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~Companies Act, 2053 (1997)

Date of Royal Assent arfdublication:

2053.11.22 (5 March 1997)
Act Number 35 of the Year 2053 (1997)

An Act made to Provide for Matters Relating to Com[aies

Preamble Whereas, it is expedient to make incorporatign n as well

as administration of the companies easy, simpleedisas went;

Now, therefore, be it enacted by Parlian enty Fifth year of

reign of His Majesty King Birendra Bir Bikr

1. Short Title and (

ommencement(1l) This Act may be called "the
Companies Act, 2053

(1997)."

t shall come into force immediately.

NS: In this Act, unless the subject or the contexXienivise

res,-
(@) "Company" means any Company incorporated utideAct.

(b)  "Private Company" means any Private Companyrimarated
under this Act.

(c)  "Public Company" means any Public Company ipooated
under this Act.

~ Repealed by Company Ordinance, 2062. publish&hirette in 2062.6.23..
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(d)

(e)
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(9)

(h)
(i)

(m)
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"Principal Company" means any Company havingti@ over a

subsidiary Company.

"Subsidiary Company" means any Company undectmtrol of

the principal Company as set forth in Section 120.

"Promoter" means a person who, having agreedutascribe at
least one share, affixes his signature in the aggpatca promoter

on the Memorandum and Articles to be furnishedhia ©Office

for the incorporation of the Company under t

"Memorandum" means the memoran ssoniatib a

Company.
"Articles" means the articles o

"Prospectus” means a to be publiblyeal Company

pursuant to Section Act.

"Share" mea allotted portion of share itehpof a

"Ordinary Share" means a share other than e ece share.

"Bonus Share" means a share issued as anaddishare to the
Shareholders by capitalizing the surplus from thefipor the

reserve fund of a company, and this term inclutlesricrease of
the paid up capital of the share by capitalizing gurplus or

reserve fund.
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(n)

(s)

v)

(w)
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"Shareholder" means a person having ownershtpe share of a

Company.

"Debenture" means any credit bond issued bymmgany under

this Act with or without pledging its assets.

"Registration book" means the registration book the

Shareholders or Debenture holders as referred $&ation 35.

"Securities" means the shares, bonds, debemn or credit

issued by a Company, and this term include celating
to deposits of securities, as well as " antitlement

relating to the securities.

"Underwriting of Securities" undemakimade by an

organization having take bility to sek tecurities, to
purchase the securiti wn if it fails to sbk securities as

per the undertaki

"Director” director of the Company apsal pursuant

to Sectiofy

anaging Director" means the managing directba Company

appointed pursuant to Section 77.

"Unanimous Agreement” means an agreement ma@aiohously
by all the then existing Shareholders of a Priv@tenpany in

regard to the operation of the Company.

"Company Secretary" means the Company Secretpppinted

pursuant to Section 142.
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(x)  "Office" means the Office of the Company Reagistof His

Majesty's Government.
(y) "Registrar® means the Registrar of the Office.

(z)  "Prescribed" or "as prescribed” means presdrireas prescribed
by His Majesty's Government upon a notification lshed in the

Nepal Gazette.

Chapter- 2

Incorporation of Company ~

Incorporation of Company: (1) Persons s of undertaking any

enterprise with an intention of

‘profit magverally or

collectively incorporate a Comp the attainief one or more

objectives set forth in the M

g obtained approval undex grevailing
prise with a motive okimng profit by making

“Kingdom of Nepal, may alsadrporate a

(2) Any foreigne
law to carry out a
investment within

Compan 0 Sub-section (1).

ere shall be at least Seven promoters farparation of a

mpany.

Provided that, Seven promoters shall not be requi@

incorporation of another Public Company by any RuBbmpany.

Application for Incorporation of Company: Any person willing
to incorporate a Company pursuant to Section 3 slaakt to make an

application to the Office, in a format and alonghnsuch fees as may be

prescribed and with the following documents:

(@) The Memorandum of the proposed Company.
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(b)  The Articles of the proposed Company.

(¢) In the case of a Public Company, a copy ofgeement, if any,

made between the promoters prior to the incorpmmatf the

Company.

(d) In the case of a Private Company, the copy dfnanimous

Agreement, if any.

Registration of Company (1) Where an applicatien.is made for

gistrar shall,

incorporation of a Company pursuant to Sectio
after making necessary inquiries, register s within Fifteen
days of the date of making of the applic

Company registration to the applican amprescribed.

(2) After a Company is pursuant to Sediisn (1),

the Company shall be dee e been incogzbrat

naintained in the Office a Regfion Book in

-for the purpose of Schiese(1).

' Register a Companyhe Registrar may refuse

mpany in any of the following cimstances:

e name of the proposed Company is idehtdth the name
of any Company previously registered and is interise at

present.

(b) If the name of the proposed Company seems tmmpeoper or
undesirable from viewpoint of public interest, decg etiquette

etc.

(c) If the objective of the proposed Company istcany to the

prevailing law.
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(d) If the requirements for incorporation of themgmany under this

Act are not fulfilled.

7. Information of Refusal to Reqister In refusing to register any

Company in the event of any of the circumstancastimeed in Section
6, the Registrar shall give the information therealong with the
reasons therefor, to the applicant within Fifteeaydof the date on

which the application was made for incorporationtié Company

pursuant to Section 4.

8. Company to be Body Corporate (1) Any Co ncorporated

under this Act shall be an autonomous corp ing perpetual

succession.

(2) There shall be a separat of a Companwylfoof its

business and activities.

(3) Subject to thi y Company may, like adividual,

acquire, hold, sell e of, or otherwise dedh, movable or

immovable property.

y may sue or be sued in its own name.

ability : The liability of the Shareholders in regard to the

ns of the Company incorporated under #us shall be
d only to the maximum amount of the Sharebssubed or

undertaken to be subscribed by him.

10. Number of Shareholders (1) The number of the Shareholders of a

Private Company shall not be more than Fifty.

(2) Subject to Sub-section (3) of Section 3, thenber of a

Public Company must be Seven in minimum without apyard limit.
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11. Terms to be Abided by Company. Any Company incorporated

under this Act shall have to abide by the followiegms, in addition to

those set forth in this Act, Memorandum or Articles

(@) It shall have to carry out all such acts arahgactions in the

name of the Company as are to be carried out by it.

(b) A Private Company and a Public Company shaleha add to

their name the term "Private Limited" and "limiteddspectively.

pebentures
m, icMes or

(c) A Private Company shall not sell its Sha
publicly. Except as provided in the Me

Unanimous Agreement, a Private

(d)

12.

If the General Meeting of the Private Company,
adopting a special resolution, decides to convert

the Company into a Public Company.

Provided that, no Private Company may be
converted into a Public Company unless it fulfills
the requirements to be fulfilled under this Act for

being a Public Company.

(b) If Twenty Five per cent or more of the sharés o
Private Company have been purchased by one or

more Public Companies.
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Provided that, while calculating the above-
mentioned percentage, in the event of possession of
shares by any banking or financial Company as a

trustee, such shares shall not be taken into a¢coun

(© If a Private Company purchases Twenty Five per

cent or more of the shares of a Public Company.

(2) The details of a decision referred to in Clagse of Sub-
Office

nission of the

section (1) shall be submitted by the concerned S
within Thirty days of such a decision. In the eve
details of such a decision to the Office, the R  have to record

such details of change in the Company registré and convert the

section (1), such a Privat any shiiko facto, be deemed to
ublic Company on thg date of
occurrence of su stances. Any Company swerted into a
Public Comp Il have to notify the Office &l within Seven
ion. Upon receipt of such &aat the Office, the

cord the details of such conwearsn the company's

In the event of conversion of any Private Compato a
Public Company pursuant to this Section, all thiesgliary companies
of that Company shall alsapso facto, be converted into the Public

Company from the same date.

(5) In the event of conversion of any Private Conypato a
Public Company pursuant to this Section, all thevigsions applicable
to the Public Company pursuant to this Act shalplgpto that

Company.
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(6) All the properties and liabilities of any PrigaCompany
converted into a Public Company under this Secsioall be devolved

on the successor Company.

Conversion of Public Company into Private Compay: (1) If the
number of Shareholders of any Public Company besdfifey or less

than that, such a Company may, by adopting a dp@galution at the

General Meeting, be converted into a Private Compan

(2) The details of a decision relating to _sf
adopted pursuant to in Sub-section (1) shal
concerned Company to the Office within Th
In the event of submission of such a dec pdifice, the Registrar
shall record the details of such chan the @omppegistration book

and update the record.

" Public Company into a #&gv

(3) Upon conversio
on (2), all the prtgeand liabilities

Company pursuant to

of the Public Comp Il devolve on the sucaeSsmpany.

mons, Notice etc(1) Notwithstanding anything

Service

contained. i e prevailing law, if any notice, sauoms, letter rogatory

etc. to be served on a Company, Direatcgmployee of a
in regard to a matter pertaining to thadaation of, or any
related with, the company, is sent throughtelefax, telex, or
siilar other electronic device installed in thgistered Office of the
Company or if such notice, summons, letter rogaédey is delivered or
sent by a registered mail, it shall be deemed te baen duly served. If
any notice, summons, letter rogatory etc., can'tsbeserved, the
concerned Company, Director or employee may beanmdd thereof by

broadcasting or publishing a notice pertaining eb@rthrough radio,
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television or in any newspaper of national levelsuch a case, he/she

shall be deemed to have been informed thereof.

(2) Notwithstanding anything contained in the pravg law, if
any summons, notice, letter rogatory etc. is tcsémeved, on behalf of
the Company or any competent authority or courtaog Director or
any employee of the Company in any matter relatid the functions
of the position, it may be sent to the addresseftelex, telefax, if any,

given by such director or employee, and where addvess has not

been given, to the given postal address by a ezgid nd where it

has been so sent, the notice shall be deemed duly served.

Chapter- 3

Memorandum, Article Prospectus

particulars shall be clearly

Memorandum (1) The {fo

ddress of the registered Office of the Company

and place of transactions.
Objectives of the Company.

Activities to be carried out for the accompiisnt

of the objectives of the Company.

(e) Amount of the authorised capital of the Company

and number of shares of different categories.

()] Amount of capital of the Company to be issu¢d a

the moment.

10
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(9)

(h)

(i)

(e)

(2) In the case of a Public Company, the Memorandiiatl also

Making the Company itself liable to bear the
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Restriction, if any, on the purchase or transie

Shares.

Number of shares which the promoters have

undertaken to purchase forthwith.

Other necessary matters.

expenses incurred for its incorporation,

Conferring any special privilege or right toeth
promoter or to any other person from the

Company.

In cases where any Memorandum is inconsistent
with this Act, it shall be void to the extent o§ it

inconsistency.

(3) The format of the Memorandum shall be as priesdr

11
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16. Signatures to be Affixed on Memorandum(1) Any Memorandum

shall mention the full name and address of all phemoters of the
Company, shall indicate the number of shares whath of them has
undertaken to subscribe, and shall be signed Qdy ekithem.

(2) The Memorandum shall also contain the signabdire least
One witness of each promoter.

