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the intimation of such transmission, as the case may be, was delivered to the company, send notice of the
refusal to the transferor and the transferee or to the person giving intimation of such transmission, as the
case may be, giving reasons for such refusal.

(2) Without prejudice to sub-section (1), the securities or other interest of any member in a public
company shall be freely transferable:

Provided that any contract or arrangement between two or more persons in respect of transfer of
securities shall be enforceable as a contract.

(3) The transferee may appeal to the Tribunal against the refusal within a period of thirty days from
the date of receipt of the notice or in case no notice has been sent by the company, within a period of sixty
days from the date on which the instrument of transfer or the intimation of transmission, as the case may
be, was delivered to the company.

(4) If a public company without sufficient cause refuses to register the transfer of securities within a
period of thirty days from the date on which the instrument of transfer or the intimation of transmission,
as the case may be, is delivered to the company, the transferee may, within a period of sixty days of such
refusal or where no intimation has been received from the company, within ninety days of the delivery of
the instrument of transfer or intimation of transmission, appeal to the Tribunal.

(5) The Tribunal, while dealing with an appeal made under sub-section (3) or sub-section (4), may,
after hearing the parties, either dismiss the appeal, or by order—

(a) direct that the transfer or transmission shall be registered by the company and the company
shall comply with such order within a period of ten days of the receipt of the order; or

(b) direct rectification of the register and also direct the company to pay WS, if any,
sustained by any party aggrieved.

)

(6) If a person contravenes the order of the Tribunal under al\ ,*he”shall be punishable with
imprisonment for a term which shall not be less th m% ch may extend to three years and
with fine which shall not be less than one IakE may to five lakh rupees.

59. Rectification of reglst —() If e&; % person is, without sufficient
cause, entered in the-r bers of a (K%\ é er having been entered in the register, is,
without suffic éﬁ it ed there fault is made, or unnecessary delay takes place in
enterin h ster, the f f% on having become or ceased to be a member, the person
aggrievéd, or any member of\the™Corfpany, or the company may appeal in such form as may be
prescribed, to the Tribunal, or to a competent court outside India, specified by the Central Government by

notification, in respect of foreign members or debenture holders residing outside India, for rectification of
the register.

(2) The Tribunal may, after hearing the parties to the appeal under sub-section (1) by order, either
dismiss the appeal or direct that the transfer or transmission shall be registered by the company within a
period of ten days of the receipt of the order or direct rectification of the records of the depository or the
register and in the latter case, direct the company to pay damages, if any, sustained by the party
aggrieved.

(3) The provisions of this section shall not restrict the right of a holder of securities, to transfer such
securities and any person acquiring such securities shall be entitled to voting rights unless the voting
rights have been suspended by an order of the Tribunal.

(4) Where the transfer of securities is in contravention of any of the provisions of the Securities
Contracts (Regulation) Act, 1956 (42 of 1956), the Securities and Exchange Board of India Act, 1992 (15
of 1992) or this Act or any other law for the time being in force, the Tribunal may, on an application
made by the depository, company, depository participant, the holder of the securities or the Securities and
Exchange Board, direct any company or a depository to set right the contravention and rectify its register
or records concerned.

(5) If any default is made in complying with the order of the Tribunal under this section, the company
shall be punishable with fine which shall not be less than one lakh rupees but which may extend to five
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(7) Where a company buys back its own shares or other specified securities, it shall extinguish and
physically destroy the shares or securities so bought back within seven days of the last date of completion
of buy-back.

(8) Where a company completes a buy-back of its shares or other specified securities under this
section, it shall not make a further issue of the same kind of shares or other securities including allotment
of new shares under clause (a) of sub-section (1) of section 62 or other specified securities within a period
of six months except by way of a bonus issue or in the discharge of subsisting obligations such as
conversion of warrants, stock option schemes, sweat equity or conversion of preference shares or
debentures into equity shares.

(9) Where a company buys back its shares or other specified securities under this section, it shall
maintain a register of the shares or securities so bought, the consideration paid for the shares or securities
bought back, the date of cancellation of shares or securities, the date of extinguishing and physically
destroying the shares or securities and such other particulars as may be prescribed.

(10) A company shall, after the completion of the buy-back under this section, file with the Registrar
and the Securities and Exchange Board a return containing such particulars relating to the buy-back
within thirty days of such completion, as may be prescribed:

Provided that no return shall be filed with the Securities and Exchange Board by a company whose
shares are not listed on any recognised stock exchange.

(11) If a company makes any default in complying with the provisions of this section or any
regulation made by the Securities and Exchange Board, for the purposes of clause (f) of sub-section (2),
the company shall be punishable with fine which shall not be less than one lakh rupees hut which may
extend to three lakh rupees and every officer of the company who is in default shaII %hable with
imprisonment for a term which may extend to three years or with fine Whlc ess than one
lakh rupees but which may extend to three lakh rupees, or with both

afo “spemﬁed securities” includes

t edb t %tral Government from time to
time. _& é
Explanation IILFe\N “p‘ses of thi @onOf

account,

Explanation |.—For the purposes of thlS sec 0
employees’ stock option or other securities

e reserves” includes securities premium

qur of certain Pn pltal redemption reserve account.—(1) Where a company
purchases its own shares out of free reserves or securities premium account, a sum equal to the nominal
value of the shares so purchased shall be transferred to the capital redemption reserve account and details
of such transfer shall be disclosed in the balance sheet.

(2) The capital redemption reserve account may be applied by the company, in paying up unissued
shares of the company to be issued to members of the company as fully paid bonus shares.

70. Prohibition for buy-back in certain circumstances.—(1) No company shall directly or
indirectly purchase its own shares or other specified securities—

(a) through any subsidiary company including its own subsidiary companies;
(b) through any investment company or group of investment companies; or

(c) if a default, is made by the company, in the repayment of deposits accepted either before or
after the commencement of this Act, interest payment thereon, redemption of debentures or
preference shares or payment of dividend to any shareholder, or repayment of any term loan or
interest payable thereon to any financial institution or banking company:

Provided that the buy-back is not prohibited, if the default is remedied and a period of three years
has lapsed after such default ceased to subsist.

(2) No company shall, directly or indirectly, purchase its own shares or other specified securities in
case such company has not complied with the provisions of sections 92, 123, 127 and section 129.
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(6) Where any declaration under this section is made to a company, the company shall make a note of
such declaration in the register concerned and shall file, within thirty days from the date of receipt of
declaration by it, a return in the prescribed form with the Registrar in respect of such declaration with
such fees or additional fees as may be prescribed, within the time specified under section 403.

(7) If a company, required to file a return under sub-section (6), fails to do so before the expiry of the
time specified under the first proviso to sub-section (1) of section 403, the company and every officer of
the company who is in default shall be punishable with fine which shall not be less than five hundred
rupees but which may extend to one thousand rupees and where the failure is a continuing one, with a
further fine which may extend to one thousand rupees for every day after the first during which the failure
continues.

(8) No right in relation to any share in respect of which a declaration is required to be made under this
section but not made by the beneficial owner, shall be enforceable by him or by any person claiming
through him.

(9) Nothing in this section shall be deemed to prejudice the obligation of a company to pay dividend
to its members under this Act and the said obligation shall, on such payment, stand discharged.

90. Investigation of beneficial ownership of shares in certain cases.—Where it appears to the
Central Government that there are reasons so to do, it may appoint one or more competent persons to
investigate and report as to beneficial ownership with regard to any share or class of shares and the
provisions of section 216 shall, as far as may be, apply to such investigation as if it were an investigation
ordered under that section.

company may close the register of members or the register of debenture- holders or th ter of other
security holders for any period or periods not exceeding in the aggregate fort year, but
not exceeding thirty days at any one time, subject to giving of pre Ieast seven days or

such lesser period as may be specified by Securities an %% d for listed companies or the
companies which intend to get their securities list S“ eras be prescribed.

91. Power to close register of members or debenture-holders or other security hg;s —(1) A

(2) If the register of member m@ olders rity holders is closed without
giving the notice as Qrow ed i % n (1 r notice than that so provided, or for
pecmed in that sub-section, the company and

a contmuous or agjc_x erlod in exc
every g) mpany ag all be liable to a penalty of five thousand rupees for
] hru

every ect to a maximu pees during which the register is kept closed.

92. Annual return.—(1) Every company shall prepare a return (hereinafter referred to as the annual
return) in the prescribed form containing the particulars as they stood on the close of the financial year
regarding—

(a) its registered office, principal business activities, particulars of its holding, subsidiary and
associate companies;

(b) its shares, debentures and other securities and shareholding pattern;
(c) its indebtedness;

(d) its members and debenture-holders along with changes therein since the close of the previous
financial year;

(e) its promoters, directors, key managerial personnel along with changes therein since the close
of the previous financial year;

(f) meetings of members or a class thereof, Board and its various committees along with
attendance details;

(g) remuneration of directors and key managerial personnel;

(h) penalty or punishment imposed on the company, its directors or officers and details of
compounding of offences and appeals made against such penalty or punishment;
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(b) require a copy of any such register or entries therein or return on payment of such fees as may
be prescribed.

(4) If any inspection or the making of any extract or copy required under this section is refused, the
company and every officer of the company who is in default shall be liable, for each such default, to a
penalty of one thousand rupees for every day subject to a maximum of one lakh rupees during which the
refusal or default continues.

(5) The Central Government may also, by order, direct an immediate inspection of the document, or
direct that the extract required shall forthwith be allowed to be taken by the person requiring it.

95. Registers, etc., to be evidence.—The registers, their indices and copies of annual returns
maintained under sections 88 and 94 shall be prima facie evidence of any matter directed or authorised to
be inserted therein by or under this Act.

96. Annual general meeting.— (1) Every company other than a One Person Company shall in each
year hold in addition to any other meetings, a general meeting as its annual general meeting and shall
specify the meeting as such in the notices calling it, and not more than fifteen months shall elapse
between the date of one annual general meeting of a company and that of the next:

Provided that in case of the first annual general meeting, it shall be held within a period of nine
months from the date of closing of the first financial year of the company and in any other case, within a
period of six months, from the date of closing of the financial year:

Provided further that if a company holds its first annual general meeting as aforesaid, it shall not be
necessary for the company to hold any annual general meeting in the year of its incorporation:

Provided also that the Registrar may, for any special reason, extend the time Within&v,v%my annual
general meeting, other than the first annual general meeting, shall be held, by a@@ n eeding three
months.

(2) Every annual general meeting shall be ¢ T-b% rrours, that is, between 9 a.m. and 6
p.m. on any day that is not a National Hol ?&@ held at the registered office of the
company or at some other placesw, bﬂ% town or Iagz h the registered office of the
company is situate: 9‘(‘ \{

Prowd? é\r \la\lGovern )@(@pt any company from the provisions of this sub-
C

sectio

h conditi pose
Explanatlon —For the purposes Of this sub-section, “National Holiday” means and includes a day
declared as National Holiday by the Central Government.

97. Power of Tribunal to call annual general meeting.—(1) If any default is made in holding the
annual general meeting of a company under section 96, the Tribunal may, notwithstanding anything
contained in this Act or the articles of the company, on the application of any member of the company,
call, or direct the calling of, an annual general meeting of the company and give such ancillary or
consequential directions as the Tribunal thinks expedient:

Provided that such directions may include a direction that one member of the company present in
person or by proxy shall be deemed to constitute a meeting.

(2) A general meeting held in pursuance of sub-section (1) shall, subject to any directions of the
Tribunal, be deemed to be an annual general meeting of the company under this Act.

98. Power of Tribunal to call meetings of members, etc.—(1) If for any reason it is impracticable
to call a meeting of a company, other than an annual general meeting, in any manner in which meetings of
the company may be called, or to hold or conduct the meeting of the company in the manner prescribed
by this Act or the articles of the company, the Tribunal may, either suo motu or on the application of any
director or member of the company who would be entitled to vote at the meeting,—

(a) order a meeting of the company to be called, held and conducted in such manner as the
Tribunal thinks fit; and
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(5) The Central Government shall constitute, by notification, an authority for administration of the
Fund consisting of a chairperson and such other members, not exceeding seven and a chief executive
officer, as the Central Government may appoint.

(6) The manner of administration of the Fund, appointment of chairperson, members and chief
executive officer, holding of meetings of the authority shall be in accordance with such rules as may be
prescribed.

(7) The Central Government may provide to the authority such offices, officers, employees and other
resources in accordance with such rules as may be prescribed.

(8) The authority shall administer the Fund and maintain separate accounts and other relevant records
in relation to the Fund in such form as may be prescribed after consultation with the Comptroller and
Auditor-General of India.

(9) It shall be competent for the authority constituted under sub-section (5) to spend money out of the
Fund for carrying out the objects specified in sub-section (3).

(10) The accounts of the Fund shall be audited by the Comptroller and Auditor-General of India at
such intervals as may be specified by him and such audited accounts together with the audit report
thereon shall be forwarded annually by the authority to the Central Government.

(11) The authority shall prepare in such form and at such time for each financial year as may be
prescribed its annual report giving a full account of its activities during the financial year and forward a
copy thereof to the Central Government and the Central Government shall cause the annual report and the
audit report given by the Comptroller and Auditor-General of India to be laid before each House of

Parliament ¥

126. Right to dividend, rights shares and bonus shares to be htg ce pending
registration of transfer of shares.—Where any mstrument of tra as been delivered to
any company for registration and the transfer of such sh reglstered by the company, it

shall, notwithstanding anything contained in any |s
(a) transfer the d|V|dend ares to e vidend Account referred to in
d

section 124 unless the ¢ orlse ﬁs er of such shares in writing to pay
such dividen{?a ree specm trutrient of transfer; and
beyance i

P(e@in I@% h shares, any offer of rights shares under clause (a) of sub-
section (1) of section 62 al of fully paid-up bonus shares in pursuance of first proviso to

sub-section (5) of section 123.

127. Punishment for failure to distribute dividends.—Where a dividend has been declared by a
company but has not been paid or the warrant in respect thereof has not been posted within thirty days
from the date of declaration to any shareholder entitled to the payment of the dividend, every director of
the company shall, if he is knowingly a party to the default, be punishable with imprisonment which may
extend to two years and with fine which shall not be less than one thousand rupees for every day during
which such default continues and the company shall be liable to pay simple interest at the rate of eighteen
per cent. per annum during the period for which such default continues:

Provided that no offence under this section shall be deemed to have been committed:—
(a) where the dividend could not be paid by reason of the operation of any law;

(b) where a shareholder has given directions to the company regarding the payment of the
dividend and those directions cannot be complied with and the same has been communicated to him;

(c) where there is a dispute regarding the right to receive the dividend:;

(d) where the dividend has been lawfully adjusted by the company against any sum due to it from
the shareholder; or

(e) where, for any other reason, the failure to pay the dividend or to post the warrant within the
period under this section was not due to any default on the part of the company.

