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Structure

The Companies The Companies
Act, 1956 Act, 2013

13 Parts 29 Chapters

658 Sections 470 Sections
15 Schedules 7 Schedules

In approx 75% of the Sectionsthe words & (b2 & LIS O A
or & I day be LING & O Nhas I®&héused ¢ depicting
extensived RS f SE$ 3 6 RTHeDraftzuweshavebeen
made availablefor public debate
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Major Highlights

( )
Mandatory CSR

\ W,

( )
Enhanced Accountability on Corporates

\ w,

( )
Independent Directo+ Detailed provisions & code for ID

\ ,

( )

NFRA (NACAS) given more powers

\_ Z
( )

Additional disclosures in BoD Report

\_ J
"Restriction on Inter Corporate Loans/Investments and
_Guarantee




Major Highlights

( N

M & A procedures streamlined

\
be

D,

1 Woman Director mandatory

\
be

V.

Class action suits

\
be

VLN

NCLT given very wide powers

VA

"Transfer of shares to IEP Fund along with unpaid/
_unclaimed dividend

’e

I\

Changes in Depreciation Provisions
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Major Highlights

-

Private placement clearly defined
\
"Several exemptions /relaxations / privileges to Pvt Co

\withdrawn & permissible max no of membez60
>

ow

— N

Concept of One Person Company (OPC) introduce}j

\
"Small Companies defined and granted some
\relaxations

<

N

(Many new definitions and changes to existing
_definitions inserted

W,







Agenda for discussion today

— O,

Effect on Private Effec_t on unlist_ed
Public companies

Companies
Mainly: Plus:
A Section 185 (Old Sec i 295) A Audit Committee & ID
A Section 186 (Old Sec i 372A) A Governance
A Section 73 & 74 (Old Sec i 58A) A Rotation of Auditors
A Section 188 (old Seci 297) A CSR
A Cash Flow & CFS A Etc

Hasmukn B Dedhia MR &
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9ESYLIiAz2ya SGOXx >
LoanetctoDi r e c t (Notiied Brt 18" September 2013)
Sec. 295{ » Applicable only to Public Co.'s ‘

Sec. 185{

A Section295exemptedPvtLimited Companiesnew Actdoesnot

* Now Applicable to Private Co.'s aIsIo

A Loansetc from Holdingto its Subsidiarieglsonot exempted

A Underthe existingact, prohibited loans/guaranteesanbe madewith the
approvalof CGUnderthe newact providing suchloansnot permitted

A Onlyexceptionsn Secl85:

V loangivento MD or WTDif suchloanisin accordancewith the terms
of servicesextendedto all employeesor is approvedby shareholders
by SR

V Loansetc givenin ordinarycourseof its businesgconditionsapply)
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First proviso of clause185 state that nothing contain in this sub-section
shallapplyto —

@ Thegivingof anyloanto a managingor WTD—

() asa part of the conditions of serviceextendedby the
companyto all its employeesor

(i) Pursuantto any schemeapprovedby the membersby a
specialresolution

» A company which in the ordinary course of its business
providesloan or givesguaranteesor securitiesfor the due
repaymentof any loan in respectof suchloan an interest is
chargedat a rate not lessthan the bankrate declaredby the
RBI

Consequences of non-compliance:

V  Fine to Company - Rs 5 Lakh to Rs 25 Lakh

V  Fine to Director or other person - Rs 5 Lakh to Rs 25 Lakh or Imprisonment upto
Six months or Both

Unlike in Sec. 295, the exemption from imprisonment, if loan is repaid fully, is

not there in Sec. 185
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Undersec 185“ p e rirswtom Directorisi nt e r meanse d ”’
(the list issameasin Section295of 1956 Act)

- AnyDirectorof lendingCoor of HoldingCo

- Anypartneror relative of anysuchDirector

- Anyfirm in whichanysuchDirectoror relativeis partner

- AnyPVTCoof whichanysuchDirectoris Directoror Member

- Any Body Corporate of which 25% or more of total voting
power is exercised/controlledy anysuchDirector(s)

