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THE COMPANIES ACT, 2013

ACT NO. 18 OF 2013
[29th August2013.]
An Act to consolidate and amend the law relating to companies.
BE it enacted by Parliament in the Sikfburth Year of the Republic of India as follows:

CHAPTER |
PRELIMINARY

1. Short title, extent, commencement and applation.d (1) This Act may be called the Companies Act, 2013.
(2) It extends to the whole of India.

(3) This section shall come into force at once and the remaining provisions of this Act shall come into force on'sagh date
the Central Government may, bgtification in the Official Gazette, appoint and *different dates may

*1. 12th September, 2013 S. 2@1),(3), (4), (5), (6), (8), (9), (10), (12), (12), (14), (15), (16), (17), (18), (19), (20), (21), (22), (24), (25), (26), (27), (28), (29) [except
subclause (iv)], 80), (32), (33), (34), (35), (36), (37), (38), (39), (40), (43), (44), (45), (46), (49), (50), (51), (52), (53), (54), (55), (56), (57), (568), (59), (60), (61), (63),
(64), (65), (66), (67) [except sukclause )], (84), (86),(87) [except the proviso anBxplanation(d)], (88), (89), (90), (912), (92), (93), (94), (95); s. 19, 21, 22, 23
[except clauseh) of subsection () and suksection )], 24, 25 [except subection 8)], 29, 30, 31, 32, 33 [except sgkction B)], 34, 35 [except clause)(of sub
section(1)], 36, 37, 38 39 [except stdection §)], 40 [except sulsection 6)], 44, 45, 49, 50, 51, 57, 589560, 65, 69, 70 [except sslection R)], 86, 91, 100 [except
subsection 6)], 102, 103, 104, 105 [except the third and fourth provisos ofeabion () and suksection {)], 106, 107, 111, 112, 113 [except claubpdf sub
section ()], 114, 116, 12, 133, 161 [except sthection )], 162, 163, 176, 180, 181, 182, 183, 185, 192, 194,195, 202, 379, 382, 383, 386 [excepa)t|adBe (
405, 407, 408, 409, 410, 411, 412, 413, 414, 439, 443, 444, 445, 446, 447, 448, 449, 450, 451, 452, 45348864897460, 461, 462, 463, 467, 468, 469, 470,
videnotification No. S.O. 2754(E), dated 12th September, 28d&5azette of India, Extraordinary, Part 11, sedi)3(
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be appointed for different provisions of this Act and any reference in any protosioa commencement
of this Act shall be construed as a reference to the coming into force pfakision.

(4) The provisions of this Act shall applydo

(a) companies incorporated under this Act or under any previous company law;

(b) insurance companies, except in so far as the said provisions are inconsistent with the provisions
of the Insurance A¢ 1938 (4 of 1938) or the Insurance Regulatory and Development Authority Act,
1999 (41 of 1999);

(c) banking companies, except in so far as the said provisions are inconsistent with the provisions
of the Banking Regulation Act, 1949 (10 of 1949);

(d) commnies engaged in the generation or supply of electricity, except in so far as the said
provisions are inconsistent with the provisions of the Electricity Act, 2003 (36 of 2003);

(f) such body corporate, incorporated by any Act for the time being in, fagc¢he Central
Government may, by notification, specify in this behalf, subject to such exceptions, modifications or
adaptation, as may be specified in the notification.

2. Definitionsd In this Act, unless the context otherwise requées,
(1) fiabridged pospectué means a memorandum containing such salient features of a prospectus as
may be specified by the Securities and Exchange Board by making regulations in this behalf;

(2) fiaccounting standardsmeans the standards of accounting or any addendumtcthfene
companies or class of companies referred to in section 133;

(3) falterd or falteratiord includes the making of additions, omissions and substitutions;

(4) nAppellate Tribunad means the National Company Law Appellate Tribunal constituted under
secton 410;

(5) Aarticle® means the articles of association of a company as originally framed or as altered from
time to time or applied in pursuance of any previous company law or of this Act;

(6) fassociate companyin relation to another company, meansampany in which that other
company has a significant influence, but which is not a subsidiary company of the company having such
influence and includes a joint venture company.

{Explanationd For the purpose of this claude,

(a) the expressiofsignificant influenc@&means control of at least twenty per cent. of total voting
power, or control of or participation in business decisions under an agreement;

(b) the expressiofjoint venturé® means a joint arrangement whereby the parties that have joint
control of the arrangement have rights to the net assets of the arrangement;]

(7) fauditing standaradameans the standards of auditing or any addendum thereto for companies or
class of companies referred to in ssdztion L0) of section 143;

(8) fauthorised aaitald or finominal capitad means such capital as is authorised by the
memorandum of a company to be the maximum amount of share capital of the company;

(9) fibanking comparymeans a banking company as defined in clat)s# éection 5 of the Banking
Reguation Act, 1949 (10 of 1949);

(10) fBoard of Directoré or fiBoard, in relation to a company, means the collective body of the
directors of the company;

(12) Abody corporat@or ficorporatiom includes a company incorporated outside India, but does not
included

(i) a cooperative society registered under any law relating fopayative societies; and
(i) any other body corporate (not being a company as defined in this Act), which the Central
Government may, by notification, specify in this behalf;

(12) fbook and papérandfibook or papeyinclude books of account, deeds, vouchers, writings,

documents, minutes and registers maintained on paper or in electronic form;

(13) fAbooks of accoumdtincludes records maintained in respeé of

1. TheExplanationsubs. by Act 1 of 2018, s. 2 (w.e.f572018).
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(i) all sums of money reived and expended by a company and matters in relation to which the
receipts and expenditure take place;

(i) all sales and purchases of goods and services by the company;
(iii) the assets and liabilities of the company; and

(iv) the items of cost as mde prescribed under section 148 in the case of a company which
belongs to any class of companies specified under that section;

(14) fbranch offic@, in relation to a company, means any establishment described as such by the
company;

(15) ficalledup capitab means such part of the capital, which has been called for payment;

(16) Aicharg® means an interest or lien created on the property or assets of a company or any of its
undertakings or both as security and includes a mortgage;

(17) fAichartered accountanmeans a chartered accountant as defined in clausé gubsection ()
of section 2 of the Chartered Accountants Act, 1949 (38 of 1949) who holds a valid certificate of practice
under subsection {) of section 6 of that Act;

(18) AChief Executive Officed means an officer of a company, who has been designated as such by
it;

(19) AChief Financial Officebmeans a person appointed as the Chief Financial Officer of a company;
(20) icompany means a company incorporated under this Act or under any previoysnoy law;

(21) Aicompany limited by guaranteeneans a company having the liability of its members limited
by the memorandum to such amount as the members may respectively undertake to contribute to the
assets of the company in the event of its being Waym

(22) ficompany limited by sharésneans a company having the liability of its members limited by
the memorandum to the amount, if any, unpaid on the shares respectively held by them;

(23) iCompany Liquidataymeans a person appointed by the Tribasahe Company Liquidator
in accordance with the provisions of section 275 for the winding up of a company undett;ihis Ac

(24) icompany secretadyor fisecretarg means a company secretary as defined in clajisé Sub
section () of section 2 of th&Company Secretaries Act, 1980 (56 of 1980) who is appointed by a
company to perform the functions of a company secretary under this Act;

(25) Aicompany secretary in practiceneans a company secretary who is deemed to be in practice
under subsection @) of section 2 of the Company Secretaries Act, 1980 (56 of 1980);

(26) ficontributoryd means a person liable to contribute towards the assets of the company in the
event of its being wound up.

Explanationd For the purposes of this clause, it is hereby clarifiadl a person holding fully paid
up shares in a company shall be considered as a contributory but shall have no liabilities of a contributory
under the Act whilst retaining rights of such a contributory;

(27) Aicontrob shall include the right to appointajority of the directors or to control the management
or policy decisions exercisable by a person or persons acting individually or in concert, directly or
indirectly, including by virtue of their shareholding or management rights or shareholders aggeemen
or voting agreements or in any other manner;

1. Subs. by Act 31 of 2016, s. 255 and the Eleventh Schedule, for @@u¢e.€.f. 1511-2016).
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1[(28) ficost Accountaritmeans a cost accountas defined in clausé) of subsection () of section 2 of
the Cost and Works Accountants Act, 1959 (23 of 1958) who holds a valid certificate of pragtiunder
subsection () of section 6 of thafct;]

(29) ficourd mean$

(i) the High Court having jurisdiction in relation to the place at which the registered office of the
company concerned is situate, except to the extent to which jurisdiction hasoméemed on any
district court or district courts subordinate to that High Court undeclsuise if);

(i) the district court, in cases where the Central Government has, by notification, empowered any
district court to exercise all or any of the juitns conferred upon the High Court, within the scope
of its jurisdiction in respect of a company whose registered office is situate in the district;

(iii) the Court of Session having jurisdiction to try any offence under this Act or under any
previous ompany law;

(iv) the Special Court established under section 435;

(v) any Metropolitan Magistrate or a Judicial Magistrate of the Eilass having jurisdiction to
try any offence under this Act or under any previous company law;

(30) rdebenturé includesdebenture stock, bonds or any other instrument of a company evidencing a
debt, whether constituting a charge on the assets of the company or not:

?[Provided thad

(a) the instruments referred to in ChaptesDlbf the Reserve Bardf India Act, 1934 (2 ©1934);
and

(b) such other instrument, as may be prescribed by the Central Government in consultation with the
Reserve Bank of India, issued by a company,

shall not be treated as debentlire

(31 Adeposib includes any receipt ahoney by way of depositrdoan or in any other form by a
company, but does not include such categories of amount as may be prescribed in consultation with the
Reserve Bank of India;

(32) fdepository means a depository as defined in clawef subsection ) of section 2 ofhie
Depositories Act, 1996 (22 of 1996);

(33) Aderivatived means the derivative as defined in clauag ©f section 2 of the Securities
Contracts (Regulation) Act, 1956 (42 of 1956);

(34) fdirectol means a director appointed to the Board of a company;
(35) Adividend includes any interim dividend;

(36) idocumend includes summons, notice, requisition, order, declaration, form and register,
whether issued, sent or kept in pursuance of this Act or under any other law for the time being in force
or otherwisemaintained on paper or in electronic form;

(37fe mp | oy e e s 60nwxeans th&koptiorpgivéndorthe directors, officers or employees of a
company or of its holding company or subsidiary company or companies, if any, which gives such
directors, offices or employees, the benefit or right to purchase, or to subscribe for, the shares of the
company at a future date at a-{oetermined price;

1. Subs. by Act 1 of 2018, 2, for clause2g) (w.e.f. 32-2018).
2. The Provisors. by s. 2ibid. (w.e.f. 92-2018).
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(38) fexperd includes an engineer, a valuer, a chartered accountant, a company secretary, a cost
accountant and gmother person who has the power or authority to issue a certificate in pursuance of
any law for the time being in force;

(39) fifinancial institutiom includes a scheduled bank, and any other financial institution defined or
notified under the Reserve Baakindia Act, 1934 (2 of 1934);

(40) ffinancial statemedtin relation to a company, includies
(i) a balance sheet as at the end of the financial year;

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

(i) cash flow statement for the financial year;
(iv) a statement of changes in equity, if applicable; and

(v) any explanatory note annexed to, or forming part of, any document referred tecliase
(i) to subclause i):

Provided that the financial statement, with respect to One Person Company, small company and
dormant company, may not include the cash flow statement;

(41 ffinancial yea®, in relation to any company or body corporate, meamgéhniod ending on the
31st day of March every year, and where it has been incorporated on or after the 1st day of January of a
year, the period ending on the 31st day of March of the following year, in respect whereof financial
statement of the company lbody corporate is made up:

Provided that where a company or body corporate, which is a holding company or a subsidiary
or associate company of a company incorporated outside India and is required to follow a different
financial year for consolidation dfs accounts outside India, the Central Government may, on an
application made by that company or body corporate in such form and manner as may be prescribed,
allow any period as its financial year, whether or not that period is a yeatr:

Providedfurtherthat any application pending before the Tribunal as on the date of commencement
of the Companies (Amendment) Act, 2019, shall be disposed of by the Tribunal in accordance with the
provisions applicable to it before such commencerpent

[Provided alsdhaf] a company or body corporate, existing on the commencement of this Act,
shall, within a period of two years from such commencement, align its financial year as per the
provisions of this clause;

(42) fforeign company means any company or body corporat®iporated outside India whiéh

(a) has a place of business in India whether by itself or through an agent, physically or through
electronic mode; and

(b) conducts any business activity in India in any other manner;

(43) fifree reservasmeans such reservesich, as per the latest audited balance sheet of a company,
are available for distribution as dividend:

Provided thad

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

(i) any change in carrying amount of an asset or of a liability recognised in equity, including
surplus in profit and loss account on measurement of the asset or the liability at fair value,

shall not be treated as free reserves;

1. The proviscsubs. by Act 22 of 2019, s. 2 (w.e.£12-2018).
2.Subs. bys. abid.,f or APr ovti Metdd f-U@ade.rf . 2

20



(44) AGlobal Depository Receip means any instrument in the form of a depository receipt, by
whatever name called, created by a foreign depository outside India and authorised by a company
making an issue of such depository receipts;

(45) AGovernment compadymeans any company in whigiot less than fifyone per cent. of the
paidup share capital is held by the Central Government, or by any State Government or Governments,
or partly by the Central Government and partly by one or more State Governments, and includes a
company which ig subsidiary company of such a Government company;

(46) fAholding company, in relation to one or more other companies, means a company of which
such companies are subsidiary companies;

JExplanationd For the purposes of this clause, the expresgompany includes any body corporate;]

(47) findependent directomeans an independent director referred to insadbion 6) of section
149;

(48) filndian Depository Receiptmeans any instrument in the form of a depository receipt created
by a domestic deposity in India and authorised by a company incorporated outside India making an
issue of such depository receipts;

2% * * * *
(50) fissued capit@means such capital as the company issues from time to time for subscription;
(51 fikey managerial persoeb, in relation to a company, medéns

(i) the Chief Executive Officer or the managing director or the manager;

(i) the company secretary;

(iii) the wholetime director;

(iv) the Chief Financial Office***

4[(v) such other officer, not more than omél below the directoraho is in wholetime employment,
designated as key managerial personnel by the Board; and

(vi) such other officer as may be prescrifjed

(52) flisted company means a company which has any of its securities listed on any recognised
stock exchange

S[Provided that such class of companies, which have listed or intend to list such class of securities,
as may be prescribed in consultation with the Securities and Exchange Board, shall not be considered as
listed companies.

(53) imanaged means an individual who, subject to the superintendence, control and direction of
the Board of Directors, has the management of the whole, or substantially the whole, of the affairs of a
company, and includes a director or any other person occupyipgshion of a manager, by whatever
name called, whether under a contract of service or not;

(54) fimanaging direct@r means a director who, by virtue of the articles of a company or an
agreement with the company or a resolution passed in its general meebyggts Board of Directors,
is entrusted with substantial powers of management of the affairs of the company and includes a director
occupying the position of managing director, by whatever name called.

1.
2.
3

4,
5.

TheExplanatin ins by Act 1 of 2018, s. 2 (w.e.f-2-2018).

Clause49) omitted by s. 2ibid. (w.e.f. 92-2018).

. The word 0 aibd.dwed 220188 d by s. 2,
Subs. by s. 2bid., for subclause {) (w.e.f. 32-2018).

