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\ A AL S T A IS EmATAW AR A"

=) .
S Preliminar
*m» Y

Objective of this Act

Act to consolidate and amend the law relating to companies.

Received the assent of the Hon'ble President of India on 29th August 2013
Notified in Official Gazette on 30th Aug 2013 (different dates may be appointed for enforcement)

Structure of Companies Act

29 Chapters 470 Sections 7 Schedules

Section 1: Short Title, Extent, Commencement and Application @

Short Title Companies Act, 2013
Extent Whole of India (by default includes J&K)
Commencement | From date as appointed by CG by notification in Official Gazette
Applicability The provision of this Act shall apply to:
a. companies incorporated under this Act or under any previous company law.
b. insurance companies, except where provisions are inconsistent with that of
Insurance Act, 1938 or IRDA Act, 1999;
c. banking companies, except where provisions are inconsistent with that of
Banking Regulation Act, 1949
d. companies engaged in generation or supply of electricity, except where
provisions are inconsistent with that of Electricity Act, 2003.
e. other company governed by any Special Act, except where provisions are
inconsistent with that of Special Act (e.g., LIC, RBI)
f. such body corporate, incorporated by any Act for the time being in force, as
may be notified by CG.
[e.g., Food Corporation of India (FCI), NHAT]

Section 2: Definitions

In this Act, unless the context otherwise requires:

1 Abridged Prospectus

Means a memorandum containing such salient features of a prospectus as may be specified by SEBI by
making regulations in this behalf.

Preliminary
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2 Accounting Standards

Means the standards of accounting or any addendum thereto for companies or class of companies
referred to in section 133.

3  Alter or Alteration
Includes the making of additions, omissions and substitutions.

5 Articles
Means the articles of association of a company:
as originally framed, or
as altered from time to time, or
applied in pursuance of any previous company law or this Act.

6 Associate Company

In relation to another company, means a company in which that other co. has a significant influence, but
which is not a subsidiary company of the company having such influence and includes a joint venture co.

Explanation: For the purpose of this clause:

a. "Significant influence" means control of at least 20% of total voting power, or control of or
participation in business decisions under an agreement;

b. "Joint venture" means a joint arrangement whereby the parties that have joint control of the
arrangement have rights to the net assets of the arrangement.

Clarification: Shares held by a company in another company in a fiduciary capacity shall not be counted
for the purpose of determining the relationship of associate company

A fiduciary is a person who holds a legal or ethical relationship of frust with another person. Typically,
a fiduciary prudently takes care of money or other assets for another person.

7  Auditing standards
means the standards of auditing or any addendum thereto for companies or class of companies referred
to u/s 143(10).

8 Authorised Capital or Nominal Capital

means such capital as is authorised by the memorandum of a company o be the maximum amount of
share capital of the company.

10 Board of Directors or Board
means the collective body of the directors of the company.

Preliminary
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Body corporate or Corporation

Includes a company incorporated outside India, but does not include:
(i) a co-operative society registered under any law relating to co-operative societies; and
(ii) any other body corporate (not being a company as defined in this Act) notified by CG.

"Book and Paper"” and "Book or Paper”: Includes:
Books of Accounts Deeds Voucher  Writings Documents  Minutes Registers
maintained on paper or in electronic form.

"Books of account” includes records maintained in respect of:

(i) all sums of money received and expended by a company and matters in relation to which the
receipts and expenditure take place;

(ii) all sales and purchases of goods and services by the company;

(iii) the assets and liabilities of the company: and

(iv) the items of cost as may be prescribed u/s 148.

Branch office, means any establishment described as such by the company.

Called-up capital means such part of the capital, which has been called for payment.

Charge means an interest or lien created on the property or assets of a company or any of its
undertakings or both as security and includes a mortgage.

Chartered Accountant means a CA as defined in section 2(1)(b) of the Chartered Accountants Act,
1949 who holds a valid certificate of practice u/s 6(1) of that Act.

Chief Executive Officer means officer of company, who has been designated as such by it.

Chief Financial Officer means a person appointed as the CFO of a company.

Company means a company incorporated under this Act or under any previous company law.
Example: RIL (1973), Tata Steel (1907), Infosys (1981).

Generally speaking, company means an incorporated association which is an artificial person, having a
separate legal entity, with a perpetual succession, a common seal (optional).

Requirement to have a common seal is optional. Any document is valid if signed by 2 directors or one
director + CS, where company has appointed CS, even without a seal.

Preliminary
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21 Company limited by guarantee means a company having the liability of its members limited by the

memorandum to such amount as the members may respectively undertake to contribute to the assets
of the company in the event of its being wound up.

22 Company limited by share capital means a company having the liability of its members limited by the

memorandum fo the amount, if any, unpaid on the shares respectively held by them.

26 Contributory means a person liable to contribute towards the assets of the company in the event of
its being wound up.
Explanation: For the purposes of this clause, it is hereby clarified that a person holding fully paid-up
shares in a company shall be considered as a contributory but shall have no liabilities of a contributory
under the Act whilst retaining rights of such a contributory.

27 Control shall include:
* the right to appoint majority of the directors or
* to control the management or policy decisions exercisable by a person(s) acting individually or in
concern, directly or indirectly,
* including by virtue of their shareholding or management rights or shareholders agreements or
voting agreements or in any other manner.

30 Debenture includes debenture stock, bonds or any other instrument of a company evidencing a debf,
whether constituting a charge on the assets of the company or not.
(Discussed in detail in Sec 71)

34 Director means a director appointed to the Board of a company.

35 Dividend includes any interim dividend.

36 Document includes summons, notice, requisition, order, declaration, form and register, whether issued,
sent or kept in pursuance of this Act or under any other law for the time being in force or otherwise,

maintained on paper or in electronic form.

37 Employees stock option means the option given to the directors, officers or employees of a company or

of its holding company or subsidiary company or companies, if any, which gives such directors, officers
or employees, the benefit or right fo purchase, or to subscribe for, the shares of the company at a
future date at a pre-determined price.

38 "Expert” includes an engineer, a valuer, a CA, a CS, a cost accountant and any other person who has the
power or authority to issue a certificate in pursuance of any law for the time being in force.

Preliminary
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40 Financial statement in relation to a company, includes: @~ 4@
(i) Balance sheet as at the end of the financial year;

(ii) a profit and loss account, or in the case of a company carrying on any activity not for profit, an
income and expenditure account for the financial year;

(iii) cash flow statement for the financial year;

(iv) a statement of changes in equity (SOCE), if applicable; and

(v) any explanatory note annexed to, or forming part of, any document referred above.

Provided that the FS may not include CFS in case of following companies:

« OPC

*  Small company

*  Dormant company

* Private company (recognised as start-up as per the notification by Department of Industrial Policy
and Promotion, Ministry of Commerce and Industry.)

41 Financial Year, in relation to any company or BC, means period ending on 31st day of March every year,

and where it has been incorporated on or after the 1st day of January of a year, the period ending on
the 31st day of March of the following year, in respect whereof FS of the company or BC is made up.

@@ Provided that where a company or BC, which is a holding company or a subsidiary or associate company
of a company incorporated outside India and is required to follow a different FY for consolidation of
its accounts outside India, the CG may, on an application made by that company or BC in such form and
manner as may be prescribed, allow any period as its FY, whether or not that period is a year.

43| Free reserves means such reserves which, as per the latest audited balance sheet of a company, are
®® available for distribution as dividend.
Provided that, following shall not be treated as free reserve:

i. any amount representing unrealised gains, notional gains, or revaluation of assets, whether shown
as a reserve or otherwise, or

ii. any change in carrying amount of an asset or liability recognised in equity, including surplus in
Profit and Loss account on measurement of the asset or the liability at fair value.

44 Global Depository Receipt (GDR): means any instrument in the form of a depository receipt, by
whatever name called:

» created by a foreign depository outside India and
» authorised by a company making an issue of such depository receipts.

45 Government company means:
* any company in which not less than 51% of paid-up share capital is held by CG, or by any SG, or
partly by CG and partly by one or more SG, and
* includes a company which is a subsidiary company of such government company.

Preliminary
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46 Holding company, in relation to one or more other companies, means a company of which such companies

are subsidiary companies.

50 Issued Capital means such capital as the company issues from time to time for subscription.

51 Key Managerial Personnel, in relation to a company, means:

the CEO or the managing director or the manager;

the company secretary;

the whole-time director;

the CFO

such other officer, not more than one level below the directors who is in whole-time employment,
designated as KMP by the Board; and

such other officer as may be prescribed.

52 Listed company means a company which has any of its securities listed on any recognised stock exchange
(RSE"): @
Provided that such class of companies, which have listed or intend to list such class of securities, as
may be prescribed in consultation with the SEBI, shall not be considered as listed companies.

Rule 2A of the Companies (Specification of definitions details) Rules, 2014 A

The following classes of companies shall not be considered as listed companies, namely:
a. Public companies which have not listed their equity shares on a RSE but have listed their:
i. non-convertible debt securities issued on private placement basis in ferms of SEBI (Issue and
Listing of Debt Securities) Regulations, 2008; or
ii. non-convertible redeemable preference shares issued on private placement basis as per SEBI
(Issue and Listing of Non-Convertible Redeemable Preference Shares) Regulations, 2013;

iii. both categories of (i) and (ii) above.

b. Private companies which have listed their non-convertible debt securities on private placement
basis on a RSE in terms of SEBI (Issue and Listing of Debt Securities) Regulations, 2008;

c. Public companies which have not listed their equity shares on a RSE but whose equity shares
are listed on a stock exchange in a jurisdiction as specified in section 23(3) [permissible foreign
jurisdiction].

53 Manage means an individual who:
subject to the superintendence, control and direction of the Board of Directors,

has the management of the whole, or substantially the whole, of the affairs of a company, and
includes a director or any other person occupying the position of a manager, by whatever name
called, whether under a contract of service or not.

Preliminary
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Managing Director means a director who

By virtue of the articles of a company or an agreement with the company or a resolution passed in
its general meeting, or by its Board of Directors,

is enfrusted with substantial powers of management of the affairs of the company and

includes a director occupying the position of managing director, by whatever name called

Explanation: For the purposes of this clause, the power to do administrative acts of a routine nature
when so authorised by the Board shall not be deemed to be included within the substantial powers of

management.

Power to do administrative act like:

power to affix the draw and endorse draw and endorse sign any direct registration
common seal to any  any cheque in any any negotiable certificate  of transfer of any
document bank instrument of share share

Member in relation to a company, means:

i. the subscriber to the memorandum of co. who shall be deemed to have agreed to become member
of the company, and on its registration, shall be entered as member in its register of members;

ii. every other person who agrees in writing o become a member of the company and whose name is
entered in the register of members of the company:

iii. every person holding shares of the company and whose name is entered as a beneficial owner in the
records of a depository.

Memorandum means the MoA of a company as originally framed or as altered from time fo time in
pursuance of any previous company law or of this Act.

Net worth means the: @

Aggregate value of: After deducting: Does NOT include:

1. paid-up share capital, 1. the accumulated losses, 1. reserve created out of

2. all reserves created out of 2. deferred expenditure & revaluation of assets
the profits, 3. miscellaneous expense 2. write-back of

3. securities premium account & not written of f depreciation and

4. debit or credit balance of P&L amalgamation

Notification means a notification published in Official Gazette and expression "notify" to be construed
accordingly.

Officer includes any director, manager or KMP or any person in accordance with whose directions or
instructions the Board of directors or any one or more of the directors is or are accustomed to act.

Preliminary
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60 Officer who is in default, for the purpose of any provision in this Act which enacts that an officer of
O the company who is in default shall be liable to any penalty or punishment by way of imprisonment, fine

or otherwise, means any of the following officers of a company, namely:
(i) Whole-time director;

(i) KMP;

(iii) where there is no KMP, such director(s) as specified by the Board in this behalf and who has or
have given his consent in writing to the Board fo such specification, or all the directors, if no
director is so specified;

(iv) any person who, under the immediate authority of Board/KMP, is charged with any responsibility
including maintenance, filing or distribution of accounts or records, authorises, actively participates
in, knowingly permits, or knowingly fails to take active steps to prevent, any default;

(v) any person in accordance with whose advice, directions or instructions the Board of directors of
company is accustomed to act, other than a person who gives advice to Board of directors in a
professional capacity;

(vi) every director, in respect of a contravention of any of the provisions of this Act, who is aware of
such contravention by virtue of the receipt by him of any proceedings of the Board or participation
in such proceedings without objecting to the same, or where such contravention had taken place
with his consent or connivance;

(vii)in respect of the issue or transfer of any shares of a company, the share transfer agents, registrars
and merchant bankers to the issue or transfer.

62 One Person Company (OPC) means a company which has only one person as a member.

63 Ordinary or Special Resolution means an OR/SR as referred to in section 114.

64 Paid-up share capital or share capital paid-up means:

such aggregate amount of money credited as paid-up as is equivalent to the amount received as paid-up
in respect of shares issued and also includes any amount credited as paid-up in respect of shares of
the company, but does not include any other amount received in respect of such shares, by whatever
name called;

65 Postal ballot means voting by post or through any e-mode.

66 Prescribed means prescribed by rules made under this Act.

Preliminary
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68 Private Company means a company having a minimum paid-up share capital as may be prescribed, and
which by its articles: @
i. restricts the right to transfer its shares;

ii. except in case of OPC, limits the number of its members to 200:
Provided that in case joint holding - Treat them as single member.
Provided further, following shall not be included in number of members:
a. persons who are in the employment of the company; and
b. persons who, having been formerly in employment of company, were members of company while
in that employment and have continued to be members after the employment ceased.

iii. prohibits any invitation to the public to subscribe for any securities of the company:

Exception to Sec 8 companies: Requirement of prescribed minimum PUSC is not applicable to Sec 8
companies (provided that Sec 92 and Sec 137 is complied with)

69 Promoter means a person: 4B
a. who has been named as such in a prospectus or is identified by company in annual return u/s 92,
b. who has control over the affairs of the company, directly or indirectly whether as a shareholder,
director or otherwise; or
c. inaccordance with whose advice, directions or instructions the Board of the company is accustomed
to act (except where such person is acting merely in professional capacity)

70 Prospectus means any document described or issued as a prospectus and includes a red herring
prospectus or shelf prospectus or any notice, circular, advertisement or other document inviting

offers from the public for the subscription or purchase of any securities of a body corporate.

71 Public company means a company which: 4B

i. is not a private company; and
ii. has a minimum paid-up share capital as may be prescribed (N.A. to Sec 8 companies)

Provided that subsidiary of a public company shall be deemed to be public company for the purposes
of this Act even where such subsidiary company continues to be a private company in its articles.

74 Register of companies means the register of companies maintained by the Registrar on paper or in any

electronic mode under this Act.

75| Registrar means a Registrar, an Additional Registrar, a Joint Registrar, a Deputy Registrar or an
Assistant Registrar, having the duty of registering companies and discharging various functions under
this Act.

Preliminary
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76 Related Party: @

Person Firm Private Company Public Company
Director or Director, Director, Manager Such director or
Relatives Manager or or Relative is manager erRelative is
relative is a Member or a director AND holds
KMP or partner Director along with relatives
Relatives >2% of PUSC
Body Corporate [2(76)(viii)]* Any person Other person
BOD / MD / Manager is accustomed on whose advice As may be
to act as per advice or instruction of or instruction prescribed
director or manager and-retative of director
or manager Director (other
holding, subsidiary, co-subsidiary or and retetive is than I.D), KMP of
associate of such company accustomed to the holding co. or
act relatives of such
Investing company or venturer of the directors or KMP

company (such investment leads to the
company becoming associate)

*Exemption: Section 2(76)(viii) shall not apply to a private company w.r.t transaction u/s 188 (i.e.,
related party transation) even though it is a related party u/s 2(76).

77 Relative:
Anyone who is related fo another and covers the following:
a. they are members of a HUF (Hindu Undivided Family);
b. they are husband and wife; or
c. one person is related to the other in the prescribed manner as under:
Father (including Mother (including Son (including step-

Son's wife;
step-father); step-mother); son);
Daughter finetuding Daughter's Brother (including Sister (including
step-datghter); husband; the step-brother); the step-sister).

78 Remuneration means any money, or its equivalent given or passed to any person for services rendered
by him and includes perquisites as defined under the Income Tax Act, 1961.

84 Share means a share in the share capital of a company and includes stock.

Preliminary
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85 Small company means a company, other than a public company: @ @ @~
i. PUSC of which does not exceed Rs. 50 lakh or such higher amount as may be prescribed which shall

not be more than Rs. 10 crores; and
ii. fturnover of which as per P&L account for the immediately preceding FY does not exceed Rs. 2
crores or such higher amount as may be prescribed which shall not be more than Rs. 100 crores

Provided that nothing in this clause shall apply to:

i. aholding company or a subsidiary company:;

ii. acompany registered under section 8; or

iii. a company or body corporate governed by any special Act.

As per Companies (Specification of Definitions Details) Rules, 2014, PUSC and turnover of small
company shall not exceed Rs. 4 crores and Rs. 40 crores respectively.

86 Subscribed capital means such part of the capital which is for the time being subscribed by the
members of a company.

87 Subsidiary company or Subsidiary, in relation to any other company, means a company in which the

holding company: 4@
i. controls the composition of the Board of Directors; or

ii. exercises or controls more than 3 of the total voting power either at its own or together with one

or more of its subsidiary companies.

Provided that such class or classes of holding companies as may be prescribed shall not have layers of
subsidiaries beyond such numbers as may be prescribed.

Explanation: For the purposes of this clause:

a. acompany shall be deemed to be a subsidiary company of the holding company even if the control
referred to in sub-clause (i) or (ii) is of another subsidiary company of holding company:;

b. the composition of a company's Board of directors shall be deemed to be controlled by another
company if that other company by exercise of some power exercisable by it at its discretion can
appoint or remove all or a majority of the directors;

c. the expression "company” includes any body corporate;

d. layer in relation to a holding company means its subsidiary or subsidiaries;

Note: Shares held by a company or power exercisable by it in another company in a fiduciary capacity
shall not be counted for purpose of determining the holding - subsidiary relationship.

Preliminary
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88 Sweat equity shares means such equity shares as are issued by a company to its directors or employees

at a discount or for consideration, other than cash, for providing their know-how or making available
rights in the nature of intellectual property rights or value additions.

89 Total voting power, in relation to any matter, means the total number of votes which may be cast in

regard to that matter on a poll at a meeting of a company if all the members thereof or their proxies
having a right o vote are present at the meeting and cast their votes.

90 Tribunal means the NCLT constituted u/s 408.

91 Turnover means the gross amount of revenue recognised in the P&L account from the sale, supply, or
distribution of goods or on account of services rendered, or both, by a company during a FY.

92 Unlimited company means a company not having any limit on the liability of its members.

93 Voting Right means the right of a member of a company to vote in any meeting of the company or by

g

means of postal ballot.

"Deserve before you desire"

Preliminary
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Incorporation of Company and
Matters incidental thereto.

Form No.

DIR-2
DIR-12
INC-4

INC-8

INC-9

INC-11
SPICe+
(INC-32)
INC-33
INC-34
RUN

INC-20A
INC-22

INC-23

INC-24
INC-25
INC-26
INC-27
INC-28

MGT-14
RD-1

INC-18
INC-19

Section

Many

N

10A
12

13

13
13
13
14
13

14

Summary of Forms

Purpose
1. Incorporation Stage
Consent of person fo act as first director.
Filing particulars of first director with consent (DIR-2).

Nominee's consent for OPC incorporation; also for withdrawal/change/
cessation of nominee with RoC.

Declaration of compliance by professional (Advocate/CA/CS) and first
director/manager/secretary.
Declaration from subscribers and first directors on document correctness
and non-conviction.
Certificate of incorporation issued by RoC.
Integrated application for incorporation: name reservation, Sec. 8
registration, OPC nominee, AoA entrenchment.
eMoA furnished for registration.
eAoA furnished for registration.
Application for name reservation when changing name of existing company.
2. Post-Incorporation Compliance
Director's declaration that subscribers paid for shares.
Verification/notice of every change of registered office after incorporation.
3. Alteration / Conversion
Application to C6/RD for MoA alteration (registered office shifting State-
to-State or RoC jurisdiction change).
Application for approval of change in company name.
Fresh certificate of incorporation after name change.
Newspaper advertisement for registered office shifting State-to-State.
Filing AoA alteration, CG order (if any), and altered AoA with RoC.
Filing certified copy of CG order (approving RO shifting State-to-State)
with RoC of both States.
Notice to RoC of entrenchment provisions in AoA by existing company.
Application to RD for conversion of public company into private company.
4. Section 8 Companies
Application to RD for approval of Sec. 8 company conversion.
Newspaper notice for Sec. 8 company conversion.
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Summary of sections

10A
12
13
14

Section Name Sec.
Formation of Company 15
Members severally liable in certain cases
Memorandum 16
Articles 17
Act to Override Memorandum, Articles.
Incorporation of Company 18
Formation of Companies with Charitable
Objects, etc. 19
Effect of Registration
Effect of Memorandum and Articles 20
Commencement of business etc. 21
Registered Office of Company
Alteration of Memorandum 22

Alteration of Articles

Understanding Promoter

Promoter [Sec 2(69)] means a person:

Section Name
Alteration of Memorandum or Articles
to be Noted in Every Copy
Rectification of Name of Company
Copies of Memorandum, Articles, etfc.,
to be Given to Members
Conversion of Companies Already
Registered
Subsidiary Company not to Hold Shares
in its Holding Company
Service of Documents
Authentication of Documents,
Proceedings and Contracts
Execution of Bills of Exchange, etc.

who has been named as such in a prospectus or is identified by company in annual return u/s 92,

who has control over the affairs of the company, directly or indirectly whether as a shareholder,

director or otherwise; or

in accordance with whose advice, directions or instructions the Board of the company is accustomed

to act (except where such person is acting merely in professional capacity)

General meaning of promoter:

A person who initiates promotion of a company is usually called as Promoter.

A promoter is one who undertakes to form a company w.r.t. a given project, and to set it going, and

who takes the necessary steps to accomplish that purpose.

To be a promoter, one need not necessarily be associated with the initial formation of the company:;

one who subsequently helps to arrange floating of its capital will equally be regarded as a promoter.

Hence, "promoter” denotes any individual, association, partnership or a company that takes all the

necessary steps to incorporate a company and set it going, in a fiduciary position.

[Example - RIL currently has approx. 46 shareholders who are promoters or part of promoter group.]
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1.

Section 3 - Formation of Company:

A company may be formed for any lawful purpose by:

(a) 7 or more persons in case of a public company:;

(b) 2 or more persons in case of a private company; or

(c) 1 person, where the company to be formed is to be an OPC,

by subscribing o a memorandum and complying with the requirements of this Act.

Such company may be either a company limited by shares, or a company limited by guarantee, or an
unlimited company.

Formation of One Person Company (OPC): 3R 4208318

One Person Company [Sec 2(62)] means a company which has only one person as a member;

In case of OPCs, the name shall have the suffix (OPC) Private Limited.

Nominee of OPC: In case of OPC, the MoA shall indicate:
« the name of the other person,

« with his prior written consent in the prescribed form,

« who shall, in the event of the subscriber’s death or his incapacity to contract

« become the member of the company

The written consent so obtained shall also be filed with the Registrar at the time of incorporation of
the OPC along with its MoA and AoA.

Eligibility of nominee and member:

« Only a natural person who is an Indian citizen whether resident in India or otherwise:
a. shall be eligible to incorporate OPC;
b. shall be a nominee for the sole member of OPC.
“Resident in India" means a person who has stayed in India for not less than 120 days during
immediately preceding FY.
Note: Even a Non-Resident Indian, who is Indian Citizen, can form OPC.

« A natural person shall not be a member of more than 1 OPC at any point in time and the said person
shall not be a nominee of more than 1 OPC at the same time.

Where a member in OPC becomes member in another OPC by virtue of his being a nominee in that OPC,
such person shall meet eligibility criteria (as given in point above) within 180 days.

When such nominee becomes member (in case of death or incapacity):
« He shall appoint a new nominee within 15 days of becoming member-.
« OPC to inform RoC in Form INC-4 within 30 days of becoming member.
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7. Withdrawal of consent by nominee:

« Nominee may withdraw consent by giving a notice in writing to the sole member and to OPC.
« Sole member shall nominate another person within 15 days of such withdrawal.

« Send intimation of such nomination + written consent

« OPC to inform RoC in Form INC-4 within 30 days of withdrawal of nomination.

8. Replacement of Nominee:

Member of OPC may, at any time, change the name of Nominee by:

« Member to obtain written consent of new nominee.

« Intimate the company about such change.

« OPC to inform RoC in Form INC-4 within 30 days of intimation of change of nominee from member.
« Change of such name shall NOT be deemed as Alteration of MoA.

9. Conversion of OPC:
« OPC cannot be incorporated as or converted into a section 8 company.

« OPC may be converted to private or public companies in certain cases. (as per Rules)

10. No minor shall become member or nominee of the OPC or can hold share with beneficial interest.
11. OPC cannot carry out NBFC Investment activities including investment in securities of any BC.

12. Relaxations available to OPC (as well as Small companies):

Section Relaxation for OPC
2(40) Not required to prepare CFS.
92 Annual Return can be signed by Director (CS not mandatory).
96 AGMs not applicable o OPCs
98, 100-111 Sec 98 and 100 to 111 - not applicable.
134 FS and BoD Report can be signed by 1 director.
137 FS can be filed within 6m from close of FY (instead of 30 days).
143(3) Reporting on adequacy of IFC - Not applicable to OPCs
173 Only 1 BoD meeting in each half of calendar year. Gap between 2 BM >= 90 days.

Section 3A - Members severally liable in certain cases: 2058

If at any time, the no. of members is reduced Company carries on business for more than
below prescribed limit i.e., 7 (public) or 2 (private) ° 6m while no. of members is so reduced

Every person who is a member during the time that it so carries on business after those 6m and is
cognizant of the fact that business is carried on by reduced member, such members shall be severally
liable for payment of whole debts contracted during that time, and may be severally sued therefor.

*Note: Such members shall be severally liable for whole debts contracted after the lapse of 6 months.
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Section 4 - Memorandum of Association:

Understanding Memorandum of Association:

« Base document for the formation of the company (MoA + AoA = Constitutional Document)

« Content of MoA need to be in compliance with Companies Act, 2013

« MoA contains object for formation of company beyond which its actions cannot go.

« MoA isapublic document u/s 399 of the Companies Act, 2013. Consequently, every person entering
into a contract with the company is presumed to have knowledge of conditions contained therein.

« Shareholders must know the purposes for which his money can be used by the company and what
risks he is taking in making the investment.

« Company cannot depart from provisions contained in MoA - Otherwise, ultra vires Act.

1. The MoA of a company shall state:

Name of company with last State in which Objects for which the company is
word "Limited" or "Private Registered office of proposed to be incorporated and any
Limited"*; company is o be situated matter incidental thereto
the Liability of In case of company having SC:
members of company, a. Amount of registered SC (divided into Name of nominee
whether limited or amount and ho. of shares) (in case of OPC)
unlimited™** b. the no. of shares each subscriber

intends to take opposite to his name

* In case of Govt company & Section 8 company, suffix such as "Pvt Ltd" or "Ltd" is N.A.

** Liability clause: State that liability is limited to

« unpaid amt of shares (in case of company limited by shares) or

« amt upto which member undertake to contribute in event of winding up (Itd. by Guarantee).

2. Name Clause:
The name stated in the memorandum shall:
(@) NOT be identical with or resemble too nearly the name of an existing company under this Act or
previous companies Act;
(b) NOT be such that its use by the company:
(i) will constitute an offence under any law for the time being in force; or
(ii) is undesirable in the opinion of the CG (power delegated to RoC).
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A name is said to "resemble” when difference is only of:

Plural or Spacing between letter or Use of different Slight variation of spelling
Singular punctuation marks tenses (Disc Ltd vs Disk Ltd.)
Different phonetic spellings Complete translation in Hindi or English (National Service
(Jay Kay Ltd. and JK Ltd) Ltd vs. Rashtriya Seva Ltd)
Use of www. or “.net” etc. (SS Order of words is similar (Ravi Builders and Teacher Ltd.
Ltd vs SS.com Ltd) vs Ravi Teacher and Builder Ltd)

o Addition or deletion of numerals (unless numerals
Addition of name of place
represent brand)

3. A company shall not be registered with a name which contains:

a. any word or expression which is likely to give the impression that the company is in any way
connected with, or having the patronage of, the CG, any SG, or any local authority, corporation or
body constituted by the CG or SG under any law for the time being in force; or

b. such word or expression, as may be prescribed,

unless the previous approval of CG has been obtained for the use of any such word or expression.

Rule 8B of Companies (Incorporation) Rules, 2014: é&

Following words and combinations thereof shall not be used in the name of a company in English or any
of the languages depicting the same meaning unless the previous approval of the CG has been obtained:

Board; * National; +  Authority; *  Forest +  Development
Union; *  Republic; *  Municipal; corporation; Authority;
Nation; |+ President Panchayat; - Development |+ Small Scale Industries;
Central: '+ Minister; - Commission; Scheme; *  Financial Corporation
Federal; |+ Governor; *  Undertaking; + Court or and the like;
Bureau |+ Rashtrapati; Judiciary; *  Khadi and Village

PM or CM; - Statute or Industries Corporation;

Statutory;

The use of word of Scheme with the name of Government (s), State, India, Bharat or any
Government authority or in any manner resembling with the schemes launched by CG/SG or local
Governments/authority.

4. A person may make an application (SPICe+/RUN form) to Registrar for reservation of a name as:
(a) the name of the proposed company; or
(b) the name to which the company proposes to change its name.
Resubmission may be allowed within 15 days, in case of any defect.
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5. Reservation of Name:

i. Upon receipt of application u/s (4), the Registrar may, on the basis of information and documents
furnished with application, reserve the name:
For 20 days  From approval or such other prescribed period in case of New company
For 60 days  From approval in case of Existing company.

Rule 9A & (only for new companies)

Application for extension of time can be made before expiry of 20 days as follows:

Another 20 days (Total 40 days) Fees Rs. 1,000
Further 20 days (Total 60 days) Fees Rs. 2,000
40 days in one go (Total 60 days) Fees Rs. 3,000

ii. Where after reservation, it is found that name was applied by furnishing wrong or incorrect
information, then:
Co. is not incorporated  Cancel reserved name + Applicant liable for penalty upto Rs. 1L
If company is Registrar may, after giving the company an OOBH,:
incorporated a. direct company to change name within 3m, after passing an OR;
b. take action for striking off name of company from register; or
c. make a petition for winding up of the company.

6. MoA shall be in respective forms specified in Tables A, B, C, D and E in Sch I as may be applicable.

7. | In case of company limited by guarantee and not having a share capital - Any provision in MoA/AoA
purporting to give any person a right to participate in divisible profits of company otherwise than as a
member, shall be void.

Note: CG directed Registrar that while allotting names to companies or LLPs, the RoC concerned
should exercise due care to ensure that the names are not in contravention of the provisions of the
"Emblems and Names (Prevention of Improper Use) Act, 1950".

Section 5 - Article of Association: @@

1. AoA shall contain the regulations for management of the company (internal rules and regulations)

2. AoA to include such matters, as may be prescribed.
Provided that company may include additional matters in AoA as considered necessary for management.

Entrenchment Provision:

3. AoA may contain provisions for entfrenchment
Effect of such provision - AocA may be altered only if conditions or procedures as that are more

restrictive than those applicable in case of special resolution, are met or complied with.
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4. Provisions for entrenchment shall only be made:
« either on formation of a company, or
« by an amendment in AoA agreed to by:
a. all members (in case of private company) or
b. by a special resolution (in case of public company)

5./ Where AoA contain provision for entrenchment, company shall give notice to RoC of such provision in:
« SPICe+ (for entrenchment provision made on formation of companies) or
« MGT-14 (within 30 days if such provision made by amendment fo AoA of existing company)

6. AoA shall be in respective forms specified in Tables, F, G, H, I and J in Schedule I.
7. A co. may adopt all or any of the regulations contained in the model articles applicable to such co.

8. Where registered AoA do not exclude or modify regulation contained in model AoA applicable to such
company, the regulations (in model AoA) shall be deemed to be regulation of such company as if they
were contained in duly registered AoA of the company.

Section 6 - Act to Override Memorandum, Articles, etc.

Save as otherwise expressly provided in this Act:
a. the provisions of this Act shall have effect notwithstanding anything to the contrary contained in:
MoA/AoA any agreement executed by co. BoD resolution or SH resolution

b. any provision contained in the memorandum, articles, agreement or resolution shall, to the extent
to which it is repugnant to the provisions of this Act, become or be void, as the case may be.

Relevant Doctrines
Doctrine of Ultra Vires

« Whatever is not stated in MoA as objects of the company is prohibited by doctrine of ultra vires.
« Anact which is ultra vires is void and does not bind the company.

« Neither the company nor the contracting party can sue on it.
« The co. cannot make it valid, even if every member assents to it (i.e., such act cannot be ratified)

Important Case Laws:

Case Name Case Scenario Court Decision
Rajendra Nath Dutta | Directors acted beyond their authority, but Intra vires to the company
vs. Shailendra Nath | the act itself was within the company's main|and hence ratification by
Mukherjee (1982) purpose (MoA). shareholders is possible.
Ashbury Railway Company having object of making railway Ultra vires to the company
Carriage and Iron Co. | engines financed construction of a railway line and hence no ratification
Ltd. v. Riche (1878) (which is outside its main purpose in MoA). allowed. It is void ab initio.
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Doctrine of Indoor Management [Turquand Rule]: C@C@

Persons dealing with the co. cannot be assumed to have knowledge of internal problems of the co.
Stakeholders need not enquire whether the necessary meeting was convened and held properly or
whether necessary resolution was passed properly. They are entitled to take it for granted that
it is all done.

The doctrine helps protect external members from the company and states that the people are
entitled to presume that internal proceedings are as per documents submitted with the RoC.

Doctrine of Indoor Management (DIM) vs Doctrine of Constructive Notice (DCN)

The DIM evolved around 150 years ago in the context of the DCN. The role of DIM is opposed to the
role of DCN. Whereas the DCN protects a company against outsiders, the DIM protects outsiders
against the actions of a company. This doctrine also is a possible safeguard against the possibility of
abusing the DCN.

Relevant case law:

Name Analysis Conclusion
Royal British Bank v. ' Company's directors borrowed money without | The company was held liable,
Turquand (1856) the required resolution of the GM. Whether | and the DIM was recognized
the company was bound by this act. as an exception to DCN

Basis for Doctrine of Indoor Management
What happens internal to a company is not a matter of public knowledge. An outsider can only
presume the intentions of a company, but cannot know the information he/she is not privy to.
If not for the doctrine, the company could escape creditors by denying the authority of officials
to act on its behalf.

Exceptions to DIM (i.e., Applicability of DCN):
a. Knowledge of irregularity: In case the 'outsider’ has actual knowledge of irregularity within

the company, the benefit under DIM would no longer be available. In fact, he/she may well be
considered part of the irregularity.

b. Negligence: If with a minimum of effort, the irregularities within a company could be discovered,
the benefit of the DIM would not apply. The protection of the rule is also not available where the
circumstances surrounding the contract are so suspicious as to invite inquiry, and the outsider
dealing with the company does not make proper inquiry.

c. Forgery: The rule does not apply where a person relies upon a document that turns out to be forged
since nothing can validate forgery. A company can never be held bound for forgeries committed by
its officers.
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d. Where the question is in regard to the very existence of an agency.
E.g.: Suppose a person claims to be a company's director and enters into a contract. Later, it furns
out he was never appointed as a director at all. Here, an outsider cannot be protected under DIM.
Since there was no agency in existence, the company cannot be bound.

e. Where the act is ultra vires to the company itself.
E.g.: If objects clause says it can do textile business only, but BoD enter into a contract for real
estate, it is an ultra vires act. Outsiders cannot enforce such a contract on co. by relying on DIM.

Section 7 - Incorporation of Company O D

1. File the following documents and information with the Registrar within whose jurisdiction the
Registered Office (RO) of a company is proposed to be situated:

MoA (eMoA in Declaration (INC-8), that requirement of act w.r.t., Address for
INC-33) & AoA incorporation is complied with, by: correspondence
(eAOA inINC- 1. Advocate, CA, Cost Accountant, CS in practice engaged in till RO is
34) duly signed formation of company, AND established

by subscribers 2. Person named in AoA (director, manager or secretary)

Particulars (name, residential  Particulars of first directors Related to first directors:
address, nationality and Names, DIN, residential Interest in other firms/BC
others) of every subscriber address, nationality and other + consent (DIR -2) to act as

along with Proof of identity particulars + Proof of identity directors filed with RoC in DIR-12

Declaration from each Subscribers and First Directors (INC 9) that:

a. he is not convicted of offence w.r.t., promotion, formation or management of any company, or

b. that he has not been found guilty of any fraud/misfeasance or breach of duty to any company
during preceding 5 years AND

c. all documents filed with RoC for registration contain correct, complete and true information
to best of his knowledge and belief.

Additional Points:
Above documents shall be filed along with application for incorporation in SPICe+ form (INC-32).

SPICE means Simplified Proforma for Incorporating a Company Electronically. It is mandatory
application form for incorporating ALL companies.

In case of OPC, written consent of nominee shall also be sent in addition to above docs.

If a company's objects require prior approval from a sectoral regulator (e.g., RBI, SEBI, etc.),
such approval must be obtained and attached with the declaration at incorporation.

In case of incorporation of Nidhi Company, declaration u/s 406 from CG must be obtained before
commencing business and must be filed at incorporation stage.
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Rule 13: MoA and AoA shall be duly signed by the subscribers in the following manner:

Subscriber Manner of signature/authentication

Individual Subscriber must add name, address, description, occupation. Sign in
presence of at least 1 witness who attests. Witness must also sign and add
same details.

Illiterate Thumb impression/mark affixed. A writer must write illiterate subscriber's
name near mark, authenticate with his signature, & state no. of shares taken.

Body Corporate Signed by director/officer/employee authorized by Board Resolution. The
person so authorized shall not himself be a subscriber.

LLP Signed by a partner duly authorized by resolution of all partners. The person
so authorized shall not himself be a subscriber.

Foreign national Signature, address and ID proof must be notarized by Notary Public.

(residing abroad)

Foreign national Allowed if having a valid Business Visa. Business Visa N.A. for Person of

(visiting India) Indian Origin (PIO) / Overseas Citizen of India (OCI).

Issue of Certificate of incorporation (“CoI"):

RoC shall, on basis of above document and information, register and issue a CoI in Form INC -11.

Allotment of Corporate Identity Number (CIN) - RoC shall allot to the company a CIN, which shall be
a distinct identity for the company and which shall also be included in the CoI.

Decoding CIN of Infosys Limited is L85110KA1981PLC013115:

L Status - Listed or Unlisted 1981 Year of incorporation
85110 Industry code PLC  Public/Private /NPL (Not for profit)
KA | State of incorporation 013115 Registration no. with RoC

Co. shall maintain & preserve at its RO copies of all docs & info. as originally filed u/ss (1) till dissolution.

If person furnishes any false or incorrect particulars of information or suppresses any material info.,
of which he is aware in any of docs filed with RoC above, such person shall be liable u/s 447.

If after incorporation, it is proved that company is incorporated by furnishing false or incorrect info.
or by suppressing any material info. for incorporating such company, or by any fraudulent action:
a. promoters, first directors & persons making declaration above shall each be liable u/s 447
b. Tribunal (NCLT) may, on an application made to it [MR. LOW]:
pass orders for regulation of Management of company including changes in its MoA or AoA, in
public interest or in the interest of company and its members and creditors; or
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direct that Liability of the members shall be unlimited; or

direct Removal of the name of the company from the register of companies; or
pass an order for the Winding up of the company; or

pass such Other orders as it may deem fit.

Before making such orders, company shall be given reasonable opportunity of being heard (OOBH) and
NCLT shall take into consideration fransaction entered into by company.

Section 8 - Formation of companies with charitable objects: 3% o JEIORE 1 JaE12)

Section 8 companies can be formed by:

Incorporating a new company, or
Conversion of an existing company into a section 8 company [except OPC]

Legal Provision:
1. Where C6 (RoC) is satisfied that a person/AoP proposed fo be registered as limited co (i.e., new

company) or that an existing limited company:
a. Has its objects to promote:

* Education * Sports * Charity

* Art * Social Welfare * Religion

¢ Commerce * Research * Other Object
¢ Science * Protection of environment

b. intends to apply its profits, if any, or other income in promoting its objects; and
c. intends to prohibit the payment of any dividend to its members,
CG may issue a license and thereupon the RoC shall register such company as limited company.
Note: The suffix "Limited" or "Pvt. Ltd" need not be added to Sec 8 companies.
E.g: Tata Foundation and Azim Premji Foundation (CIN U93090KA200INPL0O28740).

Rule 19: Steps to incorporate a section 8 company (new company):

1. Application to RoC in SPICe+ form along with prescribed fees.
2. Documents to be attached to such application:
a. MoA (INC -13) and AoA (INC - 31)
b. Estimated for income and expense of future 3 years
c. Declaration by advocate, CA, CS, Cost Accountant in practice (INC-14) and by each person
making application (INC-15) that:
i. MoA/AoA is in conformity with provision of section 8
ii. All requirements of Act w.r.t. registration of section 8 company is complied with.

2. Sec 8 company shall enjoy privileges and obligations of limited company.
3. A firm can be member of a section 8 company.
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4. Restrictions on section 8 companies:

It shall not alter provision of MoA or AoA without prior approval of CG (RoC).
It may be converted to any other kind of company after complying with provision given below.

Rule 21 and 22: Conversion of Section 8 company into other kind: _g_&

Pass SR at GM. Explanatory statement of such notice to set out details of conversion.

The company should have filed FS and AR upto last FY.
Additional FS - Where application is made after 3 months from end of last FY, attach a FS made
upto date not more than 30 days of filing such application duly signed by CA.

Serve a notice of such conversion to the following for representation, if any:
Income Tax Charity Chief Secretary of State CG/SG department
Authority Commissioner where RO is situated having jurisdiction
Above authorities may make representations to RD within 60 days after OOBH fo company.

Apply to RD (INC-18) with fee + certified copy of resolution + proof of delivery of above notice.
Forward a copy of the above application to RoC.

Within a week of such application to RD, publish a notice (Form INC-19) at its own expense in 2
newspaper (vernacular + english) and its website.

If RD is satisfied, approve conversion subject to terms and conditions imposed.

Before rejecting application or imposing conditions - RD to give OOBH to such company.

On receipt of such approval - Pass SR at GM for alteration of AocA/MoA.

Copy of altered AoA/MoA to be filed with RoC. RoC to issue fresh ColI.

5.  Existing company may also make an application to be converted into section 8 company u/ss (1).
Moreover, CG (RoC) may suo-motu issue license u/s 8 o existing companies.

6. Revocation of License and conversion to normal company:

Where the company:

a.
b.
C.

confravenes any requirements of this section or
confravenes any conditions subject to which a license is issued or
the affairs of co. are conducted fraudulently/in manner violative of objects of co. to public int.,
CG (RD) may, by order (after reasonable OOBH):
*  revoke license
direct the company fo convert its status and
change its name to add the word" Limited" or "Private Limited", as the case may be, to its name
and thereupon the Registrar shall register the company accordingly
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7. | Where license is revoked, C6 may, in public interest, order (reasonable OOBH):
winding up under this Act, or
amalgamate such company with other company registered under this section and having similar
objects, constitution, powers, rights, etc. to be defined by C6

8. If onwinding up, after satisfaction of its liabilities, there remains any asset, it may be:
transferred to another sec 8 co. having similar objects subject to T&C imposed by Tribunal, or
sold and proceeds thereof credited to Insolvency and Bankruptcy Fund formed u/s 224 of IBC

9.  Section 8 company shall amalgamate only with another Sec 8 company having similar objectives

10. Punishment for default in complying with this section:
If a co. makes any default in complying with requirements of this section, the co. shall be punishable
with fine which shall > Rs. 10 lakhs but which may extend to Rs. 1 crore AND the directors and every
OID shall be punishable with fine which shall > Rs. 25,000 but which may extend to Rs. 25 lakhs.
Provided that if it is proved that affairs of co. were conducted fraudulently, every OID liable u/s 447.

Concept Clarity Check:
1. Cana Sec 8 co. be incorporated with unlimited liability? - No. Sec 8 co. only be a limited company

2. Can an existing co. seek license u/s 8? - Yes. In such case, it will drop the suffix Ltd or pvt Itd.
3. Can a firm become member in a normal public co.- No. Partnership firm is not separate legal entity.

4. Exemptions to section 8 companies:

Section No. Exemption / Relaxation
2(68) & 2(71) No requirement of minimum PUSC for private / public cos. incorporated u/s 8.
2(85) Definition of Small Company does not apply to Section 8 company
96(2) Date, time & place of AGM may be decided by Board having regard to the
direction given by members in its GM.
101(1) Notice period for GM can be 14 clear days (instead of 21 days).
118 Sec 118 not fully applicable. Minutes may be recorded within 30 days if

Articles provide for confirmation by circulation.
136(1) Circulation of FS - Allowed 14 days before AGM (instead of 21 days).

Section 9 - Effect of Registration: 2308

From the date of incorporation mentioned in CoI, such subscribers to MoA and all other persons, as

may, from time to time, become members of the company, shall be:

« abody corporate by the name contained in the memorandum,

« capable of exercising all the functions of an incorporated company under this Act and

« having perpetual succession with power to acquire, hold and dispose of property, both movable and
immovable, tangible and intangible, to contract and to sue and be sued, by the said hame.

Incorporation of Company and Matters incidental thereto.
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Section 10 - Effect of Memorandum and Articles 3230k

1.  Subject to the provisions of this Act, the MoA and AoA shall, when registered bind the company and
the members thereof o the same extent as respectively signed by them and contained covenants on
its and his part to observe all the provisions of the MoA/Ao0A.

2. All monies payable by any member to the company under MoA/AoA shall be a debt due from him to
company (i.e., company can recover calls in arrears from members as if it a loan recovery)

Note: Company is liable fo members and vice-versa. But members are not liable to each other.

Section 10A: Commencement of business etc. JEi3x

1. A co. having a share capital shall not commence any business or exercise any borrowing powers unless:

declaration by a director, within 180 days of incorporation The company has filed with
is filed with RoC that - As on date of declaration, every RoC a verification of RO
subscriber has paid the value of shares agreed to be taken provided u/s 12(2)

2. If any default under this section: Company - Rs. 50,000 and every OID - Rs. 1,000/day upto Rs. 1 lakh

3. If no declaration within 180 days AND RoC has reasonable ground to believe (RGTB) that company is
not carrying on any business, RoC may initiate action for removal of name of company from register.

Rules 23A of Companies (Incorporation) Rules, 2014: JEaN

Declaration u/s 10A by a director shall be in Form INC-20A and contents of the said form shall
be verified by a CA or CS or Cost Accountant, in practice.

o In case of a company pursuing objects requiring registration or approval from any sectoral
regulators such as RBI, SEBI, etc., the registration or approval from such regulator shall also be
obtained and attached with the declaration.

Section 12: Registered Office of Company X128

1. Within 30 days of incorporation and at all times thereafter, a company shall have a RO capable of

receiving communication and notices.

Company to furnish to RoC verification of RO within 30 days of incorporation.

Every company shall:

a. paint or affix its name, address of its RO on the outside of every office/place in which its business
is carried on, in a conspicuous position, in legible letters in languages in general use in that locality.

b. have its name engraved in legible characters on its seal; if any
get its name, address of its RO and the CIN along with telephone number, fax number, if any,
e-mail and website addresses, if any, printed in all its business letters, billheads, letter papers and
in all its notices and other official publications; and

d. have its name printed on hundies, promissory notes, bills of exchange and other prescribed docs.

Note: In case name change during the last 2 years, print or affix the former name as well.

Incorporation of Company and Matters incidental thereto.
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4. Change in RO:
« Notice of change in RO shall be sent to RoC within 30 days of change (INC-22).

« The RO of a company shall not be changed outside the local limits of any city, fown or village where
such office is situated, unless a SR is passed by the company to authorise such change.

5. Step in case RO is shifting from jurisdiction of one RoC to another within same state:

« No company shall change RO from jurisdiction of one RoC to another RoC within the same State
unless confirmed by RD on application made in this behalf.

« Onabove application, RD to communicate confirmation within 30 days from receipt thereof.

« On such confirmation, company to file the same with RoC within 60 days of date of confirmation.

« RoCshall register the same and certify the registration within 30 days from filing such confirmation.

« Such certificate shall be conclusive evidence that all requirement of this Act w.r.t., change of RO
is complied with and such change shall be effective from date of certificate.

6. If any defaultis made in complying with this section: Company and every OID shall be liable to penalty
of Rs. 1,000/day during which the default continues but not exceeding Rs. 1 lakh.

7. If RoC has RGTB that company is not carrying on any business or operations, he may cause a physical
verification of the RO in prescribed manner and if any default is found to be made in complying with
requirements of sub-section (1): Initiate action for the removal of the name of the company from
register of companies.

Tllustration to understand change in RO clause (Sec 12 and 13):
Ajeeb Ltd. has current Registered office at Dadar, Mumbai, Maharashtra under Mumbai RoC. It is
considering changing the location of RO. Discuss the approvals required for such shifting of RO.

Proposed RO RoC Sec| BR | SR (G (RD) Time for Compliances
Approval
Bandra (local Limits) | Mumbai | 12 | Yes | No No +  Intimate RoC : 30 days
Thane Mumbai | 12 | Yes |Yes No +  Infimate RoC : 30 days
Pune, MH Pune | 12 | Yes Yes Yes *  RD approval : 30 days

Submit to RoC : 60 days
RoC to register : 30 days
(30-60-30)

Ahmedabad, Gujarat 13 | Yes VYes Yes * RD approve : 60 days
RoC register : 30 days
Fresh CoI : 30 days
(60-30-30)

Note: Can RO be different from Head Office or Corporate office? - Yes

Incorporation of Company and Matters incidental thereto.
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1.

Section 13 - Alteration of Memorandum @@@

Company may alter provisions of MoA by a SR + complying with procedure of this section.

Filing with RoC: Company shall, in relation to any alteration of its MoA, file with the Registrar:
(a) the SR passed by the company above;

(b) the approval of CG u/ss (2), if alteration involves any change in the name of the company.

Name clause:

« Change in name shall be effective only on approval of CG (RoC) in writing (INC-24) + Fee.
Note: No approval if the only change is addition/deletion of word "Private” on conversion.

« On change of name - RoC shall enter the new name in register of companies and issue new Col.
Name change effective from issue of fresh CoI (INC -25).

Restriction:
Change of name is not allowed if company has subsisting default in filing AR or FS or repayment of
deposits or debentures or interest thereon.

Registered office (RO) clause [State changel:

Step 1: Approval of CG:

Alteration of RO from one state to another shall be effective only on approval of CG (RD) on application
(INC-23).

Such application to C6 (RD) shall be accompanied with:

« Copy of MoA with proposed alteration

« Copy of minutes of GM at which resolution authorizing such alteration was passed

« Copy of board resolution

« List of creditor and debenture holder

« Acknowledgement of service of copy of application to - RoC, Chief secretary of RO state.

On such application to CG for approval of change in state of RO:

a. CG to dispose application within 60 days.

b. Before passing order, may satisfy itself that:
i. Alteration has the consent of creditors, DH and other persons concerned with company, or
ii. sufficient provision has been made by co. for due discharge of all its debts & obligations or
iii. adequate security has been provided for such discharge.

Note: Not more than 30 days before such application to CG, company to advertise in INC-26 in 2
newspapers (English and vernacular language of current RO).

Incorporation of Company and Matters incidental thereto.
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5.

1.

Step 2: C6 approval to be forwarded to RoC and registration thereof:

« Certified copy of CG order approving such change shall be filed with RoC of each of the States.
(INC-28 within 30 days of receipt of CG order)

« Such RoCs shall register the same, and

« Registrar of the State where the RO is being shifted to shall issue a fresh CoI

Change in object for which money raised from Public:

Company which has raised money from public through prospectus and has any unutilised amount, shall
not change its objects for which it raised such money unless a SR (postal ballot) is passed and:
a. prescribed details (same as mentioned in sec 27) of such resolution shall be:
« published in newspapers (English + vernacular which is circulation at RO) and
« placed on website of the company, if any,
indicating the justification for such change;
b. thedissenting shareholders shall be given an opportunity to exit by the promoters and shareholders
having control in accordance with regulations to be specified by the SEBI.

Object clause: The RoC shall register any alteration of MoA w.r.t., objects of the company and certify
the registration within 30 days from the date of filing of the SR o RoC.

No alteration made under this section shall have any effect unftil it is registered as per this section.

Any alteration in MoA of a co. Itd by guarantee and not having a share capital, purporting to give any
person a right to participate in divisible profits of the co. otherwise than as a member, shall be void.

Section 14 - Alteration of articles 219%

Company may, by SR, alter its AoA.
Alteration due to conversion:

Alteration of AoA includes conversion of:
a. Private company to public company
b. Public company to Private company (subject to approval of CG as given below)

An alteration having effect of converting public company to private shall not have effect unless
approved by CG on application within 60 days from passing SR to RD in Form RD-1 with following docs:
« Draft MoA and AoA with proposed alteration

« Copy of minutes of GM in which such SR was passed

« Copy of Board resolution

. Declaration by KMP regarding compliances.

Note: Where a private co. alters its AoA such that it does not include restriction which a private co.
is required to include in AoA as per Act, such co. shall cease to be private from date of alteration.

Incorporation of Company and Matters incidental thereto.
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2. Following shall be filed with RoC (INC 27), within 15 days of alteration, for registration:
« Every Alteration of AoA
« Approval of CG for such alteration
« Prinfed copy of the altered articles,

3. Any alteration of AoA registered u/ss (2) shall be valid as if it were originally in the articles.
Relevant case law:

Andrews vs Gas Meter Power to alter AoA vests with the Company. A company cannot
Company divest itself of this power.

Section 15 - Alteration of MoA or AoA to be noted in every copy.

1. | Every alteration in MoA or AoA shall be noted in every copy thereof.
2. | Default: Company + OID shall be liable to penalty of Rs. 1,000 for every copy issued without alteration.

Section 16 - Rectification of Name of Company @

1.  If, through inadvertence or otherwise, a company on its first registration or on its registration by a
new name, is registered by a name which:
a. inopinionof CG, is identical with or too nearly resembles the name by which a company in existence
had been previously registered, it may:
« direct the company fo change its name and
« the company shall change its name within 3 months from such direction, after passing an OR;

b. on an application:
« by aregistered proprietor of a trade mark
« made to CG within 3 years of incorporation or registration or change of name of the company
« that the name is identical with or too nearly resembles to a registered trade mark of such
proprietor under the Trade Marks Act, 1999,
« in the opinion of CG, is identical with or too nearly resembles to an existing frade mark,
« CG may direct the company to change its name and
« the company shall change its name within 3m from such direction, after passing an OR;

2. Where a company changes its name or obtains a new name u/ss (1), it shall, within 15 days from date
of such change, give notice of the change to Registrar along with CG's order, who shall carry out
necessary changes in the CoI and memorandum.

3. If a company is in default in complying with any direction given u/ss (1):
« CG shall allot a new name to the company in prescribed manner and
« Registrar shall enter the new name in register of companies in place of the old name and
« Issue a fresh CoI with the new name, which the company shall use thereafter.
Note: Company may subsequently change its name u/s 13.

Incorporation of Company and Matters incidental thereto.
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Section 17 - Copies of memorandum, articles, etfc., to be given to members.

1. Company shall, on being so requested by a member and on payment of prescribed fees, send to him
within 7 days of request, a copy of following documents:
Memorandum  Articles agreement and resolutions u/s 117(1) not so included in MoA/AoA

2. If default u/s 17: Company + OID - Liable for each default - Rs. 1,000/day upto a max Rs. 1 lakh

Section 18 - Conversion of Companies Already Registered:

1. A company of any class registered under this Act may convert itself as a company of other class under
this Act by alteration of its MoA and AoA as per the provisions of this Chapter.

2. Application to RoC for fresh CoI:
On such conversion, RoC shall, on an application made by company, after satisfying himself that
provisions of this Chapter is complied with:

« close the former registration of the company and
« after registering required docs, issue a CoI (as its first registration)

3. The registration of a company under this section shall not affect any debts, liabilities, obligations or
contracts incurred or entered into, by or on behalf of the company before conversion and it may be
enforced in the manner as if such registration had not been done.

Section 19 - Subsidiary Company not to hold Shares in its Holding Company Ji> 122 l> s o4 gook
1. Restriction:

« No company shall (itself/nominees) hold any shares in its holding company, and
« No holding company shall allot or transfer its shares to any of its subsy company and
« any such allotment or transfer of shares to its subsy shall be void

Provided that nothing above shall apply to a case:

a. where subsy co. holds such shares as legal representative of a deceased member of holding co.;
b. where the subsy company holds such shares as a frustee; or

c. where subsy company is a SH even before it became a subsy company of the holding company

Provided further that subsy co. referred to in the above proviso shall have a right to vote at a meeting
of holding co. only w.r.t., the shares held by it as a LR or trustee. No right to vote in any other case.

2. Reference in this section to shares of a holding company which is a company not having share cap (Itd.
by guarantee or unlimited), shall be construed as reference to inferest of its members.

Incorporation of Company and Matters incidental thereto.
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Summary da summary:

Legal Representative Trustee SH before subsidiary
Voting Rights Yes Yes No
Bonus shares Yes Yes Yes
Right issue No No No

Example 1:
HDFC Securities Ltd. holds 3% shares in HDFC Bank Ltd. (as of Jan 2026).

In April 2026, HDFC Bank gains majority stake in HDFC Securities, making it a subsidiary.

Q1 At HDFC Bank's AGM in Aug 2026, can HDFC Securities vote? - No. A subsidiary cannot exercise
voting rights in its holding company except when shares are held as a LR or Trustee.

Q2 HDFC Bank Ltd. issue bonus shares to all its shareholders (1:1). Can HDFC Securities Ltd. be allotted
such bonus shares? - Yes (there is no restriction for this in sec 19)

Example 2: A Ltd. has invested 51% in the shares of B Pvt. Ltd. on 31st March 2026. B Pvt. Ltd. have
been holding 2% equity of A Ltd. since 2013. B Pvt. Ltd. cannot increase its equity beyond that 2% on

or after 31st March 2026. However, it could continue to hold or reduce its initial 2% stake.

Relevant case law:

Himachal Telematics Ltd v Himachal =~ Subsy can buy shares in its holding co. where it is a part of a
Futuristic Communications Ltd, (1996) scheme of amalgamation sanctioned by the court or tribunal

Section 20 - Service of Documents 32 JaEco g3 g

Particulars = Document served on a co. or its officer = Document served on RoC or any member

Send it to | RO of company Office or address
Mode of Post—(ordinary—post)—or Registered  Post (ordinary post) or by registered post
delivery post or by speed post or by courier* or by speed post or by courier* or by

or by leaving it at its RO or by other delivering at his office or address, or by
prescribed e-mode. other prescribed e-mode.

Additional | Where securities are held with a Member may request for delivery through a
Points depository, records of beneficial  particular mode, for which he shall pay such
ownership may be served by such fees as determined in AGM**

depository on the company by e-mode.
*Courier means a courier that has proof of delivery.
**Author's Note - Law only provides for an option to pay extra fees and decide an alternate mode for

receiving notice. However, the notice will still be sent at the registered address of the member only.
Company is not responsible for sending the notice to any other address (even if extra fees is paid).

Incorporation of Company and Matters incidental thereto.
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Rule 35 of Companies (Incorporation) Rules, 2014 _é_&

Electronic transmission means a communication that creates a record that is capable of retention,
retrieval and review (RRR), and which may later be rendered into legible tangible form. It includes:
posting of electronic message other mode capable of verifying

fax email
board or network the sender

In case of delivery by post, such service shall be deemed to have been effected:
(i) in case of notice of meeting, at expiry of 48 hours after letter is posted; and
(ii) in any other case, at time at which the letter would be delivered in the ordinary course of post

Exception to Nidhis:
In case of Nidhi Company, u/s 20 (2), docs may be served only on members who hold shares more than:

Rs. 1,000 in face value or
1% of the total PUSC whichever is less.

For other shareholders, docs may be served by a public notice in newspaper circulated in the district
where the RO of Nidhi is situated; and publication of the same on the notice board of the Nidhi.