- AnyBodyCorporatethe BoDor MD whereofis accustomedo
actin accordancewith directions/instructionsof BoDor of any
Director(s)of lendingCompany
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U Intercompany Investments and Loafiot yet notified)
Sec. 372A< « Applicable only to Public Co.'s

Sec. 186<  Now Applicable to Private Co.'s a|so
Additional Changes

A Benchmarkfor minimum rate of interest for suchloanschangedfrom
the prevailingbank rate to prevailingyield of 1, 3, 5 or 10 year Gsec
closestto the tenor of the loan

T\

Exemptionin caseof Loanby HoldingCoto WOSalsowithdrawn

T\

Additional disclosurein financial statements full particulars of the
loansgiven,investmentmade or guaranteegivenor security provided
and the purpose for which the loan or guarantee or security is
proposedto be utilized by the recipient of the loan or guaranteeor
security

2

)
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A S 186. Restrictionon only 2 layers of subsidiariesexcept for
subsidiaries outside India or if required by law/rule or
regulation

A 186(2)- No companyshalldirectly or indirectly—

(a) giveanyloanto anypersonor other body corporate

(b) give any guaranteeor provide securityin connectionwith a
loanto anyother bodycorporateor person and

(c) acquire by way of subscription,purchaseor otherwise, the
securitiesof anyother body corporate,

exceedingeo of its paid-up S/C,free reservesand SP account
or 100%0f its free reservesand SP account,whicheveris more

If exceedsthe limits then prior approvalby SR in GM shall be
necessary




Interpretation of S. 185 vi-vis S. 186

A Sec 185 beginswith words ‘s aag @therwise provided in this A c,t
hence,whether the intent of the law is suchthat once Section186 is
madeoperative,loansto director andother personin whomthe Director
IS Interested may also be made after complyingwith the provisionsof
Section 1867 (S 186 begins with words * wi t prejudite to the
provisionscontainedin thisA c.t) ’

/\

If the answer is positive, the If the answeris negative,there
whole purpose of legislationto seems some drafting error in
haveSection185of the NewLaw the legislationor where elsedo
seemsredundant we seethe effect of this section

In the law if not Section1867?

MCA clarification dated 19/11/2013 (stating that Sec 372A continues to be
operative till Sec 186 of new Act is notified) adds to confusion rather than clarifying



S. 185¢ Discussion in Select Committé&g67/;

Suggestion Comments of Ministry

This clausecorrespondsto section 295 of
existing Act However, section 2952)
seems to have been inadvertently
overlooked Suchexemptionis necessaryA
holding and subsidiary company are in
substance one entity and consolidated
financialsensurethat all their transactions
with third parties are accounted and
disclosed Consequentlyjt is necessaryto
give freedom to companiesto deal with
their subsidiaries as if they are mere
divisionsof the company

Thelrani Committeeon new CompanylLaw (2005 had
made following recommendationsin connectionwith
restrictionsfor loansto be madeto directors:- ¢ 5.1
Generallythe directors should not be encouragedto
avail of loans or guaranteesfrom companies They
shouldbe allowed remunerationor sitting feesonly. In
casecompanydecidesso, loansto directorsshouldbe

allowed only when company by special resolution

approves such loans Disclosuresto be made to

shareholders, through the explanatory statement,

shouldbe specifiedin the rules It shouldbe opento a
companyto formulate schemegqsuchas HousingLoan
Schemesjor the benefit of ExecutiveDirectors Once
such schemesare approved by the shareholdersby
specialresolution, loans under such schemesmay be
allowed to eligible directors, without again going to
shareholderdor approval (b) Theprovisionsproposed
in the CompaniesBill, 2011 are in accordancewith
aboverecommendationand were similarlyincludedin

the Companiesill,2009




Related Party Transactions

Whatdoesthe CompaniedAct,1956say? [Section297 (1)]

U Central government approval required for entering into specific
contracts,where paid-up capitalof the companyis not lessthan Rs
1 crore, for other Companies— the Board approval where
InterestedDirectorsare not to participate