The Proviso ins. by Act 29 of 2020, s. 2 (w.e.£122021).
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Explanationd For the purposes of this clause, flmaver to do administrative acts of a routine nature
when so authorised by the Board such as the power to affix the common seal of the company to any
document or to draw and endorse any cheque on the account of the company in any bank or to draw and
endore any negotiable instrument or to sign any certificate of share or to direct registration of transfer
of any share, shall not be deemed to be included within the substantial powers of management;

(55) imembed, in relation to a company, me#&ns

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

(ii) every other person who agrees in writing to become a memibee cbmpany and whose
name is entered in the register of members of the company;

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

(56) imemorandum means the memorandum of agation of a company as originally framed or
as altered from time to time in pursuance of any previous company law or of this Act;

(57) finet wortld means the aggregate value of the pgidshare capital and all reserves created out
of the profits'[, secuities premium account and debit or credit balance of profit and loss adattent,
deducting the aggregate value of the accumulated losses, deferred expenditure and miscellaneous
expenditure not written off, as per the audited balance sheet, but doeslumi® reserves created out
of revaluation of assets, writeack of depreciation and amalgamation;

(58) finatificationd means a notification published in the Official Gazette and the expréssitifyo
shall be construed accordingly;

(59) fofficero includes any director, manager or key managerial personnel or any person in
accordance with whose directions or instructions the Board of Directors or any one or more of the
directors is or are accustomed to act;

(60) fofficer who is in defaufi, for the purpos of any provision in this Act which enacts that an
officer of the company who is in default shall be liable to any penalty or punishment by way of
imprisonment, fine or otherwise, means any of the following officers of a company, n@mely:

(i) wholetime drector;
(i) key managerial personnel;

(iif) where there is no key managerial personnel, such director or directors as specified by the
Board in this behalf and who has or have given his or their consent in writing to the Board to such
specification, or lithe directors, if no director is so specified;

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

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

(vi) every director, in respect of a contravention of any of the provisions of this Act, who is aware
of such contravention by virtue of the receipt by him of any proceedings Bo#rd or participation

Subs. by Act 1 of 2018, s. 2/-22018r fAand securities premi.
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in such proceedings without objecting to the same, or where such contravention had taken place with
his consent or connivance;

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

(61) nOfficial Liquidatordo means an Official Liquidator appointed under -seltion {) of
section 59;

(62) AONne Person Compaayneans a company which has only one person as a member;

(63) fiordinary or special resoluti@rmeans an ordinary resolution, or as the case may be, special
resolution referred to in section 114;

(64) fpaidup share capitalor fishare capital paidpd means such aggregate amount of money
credited as paidp as is equivaht to the amount received as pajulin respect of shares issued and
also includes any amount credited as pgidn respect of shares of the company, but does not include
any other amount received in respect of such shares, by whatever name called;

(65) fipostal ballod means voting by post or through any electronic mode;
(66) fiprescribed means prescribed by rules made under this Act;
(67) fiprevious company lameans any of the laws specified beléw:
(i) Acts relating to companies in force before thadndCompanies Act, 1866 (10 of 1866);
(i) the Indian Companies Act, 1866 (10 of 1866);
(iii) the Indian Companies Act, 1882 (6 of 1882);
(iv) the Indian Companies Act, 1913 (7 of 1913);
(v) the Registration of Transferred Companies Ordinance, 1942 (Ood.1942);
(vi) the Companies Act, 1956 (1 of 1956); and
(vii) any law corresponding to any of the aforesaid Acts or the Ordinances and & force

(A) in the merged territories or in a Part B State (other than the State of Jammu and
Kashmir), or any parthereof, before the extension thereto of the Indian Companies Act, 1913
(7 of 1913); or

(B) in the State of Jammu and Kashmior any part thereof, before the commencement of
the Jammu and Kashmir (Extension of Laws) Act, 1956 (62 of 1956), in so fankisdp
insurance and financial corporations are concerned, and before the commencement of the
Central Laws (Extension to Jammu and Kashmir) Act, 1968 (25 of 1968), in so far as other
corporations are concerned,;

(viii) the Portuguese Commercial Code, irfasaas it relates teociedades anonimaand
(ix) the Registration of Companies (Sikkim) Act, 1961 (Sikkim Act 8 of 1961);

(68) fiprivate companymeans a company having a minimum pajdshare capitdt** as may be
prescribed, and which by its articlés,

(i) restricts the right to transfer its shares;
(i) except in case of One Person Company, limits the number of its members to two hundred:

Provided that where two or more persons hold one or more shares in a company jointly, they shall,
for the purposesf this clause, be treated as a single member:

1. The words fAof one luapk hs hraurpee ecsa point2bsifi@elbpsnifi (o he@B20bpya i Adc
*. VideNotification No. S.0. 3912 (E), dated 30th October, 2019, this Act is made applicable to the Union territory of Jammu
and Kashmir and the Union territory of Ladakh.
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Provided further thét
(A) persons who are in the employment of the company; and

(B) persons who, having been formerly in the employment of the company, were members of the
company while in that employmentdhave continued to be members after the employment ceased,

shall not be included in the number of members; and
(iii) prohibits any invitation to the public to subscribe for any securities of the company;
(69) fipromoted means a persén

(&) who has been maed as such in a prospectus or is identified by the company in the annual
return referred to in section 92; or

(b) who has control over the affairs of the company, directly dairactly whether as a share
holder, director or otherwise; or

(c) in accordane with whose advice, directions or instructions the Board of Directors of the
company is accustomed to act:

Provided that nothing in sutdause €) shall apply to a person who is acting merely in a professional
capacity;

(70) Aprospectudmeans any documédescribed or issued as a prospectus and includes a red herring
prospectus referred to in section 32 or shelf prospectus referred to in section 31 or any notice, circular,
advertisement or other document inviting offers from the public for the subsorgtipurchase of any
securities of a body corporate;

(71) fApublic company means a company whiéh
(a) is not a private companifand]
(b) has a minimum paidp share capit&t** as may be prescribed:

Provided that a company which is a subsidiary ofrapany, not being a private company, shall be
deemed to be public company for the purposes of this Act even where such subsidiary company
continues to be a private company in its articles ;

(72) fpublic financial institutiod meang

(i) the Life Insurance @vporation of India, established under section 3 of the Life Insurance
Corporation Act, 1956 (31 of 1956);

(i) the Infrastructure Development Finance Company Limited, referred to in chaijisaf (
subsection () of section 4A of the Companies Ad956 (1 of 1956) so repealed under section 465
of this Act;

(iii) specified company referred to in the Unit Trust of India (Transfer of Undertaking and Repeal)
Act, 2002 (58 of 2002);

(iv) institutions notified by the Central Government undersettion(2) of section 4A of the
Companies Act, 1956 (1 of 1956) so repealed under section 465 of this Act;

(v) such other institution as may be notified by the Central Government in consultation with the
Reserve Bank of India:

Provided that no institution shdde so notified unlegs

(A) it has been established or constituted by or under any Central or Stadfeti@t than this
Act or the previous company law]; or

1. Ins. by Act 1 of 2018, s. 2 (w.e.£282018).
2The wor ds mipedsorfsichleghdrzalgbbapi tal, 0 omitted by -582016). 21 of 2015,
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(B) not less than fifyone per cent. of the paith share capital is held or controlled by the(ta
Government or by any State Government or Governments or partly by the Central Government and
partly by one or more State Governments;

(73) frecognised stock exchangmeans a recognised stock exchange as defined in cRusfe (
section 2 of the Sedities Contracts (Regulation) Act, 1956 (42 of 1956);

(74) firegister of companiésameans the register of companies maintained by the Registrar on paper
or in any electronic mode under this Act;

(75) fiRegistrad means a Registrar, an Additional Registralpiat Registrar, a Deputy Registrar or
an Assistant Registrar, having the duty of registering companies and discharging various functions under
this Act;

(76) firelated party, with reference to a company, means
(i) a director or his relative;
(i) a keymanagerial personnel or his relative;
(i) a firm, in which a director, manager or his relative is a partner;
(iv) a private company in which a director or mandfmrhis relative] is a member or director;

(v) a public company in which a director or rager is a directoffand holds] along with his
relatives, more than two per cent. of its papshare capital;

(vi) any body corporate whose Board of Directors, managing director or manager is accustomed
to act in accordance with the advice, directionsmsiructions of a director or manager;

(vii) any person on whose advice, directions or instructions a director or manager is accustomed
to act:

Provided that nothing in sudauses \i) and gii) shall apply to the advice, directions or
instructions giverin a professional capacity;

3[(viii) any body corporat@hich i3
(A) a holding, subsidiary or an associate company of such company;
(B) a subsidiary of a holding company to which it is also a subsidiary; or
(C) an investing company or the venturer of tbenpany.

Explanationd For the purpose of this clausithe investing company or the venturer of a
company means a body corporate whose investment in the company would result in the company
becoming an associate company of the body corgprate

(ix) such oher person as may be prescribed,;
(77) frelatived, with reference to any person, means any one who is related to anéther, if
(i) they are members of a Hindu Undivided Family;
(ii) they are husband and wife; or
(iii) one person is related to the otheruclsmanner as may be prescribed;

(78) fremuneratio means any money or its equivalent given or passed to any person for services
rendered by him and includes perquisites as defined under the haomet, 1961 (43 of 1961);

(79) ASchedule means a Schetde annexed to this Act;

1. Ins. byS.O. 1894 (E), dated 24th July, 2014.
2.Subs. by S.0. 1820 (E),datethQ ul y, 2014 .for fior hol dso
3. Subs. by Actl of 2018, s. 2, for sublause Yiii) (w.e.f. 32-2018).
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(80) fischeduled barikmeans the scheduled bank as defined in cla)sd# éection 2 of the Reserve
Bank of India Act, 1934 (2 of 1934);

(81) fisecuritie® means the securities as defined in clabyef(section 2 of the Securiti€ontracts
(Regulation) Act, 1956 (42 of 1956);

(82) ASecurities and Exchange Boardeans the Securities and Exchange Board of India established
under section 3 of the Securities and Exchange Board of India Act, 1992 (15 of 1992);

(83) ASerious Fraud Inwtigation Officé means the office referred to in section 211;
(84) fishar® means a share in the share capital of a company and includes stock;
(85) fismall compang means a company, other than a public comg@any,

(i) paidup share capital of which does motceed fifty lakh rupees or such higher amount as may
be prescribed which shall not be more tHgen crore rupeesf{and)]

(i) turnover of which¥[as per profit and loss account for the immediately preceding financial
year]does not exceed two crore ags or such higher amount as may be prescribed which shall not
be more thaffone hundred crore rupees]:

Provided that nothing in this clause shall appf to
(A) a holding company or a subsidiary company;
(B) a company registered under section 8; or
(C) acompany or body corporate governed by any special Act;

(86) Asubscribed capitaimeans such part of the capital which is for the time being subscribed by the
members of a company;

(87) fisubsidiary companyor fisubsidiarg, in relation to any other comparfthat is to say the
holding company), means a company in which the holding company

(i) controls the composition of the Board of Directors; or

(i) exercises or controls more than dradf of the[total voting power] either at its own or
together with oner more of its subsidiary companies:

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

Explanationd For the purposes of this clause,

(&) a companyshall be deemed to be a subsidiary company of the holding company even if the
control referred to in sublause () or subclause if) is of another subsidiary company of the holding
company;

() the composition of a ¢ o0 nieanedyté ke cdhiwoded by o f
another company if that other company by exercise of some power exercisable by it at its discretion
can appoint or remove all or a majority of the directors;

(c) the expressioficompany includes any body corporate;

(d) Alayemwin relation to a holding company means its subsidiary or subsidiaries;

1. Subs. by Act 1 of 2@k8922818). 2, for f#fAfive crore rupeeso

2. Subs. by notification No. S.O. 504(E), dated 13th February, 2005r  w o (w.d.f. 18-»-2015).

3.Subs.byActbf 2018, s. 2, for fAas per-220%. | ast profit and | oss
4,Subs.bys.2bid. , for Atwenty -22018r e rupeeso(w.e.f. 9

5. Subs. by s. 2ibid. , tdta shardicapital ( w -5€018).. 7
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(88) fisweat equity sharésneans such equity shares as are issued by a company to its directors or
employees at a discount or for consideration, other than cash, for providing theihémoavy making
available rights in the nature of intellectual property rights or value additions, by whatever name called;

(89) ritotal voting powed, in relation to any matter, means the total number of votes which may be
cast in regard to that matter orpall at a meeting of a company if all the members thereof or their
proxies having a right to vote on that matter are present at the meeting and cast their votes;

(90) AiTribunalb means the National Company Law Tribunal constituted under section 408;

(91 fturnoven means gross amount of revenue recognised in the profit and loss account from the sale,
supply, or distribution of goods or on account of services rendered, or both, by a company during a financial year;]

(92) fAunlimited company means a compgmot having any limit on the liability of its members;

(93) fivoting rightb means the right of a member of a company to vote in any meeting of the company
or by means of postal ballot;

(94) Awholetime directod includes a director in the whetane employnent of the company;

9[(94A fAwinding um means winding up under this Act or liquidation under the Insolvency and
Bankruptcy Code, 2016 (31 of 2016), as applicable;]

(95) words and expressions used and not defined in this Act but defined in the SeCoritiests
(Regulation) Act, 1956 (42 of 1956) or the Securities and Exchange Board of India Act, 1992 (15
of 1992) or the Depositories Act, 1996 (22 of 1996) shall have the meanings respectively assigned to
them in those Acts.

CHAPTER I
INCORPORATION OF COMPANY AND MATTERS INCIDENTAL THERETO
3. Formation of companyd (1) A company may be formed for any lawful purposé by
(a) seven or more persons, where the company to be formed is to be a public company;
(b) two or more persons, where thargmany to be formed is to be a private company; or

(c) one person, where the company to be formed is to be One Person Company that is to say, a
private company,

by subscribing their names or his name to a memorandum and complying with the requiremenggcof th
in respect of registration:

Provided that the memorandum of One Person Company shall indicate the name of the other person,
with his prior written consent in the prescribed
incapacity tacontract become the member of the company and the written consent of such person shall also
be filed with the Registrar at the time of incorporation of the One Person Company along with its
memorandum and articles:

Provided further that such other persaay withdraw his consent in such manner as may be prescribed:

Provided also that the member of One Person Company may at any time change the name of such other
person by giving notice in such manner as may be prescribed:

Provided also that it shall be thaty of the member of One Person Company to intimate the company
the change, if any, in the name of the other person nominated by him by indicating in the memorandum or
otherwise within such time and in such manner as maybe prescribed, and the compamynsial the
Registrar any such change within such time and in such manner as may be prescribed:

Provided also that any such change in the name of the person shall not be deemed to be an alteration of
the memorandum.

1. Subs. by Act 1 of 2018, s. 2, fdause 91) (w.e.f. 32-2018).
2. Ins. by Act 31 of 2016, s. 255 and the Eleventh Schedule (w.€lfl-2616).
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(2) A company formed under stdecton (1) may be eithér
(a) a company limited by shares; or
(b) a company limited by guarantee; or

(c) an unlimited company.

I3A. Members severally liable in certain casedf at any time the number of members of a company
is reduced, in the case of a paldompany, below seven, in the case of a private company, below two, and
the company carries on business for more than six months while the number of members is so reduced,
every person who is a member of the company during the time that it so caliesir@ss after those six
months and is cognisant of the fact that it is carrying on business with less than seven members or two
members, as the case may be, shall be severally liable for the payment of the whole debts of the company
contracted during thaime, and may be severally sued therefor.]

4. Memorandumd (1) The memorandum of a company shall siate

(a) the name of the company with the last widlcamitedo in the case of a public limited company,
or the last wordéPrivate Limited in the case of arjvate limited company:

Provided that nothing in this clause shall apply to a company registered under section 8;

(b) the State in which the registered office of the company is to be situated;

(c) the objects for which the company is proposed to be incatgub and any matter considered
necessary in furtherance thereof;

(d) the liability of members of the company, whether limited or unlimited, and alsdstate,

() in the case of a company limited by shares, that liability of its members is limited to the
anmount unpaid, if any, on the shares held by them; and

(i) in the case of a company limited by guarantee, the amount up to which each member
undertakes to contribude

(A) to the assets of the company in the event of its being wound up while he is a member
or within one year after he ceases to be a member, for payment of the debts and liabilities of
the company or of such debts and liabilities as may have been contracted before he ceases to
be a member, as the case may be; and

(B) to the costs, charges angerses of winding up and for adjustment of the rights of the
contributories among themselves;

(e) in the case of a company having a share capital,

(i) the amount of share capital with which the company is to be registered and the division
thereof into shies of a fixed amount and the number of shares which the subscribers to the
memorandum agree to subscribe which shall not be less than one share; and

(ii) the number of shares each subscriber to the memorandum intends to take, indicated opposite
his name;

(f) in the case of One Person Company, the name of the person who, in the event of death of the
subscriber, shall become the member of the company.
(2) The name stated in the memorandum shaé not
(a) be identical with or resemble too nearly to the namanoéxisting company registered under
this Act or any previous company law; or
(b) be such that its use by the company
(i) will constitute an offence under any law for the time being in force; or
(i) is undesirable in the opinion of the Central Goverrimen
(3) Without prejudice to the provisions of sabction ), a company shall not be registered with a
name which contaids
(a) any word or expression which is likely to give the impression that the company is in any way
connected with, or having the patiage of, the Central Government, any State Government, or any
local authority, corporation or body constituted by the Central Government or any State Government
under any law for the time being in force; or

1. Ins. by Act 1 of 2018, s. 3 (w.e.£282018).
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(b) such word or expression, as may be presdribe
unless the previous approval of the Central Government has been obtained for the use of any such word or
expression.
(4) A person may make an application, in such form and manner and accompanied by such fee, as may
be prescribed, to the Registrar foe tleservation of a name set out in the applicatiéon as

(a) the name of the proposed company; or

(b) the name to which the company proposes to change its name.