Section 21 - Authentication of documents, proceedings and contracts

Save as otherwise provided in this Act,

a. adocument or proceeding requiring authentication by a company: or

b. contracts made by or on behalf of a company,

may be signed by any KMP or an officer or employee of company duly authorised by Board.

Section 22 - Execution of bills of exchange (BOE), etc.

1.  Negotiable instruments:
BOE, hundi or promissory note shall be deemed to have been made, accepted, drawn or endorsed on
behalf of company if it is made or drawn by any person acting under its authority, express or implied.

2. Other formal deeds:
A company may, by writing under its common seal, if any, authorise any person as its attorney to
execute other deeds on its behalf in any place (India/outside India).

If the company has no common seal, such authorisation shall be made by 2 directors or by director
+ CS, wherever the company has appointed a CS.
Deeds signed by such an attorney on behalf of the company and under his seal shall bind the co.

”Z%WF— "Do something today that your future

self will thank you for"

Incorporation of Company and Matters incidental thereto.
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A INTER-NOTESINE TWORKT

L Overview 3

This Chapter is divided in two parts:
PUb“c Offer (Sgc 23 - 41) Private Placement (5EC 42)

of Securities
| ii:"urm No.  Section Purpose
"~ pas-1 I 27 | Advertisement providing details of notice of SR for varying terms of
| | contracts
- \PAS .9 ‘ | Information Memorandum
| ‘PAS: -3 139 & 42 | Refurn of allotment of securities
' |pas-4 42 | Prwafe placements of fer cum application letter (PPOCA)
f |PA5 -5 | 4 ] Record of Private placement offers
| IR, 5oy of sections g
[ [Sec. | SectionName ~  Sec.  SectionName |
| 23 Public Offer and Private Placement 33 |Issue of Application Forms for Securities |
f 24 | Power of SEBI to Regulate Issue and 34 | Criminal Liability for Misstatements in |
| ' Transfer of Securities, etc. Prospectus '
25 Document Containing Offer of Securities | 35 | Civil Liability for Misstatements in
[ for Sale to be Deemed Prospectus Prospectus
| 26 | Matters to be Stated in Prospectus 36 |Punishment for Fraudulently Inducing ;
27 Variation in Terms of Contract or Persons to Invest Money
| 'Objects in Prospectus | 37 | Action by Affected Persons
| 28 Offer of Sale of Shares by Certain ' 38 |Punishment for Personation for
L _ 'Members of Company | Acquisition, etc., of Securities :
} . 29 | Public Offer of Securities to be in | 39 | Allotment of Securities by Company :
3 i Dematerialised Form - l 40 | Securities to be Dealt with in Stock
[ | 30 Adve.msemenf of Prospectus 1 Exchanges
| | 31 | Shelf Prospectus | a1 Global Depository Receipt
i‘ 32 |Red Herrmg,“Pr'os_ﬁecf.us } 42 |Private Placement
|

P S

Prospectus and Allotment of Securities
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Se iti U ) :
curities Securities is a wider term and includes:

es. units of collective investment g
' g

[Sec 2(81)] Shares, bonds, debentures, derivativ n
#

f Unit Linked Insurance Eolicy (e

Exception: - Securities shall not include units o
d includes:

Prospectus Any document described or issued as a prospectus an

[Sec 2(70)] a. Red Herring Prospectus (RHP) as per Sec 32 and
b. Shelf Prospectus (SP) as per sec 31

c. Notice, circular, advertisement or other

for subscription or purchase of any securities of Bod

Section 23 - Public Offer (PO) and Private Placement (PP) E s

1. Public company may issue securities: [ &Hic oHer 115ty 8 (ormpelscry )
through prospectus Private Right issue and Bonus issue as per this Act (and SEBI

to public (PO) Placement case of listed company/company intending to get listeq

2. Private company may issue securities:

+hroughprospectus- Private
ropubhe Placement

documents inviting offers from p,
y Corporate.

Right issue and Bonus issue as per this Act (and SEBI ¢
case of listed company/company i ntending to get listed

—_—g

3. Notified class of public companies may issue securities for the purpose of listing on stock exchax

in permissible foreign jurisdiction. (Overseas direct listing) B -
N ] Fellow ﬂn_?ulv\}.t.d‘&"'
Note: Public offer includes IPO, FPO and OFS.
L o e S I
Section 24 - Power of SEBI to regulate issue and transfer of securities: 3 |
Provisions related to the following shall be administered by SEBI in case of listed companies
companies intending to get listed onRSE:
a. issue and transfer of securities _ _
b. non-payment of dividend. _
In any other case, it shall be administered by Central Government,

Clarification: Powers relating to other matters such as prospectus, return c}f d”gfment rgag;ﬁpf_i:}f
preference shares and others (as per Act), shall be administered by Central Government or Tribt

or RoC as the case may be. (even if it relates to a listed company.)
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5 - Document Containing Of fer of Securities for Sale to be Deemed Prospectus

+d ————> Issue House Document = S
ALt Deemed Prospectus

Public

¥
L~

here 0 cOmpany (ALtd.) allots or agrees to allot any securities of the company with a view that those

1L fered for sal - |
- gecurities <hall be of fered for sale to public, any document by which the offer for sale to the public
» i made shall, for all purposes, be deemed to be a prospectus.

e

1 ! i vision: All the laws relating to content of prospectus and liabilities u/s 34 and

“s5shall applyasifi
", the ggcurjties __had been qff_en_"gd to the public fp_r' subscription, and

persons accepting such offer were subscribers for those securities.

"~ Presumptions: Unless the contrary is proved, it shall be evidence that an allotment of securities was
" mode with a view to the securities being offered for sale to the public if it is shown:
"o that offer for sale to public was made within 6m after the allotment or agreement to allot; or

b, that at the date when the offer was md%., v}holg 'c'onsider_*a'_ric_:-n had not been received by co.

In addition to matter stated u/s"26, f_dildwing addiﬁoﬁdl matter is to be included in such doc:

| o Netamt.of consideration received/to be received by the company

b. time and place at which cuﬁtrqcf_fc;r allotment of said securities may be inspected

[ - Persons making the of fer were deemed to be persons named in a prospectus as Dirs. of a co.

. Signg d d prospectus:

* Company: Signed by 2 directors
Firm: Signed by at least § of the partners. % fiu fiem

Relevant case law:

—_—

! :SEBI v Kunnamkulam | If rights issue is renounced in favour of > prescribed no. of persons (sec 42),
¢ Faper Mills Ltd, it becomes a p;ui:lir; offer and offer document = deemed brospectu.s_ti/s 25,
¢ Nashv Lynde A .pros;-;ectus marked "strictly private” shared by a solicitor with his client
!v | does not amount ‘h: an issue to the public. Hence, sec 25 not _applicdb-l_e.

Prospectus and Allotment of Securities
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5 Prospectus shall not i nclude a statement purporting to be made by an expert, unle

Section 26 - Matters to be Stated in Prospectus @’@f

1. Every prospectus issued by or on behalf of public company Shﬂ!_' be dated ang Signeq,
Prospectus shall state info. and set out such reports on financial information qg Spe{:iﬁe;i'___
consultation with C6. Unless specified by SEBI, the regulations already made by SEBL ¢

Prospectus to include:
a. declaration about compliance with this Act, and _
b. statement that nothing in prospectus is contrary to this Act, SEBI and ScRra ] 1
2. Nothing u/ss (1) shall apply to the issue of prospectus relating to issue of shares or de
Q. to existing members or debenture holders, whether or not there is right to reng
b. where such shares or debentures are uniform with the ones previously issued
quoted on RSE.

= i —

3. Sec 26 applies to prospectus i_ssued on formation of company or subsequently. =
_Note: Date indicated in prospectus shall be deemed to be the date of publication,

4. File prospectus with RoC: No prospectus shall be issued unless, on or before i
thereof has been delivered to RoC for filing, signed by:

every person who is named therein as a director or proposed director of the ¢

| by his duly authorised attorney.

*_expert is a person who is not engaged or interested in formation or promotion/
_ - has given his written consent to the issue of the prospectus and _ ]
= has not withdrawn such consent before fi ling of such prospectus with RoC
_*__astatement fo that effect shall be included in the prospectus.

Es . Every prospectus shall, on the face of it:
- a. state that a copy has been delivered to RoC: and
. b. specify docs attached to the copy so delivered
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SRR e h e s L L aa o o caa

:

eection 27 - Variation in Terms of Contract or Objects in Prospectus R8I 2%

Company shall not vary the terms of a contract referred to i in the prospectus or objects for which the

~ospectus was issued, except with:
P

a. Prior approval by way of special resolution in GM and:
; Pr-gscribﬁd details of such resolution shall be:

published in newspapers in Form PAS-1 (English + vernacular which is in circulation at place
where RO is situated) and
placed on the website of the company, if any,
indicating the justification for such change;
Amt so raised cannot be used for buying, trading/otherwise dealing in Equity shares of listed cos.
d the dissenting shareholders shall be given an exit offer by the promoters and controlling
shareholders in accordance with regulations to be specified by the SEBI.

Rule 7 of The Companies (Prospectus and Allotment of Securities) Rules, 2014: A
<R u/s 27 shall be passed through Postal Ballot. Notice of proposed SR to contain following info:

Original purpose/ total money money utilised for extent (%) of achievement of
object raised stated objects proposed obj.
snutilised  particulars of the reason and justification risk factors pertaining to the
amount proposed variation for variation new objects
proposed time limit within which proposed objects would be achieved other relevant info

Section 28 - Offer of Sale of Shares by Certain Members of Company

Authorise the company

*  Where certain members (individual or BC') of a company propose in consultation with BoD
To offer whole or part of their holding to publfc.
the members shall then collectively authorize the company to take necessary action for OFS and
then they shall reimburse the company of all expense incurred.

Socument by which such OFS is made to public shall be deemed to be a prospectus issued by the
“ompany and all provisions related to content and mis-statement shall apply.

Rule 8: The following provision of this chapter shall not be applicable in case of OFS: \

the provisions relating to minimum subscription;
the provisions for minimum application value;
the provisions requiring any statement by BoD in respect of utilization of money: and
oy other provision/information which cannot be compiled or gathered by the of feror, with detailed
Wstifications for not being able to comply with such provisions
°5PECTus u/s 28 to disclose name of the person bearing cost of making the OFS,

Prospectus and Allotment of Securities
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Notwithstanding anything contained in any other provisions of this Act:

€very company making public of fer; and

such other class or classes of public companies as may be proscribes,

shall issue the securities only in dematerialised form by complying with the provisigne of 4
Depositories Act, 1996 and the regulations made thereunder.

a
b.

In case of prescribed class of unlisted companies, the securities shall be held or transfepreq on|
demat form in the manner laid down in the Depositories Act, 1996 and regulations made Thereuna
Any other company may convert its securities into demat form or issue its securities in physicq| ¢,

in accordance with the provisions of this Act or the Depositories Act, 1996 and the regulations Macs
thereunder.

Rule 9B: Demat for private company A

Every private company (other than small company) shall on or before 30th June 2025:
*  Issue securities only in demat form, and
*  Facilitate dematerialisation of all its securities.

Section 30 - Advertisement of Prospectus z@'

Where an advertisement of prospectus of a company is published in any manner, it is necessary t:
specify therein the contents of MoA as regards fo:
Objects Liability  Amount of SC of Names of the No. of shares Capital
Company (ASC) signatories subscribed by them Structure

Section 31 - Shelf Prospectus (SP) f@”@j
M 2 |

She.lf prospectus means a prospectus in respect of which
- the securities or class of securities included therein
- are issued for subscription in one or more issues over a certain period
- without the issue of a further prospectus.

- Such class of companies as SEBI may provide by regulations, may file shelf prospectus with Ro-
- Such filing shall be done at the stage of first offer of securities included therein.
It shall indicate the period of validity of such prospectus which shall not exceed 1 year.
Validity shall commence from date of opening of first offer of securities under that prospec’”
For second or subsequent offer of such securities issued, no further prospectus is required-

Prospectus and Allotment of Securities
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g m_mgﬁmﬂgmgmdumﬂfm; (Form PAS-2)
_ within 1 menth prior to second or subsequent offer, a company has to file IM with RoC
IM to contain material facts relating to:
New charges Changes in financial position of company between Other changes as
created previous offer and subsequent of fer prescribed

- Whereacompany has received applications for allotment of securities along with advance payments
' of subscription before making of any such change, the company shall intimate the changes to such
applicants and if they express a desire to withdraw their application, the company shall refund all

the monies received as subscription within 15 days thereof.

| Note:
1 IM together with shelf prospectus shall be deemed to be a prospectus.
.2 As per SEBI regulations, Banks, NBFCs, Housing Finance companies etc. are allowed to issue SP.

Section 32 - Red Herring Prospectus (RHP) -
__ Prospectus which does not include complete particulars of quantum and price of securities offered.
. Such quantum and price is determined on the basis of book building method.

_ Legd provision: sl = o ff : - <. el
.= Company proposing to make an offer of securities may issue a RHP prior to prospectus.
<= File such prospectus with RoC at least 3 days prior to opening of subscription list and the offer.
.= RHP to have same obligation as prospectus. gt i
+ Variation between RHP and prospectus to be highlighted as variation in prospectus
*_Upon closing of of fer, RHP prospectus stating therein the total capital raised and closing price and
| any other details as are not included in RHP shall be filed with the RoC and the SEBI. |

- Book building is a process of price discovery in a public issue. _ .
Company does not fix a single price but provides a price band (floor & cap price - 20% vuriaﬁlc-n).
Investors bid for the number of shares and the price they are willing to pay within this band.

- Demand at ditferent prices is recorded in a *book”

1~ The final issue price (called the cut-off price) is decided based on this demand. .
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Section 33 - Tssue of Application Forms for Securities JLob

Every application form for purchase of securities shall be accompanied by an abridge p"OSpg
ey,

Exception: Abridged prospectus shall not be required if application form is issued wp 4 .

@ bonafide invitation to a person to enter into an underwriting agreement; or

b. in relation to securities which were not offered to the public (e.g., - private Plﬂcemem)

¢. where offer is made to existing members of the company

Copy of the prospectus shall, on a request being made by any person before the chmg :
< . of .,
subscription list and the offer, be furnished to him.

Default u/s 33 - company shall be liable for Rs. 50,000 for each default.

Section 36 - Punishment for Fraudulently Inducing Persons to Invest Money

Any person shall be liable u/s 447 if he:

- either knowingly or recklessly

« makes any statement, promise or for'ecasf which is false, decep‘rwe or misleading or
- deliberately conceals any material fact,

« to induce another person to enter into any agreement:

for Subscribing, the purpose of which is to secure for obtaining cred:
Acquiring, Disposing or a profit to any of the parties facilities from any bor!
Underwriting securities from such securities or financial institutior

Section 37 - Action by Affected Persons 5 | ) _ -

. A suit may be filed, or any other action may be taken u/s 34,35 or 36
« by any person, group of persons or any association of persons
. affected by any misleading statement or the inclusion or omission of any maﬂ'er in the prospecﬁ

iy

seek remedy u/s 37. N who subsequently purchases shares from M cannot seek such rcmed}’
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Section 34 and Section 35 - Liability for Misstatement

A contract of shares is a contract of Uberrimae fides (Latin), which means 'utmost good faith’. It
means all parties must deal in good faith, making a full declaration of all material facts. Mis-statement
chall attract liabilities u/s 34 and 35.

_Author's Note: Liability u/s 34 is

Section 34 - Criminal Liability
Applicability:
If prosp&cfus
statement - untrue or misleading,

includes any
every person who authorizes the
issue of such prospectus shall be
liable under section 447.

Section 35 - Civil Liability

Appiicab_iliﬁ .

»  Where a person has subscribed for securities of a co +

« Acting on any statement included/omitted in prospectus
which is misleading, and

« has sustained loss or damage as a consequence thereof

attracted irrespective of whether:
. Subscriber has sustained |

losses or not _l

« Misstatement was in’renﬂonat,‘ .

or unintentional. ]

|
|
1

|
|

Person Liable: Company a and every perﬁon who is:

| « Director at the time of issue of prospectus or aurhorlzed

himself to be named as director
. Agreed to become director in future
Promoter of company
. Authorized the issue of prospectus
. Expertu/s26(5)

| Above person shall be liable to pay compensation fo every person.

who has sustained such loss or damage. |
e —— l
If proven that prospectus issued with intent to defraud - every |
person u/ss (1) shall be personally responsible - without unﬂ

limitation of liability

- . 2 g

Fxcephon Such person “shall not
be liable if he proves that:
*  Such statement or omission was |

immaterial or

* that he had RGTB

statement was true or the|

1hat!

inclusion or omission

ﬂECESSary' |

was | -

Exception: No person shall be liable if he | prove.s es that:
Having consent to become director, withdrew the consent
and prospectus was issued without consent. |

Prospectus issued without knowledge or consent and on '
becoming aware gave reasonable public notice |

!
Such statement was made on basis of expert's report + such [
statement was true and fair representation of expert's :

statement + 5uch person had RGTB ‘rhaT expert is competent |
|

Prospectus and Allotment of Securities
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Pr-e—requusrre.s To clcum damages for deceit:

b. The clmmanf is the original allottee and had seen the prospectus.

. Prospectus said company regularly paid dividends, buf I1' was ac‘runlly making

I TS NN S — S

Remedies for misrepresentation in Prospectus under Indian Contract Act:

Particulars Right of Rescission : Right of ACfion_f
Ground ' Prospectus contains untrue or misleading Mis-statement amounts ¢,
_ { stutements B .
Relief Contract is voidable and subscrrber may se.ek Investor may clnjr_“ -
i __| rescission in court ) the company (even
Effect | Subscriber's name removed from register; | Investor can

:enﬁﬂed to refund with interest along with | compensation for I
_| compensation u/s 75 of Indian Contract Act
Condlhons or |Not available to subsequent purchasers from Person must prove
Limitations | market or to subscribers of MoA. misrepresentation
| R fact, and loss suffe

Another remedx undeg Indmn Confmct Act - Damgges for' Decen “5) ...

= Persons responsible for issue of prospectus can also be held I:able in an action fw
the Indian Contract Act, 1872.
- This remedy is available even where rescission is lost (due to delay, negl _gence ¢

a. There was a fraudulent mis-statement r'elr.n'ed to some existing material facts.

c. He has been actually deceived.

Relevant cas; Ig_w . O
Peek v. Gurney .« Directors issued a fraudulent prospectus.
'« Peek bought shares months later from RSE (n

i ~ the prospectus).

Cour'T held directors not liable because Peek did mt :

of prospectus.

i ——i et e

Few examples of misleading statement in prospectus: el
. Prospectus said directors and friends subscribed mosf of Thc cqpn‘ql but in 1
only a few shares - misleading.

came from reserves - millmding
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Eat

ighment
without prejudice o any liability including repayment of any debt under this Act or any other law i
:nce, any persen quilty of fraud shall be liable as follows:

amount involved in At least Lower of: Less than Lower of:
she fraud a. Rs. 10 lakhs a. Rs. 10 lakhs
b. 1% of T/0 b, 1% of T/0
whether public No Yes No
sterest involved?
Jail 6m - 10 years 3 years - 10 years Upto 5 years
And/or AND ‘ AND OR
Fine Up to 3x amt involved | Up to 3x amt involved = Upto Rs. 50 lakhs or both

F~oud bole toh?
Fraud means any act, omission, concealment of facts, or abuse of position,
4one with intent to deceive, or to gain undue advantage, or to injure inferests of any person,

whether or not there is wrongful gain or wrongful loss.

Section 38 - Punishment for Personation for Acquisition, etc., of Securities

4 person shall be liable for punishment u/s 447 if:
He makes or abets the making of an application in a fictitious name to a company for acquiring, or

subscribing for, its securities; or
5 He makes or abets the making of multiple applications in dif ferent names or different combinations

of his name or surname for acquiring or subscribing for its securities; or
¢ Otherwise induces, directly or indirectly a company to allot or register any transfer of any
securities to him or to any other person in a fictitious name.

Tre provisions u/ss (1) shall be prominently reproduced in every prospectus /form of application.
liote: A person who gets shares allotted in a fictitious name becomes liable as shareholder.

Where a person is convicted under this section, court may order disgorgement of gain made by him.
The order may also include seizure & disposal of securities found in his possession.

Amount received through disgorgement or disposal of securities u/s (3) - Credited to IEPF.

Note: The purpose of the section is fo prevent allotment of shares in fictitious names.

Prospectus and Allotment of Securities
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Section 39 - Allotment of Securities by Company DB

[Read with Companies (Prospectus and Allotment of Securities) Rules, 2014]

Company can allot share to public only when:
4. amount stated in prospectus as minimum amount has been subscribed and
b. sums payable on application have been paid by cheque or other instrument,

Application money shall not be less than 5% of nominal amount of securities or other %, SPecifioy
SEBI through Regulations.

Relevant points for allotment:
* Re-issue of forfeited shares is not treated as a fresh allotment.
* As per SEBI Regulation:
a. minimum subscription must be 90% of the entire issue.
b. minimum sum payable on application is at least 25% of the issue price.
¢. Incase of OFS, application money = 100% of issue price.
d. Allotment cannot proceed unless actual cash is received by the company.

Refund of application money:
Company shall return the amount in prescribed manner if:
*  Stated minimum amount has not been subscribed or

Application money is not received within 30 days from date of issue of prospectus or such othe
time specified by SEBT.

e 1. 2efund T8

Apphcahon money shall be repaid within 15 days from closure of the issue.
If not so repaid: Directors who are OID shall be jointly and severally liable to repay with interes
@ 15% per annum.

Such refund shall be credited only to bank account from which subscription was remitted.

When a company having share capital makes any allotment, it shall file with RoC - Return of Allotme”
within 30 days of allotment of securities in Form PAS -3 along with prescribed fees.

Rule 12: Attachments to Return of Allotment: 2&

In case of:

e Attachments to Return of Allotmen?
Any allotment

{
List of allottees with name, address, occupation and no. ©
securities allotted.

10
List to be certified by SiQHQTOF‘Y of PAS-3 as CompIETE an
correct,

Prospectus and Allotment

of Securities
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5¢cur'm¢5 ("‘” bemg bonus » A copy of contract duiy sfal;n_[.a_ed tog;_efhe;r with aﬁw) contract |

¥ ] ' ghares) allotted as fully or P“"“Y of sale if relating to a property or an asset, or a contract for
{ ! P“'d up for consideration other | services or other consideration.

{ | ;than cash | » If such above contract is not reduced to writing, comp!efe
[ | particulars of the contract stamped with the same stamp |
| | duty as would have been payable if the contract had been'

A report of registered valuer w.r.t. valuation of the consideration
 to be attached
Mmas ] Copy of resolution passed in GM authorizing such issue
T'g-h;;z.;_u/s 62(1)(c) by company ‘ Valuation report of registered valuer

| other than listed company |

T
|
I8
gl reduced to writing.
J

aulfufss 3 und 4): _-_-_ ________.___ B __ ____ -. __ SR

Comparrr + OID - Ligble - F Rs 1 OOOIday but not exceedmg Rs. 1 lakh for each defuuh RIS .

Dealt with in Stock Exchanges G@/@'@' __ o _ _

~tion 40 - Securities to be

SELTIO

| obtain pmmsswn for' securities 1'0 be dealt with in such RSE g el |

BB it v e A BTG 9O (.00 T

2.| Where prospectus states application u/ss (1) has been made - Also state the 1 names mes of RSE in whnch N
| the securities shall be dealt with. _ . s il .

| . | Application money from public shall be kept in a separate bank account in a scheduled bank and shall

 not to be utilised for any purpose other than:
a. Adjustment against allotment where securities have been permuﬁed to be deal'r »_mfh on BS_E

_ . Repayment within the time specified by SEBI if ‘company is unable to ulln'r securities

e e e — e == - —_— = S z

: _g condition in prospectus binding an npghcunt to waive compliance w wlth_ 'rhn_s_sgt;ﬂ@  shall be vmd
[e.g., If prospectus says applicants’ money can be used for general purpose before allotment - void]

e e e et e —

—

| If a company defaults in complying with this sec'rion it is liable to a fine uf %5 lakh to X50 Iakh and
every OID is lgble fo a fine of $50000t0 ®3Makh.

s e - —— = - -
E—

S - S ———

e e ———

—rr——
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Rule 13 : Payment of Commission: A0
Commission can be paid subject to following conditions:

@ Such payments to be authorized by AOA.

0 Commission may be paid out of - (a) Proceeds of issue, or (b) Profit of company, op +

Sath

¢ Rate of commission:

In case of sec. igsue being: Commission shall NOT excee
Shares | Lower of:
a. 5% of price of share issue or

'b. Rate auth by AOA

Debentyres : : | Lower of:

a. 2.5% of price at which debenture issued op
e 'b. Rate auth. by AoA

d. Prospectus to disclose:
name of underwriters

rate and amount of no. of securites underwrittey ..
(u/w)

commission payable to u/w subscribed by y/y
No commission to be paid if securities are not issued to public.

copy of the contract for payment of commission is delivered t

0 RoC at the time of delivery of »;
prespectus for registration,

Concept clarity check:

1. ALtd applies in BSE and NSE for obtaining permission prior to IPO. Of them, NSE rejected tht
application and BSE approved such application. Can A Ltd. issue TPO - No. All the RSE whe
application has been made has to approve such application

Can underwriting commission be paid in kind (

say, in forms of flats) - Yes, there is no s’
restriction in law that commi

ssion has to be paid only in cash,

Section 41 - Global Depository Receipt (GDR):

(Read with The Companies (Issue of Globg| Depository Receipts) Rules, 2014)

Foreign Investors

Overseas Depository Bank

DRs | [Deutsche
. Bank]
Indian Company * Domestic Custodian Bark
[Infosys Ltd.] Shares [ICICI Bank Ltd.]

Prospectus and Allotment

of Secunities
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GDR is an instrument in the form of a depository receipt created by a foreign
P depository outside India and authorised by a company making such issue.

"Author‘ifY A company may issue depository receipts in any foreign country after passing a
Special Resolution in GM, subject to prescribed conditions.
Manner & DRs may be issued by way of public offering, private placement, or any manner

Form prevalent in the concerned jurisdiction.

- DRs may be listed or traded on platforms in the concerned jurisdiction.

. DRs may be issued against new shares or may be sponsored against existing
shares held by shareholders, subject to CG or RBI conditions.

'Underlying DR shall be issued by an overseas depbsifoﬁ;b;nk (CjBB) appoinfe.d by the company

Shares and underlying shares shall be kept in custody of domestic custodian bank (DCB).

_vbfirg Right . Holder of DRs becomes a member and can vote only after conversion of DRs into
underlying shares.

« Until conversion, the overseas depository votes on behalf of DR holders as per

Section 42: Offer or Invitation for Subscription of Securities on Private Placement (PP)
Definition: @f @’@"@‘
. ‘“Private placement” means any offer or invitation to subscribe

. toaselect group of persons by a company (other than by way of public offer)

. through private placement of fer-cum-application ("PPOCA"), which

. satisfies the conditions specified in this section.

Provision:
1. Subject to this section, a company may make private placement (PP) of securities

2. Private placement:
« Private placement to be made only to select group of person identified by BoD
(called as Identified Persons (IP).
~+ Number of IPs shall not exceed 50 or higher number as may be prescribed (200 members in
aggregate in FY)
= Above limit of 200 not to include: QIBs and shares offered under ESOP u/s 62.
~ IN.A.- NBFC and HFC if regulation by RBI or National Housing Bank complied with]

|
- |

Explanation- Tt is hereby clarified that restrictions of 200 members would be reckoned individually
 for each kind of security that is equity share, preference share or debenture.

Prospectus and Allotment of Securities
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P

VU

Rule 14: Private Placement: A b
The proposal to make PP has to be previously approved by SH of company Dy a SR for gqg),

ES annexed to notice for SH approval shall made following disclosure: |

a. particulars of the of fer including date of passing of Board resolution;

b. kinds of securities of fered and the price at which security is being offered:
¢. basis or justification for the price (inc!. premium, if any) at which of fer/invitation is
d. name and address of valuer who performed valuation;

e. amount which the company intends fo raise by way of such securities;
f

material terms of raising such securities

= . i
SR is not requnre.d in case of offer for | NCD |f amounT r‘msed <—_ llrm't u/s ' 180(1)(c) and in s -
BOD r'e.solu‘non is ude.quute. ) wl v eie™ AT
Howe.ver- if nmounf ' raised exceed limit u/s 180(})((:) Tt shall be. SLIf’ﬁC_IE_Fﬂ' _'f_c"mPﬁﬂY
prevu:us s SR only once. m. ayear for all such off_grs dur-mg The. ye.ar ==

2. In cus;a of offeg to QIBs AR PRSI R

If cornpany passes _prevmus SR only in a year‘ for all such allo’rmenfs during the year'

Exception:

No offer or invitation of any securities under this rule shall be made to a body corporate i

in, or a national of, a country which shares a land border with India, unless such body corpc

obtained Government appr-oval under FEM (Non-debt Instruments) Rules, 2019 & such approy
aﬂnched mﬂ'\ PPOCft .

_u:rhgr_s_t:bli China, Pakistan, Bunglade.sh Nepal, Bhutan, Myanmar, and Afghanistan are the
' sharing land border with India

g5 Company shall issue PPOCA in Form PAS-4 to IPs whose names and addresses are record&d_'_'_m
Mote: PPOs shall NOT carry right of rcnuncmtmn

1
-
.« If acompany makes an of fer to nllot securities to more than prescribed no. of IPs,
" |. thesame shall be deemed to be an offer to p pubhc and

1 __ 1. shall nccordiﬂgw be govmd by the provislnn.s of Part I of this Chup‘l'ﬂ‘

5 . irrespective of whc_t_hg_r or not the payment for securities has been re
"~ |+ whether the company intends to list its securities or not onuny SE in or

S

Ir'|',.-:.["-' cCTus '-”'.'.i -"1'||!':_"' fment of Sor S
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pqyment of subscription money:
||Img 1o subscribe to PP issue shall apply in the PP and application issued to such person along with

cription money paid either by cheque/DD or other banking channel & not by cash.

-

'Ap,plicnﬁon money not to be utilized unless allotment made and return of allotment filed with RoC.

ipition on h offer:

' No fresh offer unless:
‘o allotments W. r.t, any of fer or invitation made earlier have been completed or

‘p. that offer or invitation has been withdrawn or abandoned by the company.

1 ot € check:
hibition applues for drffere.nT kind af securmes dlso iie., if PP of equuty is yet to finish, you

" The prot
ben‘rure.s ulso unless PP of equy is completed or withdrawn.

m\nt sfnrf PPuf det

of upplncahon money i ]
hin 15 days from axpury of 60 days _
mterest & 12 % pa. frorn expiry

1. Em:pany shul! allot n‘s securme.s wn'rhm 60 days from receup‘f

. If company fails  fails to alla’r )t securities in 60 days - - Repay same wit

3 If company f fmis to repoy I'r shall be | Imble to repay’ 'rha'r t money +

pt in a separate b bank acc accounT inas 5cheduled bank + Not tot be u‘tthzed for |

Apphcafmnmneyshallbeke
pms&ofh:rf__hnﬂn________q__ﬁ__ i b a - wi

| i MJM against allotm: allotment ARl S b iid
b. anmf xayment - If company ¢ unnble fu alrot securn‘les e £ s A1

-

e zments or uﬂlase 7 medla murketmg or _

’ Sud'l compnrry w shall NOT refease any pubhc adverhs

| ﬁﬂTibm——l; channels or agents fo | mform the pubhc at lan

].I.I“lll.'

: 5“‘" compw 1o ﬁle mth RoC a thurn of / AlIotment" in Form PAS-3 mthm 15 days from da‘l‘e of ey~
- d"”"’”“ ('Mludlng a lm‘ af nll alloﬂu.s their full names, nddusses number of securities, s, eftc)

4: Private Placement (Continue d)

| Return of allotment in Form PAS-3 shall include the following details: 33 i Bty
. fh: full name, , address, p.mamm  Account Number and E-mail ID of such security holdzr e i

4 fhtclmcfuaurityhcld A

|+ the date of allotment of sec u.ci.rl'ry ot i .

' no, of securities held, | nominal value and amo_uﬂ _p_qid on such murmes. “and par‘hcular's of
——— os were issued fm- cunsademhon o’rhcr ‘than cash.

.| Consideration received if enfire securities were 155U

tment of Securities

,ctus and Allotn
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9. | Default in filing Return of Allotment - Company, its promoters and directors - Fine Rs. 1 gog

10. If such company is in contravention of this section - Company, its promoters and director

- V'V \UJ

 for each default upto Rs. 25 lakhs.

may extend to amount raised through the PP or Rs. 2 crores, whichever is lower, and The
' also refund all monies with interest (12%) within 30 days of order imposing the penc

Note:
QIB means the "Qualified Insmu'rronal Buyer" o3 deﬁned in SEBI RCQ‘U'ﬂ* ons.
PPOCA letter shall be in Form PA5—4 - serially n nurnber'ed g@}ﬂ?”lﬁsw
to whom the of fer is made and shall be sent to him, , either in writing or in
of recording the name of such person.
'+ Company to maintain comple‘re record of such offers in Form PAS-5.
= Company shall issue PP offer only after relevant SR/BR filed with RoC
*  Anyofferor mw'ra'hon which is not in compliance with the provision of S

public offer and relevant provisions shall apply accordingly.

Section 180(1)(c) - Restriction on power of Board w.r.t. Borro. w.rf.nrq Mone
Board can exercise the e following power only with the consent of comp

Borrow w money if money to be borrowed + already borrowed > PU 1

Imy ortant Note:
- If BoD borrow in excess of limits specified, shareholders mny

I PUSC to include both - equity as well as preference.
. SRnot apphcablz in case of temporary loans (payable m
| bankers in OCOB.

Temporary loan « dazs no‘r include loan raised to fina
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*‘ﬁ _ share Capital and Debentures

Summary of Forms

Form No. Section Purpose
Certificates & Registers
SH-1 46 Share Certificate (or duplicof_e THereof)
6H-2 46 Register of renewed & duplicate share certificates.
SH-3 54 Register of Sweat Equity Shares (SES).
Transfer & Alteration
SH-4 56 Instrument of transfer (IOT) (for physical securities).
SH-5 56  Notice to transferee (when transferor alone applies for partly-paid shares).
SH-7 61,64  Notice of alteration of share capital (with altered MOA).
: _ - Buy-back of Shares
SHB 68  Letter of offer for buy-back (filed before buy- back]
SH-9 68 | Declaration of Solvency (before buy-back resolution).
SH-10 68 Register of bought-back shares/securities.
SH-11 68 | Return of buy-back (filed with RoC & SEBI, if listed).
SH-15 ___6_8___ _(;e_r_‘ﬂﬁ_cgte by directors canﬁrmmg compllunce with buy-back rules (5H-11).
Debenj‘yras B
_EH-iZ 71 | Debenture Trust Deed (for protection of debenture holders).
o ¥ Surnary of sectiors SN
Sec.  SectionName [ Sec.| Section Name
43 Kinds of Share C(J.pl'f0| - 58 | Refusal of Registration and Appeal against
4  Certificate of Shares Refusal
47 Voting Rights 59 Rec‘rrﬁcu‘non of Register of Members
48  Variation of Shareholders' Rights 61 Powe..r of Limited Company to Alter its SC |
49  Calls on Shares of to be Made on Uniform | 62 | Further Issue of Share Capital
Basis 63 | Issue of Bonus Shares
5% Calls in advance 64 |Notice to be Given to Registrar for
51 Payment of Dividend in Proportion to Alteration of Share Capital
| Amoun‘r Paid-Up 66 |Reduction of Share Capital
5 52 5 Apphcahon of Premiums Received on 67 |Restrictions on Purchase by Co. or Giving
Issue of Shares of Loans by it for Purchase of its Shares
53 Prohibition on Issue of Shares at Discount | 68 | Power of Company to Purchase its Own
34 | Issue of Sweat Equity Shares Securities ,
35 lIssug and Redemption of Pref. shares 69 | Transfer of Certain Sums to CRR Account :
I 25 Transfer and Transmission of Securities | 70 |Prohibition for Buy-Back |
7| Punishment for Personation of SH. 71 | Debentures i

of S et e s
* Sec 44,45, 60, 65 and 72 are not apphmble for exams.

Share Capital and Debentures
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Share [2(84)) "Share" means a share in the share capital of a company and inclyde, St

Stock Stock is a collection of fully paid up shares. _
Difference Stock is stated in lump sum whereas a share’ being the smallest Org,

between share and shares are issued to shareholders while in case of stock, the fully o,
stock shares of members are converted info ‘stock’ afterwards. Thys, ‘Stock
issued originally but is obtained by c0 conversion of fully paid-up shareg

Author's Note In India, shares and st_oc_:l-: are 1 frea'red the same.

Relevant Case Law:

e I - Dgﬁnmorl of Shﬂr‘ES
New London & | A share is no:r a sum of mn;ay, but is an m?eresT measured ina sum of me,
Brazilian Bank v.  and made up of various rights contained in the contract, including right toqs.
Brockle Bank of money of a more or Jess amount. o

Borland's Trustee  Share is the interest of shareholder in campnny measured by a sum uf More,

v Steel Brothers & for the purpose of liability in the first place and of interest in the secong ..
CoL1d also consists of a series of mutual covenants entered into by all shareholdz .

Section 43 - Kinds of Share Capital

with voting rights (plain vanilla)
Equity Share {

Capital with differential rights as fo dividend, vating/others
Kinds of Share
Capital Preference carries pref. wr.t payment of dividend and repayme”
" Share Capital of capital at time of winding up
lanations:

Equity share capital means all share capital which is not preference share capital;

Preference SC means that part of issued share capital which carries preferential right w.r1:
a. payment of dividend (fixed amount or amount calculated at fixed rate)
b. repayment, in the case of a winding up, of amount of paid up share capital.

Capital shall be deemed preference capital, even if:
a. in respect of dividends, besides preferential right to fixed amount/rate, it also has rig"
participate with non-preference capital,
| b. in respect of capital, besides preferential right to repayment on winding up, it also has” 4
participate with non-preference capital in any surplus after full repayment.

Share Capital and Debentures
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PRI e noTES NETWORK

s S

Note:
preference SHs may also participate in equity pool post preferential entitlements (depending on the

verms of AoA or terms of issue).

Unless gxpressly stated, preference shares are presumed to be not participating in such surplus.
‘scottish Insurance Corporation Ltd vs. Wilsons & Clyde Coal Co Ltd)

sreference shares are always presumed to be cumulative (unless AOA specifies otherwise)

4 company cannot have PSC without issuing ESC.

'_\JcQ:gQPDC@”_ifiif sec 43: Private company where MOA or AOA so provides for it.

Equity Shares with Differential Rights: £ 1)
[Section 43 read with Rule 4 of Companies (Share Capital and Debentures) Rules, 2014]
Eollowing are the conditions to issue equity shares with differential rights (DVR):
AcA authorizes the issue of such shares.
Such issue is authorized by an ordinary resolution passed at GM.
If equity is listed on RSE - Seek OR through postal ballot.
Voting Power (VP) of shares with DVR shall not exceed 74% of total VP (including VP on such DVR)
Company has not defaulted in filing FS and annual return for 3 immediately preceding FY
Company has no subsisting default in:
payment of repayment of matured Redemption of Redemption of
declared dividend deposit + interest preference shares debenture + interest

Company has not defaulted in:
payment of dividend repayment of term loan + Statutory dues  Default in crediting

on preference shares  int. to PFI or Bank/other FI  w.r.t., Employee amount in IEPF
Provided that co. may issue DVR on expiry of 5 years from end of FY in which default made good.

Company has not been penalized by court or tribunal during last 3 years of of fence under the RBI

Act, SEBI Act, SCRA Act, FEMA Act or any other special Act.

Belevant points:
. Expiamtory statement annexed to notice for GM or postal ballot shall contain particulars of the
issue such as issue size and other details.
A company is prohibited from converting existing E

Details of such issue o be disclosed in BOD Report in the FY
Holders of such DVR shares shall enjoy all other rights such as bonus shares, rights shares etc.,

which holders of equity shares are entitled to, subject to DVR with which such shares are issued.
Register of Members (sec 88) shall contain relevant details of such issue along with details of SHs.

SC with Voting Rights into DVR and vice versa.
in which such issue is completed.

Share Capital and Debentures
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R A
N ol S :

i uch shares if certificate ig jg
Share certificate shall be prima facie evidence of title of s

1

4. common seal, if any or h“__
the company he
b. signed by 2 directors or by a director and €S, where::ecmrs o
Note: If composition of BoD permits, at least 1 of above _
o S———
Where share is held in depository form, record of depository IS
beneficial owner. -

¢. Duplicate share certificate: -
Duplicate certificate may be issued if:

a. it is proved to have been lost or destroyed: or
b. has been defaced, mutilated or torn and surrender ed

Rules: Duplicate share certificate: .h\
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ot records. and joint ownership:

preser’ "
= necords related to share certificates shall be preserved for 30 years. In case of dispute -

lrmangnfly.

| qncose of joint ownership, issue only 1 share certificate for all joint shareholders.

{ cection 47 Voting Rights
| 1# ther provisions of this Act:

ttoo
| Swlee . :
o every memoer holding ESC shall have right to vote on every resolution placed before the company

and

-y his voting right on a poll shall be in proportion to his share in the paid-up ESC of the company.

- In Nidhi company, ho member shall exercise voting rights on poll in excess of 5% of fotal VR.
i
FE Every mgmb_ér holding preference share capital (PSC) shall have a right fo vote only:
" ", onresolutions which directly affect the rights attached to his preference shares and,
b. any resolution for the winding up of the company or
- the repayment or reduction of its equity or PSC and

¢ fo
? his voting right on a poll shall be in proportion to his share in the paid-up PSC of the company

-

TP ——EEEN———

Note:
| 1. Proportion of voting rights of ESH to voting rights o

| | ESC bears to PSC. B B . -
2. Where dividend in_reSpect of a class of preference shares has not been paid for 2-ye§1rs or more,
such class of PSH shall_ha'\.';. a righ:r to vc_:_fe_an__ﬁu__ r_esoly'ripps____placed before the company.

(Once su;h__él_rrenrs are |;lid, PE';_H__E;:se;he_-ir - enhanced voting right.)

3. ESH with DVR shall exercise VP as per'_AQA _and terms _t_:f issue r-_u_'rhe.r than proportionate basis.

f PSH shall be in the sqr;l'e proportion as the

Non applicability of sec 47:

Frffm‘g company where MoA or AoA so0 PI"OVidES.

Bl Section 48 - Variation of Shareholder’s Rights ©
! How tovary the rights?
i»  Rights attached to shares of any class may be varied with:

- consent in writing of not less than 3/4th of issued shares of that class, or

- .~ special resolution (at a separate meeting of such class)
if provision for such variation is contained in AoA or MoA or in absence of such provision, such

Variation is not prohibited by terms of issue of such shares.

If variation by one class of SH affects rig
class of SH er-SR shall also be obtained and provision

hts of any other class, consent of 3/4th of such other
s of this section shall apply to such variation.

Share Capital and Debentures
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2 stis'runce Yo such variation

: lass
Where holders of not less than 10% of issued shares of a ¢
did not consent 1o sych variation or vote in favour of 5R

they may apply to Tribunal to have variation cancelled.
Where such app

Procedure:

%\r

ication is made, variation shall not have effect until it is conf, rmed by ™

g

t or SR.

Such application to be made within 21 days af ter date of consent or

Decision of Tribunal shall be binding on the shareholders. |
Company shall, within 30 days of date of order of Tribunal, file a copy thereof with Roc,

Crux of some of landmark judgements - to better understand the 'variation

New issue of preference shares ranking pari-passu with existing shares - not variation,
Cancellation of shares and reduction of capital also - not variation.

shall be made on uniform basis on all shares falling under that class.

2. A shareholder may pay only part of the call

part payment and must accept it. i.e. call ligbi
— L T accepT 1T, Le. call
; 8

2. Such '

of a class, sy, e

Note:
1

Shares of same nominaf value with different PUSC = Not same class.

amount; company cannot refuse s.s
' lity is not single indivisible det,

Co. may, if aufhorizg_:_i__l_::y_A_OA, {;c_c-epT f;_r;u_r!y member, the ;hm pa:
amt remaining unpaid on any shares hel;-:f by hlm even if such amt is not called -

advance payment shall not entitle the member to any voting rights.

vidends in proportion to amount paid- v
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o : L. IINNTE IR TN\ | A
2~ securities Premium Account and its UP;ﬁc-c:l:i:n 09

oy, 195 Shu.r'es at premium (cash/otherwise), transfer such aggregate amo
securities Premium Account (SPA)

where com unt of
prgmiﬂm to

use of amount in SPA account:

2 Appli_catiqn_o_r_ -
ue of unissued shares of company to members as fully paid bonus shares

g Towﬂrds iss
write Off Prefiminﬂw expenses of the company

write of f expenses or commission paid or discount allowed on issue of shares or debentures.
roviding for premium payable on redemption of any redeemable pref. shares or debentures

o

purchase of its own shares u/s 68 (buyback)

. Netwithstanding above (1) and (2), in case of such class of companies. as may be prescribed and whose

: £5 comply with prescribed AS u/s 133, the SPA shall be utilised for:
o towards issue of unissued shares of company to members as fully paid bonus shares

e aiForelminery

-

lowed on issue of shar'e.s/debenfures of company

¢ writeoff- Expenses/Commission paid/Discount al

=]

"¢ purchase of its own shares u/s 68 (buyback)

Note:
Provisions relating to reduction of share capital (sec 66) shall apply as if SPA = PUSC.

SPA is nat a free reserve.

Power to issue shares at premium is-given by law. It need not be specified in AoA.

Section 53 - Prohibition on Issue of Shares af Discount c@f
! Except as u/s 54, a company shall NOT issue shares af discount.

L. Any share issued by a company at a discount price shall be void.
Exception: It may issue shares at discount to creditors for conversion of debt into shares due to:

statutory resolution plan or
debt restructuring scheme as per RBI.

3 Defaylt:

C°’“Pﬂﬂv must refund all monies with 12%
CO'“P“"Y and OID - Fine upto amount

interest p.a. from date of issue.

raised or Rs. 5 lakhs, whichever is less.

Capital and Debentures 2
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Meaning of Sweat Equity Shares [Sec 2(33)1

" Such equity shares as are issued by a company

to its directors or employees

at a discount or for consideration (other than cash),

* for providing their know-how or making available rights in the nature of mfeﬂecm‘ﬂp
rights (IPRs) or value additions, by whatever name called;

Legal Provisions:

Notwithstanding anything contained in sec 53, company may issue sweat equity shares (SEs) (.

of shares already issued), provided that:

a. the issue is authorized by a SR

b. Resolution specifies:
No. of shares

c. If equity shares are listed, su

Current market price Consideration, if any Issued to .,
ch issue is as per SEBI Regulations. If not listed, as per Ryles

Rights, limitations and provisions of equity shares shall be applicable to sweat equity shares to;

shall rank pari passu with other equrfy shar-e.s |

Rule 8 - Issue of Sweat Equity Shares: A

Employees means:

(a) a per‘manenf employee who has been wor'kmg in India or outside Indig, or
(b) a director of the company, whether a whole-time director or not; or
' | (c) Director or Employee as per (a) or (b) above of subs:daary (India or oufs:

India) or of holding company.

Value additions Value additions are economlc benefits, actual or an’rrapcﬁ‘ed gamed byc

means: .- The.y arise frorn know-how or IPRs provrded by the person receiving SES
Validity of SR [ AIIone.nf of SES to be made within 12 months of passing SR
| InaFY, company shall not issue SES > 15% of existing PUESC or issue yalue:

Maximum issue

size per year | Rs. 5 crores, whichever is hlgher

Note: _
' At any time, max issue of SES shall not > 25% of PUESC.

In case of Startup (upto 10 year's_ of incorporation) - Issue shall no
' (instead of 25%) of its paid up equity share capital.
3 years fram date of' ullotmenf [mention lock-in in shure cer‘nﬁca?ﬁ]

$ 50

Lock in

Issue price . To be defermlned by Rzgls?er‘ed Valuer (RV) wl‘th proper Jushﬁcuﬂﬂ”
Valuation Valuation of value additions shall be done by RV with a proper ! report to BoD-
BoD report Company to disclose specific details of such issue in BoD report

Register ' Maintain register of SES in SH-3 at RO or such place. as BoD may decide. .

Share Capital and Debentures
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a. If consideration isa depreciable/amortizable asset - Carry to BS as per AS

mn:nsidc"“ﬂon b. Where clause (a) N.A, Expgnse as per AS
:ﬁhmd Earlier requirement that a company could issue SES-any affer- complf?'o"" of 1
eml

year from commencement of busme.ss has been omsﬁed

R " M= |

ron 50 - Lssue and Redemption of Preference Shares (PS) JL. 94354
el Yy -

mpany chall issue preference shares that are irredeemable.
co

or issue of PS:

issue has To be authorized by AoA

'\'\J tio

The |
. The issue has been authorised by passing SR in the GM.

4t the time of such issue - there is no subsisting default in:

Redemption of any preference share or

payment of dividend due on preference shares.
Such PS is redeemable within period not exceeding 20 years
Note: Company engaged in setting up and dealing with infrastructural projects may issue PS for
period exceeding 20 years but not exceeding 30 years provided that minimum 10% of such PS is
redeemed each year from 21st year on proportionate basis at the option of PSH.

: Redemption of p_refe_rence share:

Redemption of PS shall be only on terms on which it was issued or varied u/s 48.

PS may be redeemed:
At a fixed time or happening Any time at Any time at
of certain event company's option PSH option

Only fully paid-up preference shares can be redeemed
Source of redemption:

Such shares shall be redeemed only out of -

()  profits of the company available for dividend or

(i) proceeds of fresh issue made for purpose of such redemption

Creation of CRR:

() Where such shares are proposed to be redeemed out of profits, transfer a sum = nominal value
of shares to "Capital Redemption Reserve” A/C

(i) Provisions relating to reduction of share capital (sec 66) shall apply as if CRR = PUSC.

(iii) crRR may be applied for - paying up unissued shares 1o be issued as fully paid bonus shares.

“remium on redemption of PS:

% Such premiums shall be provided for out of profits or SPA.

H°W€Ver‘, in case of prescribed class of companies which complies with section 133, such
Premium shall be provided for out of profits or-SPA.

Such Premium shall be provided for before such redemption

Share Capital and Debentures
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i}

| a. proper ms*rrumen'r of ‘rransfe.r' (SH-4} ) duly stamped and dated has been execu‘l‘e:d 1

__ Concept clarity check:

Section 56 - Transfer and Transmission of Securities f@‘@/— : i

' Where an apphcaﬂon for regis?mﬁcn of ’f'meﬂ" of Pm'! Pﬁw

Deemed to be redeemed:
Where q company is not in position to redeem or pay dividend on any PS, it may:
with consent of 3/4th in value of PSH and
approval of Tribunal on petition made by it
issue further redeemable PS = amount of unredeemed PS + dividend due thereon.
On such issue - Unredeemed PS shall be deemed to have been redeemed.

Provided that Tribunal shall, while giving approval, order redemption forthwith of pg held b,
persons who have not consented to issue of further redeemable PS.
Note: Such issue of further redeemable PS or redemption of PS shall not be deemed tq be an ine
or reduction in share capital of company.

Example - Tata Steel 14.5% Preference Share {2017)

Note:

Register of members u/s 88 shall contain particulars w.r.t, such PSH.
If company intends to list such PS, it shall comply with SEBI regulations.

A company proposes to redeem a PS of nominal value Rs. 100 with a premium of Rs. 20p
redemption was to be made by furfher issue of PS. Decnde. the amount to be transfei
Zero! CRR is only needed when amount is pmd out of profit.

| (TOR) and transferee (TEE)
' b. such instrument specifies 1'he. narne address and occupation of TEE

' ¢. such instrument has been delivered to company by TOR or r TEE within 60 ¢ ck:ys Wf
with share certificate or Ieﬂer- of ulla'rme.n? t (if no certificate is in existence)

l
i

| company shall not register unless:
- Company has given notice (SH -5) of such ap
. TEEtuglumug]c:ﬁonfpthcth,.
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3

o

or of any cecurity of a deceased person made by his legal representative (LR) shall, even if the
der thereof, be valid as if he is holder at the time of execution of trf. deed

v Jitional points. related to transfer:
when securities are held in demat form, and both parties are registered beneficial owners with
the depository. Section 56 transfer formalities are not needed.
1f the transfer deed is lost or not delivered to the company timely, the company may still register
she transfer. But before doing so, the BoD may ask the parties to give an indemnity (ie.,awritten
promise 1o protect the company from any future loss or claim).

Exemption to ¢ Government company: -
Full exemption: ) Partial ‘exemption (‘rrf of bonds |ssued by Govt company)
Sec 56 shall not apply in |+ No requirement of formal, stamped & duly executed trf deed.

case of transfer of « Transferee shall give intimation specifying his name, address

securities held by the | and occupation, and
nominees of Government. |* deliver the bond certificate or, letter of allotment to the co.

£ Transmission:

Company can register transmission of any right to securities by ope;m'non of law on receipt of intimation
érom any person to whom such right is transmitted.
(i.e., transfer deed is not required in case of transmission. Instead, it requires _in‘rimatio_n)

[llustrative cases of Transmission:
Death (to Insolvency (to Lunacy (to administrator

Legal Rep) resolution professional) appointed by Court)

Delivery of certificates:
c”’“P“"Y shall deliver certificates of all securities allotted, Tmnsfar‘red or transmitted:
In case of: ~ Time period
sui‘tfﬂt?fi"s fo memor'andum l- 'thin 2m of incor oration
'Aﬂyﬂiﬂf“em of its shares | * within 2m of af allotment
l
|
|

within Im from date of recerpt of transfer deed or mhmanon

Transfer or transmission
Allo'fmznt cf debentures

—— B

5 within 6m from date of ullo'rmen‘r

If SECUFITle,s are held in demat form, co. to intimate details of allotment to deposnory pmmgdmﬂy

Puni

ent:

Ifq company makes any default u/s 56 - Company and OID - Liable to a penalty of 50 000.
Where any depository or depository participant, with an infention to defraud a person, has
; :
fansferred shares, it shall be liable u/s 447.

Share Capital and Debentures
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Forgery on transfer: 9

Forgery is nullity and forged transfer is void ab initio and gives no legq|
The original shareholder remains the real owner, and the company s
Register of Members and pay him dividends due, :
Even if the company issues a share certificate on the basis of , forgeq tranggy, =
validate the transferee's ownership, o, it g
A subsequent bonafide purchaser (without knowledge of for
buyer's title is only as good as that of the seller.

The company, while restoring the original shareholder's name, m
purchaser who acted in good faith and in turn, com
who Iodgr;d Ti't_e forged_?_rnnsf_erj.__ e
Case o (e, Barton . North Staffordshire Raiwgy Company) and Sec,

_\4_&‘- Waly
- certicate s onl prina fucie evidence and cannot override forgery,

"itle the 4

gery) also ge_‘ré no .,;,ii&‘ -

ay need tq_;omper;m
pany may recover indempiss ol

s shareholdrofRIL.Mr.Chor forged ' signatureand transferred i shaes ppe
Transferred the shares to My, C.andRIL registered the fransfen. —

' Company must restore ownershi;t_o—:‘xr: A it has no IGHI'E;Y_‘!;J—B_O_P C
f . —_‘_‘—‘—-—-—___________-_ e e — e =
*_Genuine buyer ¢ cqn claim indemnity from 8.

B, after indemnifli_ng C. may proceed agai
= Ty proceed g

— 0
jainst Chor.

el UG o, inter-est' Or receives or attemp
Y due to any such ownen, I

" —
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al of registration and appeal against refusal,

pefusal in €o5€ of Private Company Refusal in case of Public Company
"Notice of- refusal
sich company may refuse to register transfer/ - Securities of public companies are freely

ol ~gnsmission under its AoA or otherwise, but it musT transferable.
cend notice of refusal with reasons to TOR and TEE or Any contract w.r.t., trf of securities shall

rson giving intimation - within 30 days of delivery. | be a valid contract and enforceable.
appeal to] Trlbunal |
TE€ may appeal to Tribunal against such notice: | If a public company without sufficient cause
within 30 days from receipt of notice, or ]I refuses to register transfer within 30
i# no notice given, within 60 days from delivery of | days of delivery of instrument/intimation,
instrument/intimation. | transferee may appeal to Tribunal:

‘- within 60 days of refusal or,
|- if no infimation received, within 90 days
| of such delivery.

On such appeal, Tribunal may dismiss such appeal or order:

o registration of transfer/transmission within 10 days of receipt of order; or
b, rectification of register and payment of damages to aggrieved party.

Contravention of Tribunal's order: Imprisonment 1-3 years and fine Rs. 1 lakh to Rs. 5 lakh.

i Section 59 - Rectification of Register of Members
1 Application for Rectification of Register of Member (RoM):

If without sufficient cause, the name of any person is:
entered into RoM omitted from RoM unnecessary delay in entering/removing name
Aggrieved person or any member may make an application for rectification of RoM to:
¢. Tribunal, or
b. Competent court outside India specified by CG (in case of foreign members or debenture holder)

Tribunal may either dismiss the appeal or by order:
o Direct co. to register trf/transmission and co. to comply within 10 days of receipt of order, or
b. Direct rectification of the register and also direct the co. to pay damages to party aggrieved.

The sections shall not restrict the holder of the sec. from transferring such sec. and any person
- “Cquiring such sec. shall be entitled to voting rights.

Where q trf. is made in contravention of any Law, Tribunal may, on application to it, direct the company
= dePGS'TUW to set right the contravention and rectify registers.

Share Capital and Debentures
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Ca INTER NOTES

d by_if_s_AoA, alter its MoA in its o,

| may, if 50 + thi ient;
ﬂ ;C) by such amoun' as it thinks expeaient;
al (ASC) bY unt than ifs existing shares

0
shares of @ larger R
sults in changes in voting % of SHS shall take ey,

in presr.ribed manner; |
onvert that stock into fully paid-up shares .

authorisé

4 limited company having a share capit

increase 118 auﬁhorlsed share CI:I]'JH

b. consolidate & divide its share capiml into
ation and division which re
| on an application
es into stock, and rec

Note: no consolid
unless approved by Tribuna
¢ convert its fully paid-up shar
any denomination; .
4 sub-divide its shares ino shares of smaller amount than is fi
Note: In such sub-division, the proportion moun
reduced share shall be same as it was earlier:
res which have not been taken by any

xed by the memorandum.

between the t paid and the amount unpaid on g,

ok amount of its share capitq;
e. cancel sha person and diminish amount Capital by
amount of the shares so cancelled.

d to be a reduction of share capital.

The cancellation of shares u/ss (1) shall not be deeme

randum, if authorised by +he articles, shall be altered by passing o

Note: The capital clause of memo
/s 61 (1) of the Companies Act, 2013.

ordinary resolution (and not SR)u

Section 62 - Further Issue of Share Capital 1R 6

d capital, by issue of further shares, such shares

Where a company proposes to increase its subscribe

shall be offered to: o
to existing equity shareholders (i.e. right issue) subject to following conditions:

Condition Provision
Offer To existing ESH in proportion to PUSC by sending a letter of of fer.

Specifying number of shares offered and time limit for acceptance.
Registered post, speed post, courier or e-mode having proof of delivery.

a

Notice content

Dispatch mode

When to dispatch ' Dispatched to all existing SHs, at least 3 days before opening of issue.
Time limit to Not less than 15 days (or lesser number of days as prescribed - 7 d-ﬂ-}'fsg]ﬂﬂ_ﬂd
accept not more than 30 days.

Relaxationto | Incas “ of odmi e
. i n :; e of a private company, of fer period may be shortened to any period i
private company | 90% members consent in writing.
Deemed decline ' If such offer is not accepted within time limit - deemed To-be declin__cr
Renunciat . i therwi —
enunciation L{nless AoA provides otherwise, above of fer shall be deemed 10 incluct
right to renounce shares offered
A statement to this effect i )
‘ _ is to be included i
 Disposal A i ime limi = Tk e e st g
p d:rel; e.xpur: of time limit or receipt of intimation declin;g_c;ffer' oD $
1Spo i i
pose such shares in manner-_rm'_r_d.‘sﬂdmmﬂgenus to0 SH and Company _ -

ha!
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+0 employees under ESOPs by passing special resolution and subject to prescribed conditions.
0
: ol ESOPs, listed companies shall comply with SEBT Guidelines. Others to comply with Rules.

