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1 Companies Directors: Appointment, Power Duties and
Liabilities

* Appointment of Directors

* Meaning:

Appointment means selecting a person to become a director of a
company to manage its affairs.

* Key Points:

* Who Appoints Directors?

 First directors are usually named in the company’s incorporation documents.
 Later, directors are appointed by shareholders in the General Meeting.
* The Board of Directors can also appoint directors in some cases.

* Eligibility:
 Must be a natural person (not a company or firm).
 Must have a Director Identification Number (DIN).



* Types of Directors:
* Executive Director
* Non-Executive Director
* Independent Director
* Nominee Director
 Women Director (in certain companies)

* Consent Required:
The person must give written consent to act as a director.

* Filing with Registrar:
Details of the appointment must be filed with the Registrar of
Companies (ROC) within 30 days.



2. Powers of Directors

Meaning:
Power means the legal authority directors have to run and manage the company.

Key Points:

General Powers:

Dlrelctors can take decisions to run the business smoothly and achieve company
goals

Specific Powers (with Board Resolution):
Borrowing money
Investing company funds
Selling major assets
Approving financial statements

With Shareholder Approval (in some cases):
Selling or leasing whole company
Giving large loans or guarantees

Acting Through Board Meetings:
Powers are exercised by passing resolutions in board meetings.

Delegation: . _
Directors can delegate powers to committees or executives under proper rules.



3. Duties of Directors

Meaning:
Duties are the responsibilities that directors must follow while managing
the company.

Key Points:

Act in Good Faith:
Work honestly and in the best interest of the company.

Act with Due Care:
Be careful, informed, and responsible in all decisions.

Avoid Conflict of Interest:
Do not take personal advantage from company decisions.

Follow the Law:
Follow company law and other applicable rules.

Not to Make Secret Profits: . _
Should not earn any secret commissions or personal gains.

Duty Towards Stakeholders:
Cora5|der the interests of shareholders, employees, customers, and
creditors.



4. Liabilities of Directors

Meaning:
Lliqablilities are the legal responsibilities directors have if they violate their duties or
the law.

Key Points:

Personal Liability in Certain Cases:

If directors commit fraud, act beyond authority, or mismanage funds, they may
be personally liable.

Penalties Under Law: _ . .
Can be fined or imprisoned for offenses like false statements, insider trading, or
not maintaining proper books.

Civil and Criminal Liability:
Civil — For losses caused to the company or shareholders.
Criminal — For fraud, misstatements, or violating legal provisions.

Liability to Creditors:

In case of insolvency, directors can be held liable if they acted irresponsibly.
Joint Liability:

All directors involved in a decision can be held jointly responsible.

Relief from Liability:
Sometimes courts may relieve directors if they acted honestly and reasonably.



2 Sale v/s Agreement to Sell
Condition v/s Warranties

Basis Sale Agreement to Sell
Meaning Transfer of ownership happens immediately. ;I'l:::::er of ownership will happen in the
Type of Contract Executed contract (already completed). Executory contract (yet to be completed).

Transfer of Property

Ownership of goods passes to the buyer right
away.

Ownership remains with the seller till future
conditions are met.

Risk of Loss

Buyer bears the risk after the sale.

Seller bears the risk until sale is completed.

Remedy for Breach

Buyer can sue for ownership and damages.

Only damages can be claimed, not the goods.

Insolvency of Buyer

Seller must deliver goods even if buyer is
insolvent.

Seller can refuse delivery if buyer is insolvent.

] E

"I sell you this pen now."

"l will sell you this pen next week."




Condition v/s Warranties

Basis Condition Warranty
i : . A minor term related to the
Meaning A major term essential to the contract.
contract.
Directly affects the purpose of the Does not affect the main
Importance

contract.

purpose but still important.

Breach Effect

Buyer can cancel the contract and claim
damages.

Buyer can only claim
damages; contract
continues.

Nature

Fundamental to the performance of the
contract.

Collateral (side) to the main
contract.

Legal Remedy

Rejection of goods + damages.

Only damages.

Example

Buying a "new" phone and getting a
used one.

Getting the phone with a
scratched cover.




3 Consumer Protection Act Definitions, Aims and
objectives

Definitions

Consumer: Under the Consumer Protection Act, 2019 in India, a "consumer" is
defined as any person who buys any goods or services for a consideration. This
includes those who use goods or services with the permission of the original buyer.
The definition also includes those who hire or avail of any services for personal,
household, or recreational purposes.

Consumer Dispute: A consumer dispute arises when a consumer has a grievance
agamst a seller or service provider concerning the quality, quantity, or performance
of goods or services.