(5) (i) Upon receipt of an application under ssdxtion 4), the Registrar may, on the basfdrdormation and
documents furnished along with the application, reserve the name for a period of twenty days from the date of approval
or such other period as may be prescribed:

Provided that in case of an application for reservation of name or forebitg name by an existing company,
the Registrar may reserve the name for a period of sixty days from the date of approval

(i) Where after reservation of name under claijseét (s found that name was applied by furnishing
wrong or incorrect infor@tion, therd

(a) if the company has not been incorporated, the reserved name shall be cancelled and the person
making application under stdection 4) shall be liable to a penalty which may extend to one lakh
rupees;

(b) if the company has been incorpm@, the Registrar may, after giving the company an
opportunity of being heaéd

(i) either direct the company to change its name within a period of three months, after passing
an ordinary resolution;

(i) take action for striking off the name of the comp&em the register of companies; or
(iii) make a petition for winding up of the company.
(6) The memorandum of a company shall be in respective forms specified in Tables A, B, C, D and E
in Schedule | as may be applicable to such company.

(7) Any provisian in the memorandum or articles, in the case of a company limited by guarantee and
not having a share capital, purporting to give any person a right to participate in the divisible profits of the
company otherwise than as a member, shall be void.

5. Articlesd (1) The articles of a company shall contain the regulations for management of the
company.

(2) The articles shall also contain such matters, as may be prescribed:

Provided that nothing prescribed in this sdtrtion shall be deemed to prevent a comdfamm
including such additional matters in its articles as may be considered necessary for its management.

(3) The articles may contain provisions for entrenchment to the effect that specified provisions of the
articles may be altered only if conditionspsocedures as that are more restrictive than those applicable in
the case of a special resolution, are met or complied with.

(4) The provisions for entrenchment referred to in-settion 8) shall only be made either on
formation of a company, or by amandment in the articles agreed to by all the members of the company
in the case of a private company and by a special resolution in the case of a public company.

(5) Where the articles contain provisions for entrenchment, whether made on formation or by
amendment, the company shall give notice to the Registrar of such provisions in such form and manner as
may be prescribed.

(6) The articles of a company shall be in respective forms specified in Tables, F, G, H, | and J in
Schedule | as may be applicablestech company.

1. Subs. by Act 1 of 2018, s. 4, for claugg\{.e.f. 261-2018).
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(7) A company may adopt all or any of the regulations contained in the model articles applicable to
such company.

(8) In case of any company, which is registered after the commencement of this Act, in so far as the
registered articles of sacompany do not exclude or modify the regulations contained in the model articles
applicable to such company, those regulations shall, so far as applicable, be the regulations of that company
in the same manner and to the extent as if they were contaitedduly registered articles of the company.

(9) Nothing in this section shall apply to the articles of a company registered under any previous
company law unless amended under this Act.

6. Act to override memorandum, articles, et@ Save as otherwise pressly provided in this Aét

(a) the provisions of this Act shall have effect notwithstanding anything to the contrary contained
in the memorandum or articles of a company, or in any agreement executed by it, or in any resolution
passed by the companydeneral meeting or by its Board of Directors, whether the same be registered,
executed or passed, as the case may be, before or after the commencement of this Act; and

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

7. Incorporation of companyd (1) There shall be filed with the Registrar within whose jurisdiction
the registered office of a company is proposebd situated, the following documents and information for
registration, namel:

(@) the memorandum and articles of the company duly signed by all the subscribers to the
memorandum in such manner as may be prescribed;

(b) a declaration in the prescribeatiin by an advocate, a chartered accountant, cost accountant or
company secretary in practice, who is engaged in the formation of the company, and by a person named
in the articles as a director, manager or secretary of the company, that all the reqsicériestAct
and the rules made thereunder in respect of registration and matters precedent or incidental thereto have
been complied with;

(c) Ya declaration] from each of the subscribers to the memorandum and from persons named as
the first directors,fiany, in the articles that he is not convicted of any offence in connection with the
promotion, formation or management of any company, or that he has not been found guilty of any fraud
or misfeasance or of any breach of duty to any company under this Aay previous company law
during the preceding five years and that all the documents filed with the Registrar for registration of
the company contain information that is correct and complete and true to the best of his knowledge and
belief;

(d) the addess for correspondence till its registered office is established;

(e) the particulars of name, including surname or family name, residential address, nationality and
such other particulars of every subscriber to the memorandum along with proof of iGentitsty be
prescribed, and in the case of a subscriber being a body corporate, such particulars as may be prescribed

(f) the particulars of the persons mentioned in the articles as the first directors of the company, their
names, including surnames or figrmames, the Director Identification Number, residential address,
nationality and such other particulars including proof of identity as may be prescribed; and

(g) the particulars of the interests of the persons mentioned in the articles as the @itstdoe
the company in other firms or bodies corporate along with their consent to act as directors of the
company in such form and manner as may be prescribed.

(2) The Registrar on the basis of documents and information filed undeestibn () shallregister
all the documents and information referred to in thatsadiion in the register and issue a certificate of
incorporation in the prescribed form to the effect that the proposed company is incorporated under this Act.

(3) On and from the date méoned in the certificate of incorporation issued undersadiion @), the
Registrar shall allot to the company a corporate identity number, which shall be a distinct identity for the
company and which shall also be included in the certificate.

1.Subs.byAct10f2018 s. 5, for fAam0Bf fidavito (w.e.f. 27
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(4) The campany shall maintain and preserve at its registered office copies of all documents and
information as originally filed under stgection ) till its dissolution under this Act.

(5) If any person furnishes any false or incorrect particulars of any infinmat suppresses any
material information, of which he is aware in any of the documents filed with the Registrar in relation to
the registration of a company, he shall be liable for action under section 447.

(6) Without prejudice to the provisions of sabction §) where, at any time after the incorporation of
a company, it is proved that the company has been got incorporated by furnishing any false or incorrect
information or representation or by suppressing any material fact or information in anydotthments
or declaration filed or made for incorporating such company, or by any fraudulent action, the promoters,
the persons named as the first directors of the company and the persons making declaration under clause
(b) of subsection() shall each béable for action under section 447.

(7) Without prejudice to the provisions of sabction 6), where a company has been got incorporated
by furnishing any false or incorrect information or representation or by suppressing any material fact or
informationin any of the documents or declaration filed or made for incorporating such company or by any
fraudulent action, the Tribunal may, on an application made to it, on being satisfied that the situation so
warrantsy

(a) pass such orders, as it may thinkfét, regulation of the management of the company including
changes, if any, in its memorandum and articles, in public interest or in the interest of the company and
its members and creditors; or

(b) direct that liability of the members shall be unlimited,;
(c) direct removal of the name of the company from the register of companies; or
(d) pass an order for the winding up of the company; or
(e) pass such other orders as it may deem fit:
Provided that before making any order under thissadtiond
(i) the company shall be given a reasonable opportunity of being heard in the matter; and

(ii) the Tribunal shall take into consideration the transactions entered into by the company,
including the obligations, if any, contracted or payment of any liability.

8. Formation of companies with charitable objects, eté (1) Where it is proved to the satisfaction
of the Central Government that a person or an association of persons proposed to be registered under this
Act as a limited compardy

(a) has in its objects thergmotion of commerce, art, science, sports, education, research, social
welfare, religion, charity, protection of environment or any such other object;

(b) intends to apply its profits, if any, or other income in promoting its objects; and
(c) intends to pohibit the payment of any dividend to its members,

the Central Government may, by licence issued in such manner as may be prescribed, and on such
conditions as it deems fit, allow that person or association of persons to be registered as a limited company
under this section without the addition to its name of the Woirditedo, or as the case may be, the words
fiPrivate Limited, and thereupon the Registrar shall, on application, in the prescribed form, register such
person or association of persons asmagany under this section.

(2) The company registered under this section shall enjoy all the privileges and be subject to all the
obligations of limited companies.

(3) A firm may be a member of the company registered under this section.

(4) (i) A company egistered under this section shall not alter the provisions of its memorandum or
articles except with the previous approval of the Central Government.

(if) A company registered under this section may convert itself into company of any other kind only
aftercomplying with such conditions as may be prescribed.
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(5) Where it is proved to the satisfaction of the Central Government that a limited company registered
under this Act or under any previous company law has been formed with any of the objects specified
clause @) of subsection () and with the restrictions and prohibitions as mentioned respectively in clauses
(b) and €) of that subsection, it may, by licence, allow the company to be registered under this section
subject to such conditions as then@al Government deems fit and to change its name by omitting the
word fiLimitedo, or as the case may be, the worlsivate Limited from its name and thereupon the
Registrar shall, on application, in the prescribed form, register such company undesttbisand all the
provisions of this section shall apply to that company.

(6) The Central Government may, by order, revoke the licence granted to a company registered under
this section if the company contravenes any of the requirements of this seciioy @fr the conditions
subject to which a licence is issued or the affairs of the company are conducted fraudulently or in a manner
violative of the objects of the company or prejudicial to public interest, and without prejudice to any other
action againsthe company under this Act, direct the company to convert its status and change its name to
add the word Limitedo or the worddiPrivate Limited, as the case may be, to its name and thereupon the
Registrar shall, without prejudice to any action that imayaken under sukection {), on application, in
the prescribed form, register the company accordingly:

Provided that no such order shall be made unless the company is given a reasonable opportunity of
being heard:

Provided further that a copy of everych order shall be given to the Registrar.

(7) Where a licence is revoked under setion 6), the Central Government may, by order, if it is
satisfied that it is essential in the public interest, direct that the company be wound up under this Act or
amdgamated with another company registered under this section:

Provided that no such order shall be made unless the company is given a reasonable opportunity of
being heard.

(8) Where a licence is revoked under sdttion 6) and where the Central Governmén satisfied
that it is essential in the public interest that the company registered under this section should be
amalgamated with another company registered under this section and having similar objects, then,
notwithstanding anything to the contraryntained in this Act, the Central Government may, by order,
provide for such amalgamation to form a single company with such constitution, properties, powers, rights,
interest, authorities and privileges and with such liabilities, duties and obligatiomsydse specified in
the order.

(9) If on the winding up or dissolution of a company registered under this section, there remains, after
the satisfaction of its debts and liabilities, any asset, they may be transferred to another company registered
under tlis section and having similar objects, subject to such conditions as the Tribunal may impose, or
may be sold and proceeds thereof creditéfitsolvency and Bankruptcy Fund formed under section 224
of the Insolvency and Bankruptcy Code, 2016 (31 of 2016)

(10) A company registered under this section shall amalgamate only with another company registered
under this section and having similar objects.

(1D If a company makes any default in complying with any of the requirements laid down in this
section, tle company shall, without prejudice to any other action under the provisions of this section, be
punishable with fine which shall not be less than ten lakh rupees but which may extend to one crore rupees
and the directors and every officer of the company vhin default shall be punishalfe* with fine
which shall not be less than twedtye thousand rupees but which may extend[taventy-five lakh
rupees.

Provided that when it is proved that the affairs of the company were conducted fraudulenyly, eve
officer in default shall be liable for action under section 447.

9. Effect of registrationd From the date of incorporation mentioned in the certificate of incorporation,
such subscribers to the memorandum and all other persons, as may, from timg to bev®me members

1. Subs. by Act 31 of 2016, S . 255 and the El event hnSchedul
2690 ( vil-2016f.. 15

2. The words fiwith imprisoameottfioeeaye¢arm owhocbmmRyeexby /
2020).

3.Subs by Act 29 of 202, |l sakh3rupeesii2ad®0).wwyt h botho (w.e. f.
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of the company, shall be a body corporate by the name contained in the memorandum, capable of exercising
all the functions of an incorporated company under this Act and having perpetual suct&ssigin

power to acquire, hold ardispose of property, both movable and immovable, tangible and intangible, to
contract and to sue and be sued, by the said name.

10. Effect of memorandum and articles (1) Subject to the provisions of this Act, the memorandum
and articles shall, when regised, bind the company and the members thereof to the same extent as if they
respectively had been signed by the company and by each member, and contained covenants on its and his
part to observe all the provisions of the memorandum and of the articles.

(2) All monies payable by any member to the company under the memorandum or articles shall be a
debt due from him to the company.

2[10A. Commencement of business, etc(1) A company incorporated after the commencement of
the Companies (Amendment) Act, 201%dahaving a share capital shall not commence any business or
exercise any borrowing powers uni@ss

(a) a declaration is filed by a director within a period of one hundred and eighty days of the date of
incorporation of the company in such form and verifireduch manner as may be prescribed, with the
Registrar that every subscriber to the memorandum has paid the value of the shares agreed to be taken
by him on the date of making of such declaration; and

(b) the company has filed with the Registrar a veatfion of its registered office as provided in
subsection @) of section 12.

(2) If any default is made in complying with the requirements of this section, the company shall be
liable to a penalty of fifty thousand rupees and every officer who is inltsfall be liable to a penalty of
one thousand rupees for each day during which such default continues but not exceeding an amount of one
lakh rupees.

(3) Where no declaration has been filed with the Registrar under cluses(ibsection {) within a
period of one hundred and eighty days of the date of incorporation of the company and the Registrar has
reasonable cause to believe that the company is not carrying on any business or operations, he may, without
prejudice to the provisions of sigection @), initiate action for the removal of the name of the company
from the register of companies under Chapter XVIIl.]

11 [Commencement of business, eljdOmitted by the CompaniédmendmentAct,2015 (21
of 2015),s.4 (w.e.f.29-5-2015).

12.Registered office of companyd (1) A company shalf[within thirty days of its incorporation] and
at all times thereafter, have a registered office capable of receiving and acknowledging all communications
and notices as may be addressed to it.

(2) The conpany shall furnish to the Registrar verification of its registered office within a period of
thirty days of its incorporation in such manner as may be prescribed.

(3) Every company shdl

(a) paint or affix its name, and the address of its registeredeotficd keep the same painted or

affixed, on the outside of every office or place in which its business is carried on, in a conspicuous

position, in legible letters, and if the characters employed therefor are not those of the language or of

one of the langages in general use in that locality, also in the characters of that language or of one of

those languages;

“I(b) have its name engraved in legible characters on its seal, if any;]

(c) get its name, address of its registered office and the Corporatéyldémiber along with
telephone number, fax number, if anymnail and website addresses, if any, printed in all its business
letters, billheads, letter papers and in all its notices and other official publications; and

1. Thewor ds fiand a common seal 0 omis201®.d by Act 21 of 2015, s.
2. Ins. by Act 22 of 2019, s. 3 (w.e.£12-2018).

3. Subs. by Act 1 of 2018, s. 6, for no+r20d8.d from the fifte
4. Subs. by Act 21 of 2015, s. 5, for claubg(fv.e.f. 295-2015).
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(d) have its name printed drundies promissory notes, bills of exchange and such other documents
as may be prescribed:

Provided that where a company has changed its name or names during the last two years, it shall paint
or affix or print, as the case may be, along with its name, the fearame or names so changed during the
last two years as required under clausg¢sud €):

Provided further that the wor@®ne Person Compaaghall be mentioned in brackets below the name
of such company, wherever its name is printed, affixed or ergyrave

(4) Notice of every change of the situation of the registered office, verified in the manner prescribed,
after the date of incorporation of the company, shall be given to the Redisitain thirty days] of the
change, who shall record the same.

(5) Except on the authority of a special resolution passed by a company, the registered office of the
company shall not be changéd,

(a) in the case of an existing company, outside the local limits of any city, town or village where
such office is situated #te commencement of this Act or where it may be situated later by virtue of a
special resolution passed by the company; and

(b) in the case of any other company, outside the local limits of any city, town or village where
such office is first situated orhvere it may be situated later by virtue of a special resolution passed by
the company:

Provided that no company shall change the place of its registered office from the jurisdiction of one
Registrar to the jurisdiction of another Registrar within the satate unless such change is confirmed by
the Regional Director on an application made in this behalf by the company in the prescribed manner.