Rule 12 - Issue of Employee Stock Options (ESOP) A

Employee means: °  permanent employee who has been working in India or outside India; or
a director, whether whole time or not but excludes independent dir; or
an employee referred in (a) or (b) of a subsidiary (India or outside) or of

a holding company.

but does not include:
employee who is a promoter or person belonging to promoter group: or
director who (himself or via relative/any BC) holds more than 10% of
outstanding equity shares of the company.
Note: In case of Startups (first 10 years) - Above 2 exceptions NA.
Pvt. company In case of private company in compliance with Sec 92 and 137, OR will be

relaxation sufficient to issue ESOP. - .
Amalgamation In case of amalgamation, adjust the period for which options were held in

prior company, with minimum vesting period.

Rules to issue ESOPs: A

Such issue is approved  Co. to make specified disclosure in Co. has freedom to determine
by way of SR ES annexed to notice "Exercise Price”

Min. period of 1 year between Co. has freedom to No right to vote or receive
grant and vesting of options™ specify lock in period.  dividend unless option is exercised

Options are non- Options cannot be pledged, No person other than employee
p ploy
tranaferroble hypothecated, etc entitled to ESOPs.

In case of death - options In case of permanent incapacity - In case of resignation/
! shall vest with legal heirs ~ Option shall vest on such employees termination - option to
L‘/ or nominees on that day expire.,
[~ ¢ Offer to any person:
B if it is either for cash or consideration if the prices to be determined by a
L : :

Wthorised by SR other than cash. valuation report by RV

1

2 |
-1 €
) | Overed above

Share Capital and Debentures
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)

P
rovision of this section - NLA. in case of conversion of debenture/loan by way of exercise o 0
as per terms attached to such debt issued/loan raised. Provided that such an option in the 5

debenture/loan raised was approved by SR.

n

lss“‘! o

Conversion of debenture issued to Government:

Notwithstanding provision u/ss(3),

*  where any debentures/loan has been obtained from any
if that Govt, considers it necessary in public interest 5¢
it may, by order, direct that debentures/loans or part 1
on terms as may appear reasonable to Govi.
even if terms of debentures/loan do not include option for

Government, and

to do,
hereof shall be converfed into shar,

such conversion,

Provided that where terms of such conversion are not acceptable to company, it may, within 60 days

from date of communication of such order, appeal 10 Tribunal.

In determining the terms, Govt. shall have due regard fo:

Financial Position terms of issue of such debt rate of interest Others

Effect of Govt passing such order + No appeal or where appeal is made has been dismissed, if the

order has effect of increasing the Authorise share capital:

o the Memorandum of Association stands altered )

b ASC stands increased by amt equal to value of shares to which such debt/loan is converted into

Section 63 - Issue of Bonus Shares @@@-

4 compary may issue fully paid-up bonus shares to its mem
Free Reserve SPA CRR

bers, in any manner whatsoever, ouf of:

Provided that no issue of bonus to be made by capitalizing reserves creuted. by revaluation of assefs

Conditions for issuing bonus shares:

No company shall capitalise its profits or reserves for issuing fully paid-up bonus -shares, unless’

Authorised by AOA . Not defaulted in payment of intt/ + Partly paid VP

On recommendation® principal w.r.t., fixed deposit or debt
of BoD - security issued by it fully paid up
Authorised in GM No default - Stat due of employees

shares are mac

*Bonus once recommended by BoD, cannot be withdrawn
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e

4

~oncept clarity check:

{ Cancompany issue bonus out of revaluation reserve af ter complying with above 6 conditions? - Nol!

Y
i

gonus shares shall not be issued in lieu of dividend

section 64 - Notice o be Given to Registrar for Alteration of Share Capital

In the following cases:
Alteration u/s 61(1) Increase in ASC u/s 62(6) Redemption of PS u/s 55

company shall file a notice (SH - 7) along with Altered MoA to RoC within 30 days of such action.
Contravention - Co. & OID - Fine of Rs. 500 / day subject to max. Rs. 5 lakhs (Co) or Rs.1 lakh (OID)

Section 66: Reduction in Share Capital 198

A company may reduce its share capital subject to:

o Confirmation by Tribunal on application by company, and

b. By a Special Resolution, and

¢. Alter MoA by reducing the amount of share capital and no. of shares.

Manner of Reduction in SC:

.. Extinguish or reduce the liability on any shares not paid up

i. With or without extinguishing or reducing liability on its shares:
1. Cancel any PUSC which is LOST or is unrepresented by available asset.
2. Pay of f any PUSC which is in excess of the wants of the company

Provided that no such reduction shall be made if the company is in arrears in the repayment of any
deposits accepted by it, or the interest payable thereon.

On receipt of application u/ss (1), the Tribunal shall give a notice thereof to:
6 RoC  Creditors of company  SEBI (in case of Listed Company)
ond shall take into consideration the representation, if any, made within 3 months of such notice.

TF vin : i i
1 no representation - Presume no objection.

Tribunal to order confirming such reduction subject to such conditions as it may deem fit only when it
“sotisfied that debt/claim of every creditors has been discharged or has been secured or his consent
'S 0btained.

ﬁu‘jﬂgr's Ce""ﬂﬁCﬂTB:
Tribunal shall not sanction any application unless: A/C treatment, proposed by co. for such reduction

i conformity with AS u/s 133 + Certificate by company's auditer has been filed with Tribunal.

0 ;
“rder of Tribunal shall be published in manner as directed by Tribunal.

Share Capital and Debentures
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5

9.

Lompany to deliver copy of order of Tribunal and of a minute GPP"‘UVEd by Tribungl Show;
i

following with ROC within 30 days of receipt. RoC shall register and issue a certificate therenfng "
The minute approved by Tribunal shall include the following info:
Amount of No. of shares into which  Amt. of each  Amt. at the date of registr,,
sc it is to be divided share deemed to be paid y,

In case of buy-back u/s 68 - Sec 66 shall not be applicable.

Member (past or present) shall not be liable to any call/contribution exceeding dif ference betwe,,
*  Amount deemed to have been paid up and
* Amount of share as fixed by the order of reduction (i.e., nominal value of reduced shares)

Creditor whose name is not entered in list of creditor:
If the name of a creditor is not entered in the list of creditors (because of his ignorance of 4,
reduction proceedings or otherwise), and -
After reduction u/s 66, the company commits a default in respect of that creditor's debt, ther

|
. '

If company is in operation If the company is being wound up

- Everymemberonthedateof registration Tribunal may, on the creditor’s applicatior
of such reduction with RoC and proof of ignorance:

- Liable to contribute for such debt - settle alist of contributories and
upto the amount he would be liable in - enforce calls on them like as if they
case of winding up of the company were ordinary contributories.

If any of ficer of the company:

a. knowingly conceals the name of any creditor entitled to object to the reduction;

b. knowingly misrepresents the nature or amount of the debt or claim of any credifor; or
¢. abets or is privy to any such concealment or misrepresentation as aforesaid

he shall be liable under section 447, '

Share Capital and Debentures
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. Restrictions on Pur
Zection Y e r— c“b?‘ Company or Giving of Loans by it for Purchase of its Shares
| No € com Y 5o
b smpa wn shares without consequent reduction in SC.

' Nidhi
- s7(1)NA. fo Ni hi co. when shares are purchased from members on ceasing to be a depositor.

|

|

‘ lic company shall give any loans,

b, No public Py 9 Y guarantee or provide security or any financial assistance for
r

R~ r subscription of shares
mhasg 0 P res of the company or its subsidiary holding company.

r Sy;_h_czgr
o lending of money by a banking company in the ordinary course of its business (OCOB);

ESOP:
provision of money for the purchase of fully paid-up shares in company or its holdin
which shall be held by trustees for benefit of employees

cheme approved through SR along with prescribed conditions.

or

g company

as per any S

ie 16: Provision of money for purchase of shares by trustee on behalf of employees:

AN
d companies, such purchase shall be made only through RSE.

1 Incase of liste
y Registered Valuer.

B 2. Incase of unles'red company, valuation of such shares shall be made b

i 3. Value  of share.s purchased not exceed 5% of (PUSC + FR)
4. Dus_closure.s w.r.t. voting rlghfs not dlrecﬂy exercised by employees - Make in BoD report.

company: B @@

(other than directors or KMP),

o Loan to emplovee for purchase of shares of ¢
Gwmg of loans by a company to employees

| for an amount not exceeding 6m salary or wages
F ~+ withaview fo enabling them to subscrlbe for fully pald up shares in company or its holding co.
P_

5. Contravention: |
Company - Rs. 1 lakh to Rs. 25 lakh and OID - Jail upto 3 years and fine Rs. 1 lakh to 25 lakhs.

4. Non applicability of Section 67:

P company (92+137) where all the con
In whose share capital, no other BC
Bﬂr‘r‘omngs from banks/FI or BC is ¢
" Company has no subsisting default in repaym

dition is fulfilled:
has invested

Lower of - 2X PU
ent of borrowing.

SC or Rs. 50 crores, AND



https://t.me/+WAAno0lYPU1kOGI1

(]

Section 68: Power of Company to Purchase its Own Securities (Buy-back)

DR B g
InQrcduchon. '}bl‘ .@I‘t 1

o d e .-
Sec 68 talks about purchase of own shares or other specified securities,

Specified Securities include ESOPs or securities notified by C6.

Legal Provision:
Notwithstanding other provision of the Act, company may buy-back out of:
Free Reserve SPA Proceeds of issue of any share or other securities

“Buy-back of any securities shall NOT be made out of proceeds of an earlier issue of the sqp, "

Conditions to be fulfilled prior to buy-back:
*  Authorised by AcA
Authorised by SR in the GM
SR not applicable if: | |
a.  Buy-back does not exceed 10% of total PUESC + FR, and
b. It is authorised by a board resolution.

- Buy-back does not exceed 25% of total PUSC + FR
[In case of buy-back of equity share in any FY, limit shall be 25% of PUESC +FR in that FY]

Ratio after buy-back: ] -
Debts (secured + unsecured) = Not more than 2 (or higher ratio by CG)

Paid up Equity Capital + FR

All the shares or other specified securities for buy-back are fully paid up.
If securities are listed on RSE, buy-back as per SEBI Regulations. If not listed, then - Co. A

Covered at the end of this section.

The ES of the notice of meeting at which SR is proposed to be passed shall state: [Necessity ™ 4
necessity for full disclosure of amount to be class of securities time-limit fer
the buy-back material Facts: invested; and to be bought back: completion

Buy-back may be from:
Fxisting SH on prop. basis Open Market Sec. issued to employee (ESOP or sweat share

Declaration of Solvency:
Before making buy-back, company to file with RoC and SEBI (only if listed).

a declaration of solvency in Form SH-9

Share Capital and Debentures
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py af least 2 directors (1 MD compulsory),
fed b an af fidavit stating:
yer

| © oD hos made full inquiry into affairs of company and are of opinion that it is capable of
' iabilities and

5igne?

-. o _
| meeting | |
b It will not be rendered insolvent within 1 year from date of declaration adopted by BoD.

such decloration of solvency is also applicable to unlisted company who are making buy-back.

mbirioﬂ,f!f—fﬂ'msue post buy-back:
prohiDI .
#ter buy-back, @ company shall NOT make further issue of shares or securities of the same kind

juding allotment u/s 62(1)(a) [i.e. right issue] within ém.
i ption: Fresh issue is allowed by way of bonus shares or shares to discharge subsisting obligations
o ersion of warrants, ESOPs, sweat equity or conversion of PS/debentures into equity.

_.___
.

quch as conv

~efault under this section:
Lompany and OID - Rs. 1 lakh to Rs. 3 lakhs

| mmg_li_r&limifs related to buy-back:

“Time limit Provision, .. oigalc o, o s ™ A g
completion Buy-back shall be completed within ly from date of pa_s-s'in_gE/BR as the case may be
Destroy | After buy-back, company shall extinguish and physically destroy the share so bcughf"

back within 7 days of last date of completion of buy-back.
Fresh buy- | Buy-back shall NOT be made within 1 year reckoned from date of closure of preceding
back  buy-back _ |
Fresh issue | No further issue of securities of same kind within 6 months after closure of buy-back.

Forms related to buy-back:

SH-8  Before buy-back, company shall file letter of offer with RoC along with fees.
SH-9 Declaration of solvency (discussed above)

SH10 Company to maintain register of buy-back showing:
securities  consideration  date of cancellation date of extinguishing/

bought back paid of such securities  physically destroying shares

sy we kept in RO in custody of €S or authorised person.
- SH 2 heptln .

| Return of byy-back:
: 3 :'Wllfhin 30 days after compfefioﬂ ofPEy_-_IZ(lc_k, it shall bt_t ﬁ|_¢_d WI?hBOEEF_ld SEBI (“STEd). |
5 | Along with SH.11. file  cerfificate (in Form SH-15) signed by 2 directors (1 MD) stating.
1

_that buy-back is in compliance with this Act. B

Share Capital and Debentures
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2.4

. CRR A/C may be applied by the company, in issue of bonus shares.

Procedural rzqulrement of buy back:

Before buy-back, letter of of fer (SH-8) shall be filed with RoC.
After such filing, immediately (but not later than 20 days), dispatch the lettep of of
Otfer remains open for not « 15 days but not > 30 days.

(If all members agree, it may remain open for < 15 days)

In case of oversubscription, buy-back may be done on proportionate basis,
Company must verify offers within 15 days of closure; securities are deemed ac
rejection is communicated within 21 days of closure.

Company must make cash payment within 7 days of verification for accep
return certificates for securities not accepted (or partly accepted).

Where a company purchases its own shares out of free reserves or SPA, a SUH'I

value of shares so purchased shall be transferred to CRR account.

Details of such transfer shall be disclosed in the balance sheet.

-ConcﬁeET clarity check - .
A company does buy-back from proceeds from issue of any other shares. H
trf to CRR? Nonel Trf. to CRR is to be done only in case of purchase out o

Section 70: Prohibition for Buy Back in Certain Circumsmmes

b. through c_my qn\[egfmen_‘r company or group of investment companies; or
c. if a default, is made by the company, in the repayment of deposits +
. redemption of debentures or pref. shares or payment of dividend toa
of any term loan or interest payable thereon to any banking company
Provided that the buy-back is not prohibited, if the default is rem
after such default ceased fo subsist.

——

e g —— .

‘No company shall, directly or indimﬂy. pmmiu
memmmwwifhﬁi“
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vion 71: Debentures L 4
sec - -
ith Rule 18 of Companies (Share Capital and Debenture) Rules, 2014)

jRead ™

section 230 - Debenture:

i includes debenture stock, bonds or any other instrument of a company evidencin

~ constituting a charge on the assets of the company or not.

ga debft,

peb€
whEThE

t, following instrument shall not be treated as debenture:

P_r_-pvfd!.djhﬂ_
g. instruments eferred to in Chapter ITI-D of the RBI Act, 1934: and

b such other instrument, as may be prescribed by CG in consultation with RBI, issued by a company.

4 company may issue debentures with an option to convert such debentures into shares, either wholly
or partly at time of redemption.

srovided that the issue of such convertible debentures shall be approved by a SR passed at a GM.

5 No company <hall issue any debentures carrying any voting rights.
"1 secured debentures may be issued by a company subject to such terms as may be prescribed.

A
. Redemption period
In case of secured debenture, the date of redemption shall not >
Provided that, in following class of cos, it may exceed 10 years but not exceeding 30 years:
Companies engaged in Infra Infra debt  Company as may be permitted by CG

setting up infra projects  finance co. fund NBFCs or RBI or NHB for > 10 years
b. Creation of charge:

Such an issue of debentures shall be secured by:
ovable properties or assets

10 years from date of issue.

. creation of a charge on movable or imm

in favor of debenture trustee
s subsidiaries or holding or associates companies [CASH],

+ of company or it
t of the debentures and interest thereon

+  having value which is sufficient for due repaymen

. 1n case of NBFCs, the cha'r;]e or mortgage may be created on any movable property.
+  Incase of issue of debentures by Govt. company which is fully secured by guarantee, given by
C6 or one or more SG or by both, as per requirement for creation of charge under rule 18(1)

of the Companies (Share Capital and Debenture) Rules, 2014 shall not apply.

PN Y

4 .
L LA
- ~PPointment of debenture trustee:

{ -+ Co. shall appoint debenture trustee (‘DT
execute a debenture trust deed (“deed”) in
the interest of DHs.

“) before issue of prospectus for such debentures and
Form SH-12 within 3m from closure of issue to protect

Share Capital and Debentures
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S

P -
“Mea on g‘+ D:‘\ and DCPGSﬁ C'f suUms

* Lompany shall create o Debenture Redemption Reserve (DRR) account

out of the pr:&+s available for distribution as dividend, and
*  DRR account shall be u*ilised only for redemption of debentures

Rule: Creation of DRR and investment of sums for redemption of Debentures: A

Adequacy of DRR

Type of company Adequate DRR amount

All India Financial Institution and Banking company or Exempt

Registered NBFC/HFC or other FI u/s 2(72) 1

Listed companies (other than ATFIs and Banks) Exempt

Unlisted companies (other than AIFIs and Banks) or  10% of cutstanding debentures
unregistered NBFCs/HFC

Note: In case of pur;_ly convertible debenture, DRR shall be created w.r.t. non-convert itz POrtioe
Deposit/Investment: |
Company which has raised debentures shall:

« onor before 30th _A_pri‘l in each year,

« in respect of debentures issued by such company, invest or deposit,

- @ sum not less than 15% of amount of debentures maturing on 31st March of next year

« inany one or more methods of investments or deposits as follows:

depesit with unencumbered unencumbered unencumbered bongs ;-
scheduled securities of securities as per any other cos. notified
bank C6/S6G Indian trust Act under Indian trust A:

Minimum investment or deposit:
Amount invested or deposited shall not:
. at any time fall below 15% of amount of debentures maturing during the year ending on 31st <=

of March of that year.
« be used for any purpose other than redemption of debentures maturing during the year

. Prior to issue of prospectus to the public or fo its members exceeding 500 for subscription of 1
debentures, company shall appoint one or more debenture trustees.

Share Capital and Debentures
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gibility of &

shall appoint DT after complying with following conditions:
f DT to be stated in prospectus or letter of offer and in subsequent communications
gefore appointment, written consent of DT obtained and statement to that effect included in the
[Cﬁcr Qf Offe-r-

A person shall not be appointed as DT if he:
a geneficially holds shares in company

s promoter, director or KMP or other officer or employee of CASH

gk entitled to moneys to be paid by the company (other than remuneration as DT)
indebted to CASH or subsidiary of such holding company

furnished guarantee in respect of principal debts secured by debentures

has pecuniary relationship with company >= Lower of [ 2% of 6ross T/O or total income or 50
lakhs or higher amount as may be prescribed] in preceding 2 FY or CY

Relative of [promoter or director or KMP] of the company

™

Ca

e

g.

30ard to fill casual vacancy in office of trustee (in case of resignation, obtain written consent of

majority of DH prior to filling such vacancy)
DT may be removed if approved by not less than 3/4th in value of DHs

5 A debenture trustee shall take steps to protect the interests of the debenture-holders and redress
their grievances in accordance with such rules as may be prescribed.

Rule: Meeting of DHs: A
Meeting of all the DHs shall be convened by the DT on:
requisition in writing signed by DHs holding >= 1/10th in value of outstanding debentures:

b. happening of any event, which constitutes breach, default or which in the opinion of DT affects
interest of DHs.

1. Any provision in trust deed which has the effect of exempting DT from liability for breach of trust
or indemnifying him where he fails to due care and diligence shall be void.

Note; Liability of DT may be exempted if agreed by majority of DHs holding not less than 3/4th in

Value of totq debentures.

8. i
c::mpuny shall pay interest and redeem debentures as per the terms and conditions of their issue.

is . ¥ .
Tr_Cbhurge principal amount when it becomes due, DT may file petition
1Bunq| may, after hearing, impose restriction on further liability of company (in interest of DH)

Share Capital and Debentures
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10. If company fails to redeem debentures on date of maturity or fails to pay interest when due, Tr:bund

may, on application of DHs or DT, order company to redeem it forthwith with payment of principal and |
interest thereon,

11.' A contract with company to take up and pay for any dq_ben_'rar'és_ -rndy be enforced by a decree for
 specific performance.

 Company to file return of allotment in Form PAS -3 within 30 days of allotment of such debentures

8 e ————

e ————

"The more you sweat inpeace, v g
~ the less you bleed inwar®

"
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Acceptance of Deposits

Summary of Forms

corm N0 Section _ | Purpose
j-:.-Tl 73476 Circular or advertisement in a newspaper inviting deposits
2 76 Deposit trust deed (DTD)
?F.; 73476 Return of deposits
I;T; 74 Statement on existing deposits as on date of commencement of Co. Act
gection Purpose
73 Prohibition on acceptance of deposits from public
-4  Repayment of deposits accepted before commencement of Act
76 Acceptance of deposits from public by eligible companies
-64  Punishment for contravention of sections 73 or 76 o
Deposit Includes any receipt of money by way of deposit or loan or in any other form by a co.,
15e¢ but does not include such amount as prescribed in consultation with RBL. (Rule 2)
231)] Nofe:
1. Repayment of ‘deposit’is time-bound.
2 Tt can be secured (by charge on tangible asset) or unsecured.
:;E'}:s_:‘;o_r - any member of company (public or private) who has made a deposit u/s 73(2), or
nears - any person who has made a deposit with a public company u/s 76 '

Rue 2 of the Companies (Acceptance of Deposit by Company) Rules, 2014: ﬁ_«

Degosits shall NOT include the following: R — .
S T [Amootfrecved from o
| Government - CGorSGor Local Authority
Statutory Authority constituted under any
Any other source where repayment is gu_ar_unteed by C6 or SG

Central or State Act

2 Foreign - Foreign Government,
Source +  Foreign or international banks,
(subject to . Multilateral financial institutions (such as international bank)
% - FEMA) + Foreign authorities or person resident outside India.
3 Banks PFIs  Amount received as a loanor facility from

or Insurance - any banking company of BT or subsidiary or co-operative bank

tompanies + public financial institutions or

Insurance companies
Issue of CPs  Amount received against issue of Commercial Papers or other instruments as

per RBI Guidelines

Acceptance of Deposits
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~ deposit (ICD)
® | 6 Application
Money
L | I \
; L]
jayon | | & 5
n’fl"-uh » |. ﬁ:;s ‘i,ﬂ

Tehund
B VI o

Int e ' a cor _ "r'om”an_y other con-l-F;c-lnf: .
| Inter-compﬂﬂ}’ ‘ Any amount received by a company f

Amount received ﬁurshc_la# to an of fer made TOWﬂf‘fl'S subscriptign to
securities, including share application money, pending alio’rmem-.

Explanation - If securities for which application money was receiveq o
ull-o;t;d within 60 days from receipt thereof or is not refunded Withip
days from completion of 60 days, such amount = Deposit. %

hon of bais Pevtod itis Any adjustment, other than what is allowed of such application Y, il
' "“’ﬁ_‘ INOT be considered as refund. i
- | 7 |Director Amount received from person, who at the time of such receipt, was:
- ., a. Director of the company (public or private), or —a
- ' | b. Relative of the director of the company (only in case of Private cq)
I Following conditions are to be met: IR 5
At the time of giving such money, dir./relative to furnish q dec
! co. that such amt. is not being given out of Joa_ns/bor'rowing; fr
- Compdny shall disclose money so accepted in board's report,
:‘9*_ ' 8 Bonds or Amount raised by issue of: BEN——
f@i i  Debentures |- ‘Bonds or da_benfurgs__se_ctggd__by_g_lﬁ_r'gt_c.har'gg or pari passy
Vst [Secured or —charge on any assets referred o in Sch ITI, -excluding int
Sd. & | Comvertible or | (provided, amt. of such bond/debt cc My of such asset as as
Ursurdton  Listed] " Sonds or debentures compulsorily convertible ino shares i
F"""‘““‘* m\mﬂ.; * __Non-convertible bend debenture unsecured & listed on R .
5 _ ed on RS
. 9 Sec.deposit | Amount received from employee of company <= annual salary in natur
| ;_ from employee ron-interest-bearing security deposit,
- 4 10 | Trust Any non-interest-bearing amount received and held in trust
Q- 11 Incourse of Any amount received in course of business of co:

{1-_As an advance for sypp of goods/services
| _is appropriated against supply of goods/

| cceeptance of such advance (exey

- any legal proceediy i
|il. as qd
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+ ——t
p-| 12

: <]
as an advance - towards consideration for prowdmg future serwces in for‘m |

of awarranty or maintenance contract as per written agreement, provided |
that period for providing such services is not > 5 years or pgr‘lod as per | .
common business practice whichever is less: |
vi. as advance received & as allowed by sectoral requlator or as per CG or 56
vii. as an advance for subscription towards publication, whether in print or m
electronic to be adjusted against receipt of such publications; i

Provided that if amount received under (a), (b) and (d) above becomes |
refundable (with or without interest) due to reasons that the company does
not have necessary permission to deal in goods or properties or services for j
which advance is received - on expiry of 15 days from date they become due |
for refund, it shall be deemed to be a deposit. |

Promoters

Any amount brought in by promoters of company by way of unsecured loan |

subject to following conditions that the: |

a. loan is brought in pursuance of stipulation |mp05ed by lending |n51'|*!'u*!'u:msl

~or banks on promoters to contribute such finance

b. loan is provided by promoters themselves or their relatives or both: &
exemption under this sub-clause shall be available only ftill the leans of |
financial institution or bank are r‘epurd and not thereafter

Nidhi company
or Chit fund

Amount accepfed i by Nidhi company u/s 406 or amount received by way af

14

CIS

Amount received under any collective investment scheme as per SEBI

D-| 15

Start-Up
Convertible
Note

Amount | nd‘r less than Rs. 25 lakhs received by a start-up company, by way of i
a convertible note (convertible into equity shares or repayable within period | ’

not > 10 years from date of issue in a single tranche) from a person.. |
]

Explanation: For this sub-clause:
Convertible Note means an instrument:
- evidencing receipt of money initially as a debt

- which is repayable at the option of holder, or
. wh:ch is convertible into_ such number of equity shares of the Company

upon occurrence of specified events and as per other T&C agreed.

n [+ Alternate Investment Funds (AIFs),

|+ Real Estate Investment Trusts (REIT) and

Any amount received by a company from:

+  Domestic Venture Capital Funds (ve), _
+  Infrastructure Investment Trusts (InvIT)

|+  Mutual Funds registered with SEBI

!
|
|
| =

subscription of a chit under the Chit Fund Act, 1982. !_
1

Acceptance of Deposits
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: 5 19T 208
Section 73 Prohibition on Acceptance of Deposits

invi torre .
On and after the commencement of this Act, no company shall 'H:}:B-:CC‘ZP renew dey st
+ i er. )
this Act from the public except in a manner provided under this Chap

from Public
1

Provided that nothing in this sub-section shall apply to:
" Banking company and NBFC as per RBI Act and
Q- Housing Finance Company

Such other company as CG + RBI may specify in this behalf.

2. A Company may, subject to passing a resolution (ordinary) in GM, accept deposit from m
after complying with the following conditions:

@ Issuance of circular to members (Form DPT -1) authorized by BoD including statenm

Financial  Credit Rating  Totalno.of ~ Amount due towards previously

position Obtained depositors accepted deposit

Rules relating to ¢ irculars: I

——

_'_-'o'Tunner of " Issue to all members by RPAD or Speed post or e-mode
'ssuance " Publish in newspaper - English + Vernacular, 5

Place on website of the company

Attachments to | Certificate from statutory auditor Stating thatisss S
form DPT-1 .

* _ Company has not defaulted in repayment of deposit + intere
" Default, if any, has been made good and 5 years have laps
date such default was made good.

?egister with RoC | Company to send to RoC - Copy of circular signed by majority of
| - At least 30 days prior to issue for registration
Validity of Earliest of:

circular in form |-

ntil 6 months from f closure of FY in which it is
" Date onwhich S is laid in ag T

1+ If AGM not held - [ qst date for holdigg AGM
| Tobe issued, in mch--auccaedm-fnr;imﬁ g

E B _wu

DOSH

—

s ity

b, Filing copy o circulr + atement with Roc with
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/iding security, if any, for the due repayment of the amount of deposit or the interest thereon
i including the creation of such charge on the property or assets of the company.
I

te: In case where a co. does not secure the deposits or secures partially, then, such deposits
albe termed as "unsecured deposits" & shall be sq quoted in every doc. related to such issue.
e paf‘ﬂY secured deposits are treated as unsecured)

: Private Companies:
The above provision of Sec 73(2) clause (a) to (d) shall not apply to a private company which:
o accepts from its members’ monies not exceeding 100% of PUSC + FR + SPA:; or
b isastart-up (for 16 5 years from the date of incorporation); or
¢ Fulfils ALL the following conditions: : CMT-AR g
Not an associate or subsidiary of any other company
2 Wfrom banks/FI or BC is lower of - 2x PUSC or Rs. 50 crores, AND
»  Co. has no subsisting default in repayment of borrowing at time of accepting deposit.

| However, the above companies will have to file details of deposit accepted with RoC (DPT-3).

"[_,i m_ i+ on maximum amount of deposit from members:

b _ Max deposits from members

 Public i ~ Private
E__ WM ______ Speciﬁed IFSC : OTherPrw}r_e i Sfurt_ﬁﬁ (iO_\_Fr's)
| " CE_TE” ) Public Company ~ Company & Tri Pri* Company
;_351; E B _ ' No Limit

M__S_U_-CES_T;F_I'-UP (10y) and Tri-Pri comp.ang _glmlﬁlg_ c_lg)‘aij_s of ;_uéh depp;if_ with R;C_ (DP_‘I‘-aj

e

l%ﬁt a leg&l_w;;;:l,a—wc“wd u'_s_e_.d t;]r___u'.tu‘thr for ease of remembering)
“‘@f—gﬂiﬂf}_ﬂmm which f_ulﬁ_ls_{L_L_The following conditions:

ot an associate or subsidiary of any other compary,and

M@fﬂqﬁ or FI or BC is « Lower of - 2x PUSC or Rs, 50 crores, AND

[ 1—Cempany has no Mlgﬁd;‘;ult]n_ repayment of borrowing at time of accepting deposit 1 e
\\\ i i — st s

Acceptance of Deposits
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1

Section 76: Acceptance of Deposits from Public by Certain Companies G“0~%’?@;
Ehgible Company means a public company, having

i. anet worth of not less than Rs. 100 crores or
1. a turnover of not less than Rs. 500 crores and _
iii. which has obtained the prior consent in general meeting by means of q SR* and
iv. filed the said resolution with RoC before any invitation to public for accept
“Eligible co. accepting deposits within limits u/s 180 (1) (c), may accept it by m,

Eligible companies may accept deposits from public (i.e., persons other than .1-5 "
Passing SR (or OR) and filing the same with RoC
* Compliance with requirements u/s 73(2) and
_* Rules as C6 + RBI may prescribe.

_ _recognised credit rating agency (as approved ‘For NBFCs) and mfor-rn such rqhng 1»9'

Rule 3: Credit Rating: « ‘@,— ) - e

* _Rating shall be obtained every }'E,Cll" durmg ’rhe fenur'e. of deposits.

= Copy of credit rating shall be filed with RoC along with Return of De-posﬁs in For
_ = Rating shall not be below min. investment grade rating or other specified rating for FD

- a.  Maximum amount of Dé;;c:_si'r:

thg: r-elevani pom‘rs

| From Members From Public (oth
_Other Eligible Companies 10% of PUSC + FR+ SPA | 25% of PUSC + FR +

“4®- Eligible Government company 35% of PUSC + FR + SPA (in aggreg

b Issuance of a  circular (DPT 1) in the name of BoD of company to the members
Financial Credit Rating  Total no. of ~ Amount due fowards ot

position Obtained __d_epqsitq_rfs_ . nccepte.d ,

Manner of by-RPADor-S s4-or-e

issuance . Publlsh in n;wspaj_er English + Varmgulqr. 00 S
|+ Place on website of the company .
Circularto | Company to send to RoC - Copy
be sign _:_',ﬂ-' - |~ At least 30 days prior*m

lI"
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Validity of | Earliest of: ‘ }
Circular l'l_\ form |+ Until 6m from date of closure of FY in which it is issued, or I
of oadvertisement | Date on which FS is laid in AGM |
2 *__If AGM not held - Last date for holding AGM - 1|
Fresh Circulars | To be issued, in each succeedlng FY for inviting c};;c;s?s durmg that FV |
rtactive Date | Date of -
Effective of issue of advertisement =Date on which advt. appeared in newspaper |

Date of issue of circular = Date on which the circular was diSPETE}E‘_i-____#J

| ComPﬂ“"” (Acceptance of Deposit) Rules, 2014]

"Deposit Repayment Reserve A/C (DRR)
o d\‘ﬂ"“"r on or before 30th April each year, sum >= 20% of amount of deposit maturing

du-mg fol!OWF"Q FY & keep i ina scheduled bank in sepamfed bank a/c called - DRR 2 A/C

r‘l‘_he_un_wu_nf_ so de_.pgs_iy-éﬂ sball_n_?f_bé utilised for pur'pose other than repuymem‘

|w—

i Balance - 20% of amount maturing in CURRENT FY =y

| Tenure of deposit -A cEmﬁ}' cannot accept deposit which is: '

— . A ey e e
Repayubleondemand or i) e R ey

|- Rzpuyable wufhmbmomhs* e ST L
* Maximum perlod more | Thun 36 rnom‘hs T Pk wewea L) w r L

AAAAA sit repayablz within 6m for shor"r Te.r'rn fund requurement ift

*Exception: Company may accept depo bbbz

+ Deposit less than or equal to 10% of PUSC + FR + FR + SPA, |, AND i i) a1

+  Deposit repayable on or after r3 mon’rhs from date of such depaslf

W e

_{* Within 30 days of acceptance . s
_|* Infavour of deposit he holders or trustee for 'fhe deposntor as per prescrubed rules

|* Amount of charge (value of “security) ity) shall >=

| Charge to be created only on its fanglble

of depbéit. -

- Amount of deposﬂs uccepnd & mesf ther eon) e

|* Market value of 3umﬂm'“d byj" e | s el S S S,
assets. (RuIe B sishaiiaody el T

| nint of s fordpusiore © e
- he ¢ company w for creahng secumy for deposits.

0"8 or more frustees fo be appointed by 1

n‘nncnt

. O'bfam written consent of trustee prior 1o appo!
itten consent shall appear in the circular.

- Stafemert tha fhe frustees have ghen et S
. ‘““‘Pw To exccute a deposit trust deed (OTD) et feas1 T

days before issuing circular (DPT—Z)
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Qualification of Trustee:

Person (including a company) shall NOT be appointed as a trustee if such person:

9 'Sadirector, KMP or any other officer/employee of CASH or a depositor in the Compq

b. is indebted to CASH or q subsidiary of such holding company (SOH); _ ny;

¢ has any material pecuniary relafionship with the company; "7 1]

d hasentered into guarantee arrangement w.r.t, principal debts secured by the dePC'Si'rs\.‘m .

g " hep,

is related to any person specified in clause (a) above.

Removal of Trustee:

Consent of all the directors present at a meeting of the board.
In case company is required to have independent director - At least 1 ID present i, Such p,
= Bpt

Rule 9: Meeting of deposit holders: A

Meeting of all the deposit holders shall be convened by the trustee on:
(@) requisition in writing signed by deposit holders having >= 1/10th in value of outstanding depog;s
(®) happening of event, which constitutes default/which in opinion of trustee affects int. of deposlru_

Td %Lh.-a Direder

S. Register of Deposits:

Details of ' Deposits accepted or renewed

Keptat ‘RO -

Entries to be made | Within 7 days of issuance of deposit receipt -
Authenticated by 'Director or CS

Preserve in good order | Min B years from FY in which the latest entry is made in thé“re-;:_s_mr_.

Enter the following details of each depositor in such register:
name, address  particulars of the guardian  particulars of deposit receipt  dafe &amte

& PAN (in case of minor) the nominee number each depos!’

duration & rate of  due date for pmt. mandate & instructions for payment of
repayment date  interest of interest interest & for non- deduction of tax at souc

date on which the payment charge created for any other relevant
of interest shall be made repayment of deposits particulars

6. Premature Repayment of Deposits:
After 6 months but before expiry of actual date of maturity,
- If depositor requests for premature repayment
. Rate of interest shall be 1% less than what would be payable for period for which

actually run.

depos'" W

Acceptance of Deposits
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= deposit had run contains any part of q year, then
'il'”ﬂ: s y=6m, it shall be reckoned qg 1year,
gt

if such part is <6m - Exclude.

vion of rate of interest (ie.. 1%) is not applicable i the following cases:
ghie === e i

- peduc! ine deposit is prematurely repaid in order to:
Wﬂmpw with Rule 3 i.e., tenure of deposit under this new Act; or

oide for war risk or other related benefits to the personnel of naval, military or air forces or
. to their families during emergency declared under Article 352 of the constitution.

syre closure 0 deposit by holder to earn higher rate of interest:

.[?. st depositor desires to avail higher rate of interest by renewing the deposit before its actual

aaturity date: the company shall pay him the higher rate of interest only if the deposit is renewed for
[ pcrind longer than the unexpired period of deposit.
¢

§ (eiling ON rate of interest and brokerage payable on deposits:
oximum - As prescribed by RBI in case of NBFC for acceptance of deposit.
g,.aimge payable only to those who are auth. by company to solicit deposit.

4 «itor to file application form and declaration:

Company can accept deposit only when application is submitted by intending depositor
 Along with application - Declaration that money is not borrowed from any other person,

nF_E)wQsEt in Joint Names - Not » 3‘@/‘ s S |
A joint deposit may be accepted with or without any of the clauses, namely, "Jointly", "Either or

fenewal, company to furnish receipt to depositor/agent - Deposit Receipt - Signed by duly authorized
| officer and state date, name & address, amount, rate of inferest & maturity date.

rnﬂ iy duly audited return in Form DPT-3 containing info upte
.[_ Marc_h_ of that year to be filed on or before 30th June and declaration fo that effect shall be
8nitted by the quditor in DPT-3.

: :DPT-3 _shal_l inchude particulars of deposits or transactions not considered as deposits or both

Acceptance of h"|.'-"f"'.'-| Is
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16.

- Disclosure in Fs by way of a note -

- such provisions knowingly or wilfully with the intention to deceive the

Public company shall disclose about money received from its directors/retatives
Pvi company shall disclose about the money received from directors/relatives The_,“f

Penal rate of interest: In case co. fails to repay deposits (both secured and "'""s"-‘:'-""td)l‘-,\,,t
after they are claimed, it shall pay penal rate of interest of 18% per annum for the oyepy

deposit rules’ for which no punishment is provided in Act, the co. and OID shall be ligble qgt
With fine extendable to Rs. 5,000; and . — il F
Continuing one - Further fine up to Rs. 500/day af ter first during which the contr

Section 76A - Punishment for Contravention of Section 73 or Section 76 R

*  Where company, accepts or invites or causes any other person to accept
of provision, v = : :
= if co. fails to repay deposit or any interest due thereon within the tir

Penalty:

@ Co. shall, in addition to the pmt of 1"519_ amt of deposit or part thereof
with fine - From (Rs. 1 crore or 2x Amt of deposit whichever is lower:

b. OID - Jail upto 7 years AND with fine - Rs. 25 lakh to Rs. 2 crore.

Provided that if it is proved that the officer of the company who

depositors or creditors or tax authorities, he shall be liable for action

Section 74: Repayment of Deposits, etc., Accepte:
- Co. which had accepted deposits before
of this Act, a statement of all such di
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Registration of Charge

Summary of Forms

N gection Purpose
Form Creation & Modification of Charge
nx.m._ 77 Registration of charge (other than debentures) / Modification of charge
A 17 Registration or Hoa._jmobcu_._ﬁgmmn ?._, debentures. -
¢ Certificate of Registration
62 77 Certificate of registration of charge issued by Registrar.
g3 T7/79 | Certificate of modification of charge issued by Registror. —

o)
=

=

= = = CaINTER NO

B3
B4
a5
a6
87

Satisfaction of Charge
82 Intimation of satisfaction of charge (loan repaid/discharged).
82/83  Certificate of registration of satisfaction of charge.

. Registers & Records .
B4 Notice of appointment or cessation of receiver/manager of charged property
8

5  Register of charges to be maintained at company's registered office.

Rectification R
87  Application to Central Government for rectification of omission/misstatement
or extension of time.

Summary of Sections

= mmn.:_o:.zla__._.ﬁ
Duty to register nrnqmﬂ .nm__.__ creation, modification).
Application for registration of charge by charge-holder (if company fails).

Registration of charge on acquisition of property subject to charge & modification of
charge.

Deemed notice of charge (constructive natice to all).

Register of charges to be kept by Registrar.

Company to report satisfaction of charge. .

Power of Registrar to make entries of satisfaction/release even without intimation.
Intimation of appointment/cessation of receiver or manager.

Register of charges to be maintained by company at its registered of fice.

Punishment for contravention of provisions (penalties). . o
Rectification by Central Government of register of charges in case of omission or

misstatement.

Registration of Charge
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S

o Charge
[Sec 2(16))

Charge means:
an interest or lien ’
ted on the property or assets of a company or any of its Uﬂdert__ k
crea e prope
d
as security (for repayment of loan) an
includes a mortgage.

FoudGa

i [Charg sets
Charge on specific asset of borrowing company Charge on asset:

.-_E_"EL__ nd & Building, office premises, machinery, etc,

——

nature or changing ir

Usually, mortgage or deposit of title deeds

Not allowed to sell (except with permission of charge | Permitted §
holder). But can use.

Vacated when money repaid in full

Crystallization of g Floating Charge

———

In the following events, _ca_ﬂoqf@g_ghg_r-g_g_ will get crystallised o

() When the creditgr_gnf_ogge_s_gt_!

curity due to the breach

non-payment of interest or default in repayment of instalr

(i) When the compan
(iii) When the borro
A floating charge
_Security (i.e. raw

Y ceases to continue its business,
wing company goes into g uidation,
remains dormant until it becomes fixed ¢
material, stock-in-trade, etc,) becomes fixec

i e

I charge passed on 10 the buy
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i it £ Legiimﬂlign_fﬂf_sbucgq;
I — — e —
¥ guch charge shall be dul : '
Ca g — duly registered by company within 30 days of creation fhgrgof,
dditional fee |

~ Onappin. b -
Onc ppin ”Y commeY (showing sufficient cause) and payment of @
RoC may allow registration to be made within 60 days of creation

_~
2
ey

(ie. extension of 30 days)

— T |

Where company fils fo register charge within 60 daysalo, Roc i empowere

tion within further 60 days on payment of ad valorem fees. B
e }'1'.

3-1'0_ c_tilow;

such registra
h application shall be made in Form CHG-1 or CHG-9 (as the case may

| suc
declaration byﬂﬂector that it shall not affect right of any creditors. |

st be) along wit

W

?

}
r =
b (erification of instruments of charge filed with RoC:
A FMM-S situated outside India - Verify by a certificate issued under:
-
il seal of the hand of any dir/CS or auth. hand of some person other than the
}"""; company, if any officer of charge holder company who is interest in such charge
| = o
cate issued under:

P’i ?_@__@m&deﬁ& i_gg- propérﬁ is sifua‘re_d in Imljia - _Veri%y by ﬁ.cer_ﬁﬁ

b . | _
seatof-the- hand of any dir/C5 or auth. W

~ eogifany of ficer of charge holder ___'_ i Wﬂﬁh""""g‘

:WH;MI N.A. to charge created or modified by banks in Favour of RBI when any loan has been

___giventosuch banks under RBI Act, 1934

—————————

| . TR
4 [ eo

:ll.l@?"*mmu/ﬁ (1), RoC 10 issue a CoR of such charge 10 charge holder and the company in:

1" Form CHG:Z_- _F_r'_esh regis’rr'u'ti_on or

* Form CHG-3 ?_Mqt:!iﬁ cation of charge.

R - Conclusive evid e ey, chorge ve been complied with
CoR = Conclusive evidence that requirements of this Act w.r-t. € rge ha P :

e =
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Consequence of non-registration:
. No?withsmnding anything contained in any other law for the time being in force,
*  Such charge shall NOT be taken into account by:

a. Liquidator (appointed under this Act or IBC, 2016) or

b. any other creditor
* Unless it is duly registered and CoR is issued.

However, it shall not impact any contrac‘r or obligation for repayment of money secured h?
[ Pger N ohljge nwfun}v.\i"fkf A Preity Lease = 'k

p‘*_ 1 L-'!?I_T%-J '
Important consequence of non-registration or delayed registration - Charge-holder los S pr

Section 78: Application for Registration of Charge (by Charge holder) O - 4
Charge-holder may apply for Registration: —
_» Where a company fails to register the charge within 30 daYs u/s 77,

= such person in whose favor charge is created may apply fo REQ'S*"“" f‘"‘ "'-9'3"“?‘_.
instruments) in prescribed manner, and —
*  the Reglstmr may, on such appllcahon within 1 14 days af'r_er‘ Q'V”"Q "01"‘3‘-" to ﬂ'li-

a. the company |1'se.lf f‘E‘-gISTEFS 'rhg. char-ge. or s 13
b. shows sufficient cause why such charge ¢ should not be r'eglste.red

_' Recovery of Fees - Charge. holder shall be ermﬂed to recover from company the ai
or additional fees paid by him to the Registrar for the purpose of registration of ¢

©

Section 79: Section 77 to Apply in Certain Matters.

modlﬁca*hon mdude.s change. in T4C of the underlying borrowing (includil
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Lol LNCTER-

r of Charges by Regisfm,--

ﬂ” in I"ES

- Sh c C
F-o-c‘,p rflcul rs of charges mamfumed on MCA Portal - D
| a eemed reg|s1er u/s 81
. shall be open to inspection by an be presc ibed.
iter p pection by any person on payment of fe
¢ as may be pr &

y to Report Satisfaction of Charge X5l 7R
S.MI.SfOCﬁOH of any charge registered underfﬂii.;f Pf
Y *°C'J:f;";;;i;‘::n'z F::ﬂ CHG-4 within 30 days of succhuizrmen'r or satisfaction.
y the company or charge holder, RoC may allow such intimation within

- 300 days of payment or satisfaction with additional fees.

tice Char e Holder:
- O re.cmpT of intimation u/ss (1), Registrar shall cause a notice fo be sent to charge holder

ng upon hlm to show cause within time specified in notice (no'r > 14 days),
tisfaction in full should NOT be recorded.

A= calli

| e
+— . gs towhy p_cryrncnf or sa

: o (o
r_)________d—— = = e P IS
i | If r no ) cause e is 5h°“'“ If cause is shown:
. RoC shall order that rnemorandum of snhsfocflon " . RoC shall reco
_ effect in register u/s 81, and

|
| shall be entered in RoC's register u/s 81, and
inform the compery ”

"T'F . Inform the company. (CHG-5)
igned by : such charge holder. __

holder is not required i1 required if intimation u/ss { (1) is si such char: ol

Sudl notice to charge holder 157
Tusfactmn of charge

dlﬁcahon »i8 ye.ars from satisf
n &Rbiease in Absence of Tntimation ‘@.-_ o

red charge Th¢ that:

rd a note To that i

¢ Preserve ms'rrurnen'r cr'eafrng charge or mo

on 83: Power of Rm, to Make

W may, on evidence being given to hi
e was gi

o the debt for which the charg
b. part of property or under’rakmg charged h¢ has been releaseC — —— s sl ,

| enterin register of charg _f_,fﬁ,__
fac'non in whole or in PGI‘T °" L e
h d to formpart,

|+ memorandum of satis e
[t hat ort o the prope _rfgtfﬂ‘i«lff pd or conted 0
- No‘rmthsfmd:;” °: P |i has been " ecewed by him from *f‘fw‘ e
-1 oty regist tisfaction) RS
i “wne?slrfiﬁﬁ.?fé‘lﬂm, ~Ffected porties Wt s within 30 doys of 8 s of m@fwﬁ
_,ﬁ,,.,,_’_,__,..,-—r—-

/

lﬁ—://///:f


https://t.me/+WAAno0lYPU1kOGI1

Section B4: Intimation of Appointment of Receiver or Manager

If any person appoints a receiver or manager, to manage the property subject to charge, by,

order of court or

Qny power contained in any instrument creating charge.

a. e shall, within 30 days from date of such order or appointment, give notice of SUCh
to company and Registrar along with a copy of the order or instrument and |

b. the Registrar shall, on payment of prescribed fees, register particulars of the 2Ceiy

or instrument in the register of charges.

Cessation: 4
Any person appointed above shall, on ceasing to hold such appointment, give to the cc
Registrar a notice to that effect and the Registrar shall register such notice. (Form ¢

Section 85: Company's Register of Charges 3
1. Every company shall keep at its RO, a register of charges in Form CH&-7 and znfw the f
all charges registered with RoC

property acquired which is subject to charge

any modification of charge and satisfaction of charge

Note:
Such entries shall be made forthwith. e
Entries shall be authenticated by di urec’ror's CS or am,' other person authorised
Copy of instrument ;reohng_charggs_h_qil g!sg b_e kept af RO a!ong with such

2. Above register and instrument shall be open for' inspection during business hours
- by any member or creditor without fees
- other person - on payment of prescribed fee,s
subject to restrictions as company may impose by itts articles.

Section B6: Punishment for Contravention @-

 If company is in default under this Chapter, p:nalﬁa ._Cdrnpany Rs. 5 lakhs a
| If willf ully furnishes any false or incorrect mformu‘non Liable fnrmlon
!

| e — .

i

e i—
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sec 6 or tisfied that:
P E o
Il I (. = ]
| ive intimation to RoC issi
| omission to giv Omission or misstatement of any particular
- fsmnsfachon 0:; :har‘ge within in any filing made with RoC w.r.t. creation,
| required Time modification of satisfaction of charge
i i |
s | .
| Was accidental or due to inadvertence, or it
! is not of a nature to prejudice

being sa

1t may, on the application of the company (in Form CHG - 8) or any person interested and on such T&C
as it deems just, direct that the time for the giving of intimation of payment/satisfaction shall be
extended or, as the case may require, that omission or misstatement shall be rectified.

Ml i n REmmiadli e abloial

—

a———

: of e-forms by in case of resolution or liguidation:
| CHG-1, CHG-4, CHG-8 and CHG-9 shall be signed by Insolvency resolution professional or resolution
professional or liquidator for cos. under resolution or liquidation, as the case may be and filed with RoC.

. Chapter in Glance = Registration of Charges

1 " Creation / Registration of Charge {Se.c 77-79)
- Churge [Sec. 2(16)] Interest or lien on asse'rs or undertaking of a company, including mortgage.

~ fluctuating assets, cr'ysfulhses on defauH or IIC]LHdCITIOI"I)
J’ . Register [Sec. 77] - Company must register charge with RoC in CHG-1 / CHG-9 within 30 days.
_'__-E>_<1'_énsion of time - Additional 30 du{rs with additional fees: further 60 days with ad valorem fees.

- Default [Sec. 78] - Charge-holder may apply: RoC issues notice and registers if no valid objection.
e Acq. of charged property / modification [79] - Acquiring company must register charge in its own
___Mame; modification (change in terms, limits, rate, pari passu, release, etc.) also requires registration.
Vemﬁcahon of instrument - Property o/s India - seal, director, CS, authorised of ficer/interested
Per'son Propg,--ry in Indm only by director, CS or authorised of ficer of charge-holder.

Registration of Charge
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" CoR - RoC issues CHG-2 (new charge)/CHG-3 (modification) - conclusive evidence

*  Effect of non- registration - Charge becomes void against liquidator and othep ~ _
charge-holder loses priority. Debt remains valid but unsecured.

2. Satisfaction of Charge (Sec. 82-83)
* Company to intimate [Sec. 82] - File Form CHG-4 within 30 days of payment or gqtie

may allow up to 300 days on additional fees. -

s RoC action - RoC issues notice to charge- A, L __.
recorded & CHG-5 issued. No notice when CHG-4 is signed by charge-holder,

*  Preservation - Instrument creqti_r;g oi Tqﬁiﬁu}g ch_arjgé to Eekepffor' 8yrs f

-~ RoC suo motu [Sec. 83] - RoC may rzcord sanschhon or' 'release on evid
not filed. Must inform parhe.s within 30 duys cmd issue CHG—

3. Other Provisions

. RegtsTe.r RoC [81] - RoC kee.ps register of charges InsPechon by any F

. Re.gasfer - Company [85] - Company keeps register of charges (CHG-7) at RO

~ acquired property, modifications & satisfaction. Entries authenticated by c
officer. Register preserved permanently. Inspection: members/creditors (fr '

| - App‘r of Receiver, rnanager- [84] - Appointment/cessation must be noﬁﬁed
within 30 days (CHG—6)

. Penalty [86] - Company - %5 lakh; OID - ¥50,000. False info/suppression liak

. Rectification [87] - C6/Regional Diret_:_'r;r'- !Efli;liow rectification or exfen.ﬁi
mis-statement or delay, if due to accident or inadvertence and not pr
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U ERTNONESTHRTYWOR

Administration
Summary of Forms

-- Section Purpose

m No .
For™ Registers
‘"'f#l- = 88 Register of members
HG: - g8  Register of the debentures
MiT 3 B8 Notice of siTuc:'rion/chunge/disconﬁnuunce of foreign register
" | De.clcir'fn_f_lgn and returns
| 89 Declamhon by registered owner
MeT-
WeT-5 B89 Declaruhon by beneficial owner

| .

WGT-6 89 Return of declaration

- Annual return/compliance
HG-T-T" 92 Annual re‘rurn (excepf for OPC and Small company)
MGTTA 92 Annuai return for OPC and Small company
WeT-8 92 Certificate by a company secretary
Meeting procedures
MGT-11 105 Appomfmenf of Proxy for a meeting

MGT-12 109 Pollmg paper for for voting at GM

MGT-13 109 Scrqhm;er_ s report to the chairman p per“rmmng To the poll
MGT-14 117 | Filing of company res::lu*hons s and agreements with the RoC

—_—— — e

MGT-15 121 | Filing report on AGM

Srgmﬁcant beneficial owner

BEN-1 90 | Declar‘a'hon n by significant beneficial owner
__BEP:‘—__Z 90 E‘r_t:lrn of mgmﬁcunt beneficial owner to R__oC - -
BEN-3 B ;90 _ Reg:ster of significant beneﬁcial owner -
BEN-4 90 | Notice by company fo suspected significant be.ne.ﬁcml 9_‘?[‘_?_"_'____ .

Sec. | Secticn Name _ —T-_s-;c__“._ o Section Name

88 | Register of Members, etc. | 106 | Restriction on Voting Rights

8 | Declaration of Beneficial Interest | 107 | Voting by Show of Hands

%0 Register of significant beneficial owners | 108 | Voting through Electronic Means

- Power to Close Registers Security ' 109 | Demand for Poll

92 | Annual Return | 110 | Postal Ballot

i | 11 | Circulation of Members' Resolution

94 | Place of Registers, Returns, efc. | 112 | Repr. of President & Governors in Meetings

““‘92——&29!5121-5 etc., fo be Evidence. I s | Repr. of Corporations at Co and crs meetings |

——

Management and Administration
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96 Annual General Meeting 114  Ordinary and Special Resolutions

97 Power of Tribunal to Call AGM 115 | Resolutions Requiring Special Notice

98 Power of Tribunal to call Meetings, etc. 116 Resclutions Passed at Adjourned Mgetmg
99 Punishment for default u/s 96 to 98 117  Resolutions and Agreements to be Filed
100 Calling of EOGM 118  Minutes of meeting

101 Notice of Meeting 119  Inspection of Minute-Books of Gm

102 Statement to be Annexed to Notice 120 | Maintenance & Inspection of doc in e-form
103 Quorum for Meetings 121 Report on Annual General Meeting

104 Chairman of Meetings 122  Applicability to OPC

105 Proxies

Section 88: Register of Members, etc. X468
Every company shall keep and maintain following registers in prescribed manner:

Register of Members (RoM) Register of Debenture Register of Other Secyrs,
for ESH and PSH (MG T 1) Holders (DH) (MG T 2) Holders (MGT 2)

A

Rule: Format of register of members:

Company Type— Reﬂremeﬂ‘_r_ / Details to be Maintained

Limited by shares j Must maintain ROM in Form MGT-1 from the date of registration.
Not having share _Regisfer' of members to contain following particulars for each member:
capital *  Basic details of members (name, address, e-mail, PAN or CIN)

In case member is a minor, name of the guardian and DOB of member.
Name and address of nominee;
Date of becoming member or date of cessation:
*  Amount of guarantee, if any;
Any other interest if any; and
Instructions, if any, given by the member w.r.t. sending of notices

Rules: Other points relating to register u/s 88: A

- Entry to be made within 7 days of BoD approval for allotment or transfer of securities.
- RoM shall be maintained at RO. However, SR in GM is passed to keep register at:
a. Any other place within city, town, or village of RO, or
b. Any place within India in which > 1/10th of total members (as in RoM) reside. "
If any securities are attached by SEBL or any competent authority giving directions for remif’®
of dividend or interest thereon, mention the same in the Registers.
In case of listed shares, mention the details of pledge, charge, lien w.r.t. the securities of co
held by promoter along with the name of pledgee - Within 15 days of event.

; ; 5
Changes, if any, in the status of members/DH/OSH on account of death, insolvency o" trarst
shares to LIEPF or any other reason -

pe”

Record such change in registers

Management and Administration
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i m,-?,ff,;ned u/ss (1) shall include an index of the names included therein.
. wf e index is not necessary in case the number of members < 50.
== |
[ ond indeX of beneficial owners (BO) maintained by depository = deemed compliance of Act

gt

" ¢

pgg_sTEL
fﬁ’?ﬂ:‘,mhonzed by AoA, company may keep outside India
P‘”” of the register u/ss (1) called Foreign register,
containing names and other particulars of members, DH, OSH or BO residing outside India.

A ©
e I Detall RN |

- Tparticulars I
- File with RoC Company shall, within 30 days of opening or change in situation or cfosmg of such |

{ 4 E | foreign register - File a notice of situation of office (WGT-3) with RoC + fees. 4'
] ﬁ:r Foreign register is deemed to be part of company's register (principal register) |
ion and | = It shall be open to inspection and may be closed, and

_— 7. Foreign Register (FR):

1 Tdu;smg of R |- Extracts /copies may be taken f
g T:__ in same manner as is applicable to principal register. l
VI Exception: Advertisement before closing FR shall be inserted in at least 2
r_!k_—_ 2 newspapers cwcula‘rmg in the place wherein FR is kepf.

--—E_rm'y inFR | After BoD approves allotment

_E@_-smut data|- Copy of each entry to be sent o RO in India within 15 days.

- [toRO +  Co. to maintain a dupllcuta register of each for‘elgn register, duiy updated
{Discontinue FR | Company may discontinue FR. A FR. All entries in such FR shall be | transferred to:

some other FR kept by the company outside Indra (any o’rher FR) or
to principal register.

&k_mmmsuﬂuﬂ_t:ompuny Penalty of Rs. 3 3 lakh ; OID - Rs. 50,000

I TCAT's illust

1

: : Can a minor's name be entered in RoM? - No, Only legal guardian's name can be entered

Joint SHs may request the company fo:

a. Enter their names in the RoM in a specific order, OR

| b. Split their holdings so that part is shown under one holder and part under another.
i * However, it is not possible that name of only one joint holder is written in RoM.

i+ However, names may be arranged so that the desired person's name appears first in order.
"~~~ Seniority among joint holders is decided by the order of names in the RoM, as per AoA.

\‘\M-—'——— YT T e e o



https://t.me/+WAAno0lYPU1kOGI1

Section B9: Declaration in Respect of Beneficial Interest in any Share
[Read with Rule 9 of Companies (Management and Administration) Rules, 2014]

Meaning of beneficial interest (BI):
For sec 89 and 90, BT in a share means right or entitlement of a person to:
Exercise any or all of the rights attached to such share; or
receive or participate in any dividend or other distribution in respect of such share,

L]

Where registered holder of shares does not hold beneficial interest (BI) on it, such persep, shal|
within 30 days of entry of name in RoM,
make a declaration (MGT 4) to company specifying name and other particulars of benefiiy

2. Every person who acquires such BI in share shall:
*  within 30 days of acquiring such BI,
make a declaration (MG T-5) to company specifying nature of his interest, particulars of regjgs,.,

holder and other prescribed details

3. Where any change occurs in BI of such shares, such person and BO shall - within 30 days from 4.,
of such change, make a declaration to the company in prescribed form.

