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ABSTRACT 

Raising capital isn't only a finance-based decision but rather is also about the way in which 

shareholders govern the company through statutory meetings of their respective boards. This 

paper will look at the part that board meetings and member meetings play in making capital 

raising decisions governed by companies' respective governing statutes, via the Companies 

Act 2013. By investigating how board and member circumstance will affect decision making 

with respect to the issuance, allotment and transfer of securities through discussions, 

disclosures, notice procedures, quorum parameters and voting (collectively the “Nature”) the 

research determines that the nature of corporate meetings has a significant and profound 

impact on the future of companies in terms of their ability to obtain financial asset resources. 

Using a single qualitative methodology (analysing the resolution of a specific company and 

how the board's and members' resolutions were agreed upon) and a mix of qualitative 

methodologies (analysing both the specific company resolutions and how they were ratified 

against the Companies Act 2013's requirements for boards and members), the research will 

determine whether statutory corporate meetings truly provide an effective platform for 

transparency in decision making or simply a means of establishing the required ritualistic 

procedures. The research also aims to determine whether shareholder rights, e-voting 

provisions and enhanced governance under the Companies Act 2013 provide greater levels of 

accountability and quality to such decision making. 

These findings will serve to clarify the extent to which properly managed meetings lead to 

informed decisions about raising capital, improved investor trust and increased corporate 

credibility. This study ultimately shows how statutory meetings are not just a procedure but 

an important governance tool that will help guide corporate financing strategies in a legally 

compliant and transparent manner to create value. 
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INTRODUCTION- 

In today's business world the decisions made by corporations regarding how to raise funds 

are one of the most important decision-making processes that a corporation has to go through. 

Raising capital can come through share issuance, debentures, private placements, or rights 

offerings, and capital-raising decisions shape not only the financial flexibility of a 

corporation, but also the structure of ownership and long-term growth potential. Raising 

capital is not just about finance; it is also part of the corporate governance framework that 

companies are required to comply with, specifically through Board Meetings and Members' 

Meetings required by the Companies Act of 2013. 

The Companies Act of 2013 made a fundamental change in corporate governance in India by 

increasing transparency, accountability, and participation in the governance of corporations. 

Some of the most meaningful reforms instituted by the Companies Act of 2013 include 

improved procedures for board meetings, increased disclosure requirements, electronic voting 

systems, detailed notices of business to be transacted at board meetings and giving 

shareholders the right to approve major capital spending by corporations. With the passage of 

the Companies Act of 2013, statutory meetings no longer serve as a formalized process for 

making decisions pertaining to the financing of a corporation, they now serve as important 

venues for discussions and approval of financing strategies used by the corporation.As 

fiduciaries tasked with acting in the best interests of the corporation, Boards of Directors 

provide essential guidance to assess the financial need for capital, analyse the associated 

risks, and authorise security offerings. In contrast, Members’ Meetings AGMs and EGMs are 

democratic forums through which shareholders can review the corporation’s capital raising 

proposals, vote on capital raising resolutions, and that the capital raising is consistent with the 

broader interest of relevant stakeholders. Through the collective work of the Board and the 

Members, the effective governance system is established which greatly influences the basis, 

timing and way capital raising will occur. 

Nevertheless, current academic literature primarily concentrates on capital structure theories 

or financing instruments, with very limited reference made to the governance and procedural 

processes which give rise to such capital raising decisions. This study aims to address this 

gap by providing a critical examination of the potential that Board and Member meetings 

have to influence capital-raising outcomes. In particular, this study seeks to determine 

whether Statutory Meetings function as truly participatory, transparent and decision enabling 

forums for shareholders, or simply as procedural formalities required by law. The purpose of 

this study is to investigate the relationship between corporate governance process and 

financial strategy by analysing meeting notices, quorum compliance, voting patterns, board 

resolutions, and shareholder participation for a limited number of Indian firms. This research 

will also reveal how meeting structure can influence investor confidence, the protection of 

shareholder rights, and whether capital-raising activities comply with the Companies Act, 

2013.  

Moreover, the results from this study position statutory meetings as an essential component 

of corporate finance and show that effective meetings are not just a legal requirement, but 

rather a strategic governance tool that can affect the financial future of a firm. 