U Followingtransactionsare covered
A Sale purchaseor supplyof anygoods,materialor services
A Underwritingthe subscriptionof anysharesor debentures

U Sale/purchaseof goods/servicesfor cash at prevailing market
pricesnot exceedingRs5K—are exempted

U Nospecificdisclosuraequiredin the BoardReport




wSEt FdGSR tFNIé& ¢NJVYa

Provision®f Secl188of NewAct

U Priorapprovalby SRat GMrequiredif paid-up capitalof Cois Rsl
Cror more ORthe transactionwith RPdoesroet-exceedsuchsum,
asmaybe prescribedTheword “ n oigmis-placedin Section) The
limits for clauseqa)to (e) asper draft rulesare prescribedas 5% of
annualTurnoveror 20%of Net worth of CoasperlastauditedFS

U Interestedmembernot to vote on SR- (issuefor some/ 2)Qa

U Disclosure in board report required along with appropriate
justificationfor RPT

U Section exempts Any transaction entered by company in its
ordinary courseof businessother than transactionswhich are not

ana r nengthbasis
)




Related Party Transaction

1956 Act 2013 Act

A Limited scope of transactions and| A Enhanced scopef transactions
persons covered under Co Act (S, A Enhanced scope of related parties to
297) include KMP and relatives, directors

with certain shareholding, persons in

A Priorapproval of CG required in advisory capacity (other than
case paielip capital exceeds INR 1  professional advice) to board
million (INR Xrore) A Prior approval of shareholders by SR if:

(Rule 12.14)

paid-up capital exceeds Rs 1 Cr

Trxexceeding higher of 5% of T/O ¢

25% of N/W as per last audited FS

Appointment exceeding

Remuneration of Rs 1 Lac pm

Underwriting etc exceeding Rs 10 |

No member shall vote if he is

related party

o Po  Po o o

)
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wSEfIFdGSR tFNIé& ¢NJVYa

Following transactions are covered u/s 188

9)

sale purchaseor supplyof anygoodsor materials

sellingor otherwisedisposingof, or buying,property of anykind,
leasingof property of anykind;

availingor renderingof anyservices

appointment of any agent for purchase or sale of goods,
materials,servicesor property;

suchrelated party's appointmentto any office or placeof profit
In the company,its subsidiarycompanyor associatecompany
and (Draft Rules Rsl1 Lakhper month or more)

underwriting the subscriptionof any securitiesor derivatives
thereof, of the company (Draft Rules more than Rs10 Lakh)



Restrictionon Noncash transaction involvinglirectors (S. 192)

The new Act introduce the new requirement,that without prior

approval of the companyin generalmeeting,a companywill not
enterinto anarrangemenby which:

U A Director of the companyor its holding, subsidiary or

associateompanyor a personconnectedvith him acquires

or Is to acquireassetgor consideratiorotherthancash,from

thecompany or
U The company acquires or IS to acquire assets for
consideratiorotherthan cash,from suchdirectoror person

soconnected
If the director or connectedpersonis a director of its holding
company,approvalunderthis subsectionshall alsobe requiredto be
obtainedby passinga resolutionin generalmeetingof the holding

company



Acceptance of Deposits

What doesthe CompaniesAct, 1956say?(Section58A)

Sec 58A not applicableto deposits taken by private companiesfrom its
members

What doesthe CompaniesAct, 2013say?(Section73 ¢ Depositfrom members
and Section74 ¢ Depositfrom others) (Bothare not yet notified)

Ca's can(includingprivate Ca sexcludingbanks& NBFC$ubjectto the passing
of resolutionin GM & suchrulesasmay be prescribedin consultationwith the
RBlacceptdepositsfrom its membersif the following conditionsare fulfilled:

Issuanceof circularto memberscontainingnecessaryletails
Filesa copyof suchcircularwith the ROGwithin 30 days
maintenanceof 15%liquid deposits

depositinsurance

Details/descriptiorof security,if any

Appointingone or more deposittrustees

< <K<K <K<K



I OOSLIWIFYyOS 2+ 58SLJ
A Transitionalprovisionfor repaymentof existingdepositcontainedin