(6) The confirmation referred to in sidection b) shall be communicated within a period of thirty days
from thedate of receipt of application by the Regional Director to the company and the company shall file
the confirmation with the Registrar within a period of sixty days of the date of confirmation who shall
register the same and certify the registration withjperiod of thirty days from the date of filing of such
confirmation.

(7) The certificate referred to in sigection 6) shall be conclusive evidence that all the requirements
of this Act with respect to change of registered office in pursuance «fesiidn (5) have been complied
with and the change shall take effect from the date of the certificate.

(8) If any default is made in complying with the requirements of this section, the company and every
officer who is in default shall be liable to a penaltyoe thousand rupees for every day during which the
default continues but not exceeding one lakh rupees.

2[(9) If the Registrar has reasonable cause to believe that the company is not carrying on any business
or operations, he may cause a physical vetifio of the registered officer of the company in such manner
as may be prescribed and if any default is found to be made in complying with the requirements of sub
section {), he may without prejudice to the provisions of-selstion 8), initiate actiorfor the removal of
the name of the company from the register of companies under Chaptej XVIII.

13. Alteration of memorandumg (1) Save as provided in section 61, a company may, by a special
resolution and after complying with the procedure specified m ghtction, alter the provisions of its
memorandum.

(2) Any change in the name of a company shall be subject to the provisionssacsiagns 2) and @)
of section 4 and shall not have effect except with the approval of the Central Government in writing:

Provided that no such approval shall be necessary where the only change in the name of the company
is the deletion therefrom, or addition thereto, of the whdvated, consequent on the conversion of any
one class of companies to another class in acooedaith the provisions of this Act.

1. Subs.byActl1of@18, s. 6, for dAwi4-BM8. fi fteen dayso (w.e.f. 27
2. Ins. by Act 22 of 2019, s. 4 (w.e.£12-2018).
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(3) When any change in the name of a company is made undeestitn 2), the Registrar shall
enter the new name in the register of companies in place of the old name and issue a fresh certificate of
incorporation wih the new name and the change in the name shall be complete and effective only on the
issue of such a certificate.

(4) The alteration of the memorandum relating to the place of the registered office from one State to
another shall not have any effect usléss approved by the Central Government on an application in such
form and manner as may be prescribed.

(5) The Central Government shall dispose of the application undesestion 4) within a period of
sixty days and before passing its order maysBatiself that the alteration has the consent of the creditors,
debentureholders and other persons concerned with the company or that the sufficient provision has been
made by the company either for the due discharge of all its debts and obligativatsamietjuate security
has been provided for such discharge.

(6) Save as provided in section 64, a company shall, in relation to any alteration of its memorandum,
file with the Registrad

(a) the special resolution passed by the company undesestiion ();

(b) the approval of the Central Government undersdiion ), if the alteration involves any
change in the name of the company.

(7) Where an alteration of the memorandum results in the transfer of the registered office of a company
from one State tanother, a certified copy of the order of the Central Government approving the alteration
shall be filed by the company with the Registrar of each of the States within such time and in such manner
as may be prescribed, who shall register the same, aRethstrar of the State where the registered office
is being shifted to, shall issue a fresh certificate of incorporation indicating the alteration.

(8) A company, which has raised money from public through prospectus and still has any unutilised
amount otl of the money so raised, shall not change its objects for which it raised the money through
prospectus unless a special resolution is passed by the compény and

(i) the details, as may be prescribed, in respect of such resolution shall also be publifieed i
newspapers (one in English and one in vernacular language) which is in circulation at the place where
the registered office of the company is situated and shall also be placed on the website of the company,
if any, indicating therein the justificatidor such change;

(i) the dissenting shareholders shall be given an opportunity to exit by the promoters and
shareholders having control in accordance with regulations to be specified by the Securities and
Exchange Board.

(9) The Registrar shall registany alteration of the memorandum with respect to the objects of the
company and certify the registration within a period of thirty days from the date of filing of the special
resolution in accordance with clausg ¢f subsection 6) of this section.

(10) No alteration made under this section shall have any effect until it has been registered in accordance
with the provisions of this section.

(11 Any alteration of the memorandum, in the case of a company limited by guarantee and not having
a share capitapurporting to give any person a right to participate in the divisible profits of the company
otherwise than as a member, shall be void.

14. Alteration of articlesd (1) Subject to the provisions of this Act and the conditions contained in
its memorandumif any, a company may, by a special resolution, alter its articles including alterations
having the effect of conversiondf

(a) a private company into a public company; or
(b) a public company into a private company:

Provided that where a company beingriwvate company alters its articles in such a manner that they
no longer include the restrictions and limitations which are required to be included in the articles of a private
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company under this Act, the company shall, as from the date of such altecathze to be a private
company:

Provided further that any alteration having the effect of conversion of a public company into a private
company shall notalid unless it its approved by an order of the Central Government on an application
made in suchdrm and manner as may be prescribed:

Provided also that any application pending before the Tribunal, as on the date of commencement of the
Companies (amendment) Act, 2019, shall be disposed of by the Tribunal in accordance with the provisions
applicable tdt before such commencement.]

(2) Every alteration of the articles under this section and a copy of the order giCtheral
Govenment]approving the alteration as per ssdction () shall be filed with the Registrar, together with
a printed copy oftte altered articles, within a period of fifteen days in such manner as may be prescribed,
who shall register the same.

(3) Any alteration of the articles registered under-settion 2) shall, subject to the provisions of this
Act, be valid as if it wereriginally in the articles.

15. Alteration of memorandum or articles to be noted in every cop®. (1) Every alteration made in
the memorandum or articles of a company shall be noted in every copy of the memorandum or articles, as
the case may be.

(2) If a canpany makes any default in complying with the provisions ofsadbion {), the company
and every officer who is in default shall be liable to a penalty of one thousand rupees for every copy of the
memorandum or articles issued without such alteration.

16. Rectification of name of companyd (1) If, through inadvertence or otherwise, a company on its
first registration or on its registration by a new name, is registered by a namedwhich,

(a) in the opinion of the Central Government, is identical with omtarly resembles the name by
which a company in existence had been previously registered, whether under this Act or any previous
company law, it may direct the company to change its name and the company shall change its name or
new name, as the case may Wwehin a period of three months from the issue of such direction, after
adopting an ordinary resolution for the purpose;

(b) on an application by a registered proprietor of a trade mark that the name is identical with or
too nearly resembles to a registe trade mark of such proprietor under the Trade Marks Act, 1999 (47
of 1999), made to the Central Government within three years of incorporation or registration or change
of name of the company, whether under this Act or any previous company law oipirifan of the
Central Government, is identical with or too nearly resembles to an existing trade mark, it may direct
the company to change its name and the company shall change its name or new hame, as the case may
be, within a period of six months frome issue of such direction, after adopting an ordinary resolution
for the purpose.

(2) Where a company changes its name or obtains a new name undectaob (), it shall within a
period of fifteen days from the date of such change, give notice oh#mge to the Registrar along with
the order of the Central Government, who shall carry out necessary changes in the certificate of
incorporation and the memorandum.

(3) If a company makes default in complying with any direction given undesettipn (), the
company shall be punishable with fine of one thousand rupees for every day during which the default
continues and every officer who is in default shall be punishable with fine which shall not be less than five
thousand rupees but which may extendrte kakh rupees.

17. Copies of memorandum, articles, etc., to be given to membérg1) A company shall, on being
so requested by a member, send to him within seven days of the request and subject to the payment of such
fees as may be prescribed, a copyaafheof the following documents, namély:

1. Subs. by Act 22 of 2019, s. 5, for the Proviso (w.e1f1-2018).
2.Subs.bys. 5bid.,f or ATr i bult-aoly. (w.e. f. 2
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(a) the memorandum;
(b) the articles; and

(c) every agreement and every resolution referred to irseation () of section117, if and in so
far as they have not been embodied in the memorandum or articles.

(2) If a company makes any default in complying with the provisions of this section, the company and
every officer of the company who is in default shall be liable for each default, to a penalty of one thousand
rupees for each day during which such default caesiror one lakh rupees, whichever is less.

18. Conversion of companies already registeredl.(1) A company of any class registered under this
Act may convert itself as a company of other class under this Act by alteration of memorandum and articles
of the canpany in accordance with the provisions of this Chapter.

(2) Where the conversion is required to be done under this section, the Registrar shall on an application
made by the company, after satisfying himself that the provisions of this Chapter appdicedggstration
of companies have been complied with, close the former registration of the company and after registering
the documents referred to in sséction (), issue a certificate of incorporation in the same manner as its
first registration.

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

19. Subsidiary company not to hold shares in its holding compardy.(1) No company shall, either
by itself or through its nominees, hold any shares in its holding company and no holding company sha
allot or transfer its shares to any of its subsidiary companies and any such allotment or transfer of shares of
a company to its subsidiary company shall be void:

Provided that nothing in this stgection shall apply to a cdse

(@) where the subsidiargompany holds such shares as the legal representative of a deceased
member of the holding company; or

(b) where the subsidiary company holds such shares as a trustee; or

(c) where the subsidiary company is a shareholder even before it became a sulisiaiayycof
the holding company:

Provided further that the subsidiary company referred to in the preceding proviso shall have a right to
vote at a meeting of the holding company only in respect of the shares held by it as a legal representative
or as a truste, as referred to in claus® Or clauself) of the said proviso.

(2) The reference in this section to the shares of a holding company which is a company limited by
guarantee or an unlimited company, not having a share capital, shall be construete@Eneer&o the
interest of its members, whatever be the form of interest.

20. Service of document8. (1) A document may be served on a company or an officer thereof by
sending it to the company or the officer at the registered office of the company ligrezhjsost or by
speed post or by courier service or by leaving it at its registered office or by means of such electronic or
other mode as may be prescribed:

Provided that where securities are held with a depository, the records of the beneficial gwnayshi
be served by such depository on the company by means of electronic or other mode.

(2) Save as provided in this Act or the rules made thereunder for filing of documents with the Registrar
in electronic mode, a document may be served on Registray anember by sending it to him by post or
by registered post or by speed post or by courier or by delivering at his office or address, or by such
electronic or other mode as may be prescribed:

Provided that a member may request for delivery of any docuhrengh a particular mode, for which
he shall pay such fees as may be determined by the company in its annual general meeting.
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Explanationd For the purposes of this section, the téicourield means a person or agency which
delivers the document and progslproof of its delivery.

21. Authentication of documents, proceedings and contracts.Save as otherwise provided in this
Act,0

(a) a document or proceeding requiring authentication by a company; or
(b) contracts made by or on behalf of a company,

may be gined by any key managerial personné[am officer or employee of the company] duly authorised
by the Board in this behalf.

22. Execution of bills of exchange, e®@. (1) A bill of exchangehundior promissory note shall be
deemed to have been made, ategpdrawn or endorsed on behalf of a company if made, accepted, drawn,
or endorsed in the name of, or on behalf of or on account of, the company by any person acting under its
authority, express or implied.

(2) A company may, by writingunder its commoeal, if any,] authorise any person, either generally
or in respect of any specified matters, as its attorney to execute other deeds on its behalf in any place either
in or outside India:

J[Provided that in case a company does not have a common seayttmgisation under this
subsection shall be made by two directors or by a director and the Company Secretary, wherever the
company has appointed a Company Secretary.]

(3) A deed signed by such an attorney on behalf of the comgashyunder his seal shall bind the
company***,
CHAPTER 1lI

PROSPECTUS AND ALLOTMENT OF SECURITIES
PART 1.8 Public offer
23. Public offer and private placemen® (1) A public company may issue securities

(a) to public through prospectus (herein referrecasdipublic offeld) by complying with the
provisions of this Part; or

(b) through private placement by complying with the provisions of Part Il of this Chapter; or

(c) through a rights issue or a bonus issue in accordance with the provisions of thid ictase
of a listed company or a company which intends to get its securities listed also with the provisions of
the Securities and Exchange Board of India Act, 1992 (15 of 1992) and the rules and regulations made
thereunder.

(2) A private company may ige securitied
(a) by way of rights issue or bonus issue in accordance with the provisions of this Act; or
(b) through private placement by complying with the provisions of Part Il of this Chapter.

Explanationd For the purposes of this Chaptpublic offerd includes initial public offer or further
public offer of securities to the public by a company, or an offer for sale of securities to the public by an
existing shareholder, through issue of a prospectus.

24. Power of Securities and Exchange Board to gelate issue and transfer of securities,
etcd (1) The provisions contained in this Chapter, Chapter IV and in section 128 shall,

(@) in so far as they relate &

(i) issue and transfer of securities; and

1.Subs.byActbf 2018, s. 7, for fan-2-20i8).i cer of the companyodo (w.e
2 Subs. by Act 21 of 2015, s .52015). for Aunder its common sea
3. The provisoms by s. 6,ibid. (w.e.f. 295-2015).

4. The words fiand have thdeefftstcasmmoibid fvic.h B88-2085nmatded by s.
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(i) nonpayment of dividend,

by listed companies or those companies which intend to get their securities listed on any recognised
stock exchange in India, except as provided under this Act, be administered by the Securities and
Exchange Board by making regulations in this behalf;

(b) in any dher case, be administered by the Central Government.

Explanationd For the removal of doubts, it is hereby declared that all powers relating to all other
matters relating to prospectus, return of allotment, redemption of preference shares and anytether mat
specifically provided in this Act, shall be exercised by the Central Government, the Tribunal or the
Registrar, as the case may be.

(2) The Securities and Exchange Board shall, in respect of matters specifieesectsab () and the
matters delegatkto it under proviso to subection {) of section 458, exercise the powers conferred upon
it under subsections 1), (2A), (3) and @) of section 11, sections 11A, 11B and 11D of the Securities and
Exchange Board of India Act, 1992 (15 of 1992).

25. Document containing offer of securities for sale to be deemed prospectés(l) Where a
company allots or agrees to allot any securities of the company with a view to all or any of those securities
being offered for sale to the public, any document by whiclottee for sale to the public is made shall,
for all purposes, be deemed to be a prospectus issued by the company; and all enactments and rules of law
as to the contents of prospectus and as to liability in respect eftamésnents, in and omissions from,
prospectus, or otherwise relating to prospectus, shall apply with the modifications specifiegattzuis
(3) and @) and shall have effect accordingly, as if the securities had been offered to the public for
subscription and as if persons acceptimg offer in respect of any securities were subscribers for those
securities, but without prejudice to the liability, if any, of the persons by whom the offer is made in respect
of mis-statements contained in the document or otherwise in respect thereof.

(2) For the purposes of this Act, it shall, unless the contrary is proved, be evidence that an allotment of,
or an agreement to allot, securities was made with a view to the securities being offered for sale to the
public if it is show®

(a) that an offer ofhe securities or of any of them for sale to the public was made within six months
after the allotment or agreement to allot; or

(b) that at the date when the offer was made, the whole consideration to be received by the company
in respect of the secues had not been received by it.

(3) Section 26 as applied by this section shall have effectdas if

(i) it required a prospectus to state in addition to the matters required by that section to be stated in

a prospectus

(a) the net amount of the considéoatreceived or to be received by the company in respect of
the securities to which the offer relates; and

(b) the time and place at which the contract where under the said securities have been or are to
be allotted may be inspected;
(i) the persons makinthe offer were persons named in a prospectus as directors of a company.

(4) Where a person making an offer to which this section relates is a company or a firm, it shall be
sufficient if the document referred to in sséction {) is signed on behalf ahe company or firm by two
directors of the company or by not less than-loak of the partners in the firm, as the case may be.

26. Matters to be stated in prospectu$ (1) Every prospectus issued by or on behalf of a public
company either with referente its formation or subsequently, or by or on behalf of any person who is or
has been engaged or interested in the formation of a public company, shall be dated and signed and shall,
state such information and set out such reports on financial informasamay be specified by the
Securities and Exchange Board in consultation with the Central Government:

Provided that until the Securities and Exchange Board specifies the information and reports on financial
information under this subection, the regulions made by the Securities and Exchange Board under the
Securities and Exchange Board of India Act, 1992 (15 of 1992), in respect of such financial information or
reports on financial information shall apply;

1. Ins. by Act 1 of 2018, s. 8 (w.e.f-5¢2018).
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1x * * * *

(c) make a declaratioabout the compliance of the provisions of this Act and a statement to the
effect that nothing in the prospectus is contrary to the provisions of this Act, the Securities Contracts
(Regulation) Act, 1956 (42 of 1956) and the Securities and Exchange BdadiboAct, 1992 (15
of 1992) and the rules and regulations made thereunder; and

2% * * * *

(2) Nothing in subsection () shall apply

(a) to the issue to existing members or debertalders of a company, of a prospectus or form of
application relating to shares in or debentures of the company, whether an applicant has a right to
renounce the shares or not under-slanise i{) of clause &) of subsection () of section 62 in favour
of any other person; or

(b) to the issue of a prospectusform of application relating to shares or debentures which are, or
are to be, in all respects uniform with shares or debentures previously issued and for the time being
dealt in or quoted on a recognised stock exchange.