 



CONCEPTUAL FRAMEWORK OF CAPITAL RAISING AND CORPORATE 

DECISION-MAKING- 

As a corporate finance decision, raising capital is one of the most strategically important 

actions a company can take; it will affect not only the company’s future growth but also how 

the company is governed, what risks it takes, and how long it continues to operate. Capital 

raising generally encompasses many different forms of financing equity offerings, private 

placements, rights offerings, and debt instruments each of which affects the company’s 

ownership structure and the ability of managers to control the company and to leverage the 

company financially. The Companies Act of 2013 establishes a framework for capital raising 

through a legal framework that facilitates formal procedures, rather than random and 

uncoordinated procedures by corporate managers (e.g., Sections 23, 42, and 62 of the 

Companies Act establish formal legislative processes for raising capital through an issuance 

of shares). Under the Act, there is a significant amount of discretion, negotiation, and 

strategic consideration for boards of directors and general meetings in relation to capital 

raising. 

To fully understand the theoretical basis for capital-raising decisions, it is essential to 

understand that capital-raising decisions are multi-layer decisions, impacted by financial 

requirements, market developments, regulatory requirements, and the expectations of the 

company’s key stakeholders. The classical theory of corporate finance states that companies 

seek to raise capital to optimise the company’s capital structure, reduce the company’s cost of 

capital, and maximise the company’s shareholder value. These broad goals are significantly 

influenced by governance issues; particularly, the relationship between the Board of 

Directors—who provide a level of strategic guidance—and the shareholders, who give 

legitimacy to many of the most vital financial decisions made by the company through their 

democratic participation as equity owners. This relationship becomes especially important in 

the context of shareholder decision making with respect to decisions that alter the shareholder 

base or introduce a substantial degree of risk; and thus, the discussion pertaining to these 

decisions must be held in accordance with shareholder interests to promote trust and 

transparency in the decision-making process. 

While the governance framework in India is regulated by the provisions of the Companies 

Act (the Act), which prescribes a dual-approval process for most capital raising activities, the 

initiation, development and completion of such an approval process involves both the Board 

and the Members of a corporation. The Board has the prerogative to cause the company to 

seek additional capital, to assess the capital-seeking process and to structure and finalise the 

terms and conditions of any financing; whereas the Members must provide approval or 

disapproval in accordance with the express provisions of the Act. Thus, the manner in which 

the corporate structure has evolved, and has developed over time through case law, e.g. Nash 

v. Lynde and subsequently in comparable cases before Indian courts, has indicated that 

different corporate organs within the company play unique but complementary roles within 

the context of their respective duties under the law. Therefore, the Board's exercise of its 

strategic authority will function in tandem with the residual ownership rights of the Members 

in establishing corporate democracy in the context of raising capital. 

The deliberative process that takes place at Board and General meetings is used as a venue 

for collectively reasoning through financial rationale, regulatory compliance, and long-term 



implications; such deliberations are essential for enabling the outcome of capital raising 

events, influencing investor confidence and changing market perception. Empirical research 

in the area of corporate governance indicates that the quality (as well as quantity) of 

deliberations at Board and General meetings has a significant impact on the result of the 

capital-raising exercise. The importance of these deliberative processes is also highlighted by 

the prescriptive nature of statutory requirements regarding notice periods for board meetings 

(as established in Section 173 of the Companies Act) and for general meetings (as outlined in 

Section 101 of Companies Act 2013), so as to facilitate informed and participatory decision-

making. 

Based upon these conceptual developments, it may be concluded that capital-raising is not 

solely a financial transaction, but rather a governance event, which is defined by the 

institutional norms, strategic considerations and legal requirements. The inclusion of the 

Companies Act 2013 establishes an environment in which the Board and Members work 

together to navigate through difficult financial decisions to ensure accountability and 

transparency. These are the principles underpinning the examination of the effects of Board 

and Member meetings on capital-raising outcomes, which will be developed further in the 

subsequent sections of this paper. 

GOVERNANCE ARCHITECTURE OF BOARD AND MEMBER MEETINGS IN 

CAPITAL RAISING DECISIONS 

The strength of a corporation’s governance framework--particularly its Board and Member 

Meetings--will directly influence the success of its capital raising decisions. Under the 

Companies Act, 2013, these meetings are not solely procedural but represent institutional 

frameworks through which a corporation rationalizes its strategic financial decisions (e.g., 

equity issuances, preferential allotments, etc.). Each of the above capital infusion categories 

requires rigorous evaluation of statutory compliance and managerial prudence before an 

ultimately favourable decision can be made by corporate fiduciaries at the Board level, who 

will initiate, evaluate, and recommend all such infusions to a company’s members to approve 

via collective vote. 