Sec 74 (within 1 yearor maturity whicheveris earlier & statements
of O/sdepositsto be filed with RoCwithin 3 months)

A Depositwill include,inter alia,asper draft rules

a) Shareapplicationmoney outstandingbeyond60 daysand such
applicationmoney/ advancas not refundedwithin 15 days

b) loansfrom relativesof directorsor loansfrom directorsin case
of publiccompany

c) advancegeceivedfor supplyof goodsor provisionof services
outstandingbeyond180days

d) advancesfrom buyersof immovable property if agreementis
not registered




I OOSLIWIFYyOS 2+ 58SLJ
Premature repayment of deposits:
A Rate of interest payable shall be reduced by 1%
A Renewal before maturity is allowed provided:

1. Interest will be paid as per the new rates
2. Renewal for a period longer than the unexpired period of deposit

Return of deposit to be filed with ROC
A On or before 30th June in Form no 3

A Furnish information as on SMarch duly audited by the auditor of the
company who shall give his report as per Form

A A copy of return to be submitted to RBI as well, wherever applicable

Penal Rate of Interest for nopayment¢ 18% per annum




OESYLIiA2ya SGOX 2
U Further issue of Share Capital by Right igdlct yet notified)

Sec 81 {
Sec. 62{

Additional changes

» Applicable only to Public Co.'s ‘

 Now Applicable to Private Co.'s als|o

A In casethe existingshareholdersdo not acceptthe offer, directors
shoulddisposesuchsharesin a manner non disadvantageous to
the shareholdersand company Earlierit wasto be disposedof in

manner most beneficialto the company
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A if not right issuethen:

A to anypersonif authorisedby SpeciaResolution
A atapriceto be determined by registeredvaluer &
A subijectto other conditionsasmaybe prescribed
A Underthe existingprovisionsSec 81 (1A) (b)if the approvalwas

givenby simplemajority, CGcould haveallowedthe issueif it was
shown to be most beneficialto the Company Suchoption is

removedin the new act



9ESYLIiAz2zya SGOX 2
0 Commencemendf businesgNot yet notified)
Sec. 149{ » Applicable only to Public Co.'s

Sec. 11{  Now Applicable to Private Co.'s aIsIo

Secll1(1)- Ca havinga S/Cnot to commenceany businesor exercise
anyborrowingpowersunless

A Declarationfiled with the ROCthat every subscriberto the MOA
haspaidthe valueof the sharesagreedto be takenby him

A Ca hasfiled with ROGrerificationof its Registeredffice

Secl1l1(3)- If declarationis not filed within 180 daysof incorporation
and RO(hasreasonablecauseto believethat the co. is not carryingon
any businessor operations,he may, initiate action for the removal of
the nameof the companyfrom the Registerof Ca's.




OESYLIiAz2ya SiOX

0 Passing of Resolution by Postal Bgldat yet notified)
Sec. 192A< ‘- Applicable only to Public Co.'s ‘

Sec. 110{  Now Applicable to Private Co.'s also hailng

> 50 members

Following items of business shall be transacted only by means of
voting through a postal ballet

A Obiject Clause Alteration

A Articles of Association Alteration

A Change in Registered Office

A Change in utilisation of funds raised by company

A Issue of shares with differential voting rights

A Variation in the rights attached to shares or debentures
A Buy back of shares

A Election of small shareholdes director

A Sale of undertaking

2

)
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U Interested director not to participate or vote In
Board's proceedingdNot yet notified)

Sec. 300(2)< ‘ Applicable only to Public Co.'s ‘

Sec. 184{ ‘ Now Applicable to Private Co.'s a|so

U Appointment& tenure of ManagingDirector(Not yet notified)

Sec. 269 (2) &3 ‘ Applicable only to Public Co.'s ‘
Sec. 196 & 203<  Now Applicable to Private Co.'s also ‘
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A Otherconditions

A Agelimit of 21to 70

A If age> 70 approval by S.R in G.M no further approval of the C.G sh
be necessary for such appointment