(3) Subject to sutsection R), the provisions of subection () shall apply to a prospectus or a form of
application, whether issued on or with reference to the formation of a company or subsequently.

Explanationd The date indicated in the prospectus shall be deemed to be the dajgubfication.

(4) No prospectus shall be issued by or on behalf of a company or in relation to an intended company
unless on or before the date of its publication, there has been delivered to the Regffifitargfiara copy
thereof signed by every ®n who is named there in as a director or proposed director of the company or
by his duly authorised attorney.

(5) A prospectus issued under ssdxction L) shall not include a statement purporting to be made by
an expert unless the expert is a persoo i8mot, and has not been, engaged or interested in the formation
or promotion or management, of the company and has given his written consent to the issue of the
prospectus and has not withdrawn such consent before the delivery of a copy of the ysdspte
Registrar for[filing] and a statement to that effect shall be included in the prospectus.

(6) Every prospectus issued under-saistion {) shall, on the face of &,

(a) state that a copy has been delivered{fding] to the Registrar as gaired under sub
section §); and

(b) specify any documents required by this section to be attached to the copy so delivered or refer
to statements included in the prospectus which specify these documents.

3% * * * *

(8) No prospects shall be valid if it is issued more than ninety days after the date on which a copy
thereof is delivered to the Registrar under-sattion 4).

(9) If a prospectus is issued in contravention of the provisions of this section, the company shall be
punistable with fine which shall not be less than fifty thousand rupees but which may extend to three lakh
rupees and every person who is knowingly a party to the issue of such prospectus shall be ptittshable
with fine which shall not be less than fifty treaind rupees but which may extend[tbree lakh rupeés

1. Clauss(a), (b) and @) omitted byAct 1 of 2018 s. 8(w.e.f. 7-5-2018).
2 Subs. by Act 22 of 2015820195. 6, for #fAregistrationo (w.e.f
3. Subsection 7) omitted by s. 6ibid. (w.e.f. 158-2019).

4The words dAwith imprisonment for a term which mayl2extend
2020).
5.Subs. bys. @bid.,f or At hreerl avk b hr bp&28&R0).(w. e. f. 21
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27. Variation in terms of contract or objects in prospectusi (1) A company shall not, at any time,
vary the terms of a contract referred to in the prospectus or objects for which the prospedtissiedy
except subject to the approval of, or except subject to an authority given by the company in general meeting
by way of special resolution:

Provided that the details, as may be prescribed, of the notice in respect of such resolution to
shareholdes, shall also be published in the newspapers (one in English and one in vernacular language) in
the city where the registered office of the company is situated indicating clearly the justification for such
variation:

Provided further that such company $hak use any amount raised by it through prospectus for buying,
trading or otherwise dealing in equity shares of any other listed company.

(2) The dissenting shareholders being those shareholders who have not agreed to the proposal to vary
the terms of cotracts or objects referred to in the prospectus, shall be given an exit offer by promoters or
controlling shareholders at such exit price, and in such manner and conditions as may be specified by the
Securities and Exchange Board by making regulatiottgsrbehalf.

28. Offer of sale of shares by certain members of compady(l) Where certain members of a
company propose, in consultation with the Board of Directors to offer, in accordance with the provisions
of any law for the time being in force, wholepart of their holding of shares to the public, they may do so
in accordance with such procedure as may be prescribed.

(2) Any document by which the offer of sale to the public is made shall, for all purposes, be deemed to
be a prospectus issued by the pamy and all laws and rules made thereunder as to the contents of the
prospectus and as to liability in respect of ststements in and omission from prospectus or otherwise
relating to prospectus shall apply as if this is a prospectus issued by thengompa

(3) The members, whether individuals or bodies corporate or both, whose shares are proposed to be
offered to the public, shall collectively authorise the company, whose shares are offered for sale to the
public, to take all actions in respect of offdrsale for and on their behalf and they shall reimburse the
company all expenses incurred by it on this matter.

29. Public offer of securities to be in dematerialised form. (1) Notwithstanding anything contained
in any other provisions of this Adt,

(a) every company making public offer; and

(b) such other class or classes’f companies as may be prescribed,
shall issue the securities only in dematerialised form by complying with the provisions of the Depositories
Act, 1996 (22 of 1996) and the regiais made thereunder.

?[(1A) In case of such class diassef unlisted companies as may be prescribed, the securities shall
be held or transferred only in demategadl form in the manner laid down in the Depositories Act, 1996
and the regulations madieereunder.]

(2) Any company, other than a company mentioned irsadtion {), may convert its securities into
dematerialised form or issue its securities in physical form in accordance with the provisions of this Act or
in dematerialised form in accadce with the provisions of the Depositories Act, 1996 (22 of 1996) and
the regulations made thereunder.

30. Advertisement of prospectu® Where an advertisement of any prospectus of a company is
published in any manner, it shall be necessary to specifgiththe contents of its memorandum as regards
the objects, the liability of members and the amount of share capital of the company, and the names of the
signatories to the memorandum and the number of shares subscribed for by them, and its capital structu

31. Shelf prospectusl (1) Any class or classes of companies, as the Securities and Exchange Board
may provide by regulations in this behalf, may file a shelf prospectus with the Registrar at the stage of the
first offer of securities included thereirhigh shall indicate a period not exceeding one year as the period
of validity of such prospectus which shall commence from the date of opening of the first offer of securities
under that prospectus, and in respect of a second or subsequent offer otatitbssessued during the
period of validity of that prospectus, no further prospectus is required.

(2) A company filing a shelf prospectus shall be required to file an information memorandum
containing all material facts relating to new charges createalhges in the financial position of the

1. The word fipublicd omitt&d019.y Act 22 of 2019, s. 7 (w.e.f
2. Ins. by s. 7ibid. (w.e.f. 158-2019).
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company as have occurred between the first offer of securities or the previous offer of securities and the

succeeding offer of securities and such other changes as may be prescribed, with the Registrar within the

prescribed time, prior to the issue of a second or subsequent offer of securities under the shelf prospectus:
Provided that where a company or any other person has received applications for the allotment of

securities along with advance payments of subsoniitefore the making of any such change, the company

or other person shall intimate the changes to such applicants and if they express a desire to withdraw their

application, the company or other person shall refund all the monies received as subggtiptidifiteen

days thereof.

(3) Where an information memorandum is filed, every time an offer of securities is made under
subsection ), such memorandum together with the shelf prospectus shall be deemed to be a prospectus.

Explanationd For the purposes of this section, the expressiirelf prospectusmeans a prospectus
in respect of which the securities or class of securities included therein are issued for subscription in one or
more issues over a certain period without the issue of@efuprospectus.

32. Red herring prospectusd (1) A company proposing to make an offer of securities may issue a
red herring prospectus prior to the issue of a prospectus.

(2) A company proposing to issue a red herring prospectus undeestibn () shallfile it with the
Registrar at least three days prior to the opening of the subscription list and the offer.

(3) A red herring prospectus shall carry the same obligations as are applicable to a prospectus and any
variation between the red herring prospecnd a prospectus shall be highlighted as variations in the
prospectus.

(4) Upon the closing of the offer of securities under this section, the prospectus stating therein the total
capital raised, whether by way of debt or share capital, and the clogia@pthe securities and any other
details as are not included in the red herring prospectus shall be filed with the Registrar and the Securities
and Exchange Board.

Explanationd For the purposes of this section, the expreséien herring prospectasmeans a
prospectus which does not include complete particulars of the quantum or price of the securities included
therein.

33. Issue of application forms for securitieé (1) No form of application for the purchase of any of
the securities of a company shiadl issued unless such form is accompanied by an abridged prospectus:

Provided that nothing in this stgection shall apply if it is shown that the form of application was
issued

(a) in connection with dona fideinvitation to a person to enter into andemvriting agreement
with respect to such securities; or

(b) in relation to securities which were not offered to the public.

(2) A copy of the prospectus shall, on a request being made by any person before the closing of the
subscription list and the offgbe furnished to him.

(3) If a company makes any default in complying with the provisions of this section, it shall be liable
to a penalty of fifty thousand rupees for each default.

34. Criminal liability for mis -statements in prospectu® Where a prospegs, issued, circulated or
distributed under this Chapter, includes any statement which is untrue or misleading in form or context in
which it is included or where any inclusion or omission of any matter is likely to mislead, every person who
authorises thessue of such prospectus shall be liable under section 447:

Provided that nothing in this section shall apply to a person if he proves that such statement or omission
was immaterial or that he had reasonable grounds to believe, and did up to thessme of the prospectus
believe, that the statement was true or the inclusion or omission was necessary.

35. Civil liability for mis -statements in prospectué (1) Where a person has subscribed for securities
of a company acting on any statement includetheinclusion or omission of any matter, in the prospectus
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which is misleading and has sustained any loss or damage as a consequence thereof, the company and ever
person who

(a) is a director of the company at the time of the issue of the prospectus;

(b) has authorised himself to be named and is named in the prospectus as a director of the company,
or has agreed to become such director, either immediately or after an interval of time;

(c) is a promoter of the company;
(d) has authorised the issue of flrespectus; and
(e) is an expert referred to in sgkction §) of section 26,

shall, without prejudice to any punishment to which any person may be liable under section 36, be liable to
pay compensation to every person who has sustained such loss oedamag

(2) No person shall be liable under ssdxtion {), if he proved

(a) that, having consented to become a director of the company, he withdrew his consent before the
issue of the prospectus, and that it was issued without his authority or consent; or

(b) that the prospectus was issued without his knowledge or consent, and that on becoming aware
of its issue, he forthwith gave a reasonable public notice that it was issued without his knowledge or
consent.

(c) that, as regards every misleading statemamtorted to be made by an expert or contained in
what purports to be a copy of or an extract from a report or valuation of an expert, it was a correct and
fair representation of the statement, or a correct copy of, or a correct and fair extract freppher
valuation; and he had reasonable ground to believe and did up to the time of the issue of the prospectus
believe, that the person making the statement was competent to make it and that the said person had
given the consent required by ssédction(5) of section 26 to the issue of the prospectus and had not
withdrawn that consent beforgfiling of a copy of the prospectus with the Regidtrar, to the
defendant's knowledge, before allotment thereunder.]

(3) Notwithstanding anything contained tinis section, where it is proved that a prospectus has been
issued with intent to defraud the applicants for the securities of a company or any other person or for any
fraudulent purpose, every person referred to insgdion L) shall be personally respsible, without any
limitation of liability, for all or any of the losses or damages that may have been incurred by any person
who subscribed to the securities on the basis of such prospectus.

36. Punishment for fraudulently inducing persons to invest mogy. 8 Any person who, either
knowingly or recklessly makes any statement, promise or forecast which is false, deceptive or misleading,
or deliberately conceals any material facts, to induce another person to enter into, or to offer to énter into,

(a) any greement for, or with a view to, acquiring, disposing of, subscribing for, or underwriting
securities; or

(b) any agreement, the purpose or the pretended purpose of which is to secure a profit to any of the
parties from the yield of securities or by refege to fluctuations in the value of securities; or

(c) any agreement for, or with a view to obtaining credit facilities from any bank or financial
institution,

shall be liable for action under section 447.

37. Action by affected persong. A suit may be filel or any other action may be taken under section

34 or section 35 or section 36 by any person, group of persons or any association of persons affected by
any misleading statement or the inclusion or omission of any matter in the prospectus.

38. Punishmentfor personation for acquisition, etc., of securitie®l (1) Any person whd

(a) makes or abets making of an application in a fictitious name to a company for acquiring, or
subscribing for, its securities; or

1. Ins. by Act 1 of 2018, s. 9 (w.e.£282018).
2. Subs. by Act 22 0f 2019,s.8,ford e | i vepy of a4 he prospect u&20®or regi stration
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(b) makes or abets making of multiple applicatitma company in different names or in different
combinations of his name or surname for acquiring or subscribing for its securities; or

(c) otherwise induces directly or indirectly a company to allot, or register any transfer of, securities
to him, or toany other person in a fictitious name,

shall be liable for action under section 447.

(2) The provisions of subection () shall be prominently reproduced in every prospectus issued by a
company and in every form of application for securities.

(3) Where gperson has been convicted under this section, the Court may also order disgorgement of
gain, if any, made by, and seizure and disposal of the securities in possession of, such person.

(4) The amount received through disgorgement or disposal of securities subsection 8) shall be
credited to the Investor Education and Protection Fund.

39. Allotment of securities by company (1) No allotment of any securities of a company offered to
the public for subscription shall be made unless the amount stabteddrospectus as the minimum amount
has been subscribed and the sums payable on application for the amount so stated have been paid to anc
received by the company by cheque or other instrument.

(2) The amount payable on application on every security sloalbe less than five per cent. of the
nominal amount of the security or such other percentage or amount, as may be specified by the Securities
and Exchange Board by making regulations in this behalf.

(3) If the stated minimum amount has not been subgstidoel the sum payable on application is not
received within a period of thirty days from the date of issue of the prospectus, or such other period as may
be specified by the Securities and Exchange Board, the amount received ursiectisubl) shall be
returned within such time and manner as may be prescribed.

(4) Whenever a company having a share capital makes any allotment of sedusttigéfile with the
Registrar a return of allotment in such manner as may be prescribed.

(5) In case of any def#tuunder subsection 8) or subsection 4), the company and its officer who is
in default shall be liable to a penalty, for each default, of one thousand rupees for each day during which
such default continues or one lakh rupees, whichever is less.

40. Seurities to be dealt with in stock exchanged. (1) Every company making public offer shall,
before making such offer, make an application to one or more recognised stock exchange or exchanges and
obtain permission for the securities to be dealt with in stmtk exchange or exchanges.

(2) Where a prospectus states that an application undesestibn {) has been made, such prospectus
shall also state the name or names of the stock exchange in which the securities shall be dealt with.

(3) All monies receied on application from the public for subscription to the securities shall be kept in
a separate bank account in a scheduled bank and shall not be utilised for any purpose éther than

(a) for adjustment against allotment of securities where the securities been permitted to be
dealt with in the stock exchange or stock exchanges specified in the prospectus; or

(b) for the repayment of monies within the time specified by the Securities and Exchange Board,
received from applicants in pursuance of the pgogps, where the company is for any other reason
unable to allot securities.

(4) Any condition purporting to require or bind any applicant for securities to waive compliance with
any of the requirements of this section shall be void.

(5) If a default is mele in complying with the provisions of this section, the company shall be punishable
with a fine which shall not be less than five lakh rupees but which may extend to fifty lakh rupees and every
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officer of the company who is in default shall be punishatste or with fine which shall not be less than
fifty thousand rupees but which may extend[three lakh rupeés

(6) A company may pay commission to any person in connection with the subscription to its securities
subject to such conditions as may bespribed.

41. Global depository receiptd A company may, after passing a special resolution in its general
meeting, issue depository receipts in any foreign country in such manner, and subject to such conditions,
as may be prescribed.

PART Il.0 Private placerant

9[42. Issue of shares on private placement basis(1) A company may, subject to the provisions of
this section, make a private placement of securities.

(2) A private placement shall be made only to a select group of persons who have been identified by
the Board (herein referred to @identified persornd, whose number shall not exceed fifty or such higher
number as may be prescribed [excluding the qualified institutional buyers and employees of the company
being offered securities under a scheme gblegees stock option in terms of provisions of claugeot
subsection () of section 62], in a financial year subject to such conditions as may be prescribed.

(3) A company making private placement shall issue private placement offer and applicatich in
form and manner as may be prescribed to identified persons, whose names and addresses are recorded b
the company in such manner as may be prescribed:

Provided that the private placement offer and application shall not carry any right of renanciatio

Explanation 10 oprivate placementmeans any offer or invitation to subscribe or issue of securities to
a select group of persons by a company (other than by way of public offer) through private placement offer
cumapplication, which satisfies the catidns specified in this section.