The Companies Act, 2013 also provides the foundational framework for governing these 

deliberative forums (i.e., Board Meetings and General Meetings). Specifically, Section 173 

mandates that corporations hold Board Meetings on a periodic basis thereby providing a 

formalized method for conducting strategic discussions on the capital-raising proposals of the 

company. Further, Sections 173 and 174 emphasize that the notice of the Board or General 

Meeting; participation by members in the meetings; and the quorum necessary to hold valid 

meetings must all be satisfied to ensure that capital-raising proposals are not rushed, 

arbitrarily generated or decided without thorough oversight. Likewise, the obligatory 

retention of minutes pursuant to Section 118 provides for the transparency and traceability of 

all discussions involving the issue of securities and the alteration of share capital, thereby 

providing an additional layer of accountability. 

In addition, Member Meetings, as governed by sections 96, 100, 101, and 102, help to 

provide a measure of democratic stewardship to the Board in capital-raising decisions that 

require shareholder approval (e.g., preference share issues (section 62(1)(c)) and private 

placements pursuant to Section 42). 



Finally, another means of reinforcing the governance structure is through the differentiation 

of the roles of the shareholders and the Board. The Board's role is to assess the capital 

requirements from a managerial, financial, and strategic perspective; while the shareholders' 

primary role is to evaluate the proposals from the perspective of ownership dilution, the 

potential for maximization of long-term value, and the protection of their rights. The courts 

have reaffirmed the importance of this dual-level scrutiny on several occasions. For example, 

in the case of Needle Industries (India) Ltd. v. Needle Industries Newey (India) Holdings 

Ltd., the Supreme Court stated that the issuance of shares must comply with both procedural 

fairness and bona fide intent to support the intertwined purpose of requiring both the Board's 

deliberations and shareholders' approval on capital-related matters. The case of Dale & 

Carrington Investment (P) Ltd. v. P.K. Prathapan illustrates that when a company misuses its 

power to issue shares often it's due to inadequate governance standards and scrutiny of the 

meeting. In addition, Section 102 of the Companies Act requires a company to provide 

detailed explanatory statements to shareholders, which allows them to make informed 

decisions and not just be passive shareholders. The use of e-voting and postal ballots to 

enable geographically disparate shareholders to make resolutions or decisions related to 

funding represents a significant step towards democratizing the governance structure. 

Collectively, these features illustrate that the governance structure surrounding Board and 

Member Meetings is not a mere procedural framework, but rather a legislative scheme 

designed to balance management's authority with shareholders' sovereignty.  

Ultimately, the Companies Act creates a system of governance that facilitates the negotiation 

of financial strategy rather than dictating and allows for a discussion around financial 

decisions rather than assuming and then formalizes that decision after going through multiple 

levels of review. When the system is functioning correctly, the process of raising funds moves 

from being simply about administrative tasks, to being about accountability of the company 

and its actions. Ultimately, this makes the effectiveness of these meetings essential in 

determining if a company can use the funds it is trying to raise to achieve its financial 

objectives, be compliant with all regulatory standards, and create long-term value. 

 

DECISION-MAKING DYNAMICS IN BOARD AND MEMBER MEETINGS: THEIR 

INFLUENCE ON CAPITAL RAISING OUTCOMES 

Funding decisions at Company and Member Meetings will ultimately determine how quickly 

a business will be able to fund their growth efforts. Unlike normal business decisions, 

providing funding requires the formation of a plan that encompasses many different subject 

areas such as risk mitigation, short- and long-term goals of the company, laws and 

regulations, and a clear understanding of key stakeholders' needs and interests. Therefore, the 

discussions that take place in these meetings are especially critical because they create clarity 

around an organization’s capital requirements and serve as the basis from which the Board of 

Directors can ultimately pass formal resolutions authorizing the company to obtain necessary 

funding to achieve its goals. 