A MD and Manager both cannot be appointed in same company

A Term of MD for 5 years
U Appointment of Director(Not yet notified)

Sec. 264{ ‘- Applicable only to Public Co.'s ‘

Sec. 152{ ‘ Now Applicable to Private Co.'s a|so
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U Restrictions on Kinds of Capital that can be isqh&at yet
notified)

Sec. 86{ ‘ Applicable only to Public Co.'s ‘

Sec. 43{ ‘ Now Applicable to Private Co.'s a|so

U Lengthof Notice of GM, explanatorystatement
etc.. (Not yet notified)

Sec. 174186 { » Applicable only to Public Col‘s
Sec. 101{  Now Applicable to Private Co.'s

also




Board of Directors;

Major Changes

1956 Act 2013 Act

Maximum no. of directorsin a Cocanbe
12 [Section259

Now increasedto 15, with SRat GM-no. canbe >
15[Section149 (Not yet notified)

Max numberof directorshipa personcan
have is 15 (excludingprivate co etc.) [S
276

Restricted to 20 (with max 10 public co. s)
[Section165. Timeof 1 yeargivento comply(Not
yet notified)

Directorof the companyto be residentin
India- No specificprovision

1 of directors - stayedin India for 182 days or
more in previouscalendaryear (S149) (Not yet
notified)

Formationof ACmust for Cohavingpaid
up capital > Rs5cr (S292A) no specific
provisions  for Nomination &
Remuneration Committee OR
StakeholderdkelationshiglCommittee

All listed Co& other PublicCohaving,at leastRs
100cr paid up capital or Borrowings (including
Debentures

& Deposits) Rs 200cr are required to have AC,
Nomination & Remuneration Committee and
StakeholdersRelationshipCommittee & whistle
BlowermechanismSecl77 & 178 rwr 12.4] (Not
yet notified)




Board of Directors; Major Changes

1956 Act 2013 Act

No suchProvision

Resignatiorof director S168 Concernedirector
to file form with RoCalongwith detailed reason
(Not yet notified) ¢ applicableto pvt Itd coQ
also

)¢

Section 316 & 317 rws Sec 269
Appointment of MD or WTD in caseof
PublicCa s

Sec203 All listed co.'s & other co.'s havingpaid
up S/C>5croreto have 1 MD or WTDand CSand
CFQNot yet notified)

Restriction on powers of the Board
applied only to Public Companies

Applicable to all Companies. Exemption to Prive
Co. s taken away

Section 293Required ordinary
resolution to exercise certain powers

Section 180Required special resolution to
exercise certain powersSell, lease, Disposal of
Undertaking. Investments & borrowings

=




Powers of BoD

1956 act (Sec 293) 2013 act (Sec 180) (Notified on 12th
September, 2013)

expression undertaking and 180(1) undertaking means an undertakingin

substantially the whole of theunder- | which the investment of the Ca > 20% of its

taking used not defined net worth as per the audited balancesheet of

the preceding F/Y or an undertaking which
generates 20% of the total income of the
companyduringthe previousF/Y
Substantiallythe whole of the undertakingin
any financial year shall mean 20% or more of
the value of the undertaking as per the
auditedbalancesheetof the precedingF/Y

Contributions to charitable and other| Nowapprovalnot required
funds not directly relating to the
business of the car the welfare of its
employees exceeding the limit
specified also required approval

s oscia I




Report of Board of Directors

Additional Itemsrequired to be givenin report of board of Directors
A Theextractof the annualreturn

A Particulars of loans, guaranteesor investments in subsidiariesas
providedin sec 186

A Particularsof contracts or arrangementswith related parties with
rationalefor armslengthpricingasstatedin sec 188

A A statement indicating development and implementation of risk
managemeniolicy for the companywhichin the opinion of the Board
maythreatenthe existenceof the company

Additional Itemsrequiredto be givenin director responsibilitystatement
A Detallsaboutpolicydevelopedandimplementationof CSRolicy
A Suchother mattersasprovidedin the Rulesnotified by the Government

