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PREFACE.

H B

This book is particularly meant to be a student’s book,
though incidentally it is hoped that an intelligent business-
man anxious to learn all he can about the complicated
machinery of the commercial world during his leisure hours,
may also find pleasing recreation within its pages. It has
been written with the main object of furnishing a useful
guide to the student of Commerce reading for the University
as well as other Examinations in Commerce.

Though the scope and size of the work make anything
but a brief review of the variousbranches dealt with possible,
all care is taken to embrace the main features which an
anxious student ought to master with a view to acquire a
tolerable grasp of the principles involved. For a detailed
specialization of any of these branches, special works written
on each branch must, of course, be referred to, but it is hoped
that a preliminary study of these chapters will furnish a
groundwork on which the specialist may proceed to build
his structure. An attempt has been made all throughout
to make the text as practical and useful as possible, at
the same time to present the ideas in a style both simple
and eagy, with a view to supply the student not only
with predigested ideas ready for assimilation, but also
to kindle within him a love for a critical survey of the
problems dealt with.

The ground attempted to be covered is wide, embracing

ag it does, chapters on Partnership, Joint Stock Company
Combination, Office Organisation of Wholesale and Retail
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Businesses the Indent Business and its complications, the
Secretarial Work and Management in connection with large
Companies, Procedure at Public Meetings, the business
problems connected with Labour Efficiency and Industrial
Organization, the secrets of Scientific Advertising from all
standpoints, the Stock Exchanges of the world, their prac-
tice, organization, etc., and as far as possible, the re-
quirements of the syllabuses of first class examination
boards, both English and Indian, are kept in view taking
as a special gnide that for ‘ Business Organization” of the
B. Com. Examination of the University of Bombay.

The author acknowledges with gratitude the encou-
ragement and kindly interest displayed by Principal
Anstey of the Sydenham College of Commerce, Bombay,
at whose invitation a course of lectures on the subject
embracing Indian conditions was specially prepared and
delivered by the author in the said College, and but for
whom these pages would never have been written.

The author’s thanks are also duc to his pupil and
friend Mr. M. K. Vesavevala, B. A., LL. B., for material
assistance rendered by him in the correction of proofs and
particularly in the compilation of the Index for which
Mr. Vesavevala is solely responsible.

DavVAR’s COLLEGE OF COMMERCE,
Law AND BANKING. SOHRAB R.DAVAR.
Bombay, 15th March 1919,
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BUSINESS ORGANIZATION.

CHAPTER 1.
The Essential Requisites for Business Success.

In this chapter it is proposed to deal briefly with the
most important requisites for business success. The various
authoritative writers on this subject have no doubt ex-
pressed themselves differently, but all seem to be agreed in
their conclusions. Prof. Dicksee in his work on *‘ Business
Organization > lays down three requisites wiz., (1) Skill
and Energy, (2) The Necessary Capital, and (3) The
Means of speedily acquiring connection or reputation.
Writers of older school have held out the three virtues viz.,
“ Tact, Push and Principle ”’ as the most essential. After
having given this subject the most anxious consideration
for over eighteen years and having read of and observed
the various factors that have, or are said to have made or
marred the careers of eminent businessmen, the writer
hesitates to dogmatise. In the modern business world
there are so many positions a businessman may be called
upon to fill, and that too under circumstances so varied,
each requiring its own chain of equipments, that nothing
more than a general discussion on broad lines is possible.
It is said quite correctly that ‘‘the modern businessman
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is a compound of temperament and training.”” All men
are not born alike. Some are born as the gifted children
of nature to rule and direct a business. Such men take to
business like ‘‘ducks to water”” and a good training
coupled with a little experience enables them to success-
fully organize and direct large enterprises. Others less
fortunate, lack this ability in spite of training and experi-
ence and though they fail when placed in positions where
initiative and correct judgment are necessary, they succeed
in positions where directions are to be carried out and
initiative, or independent action, or original thought, are
not called for.

To sum up, the most essential requisites to business-
success appear to be (1) Sound Common Sense, (2) Busi-
ness Morality, (3) Business Ability and Business Training
and (4) Capital.

Sound Common Sense.

We are all said to be born with a quality of what is
known as ‘ Common Sense.” How many of us can claim
that this * Common Sense * which we are all possessed of,
is sound and consistently unerring. Of course education
and experience tend to improve us in that direction. We
no doubt come across instances where men holding the
highest academic distinctions lack what a businessman
may call ‘common sense’. Fortunately these are rare
exceptions. Mankind generally benefits by experience and
training. Tact, caution with self confidence, ability to
judge between men, a cool head, resourceful readiness to
meet situations, courage to give up the most cherished
opinions and schemes when found erroneous, patient and
tolerant attitude towards criticism, and a generous nature
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that is ready to forget and forgive, sum up the qualities
that are to be found in all cases where common sense rules
supreme. These qualities are the result of temperament,
experience and training. There is no better school for the
perfection of common sense than the school of experience
and an educated young man who has specialized in practi-
cal commerce, stands the chance of being able to improve
himself in this direction, by passing through this most
efficient of schools.

Business Morality.

This factor of business morality, or business honesty,
plays no mean a partin contributing towards business suc-
cess. Straightforward methods pay inthe long run in every
walk of life; so they do in business. If a manufacturer or
merchant acquires a reputation for sharp practice, his busi-
ness declines in proportion. Once a bad name is made—it
is g0 easy to do so in these competitive days,—no effort at
making amends, will avail. The modern merchant or manau-
facturer comes in touch with his compatriots of the most
distant countries and his reputation for honesty, or other-
wise, travels to these far off lands, and forms a serious
factor which makes or mars the foreign +trade of his
country. The British business man has established a high
reputation for clean methods all over the world, with the
result that Great Britain commands to-day the largest
foreign trade of any other civilised country. Every
patriotic Indian should see that hie country is second to
none in this regard. India with its infant industries
quickly growing into healthy manhood, naturally looks
forward to the day when its manufactures, particularly
those commanding special advantages, be in demand
al]l over the civilised world. It should therefore see
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that it firmly establishes a reputation for business mora-
lity which is second to none. One no doubt meets with
cases where the richest and the most successful men in
business are not exactly the models of virtue, still it
cannot be denied that rewards of straight-forward methods
are not only sweeter but more lasting. Apart from the
purely money making standpoint the plea for this all
important factor of business morality, may be maintained
and practised by every businessman on much higher

grounds.

Business Ability and Business Training.

We have already noticed that business ability de-
pends first on temperament and next on training. A
most favourable combination of these two factors in a
young aspirant to business-success is full of promise. The
necessity for a specialized education in Law, Medicine,
Engineering, etc., was recognised generations ago. Com-
merce in those days was not so full of technicalities and
complications as we find it to-day, and naturally the need
for a specialized training in commerce was not felt till a
comparatively recent date. The modern business world
wants an army of men trained and equipped in the secrets
of commercial practice, some of whom by reason of natural
aptitude are bound to rise to the highest rung of the
ladder, whereas the majority are equally necessary to fill
in positions perhaps more modest as far as emoluments go,
but of no less importance, forming as they do so many
links in the chain which makes up the industrial and
commercial efficiency of the nation. In old days a few
deals a year made up the business transactions of a mer-
chant with what was considered a tolerably large foreign
connection. The margin of profits was large beyond the
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dreams of our modern merchants during normal times.
No wonder our ancestors seem to have done admirably
without worrying over the most scientific methods of keep-
ing accounts and in blissful ignorance of the perplexing
problems of business and industrial organization which
are to-day taxing the energics of their successors. A few
books of accouuts on the primitive double entry system
of book-keeping, handed down from generation to genera-
tion, in almost the same condition as Lucas-de-burgo
found and left it in a treatise as early as 1495, answered
their purpose. In these days however of gigantic
company enterprises covering up hundreds of million
in capital, not to speak of the equally important private
firms and partnerships with world-wide commercial
interests, accountancy and organization have expanded with
a view to meet the demands made on them, with the result
that only those who have studied these branches with that
application and perseverance with which the study of the
other professions are pursued, can expect to be of substan-
tial assistance. What is more is, that the young man
destined for a commercial career must not lose time or
dissipate his efforts. He should concentrate his atten-
tion to the goal before him. This is very important
because, according to the most authoritative writers and
thinkers on practical commerce, the young business as-
pirant must enter into business at an earlyage, in order to
be able to form those traits of character such as tact,
faculty to distinguish between men and men, &c., which
no amcunt of school or college cducation would help to
build up. To Antwerp is due the credit of giving the
world its first College of Commerce in 1854 and to Lepzig
the world owes its first commercial University which was
established in 1898, England was rather slow to
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appreciate at first the importance of a specialized training
in commerce, but it had to eventually fall in the line. The
London Chamber of Commerce was perhaps the first to take
up this question seriously. It introduced and encourag-
ed the spread of commercial education throughout the
British Empire, by means of its Junior and Senior Exa-
minations covering up a large number of subjects embrac-
ing the various branches of study most essential to
business success. To-day the value of commercial training
is universally recognized, with the result that we have
faculties of commerce in the various British as well as
Indian Universities. Professions like that of Accountants,
Auditors, Secretaries, Actuaries, and Bankers have sprung
into prominence as a result of modern developments.
Thesge vocations are specialized by groups of experts who
have associated themselves into societies, the diplomas of
fellowship of which can only be acquired after answering
the most stringent requirements as to examinations,
apprenticeship and experience.

There are no doubt cases, where men through force of
exceptional natural ability have rigen to prominence in
spite of their defective education or want of it. The
student of commerce when confronted by that statement has
to remember two undeniable facts viz., (1) all men
destined for a commercial career, either by choice or force
of circumstances, are not born with exceptional natural
advantages, and (2) in these progressive days the circum-
stances under which these men worked and made a mark
for themselves in years gone by, are not likely to recur to
afford us similar facilities. With nations around us
specially trained and equipped for the various branches
of commerce on the principle of specialization, it is useless
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for any race to expect to make an appreciable head-
way without being equally armed. Have we not heard
it repeatedly lamented in India that the children of
some successful merchants proved so incompetent, that all
that they did after the death of their parents was to help
to destroy within a few years the magnificient fabric their
fathers had built up duriug the course of a strenuous life ?
That gift of nature which we have called business tempera-
ment, present in the parent, was found to be wanting
in the children. Could not amends have been made toa
certain extent, and continuity with more or less uniform
efficiency and snccess in business secured, through the
substitution of a sound business education plus the
assistance of a specially trained and experienced staff ?

Capital.

The last requisite though not the least is Capital. The
tendency of modern commerce ig towards amalgamation and
expansion of commercial enterprises into large business-
houses. This makes it increasingly difficult for men less
fortunate in this regard to start in business on their own
account. There are no doubt various courses open to
& man of ability and experience to make up for this lack
of capital, with which we shall deal later in chapters on
Partnership, Companies, Organization of credit &c , but it
cannot be denied that many a man who would otherwise have
blossomed into prominence, has been compelled to occupy a
subordinate position for the greater part of his life, if not all
throughout it, through want of sufficient capital. In order
to work any enterprise with success in these days of small
profits and quick returns on huge lines, the principals
should provide themselves with ample capital to be able to
cope with all possible requirements. In case of businesses
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that have grown gradually into large dimensions from
a small beginning, capital has also grown with it, but
where one contemplates the starting of an entirely new
enterprise, it is wise to sit down and make careful calcula-
tions in order to arrive at as accurate an estimate as
possible, as to the necessary capital, with a view not only
to be able to launch the concern with success, but also to
provide for that period in the life of every new enterprise
in the early stages of its career, when the profit and loss
account usually exhibits a debit balance, which by the
persevering efforts of a capable principal, is gradually
brought round to the credit side. The ability to mcet your
engagements punctually, so essential to the establishment
of business credit, can only be met with in enterprises
which are properly financed. The points to be noted
while estimating the approximate financial requirements
are, (1) the amount actually required for permanent con-
structive work and loss of interest on same during this
process, (2) the actual amount required for investment
in stock in trade as working capital, (3) the actual extent
of credit which has to be allowed to customers according
to the practice in that branch of business, (4) the extent
of credit likely to be allowed to the business by others,
though of course where cash discounts on liberal scales
are allowed for prompt payments, it is best to provide
sufficient capital in order to be able to take advantage of
the same.
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CHAPTER II
Combination in Business.

Partnerships, where and why necessary ?

In the last chapter we discussed in the form of a general
survey, the various requisites for business success. It is
rare to find a combination of all of them in one person,
Besides, there are other practical difficulties which make
difficult, if not actually impossible, the smooth running
of a concern without the combination of a number of pro-
prietors. We have noticed how a man who combines
business temperament and training may be handicapped
through the lack of capital. Here, a combination with a
financing partner, places him on the right road to the
benefit of both. Again, where the nature of the business
demands special concentration in more than one direction,
division of responsibility by a number of individuals for
the common good of all, tends to efticiency of work. This
combination is known as a ¢ Partnership ”’. Partnership
is defined by Section 239 of our Indian Contract Act,
1872, as :—

“ The relation which subsists between persons
who have agreed to combine their property, labour or
skill in some business, and to share the profits thereof
between them.”

This legal definition embraces in brief the object with
which people in business enter into partnerships. The
paramount object is to combine skill, labour or capital
and the success of the firm thus constituted depends mostly
on the nature of this combination and the care and judg-

ment with which selection is made. A number of indivi-
2
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duals possessed of the necessary skill and ready to devote
their time and labour, may combine with others possessed of
capital, who are prepared to invest in the proposed enter-
prise. It is no doubt true that these individuals, endowed
with the necessary skill and experience, may be able to
arrange for a loan, but a firm which deals entirely or
largely on borrowed capital, is at so great a disadvantage
in actual practice, that that course is seldom resorted to.
It may be argued with equal force that a person who com-
mands capital may avoid partnership by engaging the
services of trusted employees possessed of the necessary
skill and experience. This is no doubt frequently done
but it is easy to understand that the incentive to work
and labour to the best of one’s abilitiesin a concern, in
the profits and the future good will of which one has pro-
prietary interests, is one which cannot be substituted by
any other device known to mankind. In fact, this is afactor
which is said to place partnerships in a more advantageous
position compared to public companies, as we shall see
in a later chapter. It would thus be seen that it is a
great mistake for people to join as partners on the simple
ground that they possess capital and would like io be do-
ing something by way of business. Absence of combi-
nation with those with expecrience and training in some
form, would here spell disaster. This seems so self-evident
that it would hardly deserve mention in a work of this
character, were it not true that thissimple fact is frequent-
ly ignored.

The Essence of Partnership.

The essence of partnership is mutnal trust and mutual
confidence. One has to display great caution and judg-
ment in the selection of partners with regard to their inte-
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grity and honesty of purpose. In law every partner is
responsible to his last penny for the debts of a partner-
ship incurred in the regular course of its business and
hence the necessity for greater caution, lest the speculative
tendency or dishonesty of a partner may involve the firm
and the other partners in losses. However small the
share of a partner in the business, his liability remains
unlimited with regard to its debts to outside creditors.
This factor should never be lost sight of or ignored by
those who enter into a business partnership. The other
factor to be settled is the amount of capital each is to
provide and the share of profit each is entitled to draw.
This share need not depend on the proportion of the capital
contributed by each, for, a financing partner may bring
in capital which is much larger in amount compared to
that contributed by his experienced colleagmes and may
draw an equal or even a smaller share in the profits.
This difference in contribution towards the capital of the
firm is supposed to be made up by the experience
and knowledge of those who bring in a smaller
contribution. Frequently a partner who devotes more
or most of his time to the partnership business compared
to those of his collcagues, is allowed to draw a salary
over and above his share of profits. This salary, which
forms part of the establishment expenses of the firm, has
to be written off to thc debit of the profit and loss
account before arriving at the figure of divisible profits.
We thus arrive at the meaning of the expressions “active’
or ‘“working ”’ partners and * sleeping’ or ‘“financing”
partners. Those who take an active or working part in
the business are known by the designations first named,
whereas those who have invested their capital in the firm,
but do not take any active part in the working of the con-
cern, are known as sleeping dormant or financing partners.
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The Partnership Agreement.

Having selected the right men as partners in the
business, the next step is to see that a working agreement
is drawn out and signed by the partners. No well consti-
tuted partnership of modern times should be allowed to
exist for a day without going through this legal formality.
When people join hands as partners they are in the best
of spirits and frequently forget that this happy mood un-
fortunately does not prevail for ever in all cases. Un-
expected losses, or even unlooked for profits, are fre-
quently the signals for some misunderstanding which in
the absence of a written agreement may develop in an
cxpensive law suit. The sudden death of one of the
partners may also bring about an unpleasant situation
which could have been avoided if a well thought out and
properly drawn agrecment had been in existence. Diffe-
rences have also arisen when one or more of the partners
get into the habit of drawing out large amounts for their
personal expenses. The calculation of Good-will in case
of death or retirement of partners, has also frequently
resulted in heavy litigation. In order to provide for all
these unpleasant contingencies, a Partnership Agreement
is absolutely necessary. Of course in Law such an agree-
ment in writing need not exist and in the absence of the
same, the practice of the firm during its active years of
work is taken as a data, but as we have seen, the expense,
inconvenience and unnecessary unpleasantness may all be
avoided by this simple document.

The most important points that a Partnership Agree-
ment should provide for, may be summed up as follows:—

(1) The term or duration of the Partnership.
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(2) The actual amount of capital each partner under-
takes to bring in.

(3) The total amount that each is to be allowed to
draw out for personal use, monthly or
quarterly.

(4) The percentage of interest, if any, that has to
be allowed on each partner’s capital and
charged to each partner against his withdrawals
from the firm, before profits are ascertained.

(3) The actual apportionment of work, for which each
partner makes himself responsible to his

co-partners.

(6) The proportion in which the profits or losses are
to be divided among partners at agreed in-

tervals.

(7) The steps to be taken on dissolution, by death,
retirement or otherwise as to the calculation of
Good-will and Capital and the method by which
such a share has to be paid out.

(8) The arbitration clause providing for certain
disputes and differences between partnersto be
settled by a reference to arbitration.

In the absence of an express agreement to the contrary,
the following rules laid down in sec. 253 of the Indian
Contract Act 1872 would apply on the various points
dealt with above.

Rules as tothe dutiesand powers of partners that would
apply in the absence of any contract to the contrary, as laid
down in S. 253 of the Indian Contract Act;—
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(1) All partners are joint owners of all property

(2)

(3)

(4)

(6)
(M)

originally brought into the partnershipstock, or
bought with meney belonging to the partner-
ship or acquired for purposes of the partnership
business. All such property is called partner-
ship property. The share of each partner in the
partnership property is the value of his ori-
ginal contribution, increased or diminished by
his share of profit or loss:

All partners are entitled to share equally in the
profits of the partnership business, and must
contribute equally towards the losses sustained
by the partnership :

Bach partner has a right to take part in the
management of the partnership business :

Bach partner is bound to attend diligently to
the business of the partnership and is not
entitled to any remuneration for acting in
such business :

When differences arise as to ordinary matters
connecled with the partnership business, the
decision shall be according to the opinion of
the majority of the partners; but no change
in the nature of the business of the partner-
ship can be made, except with the consent of
all the partners:

No person can introduce a new partner into a
firm without the consent of all the partners:

If from any cause whatsoever, any member of a
partnership ceases to be so, the partnership is
dissolved as between all the other members :
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(8) Unless the partnership has been entered into for
a fixed term, any partner may retire from it
at any time:

(9) Where a partnership has been entered into for a
fixed term, no partner can, during such term,
retire, except with the consent of all the
partners, nor can he be expelled by his part-
ners for any cause whatever, except by order
of the Court:

(10) Partnerships, whether entered into for a fixed
term or not, are dissolved by the death of any
partner.