Capital related discussions at the Board level typically begin with management having 

identified a need for additional funding. This can come as a result of; expansion, increased 

working capital, refinancing debt, or taking advantage of market conditions. Additionally, as 

a result of each Director’s fiduciary duty, the Board will have the opportunity to analyse 



available options for obtaining funding, including rights issues, preferential share allotments, 

placement of private equity, and issuing debentures. Pursuant to the provisions contained at 

section 42 and section 62 of the Companies Act 2013, the Board must undertake due 

diligence in reference to procedural and substantive factors such as valuation of shares, 

eligibility of Investors, provisions of disclosure, and the effect of the capital raised by the 

issuance of shares on the existing Shareholders through dilution. Although the issues subject 

to discussion between the Board members and their vote may be technical issues, their 

deliberations are shaped by the interpersonal dynamics of the Board, including the power 

dynamics between the Executive Directors and Independent Directors on the Board, the 

influence of the Promoters, and the level of managerial transparency. Independent Directors, 

as defined in section 149 of the Act, have an important moderating influence on these 

discussions by insisting on the evaluation of the relevant matters to add substantive integrity 

to the decision-making process. 

Judicial scrutiny of certain Capital Raising decisions has provided evidence of the influence 

of the dynamics of the Board on the capital-raising process. In Dale & Carrington Investment 

(P) Ltd. v. P.K. Prathapan, the Supreme Court held that decisions made without bona fide 

intent or deliberation may invalidate the capital-raising transaction and require that the Board 

has applied its mind at the time of its meetings with respect to the decisions made by it. 

Similarly, in Needle Industries (India) Ltd. v. N.K. Singh, the Supreme Court held that even 

though directors have been given broad discretion to issue shares, the exercise of such 

authority must be fair, transparent, and be for the purpose of furthering the corporate purpose. 

These decisions underscore that the dynamics of the Board with respect to the quality of their 

deliberations are critical in creating the legitimacy for capital-raising decisions. The dynamics 

of decision making among controlling shareholders occurs primarily in Member Meetings 

where emphasis is on collective reasoning among shareholders, rather than simply technical 

evaluations, and focuses primarily on shareholder rights, interests and long-term value issues. 

As such, shareholders consider issues of dilution or potential dilution as well as the 

credibility of Board recommendations regarding future financing; and, whether or not 

adequate disclosures were provided, based on the requirements of section 102. Decision-

making is influenced by the nature of shareholder participation—i.e. passive assent usually 

dominates in promoter-controlled entities, while active scrutiny is the norm in widely held 

companies. The advent of postal ballots and electronic voting has contributed to greater 

shareholder participation, decreased the degree of information asymmetry among 

shareholders, and increased the ability of minority shareholders to affect decisions on 

financial proposals. Similarly, the behaviour of shareholders is a major factor in determining 

the dynamics involved with capital raising decisions. In some instances, capital-raised by 

companies may be supported by shareholders who have predictably favourable views toward 

promoters; however, institutional shareholders generally exhibit a more analytical and 

independent approach to capital raising. Therefore, Member Meetings that exhibit lively 

debate and engagement by shareholders (i.e., asking challenging questions and seeking 

clarification regarding proposals) generally results in more balanced and transparent decision 

making. Conversely, capital raising decisions in environments where Member Meetings are 

merely perfunctory in nature will typically be supported by minimal debate or discussion and 

ultimately result in governance-related issues.  



As a result, Board and Member Meetings are not only organized by rules, but they also have 

a very significant effect on how well and how legitimately funds will be raised at a given 

meeting. While the rules (e.g., laws set forth in the corporate legislation) will guide an 

organization as to how it should operate, it is the dynamic nature of the meetings themselves, 

including the personal, strategic and informational interactions during the meeting, that will 

determine the overall results of the meeting. Therefore, it can be established that there are 

several criteria that must be met to ensure successful capital-raising programs, including the 

legal validity of the resolutions and the integrity, transparency and level of deliberation in the 

governance process that occurs prior to the approval of the resolutions. 

ASSESSING THE EFFECTIVENESS OF BOARD AND MEMBER MEETINGS IN 

SHAPING CAPITAL RAISING DECISIONS  

The success of Board meetings and Member meetings to influence the decisions of raising 

capital depends on how well those meetings actually carry out the intended purpose. The 

Companies Act, 2013 has provided a well-established system of law for conducting meetings, 

but the important question is whether those meetings are genuinely engaged in guiding and 

shaping the critical financial decisions of a company and are instead simply routine 

formalities providing no actual guidance in making those financial decisions. 

