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SYLLABUS
B.Com. Semester III, Course- 306

Corporate Administration

Course Objective: To familiarize students with the essentials of corporate
administration
Pedagogy: Combination of lectures, assignments and group discussions
Weekly Teachin Hours: 4     Max. Marks: 100      Examination
Duration: 3hrs.

Unit Course Inputs
I. Introduction to Indian Companies Act, 1956 (14 hours):

Company-Defination and Characteristics, Kinds of Companies -
Private/Public Company,  Statutory Company, Foreign Company,
Holding Company, Subsidiary Company and Licensed
Companies, Government Company,
Foreign Company, Global Company, Listed Company, Body
Corporate, Corporate Veil and Lifting of Corporate Veil.

II. Formation of a Company             (14 hrs)
Promoter-Meaning, Functions, Fiduciary Position and
Remuneration, Stages Involced in formation (in brief), Basic
Documents of a Company - Memorandum Association, Articles
of Association, Prospectus and Statement in Lieu of Prospectus
and Misleading Prospectus and its Consequences.

III. Corporae Administration                               (8 hrs)
Company Secretary - Meaning and Definition of Company
Secretary, Legal Position, Qualification and Appointment, Duties,
Rights and Liabilities of a Company Secretary, Managng Director
-  Qualification, Powers, Duties and Liabilities.

IV. Shares and Membership of a Company Equity             (16 hrs)
Shares, Kinds of Shares - Equity Shares, (including Sweat Equity
Shares) and Preferences Shares Issue and Allotment of Shares -
Legal Rules for Allotment of Shares, Essentials of Valid
Allotment, Shares Certificate - Physical Form and Electronic
Form, Buyback of Shares- Leagal Provisions Relating to Buy Back
of Shares; Transfer and Transmission of Shares - Distinction,

Electronic Transfer, Demat Account, Membership - Member and
Share Holder - Distinction, Mode of Acquiring Membership and
Register of Members - Contents and Closer.

V. Corporate Meetings          (8 hours)
Meetings and Types - Statutory Meeting, Board Meetings,
Annual General Meeting, Extra-Ordinary General Meeting -
Statutory Requirements of Valid Meeting -Notice of a Meeting,
Agenda, Quorum, Proxy, Resolutions-Ordinary and Special
Resolutions and Distinction Between Ordinary and Special
Resolutions; and Meaning of Minutes and its Contents.

VI. Highlights of Company Act, 2013               (4 hrs)
New Concepts - One-man Company, Women Director, Corporate
Social Responsibility and Other Amendments (brief).
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UNIT - I

INTRODUCTION TO INDIAN

COMPANIES ACT, 1956

SECTION - A

(5 Marks Questions)

Q. 1. Define Company.
Ans.: Though numerous laws were passed to control the affairs of the

companies in India during the pre-independence era by the
British rulers, after independence, an elaborate Act was enacted
in the year 1956 to consolidate the previous laws relating to the
corporate entities by the Government of India. The Act came
into force on 1st April, 1956. The Act has been amended from
time to time. The laterst amendments were made in 2006 and
the Companies (Amendment) Bill was passed in 2009.

To overhaul the Company Law in a comprehensive way and to
accommodate the concrete changes which have taken place in
the corporate world, the Companies Act, 1956 was replaced by
the Companies Act, 2013, which came into force from September
2013. The new Act aims at the enforcement of transparency,
accountability and higher standards of corporate governance
in the functioning of companies in India with a view to
prtoecting the interest of their innocent shareholders in
particular and all other stakeholders in general. The Act
encompasses all necessary legal aspects pertaining to
companies formed and registered in India under the Indian
Companies Act such as their promotion, incorporation,
administration and liquidation.

Lord Justice Lindley of England has defined a joint stock
company as “A voluntary association or organisation of many
persons who contribute money or money’s worth to a common
stock and employ it in some trade or business and who share
the profit or loss arising therefrom.

In the words of Haney, “A joint stock company is an incorporated
association, which is an artificial person created by law, having
a separate entity, with a perpetual succession and a common
seal”.

Chief Justice Marshall of the U.S.A. has defined a joint stock
company as “a person artificial, invisible, intangible and existing
only in contemplation of law”.

Q. 2. What is Body Corporate?
Ans.: Body corporate broadly means a corporate entity which has a

legal existence.

The term "body corporate" is defined in Section 2(11) of the
Companies Act, 2013. This includes a private company, public
company, one personal company, small company, Limited
Liability Partnerships, foreign company etc.