79



CHAPTER IX
ACCOUNTS OF COMPANIES

128. Books of account, etc., to be kept by company.—(1) Every company shall prepare and keep at
its registered office books of account and other relevant books and papers and financial statement for
every financial year which give a true and fair view of the state of the affairs of the company, including
that of its branch office or offices, if any, and explain the transactions effected both at the registered office
and its branches and such books shall be kept on accrual basis and according to the double entry system
of accounting:

Provided that all or any of the books of account aforesaid and other relevant papers may be kept at
such other place in India as the Board of Directors may decide and where such a decision is taken, the
company shall, within seven days thereof, file with the Registrar a notice in writing giving the full address
of that other place:

Provided further that the company may keep such books of account or other relevant papers in
electronic mode in such manner as may be prescribed.

(2) Where a company has a branch office in India or outside India, it shall be deemed to have
complied with the provisions of sub-section (1), if proper books of account relating to the transactions
effected at the branch office are kept at that office and proper summarized returns periodically are sent by
the branch office to the company at its registered office or the other place referred to in sub-section (1).

(3) The books of account and other books and papers maintained by the company within India shall
be open for inspection at the registered office of the company or at such other place in India by any
director during business hours, and in the case of financial information, if any, malntal outside the
country, copies of such financial information shall be maintained and produced n by any
director subject to such conditions as may be prescribed:

Provided that the inspection in respect of any sub3| aAn%ny shall be done only by the
person authorised in this behalf by a resolution of { ctors

(4) Where an inspection |s ub sectlon (* 2\’1 and other employees of the

SSi

company shall glve to the p r o chi io ce in connection with the inspection
which the comp exp te

f account m ny relating to a period of not less than eight financial years
|mmed er precedmg a financhal y: where the company had been in existence for a period less than
eight years, in respect of all the preceding years together with the vouchers relevant to any entry in such
books of account shall be kept in good order:

Provided that where an investigation has been ordered in respect of the company under Chapter X1V,
the Central Government may direct that the books of account may be kept for such longer period as it
may deem fit.

(6) If the managing director, the whole-time director in charge of finance, the Chief Financial Officer
or any other person of a company charged by the Board with the duty of complying with the provisions of
this section, contravenes such provisions, such managing director, whole-time director in charge of
finance, Chief Financial officer or such other person of the company shall be punishable with
imprisonment for a term which may extend to one year or with fine which shall not be less than fifty
thousand rupees but which may extend to five lakh rupees or with both.

129. Financial statement.— (1) The financial statements shall give a true and fair view of the state
of affairs of the company or companies, comply with the accounting standards notified under section 133
and shall be in the form or forms as may be provided for different class or classes of companies in
Schedule I1I:

Provided that the items contained in such financial statements shall be in accordance with the
accounting standards:
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Provided further that nothing contained in this sub-section shall apply to any insurance or banking
company or any company engaged in the generation or supply of electricity, or to any other class of
company for which a form of financial statement has been specified in or under the Act governing such
class of company:

Provided also that the financial statements shall not be treated as not disclosing a true and fair view
of the state of affairs of the company, merely by reason of the fact that they do not disclose—

(a) in the case of an insurance company, any matters which are not required to be disclosed by the
Insurance Act, 1938 (4 of 1938), or the Insurance Regulatory and Development Authority Act, 1999
(41 of 1999);

(b) in the case of a banking company, any matters which are not required to be disclosed by the
Banking Regulation Act, 1949 (10 of 1949);

(c) in the case of a company engaged in the generation or supply of electricity, any matters which
are not required to be disclosed by the Electricity Act, 2003 (36 of 2003);

(d) in the case of a company governed by any other law for the time being in force, any matters
which are not required to be disclosed by that law.

(2) At every annual general meeting of a company, the Board of Directors of the company shall lay
before such meeting financial statements for the financial year.

(3) Where a company has one or more subsidiaries, it shall, in addition to financial statements
provided under sub-section (2), prepare a consolidated financial statement of the company and of all the
subsidiaries in the same form and manner as that of its own which shall also be laid before the annual
general meeting of the company along with the laying of its financial statement under s %n (2):

Provided that the company shall also attach along with its financial atﬁ@s arate statement
containing the salient features of the financial statement of its sésna_ subsidiaries in such form as

may be prescribed: -‘e

Provided further that the Central G m provi f%%consolidation of accounts of
companies in such manner as ma -‘

ibed.
Explanation.ﬂxﬁ\mposes of thi Su%%pn, e word “subsidiary” shall include associate
compa@T@ eMtUTe. é
(4) ¥The provisions of thigcaab cable to the preparation, adoption and audit of the financial

statements of a holding company shall, mutatis mutandis, apply to the consolidated financial statements
referred to in sub-section (3).

(5) Without prejudice to sub-section (1), where the financial statements of a company do not comply
with the accounting standards referred to in sub-section (1), the company shall disclose in its financial
statements, the deviation from the accounting standards, the reasons for such deviation and the financial
effects, if any, arising out of such deviation.

(6) The Central Government may, on its own or on an application by a class or classes of companies,
by notification, exempt any class or classes of companies from complying with any of the requirements of
this section or the rules made thereunder, if it is considered necessary to grant such exemption in the
public interest and any such exemption may be granted either unconditionally or subject to such
conditions as may be specified in the notification.

(7) If a company contravenes the provisions of this section, the managing director, the whole-time
director in charge of finance, the Chief Financial Officer or any other person charged by the Board with
the duty of complying with the requirements of this section and in the absence of any of the officers
mentioned above, all the directors shall be punishable with imprisonment for a term which may extend to
one year or with fine which shall not be less than fifty thousand rupees but which may extend to five lakh
rupees, or with both.

Explanation.—For the purposes of this section, except where the context otherwise requires, any
reference to the financial statement shall include any notes annexed to or forming part of such financial
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Provided further that an auditor, whether individual or firm, against whom final order has been passed
by the Tribunal under this section shall not be eligible to be appointed as an auditor of any company for a
period of five years from the date of passing of the order and the auditor shall also be liable for action
under section 447.

Explanation I.—It is hereby clarified that the case of a firm, the liability shall be of the firm and that
of every partner or partners who acted in a fraudulent manner or abetted or colluded in any fraud by, or in
relation to, the company or its director or officers.

Explanation Il.—For the purposes of this Chapter the word “auditor” includes a firm of auditors.

141. Eligibility, qualifications and disqualifications of auditors.— (1) A person shall be eligible
for appointment as an auditor of a company only if he is a chartered accountant:

Provided that a firm whereof majority of partners practising in India are qualified for appointment as
aforesaid may be appointed by its firm name to be auditor of a company.

(2) Where a firm including a limited liability partnership is appointed as an auditor of a company,
only the partners who are chartered accountants shall be authorised to act and sign on behalf of the firm.

(3) The following persons shall not be eligible for appointment as an auditor of a company,
namely:—

(a) a body corporate other than a limited liability partnership registered under the Limited
Liability Partnership Act, 2008 (6 of 2009);

(b) an officer or employee of the company;

(c) a person who is a partner, or who is in the employment, of an officer or oyee of the
company;

(d) a person who, or his relative or partner— a\e .CO ’

(i) is holding any security of or intergsty 'E or its subsidiary, or of its holding or
associate company or a subsidiary, ch\n

comp :ﬁ
Provided that the reﬁ;ﬁ@a old s ritgﬁntaz: n the company of face value not
r

e prescribed;

exceedinq‘@ d rupees or such @u
(i debted to$ m%eor its subsidiary, or its holding or associate company or a
g Y,

ubsidiary of such hol in excess of such amount as may be prescribed; or

(iii) has given a guarantee or provided any security in connection with the indebtedness of
any third person to the company, or its subsidiary, or its holding or associate company or a
subsidiary of such holding company, for such amount as may be prescribed,;

(e) a person or a firm who, whether directly or indirectly, has business relationship with the
company, or its subsidiary, or its holding or associate company or subsidiary of such holding
company or associate company of such nature as may be prescribed;

(f) a person whose relative is a director or is in the employment of the company as a director or
key managerial personnel;

(9) a person who is in full time employment elsewhere or a person or a partner of a firm holding
appointment as its auditor, if such persons or partner is at the date of such appointment or
reappointment holding appointment as auditor of more than twenty companies;

(h) a person who has been convicted by a court of an offence involving fraud and a period of ten
years has not elapsed from the date of such conviction;

(i) any person whose subsidiary or associate company or any other form of entity, is engaged as
on the date of appointment in consulting and specialised services as provided in section 144,
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(5) Where, in case of audit of a company being conducted by an audit firm, it is proved that the
partner or partners of the audit firm has or have acted in a fraudulent manner or abetted or colluded in any
fraud by, or in relation to or by, the company or its directors or officers, the liability, whether civil or
criminal as provided in this Act or in any other law for the time being in force, for such act shall be of the
partner or partners concerned of the audit firm and of the firm jointly and severally.

148. Central Government to specify audit of items of cost in respect of certain companies.— (1)
Notwithstanding anything contained in this Chapter, the Central Government may, by order, in respect of
such class of companies engaged in the production of such goods or providing such services as may be
prescribed, direct that particulars relating to the utilisation of material or labour or to other items of cost
as may be prescribed shall also be included in the books of account kept by that class of companies:

Provided that the Central Government shall, before issuing such order in respect of any class of
companies regulated under a special Act, consult the regulatory body constituted or established under
such special Act.

(2) If the Central Government is of the opinion, that it is necessary to do so, it may, by order, direct
that the audit of cost records of class of companies, which are covered under sub-section (1) and which
have a net worth of such amount as may be prescribed or a turnover of such amount as may be prescribed,
shall be conducted in the manner specified in the order.

(3) The audit under sub-section (2) shall be conducted by a Cost Accountant in practice who shall be
appointed by the Board on such remuneration as may be determined by the members in such manner as
may be prescribed:

Provided that no person appointed under section 139 as an auditor of the company sha be appointed
for conducting the audit of cost records:

Provided further that the auditor conducting the cost audit sh m@@h' e cost auditing
standards. é .

Explanation.—For the purposes of this sub @%sswg\os‘c auditing standards” mean

such standards as are issued by the Instlt Works ts of India, constituted under
the Cost and Works Accountants { of the Central Government.

(4) An audlt der this se dltlon to the audit conducted under section
143.

(S)Pe qualifications, de%% rights, duties and obligations applicable to auditors under this
Chapter shall, so far as may be applicable, apply to a cost auditor appointed under this section and it shall
be the duty of the company to give all assistance and facilities to the cost auditor appointed under this
section for auditing the cost records of the company:

Provided that the report on the audit of cost records shall be submitted by the cost accountant in
practice to the Board of Directors of the company.

(6) A company shall within thirty days from the date of receipt of a copy of the cost audit report
prepared in pursuance of a direction under sub-section (2) furnish the Central Government with such
report along with full information and explanation on every reservation or qualification contained therein.

(7) If, after considering the cost audit report referred to under this section and the information and
explanation furnished by the company under sub-section (6), the Central Government is of the opinion
that any further information or explanation is necessary, it may call for such further information and
explanation and the company shall furnish the same within such time as may be specified by that
Government.

(8) If any default is made in complying with the provisions of this section,—

(a) the company and every officer of the company who is in default shall be punishable in the
manner as provided in sub-section (1) of section 147;

(b) the cost auditor of the company who is in default shall be punishable in the manner as
provided in sub-sections (2) to (4) of section 147.
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(A) a firm of auditors or company secretaries in practice or cost auditors of the company
or its holding, subsidiary or associate company; or

(B) any legal or a consulting firm that has or had any transaction with the company, its
holding, subsidiary or associate company amounting to ten per cent. or more of the gross
turnover of such firm;

(iii) holds together with his relatives two per cent. or more of the total voting power of the
company; or

(iv) is a Chief Executive or director, by whatever name called, of any nonprofit organisation
that receives twenty-five per cent. or more of its receipts from the company, any of its promoters,
directors or its holding, subsidiary or associate company or that holds two per cent. or more of the
total voting power of the company; or

(f) who possesses such other qualifications as may be prescribed.

(7) Every independent director shall at the first meeting of the Board in which he participates as a
director and thereafter at the first meeting of the Board in every financial year or whenever there is any
change in the circumstances which may affect his status as an independent director, give a declaration that
he meets the criteria of independence as provided in sub-section (6).

Explanation.—For the purposes of this section, “nominee director” means a director nominated by
any financial institution in pursuance of the provisions of any law for the time being in force, or of any
agreement, or appointed by any Government, or any other person to represent its interests.

(8) The company and independent directors shall abide by the provisions specified in Schedule IV.

(9) Notwithstanding anything contained in any other provision of this b\i}s ject to the
provisions of sections 197 and 198, an independent director shaII not t|t ock option and
may receive remuneration by way of fee provided under sub- se & n 197, reimbursement of
expenses for participation in the Board and other m@@ |t related commission as may be

approved by the members. %
(10) Subject to the prowsmnﬁj‘(&J 52, an mde ﬁ’n % all hold office for a term up to
five consecutive years fa compa eligible for reappointment on passing of a

special res W pany and g h appointment in the Board's report.

1?V standing any? ned in sub-section (10), no independent director shall hold
office for more than two cohsecutive terms, but such independent director shall be eligible for
appointment after the expiration of three years of ceasing to become an independent director:

Provided that an independent director shall not, during the said period of three years, be appointed in
or be associated with the company in any other capacity, either directly or indirectly.

Explanation.—For the purposes of sub-sections (10) and (11), any tenure of an independent director
on the date of commencement of this Act shall not be counted as a term under those sub-sections.

(12) Notwithstanding anything contained in this Act,—

(i) an independent director;
(i) a non-executive director not being promoter or key managerial personnel,

shall be held liable, only in respect of such acts of omission or commission by a company which had
occurred with his knowledge, attributable through Board processes, and with his consent or connivance or
where he had not acted diligently.

(13) The provisions of sub-sections (6) and (7) of section 152 in respect of retirement of directors by
rotation shall not be applicable to appointment of independent directors.

150. Manner of selection of independent directors and maintenance of databank of independent
directors.— (1) Subject to the provisions contained in sub-section (6) of section 149, an independent
director may be selected from a data bank containing names, addresses and qualifications of persons who
are eligible and willing to act as independent directors, maintained by any body, institute or association,
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as may by notified by the Central Government, having expertise in creation and maintenance of such data
bank and put on their website for the use by the company making the appointment of such directors:

Provided that responsibility of exercising due diligence before selecting a person from the data bank
referred to above, as an independent director shall lie with the company making such appointment.

(2) The appointment of independent director shall be approved by the company in general meeting as
provided in sub-section (2) of section 152 and the explanatory statement annexed to the notice of the
general meeting called to consider the said appointment shall indicate the justification for choosing the
appointee for appointment as independent director.

(3) The data bank referred to in sub-section (1), shall create and maintain data of persons willing to
act as independent director in accordance with such rules as may be prescribed.

(4) The Central Government may prescribe the manner and procedure of selection of independent
directors who fulfil the qualifications and requirements specified under section 149.

151. Appointment of director elected by small shareholders.— A listed company may have one
director elected by such small shareholders in such manner and with such terms and conditions as may be
prescribed.