17. Aricles (1) A Company shall have to frame the Articlesoimer to

properly regulate its business and attain the oilgs in the
Memorandum. |

(a)

(b) of shares to be subscribed to

and term of Office of directors.

Aatters relating to the mode of convening the

ompany's meetings and notice to be given for such

meetings.

Privileges and restrictions of the preferential
Shareholders.

()] Powers and duties of the Managing Director.

(9  Provisions relating to remuneration and allogemn

of Directors.
(h)  Matters set forth in the Memorandum.

0] Other necessary matters.

12
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(3) If any provision of the Articles is inconsistgnwith the
Memorandum, such provision shall be void to theeektof such

inconsistency.

(4) The format of the Articles shall be as pressdib

Alteration in Memorandum or Articles: The General Meeting may,

subject to Section 6, amend the Memorandum or I&giby passing a

special or ordinary resolution to that effect. T@empany.shall notify

the Office of such amendment made in the Memoran

Provided that, if any Company has to S nammay
amend its name by adopting a special re

and only by obtaining prior approval o t

blished (1) Every Public

s Memorandum antclés within

Memorandum and Articles to_

Company shall have to p

Three months of getting f on to commenckutsness.

(2) In the any amendment to the Memorandurthe

Articles, the ed Memorandum or Articles sHadlve to be

published v ‘hree months of such amendment.

Pr s to be Publishedl) Every Public Company shall have to

S prospectus before issuing its secutitie

(2) Prior to publishing the Prospectus pursuanSid-section
(1), the Directors shall have to submit a copy ¢bérduly signed by
them to the Office. In case any important mattes haen omitted in
such Prospectus or it contains unnecessary mattdudied in such
Prospectus, the Office may cause such Prospectie tamended or

altered as required, and grant approval for itdipation.

13
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(3) The matter that the prospectus has been apprbyethe

Office shall be clearly mentioned while publisheugh Prospectus.

21. Particulars to be Stated in Prospectugl) The following particulars

shall have to be set out in the Prospectus:

(@) The objectives of the Company, and main
particulars set forth in the Memorandum and
Articles, and the place where the Memorandum

and Articles can be obtained,

(b)  Minimum number of she uired to be

subscribed to become tor, and the sajaries

(€)

ons on bonus share,

ovisions, if any, regarding reservation oarsis

for any Shareholder, employee or other person,
Identification of Directors,

If the shares are to be sold publicly by adding
premium, reasons for, and justification of, the

addition of premium,

(h)  Provisions on the representation of the
Shareholders subscribing the shares to be sold

Publicly in the Board of Directors,

14
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() The minimum number of shares required to be
subscribed and the amount of advance required to

be furnished along with the application,

()] Where a loan has been raised by issuing the
debentures, reasons therefor, and the number of the
paid-up debentures and the total amount of

outstanding loans,

(k)  Assets purchased from the pro

()
(m)

sible financial risks involved in the bus&do

e carried on by the Company,

Financial arrangements of the company, and net

worth remaining after the shifting of all liabibs,

(p) Names and addresses of auditors, and if ant audi

report is available, description of such a report,

(@) Where any fund of a Promoter or Director is
involved in the assets purchased or intended to be
purchased by the Company, details thereof and

where any Promoter or Director is involved in any

15
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other firm or partnership or Company, details

thereof,

(n The time when the notice of allotment of the

Shares is to be published,

(s) Details of preliminary expenses in the incogtimn
of the company, in the case of a new company; and

the real picture of the latest balance-sheet iarceg

to a Company already in operatio

(t) Brokerage payable to any t ing atgresn

regard to securities exc

(u)

ission thereof,

me and address of organization carrying on

security exchange,

Name of Shareholders having subscribed theeshar

in excess of five per cent of the issued capital,

(y) Privileges and restrictions of the preferential

Shareholders,
(z)  Other necessary matters.
(2) The format of the prospectus shall be as pitsstdr

22. Duties and Liabilities of Companylt shall be the duty and liability

of any Company to abide by the matters set fortinéprospectus.

16
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Responsibility for Particulars Contained in_Pragpectus (1) The

Directors signing the Prospectus shall be held aesple for the

matters contained in the Prospectus.

(2) If the published Prospectus contains a falaeestent made
deliberately or with amala fide intention, the said Directors shall
personally be liable to pay compensation to anggrefor any real loss
or damage, if any, one has sustained by purch&aogrities on the

faith of that prospectus.

Provided that, a promoter who resigns be hsibe made
by the Company to publish such prospectus ftey having come
to know about any false statement cont: theyeblishes a notice
to that effect for the information of tt srabRc prior to the sale
or allotment of securities or who that hefslas ignorant of the
falsehood of statement set prospeshadl not be liable to

such compensation.

Issuance of Dug opies (1) If a shareholder or any other

person conce ned demands for a duplicate copyeotMemorandum,

the Articles spectus or the annual accourgudit report, the
pany shall provide him with a dupécabpy of such

collecting the prescribed fee.

In case anybody demands for a copy of any deoarof a
Public Company registered in the office, the Offiskall provide
him/her with such a copy upon collecting the prbsad fee.

Chapter- 4

Shares and Debentures

17
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Face Value of Shares, and Application(1) The face value of the
shares of a Company shall be of One Hundred RypereShare.

(2) In inviting application by a Public Company fdhe
subscription of its Shares, no amount exceedinty Bér cent of the
face value of each Share shall be demanded witagpBcation.

Provided that, in raising the capital by a Companyperation
from a previous time by publishing its balance-shekits<last Three

years, this provision shall not be applicable.

aie ehblic
as prescribed.

(3) Any person who desires to purch

Company shall have to make an applicatio

e so allotted within a
ate of atien made it to the
f the Shasesllot the shares that
s, to the extessiple, and give the

at in the format asqpiteed.

Allotment of Shares (1) Shares
maximum period of Three mont

General Public for the subsc

all the applicants may

allotment of shares shall notnbde if at least

Shares cannot be sold.

he Company submits an application explainine reason
lotment of Shares within the time-limietsforth in Sub-
ction (1) owing to the reason mentioned in theviBo to Sub-section
(1), within Seven days after the expiry of thatet#mit for up to Three

months for the allotment of Shares.

(3) If the allotment of Shares cannot be made evghin the
time-limit set forth in Sub-section (1) or (2), tlanount received as
well as an interest thereon, as prescribed, frarettpiry of such time-

limit, to the day of the refund of such amount &bal refunded.

18
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(4) If the funds are insufficient to refund the ambrequired to
be refunded under Sub-section (3), the shortfabam shall be repaid

by the Promoters personally.

Particulars of Shares to be Submitted to OfficeParticulars of the

number of allotted shares, the total value ther¢b& names and
addresses of shareholders, and the amount paidsfovell as the
amount due on, each share, and where the shaties Gompany have
h,. the duly
simall be

Shares.

been sold or distributed in any manner other thar

issued copy of the agreement made in that
forwarded to the Office within Thirty days of th

ng its securities by a
Il deith the securities

ed to do gBcuransactions

Transactions _in_Securities: (1) While

Public Company to the General Pu
only through an organization r
including all such acts as th. allotment et very of the sum of

such securities.

ompany shall provide a copy of the
on the dealing of the seearithrough any

ertificate: (1) A share certificate in the prescribed format

all be issued to every shareholder in respeeach Share purchased
by him/her, within 3 months of the allotment of tBkares, and it shall
bear the signature of at least any Two among amgciir or
administrative chief of the Company or Company 8&gy, in the case
of a Public Company, and the signature of the peesomentioned in
the articles or Unanimous Agreement, in the casefrivate Company,

and bear the seal of the Company.

19
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(2) While issuing the share certificate in respEany share held
jointly by Two or more persons, it may be issue@ny One of them, by

mentioning their names therein.

Provided that, the names of all the Shareholderl dhe

mentioned in the Shareholder registration book.

(3) In cases a share certificate is lost or damatiesl owner
thereof shall submit an application to that effecthe registered Office

of the Company within Thirty Five days from the elaif | dge of

such loss or damage.

(4) Where any application is subm persoder Sub-
‘matter coved in the

quiry iftanecessary facts

section (3), the Company shall

application seems to be genuine
relating thereto, issue share ce to theliagnt, upon receipt of
the prescribed fee for the duplicate copy, andrtiagter shall also be

recorded in the Sharehol stration book.

Raising Loans ng Debentureg1) A Company may, if it

o' raise loans or issue debendpessfying the reason
of action to be executed from pinoceeds, and the
get necessary for that purpose, wittitbout pledging or

Ig the immovable assets of the Company.

Provided that, a Public Company shall not raisensoar issue

debentures until it gets permission to commenceutiness.

(2) Notwithstanding anything contained in the piavg laws,
any Company may, subject to Sub-section (1), raishtional loans or
iIssue debentures on the security of property winiak already been

used as the security from previous creditors, withie limit of the value

20
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of such property, by clearly showing the previousdttors and the

amount of loans already obtained.

(3) If the loans are to be raised or debentures@itee issued
pursuant to Sub-section (1) or (2), the Companyl $tave to inform
the Office thereof, and the deed on the pledge artgage shall get

registered in accordance with prevailing law.

(4) Notwithstanding anything contained in preva

matters including the terms, repayment period amer

gliraws, the
e loans

obtained or provided by any Company shall be n a deed or

bond entered into between the lender and

to bedraisessued by
be imeileeen such trustee
ters relatirige lender and the

(5) In case any loans or debe
establishing any trustee, the agree
and the Company shall gove

borrower.

Sale or Pledge a gage of Shares or Debeargs (1) The

Company may be soldgaged or pledged

shares or debentu (
erty, subject to this Act, Meamtum and the

Articles.

otwithstanding anything contained in Sub-satti(1),

er to a Company shall not sell or pledge ortgage the share
held by him/her unless and until the first Genekéeting of the
Company has been held and the calls on the shssesd in his/her

name are fully paid up.

(3) In cases where the pledge or mortgage of Shares
Debentures has been executed pursuant to Subssdtdiothe pledge
or mortgagee shall have to make an applicatiomamn $ormat and along

with such fees as may be prescribed to the regitéffice of the

21
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Company to have the transaction recorded in thetragon book.
Such application shall be accompanied by the dootsren the pledge

or mortgage as well as the share or debenturdicatei

(4) In the event of submission of an applicatiomspant to Sub-
section (3), the Company shall have to mentionthi@ registration
book, the transaction of such mortgage or pledgd; @on receipt of
information of redemption of the share or debentsoepledged or
mortgaged, the records of such mortgage or pletgh bé striked off

the registration book.

or Debentures
-otiGec31, the buyer
rered Office of the
fong with thesgribed fee to
ansmitted toaie.nA copy of the
ase of the slmardebentures and the
cate shall also be suédnitwith such

Transmission of Shares or Debentures(1)

are sold subject to Sub-sections (1) an

thereof shall have to make an appli
Company in the prescribed fro
have such debentures or S
deed relating to the sale
share or debentur

application.

ication is made under Sub-section {fie name of

eholder or debenture holder shalthek off, and the

(2) 1

e present one shall be entered in th&tnagn book.

efusal to Register _Share or Debenture(1) Notwithstanding
anything contained in Sections 31 and 32, a Compaay refuse to

record any pledge or mortgage of a share in thistragon book or to

effect transfer of a share or debenture where stlbeen purchased or

sold, in the following circumstances:

(@) In case calls on the share have not been aid u

22
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(b) In case any document and the share or debenture
certificate and the fees required to be submitted
pursuant to Section 31 or 32 have not been

submitted together with such application.