Deficiency: Refers to a lack of performance or quality in goods or services that do not
meet the agreed standards or expectations set forth in the agreement.

Unfair Trade Practices: Practices that deceive consumers or cause them to be misled.
This includes false advertising, deceptive practices, and misrepresentation of goods
or services.

Consumer Protection: Refers to measures and mechanisms designed to protect the
interests and rights of consumers from unfair practices and to ensure that they have
access to accurate information, fair treatment, and appropriate remedies.



2. Aims and Objectives

* The Consumer Protection Act, 2019 aims to safeguard the rights and
interests of consumers and to ensure fair trade practices. Its key objectives
include:

* Protection of Consumer Rights: To protect consumers from exploitation
and unfair trade practices by ensuring their rights are respected. This
includes the right to be informed, the right to choose, the right to safety,
and the right to be heard.

* Consumer Education and Awareness: To educate consumers about their
rights and the mechanisms available for resolving grievances. The Act aims
to increase awareness of consumer rights and responsibilities.

e Establishment of Consumer Redressal Mechanisms: To provide a
structured framework for addressing consumer grievances and disputes
through consumer forums and commissions at different levels (district,
state, and national).



* Promotion of Fair Trade Practices: To prevent and penalize unfair
trade practices and ensure that businesses engage in honest and
transparent dealings with consumers.

* Regulation and Enforcement: To set standards and regulations for
goods and services, ensuring compliance with quality and safety
norms. The Act empowers regulatory authorities to take action
against entities violating consumer rights.

* Empowerment of Consumers: To empower consumers by providing
them with avenues to seek redressal and compensation for
grievances related to defective goods, deficient services, or unfair
trade practices.

* Strengthening the Legal Framework: To strengthen the legal
framework for consumer protection by updating and enhancing the
existing laws to address new challenges and market dynamics,
including e-commerce.



4  The Information Technology Act, 2000
Definition/Intro and Digital Signature

1. Definition

The Information Technology Act, 2000 (IT Act) is an Indian legislation
enacted to provide legal recognition for transactions carried out
electronically and to address issues related to cybercrimes and
electronic commerce. It aims to facilitate electronic governance by
ensuring legal validity for electronic records and digital signatures.



2. Introduction
Purpose and Objectives:

Legal Recognition of Electronic Records and Signatures: The Act grants legal
recognition to electronic documents and digital signatures, making electronic
transactions as legally binding as paper-based transactions. This helps in the
validation of electronic communications and digital transactions.

Promotion of E-Governance: The Act facilitates the development and
implementation of electronic governance, aiming to streamline government
operations and services through digital means. It supports the use of
electronic records and communication in government and public services.

Regulation of Cybercrimes: The IT Act addresses various cybercrimes and
offenses, including hacking, identity theft, and cyber terrorism. It provides a
legal framework for investigating and prosecuting such crimes.

Establishment of a Legal Framework for Cybersecurity: The Act lays down
provisions for the protection of data and information systems from cyber

threats and ensures that organizations adopt measures to secure their digital
infrastructure.



Key Features:

Digital Signatures: The IT Act recognizes digital signatures as a means of
authentication for electronic records, providing a secure and legally accepted
method for verifying the identity of the parties involved in electronic transactions.

Electronic Contracts: The Act supports the formation of contracts electronically,
ensuring that agreements made through digital means are legally enforceable.

Cyber Appellate Tribunal: The Act establishes the Cyber Appellate Tribunal to resolve
disputes and adjudicate on matters related to cybercrimes and electronic
transactions.

Regulation of Intermediaries: The Act outlines the responsibilities of intermediaries,
such as internet service providers and online platforms, in ensuring compliance with
the law and cooperating with law enforcement in cases of cybercrimes.

Data Protection and Privacy: The Act includes provisions for the protection of personal
data and privacy, although it has been supplemented by more specific legislation
such as the Personal Data Protection Act (PDPA).

Adjudication and Enforcement: The IT Act empowers designated officers and
authorities to investigate, adjudicate, and enforce provisions related to electronic
records, cybercrimes, and other aspects of information technology.



Significance:

Facilitates Growth of E-Commerce: By providing a legal framework for
electronic transactions, the IT Act supports the growth and
development of e-commerce in India, enhancing business
opportunities and consumer trust in online transactions.

Enhances Cybersecurity: The Act addresses cybersecurity issues,
helping organizations and individuals protect their digital assets from
cyber threats and ensuring the integrity of electronic
communications.

Promotes Digital Innovation: The Act encourages the adoption of
digital technologies and innovations by providing a clear legal
structure for their use and integration into business and government
operations.