Explanation.—For the purposes of this section “small shareholders” means a shareholder holding
shares of nominal value of not more than twenty thousand rupees or such other sum as may be prescribed.

152. Appointment of directors.— (1) Where no provision is made in the articles of a company for
the appointment of the first director, the subscribers to the memorandum who are individuals shall be
deemed to be the first directors of the company until the directors are duly appointed and in case of a One
Person Company an individual being member shall be deemed to be its first director u t| director or
directors are duly appointed by the member in accordance with the provisions

(2) Save as otherwise expressly provided in this Act, e )a_ r-(g:gll be appointed by the
company in general meeting. g

(3) No person shall be appomted as toh\ omp % wz%%s been allotted the Director

Identification Number under sec

(4) Every pers 3“% e ap 0| Qﬂr or by the company in general meeting or
other h(z IS Dlrecté‘@écat umber and a declaration that he is not disqualified to

becorﬁ@d*ﬁ under this

(5) A person appointed as a dlrector shall not act as a director unless he gives his consent to hold the
office as director and such consent has been filed with the Registrar within thirty days of his appointment
in such manner as may be prescribed:

Provided that in the case of appointment of an independent director in the general meeting, an
explanatory statement for such appointment, annexed to the notice for the general meeting, shall include a
statement that in the opinion of the Board, he fulfils the conditions specified in this Act for such an
appointment.

(6) (a) Unless the articles provide for the retirement of all directors at every annual general meeting,
not less than two-thirds of the total number of directors of a public company shall—

(i) be persons whose period of office is liable to determination by retirement of directors by
rotation; and

(ii) save as otherwise expressly provided in this Act, be appointed by the company in general
meeting.

(b) The remaining directors in the case of any such company shall, in default of, and subject to
any regulations in the articles of the company, also be appointed by the company in general meeting.

(c) At the first annual general meeting of a public company held next after the date of the general
meeting at which the first directors are appointed in accordance with clauses (a) and (b) and at every
subsequent annual general meeting, one-third of such of the directors for the time being as are liable
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(4) Every officer of the company whose duty is to give notice under this section and who fails to do
so shall be liable to a penalty of twenty-five thousand rupees.

(5) A One Person Company, small company and dormant company shall be deemed to have complied
with the provisions of this section if at least one meeting of the Board of Directors has been conducted in
each half of a calendar year and the gap between the two meetings is not less than ninety days:

Provided that nothing contained in this sub-section and in section 174 shall apply to One Person
Company in which there is only one director on its Board of Directors.

174. Quorum for meetings of Board.— (1) The quorum for a meeting of the Board of Directors of a
company hall be one-third of its total strength or two directors, whichever is higher, and the participation
of the directors by video conferencing or by other audio visual means shall also be counted for the
purposes of quorum under this sub-section.

(2) The continuing directors may act notwithstanding any vacancy in the Board; but, if and so long as
their number is reduced below the quorum fixed by the Act for a meeting of the Board, the continuing
directors or director may act for the purpose of increasing the number of directors to that fixed for the
guorum, or of summoning a general meeting of the company and for no other purpose.

(3) Where at any time the number of interested directors exceeds or is equal to two-thirds of the total
strength of the Board of Directors, the number of directors who are not interested directors and present at
the meeting, being not less than two, shall be the quorum during such time.

Explanation.—For the purposes of this sub-section, “interested director” means a director within the
meaning of sub-section (2) of section 184.

(4) Where a meeting of the Board could not be held for want of quorum, then, unﬁ%articles of
the company otherwise provide, the meeting shall automatically stand adjour e day at the
same time and place in the next week or if that day is a national %T@ ti ext succeeding day,

which is not a national holiday, at the same time and place _‘.

ose places are vacant.

(i) “total\sj 11 not 1nC|ude d
resoluti m.ﬂalon — (1) No resolution shall be deemed to have been duly
e

passed y the Board or by a reof by circulation, unless the resolution has been circulated in
draft, together with the necessary papers, if any, to all the directors, or members of the committee, as the
case may be, at their addresses registered with the company in India by hand delivery or by post or by
courier, or through such electronic means as may be prescribed and has been approved by a majority of
the directors or members, who are entitled to vote on the resolution:

Explanation.—For the purposes of this s |
(i) any fraction of a num nded %

Provided that, where not less than one-third of the total number of directors of the company for the
time being require that any resolution under circulation must be decided at a meeting, the chairperson
shall put the resolution to be decided at a meeting of the Board.

(2) A resolution under sub-section (1) shall be noted at a subsequent meeting of the Board or the
committee thereof, as the case may be, and made part of the minutes of such meeting.

176. Defects in appointment of directors not to invalidate actions taken.— No act done by a
person as a director shall be deemed to be invalid, notwithstanding that it was subsequently noticed that
his appointment was invalid by reason of any defect or disqualification or had terminated by virtue of any
provision contained in this Act or in the articles of the company:

Provided that nothing in this section shall be deemed to give validity to any act done by the director
after his appointment has been noticed by the company to be invalid or to have terminated.

177. Audit Committee.— (1) The Board of Directors of every listed company and such other class or
classes of companies, as may be prescribed, shall constitute an Audit Committee.
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Provided that prior approval of a public financial institution shall not be required where the aggregate
of the loans and investments so far made, the amount for which guarantee or security so far provided to or
in all other bodies corporate, along with the investments, loans, guarantee or security proposed to be made
or given does not exceed the limit as specified in sub-section (2), and there is no default in repayment of
loan instalments or payment of interest thereon as per the terms and conditions of such loan to the public
financial institution.

(6) No company, which is registered under section 12 of the Securities and Exchange Board of India
Act, 1992 (15 of 1992) and covered under such class or classes of companies as may be prescribed, shall
take inter-corporate loan or deposits exceeding the prescribed limit and such company shall furnish in its
financial statement the details of the loan or deposits.

(7) No loan shall be given under this section at a rate of interest lower than the prevailing yield of one
year, three year, five year or ten year Government Security closest to the tenor of the loan.

(8) No company which is in default in the repayment of any deposits accepted before or after the
commencement of this Act or in payment of interest thereon, shall give any loan or give any guarantee or
provide any security or make an acquisition till such default is subsisting.

(9) Every company giving loan or giving a guarantee or providing security or making an acquisition
under this section shall keep a register which shall contain such particulars and shall be maintained in
such manner as may be prescribed.

(10) The register referred to in sub-section (9) shall be kept at the registered office of the company
and —

(a) shall be open to inspection at such office; and

(b) extracts may be taken therefrom by any member, and coples there r@ b&l\%hed to any
member of the company on payment of such fees as may be pres
sa"apply—

(11) Nothing contained in this section, except su

(a) to a loan made, guarante OVId g company or an insurance
company or a housmg flnan r@ yWin the or %;arﬁirfse business or a company engaged

in the business of f@ mpanles astructural facilities;
|on—

@E) made by a n |nanC|aI company registered under Chapter 111B of the Reserve
Bank of India Act, 1934 (2 of 1934) and whose principal business is acquisition of securities:

Provided that exemption to non-banking financial company shall be in respect of its
investment and lending activities;

(if) made by a company whose principal business is the acquisition of securities;
(iii) of shares allotted in pursuance of clause (a) of sub-section (1) of section 62.
(12) The Central Government may make rules for the purposes of this section.

(13) If a company contravenes the provisions of this section, the company shall be punishable with
fine which shall not be less than twenty-five thousand rupees but which may extend to five lakh rupees
and every officer of the company who is in default shall be punishable with imprisonment for a term
which may extend to two years and with fine which shall not be less than twenty-five thousand rupees but
which may extend to one lakh rupees.

Explanation.—For the purposes of this section,—

(a) the expression “investment company” means a company whose principal business is the
acquisition of shares, debentures or other securities;

(b) the expression “infrastructure facilities” means the facilities specified in Schedule V1.
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(iii) an offer made by or on behalf of an individual with a view to his obtaining the right to
exercise, or control the exercise of, not less than one-third of the total voting power at any general
meeting of the company; or

(iv) any other offer which is conditional on acceptance to a given extent, receive any payment
by way of compensation for loss of office or as consideration for retirement from office, or in
connection with such loss or retirement from such company or from the transferee of such
undertaking or property, or from the transferees of shares or from any other person, not being
such company, unless particulars as may be prescribed with respect to the payment proposed to
be made by such transferee or person, including the amount thereof, have been disclosed to the
members of the company and the proposal has been approved by the company in general meeting.

(2) Nothing in sub-section (1) shall affect any payment made by a company to a managing director or
whole-time director or manager of the company by way of compensation for loss of office or as
consideration for retirement from office or in connection with such loss or retirement subject to limits or
priorities, as may be prescribed.

(3) If the payment under sub-section (1) or sub-section (2) is not approved for want of quorum either
in a meeting or an adjourned meeting, the proposal shall not be deemed to have been approved.

(4) Where a director of a company receives payment of any amount in contravention of sub-section
(1) or the proposed payment is made before it is approved in the meeting, the amount so received by the
director shall be deemed to have been received by him in trust for the company.

(5) If a director of the company contravenes the provisions of this section, such director shall be
punishable with fine which shall not be less than twenty-five thousand rupees but which extend to
one lakh rupees. V

(6) Nothing in this section shall be taken to prejudice the operatlo Q@ g disclosure to
be made with respect to any payment received under thls sectl ike payments made to a

an arrangement by which—

director.
192. Restriction on non-cash transms mlgg ‘%taz%lo company shall enter into

@ a dlr‘ea% company or i 2 |d|ary or associate company or a person

cov acgeﬁg ssets for consideration other than cash, from the
co

(b) the company acquires or is to acquire assets for consideration other than cash, from such
director or person so connected,

unless prior approval for such arrangement is accorded by a resolution of the company in general meeting
and if the director or connected person is a director of its holding company, approval under this sub-
section shall also be required to be obtained by passing a resolution in general meeting of the holding
company.

(2) The notice for approval of the resolution by the company or holding company in general meeting
under sub-section (1) shall include the particulars of the arrangement along with the value of the assets
involved in such arrangement duly calculated by a registered valuer.

(3) Any arrangement entered into by a company or its holding company in contravention of the
provisions of this section shall be voidable at the instance of the company unless—

(a) the restitution of any money or other consideration which is the subject matter of the
arrangement is no longer possible and the company has been indemnified by any other person for any
loss or damage caused to it; or

(b) any rights are acquired bona fide for value and without notice of the contravention of the
provisions of this section by any other person.

193. Contract by One Person Company.— (1) Where One Person Company limited by shares or by
guarantee enters into a contract with the sole member of the company who is also the director of the
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200. Central Government or company to fix limit with regard to remuneration.—
Notwithstanding anything contained in this Chapter, the Central Government or a company may, while
according its approval under section 196, to any appointment or to any remuneration under section 197 in
respect of cases where the company has inadequate or no profits, fix the remuneration within the limits
specified in this Act, at such amount or percentage of profits of the company, as it may deem fit and while
fixing the remuneration, the Central Government or the company shall have regard to—

(a) the financial position of the company;

(b) the remuneration or commission drawn by the individual concerned in any other capacity;
(c) the remuneration or commission drawn by him from any other company;

(d) professional qualifications and experience of the individual concerned,;

(e) such other matters as may be prescribed.

201. Forms of, and procedure in relation to, certain applications.— (1) Every application made to
the Central Government under this Chapter shall be in such form as may be prescribed.

(2) (a) Before any application is made by a company to the Central Government under any of the
sections aforesaid, there shall be issued by or on behalf of the company a general notice to the members
thereof, indicating the nature of the application proposed to be made.

(b) Such notice shall be published at least once in a newspaper in the principal language of the district
in which the registered office of the company is situate and circulating in that district, and at least once in
English in an English newspaper circulating in that district.

(c) The copies of the notices, together with a certificate by the company as to t“\ﬁwbhcaﬂon
thereof, shall be attached to the application.

202. Compensation for loss of office of managlng or W regr or manager.— (1) A
company may make payment to a managing or who or manager, but not to any other
director, by way of compensation for Ioss of 0

S|derat %retlrement from office or in
connection with such loss or retir frb X %

(2) No payment \ﬁ der sub- sm following cases, namely:—
r:% ctor resign his e as a result of the reconstruction of the company, or
a a

mation Wl? ody corporate or bodies corporate, and is appointed as the
managmg or whole-time Wirector, manager or other officer of the reconstructed company or of the
body corporate resulting from the amalgamation;

(b) where the director resigns from his office otherwise than on the reconstruction of the company
or its amalgamation as aforesaid;

(c) where the office of the director is vacated under sub-section (1) of section 167;

(d) where the company is being wound up, whether by an order of the Tribunal or voluntarily,
provided the winding up was due to the negligence or default of the director;

(e) where the director has been guilty of fraud or breach of trust in relation to, or of gross
negligence in or gross mismanagement of, the conduct of the affairs of the company or any subsidiary
company or holding company thereof; and

(f) where the director has instigated, or has taken part directly or indirectly in bringing about, the
termination of his office.

(3) Any payment made to a managing or whole-time director or manager in pursuance of sub-section
(1) shall not exceed the remuneration which he would have earned if he had been in office for the
remainder of his term or for three years, whichever is shorter, calculated on the basis of the average
remuneration actually earned by him during a period of three years immediately preceding the date on
which he ceased to hold office, or where he held the office for a lesser period than three years, during
such period:
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(i) the business of the company is being conducted with intent to defraud its creditors, members
or any other persons or otherwise for a fraudulent or unlawful purpose, or that the company was
formed for any fraudulent or unlawful purpose; or

(ii) any person concerned in the formation of the company or the management of its affairs have
in connection therewith been guilty of fraud,

then, every officer of the company who is in default and the person or persons concerned in the formation
of the company or the management of its affairs shall be punishable for fraud in the manner as provided
in section 447.

214. Security for payment of costs and expenses of investigation.—Where an investigation is
ordered by the Central Government in pursuance of clause (b) of sub-section (1) of section 210, or in
pursuance of an order made by the Tribunal under section 213, the Central Government may before
appointing an inspector under subsection (3) of section 210 or clause (b) of section 213, require the
applicant to give such security not exceeding twenty-five thousand rupees as may be prescribed, as it may
think fit, for payment of the costs and expenses of the investigation and such security shall be refunded to
the applicant if the investigation results in prosecution.

215. Firm, body corporate or association not to be appointed as inspector.— No firm, body
corporate or other association shall be appointed as an inspector.

216. Investigation of ownership of company.— (1) Where it appears to the Central Government
that there is a reason so to do, it may appoint one or more inspectors to investigate and report on matters
relating to the company, and its membership for the purpose of determining the true persons—

(a) who are or have been financially interested in the success or failure, whether regl or apparent,
of the company; or e\(

(b) who are or have been able to control or to materially |an:5 ee &LQ)f the company.

(2) Without prejudice to its powers under sub-s ral Government shall appoint one
or more inspectors under that sub-section X\& n the c f any proceeding before it,
directs by an order that the affair, ny*ought to be regards the membership of
the company and other mat ﬁt@ e com for ‘“r es specified in sub-section (1).