(2) In refusing to mention in the registration bdblke pledge or
mortgage or transfer of shares or debentures potrsa&sub-section (1),

the Company shall have to give information theréof both the
e of the

transferor and the transferee or the mortgagor modga
shares or debentures within Fifteen days of t filing of

application.

34. Other Circumstances When Shares entures &f be

Transferred: If any Shareholder or

eholder dies or besom

35.

(2)The following matters shall be mentioned in tlegistration
book of Shareholders referred to in Sub-sectionirfljegard to each

shareholder, according to the serial number ofSihares:

(@) Full name and address of the Shareholder,

(b)  Number of shares subscribed by the Shareholder,

23
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(c) Total amount paid by the Shareholder and

outstanding amount payable by him for the Share,
(d) Date of registration of his name as a Sharedold
(e) Date when his/her name was struck off.

(3) The following shall be mentioned in the regisibn book of

Debentureholders referred to in Sub-section (1)despect of each

(a)
(b)

(€)

Provided that, in the case of a public company, @oenpany
may, by Seven days' advance notification in théeonat newspaper, and
in the case of a Private Company, as mentionedché Articles or
Unanimous Agreement, close inspection of the negisin book for a
maximum period of Thirty days at one time and uptomaximum

cumulative period of Forty-Five days in one year.

(5) Any person, if he/she so desires may excemases where

the inspection has been closed pursuant to proSismse to Sub-
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section (4), receive a copy of the registration kboapon payment of
such fees as prescribed, in the case of a Publmnp@ny, and of such
fees as mentioned in the Memorandum, Articles oranimous

Agreement, in the case of a Private Company.

Records of Shares, Debentures, Loans et¢t) Each Company

shall prepare and maintain the records of the iegisand former

Shareholders and Debentureholders as of Fifteers dsfore the

Annual General Meeting is held.

(2) The records mentioned in Sub-sectio clearly

contain the following particulars:

(@) Authorized capital, a dimber of shares of the

Company,
(b)
(c)
(d) amount paid up on installments,

otal amount due on installments,

Total amount paid on shares and debentures as

brokerage,

Total number of shares, forfeited if any, raeso

(9)

and the date thereof,
(h)  Names and addresses of the incumbent directors.

(3) The records referred to in Sub-section (1) Ishalsigned by
at least one Director and be submitted to the ©ffwithin Thirty days
from the date of holding of the Annual General Megtof the
Company.
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Lien on Shares The Company may withhold the shares registered in

the name of the Shareholders as well as divideagtalygpe thereon for
payments of calls on the shares due and payabkleget€ompany from
them or any amount payable by them to the Compawigmuprevailing

laws, and recover the calls from such dividends.

Payment on_Shares(1) Payment in respect of shares shall be made

whenever calls for payment of installment are madaccordance with

the articles.

times.

3) Ifany S
within the time

to him/he

erest at the prescribed rate, and if he failamiake payment even
within that time-limit, his/her share shall be fetéd. If the installments
are not paid even within the time-limit so notifigtie share in respect

of which the notice was given shall be forfeited.

Provided that, the Board of Directors may, if iede reasonable,
retain the share as fully paid up to the extenthaf amount actually

paid up.
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(4) The shares forfeited under Sub-section (3) maysold or
otherwise disposed off or cancelled in such a maasehe Board of

Directors may, subject to the Articles, deem appate.

Payment of Installment Regarding Shares Held Jatly: The

installments of the shares held jointly may be gmidhe share partners

jointly or individually.

Equal Portions in the Shares to be Presumethere«there is no

deed duly made specifying the portion owned by ¢

respect of shares held jointly, the holders sha

owned equal portion thereof.

Owner of Shares and DebentureShe on in whose name the

shares or debentures are registered reobttie Company shall

be regarded as the owner the

Increase of Share Capita any Company intends to increase its

share capital, it ma ase its authorised abpit adopting a special

resolution to this at its General Meetingd abtaining approval
of the Offic shall make necessary amendmednotsthe

nd Articles accordingly.

fit is necessary for the Company to incredgecapital up to
of the authorized capital, the issueditpmay be increased
by” adopting an ordinary resolution at the Generatetihg, and
necessary amendments shall be made to the Memaraadd Articles

accordingly.

(3) If any Public Company is to issue new sharesdtoease its
share capital pursuant to Sub-section (2), it skpalblish a new

Prospectus pursuant to Section 20.
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Provided that, if the Company is to issue bonuareshthe

prospectus need not to be published.

(4) The first right to buy the shares issued urilesr Section shall
be vested in the existing Shareholders in proportio the shares

subscribed by them.

Provided that, notwithstanding anything contaimedhis Sub-

section, the Board of Directors may allocate tharet not exceeding

five per cent of such shares for the employees of the
Company.
(5) Except from the profit or fund frg odiarned by the

ithin the said time-limit, the Shares may dold to other

Reduction of Share Capital(1) If a Company intends to reduce its

share capital, it may reduce its share capital dgpéing a special
resolution to that effect at its General Meetingd aobtaining the
approval of the Office, and shall make necessargraiments to the

Memorandum and Articles, accordingly.

(2) After the approval of the Office is obtainetietCompany

may reduce its share capital in the following manne

28
www.lawcommission.gov.np



44.

45.

www.lawcommission.gov.np

(@) By reducing the capital to such an amount & ha
been actually paid up where calls for payment of

installment made on shares are not fully paid up, o
(b) By returning the capital already paid up, or

(©) By devaluating shares, in case the Company has

sustained losses or suffered from natural calasnitie

List of Creditors to be Submitted to the Office In.for

resolution seeking to reduce the capital to thec®

Company shall forward it, along with a list of
names and addresses, amount due t d thdinazcial
situation of the Company as of the pre @nd signed by

all of its Directors.

Notice to be Issued by .

Notification at least twice. i

jce(1) The Office shall issue a

wspaper of naéiblevel at the cost of
the Company so thai creditors whose namesheen omitted, if
any, by the Company.from the list referred to ict®® 44 may be able
to make ap I|c ion'to have their names enteretthao list. The notice
shall alse a reasonable time-limit withimieh creditors may

lication opposing to the reduction in share capital under

(2) If each creditor of the Company seems to beexhto reduce
share capital or in cases where the loans of théitors have been paid
up, the Office may, remarking that matter, appribvespecial resolution

on the reduction of capital.

(3) The Office may, prior to approving the specedolution on
reduction of capital, issue such orders includmgequire to repay the

loan of the creditor disagreeing to reduce thetagpio prohibit the
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sale or mortgage of the company's assets pendegettlement of all
loans, to prohibit the raising of additional loaas it may deem

appropriate to protect the interests of the creslito

Matter of Reduction of Share Capital to be Indtated in Share

Certificate: In cases the share capital of a Company is retuce

pursuant to this Act, the concerned Director shmalicate the matter in

every share certificate and affix his/her signathereto.

Prohibiting the Company from Purchasing its s No

Company shall purchases its own shares or asl against the

security of its own shares.

Notice on capital A Public Comp xplicitly indicate the

number of Shares subscribed ar total amounalac collected

thereon, in notices, adverti etc. relatingapital which it is

authorized to raise.

fter the paying up of the entire amount of
to be subscribed by the Peoniod shall have to
| along with the evidence therepthe Office for

To Obtain Appro

the share underta
make an applica

he transactions,

) After the filing of an application pursuant $mub-section (1),

e shall grant approval for carrying ou¢ tinansactions.

(3) Without obtaining the approval pursuant to Sebtion (2),
no such acts as to publish the prospectus or ceegteype of liability,
except but the matters such as meeting of the boérdirectors,

management of the company, shall be carried out.

(4) Notwithstanding anything contained above irs t8ection, a
Private Company may commence its transactions inatedg upon

receipt of the certificate of registration with tB©é#ice.
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Not to Sell Shares or Debentures on Discour& Company shall

not sell its shares or debentures on discount.

Preference _Shares(1) A Company may issue preference shares

subject to the privileges and restrictions as pii@sd in this Act and

Memorandum or the Articles.

(2) Except as provided in the Articles, a prefei@ghare may

not be changed into an ordinary share.

Debenture May be Converted into ShateA De re may be
converted into a Share in accordance with
Memorandum or Articles or as per the

Directors prior to the issuance of D . eélent of conversion
of a debenture into a share, in ' on thattenahall be given

clearly through the Prospect

of Securities: (1) No Director,

Prohibition _on_Transacti
_AlUditor, person directly involvein the
nts of the Company and the &gn§ecretary

Managing Director;
management and |
of a Public, Con
purchase ,mortgage donate or cause or abldvetsold, mortgaged

y shall, until he assumes Officehe company,

1.the securities of the Company or theididsy Company of
any, in his/her name or in the name dhéisclose relatives
f an association, organization, firm or Compamntrolled by

him/her or his/her close relatives.

Provided that, in the event of issuance of neweshahe above-

mentioned restriction shall not apply.

Explanation : For the purposes of this Sub-section "close
relative" means husband, wife, son, daughter, fathether, elder

brother, younger brother, elder sister, youngetesisuncle, aunt,
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mother-in-law, father-in-law, brother-in-law, sisia-law, nephew,
niece, maternal uncle, maternal aunt, nephew, roét¢ae concerned

person.

(2) In case any person commits any act in contrtawerof Sub-

section (1), the Company shall forfeit such semsit

(3) The Board of Directors may sell or disposehs securities

forfeited pursuant to Sub-section (1) in such amearas it may deem

proper.
Chapter- 5

Meetings of Compa

General Meeting of a Comp 'he General Meeting of a

Company shall be of the fo gories:

ordinary General Meeting of a Public Compaauy¢ notification

th

level.

reof shall also be published at least twice mewaspaper of national

(3) No decision shall be taken in any General Mggtn any
subject which has not been notified a forehandctoedance with Sub-

section (2), except in the following circumstances:

(@) Unless otherwise provided for in other Sectiohs

this Act, if the Shareholders representing Sixty-
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Seven per cent of the total Shareholders of the
Company who are entitled to vote at the General
Meeting, attend in person or by proxy and vote in
favour of taking a decision on any particular

subject, or

(b)  If the subject was already notified for disaassin

any General Meeting which has been adjourned.

(2) Notwithstanding anything contained ab iection,

the general meeting of a Private Company and shall be as

provided for in the Articles.

