
...... ·--~---· ..... J"~. 

Rules on sinah 
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director lack 
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RAJESH RELAN 

T
IIE Comp;1nh.., (i\111mrlme11fl Mt. 
21Kl0 h,u aml111k·d Scrllon 2;11 I I of 
lhc t'ompanlc5 t\cl. I '.I ;r, hp1Mi11r ,, 

pru1·1sl1lh11tap11blkrnmp;111yhul'l11i;ap,1ld 

11pca111talo/ Its ;r;roreor111orrm1d I .IKKl01 
more small slmrchoklcr~ muy hare .r ilirrc 

lor clcctrd b11 smnll sli:rrcholclcrs. 
·small shareholders" menus sharrhold 

m holdlng sha~ or nominal 1~1l11c or fl~ 

21 l.lXJOor less. Thlspro1•lslo11 has been 1111 ro-
1l11ccd lo cnrible small sl111rcholJm. 11i1.i 
l11dMd1111lly hold fo1rshHrcs bul collccllrdy 

hokhr larl!cchunk. tonppolnl lhclrno111l11rc 
on lhccompany'sbonrdlocnsureprotccllnf1 

of their lnlcrc.~ls. To gll'c effect lo lhe mnr11d • 
mcnt. 1hr department or company affmr: 
(IX'AI has n-tcnlly nollllcd Companie, 
(Appointment of the Smnll Shareholclcr· 
()lrcclorl Rules. l(KI I. TherulesprO\'irlclhat 
u co111p;111r nrny net either $II0111ol11 lotkrl a 
snmll shnrcholdcrs· dlrcclororupon rccelpl 
of a 111Jlkc from small shurcholdcrs propos· 
lni: I he name of u person nsdlrcclor. 

II may be recalled thnl lhe Comp.rnic~ 
(Second Amendment) Bill. 1999 lncludcd a 
clause 1rhlch SOUithl lo ame11d Scrllo11 
2;z1 l)of lheAcl bypro11idi11gtlwl11llpuhlir 
companies hal'lng tt pald-np cnpltal nr J\;:; 
crurl' or more nnd 1.000 or tnOl1' •.111all 
<h11rrlmhk·rs shall hnl'c 111 lro<t 11111• dirri·t11r 
ckrlrd hy small sharcl11~dcrs. llmrr\\'r. 
lakr on lhc pro1·lslo11 \\'as dilulL,l lo some 
rxtenl aslhcll'ord ·shnlr 1rassuhstil11tC'd by 
the ll'ord ·nm( ll'hen lhc Act 1111s a paw,1 
ThC'rcrorc. a sort of dl~rrcllonar}' poll'cr 11m 

confl'rrt'll llJ>Oll companies I.e .. ,rhclhrr lo 
han·a small .1harcholdcrs' dircctorurnnt 011 
tlwho;ird. 11111 thcrulcsnolinl1lbrDCi\scM11 
In he con lrndlclory lo lhlsns no11·compn11ks 
11·111 hal'cnoopllon bul tosel lnto11101io111hr 
proccd11rc for 11ppol11l111c11I of smnll share­
holders· dlrcclor once a nollcc Is rcccil'rd. 

~lurcul'cr, lhc term 'paid-up rnpital' has j 

been usrd In Sec/Ion l 5ll]) and In 1l1crulc.< 1 
• ii1id ii~ jffiid-i1p rap(t,il include.< hoth L,j11ii5· I 

capilul and preference share capital. lhc 
rfi:hl g_ll1·11 lo small slmrcholdm lo clccl ii 
1w11ii11,·c di red or ll'ill be m·afl.,blc lo prl'f1-r· 1 
l'IICr shi1rl'i10ld1·rs 1il(o 1l'hcrcas lhc forl i< I 
lhal prdi.·n·11n· slwrcholdas arc c11lillrd lo 
l'Ull' ill !!l'IICrill mr~iugs onlr if 1liridend O!I 

1 l1l'irshan-s ,~ in arrear fur I 1ro year•;ur 111on· 
In 1·ic1r uf I his. only small cqnil)' sh;1rrhnl1l­
crsshould hare lhcrf1d1I loappoinl 11u111i11Ct: 
dlrrrlor. 

1\11olhcrarcaof conlr;1dicllo11 ishct1rc·1·11 
Hulc41 I la1111H11lc4(2). Thcformcrrcqulr,•s 
llrnl al lrilsl 0111·-ltllh of tolal small shan·• 
holdcr~~ho11ld propose !l:c11a1111'11f ,, 1•t•rcc,1: 
lo he I heir dircclor ll'hrrc•;i~ lhc l.111('1 pro• 
l'id1•< I hal IOO ~111,111 sharcholdtrs IUil) ll'm ,. 
11 nolkl'nf lhriri11lc11lin11 ll'ith lh1•coi:1p,111r 
al ll'ast I~ dayshcfurc 1hrnw,·li11~ pr11pn,11w 
!ht· 11;1111,· of ii small shareholder as tlin·clur. 
Thl'rdi1re. if ii rnmpilll)' has IO.(Jllfl ,mall 
~harl'hPldc(< ii 1101/rc r,·rcil'rd lrn111 tor I 
sharcholdl'rs 11'111 he in cunformltnrllh it11I.· 
·If 1 I htll ll'ill 1101 fnlnll 1hr co,;dilion la,cl 
do1rn t111cler Rule ·If 11 a~fn such ii ca,rnolirl' 
should hare bt't'll endorsed br al li·:osl I .Ol HJ 
sharcholdrrs. • • 

Fur1lwr. Huie 415) sars lh111 u1111,1Ni 
rnmp,111ics ,m,y 11ppol111 such dirrrlor ii 

nliljorlly of small shurehold,·rs rern1111m·ml 
his rn11dicl11tun•. This prol'lsion ~oc~ ilgal11s1 
Scdlon 8; of the Act asll prol'ickslh,111·1-cr1· 
mcmhcr sh11II l1111·c u right lo ml,• 011 •••·•·ri· 
rcsnl11th111 phoct•d hdorc lht· comp1111i· 
1rhcrcas In such II c11sc I host• holdin~ shtort·s 
of 110111l11al 1•aluc of over lls 20.000 ll'ill he 
dcharrrd from 1·0ll11g. 

(T/i~ 11·1 il,r l.1n11 tlsst. i\ln11n1r,·1 11·i1/1 /K 
h11/11strirs l,t,f. Tl1rsr 11rr /1/1f'mw111ol ri, 11•.<) 
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