3 Wh| W spector ﬁctlon (1), the Central Government may define the
scope ? e |gat|on ec s the matters or the period to which it is to extend or
otherwi$e, and in partlcular he investigation to matters connected with particular shares or
debentures.

(4) Subject to the terms of appointment of an inspector, his powers shall extend to the investigation of
any circumstances suggesting the existence of any arrangement or understanding which, though not
legally binding, is or was observed or is likely to be observed in practice and which is relevant for the
purposes of his investigation.

217. Procedure, powers, etc., of inspectors.— (1) It shall be the duty of all officers and other
employees and agents including the former officers, employees and agents of a company which is under
investigation in accordance with the provisions contained in this Chapter, and where the affairs of any
other body corporate or a person are investigated under section 219, of all officers and other employees
and agents including former officers, employees and agents of such body corporate or a person—

(a) to preserve and to produce to an inspector or any person authorised by him in this behalf all
books and papers of, or relating to, the company or, as the case may be, relating to the other body
corporate or the person, which are in their custody or power; and

(b) otherwise to give to the inspector all assistance in connection with the investigation which
they are reasonably able to give.

(2) The inspector may require any body corporate, other than a body corporate referred to in sub-
section (1), to furnish such information to, or produce such books and papers before him or any person
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(9) The officers of the Central Government, State Government, police or statutory authority shall
provide assistance to the inspector for the purpose of inspection, inquiry or investigation, which the
inspector may, with the prior approval of the Central Government, require.

(10) The Central Government may enter into an agreement with the Government of a foreign State for
reciprocal arrangements to assist in any inspection, inquiry or investigation under this Act or under the
corresponding law in force in that State and may, by notification, render the application of this Chapter in
relation to a foreign State with which reciprocal arrangements have been made subject to such
modifications, exceptions, conditions and qualifications as may be deemed expedient for implementing
the agreement with that State.

(11) Notwithstanding anything contained in this Act or in the Code of Criminal Procedure, 1973 (2 of
1974) if, in the course of an investigation into the affairs of the company, an application is made to the
competent court in India by the inspector stating that evidence is, or may be, available in a country or
place outside India, such court may issue a letter of request to a court or an authority in such country or
place, competent to deal with such request, to examine orally, or otherwise, any person, supposed to be
acquainted with the facts and circumstances of the case, to record his statement made in the course of
such examination and also to require such person or any other person to produce any document or thing,
which may be in his possession pertaining to the case, and to forward all the evidence so taken or
collected or the authenticated copies thereof or the things so collected to the court in India which had
issued such letter of request:

Provided that the letter of request shall be transmitted in such manner as the Central Government may
specify in this behalf:

Provided further that every statement recorded or document or thing received under t?\'isub—section
shall be deemed to be the evidence collected during the course of investigation. Q

(12) Upon receipt of a letter of request from a court or an author ‘% r p‘)lace outside India,
competent to issue such letter in that country or place for é.l f any person or production of
any document or thing in relation to affairs of a stigag®p in that country or place, the

0 % ge)court concerned, which shall
S

Central Government may, if it thlnks f|t fi r of

thereupon summon the perso cord a@é e any document or thing to be
produced, or send t w nspector 3:% who shall thereupon investigate into the
affairs o c e manne a a company are investigated under this Act and the
inspec? |t the re @ rt within thirty days or such extended time as the court may
allow far further actlon

Provided that the evidence taken or collected under this sub-section or authenticated copies thereof or
the things so collected shall be forwarded by the court, to the Central Government for transmission, in
such manner as the Central Government may deem fit, to the court or the authority in country or place
outside India which had issued the letter of request.

218. Protection of employees during investigation.— (1) Notwithstanding anything contained in
any other law for the time being in force, if—

(a) during the course of any investigation of the affairs and other matters of or relating to a
company, other body corporate or person under section 210, section 212, section 213 or section 219
or of the membership and other matters of or relating to a company, or the ownership of shares in or
debentures of a company or body corporate, or the affairs and other matters of or relating to a
company, other body corporate or person, under section 216; or

(b) during the pendency of any proceeding against any person concerned in the conduct and
management of the affairs of a company under Chapter XVI,

such company, other body corporate or person proposes—
(i) to discharge or suspend any employee; or
(ii) to punish him, whether by dismissal, removal, reduction in rank or otherwise; or

(iii) to change the terms of employment to his disadvantage,
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Provided that if no such communication is made, it shall be presumed that he has no objection to the
scheme.

(5) If the Central Government after receiving the objections or suggestions or for any reason is of the
opinion that such a scheme is not in public interest or in the interest of the creditors, it may file an
application before the Tribunal within a period of sixty days of the receipt of the scheme under sub-
section (2) stating its objections and requesting that the Tribunal may consider the scheme under section
232.

(6) On receipt of an application from the Central Government or from any person, if the Tribunal, for
reasons to be recorded in writing, is of the opinion that the scheme should be considered as per the
procedure laid down in section 232, the Tribunal may direct accordingly or it may confirm the scheme by
passing such order as it deems fit:

Provided that if the Central Government does not have any objection to the scheme or it does not file
any application under this section before the Tribunal, it shall be deemed that it has no objection to the
scheme.

(7) A copy of the order under sub-section (6) confirming the scheme shall be communicated to the
Registrar having jurisdiction over the transferee company and the persons concerned and the Registrar
shall register the scheme and issue a confirmation thereof to the companies and such confirmation shall be
communicated to the Registrars where transferor company or companies were situated.

(8) The registration of the scheme under sub-section (3) or sub-section (7) shall be deemed to have
the effect of dissolution of the transferor company without process of winding-up.

(9) The registration of the scheme shall have the following effects, namely:— ¥
(a) transfer of property or liabilities of the transferor company to the e‘&rl pany so that
the property becomes the property of the transferee company a%‘\ealg itreShecome the liabilities

of the transferee company;
(b) the charges, if any, on the pr erN@e@Sfer gﬁny shall be applicable and
Qgﬁ&) rty

enforceable as if the charges ﬁ ‘e of the tr
g

(c) legal proee ainst th%@ ny pending before any court of law shall
co nd

be conti xé the trans ?

the sche or purchase of shares held by the dissenting shareholders or
sett ment of debt due to |ssent|ng creditors, such amount, to the extent it is unpaid, shall become the
liability of the transferee company.

(10) A transferee company shall not on merger or amalgamation, hold any shares in its own name or
in the name of any trust either on its behalf or on behalf of any of its subsidiary or associate company and
all such shares shall be cancelled or extinguished on the merger or amalgamation.

(11) The transferee company shall file an application with the Registrar along with the scheme
registered, indicating the revised authorised capital and pay the prescribed fees due on revised capital:

Provided that the fee, if any, paid by the transferor company on its authorised capital prior to its
merger or amalgamation with the transferee company shall be set-off against the fees payable by the
transferee company on its authorised capital enhanced by the merger or amalgamation.

(12) The provisions of this section shall mutatis mutandis apply to a company or companies specified
in sub-section (1) in respect of a scheme of compromise or arrangement referred to in section 230 or
division or transfer of a company referred to clause (b) of subsection (1) of section 232.

(13) The Central Government may provide for the merger or amalgamation of companies in such
manner as may be prescribed.

(14) A company covered under this section may use the provisions of section 232 for the approval of
any scheme for merger or amalgamation.
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(2) The Central Government, if it is of the opinion that the affairs of the company are being conducted
in a manner prejudicial to public interest, it may itself apply to the Tribunal for an order under this
Chapter.

242. Powers of Tribunal.— (1) If, on any application made under section 241, the Tribunal is of the
opinion—

(a) that the company’s affairs have been or are being conducted in a manner prejudicial or
oppressive to any member or members or prejudicial to public interest or in a manner prejudicial to
the interests of the company; and

(b) that to wind up the company would unfairly prejudice such member or members, but that
otherwise the facts would justify the making of a winding-up order on the ground that it was just and
equitable that the company should be wound up,

the Tribunal may, with a view to bringing to an end the matters complained of, make such order as it
thinks fit.

(2) Without prejudice to the generality of the powers under sub-section (1), an order under that sub-
section may provide for—

(a) the regulation of conduct of affairs of the company in future;

(b) the purchase of shares or interests of any members of the company by other members thereof
or by the company;

(c) in the case of a purchase of its shares by the company as aforesaid, the consequent reduction
of its share capital;

(d) restrictions on the transfer or allotment of the shares of the companmo ‘u\k
(e) the termination, setting aside or modification, o $ra'r howsoever arrived at,
or ma

between the company and the managing directo ‘u@ nager, upon such terms and
conditions as may, in the opinion of the Trlﬁa and e % in the circumstances of the
case, _‘a O%

() the termina m&( g)or m W@_o greement between the company and any

person ot}g red toi
that no suc II be terminated, set aside or modified except after due notice
and after obtaining the co ent of the party concerned;

(9) the setting aside of any transfer, delivery of goods, payment, execution or other act relating to
property made or done by or against the company within three months before the date of the
application under this section, which would, if made or done by or against an individual, be deemed
in his insolvency to be a fraudulent preference;

(h) removal of the managing director, manager or any of the directors of the company;

(i) recovery of undue gains made by any managing director, manager or director during the period
of his appointment as such and the manner of utilisation of the recovery including transfer to Investor
Education and Protection Fund or repayment to identifiable victims;

(j) the manner in which the managing director or manager of the company may be appointed
subsequent to an order removing the existing managing director or manager of the company made
under clause (h);

(k) appointment of such number of persons as directors, who may be required by the Tribunal to
report to the Tribunal on such matters as the Tribunal may direct;

(1) imposition of costs as may be deemed fit by the Tribunal;

(m) any other matter for which, in the opinion of the Tribunal, it is just and equitable that
provision should be made.
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(ii) The requisite number of depositors provided in sub-section (1) shall not be less than one hundred
depositors or not less than such percentage of the total number of depositors as may be prescribed,
whichever is less, or any depositor or depositors to whom the company owes such percentage of total
deposits of the company as may be prescribed.

(4) In considering an application under sub-section (1), the Tribunal shall take into account, in
particular—

(a) whether the member or depositor is acting in good faith in making the application for seeking
an order;

(b) any evidence before it as to the involvement of any person other than directors or officers of
the company on any of the matters provided in clauses (a) to (f) of subsection (1);

(c) whether the cause of action is one which the member or depositor could pursue in his own
right rather than through an order under this section;

(d) any evidence before it as to the views of the members or depositors of the company who have
no personal interest, direct or indirect, in the matter being proceeded under this section;

(e) where the cause of action is an act or omission that is yet to occur, whether the act or omission
could be, and in the circumstances would be likely to be—

(i) authorised by the company before it occurs; or
(i) ratified by the company after it occurs;

(f) where the cause of action is an act or omission that has already occurred, whether the act or
omission could be, and in the circumstances would be likely to be, ratified by the co m
e regard to the

(5) If an application filed under sub-section (1) is admitted, then t%ﬁébt@@llu

following, namely:—

(a) public notice shall be served on admﬁn@&%&aﬂon tgll the members or depositors

of the class in such manner as may be zm
“) uld be consolidated into a single

(b) all S|m|Iar ap licat nt in juri
appllcatlon ers or dep % Id B2 allowed to choose the lead applicant and in
s or depo i s§ are unable to come to a consensus, the Tribunal shall
?e er to appt@ ppllcant who shall be in charge of the proceedings from the
icant’s side;

(c) two class action applications for the same cause of action shall not be allowed;

(d) the cost or expenses connected with the application for class action shall be defrayed by the
company or any other person responsible for any oppressive act.

(6) Any order passed by the Tribunal shall be binding on the company and all its members, depositors
and auditor including audit firm or expert or consultant or advisor or any other person associated with the
company.

(7) Any company which fails to comply with an order passed by the Tribunal under this section shall
be punishable with fine which shall not be less than five lakh rupees but which may extend to twenty-five
lakh rupees and every officer of the company who is in default shall be punishable with imprisonment for
a term which may extend to three years and with fine which shall not be less than twenty-five thousand
rupees but which may extend to one lakh rupees.

(8) Where any application filed before the Tribunal is found to be frivolous or vexatious, it shall, for
reasons to be recorded in writing, reject the application and make an order that the applicant shall pay to
the opposite party such cost, not exceeding one lakh rupees, as may be specified in the order.

(9) Nothing contained in this section shall apply to a banking company.
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along with copies of the relevant documents, if any, within a period of thirty days from the date of the
notice.

(2) Without prejudice to the provisions of sub-section (1), a company may, after extinguishing all its
liabilities, by a special resolution or consent of seventy-five per cent. members in terms of paid-up share
capital, file an application in the prescribed manner to the Registrar for removing the name of the
company from the register of companies on all or any of the grounds specified in sub-section (1) and the
Registrar shall, on receipt of such application, cause a public notice to be issued in the prescribed manner:

Provided that in the case of a company regulated under a special Act, approval of the regulatory body
constituted or established under that Act shall also be obtained and enclosed with the application.

(3) Nothing in sub-section (2) shall apply to a company registered under section 8.

(4) A notice issued under sub-section (1) or sub-section (2) shall be published in the prescribed
manner and also in the Official Gazette for the information of the general public.

(5) At the expiry of the time mentioned in the notice, the Registrar may, unless cause to the contrary
is shown by the company, strike off its name from the register of companies, and shall publish notice
thereof in the Official Gazette, and on the publication in the Official Gazette of this notice, the company
shall stand dissolved.

(6) The Registrar, before passing an order under sub-section (5), shall satisfy himself that sufficient
provision has been made for the realisation of all amount due to the company and for the payment or
discharge of its liabilities and obligations by the company within a reasonable time and, if necessary,
obtain necessary undertakings from the managing director, director or other persons in charge of the
management of the company:

Provided that notwithstanding the undertakings referred to in thls subﬁ;@ \b)\(ets of the
company shall be made available for the payment or discharge of nd obligations even
after the date of the order removing the name of the compig er of companies.

r office,

(7) The liability, if any, of every director ma?& was exercising any power of
management, and of every mem Q dlssolve gi% tion (5), shall continue and
may be enforced as if the co € t'been dﬁﬁ

the Tribunal to wind up a company the name of

(8) Noth r%lxt n shall affe
which @t{e K off fr f compames
249. Restrictions on meking application under section 248 in certain situations.— (1) An

application under sub-section (2) of section 248 on behalf of a company shall not be made if, at any time
in the previous three months, the company—

(a) has changed its name or shifted its registered office from one State to another;

(b) has made a disposal for value of property or rights held by it, immediately before cesser of
trade or otherwise carrying on of business, for the purpose of disposal for gain in the normal course of
trading or otherwise carrying on of business;

(c) has engaged in any other activity except the one which is necessary or expedient for the
purpose of making an application under that section, or deciding whether to do so or concluding the
affairs of the company, or complying with any statutory requirement;

(d) has made an application to the Tribunal for the sanctioning of a compromise or arrangement
and the matter has not been finally concluded; or

(e) is being wound up under Chapter XX, whether voluntarily or by the Tribunal.