Directors to be Present in General | Each Director shall

be present in the general meeting pessibl

Legality of Meeting: Bef General Meeting commences, the

hall ascertain adhébdher or not it has
nce with this Act and thelds; and the

Shareholders present t
been convened in &
meeting shall be deemed to have been duly convever if any other

law has not beel served in respect thereto,ged\a notice has been

Circumstances in Which Attendance or Voting i®rohibited at

Meeting: (1) No person shall be entitled to participatevaie in any
General Meeting in the capacity of a sharehold#reeiin person or by
proxy on discussions to be held in respect of ampns$ and conditions
entered into or to be entered into between himdierand the

Company.
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(2) No Director of his partner or his/her proxy ktwee entitled to
vote on any discussion to be held at any Generatiiig in respect of
the responsibility for any act done or omitted te #one or done
wrongly by him/her or in respect of his/her own ajppment, dismissal,
transfer or confirmation, with respect to provisiofy or reduction or
increment in allowances or bonus or in respect mf agreement,
contract or contraction regarding his employmenaiything in which

his/her interest or concern is involved.

(3) No Director or his/her partner of his/ oghall be
entitled to vote in any discussion to be held al Meeting in

respect of the appointment of auditors.

calls on tleeeshshall be
| Meeting.

(4) No Shareholder who has

entitled to attend and vote at an

Right to vote at genera )gOnly the person whose name is

the provision of Sect

cast vote at the

If a Shareholder entitled to vote is unableti@nd

any meeting personally, he/she may nominate any
shareholder of the same Company as hi/hers proxy
to vote on his behalf, by making an application
signed by him/her as set out in the prescribed
format, and the proxy so nominated may attend or

vote at the meeting.
(2) If a share is held jointly by more than onesper,

only the vote or letter of proxy casted or given by
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the partner nominated by all such partners or by
the proxy nominated by him/her under Clause (1),
and in case no such partner is nominated
accordingly, by the partner whose name is
mentioned first out of such partners, in the serial
order in the shareholder's register shall be held

valid.

Right to Vote in Appointment of Director. (1) Excep 3s.otherwise

provided for in the Articles, in voting for electio or, each

shareholder shall be entitled to cast such num; may be set
after multiplying the number of shares he y the number of
Directors to be appointed; and the Dire hascasch votes may
cast all his/her votes for a single ca "oy o@est votes in a manner
that his votes are divided fo an one caatdichs indicated by

him/her.

(2) A body co,
this Act or Articl

e entitled to appoint a Diregparsuant to
| not be entitled to voire the election of

Directors.

he quorum for the General Meeting of a Rava

 shall be as provided for in the Articles.

The proceedings of the meeting shall not belacted uncles
seven Shareholders of the total Shareholders rapiieg Sixty Seven
per cent of the total number of shares of a Pubtimpany are present

either in person or by proxy.

Provided that, if a meeting cannot be held becanfs@on-
presence of the shareholder in that number, andhananeeting is
called by giving a notice of at least Seven dagshimg contained above

shall prevent the holding of such a meeting if Se®&hareholders
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representing Thirty per cent of the total numbersioéres are present

either in person or by proxy.

Discussion and decision (1) The General Meeting shall be presided

over by the chairperson of the Board of Directaaad in his/her
absence by the person nominated from amongst teedag Directors
by a majority of the attending shareholders, inpprtion to the shares

of such shareholders.

(2) All the matters to be discussed at the Ge

be presented in the from of resolution.

(3) On any subject voted upon, the f tregomty of the
shares of the meeting shall be deemed heiaeof that meeting.

Such votes may be determined by v upingefShareholders or

ballot as well as the procedur ed byCtnarperson.

Provided that, in of a special resolutiba,resolution

shall be deemed been passed by the memtiygif the
Shareholders représenpting Seventy-Five per certhefShareholders

present at the vote in favour of the rdsmiu

votes are evenly divided at the meetthg, Chairperson

ise the casting vote.

Provided that, the Chairperson shall not be degrofthe right

to vote in a capacity of the shareholder.

Minutes (1) The Company shall have the minutes of eveendgal
Meeting recorded in a separate book and the miraltals be signed by
the Chairperson and by at least one Director ane simareholder

appointment by that Meeting.
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(2) While recording the minutes pursuant to Suliiseq1), all
the matters, including the manner in which the ceof the meeting
was issued, the number of the Shareholders prefenpercentage of
representation out of the total shares, the mattesded at the

meeting, the result of the voting, if any, shallde¢ out in the minutes.

(3) The minutes set down pursuant to this Sectiall e sent
to the Office and to the Shareholders within Thotgys of the holding

of General Meeting.

Annual General Meeting (1) Every Public Cor

first Annual General Meeting within One yea ate of approval

to start its business, and thereafter it ¢ hblel Annual General

Meeting every year within Six months the eypmf its fiscal year.

(2) If the Company mak pplication, settingtbe reason

for its failure to call the Anfiual*Geéneral Meetiwghin the time-limit
referred to in Sub-sectior the Office foe textension of the time-
limit, the Office ' \d the time-limit of up fThree months in

maximum.

mpany fails to call its Annual Genekddeting even
-limit referred to in Sub-section) (@n any shareholder
1 application setting out the matter, thie@may cause it to
he Annual General Meeting, and even if nohsapplication is
made, it shall cause such meeting to be held witlhen months of the

expiry of the time-limit referred to in Sub-secti(?).

Matters to be Presented and Discussed at the Wuml General

Meeting: (1) The Director shall have to present the audianual
account of the previous year at the Annual Gendesting of a Public

Company.
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(2) If the Shareholders representing at leastd®ecent of total
votes so desires, he/she may, by submitting anicghpin to the
Directors prior the issue of a notice under Sulitsed2) of Section 54,
cause any matter to be presented at the Annual r&eNeeting for

discussion and decision.

(3) At least Twenty-One days prior to the holdinfgtloe first
General Meeting, a report setting out the followmatters and signed

by at least one Director shall have to be senath&ha

(@)  Total number of the shares allot

(b)  Number of fully paid u paid shares dut o

the allotted shares

(c)  Total amoun | from the sale of shares,

(d) | income and expenditure of the

g the income made by the Company form
es, debentures or other sources, expenses made
om such income, remaining balance, account of
preliminary expenditure of the Company, as of
Thirty days before the sending of the report, and

estimated expenditure to be incurred lateron;

(e) Name, address and designation of Director,
Manager, Company Secretary, employee dealing
with account and Auditor as well as their

appointment and terms of service,
()] Major things amendments to be made thereto.

(9 Amounts due and payable by Directors,
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(h)  Particular of an amount paid or to be paid for

selling shares or carrying out any other act,
0] Other necessary matters.

(4) Discussions shall be held and decisions takéheaAnnual
General Meeting also on the matters such as theuats of the
company, balance sheet, profit and loss accouatrgport of Director

and Auditor, the dividends to be divided among. shalders,

appointment of Director and Auditor, remuneratid

addition to the matters presented pursuant to &

¢ prinfibe divided
‘nmadananner that the
Bward of Directors.

Provided that, in holding discussio
among the shareholders, no decision sh

rate of such profit is more than that f

Preparation of Documentw‘ Annual GeneraMeeting: The

hin Seven days of the holding of the AnnGaneral Meeting,

forward the details indicating the number of Shatdars present at the
meeting, a copy of the resolution, balance-sheetdfitpand loss

account, report of the Director and Auditor, and tlecisions.

(2) Every Private Company shall forward a copyld balance
sheet and profit and loss account certified byAbditor to the Office

within Sixty days of completion of its fiscal year.
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67. Extra-ordinary General Meeting: (1) The Board of Directors of a

Public Company may convene an Extra-ordinary Gendeseting, if

deemed necessary.

Provided that, an Extra-ordinary General Meetingllshot be

convened pending the first Annual General Meetsnggld.

(2) In the course of examining the accounts oflalipicompany,

if it is deemed necessary to call convene Extraramy General

convene the meeting accordingly, the
application to the Office setting out the g ghaf an application is
made accordingly, the Office may an ExtcArary General
Meeting of the Company.

(3) If the Sharehold ng at least Ten pet sbares of the

ny. If the Board of Directors does notveoe the Extra-
General Meeting within Thirty days of madi such
application, the concerned Shareholders may fieoplaint to the
Office setting out the matter; and if such complamfiled, the Office

may cause to convene such a meeting.

(4) If the Office deems it necessary to convené&xgima-ordinary
General Meeting in view of the findings of the iespon or
investigation or for any other reason, the Officaynitself convene or

cause the Board of Directors to convene such ailNtget
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68. To Submit Special Resolution Special resolutions shall be
submitted to take decision at the General Meetirg Gompany on the

following matters.
(@) Increasing the authorized capital,
(b)  Decreasing the share capital,

(c) Conversion of the Company (from a private to a
13),

public anadvice versa), (subject to Se

(d) Amalgamation of one Co into another

Company,
(e) Issuing of bonus s

Changing n ain object of the Company.

(f)

Provide Information: (1) A Director shall give

n in writing of the following matters tihe Company within

ays of his/her assumption of Office as tineckbr:

(@ In the event of his/her or any of his/her famil
member's director involvement in any type of sale
or purchase or other type of contraction related

with the transactions of the Company.

Explanation: For the purpose of this Clause,

"direct involvement” means and includes the

condition where he/she or a member of his/her
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family is a promoter or a Director of a Company
involved in such Company or private or partnership
firm or such transaction, by holding more than

Twenty Five per cent of the share thereof.

(b) In the event of having any type of interesttlre
appointment of the Managing Director, Company

Secretary, General Meeting.

(© In the event of being a Director

(d)
of such transactions.

Company, on

(2) While providing i

written agreement, if a

on pursuant to Sub-sec (1), a
fuded between theddor and his/her

e absence of such an agmemmjor and

family member and .ir
necessary mate lated with the transactions inberest or

involvement shall, be"set out.

Company shall give the information as refrto in Sub-

) to the Office within Seven days of tlezeipt of such
on; and upon receipt of such informatitime Office shall set

purpose.

n and maintain records in a separate registéntanaed for this

Board of Directors (1) The appointment and number of Directors of a

Private Company shall be as provided for in theckes.

(2) There shall be a Board of Directors in a Pul@empany
consisting of Three Directors in minimum and ElevBiectors in

maximum.
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(3) Any one Director selected by the Directors frammongst

themselves shall be the Chairperson of the Boabirettors.

71. Appointment of Directors (1) The Directors of a Public Company

shall be appointed by the General Meeting of th@pmany, subject to
Section 73 and the provisions set forth in theoles.

Provided that:

1)

(2)

(3)
rate has held shares, the body corporate may
int Directors as well as alternate Directors in

roportion to the value of such shares.

72. Sh alification _of Directors Any person, in order to be

ed as a Director of any company, shall haveold such shares
y be prescribed in the Articles of that Comgpan

Provided that, any person who becomes a Directdeuproviso
Clause (3) to Section 71 shall not be requireduipase such share.

73. Circumstances Where One is Disgualified to beppointed to or
Continue to Hold The Post of Directors (1) Any of the following
persons shall not be eligible to be appointed éopbst of a Director:
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(e)
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Who is below Twenty One years of age, in thseca

of a public company,
Who is of unsound mind or is insane,
Who is an insolvent,

Who has been convicted and sentenced to

punishment by a court for theft, fraud of forgery o

embezzlement or misuse of
entrusted to him in an authori; )anner, and a

period of One year has no thereatfter,

Who has personal of any kind in any

business or cog or agreement with the

concerned con

In the case of*a shareholder, where it has et
. amount is due to be paid by him to the

ny pursuant to prevailing laws,

I the case of a person having been awarded
punishment pursuant to Section 127, and pursuant
ton Section 128, a period of One year and of Six
months, respectively, has not been elapsed from the

date of award of the punishment.