A Directorshad devisedproper systemto ensurecompliancewith the provision
of all applicablelaws and that such systemswere adequate and operating
effectively




Accounts & Audit z Major Changes

A CashFlow( Definitionof* Fi n &b at a lwWse2¢4d)}
A ConsolidatedrinanciaStatements Section129)

A SubsidiarsCompany(Section2(87) )

A Depreciation

A BonusShares

A Appointmentof auditor for blockperiod
A Rotationof Auditor



Share Application Money

The offer or invitation in a financial year is to be made to such
number of persons not exceeding 50 or such higher number as may
be prescribed,

If a company makes an offer to allot or invites subscription or allots
or enters into agreement to allot securities to more than prescribed
number of persons, the same shall be deemed to be an offer to the
public;

All monies payable on subscription of securities under this section
shall be paid througkkhequeor DD or other banking channels but

not by cash [section 42(5) of the 2013 Act];

Securities to be allotted within 60 days from the receipt of
application money [section 42(6) of the 2013 Act];

Moneys received on application under this section shall be kept in a
separate bank account in a scheduled bank and shall not be utilized
for any other purpose



Depreciation

¢ S. 350 &chXlV read with e Schedule Il provides usefiil
AS 6 Lives of assets and no
rates (SLM or WDV)
. oo .
— 35/0 of Ot”%'nal cost to_]!:_)e qd =l The balance of WDV to be
=l epredma ed over specifie S| depreciated as per
< PeNo | <{| provisions of this schedule
o| * Low value itemstully ™ | ¢ No provision for low value
8 depreciated S items or rates for
—l  Separate rates for | 'nangibles
Intangibles/electricity * Schedule Rates for some
companies/EST etc items like Building,
Furniture etc are different

° Carrying values of FA to be depreciated as per the new Act .
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A Allcompanieswill be dividedinto the followingthree classedo decide
applicationof depreciationrates

A Classof companiesas may be prescribedand whose FScomply
with prescribedaccountingstandards usefullife & residualvalue
as prescribedin schedulell. Permittedto adopt diff usefullife or
residualvalueby givingappropriatejustification

A Class of companies where useful life or residual value are
prescribedby a regulatory authority constituted under an act of
parliamentor by CG depreciationrate, usefullivesand residual
valueprescribedy relevantauthority

A Other companies useful life and residual value as proposedin
schedule




Depreciation

Some significant Changes

Rate of Rate converted | UsefulLife- | Longer life/
depreciation to years1956 act| 2013 Act (Shorter life)
1956 act
Continuous Proces: 5.28 18.94 8 -10.94
Plant
Plant & Machinery 4.75 21.05 15 -6.05
GeneralRate for 6.33 15.80 10 -5.80
furniture & fittings
Electrically 7 14.4 8 -6.14
Operated Venhicles
Purely temporary 100 1 3 -2
erections
Furniture & fittings 9.5 10.53 8 -2.53

usedin hotele t ¢ ...

s oscia E— .




Bonus Shares (Section 63)

Pre-condition for issueof Bonusshare- No companyshall capitalizeits
profits or reservedor the purposeof issuingfully paid-up bonusshares,
unless—

It Is authorized by its articles;

it has, on the recommendation of the Board, been authorized in the gene
meeting of the company;

It has not defaulted in payment of interest or principakespect ofixed
depositsor debt securitiesssued by it;

it has not defaulted in respect tie payment of statutory duesf the
employees such ascontribution to provident fund, gratuity and bonus:

the partly paidup shares, if any outstanding on the date of allotment, are
made fully paieup;

it complies withsuch conditions as may be prescrid@eadt yet prescribed)

bonus shareshall not be issued in lieu of dividend




Prohibition on Other Services-not yet notified

A What doesthe CompaniesAct, 1956say?
U Nospecificprovision
A What doesthe CompaniesAct, 2013say? (Section144)

U Auditor not to render, directly or indirectly, following servicesto the
Ca or its HoldingCa or SubsidiaryCompanyor AssociatesCompany

a)
b)
C)
d)
e)
f)