(2) If a company files an application under sub-section (2) of section 248 in violation of sub-section
(1), it shall be punishable with fine which may extend to one lakh rupees.

(3) An application filed under sub-section (2) of section 248 shall be withdrawn by the company or
rejected by the Registrar as soon as conditions under sub-section (1) are brought to his notice.
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261. Scheme of revival and rehabilitation.— (1) The company administrator shall prepare or cause
to be prepared a scheme of revival and rehabilitation of the sick company after considering the draft
scheme filed along with the application under section 254.

(2) A scheme prepared in relation to any sick company under sub-section (1) may provide for any one
or more of the following measures, namely:—

(a) the financial reconstruction of the sick company;

(b) the proper management of the sick company by any change in, or by taking over, the
management of such company;

(c) the amalgamation of—
(i) the sick company with any other company; or
(ii) any other company with the sick company;
(d) takeover of the sick company by a solvent company;
(e) the sale or lease of a part or whole of any asset or business of the sick company;

(f) the rationalisation of managerial personnel, supervisory staff and workmen in accordance with
law;

(9) such other preventive, ameliorative and remedial measures as may be appropriate;

(h) repayment or rescheduling or restructuring of the debts or obligations of the sick company to
any of its creditors or class of creditors;

(i) such incidental, consequential or supplemental measures as may be ne sa@\&pedient in
connection with or for the purposes of the measures specified in cl éy é

262. Sanction of scheme.— (1) The scheme prepared ﬁ *administrator under section
261 shall be placed before the creditors of the si eetlng nvened for their approval by

the company administrator within the per ent which may be extended
by the Tribunal up to a perlod noﬁtI hundred t\g&
all conv e

(2) The comp Q&d@a tings of secured and unsecured creditors of
the si ;ﬁ the schem the unsecured creditors representing one-fourth in
value unt owed b &e%w 0 such creditors and the secured creditors, representing three-
fourths In value of the amourk outstanding against financial assistance disbursed by such creditors to the
sick company, the company administrator shall submit the scheme before the Tribunal for sanctioning the
scheme:

Provided that where the scheme relates to amalgamation of the sick company with any other
company, such scheme shall, in addition to the approval of the creditors of the sick company under this
sub-section, be laid before the general meeting of both the companies for approval by their respective
shareholders and no such scheme shall be proceeded with unless it has been approved, with or without
modification, by a special resolution passed by the shareholders of that company.

(3) (i) The scheme prepared by the company administrator shall be examined by the Tribunal and a
copy of the scheme with modification, if any, made by the Tribunal shall be sent, in draft, to the sick
company and the company administrator and in the case of amalgamation, also to any other company
concerned, and the Tribunal may publish or cause to be published the draft scheme in brief in such daily
newspapers as the Tribunal may consider necessary, for suggestions and objections, if any, within such
period as the Tribunal may specify.

(if) The complete draft scheme shall be kept at the place where registered office of the company is
situated or at such places as mentioned in the advertisement.

(iii) The Tribunal may make such modifications, if any, in the draft scheme as it may consider
necessary in the light of the suggestions and objections received from the sick company and the company
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company have taken any measures to recover their secured debt under sub-section (4) of section 13 of the
Securitisation and Reconstruction of Financial Assets and Enforcement of Security Interest Act, 2002 (54
of 2002).

265. Winding up of company on report of company administrator.— (1) If the scheme is not
approved by the creditors in the manner specified in sub-section (2) of section 262, the company
administrator shall submit a report to the Tribunal within fifteen days and the Tribunal shall order for the
winding up of the sick company.

(2) On the passing of an order under sub-section (1), the Tribunal shall conduct the proceedings for
winding up of the sick company in accordance with the provisions of Chapter XX.

266. Power of Tribunal to assess damages against delinquent directors, etc.— (1) If, in the course
of the scrutiny or implementation of any scheme or proposal including the draft scheme or proposal, it
appears to the Tribunal that any person who has taken part in the promotion, formation or management of
the sick company or its undertaking, including any director, manager, officer or employee of the sick
company who are or have been in employment of such company,—

(a) has misapplied or retained, or become liable or accountable for, any money or property of the
sick company; or

(b) has been guilty of any misfeasance, malfeasance, non-feasance or breach of trust in relation to
the sick company,

it may, by order, direct him to repay or restore the money or property, with or without interest, as it thinks
just, or to contribute such sum to the assets of the sick company or the other person, entitled thereto by
way of compensation in respect of the misapplication, retainer, misfeasance, malfeasancey non-feasance
or breach of trust as the Tribunal thinks just and proper: \I&

Provided that such direction by the Tribunal shall be without p thn her legal action that
may be taken against the person including any pumshmer& @, anner as provided in section
447.

(2) If the Tribunal is satlsfl mﬁ% the mfor o% ence in its possession with
respect to any person whq i f ector or gcﬁ employee of the sick company, that
such person by him e‘n@l g with others hiﬁn unds or other property of such company for
any p \I pany or had managed the affairs of the company in a
mannergiig etrimental t(% S of the company, the Tribunal shall, by order, direct the public
financial mstltutlons, scheduléd banks and State level institutions not to provide, for a maximum period of
ten years from the date of the order, any financial assistance to such person or any firm of which such
person is a partner or any company or other body corporate of which such person is a director, by

whatever name called, or to disqualify the said director, promoter, manager from being appointed as a
director in any company registered under this Act for a maximum period of six years.

(3) No order shall be made by the Tribunal under this section against any person unless such person
has been given a reasonable opportunity of being heard.

267. Punishment for certain offences.— Whoever violates the provisions of this Chapter or any
scheme, or any order, of the Tribunal or the Appellate Tribunal or makes a false statement or gives false
evidence before the Tribunal or the Appellate Tribunal or attempts to tamper with the records of reference
or appeal filed under this Act, he shall be punishable with imprisonment for a term which may extend to
seven years and with fine which may extend to ten lakh rupees.

268. Bar of jurisdiction.— No appeal shall lie in any court or other authority and no civil court shall
have any jurisdiction in respect of any matter in respect of which the Tribunal or the Appellate Tribunal is
empowered by or under this Chapter and no injunction shall be granted by any court or other authority in
respect of any action taken or proposed to be taken in pursuance of any power conferred by or under this
Chapter.
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269. Rehabilitation and insolvency fund.— (1) There shall be formed a Fund to be called the
Rehabilitation and Insolvency Fund for the purposes of rehabilitation, revival and liquidation of the sick
companies.

(2) There shall be credited to the Fund—
(a) the grants made by the Central Government for the purposes of the Fund;
(b) the amount deposited by the companies as contribution to the Fund;
(c) the amount given to the Fund from any other source; and
(d) the income from investment of the amount in the Fund.

(3) A company which has contributed any amount to the Fund shall, in the event of proceedings
initiated in respect of such company under this Chapter or Chapter XX, may make an application to the
Tribunal for withdrawal of funds not exceeding the amount contributed by it, for making payments to
workmen, protecting the assets of the company or meeting the incidental costs during proceedings.

(4) The Fund shall be managed by an administrator to be appointed by the Central Government in
such manner as may be prescribed.

CHAPTER XX
WINDING UP
270. Modes of winding up.— (1) The winding up of a company may be either—
(a) by the Tribunal; or

(b) voluntary. u\k

(2) Notwithstanding anything contained in any other Act, the pro‘gs G@ Act with respect to
winding up shall apply to the winding up of a company &@% s"specified under sub-section

D).

{AR’Q p by the _Sr
271. Circumstance ic any ﬁ& by Tribunal.— (1) A company may, on
a petition undé Wound u;é K

company i ts debts;

(b) if the company has by special resolution, resolved that the company be wound up by the
Tribunal;

(c) if the company has acted against the interests of the sovereignty and integrity of India, the
security of the State, friendly relations with foreign States, public order, decency or morality;

(d) if the Tribunal has ordered the winding up of the company under Chapter XIX;

(e) if on an application made by the Registrar or any other person authorised by the Central
Government by notification under this Act, the Tribunal is of the opinion that the affairs of the
company have been conducted in a fraudulent manner or the company was formed for fraudulent and
unlawful purpose or the persons concerned in the formation or management of its affairs have been
guilty of fraud, misfeasance or misconduct in connection therewith and that it is proper that the
company be wound up;

() if the company has made a default in filing with the Registrar its financial statements or annual
returns for immediately preceding five consecutive financial years; or

(9) if the Tribunal is of the opinion that it is just and equitable that the company should be wound
up.
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(k) any other information which the Tribunal may direct or the Company Liquidator may consider
necessary to include.

(2) The Company Liquidator shall include in his report the manner in which the company was
promoted or formed and whether in his opinion any fraud has been committed by any person in its
promotion or formation or by any officer of the company in relation to the company since the formation
thereof and any other matters which, in his opinion, it is desirable to bring to the notice of the Tribunal.

(3) The Company Liquidator shall also make a report on the viability of the business of the company
or the steps which, in his opinion, are necessary for maximising the value of the assets of the company.

(4) The Company Liquidator may also, if he thinks fit, make any further report or reports.

(5) Any person describing himself in writing to be a creditor or a contributory of the company shall
be entitled by himself or by his agent at all reasonable times to inspect the report submitted in accordance
with this section and take copies thereof or extracts therefrom on payment of the prescribed fees.

282. Directions of Tribunal on report of Company Liquidator.— (1) The Tribunal shall, on
consideration of the report of the Company Liquidator, fix a time limit within which the entire
proceedings shall be completed and the company be dissolved:

Provided that the Tribunal may, if it is of the opinion, at any stage of the proceedings, or on
examination of the reports submitted to it by the Company Liquidator and after hearing the Company
Liquidator, creditors or contributories or any other interested person, that it will not be advantageous or
economical to continue the proceedings, revise the time limit within which the entire proceedings shall be
completed and the company be dissolved.

(2) The Tribunal may, on examination of the reports submitted to it by the Comp ijuidator and
after hearing the Company Liquidator, creditors or contributories or any ot%@rg erson, order
sale of the company as a going concern or its assets or part thereof:

Provided that the Tribunal may, where it consjd a& sale committee comprising such
creditors, promoters and officers of the co @@e %mde to assist the Company
Liquidator in sale under this sub- X "ﬁ ?2%

3 Where a repor W \i from the o‘ﬁl ator or the Central Government or any
person that ommitted.i spe t company, the Tribunal shall, without prejudice to
the pro@s ng up, 0 3&% ation under section 210, and on consideration of the report of
such inWestigation it may pa? give directions under sections 339 to 342 or direct the Company
Liquidator to file a criminal complaint against persons who were involved in the commission of fraud.

(4) The Tribunal may order for taking such steps and measures, as may be necessary, to protect,
preserve or enhance the value of the assets of the company.

(5) The Tribunal may pass such other order or give such other directions as it considers fit.

283. Custody of company’s properties.— (1) Where a winding up order has been made or where a
provisional liquidator has been appointed, the Company Liquidator or the provisional liquidator, as the
case may be, shall, on the order of the Tribunal, forthwith take into his or its custody or control all the
property, effects and actionable claims to which the company is or appears to be entitled to and take such
steps and measures, as may be necessary, to protect and preserve the properties of the company.

(2) Notwithstanding anything contained in sub-section (1), all the property and effects of the company
shall be deemed to be in the custody of the Tribunal from the date of the order for the winding up of the
company.

(3) On an application by the Company Liquidator or otherwise, the Tribunal may, at any time after
the making of a winding up order, require any contributory for the time being on the list of contributories,
and any trustee, receiver, banker, agent, officer or other employee of the company, to pay, deliver,
surrender or transfer forthwith, or within such time as the Tribunal directs, to the Company Liquidator,
any money, property or books and papers in his custody or under his control to which the company is or
appears to be entitled.

170



(6) The Company Liquidator shall cause the accounts when audited, or a summary thereof, to be
printed, and shall send a printed copy of the accounts or summary thereof by post to every creditor and
every contributory:

Provided that the Tribunal may dispense with the compliance of the provisions of this sub-section in
any case it deems fit.

295. Payment of debts by contributory and extent of set-off.— (1) The Tribunal may, at any time
after passing of a winding up order, pass an order requiring any contributory for the time being on the list
of contributories to pay, in the manner directed by the order, any money due to the company, from him or
from the estate of the person whom he represents, exclusive of any money payable by him or the estate by
virtue of any call in pursuance of this Act.

(2) The Tribunal, in making an order, under sub-section (1), may,—

(a) in the case of an unlimited company, allow to the contributory, by way of setoff, any money
due to him or to the estate which he represents, from the company, on any independent dealing or
contract with the company, but not any money due to him as a member of the company in respect of
any dividend or profit; and

(b) in the case of a limited company, allow to any director or manager whose liability is
unlimited, or to his estate, such set-off.

(3) In the case of any company, whether limited or unlimited, when all the creditors have been paid in
full, any money due on any account whatever to a contributory from the company may be allowed to him
by way of set-off against any subsequent call.

296. Power of Tribunal to make calls.— The Tribunal may, at any time after\hs assing of a
winding up order, and either before or after it has ascertained the sufflc c@f sets of the
company,—

(a) make calls on all or any of the co t ﬁare tlme being on the list of the
contributories, to the extent of their liabi ﬂ of an hICh the Tribunal considers
necessary to satisfy the debt Qﬁ& the com a @

winding up, and for the %n?d eri

ts, charges and expenses of
les among themselves; and
b) {w r payment of, 0 ade
29 ent of r? nbutories.— The Tribunal shall adjust the rights of the
contributories among themsel¥es and distribute any surplus among the persons entitled thereto.

298. Power to order costs.— The Tribunal may, in the event of the assets of a company being
insufficient to satisfy its liabilities, make an order for the payment out of the assets, of the costs, charges
and expenses incurred in the winding up, in such order of priority inter se as the Tribunal thinks just and
proper.

299. Power to summon persons suspected of having property of company, etc.— (1) The
Tribunal may, at any time after the appointment of a provisional liquidator or the passing of a winding up
order, summon before it any officer of the company or person known or suspected to have in his
possession any property or books or papers, of the company, or known or suspected to be indebted to the
company, or any person whom the Tribunal thinks to be capable of giving information concerning the
promotion, formation, trade, dealings, property, books or papers, or affairs of the company.

(2) The Tribunal may examine any officer or person so summoned on oath concerning the matters
aforesaid, either by word of mouth or on written interrogatories or on affidavit and may, in the first case,
reduce his answers to writing and require him to sign them.

(3) The Tribunal may require any officer or person so summoned to produce any books and papers
relating to the company in his custody or power, but, where he claims any lien on books or papers
produced by him, the production shall be without prejudice to such lien, and the Tribunal shall have
power to determine all questions relating to that lien.
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(2) If a company contravenes the provisions of sub-section (1), the company and every officer of the
company who is in default shall be punishable with fine which may extend to five hundred rupees for
every day during which such default continues.