Effectiveness at the Board level is typically reflected in the extent to which Board members 

engage in relevant discussions regarding the company’s need for capital. When a director 

asks questions regarding proposals, comparisons to alternative means of funding and 

evaluates the implications of the various forms of securities set forth in sections 42 and 62, 

the meetings become an effective means of making decisions on those issues. In addition, 

independent directors provide an additional level of objectivity thereby preventing over-

utilization by either the promoter and/or the Management of the company’s Board or 

(referred to) as surrogate voting for the promoter. However, in certain companies, Board 

Members may appear to only participate in a procedural manner with little more than 

formality, whereby no substantive deliberation of the business/policies being presented 

occurs and the proposed resolution is approved. Many times judicial observations in various 

cases such as Dale and, Carrington have confirmed that when weak discussion processes are 

used as part of these processes, it can result in unsound or poorly justified issuance of shares 

that would prevent the financial integrity of the company, therefore the effectiveness of a 

meeting has a direct impact on the financial integrity of a company. The outcomes of Member 

Meetings can also vary widely in their effectiveness. The pivotal role of these meetings is 

when shareholder approval becomes necessary for particular actions to raise funds. The 

extent to which they help achieve this goal depends greatly on the extent to which clear 

disclosures are made in the explanatory document under Section 102 and whether 

shareholders are willing to question, debate or vote against the resolution. If there are good 

governance practices and active shareholders in the company, these meetings can provide 

helpful scrutiny on the company's decisions related to their capital-raising activities and will 

protect shareholders from excessive dilution or insufficient evidence to justify such dilution. 

If a company is controlled by only one promoter group, the results of the Member Meetings 

may already have been determined by the votes, which will reduce their impact even if 

procedures have been followed. 



In legal matters related to Member Meetings and Board Meetings, the courts have placed 

great importance on ensuring that shareholders provide meaningful input when they approve 

an action. Therefore, for Boards and Member Meetings to accomplish their intended purpose, 

the governance culture within the organization, the ability to provide transparent information 

to shareholders, the level of awareness among shareholders regarding the issues and how 

seriously the directors understand their role in governance are all key factors in determining 

whether the meetings are successful. When these factors create an effective environment for 

Member and Board Meetings, the meetings serve as critical checkpoints for improving the 

quality of capital-raising decisions. When they do not create an effective environment for 

these meetings, capital-raising decisions will become routine approvals with very little true 

oversight. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



CONCLUSION- 

Through this study, we have shown that meetings of members and boards, as defined by the 

Companies Act, 2013, are important for determining how to raise capital, but the actual effect 

of these meetings on that decision depends greatly on how well-run they are on an actual 

basis. The Companies Act sets out a solid framework for the conduct of such meetings 

through the necessity of notices being issued, quorums being present, disclosure of 

information, and shareholders approving the resolution but the actual effectiveness of these 

meetings depends upon the quality of discussions which occur during the meeting and how 

honestly the participants to these meetings are when making decisions. 

 A board's directors contribute to the effectiveness of board meetings by candidly assessing 

the various alternatives for raising capital and ensuring that they honour their fiduciary duties 

to shareholders. Although there are independent directors that can assist with contributing 

towards effectiveness of each board meeting, their reliance does vary by company. 

Additionally, the importance of properly held board meetings for the capital-raising process 

can be shown through reference to court cases such as Dale & Carrington, where the court 

found that a board meeting was not called in accordance with the provisions of the 

Companies Act, which had a significant effect upon the capitalising company's issuance of 

shares and demonstrated that proper deliberation and governance are critical for a company to 

make sound financial decisions. As with board meetings, member meetings serve as an 

important mechanism for shareholders to supervise the activities of their company so long as 

disclosures are appropriate and shareholders are engaged as participants. Although member 

meetings at companies with concentrated ownership will generally become a formality, 

member meeting approvals at companies with engaged shareholders have a significant effect 

on whether and how capital will be raised. 

Ultimately, it is important to note that the effectiveness of these meetings is based on the 

governance culture of the company rather than just on statutory compliance. Meetings will 

improve transparency and become genuine forums for discussion and accountability; they 

will create an environment to protect shareholder interests and generate more balanced 

financial decisions. A key component of strengthening the governance culture at the company 

is to improve disclosures (2) shareholder participation through informed decisions, and (3) 

the conduct of directors. As a result, the quality of the capital-raising decision-making 

process will depend on whether the directors have adopted sound corporate governance 

practices. 