Good-will :—

It will not be out of place to devote some space to the
treatment of this most important item which frequently
forms one of the most valuable assests of a business con-
cern. Good-will is the value attached to the established
reputation and connection of a firm. ‘““The possibility
that the old customers will resort to the old place.”
( Lord Eldon in Cruttwell v. Lye 17 Ves. 335) In the
words of Warrington J., ‘“The Good-will of a business is the
advantage, whatever it may be, which a person gets by con-
tinuing to carry on, and by being entitled to represent to
the outside world, that he is carrying on a business which
has been carried on for some time previously.”

Thus Good-will is an asset which owes its very existence
to the efforts of the proprietors or managers of the concern
to which it is attached, and thus it is but fair that in case
where the concern ig run through the co-operation of part-
ners, it should be, as it is, considered as a common asset
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of partnership, which must be taken into account when com-
puting the share of the Capital of an outgoing partner.
The difficulty however arises in the computation of the
actual value of this most fickle of assets. I call it fickle
in the sense that it constantly fluctuates with the increased
prosperity or otherwise of the concern. Besides, there
are so many circumstances that are to be considered before
anything like a correct computation can be made; the more
so because the circumstances considered to be of value and
importance in some particular cases may be, if applied to a
different class of business considered to be trivial. Under
these circumstances unless proper provision is made in the
partnership agreement indicating the lines on which the
Good-will of the firm on dissolution is to be calculated,
expensive litigation or perhaps worse, a public sale of good-
~ will by an auction would result. Of course there is no-
thing to prevent partners from expressly laying down that
in case of death or retirement the Good-will is to belong
entirely to the continuing partners. The usual provision
is that it should either be computed through arbitration or
on the basis of the average profits of a certain number of
years. It is also usual to lay down in such cases a con-
dition to the effect that in case of the sale of Good-will to
outsiders on dissolution, the surviving partners who are
not purchasers, will not compete with the old firm
within reasonable limits or use the old name. This is
all that need be said here on the question of Good-will.
The author’s book on Higher Accounting and Mercantile
Law embraces further details to which the reader who is

interested from the accounting or legal standpoint may
refer.
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The Arbitration Clause :-—

Partnership agreements usually contain a clause by which
it is laid down that all or any dispute between partners are
to be referred to the arbitration of some person named, or to
be selected hereafter, or to some one holding a particular
office or position, as the President of the Indian Mecrchants’
Chamber and Bureau. This minimises the chances of partners
indulging in unnccessary litigation. Such a clause is legal
and binding under exception No. 1 to sec. 28 of the Indian
Contract Act 1872, aslongasit does not deprive any partner
of his right to appeal to a Civil Court and any stipulation
that restricts such a right to appeal, would be to that extent
void and unenforceable.

Shares and Rights of Partners:—

We have noticed that as far as the law is concerned, all
partuers are entitled to share eqally and to take an active
and controlling part in the working of the firm. This is
of course subject to agreements to the contrary, and such
agreements to the contrary are not the exceptions, but al-
most the rule. We have noticed that in actual practice
all the partners do not devote equal time, labour, or
capital, to the partnership business, nor are
they generally possessed of a uniform standard of
efficiency and expericnce. It is therefore usual to fix the
shares of profits on counsiderations of ability, actual time
employed and the actual share in the capital. On the
question of control and direction also, a well organized
firm ought to lay down fixed rules as to the powers and the
scope of work of each partner by mutual agreement, to
which all should strictly adhere. To those of the partncrs
who possess expert knowledge or experience in the busi-

ness of the firm, should be assigned the right of manage-
3 - -
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ment of the various departments of purchase and sale, where-
as, the financing partners should control the finance in con-
sultation with their managing colleagues. This control of
finance also requires considerable care, caution and expe-
rience, and therefore, if the financing partner is not possessed
of these, he should in his own interest engage the services of
a trusted assistant of ripe experience, or should allow him-
self to be guided by his more experienced colleagues.

Dissolution of Partnership.

With regard to dissolution, it has been laid down that
in the following cases a suit may be brought by one or
more of the partners to dissolve the partnership and if
one or more of the following circumstances are proved
to exist to the satisfaction of the Court, the Court may order
the dissolution :—

(1) When a partner becomes of unsound mind :

(2) When a partner, other than the partner suing,
has been adjudicated an insolvent under any
law relating to insolvent debtors :

(3) When a partner, other than the partner suing,
has done any act by which the whole interest
of such partner is legally transferred to a
third person :

{4) When a partner becomes incapable of perform-
ing his part of the partnership contract:

{5) When a partner, other than the partner suing
is guilty of gross misconduct in the affairs of
the partnership or towards his partners:

{6) When the business of the partnership can only
be carried on at a loss.
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“Accounts on Dissolution.

It may be stated in conclusion that on a dissolution,
when accounts are taken, as between partners, the follow-
ing rules are to be observed :—

(a) Losses, including losses and deficiencies of
capital, shall be paid first out of profits, next out of capital,
and lastly, if necessary, by the partners individually in the
proportion in which they were entitled to share profits :

(0) The assets of the firm including the sums, if
any, contributed by the partners to make up losses or
deficiencies of capital, shall be applied in the following
manner and order :

(1) In paying the debts and liabilities of the firm
to persons who are not partners therein :

(2) In paying to each partner rateably what is due
from the firm to him for advances as disting-
uished from capital :

(3) In paying to each partner rateably what is due
from the firm to him in respect of capital :

(4) The ultimate residue, if any, is to be divided
among the partners in the proportion in which
profits are divisible.

It may be added here that a suit for an account on dis-
solution of partnership is to be brought within three years
of the date of dissolution.

It may be further noticed that each and every partner
has a right, on dissolution, to insist on a sale of the part-
nership assets. No partner, in the absence of an agree-
ment to that effect, can claim to have his own share, or
that of his partner, valued by a valuer, or divided
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in specie. Besides, the right of winding up the affairs of
a partnership on dissolution is a personal right, belonging
to each of the members of the firm, which cannot be taken
out of the hands of other partners by the personal repre-
sentatives or trustees of a deceased or bankrupt partner.
The general rule with regard to the above is stated thus: —
“On the dissolution of the partnership, all the preperty
belonging to the partnership shall be sold, and the pro-
ceeds of the sale, after discharging all the partnership debts
and liabilities, shall be divided among the partners ac-
cording to their respective shares in the capital.”

Joint Stock Companies-

The other most popular form of combination which
has helped the modern industries a good deal in ex-
pansion, and promises to continue to develop in un-
dreamt of proportions, takes the form of joint stock
companies.

The actual process of incorporation, working and
office organization of such institutions are dealt with at
length in their proper sequence in course of the subsequent
chapters, but for the purpose of this chapter we shall confine
ourselves to a general survey as to the services rendered
by these institutions to the business world and the points
of interest as to their foundation and constitution.

Companies are formed either with a view to take over
the business of some old firm with a view to extend and
work the same on joint stock principles or an entirely new
concern may be sought to be brought into existence
through the medium of this form of incorporation.

The advent of these institutions on the scene has
brought into existence gigantic enterprises with capital of
millions of pounds, acapital far beyond the powers of a single
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individual even in these days of multi-millionaires. The
largest of all these enterprisesis a syndicate which has just
been incorporated in England with a capital of one thousand
millions in pounds sterling with a view to finance the British
manufacturing industries. The most popular form is in-
corporation under the limited liability arrangement, which
enables investors even with small savings, to share the
fortunesof the largest enterprise inexistence, withno greater
risk than that of losing the face value of the shares. It also
encourages thrift and saving among the middle and pro-
fessional classes, who in them find a medium of profitable
investment, at the same time materially assisting in the
development and progress of the industries and commerce
of the nation. It has no doubt been argued with some
force, that these joint stock concerns could not be expected
to conduce to the same efficiency of work on the part of their
directors, or managers, as in the case of institutions owned
by private owners, who devote personal skill and labour; but
in the absence of better substitutes, joint stock enter-
prises are accepted as a sort of compromise in these days
when huge capitals are absolutely nccessary for certain
types of enterprises. To quote Mr. Hartley Withers from
his excellent book on *‘Stock and Shares’’, ¢ The needs of
commerce have compelled the creation of a machinery
which works with a good deal of jarring and plenty of loss
and failure in individual cases, but well enough on the
whole, though its most striking successes are still won in
the fields which Smith and M’Culloch marked out as
specially favourable to its efforts.”” It may be mentioned
that their special fields according to the two gentlemen
just named are enterprises ‘ where businesses may be con-
ducted according to a nearly uniform system—such as
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dock, canal, railway, insurance, and banking companies.’”
To these may be added mining, manufacturing, hydrolic
power, gas and electric lighting companies. There are, how-
ever, enterprises, where personal attention to details and
anxious care on the part of those in charge are necessary,
e. 9., purely trading firms. Here the joint stock company
arrangement, pure and simple, does not stand equal
chance of success as compared to a well managed and
amply financed partnership. Some partnerships fre-
quently don the garb of joint stock companies with a
view to take advantage of the limited liability principle,
but as the whole of the capital is practically held by pro-
prietors who are the working genius of the concern, the
distinction is but in name if viewed from the organization
standpoint.

Control of Joint Stock Enterprises.

Joint stock companies are technically supposed to be
controlled by a Board of Directors, who are again supposed
to be selected and elected by the shareholders. The direc-
tors technically stand on the footing of a board or a com-
mittee of management and are primarily responsible for
the working results. A jointstock company is an inani-
mate body. The legal phraseology defines it as ‘‘an arti-
ficial person, created by law with a perpetual succession
and a common seal.” It can therefore enter into
contracts and deal with the outside world only through duly
authorised agents. These agents, besides the directors, are
the secretary or the manager. The manager is also occa-
sionally designated the ‘‘Agent’’ in some companies. I
have advisedly used the word ““ supposed”” while speaking
of the control and selection of directors. In theory the
board is no doubt nominated by the shareholders, but in
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actual practice it is often self-constituted. Perhaps worse,
the members owe theiroffice to the patronage of some oblig-
ing friends, who have been taking an active part in the
company’s promotion and who expect to hold the leading
strings in the garb of the Secretary and Agent, a form of
promotion so familiar to us in India. The interests of these
Secretaries and Agents being frequently in direct conflict
with those of the enterprise on the destinies of which they
undertake to preside, the best working results can hardly
be expected.

Great Britain does not seem to be better off in thie
regard. In the words of Mr. Hartley Withers in his work
from which we have already quoted, “In actual practice,
the notion thatthe Board isa committee chosen by the share-
holders to supervise the conduct of the business in their
interests, is found to be a delusion. The Board forms itself,
or is formed by a promoter, before the company asks the
public for subscription, and remains in office subject to
a purely formal confirmation by the shareholders; when a
vacancy occurs the Board chooses for itself a new member,
and his appointment is, as a matter of ceremony, confirmed
by the proprietors. The officers are chosen by the Board, or
by one another, and joint stock companies are thus governed
by practically a self-elected oligarchy, which is liable, in
extreme cases of mismanagement or misfortune, to be turned
out by a revolt among the proprietors. As a general rule,
the shareholder is merely a necessary appendage who pro-
vides the capital, takes his dividends when he can get them,
and has even less voice in the management of the company
than the average elector hag, in the conductof the Foreign
Office.” ““As a rule, a shareholder isa sleeping partner, who
occasionally stirs in his sleep and delivers himself of more
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or less relevant utterances at meetings.”” This picture so
ably sketched, can as well be passed off as an accurate re-
presentation of the state of affairs in India. The only altera-
tion that need be suggested is the substitution of the firm
of Secretaries and Agents in place of the Board. The
oligarchy in actual power that rules the destinies of alarge
number of joint stock companies in India, in the name of
both its shareholders and directors, is made up of the
members of the firm of Secretaries and Agents. The direc-
tors in a good number of cases, are mere figureheads whereas
most of the usual powers of control and management are
vested, as per the articles, in the all powerful Secre-
taries and Agents. It iz not the least intention of the
author to lose sight of the valuable services rendered by
certain firms of Secretaries and Agents in India, both
Indian and European, to the cause of industries, particular-
ly the staple industry of this country eiz., the textile
industry. In England as well, inthe early daysof company
enterprise, considerable service in the work of stimulating
the formation of joint stock companies, was rendered by a
olass of businessmen who gradually came to be called
‘““company promoters,” which expression finally received
gtatutory recognition. Gradually as the company enter-
prise began to acquire a firm footing, some disclosuresas to
large profits made by the promoters, coupled with a few
cases of colossal frauds by some of them, brought about
a sort of reaction, and the company promoter began to be
looked at with suspicion and disgust. There is stilla large
class of honest promoters who, it is acknowledged, still render
excellent service to the cause of company promotion. The
unsatisfactory state of control exercised by the sharehold-
ers, as depicted by Mr. Hartley Withers, may be taken as the
inalienable appendages to the system of combination for
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the working of an enterprise on joint stock company prin-
ciples; for, whether a company is founded by a sct of
promoters who ultimately step into the office of the directors
on the board, or by a firm of secretaries, or agents who
select a board to suit their convenience, on which some of
the members of the said firm hold office ex-officio, the
attendant evils complained of by Mr. Hartley Withers
cannot entirely be got rid of.

The Secretaries and Agents in India.

The practice most prevalent in India, particularly
in connection with cotton and jute mill companies is, that
a firm of some outstanding reputation, which is gencrally
an ordinary partnership, comes forward with a project which
it wishes the public to be interested in, by buying up
shares in the company which this firm proposes to promote.
We shall take it that the project aims at the establishment
of an entirely new business. The board of directors is
selected by these promoters. The preliminary agreements,
subject to confirmation after the incorporation of the com-
pany, as to the purchase of various assets, engagcment of
permanent officers, &c., are entered into by this firm of
promoters. The articles of association, as well as the
memorandum, are drawn out by a lawyer selected by the
promoters, in which the powers to be exercised by this firm
of promoters in their capacityof secretaries and agentsofthe
cempany for over a term of years,are defined. The voting
capacity of the shareholder, the most potent instrument of
offence or defence, isalso laid down. One has to look
to this clause to ascertain how keen the edge of this
weapon happens to be. If in some cases it is found to be
blunt and rusted e. g., the jugglery similar to the giving of

one vote for every hundred shares, which left the voting
4
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power almost exclusively in the hands of the promoters and
directors, as was disclosed in a recent case of bank failure, is
practised, the fault lies with the system under which the
initial work has to be left in the hands of interested founders,
for whichthe woeful neglect of his own interests on the part
of the average shareholder is hardly the remedy. The articles
generally provide for a monthly or a yearly allowance to
be paid to the agents for office expenses besides a ‘‘ com-
mission’’. The commission is reckoned in the case of old
agencies on the output or sale, or on the net profits made
by the company. These firms of Secretaries and Agents
originated in India with the advent of cotton mills. A
good proportion of the shares of these cotton spinning and
weaving companies were taken up by these merchant pro-
moters. The excellent idea of getting their own firms
named as *‘ Secretaries and Agents’’ of the companies they
promoted, naturally appeared to them as the wmost lucra-
tive. Perhaps in the initial stage of the textile industry
of thig country, when the founders had to cope with diffi-
culties almost unsurmountable, through the inefficiency
of indigenous labour, unused to machine work, the system
was considered a practical necessity. We cannot but
admire the pluck and enterprise of the early Parsi found-
ers of cotton mills in India viz., Messrs. Cawasji N. Davar
and M. F. Panday, followed by a string of magnets like
the Petits, the Sassoons, the Tatas, etc. An amount of
spade work had to be done which made the nursing care
of a firm of Secretaries and Agents, having a very large
stake in the capital and fortunes of the enterprise, most
desirable. The cotton industry after passing through
periods of alternating prosperity and vicissitude has
ultimately developed to proportions unthought of. It would
not be therefore out of place now to see that at least some
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textile mill companies are promoted and run under an inde-
pendent Board of Directors and a paid whole time manag-
er. A firm of Secretaries and Agents in these days seemsan
unnecessary burden and tends to restrict the free exercise
of the voice of the shareholders in the management and
organization of an enterprise in which their savings are
staked. Of course even the eventual disappearance of the
hereditary Secretary and Agent will not remove all the
disabilities and defects complained of, but it would at least
lead to improvements in more than one direction. Our
first class banking companies are run with independent
boards and full time managers with great success. There
is no reason why a similar experiment should not
prove a success in case of cotton mills. An unlimited
field for our first class firms of Agents will still be open in
a country like India with vast unexploited resources..
We should do very well indeed with a much larger
number of mining, railway, shipping, canal and building
companies. These can be taken in hand by promoters
commanding public trust and confidence as the famous
firm of Messrs. Tata Sons & Co., is doing, and thus help us:
to produce and multiply the wealth of India.

The legal position of these firms of Secretaries and:
Agents is, as the designation itself implies, that of ser-
vants and agents, who are entrusted with the management
andsupervision of the company with powers as defined in the:
articles of association of the companies concerned. They
carry on the business of the company, sign all letters,
bills, cheques and documents on its behalf except where,
as in certain cases, they have to sign jointly with one
or more directors, or where they have to act after con-
sulting the board.
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Constitution of the Board.

The successful organization and the control of joint
stock companies largely depend on the constitution of
its board of directors and more care and judgment is re-
quired here than is frequently displayed. The temptation
to include gentlemen of title with very little business
experience or training, seems to have proved all powerful
in the past, with results disastrous from the point of view
both of the shareholders as’ well as the directors. The
recent banking crisis through which we had to emerge
with considerable loss, both material and moral, forcibly
illustrated the strength of this contention. Many well
meaning and honest men of reputation and standing in
public life, who were induced to join the boards of these
companies, were simply led by the nose by dishonest
managers through sheer lack of all knowledge of even the
most clementary principles of banking business, which
nearly encompassed their ruin. The subsequent dizclosures
in courts of law exhibited to public gaze amazing ignorance
on the part of the directors, who presented a sight which
was very pathetic. To avoid such disasters, the pro-
per course as is now increasingly acknowledged all the
world over, is to select men of business experience who are
likely to substantially contribute towards the successful
management of the enterprise. For this purpose it is best to
mobilise the best business talents of the country, paying
them substantial remuneration and insisting on their tak-
ing a genuine interest, devoting sufficient time and labour
on the work entrusted to them. Co-operation of such a
‘board of experts, with that of a capable manager and the
staff, is bound to produce the best possible results.
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Co-operative Societies.

We have dealt with this branch of combination in the
chapter on Industrial Organization and Efficicncy at some
length and therefore comments here are deferred.

CHAPTER III.
Office Organization of Trading Firms,

Wholesale Business.

Having dealt with the most necessary preliminaries we
shall now proceed to deal with the organization of the various
departments of a partnership business. We shall for our
present purpose imagine that a firm is carrying on whole-
sale business and that it is divided into four departments
viz., Cotton Department, Coal Department, Wool Depart-
ment and Crockery Department.

The Cash Department:—We shall first of all see
how the finance of the concern i.e., the Cash Depart-
ment is organised. There is a head cashier and he is
assisted by a number of junior cashiers or assistants. The
head cashier keeps the General Cash Book which has sepa-
rate columns for ¢ bank,”” “ cash’’ and “‘ discount.”” The
head cashier is supplied with printed receipts bound in
book-form, with perforated counterfoils, which are also
consecutively numbered, and instructed to acknowledge all
cash received on these receipts. On every invoice as well as
debit note sent out by the firm, intimation is printed in
red letters to the effect that all receipts not acknowledged
on the firm’s printed forms will be deemed worthless.
‘When the head cashier receives cash, he has to fill in one
of the receipt forms-froms in the receipt-book, filling in the
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original and the counterfoil coupon at the same time. He
signs the original receipt, initials the counterfoil, which
remains with him, and hands over the original receipt to
the customer. If the cashier is not empowered to sign
the receipts, he gets the same signed by the departmental
manager concerned. He then proceeds to enter the amount
in the cash book on the debit side, placing the number
of the counterfoil in the * voucher number column’—a
special column to be found on both sides of the cash book—
in the same line with the amount received.