(2) No person shall remain in the post of a Direato the

following circumstances:

(a)

(b)

If one is not eligible to be appointed to theesipof

Director as set forth in sub- section (1),

If the General Meeting passes a resolution to

remove from the post of Director,
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(c) If the resignation tendered by a Director is

accepted,

(d) If one is convicted by a court of any offence
involving dishonesty omala fide intention in the

activities of the company,

(e) If one commits such an act which is forbidderé

done by a Director under this Act.

(3) Notwithstanding anything contained in gedi (1) and
(2), any person referred to in Clause (e) o (1) may be
eligible to be appointed or to continue toQ t of Director fif,
after he/she has given full informatio the agrent with the
Company and his/her ierest therein ajority of Shareholders at
the General Meeting decide t e has notangern over such

agreement and interest.

(4) Before ho
to the post of Dir

1y person to be disqualifieddppointment
or holding that post, then®any shall give a
notice thereof and provide him with an ogpaoity to defend

himself.

f Office of Directors (1) The tenure of Office of a Director

rivate Company shall be as provided in thickes.

(2) The term of Office of a Director of a Public i@pany shall be

as set forth in the Articles, not exceeding Foiarge
Provided that:

(1) A Director appointed by His Majesty's Governmen
or a corporate body shall hold Office so long a&s th

appointing authority desires.
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(2) A Director appointed pursuant to Clauses (1d an
(2) of the proviso to Section 71 shall hold Office
only until the holding of the Annual general

Meeting.

(3) A Director appointed to the post of any Diracto
fallen vacant in the meantime shall hold Officeyonl
for the remaining term of that Director whose post

has so fallen vacant.

(3) Any Director who retires on the expi isthterm of

Office shall be eligible for re-appointment a

SOf Dirérs: (1) The
neration to beaiokd by

Remuneration, Allowances, Rewards

meeting allowances or monthl
Directors for attending the meg ind daily aravelling allowances
of directors while carrying business of @mmpany shall be as

prescribed in the Article

oard of Directors shall make arrangement lofha transactions of

thé Company, and exercise its powers and dischigrdeaties.

(2) Except in accordance with the decision of then&al
Meeting, no Director of any Public Company shallattything yielding

personal benefits to him/her through the Company.

Provided that, a Private Company may provide fahsbenefits
to the Directors as provided for in the memorandwArticles or

unanimous agreement as it may deem proper.
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(3) Except as otherwise provided in the memoranaumch the
Articles or the unanimous agreement, in the case mivate company,
the Board of Directors may appoint any Director nfroamongst
themselves or any employee of the Company as piesentative and
delegate to him/her individually or jointly any all of its powersjnter
alias, to make correspondence or to sign bills of exghasr cheques

etc. on behalf of the Company.

(4) A Company shall not be responsible for a

done by any person acting in the capacit &or or

representative beyond his/her jurisdiction.

(5) If any person enters into any lon vatbirector or

with a representative referred to in onk(®wingly or having
reason to believe that the Direc reprizgee is dealing with
any transaction for his/her terest @in whe intent of causing

loss or damage to the 1y, such person shalbe@ntitled to

naging Director, and Managemeh of

The functions, duties and powers of the maradinector
be as mentioned in the Articles or as prbecriby the Board of

Director.

(3) The Board of Directors may assign the managéroéihe
Company to any person, organization or companyh w#rm and

condition that it may revoke such assignment gtlgssure.
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78. Meeting of the Board of directors (1) Meetings of the Board of
directors of a Private Company shall be held astimeed in the

Articles.

(2) Meetings of the Board of Directors of a Pul@icmpany shall

be held at least Six times in a year.

(3) The Directors shall have to be present perspmaalmeetings
of the Board of Directors of a Public Company. Tbhieectors of a

d of the

Public Company. The presence of the proxy of adbirgi

Director shall not be held valid.

(4) No meeting of the Board of Dir eddhunless it is

ber of Directors

attended by at least Fifty One per cent

entitled to attend and vote at the m

(5) The decision of

Directors shall be bindin

y at a meeting o¢ tBoard of
the case oéttine Chairperson may

exercise the casting

al Directors present at the Meeting shighh the minutes.

Provided that, if any Director has put forward gnn@mn against
such decision or he had a dissenting opinion imnkego the decision
while discussing any matters, he/she may mentia same in the

minutes.

(7) A decision shall not be deemed invalid onlyvoyue of its

not being signed by any member.
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(8) Notwithstanding anything contained in Sub-s&tdi (3), (4),
(5) and (6), except in cases expressly prohibigethb Memorandum or
the Articles, if all the members of the Board ofrdaitors or sub-
committee consent in writing in regard to any fumctpermitted to be
done by the Board of Directors or any sub-commitieéhe Directors,
such a function may be performed even without mgddi meeting by

enclosing such consent in the minutes.

79. Validity of Action Already Done: If it is subs v found out that

appointment of any Director, no ac lonsaaly done by such a

Director, prior to such finding I be indhlmerely for that

80.

(2): erson has any personal interest intthesaction of

ny or in an agreement concluded with tmapany, after

ointed as a Director and prior to assurtireg Office, the

r shall have to inform the Board of Directdlhereof.

(3) If any Director is found to have derived anygomal benefit
in the course of transaction of the company, theng@any shall recover

such amount from such Director as a loan.

81. Regqister of Directors Every Company shall have to record a brief

introduction of its Directors in a separable regisind forward a copy
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thereof as well as a notice of alteration of Dioest if any, to the Office
within Fifteen days.

Chapter-7

Accounts and Records of Company

Accounts of Company (1) Every Company shall duly maintain its

accounts in the Nepali language. For its conveeacCompany may

maintain its accounts in the Nepali and in otherg well. In

ration_of Annual Account and Reports (1) The following

annual accounts shall have to be prepared by tlaedBaf Directors of a
Public Company every year at least Thirty daysmaothe holding of
its annual General Meeting, and in the case ohatercompany, within

Sixty days of the expiry of its fiscal year:
(a) Balance sheet up to the last date of the figea.

(b)  Profit and loss account of the fiscal year.
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(c) Description of cash flow of the fiscal year.

(2) The annual accounts referred to in Sub-sedtigrshall have

to be approved by the Board of Directors and addite

(3) The report of the board of the Directors shaihtain the

following matters:

(@) Review of the transactions of the previous year

(b)

(€)

ajor things to affect the transactions,

If there are any remarks in the audit repdrgirt

comments thereon, and

Percent recommended for distribution of profits

(h)

(4) While preparing a profit and loss accounttfor purposes of
Sub-section (1), in the case of the year of Compaaogrporation, the
accounts from the date of its incorporation to st day of the current
fiscal year, and thereafter, in regard to othergjetlne accounts of the

previous fiscal year shall also be contained timerei
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(5) The annual accounts prepared pursuant to gusd® shall
have to be kept open for inspection by any Shadsrolif he/she so

desires.

84. Balance Sheet, and Profit and Loss AccounEvery Company shall

prepare a balance sheet and a profit and loss at@wa manner to
clearly reflect its income and expenditure and tkal and actual

situation of its transaction. Such balance sheet arofit and loss

account shall have to be prepared in the prescfdredht.
Chapter-8
Audit

85. Company to Appoint Auditor. Ev mpany shall appoint an

Auditor in accordance with thi ve its @ents audited.

86. Appointment of Audito Auditor of the Company shall have

to be appointed fro st the Auditors holdiagificates issued by

en days from the date of such appoimntine

Provided that, if an Auditor is to be appointedoprio the first

General Meeting, the Board of Directors may appbint.

(2) The Auditor appointed pursuant to Sub-sectibnshall hold

Office only until the forthcoming annual General éfiag.

87. Persons who Cannot be Appointed as AuditarsThe following

persons or the firms or companies in which suclsqres are partners
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shall not be eligible to be appointed as Auditod ghall not remain in

Office even if already appointed:

(@) Director, employee or worker of the Company,
(b)  Partner of a Director or employee of the Conypan
(c) Debtor of the company,

(d) Close relatives of a Director of the Companyisrpattner,

(e) A person who has been convicted of an

auditing,
()] A person who has become insolvel

(@ A person or Company havi one cent orentban one

per cent share of the

(h) A person convict a criminal offence invaly moral

turpitude.

Explanation : For the urpose of this Section, "close relatnefans
\ on, daughter, father, mother, elttether, younger
ler sister, younger sister, uncle, amuther-in-law, father-
oher-in-law, sister-in-law, nephew, reecmaternal uncle,

nal aunt, nephew, niece of the Director or gamy Secretary.

Audit to_be Invalid: The auditing done by a person having been

appointed as an Auditor in contravention of thig slzall be invalid.

Failure to Appoint Auditor: If the Annual Meeting of a Public

Company fails to appoint an Auditor or the Annuan@ral Meeting
can't be held or the Auditor appointed pursuanthie Act ceases to
hold the Office due to any reason, the Office mapant another

Auditor at the request of the Company.

53
www.lawcommission.gov.np



www.lawcommission.gov.np

90. Accounts and Records to be Furnishedhe books of accounts and

the records of a Company shall at any time durirfigcé hours on
his/her demand be furnished to the Auditor for pliepose of audit and
the concerned Director or employee shall also feitth give verbal

explanations on such matter as may be asked by&im/

91. Functions and Duties of Auditor (1) The Auditor shall submit a

report, addressed to the authority having appoirtedher, to the

notice of annual General Meeting, in the

as mentioned in the Articles or Unanim

Whether the balance sheet, the profit and loss
account and the statement of cash flow have been
prepared in conformity with this Act or not, and

whether the reports are in compliance with the

accounts maintained by the Company or not.

(c) Whether the accounts and records have been
properly maintained by the Company in

accordance with the law or not.
(d)  Whether, on the basis of the explanation and

information made available in the course of
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auditing and in the opinion of the Auditor, the
balance sheet properly reflects the economic
situation of the Company or not, and the statement
of profit and loss of the fiscal year ending on the
same date and the statement of cash flow properly
reflect the profit and loss and cash flow of the

company, respectively.

() Whether the Board of Directo or any
representative or any employe cted contrary
to law or committed misa on or caused

loss or damage to the Y or not.
() Suggestions, if a

ffix his signature on the beok
d by him/her, asd indicate the

Auditor to Certify: The Audit

of accounts and the records

date on which he/she audite

Reguirement to The Company shall send a copy of the report

r'to the shareholders. At theiestin writing of the
on serving in the enterprise, tloen@any shall provide

A

made by th
formal trade
y of such report to such formal trade union.

eration_of Auditor: The remuneration of the Auditor shall be
as prescribed by the General Meeting, where hegpoiated by the
General Meeting and by the Office, where he is agpd by the Office,

iIn a manner that it is to be borne by the Company.