Digital Signature

* Definition: A digital signature is a mathematical scheme for verifying
the authenticity and integrity of digital messages or documents. It is a
type of electronic signature that provides a secure way to confirm the
sender's identity and ensure that the content has not been altered
during transmission.



e How It Works:

* Key Pair Generation: A digital signature uses a pair of cryptographic
keys— a private key and a public key. The private key is kept secret by
the owner, while the public key is shared with others.

* Signing: When a document is to be signed, the sender uses their
private key to generate a digital signature. This is done by applying a
cryptographic algorithm to the document's hash value (a unique
string generated from the document's content). The result is the
digital signature, which is attached to the document.

* Verification: The recipient uses the sender's public key to verify the
digital signature. The recipient generates the hash of the received
document and decrypts the signature using the public key. If the
decrypted hash matches the hash generated from the document, the
signature is verified as valid, confirming both the sender's identity
and the document's integrity.



Key Features:

e Authentication: Confirms the identity of the signer, ensuring that the
document comes from the purported sender.

* Integrity: Ensures that the document has not been altered since it was
signed. Any change in the document will invalidate the signature.

* Non-Repudiation: Prevents the signer from denying their signature on the

document, as the digital signature uniquely links the signer to the
document.

* Legal Framework:

* Information Technology Act, 2000: In India, the IT Act recognizes digital
signatures as legally valid and equivalent to handwritten signatures. The

Act provides a legal framework for the use of digital signatures in electronic
transactions.

* Certifying Authorities: Digital signatures are issued by Certifying
Authorities (CAs) authorized under the IT Act. These organizations verify
the identity of the signers and issue digital certificates that link the signer's
identity to their public key.



5 Memorandum of Association, Articles of
association, Prospectus

1. Memorandum of Association (MOA)

Definition: The Memorandum of Association (MOA) is a fundamental document
required for the formation of a company. It outlines the company’s objectives,
scoge, and powers. It serves as the charter of the company, defining its relationship
with the outside world.

Key Components:

Name Clause: States the company’s name, which must include the word "Limited" or
"Ltd" for a public company or "Private Limited" or "Pvt Ltd" for a private company.

Object Clause: Specifies the main objectives for which the company is established
and the activities it will undertake.

Liability Clause: Defines the extent of liability of the members of the company. It can
be limited by shares, by guarantee, or unlimited.

Capital Clause: Details the company’s authorized capital (the maximum amount of
capital that the company can raise) and the division of this capital into shares of a
fixed amount.

Subscription Clause: Contains the names of the subscribers to the MOA, who agree
to take shares in the company and become its initial members.



Feature Memorandum of Association Articles of Association (AOA) Prospectus
. . . . A formal document offerin
A charter outlining the|A document specifying the internal o .g
. \ - . .__|securities to the public,
Definition company's objectives, scope,|rules and regulations for managing . .
detailing the investment
and powers. the company.

opportunity.

Legal Status

Public document

Public document

Public document

Name clause, registered office

Share capital, directors, meetings,

Company information,

Key clause, object clause, liability| . . . financial statements,
. dividend distribution, accounts and . .
Components clause, capital clause, audits purpose of issue, risk
subscription clause factors, terms of the issue
. . Provides internal management|Provides comprehensive
Defines the company's scope . . . |. . .
. ._|framework; clarifies relationships|information to investors;
and objectives; acts as a public .
Purpose . between directors, shareholders, ensures transparency; helps
document; ensures activities are . . .
e p s ) and other stakeholders; facilitates|investors assess risks and
within the defined scope. . .
smooth company operations. benefits.
Requires special resolution and ) Not applicable, as it's a one-
a P . Can be amended by ordinary .. PP g
Amendments |approval from the Registrar of time document for a specific

Companies.

resolution of shareholders.

issue.

Importance for
Different
Company Types

Crucial for all company types.

Crucial for all company types.

Primarily for public
companies issuing securities
to the public.




2. Articles of Association (AOA)

Definition: The Articles of Association (AOA) is a document that defines the
internal rules and regulations governing the management and administration
of the company. It complements the MOA by providing detailed procedures
for running the company.

Key Components:

Share Capital: Rules regarding the issuance, transfer, and management of
shares, including rights and privileges of shareholders.

Directors: Procedures for appointing, removing, and remunerating directors, as
well as their powers and duties.

Meetings: Guidelines for conducting general meetings, board meetings, and
guorum requirements.

Dividend Distribution: Rules for the declaration and payment of dividends to
shareholders.

Accounts and Audits: Procedures for maintaining financial records and
conducting audits.