4. On receipt of such declaration, the company shall:
make note thereof in concerned register and
within 30 days of receipt of declaration, file a return in Form MGT-6 with Registrar + Fees

Registered Holder Me Tiq I
30d Company - RoC
Beneficial Owner MG~ -5) 30d

Every company shall designate a person responsible for furnishing MGT-6 to RoC.
Following person may be designated:

cS KMP, other than CS If no CS or KMP - every director

Rule: Designation of responsibility to furnish information to RoC:

«  Until a person is so designated, following shall be deemed to be the designated person:
Cs, if any If no CS is appointed - every MD If no CS. MD or manager - every
or Manager, or director.
- Company shall inform details of designated person in Annual Return.
. Change in designated person - Intimate to RoC in e-form GNL-2.

Management and Administration
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: dedarﬂﬁon required under €@ HMCTE;R

nhot m . :
.'Mwhcr hares shall be enforceable by him, ace by 80 (MET-5) - No rights in respect of
=y s
- s
mpany shall pay dividend only to members (not beneficiql owner)
; CQ
b
o iure o make declaration o company - Rs. 50,000 + 200/day - Max 5 ik

- cyure of COMPA"Y to file MET 6 - Company + OID - s, 1,000/day - Max 5 lakh (co) and 2 lakh (OID)

- —— licability: Section 89 shall not apply to:
government companies (in compliance with sec 92 ang sec 137)

. Trust created to set up mutual fund, venture capital fund or other SEBI approved fund

tion 90: Register of significant beneficial owners in a company ‘@E@

Sel

-“’"’Mo‘i;—g;gniﬁgant beneficial owner (sBOQ)

'#SBO in relation to a reporting company means:

~ . anindividual (acting alone or through one or more persons or trust),

i possesses one or more of the following rights in such reporting company:

(i) holds indirectly, or together with any direct holdings >= 10% of the shares;
(ii) holds indirectly, or together with any direct holdings >= 10% of voting rights;

| (ii}) through indirect holdings, or together with any direct holdings has right to receive >= 10%,
of total distributable dividend in a FY:

. (iv) through indirect holdings or-together-with-direct-heldings has right to exercise signiﬁcantz
ol influence* or control in such company. |
¥ *Significant_influence means power to participate, directly or indirectly, in financial and |
___l operating policy decisions of reporting company but is not in control of those policies '
_.,.ﬂﬂ&i If individual does not hold any right indirectly under (i), (ii) or (iii) - not considered to be SBO. |

. keaal provision

et
|

—t

——

_l_bedu-q-rion Every SBO shall make a declaration to the company, specifying the nature of his
| : 1) interest and other particulars, in Form BEN-1 within 30 days of becoming SBO.

Every company shall file a return of SBO and changes therein in Form BEN-2 with RoC
{-BEN‘E) c;n:rni_n'i;g n?me.s addresses & other details within 30 days of receipt of BEN-1
%[E £ Maintain a register of SBO & changes therein (Form BEN-3) including name of individual,
a]' e ———— i RS - ——— - - —

his date of Bi',.fh' address, details of ownership and other prescribed detuails.

Such register shall be open to inspection during business hours (or reasonable time
| PUCh regist all be ope .

T hi;:hrs). on every working day by any member on payment of specified fee (m;;f _

> Rs. 50 for each inspection)



https://t.me/+WAAno0lYPU1kOGI1

Return of SBO

Declaration
SBO > Company T Ro.
(BEN-1) | (BEN-2) <
Register
(BEN-3)

Onus on reporting company to identify SBO —
Notice by  Company shall give notice (BEN-4) to ﬂ""Y person (whzther' or ot a m'?-"l'lbf.r)

Company company knows or has reasonable grounds 1o belleve (R L2
(BEN-4) (a) to be SBO of the company.
' (b) to be having knowledge of identity of SBO or:
‘() to have been SBO of company af any time during 3 years 'mmEd'G“IY

the date on which the notice is issued,
gistered as SBO with the company as r'equured under ﬂ-,,,

. |ondwhoisnotre
Reply to Concerned person shall furnish info. required in such notice within 30 day, of
_notice the notice.

Application | Where that person fails to give info. within specified timeor info. givenisu

to tribunal | company shall apply to tribunal within 15 days of expiry. '
 Order of T'rlbunuf may, after giving OOBH to parties concerned, make such order rest

tribunal | the rights attached with the shares within 60 days of receipt of application:

l - restrictions w.r.t. _transfer of Interest 7 TR

'« suspension of rrghfs {dmdend VR e’rc) e e ___

- other restrictions

Relaxation | Company or aggrieved person may apply *rp___Tr'lbunaI
| re:s'rr:chons within 1 year fro from the date of such orde.r

for rel_a_xation or lifting of

|
If no applﬁ._ made within iﬁﬁﬁjuéh_sﬂafg_éhall be transferred to IEPF

Peml s e

Sub-section | (10) )

Failure Person fails - to|Company fails to maintain|Person mifullv

make declaration | register (BEN-B) or nllow fulse_or incorrect

| il T | (BEN-1) inspection thereof supphve;—s;i
Liable Person Company OID Such personshdl
[Penalty = - URRE Re. 50,000 Rs. 1 lakh Rs. 25,000 | for action u/s &
-t@“if_"!‘!!!%fﬁ“ﬂ'ﬁk,!"- 1,000/day  |Rs.500/day |Rs. 200/day By
| Maximum Rs. 2 lakh Rs.5lokh  |Rs.llakh |
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A

i t be applicable to the ext

jes shall ° xtent the share

pF Authority (constituted u/s 125) of the reporting company is held by

1) T
1{‘) holding reporting company (provided details
| of such holdi -
{P} 2 | cal Autharity olding company is reported in BEN 2)
J[‘l A orting company or BC or entity controlled by C6 or 56 or partly both

cegistered Investment vehicles such as m
“ 5e8l g e e utual funds, AIF, REITs and InVITs

sestment Ve ' egulated by RBI or IRDA or Pension Fund Authority.

Summary of BEN-4 timeline:

L 30 days ‘ 15 days | 60 days ‘ 1 Year
e b
t— BEN-4 Reply to Apply to Order of Apply to NCLT for
- notice tribunal NCLT relaxation else, IEPF
: 0 s Close Reg er o Dhe or Debe e-Holde or O olde
" A company may close the registers for any period, subject to:
exceeding 30 days at any one time.

ggregate 45 days in each year and not
least 7 days (or such lesser period as s

lrsted)
d manner (1 vernucular + 1 english newspape

1. not excu.dmg ina
prior notice of at
;ompmes mfendmg to get

+ hasto be given | in pr'e.scrlba

pecified by SEBI for listed companies or

r+ website) '

B

“Tncase of confravenhon u/ss (1)_ _penalfy shaII be ]
Mﬂﬂ -Rs. 5/ 0'00 for every day durmg whlch r'e,gls‘rer' was  closed subject o max. Rs. 1 lakh.
i —
companies are exempted from issuing puinc notice in newspaper provided min. 7 day's notice |
|| given o members prior 10 clomafw_______l |
L“h’-—__" e ——— I ————— ————— —
G S e T
- R 2
e :
AR i T .
I
““‘-k_______‘__.__‘_ g ST
N R -
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Form
Sign

< Certified by CS
in Practice
(MGT-8)

Place on
website

File with RoC
[Section 96(4)]

Penalty

Penalty on CS in
practice

BT 0 0 0 @

_ _in BoD'_s re_porl

0 ies: MGT-7
Lo; Zr ; comrlmrnn:n sanies: MGT-7A (abridged format of annua| return)
x Small ¢ MRS ; .
Other companies: By a director * €S (where no CS, by CS in prﬂthcp_]
DPC;J. small company and start-up co.: Signed by C5.If no Cs. by q dire
Annual return filed by:

Lty

L:*::::gm FTST;: not less than 10 crores or Turnovar‘no‘r less than 50 Cror,,
shall be certified by €S in practice in Form MGT-8 stating that:

AR discloses the facts correctly and adequately f".‘d

company has complied with all the provisions cf_Tlhfs Act -
AR shall be pla_ced on website of company and web-link thereof shg|| be diS-:EM“
Every company shall file with the Eégisfmr a copy of annual retyrn (»Feg);

within 60 days from date on which AGM is held or

where no AGM is held in any year, within 60 days from date on which 4

should have been held + statement specifying reasons for not holding AGh
Ccrﬁpanyai_ls_ to gle'ﬁwi'{lﬁn prescribed time, penalty of: e
Company - Rs. 10,000 + Rs. 100/day upto max Rs. 2 lakh
OID - Rs. 10,000 + Rs. 100/day upto max Rs. 50,000

If €S in practice certifies the AR otherwise than in conformity \;u;l_-,_;h

e

____requirements of this section, he §h9_|l__!:£|i_t_uk_:jg‘_r_0 a penalty of Rs. 2 lakh

——

Content of Annual Return:

Annual return shall contain the following details as on close of FY:

RO, principal Particulars of Shares, debentyres Members, DH, OSH and
Fusiness activities  holding, associate or or other securities change since previous FY
subsy (Group cos) and SH pattern (Holders)
Promoter/Dir/ K MP Meetings - GM, Remuneration of Penalty on company,
and changes since  BoD, committee and director/KMp director or officers +
PFY attendance details compounding + appedls
Certification of Details of shapes held by Foreign Other
compliance Institutional Investors matters
(B6R s kmp cro )
T .
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1/10th of

! it such registers or AR may also be kept at any other place in India in which >

P;:Gy!i,d‘-—-l*ﬁ;. of members (as per RoM) reside, if approved by SR passed at GM
the T::mns _ such place is within India, more than 1/10th members reside and SR is passed)
(3¢

- and custody:

' Type Period Custody
oegister of members Permanently CS or person
}o;eig.ﬂl Rgg:leE?_'_Of members Permanently, unless discontinued. authorised by
iégis-*'?f_Of.pH or OSH 8 years from date of redemption Board.
'.Eﬁrﬁigh _,_-ggis_'r_e_f‘_ﬂf_ DHor OSH 8 years from date of redemption
j&';}s"gz I B years from filing with RoC

-, gnepection 0 Registers, index and AR:

s or inspection during business hours (at such reasonable time >= 2 hours on working day):

open f
By members, DH or OSH - without any fees

By any other person - on payment of such fees as may be prescribed.

Extract or copies by ANY person:
Any member, DH, OSH or BO or any other person may—

sake extracts from any register, or index or refurn without payment of any fee: or
require a copy thereof on payment of fees as per AoA (not > Rs. 10/page).
Company to provide copies within 7 days.

Lai

4 On refusal of any inspection or making extract or copy:

Company and every OID - Liable for each such default, to a penalty of Rs. 1,000/day subject to a
max of Rs. 1 lakh during which the refusal or default continues.
€& (RD) may also, by order, direct:

@ animmediate inspection of the document, or
b. that extract required shall forthwith be allowed to be taken by person requiring it.

Note: The following particulars of register or index or return in respect of members shall not be made

Ovailable for any inspection or for extracts or copies:
- tddresg gp registered address (in case e-mail ID Unique Identification PAN

of a body corporate). Number Number

Management and Administration
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Section 95 Registers etc , o be Evidence:

Th )
€ reqisters their indices and copies of annual returns maintained under sections 88 and 94
Prima "'-L‘-,

1€ evidence of any matter directed or authorised to be inserted therein by or u”de” Uy,
e,

©00080®
Time |'ITHT for AGM:
* Every company (other than OPC) shall hold AGM each year*.
First AGM to be held within 9m of closing of first FY.
Subsequent AGM to be held within 6m from closing of each FY.
RoC may, for any special reasons, extend the time within which AGM (other than first AGN) .
be held by not > 3m.
Not more than 15m shall elapse between two AGMs
If first AGM is held as aforesaid - No AGM necessary in year of incorporation,

*As per Secretarial Standard_-z, "én&_y;dr"_fe?ers to "calendar year".

AGM shall be:
called during business hours (9AM to 6PM)
on any day other than national holiday (as declared by C6)
held at RO or some other place within city, town or village (CTV) where RO is situated,

Exception: B
Unlisted company | Held at any pluce in India if consent in wr'r'rmg + e-mode by AlLn membzrs ¥

udvance
Govt. company RO or within CTV where RO is sr’ruafed or o?her place upproved by 6.

Section 97: Power of Tribunal to call AGM
If a company fails to hold AGM u/s 96, Tribunal may, on application by any member, call or direct

calling of AGM & give such consequential directions.
Note: Such directions may include that 1 member present in person or proxy shall be deemed
constitute a meeting.

. GM held u/ss (1) - deemed AGM of company.

(applicable anly for EGM. Not A6W
Other than AGM, if it is impracticable to call a meeting or conduct it in manner prescribed (as pe’ Adt
or AoA), Tribunal may, either:

either suo-motu, or
on application of director or member entitled to vote at the meeting

order a meeting to be called, held and conducted in manner qg Tribunal thinks fit, and givé st

| unullur’y directions as may be expedient.

Management and Administration
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ons may include that 1 member present in per deemed to

h direct son or proxy shall be

. 5 -
¢ efing.
D!ais-n'm’r‘i ar
lt

b

ting held u/ss (1) - Deemed to be a meeting of company duly called, held and conducted
£
Any

ment for default u/s 96 to 98

s made in holding meeting u/s 96, 97 or 98 or in complying Tribunal's directions:
oID - Fine which may extend to Rs. 1 |akh + Continuing default - Further Rs 5 000/day.
T o

. Calling of Extraordinary General Meeting (EGM) Y 7 . 3 - -D
on 100: ¢@ g ( ) X 7R 1336 LE _;lr IDEL’_;‘L\M

 may whenever it deems fit, call an EGM of the company. s A
~ and ' =

Tt £GM shall be held at a place in India (except in case of wholly owned subsidiary of a company
lac€ = . .
; _ated outside India)
corpe

i chall, at the requisition made by following, call an EGM of the company:

to. having share capital - Members holding not less  Co. not having SC - Members having not
than 1/10th of total PUSC that carries voting rights.  less than 1/10th of total voting power.

. The requisition made u/ss (2) shall:

. Set out matters for consideration at the meeting
». Signed by requisitionists, and

- ¢ Sent to RO of the company.

E‘ Tre Board shall:
¢ Gl for such meeting within 21 days from receipt of valid requisition
b Meeting to be called on a day not later than 45 days from date of receipt of valid requisition

T

On failure of board to call such meeting - Requisitionists may themselves call and hold such meeting

. Whin 3 months of date of requisition.
" Meeting by requisitionists to be called, held & conducted in same manner as it is done by BoD.

R —
s:nlsanuble expenses of such meeting to be reimbursed to requisitionists by company and such sum
| ill be deducted from remuneration u/s 197 of directors who were in default in calling the meeting.

Management and Administration


https://t.me/+WAAno0lYPU1kOGI1

1

Rule 17: Calling of EGM by requisitionists: oAl

Requisition has to be in writing or e-mode at least 21 clear days prior to propoge date
Notice to specify place, date, day, and hour of meeting & contain business tq be h_qm Lot EE.I,
The meeting shall be convened at RO or in the same city or town where RO is Situat dc M
€xcept national holiday. Uy,
If SR is proposed to be passed in such EGM, notice to comply with section 1142

The notice shall be signed by all requisitionists or by requisitionists duly authorizeq ;.
No explanatory statement to be annexed to notice for such EGM. Requisitionist -
reasons for proposed resolutions at the meeting (not mandatory).

|1~”,r

" Notice shall be given to those members whose names appear in RoM within 3 days of "

valid requisition by the company

Where meeting is not convened, the requisitionists shall have a right to receive:

a. list of members

b. their registered address and

c. number of shares held and

the co. is bound to give such information as on 21st day from date of receipt of valid req,

Company shall give such information before expiry of 45 days from receipt of valid reQu.isnm_.l
- Mode of sending notice - Speed post or registered post or through e-mode.
- Accidental omission to give notice or non-receipt thereof by any member shall not invalicg. .

proceedings of the meefting.

Section 101: Notice of meeting: @@-

GM may be called by giving not less than clear 21 days’ notice in writing/e-mode in prescribed rer

Clear dcry_s means - exclude date on' whlch notice is served _AND date of 1 mee‘rmg

Shorter notice:
GM may be called after giving shorter notice if consent is accorded:

In case of AGM: In case of any EGM: M’ft;mmsn 1oadibetd]) .
By not less than 95% a. Incaseof company having SC - Majority in numbers * represen””
of members entitled to not less than 95% of PUSC __
vote thereat b. Incaseof company not having SC - members having not fess 1"

95% of total voting power

2. Notice 1o sp:cify place, date, day and hour of meeting & contain business to be 1ran5tzc*t‘-d-

3. Notice to be given 1o ["MAD ] : U

re
Every member of the company (LR of deceased Auditors of the Every direct®

: n
member or assignee of insolvent member) company, and compa™

Management and Administration
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ghall not

il amission to give nohgf‘%! NTEBnn-rr(pi

|‘cc dOTe fhe proceediﬂgs 'Df ﬂ']? mee“nq
ﬂ"“l*

pt of such notice by, any member

o gending Notice via e-mode A.@
wd'"g of notices through electronic mode (e-mode) has been statutorily re coqnized
i e may be sent through e-mail as a text, attachment or URL.
.mail f0 be addressed to entitled person (as per records of depositaory)
compary shall allow changing or adding email IDs at least once in a FY
gubject line of email - State the name of company, notice of type of meeting, place and dafe.
place notice N website of company and other website notified by C6
g-mode means:
any communication sent by company through authorized & secured computer programme
capable of producing confirmation and

a.

keeping record of such communication addressed to the person entitled to receive

o M o

ot the last e-mail address provided by the member.

_QM- t clarity check:

{ Where notice is sent by post, it shall be deemed to be served on expiry of 48 hours after the
same is posted. (Section 20)
Tllustration: AGM to be held on 7th Nov. Notice was posted on 16th Oct. Is the notice valid?
Notice is invalid as it is of only 19 clear days (deemed served on 18th Oct)

2 Canan individual director call for GM? - No. Individual director is not authorized. Only BeD can.
However, if individual director ends up calling, BoD can later, ratify the same.

3. Company's obligation to send notice shall be satisfied when it transmits the email. Company
cannot be held responsible for transmission of email beyond control.

4 1f an entitled members fails to provide email address, company shall not be in default for not

delivering notice via email.
5. Companies Act does not provide anything specific regarding condonation of delay in giving notice.
6. In case of section 8 company (92 + 137), notice shall be sent within 24-days 14 days.

A ——

) © @

d to notice (Explanatory statement

Section 102: Statement to be annexe

Ondiary Business vs Speciol Business: M- ADDA)

Yocs

In case of AGM, all business shall be deemed special, other than: e Qb ey B ‘%]
consideration of FS and  declaration appointing of director in  appointment of and fixing

reports of BoD & auditors_ of dividend place of those retiring remuneration of auditors

l% - All business shall be deemed fo be special in EGM (no ordinary business).

Administration

Management and
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rJ

Legal pProvision.
A statement setting out following material facts concerning each item of special b“'—“"”%g

annexed to notice calling such meeting: . b
the nature of interest (financial or otherwise) in other info & facts thqt May
respect of each 1tems of to understand meﬂmng- Scopehqt“
- every director & manager implication of items of busingg, Org

- every other KMP take decisions

relatives of above

=
tonsequence of non-disclosure:
Where. as a result of non-disclosure or insufficient disclosure of interest (as required above) i,

benefit accrues to promoter, director, manager, KMP or their relatives, they shall hold sycp, beneg, i
the frust of the company and liable to compensate the company to extent of such benefit, .

Disclosure of extent of shareholding-_
Where any special business relates to or affects another company (say, A Ltd),

= The ES shall disclose the extent of shareholding in that other company (A Ltd) of
every promoter, director, manager, KMP of the first mentioned company

if it is >=2% of PUSC of that company (A Ltd).
* Interet £ 27 - Disclete ALY Tzl
-~ M'E'l'cg‘l.' > a2, =D f&}ns:,. aﬁ\—ﬁ\ &'P‘]MM S Kakeme A
Where any item of business refers to any docs, which is to be considered at the meeting, the time or-

place where such docs can be inspected shall be specified in ES.

Contravention of this section: Every promoter, director, manager, KMP or-their—retatives who is

default - Liable to penalty which is higher of:

« Rs. 50,000 or
- Bx the amount of benefits accrued to such promoter, director, manager, KMP or their relative.

Section 103: Quorum for meetings 1V 12J 141 1501708418

Unless articles provide for a larger number, following shall be the quorum for a meeting:

a. Incase of a public company:

No. of members as on date of meeting Members personally pfe.sem
Not more than 1,000 . 5 _
More than 1,000 but up to 5,000 ' 15
> 5000 . 30

b. In case of aprivate company - 2 members personally present

Note: Proxy shall not be counted for quorum.

Management and Administration
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is not present within half an hour from appointed time:

rally Adjourned to same day, next week at same Time and
[ place or such other date as board may determine.
"I"i-l;'ming called by requisitionists u/s 100 | Stands cancelled
i tice in cas€ of adjourned meeting or change in day, time or place:
e =— i )
ny shall give not less than 3 days notice to members either individually or publish advertisement
. pewspaper (1 english + 1 vernacular) in circulation where RO is situated.
in
ointed

- rfat the odjourned meeting also, a quorum is not present within half-an-hour from the time app
" for holding meeting, the members present shall be the quorum.
0

: -@_@g}éi&ad to0 Quorum as per Secretarial Standard-2:
: { person can be authorised representative (AR) for multiple BCs. He will be counted as multiple
- nembers for quorum (i.e., 1 person representing 5 BCs shall be counted as 5)

However, if quorum = 5, AR representing 5 cos. alone cannot form quorum. At least one more
member must be present.

Quorum must exist throughout the meeting, not just at the start.

Members who have voted through REV can attend GM, and their presence counts for quorum.

. Related party, even if not entitled to vote on a particular item, is still counted for quorum.

b i

5 i oA iR

Quorum requirement does not apply to items transacted through postal ballot.
Presence of a single member can never be counted as quoram.

———

Additional points: ) | |
If 6M is adjourned for reasons other than lack of quorum, the adjourned meeting is treated as a

fresh meeting, so quorum must be checked again.
If in such adjourned meeting, quorum is not present, it shall be deemed-querum further adjourned.
On matters where PSH are not entitled to vote, they shall not be counted for quorum.

T TR —

B o me

g

jl Section 104: Chairman of meetings
- Unless AoA provides otherwise, members personally present shall elect one of themselves to be
thairman thereof on a show of hands.

_F'F"'I'_"_'

- I poll g demanded on election of chairman, it shall be taken forthwith and:
_Chﬂ""mn elected u/ss (1) by show of hands shall continue to be chairman until some other person
| 'S elected chairman by way of poll
-~ _Such other person fo be chairman for rest of the meeting.

Management and Administration
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Powers of chairman (additional points):
Chairman is a person who manages meetings and ensures decorum is maintained.
Chairman has prima facie authority to decide all questions arising in the meeting,
Chairman has casting vote or second vote in BM and GM (only if empowered by Agp)

In case of private company, sec 104 shall uppfy unless O-?hﬁr!“_'lsf specified in AoA,
Section 105: Proxies 90 O
1. Any member entitled to attend and vote at a meeting shall be entitled to appoint anothep :
Form MGT-11) as a proxy to attend and vote on his behalf.
l:_l
L. Proxy shall have no right te speak at such meeting and is entitled to vote only onq polt,
2. Proxy need not be a member of the company (except in case of section 8 company) -

Limit of members for which a person can act as proxy:

A pe.rson can act as proxy on behalf of members nof exceeding 50 and holding (ag
% of total share capital of the company carrying votmg rights.

A person holding » 10% of SC may appoint a single person as proxy and such person Shnﬂ

proxy for any other shareholder.

£ Every notice calling for meeting shall include a statement that:

- amember entitled to attend & vote is entitled to appoint proxy (one or more if ullmd}
*  that proxy need not be a member

et e - - - —

3. Default u/ss (2) 01D hable to penai‘ry of Rs. 5,000

4. Deposit of proxy for m \j@y Lane
48 hours before meeting, proxy form or any other doc., neczssar'y to show vulldlty of such o
shall be dzposlted with the company (even |f ar‘ncles prowde for' Ionger perlod)

Such instrument appointing proxy shall be in writi hé and be signecf by:
"+ appointer or duly authorized attorney in writing or '
~+ if appointer is BC - under its seal or be signed by an officer or duly uuthur-uzed attor

5. A company cannot send proxy invitations at its own expense suggutmg any spmﬁt
| appointed as proxy by members.
‘ If the company issues such invitation, of ficers r'upanslblg shall be li ]iﬂb]g for
whzre such issue is at the member's request in writing, -

' 4
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inting proxy in Form MGT - _ ,
. rumgﬂT aPpOl- 9 p Y > T 11 shall hot be questioned on the qrounrjﬂ that 1t fa'js
an i with special requirements by the AoA :

10 ;Dmpw [ —["Ln;_l_ ,'._'_“

- - ' —
ctind Pﬂqwiprms by member: % G e Bl tn rMudfs
4 [asPE~" shall be entitled to inspect proxies lodged, ™% HB“T’: v E~D
framenee © iod - 24 hours b - C Crory Pt =F Rrrers
Inspfd during perio ours before time fixed for commencement of meeting and ending with

aclusion of meeting during business hours
co

Not less than 3 days’ notice in writing of intention given to company

ég_ge_plﬁl_qtf_fidgh_egk_:

| Mg}i&hmember and proxy both are present ina GM -

-] e membars have a right to revoke the proxy's authority by voting himself before the proxy
| hos voted buT once the proxy has voted the member cannot retract his authority

" AoA provides that the proxy form should be received at least 60 hours before the GM. Is such
vai"ﬁ'icn'm“d? =M’ T.he limit of 48. hours cannot be increased in any case.

I'
; [Seciottons) ) Cm St p

" \ waitten ¥wn You o
} Only if provided in the AoA,amember shall not exercise voting right in respect of the shares registered
.P

—

c-ction 106: Restriction on voting rights:

" his name on which:
call or other sum is unpaid, or
. company has exercised any right of lien.
5 Except above, company shall NOT prohibit member from voting right on any other ground.
" Incase of poll - Member (or his proxy) entitled to more than one vote need not use all his votes or cast
in the same way all the votes he uses. (i.e., he can split his votes for and against same rescln)

Veting in case of joint shareholders:
Unless AoA provides otherwise, joint shareholders must concur in voting.
In case of joint shareholder, voting is done in order of seniority.

| >2ction 107: Voting by show of hands: [\ Perton = | Vo)
L Any resolution put to vote at a GM shall be decided by show of hands, unless poll is demanded u/s 109
2 w,i;'_:,"ﬂl‘l'ﬂ"?i'.ﬂg is curr-iz.dlqu:t_éle.éfr"bnicnlly. . >
= Tollowing shall be conclusive evidence of fact of passing of resolution or OTheIVRe:
+& Declaration by chairman of passing of such resolution, ~—
b Entry to that effect in the minutes of the meeting

.|

I
e iy e ——— e ——— —
e _— e —

Coninsolvent SH vote by show of hands? Yes (as long as his name appearsinRoM)

e

Management and Administration



https://t.me/+WAAno0lYPU1kOGI1

1

2.

Section 108: Voting through electronic means.

R 20 Vg o e mers WO ]

. exercise voting rights
C6 may prescribe class of cos. and manner in which member may by »

Following companies shall provide facility to vote by e-means:
a Every company having listed its equity shares in a RSE and
. Every company having 5= 1000 members

. are not r u_i_ ; P
Exception: Nidhis or enterprise as per SEBI Regulations (such as SMES) “quired to
such facilities.

o

Companies Providing facility of voting by e-means shall comply with following pro 2dures:

Particulars Detail
Notice To be sent to - All members, auditors, and directors. :
Mode - Registered post, speed post or e-means or by courier ser
Place notice

On website of - Company and Agency (NSDL/CDSL)
Notice to state: | Company is providing facility for voting by e-means. :
b. That the faéilify_- either EVS or ballot or polling paper
available at meeﬁngﬁnd_ members attending the meeting who h
cast vote via _rer-;_\ofé é:_vg@ shall be able to exercise theip,
. Members who have c_a_st_go'r_g_gy_r_ remote voting prior to meeting
| attend m-ee'rin_g but not vote again. (will be counted as quorum) W
Notice shall: 0. indicate process and manner for vofing by e-means; |
|- indicate ime schedule including 1

g time period during which the votes
| cast by remote e-voting,

. Publication in
newspaper

11,
4
3,
4,
5. manner in which Person whe bei:;n\?n;;abers after dispq
obtain login 1p) ond password,
6.

the statement thqt: =

Q. remote voting shall not be aifo;;;;lh _
b. mannep Which compr
PR ¢:._member may particing



https://t.me/+WAAno0lYPU1kOGI1

d person named in RoM as on cut off date only - entitled to vote

-
e
|
|

(8 | e website of the company and agency
b | _f. name, designation, etc. of person responsible for grievances addressal
JI /’};;oflﬂg Remain open for = 3 days. Shall close at 5PM on date preceding date of GM. |
| pem? Members holding shares as on cut-off date may vote |
Vote once cast - cannot be subsequently changed.
+ At the end - facility to be forthwith blocked. |
| Provided that - If a company decides to use the same EVS as used in remote |
T e-voting for voting during the GM, the said facility shall be operational tillall
pe | resolutions are voted upon in the meeting, AR B N A A
P m’f—“ +  BoD to appoint one or more scru’rlmzers— ECA_ 'CS or éost Accountant, in |
2 practice or advocate or any person not in employment + Person of repute) fo |
| | 3 scrutinize the voting process in fair and transparent manner. |
! |’ = Scrutinizer may take assistance - Not an employee and well versed with EVS '
@ *  Scrutiniser shall be wnllmg to be appomted and be avar]uble for uscertammg .
,--T*’" requssute majority.
- Taunting votes | Scrutiniser shall, immediately after conclusion of voting at GM:
F“T’_ ' . first count votes cast at GM,
*"T' ). Thereafterj unbloc_k votes cast through remote e-vo‘rmg m presence of a?
- : least 2 witnesses not in employ}mem of company and
- T A nge_ _(wITh_I; 3 days of conclusion of 6M),a consohda‘rec_f scru’rml_s_e_r_ s repor'T |
i s of total votes cast in favor or agmn's_f_ '”l_f any, to Chcur'man or a person |
| authorised by him in writing who shall countersign the same.

- + Thereafter, CM or authorised person to declare result of vohng for-thwl‘r
. g Votes (of remote e-voting) to remain secret till the votes are cast at GM.
Rl __ Result of resolution - Place on website - Co + Agency + RSE (if listed)

,_L___ . Regrs‘rer' and all other documents to remain in safe custody of scruﬂmzer till

'_ approval of minutes by chairman. Thereafter, hand over to company.

__|Prevent dual To ensure that members who voted via e-voting do not vote again in GM -
L[Wtes Scrutinizer to have access toE‘@ls of _shareholders who vo'red but _no'r the

= manner in which they heve Ct.'-I.ST their votes.

|| Register of Scrutiniser to maintain a register (manually or ' electronically) to record assent

| |Gssent/dissent | or dissent received, mentioning particulars of name, address, folio number etc.;
~(Deemed date of | Date of GM it _

- {lesolution " e i I
mmm Resolution proposed to be considered through e-voting shall not be withdrawn,
. S — —
) ‘\‘____ L ST SR e
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Section 109: Demand for poll JE19%

1. Before ar ; 5
Before or on declaration of result of voting on any resolution on show of hands:
a poll may be ordered to be taken by the Chairman on his own motion, and

shall be ordered 1o be taken by him on a demand made in that behalf:
In case of other Compan,

By members present i
Y Pl ent in pEFSGn
or proxy having >= 1/104,
total VP ‘

In case of company having SC -
By members present in person or proxy having >z 1/10th
of total VP or holding shares in aggregate having PUSC =
RS.hInkhor!uqhernmounfprescﬂbed

rJ

The demand for a poll may be withdrawn at any fime by the persons who made the demand,

3. A poll demanded shall be taken:
For any question (other than below) | At such time as Chairman of the meeting may direct, (uitp,
48 hours from time it was demanded)

For adjournment of meeting or Forthwith
appointment of Chairman o e e
4. Where poll is to be taken, the Chairman shall appoint such number of persons, as he deems necessary
to scrutinize the poll process and votes given on poll and to report fo him in manner prescribed,

_(_TI

Chairman of the meeting shall have power to regulate the manner in which the poll shall be taken

6. Result of poll shall be deemed to be decision of meeting on the resolution on which the poll was taken

A®

Rule 21: Manner in which chairman shall get the poll process scrutinized:

Chairman of the meeting shall ensure the following:
Scrutinizers are provided with:
a. RoM, specimen signs of members, attendance and proxy register

b. All documents pursuant to sec 105, 112 and 113

. Scrutinizers to arrange polling papers (MGT-12) & distribute it to members & proxies present
In case of joint SH - Give polling paper to first named holder (in his absence - joint holder)

. Scrutinizers to keep record of the polling papers received in response to poll, by initialing it

. Serutinizers shall lock and seal an empty polling box in presence of members and proxies.
Such box shall be opened in presence of at least 2 witnesses.

In case of ambiguity about validity of a proxy, scrutinizers and Chairman to decide validify-

Management and Administration
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e disregarded.

Ensure +hat if member (who has appointed proxy) has voted in person, proxy's vot
n

re voting is conducted by e-means u/s 108, company shall provide all necessary support,

whe

chnical and otherwise, to Scrutinizers in orderly conduct of voting and counting the result.
te

ZEI"S:__F_EPDFE_ and .':ESUJ_T

5_cr§4.T.'.”i
;J SEruHnIsers shall count votes and prepare a report (MGT-13) addressed to the Chairmar.
b‘ It shall be signed & submitted within 7 days from date of poll. Chairman to counter-sign.
i .. Report t+o state: total votes cast, valid votes, votes in favour and against including invalid
| votes.
d. Chairman to declare result of voting on poll (either himself or authorizing a perseon in writing)
' Pos = _
cection 110 Postal Ballot ( (o }— 5 %E
= X __Setie O M- |
—— = —ve Y
| ool baliot [2(65)] means voting by post or Yhrough e-mode.

Legal Provision:

| 1 Acompany:
5 shall w.r.t. such items of may transact any business by postal ballot other than:

business as C6 may declare to - ordinary business and

be transacted only by means of _  business w.r.t. which directors or auditors have right To
I postal ballot; and be heard at meeting,

Ncte: If a company is required to provide e-voting u/s 108, any business that is otherwise required to

be transacted only by postal ballot may instead be transacted at GM through such e-voting.

2. If aresolution is approved by requisite majority of SHs by means of postal ballot, it shall be deemed

to have been duly passed at a GM convened in that behalf.

Rule 22: Procedure of postal ballot: A

B .  Detal
| Notice Where a co. is required or decides to pass resolution by postal ballot - send notice
explaining reasons & requesting to send their assent

! | to all SHs + draft resolution
o | or dissent in writing on a postal ballot within 30 days from dispatch of notice.

e : :
tice of To be sent to - All members, directors-and-auditors
post or e-means or by courier service

| Meeti
;, a“'p'Fngi_ | Mode - Rggi_s_'rgred post, speed _
: =EEC_P:1‘°_1'_E_CE\__ ) | On website of company - Remain on website till last date of receipt of PB " —

ministration
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_|Registerof |-  Scrutiniser to maintain a register (manually or electronically) to ¢
_essent/dissent |  or dissent received, mentioning particulars of name, address, folion

1 re.c__e.ivg,_[:_l

h Rule 20 to apply

Publication in

newspaper

- Scrutiny

e —

|- == RS FOSEES PR TR T
"

Company shall publish an advertisement (1 english
statement that business may be transacted b
date of completion of dispatch of notice
date of commencement of voting
date of end of voting
the statement that:

+ 1] vernacmqr. Speci:
Y postal ballot i"clu:fw .
i

"9 ey

a. postal ballot received beyond date is invalid and votin
beyond said date and time
b. members who have not received such forms may ap

9 Shall nog b, 8

PIY to Cg: i.';

name, designation, address, of person responsible fop grievances q

BoD to appoint one/more scrutinizers who is not in employment to
the postal ballot process in fair and transparent manner
Scrutiniser shall be willing to be appointed and be available fon
requisite majority . = '
Postal ballot received back from SH to be kgp?_in_safe_gﬁ;i-é_gy of
_and no person shall deface or destroy it or declare the idegti_f_y of
Scrutinizer shall submit his report as soon as possible after |g
receipt of pqsml ballots but not later than 7 days '_I'he:r:_e.of___
él_xch register and other papers to remain in __safe_qus?qt_:_:'y of s
__approval of minutes by chairman. Thereafter, hand over to compa

___Result shall be declared by placing it on website of company

and details of postal ballot defaced, if any.

-

Provisions of rule 20 regarding voting by e-means shall apply, as fqr'
mutatis mutandis to this rule in respect of voting by e-means.

{ Postal Ballot
'ONLY

Following items of business shall be transacted only through pos t

| Section Business
13 Alteration of object clause of MoA L
2(68) | Alteration of AoA to insert or remove pre
included in AoA of private company
12 Change in RO outside local limits of city.
13/27 Change in object for which money |
43 | Issue of shares with differential ric
48
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68 Buy-back

151 Election of a director by small shareholder.
180 Sale of undertaking of company

l 186 Giving loans, guarantees in excess of limit

f Exception: OPC and companies (public or private) having members upto 200 are
NOT required to transact any business through postal ballot

t - ary of Limits in ChﬂpTEr ¥
- B

— ) l

101 100
Shorter notice Requisition
F ] EGM
. AGM EG_M | i
= = | e No
95% 95% of No . |
of PUSC + | 1/10th 1/10th
members  Majority 95% of of of
VP | Pusc VP

109
Pall

SC
1/10th

of VP

or

R —

—— TR RN
=iy

2 #company shall not be bound u/ss (1) unless:

2 Copy of signed requisition is deposited at the RO:
.. Incase of requisition requiring notice of resolution - Not less than 6 weeks before meeting

section 111: Circulation of Member's Resolutions €D @_\

On requisition in writing by such number of members as u/s 100, a company shall:
1 give notice to members of any resolutions intended to be moved at the meeting, and
o, circulate to members - any statement w.r.t. matters referred to in proposed resolution

PUSC > 5L
) — -

No

1/10th
of VP

. Incase of any other requisition - Not less than 2 weeks before meeting

Along with requisition, deposit a sum reasonably sufficient fo meet company's expense

Note: If after the requisition requiring notice is deposited at the RO and AGM is called on a date

“ithin 6 weeks after deposit thereof - It shall be deemed to have been properly deposited.

| : W & . .
T:erg an application is made to CG by the company or aggrieved person, and CG declares that rights in
'S section are being abused to secure needless publicity for defamatory matter - The company shall

not .
b bound to circulate any statement u/ss (1)(b)

Note - Cost of such application to C6 - C6 may order requisitionists to pay such cost.

4
- Defqyys _
Uit~ Co and OTp - Penalty of Rs. 25,000.

—lg!

te: i
& Two op more copies shall be signed by all requisitionist and deposited at RO.
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rJ

(p%]

1

s in Meetings JEIZRE17)
Section 112: Representation of President and Governor

 isx
Section 114 Ordinary and Specig| Resolutions @@f@r o
+ A resolution shall be qn OR if: [ &

et O £ 5 otes in
natice has been duly given qnd ' ];

_ a company, may apme:
rof a State whois @ member of PRy, sy Ppuamu :
The Presiden of India or the Governo s

thorised rp.pr"e')v.ntrm.,,p_}
to oct as hig 1tative at any meeting of the company (au
'@ 0ct as his representative g

entitled to exercige the
Such representative shall be deemed to be a member and shall be fis Pt o ¢ Same Pigh
o - llat, as the Preside ove |
and powers Including the right to vote by proxy and postal ballo "ﬂm-{w_
exercise as a member of the company.

Note: AR jhts as member i.e., even AR can appoint proxy and vote in pogtq ballgy
oTe: AR enjoys same rig £,

|

Section 113: Representation of body corporates ﬁc@

A body corporate may:

If member of g compnm_f“_An:lﬁo-rfs-e;-by_B;:D resolution, any person to act as its répresent
O _ At GhY meeﬂng Of The CompanY [GMS]

If Creditor op ‘
debenture holder - At any meeting of the credltc"'s'

——— _‘___h—_‘-'_—_"“"----...

Such person shall be deemed to be a member and shall be en’ri_ﬂed to ex
powers, including the right to vote by proxy and postal ballot in the sa
exercise if it were an individugl member, creditor or DH,

ercise the sqme Fights o,
me manner as thqt BC ¢y

Example: Evaluate whether quorum is satisfied:
A Ltd is a company having 1,200 members. Evaluate whether quorum is mef on presence of following
— 19 1,c% members. Evaluaf

Type of person

__ Includein Quorym>
ﬁ_._._B and ¢ - Shareholders of A Ltd

D and E - Joint shareholders of 200 equity shares
———————— —0%Cers ot <00 equity

‘ ——
F.Gand H - psH (business of GM does not affect them) 5—:_______

X ;:md Tf_- Br;x_i'e; _r;pr'e.sen‘ring_é'l shareholders together, | — ) 3
P- Represen‘r_ajiﬁe omar - —_l_—__ -

Q- Represem_q_‘riv_e_ﬁfga*;;; — s i —
Ec - Represepfutive_of_ B_C-__—_ﬂ_- o _'Eﬁ_whl'x____ o §
M - Representgtiveﬁac_:i ur':dBC; -—_—____-__‘____-—_H_—L_H—__‘—————

Total members c;;n_jéd}@u;\:_i_ s q -
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5 u:.l‘

L

_ ; .{, 7, ’”r.t'-.
Iuﬂon shﬂ” be a SR when [T ¥ e )
L ¢ intention 1o propose the resolution as a SR has been duly specified in the notice calling the GM
o ther intimation given to the members of the resolution;
e notice required under this Act has been duly given; and

¢ votes cast in favor (show of hands, poll or e-voting), by entitled members (in person or proxy
I ol' posf“' ballot) is not less than 3x number of votes, if any, cast against such resolution.

e ————— . = = ——————————

gt darity check:
1 whether 2 or more resolutions can be moved together at the same time ina G
" pothing illegal with the same. Except in case of resolution to appoint directors (Sec 162 requires

one resolution for each director)

~y AtaGM, 40 members are present, 20 votes in favor, 5 voted against. 5 votes were invalid and
10 members abstained from voting. Is SR passed? - Yes. Abstentions or invalid votes, if any, are

~ " pot to be taken into  account.

AR

M? - Yes, there is

5Sciuo: Romowd tAditer

Resolutions Requiring Special Nofice JE K AR IR NN S

W_s_ﬁecial notice is required for any resolution (by any prov_i;m of Act or AoA) L

notice of intention to move such resolution to be given by such members as may be_prj_eSC_r‘fbed o

and comp&rishull give its members noﬁ_ce of the _r'zsolu’rion in prescribed manner.

peCid ' e 7

SN shall be signed (individually/collectively) and given by such number of m—er_ﬂb;sh_qdii_g:___ -
o not less than 1% of total VP or I

r'ﬁ‘)‘iﬂ“h“:" Syedet c MAombund
At ckvPer Wd?ﬁ —

PSR . . g (A : =
2 Time p_ermcfro'f sending notice - Notice fo be sent to company not earlier than 3 months but at least

" b, holding shares on which not less than Rs. 5 lakh is paid up on the date of the notice. -

14 days before date of meeting, exclusive of day on which the notice is given and day of meeting.

3m 14 days Date of
77777 77777777207272777 1 meeting

—

e

— N s
_Um_ ediately on receipt of notice - Company to give notice to its f members of the resolution - At least

r-—.?;‘“_i’_‘_bff?rf meefing (_e_:fclusive. of date of dispatch cﬂ'ld_"_d__ay of rﬁe‘ring)

-

.~ Where it is not practicable to give notice u/ss (3) in same manner as notice of &M - Publish notice in

| "ewspaper (english/vernacular) and post it on the websi te of company. -

...

—
5 —— I
.y

The notice shall be published af least 7 days before the ! meeting, exclusive of the day of publication

—————

jﬁlﬂi’_\_ﬂjig_und day of the meeting. o

—
——
—_— —— e e S
——— e ————— = -
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As per Companies Act, special notice is required in following cases:

Section

Provision
140(4)  Appointment of auditor other than retiring auditor
140(4) Retiring auditor shall not be reappointed
169(2) Removal of director
169(2)

Appointment of another person as director in place of remove directop

Section 116: Resolutions passed at adjourned meeting

Where a resolution is passed at an adjourned meeting of company, shareholders or Bopy - Tt gh

al 8
treated as having been passed on the date on which it was in fact passed, and shall not be deey,, ,
24 1.
have been passed on any earlier date. '

Example: EGM dated - 23rd Sept. Quorum absent. Adjourned - 30th Sept. Two resolutigns

Passeq
ad journed meeting. Effective date of resolution = 30th Sept. (and not 23rd sept)

: N
Section 117: Resolutions and Agreements to be Filed (@,

A copy of following resolution or agreement along with ES u/s 102 (if any) shall be filed with g, - i
Form MGT-14 within 30 days of passing or making thereof:

Special Resolution agreed to by agreement executed by co. related to appointmens
Resolution all the members re-appointment or variation of terms of Mp
Board resolutions or agreements which have resolution to be wound up vc-:iuri‘rm-,
resolutions  been agreed to by any class of members (as per IBC)
resolutions passed u/s 179 (3)* any other resolution or agreement

'_;_Nigrsoﬂhall be entitled uf_s_399;r_o InSpE_CT copi_e_s_ofresolution u.(s__I_?9(3)._ o |
Moreover, this clause is N.A. to resolution passed to grant loans, etc. u/s 179(3)(f) in ordinary course
of business (OCOB) by a banking company, NBFC or HFC.

Where such resolution or agreement has effect of altering AoA, annex such resolution/agreement t:

3. In case of failure to make such filing with -RoC, ﬁ;;al'ry: -

Company Rs. 10,000 + Rs. 100/day after first 'Max - Rs. 2 lakh
QID _Rs. 10,000 + Rs. 100/day after first ' Max - Rs. 50 000

I

Management and Administration
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roceedings of GM, Board Meeting and Resolutions passed by Postal Iy

=18: Minutes of P
,|gn9d and kep?

shOH cause the minutes of the pr‘O(r‘equg of the following to be p,.ppr,rpd
¢ minute books (with pages consecutively numbered) within 30 days of conclusion thereof:

oM of any class of SH or creditors
hoard meetings or meetings of any committee thereof
~esolutions passed by postal ballot.

inutes:
:\,_cpﬂrf Th.‘?——mln e

Minutes shall contain fair and correct summary of the proceedings.
Every company shall observe secretarial standard issued by ICST.
pwmments made at any meetings shall be included in minutes.

In case of meeting of BoD or committee thereof, the minutes shall also include:

Names of directors present where a resolution is passed, the names of dissenting dir.
p - The following matters shall not be included in the minutes which, in opinion of Chairman, 1s: (7> PID
= reasonably be regarded as irrelevant or immaterial to detrimental to interest
defamatory of any person proceedings of company

[ . Chmrmun \ shall exercise obsolu‘re discretion w.r. 1. inclusion or axclusmn of any matter.
BB Mmu‘l‘es shall be evidence of The proceedings recorded therein.
. Where minutes are prepared and kept, until the contrary is proved, it shall be deemed that:

a. Meeting has been duly called and held.

b Proceedings have duly Tuken place and r‘esﬁﬂons duly passed

¢ All appointments of director, KMP, efc. are valrd B -
A company cannot, at |’rs cost, adverhse e any report of ¢ of Gh\ unfess it fully |ncludes all par‘hculars

_ that are legally requ:r'e.d in 'rhe minutes of that meeting. i ——

t Mmu‘re Book; - -

. Distinct minute books shall be rnamTame.d for each 'rype of mee‘rmg GM creditors meet BM, etc.
Note - Resoln. by postal baI[o’r shall be recorded in minute of GM in whlch itis deemed to be passed

2. Minute of proceeding to be entered into such book within 30 days of conclusion of meeting.

include the following in the minute books wi‘rHin 30 days:

In case of resolution by postal ballot,
summary of scrutinizer's report

resolution proposed result of voting

Management and Administration
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Sighature in minute book:

Each page of minute book - Initialed or signed.
Last page of the record of procezdmg shall be dated and signed by:

-

Minutes of proceedings of Signed by:
BoD or committee meeting | By chairman of said meeting or chairman of next succ“di
General Meeting | By chairman of same meeting wafhm 30 days

Resolution pﬂSSEd by posTcI By chairman of the 30D W'ﬂ’"" 30 days

| In event of death or inability of CM-a durecfor- dul
by The_BoD =

_ballot In evenf of there e being no CM or death or inab
3 u ) | director duly authorized by the BoD
F‘r*eser-v 4 L’E‘EEE_MI mur;ute books:
= | General Meeting BoD or cor
| Ke.p'r at RO er-such-placeas-Bob-may-decide RO or such place as BoD i
__Preserve | Permanently Permanently
__Custody | €S or director duly authorized by BoD | CS or director duly c

_ Punishment:

Default under this section - Company - Rs. 25,000 and OID - Rs. 5,000

- Person found quilty of tampering with minutes - Jail upto 2 years AND Fine -

A
Chenge v Deg ey M e

~ Sec B cos. (in compliance with Sec 92 and 137) are exempt from Sec 118 excep
. They must record minutes within 30 days and
- may confirm such minutes by circulation (if AoA so provides)

2 On request to the company and on payment of fees as specified in AoA (i "
| mlnufcs to be furnished to member within 7 workinggays -

_ Minute books of proceeding of any GM, BoB-meeting or of resolution by postal
a. kept at RO of the company

Section 119: Inspection of minute

_books of 6M: 2N

__ b._open to inspection by any member, without any charge, during business ha
reasonable restriction by AoA or in GM. However, not < 2 hours in each

____ for inspection.

"A member who has requested for soft copy of minutes of a
' preceding 3 FY shall be entitled to be furnished, with the

-
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sion iS refused or copy of minutes is not furnished. Penalty:
(fimSPe" . 25,000 ; OID - Rs. 5,000

comp"

J

of <uch refusal or default, Tribunal may, by order:
‘  case o ‘mmediate inspection of the minute-books or
. dir€

et that the copy required shall forthwith be sent to person requiring it.
I

/'n'mgmber‘ authorize his friend to inspect minute book on his behalf by signing_o'power of
ority? = No, sec 119 does not P"o"’ide_fPLﬂU_'f_horlzing anyone else to inspect the minute book.

ithe

g

=,

€

ion 120: Maintenance and Inspection of Documents in Electronic Form:

h- document, record, registers or minutes required to be kept or allowed to be inspected under this

. AcT haY bé kepffinspected_i_n e-form in prescribed manner.

A | o

Every listed company or a company having >= 1000 SH, DH _‘3“3-1 other security holders, shat may
" maintain its records under this Act in e-form.

ﬂb. cSor any other director or of ficer as BoD pﬁc;_ydecéde_shal_[ bE__responséble f;r such e-records.
Records in e-form shall be available for inspection in e-form (on payment not > Rs. 10/page)

Rule 27 and 28 a;per IC’AI Modﬁic has nbt _bg_e;ﬁ ful}y_f’nch_fc_fgd here due to limited rélevance.

' Section 121: Report on AGM: _‘@—f@,— [:"Tc RBe Chiven Ofrjy' G‘; US ted C-:m{?n:a_

Every listed public company shall prepare a report on each AGM including confirmation that the m_ee.‘r_ir_l_g
wes called, held and conducted as per this Act .

£ uch report shall be filed L\EE Registrar within 30 days of conclusion 9f_Aé_M in Form MGT-15.

—

* Fiure 1o file such report with RoC - Penalty: -
B ;‘PWW;_RE_I_'CIEILRS 500/day after the first subject to maximum Rs. 5 lakh _
: _.J?_‘j}_lg[[e_sfm Rs. 25,000 + Rs. 500/day after the first subject to maximum Rs. 1 lakh

g

o R e :
B“*—-%EE’L"_':'fﬁ_l_z_l_ﬂS_haH be in addition to minutes of GM

-2 R ===

1 ““*—-:EOL'I__ShuII be si ned & dated by CM and CS.

| of inability of CM - Sign by 2 directors (IMD, if any) and CS
e

~— - ER— =

Management and Administration
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c. Report shall contain following details: :i BOLD MC_QJ

day, date. hour and venue of confirmation w.r.t. appt. of 0. of
AGM (Details) Chairman of AGM ' M"-"‘-her.l
AG s
)
confirmation of confirmation w.r.t compliance of the Act and Ryles Secres
Quorum there under w.r.t. COI’IdUCTing AGM Qrig| ¢

, t
- (an} ’ Mg,

Business transacted and particulars w.r.t any Adjournment any o
Uthe
result thereof postponement of meeting, change in vengye ner rels,,
Points
Section 122: Applicability of this chapter to OPC: (F-'
Provision of Sec 98 and 100 to 111 shall not apply te OPC.
- ~ Manner of passing resolution in case of OPC:
_ Any business at AGM or EGM _Business at Bop rr.eeﬁ_ﬂ'g _
(Any business to be transacted at AGM or EGM | Where there " R

is only 1 directop in BoD of 0p

e transacted ot BoD Meeting
resolution is communicated by emer to|be sufficient if, in case of Ope:

Een
ORor SR,.i'r shall bg_sqfﬁcienf if, in case of oPc: _ business to b '

1T ghal

company, - _ |+ the resolution by such director je entersq ,»
en‘_rered_in nlin_uTa_s:buEliu/s 118,_ | minufe book u/s 118 and
signed and dated by member and |+

Signed and dated by such director gng
_sEch date = deemed to be the date of &y
meeting for all the purposes under this 4=

*_such date shall be diemgé ﬁé_lz}_na the dié_q%_ .
meefing for all the purposes under this Act

Provision Violated

Default in compliance with any provision ‘ | Fine up to Rs. 5,000 ——
Continuing contravention | Additional fine up to Rs. 500 per day after frs
Default by the cor_nEny,_m‘_ﬁcers, ete. - ' Fine up to Rs. 5,000

"The harder you work the luckier you get; the

luckier you get, the harder you work"

Management and Administration
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. T ————————s e
‘@ Chapter 8 GaslasrGticn ana Fayisient of

48 g Dividend

Summary of Sections

: 5;: : il Section Name | Sec. Section Name
i 123 " peclaration and Payment of Dividend 126 IRvghT of Dividend, Rights Shares and
l 124 .. Unpaid Dividend Account Bonus Shares to be held in Abeyance
: 125 Investor Education and Protection pending registration of transfer of shares
!' Fund (IEPF) 127 | Punishment for Failure to Distribute
1 - _ | |Dividends within 30 Days
Drwd&ﬂd [2{35)] i _ ' Dividend includes any interim dividend o
Basics of dividend:

It is a distribution of profits.
| -- Final dividend is declared & approved by SH (by OR at AGM) on recommendation of Boar'd
3 _ The rate of leldend declared by SH shall not exceed the amount recommended by | BOD.

| rwdend % is a proportion of nominal value / face value (unless AoA provides PUSC - Refer sec 51)

Bl (lassification of Dividend: - _ '

In'renm Dlwden_d vs, F anl D"’_'_d_?:ﬂd__ - - - . B
B Pcr'hculars Inferlm Duvnde.nd | Fmaf Diwdend

Announcement Announced and c{eclared by SH BOD at any| Recommended i by BoD al cmd

N the AGM. - '. A@_@_gf the company |
_ Source - Surplus in P&Lor “'“.. CY profits |
(adequate oy profit (till preceding quarter) |- Prior years undistributed
proﬁf) - f_:f'te'f‘mﬂ N B profit (P&L or fr'e.e. re.ser've)

In case of loss | Mux interim dividend - Avemga rate of dividend I Rule 3 shall be applnccble.

L declared inlast 3 FYs. . :
Revocation Ccm be revoked with consent of ALL Once, declared by SH 11' cannof

Shareho!der‘S. | be revoked.

——

Declaration and Payment of Dividend
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Dividend on Preference share vs Equity Shares

Type of Share Dividend Characteristics
Cumulative Preference Unpaid dividend accumulates.
Shares Arrears paid from future profits.
No equity dividend until pref. arrears fully paid.
Non-Cumulative Ps i Dividend payablg.;n_i;‘ln year of proﬁt
(Default) ' No carry-forward i.e., right lapses if not declared.
Equity Shares Dividend rate varies as per policy & available proﬁ?s Gf*ef‘ pOYlhg PSH

Section 123: Dgc!qpoﬁon of Dividend EKDF(@J’@J@VWC@,WF%@&@*@
Si’&‘&gf_ﬁm@\'jd_zﬂd_: Dividend shall be declared or paid by a company for any FY out of;

Profits for that FY Undistributed profits of any Both Money provideq by ¢,
(current) arrived at previous FYs after providing for [current / SG for payment
after providing for dep. as per Sch IT +prior  dividend as per QUarante,
depreciation (Sch IT) (i.e., surplus in P&L & free reserves) profits] given by the Goys -

Note: While calculating profits, exclude:
unrealised gains, notional gains, or revaluation of assets, and

uny_chque__i.n carrying amount of an asset/liability on measurement at fair value.

Transfer to reserves: A company MAY, before declaration of dividend in any FY, transfer such %
its profits for that FY as it may consider appropriate to reserves of the company.

Concép_fuul CFurig_aéa{:— ”

1. Can capital reserve be used for payment of dividend? - No! Only free reserves can be used

2. Carried over PY losses and depreciation not provided in PY has to be set off against CY profits
before declaration of dividend.

3. Capital profits are not earned in normal course of business. Hence, N.A. for distribution.

4. Is it okay if a company decides not to transfer any amount to reserves before dividend? - Yes
Whether or not to transfer and what % to be trf to reserve is left to discretion of company.

Depreciation shall be provided in accordance with Sch IT

Source of interim dividend:
Board may declare interim dividend during any FY or at any time from closure of FY till AGM out of
Surplus in the P&L account or

«  Profits of the FY for which such interim dividend is sought to be declared, or
Profits generated in the FY till the quarter preceding date of declaration of interim dividend

Declaration and Payment of Dividend
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MM“—Joss in current FY:
i
! the company has incurred loss during the current FY up to the end of quarter immediately

n €0
E ng The dﬂ.?e Of dEC'CIl"B.Tron Of |n1€rlm dpwdEnd such interim led(’ﬂd Shﬂ“ not be ffPCIGr"d ata

¢
iﬁ (ceeding average dividends declared by company during immediately preceding 3 FYs

ppﬂr —imit for % of interim dividend in case if there is profit in current FY. The above limit is
only I oo of Yost

=)

e 3 Final dividend in case of inadequacy or absence of profit: A [Only fir Find Afurde
rn the event of inadequacy or absence of profits in any year, company may declare dividend out of free
orves subject to the fulfilment of the following 3 conditions:

nate shall not exceed  Total amount drawn from accumulated profits <= Balance in reserves
average of dividend 1/10th of [PUSC + FR] as per latest audited FS ofter such withdrawal
of 3 immediately Such amount drawn shall first be utilised to set ot ¢ 15% of PUSC as
preceding i of f losses of current FY per latest audited FS
* This s_ub—rule shall not apply if a company has not declared any dividend in each of 3 precedmg FY
"G 35w 2 @ A1 stk D ki

~ Note: Rule 3 conditions are not applicable to 100% Government companies.
' 5,:vid_e,n_d__§h_gll be deposited in separate a/c with scheduled bank within 5 days from declaration.

Dividend shal be paid by a company only to the: 4@
 Registered shareholder of such share or
to his 0 o-rder or
to his bdnker ond

Dividend shuII only be pmd in cash (i.e., not in kmd}
[However, it does not prah|b|'r CGpITOIISaTIOH of pr'ofl'rs or reserves for issuing fully paid-up bonus

shares or paying up unpaid amount on  partly paid up shares]

In case of !‘Idhrs r.my_ dnjd&d_pd_ydgle_m_ca;h may be cr'edi'red to accddh’r of rmzrnber—iﬂE not claimed_
w.thm 30 days of declumhan —— L e N

Conceptual Clarity Check:
us shares in lieu of dividend - No. Dividend can only be paid in cash.

Can a company issue bon
Absolutely Yes. Cash doesn't mean hard cash. It means -

Can a company pay dividend via bank? -
=-__C_°§h, Chequz, dividend warrant or v_ic:_qny_ th_o:_r_'_ rlo_de. But not |[|_kmd.

b :
,q C”’"Pﬂny which fu||5 to comply with the provisions of sections 73 and 74 shall not, so long as such

f =
tailure ton‘rmues declare any dividend on its equity shares.