Chapter-9

Demand for Explanations and Investigations
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Power of the Office to Demand Explanationg1) If it is necessary

to have any unclear points in the documents suédltty the Company
explained or to obtain explanations on any mattee Office may
require the Company to make explanations theredhn wireasonable

time limit specified by it.

(2) The management of the Company shall, withintitne-limit,

send proper reply to the matter on which explamativave been sought

under Sub-section (1).

(3) In the course of demanding explanatiot g®Mmay, if it
We necessary

be the duty of the

sees any irregularity in the business of
directive to the Company to regularize

Company to obey such directive.

Power of the Office to Inspectorslf Shareholders

' may, as per necessity, depute anmare inspectors.
ctors shall be experts in any one subj#cbf the subject of

law, commerce, industry and any subjedating to

Office_to Depute Inspectors on _Its OwnEven if no application is

submitted pursuant to Section 96, the Office masy,par necessity,
appoint one or more qualified inspectors, to ingas¢ the transactions
or business of any Company if it is satisfied ttesire exit the following

circumstances:
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(@) The business or transaction of the Companiisgoconducted
to cheat its Shareholders or creditors or to confratd in any

other manner or to fulfill an illegal end, or

(b)  Any Public Company has not furnished such imition on its

business as is required to be furnished.

98. Accounts and Records etc. To be Providedhe management of a

Company shall have to provide such accounts, anibailance sheets,

and other necessary documents as may be dema

deputed under Sections 96 and 97.

99. Submission of report (1) The inspector er completing his
ngsoraj with his/her

sendopy of such report

or committed forgery or any illegal atte registrar shall,
hstanding anything contained in the prevagillaw, order the

Company to file complaints and suits on behalhaf Company.

Provided that, this provision shall not be deemedhtve
imposed a restriction on any other remedy availablthe Company or

shareholder under prevailing laws.

(3) If the registrar thinks that the Company maffesua damage

if the activity and business of the Company is leftler responsibility of
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the Director, managing Director, Manager, emploge¢he concerned
persons against whom actions are the under Sulmis€2), he/she may
give necessary directives to the Company to suspeictd a Director,
Managing Director, Manager, employee or person apeérate its

business.

Expenses of Investigations (1) The expenses incurred in

investigations conducted by the Office pursuantStaxtion 96 or 97

shall be borne by the Company itself.

Provided that, if, in the course of condu gtigation, any

Director, managing Director, Manager or ee tbe person

appears to have improperly behaved or adfaxr deception or

or, Mgeraemployee or
of investigatwithin Seven

cheating, such a Direction, Managi
person shall have to pay the

days of the completion of the stigation.

(2) If the con

employee or pe

1ed Director, Managing Directoramager,
oes not pay the expenses e@ftigations
pursuant to Viso to Sub-section (1), theeegps shall be

recovered &s governmental dues.
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Chapter-10

Liquidation of Company

101. Circumstances in Which the Office may Liquidaé a Company

(1) The Office, if it so deems proper, may order liquidation of any

Company in the following circumstances:

(@) If an application is submitted to the~<Officer the
liquidation of a Public Compa a General
by means of a

lguidate it; otthre

meeting of the Public Com
special resolution, deci
case of a Private Co if an application is made
as provided in memorandum, Articles,

unanimous or this Act,

(b) Ifno convened or no report is sutedi

Office within the time-limit referred in thi

f an application is made to the Office by aditor

or creditors at least half of the debts of total
existing debts of the Company to the effect since
the Company has failed to pay off its debts even
within One year of the expiry of the stipulatedeim

of repayment of debts, the Company be liquidated
and the amount of debts be realized in accordance

with law,

(d) If any bank or financial institution has sold o

forfeited all the assets of the Company.
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(2) Except as otherwise stipulated in this Act, apany shall
not carry on any transaction after the order isadsfor the liquidation
of the Company and all the powers of Directors Ishabko facto be

terminated from the date of issue of such an order.

Procedure of Liguidation of a Company(1) The Company itself or

its creditors may submit an application to the @fffor the liquidation

of the Company in any of the circumstances mentddnesection 101.

(2) While submitted an application for the of the

company, the creditors shall state the reasonstk pany should

be liguidated and submit therewith such evi e available in

that respect.

(3) Except in cases where mpany itself apploz its
liquidation, prior to issuing a o liquidatke Company, the
Company shall be required(to it a report,regtiut reason, if any,
why it should not be | within Fifteen gdagxcluding the time

required for journe

deems it proper, it may, priorigsuing an order
to liquidat pany, hold a meeting under traarplrsonship of the
Reg and her the Directors of the Companyditves of the

and the applicants, orally.

(5) Any Director or applicant, who is not satisfiatth an order
to liquidate the Company issued pursuant to thigi&e, may file an
appeal to the Court of Appeal within Thirty daysloé issuance of such

order.

Appointment_and _remuneration _of Liguidator and auditor: (1)

While issuing an order to liquidate a company, @fice shall appoint a
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Liquidator to conduct the liquidation proceedinigs. shall receive such

remuneration as may be fixed by the Office.

(2) The Office shall appoint an Auditor to examthe accounts
to be submitted by the Liquidator. The Auditor sppainted shall

receive such remuneration as may be fixed by tlieeOf

104. To Take Custody of Assets of the Compan¥he Liquidator shall,

as early as possible, take custody of all the badksccount, records

and all such assets to which the Company has anss its title,

and keep them under his/her custody and contr

105. Power of the Liguidator (1) Except in cz yhere limited with any

restriction imposed by the Office, ‘Meetimg, Articles or

unanimous agreement of a private y, the daor shall have

the following powers:

(@) To file law suit or institute any other akg

i the name of the Company or defend it on

o perform only such part of the business @& th
Company as may be necessary to ensure that the
Company is liquidated in as profitable manner as

possible,

To auction or sell all movable and immovable

assets of the Company,

(d To execute all types of documents, and issue
receipts on behalf of the company, make call on
shares not fully paid up, and settle all debts and

liabilities of the Company,
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To issue, approve or endorse promissory notds a
bills of exchange on behalf of, and in the name of,

the Company,

To raise funds to meet the expenses to be iedur
in liquidation or, if necessary, owning to any athe
reasonable ground by mortgaging the assets of the

Company, with the prior approval of the Office,

To settle the loans of the
compromise or make any o angement with

those persons who make e creditor,

To appoint necessa ployees for his help and

assistance,

To perfor ch other acts as may be necgss

to lig 1e compOany.

may report to the Office for atance on any

the course of liquidatd the Company.

idator may require any employee of @amnpany to

re him/her, to provide information oe thcorporation,

n, property or other matters of the Camgpand may inquire

Power to Convene Meeting of Creditorg1) The Liquidator may, in

order to know the intention of the creditors, care¢heir meeting and

hold discussions with them.

(2) The Liquidator may prescribe a time-limit fdret creditors to
prove their claims and may prevent any creditoosnfrreceiving any

share in any division until their claims are proved
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(3) The creditors who suffer from any act and actlmne by the

Liquidator may an application to the Office.

107. To Maintain_Accounts/Records Accurately The Liquidator shall

accurately maintain the minutes of the conferenoesmeetings
convened by him/her, and if any creditor of the @any so desires, the

liquidator shall allow him/her to see such minutes.

108. Ligquidator to Submit Accounts The Liquidator shall get the audited

accounts of income received and expenditure mad

capacity of Liguidator and forward the sam

annually.

109. Priority in Settlement of Liabiliti

company, the liabilities of the Co

‘While liquidating a

Il btled in the following

order of priority.
(@  Expen: rred in liquidating the company,

es and wages, provident fund, gratuitd an

(b)

amounts of the employees and workers,

Tax, charge, fee, royalty etc. payable to the
Government or to any local autonomous body

pursuant to the law,

Security loans obtained against the assets
mortgaged, in the case of mortgage of property to

the extent such mortgaged assets cover,
(e)  Other debts.

(2) Except in the case of those who have expiredtithe-limit
referred to in Sub-section (2) of Section 106, nohsdebts shall be

paid nor other liabilities fulfilled as are lowan the order of priority
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unless the Liquidator is satisfied that those highehe order of priority

can be paid off or fulfilled from the assets of thempany.

(3) If any assets remain in possession of the Gowp@fter all
debts and obligations are settled, priority sh&ldiven to preference
Shareholders, and the remaining assets upon payingie amounts
payable to them shall be divided among the othearé&tolders in

proportion to the shares held by them.

110. Requirement to give Notice of Fraud Again

Creditors: If the Liquidator finds that any Dire or,eragee has

committed any deception or fraud against t nts creditors,
particulars of the
amt if the Office finds

der the ldgtor to take legal

he shall immediately notify the Office t
illegal acts and actions committed |
such information reasonable, it
action against the person h, mmitted suclemt@mn or fraud, in

accordance with the law

111. Voluntary Liquid ompany: (1) A Public Company may go

by a special resolutiohits General Meeting

mstances.

If any period is prescribed in the articlestbé
Company for running it, and the period is expired,

or

(b)  If it is decided to go into liquidation in vieof the
liabilities against the Company or for any other

reason.

(2) While passing a resolution for liquidation pumst to Sub-

section (1), the General Meeting shall appoint onenore Liquidators
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for the act of liquidation. The remuneration of theyuidator so

appointed shall be as prescribed by the GeneratiMge

(3) The General Meeting shall also appoint one oremfuditors
for the purpose of auditing the accounts of the @amy under
liquidation; and the remuneration of the Auditoragampointed shall be

as prescribed by the General Meeting.

(4) A Private Company may be liquidated acgordingthe

procedures set forth in its Memorandum, Articl imous

Agreement.

112. Proposal of Voluntary Liquidation: If a Co asses a resolution

for its voluntary liquidation, the Public.C f have to publish a
legelTiwo times and also

Seven d&ysn the date of

notice thereof in the newspaper of n
to give such notice to the O

passing such resolution.

113. Not to Carry on B

this Act, after a res

xcept as otherwise provided elsewhere in

ion is passed for its vhry liquidation, the
Company shal all of its business excepbiias as it is necessary

ch business to insure its liquidationa profitable

114. nt of Debts and Liabilities of the Compan If the

Liguidator is of the opinion that the Company may be able to pay
off in full the debts incurred by it even within @ryear form the date
when the Company has gone into liquidation, he/shall have to
forthwith convene a meeting of the creditors of tBempany and
present the description of the assets and liadslivf the Company at the

meeting.
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115. To Make Application The Liguidator or any creditor may make an

116.

117.

118.

application to the Office for deciding any quest@nmsing in the course
of the Liquidation proceedings. And if such appiica is made, the
Office shall have to make a decision thereon wittie month and give
a notice thereof to the applicant within Three dajshe decision. If
any one is not satisfied with such a decision, teefsay file an appeal
with the concerned Court of Appeal within Thirtyyddrom the date of

receiving information of the decision.

Where Liguidator Proceedings Are not Compl ithin One

Year: If it is to taken more than one year to Liquidation

proceedings, the Liquidator shall have to speral Meeting of

the Company at the end of the first yea ermoencement of those

proceedings, and within three mon r the rgxpf every fiscal

year, and submit Liquidation gs carried iouthe previous

nts have been properly examined, he/stilehstve to convene
eral Meeting of the Company for the purpossubmitting such

description and accounts thereto.