3. Prospectus

Definition: A Prospectus is a formal document issued by a comBan_y offering securities to the

public. It provides detailed information about the company’s business, financial status, and

the securities being offered, allowing potential investors to make informed decisions.
Key Components:

Company Information: Details about the company's history, business operations, and
management team.

Financial Statements: Audited financial statements, including balance sheets, profit and loss
accounts, and cash flow statements.

Purp”oge of Isasue: The rationale behind the securities issuance, including how the raised funds
will be used.

Risk Factors: Disclosures about potential risks associated with the investment.

Terms of the Issue: Information about the type of securities being offered, pricing, and
subscription details.

Purpose:

Provides investors with comprehensive information about the investment opportunity.
Ensures transparency and compliance with securities regulations.

Helps potential investors assess the risks and benefits of investing in the company’s securities.



6 Michael Porter five Forces Analysis

* Michael Porter's Five Forces Analysis is a strategic tool used to analyze
the competitive environment of an industry. It helps businesses
understand the forces that shape competition within an industry and
determine the potential profitability of entering or operating in that
market. The five forces identified by Michael Porter are:



Rivalry

Among

Existing
Competitors

Bargaining
Power of
Suppliers

Threat
of New
Entrants

Threat of
Substitutes

Bargaining
Power of
Buyers




1. Threat of New Entrants

Description: This force examines how easy or difficult it is for new competitors to
enter the industry. If an industry is profitable and has few barriers to entry, new
firms can easily enter and increase competition.

Factors Influencing: Capital requirements, economies of scale, brand loyalty, access
to distribution channels, regulatory policies.

2. Bargaining Power of Suppliers

Description: This force analyzes the power that suppliers have over the pricing and
uality of goods and services. If suppliers are few and have strong control over
the market, they can drive up costs for companies within the industry.

Factors Influencing: Number of suppliers, uni.clue.n.ess of the supplier's product or
service, switching costs for the company, availability of substitute inputs.

3. Bargaining Power of Buyers

Description: This force looks at the power customers have to influence pricing and
quality. When buyers have many options or when they purchase in large
guantities, they can demand lower prices or higher quality.

Factors Influencing: Number of buyers, significance of each buyer to the business,
switching costs for the buyer, availability of substitute products.



4. Threat of Substitute Products or Services

Description: This force examines the likelihood of customers finding a
different way of doing what the business does. If there are close
substitutes, customers may switch to alternatives, reducing the
market share and profitability of the industry.

Factors Influencing: Availability of substitutes, price-performance
trade-off of substitutes, switching costs for customers.

5. Rivalry Among Existing Competitors

Description: This force assesses the intensity of competition among
existing firms in the industry. High competition can lead to price wars,
increased marketing costs, and lower profitability.

Factors Influencing: Number of competitors, rate of industry growth,
product differentiation, excess capacity, exit barriers.



7 Types of Business Organizations and SWOT Analysis

1. Sole Proprietorship

A business owned and operated by a single individual. It's easy to set up with

1;|ulll3 control, but the owner has unlimited personal liability for business
ebts.

2. Partnership

A business owned by two or more people. In a general partnership, all
partners share management and liability, while in a limited partnership,
some partners have limited liability. It's easy to establish, but partners
share profits and risks.

3. Corporation (C Corporation)

A separate legal entity owned by shareholders. It offers limited liability
protection, allowing for easier capital raising, but is subject to more

regulations and double taxation (corporate profits and shareholder
dividends).



4.S Corporation

Similar to a C Corporation but with pass-through taxation, avoiding double taxation.
Profits and losses are passed directly to shareholders, who report them on
personal tax returns. It has restrictions on the number and type of shareholders.

5. Limited Liability Company (LLC)

A hybrid business structure offering the limited liability of a corporation and the tax
benefits of a partnership. Owners, called members, are protected from personal
liability, and the business profits are passed through to their personal income.

6. Cooperative

A business owned and operated by a group of individuals for their mutual benefit.
Profits are distributed among members based on their participation, not capital
investment. It's commonly used in industries like agriculture and retail.

7. Nonprofit Organization

A business that operates for a charitable, educational, or social purpose rather than
for profit. Any surplus revenues are reinvested in the mission, and it enjoys tax-
exempt status but must adhere to specific regulatory requirements.



SWOT Analysis

SWOT Analysis is a strategic planning tool used to identify and evaluate the
internal and external factors that can affect a business or project. It helps
organizations understand their strengths, weaknesses, opportunities, and
threats, enabling them to make informed decisions.