With regard to payments, the best rule followed is to
make all payments by cheques, crossed wherever possible,
whereas, only in case of emergency, or absolute necessity,
the payment is to be made in cash. The cheques are all
filled in by the head cashier, or his assistants, and then
presented to be signed by the head of the department
concerned. A receipt from the payee for the amount paid
has to be obtained and in case of payments over Rs. 20, the
same has to be stamped. These receipts are then pasted
in a book called the  voucher guard book.” They are
then consecutively numbered in the proper order, the
number being placed on these vouchers either in red ink or
in blue pencil, which numbers are then recorded in the
“¢ voucher number column *’ in the cash book on the credit
side in the same line as the amount of payment. It will
thus be noticed that there is a proper voucher for each of
the receipts and payments. The cashier never makes a
payment unless the bill or invoice against which the pay-
ment is to be made is duly certified by the managing
partner concerned. Thus a thorough check is maintained
on all payments coming in and going out. The auditors
of the firm will thus be able to easily check the receipt~
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book counterfoil with the amounts and details as entered
on the cash book debit side and then verify if they are
properly posted in the ledger. With regard to payments,
the auditors will be in a position to check them with the
counterfoils of the cheque books, as well as with the
‘““voucher guard book ’, where the ‘‘ receipt voucher’
from each of the payees is carefully pasted in their
numerical order. The cheque book counterfoils are also
checked by the auditors with the bank pass book to see
whether the payments were actually made by the bank.

Petty Cash :—Petty expenses such as postage, cartage,
cooly hire, packing, stationery, etc., are sometimes too
numerous to engage the attention of the head cashier and
it is often arranged in large concerns of the type we are
dealing with, to allocate to a particular clerk the duty of
acting as a petty cashier and the petty cash is kept on,
what is known in book-keeping, as the ‘‘ Imprest System
of Petty Cash’’, under which the head cashier advances a
sum at a round figure, say £ 20, to the petty cashier by
drawing a cheque in favour of the petty cashier. The
petty cashier cashes the cheque, makes all the petty dis-
bursements, for which wherever possible he obtains
receipts, and at the end of the week presents his account
to the head cashier. We will suppose that his detailed
expenditure in the week amounted to £ 15-10-0, for which
he accounts to the head cashier as paid for telegrams £ 10,
cartage £5 and postage 10s. The head cashier passes
an entry in the Cash Book on the credit side according to
the ordinary rules of book-keeping, debiting these heads
of accounts and hands over to the petty cashier a further
cheque for £ 15-10-0 i.e., the actual amount the petty
cashier has accounted for, thus replenishing the petty cagh
in order to make it up to the original figure of £ 20.
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Credit Information and Collection of Accounts :—

The object of this branch of work is to arrange a system
by which the most accurate information could be obtained,
filed and kept up-to-date, as to the credit and standing
of parties who deal, or are likely to deal with us. In old-
fashioned business offices, including banks, this branch
of work is left to the cashier. The second branch of work
indicated by the heading viz., the collection of accounts,
is also more -or less left in charge of this generally
overworked official. Perfection and accuracy can hardly
be expected under the circumstances. The trained business
manager should never allow this state of affairs to continue.
Large amounts are often written off yearly by business houses
as bad debts that could have been saved through the effi-
cient handling of credit information work and a proper
system of collection of accounts. Every firm of any
magnitude or importance should maintain a department
such as the ““intelligence and collection department,”” the
principal work of which is to collect and file information
as to the standing and credit of both the wholesale and
retail firms with which credit business is done. For this
purpose, in small concerns, a book called the * Opinion
Book ’’ is maintained with an alphabetical index on the first
few pages. Oneor two pages of thisbookare devoted to each
name, which is indexed and the details collected are writ-
ten out on the pages assigned to each. The information is
dated and kept up-to-date by insertion of new reports
from time to time. The general practice is to revise
these reports at least once a year. The information
collected may be generally placed under some or all of
the following headings :—

Firm’s Name.
Partners.



OFFICE ORGANIZATION OF TRADING FIRMS. 33

Financial standing of each.
Do they hold landed properties, if so of what value ?

Are they encumbered ; if so up to what extent ?

What is the value of the stock-in-trade generally main-
tained by the firm?

What is the yearly turnover?

What is the reputation of each partner individually
and the firm collectively as to honesty and resources;
whether he is speculative or sober in his dealings ?

What is the amount they are good for and for what
time ?

Are they competent and experienced ?

When the credit customers are numerous, beyond the
scope of a single, or a number of opinion books, the in-
formation reports may be kept in folders, filed as per the
vertical system of filing, with either an alphabetical or
numerical card index. This method of filing is dealt with
in a separate chapter.

In case of joint-stock companies, the information
required is collected from the balance sheets and pub-
lished accounts as well as from bankers and the bazaar
merchants. Character element plays an important part
in this type of concerns, though of course the same by no
means should be ignored in case of private firms. Are
we not frequently meeting with instances, where the
balance sheets periodically proclaim concerns that are
rotten to the core, as being financially sound? The head of
the credit intelligence department should never allow him-
self to be guided entirely by these statements, but should

work hard to find out all the secrets as to the inner work-
5
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ing of these concerns and for that purpose should keep
himself closely in touch with the market gossip, each
time trying to test the strength and truth of each story
that the daily excitement of a busy market brings out by
way of relaxation. A firm or company, whose directors
are inclined to be speculative, are to be watched with
great care and anxiety in spite of its prosperity and
capital.

In case of concerns situated outside the district, in-
formation may be collected through business friends
situated in the same locality, or through bankers who
generally maintain branches or agencies in all principal
towns. In Burope and America ‘“Information Agencies”
are conducted either under the auspices of local Chambers
of Commerce, trade associations, or by private individuals.
These agencies undertake to furnish confidential infor-
mation as to the standing and credit of firms situated
within a certain radius for a small charge. There is no
reason why such agencies should not be started and deve-
loped in the principal towns of India, cither by our
Indian Merchants’ Chambers, or by men of established stan-
ding and reputation.

The Intelligence and Collection Department should
undertake the work of collecting accounts. The Accounts
Department should from time to time send out returns of
balances due from customers, together with the duration
for which the accounts are left unpaid, to the credit infor-
mation and collection department, whose duty it is to see
that the same are collected without undue delay. Being
in close touch with the latest information as to the fluctu-
ations in the credit and the standing of each of these firms,
this department is in the best position to judge where a
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polite reminder and where a more vigorous demand is
necessary to bring about the desired effect. Asa rule the
department should begin with a polite reminder, which
may be followed by one or more similar letters as the
knowledge as to the standing of the firm addressed may
dictate. Finally a more emphatic demand may be resorted
to. The different forms of letters used under the circum-

stances are given in the chapters dealing with correspon-
dence.

In case of firms who sell to a very large number of
customers on the instalment plan, articles such as pianoes,
sewing-machines, furniture &c., the best plan is to keep
the accounts on separate cards, on which are recorded the
consecutive numbers of the contracts concerned, together
with particulars regarding the conditions of sale, which
are also entered in detail in a special contract-book kept
for the purpose. The contract itself may be filed and
indexed. Kach card bears the consecutive number assign-
ed to the contract of that particular customer, the
total amount due on the contract, the amount of instalment
payable and the due date of payments of such instalments.
As each instalment is paid, the same is entered to the credit
gide of the customer’s card and the balance due is shown
in a separate ‘‘balance” column. If the arrangement
includes the payment of interest in case of delay, a column
is maintained for that item also. At the end of every
month a return of the total receipts by way of instalments
is made out for the General Ledger-keeper who passes the
entry for receipts under the heading of each department
viz., Piano Department &ec.

The instalment ledger card should be in the following
form:—
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No.
Name.
Address.

Occupation.
Amount of contract Rs. Date of contract.
Date of instalment collection.

Date. Principal. Interest. Balance. Remarks.

When these instalments are collected through bill-
clerks or bill-collectors, the best plan is to furnish them
with receipt-books containing reccipt forms which are
counterfoiled. On these the actual amount received by
them is written signed and handed to the customer. A note
of the same is also made on the counterfoil. If possible, the
payee’s initial on the counterfoil ought also to be obtain-
ed. Thus the collection when accounted for by the bill-
collector may be checked with the counterfoils.

In case of remittances sent either direct or through
the post, entries may be made straight off in the ledger-
cards.

Purchasing Department.

The organization of this department is of vital im-
portance as to the degree of success with which the business
can be managed, whether wholesale or retail. The head”
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of this department should keep himself in close touch with
dealers and manufacturers from whom he purchases. A
regular list of these ought to be maintained, which may be
added to, and the latest catalogues and price-lists should be
regularly collected and properly filed within easy reach.
The names of these dealers and manufacturers should be
grouped in proper order under the designation of the
articles obtainable through them. The catalogues are
kept together in a library order and filed on cither the
alphabetic or. numerical order and carefully indexed.
Over and above the regular catalogues and price-lists sup-
plied by these dealers and manufacturers, the firm receives
from time to time what are known as “ special quotations ™
which ought either tobe filed, or indexed separately, or when
they are not numerous, they may be filed along with the
regular catalogues.

To certain officials and clerks is assigned the duty of
reporting to thehead as to what class of goods are *“ low” in
stock, as per the margin laid down, on whose report the
head takes action in time so as to avoid loss and inconveni-
ence arising through any of the articles getting out of stock.
A well-organized business should never be short of stock
and all the time and trouble devoted to this branch of
organization is bound to amply repay in its results. During
whatis known as the ‘“‘season,’” the articles which arc likely
to be in the greatest demand should be adequately stocked,
otherwise the stock is likely to run short at the very time
when there is a possibility of effecting the largest sale.
Even worse, a late order may bring in the goods too late
for the season, thus involving the firm in greater loss, both
through the loss of opportunity for sale and the burden
~of carrying over a heavy stock to the next season, by which
time it might get out of fashion.
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Every department of the firm sends out its
orders on regular printed ‘Order Forms’ of the firm.
These ‘‘ Order Forms’ are printed and bound in book-
form consecutively numbered and duplicated. The
Manager of the particular department whenhe fills up the
¢ Order Form > takes a carbon duplicate which he keeps
with him in the book itself. The original ¢ Order Form ”’
is filled in and signed by the Manager. Very often the
firm sends out orders for purchases on account of contracts
that the firm has entered into, in which case the order al-
ways refers to the purchase-contract on which the same is
based. When the goods come in, in response to these
orders, the invoices of the goods are to be carefully check-
ed by one of the clerks of the department to whom the
work is allocated. The first thing to be checked in the
invoice is the quantity ordered with the quantity supplied,
for which the clerk bhas to refer to the carbon duplicate in
the Order Book. He has also to see whether the goods
supplied are of the same quality as stated in the order.
He has then to see if the price is correctly charged. For
that purpose he should see if any price is indicated on
the ““ Order Duplicates.”” Where the purchase is made on
account of a purchase-contract by the firm, the clerk has
to refer to the original contract. All the calculations in
the invoice itself should also be carefully checked. Mis-
takes are frequently made in ordinary mathematical calcula-
tions to the detriment of the firm to whom the invoices
are sent out. Thus the time and trouble devoted to these
minute details are amply rewarded. These invoices are
then sent on to the counting-house or the accounts depart-
ment where they are entered in the ¢ purchase-journal.”
The purchase—journal is ruled as under :—



OFFICE ORGANIZATION OF TRADING FIRMS. 39

Date, | Amount. | L.F. |invoice,| Cotton. Coal. Wool, |Crockery. | Expenses,

The student here notices a number of columns, each
for a separate department of the firm together with
the amount column which indicates the total amount of
purchases made from the firm whose name is found entered
in the column headed *‘invoice”. The invoice is practi-
cally speaking analysed and a one line entry is made in
the purchase—journal stating the particulars of the invoice
in the invoice column viz., the name of the purchaser, the
amount of actual goods purchased for each of the depart-
ments being entered in each of the separate columns re-
gerved for each of these departments, and the total expenses
being entered in the expenses column. This method of
maintaining separate columns for each department gives
us separately, the total monthly purchases of each of the
departments. The expenditure column gives us the total
expenditure on purchases. It also facilitates the posting
of the ledger. What is done here is that each of the firms
from whom the goods were purchased as per invoice
column, is credited in the ledger separately for the +total
amount of purchases as per the amount column, and at the
end of the month, totals are taken of the cloth, coal, wool
and crockery and the expenses columns and the accounts
are debited for the totals of the respective columns of the
total, thus making a complete double entry.

Sales Department.
' In the case of the Sales Department, care has to be
taken to see that the department is left in charge of those who
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are experts in the line and know how and where the goods
dealt with by their firm can be sold to the best advantage.
A number of salesmen are employed even in the case of
wholesale business to go round and secure orders. The
men should be imbued with enthusiasm in their work and
should know the articles they are attempting to push in
all their details including both their strong and weak
points, in comparision to those of competing business-
houses. In the case of an entirely new business, a prolonged
selling and advertising campaign has to be maintained, for
which sufficient capital should be provided at the time of as-
sessing the actual financial requirements of the contemplated
undertaking. The technicalities of an advertising cam-
paign ought to be thoroughly mastered by the capable head
of the Sales-Department who should select and engage speci-
alists to assist him in carrying on this compaign either as
full time employees or on the basis of professional fees. Once
a capable head is sclected for the Sales-Department, the pro-
prictor or director should give him a fair chance to display
his talents and interfere as little as possible. In case of
wholesale dealers both in commodities such as tea, sugar &ec.,
which are articles of every day want and also in case of manu-
factured goods, nothing pays better than selling the same
through the agency of salesmen travelling from place to place
and establishing a direct connection with the retailers all
over the country. This branch of work of the Sales-Depart-
ment is woefully neglected in this country and sales of these
particular articles are left simply to chance, or to the slow
process of recommendations by business friends. There is an
unexplored field, full of potentialities in this direction, which
can be used by well organized firms of wholesale dealers
“through the help of enthusiastic salesmen, who are rewarded
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according to their working results. This is fully recognis-
ed by Buropean and American firms who take the full
advantage of their opportunities. An average Indian
merchant hardly realises to what extent his sales can
be multiplied by paying more attention to this branch of
organization. A good salesman is said to sell not only
what the customer thinks he wants, but like the advertiser
he creates wants where they did not exist and thus multiplies
the demand for the articles sold by his firm. In case
these articles are really good, this demand is likely to
be constant, and if the goods sold by a particular
firm are designated by a brand or mark, such a
brand will soon establish a lasting reputation. The
heads of the Indian cotton, wool and silk mills do not yet
seem to fully realise this. If they were to properly adver-
tise their goods, open up shops for the sale and exhibition of
their manufactures and try to push them with greater
vigour through travelling salesmen than they scem to be
doing at present, their sales can be multiplied in these
days of swadeshi sentiment, provided of course their manu-
factures are worthy of public patronage.

Returning to the salesmen, the head of the Sales-De-
partment should assign to them a particular district or
market for the exercise of the individual activities
of each. The most suitable men ought to be selected
for this work and the division should rest on the basis
of ability as compared to the requirements of a particular
district or market concerned. In case of travelling
salesmen the system, adopted by some of the British and
American firms known as the “‘map and tack system’” should
be maintained. Under this system each traveller is assigned
a ribbon and tack of a particular colour which is fixed over

the route he is assigned on every tour. When he reports
6
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on his having reached a particular town en-route, the tack
is removed from the area covered by the route he has
already travelled. Thus it could be ascertained at a
glance at the map as to how many salesmen are on tour and
as to their present appointments, location, etc. The travel-
ling salesman generally fills in a card indicating the names
of the firms on which he calls and a remark as to the result.
This card is placed in an envelope and sent to the manager
of the Sales Department, who records the same after sending
the traveller any instruction that may be necessary. When
the salesman returns, this card also forms a useful guide
for the discussion of the situation in the district travelled.
These are also useful for following up any enquiry or
promise, that may have been made to the salesman during
his visit by the firms visited, which is done by sending
them circular letters etc., on the subject, thereby eventu-
ally inducing them to become the firm’s customers.

Sales Record.

All well organized Sales Departments of modern
business maintain what is known as a statistical record of
daily or weekly sales. This is done with a view to
compare the sales fluctuations from month to month in
each department and also in each district where these
goods are sold. The sales as exhibited by this record
fluctuate during each month owing to various causes, and
the head of the Sales Department should keep himself in
touch with these fluctuations. During what is called a
season when particular goods are largely in demand, the
sales in that class of articles rise as compared to those of
other months. The records of a particular month during
the carrent year as compared to those of the same months
in the year preceding, will form an excellent guide as
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to whether the department is progressing satisfactorily.
If these records do not exhibit satisfactory results, the
management is in a position to investigate and take action
as the circumstances and experience may suggest. The
following sample-form will be a guide as to the form in
which these records are made out.

Sales for the month ending 31st January 1917.

Depart, Bombay. Central Madras. | Bengal. Total.

Provinces.
Crockery ...| 19000 10000 8000 7500 44500
Cotton Goods . 6000 2000 1000 3000 12000
Cutlery . 7591 6721 2115 2111 18538
Provisions ... 1126 659 858 200 2843

Sales by Consignments.

Besides the usual and ordinary sales against orders
actually received, cither direct or through travellers and
agents, sales are also effected through the medium of con-
signments sent on account of the seller. This is done
either witha view to introduce a particular brand or quality
in a new market, or to get rid of the extra stock for which
there does not seem to be a sufficiently encouraging local
demand. The consignor makes out what is called a pro-
formo invoice for the goods forwarded indicating the price
he expects and adds to the same the usual packing and
other expenses incurred on these goods. Frequently, by a
previous arrangement with the [consignee the consigner is
able to drawabill for a portion of the invoice amount by way
of advance. The consignee on sale makes out an account~
sale, showing the amount actually realised and deducts from
the same his expenses and commission. The balance after
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deducting the advance payment that may have been made,
is remitted by him as per arrangement. In this case the
venture is entirely on account of and atfthe risk of the owner
of the goods, the consignee here acting only as an agent
for sale. In case any loss is occasioned through the failure
of the buyer, that loss also falls on the consigner, unless
an extra commission over and above the usual percentage
is allowed, known as the del ¢redere commission.

Many manufacturers, unknown in foreign markets,
have resorted to this method of introducing, or ‘“forcing,”’
their goods on new markets and frequently shipments
have been sent to firms of auctioneers in foreign countries
with instructions to sell at the best price offered. Even
though these ventures result in losses, the loss is
written off as an item of advertisement If the quality of
the goods is good in comparision to those of other known
makes, this results in a demand which is nursed and con-
verted into permanent business.

BROKERS :— Brokers are engaged in wholesale
businesses to effect sales. Bach broker commands a sphere
of influence of his own and his services are valuable
in pushing the sales. The broker is in the first instance,
the agent for the seller, and when he finds a buyer, he also
acquires the status of being the buyer’s agent. After
effecting the sale, the broker makes out what arc known
as the ‘“Bought” and ¢ Sold” Notes, which are to
be identically worded and signed by the broker. The
‘“ Bought >’ Note is then forwarded to the buyer and the
““Bold”’ Note to the seller, which form binding contracts
on both the contracting parties.