Dissolution of Company(1) On the full completion of the liquidation
proceedings, the Liquidator shall submit a reptohg with the audited
final accounts, to the Office; and the Office shisBue an order of
liquidation if the accounts are held to be corrédtie Company shall be

deemed to have been liguidated on the date ofnissuaf such order.
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(2) Upon the issuance of an order of liquidatiofermred to in
Sub-section (1), the Office shall have to publishadéice thereof in the

newspaper of national level.

Not to Affect the Powers of the OfficeOnly the matter of voluntary

liquidation of Company shall not preclude the Gfficom issuing such

order as it may deem necessary on the liquidatiagheoCompany upon

an application made by the creditors or otherwise.
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Chapter-11

Principal and Subsidiary Companies

120. Control over subsidiary Company (1) A principal Company may

control its subsidiary Company as follows:

(@) By holding control over the composition of the

Board of Directors.

(b) By holding majority shares of

(c) If any Company beco sidiary Company of

any other subsidiary c¢ the former Company
shall also be su Company of the principal

Company he latter Company.

(2) If any Compa es a subsidiary Comparangfother

subsidiary compan Company shall alsahe subsidiary

Company of the p Company controlling thedaCompany.

Company or its subsidiary Company exesithe powers to
point Director of such company, the above-memetbronditions

shall be deemed to have been fulfilled.

Provided that, while determining a principal Conpand a
subsidiary company, the shares possessed in tlmviot) conditions

shall not be recognized for this purpose:

(1) In cases where any Company is entitled to éserc

any powers or has obtained any shares by virtue of
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taking any debenture or any trust deed issuing the

debenture,

In cases where a Company providing loan has

accepted the shares by way of security.

121. Documents to be enclose(l) Any principal Company shall have to

enclose the following documents of the subsidiaymBany in its

balance sheet:

(a)

(b)
(€)

One copy of the annual mts of the

immediately expired fiscal he subsidiary
Company and the rep Board of Directors

during that period.
Auditor's rep

Details vestment of the principal Canp

‘subsidiary Company at the end of the fiscal

" cases where the fiscal year of the principal
Company and that of the subsidiary Company be
different, the matter of change, if any, in any
manner, of the right of the principal Company over
the subsidiary Company during such different

periods.

(2) The details referred to in Clause (b) of Suttisa (1) shall

also contain the net profit derived after deducting loss suffered in

the concerned fiscal year of the subsidiary Compang the profit and

loss as well which has not been mentioned in theowtts of the

Company after it has become the subsidiary Compahyhich may be

the concern of the Shareholders of the principah@any.
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(3) In cases where the Board of Directors of théendial
Company fails to obtain the information mentionedGlause (b) of
Sub-section (1), and Sub-section (2) due to angomgathe balance-

sheet of the principal Company shall contain atemitreport thereof.

(4) The details referred to in Clause (c) of Suttisa (1) shall
also show the loans raised by mortgaging the imivlevassets of the

subsidiary Company or also the loans raised forpmpose other than

fulfilling the current liability.

122. Prohibition of Investment in the Principa any: The

subsidiary Company shall not purchase th

123. Unanimous Agreemit ) Except as otherwise provided in this Act,

the following matt be managed in a unaninagreement of a

private compa

Management, business and transaction of the

Company,
Restriction on the transfer of shares,

(c) Powers of one or more Shareholders to liquidate
the Company owing to certain or any incidental

event or voluntarily,
(d) Division or use of voting right,

(e) Terms of appointment of employees, workers or

officials of the Company,
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()] Matters as to who will be the officials or Daters
of the Company or persons or chief Manager of the

Company to bear the ultimate responsibility,
(99 Payment of dividends or distribution of prgfissd
(h)  Matters on the absence of Board of Directors.

(2) The Unanimous Agreement may be amended by moars

consent in writing of the parties to the agreement.

(3) The Shareholders who, after the conck fitnanimous

agreement, have obtained the shares as foll haleemed to have

(b) ares have been obtained in any othe
.with the knowledge of existence of such an

agreement at the time of obtaining the Shares.

areholders to Inspect AccountShe Shareholders of a

124. Power of ¢
any or their proxy may inspect theofeihg documents or

elated with the transactions of the Compdnring Office

(@) Minutes book of the Shareholders and Directors.
(b)  Annual details of transactions,
(c)  Share register, and

(d)  Accounts.
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125. Details of Transactions(1) The Shareholder of a Private Company

may demand the Company for details of its transastiof any fiscal

year.

(2) The details containing the profit and losscamt and the
balance sheet certified by the Director, Managinge@or or Chief
Officer carrying on the business of the Companylishave to be
provided within Fifteen days of the demand of the¢adls pursuant to
Sub-section (1).

Chapter-13

Proceedings of Case and

10 Cases Und@his Act:
Is Act, a casy be filed and

126. Complaints and Proceedings Re

(1) In respect of any matter
proceedings taken only wi plaint of the &@ffor a Director or
any other officer or admi e officer or aasbholder or a creditor

of the Company or er concerned person.

Provide at; even if no complaint is receivedrirany person,

the boarg nstitute proceedings and make @ecisi any case

er its jurisdiction.

) The powers to hear and settle cases relatingffences
punishable pursuant to Section 127 and the mattheseon claimed
amounts are to be recovered pursuant to Sectiorat8Guch cases as
are mentioned elsewhere in this Act to be tried adpidged by the
District Court shall vest in the concerned Disti@urt and the power
to hear and dispose the cases punishable with dindsr Sections 128

and 129 shall vest in the Company Board.
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Provided that, pending the composition of the CamgpRoard,
the Office shall have powers to hear and disposk sases as are to be

heard and disposed by the Company Board.

(3) In hearing the cases under this Act by therBisCourt, the
Court shall follow the procedures referred to ine tiSummary
Procedures Act, 2028 B.S. (1971 A.D.).

(4) An appeal may be filed to the concerned CotirAmpeal

by the

within Thirty-Five days against an order issuedleci

District Court or the Office pursuant to Sub- sec

Punishment With Fine of Upto Twenty and Rupeesor

Imprisonment for a Term not Upto Years or Both The

following persons who commit the ing offenskall be punished

with a fine of upto Twenty Th upees or isgomment for a term

of upto Two years, or both

(@) If a Director. aging Director or Manager Gompany

Secretary 0 oyee of a Company has caused aasydr

Company or any person by insertihge fa

Irs in any concerned documents of the Caompa
liberately or recklessly or witmala fide intention, such a

‘ector or Company Secretary or employee,

If any Director or Managing Director or Managar Company
Secretary or employee of a Company fails to maindaito cause
to maintain accounts, or conceals or suppresselmages the
accounts, or records required to be maintained utide Act,

deliberately of recklessly or witlmala fide intention, with a
motive of causing loss to the Company or to anyg@ersuch a

person,
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If the Auditor of a Company inserts false partars in report in
the course of carrying out his duty or omits neagssomments
while auditing the accounts deliberately or reciligesor with

mala fide intention, such an Auditor;

If the Liquidator deliberately or withnala fide intention, fails to
convene the Meeting of the creditors, or makes gayrof loans
or liability contrary to the order of priority omifs to maintain

such accounts and records required to be mai

Act or fails to take over accounts and docuy
taken over under this Act, or maintains 'puor fails to
or faldrand over
nded overitwyhier on

, such a ldgtar,

submit any report required to be s
cash, in-kind goods or books to

the termination of his/her ass

If the Director, Liquid any employeeldaio hand over the

documents, acco , good in-kind in histharge on the

termination o her Office or on receipt of tleder to

person, issues the prospectus of a Cawypgaior to its

eing approved by the Office, such a person,

The Director who does not maintain the accowntdocuments

required to be maintained under this Act,

The Director of the Company or the Company &acy who

carries out the transaction of the Shares contmatlyis Act, and
The Director or the employee who misappropsate embezzles

cash or goods in kind of the Company or uses teb oa goods
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in-kind of the Company for his personal use withth& approval
of the Board of Directors or the General Meetingdoes not

settle the advances according to the of the Company

128. Punishment With Fine of Upto Ten Thousand Rups The

following person committing the following offencéal be punished

with a fine of upto Ten Thousand Rupees:

(a)

(b)

(€)

(d)

(e)

(f)

If any person allots shares in contraventionhef provisions of

this Act, such a person who does so;

If a Company purchases, out of the co n stock, its
amyrary to this

tion of thdd, eeach

own shares or the shares of its prin
Act, or makes investment in

Director of that Company,

If one carries out an & d the jurisdrctof the Board of

Directors or beyor working scope of the comgpahe

ut or orders to carry out dcat

convened a General Meeting ireglu to be
er this Act, or the documents to beenaadilable
olders before the convening of the Gemédealting are
,prepared or the documents required to be stemnit the
General Meeting are not submitted, the person wasothe duty

to prepare, submit or do the same,

If the accounts are not shown or given to thalifor as and
when he/she so demands, the person who has théodsitpw or

give the same,

The Auditor who fails to submit the report aferred to in this
Act,
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(@  The Director or employee who doesn't providehsimformation

to the Office as required to be provided under Aus

Punishment With Fine of Upto Five Thousand Ruges Except in

matters provided for in Sections 127 and 128, & fof upto Five
Thousand Rupees shall be imposed upon the Compangvary
concerned Director, manager or employee of the Gomypvho fails to

perform any act, which he is required to perforndemthis Act, or

or without following the procedures.

Realization of Amount of Loss If any p uses any loss to the

Company or shareholder or credito othesqeby committing

an offence punishable under thi or by delityaviolating any

Prohibition

shareholde

iscrimination _Against _Sharehotler: (1) A

Company may file an applicatiorthe District

to be carried out against his interest any act to be done

lone or vice versa.

(2) The Shareholder filing an application pursuanfub-section
(1) shall have to prove that the Director, Manadhgector, manager,
employee or any person controlling the Company isduly
discriminating or is about to discriminate with eribr motive, Iin

contravention of the Memorandum or Articles or unaus agreement.

(3) If the District Court considers that the magterentioned in

the application referred to in Sub-section (1) aeasonable and
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satisfactory, it may issue order to the Companyptovide remedy
deemed reasonable by it to the applicant or tathedl Shareholders

mentioned by the applicant in the application.

(4) In making an order for remedy pursuant to Sedtisn (3),
the Court may, without prejudice to the generabfythe said Sub-
section, and notwithstanding anything containedhim Memorandum,

Articles or unanimous agreement, issue the follgvarders as well :

(@) To duly operate the business of

future,

to be donéhby

Zompany to do any act

(b) To stop any act being
Company or require

which the Compa not done or is not to do,

(c) To caus stitute civil suit by the persons
court against any person, on behalf

the name of the company,

guire to decrease the capital by following
rocedures set forth in this Act, and re-purchase

the share of any Shareholder,

To make available the real loss suffered by any
shareholder due to any discrimination done against
him, from the Company or the persons having done

such discrimination,
() To order to liguidate the Company.