Declaration and Payment of Dividend
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. ividend to its members, >
Section 8 companies are prohibited from paying any dividen il
Record date: It is the date announced by the Board for dem: dmf shall be entitled +q 4
dividend. All persons whose name is included in RoM on record ¢ .

- G 0
Section 124: Unpaid Dividend Account L@f Q) 4D . -
poatf Inclegmak = — the dat ;
Where a dividend is declared byt r3f 'pc‘njd or claimed within 39. du;g:f:'. ——cte of deg
the company shall, within 7 days from the expiry of Th""' B ial ut::;trn; —
transfer the total unpaid or unclaimed amount of dividend fo a speci (with sch

bank) called the Unpaid Dividend_ﬁ_ﬁcoum (UDA)

4 Preparing of Smtémem o_f the Unp_a id Dividend

*  Within 90 days of transferring aﬁy ciﬁ?c-_un'r to the Unpaid Dividend Account
. prep&re a -s't'ufe.'merﬁ édnt:qir; ng-_The_?o_I lowi ng:
O Name  Last known dd’d_re_.s_s
; _cmd place it:on website and on any of|

1

Unpaid dividend amount
site and on any other website approved by CG for this purpose,

3. Poyment of Interest on defauit g
~ If default is made in Tmnsferring_ lhi total amount to UDA, company shall:
= Payinterest @12% P-a. from the date of such default

- Interest accruing on such amount shall ensure to benefit of members in proportion
———— — dccruing on such amount :
remaining unpaid to them.

4. Claimant shall apply to company concerned for payment of unpaid amount (prior to trf. to IE

5 T
r

er of unclaimed or unpaid q ount o Investor Education and P
If remains unpaid or unclaimed for 7

It shall be transferred by the compa
A prescribed statement containing d
_____.* Authority to issue receipt as eviden

i0
years from the date of such transfer
ny along with interest to the IEPF, and

etails of such transfep shall be sent to IEPF

ce of such transfer, ;
R R i
& Tronsferof shorestofepp T ———
A shores inespctof wichddand b et b pd e T oes —
I transferred by the company in the name of IEPF along with q Statement containing st
| Note: any claimant of shares transferred above shall be entitled to claim such shares fro
| isuch procedure and on submission of sych documents qg may be prescribed. hm-es ress
: ﬁx&\_ .
Sr— _E_HMEM - - — : _L e
| In case any dividend is paid or claimed for any year dare
Wy = CUring the said pepioc
| shares shll v b tronsferved 1o e, """"‘thtaid eriod
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.b_.l.‘

'? Fo "omng Gmoun

[R

Punlsh

pum”Y
maxP‘ nalty

1 |

nt for ConTruvenmn of this section:

'Rs. 1 lakh + Rs. 500/day after first
Rs. 10 lakh

Officer in default
Rs. 25 000 + Rs. 100/day
Rs. 2 lakh

Company

on 125: Investor Education and Protection Fund JE14RE 102
ead with TEPF Authority (Accounting, Audit, Transfer and Refund) Rules, 2016]

he C6 shall establish a Fund to be called TEPF,

t shnH ba credited to the Fund

Source of cre.dl'r

Categories_
“govt. Grants & Amount given by c6 by way of grants after due appropriation made by
~ gonations Parliament for being utilised for purposes of Fund.
j _ o3 -~ Donations given by C&, 56s, Cos. or any other institution for the Fund.
Tm:;fe?s from Amount lying in UDA TransferE/_E 124(5).' : _
" UDA or earlier Amount in General Revenue A/c of CG earlier
H.IEPFS o + Amount lying in old TEPF u/s 205C of the 1956 Act.
i Ir;c-;_me-_& InTerest or other income r_ecewed fra;n_u{;e;‘rmems made from the Fund .
" Recoveries Amount received u/s 38(4) through disgorgement or dlsposal of securities
#:._______ - seized from persons convicted for personation in acquisition of securities.
] Shares - 90( ) | Shares held by IEPFA u/s 90(9) and all resultant benefits arising therefrom.
_ Unclaimed / |+ Application money for allotment of securities, due for refund. (>= 7 yrs)
_ Unpaid Amounts l Matured deposits ( (other than banking Cos.) [>= 7 yrs]

Ma‘tured debentures [>= 7 yrs]

Interest accrued on above amfs -
Sale pmceeds of fr'c:c*rmnal shar'es from issue of bonus shares or merger or

—
S —

| amalgamation remaining unc uncla:mad for»= 7 yrs.
~ Redemption amount of PS remaining unpcud or unclaimed for »= 7 yrs.

' from Companies | °
L

= [ Any other amount as may be prescribed. - -
b __ ) - Summary da summary
. Grantsand Amount of 0Old IEPF or General Interest or Disgorged u/s
donation UDA Revenue a/c other income 38(4)
Application Deposit or sale proceeds of Redemption Shares held by
Money debenture + Intt. fractional shares of PS IEPFA u/s 90(9) +
L 027 years) (>7 yrs) (»=7 yrs) (=7 yrs) Benefits thereon

Declaration and Payment of Dividend
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a

Note: Where amount had been transferred from old IEPF (1956 Act) to new TEPF (2013 Act), clai
(SH, etc.) shall be entitled to claim refund from the new IEPF.

The Fund shall be utilised f

the refund n respect of unclaimed dividends, matured deposits, matured debem_

or.

Ureﬁ
application money due for refund and interest thereon K
Promotion of investors’ education, awareness and protection;
distribution of any disgorged amount among eligible and identifiable applicants for sh
. - qrﬁo

debentures, shareholders, debenture-holders or depositors who suffered losses 4,
actions by any person, as per the orders made by Court which had ordered dESQOrggmem;
reimbursement of legal expenses incurred in pursuing class action suits u/s 37 and 245 by
debenture holders, or depositors as may be sanctioned by the Tribunal: and

any other purpose incidental thereto, in accordance with such rules as may be prescripey.

Any person claiming to be entitled to such amount may apply to TEPFA for payment thereof.

IEPF Autherity (as per Rules)
IEPF authority is responsible for administration and maintenance of records of IEPF.
IEPFA shall be constituted by CG consisting of:

Chairperson CEO Members not > 7

[Ex-officio - Secretary, MCA] (appointed by CG) (including CP and CEQ)

C& may provide to IEPFA such offices, officers, employees, etc. - as prescribed.

IEPFA shall administer the Fund and maintain separate accounts and other relevant records in

w.r.t. Fund in prescribed form after consultation with C&AG of India.

It shall be competent for IEPFA to spehd money out of Fund for carrying out the objects of IEFF.
Accounts of the Fund shall be audited by the C&AG of India (at specified intervals). Audited

accounts + audit report to be for'war'dé.d"ciﬁr;u-ally by IEPFA to the CG.

Annual Report:

a
b.
c
d

IEPFA to prepare its annual report (each FY)

Giving full account of its activities dubing the FY and

Forward a copy thereof to the CG and

CG shall cause annual report + audit report to be laid before each House of Parliament

Declaration and Payment of Dividend

the

Gp

anq

membeps.

m!‘]m.
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this Act,
re any instrument of transfer of shares has been delivered to company for registration and

whe
such transfer has not been registered by the company,
¢ych company shall (Unfud Dividenl N Lo i
Tmnsfer' the dWldEﬂd w.r.t. such shares to UD,"( account in rg|0f|'onll1_’c;lsuch shares, keep

(unless the company is authorised, in writing, by in abewfngg any offer of right
registered holder to pay such dividend to transferee i shares u/s 62(1)(a) or issue of
specified in instrument) fully paid up bonus shares

Setion 127: Punishment for failure to distribute dividends J 1 53E 6 % o T 1 1 19
Where @ dividend has been declared

gyt, within 30 days of such declaration, it has not been paid or warrant has not been posted, o

entitled shareholder,
umshmenf shaH be

Ever'y Director who is knowmgiy a pur'Ty to defuul‘r Company
Impmsonmzm Ex‘rend to 2 years AND 'NA _—
Fine >= Rs. 4 OOO ) per day if defculf conhnues Simple Interest 18% p.a.

_-Coﬁpaa;s duty ends on posting dividend warrant within 30 daféfd?wfn?é;eim—by shareholder
doesn't attract penalty.

_ Prc-wded ‘rhaf no qffgnce under this section shn_H b_e deemed to have been committed where:

‘o the dividend could H;T_b; paid by reason of the operation of any law. LADDO
b. SH has given directions to company regarding payment of dividend und 'rhose directions cannot be

~ complied with and the same has been communicated to him

(3 conditions - Given directions + cannot comply + cornrnumca’re)

¢. thereisa dISpI.ITE regarding right to receive the dividend;

_ 0. the dividend has been lawfully adjusted by the company against any sum due from shareholder;

[for example - adjustment of calls in arrears), or
¢ for any other reason, the failure to pay the dwldend or to post the warrant within the period

under this section was not due to default on part of company.

fication for Nidhi Company (w.r.t, Sec 127):
In case of Nighi Co., where dividend payable is <= Rs 100, it shall be sufficient compliance of sec 127 if:
declaration of dividend is announced in local language in one local newspaper of wide circulation,
dnnouncement is also displayed on the notice board of the Nidhi for at least 3 months.

Declaration and Payment of Dividend
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Chlo R ;’(‘-’é;“dr_

Dividend Timeline:

- 30 days = 7 years
- 0 days 7days  90days |

- " ik
-
B

—

! | 18% | : 2%y v -

Declred Deposit Pay dividend ~ Transfer Statement
dividend amount  amount to unpaid or of unpaid 8
in separate shareholder  unclaimed dividend = 3
bank Alc ~amt-"UDA"  website  dividenc

"You can either have excuses or a o
CA degree, not both"
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‘ﬁ Accounts of Companies

Summary of Forms

Section Purpose
Financial Statements / Disclosures
129 Statement containing salient features of subsidiary/
~associate/JV FS to be attached
02 134 Disclosure of related party transactions approved u/s 188 (1)
W00-3/A0C-3A (Ind AS) 136  Statement of salient features of FS sent to members of
listed companies

porm NO.

E 20C-4 137 Fnlmg of stand-alone FS with RoC
: 20C-4 CFS 137 | Filing of consolidated FS |
- 40c-4 NBFC (Ind AS) 137 |Filing of stand-alone FS by NBFC complying with Ind AS |
" 40C-4CFSNBFC (Ind AS) 137 | Filing of cnnsohda‘red FS by NBFC complying with Ind AS
" AOC4XBRL - 137 Mandatory XBRL ﬁhng for listed/large/Ind AS entities
ol Books of Account
A0C-5 - 128 NoTlce to RoC for uddrgs;—o-ﬁ:l-uce (oTher ‘rhan RO) wher'e.
| |booksofaccountarekept
o Corpomfe social responsibility -
£5R-1 135 Registration of implementing agency (Sec'rlon 8 company /
| | trust / society)
=X " 135 | Annual CSR report filed as addendum fo AOC-4 series
| Tribunal/Authority
NCLT-1 113 | A;[;IETT;E ?r:ib_un_al for revision of FS or Board reporf
WFRA-1 132  Intimation to NFRA of auditor details by body corporcrre.
| (nfher than company] -
NFRA-2 - ___ 132 | | Annual Return to be filed by : spec:ﬁed auditor Wlfh NFRA
U e Section Name Sec. | Section Name
128 {Books of Account, etc. | 133 | 6 to Prescribe AS _
129 | Financial Statement | 134 | Financial Statement, Board's Report, etc, -.
'294 | Periodical Financial Results 135 | Corporate Social Responsibility (CSR) |
130 Re*Openlng of Accounts on Court's or 136 |Right of Members to Copies of Audited
I Tribunal's Orders Financial Statement |
121 | Volunmpy Revision of FS or Board's Report | 137 | Copy of FS to be Filed with Registrar |
'Cﬂnsh'ru'non of NFRA 138 | Internal Audit '

Accounts of Companies
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“Books of account”: includes records maintained in respect of:
sums of money received sales and assets and items of cost
and expended purchase liabilities u/s 148

e —

"Bock and Paper” and "Book or Paper”: Includes: l"_@ﬁﬂ"ﬂ\'ﬁlj

Books of Accounts Deeds  Voucher Writings Documents Minutes Reg
"ists,,

maintained on paper or in electronic form;

Financial statement": As discussed in Chapter 1.

Section 128: Books of account and other relevant documents to be kept by company:

1. Company to prepare BoA: '031417-@@‘
EW’J‘Y company shall prepare and keep BOA and FS at its RO every FY -®

giving a true and fair view of state of the affairs

of the company, including that of its branch office, and

explaining all such transactions and

such books shall be kept on accrual basis and as pe.r' the double entry system of accounting

Note: Such BOA may be kept at _su;_h_other place in India as BoD rr_jay decide. Inform RoC within7 &,
of such decision by filing a notice in writing (AOC-5) giving full address of such place. -

Books in e-mode: -
Companies may ke keep books in e-moc rnode in pr‘zscrlbed manner.

Rule 3: Manner of maintaining books in e-form: _h\
It shall remain accessible in India at all times soas tot be usable for subsequent reference.

Features of accounting software: |

Every co. using accounting software for BOA shu!i use such soffware which has these featurs
recording audit trail of  ensures that audit trail creating an edit log of each cheré®
every fransaction and cannot be disabled, and made with date of such changés

BoA shall be retained completely in original format & info. shall remain comple‘re &unal‘rer‘e
Info. received from branch shall not be altered and must depfcf what was originally receivet
E-record should be capable of being dlspluyed in legible form. -

There shall be proper system for storage, retrleval display or pnn‘rouf of the e- rgcor‘dS
E-records shall not be disposed of or rendered unusable, unless permitted by law. e
Backup of such e-records shall be kept in servers physically located in India on daily basis:

Accounts of Companies
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o intimate the following to RoC on an annual basis at time of filing F5
. "T'Crne* pr010(_0| lacation whepp_ BOA are Mlﬂ?ﬂin'.d on
ldgr (SP) (IP} ﬂddress Of r}P of f)P" surh addr'.ss as prl’)‘.fld'.'»d l'fY r)p

ore SP 1 located outside India, name & address of person in control of BoA 11 India

rleud,

o company has branch of fice (India or outside India), it shall be deemed to have complied with

BoA, if:

OA relating to transactions effected at branch office are kept at that of fice
as u/ss (1)

n.rlllf-'"“‘s of
rme'

¥ Propcl" B

roper summarimd returns periodically are sent to company at its RO or other place

te: , )
e guch BoA can be maintained at branch even if such branch is outside India

1] 2
such summarized returns for BoA kept outside India shall be sent to RO at quarterly inter
which shall be kept & maintained at RO & kept open to directors for inspection.

vals,

for inspection for directors only:

3 BOAopen .
" 'BOA maintained - open for inspection at RO or other place in India
" within India ' by any members director
i | during business hours - _
" BOA maintained - Director shall furnish request to compo_ny é.e:T‘r.in-g out full details of the
" outside India financial info. sought and period for which it is sought.

'« Company shall produce such info. %o director within 15 days of date of
} receipt of the written request.
| . Such info shall be sought for by the director himself and not by or

——

| | through his power of attorney holder or agent or representative.

by a Board resolution.

1 e —
Inspection of BoA of any subsy company shall be done by person authorised

<

L4 Where inspection is done, of ficers & employees of company to give all assistance to such director.

5.1 ¢ :
% | BOA 10 be kept in good order:
| BOA (together with vouchers relevant for entries) pertaining o the period:

L' not less than 8 FY immediately preceding a FY, or
" where company had been in existence for <8 yrs, w.r.t. all preceding years

b Shall be kept in good order.

Note - 1¢ : _
- Note - Tf investigation ordered - C6 may direct that BoA may be kept for longer period.

Accounts of Companies
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6. In - 7 s
case of contravention of such provision, following shall be responsible:

MD WTD in charge CFO Any other person of company
of finance charged by BoD with such duty
for a fine which shall not be less than Rs. 50,000 which may extend up to Rs. 5 lakh
NOTG This section majorly talks about books of accounts and books and paper. Although, F§ ie rs
In the first sub-section, but details of FS is discussed in Sec 129 below. S

Section 129: Financial Statement c@r - e T

1_._ = “inancial statement nt shall:
_________ givea true and fair view of ?0;71_11")‘ with the AS $hall be in Folti ae <
RS State qf affmr_s-_of the co notified u/s 133, ﬂ"d prescribed L SCh III

*  Section 129(1) shall NLA. to insurance, banking, eleéfricify and company formed ‘ed under spec; -.
= If matters not required to be disclosed by the Act governing such company (e.g. Insumncg
IRDA, Banking Regulation Act, etc.), is not disclosed (because not re.qmred by governing Act)
shall still be considered to be giving true and fair view. |

2. BoD shall lay the FS for the FY in every AGM.

3. Consolidated FS (CFS):
Where a company has one or more subsidiaries, it shall prepare CFS (in addition to FS) in
prescribed and it shall be laid in the AGM along with FS.

Note: Company shall also attach along with its FS, a separate statement containing the salient featy
of FS of its subsidiary, associates or JV in e-Form AOC - 1.

Rule 6: Manner of Consolidation _A

+  CFS shall be made as per the provisions of Sch III + Applicable AS (AS/Ind AS) _

= However, if a company is not required to prepare CFS under the AS, it shall be Sufﬁcttm‘

: complies with Sch ITI for consolidation. 3

| = A company need not prepare CFS if all three conditions below are satisfied:

i. it is wholly/partially owned subsidiary of another company and
- all its other members hcwing been mimm in wriﬁ'_ '

» do not object to the company
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licable 10 preparation, adopti
25 0PP option and audit of FS of holding company shall mutatis mutandis,

The CFS.

jons
v
@p"/
g w’h‘ﬂ Fs do not comply with AS, company shall disclose in its F5:
fion from AS reasons for deviation I
financial ef fects, if any, of suc

]
L~ gevid

t
own or on appl m m w
,on its pplication by cos, exempt any class of companies from co plying W!

h deviation
ith this

g
k” |f it is considered necessary in public interest.
If comPﬂ con‘rmventmn this section, following shall be responsible:
MD WTDin charge CFO Any other person of company

of finance charged by BoD with such duty

or in n absence of any officer mentioned above, all directors
BOTH

b
ith - Jail up to 1 year or fine Rs. 50,000 fo Rs. 5 lakhs or

|
wh;ishﬂble wi
‘,..r-“’"'—._'_'_—__
ed companies (as may be prascrlbed) 1'0 corn
+o obtain approval of BoD & complete

ply wn‘rh 'rhz folrawing' N

" o6 may requure su:h unliste:
ﬁle. copy with RoC within _

pl'qﬂ“ financial results
on such periodical basis audit/limited review of such resultsin 30 days of completions
L.,"d in prescribed form:  prescribed manner: ~ of relevant period + fees.
¥ Accounts on Co o g A rsvers el
op 0 0 0 0 0 D Orae @' l'\]-f-’—‘-h{? a'e':-sﬂ'fl'j

unless:

its BOA and not recast its FS

regard is made by:

-open it
odv Person concerned

A company shall not re-

An application 1o Court or Tribunal in this
es SEBI U Other sta statutory b¢ b

¢6 Income tax uufhoru'r:
And an order is " made by court or Tr:bunal to this effeCT thatt
vere prepared ina fr fmudulenf manner,of -

o the relevant earluer accounts were P
e mlsmanugad casting doub*\' on rellabthry of FS. -

L___________________
b, theaffairs of company %€
_and co_ns}der Their represemuﬁon,

s
| | Note: Court or Tf Tribuml shnll gwe nohca to ce 10 C6, ITA SEBI efe.

H_Lf#q_w__bzfom pus.ﬂng ordzrs o . =

2. | The accounts so r
riod e.ariiar than 8 FY |mmeci|_ately

b-...,_________________._._..——-—
ch u/ss (Mf_gn_lng of BOA rzla’rlng toape

| preceding current FY. .

N e -
ek W#@Lﬁ*‘“ s drecied 10
to be r'e-0p¢ned within suchwd SN I

Iwep B-O_J't__ff_r'_;i ycft_fs_ the BOA may be
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Section 131 - Voluntary Rewsuon of FS or Boards REPON (of ter Eourt Tribunal's dpproval). )

If it appears to directors of a company that: _

they may prepare revised FS or BoD report w.r.t. any of 3 preceding FY after approvq| of_Tr,-b
- 9Up, [

Approval of Tribunal:

* Application shall be made by the company in Form NCLT 1 within 14 days of BoD decis;,, -
Application shall contain following particulars:

FY or period to which such accounts relates

Name and details - MD, CFO, €S, Directors and ofﬁcers responsible for making BOMFS

Where accounts are audited - Name and details of auditor

Copy of board resolution

o e

Grounds for seeking such revision

. Disclose facts if majority of dir./auditor has change.d |mmedum‘ely before application,
Company to advertise application - At least 14 days before date of hearing.
Tribunal to give notice to CG & ITA and consider representation before passing any order.
Tribunal to issue notice to auditor of original FS and give OOBH.

~_Tribunal to pass appropriate orders as it may deem fit.

- A Ce_r'h’ﬁed copy of order passed by Tribunal shall be ﬁled wn*rh RoC within 30 days of rec€|pt -

Rewswn 0 FS m a € GM a 1'er' Tmbunal s q| r'ovol

*  Onreceipt of Tribunal's approval, call for a GMEd notice Ther‘eof to be published in 2) newspupe
- Insuch GM, revised FS, statement of directors and auditors shall be put up for consideration

B On approval in GM, file such revised FS + statement with RoC within 30 days

"N;g'fg: - - -
Such rewsed FS or report shall not be prepured or filed more e than once ina FY.
Cetailed reasens for such revision shall be disclosed in Boar‘d s report in fhe relevan'r FY

ALtd. applaed to the Tribunal in Dec 2026 for revision of FS ‘which was approved and revised. LGTE’ _
it applied again in Mar 2027 for revision of Board's Report - It is a valid application.

The restriction of "once in a FY” applies separately to each of FS and Board's Report.

Hence, one revision of FS and one revision of BoD | Report can n both be made in same year.

. How much can you alter FS or rengr’r of previous Fys? .

Where copies of previous FS or report have been sent out to members or delwzred to RoC o J“'d
GM, the revisions must be conﬁned to: : .

d
correction w.r.t. which previous FS/report do not comply with PPOVIsmns of : sec 129 or 134 a
+  the making of any necessary consequential al're.r'na'hon -

Accounts of Companies
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. w.r.t. auditor’ ' . :
e rules 'tor's and directors’ duties relating to revised FS or BoD report.

P2 - Consﬂfuflon of National Financial Reporting Authority X 4 B

FRA to provide f
Mcansf'fum N P or matters w.r.t. Accounting & Auditing Standards (A55).
_J,—-_’ ns OJ‘__NFRA NFRA shall:
.ﬂﬂ ﬁwkﬂ ecommendahon to CG on formulation of accounting and auditing policies and standards for
e udO tion by companies or their auditors,
""monu'rar and enforce compliance with such AAS in prescribed manner

b;___, versee quality © of service of the professionals associated with ensuring compliance with such AAS

L "and sugge_sf measures for improvement in quality of service.
| perform such other functions as may be prescribed.

Jes: NFRA shall exercise the following function: _ 3
~ Maintain fE_E‘ECE_Of auditors appointed in specified compamé a_ﬁd BCs.
’ﬂmend AAS for CC c6 approvul (NFRA to seek and consider ICAT's recommenduhon)

m.tor and enfor‘ce compluance with Such smndar'ds

Oversee quality quah'ry ty of audit services and suggest measures for lmprovemen’r

PPz
Promote awareness regard:ng compliance with such AAS
Co-operate with national & international audit re.gula‘ror's for ensurmg adherence to o standards.

Perform any incidental or related functions necessary for for carrying out the at above duties.

—

Constitution of NFRA: NFRA shall consist of: - - o o

Chairperson (CP): appointed by €6, having expertise in nccoun'rancy, audmng, ﬁnance or Iaw and -
upto 15 other members consisting of part-tfime & full-time members as prescribed.

————

_ Note:

L Each division of NFRA shall be presided over by CF ¢ CP or full-time member ci.lﬂwr:sed by CP.

2 There shall be an executive body of NFRA consisting o of CP & & full time members of NFRA for

__efficient discharge of its functions. R p— S

: Sﬁch chairperson and members shull B
. give declaration to C6 rcgurdmg not associate with any audit firm (or related
- Mo conflict of interest or lack of consultancy firm) during course of such appt + 2 years

~—____ indepedence after ceasing |

Accounts of Companies
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4

Following shall be appointed as part time members of NFRA:
Position Designation

MCA Representative Joint Secretary (ex-officio)
CAG of India Representative Accountant General or Principal Director (o.. offici i0)
RBI Representative Executive Director (ex-officio)
SERI Representative Executive Director (ex-officio)
President, ICAI Ex-of ficio
Chairperson, AS Board, ICAT | Ex-officio
Chairperson, AAS Board, ICAT Ex-officio
Two ex;;er'f_s__'_ S _Fronﬂl'r_bg_ﬁeid of accountancy, auditing, finance 4, i
Powers to investigate: The NFRA shall:
have power to investigate, either suo motu or on reference by CG into matters of Profesgi,
other misconducts under CA Act, 1949
Note: Where NFRA has initiated such investigation, no other institute shall initigs, o cor
any proceedings in such matter of misconduct.
*have same power as vested in civil court:
a.  Discovery and production of books and other docs at specified place & time;
©.  summoning and enforcing the attendance of persons and examining them on cath; and
c. inspection of any books, registers and other docs. at any place. |
d. issuing commissions for examination of witnesses or documents; | *_
where professional or o'rher misconduct is proved, hmre the power to make order for: _ 11
¢ | 4
Fine NFRA can dear ¢
) member/firm frer
l ‘l audits and valugtions
Individuals Firms for & months to Il
Minimum - Rs. 1,00,000 Minimum - Rs. 5,00,000 years based on fne’
Maximum - 5 times of fees received  Maximum - 10 times of fees received discretion.
Note: Any person aggrieved by such order of NFRA - may prefer an appeal before Appellate Trioe
Additional points of NFRA: o e
'Head office L | New Delhi I '_ e
W ) | At anzpluce in India as |1- rﬁata.;n'ﬁt__ o
Baoks of uccoun'rs . Maintain in manner as Pprescribed in C_GTn_ _cro‘nsal_T?;Tmn WlTh ‘CM &
Taodit C4AG T .

SES———— - . e

Accounts of Companies
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: ,,nuol Repor? Each FY, giving full account of its activities during FY
A" ard 10 6 (annually) " Accounts as certified by CAAG

‘F; roloy these reportsbefore +  Auditor's report thereon

¢ 3 House af_POFHﬂm"-“t * Annual Report

- Classes of companies or BC governed by NFRA: A
NFRA MOY undertake investigation of auditors of following classes of companies and BC:
companies ¢ whose securities are listed on any stock exchange in India or outside India;
nlisted public companies having:
pUSC not less than  T/0 not less than outstanding loans, debentures and deposits of
500 crores, or Rs. 1,000 crore not less than Rs. 500 crores
' as on the 31st of March of immediately preceding FY

1 \'.‘_hm PUSC or T/0 or o/s loans fali below limit for 3 consecu'rwe. year's NFRA sfops govermng

'______._

any BC or ¢ co_pany or person eftc.-ona r‘efarence made to NFRA by /€6 in publnc mfar‘es‘f
BC incor oratzd outside India which is subsldmry or associate of any of the above menhoned

income or net worth of suc_h above rnen_?_lp_n_g_d__c_pmg_qm_.e_,_s_,._

To ensure cnmpllance. with Accounfmg Standard, NFRA: o

may review FS and request additional info. from company or auditor
| may require personal presence of officers and auditors for ClddITIDHﬂ| info
'+ shall publish its findings on non-compliance on its website unless not in public m?eres? -
where NFRA finds violations of AS, it may further investigate.

.
-—

. Toensure tomplmnce with uudltmg standard, NFRA rnay

-."_review working papers and communications related to the audit,

b tvu#un‘re the auditor's quality control system and documentation.
\_E'-"for'm other testing of audit and quality control procedures as necessary.
_ __f}fur'e re auditors ° to report on governance pr'ac‘rtces and risk reduction measures.

Mtoml information or the personal presence of the auditor for clurlﬁgaf_lon_s

L-\i shall monitor and enforce through experienced officers or experts in audit, o

: —Shall publish findings on non-compliances, ¥ with exceptions for public interest and conﬁdentmhfy
- Send a separate report with proprietary ir information to the CG.

B mve,sngm or take enforcement action if laws or standards are onaTed by an aud |Tor-

E | T —

—
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S Yt Overseeing quality of service: «
: NFRA may instruct auditors to improve audit quality, specifying a detailed plan With tim
Auditors must implement the required improvements and report compliance to NFp 4

NFRA monitors auditor’s progress and takes appropriate actions based on improvgmems

2 lip

; Mnd,
NFRA may refer cases related to auditors' quality of service to the Quality Reyip,, [ t

ATl
request reports from the Board. 3 o
NFRA may seek assistance from experts for oversight and monitoring activities

NFRA-1  Every BC formed in India [other than co. u/s 2(20)] shall within 15d of appointme, ot
auditor u/s 139, inform the particulars of the auditor so appointed to NFRA in MFw'-ﬁ-

NFRA-2 Every auditor of_c::::mf_:rnﬁi;s and BC governed by NFRA shall file a return on or Befure _"1.

November every year in Form NFRA-2. =

—

If a company or its of ficer or auditor or dny_i:erson contravenes NFRA Rules, punishable /< 450,

Section 133: C6 to prescribe Accounting Standards (AS): &
C& may prescribe AS or any addendum thereto, as recommended by ICAL in consultation wt, 4.
after examination of recommendations made by NFRA.

_Exer*cisina_pbﬁrers conferred u/s 133, MCA (on behalf of CG) has notified:
- Companies (AS) Rules, 2021; and
+  Companies (Ind AS) Rules, 2015.

Section 134: Financial Statement, Board's Report, etc. c@-c@-c@f@;{@f (—;J'
Authentication of FS: S -
FS (including CFS) shall be approved by BoD before it is signed on behalf of BoD by:

- Chairperson of the company (if authorized by BoD) or else - 2 directors (1IMD), AND

- CEO,CFOandCS _ )
before it is submitted to auditor for his report thereon.

In case of OPC: Sign by one director only.

Auditor's report shall be attached to every FS.

In every F5 laid in GM, a Board's report shall be attached.
€6 may prescribe abridged Board's report for OPC and small company.

Accounts of Companies
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of OPC. BoD report shall mean a report containing explanations by the Board on every

n ¢

| Iu,gh'ﬁcﬂ* on, reservation or adverse remark or disclaimer made by auditor in his report.
il

! - o ¢ responsibility statement. shall state that: { AS AP Care 6C Control Law |

| '--'"'f —_——e—
b Prepﬂi‘ﬂ'f"’" of the annual accounts, the applicable AS had been followed along with proper
.-a' tpq:,|ﬁ|ac|‘r|czlr1 relating to material departures;

b, Di irectors had selected such accounting policies and applied them consistently and made judgments

| e of

ond estimates that are reasonable and prudent so as to give a true and fair view of the stat
offairs of the company at the end of FY and of the P4L for that period;
counting records as

. Directors had taken proper and sufficient care for maintenance of adequate ac

per this Act for:
- . safeguarding the assets of the company and

for preventing and detecting fraud and other irregularities:

the Directors had prepared the annual accounts on a going concern basis: and
the Directors, in the case of a listed company, had laid down internal financial contrals (IFC) to be
followed by the company and that such IFC are adequate and were operating effectively.

_-Egplam‘non For this clause, “IFC" means:
the policies and procedures adopted by the company
 for ensuring the orderly and efficient conduct of its business,
+  including adherence o company’s pollaes the safeguardmg of its assets, the prevention and
detection of frauds a and errors, the accuracy and completeness o of the accounting records, and

~the timely preparation of reliable financial information;

f. the Dlrec’rors had dewsed proper' sys'rems to. ensure complmnce wifh the pr-ovision; of all applicable
lows and that such systems were adequate ar and operating e effecfwely

_ C*‘ﬂlrman of the compuny (lf ) uu’rhorised by Board} Or elsa 2 directors (1 MD) EEO+EFE+ES
_If company has only one director - such one director shall sign.

. A signed copy of every F5S (including CFS) shall be issued, circulated or published along with:
_ any notes annexed to or forming part of such FS auditor's report  Board's report
. ie,FS cannot be circulated without auditor’s report or Board report thereon.

- Default u/s 134 - Company liable to penalty of Rs. 3 lakhs; OID shall be liable to penalty of Rs. 50,000

Accounts of Companies
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Matters to be included in Board Report

@ wen address of ® No of @  Directors's @& Details of frayd p,

annual return board responsibility 143(12) othep than ’r“J
u/s 92 meetings statement reportable 4, CG L
Statement on @ Explanation on every remarks by @ state of Pty
declaration given auditor or by €S in practice in his company’s loan, guGer
by ID u/s 149(6) secretarial audit report affairs  investmenys Ui %
@ material change @ contracts with amount the conservatig, P
affecting financial related parties  proposed tobe  energy, tech UbS':,rF‘
position between end of u/s 188 (e-Form  carried fo any forex earnings gg s
FY and date of report AOC -2) reserve as prescribeg
recommended risk mgt. policy and Policies on director's cs

amount of dividend  risks identified therein  appoinfment and rem. (u/s 178) policy
Other matters -

listed company or public company [PUSC >= Rs. 25cr] - statement
prescribed (Rule 8)

indicating manner of formal annual evaluation of performance of
Board, its Committees and of individual Directors

Rule 8: Matters to be Included in Board's Report \ Dde i)
1. BoD's report shall be prepare.d based on standalone FS of the company and shall report on hlghlrghm

performance of subsy, associates nnd 3 Vs and their con’tmbu’non to overall performance of compary

2. Additionally, BoD rapo_r';r_ sh@clu@o_llo_wi_ng information:
The financial summ;ry_or' highlights; /]
The change in nature of business, if any;
Details of directors or KMP - appointed or r rasngned during the year: (/]
Opinion of Board w.r.t. integrity, expertise and experience of ID appointed during the
Names of cos. - become or ceased to be its subsy JV or assoc. during the year:
Details w.r.t. deposits accepted during the year, remaining unpaid at the end and default.
Details of deposits which are not in compliance with this Act.
Significant orders passed by regulators/courts/tribunals ifnpuc?ing the going concern

il

stats 0

. Adequacy of IFCw.r.t.FS
Disclosure whether cost records as specified by C6 u/s 148 is maintained. v
Company has constituted internal complaints committee under Sexual Harassment Act ard™®
no. of: complaints received during the year, complaints dlSPOSEd of f and cases pendmg)

Application made or any proceeding pending under IBC during the year along with its 51 ot

Accounts of Companies
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/] repre®

NoTE'-
1

rEpeﬂﬂn —
Where company's policies are hosted on its website, it is sufficient compliance if Board report

mentions - salient features of the policy, any changes made and web address thereof.

where ab

lement and the

s of difference between amount of valuation done at time of one time sett
) done Wh”ﬁ faking loan fr‘om the Banks or FI :‘.1|0ng with reasons ?hgr‘gof.
w.r.t. compliance with provision of Maternity Benefit Act, 1961.

ents the disclosure to be made in abridged board report [OPC and small company .

ove disclosures are made in FS already, such disclosures shall be referred to instead of
g itin BoD's report.,

aule 8 N.A. to OPC and small company - Rule BA applies. [abridged]

sg;ti

on 135: Corporate Social Responsibility (CSR): %"’@"%"%f%”z@@’@ ®
Reod with Companies (Corporate Social Responsibility Policy) Rules, 2014]

_portant definitions [Rule 21

CSR

Admin

overhead

Ongoing
Project

Means

means activities undertaken in pur-suancé of its S'I'afufori‘f obligation u/s 135, but shall not

include the following:

(i) activities undertaken in normal course of business of the company.
Exception: COVID-related R&D in vaccines, drugs efc. qualifies as CSR (20-21 to 22-
23) only if done with Sch VII institutes and disclosed in Board's CSR Report.

(ii) any activity undertaken by company outside India except training of Indian sports
personnel representing state or national level or India at international level:

(iii) contribution of any amount directly or indirectly to any political party u/s 182;

(iv) activities benefitting employees of the company:

(v) activities supported by cos. on sponsorship basis for marketing its products:

(vi) activities for fulfilment of any other statutory obligations under any other law.

means:
expenses incurred for 'general mgt. and admin’ of CSR functions
but shall not include expenses directly incurred for designing, implementation,

~_monitoring, and evaluation of a particular CSR project or programme
means net pr'o_ﬁ::"r_c_lns Ber‘ its FS, but shall not include the following: | il
(i) profit arising from overseas branch of company, and
(ii) any dividend received from other companies in India complying with CSR.
Note: Net profit to be consider as per Sec 198 i.e., Profit Before Tax.
a mul‘l’i—ye,-(;rj pr'o\_iecT undertaken in fulfilment of its CSR obligation having timelines <=
3 years excluding FY in which it was commenced, and
such project that was initially not approved as a multi-year project but whose duration

has been extended beyond one year by Board (reasonable justification)

Accounts of Companies
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___ Composition of CSR committee:
| Such committee shall consist of 3 or more directors [a1‘ least 7 Ib (mdepe.ndenf dlr'ector)]

Note: ——

. €. Where CSR amount to be spent <= Rs. 50 Iakhs CSR committee - N. A Bob to dlschqug

Legal Provision:
"«Ppllcublltfy of CSR committee:
Every company having: 3
net worth >= Rs. 500 crore, or
turnover = Rs. 1000 crore or } During immediately preceding FY -
net profit »>= Rs. 5 crore |
shall constitute CSR Committee -

@. CSR provisions also apply to foreign company u/s 2(42) having I:""‘="""5"‘“’P"’E’.I“-"Ei'r Ofﬁce .,,
b. Company having any amount in its unspent CSR account u/s 135(6) - mandatory to Consr
committee and comply with CSR provisions.
of CSR comml'l'tec - ~
d. If any of the limits above is not mef for 3 consecuhva FYs Sﬂc 135 Sh3F-‘S‘ *0 dpply

{_ Companv Type CSR Committee COMPOSI?IOII
| Company is not required to appoint ID |2 or more directors (without any ID)

| Private company with only 2 directors | Such 2 directors

| Foreign company | At least 2 persons - one as per section 380(1)(d) &_
nominated by such foreign company. [

Board re_[.)br'_f-u/s 134 to disclose the composition of CSR committee

Function of CSR committee:

- Formulate and recommend to board CSR policy indicating activities to be undertaken (Sch VII

=  Recommend amount of expenditure to be incurred on such activity

«  Monitor CSR policy of company.

" ISESHS S S—

~ Rule 5: CSR Committee to recommend to BoD an annual action plan under the CSR Policy,

a. ‘the list of CSR pra,;ecfs that are approved to be undertaken in areas splmﬁed in £ %

b. the manner of execution of s'_uch pro,jcc‘rs

e e —

d. monitoring & reporhng mechanism; and
e. details of nud and impncf mmmw

mdeﬂwaﬁeﬂw&ﬂmﬂwfm'..__;__;i .;
mkm;m © s mmaiumzi I

gy
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od of such company shall:

' ; i
2 ofter considering committee's recommendation, approve CSR Policy and disclose contents In s

¢ « and place it on website.

gnsure that activities as are included in CSR Policy are undertaken by the company.

R:
Boar‘d shall ensure that the company spends, in every FY,
of least 2% of average net profits
mdc during the 3 immediately preceding FY or
m pursuance of its CSR Policy.

Nte
. For CSR ;pe_nds,_compuny shall give preference to the local area (of operation).
"5 If company is less than 3 years old, take average net profit of all completed FYs since incorporation.

CSR Spends

— l

' _ Failure to spend such amount (Unspent CSR) Spends excess amount
Board to specify reasons in Board report Set of f such excess in succeeding 3 FYs,
Transfer such shortfall to Schedule provided that:

i VII Fund within 6 months of end of FY - excess shall not include surplus* arising out of
| (unless such amount relates to ongoing CSR activities
. project) « Board to pass a resolution for such set of f

Ay surPlus amsmg out of CSR activities shall:

. ' not form part of business proﬁt of a company and

L' shall be ploughed back into same project or

= .h_‘_c'“sf_er're.d to unspan'r CSR Account and spent as per CSR policy or
" transfer to Sch VI Fund within 6 months of end of FY.

Accounts of Companies
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Unspent s

e |

T
ransfer CSR amount of ongoing project to special account:

amount w.r.t. to any ongoing project shall be:
transfer 1o “Unspent CSR account” (a special account opened with scheduled bqpy,

) with,
from end of FY and 3y Oy,

Spend it as per CSR Policy within 3 FY from date of such transfer
fmhng wh|ch the company shall transfer the same to Sch VII Fund within 30 ffnys fro

completion of 3rd FY. m*ﬁf
Default u/ss (5) or (6):
Company shall be liable to penalty - Lower of:  OID shall be liable to penalty - | gy, of:
2x of (amount required to be transferred to +  1/10th of (amount required 1o b, trangs,,.
the Fund or unspent CSR account) or to the Fund or unspent CSR account)
Rs. 1 crore - Rs. 2 lakhs

Other points from Rules

: Admin overhead and acquisition of capital asset: 2;&

1. Board shall ensure that admin overheads shall not exceed 5% of total CSR expense for the py

CSR amount may be spent for creation or acquisition of a capital asset, which shall be hejq by:

a. section 8 company or a Registered Public Trust or Registered Society, having Chﬂ”iublg
objects and CSR Registration Number; or

b. beneficiaries of the said CSR project, in the form of self-help groups, collectives, entities o

¢. apublic authority:

Rule 4: CSR Implementation ﬁ‘.\

Board shall ensure that CSR activities are undertaken by the company itself or through:
a. Sec 8 company, or a registered p_liblic trust or a registered society
- established under Income ﬂx_Ac‘r or
* established by C6 or S6; or
* having an established track record of at Ieast 3 years in undertaking similar activities

b. any entity established under an Act of Parliament or @ State legislature; or
Registration to under-Take CSR: R ] _
Every entity who intends to undertake CSR activity shall register itself by filing CSR-1 withReC.
(CSR-1 to be signed and submitted electronically, verified digitally by CA/CS/CMA in practice)
On submission of CSR-1, a unique CSR Registration Number shall be generated automatically. _

A company may engage international organisations for designing, etc. of the CSR projects & M
its CSR policy as well as for capacity building of their own personnel for CSR.

Accounts of Companies
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A company may also collaborate with other companies for undertaking projects in such a manner

1l |
that CSR committees of respective cos. are in a position to report separately on such project.
Board shall satisfy itself that funds so disbursed have been utilised for purposes as approved and
¢FO (or person responsible for fin. mgt.) shall certify to the effect.

% In case of ongoing project, Board shall monitor the implementation of the project w.r.t. the

ﬂpproved timelines and year wise allocation and shall be competent to make modifications, if any,
for smooth implementation of the project within the overall permissible time period.

= A
Board Report pertaining to any FY shall include an "Annual report on CSR",
In case of a foreign company, Balance Sheet u/s 381 of the Act, shall contain annual report on CSR.

3 Impact assessment:
"o Every co. having avg CSR obligation >= Rs. 10 crores in 3 immediately preceding FYs, shall:

aule 8: CSR Reporting and Impact Assessment:

- undertake impact assessment through an independent agency,
+ of their CSR projects having outlays >= Rs. 1 crore, and
+ which have been completed not less than 1 year before undertaking the impact s‘rudy
b. Impact assessment reports - Place before BoD & annexed to the annual report on CSR.
c. Such impact assessment cost may be considered as CSR for that FY, upto higher of:
_ 2% of total CSR exp. for that FY or
- Rs. 50 lakhs
Addmonal clarifications on CSR: -
CSR activity should be 'raken en up as a project. One off evenfs such as marathon won't qualify

Expe_n;gﬂcyrred by foretgn holding company for CSR activities in India will qualify as CSR spend
of the Indian subsidiary if, it is routed through Indian subsy.

Contribution made_T_o_PM CARES F@ shall qualify as CSR expenditure.

For “Harr Ghar T.i;'anga" c_am_pgig_n_, activities such as mass production of National Flag = CSR.
Read Sch VII from ICA-I_I&odul_e (not imp. from exam point of view. Just read casually)

Entries in Sch VI is to be interpreted liberally.

el

o T [ e ]

QQ!ID elated (irrelevant i _ﬂ_miflﬁ—t—'ﬂ-q)_ Following spendings are eligible CSR activity:

COVID-19 related activities

Creating health infrastructure for COVID

Estnbhshmen? of medical oxygen generation and storage plants

Mfg. and supply of oxygen concentrators, ventilators, cylinders, etc. for countering COVID-19
COVID- 1_9- vaccination fa-r:persons other than the employees and their families

Carrying out awareness campaigns or public outreach campaigns on COVID vaccination program.
Setting up makeshift hospitals and temporary COVID Care facilities

G B S e i R (e A e e

Accounts of Companies



https://t.me/+WAAno0lYPU1kOGI1

Section 136: Right of member o copies of audited financial statemers

Send FS to members:

Copy of following docs laid Shall be sent 1o every: Not less than 4 fy

before GM: - member days before th, ‘. *
FS (including CFS) —» +  ftrustee of debenture —>» of GM o
auditor’'s report holders (14 days for Se¢

. other docs. attached to FS all other entitled person company)

Shorter period:
If such docs are sent less than 21 days before the meeting, it shall b

if it is so agreed by members:

e deemed to have been 4, .

If company has share capital: If company has no SC:
Majority in numbers + 95% of PUSC 95% of total VP

Note: A company holding GM after giving shorter notice u/s 101 may also circulate FS and g4,

documents at such shorter notice (no further approval required).

Relaxation for Ilsfed comgames

For a listed company, it shall be « deemed to have compiied with this provision if:
Docs. are made avallable for inspection at RO during WOI"I'(II'IQ hours 21 days before meeting,
+  Statement containing sallenf features of such docs is sent in Form AOC-3 [AOC-3A for Ind As

not less than 21 days before meeting unless shareholder' requests for full FS.

Moreover -
- Listed compames shall also o place |+s Fs (mciudmg CFS) cmd other docs on its website.

- Listed companies having subs:dlary shall place separate audited accounts w.r.t. each of subsidiery

on its website, if any.
Listed companies having subsrduury rncorporu'red outside India [foreign subsidiary (F-sub)}:

where such F-sub is statutorily required to where F-sub is not required to get

prepared CFS under law of the country of FS audited and hence does not get

incorporation - upload such CFS on website of FS audited - place unaudited F5on
listed company. website™

*Where FS is in language other than English, place a translated copy in English on the website.

Mode and manner of circulation:
In case of all listed companies and public companies (net worth > 1 cr and turnover > 10 cr)
FS may be sent: -
Through e-mode | Demat form + email IDs registered or B .
| Other than demat form but members have consented for e:tmod*
Physical copies dispatched u/s 20 | In all other cases o '
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shall allow members/DT to inspect the above documents at its RO during business hours.
"Ea;:;l;“"s having subsy shall provide a copy of separate audited or unaudited FS, as prepared in
subsidiary to any member of the company who asks for it.

4
|

pote: == it
-
A - in complying with this section:

D= 'l'_i_c_i_b_lﬁ__*_‘_’__Peﬂaiw.qf. Rs. 25,000 ; OID - Liable to penalty of Rs. 5,000

- Same as Sec 20.

R [ F5. (Z‘FS-.+ _All_ac:cun-'te;‘rs_to be attached 1'o_F5__ : _ - - e

- l o | ”l_ e
~ puly adopted in AGM Not adopftd in AGM AGM isto‘rE!d_ T Eoe 2000
| e ! T TR
- TERwith File within30days  File with RoC Within180
= RoCwithin of AGM.RoCtotake  within30days  daysfrom
~ 30days them as provisional " of last date closure of FY ok
N 1 ) for holding | ol -
r _ \Weﬁ&iﬁéa in _:__ AGM along with

il adjourned AGM - reasons for not

t File within 30 days ~ holding AGM )

: of said AGM

' AGM is held and FS is duly adopted at AGM:
A copy of FS (incl. CFS) along with all docs attached to FS, duly adopted at AGM shall be filed withReC
within 30 days of AGM in Form AOC-4.

[OPC: File FS duly adopted by its member within 180 days from closure of FY]

AGM i is adopted in such AGM or adopted in adjourned AGM:

_* Such unadopted FS shall be filed with RoC within 30 days of date of AGM.

'+ RoC to take it in records as provisional till FS are filed after adoption in the adjourned AGM
*  Where FS gets adopted in adjourned AGM - File with RoC within 30 days of such adj. AGM

]

e —— B ————

Where AGM i ithi e T

'FS and all documents duly signed shall be filed with RoC within 30 days of last date before which AGM

—

: ._j"_‘_"-l;__'fl_ilﬂu been held along with rmoﬁg_fg" ;‘°”_“’_Id';g-_;6_M R S )i

"""--._._______ Lo A S - = - o s L e P
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(¥ ]

Companies having foreign subsidiaries:
Along with such F5, company shall attach accounts of its subsy incorporateqd Outsiqg

e
subsidiary) and which have not established their place of business in Indiq I”d'q(;qr

Format of accounts of foreign subsidiary should be as per this Act (as far qg Possin R

le
statement indicating reasons for deviation. . Flze Gl
.
If such foreign subsy is not required to get FS audited under law of such country and 4 1
1t audited - holding Indian company to file unaudited F5 + declaration to sych effocs ?Oas nq,h
o Py

Where such FS is in language other than English - translated copy to be sent

Company fails to file copy of FS:
Company - Liable to penalty of Rs. 10,000 + Rs. 100/days - Max. Rs. 2 lakhs
Person responsible - Liable to penalty of Rs. 10,000 + Rs. 100/days - Max. Rs. 50 0gq

Person responsible -

- MD and CFO, or

. in absence of MD and CFO - cmy o'rher' dlrecTor charged with such responsibility
- in absence of any such dlf‘BCTOI"‘ all dur-e.c'ror's

Rule 12: Forms for filing of FS and CFS with RoC: A

Basic forms: - :
AOC4 IFs - 1
AOC4CFs cFs @00 - _' 3

T

NBFCs reqmr-e.d to ccmply with Ind AS: ]
AOC-4-NBFC (Ind AS) NBFCs to file FS R
AOC-4 CFS NBFC (Ind AS) NBFCs to file CFS '|

Every company ﬁlmg FS in above e-forms shall also _’_ﬁle_ex‘rrnc? of

Board's report

Auditor's Report (sTandalone and consohda'red if any)

2. AOC-4 ¥BRL (Extensible Business Reporting Language)
Following class of companies shall file FS and other documents in e-form AOC-4 )(BRL

company listed in India Company having Company having Cos. required o prepoe

5
and their Indian subsy PUSC »= 5 cr. turnover >= 100 cr. FS as per Ind A

MNote: Once you come in purview of above limit, continue to file AOC-4 XBRL.

A

g 134)

. u/
Along with XERL forms, company must attach PDF copies of signed & authenticated FS(
including Board's Report, Auditor’s Report and all related documents.

Accounts of Companies
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or exemp?t ed from

*
.@.%xBRL format.

L}
company covered u/s 135(1) shall furnish a CSR report in Form CSR-2 to R

Euﬂ"f
3 1o Form AOC-4 or AOC-4 XBRL or AOC-4 NBFC (Ind AS), as the case may be.

138: Internal Audit c@"%”%’

ion NBFCs, HFCs and companies engaged in banking or insurance sect

o as an addendum

5¢ch rule 13 of Companies (Accounts) Rules, 2014)

{r::O anbe Either individual or partnership firm or body corporate

8 ternol CA or cost accountant, or such other professional as may be decided by the Board.
o} An internal auditor may or may not be an employee.

;Du To conduct internal audit of functions and activities of the company

uired to conduct internal audit:

_‘;El‘—“—'bmﬁ-' Following cos. are req
every listed company,

5 every un-l_isje-;d public company having: -

ou_fstanding

PUSC >= Rs _- T/0 »= Rs. 200 oufsfanciing loans or
50 crores crores borrowings from banks or deposit >= Rs. 25
PFIs exceeds Rs. 100 cr crores

| | | L
:

At any pbinTEuring p;e.c_eding FY

' during pracEding FY '

every private company having: SR
T/0 »>= Rs, 200 ~ outstanding loans or borrowings from banks
crores or PFIs exceeds Rs. 100 cr

Rs. 100 crores exactly, in such case, internal audit is

If an unlisted compdny has outstanding loan of
¢. 100 crores. So exact 100 crore is not included.

"ot required. Law says u/s loan, etc. exceeding R

gt

“You either suffer the pain of sacrifices or the
puiri of regret. Choose your pain wisely."

Accounts of Companies
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_ _ Summary of Forms

e —
' L B RS REEE EE eis Purpose ol gt ]
. ~_ Appointment i o1 ¥ __;j
1 139 | Notice to RoC for appointment of auditor within 15 days of_;‘i_é;_f;'i_-_ __F____;.
A Removal/Resignation _._.__-———-—-—'
2 140 Ajlpp_!i_c_a_mo_cg(ﬁqglfor removal of auditor before expiry of term. |
: ?_3 140 | Statement by auditor on resignation filed with Cir;tjgr_l)gﬂ_m{f_ﬂ_og (and CAG, |
- if Govt Company) within 30 days. - :

Fraud reporting =
143 Report by auditor to CG for fraud involving X1 crore or more. e
NFRA compliance =

139 | Intimation to NFRA about appointment of auditor by BC other than co. el

132 | Annual return by auditor fo NFRA.
NCLT proceedings : ot
140 | Application to NCLT when rights u/s 140 are abused by auditor or company

140 | Application to NCLT by CG or any person for removal

Summary of sections

—ee——

& Section Name | sec. | Section Name
| Appointment of Auditors 144 | Auditor not to Render Certain Services
| Removal, Resi gnation of Auditor and Giving | 145 | Auditor to Sign Audit Reports etc.
__ | of Special Notice 146 | Auditor to Attend General Meeting
FW_/____ 147 Punishment for Contravention
| Disqualifications of Auditors 148 | €6 to Specify Audit of Items of Cost -
Remuneration of Auditors Rt in Respect of Certain Companies
Powers and Duties of Auditors and B

— | Auditing Standards
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Section 177(1): Applicability of Audit Committee:

Fol : i
ollowing companies are required to constitute audit committee (AC):

Listed Public Companies
Unlisted public co having:
@ PUSC»>= 10 crore

b, T/0 >z 100 crore

€. O/S loan, debentures, and deposits (in aggregate) > 50 crore

Note:

1. Ifa company ceases to fulfill conditions for 3 consecutive years - AC not applicable
2. Limits to be checked as existing on last date of latest audited FS.

Section 139: Appointment of auditors c@;@‘@/%f‘@%@f@f’%’f@fw

[Read with Companies (Audit and Auditors) Rule, 2014]

Appointment of first auditor in case of Company (other than Govt company)
*  The first auditor of a company (other than Govt. co) shall be appointed by SH BoD

in case of failure of BoD to appoint such auditor - Inform the members, who shall within 90 4.,

at an EGM appoint such auditor and

such auditor shall hold office till conclusion of the first AGM.

Appointment of subsequent auditors in case of Company (other than Govt company)
- Every company shall, at the first AGM appoint an indv. or firm (including LLP) er8¢€ as an auditer
- who shall hold of fice from conclusion of that meeting till conclusion of 6th AGM and,
. thereafter, till conclusion of every 6th AGM, and
the manner of selection of auditor shall be as may be prescribed.

A\

Rule 3: Manner of selection of Auditor:
Who_wiil select the auditpl_"_?j_

In case where a Compefen'r_ i
company is: Authority:
Required to  Such AC shall | -
constitute audit

committee (AC) [«
Not required to the Board shall |

constitute such AC

Res_pbnsibili-ry:

| Mca }
take into consideration Qualification and
experience (Q&E) of proposed auditor
whether such Q&E are Commensurafe with $iZ¢
and requirements of the company
while considering appointment, hav
to any order or pending proceeding r¢= ™
professional Misconduct before _I_C’_‘.I g Fo'u":ﬂ_

e regﬂrd
elated ™

Audit and Auditors


https://t.me/+WAAno0lYPU1kOGI1

rd may call for such other info. from proposed auditor as it may deem fit

f endation of name of auditor:

AC/Bod

e AC is | Such AC shall recommend n S —————————
o ' a . e -
k. mﬂ“"d '[__#_____. | me of indv/firm as auditor to Board for consideration. |

B case | Board shall consider and necommend on indv/firm as ouditors o mem ' '
Other . : o G ve an indv/fi i i '
] for appointment. ¢ v/firm as auditors to members in AGM |

—

T E——rp—— TR
e h AC recommendation - further recommend Tg_me;nber-_in_f@_hifogappf. -
ement

" = .
b, If Board disagrees - refer back to AC for reconsideration citing reasons for disagre

. If AC decides not to reconsider original recommendation?

‘oard shall record reasors far itsdisagreement __if Board agrees i recommendations
~ with AC and send its own recommendation for of AC, it shall place_.‘i;e— matter for F
consideration of members in AGH o1 * consideration by members in AGH..

the following shall be obtained from the auditor:
uch appointment. p
hat: { LET the Proceedings begin! } :

h appointment,
. Written consent of such auditor to s
Certificate from the auditor stating t

proposed appt. is within
Limits laid down by or under

proposed appt. isas per___
the Terms providedin

this Act authority of the Act ]

list of Proceedings against auditor/audit firm or afy partner thereof pending w.r.t.
ed in the certificate, are true and correct

professional matters of conduct, a$ disclos
.h__
—— Certificate shall also indicate whether auditor satisfies criteria u/s 141

i i itor: The compa shall:
P its ap ointment, and

L _inform the auditor concerned of NS0T ,
within 15 days of meeting in which auditor isappt.

1*_file notice of appt. (ADT-1 with RoC

rpem——

S
Xplanation: For this MMNMM.

__ indv/firmis Eligible for appt.and
~isnot disqualified under this Act__

or CA Act
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3

19
e 3

Appaintment of first auditor in case of a Govt company

* Incase of Govt company or any other company owned/controlled (directly or i"dlﬂacﬂy) \
S6 or partly by €6/56, P
first auditor shall be appointed by C4AG within 60 days from date of registration of compg
In case CAAG fails to appt. such ouditor within 60 days - BoD shall appt. within next 39 4 f’r"r-’
and in case of failure of BoD to appoint within next 30 doys - Inform the members, who shnllj:..
60 days at an EGM appoint such auditor and b
such auditor shall hold office till conclusion of the first AGM.

Appointment of subsequent auditor in case of a Govt compa

In case of Govt. company or any other company owned/controlled (directly or indirectly) by C4e,

or partly CG/SG6,
the CAAG shall, in respect of a FY, appoint an auditor duly qualified to be appointed,

within 180 days from commencement of FY,
who shall hold office till conclusion of AGM.

Applicability of Rotation of auditor and cooling period:

The following companies (except OPC and small cos):

Listed UPC having Private Ltd. cos. All companies having public borrowing
company | P)HSC e 10cr  havingPUSC>=50¢cr  from bank/PFI or public deposit »= 50 ¢
=AM a1t
fuﬂ.L le.

shall not appoint or re-appoint: _
a. anindividual as auditor for > 1 ferm of 5 consecutive years; and
b an audit firm as ouditor for > 2 terms of 5 consecutive years each.

Can a person be appointed as auditor for 4 years - No. Cannot be less than 5 years.
Break in term for 5 continuous years shall be considered as fulfilling requirement of rotation

Cooling period:
ndividual auditor who has completed  Audit firm which has completed its

his term under clause (a) term under clause (b)
“‘\‘ /
shall not be eligible for re-appointment as auditor in the same company for
5 years from the completion of his term.
. Can such auditor be appointed as internal auditor during cocling period in same company -V
Can he be appointed as statutory auditor in subsidiary company - Yes.

Audit and Auditors
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;.

Wﬂ@mrs (audit firms):
date of appt., no audit firm having common partner(s) to other audit firm, whose tenure has

,_ond ‘ :
:_ s”";xpic_td_i’“m“d'am'y preceding the FY, shall be appt. as auditor of same company for Y.

