7,00,000 shares. 

The majority representing three-fourths in value is satisfied. 

Thus, in the instant case, the scheme of compromise and arrangement of DEF Limited is  not 

approved as though the value of shares voting in favor is significantly more, the number of 

members voting in favor do not exceed the number of members voting against. 
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Question 6 :          [ RTP NOV 2018 ] 

Cotton On Yarn Ltd., and Country Cotton Blossom Ltd., are two listed companies 

engaged in the Business of Textiles. The companies are not making profits and as such 

their share’s market price have gone down. A substantial portion of t heir share capital is 

held by Central Government as well as some Public Financial Corporations. In order to 

increase the share value, the Central Government wants to amalgamate the aforesaid two 

companies into a single company. Examine the powers of Central Government to 

amalgamate the two companies in public interest as per the provisions of the Companies 

Act, 2013. 

Answer: 

               Central Government may by order provide for amalgamation in public interest. 

According to Section 237 of the Companies Act, 2013, 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. 

Continuation by or against the transferee company of any legal proceedings 

The order may also provide for the 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 amalgamation. 

Same interest rights or compensations 

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 the 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. 

           Question 7 :          [ RTP NOV 2018 ] 

CPR Ltd. and TJC Ltd. are wholly owned by Government of Tamil Nadu. As a policy 

matter, the Government issued administrative orders for merging TJC Ltd. with CPR Ltd. 

in the public interest. State the authority with whom the application for merger is required 

to be filed under the provisions of the Companies Act, 2013. Also state the provisions 

governing the preservation of Books and Records of TJC Ltd. after merger under the said 

Act. 

         Answer: 

 Authority to whom the application for merger is to be made 

According to Section 237 of the Companies Act, 2013, 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. 

 



Compiled By Diwakar Sharma  

 

                                                                           Compromises, Arrangements and Amalgations           7.4 

Thus, In the given situation of merger between two wholly owned Government companies in public 

interest, there is no specific authority with whom the application for merger is required as the Central 

Government shall by notification in the Official Gazette, will provide for the amalgamation of the two 

said companies into a single company. 

Preservation of books and records of amalgamated companies 

According to Section 239 of the Companies Act, 2013, the books and papers of a Company which 
has been amalgamated with, or whose shares have been acquired by, another Company 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 

           Question 8 :          [ MOCK TEST PAPER MAY 2018 & MOCK TEST PAPER NOV 2018 ] 

Ramakrishna Ltd. and Jai  Ram Ltd. went into a merger arrangement. State the provisions 

related   to the registration of offer involving transfer of shares as per the Companies Act, 

2013. 

         Answer: 

Registration of offer of Schemes involving transfer of shares [Section 238] 

(1) Registration of circular/ offer involving transfer of shares: In relation to every offer of a 

scheme or contract involving the transfer of shares or any class of shares in the 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 prescribed in Rule 28; 

(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. 

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. 

(1) Appeal against the order of the registrar: An appeal shall lie to the Tribunal against an 

order of the Registrar refusing to register any circular under sub-section (1). 

(2) In case of failure of registration: The director who issues a circular which has not been 

presented for registration and registered under clause (c) of sub-section (1), shall be 

punishable with fine which shall not be less than twenty-five thousand rupees but which 

may extend to five lakh rupees. 

        Question 9 :          [ MOCK TEST PAPER MAY 2018 ] 

Long Lasting Ltd. applied to the Tribunal for the approval of proposed merger scheme. State 

the process to be complied with for the approval of the proposed merger scheme drawn by 

the directors of the Long Lasting Ltd.  

         Answer: 

Filing of an application for purpose of reconstruction or companies involving merger/ 

amalgamation or transfer of undertaking, property etc.:  

http://ebook.mca.gov.in/Actpagedisplay.aspx?PAGENAME=17645
http://ebook.mca.gov.in/Actpagedisplay.aspx?PAGENAME=26225
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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— 

(a) 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 

(b) 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. Where an order 

has been made by the Tribunal, the merging companies or the companies in respect of 

which a division is proposed, shall also be required to circulate the relevant information for 

the meeting in compliance with section 232(2) of the Companies Act, 2013. 

Question 10 :       [ MOCK TEST PAPER MAY 2018]    [ NEW COURSE STUDY Q. ] 

ABC Limited is a wholly owned subsidiary company of XYZ Limited. The Company wants to 

make application for merger of Holding and Subsidiary Companies under Section 232. The 

Company Secretary of the XYZ Limited is of the opinion that company cannot apply for merger 

as per section 232. The company shall have to apply for merger as per section 233 i.e. Fast 

Track Merger. Is the contention of Company Secretary being valid as per law? 

         Answer: 

As per section 233 (1), notwithstanding the provisions of  section 230 and section 232, a scheme 

of merger or amalgamation may be entered between, 

 2 or more small companies 

 a holding company and its wholly-owned subsidiary company. If 100% of its share capital 

is held by the holding company, except the shares held by the nominee or nominees to 

ensure that the number of members of subsidiary company is not reduced below the 

statutory limit as provided in section 187 

 such other class or classes of companies as may be prescribed. 

The provisions given for fast track merger in the section 233 are in the optional nature and not a 

compulsion to the company. If a company wants to make application for merger as  per  section  

232, it can do so. 

Hence, here the Company Secretary of the XYZ limited has erred in the law and his contention is  

not valid as per law. The company shall have an option to choose between normal process of 

merger and fast track merger. 

           Question 11:          [ NEW COURSE STUDY Q. ] 

A meeting of members of ABC Limited was convened under the orders of the Court to consider 

a scheme of compromise and arrangement. Notice of the meeting was sent in the prescribed 

manner to all the 600 members holding in the aggregate 25,00,000 shares. The meeting was 

attended by 450 members holding 15,00,000 shares. 210 members holding 11,00,000 shares 

voted in favor of the scheme. 180 members holding 3,00,000 shares voted against the scheme. 

The remaining members abstained from voting. 

Examine with reference to the relevant provisions of the Companies Act, 2013 whether the 

scheme is approved by the requisite majority. 

http://ebook.mca.gov.in/Actpagedisplay.aspx?PAGENAME=17640
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         Answer: 

As per section 230 (6), of the Companies Act, 2013 where majority of persons at a meeting held 

representing  3/4th   in  value,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 majority of person representing 3/4th Value shall be counted of the following: 

 the creditors, or 

 class of creditors or 

 members or 

 class of members, as the case may be, 

The majority is dual, in number and in value. A simple majority of those voting  is  sufficient. 

Whereas the ‘three-fourths’ requirement relates to value. The three-fourths value is to  be  

computed with reference to paid-up capital held by members present and voting at the meeting. 

In this case out of 600 members, 450 members attended the meeting, but only 390 members voted 

at the meeting. As 210 members voted in  favor of  the scheme the requirement relating to majority 

in number (i.e. 196) is satisfied. 390 members who participated in the meeting held 14,00,000, 

three-fourth of which works out to 10,50,000 while 210 members who voted for the scheme held 

11,00,000 shares. As both the requirements are fulfilled, the scheme is approved by the requisite 

majority. 
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