“body corporate” or “corporation” also includes a company
incorporated outside India.

However, body corporate does not include—

(i) a co-operative society registered under any law relating to
co-operative societies; and

(ii) any other body corporate (not being a company as defined in
the Companies Act 2013), which the Central Government may,
by notification, specify in this behalf;

iii) a corporate sole

All companies  are body corporate but all body corporates need
not be company. In the provisions of Companies Act, it is  given
that company is a company which is registered under the said
act. Trust is not body corporate as they donot have separate
legal entity under law.

Q. 3. What is Corporate Veil?
Ans.: Corporate Veil means a legal concept that separate the

personality of its share-holders and protects them from being
personally liable for the company’s debts and other obligations.

The corporate veil definition is a legal concept that separates
the actions of an organization to the actions of the shareholder.
In addition, it protects them from being liable for the company’s
actions. It does not necessarily mean that the protection is
always in place.



Introduction to Indian Companies Act, 1956Corporate Administration 2

UNIT - I

INTRODUCTION TO INDIAN

COMPANIES ACT, 1956

SECTION - A

(5 Marks Questions)

Q. 1. Define Company.
Ans.: Though numerous laws were passed to control the affairs of the

companies in India during the pre-independence era by the
British rulers, after independence, an elaborate Act was enacted
in the year 1956 to consolidate the previous laws relating to the
corporate entities by the Government of India. The Act came
into force on 1st April, 1956. The Act has been amended from
time to time. The laterst amendments were made in 2006 and
the Companies (Amendment) Bill was passed in 2009.

To overhaul the Company Law in a comprehensive way and to
accommodate the concrete changes which have taken place in
the corporate world, the Companies Act, 1956 was replaced by
the Companies Act, 2013, which came into force from September
2013. The new Act aims at the enforcement of transparency,
accountability and higher standards of corporate governance
in the functioning of companies in India with a view to
prtoecting the interest of their innocent shareholders in
particular and all other stakeholders in general. The Act
encompasses all necessary legal aspects pertaining to
companies formed and registered in India under the Indian
Companies Act such as their promotion, incorporation,
administration and liquidation.

Lord Justice Lindley of England has defined a joint stock
company as “A voluntary association or organisation of many
persons who contribute money or money’s worth to a common
stock and employ it in some trade or business and who share
the profit or loss arising therefrom.

In the words of Haney, “A joint stock company is an incorporated
association, which is an artificial person created by law, having
a separate entity, with a perpetual succession and a common
seal”.

Chief Justice Marshall of the U.S.A. has defined a joint stock
company as “a person artificial, invisible, intangible and existing
only in contemplation of law”.

Q. 2. What is Body Corporate?
Ans.: Body corporate broadly means a corporate entity which has a

legal existence.

The term "body corporate" is defined in Section 2(11) of the
Companies Act, 2013. This includes a private company, public
company, one personal company, small company, Limited
Liability Partnerships, foreign company etc.

“body corporate” or “corporation” also includes a company
incorporated outside India.

However, body corporate does not include—

(i) a co-operative society registered under any law relating to
co-operative societies; and

(ii) any other body corporate (not being a company as defined in
the Companies Act 2013), which the Central Government may,
by notification, specify in this behalf;

iii) a corporate sole

All companies  are body corporate but all body corporates need
not be company. In the provisions of Companies Act, it is  given
that company is a company which is registered under the said
act. Trust is not body corporate as they donot have separate
legal entity under law.

Q. 3. What is Corporate Veil?
Ans.: Corporate Veil means a legal concept that separate the

personality of its share-holders and protects them from being
personally liable for the company’s debts and other obligations.

The corporate veil definition is a legal concept that separates
the actions of an organization to the actions of the shareholder.
In addition, it protects them from being liable for the company’s
actions. It does not necessarily mean that the protection is
always in place.



Introduction to Indian Companies Act, 1956Corporate Administration 3 4

The significance of the corporate viel lies in its creation of limited
liability. It limits shareholders liability to the amount of money
they have invested into the corporation.

 SECTION - B

(10 Marks Questions)

Q. 1. What are the circumstances of lifting the corporate veil under
express statutory provisions.

Ans.: The following are the circumstances under which the court may
lift the corporate veil of the company under express statutory
provisions:

(a) Where there is a reduction in membership below the statutory
minimum:

(b) Failure to repay the application money.

(c) Mis-statement in the prospectus.

(d) Mis-description of a company’s name.

(e) Where there is fradulent conduct of business.