-
,---Hfr"';m;_ng auditor shall not be eligible if it is associated with outgoing auditor under the same
R orkof audit frms._ .
~ Tgame network = firms operating under same Brand name, Trade name or Common Control (BTC)
X r-’-_________ sl ’ alibeetb i Seste A8ty AR
| '_"'J'.I_f; partner, who is in charge of an audit firm and also certifies the FS, retires from said firm and

fﬂio}l}iﬂﬂ?ﬂ‘ﬁ!’ - firm of CAs, such other firm shall also be ineligible to be appt. for 5y

rotation o _audito_uj:

W company is required to constitute AC [ Where AET;T\;:}_rqu{i_red = __E

.@ﬂﬂmﬂﬂgo_%grd_— Name of indv/firm Board shall itself consider rotation of i _
|

" gho ma replace incumbent auditor on expiry of | auditors and recommend for appt. of next
'serm. Board shall consider recommendation of AC. auditors by members in AGM.

potation in case of joint auditor: Where co. has appointed joint auditors, H‘_may_fa_l_louy_r_*g_fqtion_in_suc_h LA

oamanner that all the joint auditors do not complete their term in thesameyeam " o0

(not relevant now): For rotation of auditor, period for which it has held office
n inte account for calculating 5 or 10 consecutive yrs.

Transitional provision
prior to commencement of the Act shall be take

the right of the company to remove an

Note: Nothing contained in this sub-section shall przjudice
__auditor or the right of the auditor to resign from such office of the company.

. Rotation of partners internally in an audi
Subject to the provisions of this Act, members of a
o in the audit firm appointed by it, the auditing
intervals as may be resolved by members: or
__b. the audit shall be conducted by more than one auditor.
..>[M,gmmiguu&9u{LﬁJstm'«ifibﬁ-ﬂ4.9eaumdrim, Rumawal) "o

company may resolve to provide that:
partner and his team shall be rotated at such

——

| vacancy in the office of an auditor shall:

~ |*_ ByBoD-30 days s i Wb - _“___._ S
If vacancy due to resignation, appointment to be approved at GM (OR) within —
i 3.:;;;;!:! ofﬂ ggp__rgco!nrmendafion] _ AR it st b e

|- Hold office #ill conclusion of next AGM. —

C&AG 1o fill vacanqgiij_hin_:i_p.days, BREE
| Failure of CAAG - BoD to fill vacancy - Nex? 30 days

Audit and Auditors
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8 Re-appointment of ret iring auditor: EM s 'D\_\_E; ggﬁ',ﬁﬂ% ;\w? "D:TJ
A retiring auditor may be re-appointed at an AGM, if:
Q. heis not disqualified for re-appointment;
b.  he has not given a notice of his unwillingness to be re-appointed in writing: and
€. _SR has not been passed at that meeting for: e
appt. some other auditor or providing expressly that he shall not be re-appe

9. Where at any AGM, no auditor is appointed or re-appointed, the existing audrror shal! conﬂ

the auditor of the company.

S e

= 10 Whe,r‘e a compony is requ:red 'ro consmute AC u/s 1?7 aII appo:mmenfs mcludmg the 2 filling f _

_______ vacancy of auditor shall be made _after taking into account ' recommendations of such AC,

s - S————

_However, if ACis not re.quur-ea u/s 177 bu-r conshfutad voluntarily, Board may or maymn
1 recommendation.

Section 140: Removal, resignation of auditor and giving of special notice "
; oval of auditor:
Auditor a _ppom?e.d u/s 139 may be removed from his office before expiry of his term only by:
= Passing a board resolution (BR) to that effect.
* __ Within 30 days of BR, make an application to CG (Form ADT-2) + Fees for approval
* __ Within 60 days of receipt of CG approval, company to hold GM to pass SR,

: Note: Before any such action, auditor shall be given reasonable OOBH. (Audi Alteram P
principle of natural justice to give OOBH)

4B~ Author's Note - Same process of removal shall uppI'y in case of first auditor also

RS Bnmim.ef.mdjm
.+ Auditor who has resigned shall,

+ file within 30 days from date of resignation,

+ _astatement in Form ADT-3 with the company and Registrar and C&AG (only in case of

indicating reasons and jmgr r facts as may be relevant with regard to his resignatic

P Sl P

1
|
e ——
|
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tice for removal of auditor and representation thereon by auditor

g Spﬁc"’! notlce (u/s 115) shall be required for resolution at AGM for:

I Jpcmhng some other person as auditor, or

b. ‘__Ptﬂ‘f‘_‘_:"“g expressly that retiring auditor shall not be re-appointed,
9jgpt_y_h_zr_e_ref_ir:i_ng auditor has completed consecutive tenure of 5/10 years.

Upon receipt of such special notice, company shall forthwith send a copy to the retiring auditor.
The retiring auditor may make a written representation (not exceeding reasonable length) to the
c@&nﬂm_rgqu_es_t_th_qf“it be notified to members.

. yglgs the representation is re.cerved too late, the company shall:
a. State in the notice to members that such representation has b bean made; ¢ and id
b. Send a copy of that representation to every member of the company to whom nohce e of The
meeting is sent.

If representation not sen1' ‘ro member's s
a. Either because it was received too I'u‘re or due to cornpanys default, the audltor may require

that the representation be read out at the meeting.

b. A copy of such representation shall also be filed with the Reglsfmr

If the Tribunal (NCLT) is satisfied, on an application (NCLT—I)_E:!; the company or q_ggriev_e_d auditor,

that the rights conferred u/s 140 are being abused, it may order that:
a. The representation need not be sent to members, and
b. It need not be read out at the meeting.

Change of auditor by Tribunal: i
* _ Tribunal may: J
suomotu  application by C6 (NCLT-9) _application by person ¢ concerned (NCLT 9)

*__if it is satisfied that auditor has (directly or indirectly):
a. acted in a fraudulent manner or
b. abetted or colluded in any fraud by company, its directors or officers,

By ; “w,wmﬁ;g@gz its aud nudu’rors R _;___ o !
a7 Se, T ﬂ'@] s

If application is rmde by CG nnd Tribuml is satisfied that any change of thz audator is requured |1' shau
Vithin 15 days of receipt of such appin, make an order that: _

he shall not function os an auditorand
—__the € may appoint another auditor in higplacs,

e e e e 8

I —————————————————
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_ Dﬁ.bﬁ'*_!‘._i_ngi Such auditor (indv/firm) against whom final order has been passed shall:
! *  not be eligible to be appt. as an auditor of any company for 5 years from passing of SUch grs
. the auditor shall also be liable for action u/s 447. 1

Note: In case of a firm, the liability shall be of the firm and that of every partner (s) whq uc?
fraudulent manner or abetted or colluded in any fraud by, or in relation to, the co., dir, op offi

Author's Note: 3
Sec 140(1) deals with removal of auditor before expiry of his term i.e., during the tenure of
Sec 140(4) applies at the time of re-appointment i.e., where the retiring auditor's term is engip,

though eligible for re-appointment, company or SHs de_cide_ not to continue with him,

Section 141: Eligibility, qualifications and disqualifications of auditors

i. - Eligibility: b @'@" J@'%“@-

9 e person shall be e eligible for appornfmen‘r as aud:tor only if he is a CA (in practice).

-+ A firm where majority (not all) of partners are CAs practicing in . India, such firm mcry be ap

2. Who will s:gn on behc!f of ﬁ rm: Where a firm mcludmg LLP |s :;l_ppom‘red as an audlfor only thep

| who are CAs s shall be authorised to act and sign on behalf of the firm. U ..

3. Disgqualification: Following persons shall not be eligible for appt. as auditor of a company:

a. Body Corporate (other than LLP)

an officer or employee of the company:
a person who is a pariner or employee of an officer or employee of the company:

: b.
i c.
d. a person who, or his relative or partner:
(i) is holding any security of CASH OR SOH. ]
: Exception:
Relative may hold sect incompaﬂyorﬂk&*offmmluzmhﬂs llakh- |

R

-
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gon or a firm who, whether directly or indirectly, has business relationship with CASH or SOH
| f_«:, Eewciate of such holding compary. .y |

1 s Relationship: Any transaction entered into for a commercial purpose, except:

) sransactions f\fh'Ch are in nature of prof. services permitted to be rendered by auditor:

L i) w_gi_gr_\?_m OCOB of company at arm's I:.ngth price

B 5 [Customan Y d3F Tres 3741

n -'@L.!hogg relative is a director or is in employment of company as a director or KMP;
e . ~DoAE 3

3 on who is in full time employment elsewhere, or,

'#:EEEEE.E partner of a firm holding appointment as its auditor, if such persons or partner is af
“the dat_g_.gf__SECE appointment or reappointment holding appointment as auditor of > 20 cos:

~M!g_u_lg]’_|ﬂg the limit of 20 companies:
| Exclude:

. OPC, Small company, Dormant company
"« Private cos. (92+137) having PUSC < Rs. 100 crore

+—2  Incase of firm, the limit of 20 shall be for each partner.
L e ——

h aperson who has been convichd_by_g_ch_rﬂ of an Offf-f_'!{:__é -i_nyc_:!iri_;}é_fréujd_ a_ric}__q p_.?;_r;i_od_df 10 yéars _ B

hs not elapsed from the date of such conviction; - Cme-r D
) : On whnich he ok ]

i. apersonwho, directly or indirecf_l}, r'ender;any_sa;rice ref_eﬁ_aa_d to :_n secti on 144 to THé_cbp\Eny
or its holding company or its subsidiary company er-its-asseciate.
= LS dot for Atiodateorany Hetdig's Subsidiasy

Where person appt. as an auditor incurs any disiu&liﬁca_'rions mentioned u.{_ss_(&xﬁer_' 'a;pf.,_he_séll
vacate his of fice and it shall be deemed to be a casual vacancy in the office of the auditor.

eration of auditors U T Tk Tl
jhumm‘rion-w be fixed at GM or in such manner as may be determined in such GM.
For first auditor - BoD to fix remuneration.

_Remuneration shall, in addition to fee payable to an auditor, include:
.___expenses incurred in connection with such audit and

any facility extended fo him st T: S,
but does not include any remuneration paid o him for any other service rendered at request of

-r

i

Company., 2B AT e A S A N (S

T -. w letter be signed without stating fees and merely stating that fees shall be decided
? ~ Yes| _iuclj_memm letter is valid. : -
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Section 143: Power and duties of auditors and auditing standards

Power of auditors: Every auditor of a company shall:

*  have right of access at all times to BoA and vouchers (kept at RO or any other place) 4,
be entitled to require from officers such info & explanation (I4E) as may be nece,,,
performance of his duties, and

* have right to access records of all its subsidiary or associate cos. in so far as it relqt,, t
consolidation of its FS with that of its subsidiary and associate cos.

! s,

f T'.n

Inquiry by auditor: Amongst other matters, auditor shall inquire into following matters:
a. whether loans & advances on the basis of security have been properly secured and whethe, torm.
thereof is prejudicial to interest of company or members. '
b. whether transactions which are represented merely by book entries are prejudicial to intery,, .
company
c. whether assets of company which consist of shares, debentures or other securities have been -, .
at price < purchase price (except in case of investment company or banking company) =
d. whether loans & advances have been shown as deposits.
e. whether personal expenses have been charged to revenue account
£ where it is stated in books that shares have been allotted for cash:
+  whether cash is actually received, and
if no cash is rec_e}ve_d, whether BoA and Balance sheet is correct, regular and not misleadin,

Auditor Report: Auditor shall make a report to members of the company:

Report on: After taking info account: Express opinion:
Accounts examined. < Provisions of this Act - Tothe best of his info. & knowlezs:
Every FSlaidin6M - ASand SAs - A/c.and FS give true & fair view of
+  Matters to be included state of co's affairs at end of FY

in Auditor’s report.

Auditor's report shall ﬂl.;Q- state:
a. Information and explanations (I&E):
Whether he sought and obtained all I&E which to best of his knowledge is necessary fora

If not, details thereof and effect of such info. on FS

.
udt

b. Books of accounts: =
Whether, in his opinion, proper BoA as per law have been kept by co. (as per his examinatie’:
Proper returns adequate for his audit have been received from branches not visited by him

c. Branch auditor’s report
. Whether any branch of fice audit report person other than co's auditor has bee
and manner in which he has dealt with it in preparing his report;

i
n sent 1 "

Audit and Auditors
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Ly

w‘hﬂher‘ BS and P&L dealt with in report are in agreement with BOA and returns:

“.-'hefher Fs CDI’T\PIY with the ACCDUHTiﬂg qundﬂrds:

Observations or comments of auditors on financial transactions or matters which have any adverse
offect on the functioning of the company;

whether any director is disqualified u/s 164(2);

Any qualification, reservation or adverse remark relating to maintenance of accounts and other
natters connected therewith;

lp'he'rher* company has adequate IFC w - w.r.t FSin place and operating effectiveness of such controls

Rgporhng on IFC shall not .Cl_p_pl; toa prwate. co (92+137)
o Which is OPC or small company, or

b. Which has T/0 <Rs. 50 crore and aggregate borrowing from bank/PFI < Rs. 25 crore

(28

Such other matters as may be pr‘escr."iae;;:l_

Rule 11: Other matters to be included in Auditor's report: JEo N
Include their views and comments on the following matters, namely:
() Whether company has dlsclosed d impact of pending litigations on its financial position in its FS:

(i) Whether compnny has made. prowsmn (as per_*_ law or r AS) for ma‘rer-'ml foreseeable losses, if
any. on long term contracts including derivative contracts;

(¥) Ultimate Beneficiaries: ) _
Whether management has represented that:
a. Company has not given any funds to any person or entity (intermediary) with an
understanding that such intermediary will lend (or invest or give guarantee) to any

ultimate beneficiary.

b. Company has not received any funds from any person (funding party) with an understanding
that the company will lend (or invest or give guarantee) to any ultimate beneficiary.

Whether, based on audit procedures, nothing has come to auditor's notice to suggest that
these management representations are false or materially misstated.

Audit and Auditors
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(v) whether the dividend declared or paid during the year is in compliance with sec 123

(vi) whether compnny has used accounting cof tware for maintaining BoA which:

.

a

b. same has been operated throughout the year
¢ audit trail feature has not been tampered with and

d. audit trail has been preserved as per statufory requirements for record retentiq,

4 Where any matter included in audit report is answered in negative or with a qualification, the p,,
part

shall state the reasons therefor,

5. Incase of Govt company or Govt controlled companies:
C&AG to appoint auditor u.’s 139(5) or 139(7)
Direct such auditor the manner in which accounts are 10 be audited, and
Auditor to submit a copy of audit report to C4AG which will include:
D:rechons rssue.d by C4AG Action Taken thereon Impact on accounts and Fs

6. CA&AG may order sgpplemenjnu audit.
C4AG shall, within 60 days of receipt nf uudlt report, have right to:

a. conduct supplementary audit of FS by person as e may ¢ authorise in this behalf.
For The purpose of such uule duThortzed person may require info. as C&AG may direct.
b. comment upon or supplemem such audit report.
Provided that any such comments by y C4AG shall be:
sent by company to every person ¢ BHTI‘HEd to coptes o
also be placed before AGM along wu’rh audl‘r report.

£ audited FS u/s 136 and

7. CAAG may (if hecesszr');_) by anmt_:r'dér"cc_mse Te_;T aﬁdi'r_tq -t:uemcond-uc‘red of the BoA of such Govt cos

& Branch office:

Branch is in India: Branch is outside India:
Where company has a branch office, BoA of branch  Where company has a branch of fice outsi®?
office shall be audited either by: India, BoA shall be audited either by:
Auditor appointed for co. (Co's auditor), or . Company's auditor, or
By any other person qualified for appt. as . accountant or any other person duly
auditor of company & appointed as such for qualified to act as auditor o5 per lov ?
branch audit that country.
Note:
buties and power of company's auditor w.r.. branch audit shall be as per Sec 143(1) fo [‘wa
Co's U

Branch auditor to prepare report on BoA of branch examined by him and send it 10
Co's auditor shall deal with such report in his report in manner as he considers necesSU"Y

Audit and Auditors
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gudifor shall COH’\P'Y with the Gudifing standards (SAs),
pref
_ rescribe SAS as recommended by ICAT (in consultation with NFRA)
LUT:- until such SAs are notified, SAs notified by ICAT shall be deemed SAs
NoT=

¢ may (in consultation with NFRA) direct that auditor's report may include specified matters.
2 ring 0 raud by Auditor: J_f‘if)

" 1f an auditor of a company,

L _ incourse of performance of his duties as statutory auditor,

has reasons to believe that an of fence of fraud, involving individually amount >= Rs. 1 crore,
s being committed against the company by its officers or employees,

the auleor_ShG" report the matter to CG.

"~ Report to €6 as under: ( Tme)

_nf'arm Auditor to report matter to AC or BoD immediately (nof > 2 days)- of his knowledge
AC/BoD  seeking reply within :’:@ﬂd_als

Foward  On receipt of reply - Auditor to forward his report + AC/BoD reply + his comments
t0 C6 thereon to CG within 15 days of reply - |
In case of no reply - Forward his repor'r + note that details were forwarded to AC/BoD _

for which no reply received (within 15 d_ays) -
Form The report shall be filed electronically in Form ADT - 4
Fraud < Auditor shall report the matter to AC or BoD immediately (not > 2 days) of his knowledge
% lcr.  and report the following matter [NAP] _______
Nature of fraud with description Approx. amount involved Parties involved

Of each fraud reported above, followmg g details shall be disclosed in BOD report:
Nature of fraud Approx. amount Parties involved, if remedial

with dE.SCI"lp'I'IOI'I mvolved remedual action not Taken ~action taken

Above prawsmn to apply mutatis rnufcmdls to cost uudltor & SeCreTamul audl?or'

Auditor needs to do fraud réﬁorting appropr;i-c:tel'y_ i_n_f:;Rénr;eporT (covered in“An.-xdit')

n
' epuq—f—__"ﬂlld can never lead to contravention of duty (E.g.. - confidentiality): « ‘_’m

duty of an auditor shall be regarded as having been contravened by reason of his reporting the
1.
Matter y/gg (12) if it is done in good faith.

P

“Ehalty: 1¢ any auditor, cost accountant or €S in practice do not comply with provisions u/ss (12):
in Case of a listed company, be liable to a penalty of Rs. 5 lakh: and
in Case of any other company, be liable to a penalty of Rs. 1 lakh

Audit and Auditors
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Concept clarity check:

If some of the employee did fraud of Rs. 10 crore on the company and such fraud was br°”9h*r
to 44
0 the

notice of the auditor by the management of the co., would auditor be required to report it e A
No. As per sec 143(12), only fraud that the auditor identified himself in course of audit b
5 Tr_. L

brought to attention of C6. Here, the auditor just need to report to AC/BoD. Not 6

D@

render certain services.

Section 144: Auditor not to

An auditor appointed under this Act shall:
provide to company only such other services as are approved by AC/BoD but
which shall not include following services (directly or indirectly) to CASH, namely QEZ"@F‘;E

design and implementation of actugry|

internal audit
any financial info. system Services

accounting and book
keeping services;
management others gg

investment advisory and rendering of outsourced
services prescribed

banking services financial services

“ shall include rendering of services by auditor:

For this section, "directly or indirectly
Individual Himself, relative, other connected person or entity in which he has significant infler.,
Itself, partners, parent, subsidiary or associate entity or other entity in which firmy

Firm

partner has significant influence.

 Cana ST(EIT_L;TOI"; auditor be appoin‘red as 6ST auditors or tax auditors? AbSGquély, yes'._
Can a statutory auditor be appointed as cost auditors? No. Specifically restricted u/s 148.

Auditor shall sign Auditor's
having adverse effect on functioning of company mentioned in

Qualification, observation and comments on financial transactions

report or sign or certify

any other doc. as per sec auditor's report shall be:

141(2), and Read out before company in GM.
: Open to inspection by any member

Section 146: Auditors to attend general meeting: X228

Auditor shall have right o bé

: 5

heard on business which concernh
him as auditor

Auditor to attend GM either
himself or through Auth. Rep.
(qualified to be au'f:litor')
(unless exempted by company)

MNotice related to
GM to be sent to
auditor

Audit and Auditors
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= 147 Punish

139 to 146:
oy - Fine - Rs. 25,000 to Rs. 5 lakhs

ne - Rs. 10,000 to Rs. 1 lakh

t u/s 139, 144, 145;

itor
25,000 to Lower of (Rs. 5 lakhs or 4x remuneration of auditor)

fine - RS:

Ii_such contravention is knowingly or wilfully to deceive company/SHs or crs or tax authorities:
[mprrsonmem Up to 1 year AND

fine - Rs. 50. 000 to Lower of (Rs. 25 lakhs or 8x remuneration of auditor)
'MM‘:""“”M u/ss (2), he is ligble to:

~efund remuneration
pay damages to company or stat bodies or members or creditors for loss arising out of incorrect

or misleading statements made in his audit report.

a
b.

26 to notify @ hority/ of ficer to ensure prompt pmt of damages. Authority to report to C6 after pmt.

In case of an audit firm, it is is proved that pa-r-iner(s) E;f such firm:

acted ina fr-uudulen'r manner or )
ubeﬂed/‘colluded in any fraud against company
the liability (civil or criminal) as per this Act or other law, for 5uch ac’r sharl be of partners

concerned of the audl‘r firm and of firm - Jomﬂy and sevzraliy
able wﬂh only i |mpr|sonmenT - only ¢ concernzd partners Inable

| R e o e SRR B L G x o aniee

In case of criminal Imbnl ity, punishable

vy
|

of certain companies.

Section 148: CG to specify audit of items of cost in respect o
[Read with Companies (Cost Records and Audlf) Rules 2014]

i e A S

Wh Il re records ?

. & may prescribe such class of companies in wh

. or labour or other items of cost as may be prescribed shall be included in BoA.
. Note: Prior to passing such order for companies regulated under special Act, C& shall consult the

ose case particulars relating to utilisation of material

_toncerned regulatory bodr

1
E Rule 3: Applicability of cost records: 2‘_«
E

Companies (including foreign company)

engaged in production of goods or providing services as specified in

Table A (6 regulated sectors — €.9. telecom, electricity, petroleum, etc.) and

Table B (33 non regulated sectors)

Audit and Auditors
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e

*. _Appoin ent & i ation of Cost Al
! b Only aC Cos'r Accounmnf in pmchca can | bz appom‘red

Note:

having overall turnover of >= Rs 35 crore in immediately preceding FY
shall maintain such cost records. ;
Exemption: Micro or small er-medium enterprises (per MSME Act 2006) -

€6 may order audit of such h cost records:
If CG considers it necessary, it may order cost audit of such companies (which are ﬂh"t!ady
to maintain cost records) having prescribed net-worth / furnover.
Audit u/s 148 is in addition to statutory audit u/s 143,

Cost statements shall be signed on behalf of BoD (by a director authorised by BoD) befom
. submlﬁed to cost audl'ror for reportmg s = B

E'Tcm_defsﬂrm or LLP of cost accountants.

. Stam*ronf auditor cannot be appointed as cost auditor, and vice-versa,
*  The cost auditor shall comply with Cost Auditing Standards issued by the ICMAI with CG's

5.

Rights,  Duti Obligations of Cost Auditor

*  The qualifications, disqualifications, rights, duties and obligations of the cost auditor are the

as those of a company auditor u/s 141 & 143,

*  The company must provide all assistance and facilities fo the cost auditor,

*  Thereport of the cost auditor shall be submitted to the Board of Directors (not to

6.

Submission of cost auditor report to CG:

The company shall, within 30 days of receipt of the cost audit report, furnish the CG with:

- acopy of the report, and

«  full information & explanations on every reservation or qualification contained therein.

If, after considering the report, the CG requires further information/explanation, the

 furnish it within the period specified by the CG.

7.
' Company and OID - Punishable u/s 147 (1)

' Cost auditor - Punishable u/s 147 (2) to (4)
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Outside India

Summary of Forms

Pur'pose _
Regrsfrutlon of Foreugn Compony in India
Intimation of Alteration in Filed Documents or Particulars
| Filing of List of Places of Business and Related Statements
‘ Filing of Annual Return of Foreign-Co-mEqriy —

Summary of sections 5

AN i . I
sec. Section Name | Sec. | Section Name
"“"3'7‘"9‘_L Application of Act o FC | 387 | Dating of Prospezﬁ and Particulars fobe |I
a_w 1I‘MKT'l-I!ﬂf-'rﬂ‘TS etc., to be Delivered -Con‘ralned Therein e :
| to Reglstmr by Foreign Compannes | 388 |Provisions as to Exper'fs Consem‘ and Allofmen'r |
| | & m IAccoun'fs of Foreign Company 389 |Registration of Prospectus s |
iE @ | Display of Name, etc., of FC 390 | Offer of Indian DEEJSITOI‘Y_GCEIPTS (IDRS) wa) el
: ]_Sm'ir.e on Foreign Company 1391 | Application of Sections 34 to 36 and Chapter XX |
384 1 | Debentures, Annual Return, 1392 | Punishment for Contravention e
chustr'r.n‘lon of Charges, Books of | 393 Co's Failure to Comply with Provisions of this !
| Account and their Inspection |  Chapter not fo Affect Validity of Contracts, etc. |
]Fee for Registration of Documents 393A | Power of Central Government to Make Rules for u
386 | Interpretation Chapter XXII (notified enabling provision) .

P00V VVDVOE

rporate incorporated outside India which:

Foreign Company [Sec 2(42)];

mmmpnny means a company or body co
_*_has a place of business (POB) in India (whether by itself or through agent, physically or through

___e-mode), AND
___conducts any business activity in India in any manner.
t. —_—

|

o LSS ﬂ"Yr whcthgr or not the main server is is in India or outside:

ing out following bt busmsss electronic
busmus to business (B28) or business to ¢ consumer (B2C) Transactions, data interchange or oﬁ,e,.

digital supply transaction. bli70 e s
offering to accept, inviting or acceptmg deposﬁs or' subscrupﬂon to sccur-rﬂcs in India or from |

cmZtﬂ!afIndm o4 T | I : S —

e — — -

SR — - — -—
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F"”UW"\Q Services:
Fin settlement Web based mkt Advisory and Database
[E.g. Paypal] [Eg. Google Ads]  transactional service services Mgy

supp IY chq

Online services:

Telemarketing Telecommuting Telemedicine [Online doc Education 4

consultation] info reseqn WS
ch

All related data communication services via email, mobile devices, social media, etc,

Note: E-offering of securities (subscription or listing thereof) in IFSCs shall not be constpyey ol
e-mode.

. Branch of fices of a company incorpgr_q'red outside India_ = POB for conducting business Activitieg
*  Foreign company is not a company u/s 2(20) but a BC u/s 2(11) because (inc. outside Indiq)
> If BoD of a company incorporated outside India meets and executes business decision in Im;;mI

_would it make it a FC? - No.

Section 379: Application of Act to foreign companies %”@f@f@"@"

1. Sec 380-386 and 392 and 393 shall apply to FCs (i.e., 387 to 391 - N.A.) i
-—+-1,T Jeto Frm}nf.anfwi‘.b _L‘{P-WI oble F-m}n(:v an well e J"“‘r’“‘l'

2. Whe.re. not less than 50% of PUSC (equity/preference) of FC :s held (smgly/aggr'egafe) by:
=  one or more citizen of India

= one or more companies or BC incorporated in India

= one or more citizens of India and one or more cos. or BC rncor‘pomfed in India,

> such for‘e.rgn company shall comply with provisions of this ChapTer‘ and such other provisions of this Act
_as_mcry_l:_>e. prescribed, in respect of its Indian business, as if it were company incorporated in India.

Conceptual Clarity:

1. An Indian citizen mcor'pom'red a company in Smgapore. for busmess in Slngapor'e IsitaFC?-
No. Fact that founder of a co. is Indian would not impact ’rhe decision whether it isa FCor! m‘h ]

T2l company is incorporated in India having 100% Foreign Shar-aholdmg Isita FC? No. Compc i
incorporated in India is a company u/s 2(20) and not FC.

Co mpanies Inc orporated QOutside India


https://t.me/+WAAno0lYPU1kOGI1

80: Documents, etc., fo be delivered to Registrar by foreign companies
:. e ‘fo;"af',@j"af{;m}‘f@f
) r*?’c' shall within 30 days of establishment of POB in India deliver the following to Registrar,
: sTmTion_CeMre, in Form FC-1 for registration:

tral R
'.fil_d C";ﬂ'"ur Docs - MoA/  Full Address -of ._ Full Address List of all D:_recmr'sf
JoA or A other instrument principal office of office of secretary of company
~ gefining c_ansﬁ'ruﬁon 3 of company (not ~_company de_erned [Name, fmhg._-:s name, )
Fﬁﬁ:d sranslation in English in India) to be principal  DOB, address, nationality,
language] i POB in India passport, PAN, DIN, etc]
. W;d i&t_:lFe_ss of PRI Particulars ___ _'Eécl_awa noﬁé}f ____ 4 TD_tEe;;i___ ___ pr—
-~ outh to accept notices/  of Opening/ ~  director/AR (not secretary) prescribped
Mdocs_r._ﬂed onco.  Closing of POBin  are convicted/debarred from g fofosan +

-fqrmaﬁon of company/mgt. . .

[Auth. Representative India in earlier
(AR)] occasions thereof - India/Abroad . _ -

§ 2es: Companies (Registration of FC) Rules, 2014: JFaN
Above application to be supported with an attested copy of:
a approval of RBI under FEMA and approval from other regulafors if required or
b. declaration from AR that no such approval is required
If a FC ceases to have POB in India, it shall forthwith give notice to RoC and from date of such |

notice, obligation to file docs with RoC ceases, provided no other POB.

ion to docu al ubmitted in FC-1:
' Inform RoC, €RE New Delhi within 30 days of alteration in Form FC-2

. for registration of FCs shall be delivered to Registrar, Central Registration Centre.

All subsequent documents (including FC-2), filings and returns shall be delivered to RoC, New Delhi.

I >ection 381: Accounts of foreign company m@-@-

1E"”"Y foreign company shall, in every calendar year,
% _make a balance sheet (BS) and profit and loss (P&L) account in prescribed manner, and

5. _deliver a copy to RoC

% may exempt any foreign company from applicability of this. &

If

R

i i
:'r‘;: With above docs, send to RoC: list of POB in India as on BS date (FC-3)

Such BS, PAL or documents not in Ejn_gl-n_sh - certified translation i_rnfpglish to be annexed,

e —————

. s — L ——

Companies Incorporated Outside India
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W

Rules: Companies (Registration of FC) Rules, 2014:
Preparation of Fs:

Every FC must prepare FS of its Indian business operations for each FY as per 5¢}, IIT

The following documents or statements shall be annexed (along with FS) [as per Chap Tx _ “;
" Statement w.r.t Related Party Transactions (RPT) ccq“m’s
Statement of repatriation of profit
Statement of transfer of funds (including dividend)

Time limit for delivery of above docs to RoC: {
within 6 months from close of FY 1
RoC may on application, extend the time limit by 3 months. |

A copy of the latest CFS of the parent foreign company shall also be filed with the Roc.

Audit of such FS:

FCs shall get its accounts w.r.t. Indian business audited by a CA in Practice in Indig or Firm/

LLp
*  Provisions of Chapter X (Audit & Auditors) shall apply mutatis mutandis to FCs.

Annual Return: B

Every FC shall prepare and file Annual Return in Form FC-4 + fees, within 60 days from last day of p,
i.e., by 30th May, to RoC containing particulars as on close of FY.

D

Section 382: Display of name of Foreign Companies:

Every foreign company shall conspicuously exhibit:

iWhe.r'e? Outside of every office or POB in India Business letters, bill-heads, letter papers,
| & all notices and other publications,
| What? * Name of the company i - Name of the company
Country of incorp. - *  Country of incorp. B
State whether liability of members of [+ State whether liability of members of |
company is limited company is limited et
| Language? | - Letters easily legible in English, & . Letters easily legible in English, B
*  Language used in locality - POB is|~—+toeattanguage 1
i situated I

Section 383: Service on Foreign Company: JL16EE220

Any notice or other documents required to be served on foreign company, shall be deemed fob
sufficiently served if:

a. Addressed to Authorised Representative of such company (as per Sec 380), and

b. left at or sent by post or e-mode at such address (registered with RoC)

Companies Incorporated Outside India
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rovision of Companies Act shall apply to Indian business of foreign companies:

| :.:Hoﬂ | Provisions related to: | Applicable to Indian business of FCs el
7 Debentures Mutatis mutandis '}C_Iﬂ M Same Marine "J S
924 335 | Annual return and CSR Subject to modifications as per Rules i
128 | Books to be kept by company. | To the extent that BoA to be kept at POB in India
VI |Registration of Charges Mutatis mutandis [ Sec 77 5% _
XIV | Insp., Ing. and Investigation | Mutatis mutandis

ErDreld ()
O

f-ot‘ thg purpose of this chapter:

means certified to be a true copy or correct translation.
~ I pirector (w.r.t. FC) includes person on whose direction or instruction, BoD is accustomed to act.
of Business includes Share Transfer Office and Share Registration Office (STO & SRO)

section 0 387; Dahng of prospectus and particulars fa be contained therein: @r —

E m spectus offering to subscribe to any securities shall be issued or ¢ cnrculated by a compamf
rated outside India unless such prospectus is dated and signed and: N

contains particulars w.r.t., following matters: Ef%"’“‘*‘““”’ K“? R Ger D) —

instruments defining constitution of the company, : l N.A. if prospectus is

b. enactments or provisions under which company was incorporated. issued > 2 years after

. ¢ address where (i) and (i) above or english translation thereof J i date of entitlement fo

can be inspected

commence business.

. d. dateand country of incorporation

e. whether company has established POB in India. If so, address of principal POB.

_*  states matter specified u/s 26

: 1f-'Oll\]:oIltlm:mz with above conditions cannot be waived of f on any grounds.

]

jpplicﬂion forms for securities of such companies shall be issued subject to followiné:- .

" Such form is issued with prospectus which is in compliance with this Chapter &

" Such issue does not contravene provision of sec 388 (Expert's consultation)

: @m Where such form for application is issued to a person to enter into underwriting agreemen'r

&c ¢ 387 N.A. to issue of prospectus:

" relating to issue of securities to existing n membzrs or DH, (right issue) or

" __offering securities which is uniform with securities previously "."‘.’Ed_ﬂd listed on RSE (except

___for dating of prospectus). Bl

-n‘___-___



https://t.me/+WAAno0lYPU1kOGI1

Section 388: Provisions as to expert's consent and allotment: D
Where the prospectus includes expert's statement, no such prospectus shall be issued o Circulat

@ company inc orporated outside India, unless such expert. d
has given written consent to ISsue

has not withdrawn, before delivery of the prospectus for registration, such written Conseny

a statement appears in the prospectus that expert's written consent is given and not Withdp,
draun

<. A statement shall be deemed included in prospectus, if it is contained in any report or mpmrﬂm_

appearing on the face thereof or by reference incorporated therein.

Section 389: Registration of prospectus: 99

No prospectus shall be issued or circulated unless all the following conditions are satisfied:
a certified copy has been delivered for regis._T_mﬁon to RoC
Certification to bg done by Chairperson und-z directors (_t_:s approved by resoln. of managing body)
Prospectus states on the face that a copy has been so delivered,
Consent (of expert) to issue the prospectus is attached.
Such other prescribed documents is dﬁ'uched

Rule: Following docs to be annexed to prospectus: «

a. Expert's consent u/s 388
b. Copy of contract or memorundum for app‘r of MD/Manager
Copy of material confracts in IasT 2 years not in OCOB

0

a

Copy of underwriting agreement -
e. Copy of power of attorney if prospecfus is signed by auTh agent of directors

Section 390: Offer of IDRs o

Indian Depository means any instrument in the form of a depository receipt (DR) created by ¢|
| Receipts (IDR) Domestic Depositary (DD) in India and authorized by a company incorpera’es,
: outside India making an issue of such DR. -
Legal provision:

According to section 390, the C6 may make rules applicable for:
offer of IDR,
requirement of disclosures in prospectus w.r.t, IDR,

manner in which IDR shall be dealt with in a depository mode and by custodian and und x
d outside In

gr‘WFiTEFS:

the manner of sale, transfer or transmission of IDR, by a company incorporate
whether having POB in India or not.

Companies Incorporated Outside India
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13-

id!r a@er‘lﬂg to regulations by SEBI and directions from RBI.
- om

mred PLC was the
w-d CM first global company to issue IDRs in India (in 2010).
: ion 234 of the Companies Act 2013
4 de s with
twﬂ 23 _d ﬂon v‘:ﬁh";;:gﬂ" or Om{llgumutfon of an India co. with a foreign co., OF vice versa.
‘ may create rules for such mergers and amalgamations.

/"Eg in con$ul1’a1'|

n. Prlor approvul of RBI __ ]
to SHs of the

b , The , T&C of scheme of _merger may pr‘owde fOP paymenf of cons:deru‘rlon

merging com company in
in scheme of mer‘ger' )

n cash or DRor partly ¢ both as may be specnﬁed

n, fore C inco
.- this sectio o i e dla havrng POB in Iﬂdlﬂ or nof

o +on 391: Application of Sec 34 to 36 and Chap XX (Winding up)

pmm:ms of sections 34 fo 36 (both inclusive) shall apply to:
.sg.zof a prospectus by a company mcorpomted outs:de. Indra u/s 339 as they apply to pr05pzdus
sued by an Indian company:

esue of IDR a foreign company-
 Winding up provision shall also apply o foreign company =

1
e =

r Contravention: L

1 Sortion 392: Punishment fo
-'fwgﬂ company confravenes provision of this chapfer:
Foreign Company 0ID
Rs. 1 lakh o Rs. 3 lakhs Rs. 25,000 to Rs. 5 lakhs s
onal Fine Rs, 50,000/day NA =
DA : v
alidity of confracts: 00 - =

chapter not to affect v

tion 393 Failure to comply with this
with fhis Chapter __——— " e ——
by such company or its liability to be sued

Co's failure to com
efc e entcr‘cd FnTO

shall not affect valid ﬂ_of conTr‘ﬂCfS;

e e e e

t—off rnnke any ¢ cuun?er—clmm

inrespect thereof, -
but the comPany shall not be en zﬂhﬂedg fo br'm any suit, clcum any se
or initiate a roceeding w.r-t. such cnnfract until company ! hos comphed with this Chapter.

Iiabls fnr inve:ﬂguﬂon u/s 210.

not £ eing g an FC aaff'iu on bulinu! as a FC i‘nc shull bc
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Section 393A: Exemption by C6

C& may, by notification, exempt from this chap, any comPﬂﬁY incorporafe.d OUTSEd-? Ind
having POB in India or not) in so far as they related to of fering of securities, relating to
or incidental matters in the IFSC set up u/s 18 of SEZ Act, 2005

Copy of such notification should be laid before House of Parliament (HoP).

~ Who shall authenticate translation (to english language) of documents?

b Where a translation is to made within Indm it shull bz authenticated by:
a an advocate, attorney or plzuder enﬂﬂed 'l'o appear before any High Court; or

b. anaffidavit, of a competent person huvmg, in the opinion of the Registrar, an adequate |
of the k‘hgut:gc of the e original and of English.

_% Whu-e mt:mon is done outside India, it shall be uuthenhcu’red bY $ié;'-ﬂ*“!-"-_ and seal °f
@ an :_ifﬁconl hmnng cusfody of - 1he orlgmal or

b Notary offhecounfry where company is incorporated =~ i el

B T S, W
l D e
e
¥ = e y
- _J__ ns 2w ] {
" -~
% ) =
.;"‘,'.. ¥ .-!.F;;A
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'J.

General Clause Act i

Genr.r‘ﬂl Clnuse.s Act, 1897 was enacted on 11th March, 1897 to consolidate and extend the

5CA. 1 1368 and 1887.

1t contains € deﬁanIOHS of certain fﬁ?‘ms and general principles of interpretation.
GCA also comes fora rescue in the ubsence of clear definition in the specific Acts.

ij‘c*s of the Actare: MT> ESL’-.'; t:j

o foshorten the Iunguage of Central Acts;

to provide for uniformity of expression by giving deﬁni'ﬁ;:_ris' for c-omrnon terms;
to stnie e.xpilcn‘ly certain convemen'r r"ules for mterpretat:on of Central Acts;

to guard against slips and oversnghts by importing certain common clauses.
Lowreny Tekerprekarion

n of the m_ner"a! Clause Act

alrle

Act does not define any “territorial extent” clause, It upphe.s to the CenTr‘ai Acts.
A5 of Todien Aultams (125° MJ

The Central Acts to which this Act applies are: il 7%&@:":‘:?“

[a) Acts of Indian Parliament (Central Act) N '“_’_F erA 1129,
) Acts of Dominion Legislature (15th August 1947 to 26th of January 1950)
c) Acts passed before the Constitution by the Governor-General in Council.

icle 367 of the Constitution of India makes GCA applicable for interpretation of constitution.

[11,‘: L0 erdn or not dchaud M &nadraat mcmﬂa.u Todten foom O\LAJ

nderstanding nr Le Jqflgnon

Expresses scope, object & purpose of an Act; reveals lawmaker’s intention.

»  Used as aid to construction when provision is ambiguous.

+  Cannot override clear provisions.

»  Usually in Sec 2 (but sometimes in Sec 3 or initial sections).

-  Words are defined in the respective Act. Sometimes, deﬁmhons are referred to|
other statutes. e

R ————

If words are not defined or not referred - take meaning from GCA.

reliminar Y/ e e e

Thil Act may be called the General Clauses Act, 1597 "

—

e S e e e e e e ———— —

e

—
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Section 3: Definitions

Act "Act', u*:r-d '.;Mh reference to an of fence or a civil wrong, shall include Q Sepo~
E— acts, and words which refer to acts done extend also to illegal Oml'ssmng_ %S ¢
9 Affidavit E'Afﬁdnvi‘t' shall include affirmation and declaration in the case of Persong by |
@ allowed to affirm or declare instead of swearing. '
The above definition is inclusive in nature. It states that Affidavit spq, in|
affirmation and declarations. This definition does not define affidavit. E
However, we can understand this term in general parlance. Affidavit is 4 Written]
statement confirmed by oath or affirmation for use as evidence in Coyrt or befqn .
any authority.
Note: The terms "Affidavit”, "Oath” & "Swear” have same definitions in the 4.4
Central Govt After the commencement of the Constitution - means the President :
:Q- Commencement The day on which the Act or Regulation comes into force;
*  Coming into force refers to the process by which legislation comes to have Jeq
force and effect.
State of Orissa v. Chandrasekhar Singh Bhoi.
. Law comes into force only when brought into operation by legislature op
competent atﬁhoriw_ N
- The theory of a statute being "in operation in a constitutional sense” though it
"is not in fact fﬁ;;;ér-;ﬁon has no validity. )
“©- | Document Document shall include _
: any maTTeraFrE_e.x_pressed or described upon any substance _
b? means of letters, ﬁgt::rég or marks or by more than one of those means
which is intended to be ujs.egt;r_;hﬁr}\ay be used,
. for the purpose or r‘eco:-"ding that matter.
For example, book, file, painting, inscription and even computer files areall documents.|
: However, it excludes - Indian currency notes.
| Enactment It includes a Regulation and any provision contained in any Act or Regulation:

It means any law made by Parliament or a State Legislature. .
* When only a particular section or clause of an Act is repealed, it is still f
as repeal of an enactment u/s 6.

eated

FY shall mean the year commencing on the first day of April.

d -
4~ | Financial year

Year

Means - A year reckoned according to the British calendar (Jan to Dec)

b

General Clause Act
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Faith

—

A thing shall b
e deemed to b
honest| . 0 be done in "good faith” it is i
R \,; whether it is done negligently Ofn:,f faith" where it is in fact done
SRR es ['S ho . , p
I is honesty of intention, not the absence of negligence

e !“!‘Y*_hing done hones ;

+ Tt is a question of f::‘réxnbhom malafide mefive s presumed fo be i 9207 foith.

~ The term "good faith" I:w_s be demd.ed from the circumstances of each case.

. This T e een defined differently in different enactments.
good faith does not apply to the Acts which contains special

~ definition " e
on “good faith" and definition given in that Act to be followed.

Judicial view: Maung R oy, Mr 51 M
+_ Court observed THa’rqI::iT:ln%au:g SiMang _____————- .
s setmition aiven't ndian Contract Act, 1872 does not define good faith.
; e given in the GCA does not expressly apply to the Contract Act.
As per civil law understanding, an act done ﬁaifho_uf-_due_car'e_ and _d';t;n-ﬁ_on
cannot be said to be done in good fai'rh._._. bbbl LB e
. A man of ordinary prudence is ﬂpﬁ:ﬁcﬁﬁ;ﬁg P:o;;er_'_(-:;r_e_an_d_e;qairy.
Hence, an honest purchase made carelessly, \ anuzp_rgg;r_&@i_ ry_l_s_n_ojr
considered to be made in good faith so as o cor};e_y a valid TEP: g i ]

shall include:
s Lol v TENS L - fasa)

gy ——— PRy ——————f
. Benefits to arise ouf of land, and

+  Things attached to the earth,or g g
. Ppermanently fastened to anything u@tached to the earth.
Lofet) i

B e ol S Wl
Comprehegsive illustration:

-
Item / Right / Property

f Bombay)

Trees (Shantabai V. State 0

Timber
Forest produce -

bamboos

tendu leaves. timber,

Soil for making bricks
land for business

Right o build on and occupy
Righf fo grow new frees and obtain |eaves
g f way to access from one Elace to another

: Right o
Right to drain water

| Machinery fixed 1o the soil

-

Standing crops
immovable property

LAl A

Insurance Policies covering .
Right to catch fish (Anandd Behera V. State _gf_Qwr_ﬁ!;;g:! “
[IP includes benefits fo arise out of Ian_q,_g_;_rlc_i_ﬁshgry :—'M

fit & prendre)]

tive, GCA deﬁniﬁoﬁ will apply.

‘a benefit (pro
tion of IP is nof exhaus
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"| Government shall include both the Central Government and State Government,

&6

a‘ " | Movable mean property of every description, except immovable property.
. f_'}gt_"?y Includes debts, shares, electricity, etc.
W | Imprisonment |+ mean imprisonment of either description as defined in Indian Penq| Code o
Sec 53 of IPC states that imprisonment is of two descriptions, Namely, Figopey
! (with hard labor) and simple.
So, when an Act provides that an offence is punishable with i mpr:sonmgm
" Court may, in its discretion, make the imprisonment rigorous or simple,
@-| Official " Means the Gazette of India or the Official Gazette of a State,
Gazette or * A public journal & uuthorlsed legal document published by Dept. of Pubhcm. :
Gazette Mmls‘rw of Hous=ng & Urban Affairs;

_ pohc:es & decisions. The 6azeﬁe is printed by the GoI Press.
@'_ Oath /Swear | Same as Affidavit.

%9~ |Person Includes Company, AOP and BoI , whether incorporated or not
| Writing Includes printing, lithography, photography and other visible modes of represent; ';
_— or reproducing words.

Sechon 5: Coming into operation of enactment JE7ioR |

Where any Central Act has not specifically mentioned a date for its s enforcement, it comes int

force on the day it receives the assent:

— e

a. of the Governor-General, in case of Central Acts made before the Constitution, and

b. of the President, in case of Acts of Parliament after the Constitution.

«  If specific date is mentioned in the Official Gazette, the Act shall come into force from that

: Example: |
| » Companies Act, 2013 received President's assent on 29.08.2013 and was notified in 06 on 30.08.20
1 ~ hence came into force on that date.

l e ",I“.""_ggﬁ (ICDR) (Amendment) Regulations, 2015 - notified on 14,08.2015, but came into force

 01.01.2016 as stated in the notification.

i Hﬂ‘t‘ o
-~ Where an Act empowers fhe government to bring any of the provisions into operation en unf'
" which it deems fit, no Court can issue a mandamus with a view to compel the Gnve.rrmﬂﬂ'
the same into operation on a particular day,
+ If asufficient time has elapsed since an Act wmmt its prov
been brought into force (operation) by the G
Government to consider the question as to w

]
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1 .

C/ \
S -
\/

pules come into force only when published in the Official Gazette, not from the date of their

; pation.

L';; ,Ehﬁ_np_@gnizance of fraction of a day. It comes into force from midnight.
Eﬁngp_lg;‘-_‘ﬂ'_‘“j'd’ comes into force on 1st Jan shall apply from midnight of 31st b
Al FQEEE"';E‘P_P'.'COME prospectively unless otherwise mentioned specifically.

ecember.

- vion Effect of Repeal ‘@
. Ny Central Act or Regulation repeals another enactment, such repeal does not:

Revive Mgﬂlf_ﬁl force at the time of_r'e.?:-;,_ai._ ol

eE if.

Affect previous operation of ?h{r_epe_aiz_a_:i_w or anything duly done or suf fetf«ta_d und
a!_ed |Flw. _
er repealed

Affect any "551’_”_*91"'”593. obligation or liability acquired, accrued under the repe
Affect any penalty, forfeiture or punishment incurreﬂor_cif_enci cgm_n}i'{‘rgi _un_d

law. "
Affect any investigation, legal proceeding or remedy for enfo—rcer;erg o?sﬂzh_rj_gh_f or liability.

i

fpte: These proceedings may be continued as if the repeal hadnotbeenmade.

Held that Sec 6 only applies to repeal and not fo omissions ¢ and applies when|
repeal is of a Central Act or Regulation and not of a Rule. . sl e

distinction from 'deletion’ of provision. 02« %

aGam |+ 'Repeal of provision is in
bliteration of the provisionas if | -

Milkat |- 'Repeal ordinarily brings about complete o

v. Ramtuji it never existed.
i ‘Deletion’ ordinarily takes effect from date of legislature effecting the

said deletion, never to effect fotal wiping out of the provision.
pt for purposes saved

eof UP. v. A repealed Act is considered as if it never existed, exce
ndra Pal Singh | u/s 6. s

of Act making textual amendment in Act or Regulation

0 s -
xepea

any Central Act or Regulation repeal any enactment o

tion 6A
Where
then such repeal shall not af fect continuance of any amendment or insertion made by the enactment

0 repealed.

enac tments

A repealed law does not revive automatically. |
Act must expressly state the intention fo do so.

To revive it wholly or partly, the new te the ints
[ Purpose 0T 89T o 0 =i <)

i
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—_ Example:

— ..U."EF-LEE‘JHESJ B, Income-tax Act, 1961, book profits were to be ¢
—_Act, 1956. After the Co. Act, 2013, Sec 8 of 6CA allows reference to b

—___ Incalculating any period of time under an Act:

ip
8. Co oh © P p 0 repeaied end g @"{

Where any Central Act repeals and re-enacts any provision of a former enactmens
then references in any other enactment to the provision so repealed shq| Unlegs
intention appears, be construed as references to the provision so re-enacted

Important Case Laws:

UP.

Gauri Shankar | the Court held that each Act stands on its own. If a new law only refers

mendments o, N
of the earlier law, unless the new law specifically states otherwise, -

Gaur v, State of | earlier law, that reference automatically includes all future q

xample:

' 3 Commencement and termination of Time ‘@-@-

The word “from” - exclude the first day.

The word “to” - includes the last day.

déff
o
)

o m

Y
__ Co. Act 19;&_;:;5_mpeiled and r_r:-enacfed as Co. Act, 2013. In such case, every othep ACt Which ¢
. reference to Co. Act 1956 will be construed as reference to 2013 unless g‘nf_fer;eg'r_intgnﬁun_ap

hheg

-

mﬂew_pgr_f_hé_&}.@
e read as reference o o9y,
1020y

—_—

Dividend declared on 30.09.2026 - 30 days to

pay is to be counted from 01.10,2026 to 30.10.2025.

(First day excluded: last day included.)

===

B

*__ Whereby any legislation or regulation,

e —
’ 2 __any act is directed to be done in any court or office on o Certain day or within prescribed period |

*___then, if the Court or office is closed on that d or last

———

’

INote: Even if the offices or Court are closed becaus
\or any reason, this provision wil stil apply.

i B {

e i

B = S

day of the prescribed period, g
.= the act shall be considered admﬂldyﬂmiﬂﬂmwwﬂwg
. Yhe Court or office is open, ‘

—M\_\,___________,—/‘
—M\\\—j/
#15¢.0f some random holiday or Sunday or St
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given quantity, by weughf rnec:Sure or value of o any goods or mer‘chandasv. " B

then a like duty is leviable according to the same rate on any greater or les Iess quanh'ry ey o]

;Mil Iegtsluhuns and regulations, unless there is anything repugnant in the subje jE.CT or com‘ext— s UL

. Words importing the masculine gender shall be taken to include females, (i.e., he mcludes s she) and

@m singular shall include the plural and vice versa. P o = o _
| —
Exception: Where word used conveys a specific gender, there is a presumption that provisions of 6CA 4

do not apply. For example: B
1 the word 'bullocks’ could not be interpreted to include ‘cows'.
2 The word 'male descendants' cannot be interpreted to include females

_!' Section 14: Power and Fumhonnms

Powers conferred by Central Acts may be exercised from time to fime as occasion requires.

Wherzby any leg:slu‘hon or regulahon
- apower to appoint any person to fill any office is conferred, then unless otherwise provided,

any such appointment, may be made either by name or by virtue of office.

ample: *The Finance Secretary shall be the ex-officio Chairperson” means whoever is the Finance
\Secretary automatically becomes Chairperson.

EXi

Fower 1o aqf |[| int to include pu\\lr rtTo ‘xlh[.Jt nd or di ,mt..a @-

: Tht-wrhuﬂfy having for the time being power to  make the appointment |
*__shall also have power to suspend or dismiss any person so appointed |

~Xample - A court that nppoims a receiver can also remove him OR The Chief Justice who appoints
'9" Court staff can also suspend or dismiss them.

General Clause Act
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s . i
ection 17: Substitution of Functionaries: JE3S
A law may simply mention the official title of an of ficer (e.q., "Collector”, "Qeglstlﬂﬂp"} t

2 PPly 4o

whoever holds that office at the time
The law remains valid even if the person holding that post changes.

Section 18: Successor 38

© Whena law relates to an office that continues forever (like a govt. department), it Qutom
Atieq
covers i1ts successors too. 'cm {

) No need to rewrite the law each time the of ficeholder changes.

Section 19: Official Chiefs and subordinates D
A law applicable to the chief or superior of an c_-f_ﬁca shall apply to the deputies or subordina'res laws,
performing the duties of that office in the place of their superior. ully

Section 20: Construction of orders, etc.,

issued under enactments

Whereby any legislation or regulation,

= a power to issue e any nohﬁcuhon order scheme rule far'rn or by Iaw is conferred

. fhzn expression used in such nohﬁcahon etc., shall unlass otherwise specified, have the sq

respective meaning as in the Act or regula‘rlon conferrmg power.

Exar ple The word Collector in Rule 4 of the Land Acquisition Rules, 1963 has the same _meaning as

- Where any leglsla‘l'ion or reglaflon confers The power to issue ﬂOTIﬁCO‘l‘IDnS etc.,

. it shall be deemed to include power to add, to amend, vary or rescind such nohﬁcuhans ete.

NoTe Au‘rhorlfy empowered to issue a notification has an undoubfed power to wlfhdraw or mad;fy

Section 22: Making of rules or orders between passmg and commencement of enactment

+ IfanActis passed but not yet in force, any power to make rules, etc. for implementing 1'ha1 Act
may be exercised after its passing but before its commencement.
. Howe.ver such rules or orders take effect only from the da?e the Act comes m’ro force.

thrz the power to make rules, efc. is subjecf to the condition ‘rhcn such rules shall be__nla_d_e__‘fﬁff

previous publication, following provision shall apply: S 3
1. Authority having power shall publish a draft of the proposed rules, etc. for the mfor-maﬂoﬂ 0
persons likely to be affected thereby (publish in manner prescribed)

General Clause Act

—
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Along with the draft, publish a notice specifying a date on or after which the draft will be taken
B0 Congideratian.
|

quthority having power shall consider any objection or suggestion which may be received from any

3 o w.r.t. draft before the date so specified;

publifﬂ‘m” of such rule, etc. in the Official Gazette shall be conclusive proof that the rule, etc.,
has been duly made.
(ie.anY irregularity in publication cannot be questioned after Gazette notification).

¢ publication:
Authority may make suitable changes in the draft before final issue.
It is not necessary for that authority to re-publish the amended form before their final issue oS
long as the changes made are ancillary to the earlier draft and cannot be regarded as foreign to
the subject matter thereof.

gection 24: Continuation of orders etc., issued under enactments repnled and re- enacted
\ren a low is repealed and replaced by another, everything validly made under old law such ¢

pointments, notifications, rules, etc. will continue to operate under new law unless stated otherwise.

7 the new law is substantially the same as the old one, all old rules and

notifications remain valid until

| -*n-t_y are changed or withdrawn.

..-c_;g_vgr, if the new law is materially different, only those parts of the old rules that conflict withthe

_-e! low will cease to apply.

 fxample: The Mines Act of 1923 was ré_pealed and.r_gal-a_;eﬂ bﬁrbg_Mines Act of 1952.-5afe_f;v Rules
made under the 1923 Act continued automatically under the 1952 Act until new rules were issued.

B section 25: Recovery of fines: y e :

The provision of Sec 63 to 70 of the Indian Penal Coaé_(_I_ZPC) and
provisions of Code of Criminal Procedure

wr.t issue and execution of warrants for levy of fines

shall apply to all fines imposed under any Act, Regulation, etc., (unless otherwise specified)
Gl o

z Acnsed 5 mdefy
@Z L@’Amﬂﬂe-&% S

Section 26: Provision as to of fence punishable under two or more enactments

Where an act or omission constitutes an of fence under two or more laws,

then of fender shall be liable to be prosecuted & punished under either or any of Thosé;ndc;r;\_ents, |
but shall not be punished twice for the same of fence. o

Note: As per Supreme Court, a plain reading of sec 26 shows that there is no bar to ‘fl“l'(_ll or co-nvic_?_ion_'

: :
fan offender under 2 enactments, but there is only a bar to punishment twice for the same offence.

——

General Clause Act
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Additional Points:
1. When there are 2 alternative charges in same trial, e.g., sec 409 of IPC and sec 5(2) o¢

: Pre,,
of Corruption Act, the fact that accused is acgurﬂed{:of one of the charges y;) no:ben‘riun
conviction on the other. [M.P. v. V.R. Agnihotri] S e by

2. This provision applies only when 2 of fences which form the subject of prosecution is 1, %0
the ingredients which constitute the two offences are the same. If the offences yng,,. ﬂ\e*ia,_
enactments are distinct and not identical, none of these provisions will apply. © g

Section 27: Meaning of service by post:

_Where any legislation or regulation requires any document to be served by post, then unless q gi¢y,
__intention appears, the service shall be deemed to be effected by:
(i) Properly Addressing x -
(i) Pre-paying, and |

_____(ii}) Posting by registered post. - !

A letter containing the document to have been effected at the time at which the letter WOuld b,

:

delivered in the ordinary course of post.

Important Case Laws:
United Commercial Bank | If a rule specifically requires “registered post acknowledgmm"
v. Bhim Sain Makhija sending only by "registered post” is not proper service. __:
Jagdish Singh.v Natthu | If a notice sent by registered post is returned marked “refused,” it ig|
| Singh deemed served. ]
| Smt. Vandana Gulati v. | Endorsements like "not claimed” or "not met” are enough to prove service, !
Gurmeet Singh

- 8 - Citation of Enactments el rap

'« Any law can be referred to by its short title, number and year, and any provision can be referred
to by its section or sub-section.

. When part of another law is cited, it includes everything between the beginning and end  of
portion mentioned.

the

Previous Enactments

- The interpretation rules given in the GCA apply only to laws made after it came info force and @
not change the meaning of older laws that were continued or amended later.

| GCA also applies to Ordinances made by the President, just as it applies to Central Acts.

-— - = - —

-3

-
] =

T — - —_— - ] -
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‘ﬁ Interpretation of Statutes

The term "Statute” generally refers to laws and requlations of various kinds, irrespective of the
source from which they emanate.

hat is the definition of statute?
L yhe

1n India, @ statute means an enacted law, i.e., law made by the Parliament or a State Legislature.
A Bill, when passed by both Lok Sabha and Rajya Sabha and after receiving the assent of the
! president of India, becomes an Act of Parliament or Statute.

gtatutes are enacted or written laws, as distinguished from unenacted or unwritten laws.

explain the meaning and essential elements of a "Document.”

nocument is a paper or other material thing giving information, proof, or evidence of anything
As per Section 3(18) General Clause Act,1897, A document is any matter expressed or described
upon any substance by means of letters, ﬁgur;‘:s or marks, or by more than one of those means,
intended to be used, or which may be used, for the purpose of recording that matter.
Elements of document: A document generally comprises the following four elements -

[ a. Matter: Anything that contains information or evidence.
" b. Record: There must be something written, printed or expressed to make a record.