(5) Notwithstanding anything contained in Sub-satdi (1) and
(2), the remedy of the person who has suffered doskamage owing to

the fact that any thing required or not requiredb® done by the
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Company or Director or the person controlling ther@any or any of
its employees has not done any thing required tddoe or has done
any thing not required to be done or that or thecrdninatory
treatment has been done to him shall not be linotdg to this Section,
and he/she may institute proceedings individualycallectively with
other Shareholders like him/her for remedy avadalnhder this Act or

other prevailing law.

(6) Where collective remedy has been demand at to this

Section, it shall not be required to hear the Shaoe
where the court has heard any or all of of such

category as the court deemed necessary.

Shareholder May File Case on Be ompangl) In order to

enforce any power or interests o mpanyQbmpany shall have

to institute a case again its Directomsipleyees or the
Shareholders controlli ompany pursuant te timanimous
agreement or any or if the concerned Coynghlres not
institute the case;; ‘shareholder having suletritvo and half
percent or mo the shares of the Company mdyidually or

more than one shareholder whosars subscription
cent or the shares may, on beh#léaompany, institute
the District Court against such Directoemployee or the

controlling the Company or any other person.

(2) In filing a case pursuant to Sub-section (1)shall be
mentioned therein the matters as to what efforige Hseen made by
them so that the Board of directors of the Compamthe Shareholders
controlling the Company pursuant to the UnanimogseAment could

themselves institute the case.
(3) Upon the filing of the case pursuant to Sultisac(1), the
District Court may, upon deciding as to whethewauld be proper to

78
www.lawcommission.gov.np



www.lawcommission.gov.np

get the case run by the Shareholders themselves gat it confirmed
(Sakar) by the company, order the Company to confirm theecif the

court deems it proper to get the case confirmethbyCompany.

(4) The case filed under Sub-section (1) shall betsubject to
compromise once it is filed, except in cases ahdisal, cancellation or

inclusion of such terms as may be deemed apprefrathe court.

(5) If, while making judgment in the case filed puant to Sub-

section (1) the claim of the plaintiff sharehold to be

established, the legal expenses incurred by ‘course of
instituting such case or the fee paid to the | r shall be got
recovered from the Company to them. __ imad held to be
established, such amount out of ses tiodoee by the
defendant to defend the case ed appropyidatee court shall

be got reimbursed to the de

133.

his /her term of office, hand over thecdments in his/her
charge to the official or employee who is appoirtiedeplace him/hr to
pform his/her functions, within Thirty days frothe date of such
expiry; and if such out-going person hands ovehsdoecuments, the

successor shall take charge there of accordingly.

134. Provision Concerning Company Board(1) In order to deal with the

cases referred to in Sub-section (2) of Section i®2®e heard and
settled by the Company Board and to render adwacklis Majesty's

Government on the Company administration as peressdy, His
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Majesty's Government may, upon a Notification psiodid in the Nepal
Gazette, constitute a Company Board consistingmafet members, each
one from the legal, commerce and business sectar,have worked in

the concerned sector for at least Ten years ameda@xpertise.

(2) While constituting the Company Board by His B&y's
government upon a Notification published in the &legsazette

pursuant to Sub-section (1), in the Notificatiorshtall designate any

One of the Three members of the Board also tosits @hairperson.

(3) The Company Board shall, while h andlingttthe

cases to be heard by it pursuant to this A jurisdiction as

follows:

(@) All the Three

jurisdiction

shall jointly exerciseith

ded that, where the Chairperson and
other member are present, the case may be
“any settled, and where two members except

chairperson are present, the case may be heard.

In the event of the presence of all the three
members, the unanimous opinion of the three
members or the majority opinion of the two

members shall be deemed to be the decision of the

Company Board.

(c) In the event of the presence of only two memper
where the Two members have the unanimous
opinion, that opinion, being the majority opinion,

shall be the decision of the Company Board.
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(d If Two members are present and they lack
unanimity in opinion, the opinion of the
chairperson if the chairperson as well is present,
and where other members except the Chairperson
are present, the opinion of the senior member) shal
prevail in the case of procedures. In the case of
decision or final order, it shall be submitted ke t
member who was absent first and the opinion

supported by him/her shall be to be the

decision of the Company Boa

(e) If all Three members & ent and each ase h

different opinion, the ion of the Chairperson
shall prevail in th of procedures, and in the
case of the or final order a referencdl sha

ourt hearing appeal.

® C

(e) shall apply even in cases where rnityjo
'to be existed even after it has been subdhitt
yursuant to Clause (d) to the member who was

absence first.

‘he Company Board may, considering the worklofidases
eard by it, locate itself in any other platdahe Kingdom of

epal for any specific period and hear and seftiieciases.

(5) The Company Board shall follow the proceduedsrired to
in the Summary Procedure Act, 2028 B.S. (1971 Auih)le hearing

and settling the cases to be heard by it.

(6) The Party who is not satisfied with a decisotdthe Company
Board on any case may file an appeal to the coede@ourt of Appeal

within Thirty-Five days of making the decision.

81
www.lawcommission.gov.np



www.lawcommission.gov.np

135. Amalgamation of Company (1) A Public Company which is to

amalgamate into another Company may, by passipg@as resolution
at its General Meeting, amalgamate into another g2om with subject
to Sub-section (3).

Provided that, in the case of a private companghdll be as

provided in its Memorandum, Articles and unanimagseement.

(2) A public company, upon merging into a privagmpany, or

a private company, upon merging into a public camp. nd as a

Public Company.

anBtd-section

(3) If a resolution for merge is pa
ettmg the following

(1), such Company shall file an applic
matters for approval within Thirty the neatbf such merge of

such amalgamation:

(@) | of a Public Company, a copy of the
' ) of the General Meeting referred to in Sub-
ction (1), and in the case of a Private Company,
tracts of the concerned provision of the
| Memorandum, Articles or Unanimous Agreement

that authorizes to amalgamate.

Final balance sheet and auditor's report of the

Company to be amalgamated.

(c) Copy of the written consent letter of the cters
of the Company to be merged and of the Company

which amalgamates.

(d) Valuation of the movable and immovable property
of, and actual details of the property and liapilit
of, the Company to be amalgamated.

82
www.lawcommission.gov.np



www.lawcommission.gov.np

(e) If the Company which is to be merged and which
merges have made a decision as to the creditors and
employees and workers of the Company to be

amalgamated, such decision.

Provided that, in making such decision, no
decision shall be made to be prejudicial to the

conditions of the service of the employees or

workers.

(4) After the notice referred to in Sub-s BYyeceived by
the Office, it shall have to inform its decisio

making an inquiry thereinto.

(5) After an approval fo a mation has beeeived, all
the property and liabilities

deemed to have devolved

e-or alteration in, or transfer of share of@wenpany or the sale of
itire assets of the Company shall be entitledeibtige company's
assets valuated prior to such amalgamation, mergalteration or

transfer of the share or the sale of assets anceggen of the amount in

proportion to his/her share from the Company taneeged.

136. Power to Issue Direction If the Office receives information that a

Director or employee or official of a Public Compamas not done or is

not going to do any act required to be done asiperAct or Articles or
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Memorandum of the Company or the unanimous agreeimdhe case
of a private company, or has committed or is gasngommit an act in
contravention of this Act or the Articles of thengpany, the Office may,
by making or causing to make an inquiry into theéteraissue necessary
direction to the concerned Director, employee diciaf to do or cause
to do any act required to be done accordingly orptevent the
commission of nay prohibited act; and it shall be tuty of the person

receiving such direction to comply with such dirent

137. Bonus Share(1) The Company shall have to inf

issuing bonus shares.

138.

respect of ai Company, such act shall be invalid.

139. Regarding Business of the Companil) In case where any

- required to be given pursuant to this, Ademorandum,
cles, and the recipient of the notice expresbefore or after the
mentioned time, in writing that the notice is n@cassary, the notice

shall be deemed to have been received.

(2) If any shareholder is present at any meetiegste shall be
deemed to have given up his/her right to noticebéogiven to him

pursuant to this Act or Memorandum of Articles.
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140. Dividend (1) Except in the following circumstances, the dénds
shall be distributed to the Shareholders withintydéfive days of the

decision made to provide the dividends:
(@) Ifany law prohibits the distribution of dividds,

(b) If the right to receive dividends is subjectdny
dispute,

(c) If, without the fault on the part Q the compan
the dividends cannot be di } within the
above-mentioned time-lim any act of

Gods.

within thime limit set
all betributed by adding the

(2) If the dividends be not d
forth in Sub-section (1), the div

141.

ous place outside of its registered office.

(2) Each Company shall have to register its regst@address in
the Office.

(3) A Company shall, prior to changing its registeraddress,
inform the Office, and a Public Company shall gh&lish its address

in the newspaper of national level.

142. Appointment of the Company SecretaryA Public Company which

has issued capital of Ten Million Rupees or mosntthat shall have to
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appoint to the post of the Company secretary a Nepecitizen who
has done at least Bachelor Degree in Law, Manageore@ommerce

and done professional work for up to Five years.

143. Functions, Duties and Powers of Company Secagy: (1) It shall

be the duty of the Company Secretary to implementcause to be

implemented, the decisions made by the Board dadctbrs and the

General Meeting and the matters directed by th&e®fir concerned

(@) To conven bard of Directors and the Ganer

(b) re the agenda to be discussed at tamlBo
ectors and the General Meeting and send it to

e concerned Directors or Shareholders.

To maintain the records of, authenticate ari ta
charge of, the decisions of the Board of Directors

and the General Meeting.

(d) To send the notice of the allocation of shaed
the calls on the shares according to the decision o

the Board of Directors.

(e) To accurately and properly maintain, take oharg
of, and Authenticate the Shareholder registration
book and the records of the Shareholders and
Debentureholders.
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()] To refer the matter to the Board of directordioe
Managing Director to indicate to pledge or
mortgagee, transferal or transmission of the shares

or debentures.

(@@ In cases where a claim, Plaint, grievance,
suggestion, advice etc. has been submitted by the
Shareholders or Debentureholders in writing, to

Directors or

transmit such matter to the Boar
the Managing Director or the Of other bodies
and to inform in wr __ concerned
Shareholders or Debe ers of the results of
the acts and actio and taken in regard

thereto.

(3) Except as per the on of the General Mgetthe

Company Secretary shall do nor cause tddoe any such act

y as is to yield benedthimself.

144. Repeal and The Companies Act, 2021 B.S. (1964 A.D.) is,

hereby, rep¢

Is Act shall also apply to the companiessteged in the

s,0f the Office prior to the commencemerthef Act.

Provided that,

(@) No provision of this Act shall be deemed to be
prejudicial tot he mutual powers and rights of the
Directors or any other Officers or Shareholders of
that Company with Company; and such powers

and rights and shall have in existence as sucn.
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The functions, duties, powers and liabilitidsite

Director or any other official or shareholder of
such Company in respect of any act which was
done or required to be done prior to the
commencement of this Act shall be determined
under the Companies Act, 2021 B.S. (1964 A.D.)

and other laws prevailing for the time being.
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