As to the record and account keeping in the Sales De-
partment a system similar to that of the Purchase Depart-
ment is followed. Sales are made by the firm either for cash,
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or as is most generally the case, on contracts. Whenever
an orderisreceived whichis based ona contract, the depart-
mental manager concerned has first of all to note as to what
contract it refers. He then attaches his private * Memo
to the order, indicating the price whichis to be charged
and whether credit is to be allowed. He hasalso to state
if any deductions by way of discount etc., are to be
allowed. The order is then passed round to the depart-
ment to which it refers and as soon as the goods are ready
for despatch, or are despatched, the invoice is made out
and initialled by a responsible clerk and is then checked
and initialled by another clerk. The invoice is then press-
copied in a special book kept for the purpose and sent out
as per instructionson the ¢ Memo’’ that was attached by the
general manager to the original order. An entry is now
made in the‘‘Sales-Journal”’which is ruled onthe same lines
as the ‘“ Purchasc Journal ’’. A one line entry is made
with regard to the sale in the Sales-Journal in exactly
the same manner as in the case of the Purchase-Journal.
The only difference being in the method of posting in the
Ledger where the firm concerned is debited separately for
the total amount of sales as per the ‘‘ amount’ column
and at the end of every month the various columns for the
various departments are totalled up, and the departments
concerned are credited with these totals.

Bills and Hundis.

With regard to Bills and Hundis, the rule followed
has to be methodical and regular. It is the duty of the
head cashier and his assistants to see that all the bills
accepted by the firm are punctually paid on the day on
which they fall due, and for that purpose to see that
ample cash is available. The General Manager should be
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kept informed as to what bills have to be met from time
to time. The Cashier keeps a regular diary in which he
enters the particulars of each bill on the page of the diary
allotted to the date on which each bill falls due. This is
done in case of bills accepted by the firm viz., bills payable,
as well as that of the bills that are accepted by others and
for which the firm is to receive money viz., bills receivable.
"Both these bills are of considerable importance and must
seriously engage the attention of the cash department, be-
cause in case a bill is not paid for by the firm on mata-
rity, the firm runs the risk of losing its creditin the bazaar.
Bills of exchange enjoy a peculiar sanctity in the eyes of
the mercantile community and the delay in payment of a
single day may bring about serious consequences.

With regard to the bills for which we are to receive
money viz., bills receivable, it is equally important that
they should be presented for payment on the proper date
of maturity. If this is not done by some neglect on the part
of the cashier, and if the acceptor in the meantime fails, the
holder of the bill loses his rights as against the acceptor
and all previous endorsers.

CHAPTER 1IV.
Office Organization of Trading Firms.— Contd.

Retail ‘‘Stores > on large lines.

The retail ‘ stores > business has made rapid strides
during the last few years in all the principal towns of
Europe and America. In India also we find some efforts
made in that direction, but in the absence of a thorough
grasp of the principles underlying this line of business we
have not made as yet any appreciable progress in this
direction. We have of course a few stores run by Euro-
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pean traders of the type of Messrs. Laidlow, or the Army
and Navy stores, and indigenous enterprise has also
brought into existence the now famous Swadeshi Stores, but
all these efforts seem to be insignificant and small compared
to the gigantic scale on which similar business is carried
on on the other side of the water. A large country like
India, with its teeming population of millions and its ever
increasing demand for various articles of the class gene-
rally dealt with in this line, affords an excellent opportu-
nity for the development of stores enterprises if run under
expert supervision and organization.

The stores may be organized and worked either on the
(1) Departmental or (2) Multiple shop arrangement.

Departmental Stores.

In case of Departmental Stores the idea is to divide a
huge shop, located at some prominent place, into so many
smaller shops within its fold, each worked under a special
manager and a complete equipment of salesmen. Efforts are
then made through advertisements and other methods of prac-
tical publicity, to draw customers to the shop from all parts
of the town, who are served by each of these departments.
The chief manager in these stores is no doubt the central
figure who organises and directs, but it is always best to
make the manager of each department responsible for the
working results of his department. In some cases, the
actual profit and loss account of each department is made
out separately, to which the direct expenses of the depart-
ment concerned aredebited. A proportionate charge is also
allotted to each department out of the general expenses of
the whole establishment. The prices of articles of each
department are fixed by the departmental manager in
consultation with the general manager and here a fixed
percentage is added to the cost of articles as per the scale



48 BUSINESS ORGANIZATION.

suggested from time to time, by the general manager, in corn-
sultation with the Board of Directors. Thus each depart-
mental manager is responsible for the working results of
his department which is expected to be progressive. His
promotion as well as that of his staff are made to largely
depend upon the results thus exhibited.

The Office Record.

The actual system of record employed is worked more
or less on the following lines:—

Suppose that the departmental stores with which we are
concerned is divided into twenty departments, in each of
whichare grouped articles thatadmit of a uniform percentage
of gross profit being added to the cost and to each of which
is allotted a fixed location within the shop. We may
group each of these departments under the designations of
Boots and Shoes department; Grocery Department; Cutlery
Department; Hats Department ; Silk Department; etc., with
a complete equipment of salesmen and a manager at the head
Each salesman is known by a distinctive number allotted
to him and each is supplied with a “ Cash Memo > book
bearing his number on the cover, as well as on each of the
memoes. The memoes are consecutively numbered with
duplicates for carbon copies and bound together with small
marginal counterfoils. The salesmen of each department
are instructed to serve customers only with regard to the
articles allotted to their respective departments and to
guide them to the proper departments in case any item
foreign to their departments is wanted. When a customer
js served, the cash sale is entered on one of the memoes
and a carbon copy is taken and the amount is recorded in
the counterfoil. The customer is then asked if he wants to
carry the articles himself. If so, they are tied in special
wrappers supplied to them bearing the firm’s name. These
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wrappers are issued alternately in different colours so that
when bundles are taken out, the footman at the gate may
notice them, lest a shop-lifter may not carry away stolen
articles under the excuse of having bought the same. Some
stores use coloured ribbons for this purpose. If the custo-
mer wishes the articles to be sent home, his name and
address are taken down on a label, the label is attached
to the packet and the packet laid aside in the proper heap:
arranged according to the location of his address in the
town for the convenience of cartmen employed by the stores..
The next step is to lead the customer to the cash desk at
which the salesman is instructed to get all his sales paid.
It may be noticed here that the cash desks are located at
convenient places with an assistant cashier in charge, at
each of which a particular set of salesmen are instructed
to pay their takings. These assistant cashiers are con--
gtantly shifted from one desk to another to avoid their
getting too familiar with the salesmen. When the customer
is introduced by the salesman to the proper desk, the latter
hands over the two memos, the original and the carbon
duplicate, to the cashier, who, on receipt of cash direct
from the customer, signs and returns the original to the
customer, retaining the carbon duplicate for his record.
The cashier at his leisure fills up a form given to him
for the purpose. These forms are bound in a book called
the ¢ Desk Summary Book '’ and are ruled as under:—

2 5 7 ‘ 10 ' 13 ‘ 15 18

Rs. [a.|p.| Rs. [a./p.| Rs. |a.|p.| Rs, a p.| Rs. |a.|p.| Rs.|a.|p.| Rs. a.pf
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It will be noticed from the above that the form is
made up of the amount columns bearing numbers 2, 5, 7,
10, 13, 15, 18. These numbers indicate the numbers of
the salesmen instructed to pay at this particular desk.
This “ Desk Summary Book’ is filled in and totalled daily at
the close of the day, the totals indicating the total sales
effected by each salesman on that day, which are checked
with the returns furnished by each individual salesman
on his form of sales which are written up by him from his
record on the margin of his cash memo-book. The “Desk
Summary Books” as well as the salesmen’s sale forms
are sent up to the counting-house department which is
located in a remote part of the office out of the public
gaze, generally on the top floor or in a separate building.
The books and forms written up for Monday, are forwarded
to the counting-house on close of each day, and in return
those of the previous working day viz., Saturday,are re-
turned for record of Sales on Tuesday following. In other
words two sets are used alternately. The counting-house
checks the record of the previous day and the head cashier
‘passes the appropriate entry in the cash-book, crediting the
department concerned and debiting the cash account. From
each salesman’s record, after it is duly checked with the
“Desk Summary Book’ concerned, his commission on sales
is credited to his account. This form of record not only
affords a check on the salesman’s sales and each assistant
cashier’s daily takings, but it also serves as an indicator
to each head of the sales’ department as to the individual
capacity and activity of each salesman, who is congratu-
lated on or called for an explanation on the progress or re-
trogression of sales put through by him weekly. The depart-
mental stores generally deal in cash, but there are instances
where in case of some institutions,shortcredits are allowed
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to selected customers. For this purpose a list of approved
credit customers is maintained and written up from time to
time, which, when a salesman is asked to serve on credit he
refers in case of doubt and after effecting the sale, he uses
a distinct book furnished to him, called the credit memo-
book, which is numbered, duplicated and marked on almost
the same lines as the cash memo-book just noticed.
The original of the credit memo 1is handed to the
customer, the carbon duplicate with the signature of the
customer being retained by the salesman. These credit
memo-books are forwarded to the counting-house depart-
ment daily, with a separate record of credit sales by cach
salesman, two sets being used alternately on the same
lines as in the case of cash sales. In the counting-house,
the ledger clerks debit each customer in the customer's
ledgers maintained on the principle of alphabetical divi-
sion and the head accountant passes one journal entry for
the day for the total sales, debiting sundry debtors’ account
and crediting the different departments concerned. Here as
we have already remarked, the credit sales being made on
short credit and for small amounts the alphabetical ledger,
—which is a subsidiary book maintained principally for
record and quite distinct from the General Ledger and not
forming one of the books of the financial set—is divided
and worked on the dictionary order. If for instance, the cus-
tomer concerned is known as Robert Crew, the division of
the ledger containing the accounts beginning with the letter
C is opened and a one line entry is entered on the debit
side stating the date in the ‘‘date column,” address in
the ““ address column,”’” number of the credit memo-book in
the next column and the amount of the sale in the ‘“ amount
.column.’’ The credit side is left blank, to be written up
when actual cash is received from the customer. This
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credit entry is frequently made in red ink, showing the
date in the ‘‘date column > and the cash and discount in
the particular columns, together with the desk memo number
and the actual figure of cash paid in the ‘“amount column.”
The following will explain the entry :—

Dr. Cr.

|

5|6 | May (12 |Cash & 47 Rs, 2345
i Discount.

No, of |

' No. of », M. B, ! Amount

Date. Name.[ Address, | ap B Amount. | Date,

Jany.| 4 [Crew, |Hornby R4, 55 |Rs.234
Robert,

}

Stock Checking.

The check on the stock of the departmental store
worked under this system is easy. As a fixed percentage
of profit is added to the cost, of course varying in case of
each department, but which is uniform in case of all articles.
dealt with by any particular department, all that need be
done is to take the stock at the commencement of any
period, to which is to be added all the store supplied
during the period under review. From this, when the

r
2

sales at the cost price are deducted, the balance indi-
cated represents the stock of that department at the cost
price, ready to be checked with the actual inventory taken
after actually counting the stock item by item. The
following illustration will explain the point:

Supposing that our stock at the commencement as
per last statement for the crockery department was
Rs. 10,000, at the cost price, our supplies to this depart-
ment since that time amount to Rs. 50,000, at the cost price:
and our sales during the same period amounted to Rs. 60,000
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at the selling price, the stock check account will work out
the stock on hand as shown below :—
CROCKERY DEPARTMENT.
Stock Check Account for half year ending 1914.

Dr. Cr.

Rs. |a.|p,| Rs. |a.|p.

June 30. Sales at selling price... 60,000/ 0| O

Stock at commence- Less 209 profit on cost :

ment at cost ...}10,000] 0} 0] price ... .. §10,000| 0] O

December 31. 50,000{ 0 0
Stock in hand at cost on

Purchase at cost ...]50,000| 0| 0f 31st December 1914.}10,000{ 0| 0

Rs. |60,000| 0 (1 Rs. ] 60,000 0| 0

This amount shows a balance of Rs. 10,000, as the
stock on hand ready to be compared with the actual stock
inventory. If there is any material difference, the depart-
mental manager can be called to account. '

Multiple Shop.

Under the multiple shop arrangement the dominating
idea is not to concentrate the whole business in one centre
and then attempt to draw the customers to it as in the
cage of departmental stores. Here, an attempt is made to
approach as near the customer as possible, by opening a
large number of smaller shops in different localities under
a manager in charge, and by directing the working of the
same through the central office of the depot. The other
departure from the departmental stores’ practice, is to
specialize in a particular set of articles in which the firm
has chosen to deal,instead of, as in the departmental stores,.
Playing the part of universal providers. The advantage
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claimed for this type of organization is, that as a certain

line of goods is dealt in on large lines, the purchases are-
made from manufacturers on the most advantageous terms,

and that specialisation enables the proprietors to make the:
best selection. Theyare able here to keep in close touch withs
the varying requirements of the market and supervision

becomes very easy on account of the simplicity of work

resulting through dealing in one line of goodsonly. The

method cmployed is to keep uniform prices for all articles

after charging a fixed percentage of profits at the central

depdt or office. The individual shop manager is kept

entirely in the dark as to the cost of the articles dealt in.
He is supplied with the stores at the selling price and has to

account for same on the same basis. Here, the stock taking

iseven simpler than in case of the departmental stores. A

progressive result in sales and the lowest possible expense

in proportion thereof is expected of him. An attempt is

also made to create a sort of incentive to bring in as low a
percentage of expense as possible through the offer of a

bonus and promotion, as well through the creation of healthy

rivalry between the different shop managers. The system

of record as to sales may be arranged on almost the same

lines as that indicated in the departmental stores. There,

the shops were all concentrated in one building under the

designation of departments, whereas here, they are located
at different places. The distinction therefore is but in

name as far as account-keeping and records go.

The One Price Shop.

The other form which the stores’ branch of trade has
taken of late in Europe and America is working on the
“One Price System”. We are familiar with this type of
trade ;done by a certain class of hawkers in German and
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Japanese cheap assorted articles, but the idea of the open-
ing of a number of shops under a permanent organization
mainly todeal on these lines, does not seem to have occurred
to any of our enterprising businessmen. Here, the central
officeselects a large number of useful articles, which it buys
on wholesale lines frcm those manufacturers who specialize
in the manufacture of the same. The price fixed per article
is the popular price of 64d.or a shilling perarticle. The
location of sheps is arranged by the central office after care-
ful deliberation. Tke shops have to be located in those
places where a large number of people congregate, such as
a bazaar, or near some large store which advertises largely
and draws a large number of people, or in an exhibition,
public fair, etc. Every possible opportunity is taken of
opening temporary shops where people are likely to congre-
gate, and by display and posters, attempts are made to draw
customers in for purchase. The location of each of these shops
is constantly altered on a well regulated plan worked from
the central office, and for that purpose, shops temporarily
vacant in prominent places are taken on short leases of a
month or two and made the most of. As these shops appear to
outsiders to be constantly closing and shortlived, the general
public is nnder the impression that this class of business is
the least paying, the profit making possibilities being only
known to those having a working hand in them. None the less
it is a well regulated business, substantial and permanent
so far as the central depdt goes, though the magic lantern
slide arrangement in connection with the shops may create
a misleading impression on those who are ignorant as to
the system of work. These shops appeal to the bargain mak-
ing instinct, otherwise known as something for nothing
instinct, of the human race, and the result is that a large
number of people go in and buy things they never wanted
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or are likely to want. The managers in charge of the
shops keep the central office informed about the daily sales
and guide them as to the class of articles mostly in demand.
A number of assistants are also employed to report on new
locations, where temporary shops can be leased, and as to
the possibilities of the localities concerned. Before a new
location is selected, all possible enquiries are made as to
the number of people who frequent the locality, particularly
that class which is likely to be attracted to these shops.
The managers are instructed to bank their daily takings
and are furnished with cash from the central office for
their expenses on the imprest system, for which accounts
are periodically furnished to the central office. In
certain localities shops may be maintained on a permanent
basis if experience warrants the desirability of such a
course being adopted.

CHAPTER V.
Indent Business.
Its Basis.

Numerous European and Indian concerns carry on
what is popularly known as the ‘ Indent Business ’ either
exclusively, or as one of the branches of their trade. The
object here aimed at, is to serve as middlemen between the
bazaar buyers in India and the manufacturers in Europe
or America. Lately Japan has also entered within the
folds of this market and indent firms are now largely
dealing with that country also. The local indent firm
secures orders from the local dealers for an article which is
either of a wellknown brand, oron a sample which it receiv-
ed from its foreign agent and forwards the same to the
latter to be placed with the manufacturer. Ifthe indent is
made out for a price quoted, or on a firm offer received from
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the foreign agent, the contract is immediately closed; if
not, it serves as an offer from this side which has to be ac-
cepted by a formal confirmation from the other side. The
profit made by the middlemen concerned is supposed to be
made up of a commission varying according to the nature
.of the article indented. In case of articles of well known
brands the names of the makers, as well as the wholesale
prices are “‘open’’ i. ¢., known to all the dealers. Here, the
percentage of commission arranged, forms the margin of
profits for the middlemen; whereas, in other cases particu-
larly in trades where, beyond a mark or stamp as to the
country of origin there is nothing to indicate the name or
address of the manufacturer, the middlemen generally suc-
ceed in reserving an extra margin of profit i. e.,, one over
and above their usual commission. At first sight this
type of combination appears to throw an undue burden on
the dealer; but it is not so in practice. A large number of
‘dealers in the East are not conversant with the intricacies
-of foreign markets—in fact the bulk of them are incapable
of carrying on direct correspondence—who find it difficult,
if not impossible to replenish their stock without the assis-
tance of indent firms. A good many of them find it impossi-
ble to arrange for a direct credit with the local or foreign
bankers with regard to their imports. The presence of the
foreign agent of the indent firm on the spot ensures the
shipment of the proper article after selection, thus avoiding
mnnecessary delay and inconvenience. In case of claims as
1o breakage, inferiority, indifferent packing &c., they are
in a position to lay their case before the manufacturer with
greater effect through the assistance of the influential
foreign agent on the spot. An energetic and influential
agent in the country of origin keeps the dealer, through the
8
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medium of the local indent firm, closely in touch with new
innovations in the line, thus helpinghim to take immediate
advantage of a cheaper article newly placed on the market.
The foreign agent having acquired a special knowledge and
experience as to the requirements of the Eastern Market, is:
in a position to lay his views before the manufacturers
personally as to the varying requirements of his clients.
The foreign agent is also in a position to secure the most
favourable terms for hisclients as to freight and insuraace,
as he generally contracts in a large way with shipping and
insurance companies on behalf of his numerous clients.
There are also instances where the indenting firms hold
sole agencies for certain brands and the dealer can
secure thesearticles only through the medium of these mono-
poly holders.

The Form of Indent.

The indent firm employs a number of salesmen
who are in close touch with the local dealers and report
to the manufacturer from time to time as to the require-
ments of the market and the credit and standing of indivi-
dual dealers. When they secure an order or indent either
on a sample they have interested a dealer in, or in some
known article, they get the same from them on a printed
form of their firm which embraces clauses and conditions
of the contract. The form given below indicates the
usual terms on which indents are taken in practice:—
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Cowasji Brothers & Co., Indent No. 1158.
Merchants & Commission Code Cypher—Calabash.
Agents, BomBAY. Bombay, 5tk July 1915.

On account of

To Mzssrs. Cowasji Brothers & Co.,
BOMBAY.
Dear Sirs,

I/We hereby authorise you to buy or instruet your
Agents to buy for my/our account and risk the whole or
any part of the following goods on the terms and condi-
tions as named below and we agree to pay you a buying
commission of three per cent. for your service.

I/We hereby agree to take delivery of the goods on
arrival direct from the Steamer and to pay all duties and
charges incidental thereon and authorise you or your
Agents to draw in sterling upon me/us for the total amount
of the Invoice in a Bill or Bills of Exchange at London.

