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What is a Prospectus and its importance? TRl &1 g 3R 3P Hed FT 82

Sec. 2(70) of the Company Act, 2013 defines prospectus as ‘prospectus’ a document described
or issued as a prospectus and includes a red herring prospectus refer to in section 32 or shelf
prospectus referred to in section 31 or any notice, circular advertisement or other document
inviting offers from the public for the subscription o purchase of any securities of a body
corporate.”

e The company provides prospectus with capital raising intention. Prospectus helps the
investors to make a well-informed decision because of the prospectus all the required
information of the securities which are offered to the public for sale.

e Whenever the company issues the prospectus, the company must file it with the
regulator. The prospectus includes the details of the company’s business, financial
statements.

v To notify the public of the issue

v To put the company on record with regards to the terms of the issue and
allotment process

v To establish accountability on the part of the directors and promoters of the
company
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According to Companies Act 2013, there are four types of prospectus.

v

Deemed Prospectus — Deemed prospectus has mentioned under Companies Act, 2013
Section 25 (1). When a company allows or agrees to allot any securities of the
company, the document is considered as a deemed prospectus via which the offer is
made to investors. Any document which offers the sale of securities to the public is
deemed to be a prospectus by implication of law.
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Red Herring Prospectus — Red herring prospectus does not contain all information
about the prices of securities offered and the number of securities to be issued.
According to the act, the firm should issue this prospectus to the registrar at least three
before the opening of the offer and subscription list.
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Shelf prospectus — Shelf prospectus is stated under section 31 of the Companies Act,
2013. Shelf prospectus is issued when a company or any public financial institution
offers one or more securities to the public. A company shall provide a validity period
of the prospectus, which should not be more than one year. The validity period starts
with the commencement of the first offer. There is no need for a prospectus on further
offers. The organization must provide an information memorandum when filing the
shelf prospectus.
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Abridged Prospectus — Abridged prospectus is a memorandum, containing all salient
features of the prospectus as specified by SEBI. This type of prospectus includes all
the information in brief, which gives a summary to the investor to make further
decisions. A company cannot issue an application form for the purchase of securities
unless an abridged prospectus accompanies such a form.
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ESSENTIALS OF A DOCUMENT TO BE CALLED PROSPECTUS/ UfdaRUl g & aTdl
XA I farfar

> Invitation of subscription must be made to the public of share or debentures or
inviting deposits by the document.

The invitation must be made to the public or the purchasers.

Such invitation must be invited by the company or on the behalf of the company.
The invitation must be associated with debentures, shares or such other instruments.
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PUBLIC OFFER AND PRIVATE PLACEMENT

YV VVYVY

(1) A public company may issue securities:

(a) to public through prospectus (herein referred to as ‘public offer’) by complying with the
provisions of this Part; or

(b) through private placement by complying with the provisions of Part Il of this Chapter, or

(c) through a rights issue or a bonus issue in accordance with the provisions of this Act and in
case of a listed company or a company which intends to get its securities listed also with the
provisions of the Securities and Exchange Board of India Act, 1992 and the rules and
regulations made thereunder.
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(2) A private company may issue securities:

(a) by way of rights issue or bonus issue in accordance with the provisions of this Act; or

(b) through private placement by complying with the provisions of Part I1.
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MATTERS TO BE STATED IN PROSPECTUS:

(1) Every prospectus issued by or on behalf of a public company either with reference to its
formation or subsequently, or by or on behalf of any person who is or has been engaged or
interested in the formation of a public company, shall be dated and signed and shall state such
information and set out such reports on financial information as may be specified by the

SEBI in consultation with the Central Government. far<it TTasT-dh BT g1l ARSI
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(2) Nothing in sub-section (1) shall apply:

(a) to the issue to existing members or debenture-holders of a company, of a prospectus or
form of application relating to shares in or debentures of the company, whether an applicant
has a right to renounce the shares or not under sub-clause (ii) of clause (a) of sub-section of
section 62 in favour of any other person; or
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(b) to the issue of a prospectus or form of application relating to shares or debenture which
are, or are to be, in all respects uniform with shares or debentures previously issued and for

the time being dealt in or quoted on a recognised stock exchange. R} 1 fedr T efed
T UfAaRUI T $1de & ¥ 7 SR 3 & I, Sl ugel 9 S’ fobw 71e 2R 1 feeer
& Y It e A THA €, T8 aTal § SR fradt Argdt Une Teies TS | U fobg
QA1 IgYd fPUTTE]