9)
h)
)

Accountingand bookkeepingservices

Internalaudit;

Designandimplementationof anyfinancialinformation system
Actuarialservices

Investmentadvisoryservices

InvestmentBanking

Anyother financialservices

Managementservicesand

anyother kind of servicesasmaybe prescribed

complybeforethe closureof the first EY. after the Actcommences
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U Directlyor Indirectlyshallincluderenderingof services

V Eitherby auditor himself or through relative or other associated
personor entity over which he hassignificantinfluenceor control
or whosename,trademarkor brandis usedby him

V In caseof Firm, either by itself or through its parent, subsidiary,
associateor anyentity overwhichfirm hassignificantinfluenceor
control or whosename,trademarkor brandis usedby it or anyof
Its partners

U The CoEof ICAlalso presently prohibit such servicesby auditor
whichwould createconflictwith independence

U Termssuch as investment advisory services,outsourced financial
service and managementservicesare not defined Management
consultancyservicesare describedn CoEof ICAl

U CoE of IFACdefines Management services as “..assistancefor
carryingout suchservicedor Companywhich are responsibilitiesof
management



One Person Company

Definition:

One Person Company (Section 2 (62)) (Not yet notified¢ans a company
which has only one person asveember

What is a One Person Company?

As the name suggests, it means a company which has only one person as a
member and where legal and financial liability is limited to the company only ¢
not to that person (i.e. liability is limited)

Important provisions

1. FinancialStatementaneednot includecashflow statement

2. Inclusionof nomineeclausein MOAsoasto maintainperpetualsuccession

3. ° * (PersonC o0 mp aghatlbe’mentionedin bracketsbelow the name of
suchcompanywhereverits nameis printed, affixedor engraved

4. AnnualReturnsshall be signedby the CS,or where there is no CS,by the
director of the company



Important provisions for OPC

5. Neednot requireto hold anannualgeneralmeeting

6. Thecompanyshallinform the Registrarabout everycontractenteredinto by
the companyand recordedin the minutesof the meetingof its B O DwitBin
a periodof 15daysof the date of approvaloytheB OD "’ s

7. For the purposesof Section 114, any businesswhich is required to be
transactedat an AGMor other GM of a co. by meansof an ORor SRt shall
be sufficientif the resolutionis communicatedoy the memberto the co. and
entered in the minutesbook required to be maintainedunder section118
and signedand dated by the memberand suchdate shallbe deemedto be
the date of the meetingfor all the purposesunderthis Act

8. Incaseof one Directoron the board any businesswvhichis requiredto be transacted
at the meeting of the B O Ddf a company,it shallbe sufficientif, the resolution by
suchdirectoris enteredin the minutesbookrequiredto be maintainedunder section
118 and signedand dated by suchdirector and suchdate shallbe deemedto be the
date of the meetingof the B O Dfor all the purposesunderthis Act




Small Company

U SmallCompany (Section2 (85)) (Not yet notified)- meansa company,other
than a publiccompany—

I.  paidup share capital of which does not exceedRs50 lacsor such higher
amountasmaybe prescribedwhichshallnot be more than Rs5 croreor

Il.  turnover of which as per its last profit and loss accountdoes not exceed
Rs20 lacsor suchhigheramount as may be prescribedwhich shallnot be
more than Rs20 crore

Providedthat nothingin this clauseshallapplyto—

a) Aholdingcompanyor asubsidiarycompany

b) Acompanyregisteredwith CharitableObjects or
c) Acompanyor bodycorporategovernedby anyspecialAct
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Privileges/exemptions to small Company:

1. FinanciaBtatementaneednot includecashflow statement

2. AnnualReturnsof Smallcompanycanbe signedby the CSor where there is
no CS,by any director of the company(CSin practice not required in such
cases)

3. Sectionl73requiresSmallCompanyto hold at least1 meetingofthe B OD”’
In eachhalf of a calendaryearwith a min gapof 90 daysb/w both meetings