313. Cesser of Board’s powers on appointment of Company Liquidator.— On the appointment of
a Company Liquidator, all the powers of the Board of Directors and of the managing or whole-time
directors and manager, if any, shall cease, except for the purpose of giving notice of such appointment of
the Company Liquidator to the Registrar.

314. Powers and duties of Company Liquidator in voluntary winding up.— (1) The Company
Liquidator shall perform such functions and discharge such duties as may be determined from time to
time by the company or the creditors, as the case may be.

(2) The Company Liquidator shall settle the list of contributories, which shall be prima facie evidence
of the liability of the persons named therein to be contributories.

(3) The Company Liquidator shall call general meetings of the company for the purpose of obtaining
the sanction of the company by ordinary or special resolution, as the case may require, or for any other
purpose he may consider necessary.

(4) The Company Liquidator shall maintain regular and proper books of account in such form and in
such manner as may be prescribed and the members and creditors and any officer authorised by the
Central Government may inspect such books of account.

(5) The Company Liquidator shall prepare quarterly statement of accounts in such form and manner
as may be prescribed and file such statement of accounts duly audited within thirty days from the close of
each quarter with the Registrar, failing which the Company Liquidator shall be punishgbje with fine
which may extend to five thousand rupees for every day during which the failure ¢ an e

(6) The Company Liquidator shall pay the debts of the comp aesl@ ust the rights of the
contributories among themselves.

(7) The Company Liquidator shall observ, d %lscharge of his duties.
(8) If the Company LIQUIdaL‘Q@)mpW Wi ﬁg is section except sub-section
fin® Which ma

(5) he shall be punlshate &% rupees

r committe ere are no creditors of a company, such company in its
genera eexing and, where? creditors is held under section 306, such creditors, as the case
may be, may appoint such c@dmmittees as considered appropriate to supervise the voluntary liquidation

and assist the Company Liquidator in discharging his or its functions.

316. Company Liquidator to submit report on progress of winding up.— (1) The Company
Liquidator shall report quarterly on the progress of winding up of the company in such form and in such
manner as may be prescribed to the members and creditors and shall also call a meeting of the members
and the creditors as and when necessary but at least one meeting each of creditors and members in every
quarter and apprise them of the progress of the winding up of the company in such form and in such
manner as may be prescribed.

(2) If the Company Liquidator fails to comply with the provisions of sub-section (1), he shall be
punishable, in respect of each such failure, with fine which may extend to ten lakh rupees.

317. Report of Company Liquidator to Tribunal for examination of persons.— (1) Where the
Company Liquidator is of the opinion that a fraud has been committed by any person in respect of the
company, he shall immediately make a report to the Tribunal and the Tribunal shall, without prejudice to
the process of winding up, order for investigation under section 210 and on consideration of the report of
such investigation, the Tribunal may pass such order and give such directions under this Chapter as it may
consider necessary including the direction that such person shall attend before the Tribunal on a day
appointed by it for that purpose and be examined as to the promotion or formation or the conduct of the
business of the company or as to his conduct and dealings as officer thereof or otherwise.
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compensation or liability for compensation under the said Act in respect of the death or disablement
of any employee of the company:

Provided that where any compensation under the said Act is a weekly payment, the amount
payable under this clause shall be taken to be the amount of the lump sum for which such weekly
payment could, if redeemable, be redeemed, if the employer has made an application under that Act;

() all sums due to any employee from the provident fund, the pension fund, the gratuity fund or
any other fund for the welfare of the employees, maintained by the company; and

(9) the expenses of any investigation held in pursuance of sections 213 and 216, in so far as they
are payable by the company.

(2) Where any payment has been made to any employee of a company on account of wages or salary
or accrued holiday remuneration, himself or, in the case of his death, to any other person claiming through
him, out of money advanced by some person for that purpose, the person by whom the money was
advanced shall, in a winding up, have a right of priority in respect of the money so advanced and paid-up
to the amount by which the sum in respect of which the employee or other person in his right would have
been entitled to priority in the winding up has been reduced by reason of the payment having been made.

(3) The debts enumerated in this section shall—

(a) rank equally among themselves and be paid in full, unless the assets are insufficient to meet
them, in which case they shall abate in equal proportions; and

(b) so far as the assets of the company available for payment to general creditors are insufficient
to meet them, have priority over the claims of holders of debentures under any floating charge created
by the company, and be paid accordingly out of any property comprised in or subj M t charge

X

(4) Subject to the retention of such sums as may be necessary penses of the
winding up, the debts under this section shall be dlscharged fort * e assets are sufficient to
meet them, and in the case of the debts to which pri der clause (d) of sub-section (1),
formal proof thereof shall not be required exc V&& ay be % e prescribed.

(5) In the event of a Iandlor cﬁn distraini (Zq strained on any goods or effects
of the company W|th| |mmed| %r ate of a winding up order, the debts to

which priori ﬁg{! is sectl II charge on the goods or effects so distrained on or
the pro@d{y ale ther @

Provided that, in respect g any money paid under any such charge, the landlord or other person shall
have the same rights of priority as the person to whom the payment is made.

(6) Any remuneration in respect of a period of holiday or of absence from work on medical grounds
through sickness or other good cause shall be deemed to be wages in respect of services rendered to the
company during that period.

Explanation.—For the purposes of this section,—

() the expression “accrued holiday remuneration” includes, in relation to any person, all sums
which, by virtue either of his contract of employment or of any enactment including any order made
or direction given thereunder, are payable on account of the remuneration which would, in the
ordinary course, have become payable to him in respect of a period of holiday, had his employment
with the company continued until he became entitled to be allowed the holiday;

(b) the expression “employee” does not include a workman; and
(c) the expression “relevant date” means—

(i) in the case of a company being wound up by the Tribunal, the date of appointment or first
appointment of a provisional liquidator, or if no such appointment was made, the date of the
winding up order, unless, in either case, the company had commenced to be wound up voluntarily
before that date; and
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(d) within the twelve months immediately before the commencement of the winding up or at any
time thereafter,—

(i) conceals any part of the property of the company to the value of one thousand rupees or
more, or conceals any debt due to or from the company;

(ii) fraudulently removes any part of the property of the company to the value of one
thousand rupees or more;

(iii) conceals, destroys, mutilates or falsifies, or is privy to the concealment, destruction,
mutilation or falsification of, any book or paper affecting or relating to, the property or affairs of
the company;

(iv) makes, or is privy to the making of, any false entry in any book or paper affecting or
relating to, the property or affairs of the company;

(v) fraudulently parts with, alters or makes any omission in, or is privy to the fraudulent
parting with, altering or making of any omission in, any book or paper affecting or relating to the
property or affairs of the company;

(vi) by any false representation or other fraud, obtains on credit, for or on behalf of the
company, any property which the company does not subsequently pay for;

(vii) under the false pretence that the company is carrying on its business, obtains on credit,
for or on behalf of the company, any property which the company does not subsequently pay for;
or

(viit) pawns, pledges or disposes of any property of the company which has begnobtained on
credit and has not been paid for, unless such pawning, pledging or disposi ow perty is in
the ordinary course of business of the company; 6

(e) makes any material omission in any statement el oae\a%ws of the company;

(f) knowing or believing that a false e oved b %erson under the winding up,
fails for a period of one mon’%ﬁ pany quﬁt y‘
t

(9) after the-c the %@ s the production of any book or paper
f;v&_ ompany;

affectin ? prope
he comme gwe winding up or at any meeting of the creditors of the company
W|th|n the twelve monthstnext before the commencement of the winding up, attempts to account for
any part of the property of the company by fictitious losses or expenses; or

(i) is guilty of any false representation or fraud for the purpose of obtaining the consent of the
creditors of the company or any of them, to an agreement with reference to the affairs of the company
or to the winding up,

he shall be punishable with imprisonment for a term which shall not be less than three years but which
may extend to five years and with fine which shall not be less than one lakh rupees but which may extend
to three lakh rupees:

Provided that it shall be a good defence if the accused proves that he had no intent to defraud or to
conceal the true state of affairs of the company or to defeat the law.

(2) Where any person pawns, pledges or disposes of any property in circumstances which amount to
an offence under sub-clause (viii) of clause (d) of sub-section (1), every person who takes in pawn or
pledge or otherwise receives the property, knowing it to be pawned, pledged, or disposed of in such
circumstances as aforesaid, shall be punishable with imprisonment for a term which shall not be less than
three years but which may extend to five years and with fine which shall not be less than three lakh rupees
but which may extend to five lakh rupees.

Explanation.—For the purposes of this section, the expression “officer” includes any person in
accordance with whose directions or instructions the directors of the company have been accustomed to
act.

189



Provided that execution shall not issue against the property or persons of any individual member of
the company on any decree or order obtained in any such suit or proceeding; but, in the event of the
property of the company being insufficient to satisfy the decree or order, an order may be obtained for
winding up the company.

371. Effect of registration under this Part.— (1) When a company is registered in pursuance of this
Part, sub-sections (2) to (7) shall apply.

(2) All provisions contained in any Act of Parliament or any other law for the time being in force, or
other instrument constituting or regulating the company, including, in the case of a company registered as
a company limited by guarantee, the resolution declaring the amount of the guarantee, shall be deemed to
be conditions and regulations of the company, in the same manner and with the same incidents as if so
much thereof as would, if the company had been formed under this Act, have been required to be inserted
in the memorandum, were contained in a registered memorandum, and the residue thereof were contained
in registered articles.

(3) All the provisions of this Act shall apply to the company and the members, contributories and
creditors thereof, in the same manner in all respects as if it had been formed under this Act, subject as
follows:—

(a) Table F in Schedule I shall not apply unless and except in so far as it is adopted by special
resolution;

(b) the provisions of this Act relating to the numbering of shares shall not apply to any company
whose shares are not numbered;

(c) in the event of the company being wound up, every person shall be a contributgry, in respect
of the debts and liabilities of the company contracted before registration, i l\‘to pay or
contribute to the payment of any debt or liability of the company Qﬁre gistration, or to
pay or contribute to the payment of any sum for the adjust ights of the members among
themselves in respect of any such debt or liabili ribute to the payment of the costs,
charges and expenses of winding up th ﬁ Si% such debts or liabilities as

aforesaid; 3
(d) in the evenén cé&w&ny beln contributory shall be liable to contribute
h an

ot any, in thec ndlng up, all sums due from him in respect of any
@ s afores 9 event of the death or insolvency of any contributory, the
provisions of this Act to the legal representatives of deceased contributories, or with
respect to the assignees of insolvent contributories, as the case may be, shall apply.
(4) The provisions of this Act with respect to—
(a) the registration of an unlimited company as a limited company;

(b) the powers of an unlimited company on registration as a limited company, to increase the
nominal amount of its share capital and to provide that a portion of its share capital shall not be
capable of being called-up except in the event of winding up;

(c) the power of a limited company to determine that a portion of its share capital shall not be
capable of being called-up except in the event of winding up,

shall apply, notwithstanding anything in any Act of Parliament or any other law for the time being in
force, or other instrument constituting or regulating the company.

(5) Nothing in this section shall authorise the company to alter any such provisions contained in any
instrument constituting or regulating the company as would, if the company had originally been formed
under this Act, have been required to be contained in the memorandum and are not authorised to be
altered by this Act.

(6) None of the provisions of this Act (apart from those of section 242) shall derogate from any power
of altering its constitution or regulations which may be vested in the company, by virtue of any Act of
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respect thereof, but the company shall not be entitled to bring any suit, claim any set-off, make any
counter-claim or institute any legal proceeding in respect of any such contract, dealing or transaction,
until the company has complied with the provisions of this Act applicable to it.

CHAPTER XXIlII
GOVERNMENT COMPANIES

394. Annual reports on Government companies.— (1) Where the Central Government is a member
of a Government company, the Central Government shall cause an annual report on the working and
affairs of that company to be—

(a) prepared within three months of its annual general meeting before which the comments given
by the Comptroller and Auditor-General of India and the audit report is placed under the proviso to
sub-section (6) of section 143; and

(b) as soon as may be after such preparation, laid before both Houses of Parliament together with
a copy of the audit report and comments upon or supplement to the audit report, made by the
Comptroller and Auditor-General of India.

(2) Where in addition to the Central Government, any State Government is also a member of a
Government company, that State Government shall cause a copy of the annual report prepared under sub-
section (1) to be laid before the House or both Houses of the State Legislature together with a copy of the
audit report and the comments upon or supplement to the audit report referred to in sub-section (1).

395. Annual reports where one or more State Governments are members of companies.— (1)
Where the Central Government is not a member of a Government company, every State Government

which is a member of that company, or where only one State Government is a memb e company,
that State Government shall cause an annual report on the Worklng and affalrs ﬁ to be—
(a) prepared within the time specified in sub-section (1)

(b) as soon as may be after such prepar @X_ he Ho or both Houses of the State
Legislature together with a copy of t di and ¢ or supplement to the audit

report referred to in sub secti ectlon

(2) The provisi \]s% section and se%@ sha so far as may be, apply to a Government
compa@n(t@aaf the aq@ ernment company.
¢ CHAPTER XXIV

REGISTRATION OFFICES AND FEES

396. Registration offices.— (1) For the purposes of exercising such powers and discharging such
functions as are conferred on the Central Government by or under this Act or under the rules made
thereunder and for the purposes of registration of companies under this Act, the Central Government
shall, by notification, establish such number of offices at such places as it thinks fit, specifying their
jurisdiction.

(2) The Central Government may appoint such Registrars, Additional, Joint, Deputy and Assistant
Registrars as it considers necessary for the registration of companies and discharge of various functions
under this Act, and the powers and duties that may be exercisable by such officers shall be such as may be
prescribed.

(3) The terms and conditions of service, including the salaries payable to persons appointed under
sub-section (2), shall be such as may be prescribed.

(4) The Central Government may direct a seal or seals to be prepared for the authentication of
documents required for, or connected with, the registration of companies.

397. Admissibility of certain documents as evidence.— Notwithstanding anything contained in any
other law for the time being in force, any document reproducing or derived from returns and documents
filed by a company with the Registrar on paper or in electronic form or stored on any electronic data
storage device or computer readable media by the Registrar, and authenticated by the Registrar or any
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(2) The officers and other employees of the Tribunal and the Appellate Tribunal shall discharge their
functions under the general superintendence and control of the President, or as the case may be, the
Chairperson, or any other Member to whom powers for exercising such superintendence and control are
delegated by him.

(3) The salaries and allowances and other conditions of service of the officers and other employees of
the Tribunal and the Appellate Tribunal shall be such as may be prescribed.

419. Benches of Tribunal.— (1) There shall be constituted such number of Benches of the Tribunal,
as may, by notification, be specified by the Central Government.

(2) The Principal Bench of the Tribunal shall be at New Delhi which shall be presided over by the
President of the Tribunal.