(3) Subject to sub-section (2), the provisions of sub-section (1) shall apply to a prospectus or
a form of application, whether issued on or with reference to the formation of a company or
subsequently. Explanation: The date indicated in the prospectus shall be deemed to be the
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(4) No prospectus shall be issued by or on behalf of a company or in relation to an intended
company unless on or before the date of its publication, there has been delivered to the
Registrar for registration, a copy thereof signed by every person who is named therein as a

director or proposed director of the company or by his duly authorised attorney. ot du-t
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(5) A prospectus issued under sub-section (1) shall not include a statement purporting to be
made by an expert unless the expert is a person who is not, has not been engaged or interested
in the formation or promotion or management, of the company and has given his written
consent to the issue of the prospectus and has not withdrawn such consent before the delivery
of a copy of the prospectus that effect shall be included in Registrar for registration and a

statement to the prospectus. SU-YRT (?) & d8d SR U Hfdaror ffw foRiwg gr fean
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(6) Every prospectus issued under sub-section (1) shall, on the face of it:

(a) state that a copy has been delivered for registration to the Registrar as required under sub-
section (4); and (b) specify any documents required by this section to be attached to the copy
so delivered or refer to statements included in the prospectus which specify these documents.
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(7) The Registrar shall no register a prospectus unless the requirements of this section with
respect to its registration are complied with and the prospectus is accompanied by the consent
in writing of all the persons named in the prospectus. quﬁwﬁa&aﬁ
GSligrd a1 BT Ofd ddb fob Sch USInRUl b et T 34 TS 1 STIIAB TS Dl
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(8) No prospectus shall be valid if it is issued more than ninety days after the date on which a
copy thereof is delivered to the Registrar under sub-section (4). ﬁ'sc Wt ufgaror 3y T@ﬁfﬁ
gfe 98 39 IRRE & e a1 T 31fdes R} 1 St © o1 o S9! Ueh ufd SU-4RT (4)
& dgd IR Y & St B

THE CONTENTS OF A PROSPECTUS

The detailed contents of a prospectus are given in Section 26 of the Companies Act, 2013.
The prospectus must have the following contents:

v' The details of the corporate like name, its registered office address, its CIN number,
and the objects of the company.

v The details of the one who signs the Memorandum and their particulars of the
shareholding.

v The details of the Directors of the company.

v The minimum subscription amount that has been invited to the public share or
debentures.

v The details of the shares offered.
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The amounts payable on the stages such as on application, then on allotment and on
the further calls.

The details of the underwriters of the issue.

Details of the Auditors of the company and their reports of the profit and the losses
beard by the company.

The detailed procedure and time schedule for allotment and issue of securities.

The capital structure of the company.

The management perception of risk factors specific to the project.

The deadlines for the completion of the project.

The disclosures in such manner as may be prescribed about the sources of promoter’s
contribution.

Any litigation of legal action pending or taken by a Government Department or a
statutory body.
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DISCLOSURES TO BE MADE IN A PROSPECTUS/ T Ufdarul § U S aral
THCIHI:

General Information: The general information contained in a prospectus will be related to the
name and address of the company’s head office, officers, company secretary, directors,
bankers, legal advisers. It accounts for the primary objective and business operated by the
company. It describes the company’s capital structure in a specified manner. Further, it
contains information about the issue opening and closing date, procedure and terms for




allotment. It lists out the objective of the public offer and terms and conditions of the issue. It
also contains the consent of all the officers.
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Financial Information: The financial information includes reports provided by company’s
auditors in connection to the profitability, liquidity, assets and liabilities, etc. as well as the
report relating to the business in which the capital raised from the public will be utilized.

faxiia SR faxiia SMe R A Ut & T URlep! gRT ATHYGdT, diddT, Jufty 3R
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A g Ford ST § Fers 13 Yot &1 SUTNT faar Sie |

Statutory Information: The prospectus should include an official declaration concerning the
compliance of the Companies Act and also that the prospectus does not contain anything
which violates the provisions of the law.
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MISSTATEMENT IN A PROSPECTUS/ Ueh Ufdazur & TTad g1