Explanation 116 oqualified institutional buyd@r means the qualified institutional buyer as defined in
the Securities and Exchange Board of India (Issue of Capital and Disclosure Requirements) Regulations,
2009, as amendddbom time to time, made under the Securities and Exchange Board of India Act, 1992,
(15 of 1992).

Explanation 11Ld If a company, listed or unlisted, makes an offer to allot or invites subscription, or
allots, or enters into an agreement to allot, séesrio more than the prescribed number of persons, whether
the payment for the securities has been received or not or whether the company intends to list its securities
or not on any recognised stock exchange in or outside India, the same shall be ddemsuddffer to the
public and shall accordingly be governed by the provisions of Part | of this Chapter.

(4) Every identified person willing to subscribe to the private placement issue shall apply in the private
placement and application issued to suelspn alongwith subscription money paid either by cheque or
demand draft or other banking channel and not by cash:

Provided that a company shall not utilise monies raised through private placement unless allotment is
made and the return of allotment iedl with the Registrar in accordance with sggtion 8).

(5) No fresh offer or invitation under this section shall be made unless the allotments with respect to
any offer or invitation made earlier have been completed or that offer or invitation mawibegrawn or
abandoned by the company:

Provided that, subject to the maximum number of identified persons undsedign 2), a company
may, at any time, make more than one issue of securities to such class of identified persons as may be
prescribed.

(6) A company making an offer or invitation under this section shall allot its securities within sixty days
from the date of receipt of the application money for such securities and if the company is not able to allot
the securities within that period,shall repay the application money to the subscribers within fifteen days
from the expiry of sixty days and if the company fails to repay the application money within the aforesaid

1. The words dAwith imprisonment for a term which-IBray exten
2020).

2.Subs.bys. dbid.,f or fAt hree | akh r.ui-22€2620). or wi th botho (w. e

3. Subs. by Act 1 of 2018, s. 10 (w.e.f872018).
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period, it shall be liable to repay that money with interest at the frakelve per cent. per annum from the
expiry of the sixtieth day:

Provided that monies received on application under this section shall be kept in a separate bank account
in a scheduled bank and shall not be utilised for any purpose othé&r than

(a) for adjustment against allotment of securities; or
(b) for the repayment of monies where the company is unable to allot securities.

(7) No company issuing securities under this section shall release any public advertisements or utilise
any media, marketing a@histribution channels or agents to inform the public at large about such an issue.

(8 A company making any allotment of securities under this section, shall file with the Registrar a
return of allotment within fifteen days from the date of the allotrireatich manner as may be prescribed,
including a complete list of all allottees, with their full names, addresses, number of securities allotted and
such other relevant information as may be prescribed.

(9) If a company defaults in filing the return dicdment within the period prescribed under sgetion
(8), the company, its promoters and directors shall be liable to a penalty for each default of one thousand
rupees for each day during which such default continues but not exceedingfiwetdaih upees.

(10) Subject to sulsection 1), if a company makes an offer or accepts monies in contravention of
this section, the company, its promoters and directors shall be liable for a penalty which may extend to the
amount raised through the private plaesnt or two crore rupees, whichever is lower, and the company
shall also refund all monies with interest as specified inssation 6) to subscribers within a period of
thirty days of the order imposing the penalty.

(1) Notwithstanding anything contad in subsection 9) and suksection L0), any private placement
issue not made in compliance of the provisions ofsadtion @) shall be deemed to be a public offer and
all the provisions of this Act and the Securities Contracts (Regulation) Act, (@5®f 1956) and the
Securities and Exchange Board of India Act, 1992 (15 of 1992) shall be applicable.]

CHAPTER IV
SHARE CAPITAL AND DEBENTURES
43. Kinds of share capitald The share capital of a company limited by shares shall be of two kinds,
namely®

(a) equity share capital

(i) with voting rights; or

(i) with differential rights as to dividend, voting or otherwise in accordance with such rules as
may be prescribed; and
(b) preference share capital:

Provided that nothing contained in this Act shaléetf the rights of the preference share holders who
are entitled to participate in the proceeds of winding up before the commencement of this Act.

Explanationd For the purposes of this sectidn,

(i) Aequity share capital with reference to any company lted by shares, means all share capital
which is not preference share capital;

(i) Apreference share capibalvith reference to any company limited by shares, means that part of
the issued share capital of the company which carries or would carry eeptiaferight with respect
tod

(a) payment of dividend, either as a fixed amount or an amount calculated at a fixed rate, which
may either be free of or subject to incotag; and

(b) repayment, in the case of a winding up or repayment of capital, omiiend of the share
capital paidup or deemed to have been pam whether or not, there is a preferential right to the
payment of any fixed premium or premium on any fixed scale, specified in the memorandum or
articles of the company;
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(i) capital shalbe deemed to be preference capital, notwithstanding that it is entitled to either or
both of the following rights, namefy:

(a) that in respect of dividends, in addition to the preferential rights to the amounts specified in
subclause &) of clause i), it has a right to participate, whether fully or to a limited extent, with
capital not entitled to the preferential right aforesaid,;

(b) that in respect of capital, in addition to the preferential right to the repayment, on a winding
up, of the amounts spified in subclause ) of clause if), it has a right to participate, whether
fully or to a limited extent, with capital not entitled to that preferential right in any surplus which
may remain after the entire capital has been repaid.

44. Nature of shareor debenturesd The shares or debentures or other interest of any member in a
company shall be movable property transferable in the manner provided by the articles of the company.

45. Numbering of shared Every share in a company having a share capitélltshaistinguished by
its distinctive number:

Provided that nothing in this section shall apply to a share held by a person whose name is entered as
holder of beneficial interest in such share in the records of a depository.

46. Certificate of sharesd (1) A certificate,[issued under the common seal, if any, of the company
or signed by two directors or by a director and the Company Secretary, wherever the company has appointed
a Company Secretary], specifying the shares held by any person, gha@thaéacie evidence of the title
of the person to such shares.

(2) A duplicate certificate of shares may be issued, if such certificate
(a) is proved to have been lost or destroyed; or
(b) has been defaced, mutilated or torn and is surrendered to the company.

(3) Notwithstanding anything contained in the articles of a company, the manner of issue of a certificate
of shares or the duplicate thereof, the form of such certificate, the particulars to be entered in the register of
members and other matters shalsbeh as may be prescribed.

(4) Where a share is held in depository form, the record of the depositorypisiizefacieevidence of
the interest of the beneficial owner.

(5) If a company with intent to defraud issues a duplicate certificate of shazespritpany shall be
punishable with fine which shall not be less than five times the face value of the shares involved in the issue
of the duplicate certificate but which may extend to ten times the face value of such shares or rupees ten
crores whicheversi higher and every officer of the company who is in default shall be liable for action
under section 447.

47. Voting rights.d (1) Subject to thé[provisions of section 43, stdection @) of section 50 and sub
section () of section 188§

(a) every membeof a company limited by shares and holding equity share capital therein, shall
have a right to vote on every resolution placed before the company; and

(b) his voting right on a poll shall be in proportion to his share in theygaiequity share capital
of the company.

(2) Every member of a company limited by shares and holding any preference share capital therein
shall, in respect of such capital, have a right to vote only on resolutions placed before the company which
directly affect the rights attached his preference shares and, any resolution for the winding up of the
company or for the repayment or reduction of its equity or preference share capital and his voting right on
a poll shall be in proportion to his share in the pgdoreference sharepital of the company:

1. Subs. by Act 21 of 2015, s. 7, for #m2&5ued under the col
2 Subs. by Act 1 of 2018, s.-sedidn2 fofr digpatoiv@WiZphds (ov. es.efc.t i D
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Provided that the proportion of the voting rights of equity shareholders to the voting rights of the
preference shareholders shall be in the same proportion as thepgaidital in respect of the equity shares
bears to the paidp apital in respect of the preference shares:

Provided further that where the dividend in respect of a class of preference shares has not been paid for
a period of two years or more, such class of preference shareholders shall have a right to vote on all the
resolutions placed before the company.

48 . Vari ati ons o fo (13 Whene a kharé chgital ®fGhe comgahytissdivided into
different classes of shares, the rights attached to the shares of any class may be varied with the consent in
writing of the holders of not less than thieeirths of the issued shares of that class or by means of a special
resolution passed at a separate meeting of the holders of the issued shares of &at class,

(a) if provision with respect to such variation is contdliriie the memorandum or articles of the
company; or

(b) in the absence of any such provision in the memorandum or articles, if such variation is not
prohibited by the terms of issue of the shares of that class:

Provided that if variation by one class of w®lders affects the rights of any other class of
shareholders, the consent of thfearths of such other class of shareholders shall also be obtained and the
provisions of this section shall apply to such variation.

(2) Where the holders of not less hin per cent. of the issued shares of a class did not consent to
such variation or vote in favour of the special resolution for the variation, they may apply to the Tribunal
to have the variation cancelled, and where any such application is madejatiervahall not have effect
unless and until it is confirmed by the Tribunal:

Provided that an application under this section shall be made within taeatgays after the date on
which the consent was given or the resolution was passed, as the casgandyinay be made on behalf
of the shareholders entitled to make the application by such one or more of their number as they may appoint
in writing for the purpose.

(3) The decision of the Tribunal on any application undersadiion 2) shall be bindingon the
shareholders.

(4) The company shall, within thirty days of the date of the order of the Tribunal, file a copy thereof
with the Registrar.

1x * * * *

49. Calls on shares of same class to be made on uniform basig/here any calls for furthehare
capital are made on the shares of a class, such calls shall be made on a uniform basis on all shares falling
under that class.

Explanationd For the purposes of this section, shares of the same nominal value on which different
amounts have been paig shall not be deemed to fall under the same class.

50. Company to accept unpaid share capital, although not called up.(1) A company may, if so
authorised by its articles, accept from any member, the whole or a part of the amount remaining unpaid on
any shares held by him, even if no part of that amount has been called up.

(2) A member of the company limited by shares shall not be entitled to any voting rights in respect of
the amount paid by him under sséction {) until that amount has been called up.

51. Payment of dividend in proportion to amount paidup.d A company may, if so authorised by
its articles, pay dividends in proportion to the amountpgi@dn each share.

1. Subsection §) omitted by Act 29 of 2020, s. 8 (w.e.f.-22-2020).
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52. Application of premiums received on issue of sharés(1) Where a company issuesashs at a
premium, whether for cash or otherwise, a sum equal to the aggregate amount of the premium received on
those shares shall be transferred fsecurities premium accourdnd the provisions of this Act relating
to reduction of share capital otampany shall, except as provided in this section, apply as if the securities
premium account were the paig share capital of the company.

(2) Notwithstanding anything contained in ssiction {), the securities premium account may be
applied by the copanyd

(a) towards the issue of unissued shares of the company to the members of the company as fully
paid bonus shares;

(b) in writing off the preliminary expenses of the company;

(c) in writing off the expenses of, or the commission paid or discount etlam, any issue of
shares or debentures of the company;

(d) in providing for the premium payable on the redemption of any redeemable preference shares
or of any debentures of the company; or

(e) for the purchase of its own shares or other securities sedgon 68.

(3) The securities premium account may, notwithstanding anything contained-$edctidns 1) and
(2), be applied by such class of companies, as may be prescribed and whose financial statement comply
with the accounting standards prescribadsiuch class of companies under sectiond 33,

(a) in paying up unissued equity shares of the company to be issued to members of the company as
fully paid bonus shares; or

(b) in writing off the expenses of or the commission paid or discount allowed assamyof equity
shares of the company; or

(c) for the purchase of its own shares or other securities under section 68.

53. Prohibition on issue of shares at discourd.(1) Except as provided in section 54, a company
shall not issue shares at a discount.

(2) Any share issued by a company atdiscount] shall be void.

7[(2A) Notwithstanding anything contained in sséctions ) and @), a company may issue shares at a
discount to its creditors when its debt is converted into shares in pursuance ofwoyystasolution plan
or debt restructuring scheme in accordance with any guidelines or directions or regulations specified by the
Reserve Bank of India under the Reserve Bank of India Act, 1934 (2 of 1934) or the Banking (Regulation)
Act, 1949 (10 of 194R]

3[(3) Whereany company fails to comply with the provisions of this section, such company and every
officer who is in default shall be liable to a penalty which may extend to an amount equal to the amount
raised through the issue of shares at a digafifive lakh rupees, whichever is less, and the company shall
also be liable to refund all monies received with interest at the rate of twelve per cent. per annum from the
date of issue of such shares to the persons to whom such shares have begn issued.

54. Issue of sweat equity share$.(1) Notwithstanding anything contained in section 53, a company
may issue sweat equity shares of a class of shares already issued, if the following conditions are fulfilled,
namely®

(a) the issue is authorised by a spécesolution passed by the company;

1. Subs. by Act 1 of 2Qwes92-2018).12, for fdi scounted priceo
2. Ins. bys. 12 ibid. (w.e.f. 92-2018).
3. Subs. by Act 22 of 20189, 9, for subsection 8) (w.e.f. 211-2018).
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(b) the resolution specifies the number of shares, the current market price, consideration, if any,
and the class or classes of directors or employees to whom such equity shares are to be issued;

1x * * * *

(d) where the equity shares of the company are listed on a recognised stock exchange, the sweat
equity shares are issued in accordance with the regulations made by the Securities and Exchange Board
in this behalf and if they are not so listed, the sweat eghiyes are issued in accordance with such
rules as may be prescribed.

(2) The rights, limitations, restrictions and provisions as are for the time being applicable to equity
shares shall be applicable to the sweat equity shares issued under this sddtierhalders of such shares
shall rankpari passuwith other equity shareholders.

55. Issue and redemption of preference sharés(1) No company limited by shares shall, after the
commencement of this Act, issue any preference shares which are irredeemabl

(2) A company limited by shares may, if so authorised by its articles, issue preference shares which are
liable to be redeemed within a period not exceeding twenty years from the date of their issue subject to such
conditions as may be prescribed:

Provided that a company may issue preference shares for a period exceeding twenty years for
infrastructure projects, subject to the redemption of such percentage of shares as may be prescribed on an
annual basis at the option of such preferential shareholders:

Provided further that

(@) no such shares shall be redeemed except out of the profits of the company which would
otherwise be available for dividend or out of the proceeds of a fresh issue of shares made for the
purposes of such redemption;

(b) no such shas shall be redeemed unless they are fully paid;

(c) where such shares are proposed to be redeemed out of the profits of the company, there shall,
out of such profits, be transferred, a sum equal to the nominal amount of the shares to be redeemed, to
a reserve, to be called the Capital Redemption Reserve Account, and the provisions of this Act relating
to reduction of share capital of a company shall, except as provided in this section, apply as if the
Capital Redemption Reserve Account were pgicsharecapital of the company; and

(d) (i) in case of such class of companies, as may be prescribed and whose financial statement
comply with the accounting standards prescribed for such class of companies under section 133, the
premium, if any, payable on redetign shall be provided for out of the profits of the company, before
the shares are redeemed:

Provided also that premium, if any, payable on redemption of any preference shares issued on or
before the commencement of this Act by any such company shaibbidgd for out of the profits of
the company or out of the companyds securities

(ii) in a case not falling under sglause i) above, the premium, if any, payable on redemption
shall be provided foroutfo t he profits of the company or ouf
account, before such shares are redeemed.

(3) Where a company is not in a position to redeem any preference shares or to pay ,divéaignd
on such shares in accordance with thengeof issue (such shares hereinafter referred to as unredeemed
preference shares), it may, with the consent of the holders offturls in value of such preference shares
and with the approval of the Tribunal on a petition made by it in this beksilfe ifurther redeemable
preference shares equal to the amount due, including the dividend thereon, in respect of the unredeemed
preference shares, and on the issue of such further redeemable preference shares, the unredeeme
preference shares shall be deeno have been redeemed:

1. Clause €) omitted byAct 1 of 2018;s. 13(w.e.f. -5-2018).
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Provided that the Tribunal shall, while giving approval under thisssgkion, order the redemption
forthwith of preference shares held by such persons who have not consented to the issue of further
redeemable preference shares.

Explanationd For the removal of doubts, it is hereby declared that the issue of further redeemable
preference shares or the redemption of preference shares under this section shall not be deemed to be ar
increase or, as the case may be, a reduction, shtre capital of the company.

