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BEST CITATION - SHIVANGI KUMARI, A PROMOTER OF A COMPANY IS THE BRAINS BEHIND ITS OPERATIONS, 
ILE LEX SPECULUM (ILE LS), 1 (1) OF 2023, PG. 305-307, APIS – 3920 – 0036 | ISBN - 978-81-964391-3-2. 

Introduction 

A team of people works together to build an empire rather than simply one person starting a 
business. Their initiative and perseverance are what drive the business' growth and monetary 
success. Promoters are people who persistently and morally strive to bring ideas to life. The promoter 
of a corporation is not a term acknowledged by the law, although being an essential part of the firm. 
In this essay, let's talk more about a company's promoter and the driving force behind the process. 

Key words - Promoters , Rights of promoters , Duties of promoters , section 2(69) of Companies Act 
2013 

 

An organisation promoter is what? 

The term "promoter" refers to a promoter who 
took part in the prospectus-writing process for 
the company. However, it does not include 
anyone who provided expert assistance in the 
company's establishment. The article looks at 
the numerous sorts, positions, and duties of a 
company's promoter. 

A "Promoter" is defined by section 2(69) of the 
Companies Act of 2013 as someone who: 

An individual who has been acknowledged as 
such in an offer document or by the company in 
the annual report pursuant to Section 92; or An 
individual who has direct or indirect control over 
the affairs of the company, whether as a 
shareholder, director, or in another capacity; or 
An individual who is customarily acting on the 
advice, directions, or guidelines of a person over 
whom the company's board of directors has 
regular contact. 

Types of Business Promoter 

The promoters could be full-time, part-time, 
financial, or management promoters. When a 
business first starts, a seasoned promoter gives 
the firm to the investors. Unfortunately, these 
promoters are terribly insufficient in poor 
nations. 

• Joint Stock Banks have successfully and 
significantly played the promoters' role. 

• Occasional promoters are those whose main 
objective is to aid businesses in becoming 
public. They don't typically work in promotion, 
but they do it occasionally for firms before 
going back to their original field of employment. 
Engineers, lawyers, and others might flog some 
businesses, for instance. 

• Financial promoters advertise financial 
institutions. When the financial environment is 
favourable, they often start this task. It was vital 
to promote new enterprises, and management 
promoters later obtained agency rights. 

The promoter is neither the company's agent 
nor trustee because they were non-entities prior 
to incorporation. The status of promoters has 
been attempted to define in some judicial 
issues. 

Promoter of a Company's Responsibilities 

Typically, company concepts are originally 
conceived by promoters. To decide whether the 
formation of a company is likely and lucrative, 
they conduct the necessary study. Then they 
coordinate the resources to start a firm to bring 
the notion to life; in other words, the promoter is 
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• Who chooses the company's name and 
ensures that the representative at the 
registered office will approve it? 

• Who chooses the specifics or content of a 
business's articles? 

• Who makes recommendations for the board 
of directors, bankers, auditors, etc.? 

• Who decides where the company's registered 
office or headquarters will be located? 

• Who creates and submits the prospectus, 
memorandum of association, and other 
important documents for incorporation 

How a business promoter works 

• The promoters have a substantial position and 
a range of powers when it comes to starting a 
business. 

• Even though it's interesting to note that, legally 
speaking, he is neither an agent nor a trustee of 
the proposed company 

• It doesn't imply that the promoter has no 
formal affiliation with the planned company, 
though. 

• They have a fiduciary duty to the firm they 
support as well as to the shareholders they urge 
to join. 

• Obligations as a promoter 

In India, a promoter of a corporation is liable for 
the following: 

• They are prohibited by the rules from using 
gains from business transactions or profits for 
self-promotion. 

• All funds received on the company's behalf 
must be deposited into the company account. 

• The promoter must exercise caution while 
carrying out their duties. 

• The promoters are fully accountable for any 
contracts that have been signed or are pending 
up until their approval. 

• In the event of any problems or false 
assertions regarding any investments, the 
promoter is required to pay compensation. 

Actions taken during a company's promotion 

The promotion of a business involves a number 
of steps, including: 

• Ideation: Having an idea and knowing how to 
put it into action is the first and most crucial 
stage. One needs to be familiar with the 
industry and search for prospects there. 

• Research: The promoters design a proper, 
well-planned structure for the administration 
and operation of their business. A professional 
opinion is obtained, and the cost structure is 
examined. 

• Name approval and registration: Following 
completion, the promoters are in charge of 
submitting an application and registering the 
business name with the Registration of 
Companies. 

• Appointments: Following this, the promoters 
take all of the professionals' appointments to 
complete various jobs and contracts. 

• Documents: In company law, the promoter is 
generally required to maintain all legal and 
official documents safe for incorporation and 
subsequent activities. 

Rights of Promoters 

The following are some of the rights of the 
promoters as members of the company and its 
incorporation: 

Ability to seek redress 

In the event of a partnership or when more than 
one promoter is involved in a company, one 
promoter may hold the other accountable for 
any misleading representations or concealed 
earnings. 

rights related to initial costs 

The Promoter is entitled to payment for 
reasonable expenditures as an employee of the 
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Business. It is not essential, despite being one of 
the promoters' rights. It is up to the person or 
organisation who makes it to decide whether to 
claim it. 

Right to compensation: 

The promoters typically receive compensation 
based on the services provided or at the 
director's discretion. However, until they have a 
formal contract for the same, the promoter 
cannot file a lawsuit against the business. They 
offer the compensation in a number of 
methods, such as: 

• Commitment 

• Amount of grant 

• Stocks 

• Share subscription 

• Acquiring a portion of the business's real 
estate 

In addition to their rights, promoters are also 
subject to a number of obligations and 
liabilities. 

Conclusion: 

The establishment and success of the company 
are certainly significantly influenced by the 
promoters. Whether working with professionals 
or hiring people, the promoters help the firm get 
off the ground in the best methods possible. 
Always get in touch with Vakilsearch if you need 
to complete any legal papers or if you have any 
legal questions. They are the top provider of 
legal services in India. They will make it easy for 
you to complete any legal documents! 
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