1. Strengths

Description: Internal attributes and resources that give the organization a
competitive advantage.

Examples: Strong brand reputation, loyal customer base, skilled workforce,
proprietary technology.

2. Weaknesses

Description: Internal factors that may hinder the organization's ability to
achieve its objectives.

Examples: Limited financial resources, poor location, lack of innovation, weak
online presence.



3. Opportunities

Description: External factors that the organization can capitalize on to
grow or improve performance.

Examples: Emerging markets, technological advancements, changes in
consumer behavior, regulatory changes.

4. Threats

Description: External challenges that could pose risks to the
organization's success.

Examples: Increasing competition, economic downturns, changing
regulations, supply chain disruptions.



8 Micro and Macro Environment

 The business environment can be divided into two main categories: the
microenvironment and the macro environment. Each influences the
business in different ways.

e Microenvironment

* Description: The microenvironment refers to the immediate factors that
directly affect a company’s operations and performance. These factors are
often within the company’s control or can be influenced to some extent.

* Key Components:

Suppliers: Provide the raw materials, components, or services that the business
needs to produce its products or services.

Customers: The target market or buyers of the company’s products or services.

Competitors: Other businesses offering similar products or services, competing for
the same customer base.

Intermediaries: Entities that help the business promote, sell, and distribute its
products, such as wholesalers, retailers, and agents.

Publics: Groups that have an interest or impact on the company’s ability to achieve
its objectives, like the media, local communities, or government agencies.



Macro environment

e Description: The macro environment consists of broader external forces
that affect the entire industry or market in which the company operates.
These factors are usually beyond the company’s control.

* Key Components:

Political Factors: Government policies, regulations, and political stability that can
influence business operations.

Economic Factors: Economic conditions such as inflation, exchange rates, interest
rates, and economic growth that impact consumer purchasing power and business
costs.

Social Factors: Societal trends, demographics, cultural attitudes, and lifestyle
changes that affect consumer behavior and preferences.

Technological Factors: Technological advancements and innovations that can create
new opportunities or render existing products/services obsolete.

Environmental Factors: Ecological and environmental aspects, such as climate
change, sustainability concerns, and environmental regulations.

Legal Factors: Laws and regulations related to business practices, employment,
consumer protection, and intellectual property.



9 Business Policy: LPG model

* The LPG model refers to the economic reforms introduced in India in 1991,
which stand for Liberalization, Privatization, and Globalization. These
reforms marked a significant shift in the country's economic policy, aiming
to transform India into a more market-oriented economy and integrate it
with the global economy.

e 1. Liberalization

* Description: Liberalization involves reducing government regulations and
restrictions in the economy to encourage the free flow of goods, services,
and capital. It aimed to remove barriers to trade and industry, making it
easier for businesses to operate.

* Key Aspects:
e Deregulation of industries.
* Reduction of tariffs and trade barriers.
* Relaxation of foreign exchange controls.



2. Privatization

Description: Privatization refers to the transfer of ownership, management,
and control of public sector enterprises (PSEs) to private entities. This shift
was intended to improve efficiency, productivity, and profitability in the
economy.

Key Aspects:
Disinvestment in government-owned enterprises.
Encouragement of private sector participation.
Reduction of the government's role in business operations.

3. Globalization

Description: Globalization involves the integration of the Indian economy
with the global economy by encouraging foreign investment, trade, and
international collaboration. It aimed to make Indian businesses more
competitive globally.

Key Aspects:
Opening up the economy to foreign direct investment (FDI).
Promoting exports and removing trade barriers.
Adopting international standards and practices.



10 International forces in business and Factors
affecting international business environment

 International forces in business refer to the various external factors that
influence a company's ability to operate in global markets. These forces are
shaped by the interactions between countries, international organizations,
and global trends. When businesses operate internationally, they must
consider a range of factors that can impact their strategies, operations, and
overall success.

* International Forces in Business

* Political Forces: Government policies, political stability, international
relations, and trade agreements between countries can significantly impact
international business operations. For example, tariffs, trade restrictions,
and diplomatic relations can either facilitate or hinder business activities
across borders.

 Economic Forces: Global economic conditions, exchange rates, inflation,
and economic growth rates in different countries influence international
business. Economic downturns or crises in one region can have ripple
effects on global trade and investment.



* Technological Forces: Technological advancements and innovations are
driving globalization, enabling businesses to reach new markets and
improve operations. However, disparities in technology adoption between
countries can create challenges.

e Social and Cultural Forces: Differences in languages, customs, consumer
behavior, and cultural values impact marketing, product design, and
customer interactions. Understanding and adapting to local cultures is
crucial for international success.