(4) The capital redemption reserve account may, notwithstanding anything in this section, 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 shage

Explanationd For the purposes of stgection ), the termifinfrastructure projects means the
infrastructure projects specified in Schedule VI.

56.Transfer and transmission of securitied (1) A company shall not register a transfer of securities
of thecompany, or the interest of a member in the company in the case of a company having no share
capital, other than the transfer between persons both of whose names are entered as holders of beneficial
interest in the records of a depository, unless a priopgtument of transfer, in such form as may be
prescribed, duly stamped, dated and executed by or on behalf of the transferor and the transferee and
specifying the name, address and occupation, if any, of the transferee has been delivered to the company
by the transferor or the transferee within a period of sixty days from the date of execution, along with the
certificate relating to the securities, or if no such certificate is in existence, along with the letter of allotment
of securities:

Provided that Were the instrument of transfer has been lost or the instrument of transfer has not been
delivered within the prescribed period, the company may register the transfer on such terms as to indemnity
as the Board may think fit.

(2) Nothing in subksection {) shall prejudice the power of the company to register, on receipt of an
intimation of transmission of any right to securities by operation of law from any person to whom such
right has been transmitted.

(3) Where an application is made by the transferaneaknd relates to partly paid shares, the transfer
shall not be registered, unless the company gives the notice of the application, in such manner as may be
prescribed, to the transferee and the transferee gives no objection to the transfer within sifoowettie
receipt of notice.

(4) Every company shall, unless prohibited by any provision of law or any order of Court, Tribunal or
other authority, deliver the certificates of all securities allotted, transferred or tranémitted

(a) within a period of twanonths from the date of incorporation, in the case of subscribers to the
memorandum;

(b) within a period of two months from the date of allotment, in the case of any allotment of any of
its shares;

(c) within a period of one month from the date of recéptthe company of the instrument of
transfer under subection 1) or, as the case may be, of the intimation of transmission under -  sub
section ), in the case of a transfer or transmission of securities;

(d) within a period of six monthsrdm the date of allotment in the case of any allotment of
debenture:

Provided that where the securities are dealt with in a depository, the company shall intimate the details
of allotment of securities to depository immediately on allotment of such sesurit

(5) The transfer of any security or other interest of a deceased person in a company made by his legal
representative shall, even if the legal representative is not a holder thereof, be valid as if he had been the
holder at the time of the executiohtbe instrument of transfer.
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1(6) Where any default is made in complying with the provisions ofsaadiions 1) to (5), the
company and every officer of the company who is in default shall be liable to a penalty of fifty thousand
rupeeg

(7) Without pejudice to any liability under the Depositories Act, 1996 (22 of 1996), where any
depository or depository participant, with an intention to defraud a person, has transferred shares, it shall
be liable under section 447.

57. Punishment for personation of kareholder.d If any person deceitfully personates as an owner
of any security or interest in a company, or of any share warrant or coupon issued in pursuance of this Act,
and thereby obtains or attempts to obtain any such security or interest or anyasecteshant or coupon,
or receives or attempts to receive any money due to any such owner, he shall be punishable with
imprisonment for a term which shall not be less than one year but which may extend to three years and with
fine which shall not be leshdn one lakh rupees but which may extend to five lakh rupees.

58. Refusal of registration and appeal against refusad. (1) If a private company limited by shares
refuses, whether in pursuance of any power of the company under its articles or otherwigsteiothe
transfer of, or the transmission by operation of law of the right to, any securities or interest of a member in
the company, it shall within a period of thirty days from the date on which the instrument of transfer, or the
intimation of such @nsmission, as the case may be, was delivered to the company, send notice of the refusal
to the transfer or and the transferee or to the person giving intimation of such transmission, as the case may
be, giving reasons for such refusal.

(2) Without prejudece to suksection (), 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 ati@n.

(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 instment 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 thstrument 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 dagsiefivery of
the instrument of transfer or intimation of transmission, appeal to the Tribunal.

(5) The Tribunal, while dealing with an appeal made underssghion 8) or subsection §), may,
after hearing the parties, either dismiss the appeal, orday

(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 themamy to pay damages, if any, sustained
by any party aggrieved.

(6) If a person contravenes the order of the Tribunal under this section, he shall be punishable with
imprisonment for a term which shall not be less than one year but which may extend yedhseserd with
fine which shall not be less than one lakh rupees but which may extend to five lakh rupees.

59. Rectification of register of members) (1) If the name of any person is, without sufficient cause,
entered in the register of members of a corgpan after having been entered in the register, is, without
sufficient cause, omitted there from, or if a default is made, or unnecessary delay takes place in entering in
the register, the fact of any person having become or ceased to be a membespthagmgieved, or any
member of the company, or the company may appeal in such form as may be prescribed, to the Tribunal,

1. Subs. by Act 29 of 2020, s. 9, for ssixtion 6) (w.e.f. 2:12-2020).
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or to a competent court outside India, specified by the Central Government by notification, in respect of
foreign members or debenéunolders residing outside India, for rectification of the register.

(2) The Tribunal may, after hearing the parties to the appeal undesestibn {) by order, either
dismiss the appeal or direct that the transfer or transmission shall be registéreccognpany 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 provisons 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 ttime 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 &nhdgeetjister
or records concerned.

1x * * * *

60. Publication of authorised, subscribed and paidip capital.d (1) Where any notice,
advertisement or other official publication, or any business letter, billhead or letter paper of a company
contahs a statement of the amount of the authorised capital of the company, such notice, advertisement or
other official publication, or such letter, billhead or letter paper shall also contain a statement, in an equally
prominent position and in equally conspbus characters, of the amount of the capital which has been
subscribed and the amount paigol

(2) If any default is made in complying with the requirements ofsmdtion {), the company shall be
liable to pay a penalty of ten thousand rupees and efficgr of the company who is in default shall be
liable to pay a penalty of five thousand rupees, for each default.

61. Power of limited company to alter its share capitad. (1) A limited company having a share

capital may, if so authorised by its artiglalter its memorandum in its general meetidg to

(a) increase its authorised share capital by such amount as it thinks expedient;

(b) consolidate and divide all or any of its share capital into shares of a larger amount than its
existing shares:

Providedthat no consolidation and division which results in changes in the voting percentage of
shareholders shall take effect unless it is approved by the Tribunal on an application made in the
prescribed manner;

(c) convert all or any of its fully paidp share into stock, and reconvert that stock into fully paid
up shares of any denomination;

(d) subdivide its shares, or any of them, into shares of smaller amount than is fixed by the
memorandum, so, however, that in the-dulision the proportion between tlaenount paid and the
amount, if any, unpaid on each reduced share shall be the same as it was in the case of the share from
which the reduced share is derived;

(e) cancel shares which, at the date of the passing of the resolution in that behalf, haennot b
taken or agreed to be taken by any person, and diminish the amount of its share capital by the amount
of the shares so cancelled.

(2) The cancellation of shares under sdution 1) shall not be deemed to be a reduction of share
capital.

62. Further issue of share capitafi (1) Where at any time, a company having a share capital proposes
to increase its subscribed capital by the issue of further shares, such shares shall Be offered

1. Subsection §) omitted by Act 29 of 2020, s. 10 (w.e.f.-22-2020).
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(a) to persons who, at the date of the offer, are holders of equitgssbé the company in
proportion, as nearly as circumstances admit, to theygaghare capital on those shares by sending a
letter of offer subject to the following conditions, namély:

(i) the offer shall be made by notice specifying the number ofsbéfered and limiting a time
not beingless than fifteen day§or such lesser number of days as may be pres¢rivet not
exceeding thirty days from the date of the offer within which the offer, if not accepted, shall be
deemed to have been declined;

(ii) unless the articles of the company otherwise provide, the offer aforesaid shall be deemed
to include a right exercisable by the person concerned to renounce the shares offered to him or any
of them in favour of any other person; and the notice refdoead clause i shall contain a
statement of this right;

(i) after the expiry of the time specified in the notice aforesaid, or on receipt of earlier
intimation from the person to whom such notice is given that he declines to accept the shares
offered,the Board of Directors may dispose of them in such manner which is not - dis
advantageous to the share holders and the company;

(W to employees under a scheme of empl oyeesbd
by companyand subject to such conditions as may be prescribed; or

(c) to any persons, if it is authorised by a special resolution, whether or not those persons include
the persons referred to in clausg qr clauself), either for cash or for a consideration ottiem cash,
if the price of such shares is determined by the valuation r§pbg registered valuer, subject to the
compliance with the applicable provisions of Chapter Ill and any other conditions as may be
prescribed].

3[(2) The notice referred to irub-clause i) of clause &) of subsection () shall be dispatched through
registered post or speed post or through electronic mode or courier or any other mode having proof of
delivery to all the existing shareholders at least three days before thegopkthia issue.]

(3) Nothing in this section shall apply to the increase of the subscribed capital of a company caused by
the exercise of an option as a term attached to the debentures issued or loan raised by the company to
convert such debentures or Isanto shares in the company:

Provided that the terms of issue of such debentures or loan containing such an option have been
approved before the issue of such debentures or the raising of loan by a special resolution passed by the
company in general meng.

(4) Notwithstanding anything contained in sséction 8), where any debentures have been issued, or
loan has been obtained from any Government by a company, and if that Government considers it necessary
in the public interest so to do, it may, by ardéirect that such debentures or loans or any part thereof shall
be converted into shares in the company on such terms and conditions as appear to the Government to be
reasonable in the circumstances of the case even if terms of the issue of suchetebetiierraising of
such loans do not include a term for providing for an option for such conversion:

Provided that where the terms and conditions of such conversion are not acceptable to the company, it
may, within sixty days from the date of communicatof such order, appeal to the Tribunal which shall
after hearing the company and the Government pass such order as it deems fit.

(5) In determining the terms and conditions of conversion undesection 4), the Government shall
have due regard to tHimancial position of the company, the terms of issue of debentures or loans, as the
case may be, the rate of interest payable on such debentures or loans and such other matters as it may
consider necessary.

(6) Where the Government has, by an order madieusubsection 4), directed that any debenture or
loan or any part thereof shall be converted into shares in a company and where no appeal has been preferrec
to the Tribunal under sufection &) or where such appeal has been dismissed, the memorahducho

1.Ins. by Act 29 of 2020, s. 11 (w.e.f.-422021).
2 Subs. by Act 1 of 2018, s. 14, for Aof a reg9$x20l8red valu
3. Subs. by s. 14bid., for subsection 2) (w.e.f. 32-2018).
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company shall, where such order has the effect of increasing the authorised share capital of the company,
stand altered and the authorised share capital of such company shall stand increased by an amount equal tc
the amount of the value of sharesiethsuch debentures or loans or part thereof has been converted into.

63. Issue of bonus shares.(1) A company may issue fully paigh bonus shares to its members, in
any manner whatsoever, outof

(i) its free reserves;
(i) the securities premium accouot
(iii) the capital redemption reserve account:

Provided that no issue of bonus shares shall be made by capitalising reserves created by the
revaluation of assets.

(2) No company shall capitalise its profits or reserves for the purpose of issuingdidiyp bonus
shares under stgection (), unles$

(a) it is authorised by its articles;

(b) it has, on the recommendation of the Board, been authorised in the general meeting of the
company;

(c) it has not defaulted in payment of interest or principaleispect of fixed deposits or debt
securities issued by it;

(d) it has not defaulted in respect of the payment of statutory dues of the employees, such as,
contribution to provident fund, gratuity and bonus;

(e) the partly paieup shares, if any outstandiion the date of allotment, are made fully pajiq
(f) it complies with such conditions as may be prescribed.
(3) The bonus shares shall not be issued in lieu of dividend.

64. Notice to be given to Registrar for alteration of share capitad. (1) Where
(a) a company alters its share capital in any manner specifiedisestion {) of section 61;

(b) an order made by the Government undersmdiion §) read with suksection ¢) of section
62 has the effect of increasing authorised capital ofgpany; or

(c) a company redeems any redeemable preference shares,

the company shall file a notice in the prescribed form with the Registrar within a period of thirty days of
such alteration or increase or redemption, as the case may be, along witheamadteiorandum.

(2) where any company fails to comply with the provisions ofsedtion {), such company rupees
and every officer who is in default shall be liable to a penaltffieé hundredrupee$ for each day during
which such default continue¥subject to a maximum of five lakh rupees in case of a company and one
lakh rupees in case of an officer who is in defduilt

65. Unlimited company to provide for reserve share capital on conversion into limited
companyd An unlimited company having a steatapital may, by a resolution for registration as a limited
company under this Act, do either or both of the following things, namely

(a) increase the nominal amount of its share capital by increasing the nominal amount of each of
its shares, subject the condition that no part of the increased capital shall be capable of being called
up except in the event and for the purposes of the company being wound up;

(b) provide that a specified portion of its uncalled share capital shall not be capable afdtleithg
up except in the event and for the purposes of the company being wound up.

1. Qubs. by Act 22 of 209, s. 10, for sutsection ) (w.e.f. 211-2018).
2. Subs. byAct 29 of 2020s . 12, for Aone t HBWand rupeeso (w.e.f. 21
3.Subs. by s. 12hid.,f or fAor five | akh ruped2220whi chever is |l esso (w. e.
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66. Reduction of share capitald (1) Subject to confirmation by the Tribunal on an application by the
company, a company limited by shares or limited by guarantee and hastiage capital may, by a special
resolution, reduce the share capital in any manner and in particuld, may

() extinguish or reduce the liability on any of its shares in respect of the share capital not
paidup; or

(b) either with or withouextinguishing or reducing liability on any of its shades,
(i) cancel any paidip share capital which is lost or is unrepresented by available assets; or
(it) pay off any paieup share capital which is in excess of the wants of the company,
alter its memaandum by reducing the amount of its share capital and of its shares accordingly:

Provided that no such reduction shall be made if the company is in arrears in the repayment of any
deposits accepted by it, either before or after the commencement of this thet interest payable thereon.

(2) The Tribunal shall give notice of every application made to it undesaction {) to the Central
Government, Registrar and to the Securities and Exchange Board, in the case of listed companies, and the
creditors ofthe company and shall take into consideration the representations, if any, made to it by that
Government, Registrar, the Securities and Exchange Board and the creditors within a period of three months
from the date of receipt of the notice:

Provided thatvhere no representation has been received from the Central Government, Registrar, the
Securities and Exchange Board or the creditors within the said period, it shall be presumed that they have
no objection to the reduction.

(3) The Tribunal may, if it isatisfied that the debt or claim of every creditor of the company has been
discharged or determined or has been secured or his consent is obtained, make an order confirming the
reduction of share capital on such terms and conditions as it deems fit:

Providal that no application for reduction of share capital shall be sanctioned by the Tribunal unless
the accounting treatment, proposed by the company for such reduction is in conformity with the accounting
standards specified in section 133 or any other pmvisf this Act and a certificate to that effect by the
companyébés auditor has been filed with the Tribun

(4) The order of confirmation of the reduction of share capital by the Tribunal undsesititn 8)
shall be published by the company in such neams the Tribunal may direct.

(5) The company shall deliver a certified copy of the order of the Tribunal undsestibn 8) and of
a minute approved by the Tribunal showing

(a) the amount of share capital;

(b) the number of shares into which it ist® divided:;
(c) the amount of each share; and
(d) the amount, if any, at the date of registration deemed to baipaid each share,

to the Registrar within thirty days of the receipt of the copy of the order, who shall register the same and
issue a cefficate to that effect.

(6) Nothing in this section shall apply to bbgck of its own securities by a company under section
68.

(7) A member of the company, past or present, shall not be liable to any call or contribution in respect
of any shardeld by him exceeding the amount of difference, if any, between the amount paid on the share,
or reduced amount, if any, which is to be deemed to have been paid thereon, as the case may be, and the
amount of the share as fixed by the order of reduction.