The prospectus is trusted by the members of the general public for subscribing or purchasing
the securities and other instruments from the corporation and any misstatement by the
prospectus can lead to punishment. Misstatement in a prospectus occurs when a untrue or
misleading statement is included and issued in the prospectus. Any deletion and inclusion of
any matter which misleads the public is also a misstatement under Section 34 of this Act. For
instance, and statement which gives the incorrect location of the company’s office is
misstatement in the prospectus or any statement offering shares misleads the public is a
misstatement in a prospectus.
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LIABILITY FOR MISSTATEMENT WITHIN THE PROSPECTUS/ fdaxur & HiaR

Terd faa=ur & fore i




The one who gives the consent and signs the prospectus is to blame for any misstatement in a
prospectus. The Managers, CS and also the Directors of the corporation are answerable for
the same. However, mere signing won’t result in liability for misstatement if the person who
signed the prospectus is neither a Manager nor draws salary from that company. In the case,
Sahara India Commercial Corporation Ltd., SEBI 31st October 2018, on behalf of the
Director of the company, the Company Secretary signed the prospectus using their power of
attorney and SEBI concluded that the CS wasn’t chargeable for the misstatement within the
prospectus as the Director of the corporate.
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Misleading representation includes —

v' Any untrue statement

Statements implicating wrong impression
Mis-leading statements

Not disclosing true facts

Omission of data
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Liabilities for Mis-statements in prospectus/ wﬁwﬁmm%mm

The liabilities for Mis-statements in prospectus can be covered under the following heads:

o Civil Liability/ ATRTR® &I
o Criminal Liability/ SRIN a1

Civil Liability/ TR ® <1l

Where a person who has subscribed for securities of a company based on any statement included or
any inclusion or omission of a matter, in the prospectus that is misleading and upon acting on the
content of the prospectus, suffers any loss or damage as a consequence, then the company and
every person who—
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FRA IR, TROMH & =0 F {3t 1t T a1 eifa) &1 a1 =1 ug e 8, bR ot 3k Ul
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is a director of the company at the time of issue of the prospectus, UfIaR01 SR B &

TG U BT 3T B,
or is named in the prospectus as the director of the company or agreed to become such

director, T1 UfAaR0 H U=t & fGRIe & &0 & A foran 1 § a1 U1 fFeRisd o7 &
[SEESEERES

or is a promoter of the company, I HYT BT mﬂa%

or has authorised/allowed the issue of the prospectus muﬁ@waﬁmﬁ%m
ifpa/srAfa & 8

and is an expert who has been engaged or interested in the formation, management or
promotion of the company. ﬁ?@ﬁﬁﬁ%@ﬁ%ﬁ, u‘q‘%r:fmwﬁwgaﬂ%
BIRICRCCI i

Shall be liable to pay compensation to every person, without prejudice to any punishment to
which any person may be liable, to every person who has suffered such loss or damage.

T ST o1 &ifagfel T YFTa B & forg STRerd! g, fom fsht < &, forgas fere
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Exemption from Liability/ aﬁﬁﬁﬂ?

No person shall be liable for misstatement if the person proves that- ﬁ'ﬁc ﬂ-ﬁTﬂ%W$ﬂ:{$%ﬁ
FARerl) TEY gn afe cafad ug wifed R ear g fob-

v

the person had withdrawn his consent before the issue of the prospectus. If a person who
had consented to become the director of the company, withdraws his consent before the
issue of the prospectus and that it was issued without his consent.

or the prospectus is issued without the consent or the knowledge of a person. In case the
prospectus was issued without the knowledge or the consent of a person, and after knowing
of its issue, the person gives a reasonable public notice specifying that the prospectus was
issued without his consent.

e 7 UfIaR0 TR - 9 Ugd 310 Jgafd ary o ot ot | afe w13 safad form ot
& Fe=® 994 & fore TgAfd < i, 98 Ufdarur IR 34 ¥ Ugd 30! Ygdfd argy o il
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Issuance of Prospectus with intent to defraud or any other fraudulent purposes—