 Legal and Regulatory Forces: International businesses must navigate

varying legal systems, regulations, and compliance requirements in
different countries. Intellectual property rights, labor laws, and
environmental regulations can differ significantly between regions.

* Environmental Forces: Global environmental issues, such as climate
change, resource scarcity, and sustainability concerns, are increasingly
influencing international business practices. Companies may face pressure
to adopt environmentally friendly practices across their global operations.



Factors Affecting the International Business Environment

* Political and Legal Factors:

 Government Policies: Trade policies, tariffs, and restrictions can either promote or limit
international trade.

* Political Stability: Countries with stable political environments are more attractive for
international business.

* Legal Systems: Differences in contract laws, business regulations, and enforcement of property
rights impact business operations.

 Trade Agreements and Treaties: Regional trade agreements like NAFTA, the EU, and ASEAN
facilitate trade between member countries by reducing barriers.
* Economic Factors:

* Economic Conditions: Economic growth, inflation, and employment rates in target markets affect
demand for products and services.

* Exchange Rates: Fluctuations in currency exchange rates can impact pricing, costs, and
profitability.

 Market Size and Income Levels: Larger markets with higher income levels offer more
opportunities for businesses to grow.
e Cultural and Social Factors:

* Cultural Differences: Variations in language, customs, beliefs, and social norms require businesses
to adapt their products and marketing strategies.

e Consumer Behavior: Understanding local consumer preferences and buying habits is essential for
market entry and success.

* Education and Skills: The level of education and workforce skills in a country can affect
productivity and the availability of talent.



* Technological Factors:

* Innovation and R&D: Access to cutting-edge technology and innovation capabilities
can give businesses a competitive edge in international markets.

 Infrastructure: Availability of reliable transportation, communication, and energy
infrastructure is critical for business operations.

* Environmental Factors:

* Climate and Geography: Natural resources, climate conditions, and geographical
location can influence production, logistics, and market access.

 Sustainability and CSR: Increasing global focus on sustainability and corporate social
responsibility (CSR) can affect consumer preferences and regulatory requirements.

* Global Competition:

e Competitor Analysis: Understanding the competitive landscape, including the
presence of local and international rivals, is crucial for developing effective
strategies.

 Market Saturation: Highly competitive or saturated markets may require more
innovative approaches to stand out.



11 Law of Contract: Definition, Essentials and Types of contracts

Law of Contract: Definition, Essentials, and Types
1. Definition of a Contract

A contract is a legally binding agreement between two or more parties
that creates mutual obligations enforceable by law. The Indian
Contract Act, 1872, defines a contract as "an agreement enforceable

by law." Contracts can involve the exchange of goods, services,
money, or promises.



2. Essentials of a Valid Contract To be legally enforceable, a contract must meet
several key requirements:

Offer and Acceptance: There must be a clear offer by one party and an unqualified
acceptance by the other.

Intention to Create Legal Relations: The parties must intend for the agreement to
be legally binding.

Lawful Consideration: Something of value must be exchanged between the parties.
This could be money, services, or goods.

Capacity to Contract: The parties must have the legal ability to enter into a
Icontract, meaning they are of sound mind, not minors, and not disqualified by
aw.

Free Consent: The agreement must be made without coercion, undue influence,
fraud, misrepresentation, or mistake.

Lawflt_JI Object: The purpose of the contract must be legal and not against public

policy.

Certainty and Possibility of Performance: The terms of the contract must be clear
and precise, and it must be possible to fulfill the obligations.

Not Declared Void: The contract should not be one that has been expressly
declared void by law.



3. Types of Contracts

Based on Formation:
Express Contract: A contract where the terms are stated clearly, either orally or
in writing.
Implied Contract: Formed by the conduct or actions of the parties rather than
written or spoken words.

Quasi-Contract: Not a true contract but imposed by law to prevent unjust
enrichment.

Based on Performance:
Executed Contract: A contract in which both parties have fully performed their
obligations.

Executory Contract: A contract in which one or both parties still have
obligations to perform.

Unilateral Contract: A contract where only one party makes a promise, and the
other party accepts by performing the action (e.g., a reward offer).

Bilateral Contract: A contract where both parties exchange mutual promises
(e.g., a sales agreement).



e Based on Enforceability:

 Valid Contract: A contract that meets all legal requirements and is
enforceable by law.

 Void Contract: A contract that was valid when formed but becomes
unenforceable due to changes in law or circumstances.

* Voidable Contract: A contract that is valid but can be voided at the option of
one of the parties, usually due to lack of free consent.