_¢. Substance: The material or surface on which the matter is recorded — like paper, metal plate,

etc. :
d. Means: The method used for recording — such as letters, marks, ﬁgur'_e_'.s or symbols.

\ How will you interpret the term "Instrument"” used in a statute? c@f |

In common parlance, ‘instrument’ means a formal legal document which creates or confirms a right
or records a fact. It is a formal writing of any kind, such as an agreement, deed, charter or record,
drawn up and executed in a technical form.

It also means a formal legal document having legal effect, either as creating liability or as affording
evidence of it. Section 2(14) of the Indian Stamp Act, 1899 states that ‘instrument’ includes every
dogumenf_by which any right or liability is or purports to be created, transferred. extended,
extinguished or recorded.

- What are Deeds?
* Adeed is an instrument in writing (or other legible representation such as words on parchment or
Paper) which purports to effect a legal disposition.
All deeds are instruments, though not all instruments are deeds.
InIndia, no clear distinction is made between instruments and deeds.

Interpretation of Statutes
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. *  The primary rule is to give words their natural, ordinary and grammatical Meaning, yp, ® lay,
ESS

+  Same word can have different meanings in different confexts.

- What do you mean by Interpretation of Statutes?

= Hence, interpretation ensures that the I law keePS pace W'ﬂ‘- changmg times while Stﬂymg true 1
Me 1o

" Interpretation means ascertaining the true meaning of the words used inq statyute
* It is the process of finding out the intention of the legislature from the Iﬂhguoge Qf
t

leads to absurdi ity. dc"hg
* Courts interpret statutes to apply them correctly to the facts before them, Y
*  Interpretation helps in removing ambiguity or confusion that may arise from the lang
Ua,

onsistency w wrth the legisiative intent.

* __Ambiguities may arise due to: =L s 1= G (.
__Vague language, Contradictions within provisions, OrnISSIOhS or dmffmg errors, Chﬂngag
" Socig

its object. . . e,

Q6. Why is interpretation necessary in law? @
_*  Language of law is not always clear or complete.
- Situations arise that the legislature did not foresee.
_*  Courts must interpret to ensure justice and ¢
. or technological conditions .
Q? Dlstlngussh between Interpretation and Construction.

- Interpretation is the process of finding out the Tr'ue sense or meanmg of the words used inq
q

statute, whereas construction is the drawing of conclusions from subjects that lie bEyand ‘ihe

direct expression of the text. 3955

- When the legislature uses words having a definite meanmg over f'me it is pr‘esumed that such

words are used in the same sense. -

-  Where the court adheres to the plain meaning of the language, it applnes m‘rerpretu’r:on. but where

the meaning is not plain, the court decides whether the wording was meant to cover the situation

before it, which is construction.

- The two terms overlap each other, and it is difficult o precisely state whe.r'e interpretation  ends

and construction begins.

- Though often used interchangeably, the terms have different connotations. Infﬂ'i‘ﬂi‘ﬂ";-l

|
bimneh e

determines meaning, while construction extends or limits that meaning to fulfil IeguslgT_iyEL"_fi"l—q|

B

- . - |
'« Conclusions drawn by construction are within the spirit though not necessarul within the Ieﬁerﬂf

the law. |
- Case: Bhagwati Prasad Kedia v. C.I.T - Interpretation is the art of finding * W
~ author’s words.

P Case: State ﬂf Madm v. Gannon Dunkerly Company - Courts must give gffw

~ the Act as can be fairly gathered from the words used.

///

TN

2T ITI:lr!r [ .L_'-J‘!'."_'ITUT‘—_"':-:



https://t.me/+WAAno0lYPU1kOGI1

i of__i_nTE'.'P!‘!’e'fﬂT_iD’_‘?___ i

22 e to di intention of
{'%ﬂfiﬂ oP]ﬁEt!E_’_fQ discover the infention of the legislaturg
m‘;n’sﬂr; shat law 18 fairly and reasonably applied. ' ' o
" neither add nor subtract wards, only inferpret what s enacted, S
e Syl S e e LIS a— R

ﬂ/"/
s e e i
= pr'lngE_?:_'Ei"_!“F!k_eﬂle_?*_‘!@.T_Eﬁﬁe_ETiVE and workable
d so as to make it opé-_raﬁv?__ -

iy
27"t res md is valeat quam pereat = ;
!""/'"f’qt’ ""’;Ti’ at quam pereat - statute must be inferprefe
kdﬁii@ﬂc,@.!,:__. e ———
”ﬁxui,iﬁg@iﬂw_&fﬁgﬂagyﬁ T e Y

~ " broadly divided into two types: L A e i

V= pation 1S DEUEEE==

oral O Grammatical InTerPy_eM

ust be understood in their natural, ordinary and gi-gm;u_rr;;af meaning.
ive of consequences.

|l
, When words are clear, courts must give effect 10 them irrespect
c This rule Eresume;s that Iegislu‘rure means what it says. g
ical or Functional Inter retation P e
_ L ARSI
e true intention of the legislature.

, Applied when literal meaning fails 0 convey th
p, Courts interpret with reference 10 the object of the Act and overall context.
¢ Usedto prevent absurd, unjust or inconsistent results.
A_r__,_f—;__,_ﬂ__m_,

ns fo Gmmmaﬂcal Inte
&ummﬂﬁcnl infer refation’ concer he verbal ex pression 0
ina cases, " rammuﬁcal inter'Er'z‘m'rion' is the
e, however, is subject

does not beyond the letter of the
sole criterion allowable.
modify the letter of the law. This rul
PRI I s

ake from or add 10

The Court cannot 1
_ﬂ__._______________fﬂr_ﬂ_______r
ve on account of ambiguity. inconsistency or

.+ are the exce tio

tions:

40 some excepTion: p i 2
g Where the letter of the law is Iogically defecti
incamgla‘reness. As r'ggard the defect 10 ambiguity, the Court is under a duty 1o travel bﬂond
s to determine from the other sources the true intention of the

-

the letter of ThM
legislature. i
i i i i i ,the court

~ Inthecasé of
- must ascertain the spirif of the law.
_b. If the text leads t0 @ result which is so unreasonable that it is self-evident that the !
the court may resolve such an impasse © by inferring  logically the
e

=

. could not mean what it says.
PO e

e ——
o ——

. intention of the | iglature.
________————_,_.——-'—"'_"'——'_—"‘__"_'_'_'_
it L e AT
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A LIB _T_gchni_cnl_words_nifo_bgnfsrpﬂﬁ_iu*ﬁir_rgch

QL. Explain the Rules of Literal Construction ‘@:ch@f

————_Necessary to avoid such inconvenience,

M

. __If the literal interpretation leads to absurdi

: ve and onstruction to ensyre *hégu;g};‘
———_remains effective and consistent with legislative intent.  The staty
- Cose: Ramavter y acoe. . —th legislative intent.
e : v. Assistan

N T VVOTRE
Part 2-Rules of interpretation

I\
-’ U \

The Rule of Literal Construction is the cardinal rule of Construction, Fequiring thas

. ; » Warg
be given their natural, ordinary, and grammatical meaning, even if the result Appeqp f
i
inConvenient. s ) o

The rule is based on the maxim Absoluta sententia expositore non indig

et - meaning "
need no explanation.”

1

A statute must first be understood in its natural, ordinary, or Popular sense ang Construeq Qg
r

Yo its plain, literal, and grammatical meaning.
When the language of the statufe is clear, unambiguous and admits
shall construe the meaning of provision based on grammatical meani
Grammatical interpretation is concerned with what the law says.

dilg

of only one Meaning the
Hhe cou

ng.

_ni_cul__s_e_ryse,_w_hile popular words gn,
o _U@LSIW_Q.i"_f'E'Tf‘_PPEUh_FE‘!@H;_ :

Y. repugnancy, or inconsistenc

___or purpose of Lhe_&L*b.egznr_nmaﬁc_al_sz@mﬂée_me_d_fﬁe_d or abridged

YWith the ghes
only to the eXten

*__Insuch cases, the coyrt may adopt a reasonable or harmonious ¢

int ed in their ording

" Courts may slightly moify ghe |
ﬁ ‘I‘haf-—'lyhm L2 i—t.”_‘!',m__ﬁ,q@g_ts_rl fo the extent necessary to avoid absurdity,

*_This rule s glgo e of interp
50 called s the Golden rule of inte retation,



https://t.me/+WAAno0lYPU1kOGI1

he rule of harmonious construction. 4@
the
mll‘l

, rule of Harmonious Construction applies when two provisions of a statute appear to be in
fhc:‘? with each other.

e rule requires that such provisions must be interpreted in a manner that harmonizes them and
Thkes the enactment a consistent whole.

i~ The statute must be read as awhole, and all parts must be construed together to make a consistent

i ~ peaning of the entire enactment.

Tht intention of the legislature is that every part of the statute shall be operative, and no part
¢ hould be rendered redundant or inoperative.
,; If it is not possible to reconcile the provisions, the specific provision shall prevail over the general
~one, in accordance with the maxim "generalia specialibus non derogant.”

..-"-‘_'_-"

-

E!P!‘““ ﬂm me,anlng und dlfference bg’rvge_en the expressmns "Sub Jecf to,” "Nofws‘rhsfandmg and )
.w,mut Pre_;udlce. et e
The expressions "subject To " “notw:thstandmg and “without pre Judice are commonly used in
statutes and legal docume.m's to define the relationship between provisions.

. The term “subject to" indicates that the provision in which it occurs is subordma_f_e_ 1'0 arlofher‘

provision. It means that the provision will yield or give way to the section referred to.
Example - Section 13(2) of the Companies Act, 2013

*Any change in the name of a company shall be SI.IbJGC‘I' to the prowsnons of sub-sections (2) and (3 (3)
of section 4 and shall not have effect except with the approval of the €& in writing.”

The term “notwithstanding” has the opposite effect. It means inspite of or without being affecfed

by anything contrary contained in the referred provision. It gives the provision an overriding
effect.

Example - Section 42(11) of the Companies Act, 2013

*(11) Notwithstanding anything contained in sub-section (9) and sub-section (10) any private

; -

L Ty

placement issue not made in compliance of the provisions of sub-section (2) shall be deemed to
be a public of fer and all the provisions of this Act and the Securities Contracts (Regulahon) Act,

1956 and the Securities and Exchange Board of India Act, 1992 shall be applicable.” o
A clause that begins with the word "notwithstanding anything’i , contained is called a “non-obstante”

clause,

The expression “without prejudice” signifies that an act, statement, or provision is made without

affecting or compromising any existing right or claim. It is used to preserve rights while ?ak?n_g“_____
Certain actions. T e i e =

Example - Section 4(3) of the Companies Act, 2013 _ b T

“Without prejudice to the provisions of sub-sechon (2) a compéiny shall not ba mgus}:r:& with a
~lame which contains......"

------

S
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3 - tation. &@-
Q3. Explain the Rule in Heydon's Case or the Mischief Rule of Interpre !

* _ The Mischief Rule, also known as the Rule in Heydon's e (15::)' e S?m‘”ﬁ slf-!;-ulu.
be interpreted to ress the mischief and advance the r_eme‘ . T
: The r-mepfocus:s iniF::!penﬁ;ying the defect or mischief th¢.1f existed before the enactmeny '-_"f-
law and the remedy introduced by the legislature to cure i :
In applying this rule, the court must consider the following four matters:
a. What was the law before the Act was made? — e
b. What was the defect or mischief for which the law did not ,P,’fo\”_ds.?
€. What rerﬁedy_hn_s__Eqp_l_iﬁ_rf_x_énj__resolggd and appointed to cure ey
=S d. What is the true reason of theremedy? : _ |
- The rule er';alples " pu-rpos_iye'_' i_n[erprE_hfiPEEE’_PE‘f@ﬂTsﬂ narrow or technical reading th“'f_._COL_g!d

. defeat the object of the law. - S_—

) - Case: CIT v. Sodra Devi - the Supreme Court emphasised that the mischief rule is Ipplied 1o

il ____: discover the real intention of the legislature and to ensure that the purpose of the statute ig
achieved. ’

| & @e: RMD C‘hamarbaugwaﬂa v. Union of India (AIR 1957 5C 628)

et Applying the Mischief Rule, the Court examined the object and history of the Prize Competition
Act, 1955, and held that the mischief sought to be remedied was gambling compet Itions. Hence,
the Act applies only to competitions of chance, not to those involving substantial skill, &

Q6. Explain the Rule of Beneficial Construction. & &8 - i

- ___The Rule of Beneficial Construction is not a rule of law but a method of liberal interpretation to
give effect to the intention of the legislation.

It is applied to social welfare or remedial statutes framed to improve the condition of under-
privileged or unfairly treated classes.

Courts may give an extended or liberal meaning to words to ensure the benefit intended by the law
is achieved.

Such liberal interpretation is allowed only when two constructions are reasonably possible.
The rule aims to advance the remedy and suppress the mischief wit
_*__6uided by the maxim Ut res magis valeat quam
effect than to be void.

hout rewriting the statute.
pereat - meaning it is better for a thing to have

!
i |
4 Qz_.i Explain the Rule of Exceptional Construction, @' _.
*__The Rule of Exceptional Construction is applied to obtain a sensible and reasonable meaning of @
statute when the literal interpretation leads to absurdity or inconsistency.

*__Under this rule, courts may modify or adjust the grammatical meaning of words to give effect to
the true intention of the legislature, ‘
*__The word "and” is conju

denotes an alternative.

nctive and denotes Connection or ﬂddiﬂﬂﬂ, while “or* is disjunctive and _

[nte rpretation of ¢
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P'-'. However, to fulfil ¢

- he legis)
7. Similarly, “mgqy T e
e —--'-3enerq),, den
command.

But in certain cages
i 1

- Y m
~__purpose, and obje.y of the s?q

_—

i’ pifferentiate a M_qndm-o_r;y F'-r‘ovi-s‘
P The practics —Satary Prg ion f :
+ The pract incti e o
" e —; 'ccl’_fj_'_s__*_”_‘.‘_:ﬂon between o - Ay cTory Provisig 4D
is mandatory, it m . =€ a mang Hog

USY be stricyr, oo ;1ory and q g, _
" : TNy obseryeq -9 a direct, si
2Trictly v ———°TY Provision i
__ sufficient, o =, Whereas whep, it is direcy on 1S that when q Brovision
" The substance ang oy - erely The Form o Y, bt s "
sl L) L 7 T = —— !
oncatory ineffecr, - ITECtory in substanee-rc TS 1S character, An Snectment
ry ect, ——>1ance, and Conversely, q directory fopm b
=k —— ——_T3ery, may be
Hence, it is the Substance that Prevails oven o Y

be considered.

QIVE-SCIpower- coupled with q d D — e e
5 T . —1Q duty, it is genepgl] mand ' I
Whether q Provision is Mandatory or directory d":;;r;&s_;;‘f €rally manc atory in nature, e
a. The nature of the act to be done, e B

b. The object f

or which it is required, and <

¢._The person or class for whose beneﬁmﬁm;;;; e, T
————= (W€ ensures that statutor

that Statutory powers are exercised p_ur_p_o_sé‘_u_lTy_?@EhEt}EEEE?@v} i_EtE_n{ B
___is not defeated by mere procedural irregularities.

—

. Explain E;Rule of Ejusdem Generis. ‘@@ .
"_Meaning: The term Ejusdem Generis means “of the same kind or nature.”

—

When specific words of a particular class or category are followed by general words, the general
_-L-:or'ds are limited to things of the same kind as those specified.
e

*_ This rule only applies when: S——

i meration of specific words. —
te contains an enumerat " fi ds
a. The statu

i ms one class or category. - S I
Th ject of enumeration for 3 -
- T he s:le r category is not exhausted by the enumeration. - _
€ Theclasso e - - —
d. The general term follows . be“used
; Th is no indication of a different leg he legislature intended the general words to
ea tha bbbt

: ; on the id ion specific words.
' _Object: The rule is based ould be no need to mention specifi -
?-_1__-____ H fe«d sense, *her‘ﬂw e R B — -
+—1N an unrestric Iv: S T P T 1Ol — et .
- The rule does not apply s are general and not sp “do not form a single categor
wor — -

i in nature and ——
+—8._If the preceding e eontrary imtention.

i are very in R o il
b, If the specific w:r::lse statute shows @ contrary I - B
~_¢. If the context o =%
--_\-‘-\_---_‘___-___’_ —_
.

gt+atutes
~etation of 5Td
= —
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Q2. Explain the Doctrine of Con‘remporaneu Exposﬁrao G@,"

d  If the general words are used to cover all possible cases, not just those of the

Sqm
Judicial View: Courts apply this rule with caution — it is a rule of reason, not of lqy

1VPE
only to reconcile conflicts between specific and general terms and not to restrict clea rle “Sed‘
intent ®qis Imw !

Explain the Doctrine of Noscitur a Sociis or "Associate words to be understood i, comm
manner” 49- - Senge
The term 'Noscitur a Sociis' means ‘it is known by its associates’, i.e., the meaning of 4 Worg "
be judged by the company it keeps. .,
When two or more words are susceptible of analogous meaning are coupled ‘roge‘rhgp they
understood in their cognate sense, taking their color from each other. Q"E_
The more general word is restricted to a sense analogous to that of the less generq| word,
The rule is wider than Ejusdem Generis and applies even when the associated words are ot
precise class.

Case: Commissioners v. Savoy Hotel - it was held that fresh orange juice was not fryit Juice withj,"
the expression 'manufactured beverages including fruit juices and bottled waters,
Case: Dr. Devendra M. Surti v. State of Gujarat- it was held that a private dispensary wqs Mot q
commercial establishment, as the term profess:on took its color from ‘businesses and ‘trade’
Example - Full title of the Supreme Court Advocates (Practice in High Courts) Act, 1951 Specify
that this is an Act to authorize Advocates of the Supreme Court to practice as of right in any H|gh
Court.

of nne-

This doctrine is based on the idea that a s‘rufufe is To be interpreted according to the meunmg

given by con’rerﬁpor‘ur‘y uu‘rhom‘y
The maxim C‘an'témpamnea Exposrtm est optrma et fortissinia in }ege means ‘contemporaneous
exposition is the best and s‘rr'onge.sf in law'. 1
Thus, a law should be understood in the sense in WhiCh aT was understood at the time when it was

_J
enacted. ‘i
The maxim Optima Jegum mterpres est consuetude means ‘custom is the best interpreter of law. i

This doctrine applies prlmarlly to ancnem' statutes and not to modern Acts. _ §

Part 4-Internal aids to construction _ IR

. Explain the significance of the Title of an Act, @' I—

The title gives a general idea of the SLIbJeCT matter of the sTaTu‘re. _ _
There are two types - Short Title and Long Title. B,
The short title identifies the Act, e.g., Companies Act, 2013, I,

The long title describes the scope, object and purpose (SOP) of the Act.

Interpretation of Statutes
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N .-
L]

E

£

tle is a part of the Act.

Long ti
When language 1S ambiguous, the title may be used as an aid to interpretation,

ffhfiiﬂg_n}g}f_explain the object but cannot control clear provisions
g ini Kuma ' :
Case: Aswini Rumar Ghose v/s Arabinda Bose - The Court held that technical words must be

* u—nd” stng in their technical sense,

oloin the role of the Preamble as an infernal aid. %8 %) %@
The preamble expresses the object, purpose and poliy of the Act.
It acts as a key to legislative intent and 1 m_ay_'_bé_l.lséd when words are ambiguous.
It cannot override clear provisions of the Act. ST ¥
When doubt exists, the preamble helps to choose between two possible meanings.
If there is a conflict, the main provision prevails, not the br_edmble. ] -
Helps determine legislative intent when words appe.cir' too é-eEaTar: wide,
Case: Gullipoli Sowria Raj v. Bandaru Pavani - Court interpreted the word 'rg);
Hindu Marriage Act as mandatory, since the Preamble clearly states that the Act was enacted

"in Section 5 of the

*to amend and codify the law relating to marriage among Hindus.” Hence, a marriage betweena
Christian and a Hindu under this Act was held void, as it goes beyond the object and scope of

preamble g (5 o8

at are Headings and Titles of a chapter? ‘@' Lot

Headings and titles may be referred to for construing the enactment or if__pdr'rT. ;;a_rﬁ_cu_lnrly to -

determine the sense of any doubtful expression under that heading.

They cannot control the plain meaning of the words of the enactment, though they may assist in_

interpretation if there is ambiguity in the section.

. Headings may be used fo know the scope of a section, just like

he preamble, but they cannot

control or override a section.

Case: Official Assignee v. Chuni Ram - Held that a heading cannot override the clear words of a

~ section,

Vhat is the importance of Marginal Notes? &
~ Marginal notes are summaries an

4 side notes often found at the side of a section or group of

' They are not apart of the enactment, they w
__Hence, they are generally not an

-_ Marginal notes appended to Articles 0
__ s passed by Constituent Assembly. and

the effect of that section.

sections in an Act, for purporting fo sum up
ere not present when the Act was passed in Parliament,

but inserted after the Act has been s passed.
However, reference to marginal notes may be

aid to construction.

or construing a section in a statute.

permissible in exceptional cases f
£ Constitution have been held to be part of the Constitution

therefore have been used in construing the Articles.

R

~tation of Statutes
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i | aid to interpretation, 7@,
niti lause as an interna
Q5. Explain the role of the Definition € - .
"FT}-.e legislature has power to embody in a statute the definitions of :tsl Ianguc.ge.
Itis cémmnn for statutes to include definitions of words and expressions used
Act

i st be applied while intep reti
When a term is specifically defined, that meaning mu PP pretin

N the bﬂdy -

1- :

9 the Sectignt
unless the context requires otherwise. . ;
Such a definition is called an exhaustive definition. _ 3 abetHore

' substitute :
The Court cannot ignore an exhaustive statutory definition and substitute its gyn Meaning
Purpose of a Definition Clause:

a. To provide a key to the proper i__n_tlc._r'prcm'ri on of the enactment,

b. To shorten the language of the statute by avoiding repetition of long phrases every tim.
Te_fm occurs.

Q8. E_rpidin_ar_nbi_guﬁus_ definitions and definitions subject to contrary context. @
3 Ambiguo us definitions: Sometimes the definition section itself may
o ___hgs_fu_be infcrpmted in the light of other provisions of the Act an
::: meaning of the word defined.

_ @ Such a definition is not to be read in isolation but must be under's‘ro_oii_n _T_E;_c-c;;;; of tha
W B
b. The function of q definition is to

would otherwise be vague or uncer

nitions subject to q ¢ nt|

 be aMmbiguous, g o
A With regerd to the orginad

provide accuracy and certainty to q ;o—r;:l_&r_ﬁﬂ_rase whi
tain, but not to contradict or depose it

altogether,
ontext: When a word is defined to bear a number of inclusi

termination of q seasonal worker after completion of work s
ot retrenchment, but termination

; of a daily wager without prior intimation that employment will
end on project completion amounts to retrenchment.
G ey D
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an by Restrictive and extensive definition? / Distinguish between the use of the words

u me ]
he tdoY© u@@

" and If'\li.--lude'S =

finition of a word or expression may either restrict its ordinary meaning or may be extensive

wned
m-l-h de
of it

Whgn a word and

is defined to "mean” such and such, the definition is prima facie restrictive

xhausTIVE
The meaning of the word is limited only to what is stated in the definition.

: When a word is defined to “include” such and such, the definition is prima facie extensive
The meaning is not restricted to what is stated; it also adds to or widens the ordinary meaning.
1f aword is defined as "means and includes”, the definition is considered exhaustive.
1f aword is defined as "to apply to and include”, the definition is understood as extensive.
gxample: The word "any” indicates wide meaning and excludes limitation in its use.
gxample - If A is deemed to be B, compliance with A is in law compliance with B and contravention
of A is in law contravention of B.

wmf is ‘rhe role of Illustrations in ina sm’rute? ‘@f
Illustrations are examples added under er specific sections to explain the application of the provision.

5 Irlus?ruhons help in understanding the intent of law.
. They form part of the statute a and have interpretative v w:tlue

« They cannot restrict the scope of the main provision but help clarify its intention.

) Whaf is the effe.cT of a Pr Pr‘owso? @' ) _ _ -- =

A proviso is an exception or quallﬁcuhon to 'I'he. main pr‘oannn

It must be read along with the main se section to give it full effect.
It operates only within the f ﬁald of the main prowSuon

+ The purpose of a pr-owso is 'ro remove doubt_s and limit the oper-a-hon of 'rhe_rn_am section.

* A proviso carves ouf an ‘exception to the general rule. -
Case: Ram Narain Sons Ltd. vs. Assistant ‘Commissioner of .Sa!es Tax - - A proviso embraces only the
field covered by the main provision and cannot extend beyond it.
Emrnple - The Privy Council held that Section 73 of the Indian Contract Act, 1872 does not allow
m‘rerje.;‘r as damages for mere detention of debt. It clarified that illustrations cannot override or
___modify the language of the section, as only the section itself forms the enactment.
1 D'S“nglsh be.fwe,en a Proviso, Exception, and Saving Clause. @
~."_ AProviso is used to except something out of the enactment or to qualify something stated in it,
k| _ whnch would otherwise fall within the general scope of the section.
I~ _Theobject of a proviso is fo remove special cases from the general enactment and to provide for
~them separately.

Interpretation of Statutes
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. *__Case: Ram Narain Sons Ltd. v. Assistant Commissioner of Sales Tax - it was held t

An Exception Clause is intended to restrain the enacting clause to particular Cases
them from the general operation of the statute.
" A Saving Clause is used to preserve from destruction certain rights, remedies, op
already exist before the enactment. _
* As a cardinal rule of interpretation, a proviso or exception applies only to the mai
which it is attached and carves out an exception to that provision.

and gyrep 8
Priv_ilggé; thee

hﬂT_g -PPW'
_embraces only the field covered by the main provision and cannot extend beyond it _ 3

QI2. What is the role of an Explanation? @48 E—

—4n Explanation s sometimes appended to a section to clarify the meaning of the worgll
expressions used in that section. = o Words g
* It may be added to include something within the section or to exclude something from o

== Operation
*___The purpose of an Explanation is to harmonise with and clear Up any ambiguity in the main section

*__An Explanation should not be construed to widen the ambit of the main provision.

*__The meaning to be given to an Explanation depends upon its own terms and not on_aﬂy Dresumed
purpose. 'i

* _ Case: Sundaram Pillai v. Pattabiraman Fazal Ali - Explanation should lErmonisc__v.vilh ‘and clarify
ambiguity, not widen ambit of main provision. '

Q13. What is the role of Schedules? . -,
* _ Schedules form part of an Act and must be read together with the main Act for all purposes of
interpretation,
*__ They usually contain details, forms, or procedural matters to implement the main provisions of t .
statute.

* __The Schedule cannot override or control the language of the main enactment.

- __If there is any conflict between the Schedule and the Act, the Act shall prevail.
* _ Schedules to the Companies Act, 2013 and the Constitution of India provide supporting details and

formats to give effect to the main provisions.

_®

_ It is an elementary principle of interpretation that a statute must be read as a whole and not if

———————t

’ Ql_‘; What does the principle of “reading the statute as a whole" imply in the interpretation of statutes? .

 _isolated parts.

i )

———

—

_*__The true meaning of a provision can be ascertained only by considering all its clauses together o
not by interpreting one clause independently. '

'__E:ﬂ__ﬁ_l{l_t!!ﬁ_ and word should be inTer‘prgfgd harmonious!y with other proViSiOﬂS. Providﬁd such

_____Interpretation does not do violence to the natural meaning of the words.
*__ The same principle applies equally to Acts and Rules framed under the authority of the le gislaf

ure:.

" One of the safest guides to interpret general words is to examine similar expressions in the

Interpretation of Statutes
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: -1"-|C1ln Historical Se‘rhng as an external aid to interpretation. 20

[_- It includes social, political, and economic condr‘rlons prevailing at the time when the statute was

< c“F’lcm'- fhe use of chhonurres as an ald to mfer'pr'eto'hon @r‘@r

ute 10 determine what limitations and qualifications have been applied to them.

trern of consistent limitation or qualification is found in other parts of the statute, it serves
<trong argument for applying a similar limitation or qualification to the disputed expression.

0s @

s rule ensures’ that the statute operates as a coherent whole, maintaining unity and consistency
interpretat ion.

Ifﬂpﬁ

nits! _ :
1E*0"“Ple - When an Act simply states that notice should be given, a verbal notice 15 sufficient.
However if the Act specifies that notice must be served or left with a person in @ particular
manner oF place it clearly implies that a written notice is required.

Part 5-External aid to construction

vhat are Extzrnal Aids to Inter‘premhon‘)

E\‘Te.r'nﬂl mds are materials outside ‘rhe. smtute whrch help to find the true intention of the
|cqsslatura

They are used when mTernaI aids fail to | pr‘owde a clear meamng

These aids are suppiementury not substitutes for the statutory languuge

Case: State of West Bengal v. Union of India- ex?e.r'nal aids may be referred | ed to only when internal
Jlds_aE insufficient.

The historical setting or background of legislation refers to the history of ex'rernalc_ir_cr.:msmrﬁe.s
~ which led to the enactment of a law.

:-assed

The history of external cnrcumstunces is of grea'r sugmﬁcunce in the construction of a statute, as
it reve.als the MiSChIEf or defect the legislature intended to remzdy

the subject matter, scope, and object of the law. o

Such background assists in dlscovermg the Ie.glsluhve mfe.nf and ensures 'rha’r The sfntufe :s
applied in harmony with its purpose.

The rule ensures that word_s of a statute are read in the light of the condmons e.xastmg at the

time of its emcfment N . .

D'CTLOM!‘!&S are used when a wor'd is nof defined in the statute.

COUr‘Ts rely on dlC‘{'lOﬂﬂl‘Y meaning to know the ordinary or popular sense of a term.

Huwever d.cf.ona,—y meaning must be consistent with the context and subject of the Act.

: When a technical term is used, the technical meaning is preferred over the ordinary dictionary

mﬁum ing.

In pari matg;*,a mgan]ng 51-a1'ute.s dealing with the same subject matter should be read foge'rher-

‘r = )
L eﬂsure unrfor'm and consistent interpretation.

Interpretation of Statutes
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Q4. Explain the role of Usage or Custom as an external aid to interpretation. “®-

_When a legislative provision of doubtful meaning has been consistently interpretey ;
_way and that interpretation has been generally accepted by the public and authoritie

 C \ \\_J \! VvV UJ

Usage or custom is used as an external aid when the meaning of statutory "3”9'-!{:93
is
uncertain. doupyy ful

It helps to determine the true meaning of expressions which have acquired q Special ‘
sense through long and consistent use. Fte h""cq;
Usage means the way in which language has been interpreted and acted upon over q |gp ~~3

time by those who are concerned with its application. "9 pe’ioc[__.,f

.9 particys

S, courfs N
rely on such usage to clarify its meaning. * May

This principle recognises that practical m'rerpre.fohon apphed over time reflects the i

nt .
the legislature. Enfion ¢

However, usage cannot overrrdz the clear and expr'e.ss icmgu_ge of a statute; it

Pplies onpy .
the wording is ambiguous. A Only wh

Maxim: Optima legum interpres est consuetudo - custom is best m’rerpre#er of Iqw ' -

Maxim: Contemporanea expositio est optima et fortissini in lege - con'rempor'aneous EXPOSIf
ion ig

strongest interpretation.

QS Explain the use of Foreign Decisions as an aid to interpretation. C@r

Foreign judgments are referred to when Indian law is based on fc-r‘engn s‘rafu’res or +hg.

involves comparative principles.

They are persuasive, not binding, and used only when Indian law is silent.

Courts adopt them when the language of the foreign statute is i |den‘r|cal or when lnTerpreh ._

common-law principles.

Q6 Write a short note on the Interpretation of Deeds and Documents. C@I

The primary rule is to determine what a reasonable person, acquainted with the surrounding

circumstances, scope, and intent of the document, would understand by its words.

It is inexpedient to construe one deed by reference to another, and the same word cannot have.

two meanings in the same document unless the context compels it.

The Golden Rule is to ascertain the intention of the parties from all the words used in their
ordlmry and nu‘rural sense, considering the document as a whole.

into account, since the same words may bear different meanings for different persons.

~ When a word can be understood in two senses, the meaning that gives effect to all clauses should

be preferred over one that makes any clause ineffective. e
If there is a conflict betwun two clauses, courts must reconcile them to give effect 1 both. 2k

recom:illafmn is impossible, the earlier clause prevails over the latter.

ILnterpretation of Statutes
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| SUMMARY OF MAXIMS

Toluta sententia

Wgsi'lol“ﬂ non

A plain sentence needs no explanation. When statutory language is clear
and unambiguous, it must be given its ordinary meaning without referring to
external aids. Foundation of the literal rule of interpretation.

-Egﬁ- nt
ﬁudr-ﬂ‘ generis

Of the same kind. When general words follow specific words forming a class,
the general words take meaning from those specific ones. Example: 'Dogs,
cats, and other animals' = domestic animals.

“'"Tw_,:;_s_ociis A word is known by the company it keeps. Ambiguous words take meaning
from those surrounding them to avoid absurdl‘ry g

Ut res magis valeat | Interpret law so that it is effective, not void. Courts preferan ninterprefation |

M pereat that sustains validity of statute.

mnterpretatio fienda | Interprefation must make the statute operative rather than  inoperative.

ut res magis Courts should prefer a construction that gives effect to Jeg4sla'rwe intent iy

valeat quam pereat and makes the law work. !
| ia specialibus | General provisions do not override special ones. In case of conflict, the -
“mon derogant specific provision prevails. = .
Inpari materia Statutes dealing with the same subject matter should be read together to
'- ensure uniform and consistent interpretation. -

-. legum Custom is best interpretfer of law. N
= emporanea A statute or a document is to be interpreted by referring to the exposition

epositio est optimaet

it has received from contemporary authority.

_fortissini in lege

——c]

'Infclllgzncc. can fail, bu1' hard

work never fails"

R et

Interpretation of Statutes
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Feaiyn Exstiarnge )

Management Act, 1999 V 4

Short forms used in this chapter:

%p@;ad Person Forex I Foreign Exchange
’]E)B Agency. Office or Branch Forse | Foreign Securities
T " Capital Account Transaction | IC |Indian Currency
.cuﬁ '. Current Account Transaction . TC | Travellers’ cheque
I-- j':c;_;_FO_"EEQE_CE"m_“CY_ -

syrpose of the Act (Preamble):

An Act 1o consolidate and amend the law relating to foreign exchange with the objective of:
. facilitating external trade and payments and
", for promoting the orderly development and maintenance of forex market in India

’ﬁﬁfh_libzgéli_iﬁfgf o{]:_nd.ixﬂeconomy in 1_951_1, the flow of forex into India ini:r'eased thus increasing

“+he Foreign Exchange Reserve substantially. This Act enables management of such reserves..

@l -rforcement of the Act:

| Although RBI exercises overall control over forex transactions under FEMA, enforcement is vested

n the Directorate of Enforcement (known as ED).

§ =R vs FEMA: § - -

+ Foreign E:@_changﬂegulaﬂog A_ct_@s eng_cfegl |E_1947 whi_c_-l;_@as_l_ufe.-r _r_'e_piach with FERA, 1973.
+ FEMA, 1999 was enacted and maclieffe_c_‘rive__v!._g_._.f.__l_qt June 2000.

Uifference:
N FERA FEMA
Objective of Act Conserve Forex | : Promof@_gnd develop the forex
PRI ' Based on citizenship Based on stay in India
Strictness ;?For'e.x transaction is . Forex transaction is per*n_\iﬁ_e-d:rﬁegs )
| prohibited unless permitted i restricted _
Mens-req (guilty mind) ?p,-_e;ump;ﬁ;f existence of | Mens-rea not presumed. Responsibility
| mens-rea _|of prosecution to prove
C°'"P0undi_ng of offence Not allowed All of fences are compoundable

l

e 1; Applicability
: ?“5 Act extends to whole of India.
- -tldlso applies to all AOB outside India owned or controlled by PRL.

Foreign Exchange Management Act, 1999



https://t.me/+WAAno0lYPU1kOGI1

A . — i

p——————

 —

Sec 2: Definition i

———— ——————————————————————— ——————— —

; Authorised Means:
| Person (AP) *  Authorised dealer
| [Sec 2(c)) *  Money changer

*  Off-shore banking unit
' Person authorised L u/s 10

- | Currency i Includes all currency notes, postal no‘res pos?al or*dgrs money or'de.rs cheg
| [Sec 2(h)) | drafts, travellers’ cheques, letters of credit, bills of exchange and Promisse
| X =1 ! i | notes, credit cards or such other similar instruments, as notified b RBI. '
LE‘_‘E%“_CY_NQTQS___ Means and includes cash in the form of coins and bank notes.
_. Export " Means:

|+ the taking out of Indiatoa place ouTS|de India any goods qnd
i ' provision of services from India to any person outside India.
1 j Foreign Currency | Means any currency other than Indian Currency (IC)

i

=Tk ——=
- | Foreign Exchange | Means foreign currency (FC) and includes:
___![Sec 2(n)] |+ deposits, credits and balances payable in any foreign cur'rency

i - drafts, travelers’ cheques, letters of credit or bills of exchange:

' a. expressed or drawn in IC but payable in FC;

b. drawn by banks, institutions or PROI, but payable in IC.
?@;_‘ Foreign Security |+ any security in form of stock, shares, bond, debentures or other instrument;
[Sec 2(0)] « denominated in FC,
‘ - and includes any securities denominated in FC but redemption or returns

(interest or dividend) payable in IC.

' Import Means bringing into India any goods or services.

4D | outside India
I

‘{ PRI [Sec 2(v)] | Defined below

| Transfer Includes sale, purchase, exchange, mortgage, pledge, gift, loan or any other form
i of transfer of right, title, possession or lien. ;

*0» Person [Sec 2(u)] |i. an individual,

g— j ii. aHUF,

g iii. @ company,

iv. a firm

v. _an association of persons or body of individual

vi. every artificial juridical person, and

vii. any agency, office or branch owned or controlled by such person:

Person Resident | PROI means a person who is not Resident in India

[Sec 2(w)]

£
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E":’EWWM " Sre f.y-j
“person Resident in India” means: D9 00 O & &

jon 2(¥1= - = =4 _

In case of Individual Artificial Person
iy 2 2 At |
— : l y | 1 L d oy | \
A person residing in India for more than 182 days during the course of the any person or
| preceding FY but does not include: body corporate
(A g person who has gone out of India or who stays outside India, in either registered or
case: incorporated in
. | : o e
o for or on taking up employment outside India, or___r(;\g.\\g";%_;ij India
: . Y ) '
b. for carrying on a business or vocation outside India, or l
c. for any other purpose, in such circumstances as would indicate his any AOB in

India owned or

controlled by a

intention to stay outside India for an uncertain period;
(8) a person who has come to or stays in India, in either case. person resident
However, if such person has come to or stays in India for any of the outside India

following purpose, he shall be considered as PRI (irrespective of no. of
a AOB outside

India owned or
controlled by a

days of stay in India in preceding FY):

a. for or on taking up employment in India, or

b. for carrying on a business or vocation in India, or
c. for any other purpose, in such circumstances as would indicate his person resident

intention to stay in India for an uncertain period; in India

~ Concept clarity check:
1 Where a student is leaving India for higher studies, RBI has clarified that they shall be treated

as PROT majorly because of their intention to stay outside India for an uncertain period and the
fact that they start working there to take care of their expenses.

2. Citizenship is not relevant for determining PRI or PROL

3. Residential status is not for a year. It's on a particular date (unlike Income Tax Act, 1961)

4. Is it mandatory for a person 1o reside in India for more than 182 days in the previous FY to be

considered as PRI? - Umm, No. If he resides for <=182 days in preceding FY, but comes to India

|___in the current year for the 3 purpose, he will become PRI in current year.

. -If..{'LE’?'__@(_JZ_B—Zﬁ, Mr. Z stays in India for > 182 days. On 1st June 2026, the person leaves India
--..f°r%|"'_59’flq_r.‘_5;h:|_d_ies. [‘)gfgrmirlg__r‘eSid_e.r_lﬁﬂl status? From 01.04.26 to 01.06.26 - PRL. From 02.06.26 _

OMwards - PROT (irrespective of the fact that he resides for > 182 days in preceding F¥)

change Management Act, 1999

Foreign Ex
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certain that he will not be able to return for a year. He ends up staying with them
a PRI in FY 26-27? No, in FY 26-27, Mr. S is PROI. Even though he resided in Ind
FY 25-26, he has not come for any of the 3 purpose and hence he is not a PRT

a
2. Mr. S comes to India on 01.06.25 for visiting his parents. However, hig parents

Sec 3: Dealing in Foreign Exchange, etc. Ji26k

No person shall:

Deal in or transfer
Forex or Forse to any
person other than AP

make any
payment to/for
credit of PROI

LY Cye f

be received through person other than AP

Note:

»  Financial transaction means:

payment to/credit
of any person or

receiving payment for or

Receive any payment  Enter into Financiql T
from PROI otherwise
through an AP*

—Guovel )
*Where any such payment is Feceweaﬂmouf corresponding inward remittance, it shql| be d
L eem

~on behalf of any person or

fall sick i |
ia for » 182 ':jﬂ}fs

16

Fansacs,.,

in India as considemhon fo
r

acquisition of asset o/ Indi
1 a

ed tq

to draw/ issue/
negotiate any BoE or

trf. security or
acknowledge deb+

- Purpose of this section is to regulate inflow and outflow of forex through APs only.

a.

The above restricted transactions may be carried on:
If otherwise provided in this Act, Rules or Regulation, or

~ b. With permission of RBI (general or special)

Examples to understand Sec 3:

Prin

~ Clause
(a)

A PROI visits India and sells USD 1,000 to

Example

Explanation

Not permitted - it amounts to dealing in

his Indian friend.

foreign exchange without RBI authorisation.

(b)

PROTI holds an Indian insurance policy and

Not permitted - this is payment in India for

asks his brother (}n India) to pay premium.

credit of a non-resident.

(c)

Foreign tourist pays $25 in cash at an

Indian restaurant.

Not permitted - the restaurant cannot cccep?
FC directly; only an AP can receive it.

(4

PRI gives X70k in India to a dealer, who |

arranges for $ 1k in Dubai (hawala).

Not permitted - such hawala transactions

X.
involve unauthorised trf/settlement of forex.

Sec 4: Holding of Forex

Except as provided in this Act, no PRI shall Acquire, Hold, Own, Possess or Transf

e
7

 or immovable property situated outside India.

. — o ch
- Example: If a PRI receives in London $100 in bank account from his uncle, he cannot hld su¢
__abroad. He should remit it back to India.

QesEn Rt SN ST G, (e, Woe Bovgs My € Tndid)

[MT- bal ToF)

- e
er any forex, fors

fuﬁd5

Foreign Exchange Management Act, 1999
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+ Account Transactions:

+ Account Transaction [Sec 2(j)] means transaction other than CAT.

Prcjudrtﬁ to the generality of the definition, CUAT includes:

“yithout

r ents w.r.t., foreign Payments wrt, Remittances for Expense w.r.t

L rade. current business, interest on loans living expenses of foreign travel
cervices. & short-term & as net income parents, spouse and education and

. mnk:ng & credit facility from investments children residing medicare of parents,

K in OCOB abroad spouse and children

-

K iae vision: _

b, Any person may sell or draw forex to or from an AP if such sale or drawal is a CUAT.

i ge,ne,r‘allLsEeakl__g CUAT s freely permitted unless spe.aﬁcally restricted.
] ".’ €6 may, in ¢ in consultation with RBI, impose reasonable restrictions on CUAT.
[RBI cannot impose I restriction on its own for CUAT. It can be imposed by CG RBI)

L—

al UK vendor' by paymen‘r in cash - CUAT -
a UK vendor on credit for . 31 monfhs CUAT

1 Import of machmery for msTaIIa‘rlon in factory fro from
[ 2 Import of machinery for installation in factory from

i (because short ferm banking and credit facilities)

3 PRI gifts $1,000 to PROT - CUAT (note: Gift is gwen
in Indm This will be a CAT and not CUAT as 1 fhiS re.suHs in

¢ Gift (say Rs. 1,000) by a PRI to PROI
alteration of asset of the PROT in India. - . B
Crepi— P.f,'r-‘f_ Dekhe ‘-“h::?__?‘
e -
5 For : L

>

"\-r‘h_ — 'a:'}"' Mo

for following purpose is pr‘ohibufed o= e ay o

. Schedule I: Drawal of forex by any person

900 PVDOD

L %’“'”ancz out of Ioﬁ'er'y winnings, .

; Remittance of income from racing or rldmg etc. or any other hobby,

3 D"”""M for purchase of lottery tickets, bunne,d magazines, foo’rball _pools sweepstakes etc..
Pmm of commission on exports maaé ’fOWﬂf‘dS zquufy '"\'351'"“’—"* in Joint ventures or wholly owned
’“bsldlarles abr ndian cos.,
mf d?::::dIbY o compﬂ“Y 1o wthh the requirement of dividend balancing is applicable,

b P, p@ on expor‘ts under Rupee State Credit Route

(Except commission upto 10% , of .nvolce value of exports of tea and tobacco)

U
3 Poymen related to Call Back Services of telephones.
 Remittance of interest income on funds held Resident Special Rupee Scheme Account N -

in Non-

ange Management Act, 1999 yirs

Foreign Exch
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Purpose of Remittance
Cultural Tours

DIIOvVA ©

2B )

- 4D D @r@@@;@ :
Ministry or Department '".i_‘."_"_;ﬁf'wni
Ministry of (M/0) Human Re;ourzu ' i
Development, Dept. of Education and ¢y
(Now known as Ministry of Education)

| rate prescribed by DGS.

Advertisement in foreign print media by €6 56 & Ministry of (M/o) Finance, Dept, of
its PSUs » $ 10,000. Affairs_ r
Except where such advt, is for the purposes of: S Il
promotion of tourism, i = S -
foreign investmentsand |
international bidding
| Remittance of freight of vessel chartered by a| M/o Surface Transport (Che
PsU i
 Payment of import (through ocean transport) by | M/o Surface Transport (C
. _ a Govt. Department or a PSU on C.IF, basis _ |
~_|(ie., other than F.O.B and F.A.S. basis) ay
| Multi-modal transport operators making Registration Certif -
_ remittance to their agents abroad General of Shippi
[ Remittance of hiring charges of transponders:
'+ TV Channels M/o Info and Br
Internet service providers * M/o Communicatiol
'Remittance of container detention charges >|M/o Surface transport,

| Remittance of prize money or sponsorship of
| sports activity abroad by a person other than

M/o HR Development, Dept
Sports

| International, National or State Level sports

(Now - M/o Youth Affairs and S

| bodies, if the amount involved » US$ 100,000

_‘_ ' Remittance for membership of P & I Club

M/o Finance (Insurance Division)

~|(protection and indemnity insurance)

il
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I. ib..,mhsc © 0 9 0 @ 00 VDD

[ndrwduals - Avail forex facility for the following purpose within limit of USD 2 50,000 only.
ddlfroml remittance beyond limit shall require prior approval of RBI:

private visits to any country (except Nepal and Bhutan)

Gift or donation

A
b
- Going abroad for employment
1 ;| Emigration (permanently settling in a country)*
¢ Maintenance of close relatives abroad
¢ Travel for:

business  attending a specialized for meeting expense of medical treatment/

TR training check up abroad or accompanying a patient

Expenses in connection with medical treatment abroad*

" h Studies abroad™
Any other current account transaction

-No‘re:

1, For_td), (g) and (h), individual may avail forex facility > $2,50,000 if it so required by country of
emugmﬂon medical ms'r!’rute offemng treatment or the university, respectively.
2. Where undwndual r‘emlfs any « umoun'r under 1‘h|s scheme inaFY, the appllcable limit shall be reduced

“APRI but not permanenﬂy resident may remit hls ne.T s::lar*y (aﬂ'er taxes, PF, and other deductions)

aroad if he satisfies any of the followmg
o isacitizen of a forelgn State (other than P_ukl_smﬂ) or
©. isacitizen of India on depuTahon to brunch of a for‘mgn company subsidiary, or JV in India.

Explanation:
A person is PRI but not permanently resident if he resides in India for employment, deputation, or a

Specific job/assignment of limited duration (not >3 years).

Note: Person other than indv. (e.g., company, firm, etc.) may also use forex facilities under the LRS,
Mutatis mutandis within prescr‘ibed limits for the same purposes covered above.

Foreign Exchange Management Act, 1999
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V '3l Facilities for person other than individuals: (29

Following shall require prior permission of RBL: I e,
| Particulars | Purpose . J—_=xceeding Gy
1 Donation | Donation for: Lower of 1% of forex

'a. creation of chairs in reputed educational institution, | earnings during Iq_g-;. 3 FY o
b, contribution to funds (not being an investment $5Million
| fund) promoted by educational institution; and

| €. contribution to a technical inst or body_i_r__t_the ﬁ_gli

|

 EEEEEES R ——— ——— .
{ l of activity of the donor company ] o LU e,

| Sale of Commission (per transaction) to agent abroad for__s_ale___ﬂ{gbe_r of $_2§._000 or 5% ¢
| flats/ ;;lots of residential flats or commercial plots in India Inward Remittance

Jin India

Consultancy | Remittance for any consultancy w.r.t Infra projects and | upto $10 Million pep proj
_per project |For other consultancy procured from o/s India

_Pre-incorp | Remittance as reimbursement of pre-incorporation
expense | expense

upto $1 Million Per project
Higher of 5% of Invest
brought into India or $1

Note:

1. Procedure for drawal or remittance of forex under Sch ITT shall be same as applicable under
2. If the remitter is a minor, LRS form must be countersigned by the natural guardian,

3. Family members' remittances can be consolidated if each member complies with LRS conditi
4. Clubbing for CAT is not allowed unless the family members are Co-owners of the overseas
5. If a CUAT is not listed in any of the 3 schedule, it can be freely undertaken.

Exemptions:

 Perticulars Exemption

 Remittance from Resident

No approval required for transactions listed in Schedule IT ar
Foreign Currency (RFC) Account IIT if made from RFC account,

Remittance from No approval required for transactions listed in Sch IT and IIT
Earners’ Foreign Currency (EEFC) | made from EEFC account, except for: |
Account

.
——

Remittance for membership of P & I Club.
! ] *__Commission te agents abroa
| —_! incorporation ex

___J,WWWM | Person on a visit apb

d or commission for pre-

pense (in excess of limits) :

road can incur expenditure stated in Sch
an ICC (to extent cf card limit) without
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i Capital Account Transaction @

s
vl Account means a Trunsnctlon which alters:
{
ansaction * asset or liabilities (including contingent liability) outside India of a PRI, or

e asset or _h_a_lp_rlh_f_y_ (mc’rudmgcoﬂhﬂgcm-imbrhﬂ Jn India of G__PROI_- il

t' N
Jccf to sub-secﬁon (2) a Person may sell or draw for'ex to or from an AP for CAT.

] lxul'l. ) May Spe. ify:
~ class of CAT involving debt instruments, which is PEFmISSIbIE

limits for such permissible transactions yr : | ' _- _ X

conditions placed on such transactions S —————

: RBI or CG shall not impose restriction on drawal of forex for: - -0 ton
payment due on account of amortization of loans or repayment of loans R -
depreciation of direct investment in ordinary course of business (OCOB) - 3

\Debt instrument means such instrument as determined by CG (+RBI)

G (in consultation with RBI) may specify: 3 B
Class of CAT not involving debt instruments, which is permissible

limits for such permissible transactions

conditions placed on such transactions

=

RI may hold, own, transfer or invest in: %)
2ign Currency  Foreign Security Immovable Property Outside India
ovided that it was '
acquired, held or owned by such person when he was PROI, or
inherited from a PROL

-_."Li Clarification: @‘%
The following transactions are covered u/s 6(4):
. FCaccounts opened and maintained by such person when he was PROL.
:" Income from employment, business, vocation, investment, gift or inheritance while he was a PROT.
._Forex (including income therefrom) held abroad by PRI acquired by inheritance from PROL.
- PRI may freely utilize eligible assets abroad or income/sales proceeds therefrom after returning
to India for making payment or fresh investments abroad without approval of RBI, provided that
cost of investments is met completely out of eligible assets.

Foreign Exchange Management Act, 1999
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PROT may hold, own_ transfer or invest in: @
Indian Currency Indian Security Immovable Property in India

Provided that it was

ocquired. held or owned by such person when he was PRI, or
inherited from a PRI (not PROI)

6. RBI may impose restrictions on branch or of fice or other place in India of PROT.

CAT is broadly split into following categories as per FEM (Permissible CAT) Regulations 2000.

Sch I: Permissible Transaction Sch II: Permissible Transaction Prohibited cAT
for PRI for PROI
Category ” bl SchI* a Sch II: ‘@;
Permissible transaction for PRI | Permissible transaction for PROT L
Investment  Investment by PRI in foreign  Investment in India by PROL: |
securities. (i) subscription to securities of Indian |
- | entities;

. _ T (i) cuptful contribution to a firm etc.
Immovable Transfer outside India by PRI | Acquisition or transfer in India by PROL.
froperty _ : | e
Guarantees  Guarantee by PRI in favour of PROL. Guaramee by PROT in favour of, or on behalf

| of PRL.

Deposits - )  Deposits beTween PRI and PROI

Export import Export |mpor‘r and holdmg of cur‘r'ency | Export, import and holding of currenqr or
or currency notes by PRI. | currency notes by | PROI B

FCaccounts  FC accounts in India and outside India FC accounts in India of PROI.

in India of PRI. __ ) _ - h

Capital assets Remittance outside India of capital | Remittance outside India of capital assetsin

remittance assets of PRI,  India of PROL. .

Derivatives Undertake derivative contracts, Undertake derivative contracts.

* Following are the permissible transactions made by PRI

1 Loans or Overdrafts by a PRI from a PROL.

2. Foreign currency Loans raised India and abroad by a PRI,

3 Taking out insurance policy by a PRI from company outside India.

Foreign Exchange Management Act, 1999
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ibited CA CAT [Regulation 4]: DD €D
prof

o7 shall not make investment in India in any company or partnership firm or proprietary or any
pRL whlch is engaged or proposes to engage | ( N CRAFT ]

1 the business Nidhi agricultural or real estate construction trading in
¢ chit fund, or  Company plantation activities business  of farm houses TDRs

3

PRO ﬁIs are restricted from investment (equity or capital investment, etc.) in business of chit funds
byt may be eligible to subscribe to such chits provided approval of Registrar of Chits or of ficer of
56 concerned is sought and in compliance with RBI T&Cs.

Real estate business shall not include:
development of construction of residential/commercial registered
townships, premises, roads or bridges and REITs.

Transferable Development Rights (TDR)
When a landowner gives their land to C6/S6G for public purpose without taking money, the Govt

gives thema cer‘hﬁcate in return. This certificate allows The owner to use or transfer development
rights (like permission to build extra area) partly or fully to someone else.

 Restriction: No PRI shall under"rake any CAT with a citizen or resident or entity of
democratic Peoples Republlc of Korea (" North Korea”), unless approval from CG.
Nete: Existing transaction with North Korea - liquidate ‘within 180 days of notification

(unless specific approval of CG) B
tzy points related to drawal o ore.x or CAT:
No person shall underTake sell, or draw forex for any CAT wl'rhou‘t prlor approval of RBI.
PRI (indv) may draw fore.x up to $250k per FY lior- such amount as decided by RBI) for Sch I - CAT.
For drawal beyond this limit, specific limits in respective RBI regulations will apply.
For PRI (indv), drawal of forex for CUAT under Sch IIT (CUAT Rules) is included within the same
$250k limit. [i.e., Sch III (CUAT) + Sch I (CAT) = $250k]
No part of $250k drawn <hall be used for remittance to non-cooperative countries or territories
[NCCTs] identified by Financial Action Task Force [FATF] and notified by RBI.

_-;—-—‘-EE ! f_i’g {,._

"Dreams are not those which you see while sleeping,
dreams are those that don't let you sleep”

Foreign Exchange Management Act, 1999 T
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6T LGbiliy

Partnership Act, 2008

fsi';' } Section Name Sec. Section Name
i Short Title, Extent and Commencement 31  Whistle Blowing
2 Definitions 32 Form of Contribution
I~ 3 LLP as Body Corporate 33 Obligation to Contribute
" 4 Non-Applicability of Indian Partnership 34 Maintenance of Books of Account, Other
: Act, 1932

Records and Audit
34A | Accounting and Auditing Standards

-

5 Partners

6 Minimum Number of Partners 35 | Annual Return
7 Designated Partners 36 | Inspection of Docs Kept by Registrar
8 Liabilities of Designated Partners 37 | Penalty for False Statement
9 Changes in Designated Partners ' 38  Power of Registrar to Obtain Info.
10 Punishment for Contravention of Sec 7&9 39  Compounding of Offences
11 Incorporation Document 42 ' Partner's Transferable Interest
12 Incorporation by Registration 55 | Conversion from Firm into LLP
13 Registered Office of LLP & Change therein | 56 Conversion from Pvt, Company into LLP
14 Effect of R_e.gi_étr'qﬁon ) | 57 ;Corw_ from Unlisted Public Company in LLP
15 Nc_:mé_ o ) 58 | Registration and Effect of Conversion
16 Reservation t}?h_lim_e 59 |ForeignLLP
17 Rectification of Name of LLP 60 ' Compromise or Arrangement of LLP
22 Eligibility to be Partners ~ 61 | Power of Tribunal to Enforce Compromise
23 Relationship of Partners . ~or Arrangement
L Cessation of Partnership Interest 62 | Reconstruction or _Amalgumoﬁon of LLPs
. 25 'Registration of Changes in Partners 63 I. Winding Up and D_issoluﬁon
26  Partner as Agent ' 64 | Circumstances for Winding Up by Tribunal
27 Extent of Liability of LLP 66 | Business Transactions of Partner with LLP
28  Extent of Liability of Partner 67 | Application of Companies Act Provisions
29  Holding Out 69 | Payment of Additional Fee
30 Unlimited Liability in Case of Fraud 70 | Enhanced Punishment

The Limited Liability Partnership Act, 2008
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e

-y,

_* Hence, lawmakers felt a need for a hybrid structure combining:

Introduction:

LLP Act, 2008 received President's assent on 7th Jan 2009 and was enacted on Jan 9, 2009,

It comprises 81 sections and 4 schedules.

| Schedules:

I | Rights of partner and LLP in the absence of formal agreement
II Converting a firm into LLP
IIr Converting a private company into LLP

IV Converting an unlisted company into LLP

Need and benefits: !:0; ' S i

_ Traditional parTnershaps expose partners 'ro unlimited personal liability.
*  Companies provide limited liability but involve rigid statutory compliance.

a. Limited liability (like a company),and
___b. Operational flexibility (like a par‘fnershlp) =
* __LLPis an alternative corporate business vehicle Wthh prowde.s this hybr'ld s'rrucfur'e

I Choracteristics of an LLP 0 TR - SN——... -

—

Body Corporate B Perpefual - Separﬁfé_Le;dl_ ) Mutugl Agency
N i ~ Succession ~ Entity e & S
! E '—LLP—?A-Q;-;,en;'I_____ _Et;mr;o_nqszal— fis | _ Llrnrte.d __ ___“_ I Business for
e _ SRt s e Llablllty — pr_r:oﬁ‘l' only
Campromi_sg or _ ol bdﬂvér;ion ) | E-filing of‘ g s F°,"E'.9'1 I:_L_P_S
Arrangement o inte LLP SRS documents

i isti ing i il:

w Agauy -IAII partners are agents of LLP alone. . No one . partner can bind other
his act

UINW | The Ilablll'ry of pa}'tners will be limited to their agreed contribution in LLP.
| contribution may be of 'rungible or in'r_ngible nature or both
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_,.I.rle_'-l'15'

If h

gfitisa body corporate, the address of its registered office.

[5ec 2(1)(a)): "Address” in relation to a partner of LLP, means:
' ¢ is an jndi\‘idUﬂl his usual residential addrgss' and

-orporate [Section 2(1)(d)]:

Includes:

Excludes:

LLP registered under this Act
*  LLP incorporated outside India and

Corporation Sole.
Co-operative Society

uf nm‘ foFIowmg yenr

gich C6 moy, by notification, exclude.

*  Company incorporated outside India. Any other body corporafe
notified by G
ec 2(1 includes every trade, profession, service and occupation except any activity

w- ia !Yg_ag [Sec Z(I)llli - means per'lod fr'om 1st April of a year to 3131’ March of followmg year.