(3) The powers of the Tribunal shall be exercisable by Benches consisting of two Members out of
whom one shall be a Judicial Member and the other shall be a Technical Member:

Provided that it shall be competent for the Members of the Tribunal authorised in this behalf to
function as a Bench consisting of a single Judicial Member and exercise the powers of the Tribunal in
respect of such class of cases or such matters pertaining to such class of cases, as the President may, by
general or special order, specify:

Provided further that if at any stage of the hearing of any such case or matter, it appears to the
Member that the case or matter is of such a nature that it ought to be heard by a Bench consisting of two
Members, the case or matter may be transferred by the President, or, as the case may be, referred to him
for transfer, to such Bench as the President may deem fit.

(4) The President shall, for the disposal of any case relating to rehabilitation, restrﬂ%g, reviving
L% of companies, constitute one or more Special Benches consisting ofCh@o e Members,
majority necessarily being of Judicial Members.

(5) If the Members of a Bench differ in opinio ﬁabmts it shall be decided according

to the majority, if there is a majorlty, but if t rﬁ qua they shall state the point or
betre erre ’PZ

C

points on which they differ, and or hearing on such point or
points by one or more of t ers of h point or points shall be decided
according to the &'r‘(e) majorlty of 0 have heard the case, including those who first

heard
bR)rders of TrlbuneP @‘% Tribunal may, after giving the parties to any proceeding before

it, a reasonable opportunity of being heard, pass such orders thereon as it thinks fit.

(2) The Tribunal may, at any time within two years from the date of the order, with a view to
rectifying any mistake apparent from the record, amend any order passed by it, and shall make such
amendment, if the mistake is brought to its notice by the parties:

Provided that no such amendment shall be made in respect of any order against which an appeal has
been preferred under this Act.

(3) The Tribunal shall send a copy of every order passed under this section to all the parties
concerned.

421. Appeal from orders of Tribunal.— (1) Any person aggrieved by an order of the Tribunal may
prefer an appeal to the Appellate Tribunal.

(2) No appeal shall lie to the Appellate Tribunal from an order made by the Tribunal with the consent
of parties.

(3) Every appeal under sub-section (1) shall be filed within a period of forty-five days from the date
on which a copy of the order of the Tribunal is made available to the person aggrieved and shall be in
such form, and accompanied by such fees, as may be prescribed:

1. The words “or winding up” omitted by Act 21 of 2015, s. 20 (w.e.f. 29-5-2015).
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(3) Any order made by the Tribunal or the Appellate Tribunal may be enforced by that Tribunal in the
same manner as if it were a decree made by a court in a suit pending therein, and it shall be lawful for the
Tribunal or the Appellate Tribunal to send for execution of its orders to the court within the local limits of
whose jurisdiction,—

(a) in the case of an order against a company, the registered office of the company is situate; or

(b) in the case of an order against any other person, the person concerned voluntarily resides or
carries on business or personally works for gain.

(4) All proceedings before the Tribunal or the Appellate Tribunal shall be deemed to be judicial
proceedings within the meaning of sections 193 and 228, and for the purposes of section 196 of the Indian
Penal Code (45 of 1860), and the Tribunal and the Appellate Tribunal shall be deemed to be civil court
for the purposes of section 195 and Chapter XX V1 of the Code of Criminal Procedure, 1973 (2 of 1974).

425. Power to punish for contempt.— The Tribunal and the Appellate Tribunal shall have the same
jurisdiction, powers and authority in respect of contempt of themselves as the High Court has and may
exercise, for this purpose, the powers under the provisions of the Contempt of Courts Act, 1971 (70 of
1971), which shall have the effect subject to modifications that—

(a) the reference therein to a High Court shall be construed as including a reference to the
Tribunal and the Appellate Tribunal; and

(b) the reference to Advocate-General in section 15 of the said Act shall be construed as a
reference to such Law Officers as the Central Government may, specify in this behalf.

426. Delegation of powers.— The Tribunal or the Appellate Tribunal may, by general or special
order, direct, subject to such conditions, if any, as may be specified in the order, anyﬁ officers or

employees or any other person authorised by it to inquire into any matter con proceeding
or, as the case may be, appeal before it and to report to it in such ma x |f|ed in the order.

427. President, Members, officers, etc., to be he President, Members, officers
and other employees of the Tribunal and the mbe 0:. and other employees of the
Appellate Tribunal shall be dee ﬁ rvants W|t » o of section 21 of the Indian
Penal Code (45 of 1860) n‘(

428. Proté&r! n taken in %h 0 smt prosecution or other legal proceeding shall
lie ag riounal, th @ mber, officer or other employee, or against the Appellate
Tribun the Chairperson, b cer or other employees thereof or liquidator or any other person
authorised by the Tribunal or the Appellate Tribunal for the discharge of any function under this Act in

respect of any loss or damage caused or likely to be caused by any act which is in good faith done or
intended to be done in pursuance of this Act.

429. Power to seek assistance of Chief Metropolitan Magistrate, etc.— (1) The Tribunal may, in
any proceeding relating to a sick company or winding up of any other company, in order to take into
custody or under its control all property, books of account or other documents, request, in writing, the
Chief Metropolitan Magistrate, Chief Judicial Magistrate or the District Collector within whose
jurisdiction any such property, books of account or other documents of such sick or other company, are
situate or found, to take possession thereof, and the Chief Metropolitan Magistrate, Chief Judicial
Magistrate or the District Collector, as the case may be, shall, on such request being made to him,—

(a) take possession of such property, books of account or other documents; and
(b) cause the same to be entrusted to the Tribunal or other person authorised by it.

(2) For the purpose of securing compliance with the provisions of sub-section (1), the Chief
Metropolitan Magistrate, Chief Judicial Magistrate or the District Collector may take or cause to be taken
such steps and use or cause to be used such force as may, in his opinion, be necessary.

(3) No act of the Chief Metropolitan Magistrate, Chief Judicial Magistrate or the District Collector
done in pursuance of this section shall be called in question in any court or before any authority on any
ground whatsoever.
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(4) The copies of every notification issued under this section shall, as soon as may be after it has been
issued, be laid before each House of Parliament.]

463. Power of court to grant relief in certain cases.— (1) If in any proceeding for negligence,
default, breach of duty, misfeasance or breach of trust against an officer of a company, it appears to the
court hearing the case that he is or may be liable in respect of the negligence, default, breach of duty,
misfeasance or breach of trust, but that he has acted honestly and reasonably, and that having regard to all
the circumstances of the case, including those connected with his appointment, he ought fairly to be
excused, the court may relieve him, either wholly or partly, from his liability on such term, as it may think
fit:

Provided that in a criminal proceeding under this sub-section, the court shall have no power to grant
relief from any civil liability which may attach to an officer in respect of such negligence, default, breach
of duty, misfeasance or breach of trust.

(2) Where any such officer has reason to apprehend that any proceeding will or might be brought
against him in respect of any negligence, default, breach of duty, misfeasance or breach of trust, he may
apply to the High Court for relief and the High Court on such application shall have the same power to
relieve him as it would have had if it had been a court before which a proceedings against that officer for
negligence, default, breach of duty, misfeasance or breach of trust had been brought under sub-section

).

(3) No court shall grant any relief to any officer under sub-section (1) or sub-section (2) unless it has,
by notice served in the manner specified by it, required the Registrar and such other person, if any, as it
thinks necessary, to show cause why such relief should not be granted.

464. Prohibition of association or partnership of persons exceeding certain — (1) No
association or partnership consisting of more than such number of persons a “ ed shall be
formed for the purpose of carrying on any business that has for its étk S|t|on of gain by the
association or partnership or by the individual members t eglstered as a company under
this Act or is formed under any other law for the ﬁ

e prescr

Provided that the number of _? fd@%%sub section shall not exceed

one hundred.
@) \@ ton (1) sha
indu und|V|de grymg on any business; or

(b) an association or partnershlp, if it is formed by professionals who are governed by special
Acts.

(3) Every member of an association or partnership carrying on business in contravention of sub-
section (1) shall be punishable with fine which may extend to one lakh rupees and shall also be personally
liable for all liabilities incurred in such business.

465. Repeal of certain enactments and savings.— (1) The Companies Act, 1956 (1 of 1956) and
the Registration of Companies (Sikkim) Act, 1961 (Sikkim Act 8 of 1961) (hereafter in this section
referred to as the repealed enactments) shall stand repealed:

Provided that the provisions of Part IX A of the Companies Act, 1956 (1 of 1956) shall be applicable
mutatis mutandis to a Producer Company in a manner as if the Companies Act, 1956 has not been
repealed until a special Act is enacted for Producer Companies:

Provided further that until a date is notified by the Central Government under subsection (1) of
Section 434 for transfer of all matters, proceedings or cases to the Tribunal, the provisions of the
Companies Act, 1956 (1 of 1956) in regard to the jurisdiction, powers, authority and functions of the
Board of Company Law Administration and court shall continue to apply as if the Companies Act, 1956
has not been repealed:

Provided also that provisions of the Companies Act, 1956 (1 of 1956) referred in the notification
issued under section 67 of the Limited Liability Partnership Act, 2008 (6 of 2009) shall, until the relevant
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notification under such section applying relevant corresponding provisions of this Act to limited liability
partnerships is issued, continue to apply as if the Companies Act, 1956 has not been repealed.

(2) Notwithstanding the repeal under sub-section (1) of the repealed enactments,—

(a) anything done or any action taken or purported to have been done or taken, including any rule,
notification, inspection, order or notice made or issued or any appointment or declaration made or any
operation undertaken or any direction given or any proceeding taken or any penalty, punishment,
forfeiture or fine imposed under the repealed enactments shall, insofar as it is not inconsistent with
the provisions of this Act, be deemed to have been done or taken under the corresponding provisions
of this Act;

(b) subject to the provisions of clause (a), any order, rule, notification, regulation, appointment,
conveyance, mortgage, deed, document or agreement made, fee directed, resolution passed, direction
given, proceeding taken, instrument executed or issued, or thing done under or in pursuance of any
repealed enactment shall, if in force at the commencement of this Act, continue to be in force, and
shall have effect as if made, directed, passed, given, taken, executed, issued or done under or in
pursuance of this Act;

(c) any principle or rule of law, or established jurisdiction, form or course of pleading, practice or
procedure or existing usage, custom, privilege, restriction or exemption shall not be affected,
notwithstanding that the same respectively may have been in any manner affirmed or recognised or
derived by, in, or from, the repealed enactments;

(d) any person appointed to any office under or by virtue of any repealed enactment shall be
deemed to have been appointed to that office under or by virtue of this Act;

(e) any jurisdiction, custom, liability, right, title, privilege, restriction, exe og , practice,
procedure or other matter or thing not in existence or in force shall r@ﬁ tored

(f) the offices existing on the commencement of gg@Xe glstratlon of companies shall
continue as if they have been established und f this

(9) the incorporation of m@ under thﬁare% ctments shall continue to be
valid and the prowsmn h%lip | ap Iyﬂ as if they were registered under this
Act;

? I@ﬂters and Wﬂ% ituted and established under the repealed enactments shall be
n

deemned to be registers a stituted or established under the corresponding provisions of this
Act;

(i) any prosecution instituted under the repealed enactments and pending immediately before the
commencement of this Act before any Court shall, subject to the provisions of this Act, continue to be
heard and disposed of by the said Court;

(j) any inspection, investigation or inquiry ordered to be done under the Companies Act, 1956 (1
of 1956) shall continue to be proceeded with as if such inspection, investigation or inquiry has been
ordered under the corresponding provisions of this Act; and

(k) any matter filed with the Registrar, Regional Director or the Central Government under the
Companies Act, 1956 (1 of 1956) before the commencement of this Act and not fully addressed at
that time shall be concluded by the Registrar, Regional Director or the Central Government, as the
case may be, in terms of that Act, despite its repeal.

(3) The mention of particular matters in sub-section (2) shall not be held to prejudice the general
application of section 6 of the General Clauses Act, 1897 (10 of 1897) with regard to the effect of repeal
of the repealed enactments as if the Registration of Companies (Sikkim) Act, 1961 (Sikkim Act 8 of
1961) were also a Central Act.

466. Dissolution of Company Law Board and consequential provisions.— (1) Notwithstanding
anything contained in section 465, the Board of Company Law Administration constituted under the
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Names, addresses, No. of Shares taken  Signature of Signature, names, addresses,

descriptions and by each subscriber  subscriber descriptions and occupations
occupations of subscribers of witnesses
AB. of........ Merchant ... Signed before me:
Signature........cc.coeeenee.
C.D.of........ Merchant ... Signed before me:
Signature.........ccccceenne.
E.F. of........ Merchant ... Signed before me:
Signature.........ccccoeeene.
G.H. of........ Merchant ... Signed before me:
Signature.........ccccoevenee.
1.J. of........ Merchant ... Signed before me:
Signature.........ccccoeeene.
K.L. of........ Merchant ... Signed before me:
Signature.........ccccoevenee.
M.N. of........ Merchant ... Signed before m

8th I, whose name and address is given below, am desirous oa\e@g.ﬁbmpany in pursuance of
S in

this memorandum of association and agree to t the capital of the company

(Applicable in case of one person compaNO ? %%

‘ -
Name, address b(ii@\N |gnatur62§3Abep Signature, name, address, description
iber i i

and occupation of witness

and ogwa%e
A.B. \/ erchant P Signed before me:

Signature.........cccoeeueeee.
9th Shri/Smt.............. , son/daughter of ................ , resident of............ aged............ years shall be the
nominee in the event of death of the sole member (Applicable in case of one person company)
Dated.......cccovevenrnne theday of.......cccooovviinnn.
TABLE -D

MEMORANDUM OF ASSOCIATION OF AN UNLIMITED COMPANY
AND NOT HAVING SHARE CAPITAL

1st The name of the company is ““...........ccccceevveevenneenne. Company’’.
2nd  The registered office of the company will be situated in the State of..............cccccevreinnnn.
3rd (a) The objects to be pursued by the company on its incorporation are:—

(b) Matters which are necessary for furtherance of the objects specified in clause 3(a) are:—

4th The liability of the member(s) is unlimited.
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70. (i) The Board may elect a Chairperson of its meetings and determine the period for which he is to
hold office.

(it) If no such Chairperson is elected, or if at any meeting the Chairperson is not present within five
minutes after the time appointed for holding the meeting, the directors present may choose one of their
number to be Chairperson of the meeting.

71. (i) The Board may, subject to the provisions of the Act, delegate any of its powers to committees
consisting of such member or members of its body as it thinks fit.

(i) Any committee so formed shall, in the exercise of the powers so delegated, conform to any
regulations that may be imposed on it by the Board.

72. (i) A committee may elect a Chairperson of its meetings.

(ii) If no such Chairperson is elected, or if at any meeting the Chairperson is not present within five
minutes after the time appointed for holding the meeting, the members present may choose one of their
members to be Chairperson of the meeting.

73. (i) A committee may meet and adjourn as it thinks fit.

(ii) Questions arising at any meeting of a committee shall be determined by a majority of votes of the
members present, and in case of an equality of votes, the Chairperson shall have a second or casting vote.