* |llegal Contract: A contract that involves illegal activities or is against public
policy, making it void and unenforceable from the start.

 Unenforceable Contract: A contract that is valid but cannot be enforced due
to some technical defect, such as the absence of a written form where
required by law.



12 Offer and Acceptance definition and Essentials

e Definition of Offer

» Offer (or Proposal): An offer is a clear and definite proposal made by
one party (the offeror) to another (the offeree) to enter into a
contract on certain terms. It signifies the offeror's willingness to be
bound by the terms of the offer once it is accepted by the offeree.
Under the Indian Contract Act, 1872, Section 2(a) defines an offer as
"when one person signifies to another his willingness to do or to
abstain from doing anything, with a view to obtaining the assent of
that other to such act or abstinence, he is said to make a proposal.”



2. Essentials of a Valid Offer

Intention to Create Legal Relations: The offer must reflect the offeror’s
intention to be legally bound by the acceptance. It should not be
made as a joke, in anger, or as part of negotiations.

Definiteness and Clarity: The terms of the offer must be clear, certain,
and unambiguous so that both parties understand their obligations.

Communication: The offer must be communicated to the offeree. An
offer cannot be accepted if the offeree is unaware of it.

Capability of Acceptance: The offer must be made to a specific person,
group, or the public at large, and must be capable of being accepted.

Not a Mere Invitation to Treat: An offer should not be confused with
an invitation to treat (e.g., advertisements, price lists), which is
merely an invitation to negotiate or make an offer.



3. Definition of Acceptance

Acceptance: Acceptance is the unconditional agreement by the offeree
to the terms of the offer. It signifies the offeree's assent to the
proposal, creating a binding contract between the parties. Section
2(b) of the Indian Contract Act, 1872, defines acceptance as "when
the person to whom the proposal is made signifies his assent thereto,
the proposal is said to be accepted.”



4. Essentials of a Valid Acceptance

Unconditional and Unqualified: Acceptance must be absolute and
unqualified. Any variation in terms constitutes a counter-offer, not
acceptance.

Communication to the Offeror: Acceptance must be communicated to the
offeror, either expressly (orally or in writing) or impliedly through conduct.
Silence generally does not constitute acceptance.

In the Manner Prescribed or Reasonable Manner: If the offer specifies a
method of acceptance, it must be followed. If no method is prescribed,
acceptance must be in a reasonable manner.

Timely Acceptance: Acceptance must be made within the time stipulated by
the offeror, or if no time is stipulated, within a reasonable time.

Awareness of the Offer: The offeree must be aware of the offer at the time
of acceptance. Acceptance made in ignorance of the offer is not valid.

Acceptance of the Offer as it Stands: The acceptance must be of the entire
offer, not just a part of it. Partial acceptance is not valid.



13 Companies Act: Definition, Characteristics and
Kinds of Companies

1. Definition of a Company

A company is a legal entity formed by a group of individuals to engage
in and operate a business—commercial or industrial—enterprise.
Under the Companies Act, 2013 in India, a company is defined as a
"legal entity formed and registered under the Companies Act, 2013 or
any previous company law." It has a separate legal existence from its
members, meaning it can own property, incur debts, sue, and be sued
In its own name.



2. Characteristics of a Company

Separate Legal Entity: A company has its own legal identity, separate from its members or
shareholders. This allows the company to own assets, incur liabilities, and enter into
contracts independently.

Limited Liability: The liability of the company’s shareholders is limited to the amount they
Qa\t/)e invested in the company. Shareholders are not personally liable for the company’s
ebts.

Perpetual Succession: A comﬁar)y continues to exist regardless of changes in its ownership
or management. The death, insolvency, or departure of members does not affect the
company's existence.

Common Seal: A company may have a common seal (though it is not mandatory under the
Companies Act, 2013? that acts as its official signature. Documents sealed with the
common seal are legally binding on the company.

Transferability of Shares: In a public company, shares can be freely transferred from one
person to another, providing liquidity and ease of exit for investors.

Separate Property: A company can own, enjoy, and dispose of property in its own name.
Members do not have any direct rights over the company's assets.

Capacity to Sue and Be Sued: A company, being a legal entity, can initiate legal action in its
own name and can also be sued.



3. Kinds of Companies The Companies Act, 2013 recognizes various types of
companies, classified based on different criteria:

Based on Incorporation:

Statutory Companies: Formed by a special Act of Parliament or state legislature (e.g., Reserve
Bank of India).

Relgistered Companies: Incorporated under the Companies Act, 2013 or any previous company
aw.