(f) Where the directors or members of a company are guilty of
violation of any statutory provisions under the Companies Act.

(g) When there are holding and subsidiary companies.

SECTION - C

(15 Marks Questions)

 Q. 1. Explain the characteristic features of Joint Stock Company.

Ans.: 1. Voluntary Association:

A joint stock company is a voluntary association or organisation
of persons. No person can be compelled to become a member of
a joint stock company.

2. Incorporated Association:

The significance of incorporation is as follows:

(a) Incorporation under the Indian Companies Act gives a joint stock
company a separate legal existence quite distinct from the
members.

(b) Incorporation gives the joint stock company perpetual
succession or permanent or continuous existence.

(c) Incorporation provides for the limited liability of the members
of the company.

(d) Incorporation provides for the transferability of shares, of course,
subject to the restriction specified in the articles of association.

(e) Incorporation facilitates dealings between the company and
the members of the company.

(f) It helps a person to have control of a company through the
acquisition of the majority of shares carrying voting power.

(g) It facilitates separation of ownership and management of a
company, entrustment of management to a board of directors
elected from amongst the members, and thereby, facilitates
representative management.

(h) It contributes to large membership in the sense that any number
of persons can become the members of a public limited company.
(Of course, in the case of a private limited company, there is a
restriction on the maximum number of members).

3. Specific Objects:

A joint stock company is formed for specific only, and the specific
objecs for which it is formed are expressly stated int he
constitution.

4. Artificial Person Created by Law:

A joint stock company has no body and soul. In other words, it
has no physical or natural existence. But it exists in the eyes of
law.

5. Not a Citizen:

A joint stock company is  a separate legal entity quite different
from its members. But it cannot claim to be a citizen of the
cournty.

It is true that a company cannot claim to be a citizen of the
country. But it has nationality, domicile and residence.

6. Separate Legal Entity

A joint stock company has entity (i.e., existence) quite distinct
(i.e., different) and independent of the existence of the members
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joint stock company are numerous and are scattered over a wide
geographical area, it would be difficult and even impracticable
for all members to take direct part in the day-to-day management
of their company. So, the day-to-day management of the company
is entrusted to a board of directors, elected from amongst the
members.

Q. 2. Explain kinds of companies.

Ans.: Kinds of Companies:

1. Private Company:

A private company is a company which:

(a) Has at least two members

(b) Has a minimum paid-up capital of `1,00,000 or such  higher
capital as may be prescribed (as per the Companies (Amendment
Act, 2000).

(c) By its articles, restricts the right of its members to transfer
shares, if any.

(d) Limits the number of its members to fifty.

(e) Prohibits any invitation to the public to subscribe to its shares
or debentures.

Characteristics of Private Companies:

1. A private company is a voluntary association of person.

2. A private company should have a minimum paid-up capital of
`1,00,000 or such higher amount as may be specified as per the
Companies (Amendment) Act, 2000.

3. The minimum number of members of a private company is two
and the maximum is fifty.

4. It is formed for some specific objects.

5. A private company is not allowed to invite the public to
subscribe to its shares or debentures.

6. A private company restricts the right of its members to transfer
shares.

7. The liability of the members of private company is, generally,
limited.

who constitute it. In other words, it has a separate legal entity
quite different from that of its members.

7. Separate Property:

A company is a legal entity (i.e., person) distinct from its
members. So, it has the right to own, enjoy and dispose of
property in its own name.

8. Perpetual Succession

A joint stock company has  a perpetual succession. In other
words, it has continuous existence or life. It may be noted that
this does not mean that a company can never come to an end.

9. Common Seal:

A company, not being a natural or physical person, cannot by
itself put its signature on any documents requiring the
company’s signature. Therefore, there must be some device
which could serve as the company’s signature. That device is
the common seal of the company.

10. Limited Liability:

The liability of the members of a joint stock company is limited.
In the case of a joint stock company limited by shares, the liability
of the members is limited only to the amount unpaid on their
shares, whatever may be the liability of the company.

11. Transferability of shares:

The capital of a company, contributed by the members, is divided
into parts of fixed denomination, called shares. The shares of a
public limited company are freely transferable.

12. Large Membership:

Generally, a joint stock company is an association of many
persons. That means, it has a large number of members. In fact,
any number of persons can become the members of a public
company, as there is no limit to the maximum number of
members.

13. Separation of Owner-ship from Management:

A joint stock company has a distinct legal entity of its own. As
such, it cannot be managed by its members or shareholders just
because of their shareholdings. Further, as the members of a
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