Where it has been proved that a prospectus has been issued with an intent to defraud the
applicants for the securities of the company or any other person for that matter or for any
other malicious purpose, each person referred in the above-mentioned passage shall be
personally liable, without any limitation of liability, for all or any of the damages incurred by
any person who had subscribed to the securities on the basis of such prospectus.
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Criminal Liability/ &Wﬁﬁm(_d

Section 63 of the Companies Act deals with criminal liability for mis-statements in

prospectus. HUT HTATH DT YRT 63 UAaRUI T 7Terd fdaRor o ford STURIfAS 1 &
. .f% %

Where a prospectus issued, circulated, or distributed includes any statement that is untrue
or misleading in any form in which it is included or where any inclusion or omission of any
matter is likely to mislead, every person who authorises such issue of the prospectus shall be

liable for fraud. STgT SR} faru 7Tu, uf=nfera o faafvd fu e ufdarur & 15 it sa=
SMiEra € o fopadt +ft =0 & ey a1 yies § fored 39 <nfiya fosan man g ar oret foedt +ft
A & et ot THTaRT A1 I A THRTE B B ST 5, YA SAfa ol Ufaarul & 08
e, B! SHfIPd Il ¢ dIRTS! & e ITRar |

“Fraud” under Sec. 447 comprises of an act, omission, concealment of any fact with an
intent to deceive, gain undue advantage, or to injure the interests of the company, its
shareholders, its creditors or any other person. It is not necessary that such an act involve
any wrongful profit or wrongful loss. If a person commits abuse of position, then that shall

also be considered fraud under this section. W%ﬂ%ﬁ "%ﬂ@?ﬁ_ﬁ" | 447 H ﬁh@éﬁ, \’rﬂﬁﬁ‘[
STH UTC B T U, I IRYRDI, IHb A-IGRI AT fobdl 3 ferd o fgell ol
IHIH UgdH & e A U AT , I, frdt 1t 321 o gurn e § | 98 Sawas
T8I 3 fp U aRE & 1 A I3 7Tad AT 1 ITad e i 81| afg pig sfdd ug &
SOUANT Rl g, A1 34 o 30 YRT & d8d URaTerSt |1 S|

REMEDIES FOR MISSTATEMENTS IN PROSPECTUS/ UfdaRUl § TTeldadHl &

fere Sura

Remedies for civil liability/ TFTR® &I & fore Iur™

%here are two remedies available against company: U & RIS & IUM Iuds
v Revocation of the Contract- The person who purchased the securities can cancel the

contract. The money will be refunded to him, which he paid to the company.

v 3eY &1 FREA - wfayfadt &t Wi arar ufdd ey &l g o gdhdl o | 98
T Y a0 HR Fean S, forgesT Y 39 dut &1 far T

v Damages for Fraud- After revocation, the shareholders can claim damages from the
company by filing a case in the court.

v URETYS! & [ THUM- FREA & 916, ARURS SHaTad H HTHd Gol did du]
Y IHUH HI a1 IR THhd g |
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Remedies against the Directors, promoters and the authorized persons who issued the
prospectus: TfAaRUr ST HRA aTat 1!, Uade! SR Wifdigd aafaadl & favs
SUdR:

v Damages for misstatement- Compensation will be given to the shareholders for the
loss by the directors, promoters and the authorized persons. T faarur & 1%112
THIH- FCR!, THIeR) 3R 31figpd aafaaal gRT Ju & [T TRRURE®! 6l
T3 {Ta fGam S|

v Damages for non-disclosure- Fine of Rs. 50000 ad recovering the damages must be
given by the people who mislead the purchasers from the one that is chargeable for

the damages. TR-U&CIHRUT & AT §OHT- ST BT JHMT | Yoooo AU goIH &1
IS A a1l AT gRT a1 ST A1fe T ST BRIGR &l T & ol age o
qrd § TFRIE HRd & |

Remedies for criminal liability/ STORTE® IR & T IURA

Imprisonment up to 2 years or Rs. 50000 fine must beard by the people that mislead.
Person who knowingly issued a misstatement is punishable for imprisonment up to 5

years or with a fine Rs. 100000 or both. 2 TTd T I oG AT . ARG B aTdl Bl
50000 BT AT SREX T A6 T | SITHGADHR TTeld §AT SIRT H=- a1t Hfad Dl
5 T A% BI dhg a1 SUY o S U &fSd fovar o1 ¥ahdT g1 100000 AT G|
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