74. All acts done in any meeting of the Board or of a committee thereof or by any person acting as a
director, shall, notwithstanding that it may be afterwards discovered that there was some defect in the
appointment of any one or more of such directors or of any person acting as aforesaid, or that they or any
of them were disqualified, be as valid as if every such director or such person had been quly appointed
and was qualified to be a director. (\&

75. Save as otherwise expressly provided in the Act, a reso th @Q,'signed by all the
members of the Board or of a committee thereof, for the tﬁeé‘eg to receive notice of a meeting

of the Board or committee, shall be valid and eff @ been p ed at a meeting of the Board
or committee, duly convened and held

76. IncaseofaOne rso @ O“ 2
wy is havi e

ctor, all the businesses to be transacted at the

%& Wré\!oard sh l%ﬁo minutes book maintained under section 118;
(i) such minutes bomﬁ)e signed and dated by the director;
(iii) the resolution shall become effective from the date of signing such minutes by the director.
Chief Executive Officer, Manager, Company Secretary or Chief Financial Officer
77. Subject to the provisions of the Act,—

(i) A chief executive officer, manager, company secretary or chief financial officer may be
appointed by the Board for such term, at such remuneration and upon such conditions as it may thinks
fit; and any chief executive officer, manager, company secretary or chief financial officer so
appointed may be removed by means of a resolution of the Board;

(ii) A director may be appointed as chief executive officer, manager, company secretary or chief
financial officer.

78. A provision of the Act or these regulations requiring or authorising a thing to be done by or to a
director and chief executive officer, manager, company secretary or chief financial officer shall not be
satisfied by its being done by or to the same person acting both as director and as, or in place of, chief
executive officer, manager, company secretary or chief financial officer.

The Seal
79. (i) The Board shall provide for the safe custody of the seal.
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(ii) The seal of the company shall not be affixed to any instrument except by the authority of a
resolution of the Board or of a committee of the Board authorised by it in that behalf, and except in the
presence of at least two directors and of the secretary or such other person as the Board may appoint for
the purpose; and those two directors and the secretary or other person aforesaid shall sign every
instrument to which the seal of the company is so affixed in their presence.

Dividends and Reserve

80. The company in general meeting may declare dividends, but no dividend shall exceed the amount
recommended by the Board.

81. Subject to the provisions of section 123, the Board may from time to time pay to the members
such interim dividends as appear to it to be justified by the profits of the company.

82. (i) The Board may, before recommending any dividend, set aside out of the profits of the
company such sums as it thinks fit as a reserve or reserves which shall, at the discretion of the Board, be
applicable for any purpose to which the profits of the company may be properly applied, including
provision for meeting contingencies or for equalizing dividends; and pending such application, may, at
the like discretion, either be employed in the business of the company or be invested in such investments
(other than shares of the company) as the Board may, from time to time, thinks fit.

(if) The Board may also carry forward any profits which it may consider necessary not to divide,
without setting them aside as a reserve.

83. (i) Subject to the rights of persons, if any, entitled to shares with special rights as to dividends, all
dividends shall be declared and paid according to the amounts paid or credited as paid on the shares in
respect whereof the dividend is paid, but if and so long as nothing is paid upon any of thg shares in the
company, dividends may be declared and paid according to the amounts of the shar,

(if) No amount paid or credited as paid on a share in advance of \@all@@ﬂed for the purposes
of this regulation as paid on the share. é.
(iii) All dividends shall be apportioned @Xw%na ‘T amounts paid or credited as
ﬁ&ns y @n
ing that i

paid on the shares during any p oGh the perl in e? which the dividend is paid,;
but if any share is |ssued ﬁf] I r dend as from a particular date such
share shall rank for cordmgly

84?* %’iay de m |v’|;end payable to any member all sums of money, if any,
t

presently payable by him to on account of calls or otherwise in relation to the shares of the
company.

85. (i) Any dividend, interest or other monies payable in cash in respect of shares may be paid by
cheque or warrant sent through the post directed to the registered address of the holder or, in the case of
joint holders, to the registered address of that one of the joint holders who is first named on the register of
members, or to such person and to such address as the holder or joint holders may in writing direct.

(ii) Every such cheque or warrant shall be made payable to the order of the person to whom it is sent.

86. Any one of two or more joint holders of a share may give effective receipts for any dividends,
bonuses or other monies payable in respect of such share.

87. Notice of any dividend that may have been declared shall be given to the persons entitled to share
therein in the manner mentioned in the Act.

88. No dividend shall bear interest against the company.
Accounts

89. (i) The Board shall from time to time determine whether and to what extent and at what times and
places and under what conditions or regulations, the accounts and books of the company, or any of them,
shall be open to the inspection of members not being directors.
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V.

Plant and Machinery

(i) General rate applicable to plant and machinery not
covered under special plant and machinery

(a) Plant and Machinery other than continuous process plant not
covered under specific industries

(b) continuous process plant for which no special rate has been
prescribed under (ii) below [NESD]
(ii) Special Plant and Machinery

(a) Plant and Machinery related to production and exhibition of
Motion Picture Films

1. Cinematograph films—Machinery used in the production and
exhibition of cinematograph films, recording and reproducing
equipments, developing machines, printing machines, editing
machines, synchronizers and studio lights except bulbs

2. Projecting equipment for exhibition of films

(b) Plant and Machinery used in glass manufacturing

1. Plant and Machinery except direct fire glass melting furnaces
— Recuperative and regenerative glass melting furnaces

2. Plant and Machinery except direct fire glass melting furnaces
— Moulds [NESD]

3. Float Glass Melting Furnaces [NESD] Sa\

(c) Plant and Machinery used in mipg es—Por %
underground machinery ‘Mmg maéhmaﬁ

open cast min

(d)@ax \lﬁry used in @@m&éﬂons [NESD]
;Towers

2. Telecom transceivers, SW|tch|ng centres, transmission and
other network equipment

3. Telecom—Ducts, Cables and optical fibre

4. Satellites

(e) Plant and Machinery used in exploration, production and
refining oil and gas [NESD]

1. Refineries

2. Oil and gas assets (including wells), processing plant and
facilities

Petrochemical Plant
Storage tanks and related equipment
Pipelines

Drilling Rig

N o o bk~ w

Field operations (above ground) Portable boilers, drilling
tools, well-head tanks, etc.
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(b) Allowance for bad and doubtful debts shall be disclosed under the relevant heads
separately.

(c) Debts due by directors or other officers of the company or any of them either
severally or jointly with any other person or debts due by firms or private companies
respectively in which any director is a partner or a director or a member should be separately
stated.

N. Current Investments
(i) Current investments shall be classified as:
(a) Investments in Equity Instruments;
(b) Investments in Preference Shares;
(c) Investments in Government or trust securities;
(d) Investments in debentures or bonds;
(e) Investments in Mutual Funds;
(f) Investments in partnership firms;
(g) Other investments (specify nature).

Under each classification, details shall be given of names of the bodies corporate [indicating
separately whether such bodies are: (i) subsidiaries, (ii) associates, (iii) joint ventures, or (iv)
controlled special purpose entities] in whom investments have been made and the nature and extent of
the investment so made in each such body corporate (showing separately mves which are
partly paid). In regard to investments in the capital of partnership firms, t irms (with
the names of all their partners, total capital and the shares of eac &@)mglven

(ii) The following shall also be disclosed:

(a) The basis of valuation of i w ments %
rki ue thereof;

(b) Aggregat }N H‘* (Q Inve \gg‘a
édé\q unt of ung
P gregate p @ or dlmlnutlon in value of investments.

O. Inventories
(i) Inventories shall be classified as:
(a) Raw materials;
(b) Work-in-progress;
(c) Finished goods;
(d) Stock-in-trade (in respect of goods acquired for trading);
(e) Stores and spares;
(f) Loose tools;
(g) Others (specify nature).
(ii) Goods-in-transit shall be disclosed under the relevant sub-head of inventories.
(iii) Mode of valuation shall be stated.
P. Trade Receivables

(i) Aggregate amount of Trade Receivables outstanding for a period exceeding six months from
the date they are due for payment should be separately stated.
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(c) Other money for which the company is contingently liable.
(it) Commitments shall be classified as:

(a) Estimated amount of contracts remaining to be executed on capital account and not
provided for;

(b) Uncalled liability on shares and other investments partly paid,;
(c) Other commitments (specify nature).

U. The amount of dividends proposed to be distributed to equity and preference shareholders for
the period and the related amount per share shall be disclosed separately. Arrears of fixed cumulative
dividends on preference shares shall also be disclosed separately.

V. Where in respect of an issue of securities made for a specific purpose, the whole or part of the
amount has not been used for the specific purpose at the balance sheet date, there shall be indicated
by way of note how such unutilised amounts have been used or invested.

W. If, in the opinion of the Board, any of the assets other than fixed assets and non-current
investments do not have a value on realisation in the ordinary course of business at least equal to the
amount at which they are stated, the fact that the Board is of that opinion, shall be stated.

PART Il - STATEMENT OF PROFIT AND LOSS

Name of the Company ... ............c..c.........

Profit and loss statement for the year ended ........................... Q

ofggu ng of the previous

o
Particulars !&QQ‘—%ures a%%end Figures as at the end
'ﬁ( Om ,, n O @riod reporting period
. S

- [
oA eW * o724V ; :
I erue Trom operatio@ a, XXX XXX

1.
Il
V.

Other income XXX XXX
Total Revenue (I + 1) XXX XXX
Expenses:

Cost of materials consumed

Purchases of Stock-in-Trade

Changes in inventories of XXX XXX
finished goods

work-in-progress and XXX XXX
Stock-in-Trade XXX XXX
Employee benefits expense XXX XXX

Finance costs

Depreciation and  amortisation
expense

Other expenses
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1

Joint Ventures

(as per proportionate
consolidation/
investment

as per the

equity method)

Indian
1.
2.
3.

Foreign
1.
2.
3.

Total

_a\e.CO oK

3. All subsidiaries, associates and joint ven
consolidated financial statements.

4. An entity shall dis

consolidated in ﬂ{iw

pre

t@smia

ancial stat n

pagd©

AT
lﬁ@&@mian é geign) will be covered under
Li@s as '&es%oint ventures which have not been
g

h the reasons of not consolidating.
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Section 11l.— Remuneration payable by companies having no profit or inadequate profit without
Central Government approval in certain special circumstances:

In the following circumstances a company may, without the Central Government approval, pay
remuneration to a managerial person in excess of the amounts provided in Section Il above:—

(a) where the remuneration in excess of the limits specified in Section | or Section Il is paid by any
other company and that other company is either a foreign company or has got the approval of its
shareholders in general meeting to make such payment, and treats this amount as managerial
remuneration for the purpose of section 197 and the total managerial remuneration payable by
such other company to its managerial persons including such amount or amounts is within
permissible limits under section 197.

(b) where the company—

(i) is a newly incorporated company, for a period of seven years from the date of its
incorporation, or

(ii) is a sick company, for whom a scheme of revival or rehabilitation has been ordered by the
Board for Industrial and Financial Reconstruction or National Company Law Tribunal, for a
period of five years from the date of sanction of scheme of revival,

it may pay remuneration up to two times the amount permissible under Section II.

(c) where remuneration of a managerial person exceeds the limits in Section Il but the remuneration
has been fixed by the Board for Industrial and Financial Reconstruction or the National Company
Law Tribunal:

Provided that the limits under this Section shall be applicable subject to me i g‘l&Kconditions
specified under Section Il and the following additional conditions:—

(i) except as provided in para (a) of this Se \%nal person is not receiving

Secretary, a Segrqt e-time hat all secured creditors and term
Ienders % avé no objection for the appointment of the
um of remuneration and such certificate is filed along

W rson as we
P he return a@e under sub-section (4) of section 196.

(iii) the auditor or Company Secretary or where the company has not appointed a secretary, a
secretary in whole-time practice certifies that there is no default on payments to any creditors,
and all dues to deposit holders are being settled on time.

remuneration from any other companyw
(ii) the auditor or Comp%/ f the company _‘r \@‘ ompany has not appointed a
ifi
wrrtrng

(d) a company in a Special Economic Zone as notified by Department of Commerce from time to
time which has not raised any money by public issue of shares or debentures in India, and has not
made any default in India in repayment of any of its debts (including public deposits) or
debentures or interest payable thereon for a continuous period of thirty days in any financial year,
may pay remuneration up to Rs. 2,40,00,000 per annum.

Section 1V.— Perquisites not included in managerial remuneration:

1. A managerial person shall be eligible for the following perquisites which shall not be included in
the computation of the ceiling on remuneration specified in Section Il and Section I11:—

(a) contribution to provident fund, superannuation fund or annuity fund to the extent these either
singly or put together are not taxable under the Income-tax Act, 1961 (43 of 1961);

(b) gratuity payable at a rate not exceeding half a month’s salary for each completed year of service;
and

(c) encashment of leave at the end of the tenure.
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PART III
Provisions applicable to Parts I and 11 of this Schedule

1. The appointment and remuneration referred to in Part | and Part 11 of this Schedule shall be subject
to approval by a resolution of the shareholders in general meeting.

2. The auditor or the Secretary of the company or where the company is not required to appointed a
Secretary, a Secretary in whole-time practice shall certify that the requirement of this Schedule have been
complied with and such certificate shall be incorporated in the return filed with the Registrar under sub-
section (4) of section 196.

PART IV

The Central Government may, by notification, exempt any class or classes of companies from any of
the requirements contained in this Schedule.
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(b) transmission, distribution or trading of power by laying a network of new transmission or
distribution lines.

(7) Petroleum and natural gas, including the following:—

(a) exploration and production;

(b) import terminals;

(c) liquefaction and re-gasification;

(d) storage terminals;

(e) transmission networks and distribution networks including city gas infrastructure.
(8) Housing, including the following:—

(a) urban and rural housing including public / mass housing, slum rehabilitation, etc;

(b) other allied activities such as drainage, lighting, laying of roads, sanitation and facilities.
(9) Other miscellaneous facilities/services, including the following:—

(a) mining and related activities;

(b) technology related infrastructure;

(c) manufacturing of components and materials or any other utilities or facilities required by
the infrastructure sector like energy saving devices and metering devices;

(d) environment related infrastructure; \4

e.CO M

%)

(e) disaster management services;

(f) preservation of monuments and icons;
(g) emergency services (including m“qﬁ’@%a}e
(10) such other facility s?enceé rescribed
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SCHEDULE VI
(See section 135)
Activities which may be included by companies in their Corporate Social Responsibility Policies
Activities relating to:—
(i) eradicating extreme hunger and poverty;
(i) promotion of education;
(iii) promoting gender equality and empowering women;
(iv) reducing child mortality and improving maternal health;

(v) combating human immunodeficiency virus, acquired immune deficiency syndrome, malaria and
other diseases;

(vi) ensuring environmental sustainability;
(vit) employment enhancing vocational skills;
(viii) social business projects;

(ix) contribution to the Prime Minister's National Relief Fund or any other fund set up by the Central
Government or the State Governments for socio-economic development and relief and funds for the
welfare of the Scheduled Castes, the Scheduled Tribes, other backward classes, minorities and women;
and

(x) such other matters as may be prescribed. \4
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