" ample: LLP incorporated on n 15/10/24 - FY will be 15/10/24 - 31/03/26

e

| Foreign LLP [Sec 2(1)(m)]: It means an

n LLP for‘med mcorpora‘red or r‘eg_is'r:er_'eg outside India whlch

establishes a place of business within India.

'Y Ag:_egnent [Sec 2(1)(0)]): means any ¢ wrlﬁzn agreement bethen the partners of the LLP or befwe,e.n et
‘the LLP and its partners which determines the mutual rights and duties of the partners and their

rights and duties in relq‘non to that LLP.

—— o

. Snall LLP [Sec 2(1)(ta)): means an LLP @

— e

o Having contribution <= 25 lakh or
e

h|gher' amount as may be pr'escr‘lbed not > Rs. 5 crores and

Jh Turnover as per “Statement of Accounts and solvency” <= 40 lakh or such higher amount as may be

pr:scnbcd not » Rs. 50 crores or

il
. meets such other terms and conditions a as may be pracmbed

v (] ’

5“"865 otherwise provlded Indian Partnzrshtp Act, 1932 shall not apply to LLP's.

—— e
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a R NOTES NETWORK

@ partners in LLP but exclude an individual if:

Individual or body corporm‘z may become
He has been declared of having unsoun
He is an undischarged insolvent.
He has applied to be adjudicated as an

d mind by competent court.

insolvent and his application is pending.

Concept clarity check: v T
1. HUF is not a BC and hence cannot become parine
2. Can one LLP become partner in another LLP? = Yes. Because LLPs are BC and BC can become

partner. Similarly, foreign LLPs, foreign companies, etc. can also become partner in LLP.

Section 6: Minimum number of Partners: @r‘

T

Minimum- 2 Partners; Maximum- No Limit. —— _ r
Nete: If no. of par‘rngrs is reduczd below 2 and LLP carries on | business for > 6 months, such partne

having knawledge thereof sh sha!l be personally Inablz for‘ ablrgchons incurred by LLP after 6 mon‘rhs

) 90D

At least 2 mdswduafs e as DP and at least 1 DP shall bé._ re,saden’r of Indra

Re.s:dem in India means a person  who has sTayed in. Indm for >= 120 duys during the FY. i

all ners are Bé"

If all pnrfne.rs are BC or if one or more partners are individual and BC - 2 individual partners

_nominees of BC shall act as DP. ) = e

: : -.__ o= .. -

. Appointment: T

- Persons specuﬁed in incorporation document as DP becomes so on mcorpomﬂon

- If such document states " every partner shall be DP", all partners are treated as such.

1= Thzi-mf'rer any parfner may become or cease to be a DP as per LLP Agreement.

3.

4.

|
e
I

Em-y purtnu' nppom‘l‘cd as DP shall give prior consent to LLP. Thereafter, LLP shall file partnculnr-s :
nuch DP with ROC within 30 days of his nppainfmam in prescribed manner. :

lewuoﬁlewifhkoc Liable for Rs. 5,000 « Rs. IOOIdaymax <. up to Rs. 50,000 (LLP) & Rs.25.000(

J Every DP of LLP shall obtain Designated Partner Identification Number (DPIN) fromC6.
Note: Director Identification Number (DIN) and DPIN can be used interchangeably. e

e . et e A R

e —

=z - L ia il
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otherwise provfded, DP shall be

Unifﬁs
respo
liable 0 all p

nsible for doing all acts of LLP including filing of documents, returns, statements etc.
enalties imposed on LLP,

won 9: Changes in P in case of vacancy
g - & o

> may appoint DP within 30 days of vacancy due to any reason.
me there is no DP or only 1 DP, each partner shall be deemed as DP.

1f at anY ti
n: Rs. 10,000 + Rs.100/day max. up to Rs. 1 lakh for LLP and Rs. 50,000 for every partner.

@Imeﬂlﬁ

<oction 11: Incorporation document

_ ion document shall
o have 2 or more persons as subscribers to carry on lawful business with a view to earn profit
-~clude a statement that all requirements of this Act and rules have been complied with:

2
made by advocate, CA, CS, Cost Accountant engaged in formation of LLP, AND

. by any one of the subscribers,
", be filed with ROC, Central Registration Centre imwhich-RO-is-proposed-to-be-situated
.

[I}tommtion Document to include the following:

Name of Proposed Address of  Name & Address of each Other
_ooue Business RO Partner and DP info.
i

E-I* g person makes @ statement
knowing it to be false, or
does not believe it to be true.

 shall be punishable for imprisanmen'r.up to 2 years AND fine of Rs. 10k - Rs. 5 lakh.

.~ AnLLP can be incorporﬁfed with pr‘oﬁ?@_‘[ﬁv-e: ff_{:ﬂﬁﬁ_étaun NPO.

| Section 12: Incorporation by Registration
- On receipt of incorporation documents and statements u/s 11, Registrar shall retain such documents

. od within 14 days:
Register the incorporation document, and

Give the LLP a certificate of incorporation.

Such certificate shall be signed by RoC and authentic
with name specified therein.

ated by official seal. It shall be conclusive
evidence of incorporation of LLP

Statement delivered u/s 11 - Sufficient evidence of compliance with clause (a) of Sec 11.

y Partnership Act, 2008

The Limited Liabilit
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Section 13: Registered Office of LLP and Chunge. therein @
Every LLP shall have a RO to which all notices and communication may be addressed and receive
e -

A document may be served at RO on an LLP or its Partner or DP by
Sending it by post Registered post Any other manner prescribed,

Change in RO- File notice to ROC in prescribed manner.
Penalty- Rs. 500/day up to Rs.50,000 for LLP and its Partners tno+-Bf).

Section 14: Effect of Registration

On registration LLP shall be capable of

Suing or being Doing and suffering all other Acquiring, owning, holding Having q
sued acts BC may do and suffer or disposal of property. common se.|

Section 15: Name &5

Every LLP shall add suffix - LLP or Limited Liability Partnership to its name.
Example: ABC LLP or ABC Limited Liability Partnership.

No LLP shall be registered with a name, which in opinion of CG is:
. Undesirable
Identical or closely resemble to name of existing LLP or company or registered trademark.

Author’'s Note - Sec 15 of LLP prohibifs from using a name identical to that of existing company.
However, sec 4 of companies act, did not prohibit using name of existing LLP. This is merely a lacunae
in law and may be rectified in future by amendment.

Section 16: Reservation of name JZIo%

A person may apply to ROC in prescribed manner + fees for reservation of:

- Name of proposed LLP

- Name to which LLP proposes to change its hame

ROC on satisfaction that the name is not identical or undesirable as per CG, reserves the name for 3
months from date of intfimation.

Note: In Companies Act, as per Sec 4, name of company could only be reserved for 20/60 days.

The Limited Liability Partnership Act,2008
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mel?: Rectification of name of LLP JS RE5R
standing anything contained in sec 15 & 16, during its first registration or upon registration with

y name, if LLP is inadvertently registered with name identical or too similar to:

X Any other LLP. OR

A registered trademark under Trade Marks Act, 1999

5ec

Notwith

-G, upon application by affected LLP, trademark proprietor, or company, may direct LLP to change its

_ame within 3 months from date of such direction.

Note: Application by proprietor is to be made within 3y of incorporation or change of name.
on such change of name - notify ROC within 15 days. RoC to make changes in CoI within 30 days.

1¢ LLP is in default in complying with any direction, CG shall allot a new name and the RoC shall enter
the new name in register in place of the old name and issue a fresh CoI with new name.

Note: Nothing shall prevent a LLP from subsequently changing its name.

Note: Unlike sec 16 of Companies Act, here CG cannot suo-motu order for rectification of name.

Summary of steps to incorporate LLP

Reservation of name : Applicant File e-Form FiLLiP Execution of LLP agreement and
| has to file e-Form RUNLLP for -} for incorporating -> and shall be filed within 30 days
the same. new LLP. of incorporation in e-form 3

Section 22: Eligibility to be partners

On incorporation of a LLP, the persons who subscribed names to incorporation document shall be its
partners and any other person may become partner of LLP in accordance with the LLP agreement.

Section 23: Relationship of partners

Fi Save as otherwise provided, the mutual rights and duties of:
; *  Partners of a LLP (inter-se), and
LLP and its partners
shall be governed by the LLP agreement.

¢ LLp agreement & any changes made therein shall be filed with the RoC in prescribed manner + Fees.

Any agreement in writing between LLP and subscribers before incorporation shall be valid only if
ratified by ALL partners upon incorporation.

4 _ :
In absence of agreement, the mutual rights and duties shall be determined by the First Schedule

The Limited Liability Partnership Act, 2008
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\ VVOURY

C \ \ U/
Section 24: Cessation of Partnership Interest 0

1. A person may cease to be a partner:
in accordance with LLP agreement with other partners or,
*  inabsence of agreement, by giving notice in writing > 30 days to other partners of his intentigp

2. A person shall cease to be a partner of LLP in case of
Death of partner or Declared to be of unsound applied to be adjudged as an insolyent on
Dissolution of LLP mind by competent court declared as an insolvent,

3. Where a person has ceased to be a partner of a LLP, the former parfner is to be regarded as sti|| be. -
a pcrtner of the LLP unless- -
*  the person has notice that former partner has ceased to be a partner, or
*  Notice that former partner has ceased to be a partner is delivered to RoC.

4. Ce.ssahon of partner does no'r dnscha}*ge a parrner of obllgahon incurred while being a partner.,

5. Wherea parfne.r of a LLP ceases 1'0 be a pur‘Tne.r' the former partner or a person entitled to his sh :

in case of the death or mso!vency shall be entitled to receive from the LLP-

- Actual partner contribution made by such former partner,
: Righf to share in accumulated proﬁt after deduction of accumulated iosses

6. Former par"fne.r‘ orentitled person (dea‘th/msolvzncy_}_sﬁﬂl not hcwe cmy r'ighT to n_n‘rer'fere in manageme 1
of LLP.

Section 25: Registration of changes in partners RC14%

1. Partner shall inform LLP of any change in name or address within 15 days of such 1 change.

2. A LLP shall file a notice with RoC within 30 days e date beco es/ceases to be a pcrr‘l'

m case or when there is any dhunge in the name or address of a par'fner'

9.s Such notice , filed with RoC ' shall be-

In prescribed manner + Fees

|gn¢d by bP el L s Tt AL N

If relates to mcommg partner', shall con‘l‘am a s'ra‘reme.nf ‘that he consents to become n par"fﬂ

i 4 A N AN S e S e
:

i s;gne.d & au?hmﬂcaud in pmcrihed manner.

e — - - m——— — E —_—— - — s = SR

4. |Penalty: | R ye——
If LLP contravenes - Rs. 10 000 for' LLF & each DP, X

If individual partner controvmu Rs. IO 000 ) for such partner.

The Limited Liability Partner ship Act,2008
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e PﬂrTner‘ may file the above notice with RoC if he has reasonable cause to believe that LLP may
i file such notice. RoC shall thereafter obtain confirmation from LLP w.r.t. such cessation.
, confirmation is given by LLP in 15 days, RoC shall register such notice.

gf
sction 26: Partner as agent JE | &
- m,—g are agent of the LLP but not of other partners.

ection 27: Extent of liability of LLP
(L is not bound by an act of a partner if-
such partner has no authority of doing such act.

The person knows that he has no autherity or does not know or believe him to be partner.

[P is liable to any person for wrongful act or omission by partner in course of business.
The obligation of LLP shall be solely obligation of LLP.

The liability of LLP shall be met out of property of LLP.

Section 28: Extent of liability of partner
e is not personally liable, directly or indirectly for obligation solely by reason of being partner.

b 4 sartner shall be personally liable for his own wrongful act or omission but not for wrongful act or
| omission of other partner.

i Section 29: Holding out

Wnere any person B
* who by words spoken or written or by conduct,

represents himself or knowingly represents himself as partner of LLP,

such person is liable to any person who has on the faith such representation

given credit to LLP (whether or not the person representing himself to be a partner knows that
! such representation led to the person giving LLP the credit)

However, the LLP receiving such credit shall also be liable to extent of credit received,

Ly = g

Where after a partner's death the business is continued in the same LLP name shall not by itself make
his LR or his estate liable for any act of the LLP done after his death.

The Limited Liability Partnership Act, 2008
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ra

-

i mdybe:cmsihe provided information to court or tribunal.

MNTERINOTES NETWORK

Unlimited liability in case of fraud:

gection 30 Unlimited liso®

where act is carried out by LLP or any of its pariner
with an intent to defraud any creditor or any other person “

she liability of LLP & responsible partners shall be unlimited for all debts & other liabiljy,
} WO Es

L

Lowever where such act is done by partner, Liability of LLP = Liability of partner, Unless pory
< “ e hqs

acted wthout aut hority.

Every person who was knowingly involved shall be punishable with
- Imprisonment upto 5 years and

Fine Rs 50,000 to Rs.5 Lakh.
Where an LLP or partners or emplé}vee hni:gn_duc’r_e_d_b_qs_ipess in fraudulent Sr— T
compenscte 1o uﬂ person who suffered losses or damages. — e 1o .‘

However, LLP shall not be liable if ‘rht’T abqve person acted wﬁhou‘_r_ﬂowlédge of LLP, ~

“—

Section 31: Whistle blowing JRIDAC 16 e

Court/Tribunal may reduce or waive penalty against any partner or emploﬁ'gifﬁg&ﬁ;ﬁ%— —

» ME provided useful information during investigation of such LLP; or —
when information given by him leads to LLP or any partner or employee being convicted,

?'_E Pcﬂﬂﬂ' or employee may be j
Discharged Suspended Demoted Threatened Harassed

Fortrer For_{_tri?mion_!my consist _oi tangible (movable/immovable) or inﬁngible property or r}fhir_‘
berefits including money, promissory notes, and agreements to contribute cash or property, etc.

m 7 4 P '_—_ﬂ -
ary value of partner’s ““f_’_"bfij’lp_ﬂ_ _5_'_‘?" be accounted and disclosed in the accounts.

-

= —— e — e

Jation

Yo contribute

contribute shall be as per LLP agreement,

B

Tre cbligation to

Acredit I e | SR e
. or may enforce partners 1o contribute as per original obligation if he extends credit by rei"d

Sy 'Hwh"“wmw’ngrmnt.

e —
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%rion 34: Maintenance of Books of account, other records and audit, etc.

5 :
oks of account (BOA) shall be maintained on cash or accrual basis as per double entry system

.‘-.-‘OPQE-B‘Q_
.-Tpo for presr_r'ibed period of time.

, S@m;_rgfof_ﬁgcguntqnd Sclvency (SAS): Every LLP shall prepare such statement within 6 months
! ¢om end of FY signed by all DP's and filed with RoC in prescribed manner.

| ,-counts of LLP shall be audited as may be prescribed. C6 may exempt certain LLP from audit.

senalty for contravention:

M contravention Penalty
Non-compliance of filing with RoC LLP: Rs. 100/day up to 1 Lakh

Every DP: Rs. 100/day up to 50,000

e
\lon-compliance of

Maintenance of BOA LLP- 25,000 to 5 Lakh
Maintenance of SAS Every DP- Rs. 10,000 to Rs. 1 Lakh
Audit of BOA

Bl section 34A: Accounting and auditing standards

°z in consultation with NFRA to prescribe Accounting & Auditing std (as recommended by ICAT)

Section 35: Annual Return

. Every LLP shall file an annual return duly authenticated with RoC within 60d of closure of FY.
Example: Closure of FY- 31st March, then due date of filing - 3#*30th May.

- Zenglty: Rs.100/day max. up to Rs. 1 lakh for LLP and Rs. 50,000 for every DP.

Section 36: Inspection of document by registrar

Enl '
cllawvng documents:
Incorporation doc.
shall be available for inspection to any person as per Pr‘esaribed P

Name of partner & changes SAS Annual Return
ules.

Section 37: Penalty for false statement @
If in any return, statement or other document any person
which is false in any material particular, knowing it to be false; or
which omits any material fact knowing it to be ma
“ill be punishable with imprisonment up 1o 2 years AN

makes a statement

terial
D fine 1 lakh to 5 lakh.

The Limited Liability Partnership Act, 2008
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—

W N

P

i

Section 38: Power of registrar to obtain information

RoC may require any person (including any present or former partner or DP or employee

) of L|_p

answer any question or supply any details or particulars in writing within a reasonable Period
Failure to provide above info. - RoC shall have power to summon that person to appear in PEFSon
Contravention: Fine Rs. 2,000 to 25,000.

Section 39: Compounding of of fences

For this section, RD means Regional Director or officer not below rank of RD authorised by 6

RD may compound any of fence which is punishable with fine only by collecting a sum which may ext
up to max. fine for such offence but not less than min. fine for such offence. 3

Compounding shall not apply to offence committed within 3 years from the date on which simil
]
offence was compounded.

Note: Second or subsequent offenc_e_of?er' 3 years shall be deemed to be first offence.

ure for co dl

Apphconon to be modz to RoC who shall forward it, Toge'rher with his comments thereon, to RD.

- Where any offence is compounded (whether before or after institution of prosecution), intim

RoC within 7 doys from date on L-Ui‘llch offence is so compounded

Consequences of commgd_g_ -
Where compounded before institution of pr-osecuhon - No prosecuhon shall be instituted

- Where e compounding is made after institution of pr‘OSecuTion RoC to intimate such compoundi

to court where prosecution is pending & Ther'e.offer offender- sholl- be dfschorged

 While dealing with proposul of compounding, RD may direct Dﬁ; partner or employees to file suck
return, account or other doc. as may be specnﬁed in the order.
Failure to comply with above order - Max amount of fine - Twice the amount provided in correspondi

section in which punlshmenf for such of fence is provided.

Assignment And Transfer Of Partnership Right
Section 42: Partners fransferable interest ‘@;— ' '

Rights of a partner fo:

+  a share of profits & losses and

- receive distributions as per LLP agreement
" are transferable either wholly or in part.

The Limited Liability Partnership Act,2008
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ransfer of any such rights does not by itself:
cause disassociation of partner or dissolution or winding up of LLP.

cnmie transferee to participate in management or access information w.r.t. LLP transactions

|
i can\-'trsio” into LLP

Sec Conversion As per provision of:
Firm to LLP Second Schedule
Private company to LLP Third Schedule
Unlisted public company to LLP Fourth Schedule

section 58: Registration and effect of conversion

. Registration:
On satisfying that firm, private company or unlisted public company has complied with schedules,

RoC shall register documents & issue certificate of registration.
LLP shall be effectively incorporated from the date mentioned in the certificate of registration.

: LLP shall, within 15 days of date of registration, inform Registrar of Firms or RoC about such conversion
& particulars of LLP in prescribed manner.

i Upon such conversion, LLP and partners of such LLP shall be bound as per respective schedule.

Z*fect of Registration:
Notwithstanding anyfhmg contained in any other law, from date of regasfmhon
There shall be LLP by name speclﬁed in certificate of re,glstr'a*rlon reglstered under this Act;
All tangible (movqble,/|mmovable) & |nmng|b|e property, all assets, interests, rights, privileges,
liabilities & whole undertaking of ﬁr'rn/co shall be transferred to and shall vest in the LLP; and
firm or company, shall be deemed to be dissolved & removed from records of Registrar.

Section 59: Foreign LLPs
C6 may prescribe rules in this behalf (similar to Companies Act 2013).

of LLP @

. Compromise or arrangement (C/A)
Where a C/A is proposed between
LLP and its creditors; or LLP and its partners
On application of LLP or of any creditor or partner or liquidator (in case of winding up),
rs/partners to be called, held & conducted as prescribed.

Tribunal may order meeting of credito

The Limited Liability Partnership Act,2008
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Section 61: Power of Tribunal to enforce compromise or arrangement

Sanction of C/A.
If majority representing 3/4th in value of creditors/partners agree to any C/A, and

Such C/A is sanctioned by the Tribunal by order L,
Such C/A shall be binding on all creditors /partners / LLP / liquidator and contributorieg. —

No order sanctioning any C/A shall be made by Tribunal unless it is satisfied that LLP has discloseq
All material facts including latest financial position; and

pendency of any investigation proceedings.

File with RoC: 4

Tribunal's order shall be filed by LLP with RoC within 30 days after making such order and shall huv'g-.

effect only after it is filed. :

Penalty for non-filing: Rs. 10,000 + Rs.100/day max. up to Rs. 1 lakh (for LLP) & Rs. 50,000 (for DP).

The Tribunal may, at any time af ter anapplication has been made, stay the commencement or cominumioﬁiﬁ
of any suit or proceeding against LLP on such terms as the Tribunal thinks fit, until the application is
finally disposed of f. F

i

Where the Tribunal makes an order sanctioning a C/A in respect of a LLP, it:
shall have power to supervise the carrying out of C/A, and
may, give directions in regar‘d to any matter or “make such modifications in the C/A as it mcry

consider necessary for the proper working of C/A.
If the Tribunal is satisfied that a C/A sanchoned cannot be worked sahsfuctorlly, it may,

- either on its own motion or

on the application of fany persnn mTer'esTed in the uffmrs of LLP;

make an order for winding up the LLP

Section 62: Provisions for facilitating reconstruction or amalgamation of LLP

Where an application is made to the Tribunal u/s 60 and it is shown that:
C/A has been proposed for a scheme for reconstruction or amalgamation of »=2 LLP; &

. Under the scheme, whole or any part of undertaking, property or liabilities (UPL) ©
concerned is transferred to another LLP

Tribunal may, either by order sanctioning the C/A or by a subsequent order, make provisions for ﬂ“ 0"

f any LLP

any of the following matters, namely:
a transfer to the transferee LLP of whole or any part of the undertaking, property and liability O_f

any transferor LLP;
b. continuation by/against transferee LLP of any legal proceedings pending by/against transferor

c.  dissolution, without winding up, of any transferor LLP;

The Limited Liability Partnership Act,2008
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for person dissenting from C/A;

ov|5l0n
cuch incidental, consequential and supplemental matters as are necessary.
¢
such ¢/A proposed amalgamation shall be sanctioned by Tribunal unless the Tribunal has received
ceport from RoC and Official Liquidator that affairs of LLP have not been conducted in a manner
-Pmud.cml to interests of its partners or to public interest.
[ Where an order provides for transfer of any property or Imbrhfles then, by virtue of the order, it
“ehall be freed from any chnrge {only if the order so d:recfs)

File certified copy of NCLT order with ROC - Within 30 days

Section 63: Wmdmg up and dissolution b
. The winding up of LLP may be either voluntary or by Tribunal and LLP, so wound up may be dissolved.

i ...P L? may be wound up by Tribunal where:

LLP_de.r:lde.s that LLP be wound up By Tribunal: -
 For more than 6 months, number of partners of LLP is r-e.duced below two; -
g’ LLP has acted against interests of sovereignty ‘and lnTegrafy of India, Secur-nfy of *rhe State or

N publlc order:
_ LLP has made default in ﬁlmg o with The RoC, the SAS or AR for any 5 consecutive FY or

. Tr‘lbuml is of the opinion that it is just und equutabl_e that the LLP be wound up.

-

8 Section 66: Business Transactions of Partner with LLP
. PQI"‘!'ngr- ' may lend money & transact busmgss with LLP d hcss same rights and obligation as non-partner.

-

Section 67: Application of the Provisions of the Companies Act
1% +=2 Mmay, by notification direct that provisions of Companies Act shall apply to LLP with such exception,

modﬁﬁlj_lp_n & adnpmhon as may be SPEC'f‘Cd

copy of f every nohﬁcotloﬂ proposgd Lay before Parliament and get it approved.

Section 69: Payment of Additional Fee
m’ d°CurnenT or return to be rzgastercd or fi

led with RoC is not filed within prescribed time, it may
"eSISfer-ed or ﬁled after that time, on payment of such additional fee as may be prescribed,
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imprisonment as provided, but

The LLP or any partner or DP shall, for second or subsequent of fence, be punishable with

| * with a fine which shall be twice the amount of fine for such offence,

| LLP vs Partnership Firm

Differences with other forms of organisations

Basis LLP Partnership Firm
’ Regulating Act LLP Act, 2008. Indian Partnership Act, 1932,
Body corporate Yes Not a body corporate
.L Separate legal entity Yes No
| Creation By registration under LLP Act By agreement between partners
‘ Registration Mandatory Voluntary

Perpetual succession

M_e._m_bf_z__r's may join or Igw_g_buf its

existence continues forever.

It has no perpetual succession.

| Suffix Limited liability Partnership (LLP) | No guidelines
Liability Limited to agreed contribution Liability of partner - Unlimited.
Mutual agency Partner can bind the LLP by his own |Each partner can bind firm as well
- acts but no other par'fner'_su.' : as other partners by his own acts,

Designated partners »>= 2 DP & >= 1 resident in India. No such provision

Common seal It may have its common seal No such concept in partnership

Legal compliances | DPs are responsible for all the | All partners are responsible for all
compliances and penalties the compliances and penalties

Annual filing File SAS and Annual Return. No such requirement 3

Foreign partnership Foreign nationals can be partner Cannot be a partner. R

_ | Minor as partner

Neot allowed (even for benefit)

Yes. Can be admitted to beneﬁTL

@; LLP and Limited Liability company
Basis LLP Limited Company
Regulating Act The LLP Act, 2008 The Companies Act, 2013. 8

Contributors are called

Partners

Members

—

Internal governance

Governed by LLP agreement

Regulated by statute i.e. Co. Act L

-

Suffix Limited Liab partnership or LLP  |Private Limited or Limited __{

-, Numbers of partners/ Min. 2; Max - No limit Pvt company: Min. 2; Max. 200
i | members Public co: Min. 7; Max. No limit _}
Liability To extent of agreed contribution |Limited to unpaid amount of shares_
Management Managed by DPs Managed by BoD I—

~ [Min. no. of directors/DP |Minimum 2 DP Pvt. Co.- 2 ; Public co. 3 directors
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. Summary of Time Limits in LLP Act, 2008

or AR for 5 consecutive FYs.

Love.  Arom

— Eé";o.F’TFLwMDEQ

T
| Sec.h No . : : Summary of Time Limits
7 R_e_sde_rjq in India means a person who stayed in India for not less than 120 days during
'3 the FY.
~ 7(4) |LLP must file consent of individual to act as DP within 30 days of his appointment.
9 LLP may appoint new DP within 30 days of a vacancy arising.
" 12(1) |Registrar must register doc and issue COT within 14 days of receiving complete docs.
16(2) |Registrar may reserve a name for 3 months from date of intimation.
17 Rcchﬁcuhon of Name:
J * LLP must change name within 3 months of CG's H:rechon
* Must notify Registrar within 15 days ofﬁ;t;\ma_nge
* Must change name in LLP agr‘eemem within 30 days of new COI
» Trademark proprietor can apply within 3 years of LLP's mcorpom‘non or name change.
| 23(2) |LLP Agreement to be filed in e-Form 3 within 30 days of the date of incorporation. ¢
IE 25 Changes in Partners: _ -
- Partner must inform LLP of name/address change wﬂ‘hln 15::13@? sucF\_chunge
| ! « LLP must file notice for partner entry/exit within 30 days of the , event.
1 « LLP must file notice for partner detail chaﬁge within 30 days of Chaﬁ:q;e_.- i .
| 34(2) [5AS to be prepared within 6 months from the end of FY and filed with ROC.
| 3501) | Annual Return (AR): Must be filed within 60 days of closure of FY r
| 39(4) |Intimation to Registrar must be given within 7 days of compounding offence.
| 58(ii) |Converted LLP must inform prior registrar within 15 days of its LLP registration date.
| 60(3) | Tribunal's order must be filed with Registrar within 30 days after order is made.
| 62(3) |File Tribunal Order (Reconstruction): Must be filed with Registrar within 30 days after )
y order is made.
64 Grounds for Winding Up: Includes if partners <2 for >6 months, or default in filing SAS N
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chupt."s MNMZoriSn: Surnniesivs

Useful for Exam

’ Summary of CG's Powers delegated to RoC or RD /

m- Power of CG Delegated to
1’&5’_ Determining whether a proposed name is undesirable. ROC
8 Approval for registration (to the extent of granting license and initial ROC
- registration) [except conversion] ]
"8"—____ Revocation of the license of section 8 company RD
' r—_ Approval for alteration of MoA or AoA of section 8 company (except ROC
1 in case of conversion)
p—
18(4) Approval for alteration of MoA in case of conversion into another RD
,_ kind of company.
TI_STZJ Approval in writing for change of company name. ROC
_T1_3(4) Approval for alteration of MoA relating to the place of the RO from RD
T |one State to another.
13(9) Disposal of the application for change of RO (from one State to RD
1 "~ |another)within60days.
118 Power of CG to direct rectification of name suo-motu or on application RD
166(2) Tribunal shall give notice of application u/s 66 to C6, Registrar, SEBI RD
__ : and creditors - B
|87 Ordering rectification of the Register of Charges in cases of default RD
—,r_ (omission or m:sstatemenf) -
_ |94(5) €6 may direct for immediate inspection of Annual Return and other RD
1T ldocuments. -
: 111(3) C6 may declare that members' rights to circulate resolutions are RD
_. " being abused (to secure > needless publucnfy for defamatory matter).
_|140(1) Previous approval for removal of an auditor before the expiry of their RD
L__ _ term.

Important Summaries Useful for Exam
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/ Matters requiring Ordinary Resolution of the Shareholders '

T—g;‘:—\ o - - Erqw_mon |
)  Name Clause - If reser vation of name is done using wrong mforma'rmn RoC mﬁY--’;flr‘l;ft- |
Jl company to change name in 3 months by passing OR ~ |
1 | Rectification of Name - _ |
43 | Issue of Differential Voting Right (DVR) Shares - |
61 | Alteration of capital clause of MOA, if authorized by fhef.’ﬁ{‘ﬁs_% per sec 621~
62(b) |Issue of further shares to employees under a scheme of Employee Stock Op‘hg;'mq}'{---«
| | (ESOP) - In case of Private Company and Specified IFSC Public Company,
63 J'Caplmhzmg of its profits or reserves for issuing fully paid-up bonus Shw:—' —
73 | Resolution for accepting deposit u/s 73 - ——
102(2) | Declaration of any dividend at the AGM is an ordinary business requiring oR
139 | The appointment of an auditor by a company other than in case of the first auditors,
148

| Remuneration of cost accountant recomm. by audit committee & considered by board

/ Matters requiring Special Resolution of the Shareholders ,

| Sec Provision
9 |Inclusion of the Entrenchment provision in AoA of public company.
8 | A company registered u/s 8 which intends to convert into a company of any ather kiF
12 | For change of RO of the company outside the local limits of any city, town or village. |
13| For change in MOA-name clause, domicile clause, objects clause, liability/capital clause. |
14 |For alteration of AOA of the company.
27 | For variation in terms of contract or objects for issuance of prospectus.
41 | Toissue Global Depository Receipts in any foreign country.
42 | To make an of fer or invitation to subscribe to securities through private placement.
| 48 | For variation of the rights attached to the shares of any class.
| 54 |Toissue Sweat Equity Shares.
35 | For issue of preference shares subject to authorisation by articles.
62 | Toissue ESOPs by public company (except specified IFSC public cos, requiring OR).
For determining terms of issuing optionally convertible debentures or loan.
66 | A co. limited by shares or by guarantee + having a SC, to reduce the SC in any manner-
68 | For authorisation of Buy-back, -
71 | To issue convertible debentures ]
94 | To keep registers or copies of return at any other place in India in which more than one-
tenth of the total number of members entered in the register of members rgsf_e-______
140 | For removal of the auditor appointed under section 139 from his office before the

expiry of his term, subject to obtaining the prior approval of the C6.

Important Summaries Useful for Exam
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y

’ Important limits in Companies Act, 2013

SECfion l

Provision
Associate

company

—

=

- Rule GA

00

Government
Company
Small

Company

Subsidiary
Company

Incorporation

‘Section8

Company

Alteration in
MOA/ ACA
Alteration in
MOA/AOA

Service of

Documents

» PUSCs-F

Limits

Significant Influence 20% of the total VP or participation

> means control >=
n business decisions under agreement,

’1% held by €6, any 56, partly by CG + partly by 1 or more SG;
Includes subsidiary of such CG.

Other than a public company having:
» PUSC <= 4 crores

» T/0 <= Rs.

>

, and
40 crores

 Exception - Holding/subsidiary, special act company and section 8 company

A company in which the holding company:
» Controls more than 1/2 of total VP on its own or with other subsy; or
» Controls the composition of BOD.
1. Reservation of Name:
a. Upon receipt of applin u/ss (4), the Registrar may, on the basis of
info. and docs furnished with application, reserve the name:

For 20 days | From approval or such other prescribed period
in case of New Company
For 60 days |From approval in case of Existing Company.

MVIREY Application for extension of time can be made before
expiry of 20 days as follows:

Another 20 days (Total 40 days) Fees Rs. 1,000
Further 20 days (Total 60 days) Fees Rs. 2,000
40 days in one go (Total 60 days) Fees Rs. 3,000

| 1__ For fh;. C_ompany:

> Fine: Minimum %10 lakhs, extending up to X1 crore.

2 For Directors and Officers in Default:
Fine: Minimum 25,000, extending up to X25 lakhs. i

(1) [_)efaulT > Co. + OID - Liable to penalty of Rs. 1,000 for ever-?_co;;

issued without alteration. - _
If default u/s 17, the such company and ever‘y OID shall be Imble for eq.uh
Rs. 1,000/ day upto max Rs. 1 lakh. o
Company, u/s 20 (2), docs may be served only on members

e

default -
In case of Nidhi

| who hold shares more than:

Rs. 1,000 in face value or
1% of the total pUSC whichever 1s less.

ortant Summaries Useful for Exam
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39,

26 | Prospectus i Issue of prospectus in contravention of this section - Company -Ghd -Ev-e_-ﬂ
| A | person who is knOW!ﬂgly_ﬂ_ Pa_rty_: F5_5000(? 1’_0 R_S 3_|EH_'LS - Ty

Rule | Application | If minimum amt not subscribed + Application money not rECEiVEd_-@-i_T_H?'
. n

11

|
|

—_— e

money

| with intt. @15% p.a.

prescribed time - Application money to be repaid within 15 days fpg, Cloge]
. e
| of issue. b
| If not repaid - Directors who are OID - Jointly & severally liable 1, repay

40 | Underwriting

| Brokerage or commission rate - Max 5% of issue price (shares) opm

2.5% of price (debenture) or rates as per AOA - Whichever is lowep

.42, Rule | Private

i

; - ; i kind ok a2
Identified Person shall <= 200 in aggregate in a FY for each kind of security

14  |Placement | Exclude QIB and employees to whom shares issued under ESOP
| _____J 1','_. __s_h-:_t-ll_ d!l_o;_i_ts_;g-ﬁ_riﬁes wifhin_ElQ__days from receipt of Qpp“mﬂo;
i T s ‘money L g ) 7
e . * __Company If co. fails to allot securities in 60 days - Repay same within|
15 days from expiry of 60 days . 1
! - If company fails to repay - It shall be liable to repay that [none.y_ +In’r«;1
i @ 12% p.a. from expiry of 60th day (read again, from which da;?j 3
48 Variation in | Consent of >= 3/4th of issued shares of that class or by SR passed at q
the rights of | separate meeting. e B -
' SH For other class of SH getting affected - Consent of 3/4th or-5SR. 3
| Appeal against variation to NCLT- Holders having >= 10% issued _sia_r'; oF
that class, did not give consent or voted in favour of the SR. B
53 |Issueof | Default under this section: BT
 share at +  Co. and OID - Fine up to amt. raised through such issue or Rs. 5 lakhs,
[ discount whichever is less, and ]
- Company shall also be liable to refund such money + Intt. @12% p.a.
| from date of issue of such shares
54 | Equity share
Maximum issue | In a FY, a company shall NOT issue SES > 15% of
. _ size per year: | existing PUESC or issue value of Rs. 5 crores, whichever |
1l 37 : __ ' | is higher np -
T"-'L" _: g 13 0% Provided that, issuance shall not > 25% of PUESC at any |
| | time.
3 T Prov. further that - In case of Startup - Issue not’]
50% (instead of 25%) of its Paid up equity share capitd]
i upto 10 years from incorp. —
55 |No.of years | > Redeemable Preference shares for <= 20 years, =
of pref. » For infra company - 30 years + Redemption option >= 10% from 2
shares year onwards on proportionate basis. = —
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T"’“"’ for | Delivery of certificates of all secur'ifie.s, in case of:
?;._(/ ’; delivery Subscribers to MOA within 2 months from date of incorporation.
4~ | of share » Allotment of shares within 2 months from date of allotment.
1 fﬁ_f‘}ftiﬁcme » Transfer/transmission - Within im from receipt of instrument.
4l I > Allotment of debentures within 6 months from dc date of allotment. J
',/é'{fj Further issue As per Rule 12A, CG has prescribed time to accept of fer shall not be < ¢ 7d.
r,f"fﬂ of 5C InPvt. co (92 + 137) - If 90% of member give consent, then « Ibd_q_ll_t_)\'t_c_d_ﬂ
'Eﬁg Restrictions | Public company cannot give loan to its employees (other than its directors |
- |on purchase | or key managerial personnel)>= 6 months of their salary/wages to purchase |
| of own share | or subscribe for fully paid-up shares in the company |
{ BUY‘E'“E'E_Q‘C_ 2 » Without SR - Authorized by AoA + BR where <= 10% of PUESC + FR
’_;fjﬂ_cgﬂtiis__ » Max buyback in a FY - 25% of PUSC + FR
] > _Max buyback in case of equity shares - 25% of PUESC.

'ﬁ-m Debenture

18

-

=

————ee

Deposit/Investment: , 5
| Company which has raised debentures shall o e W

on or before 30th April in each year,
+ _in respect of debentures issued by such company. lﬂVBS'f or d*lPGSIt 3 %

a sum not less than 15% of amount of debentures maturing on 31st |

March of next year S

~ 73 | Prohibition xemption to Private Companies: [
B lor excepting | The above provision of Sec ?3(2) clause (a) to (d) shall no'r apply toa PvT ="l
3 | deposit company which: Se
| a. accepts from its member’s monies not > 100% of PUSC + FR + SPA. or | .
b. is astart-up For 5 years from the date of its incorporation; or i_ A
c. Fulfils ALL the following conditions:
Not an associate or subsidiary of any other company
| Borrowings from banks/FI or BC is < Lower of - 2x PUSC or Rs. 50
.,:_ crores, AND
B . Co. has no subsisting default in repayment of borrowing at time of
-@-__ accepting deposit.
2N However, the above cos. will have to file details of deposit accepted
= with RoC (Form DPT-3).
j'a___?_'é_ Deposit > DRR - At least 20% of deposits maturing the next year on or before |
. April 30th of each year. s
4 |General > Less than 6m m deposits? - ‘May be accepted, but min. 3m, up to: 10% of |
L |points of e R I
Nl Deposit > Max amount of deposit 1 that can be received by: S S
EMmbm - 10% of PUSC+FR+SPA, Public - 25% PUSCs
FR+SPA
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Eligible G_overnment Company: 35
From members only (Sec 73):
Other Co: 35% of PUSC+ FR+SPA.

IFSC or Private Co: 100% of PUSC+ FR+SPA

% of PUSC+FR*SP,¢‘

76 | Deposits Ehglble public co: o
| ‘froF:n public ' Net worth »= Rs. 100 crores or \\\
[ Turnover >= Rs, 500 crores
! i | Has passed SR [or OR in case where deposit g Within fjm;
i | and filed the same with ROC - s s 0{1}{:}
. 86 | Registration If company is in default in complying wiTh;:;n; _Cl_f__Til_e bro m]
| ‘ of Charges Chup'rer penuify Company - Rs. 5 lakhs and OTY - Rs. 50,00 Und fhis
{ | If willfully furnishes any false/incorrect infq.- Liable fop Oetion g
90 | Significant My
———e— _?lg_znzﬁciui Sub -section (10) (11) m |
| owner Failure | Fails to make | Co. fails to maintain W
i i T __|declaration register or allow f_UPﬁis-hr,g
| | i u/ss (1) inspection thereof false Tiga
=1 | Liable Person Company  |OID SwhpererT
e | Penalty _|Rs.50000 |Rs.1lakh |Rs.25,000 |shalbgjgys |-
,' Continuing | Rs. 1,000/ __Rs_._t_i@dgx Rs. 200/day fnﬂ&ﬁ ws |11
| day T
| Maximum _ |Rs.2lakhs |Rs.5lakhs [Rs.llakh | |
| | =
| 92(2) |Annual Annual return to be certified by CS inpractice incaseof: |
PR e | Return - Listed Company; or nE
o b S e - Companies having PUSC >= 10 crore; or Turnover >= 50 crore.
Such certificate shall be in Form MGT-8 Eal
|94 |Placeof |Register or copies of annual return can be kept at any other place in India__
| __[registers | where > 1/10th members reside subject to approval by GM-SR. ..
. b Index to be maintained if >= 50 members —
96 _[ABM Every company (other than OPC) shall, in each year, in addition to othe’
& meetings, hold AGM, and shall specify as such in the _L@_M
! than 15m shall elapse between two 'wo AGMs
|E Provided that - First AGM ?o be held within 9m of closing:
| Thereafter, within 6m from closing of each FY.
|| 100(2) |EOGM |Requisitionists for calling EGM: i
e | > Company having SC, members having:
A > _Company ot having a SC, memb
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?. p . S gi:l:;:fzﬁ;:e;bers entitled to vote; and
i - ::’es- M_c;'o :. Of-s componyﬂ have share capital? |
Ll,__. : No: 957;1 f:::ll: r:lo + 95% total PUSC '
T ot i —]
- : T | For- bl O p rsonally presen‘r
L — ; i"lptof’ogogiﬂ:e;nb;;s 5 members personally present.
—1 S : 0 5000 members - 15 members personally present.
L —— mbers - 30 members personally present.
'1#1’??15; lProx:es 1. A member of sec 8 co. can only appoint another member ONLY of fhz
“Rule19 | €o. as proxy .
’.Hﬁ_ | | 2. A person can act as proxy on behalf of me.mbzr's not exce.edm 50 and
| | holding (aggreg P =
. i g (aggregate) not > 10 {’n of ‘ro’ral shara capﬁral of the company
S ~ carrying voting r mghts .
SN e— ~ Provided that a person holdmg > 10% of sC rwcr,*r appomt a smgle perSon |
L NS as proxy a.nd such person shail not ac’r as proxy for any « other SH B
1 3. Appom‘rmem‘ of proxy shall be in Form orm MGT 11 j S
108 |Voting | E-voting | mandatory for: _ |
j‘rhroug_i'_l____ » Listed Company or s i _—_:_ ML _:_ } __:
| e-means » Every Company  having members 2 1,000. T Pl |r___ E
_T_IOQ Demand for | Demand of Pollbys. . ooioocen o AN
| Poll > Company having S/C2 /C 2 1/10th of total VP or PUSCof >=Rs.5lakhs. |
i » Any other Company >= "1/10th of total Vie B -
| 115 Special Eligible members for Special Notice: B P | A
| notice > Having >= 1% of total VP: or - PUSC of Rs. 5 lakhs. it <
| 120, |Preservation Every listed company or a comparty RAVITS having >= 1000 SH, DH andothersecurity|
" Rule 27 | of documents M may maintain its < records, as requwed to bem mmmamed under|
in Electronic WMW%_ i SR IS e
/——
e ::: Wﬁhm 30 days in MGT 15. st
nterest on dé B e — s A= =
_124 :’::‘:‘d E&‘m——fz@mng the total amount ¢ u/ss (1) to UDA, company |
account lhﬂ’:; T @127. p.o. from | the date of such ¢ B I T PR
—— Interest accruing on such amount shall ensure to beneﬁ*r of members|
JWMf remaining unpaid 1o them. :
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127

132

Dividend

Com

Every Director who is knowing
a party to default (not OID)
Extend to 2 years AND

Not < Rs. 1k / day - Default
continues

Simie e

18% p.a,

Imprisonment
Fine - During the
period where
default continues

NFRA m;; undertake investigation of auditor of following:
» Listed company in India or outside India. L
» Unlisted Public co - PUSC »= 500 cr; T/0 »=1,000 cr or O/5 LD »- 500| -
= B Lo A it : :
Insurance, banking, electricity company or other special company ‘ .
Any BC on a reference made by CG in public interest, .

BC incorporated o/s India which is subsidiary or assocnate of abwe! 1

»

>
>

companies if income or net worth > 20% of consolidated.

CSR

c_:i_m_rniﬁee

| » Net Worth 2 Rs. 500 crores; or

» Net Profits 2 Rs 5 crores. (take NP before tax)

| CSR committee applicable to companies having:

» Turnover 2 Rs 1 000 crores; or

e —

Excep’non Where CSR expense is <= Rs. 50 lakhs - CSR commlttee NA,

However, if company has any amount in unspent CSR A/C - CSR committee

applies.

]
— et

CSR

~Amount to be spent on CSR 2 2% of average Net Profits for last 3 FYs.

Admin overhead - Max 5% of CSR expense

Every co. having avg CSR obligation >= Rs. 10 crores in 3 |

ﬁsgessmen‘r

preceding FYs, shall:

—

undertake impact assessment,

* __through an independent agency,

+ of their CSR projects havi _ng_euﬂqygu s

| which have been comple'l'ed not Im
| impact study

'}.V

A =il

Impact assessment = Hi

136

FS'robcmw

|1 case

E L I-ﬁl::

Tl
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1 3;;?99)' i L. Rs., 10 cr - Send FS via e-mode or other mode u/s 20,
L 1o | XBRL filing mandatory for:
L ) -bg ﬁ_led with e » Listed + their Indian subs.
1 Registrar » Company with PUSC » Rs.5 crores.
g | » Company with turnover » Rs.100 crores.
"J.,,f » Company covered under Ind-AS
e T— Banks, Insurance, NBFCs & HFCs are exempt from AOC -4 XBRL.
~13 Internal » Internal Audit applicable on:
— "-_gudif » Every Listed Company
B » Every unlisted public company having:
=1 L «  O/s Deposit >= Rs.25 crores at any point of time during PFY
— || - PUSC>:Rs.50croresduringPFY
.— | | - Of/sLoans>Rs.100 crores at any point of time during PFY______.
~— | - Turnover»Rs.200croresduringPFy
T | > Every Private company having: S
B - Turnover 2 Rs. 200 croresduringPFYy
——+ | -+ 0/sLoans>Rs. 100 crores at any point of time during PFY R
39 | | Appointment | Tenure, re-appointment and cooling period of anauditor:
W of Auditor | (For other companies, there is no tenure/cooling period) The following
B companies (except OPC and small cos): - =
— [ Listed UPChaving _ PrivateLtd. __All companies having public
g T co. PUSC»>=10cr  cos. having borrowings from bank/PFI
- . . T pUSC>=50cr  or public deposit >= 50 cr
143(3) |Reporting | N.A to: “ : }
- e all com T
n :nujrtfr:: - ;J;C;"f ‘If";% < Rs. 50 crores AND Borrowing from banks/PFI < Rs. 25 |
L Report crores. i e,
_43(12) | Froud Amﬁgm/./wﬁ%
o Amourtt W"’Tmm" exact Rs. 1 crore also.
- Note - Reporting to €& aPP = y
147  |Penalty £ CMD ~Fine - Rs. 10,000 to
CGM@L___”—M“LL'—’—
Redlaih s
2. AU@%% lakhs or 4x remuneration of
Fine - Rs. £3222 ———""
auditor) ————— 0 or ngly or wilfully to deceive company/SHs |
If W‘W{, i ”n:;,:.l.tu yto 1 year AND
WM or Bx remuneration of
g | Fine - Rs. 50 9
b o auditor) __—
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For contravention under sub-section 2 he shall
a. Refund the remuneration received by him +
b. Pay for damages to the company , statutoe

9150 be Jigy,
0 com 4,

1 _ el k' + SRy o membfﬂ_orjredr?ors of 1he company f: It:s’dle or q Thqm_
- 149(4) Applqcabnhty Independent Director and Audit committee shqj| apply tg leg

And | of ID | » Listed company o

177 | and Audit | » Unlisted public co - PUSC >= 10 cr, T/0 5= 109 cr. or O w
| iCommiﬂee or debenture exceeding Rs. 50 crores, : loan, depusir

=) Exception - JV, WOS and Dormant company
180(1) | Beard to In case where existing and proposed borrowmg g;.;ceeds 100;;7--HHH
(c) take SR FR + SPA), then SR is requrred Otherwise, BR is enough, o of (Pyse .

. bank (6m or demand). .Hc_uweve.r, loan used to finance capital ex
i | P SRS ' P‘Endn‘wej

not temporary loan.
379 | Foreign Where not less than 50% of PUSC (EqunTy/PrefzrencemErh
lbeiss 1 M . com

company | is Held d (singly/ aggrega‘te) by:
a. one or more citizen of India
b. one or more companies or BC incorporated in India

c. one or more citizens of India and one or more cos. orEC_inEo_rp_or:afEd.

in Iﬂdlﬂ

For above culculahon exclude. temporary loan takenin 0cop £
!"Gm com

its Indian bus|ness as if it were company mcorpor'afed in Indru

3k . 392 | Foreign Foreign Company 01D I
1 Jit | company Fine Rs. 1 lakh to Rs. 3 lakhs | Rs. 25,000 foRs. 5 lakhs |
4 4 [ Additional Fine Rs. 50,000/day NA i
T 3 | JTail NA NA [Amendment] | _
447 | Fraud 1
o el i Amount involved in At least Lower of:  |Less! thanl LoweroT* of: i
—__—_“ blsrouon T the fraud a. Rs. 10 lakhs a = Rs . 10 lakhs
11 e e | b. 1% of T/0 : jf
gl ab b L oo No
e L i [Whethenpblic. | No | Y=
Wb ||interest involved? —o [ Upte 5 s -
b l[gen ] ém-t0years | 3yesrs i
= w { i moes 18 | And/ee AND __AND
- g s Fine Up to 3xamt | Up 103X
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' R levant Definitions:
e

e

| / All you need to know about Specified IFSC companies ’

Stands for - International Financial Service Centre.
An IFSCis aspecial financial zone in India where international financial products

, and services are offered, largely in foreign currency, under a single regulator
(IFSCA), enabled by SEZ Act, 2005.
India’s operational IFSC is GIFT City, Gandhinagar (Gujarat)

SEZ

Special Economic Zone (SEZ) is a specifically notified area within a country treated
as a foreign territory for trade and economic purposes, created to promote exports,

investment, and employment by offering special tax and regulatory benefits.
_spcciﬁed IFSC An unlisted public company which is licensed to operate by the RBI or SEBI or

public company

Act, 2005. ==
Speciﬁed IFSC A private company which is licensed to operate by the RBI or SEBI or IRDA from

Private co.

IRDA from the IFSC located in an approved multi-service SEZ set up under SEZ

the IFSC located in an approved multi-service SEZ set up under SEZ Act, 2005.

Exemptions/Modifications applicable for Specified IFSC Public or Private companies or Both

—Sécﬁon N_g,_

2(41) (Financial ;'ec:r)

Normal provision
Subsy aligning FY with
foreign holding normally

needs NCLT approval.

1
1

Both |If IFSC co. is a subsidiary of a foreign
~ | company, it may align FY with its foreign
holding: no Tribunal approval required.

“_TL_f‘PPIY | IFSC exemption / modification (summary) ___

3(2) (Type at
F'Jr'l'mz'r|'<:|r1)

' May be limited by shares
{ _
or guarantee, or unlimited.

Both | Must be formed only as a company limited
' by shares.

4(1)Xa) (Name)

' Name to include required

suf fixes. o

Both | Must carry suffix "International Financial
| Service Company” or "IFSC".

Both |Objects must be “financial services

41)c) (Objects) | MOA states lawful

objects . |activities” as permitted under SEZ Act
= ' [ consistent with licence from RBI, etc.
121) (Registered RO to be situated as per | Both |RO must be at the IFSC (in approved
9_1‘_1_55_3_)_‘_ | nopmal lgik multi-services SEZ) at all times.

2 (Verify RO)

Verify RO - 30d of_Inc.

E-@_E’ﬂ_t_:gof change)

Notice of RO change: 155f

12 (Chnngg of Ro)

Board may change RO
within same CTV.

I

Both | Instead of 30d, it can verify withi.r:bodA

Both |Instead of 15d, it can verify within 60d.

Both | RO cannot be moved outside the IFSC;
| IFSC - BR (SR/RD approval not needed).

E'i‘---..___-._._______ -
{Aut_henticgtion)
\\—____

| Docs/notice verified by

Both i Read "an officer” as "an of ficer or any
| other person”.

“an of ficer”. -

Important Summaries Useful for Exam
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|43 (kinds of SC)

|47 (Voting rights)

| 56(4) (Delivery of

_Ilierﬁﬁcntes)

Public | §
| Public | Sec 47 shall N A. if MOA/AOA so proyig,

|Bofh

| 62(1)(a) (Rights issue
| period)

Offer to remain open min

15 days (etc.).

public | Shorter  periods than 15 doys allowed f
only |904‘3 members consent. (same as pvt. o)

Sec 43 shall N.A if MOA/AOA 50 proyig, -

4

Deliver cer-hﬁca'ras within 60 ddys after
inc. or alloiment or trf. or ?ransmnssmn

| 62 (ESOP approval)

SR required.

| Public IInS‘l’ead of SR-ORis sufﬁt:fer‘r

J 67’ (Re.s'rr'lchons on

fubhc

Sec'non 67 shall N.A. to Specuﬁgd IFSC
pubhc company if all 3 conditions met

_ purchase by company |only_
_5 of its own shares) R [same conditions as Trl Pr'l  private co. ] ]
__|73(2)a)(e) | Stringent conditions Public | Clauses (a)-(e) not apply where such co, | |
| (Deposits from 0} (Ep;:sit insurance, | only qccgpiﬂr'om member's < 100% of PUSC+ | |
| members) reserve, efc.). . Fi FR (and files such deTalls in DPT-3), 1
| 73 - Maximum Normally 35% of PUSC + | Both | May accept upto 100% of PUSC + FR+ P4 |
'amount of deposit | FR+SPA | |cfile DPT-3) ’
' 82(1) (late Delayed registration Both |RoC may allow registration to co. wl‘rhr
| registration) ¥ . 300 days of creation (+ additional fees)
' 92(3) (Annual return) | Place weblink of AR in Both |Not applicable. - '1
| BoD Report 3
1 100(1) (EGM place) | EGM not allowed to be Both |Board may, with consent of all SH, hold
f held o/s India EGM at any place within or outside India. _—
| 101-107 & 109 Apply generally to public |Public | These sections shall apply to such co. |
| companies. only |[unless AoA provide otherwise.
| 117(1) (Filing of File within 30 days. Both | 60 days instead of 30 days. 1
| resolutions) B
| 117(3)(g) Filing of resolution Public | Not applicable. pagll | §
| passed u/s 179(3) only []
118(1) (Minutes - Sign minutes within 30 | Both |Minutes of Board/Comm. to be prepared & | |
| preparation & signing | days signed at or before the next Board/Comm. | |
timeline) meeting and kept in proper books. | |
118(10) (Sec. Std.) | 55-1/55-2 mandatory. | Both | Not applicable. e | )
135 (CSR) Both |CSR shall not apply for 5 years from |
| commencement of business ke R
138 (Internal audif) |- Both | Sec 138 shall applies only if AoA provide. | |
140(1) (Auditor CG approval required Both |If C6 has not approved within Mﬂf
removal - C6 application, deemed approved; company i
approval) must appoint new auditor within 3m after | |
that 60-day expiry. L

____/-—-//
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/ Exemptions to private companies ,

e o e
Provisions of the
companies Act, 2013
.I.--'---__‘--___.-._

Exceptions to Private Companies

2(40)
2(76)

43 & 47
62(1)(a)

62(1)(b)

67

73(2)(a)-(e)

92
101-107 & 109

117(3)(ag)
141(3)(q)

143(3)

Important Summaries Useful for Exam 16.13

Financial Statement includes CFS: Private companies (start-ups) need not

_prepare CFS.

Words “holding, subsidiary or associate company of such company” and
“director or KMP of the holding company or his relative” shall not apply:
these persons/entities not freated as related parties.

Not applicable if MoA / AoA provide o’rhgrﬁ.;i_se

 Rights-issue notice period (15-30 days) ma;f be shorter if 2 90 % members

consent in writing/e-mode. B
Ordinary resolution is sufficient for ESOP issue (no need for special

resolution).

' Restriction on giving financial assistance for purchase of own shares not

upplicab-l_g. if it's a Tri-Pri company (no body corporate investor, borrowings <
2x PUSC or %50 cr, no default).

. Clau;e_s.(a-}—(e) inappl_icable if: (a) dé_posi‘ris _100. % c:f (PU_?C + F_Ii + SPA);

‘or (b)it'sa start-up (for 5 yrs

'no €S is appointed.

from incorporation); or (c) it's a Tri-Pri

company. . e e S
In start-up private companies, annual return may be signed by a director if

GM procedure (otice, quorum, proxy, voting, poll) not applicable uniess Ao
otherwise ﬁfovide._ _.

Filing of certain Board r_esoluﬁfms_u/;_l?g'(ii} with RoC not required.

Private companies with PUSC < %100 cr excluded from 20-audit company
limit for auditors. _

Clause (i) (report on IFC) not applicable to OPCs, small companies, or
companies having turnover < %50 cr and aggregate borrowings < X25 cr from

any bank/FI/BC.
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’ Ex i

emption to Government Companies

LY

'O \ vV U

Provisions of the Companies Act, 2013

A Exceptions to Governmem  Compan
Sec 4: Mandatorily use of last word Not required to use "Ltd" or "Pvt, . Ltd" " with m

Sec 56: Trf and Transmission of Shares | If person acting as a nominee of e of govt. co, . SH- ff“\\
|

Gme

Interest in any share

Sec 89: Declaration of Beneficial

NA 'N.A 1

Sec 90: Register of SBO

Sec 96(2): Venue of AGM

NA ]

AGM can be held at any other place within iyt
village of RO or any other place approved s own gp [

of |mdcquacy/absence of profit

| Sec 123(1) - Rules for Dividend in case NA to wholly owned government companies,

| Sec 123(4): Depositing dividend ina | NA to wholly owned government companies.
Sche.duled Bank in a separate account T :

| within 5 days of declaration

{Scc 129: Financial Statements

N.A to Govt Cos. engaged in defence pr'oduc‘nm

=4

o

of application of relevant AS on segment reporting,

l Sec 134(3)(e): Disclosure in Board Not re,quar'ed to disclose company’s policy on director’ s

| ' Report

appointment and remuneration.

| Sec 1343)(p)

NA in case the directors are evaluated by the C6, oras

!

the case may be, by SG.

- ___4___, Exemptions to Nidhi comapnies e

Provisions of the Cos. Act, 2013

Exceptions to Nidhi Companies _;1 .

Docs need be served to members holding > X1, 000 face value or> |

pubhc I'IOT'“ .

asing to be 4|

t: if unclaime=

Sec 20 - Service of documents
0 1% of PUSC (whichever is less). Others: sufficient if
T \ in local newspaper + display on notice board. : :
_.__ﬁ: | Sec 47(1)(b) - Voting rights No member shall exercise > 5 % of total equity voting rights._—-
~ ISec 62 - Further issue of SC__| Not applicable.
Po— | Sec 67(1) - Purchase of own Not applicable when purchased from member on his c€ o
| shares - | R, deposrtor' / borrower; not treated as MW
= [Sec 108 - E-voting facility | Nidhi Co. not required to provide facility through E-0e= 2T
| |'sec 123(5) - Dividend payment |May credit dividend directly to me member's accou |
| lin cash within 30 d: deemed compliance.
Sec 124(1) - Unpaid Dividend | If dividend ¢ ®100: sufficient if « announced in local-
transfer + newspaper notice newspaper & displayed on notice e board for 2 3m.

|- langy age_

Publ C

Sec 136(1) - Circulation of FS

21 d hcfm AGM

|+ FS on notice board = sufﬁcuzn’t

For members holding s X1,000 shares or <1 % PUSC:

rant Summaries Useful for Exam
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e 3

A

Your Feedback Matters! W
€< o

(To be filled as and when you find any points)

il 5 things that you loved about the notes:

5 points of improvement that can make these notes even more useful for your juniors:

(Trust me I will work on it)

Once you have jotted down your points, do share a photo of this page with me on
r,uel.uJLhc-:rqnk.erwuy@gmujmom (this is not my official ID)

Useful Links
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