If the bill or bills be drawn in sterling I/We agree to
pay interest on the amount thereof at siz per cent. from the
date of the relative Invoice to the estimated date of arrival
of remittance in London and further bind myself/ourselves
to accept such bill or bills on presentation without any
pretext, excuse or objection whatever and pay the same at
maturity. No interest is to be allowed to me/us on part—
payment of such bill or bills. Should I/We fail to accept
or to pay at matarity such bill or bills I/We hereby
anthorise you as well as the holders of the bills to dispose
of the documents or goods either by Private Sale or Public
Auction on my/our account and risk, and I/We hereby
bind myself/ourselves to make good any loss arising from
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such sale and all Sale Expenses and in addition a commig~
sion of 5 per cent. for yourselves on the gross sale price
waiving all claims to any advantage thereon and I/We
agree to accept your Account Sales as correct and consent
0 the same being used by you or your Agents in any Court
or Courts against me/us without further proof.

Provided always that I/We hereby agree that in spite
of anything that may be written on this Contract or elge-
where to the contrary, you have the absolute right to
refuse to give me/us possession of the Shipping Documents
relating to this order or the goods until I/We have paid
for the same as well as for all outstandings.

Should the goods for any reason be shipped in more
than one shipment or for any reason a part or parts thereof
be cancelled or left out I/We shall make no objection to
take them just as they may be shipped.

In case of any dispute, you or your Agents are to have
the option of (a) cancelling this order, or of (b) submit-
ting the matter in dispute to two Merchants or their
Assistants or the Referee appointed by them or of (c¢)
gubmitting the matter to the Bombay Chamber of Commerce
or the Indian Merchants’ Chamber for arbitration under
such rules as may at the time be in force, and I/We agree
that the decision so arrived at shall be final and binding
upon me/us.

Any claims or disputes whatsoever with respect to this
order with regard to damage, shipment, deviation from
samples, inferiority of quality or any other objections
whatsoever are to be made in writing stating full parti-
cnlars of complaint and the necessary arbitration fees
deposited by me/us with you within 10 days from arrival
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of the vessel, after which time all responsibility is to be on
my/our account and no claim will be made by me/us after
the aforesaid period of 10 days and if I/We make it, it
shall not be valid.

When goods are ordered from specified Manufacturers
or Manufacturers’ Agents I/We agree to take all risks
connected with outturn both as to quality, delivery and in
every other respect.

Any deviatiou from time limit not exceeding 15 days
is not to be considered a breach of Contract. All goods
which have been delivered up to time at Port of Shipment,
shall be accepted as actually shipped within the limit of
time stipulated and whatever your supplier writes in res-
pect to this point is to be accepted as conclusive.

In the event of fire, or strikes among workmen, or of
any vis major, or of the failure of your supplier to
deliver through Bankruptey or any other reason, you or
your Agents are to have the option of cancelling this
order, and in no case shall any action be taken against
you or your Agents for loss of profit or otherwise owing
to late shipment, non-shipment or non-arrival of the goods.

All risk of damage to oilman stores or any other
goods of a perishable nature are to be borne by mec/us.

Goods to be insured F. P. A. unless otherwise stated.
I/We bear any loss which may arise in consequence of
goods insured F. P. A. arriving late, water damaged &c.
Any war risk premium which may be incurred, to be in all
cases payable by me/us.

You or—your Agents are not responsible for any
leakage or breakage of any sort.
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Contents and terms of this contract fully read out and
explained by me.

50 Pieces of Superior Linen Shirt-
Sd. Sorabji Hirji, | ing at 8% d. F. 0. B. “A” quality
Salesman. Lach piece to contain 120 yds. Ship-
ment before the end of next month
D. P. Draft at three months’ sight.
(8d.) Jaferji Suleman § Co.

The Documentary Bill.

The above form duly filled in and signed is presented
to the manager who gets the same properly filed and for-
wards a copy to the foreign agent in the country where the
articles are manufactured. The foreign agent makes the
purchase and looks to its packing and shipment in due
course. The manufacturer’s invoice, in case the manu-
facturer is disclosed, or the agent’s own invoice is
then prepared including charges by way of freight, insur-
ance, packing and commission. A Bill of Exchange is
then drawn out on the dealer for the full invoice amount
ag per instructions from the indentors, to which the ship-
ping documents wiz., the bills of lading, the insurance
policy and the invoice are attached. This bill is then
known as the documentary bill. The usual practice is to
draw at 30 or 60 days’ sight at the current bank rate of
interest. This complete documentary bill is then handed
by the foreign agent to his banker having a branch office
or agency in the indenting country, against which the
banker makes an immediate advance to the foreign agent,
his remuneration being the interest which is to accrue and
the profits on the Exchange when the amount is remitted
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from the other side. The draft of the documentary bill
takes the following form :—

Loxponw, 15tk August 1915.
ExXCHANGE FOR £ 222-15-0.

Thirty days after sight of this First of Ex-
change (Second and Third of the same tenor
and date being unpaid ) pay to the order of Messrs. Cos
& Co., the sum of Two hundred and twenty-two pounds and
[ifteen shillings sterling with interest at six per cent per.
annum added thereto from date hereof to approximate due

date of arrival of the remittance in London. Payable at
the current drawing rate for sight drafts of the above Bank

on London. Value received.
To

Stamp.

Messrs. Jaferji Suleman & Co.,
In Case of Need apply to :—

Messrs. Cawasji Bros., Co.,(8d.) Jaferji Suleman & Co.
Bombay.
The indent agents receive a direct intimation as to the
shipment from the foreign agent which they in their turn
.communicate to the dealer concerned in a form similar to

the one appended here. These forms are generally printed
with space for the details left blank to be filled in on each

occasion. .
From—COWASJI BROTHERS & Co.,
BomBAY.
BomBay, 20th August 1915.
To
Mzessrs. Jaferji Suleman § Co.
DrAR Sirs,

We have the pleasure to inform you that our Agents
in London have reported by the ﬁ‘%‘;{n of 76tk instant con=
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cerning your esteemed order as follows, which we commu-
nicate to you without engagement of any kind:—

Indent No. Article. Remarks.

1185 50 Pieces of Superior Shipped per s. s.
Linen Shirting. “Rajput.”’

N. B.—All telegraphic reports are i
subject to further confirmation ; WeYare, :fDe,:;fSllll's’
ours faithfully,

by receipt of mail letter.
(8d.) Cowasji Bros. & Co.

When the documentary draft is received by the local
bank it presents the same to the dealer for acceptance and
if the same is a D/A draft i.e., documents against accep-
tance, the bank hands over the attached shipping docu-
ments to the dealer on such acceptance and the accepted
bill is retained by the banker till the due date of payment.
If on the other hand the bill is drawn as a D/P draft . e.,
documents against payment, the documents are not handed
over on acceptance as in the former case, but are retained
till the due date of payment and on payment either on
the due date, or even before that, the discharged bill is
handed to the payee duly cancelled. The foreign agent
while drawing a bill takes his instructions from the
indent agent as to whether the same has to be made a D/A
or D/P bill. If on the other hand the dealer fails to accept

"the bill, or accepts the same and fails to meet it on the
due date, the banker presents the same to the indent agent
who is generally named on the bill as a ““ Cage in Need.”
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This “Case in Need’’ then accepts the same for the ‘“‘honour of
the drawer’” and attempts to settle with the dealer any dis-
puteor claim he may have setup. If he succeeds, the bill is
paid on maturity by the dealer, if not, the indent agent pays
the same and proceeds with his remedies at law against
the dealer., Where disputes arise as to damage through
indifferent packing &c., the same are settled through
the medium of surveyors appointed by mutual arrange-
ment between the indent agent and the dealer as per terms
of the indent. It may be added that these foreign bills
are drawn in sets of two or three, cach bill of the set
being known as a ‘‘ via,”’ on the settlement of any one of
which the others stand discharged.

It may happen, as we have already noticed, that the
dealer when quoted a price by the salesman may wish
to give a counter offer on the basis of a price which
suits him, which is taken down, subject to approval
and acceptance by the foreign agent, on the same
Indent form. The foreign agent on receipt of the same
may either accept or reject it or send a counter offer him-
self. This might ultimately result in the business being
put through at some price suitable to both the parties.

Packing and Freight.

The indent agent should keep himself informed about
the various rates with regard to freight and shipment by
different routes, to be able to guide the dealer as to the
most advantageous route to be taken by his ship, consider-
ing the location and conditions of transit prevailing in the
country of origin. For this purpose the various denomi-
nations as to packing ought to be carefully studied with
a view to secure economy in the total rate of freight
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charged. With regard to packing, he should take care
to instruct the foreign agent as to the most suitable form
of packing from the point of view of the local market, of
course never losing sight of the actual nature of thearticle
which is to be packed. In this connection his past experi-
ence with the class of goods imported will be the best guide.
In case the goods ordered are of a type which are likely
to be affected by weather or sea water, they may be ordered
to be packed in tin-lined cases. If freight is payable
on the cubic fect basis, all possible care should be taken
to see that the goods are packed in boxes of as small
a size as possible, as all unnecessary space taken up by a
larger box has to be paid for by way of additional freight

CHAPTER VI.
Company Work and Practice.
The Early History.

Joint Stock Companies originated in England
from the early idea of raising loans for financing the
Government and securing in return some monopoly or
special privilege for themselves. The Original East India
Company was established in 1600 A. D. by the grant of a
Charter by Queen Elizabeth. Its business was made
up of financing the Government with the carrying
on of its own trade. The Hudson Bay Company was
also founded in 1670 A. D. under a Royal Charter. The
Bank of Fungland was established in 1694 A. D. under a
Royal Charter to finance the Government of William III,
and the whole of its capital of £ 1,200,000, was lent to
the State at 8 % per annum, plus £ 4,000 a year for the
expenses of management. In return the Bank secured the
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right to issue notes to the extent of £ 1,200,000. All
these old companies considered some sort of a monopoly
as absolutely essential to their existence and well being.
Even Adam Smith thought that with the exception of a
certain class of enterprises such as banking, canals, insu-
rance &c., monopoly was essential to the very existence
and success of a Joint Stock enterprise. In his opinion
a Joint Stock Company could not long carry
on any branch of foreign trade without a monopoly.
“To buy in one market, in order to sell with profit
in another, when there are many competitors in both ;
to watch over, not only the occasional variations in
the demand, but the much greater and more frequent
variations in the competition, or in the supply which that
demand is likely to get from the public, and to suit with
dexterity and judgment both the quantity and quality of
each assortment of goods to all these circumstances, is a
species of warfare of which the operations are continually
changing, and which canscarcely ever be conducted success-
fully, without such an unremitting exertion of vigilance
and attention, as cannot long be expected from the
directors of a Joint Stock Company.’’ This theory has long
been disproved to a large extent by subsequent
experience, though some of the defectsinherent in this type
of combination still exist and can only be remedied by
providing for an efficient and experienced management.
Besides, Joint Stock Companies in old days could only be
incorporated in Iingland by the grant of a Royal Charter,
or an Act of Parliament, and in some cases it was also
enacted that the liabilities of the members was to be
limited to the extent of their stake in the undertaking.
An Act was however passed in 1844 which made possible the
formation of Joint Stock Companies on the simpler basis
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known to us at present under our modern Acts, and in 1855
one more Act madc the incorporation of trading companies
under the limited liability principle possible. This princi-
ple was however not extended to banking associations, as
it was thought undesirable in those days to do so, because
banks stood in a peculiar position owing to their indebted-
ness to the public in large amounts. The severe banking
crisis which followed in 1857 however modified that view.
In this crisis,several banks—particularly the Western Bank
of Scotland—failed with heavy liabilities, which involved
the ruin of many wealthy sharcholders, with the result
that persons of wealth, influence and position declined to
hold shares in a banking company. An Act was therefore
passed in 1858, extending the privilege of limited liability
to banking companies, with the exception that in the case of
notes issued by such banks the liability of its shareholders
was to remain unlimited to the extent of such an
issue. Many large banks however hesitated to take ad-
vantage of this provision fearing lest their-credit with the
public may suffer, but the failure of the City of Glasgow
Bank in 1878 forced them to convert theinselves into limited
liability companies. A further Act was passed in 1879,
providing for the creation of a ‘‘reserved liability ”’ by
an increase in the nominal amount of the shares of a com-
pany with a condition that the whole or a portion of such
an increase was to be called up only in the event of the
liquidation of the company. Thus,though the shareholders’
liability was limited to the nominal amount of the
shares they had subscribed for, a certain uncalled amount
on each of the shares afforded a sort of reserve, or
security, to the creditors in case the venture proved a
failure and had to be liquidated. Since then a series of
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Acts amending and codifying the Company Law of England
were passed, till finally in 1908, the Companies Consolida-
tion Act was passed. In India, the Indian Companies Act
of 1913, brings our law with regard to Joint Stock Com-
panies almost on par with the English Act and in some
particulars, particularly with regard to the qualification
of the Auditors, it is a step in advance of the English Act,

The equity of the limitation of liability.

This provision of the Company Law, which permits a
limitation of the liability to be arranged in case of the
members of a Joint Stock Company, can be defended both
on the ground of equity and organization. In the case of
a private partnership, every partner generally takes an
active and working part in the management of the busi-
ness and is therefore in a position to exercise a close
supervision on the affairs of the firm. Inhis case therefore
an unlimited liability should give no reason for lament or
hardship. Ina Joint Stock Company on the other hand an
average shareholder is afforded very little, if at all, any
opportunity of exercising such a control. We have already
noticed in a previous chapter how limited are the oppor.-
tunities of a shareholder and how illusory his powers of
control, even within the narrow sphere open to him under
the Company Law. Itis therefore fair that his liability
should be limited in proportion to his powers and oppor-
tunities of exercising control. The development of joint stock
enterprise to anything like the proportions we are witness-
ing around us to-day, would have certainly proved im-
possible in the absence of this most welcome provision,
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The Promotion.

A General Survey.

A Joint Stock Company is promoted either with a
veiw to take over and expand a going concern which has
so far been worked under the partnership combination, or to
float an’ entirely new enterprise. In the first case the
proprietors of the old concern take an active part in the
promotion, whereas in the second, a set of men, either pro-
fessional promoters of the type we have dealt with in a
previous chapter or a firm of secretaries and agents as al-
ready discussed take up the work. In case of a new enter-
prise, say the working of the patent for a new invention, or
of a mine which has been discovered and prospected upon,
the inventor or the prospector has also to be paid. This
payment usually takes the form of a part consideration in
cash and a part in fully or partly paid shares of the new
company. Ifa going business is to be converted, the old
proprietors are to be paid a purchase price, which includes
the value of the tangible assets taken over, minus the
liabilities if any transferred, plus the vaiue of the good-
will of the concern bought. Here also the usual arrange-
ment is to pay a part of the purchase price in cash plus
shares fully or partly paid. The promoters arrange all
these preliminaries, pay the preliminary expenses, select
the directors, draft the prospectus and engage the services
of brokers and auditors of the company. They select for
it a name. They usually buy up the property or patent
rights that are to be acquired by the company and then
agree to sell them to a person appointed to act as a trustee
on behalf of the company, reserving a margin of profit for
their troubles. In this case, the provision of law as to the
disclosure of dates and parties to every material contract
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in the prospectus of a company which makes an offer to the
public to take up its shares, as discussed later in this
chapter, affords some protection to the intending purchaser
of shares who can, if he chooses, go and inspect the agree-
ments before finally deciding upon the purchase. The
remuneration to be paid to the promoters has also to be
disclosed in all its details in the prospectus. One of the
greatest drawbacks attributed to the Joint Stock Company
combination is the heavy expenditure it entails in case ofa
certain class of enterprise in the course of their promotion.
Let us take the typical case of a company formed to work
a coal mine in India. An enterprising prospector dis-
covers a piece of land, where on experiments, he finds that
a promising coal mine can be worked. He arranges to
purchase this right from the owner of the land, who is
generally in the dark as to the extent of the value placed
on the land by the prospector. An agreement for pur-
chase is entered into at the market price of the land, at say
the small figure of Rs. 10,000. Our friend the prospector
now approaches a firm of promoters who are already work-
ing a number of Joint Stock Companics as Secretaries and
Agents and lays before them his scheme. The promoters
ascertain how far the expeclation of the prospector is to be
relied upon by a series of experiments of their own and
then arrange for the floating of a Joint Stock Company to
work the mine. The land is now agreed to be purchased
at Rs. 1,00,000, or perhaps more, the purchase price being
payable say, half in cash and the other half in shares.
The Company is incorporated with a capital of, say,
Rs. 5,00,000, of which Rs.4,00,000, are offered to the public
for purchase, whereas, the other shares to the value of
Rs. 50,000, are to be given as fully paid to the promoters,
besides an equivalent paid to the prospector. In order to
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ensure the financial success of the enterprise, an under-
writing agreement is entered into with some financiers who
underwrite the whole capital, say at a commission of 6 2
plus 1 % brokerage, which takes up Rs. 28,000. Thus
the Company starts with an actual capital of Rs. 3,22,000,
if the Rs. 50,000 paid in cash to the prospector arc
also deducted, whereas it has to earn a dividend on
Rs. 5,00,000. In case the preliminary expenses, as well as
various other expenditures connected with the promotion
and during the early working stage are considered, the
actual capital collected in cash shrinks to a smaller figure.
We had recently a case of an old mill in Bombay which
was purchased by a syndicate for a certain price from the
liquidator, to be immediately sold to a public company at
a profit of lacs of rupees. The transaction no doubt excited
comment at the time but the public had so greata confldence
in the promoters that in spite of this apparently costly deal
by the new company, all itsshares were sold at a premium.
Mr. Withers calls this watered capital as so much ““water-
logging dead weight.”” Of course if the enterprise pur-
chased or acquired is such as would pay a handsome return,
a large amount paid out towards the profits of the promo-
ters and vendors should not deter investors. The watered
capital in the literal meaning of the term, constitutes that
part of capital which has been paid away in a bad bargain,
that is where there is no likelihood of any adequate return
by way of dividends in the project purchased.

In case of a going concern proposed to be bought over
from its old proprietors, the amount which is estimated in
the purchase price towards the goodwill, forms frequently a
heavy charge on the capital of the new company. This
figure of goodwill is not always based on a business
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like estimate, as the old proprietors take a very
significant part in its calculation, particularly where
they are the principal promoters. Here the most impor-
tant items of enquiry are whether these old proprietors
retain a substantial interest in the new concern and
whether they are to take the same active and managing
part in the direction, organization and management, so
as to insure the working of the business with the uniform
saccess of the past years. In considering the special
advantages of a partnership combination we noticed how
far a good combination of interested partners, who devote
their whole hearted attention to the business of the firm, con-
tribute towards its success, and therefore, unless this level
of efficiency is maintained, a successful business placed
in new or less zealous hands, may prove quite the reverse
under the new garb of a joint stock company. The good-
will therefore of such a concernplaced in new hands may
prove quite worthless to the detriment of the investor who
had to pay a heavy purchase price. Even where the
co-operation of the old proprietors is sccured, unless
they are made to retain a substantial interest in the
enterprise, their old level of efficiency of work and labour
on behalf of the new enterprise cannot be ensured.

Private Companies.

Their Peculiarities.

Joint Stock Companies may be incorporated either
as ““Private >’ or ““ Public”” Companies with or without
limited liability. Private companies should consist of
not less than two and not more than fifty members, whereas,
public companies must possess at least seven members,
though no limit as to the maximum number of members is

10
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laid down. The privileges enjoyed by these private com-
panies are made up of the following exemptions :—

(1) They need not file a statement in lieu of pros-
pectus.

(2) They can commence business and exercise
borrowing powers as soon as they are incorporated and need
not comply with the other requirements enforced from
public companies before doing so.

(3) They are not to forward a statement in the
form of a balance sheet to the Registrar.

(4) No reports are required to be filed by them asg in
the case of public companies.