Based on Liability:
Coerany Limited by Shares: Shareholders' liability is limited to the amount unpaid on their
shares.
Company Limited by Guarantee: Members' liability is limited to the amount they have agreed to
contribute to the company's assets in case of winding up.

Unlimited Company: There is no limit to the liability of its members, meaning they are personally
liable for the company’s debts.

Based on the Number of Members:

Private Company: Limits the number of its members to 200, restricts the transferability of shares,
and prohibits public invitations to subscribe for shares or debentures. Requires a minimum of 2
members and 2 directors.

Public Company: Has no restriction on the maximum number of members, can offer its shares to
the public, and requires a minimum of 7 members and 3 directors.

One Person Company (OPC): A company with only one member, designed for individuals who
want to start a business with limited liability. It has a single shareholder and a director.



e Based on Control:

* Holding Company: A company that controls the composition of the Board of
Directors of another company or holds the majority of its shares.

e Subsidiary Company: A company that is controlled by a holding company.

* Based on Ownership:

 Government Company: A company in which at least 51% of the paid-up share capital
is held by the central government, state government(s), or both.

* Foreign Company: A company incorporated outside India that has a place of business
in India, either by itself or through an agent, and conducts business activities in India.

 Listed Company: A company whose shares are listed on a recognized stock exchange,
making them available for trading in the public market.

e Unlisted Company: A company whose shares are not listed on any stock exchange.

e Special Companies:

e Section 8 Company: A company formed with the objective of promoting commerce,
art, science, education, research, sports, charity, or other social purposes. These
companies do not distribute profits to their members.

 Dormant Company: A company formed and registered for a future project or to hold
an asset or intellectual property and has no significant accounting transaction.



14 Steps in the formation of Company

The formation of a company involves several key steps that must be followed to establish a
legally recognized entity. Here's an overview of the process for forming a company under
the Companies Act, 2013 in India:

1. Choose a Business Name

Description: Select a unique and appropriate name for the company that complies with the
naming regulations set out by the Companies Act, 2013. The name should not be similar
to any existing company or trademark.

Action: Conduct a name search through the Ministry of Corporate Affairs (MCA) database
to ensure the name is available.

2. Obtain Digital Signature Certificate (DSC)

Description: A DSC is required for electronically signing documents and forms submitted to
the Registrar of Companies (ROC).

Action: Obtain DSCs for at least one director of the company from a certifying authority.
3. Apply for Director Identification Number (DIN)

Description: DIN is a unique identification number required for all directors of the
company.

Action: Apply for DIN online through the MCA portal. The application must include
personal details and proof of identity and address.



4. Draft the Company’s Constitution Documents

Description: Prepare the Memorandum of Association (MOA) and Articles of
Association (AOA), which define the company's objectives, scope, and
internal rules.

Action: Draft the MOA and AOA, ensuring they comply with the Companies
Act, 2013. These documents outline the company's objectives and the rules
governing its internal management.

5. File for Incorporation

Description: Submit the incorporation application along with necessary
documents to the Registrar of Companies (ROC).

Action: File the application using the form SPICe+ (Simplified Proforma for
Incorporating Company electronically) on the MCA portal. Attach the
following documents:

MOA and AOA

Proof of identity and address of directors and shareholders
Proof of registered office address

Declaration by the director(s) and subscriber(s) to the MOA



6. Pay the Stamp Duty and Registration Fees

Description: Pay the required stamp duty and registration fees as per the
company's share capital and location.

Action: The fees are calculated based on the authorized capital and are paid
online during the filing process.

7. Obtain Certificate of Incorporation

Description: Upon successful verification of documents and compliance with
the legal requirements, the ROC issues a Certificate of Incorporation.

Action: This certificate serves as proof of the company’s formation and
includes the company’s registration number.

8. Apply for PAN and TAN

Description: Obtain a Permanent Account Number (PAN) and Tax Deduction
and Collection Account Number (TAN) for tax purposes.

Action: Apply for PAN and TAN through the respective online portals or
through the ROC.



9. Open a Bank Account

Description: Open a bank account in the company’s name to manage
financial transactions.

Action: Provide the bank with the Certificate of Incorporation, PAN, and
other required documents to open the account.

10. Register for GST (if applicable)

Description: If the company’s turnover exceeds the threshold limit or if it

engages in taxable activities, it must register for Goods and Services Tax
(GST).

Action: Apply for GST registration through the GST portal.
11. Comply with Other Legal Requirements

Description: Ensure compliance with other regulatory requirements such as
labor laws, industry-specific regulations, and company secretarial practices.

Action: Maintain statutory records, hold board meetings, and file annual
returns as required by law.