4. The Company Act introduced a simplified procedure for merger &

amalgamationbetween two small companieswithout approvalof tribunal,
subjectto compliancewith certainother procedures
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Companies Act, Companies (Accountir CARO (Amenc

BasiS 2013 Standards) Rules, 20( 2004

Sr. Nc
Nomenclatur¢ Small Company SMC's Private Ltd Co
1
Applicability| Private Company Both public or private Private Ltd Co
2
3 |Paid up shar( <=50 lakhs or suc N.A. <=50 lakhs
Capital higher amount as (including
prescribed (Max 5 reserve)
Cr)
4 Turnover | <=2 Crore or suc <=50 crore <=5 crore
higher amount as
may be prescribec
(Max 20 crore)
S5 | Borrowings N.A. <= 10 crin last year| <= 25 lacs fron
any bank or Fl

s oecia E—
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B s s e
Sr. No 2013 Standards) Rules, 20(Amend) 200
Exceptions(a) A Holding or (a) Bank
Subsidiary Co.

(b) Financial Institution
(b) A Co.
registered u/s 8 (c) Insurance Company

(c) ACo.ora (d)a holding or
Body Corporate subsidiaryco.of a
governed by anyco.which is not a small
Special Act. and

mediumsizedco.

s oecia EE—— .



Corporate Social Responsibility
What doesthe CompaniesAct, 1956say?

U Presentlythere is no mandatoryrequirementon companieso spend
any part of their profit on CSRactivities The MCA has issued
“ Gu i denl SoarekeEnvironmentand EconomicResponsibilityof
B u s | roe \sokiritaryadoption by companies In addition, the SEBI
hasmandatedtop-100listed entities, basedon marketcapitalizationat

BSEand NSE{o include businessesponsibilityreport in their Annual
Report

What doesthe CompaniesBill, 2013say?(Section135)
U EveryCompanyhaving:
Networth of Rs 500crore or more; or
Turnoverof Rs 1000crore or more; or
Net profit of Rs 5 crore or more;

During ANYfinancial year, to constitute a CSRCommittee of the Board
& spend2%of averagenet profits on identified CSRnitiatives
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Compromise, Arrangements & Amalgamation

Companies Act, 1956 Companies Act, 2013

Filing of order AOrder made by the tribunal shall not Ao compromiseor

with ROC be effectiveunless a certified copy of i arrangementshall be
is filed with theRoC(no time limit sanctioned by the tribunal
prescribed) unless a certificate by the

ACopy of the order has to be annexed * co.'s auditor has been filed
every copy of the MOA issued after  with the tribunal to the
filing order copy witrRoC effect that the accounting

treatment, if any, proposed
In the scheme is in
conformity with the AS
prescribed

HKOrder also to be filed with
RoC within period of 30
days from the date of
receipt of order



Compromise, Arrangements & Amalgamation

Companies Act, 1956 Companies Act, 2013

Objections Objections can be made by any Objectionto an arrangement
shareholderor creditor asthe casemay or compromisecan be made

be, irrespective of their shareholding by:

Joutstandingdebt

a)

a)

personsholding not less
than 10% of the
shareholdingor

having not lessthan 5%
outstanding debt out of
the total outstanding
debt as per latest
audited financial
statement

Limits frivolous litigations by
few small shareholders or
creditors but should also
result in efficiency in
implementation of the
scheme
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Compromise, Arrangements & Amalgamation

Companies Act, 1956 Companies Act, 2013

Provision for
dispensation of
creditors meeting

Circulation of
documents for
meeting

FastTrack
Mergers

No explicitprovision

silentabout documentsto be sentalong
with the notice of meeting

No specificprovison

Tribunal has been conferred
power to dispense with
caling of a meeting of
creditor or classof creditors
where suchcreditors or class
of creditors, having at least
90% in value, agree and
confirm, by way of affidavit,
to the scheme

The new Act requires
circulation of documents
mentionedin Section232

Section 233 provides an
option of simplified and fast
track process of merger
/demerger in cases of
specified small companies
and between holding and its

wholly-ownedsubsidiary
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