(5) Their balance shects need not be audited and
certified by auditors.

(6) The requirementsas to ‘“minimum subscription”
(as dealt with later in this chapter) do not apply to them.

(7) They are free from the requirements in regard to
the appointment of directors by the articles as well as their
consent to act as such and to take up and pay for the quali-
fication shares, if any, as applying to public companies.

(8) They need not disclose their financial position
to their rivals, as they are not compelled by law to file
their annual balance sheets with the Registrar. All that
they are required to do is to disclose the amount of their
paid up capital and their indebtedness secured by mort-
gages and charges.

Their advantages.

The private company arrangement is full of promise,
bringing as it does within thereach of partnership the bles-
sings of limitation of liability, at the same time affording
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all possible facility for the raising of a fairly large capital,
with an efficient and select combination of persons up to
the limit of fifty. Here, though the partners retain a sub-
stantial interest in the fortunes of the enterprise, they are
relieved from the anxiety of being liable to the creditors
to their last penny in case of unforeseen losses. The cir-
cumstance which makes these parties sure of their total stake
in the company in case of failure, is likely to induce a
large number of men of means to launch in risky enterprises
and new experiments with courage. Besides, in case of a
private family business, the owner of the business may
safely retire, cr take it easy, by converting his firm into
a private limited company with a fixed capital outlay,
leaving his sons and trusted old servants to look after
the same. He knows his actual stake in the enterprise and
feels secure as to the balance of his saving. Here he
takes over the bulk of the shares as fully paid in considera-
tion of the purchase price, distributing the rest among his
sons and assistants. Thus the old business is run on the
same old lines, by men experienced and interested, under
the fostering care and general supervision of its parent.
This form of incorporation has proved so popular in
England that nearly six thousand companies are being
annually registered since their formal recognition by
the English Act of 1907. Our Indian Act of 1913 has fully
adapted this recognition and an increasing number of
companies are being incorporated under this arrangement
as our businessmen are gradually realising its possibi-
lities. This form of incorporation also appeals to those
interested in a number of private businesses, as the
possibility ofthe failure of one businessinvolving the ruin of
others through the unlimited partnership liability is absent.
Again, a private firm, cannot always claim a monopoly as
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toitsname, whereas, an incorporation in the form of a private
company secures that monopoly, without sacrificing the
private and personal natureof theenterprise. A continuity
is also secured by converting a firm into a private company,
as the death or retirement of one of its members does
not dissolve the concern as in the case of a partnership.
In the case of a business comprising of branch offices in
distant parts of the country or the Empire, the private
company arrangement affords a medium for giving the local
managers or partners, a greater personal interest which
can be done by converting each firm into a private company
with limited liability and giving a greater stake in its
capital to the member on the spot, at the same time keeping
the most prominent members of the joint formation common
to all the companies in the garb of directors.

Though there is a limit as to the number of members
that a private company should be possessed of, there
is no limit laid down by law as to the amount of its
capital. In England private companies are in existence
with capital ag low as £ 100 and as high as £ 1,000,000.
It is no doubt difficult to secure a huge capital on the
scale of some of the public companies in existence for this
class of companies, but the purpose which this class of
combination is expected to serve and does serve is to afford
a mediam for a distinct form of combination of individuals
on the joint stock plus limited liability principle, who do
not wish to take the outside investor within their fold. In
short, both the private and the public methods of joint
stock combinations command their separate spheres of
activity within which they render an excellent service to
industries and commerce. It may be added that if at any
stage of the career of a private company it is thought
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desirable to convert it into a public company, with a view to
be able to secure a larger capital by the issue of an invita-
tion to the public, the same can be done under 8. 154 of
the Indian Companies Act of 1913. All that need be done
here is to get a special resolution passed, a copy of which
resolution is to be filed with the Registrar of Joint Stock
Companies, together with a statement in lieu of prospectus
(as in the case of a public company as dealt with later
in this chapter), together with the other documents
necessary in the case of a public company. The articles
of association may also be altered by a special resolution
deleting the clause which restricts the memberships to fifty
and modifying the restrictions on the transfer of shares.

Public Companies.
Their Incorporation.
In the case of public companies, the incorporation is
secured by filing with the Registrar the following :—
1. The Memorandum of Association.

2. The Articles of Association, if there be any. In
the absence of special articles, Table A attached to the
Companies Act 1913 will come in force as the Company’s
Articles.

3. Notice of the situation of the Registered Office of
the Company.

4. Consent of the directors in writing to act as such
directors: and in the case of a company limited by guarantee
and not having a share capital, every director shall have
either signed the Memorandum for a number of shares not
less than his qualification shares (if any), or signed and filed
with the Registrar a contract in writing to take from
the Company and pay for his qualification shares (if any).
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5. A list of persons who have consented to be
direetors.

6. A declaration by an Advocate, Attorney or
Pleader entitled to appear before a High Court who is
engaged in the formation of a company, or by a person
named in the articles as a director, manager or secretary
of the company, of compliance with all or any of the said
requirements.

After the grant of this certificate of incorporation,
which in law makes the company a body corporate by the
name mentioned in the memorandum, the company pro-
ceeds to ask for the subscription of its shares from the
public. It shall not, however, commence business or
exercise its borrowing powers, unless it obtains a further
certificate from the Registrar declaring that the company
is entitled to commence business. This certificate will be
granted on the following further requirements being
fulfilled :—

(1) Shares held subject to the payment of the whole
amount thereof in cash have been allotted to an amount not
less than the minimum subsecription.

(2) ZEvery director has paid for on each of the shares
taken or contracted to be taken by him, and for which he
is liable to pay in cash, a proportion equal to the propor-
tion payable on application and allotment on the shares
offered for public subseription, or in the case of a Company
which does not issue a prospectus inviting the public to
subscribe for its shares, on the shares payable in cash.

(3) There has been filed with the Registrar a duly
verified declaration, by the secretary or one of the directors
in the prescribed form, that the aforesaid conditions have
been complied with, and
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(4) In the case of a company which does not issue a
prospectus inviting the public to subscribe for its shares,
there has been filed with the Registrar a statement in lieu
of prospectus.

The Memorandum of Association.
The Memorandum of Association must state,

(1) The name of the Company ( with the word
LIMITED) if it is going to be a Limited Company;

(2) The place of business of the Company;

(3) The cbjects for which the Company is formed —a
clause which requires to be drafted with great carc and
ingenuity.  This is becausc of all the documents one
which is the most difficult to be altered at Law, is the Mcemo-
randum of Association of a Company and of all the clauses of
the Memorandum of Association, the clause which is the most
difficult and inconvenient to be altered, is this ¢Objects™
Clause. This clause should include all the possible branches
of business in which the Company is likely to be engaged
and these should be stated in all their details clearly and
carefully, otherwise the Directors might find that they are
unable to act on some important question becausc they have
not thenecessary power. Inother words the action contem-
plated might be found to be ultra vires the Company;

(4) Whether the liability of the members isto be
“limited ”’;

(5) The amount of Capital of the Company, with its pro-
posed division if any into shares, classifying these shares
under the headings of (¢) Cumulative Preference, (b) Prefer-
ence, (¢) Ordinary and (d) Deferred, and stating the amount
which is to form the value of each of these shares. The
Memorandum of Association has to be signed by at least
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seven members who are generally the Directors of the
Company and cach of these members has to state before his
signature the number of shares he agrees to take up.

The following is the form in which a Memorandum
appears in actual practice :—

THE INDIAN COMPANIES ACT 1913.
COMPANY LIMITED BY SHARES.
MEMORANDUM or ASSOCIATION

OF THE

BOMBAY SPINNING & WEAVING COMPANY
LIMITED.

1. The name of the Company is the Bombay Spinning
& Weaving Company, Limited.

2. The registered Officc of the Company will be
situated in Bombay.

3. The objects for which the Company is established
are:—

(a) To do business as spinners of yarn and
weavers of cloth and for that purpose to pur-
chase and acquire land and other properties
and ercct factory or factories, mills, &ec., con-
taining cisterns, pipes, engines, tanks, machi-
nery and appliances as may be required for
business or expedient for the purposes of the
Company and to purchase, take on lease or
otherwise acquire and hold, use, occupy and
otherwise deal with any now existing mills
and factories of a similar nature.
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(b) To acquire by purchase or lease or otherwise
any lands, hereditaments, rights, privileges,
easements, user of water, liberties or licenses
which may be deemed by the Company re-
quisite or expedicnt for ‘the purposes of
the Company.

() To acquirc rights of Trade Marks by
purchase or otherwise relating to any business
of the Company and to turn same to account
by using same¢ or by granting license or
otherwise.

(d) To raise money by issue of debentures, obliga-
tions, bonds, or otherwise in such manner as
the Company may think fit for the purposes of
carrying on the business of the Company,

(¢) Generally to sell, improve, manage, develop,
lease, mortgage, dispose of, turn to account or
otherwise deal with all or any of the property
of the Company.

(f) To do all such other things as are incidental
or conducive to the attainments of the above
objects.

4. The Capital of the Company is to be Rs. 20,00,000
divided into 2,000 shares of Rs. 1,000 each.

5. The liability of the Members is limited to the
nominal value of the shares they hold.

We, the several persons whose names and addresses
are subscribed are desirous of being formed into a Company
in pursuance of this Memorandum of Association and we
respectively agree to take the number of Shares in the

Capital of the Company set opposite our respective names.
1
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Number of
Names, Addresses, and Descriptions of ordinary shares
Subscribers. taken by each
Subscriber

Dorab Rustamji Cama, 53, Malabar Hill, Baronet. One hundred

Solomon Isaac, 15, Reclamation, Knight Fifty
Wi illiam Jordon, Apollo Bunder, J. P. . Ten
Thakersey Gordhandas Cutchl, Mandvi Bazaar,

Rao Bahadur .,, cee . Ten
Ebrahim Ludha, Cumballa Hill, J. P. we Ten

Janardhan Fadke, Girgaum Road, Doctor of
Medicine - . Ten

Chunilal Desai, Walkeshwar Road, Vakil, High
Court ... . Ten

Dated the 21st day of August 1913.
Witness to the above Signatures,
JAMSHEDJI PESTONJI SOLICITOR,
or MEssrs. JaAmMsEEDJII, HirarAL & Co.
BOMBAY.
The Articles of Association.

The Memorandum of Association is generally accom-
panied by a document called the ¢ Articles of Association.”
These Articles of Association are the bye-laws of the
Company governing its management and embodying the
powers of the Directors and Officers of the Company as well
as the powers of the shareholders as to voting &c. The
Articles of Association are not compulsory and a Company
may be formed without possessing its special Articles of
Asgociation. In such a case a schedule which is attached
to the Companies Act called the ‘Table A,”” becomes the
Articles of Association of such a Company. When however
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a Company possesses its specially framed Articles of Asso-
ciation but the Articles are silent on some of the points of
management &c., the clauses relating to these points in the
“Table A’ come into operation. There are instances
where some Companies do not possess their own Articles of
Association but they draft out a few special rules and state
that ““The Table A shall be the Articles of Association of
this Company excepting so far as they are modified by the
following rules.”” Nowadays however Company manage-
ment and work has become so complicated that it is quite
difficult, if not impossible, for a Company of any magnitude
and importance to appropriately adopt the *‘Table A’ as
its Articles of Association and therefore the reader may
take it that ordinarily every Company of importance gets
its own ‘‘ Articles of Association ” specially framed before
Incorporation.

After these two documents, 2. the * Memorandum of
Association’’ and the ¢ Articles of Association” are filed
with the Registrar of Joint Stock Companics and the
necessary fees are paid, the Registrar issues a ‘‘Certificate
of Incorporation’ declaring the Company to be duly
Incorporated under the Indian Companies Act.

The Prospectus,
Its Contents.

Our new Act following the English Company Law lays
down conditions and stipulations as to the contents of the
Prospectus of a Company which is to be issued to the public
with a view to invite applications for shares which ought
to be carefully mastered. The Act lays down that the
Prospectus of a Company which invites the Public to buy
its shares ought to comply with the following requirements
and should contain the following information: —
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(1) that the Prospectus should be dated ;

(2) . that it should be signed by every person named
therein as Director or proposed Director ;

(3) it should state the contents of the *“ Memorandum
of Association” with the description and addresses of the
signatories to the Memorandum ;

(4) that the number of shares if any which are to
form the “qualification shares’” of the Directors of the
Company should be mentioned ;

(5) that the “ minimum subscription ”’ on which
the Directors may proceed to allotment must be siated.
With regard to this clause it may be mentioned that the
object of this requirement is to see that the public is in-
formed as to the amount of capital actually applied for on
which the Directors intend to allot shares. For in former
times the Promoters used to recklessly attempt io promote
all sorts of Companies, advertise for Share Applications, and
though they found that a sufficient number of applications
was not available to make the working of the Company
possible, they went on allotting the shares, and then, the
Company was taken into liquidation, where, the share-
holders were called upon to pay up the whole amount of
their shares. This money was then utilised in paying the
expenditure incurred in the promotion of the Company.
These practices created great hardship on those who applied
for shares. Under the existing regulations the public is
in & position to judge from the amount of the ‘“minimum
subseription’ whether or not it is safer for them to apply for
shares immediately or whether in view of the “minimum
subscription’’ amount being very small they should wait and
see if the promotion turns out successful or otherwise.
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(6) that all the material or important contracts which
the promoters may have made with different people and
which the Company is to take over with a view to purchase
property &c., are to be stated clearly in the Prospectus,
stating the price as well as other details as to purchase, so
that the public may be in a position to judge whether the
said bargain is fair and proper. These contracts are also
required by law to be open to the inspection of the pablic;

(7) that the Prospectus should also state if any under-
writing commission is to be paid or is agreed to be paid to
any one. The ¢ Underwriting Commission’” isa commis-
sion paid to financiers who enter into a contract gnarantee-
ing that the whole Capital of the Company as offered to the
publicwould be fully subscribed and that in case any balance
or even the whole amount offered remains unsubscribed
for by the public, the said is to be taken over and paid for
by the Underwriters. In consideration of this nndertaking
a certain commission is agreed to be paid to them, which
is calculated on the whole capital of the Company whether
taken up by the public or not, and which is put down to
the account of the Underwriters according to this agree-
ment. Thiscommisgion is called Underwriting Commission;

(8) if any of the Directors has any intcrest in the
formation or in any of the properties to be acquired by the
Company, the Prospectus should clearly state the nature of
such interest, so that the investing public may know of it
before applying for the shares.

How to scan the prospectus.

It will thus be noticed that, as far as possible, the
Companies Act hasprovided proper safeguards in order that
the investing public be not misguided or misled, by insist~
ing on details being stated in the Prospectus, which are
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likely to affect their judgment while deciding whether or
not they should apply for shares in a proposed Company..
If in actual practice these safeguards prove to be inopera-
tive, the fault lies with the investors who generally allow
themselves to be carried away either by sentiment or by the
speculative fever conveniently let loose by interested pro-
moters and their friends. Even among the most sober minded
investors, the proportion of those who base their conclu-
sions on a careful study both of the prospectus and the
articles of association of the company they invest in, is very
small indeed. The primary object of the Prospectus is, of
course, to induce the public to subscribe for the shares and
debentures of the Company and thereby secure the necessary
money which is to make up the capital of the Company.
The greatest care, therefore, should be taken here to state
all the points which a cautious investor is likely to be
curious about and that too, with the utmost veracity. The
investing public of almost all countries where Joint Stock
enterprise has flourished for some length of time, have had
their experience of both the good and the doubtful type of
enterprises which has made them rather unduly sceptical.
Even so prominent a writer and thinker as Mr. Hartley
Withers has thought it fit to write about prospectuses in
his book on ‘‘ Stocks and Shares *’ as follows :—

‘ All prospectuses should be scanned in a spirit of
jaundiced criticism and with the most pessimistic readi-
ness to believe that they are specially alluring traps laid
by some designing financier to relieve the reader of some
of his money., No allowances should be made, and the
benefit of the doubt should never be given to the prospectus.
In fact, a large number of them are quite reasonable pro-
positions put forward by quite honest men, but when they
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are of this kind they will, or ought to stand the most
sceptical scrutiny, and when they are not, it is a service to
the community at large to put them as quickly as possible
in the waste paper basket.”

Care in its preparation.

The prospectus should therefore disclose all the mate-
rial points in order to disarm all possible chances
of suspicion which are likely to discourage an investor.
In case where a going concern is to be taken over by the
new Company, the actual working results in form of net
profits for a number of years immediately preceding the
period ought to be stated in the form of an abstract from
the report of some prominent firm of Accountants who are
likely to command public confidence. The form in which
these profits are disclosed should be such as to make it
clear that the business sought to be purchased was of a pro-
gressive character. 1In the case of assets taken over they
ought to be valued by recognised experts. The name
of the suditors should also be stated wherever possible
and in the selection of these, care should be taken to pick
out qualified men of reputation and standing. Besides
observing these precautions, all frankness ought to be
displayed in carefully describing the business which the
company is to carry on. A cautious investor will not
blindly stake his capital in an enterprise without care-
fully weighing the possibilities of the business in con-
templation and therefore all possible attention should be
given to the work of supplying him with all possible ma-
terial which is likely to help him to judge for himself after
considering fully the point of view of the promoters.
The promoters should also take care to see that as far as
possible all the statements contained in the prospectus are
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based on some expert’s reports, abstracts from official
documents, or on facts which they are able to substantiate
if called upon. All the requirements of the Companies Act,
1913, as dealt with above, ought also to be strictly ob-
served. Failing this, every director, promoter and every
person engaged in the promotion and formation of the
Company, with whose consent and knowledge the prospec-
tus was issued, lays himself open to be sued for damages
by an aggrieved share-holder who purchased, or agreed to
purchase, the shares relying on any untrue or misleading
statement in the prospectus.

Mr. Hartley Withers recommends the investor to pay
particular attention to the name of the firm of brokers
(if any) mentioned in the prospectus as an indicator of
the company’s prospects, as a good firm of brokers will not
attach itself to a doubtful company, still less recom-
mend its clients to invest in thesame. He also recommends
investors in general to consult their own brokers before
deciding on the prospects of an undertaking in which they
think of investing. This of course applies to brokers in
England, particularly to those on the London Stock Ex-
change, where the members of the Exchange are divided
into two watertight compartments known as * Jobbers ’ &
¢ Brokers”’. The former class restricts itself to buying
and selling in stocks, shares and securities, whereas the
latter acts as a middleman between the Jobber and the
investing public. In other words a Jobber cannot act as
a Broker and wvice versa. Under these circumstances a
broker being a disinterested middleman, besides being an
expert in the line, can no doubt be looked to with confi-
dence for advice. In India however no such distinction
is observed. Almost every broker on the Stock Ex-
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ehange, whether in Bombay or elsewhere, is also a dealer
in stocks, shares and securities, and therefore, one can
never be certain about the extent of the disinterestedness
of his advice. The most prominent of these brokers indulge
in the underwriting of share capital, which they would
naturally be anxious to unload at the first possible opportu-
nity. However honest and straightforward their methods
of business may be, this conflict of interest should alone be
sufficient to decter a cautious investor from looking for
guidance in this quarter. From a practical promoter’s
point of view however, the insertion of the name of a
well known firm of brokers wherever possible, makes the
prospectus more attractive, both here as well as in
England.

The other attraction which has generally proved
overpowering to an average investor, is the inclusion of &
few titled names among the Board of Directors. We have
already dealt with the weakness of this form of constitution
from the combination and organization stendpoint and
therefore need not enlarge on that point here. It need
only be added that according to the best authorities the
glare of titled names on a Board is losing its magneticeffect
on the average investor in England who has improved
by experience, and no doubt the same transition seems
well within sight in India.

Form of the Prospectus.
The following form taken from a newspaper advertise-

ment of one of the recently incorporated companies will

give an idea as to how the Prospectuses are advertised :—
12
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The subscription list is now open and will close on th
27th February 1918 or earlier, as may be decided
: by the Directors.
This Prospectus has been duly filed with the
Registrar of Companies, Bombay.

THE GENERAL LAND AND INVESTMENT
COMPANY,

LiMiTED.
{Incorporated under the Indian Companies Act, 1913.)

Capital Rs. 1,00,00,000.
Divided into 1,00,000 Shares of Rs. 100 each.
Issue of 1,00,000 Shares of Rs. 100 each.
" PAYABLE AS FOLLOWS:—
Rs. 10/-on Application.
Rs. 15/-on Allotment.
And the balance in calls of not more than Rs. 25—

Payable at intervals of not less than six months."
No further call will be made payable in the year 1918.

The whole issue has been underwritten and the Director
and their friends have applied for 60,000 Shares
of the Nominal Value of Rs. 60,00,000,
which will be allotted in Full.

DIRECTORS:
M. Able Esq., Merchant, Bombay,
Chairman, Joint Managing Director.
C David Esq Merchant, Bombay.
(of Messrs. E. David. & Co)
Joint Managing Director.
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The Hon’ble Sir Arthur George, Bart., Merchant, Bombay.
The Hon’ble Mr. Ranchordas Liladhar,
Merchant, Bombay.

Rustumji Framji Esq., Merchant, Bombay.
Abdul Rashid Esq., Merchant, Bombay.
BANKFERS:
The Bank of Hindustan.
AUDITORS :
Messrs. Ledger & Penknife, Bombay.
SOLICITORS :
Messrs. Dinshaw & Co., Bombay.
MANAGING AGENTS :
George Higgins & Co., Bombay.
REGISTERED OFFICE:
51, Apollo Street, Fort, Bombay.

This Company has been formed primarily for the
purpose of acquiring land in and about the Town and Island
of Bombay and adjacent suburbs and for the erection there-
on of suitable residential bungalows, houses and quarters
for the various classes of the community; also for invest-
ment in landed and other property, loans upon mortgage
and other securities and the purchase and sale of shares
and stocks, etc., etc.

It is well known that the rapid growth and development,
of the City of Bombay has caused a state of congestion
which renders the provision of further dwelling accommo-
dation absolutely essential. The operations of the Im-
provement Trust have made available a number of highly
desirable sites, and suitable areas are in view in other
‘quarters, regarding which it is, for obvious 'reasons,
inexpedient ‘to publish particulars. It is felt by the
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Direotors that the present is a most favourable time for
the operations of a Company, which must of necessity
have a large capital.

Land in Bombay is not cheap and the cost of building
has undoubtedly increased to such an extent that private
individuals are now largely debarred from putting up the
necessary additional buildings for want of capital. The
Directors feel confident that there is not only ample scope
but also an absolute necessity for a Company of this kind,
with large resources and with sufficient staff and influence
to ensure the successful conduct of operationson a large
seale and on butinesslike lines.

Amongst others, it is particularly proposed to cater
for the requirements of the middle class population and
also of the labouring classes. It will be apparent that
the operations of a Company working on a large scale
will inevitably be less costly than isolated efforts on the
part of individuals here and there to build dwellings on
individual and independent plans.  Standardization
is a very important matter nowadays on account of the
great economy which can thereby be achieved, and the
‘Directors are assured that the erection on essentially
modern lines with modern comforts and conveniences of
suitable dwellings for the population of Bombay will not
only meet with a ready response from people at present
inadequately housed, but also with considerable help and
encouragement from employers of labour. A number of
these who have been sounded on the subject express them-
selves on the housing question practically on the following

lines:—
(1) That the housing problem is a most pressing
one and ought to be taken in hand by a large
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body having the means and the facilities to
do it thoroughly and efficiently ;

(2) That the individual erection of workmen’s
dwellings is a matter of great difficulty,
because :—

() Employees do not care to live in houses
under the immediate eye of their
Employers, in the belief that it gives
the Employers too great a hold over
them ;

(b) Employerscannotdo it on a sufficiently
large scale to make it a commercial
proposition.

Some Employers have gone so far as to say that they
would be willing to house their workmen without seeking
to make it pay, but fear that the tendency of the poorer
classes of this Country to board in with their relatives
and friends would make it an unworkable scheme from
the Employers’ point of view.

All these difficulties, it is felt, can be met by the
operations of the above Company. The Directors feel sure
that they can rely upon the support of employers of lahour
provided the management of the housing accommodation
does not fall upon the employers concerned, and they feel
that properly undertaken and managed upon a sufficiently
large scale, the proposition is one that will fulfil not only
a long-felt want but one of pressing urgency and with every
prospect of being a commercial success without charging
anything in excess of the rents until recently accepted
a8 reasonable for Bombay. For the middle class popula-
tion, the provision of further housing accommodation is
well known to be an urgent and pressing matter.
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As an investment, Land and Building Companies
bave achieved a great measure of snccess and popularity
in the United Kingdom, the Colonies and the Crown Bettle-
ments, such as Honkong and Shanghai, and it seems
strange that nothing of the kind has hitherto been carried
to a successful issue in Bombay where the need is so uni-
versally recognised. Such schemes as this provide =
reasonable and safe investment, and worked upon sound
lines, are likely to prove popular and remunerative.

This Company will also be in a position to sapport
and assist the efforts of other concerns, Co-operative
Societies, Public Companies and private owners whose
efforts may assist in coping with the housing problem of
Bombay.

Minimum Subscription;

The’ minimum subscription on which the Directors
may proceed to allotment is 50,000 Shares.

Underwriting Commission ;

The shares now offered for subscription have been
underwritten for a commission at the rate of two per cent
on the amount thereof, and such commission is payable
by the Company.

Agreement.—

The following Agreement has been entered into:—
An Agreement dated the twenty-first day of February
1918 (being the Agreement referred to in Article 3
of the Articles of Association of the Company) made
between the Company of the one part and George
Higgins and Company, of the other part, whereby it is
agreed that George Higgins and Company, as carrying
on business in Bombay, and the successors in business
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or assigns of George Higgins and Company, shall be
the Managing Agents of the Company from the date of
the registration of the Company for the term of thirty
years and thereafter until they shall resign or shall
be removed from their office by a Special Resolution
of the Company, but with liberty to the Managing
Agents to resign such appointment and to retire from
the Managing Agency at any time by twelve calendar
months’ notice in writing to the Company, such notice
to expire at the end of any financinl year of the
Company. The remuneration of the Managing Agents
under this Agreement is fixed at ten per cent upon the
annual net profits of the Company as therein defined
and an office allowance of rupees one thousand and
five hundred per month.

Directors’ Interests:—

Two of the Directors, namely, Mr. George Higgins
and Mr. R. Johnson as members of George Higgins
and Company, Limited are interested in the remune-
ration to be paid under the foregoing Agreement.

Two of the Directors, namely Mr. M. Able and Mr.
C. David will be appointed Joint Managing Directors
of the Company on a joint remuneration of rupees five
thousand per annum.

Qualifications and Remuneration of Directors:—

The following are the provisions of the Articles of
Association of the Company as to the qualification and
remuneration of Directors.

90.—The qualification of a Director of the Company
(other than the Managing Directors, a Special Director
or the Debenture Director) shall be the holding in his
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own right of at least fifty shares in the Company of the
nominal value of rupees five thousand. A first Director
may act before acquiring his qualification, but shall in
any case acquire the same within one month from his
appointment; and unless he shall do so, he shall be
deemed to have agreed to take the said shares from the
Company and the same shall be forthwith allotted to
him accordingly.

91.—The remuneration of a Director for his services shall
be such amount as may be fixed by the Directors not
exceeding rupees seventy-five for each meeting attended
by him; and such reasonable additional remuner-
ation as may be fixed by the Directors may be paid to
any one or more of their number for services rendered
by him or them in signing the share certificates in
respect of the Company’s original capital orany further
or new issue thereof, or any Debentures issued by
the Company; and the Directors shall be paid such
further remuneration (if any) as the Company in
General Meeting shall from time to time determine;
and such remuneration and further remuneration shall
be divided among the Directors in such proportion
and manner as the Directors may from time to time
determine, and in default of such determination with-
in the year equally.

92.—The Directors may allow and pay to any Director
who is not a bona fide resident of Bombay and who shall
come to Bombay for the purpose of attending a meeting,
such sum as the Directors may consider fair compen-
sation or for travelling expenses, in addition to his fee
for attending such meeting as above specified ; and the
Directors may from time to time fix the remuneration
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to be paid to any member or members of their body
constituting a Committee appointed by the Directors
in terms of these Articles, and may pay the same.

93.—1If any Director shall be called upon to go or reside
out of Bombay on the Company’s business, or otherwise
perform extra services (which expression shall include
work done by a Director as a member of any Committee
formed by the Directors), the Board may arrange
with guch Director for such special remuneration for
suchservices, either by a fixedsum or by a percentage of
profite or otherwise as may be determined by the Board,
and such remuneration may be either in addition to
or in substitution for his remuneration above provided
and the Directors shall be entitled to be repaid any
travelling or other expenses incurred in connection
with the businees of the Company.

94.—The remuneration of a Managing Director shall
from time to time be fixed by the Directors, and may
be by way of salary, or commission, or participation
in profits, or by any or all of these modes.

Preliminary Expenses:—

The preliminary expenses payable by the Company
are estimated at Rs. 7,500.

Copies of the Memorandum and Articles of Association
of the Company and of the above Agreement can be
inspected at the office of the Managing Agents of the
Company, at any time during business hours.

A copy of the Company’s Memorandum of Association

is attached to this Prospectus and forms part of it.
13
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Application for Shares:—

Application for shares should be made upon the form
accompanying the Prospectus, AND FORWARDED DIRECT TO
Tae Company’s BanNkers, THE BANK oF BoMsAy, THE
BaNk or BexcAnL, or THE EasterRN Baxk, LiMirp,
BOMBAY, TOGKTHER WITH A REMITTANCE OF THE AMOUNT
OF THE APPLICATION MONEY.

This issue of shares is subject to the condition that the
Certificates of the shares will not be completed and ready for
delivery until eight months after the allotment of the shares.

Where no allotment is made, the deposit will be returned
in full, and where the number of shares allotted is less than the
number applied for, the balance of the deposit will be applied
towards the amount payable on allotment.

Failure to pay any future instalment on shares allotied
when due, will render previvus payments liable to forfeiture.
Prospectuses and forms of application can be obtained at
the office of the Managing Agents of the Company.
Brokerage.—

Brokerage will be paid at the rate of one per cent in
respect of applications bearing bona fide Brokers’ or
Bankers’ stamps,

Dated Bombay the twenty-first day of February 1918.
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Form of Notice as to Situation.

The notice in writing of the situation of the registered
office of a company to which all communications and
notices are to be addressed has to be filed with the
Registrar (8. 72 (2) Companies Act 1913). It may be
drawn out in the following form :—

The Indian Companies Act, 1913.
(8E0. 72.)

NOTICE
OF THE
Situation of the Registered Office
of

THE BOMBAY SPINNING & WEAVING COMPANY,
LIMITED.
To
The Registrar of Joint Stock Companies.
Bombay.

The directors of the above named company hereby
give you notice pursuant to Section 71 (1) of the Indian
Companies Act, 1913, that the registered office of the
company is situated at No. 10, Church Gate St., Bombay.

Signature. J. Fernandez,

Secretary.

Dated the 21st day of August 1915.
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Form of consent of directors.

BUSINESSB ORGANIZATION.

The consent of the directors to act as such as required
by Sec. 84 (1) of the Indian Companies Act, 1913, will be
in the following form :—

The Indian Companies Act, 1913.

8E0. 84 (1)

Consent to act as Director.

OF

The Bombay Spinning & Weaving Company, Ld.

The Registrar of Joint Stock Companies.

We the undersigned hereby testify our consent to act
:a8 Directors of the Bombay Spinning and Weaving Company,
Limited, pursuant to Section 84, Sub-section 1, of
the Indian Companies Act, 1913.

Signatures.

Address.

Description.

Dorab R, Cama.
Solomon Isaac.

William Jordan.

‘Thakersey Gordhandas.

El;rlhim Ludha.
-Janardhan Phadke.
Chunilal Desai.

Malabar Hill,
Reclamation.
Apollo Bunder.
Maondvi Basaar.
Cumballa Hill.
Girgaum Road.
Walkeshwar Road,

Baronet.
Knight,

J. P.
Merchant.
Merchant,
Physician.

Vakil, High Court.

Dated the 21st day of August 1915.



OOMPANY WORK AND PRAOTIOE. 101

Form of the list of directors.

The list of persons who have consented to be Directors
as required to be filed with the Registrar per Sec. 84 (2)
of the Indian Companies Act, 1913 will have to be made
out as follows :—

The Indian Companies Act, 1913.
Skc. 84 (2)
List of the persons who have
Consented to be Directors
of

THE BOMBAY SPINNING & WEAVING COMPANY,

LIMITED.
To

The Registrar of Joint Stock Companies,

I John Fernandez, the undersigned, hereby give you
notice, pursuant to Sec. 84 (2) of the Indian Companies
Act, 1913, that the following persons have consented to be
Directors of the Bombay Spinning and Weaving Company,

Limitedc

Name, Address. Description.
Dorab R, Cama. Malabar Hill. Baroaet.
Solomon lsaac. Reclamation. Koigbt.
William Jordan. Apollo Bunder, d. P.
Thakersey Gordhandas. | Mandvi Bazaar. Merchant.
Ebrahim Ludha. Cumballa Hill. Merchant.
Janardhan Phadke. Girgaum Road, Physiciaa.
Chunilal Desai. Walkeshwar Road. Vakil, High Court.

description of applicant 10, Church Gate Street,
for Registration. Bombay.

Dated this 21st day of August 1915.

Signature, address and } John Fernandez,
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Form of the Declaration of Compliance.

The declaration of compliance will have to be drawn
out in the following forms :—

The Indian Companies Act, 1913.

DECLARATION OF COMPLIANCE.
with the
Requisitions of the Indian Companies Act, 1913.

made pursuant to Section 24, Sub-section 2, on be-
half of a company proposed to be registered as

THE BOMBAY SPINNING & WEAVING COMPANY
LIMITED.

1 John Fernandez, of 10, Church Gate Street,
Bombay, and 56, Frere Road, Bombay, do solemnly declare
that I am the Secretary named in the Articles of Asgsocia-
tion of the Bombay Spinning and Weaving Company
Limited, and that all the requirements of the Indian
Companies Act 1913, in respect of matters precedent to
registration of the said company and incidental thereto
have been complied with. And I make this solemn De-
«claration conscientiously believing the same to be true.

Declared at my office, High Court,
Bombay the 21st day of August
one thousand nine hundred and
fifteen.

t John Fernandez.

Before me
P. Wadia,

Commissioner for oaths.
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Application and Allotment of shares.

The usual practice is to issue the prospectus to the
public by advertising it in the first instance in the news-
papers as well as furnishing copies of same to individuals
applying for same. A date is fixed up to which the applica-
tions are to be open. Usually an arrangement is made
with the company’s bankers to receive applications and
the public are requested to address these applications to-
gether with the application money to these bankers. The
bankers collect the applications in their proper order,
enter the application money in the proper order of dates in
the pass book allotted to the company, and sign and hand
over a receipt for the money to the applicant on the receipt
form which is generally attached to the application forms
ready to be filled in and detached. After the close of the
last date of application the bankers forward the applica-
tions together with the pass book to the Company’s office.
If the minimum subscription as fixed by the memorandum
or the articles and named in the prospectus, or where no
such minimum is fixed, the whole amount of the share capi-
tal offered for subscription, has not been subscribed for
within one hundred and twenty days after the issue of the
prospectus, all money received from the applicants must
be immediately repaid. Failing such repayment within
further ten days the directors of the company make them-
selves jointly and severally liable to repay same with in-
terest at the rate of seven per cent. per annum from the
expiry of the one hundred and thirtieth day after the first
issue of the prospectus (8. 101. Comp. Act 1913). All
allotments made in defiance of this rule shall be voidable
at the instance of the applicant within one month after the
holding of the statutory meeting even though the company
may be in course of liquidation by that time.
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We shall however assume that the minimum sub-
scription has been applied for. The applications are then
to be considered by the directors at their Board Meeting to
be held for that purpose. It may be added that the articles
usually give the Directors the power to reject any applica-
tion, or transfer, without giving any reason. Thus the
Directors are in a position to select from the applicants
members of their choice. There are also occasions when
the number of applications for shares are in excess of the
actual amount offered to the public. Here also a discre-
tion is to be used as to whom the letters of allotment and
to whom the letters of regret should be sent. The work of
selection occupies a number of hours, if not days, in case of
large Companies and therefore the most convenient course
is to delegate this work to a small committee consisting of
the chairman and a couple of directors whose recommenda-
tion or selection is formally approved at the next Board
Meeting.

Form of Application Letter.

The form of application duly filled in will be as

follows :—

TO THE BOMBAY SPINNING & WEAVING COMPANY,
LIMITED.

GENTLEMEN,

Having paid to the Company’s Bankers, the National
Bank of India Limited, the sum of Rs. 100 being a deposit of
Rs. 10 per share on tenshares in the abovenamed Company,
I request you to allot me that number of shares upon
the terms of the Company’s Prospectus dated the 21st day
of August 1915 and I hereby agree to accept the same or
any smaller number that may be allotted to me and to pay
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the balance of Rs. 990 per share as provided by the said
Prospectus, and I authorise you to register me as the Holder
of the said Shares.

NAME IN FULL, Jivanji Pragji

ADDRESS, 15, Church Gate Street,

DESCRIPTION, Merchant,

DATE, 21st August 1915,

SIGNATURE, Jiwanji Pragji.

A receipt form is generally annexed to the applica-
tion form as shown above and as soon as the applicant
pays the money either at the Company’s Office or at the
Office of the Company’s Bankers, the Bankers fill in that
receipt form, sign it and return the same to the applicant.
The receipt is in the following form :—

THE BOMBAY SPINNING & WEAVING COMPANY,
LIMITED.

Banker’s Receipt to be retained by the Applicant.

Received this 21st day of August 1915 of Mr. Jivanji
Pragji the sum of Rs. 100 being a deposit of Rs. 10 per
share upon 10 shares in the abovenamed Company.

For the National Bank of India, Limited.

M. McDonald

Cashier Stamp.

14
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Form of Allotment Letter.

The Directors’ Board Meeting would then be held at a
fixed date to consider the applications received, at which
meeting the directors would decide whether they are to
allot all the shares applied for or in case where a larger
number is applied for than available, the directors would
decide as to whom the Letters of Allotment or the Letters
-of Regret should be sent. Assuming that the above appli-
ccant has been allotted the shares he applied for, the Letter
of Allotment would be in the following form :—

THE BOMBAY SPINNING & WEAVING COMPANY
LIMITED.
Bombay 27th August 1915.
To
Mz. JIVANJI PRAGJI,
DEAR Sir,

I am directed to inform you that in accordance with
your application, the Directors have allotted to you 10
shares of Rs. 1,000 each in the above Company.

The sum of Rs, 100 per share is payable thereon up
to and on allotment making the sum of Rs. 1,000 in res-
pect of which you have paid on application Rs. 100 leav-
ing a balance of Rs. 900 payable by you, which I am ins-
tructed to request you to pay to the Bankers of the Com-
pany, the National Bank of India, Limited.

It will be necessary for you to produce this Letter of
Allotment at the time of payment.
Yours truly,
J. FERNANDEZ.
Secretary, protem.
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The share certificate.—

After the shares are allotted and the allotment money is
paid,the'Applicant, who now becomes a shareholder, gets his
share certificate. These certificate forms are generally printed
in book form with a perforation dividing the same from the
counterfoil. This counterfoil, which records the same parti-
culars as the original share certificate, forms a convenient
record for reference. A share certificate is prima facie
evidence of the title of the member to the share or shares
held by him as indicated therein. As per the rules of
almost all the Stock Exchanges of the world the holder of
shares who sells them has to deliver to the buyer
this share certificate together with a transfer form duly
filled in and signed by himself. The holder of the share
certificate therefore should carefully preserve the same. In
case the same is lost a new certificate may be obtained
from the company as per the regulations provided for in
the articles. Usually the regulations applying to such
cases provide that the applicant for a new certificate who
alleges that the original is lost, stolen or destroyed,
ought to give an indemnity bond by which he undertakes
to make good any loss which the company may suffer through
this lost certificate falling in the hands of some innocent
person or under any other circumstances. A third person’s
guarantee, besides the indemnity bond of the shareholder,
is in some cases insisted on. These precautions are con-
sidered necessary because the share certificate is considered
a8 “‘a declaration to all the world that the person in whose
name the certificate is made out, and to whom it is given,
is a shareholder in the company, and it is given by the
company with the intention that it shall be so used by the
person to whom it is given, and acted upon in the sale and
transfer of shares.”” (In re Balina and San Francisco Ry
Co., 1868, L. R., 3. Q. B. 584). The share certificate is
made out generally in the following form :—
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No. 1234-1243.
THE BOMBAY SPINNING & WEAVING Co., Ltd.

Stamp.

This is to certify that Mr. Jivanji Pragji of 15,
Church Gate Street, Bombay, is the holder of 10 shares
numbered 1234-1243 inclusive, in the above Company,
subject to the provisions of the Memorandum and Articles
of Association of the Company; and that the sum of
Rs. 100 per share has been paid in respect of each of the
said shares.

Given under the Common Seal of the said Company,
this 1st day of September 1915.

D. R. CAMA, .
SOLOMAN ISAACS, } Directors.@
THAKERSEY GORDHANDAS,

J. FERNANDEZ, Secretary.

No transfer of any of the abovementioned shares can be registered
without production of this certificate.

Form of call letter.

The Directors may then make calls on account of these
shares as may be found necessary and convenient for the
working of the Company and after having decided at their
Board Meeting to make a call, the Secretary has to send
out notices of call which are generally printed with counter-
foils bound in book form and consecutively numbered. The
Call Form in the Book of the Notices of Call would be as
under :—
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No, 113,

The Bombay Spinning &

Weaving Co., Ltd.
Notice of Call.
Shares Nos, 1234-1243.

Date of Call, 1st November
1915,

Amount per share Rs. 50.
Aggregate amount Rs. 500.

When due, 15th November
1915,

‘When paid, 15th November
1915.

Name of Member,
Jdivanji Pragji,

Address, 15, Church Gate
Street, Bombay.

Pate of Posting Notice, 1st
November 1915.

Where posted, G. P. Office.

109

Notice of Call,

This form to be sent entire to the
Bankers or the Secretary, accompanied
by the amount payable.

Notice of call of Rs. 50 per Share.

Making Rs. 150 per Share paid up.

No. 113. "Shares Nos. 1234-1243.
The Bombay Spinning & Weaving
Company, Limited.
Bombay, 1st November 1915.

Sir,—I have to inform you that at a
Meeting of the Directors of this Company
held at Bombay on the 1st November 1915
it was resolved that a call of Rs. 50 per
Share be made upon the Members of the
Company in respect of the moneys unpaid
on their Shares payable on or before 15th
November 1815 and 1 have to request
that you will, on or before that date pay
the sum of Rs. 500 (being the amount of
such call in respect of the 10 Shares
registered in your name in the Books of
the Company) to the National Baank of
India, Ltd. I am, Sir,

Your obedient servant,
FERNANDEZ, Secretary.

To MR. JIVANJI PRAGJI,
15, Church Gate Street, Bombay.
No. 113.

15th November 1915,
|

Stamp. |

Received of Jivanji Pragji the sum of
Rs. 500 being the amount of a call of
Rs. 50 per Share on 10 shares in the
Bombay 8. & W. Co., Ltd.

DOSABHAI FRAMJI
Rs. 500,

Form of Application and Allotment Book.

The Applicationsand Allotments would then be entered
in the Application and Allotment Book which is ruled as

under : —
No. of |
Date of No, of
No. ofl Applicant’s |p.q;qence.|Protession. | Appli shares | g,
. . plica- . shares
fetter. pame. lzion_ A%gl;.ed allotted.
15 1915 \
87 |Jivanji Pragji.| CRUr® |Merchaot, |AuBUSt2l| 10 10
Street.
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The Share Ledger.
The entry made in the Share Ledger on a separate page allotted to
the name of the particular shareholder is as follows :—
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The Call Book.

) For‘each of the calls made, a Call Book is made out
with rulings as under and filled in as shown below :—
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The Share Transfer Book.

- The above books, viz. the Application and Allotment
Book, the Call Book, and the Share Ledger are subsidiary
books kept simply to keep a minute record of the whole
capital of the Company as held by the different share-
holders, the amount actually paid by them and the amount
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actually due by them. There is also an additional book
known as the Share Transfer Book which records all details
as to the transfer of shares from one person to another as
shown in the form below :—
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Letters of Regret.

In case of those applicants however who are mnot
allotted the shares they applied for, ‘“Letters of Regret’
are forwarded by the Secretary informing them that the
Shares were not allotted to them. The Shares are not
allotted for various reasons. Most frequently this course
has to be taken because a larger number of Shares may
have been applied for than are available, in which case the
Directors naturally select those applicants whom they con-
sider to be the most desirable to be admitted asshareholders
and reject the rest. It often happens that even though all
the shares are not applied for, there may be among the
applicants some who in the opinion of the Directors are
not desirable men to be allowed to buy the shares of the
Company for one reason or another, and are thus refused
allotment. Letters of regret have tc be sent to those
applicants whose applications are rejected. They are in
the following form :—

LETTER OF REGRET
THE BOMBAY SPINNING AND WEAVING
COMPANY LIMITED.

Registered Office, Esplanade Road
Bombay, 20th August 1915.

Karsondas Kanji, Esq.,
Share Bazaar, BOMBAY.

Sir,

I regret to inform you that the Directors are unable
to allot you any of the Ordinary and Preference Shares of
this Company, in compliance with your application for 75
Ordinary Shares and 25 Preference Shares.

15
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Please find enclosed a cheque for Rs. 1,000 being the
amount paid by you on the abovementioned application,
and I shall be glad if you will sign the form of receipt at
the foot of the cheque sent herewith, and present the same
for payment through your Bankers (with the original form
of receipt attached thereto).

As the cheque contains a form of receipt, no further
acknowledgment from you will be necessary.

Yours faithfully,
J. Fernandez,
Secretary.

No. 543167 Bombay, 20th August 1915.

Stamp.

The National Bank of India, Ltd., Bombay.
Pay to Karsondas Kanji, Esq., or order, the receipt
below being signed, the sum of Rupees One Thousand,
For the Bombay Spinning & Weaving Co., Ltd.,
D. R. Cama, DIRECTOR.
J. Fernandez, SECRETARY.

RECEIPT

24th August 1915.
Received of the Bombay Spinning & Weaving Com-
pany, Limited, the sum of Rupees One Thousand, being
the amount deposited by me on application for one hundred
Shares in the same.

Rs. 1,000-0-0 Stamp.
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Share Transfer Form.

We saw in the Share Transfer Book that one of the
Shareholders, Mr. Jivanji Pragji, of thecompany transferred
five shares from his name to that of Mr. K.Ganguli. The
transfer is effected by filling in a Share Transfer Form which
is to be signed by both the seller Mr. Jivanji Pragji and
the buyer Mr. K. Ganguli. The seller here offers to
transfer his right, title and interest in these five shares to
the buyer Ganguli and the buyer on the other hand agrees
to take over the Shares with all rights and liabilities
arising therefrom in case the shares are not fully paid or
when the company is an ‘unlimited” company. The
Transfer form runs as follows :—

SHARE TRANSFER.

I, Jivanji Pragji,of 15, Church Gate Street, Bom-
bay, in consideration of the sum of Rs. 5,500 paid
by K. Ganguli, of Chandanwady, Bombay, Rail-
way Guard, hereinafter called the said Transferee,
do hereby bargain, sell, assign and transfer to
the said Transferee: —Five fully paid Shares of
Rs. 1,000 each, numbered 1234 to 1238 inclusive, of
and in the undertaking called The Bombay Spinning
& Weaving Co., Ltd., TO HOLD unto the said
transferee, his Executors, Administrators and As-

J. Fernandez,—Secretary.

Office.

signs, subject to the several conditions on which I
held the same immediately before the execution
hereof ; and I the said Transferec do hereby agree
to accept and take the said Shares subject to the
conditions aforesaid As WITNESS our Hands and
Seals, this first day of December in the Christian
Year One Thousand Nine Hundred and Fifteen.

Certificate of the within mentioned five Shares has

been lodged at the Co.’s
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Signed,sealed,and
delivered, by the above Jivanji Pragji.

named Jivanji Pragji, in
the presence of
Signature, ....coeveiiiieiinnnn evee T
Witness’s< Address,..cceveeneeeereenenenennes @g
Oceupation,.ieecseceesensacnsnnss
Signed, sealed, and delivered,

by the abovenamed, K. K. Ganguli.
Ganguli, in the presence.

of
Signature, coocvvviiviieinniinnnns R
Witness's< Address,c..ceenennenn. eseeererenns (Seal)
Occupation,..ccceeereeeiieecennee —
Signed, sealed, and delivered,
by the abovenamed,.........

------------------------------------

in the presence of
Signature,.......
Witness’sd Address,ceeeeeieiiiensvennirennnns éeal.)
Occupation,..ceveeesenencrienanes :
Signed, sealed, and delivered,

by the abovenamed,.........

D N Y TR YRR

in the presence of
Signature, ...coevvieeiireniinnen ~
Witness’s{Address,........................... @eao
Occupation,eeeeeeeesiiercenencnens ~—
The Share Transfer Form requires to be stamped A.D
VALOREM and in computing the stamp duty the con-

sideration paid by the buyer to the seller has to be con-
.sidered. The transfer contains the consideration amount
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for which the shares are sold, but it often happens that the
consideration as shown and inserted in the “Transfer Deed”
differs from that which the original seller actually receives
from the original purchaser when for instance, before the
transfer isactually effected the original purchaser hasagain
sold away the shares to a sub-purchaser. Here according to
Lawthe actual amount paid by the sub-purchaser to the origi-
nal purchaser would have to be entered as ‘“‘consideration
money’’ in the Transfer Deed and not the actual amount which
theoriginal seller received from the original purchaser.

It may be added here that in case of well established
Companies that have worked for a number of years,
paid satisfactory dividends, and shown very good
results, a second or a subsequent issue of shares is often
made with a view to collect further capital in order to
extend the scope of the business. In such cases the new
issue of shares is naturally in great demand and is quoted
at a premium in the market. The directors in such cases
generally follow the wise plan of giving the old share-
holders the first opportunity to purchase these shares and
in such a case this opportunity to purchase shares
in proportion to the number of shares already held in the
company is in itself an asset of some value which can be
sold or transferred to some one else. In this case the
secretary will be instructed to address letters informing
the shareholders of the right which they can exercise and
attached to these letters there are two printed forms wviz.,
(1) the Form of Renunciation and (2) the Form of Accept-
ance. If the shareholder prefers to exercise this right himself.
in his own name lLe fills in the last named ‘‘ Form of Accept-
ance’’ and sends the same to the secretary. On the other
hand if he wants to waive his hight for the shares in favour
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of some other person, he fills in the first Form viz., the
‘“Form of Renunciation.”

Form of Renunciation Letter.

THE BOMBAY SPINNING AND WEAVING
COMPANY, LIMITED.

15, EspLANADE RoAbD,
Bombay, 1st September 1915.

To,
Naoroji Bomanji BHsqr.,
Tamarind Lane, Fort,
BOMBAY.
Sir,

INCREASE or CAPITAL.

As a Member of the Company you are entitled to an
allotment at par of 50 new Ordinary Shares about to be
issued, in accordance with the special resolution passed on
the 28th August 1915, being at the rate of two new
Ordinary Shares for every four Shares now held by you.

Unless I hear to the contrary meanwhile, the 50

Ordinary Shares in question will be allotted to you on the
15th September 1915.

Should you desire to renounce your right to such
allotment in favour of some other person, please be good
enough to sign the Letter of Renunciation below, and have
it forwarded to this office on or before 10th September.
This letter is not to be detached.

Your obedient servant.
J. Fernandez,

Secretary.
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LETTER OF RENUNCIATION.
To

Stamp.

The Bombay Spinning & Weaving Co., Ltd.,

Being entitled to an allotment at par of 50 Ordinary
Shares of Rs. 1,000 each in the above Company, I hereby
renounce my right to such allotment and hereby request
you to allot such Shares to :—

(Full Name) Abdul Husain Taki, Esqr., Merchant,

(Address) Chuckla Street, Bombay.

(Signature) Naoroji Bomanji.
(Date) 7th September 1915.

LETTER OF ACCEPTANCE.
To the Bombay Spinning & Weaving Company, Limited,
I agree to accept the above 50 Ordinary Shares, and to
pay the calls therecon, and desire to be entered on the
Company’s Register of Members in respect thereof.
(Signed) Naoroji Bomanji.
(Address) Tamarind Lane, Fort, Bombay.
(Description) Engineer.
(Date) 7th September 1915.

Form of Notice of Call.

With regard to the notice of Call it may be mentioned
here that if a shareholder fails to pay according to the
notice, the Directors may at their Board Meeting decide
to forfeit his shares and in such a case the defaulting share-
holder will be still liable for the payment of the call
that was already made, in spite of the forfeiture. The
letter as to forfeiture written to the defaulting member
will be in the following form :—
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THE BOMBAY SPINNING AND WEAVING
’ COMPANY LIMITED.

15, Esplanade Road, Bombay,

Bombay 25th September 1915.
John Hardup, Esq.,

Elphinstone Circle,

BOMBAY.
Dear Sir,

I regret that you having failed to comply with the
notice forwarded to you on 15th August 1915 in which
I stated that your shares were liable to be forfeited in case
the first call made on your shares were not paid after the
date specified in my last letter, I am directed to inform
you that in the meeting held to-day the ten ordinary
shares Nos. 2300—2309 inclusive, which were registered
in your name, have been duly forfeited by the resolution of
the Board of Directors. The Directors have reserved to
themselves the power either to reissue the said shares or
to deal with them in any other manner as they may think fit
and in the meantime I have to point out to you that you
are still liable for the payment of the first call, in spite of
their forfeiture.

Yours faithfully,
J. FERNANDEZ,

Secretary.
Form of Statement in lieu of Prospectus.—

In case of companies who do not issme a prospectus
a statement in lieu of prospectus has to be issued. This
statement is in the following form :—
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The Indian Companies Act, 1913.

(Section 98.)

STATEMENT IN LIEU OF PROSPECTUS

filed by

THE BOMBAY SPINNING & WEAVING
COMPANY, LIMITED,

Pursuant to section 98 of the Indian Companies Act, 1913,

Presented for filing by

THE BOMBAY SPINNING &

WEAVING

COMPANY, LIMITED.
STATEMENT IN LIEU OF PROSPECTUS.

The nominal share capital of the Company ...

Divided into ...

Names, descriptions and addresses of directors
or proposed directors and of the Managers or
proposed Managers.

Minimum subscription (if any) fixed by the
memorandum or articles of association on
which the company may proceed to allot-
ment.

Number and amount of shares and debentures
agreed to be issued as fully or partly paid up
otherwise than in cash.

The consideration of the intended issue of those
shares and debentures,

Rs.
Shares of Rs, each,
" ” ”
” ” ”
1. shares of Rs.

fully paid

2. shares upon which
Rs. pershare credited
as paid.

3. Debentures Rs,

4. Consideration.

16
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Names and addresses of (a) vendors of property
purchased or acquired (b) or proposed to be
purchased or acquired by the company.

Amount in (cash, shares or debentures) paya-
ble to each separate vendor.

Amount (if any) paid or payable (in cash or
shares or debentures) for any such property,
specifying amount (if any) paid or payable
for good-will.

Amount (if any) paid or payable as commission
for subscribing or agreeing to subscribe or
procuring or agreeing to procure sub-
scriptions for any shares or dcbentures in
the company or,

Rate of the commission ... .oe

Total purchase
price Rs.
Cash — »
Shares . .
Debentures. ”
Goodwill

Rs. ——
Amount paid. Rs.

» payable. Rs.

Rate per cent.

‘Estimated amount of preliminary expenses ..

Rs.

Amount paid or intended to be paid to any
promoter,

Consideration for the payment ... o

Name of promoter
Amount Rs.

Consideration:—

Dates of, and parties to every material contract
(other than contracts entered into in the
ordinary course of the business intended to be
carried on by the Company or entered into
more than two years before the filing of
this statement).

Time and place at which the contracts or
copies thereof may be inspected.

Names and addresses of the auditors of the
Company (if any).
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Full particulars of the nature and extent of the
interest of every director in the promotion
of or in the property proposed to be acquired
by the company, or, where the interest of
such a director consists in being a partner
in a firm, the nature and extent of the in-
terest of the firm, with a statement of all
sums paid or agreed to be paid to him or to
the frm in cash or shares or otherwise by
any person either to induce him to become,
or to qualify him as a director, or otherwise
for services rendered by him or by the firm
in connection with the promotion or forma-
tion of the company,

Whether the articles contain any provisions|Nature of the provisions.
precluding holders of shares or debentures
receiving and inspecting balance-sheets or
reports of the auditors or other reports.

(Signatures of the persons abovenamed as directors
or proposed directors, or of their agents authorised in
writing).

Form of Return of Allotments.

Tt should also be noted that as per the requirements of
the Indian Companies Act 1913 (S. 104) whenever a
company having a share capital makes any allotment of
its shares, 'a return must be filed with the Registrar
within one month of the allotment. This return has to
state the number and nominal amount of the shares com-
prised in the allotment, the names, addresses and descrip-
tions of the allottees and amount if any paid or due and
payable on each share and should be in the following
form :—
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THE INDIAN COMPANIES ACT, 1913.
RETURN OF ALLOTMENTS

or
THE BOMBAY SPINNING & WEAVING
COMPANY, LIMITED.

from the 21st day of August 1915 to the lst day
of September 1915.

Made pursuant to Section 104 (1)

of the Indian Companies Act 1913.
Number of Preference shares allotted payable in cash
Rs.
' o Ordinary v " v Rs.
Nominal amount of Preference shares so allotted, Rs.
' v Ordinary v s v Rs.

Amount paid or due and payable on each such

Preference share, Rs.

- v . v Ordinary s , Rs.
Number of shares allotted for a consideration other
than cash, Rs.

Nominal amount of shares so allotted, Rs.

Amount to be treated as paid on each share, Rs.

The consideration for which such shares have been
allotted.
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Names, addresses and descriptions of allottees of Shares
in the Bombay Spinning & Weaving Company Limited.

Surname. Personal name. Address.

Signature, (Sd.) J. FERNANDEZ.

Bombay, 2nd September 1915. Secretary.
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Form of the copy of the Register ot Directors.

A complete Register of directors or managers of every
Company must be kept containing their complete list of
names, addresses and occupations. This has to be filed with
the Registrar from time to time showing changes. This will
be in the following form :—

The Indian Companies Act, 1913.
Copy of Register of Directors or Managers
of
THE BOMBAY SPINNING & WEAVING
COMPANY LIMITED

and of any changes therein.

(Pursuant to Section 87 of t