(8) Where the name of any creditor entitled to object to the reduction of share capital under this section
is, by reason of his ignorance of the proceedings for reduction or of their nature and effect with respect to
his debt or claim, not entered on th&t bf creditors, and after such reduction, the compmommits a

1. Subs. byAct 31 of 206, s . 255 and t he EI gnthinthe imearBng bf sutbactiore) of dection 27l s un a
to pay the amourdf hisdebtoc | ai m, 0 -1{-2016¢ . f . 15
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default, within the meaning of section 6 of the Insolvency and Bankruptcy Code, 2016 (31 of 2016),
in respect of the amount of his debt or claém],

(a) every person, who was a mieen of the company on the date of the registration of the order for
reduction by the Registrar, shall be liable to contribute to the payment of that debt or claim, an amount
not exceeding the amount which he would have been liable to contribute if theirgorhpd
commenced winding up on the day immediately before the said date; and

(b) if the company is wound up, the Tribunal may, on the application of any such creditor and proof
of his ignorance as aforesaid, if it thinks fit, settle a list of personalse to contribute, and make and
enforce calls and orders on the contributories settled on the list, as if they were ordinary contributories
in a winding up.

(9) Nothing in subsection 8) shall affect the rights of the contributories among themselves.
(10) If any officer of the compargy
(a) knowingly conceals the name of any creditor entitled to object to the reduction;
(b) knowingly misrepresents the nature or amount of the debt or claim of any creditor; or
(c) abets or is privy to any such concealmaeninisrepresentation as aforesaid,
he shall be liable under section 447.

1x * * * *

67. Restriction on purchase by company or giving of loans by it for purchase of its sharég1)
No company limited by shares or by guarantee and having a shaed shall have power to buy its own
shares unless the consequent reduction of share capital is effected under the provisions of this Act.

(2) No public company shall give, whether directly or indirectly and whether by means of a loan,
guarantee, the prow of security or otherwise, any financial assistance for the purpose of, or in
connection with, a purchase or subscription made or to be made, by any person of or for any shares in the
company or in its holding company.

(3) Nothing in subsection ) shdl apply tod
(a) the lending of money by a banking company in the ordinary course of its business;

(b) the provision by a company of money in accordance with any scheme approved by company
through special resolution and in accordance with such requirememay be prescribed, for the
purchase of, or subscription for, fully paig shares in the company or its holding company, if the
purchase of, or the subscription for, the shares held by trustees for the benefit of the employees or such
shares held by ¢hemployee of the company;

(c) the giving of loans by a company to persons in the employment of the company other than its
directors or key managerial personnel, for an amount not exceeding their salary or wages for a period
of six months with a view to aling them to purchase or subscribe for fully pgadshares in the
company or its holding company to be held by them by way of beneficial ownership:

Provided that disclosures in respect of voting rights not exercised directly by the employees in respect
of shares to which the scheme relates shall be made in the Board's report in such manner as may be
prescribed.

(4) Nothing in this section shall affect the right of a company to redeem any preference shares issued
by it under this Act or under any previotsmpany law.

(5) If a company contravenes the provisions of this section, it shall be punishable with fine which shall
not be less than one lakh rupees but which may extend to thwemtakh rupees and every officer of the
company who is in default stdde punishable with imprisonment for a term which may extend to three
years and with fine which shall not be less than one lakh rupees but which may extend tdivesdgitin
rupees.

1. Subsection 11) omitted by Act 29 of 2020, s. 13 (w.e.f.-22-2020)
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68. Power of company to purchase its own securitiés (1) Notwithstandig anything contained in
this Act, but subject to the provisions of ssdction 2), a company may purchase its own shares or other
specified securities (hereinafter referred to asliagk) out od

(a) its free reserves;
(b) the securities premium accouat;
(c) the proceeds of the issue of any shares or other specified securities:

Provided that no bupack of any kind of shares or other specified securities shall be made out of the
proceeds of an earlier issue of the same kind of shares or same kihdrafpmtcified securities.

(2) No company shall purchase its own shares or other specified securities undectsub (),
unles$®

(a) the buyback is authorised by its articles;

(b) a special resolution has been passed at a general meeting of the camiramiging the
buy-back:

Provided that nothing contained in this clause shall apply to a casedwhere

(i) the buyback is, ten per cent. or less of the total pgicequity capital and free reserves of the
company; and

(i) such buyback has beeauthorised by the Board by means of a resolution passed at its meeting;

(c) the buyback is twentyfive per cent. or less of the aggregate of pgictapital and free reserves
of the company:

Provided that in respect of the bhgck of equity shares in pfinancial year, the reference to twenty
five per cent. in this clause shall be construed with respect to its totalpaiguity capital in that financial
year;

(d) the ratio of the aggregate of secured and unsecured debts owed by the company-bétek buy
is not more than twice the paigh capital and its free reserves:

Provided that the Central Government may, by order, notify a higher ratio of the debt to capital and
free reserves for a class or classes of companies;

(e) all the shares or other spied securities for bujpack are fully paieup;

(f) the buyback of the shares or other specified securities listed on any recognized stock exchange
is in accordance with the regulations made by the Securities and Exchange Board in this behalf; and

(9) thebuy-back in respect of shares or other specified securities other than those specified in clause
(f) is in accordance with such rules as may be prescribed:

Provided that no offer of bulyack under this subection shall be made within a period of one year
reckoned from the date of the closure of the preceding offer ebaci, if any.

(3) The notice of the meeting at which the special resolution is proposed to be passed undds) clause (
of subsection ) shall be accompanied by an explanatory statentating

(a) a full and complete disclosure of all material facts;

(b) the necessity for the bthack;

(c) the class of shares or securities intended to be purchased under-bHaekuy
(d) the amount to be invested under the-bagk; and

(e) the timelimit for completion of buyback.

(4) Every buyback shall be completed within a period of one year from the date of passing of the
special resolution, or as the case may be, the resolution passed by the Board undemb)clause (
subsection ).
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(5) The buyback under sukection {) may bé
(a) from the existing shareholders or security holders on a proportionate basis;
(b) from the open market;

(c) by purchasing the securities issued to employees of the company pursuanetoe acstock
option or sweat equity.

(6) Where a company proposes to Hhack its own shares or other specified securities under this
section in pursuance of a special resolution under cldys# subsection ) or a resolution under item
(i) of the poviso thereto, it shall, before making such #aagck, file with the Registrar and the Securities
and Exchange Board, a declaration of solvency signed by atleast two directors of the company, one of
whom shall be the managing director, if any, in such f@srmay be prescribed and verified by an affidavit
to the effect that the Board of Directors of the company has made a full inquiry into the affairs of the
company as a result of which they have formed an opinion that it is capable of meeting its diaititie
will not be rendered insolvent within a period of one year from the date of declaration adopted by the Board:

Provided that no declaration of solvency shall be filed with the Securities and Exchange Board by a
company whose shares are not listedmnracognised stock exchange.

(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 Hagck 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 clausa) (of subsection () 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 sharestoraseipém 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 da 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.

(20) A company shall, after the completion of the #oack under this section, file thithe Registrar
and the Securities and Exchange Board a return containing such particulars relating tebtinekwyhin
thirty days of such completion, as may be prescribed:

Provided that no return shall be filed with the Securities and Exchange Bpardompany 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 €Jaisal¢section @), the company
shall be punishable with fine which shall not be less than one lakh rupees but which may extend to three
lakh rupees and every officer of the company who is in default shall be punisttabieith fine which
shall not be les$tain one lakh rupees but which may exterdittoee lakh rupeés

Explanation 18 For the purposes of this section and section féPgecified securitigsincludes
empl oyees6 stock option or other securi timeds as
time.

Explanation Il For the purposes of this sectidfree reservasincludes securities premium account.

69. Transfer of certain sums to capital redemption reserve accoudt.(1) Where a company
purchases its own shares out of free reservescarises premium account, a sum equal to the nominal

1. The words dAwith imprisonment for a term which md% exten
2020).
2. Subs. by s. 14bid.,f or At hree | akh r up-282€820). or with botho (w.e.f. 21

59



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 reservecaant 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 circumstancesd (1) No company shall directly or indirectly
purchasets own shares or other specified securdies

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

(c) if a defaultis made by the companiy the repayment ofeposits 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 re payment of any term loan or interest payable thereon
to any finamrial institution or banking company:

Provided that the bulgack 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 sharegher specified securities in
case such company has not complied with the provisions of sections 92, 123,127 and section 129.

71. Debenturesd (1) A company may issue debentures with an option to convert such debentures into
shares, either wholly or ghr at the time of redemption:

Provided that the issue of debentures with an option to convert such debentures into shares, wholly or
partly, shall be approved by a special resolution passed at a general meeting.

(2) No company shall issue any debentum@asying any voting rights.

(3) Secured debentures may be issued by a company subject to such terms and conditions as may be
prescribed.

(4) Where debentures are issued by a company under this section, the company shall create a debenture
redemption reservaccount out of the profits of the company available for payment of dividend and the
amount credited to such account shall not be utilised by the company except for the redemption of
debentures.

(5) No company shall issue a prospectus or make an offavitation to the public or to its members
exceeding five hundred for the subscription of its debentures, unless the company has, before such issue or
offer, appointed one or more debenture trustees and the conditions governing the appointment of such
trugees shall be such as may be prescribed.

(6) A debenture trustee shall take steps to protect the interests of the dehelttars and redress their
grievances in accordance with such rules as may be prescribed.

(7) Any provision contained in a trust defed securing the issue of debentures, or in any contract with
the debenturéolders secured by a trust deed, shall be void in so far as it would have the effect of exempting
a trustee thereof from, or indemnifying him against, any liability for breatiustf where he fails to show
the degree of care and due diligence required of him as a trustee, having regard to the provisions of the trust
deed conferring on him any power, authority or discretion:

Provided that the liability of the debenture trusteadidie subject to such exemptions as may be agreed
upon by a majority of debentutmlders holding not less than thiieeirths in value of the total debentures
at a meeting held for the purpose.

(8) A company shall pay interest and redeem the debentumesandance with the terms and conditions
of their issue.

(9) Where at any time the debenture trustee comes to a conclusion that the assets of the company are
insufficient or are likely to become in sufficient to discharge the principal amount as and wesmes
due, the debenture trustee may file a petition before the Tribunal and the Tribunal may, after hearing the
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company and any other person interested in the matter, by order, impose such restrictions on the incurring
of any further liabilities byhe company as the Tribunal may consider necessary in the interests of the
debentureholders.

(10) Where a company fails to redeem the debentures on the date of their maturity or fails to pay interest
on the debentures when it is due, the Tribunal mayh@application of any or all of the debenthaders,
or debenture trustee and, after hearing the parties concerned, direct, by order, the company to redeem the
debentures forth with on payment of principal and interest due thereon.

1x * * * *

(12) A contract with the company to take up and pay for any debentures of the company may be
enforced by a decree for specific performance.

(13) The Central Government may prescribe the procedure, for securing the issue of debentures, the
form of debenture tist deed, the procedure for the debenhaiglers to inspect the trust deed and to obtain
copies thereof, quantum of debenture redemption reserve required to be created and such other matters.

72. Power to nominated (1) Every holder of securities of a compy may, at any time, nominate, in
the prescribed manner, any person to whom his securities shall vest in the event of his death.

(2) Where the securities of a company are held by more than one person jointly, the joint holders may
together nominate, in ¢hprescribed manner, any person to whom all the rights in the securities shall vest
in the event of death of all the joint holders.

(3) Notwithstanding anything contained in any other law for the time being in force or in any
disposition, whether testamany or otherwise, in respect of the securities of a company, where a
nomination made in the prescribed manner purports to confer on any person the right to vest the securities
of the company, the nominee shall, on the death of the holder of securitisstiog, case may be, on the
death of the joint holders, become entitled to all the rights in the securities, of the holder or, as the case may
be, of all the joint holders, in relation to such securities, to the exclusion of all other persons, unless the
nomination is varied or cancelled in the prescribed manner.

(4) Where the nominee is a minor, it shall be lawful for the holder of the securities, making the
nomination to appoint, in the prescribed manner, any person to become entitled to the secthities of
company, in the event of the death of the nominee during his minority.

CHAPTER YV
ACCEPTANCE OF DEPOSITS BY COMPANIES

73. Prohibition on acceptance of deposits from publid. (1) On and after the commencement of this
Act, no company shall invite, acceptrenew deposits under this Act from the public except in a manner
provided under this Chapter:

Provided that nothing in this stgection shall apply to a banking company and-n@nking financial
company as defined in the Reserve Bank of India Act, 1934 {934) and to such other company as the
Central Government may, after consultation with the Reserve Bank of India, specify in this behalf.

(2) A company may, subject to the passing of a resolution in general meeting and subject to such rules
as may berescribed in consultation with the Reserve Bank of India, accept deposits from its members on
such terms and conditions, including the provision of security, if any, or for the repayment of such deposits
with interest, as may be agreed upon between timpaoy and its members, subject to the fulfilment of the
following conditions, namely:

(a) issuance of a circular to its members including therein a statement showing the financial position
of the company, the credit rating obtained, the total numberpafsiters and the amount due towards
deposits in respect of any previous deposits accepted by the company and such other particulars in such
form and in such manner as may be prescribed,;

(b) filing a copy of the circular along with such statement with tlegi®rar within thirty days
before the date of issue of the circular;

1. Subsection 11) omitted by Act @ of 2020, s. 15 (w.e.f. 212-2020).

61



!(c) depositing, on or before the thirtieth day of April each year, such sum which shall not be less
than twenty per cent. of the amount of its deposits maturing during the followengcfal year and
kept in a scheduled bank in a separate bank account to be called deposit repayment reserye account

2% * * * *

(e) certifying that the company has not committed any default in the repayment of deposits
accepted either before otef the commencement of this Act or payment of interest on,

3[such deposits and where a default had occurred, the company made good the default and a period of five
years had lapsed since the date of making good the deémdt;]

(f) providing security,fiany for the due repayment of the amount of deposit or the interest thereon
including the creation of such charge on the property or assets of the company:

Provided that in case where a company does not secure the deposits or secures such deposits
partialy, then, the deposits shall be termediassecured deposiigand shall be so quoted in every
circular, form, advertisement or in any document related to invitation or acceptance of deposits.

(3) Every deposit accepted by a company underssation 2) shall be repaid with interest in
accordance with the terms and conditions of the agreement referred to in thatsoi.

(4) Where a company fails to repay the deposit or part thereof or any interest thereon under - sub
section 8), the depositoconcerned may apply to the Tribunal for an order directing the company to pay
the sum due or for any loss or damage incurred by him as a result of stghynaent and for such other
orders as the Tribunal may deem fit.

(5) The deposit repayment reseaezount referred to in clausg) of subsection ) shall not be used
by the company for any purpose other than repayment of deposits.

74. Repayment of deposits, etc., accepted before commencement of thiséA¢L) Where in respect
of any deposit acceptdry a company before the commencement of this Act, the amount of such deposit
or part thereof or any interest due thereon remains unpaid on such commencement or becomes due at any
time thereafter, the company sidall

(a) file, within a period of three montliiiom such commencement or from the date on which such
payments, are due, with the Registrar a statement of all the deposits accepted by the company and sums
remaining unpaid on such amount with the interest payable thereon along with the arrangements made
for such repayment, notwithstanding anything contained in any other law for the time being in force or
under the terms and conditions subject to which the deposit was accepted or any scheme framed under
any law; and

4 (b) repay within three years from sucommencement or on or before expiry of the period for
which the deposits were accepted, whichever is earlier:
Provided that renewal of any such deposits shall be done in accordance with the provisions of

Chapter V and the rules made thereurder.

(2) TheTribunal may on an application made by the company, after considering the financial condition
of the company, the amount of deposit or part thereof and the interest payable thereon and such other
matters, allow further time as considered reasonable tthpany to repay the deposit.

(3) If a company fails to repay the deposit or part thereof or any interest thereon within the time
specified in suksection {) or such further time as may be allowed by the Tribunal undesestion ),
the company shalin addition to the payment of the amount of deposit or part thereof and the interest due,
be punishable with fine which shall not be less than one crore rupees but which may extend to ten crore
rupees and every officer of the company who is in default begbunishable with imprisonment which
may extend to seven years or with fine which shall not be less than {inenkgkh rupees but which may
extend to two crore rupees, or with both.

75. Damages for fraudd (1) Where a company fails to repay the deposspart thereof or any interest
thereon referred to in section 74 within the time specified irsgakion () of that section or such further
time as may be allowed by the Tribunal under-seittion 2) of that section, and it is proved that the

1.Subs. by Act 1 of 2018, s. 15, for clausg((v.e.f. 158-2018).

2. Clause @) omitted by s. 15pid. (w.e.f. 158-2018).

3. Subs. by s. 18hid.,f or fAsuch demB@&8ts; o6 (w.e. f. 15
4. Subs. by s. 16bid., for clause f) (w.e.f. 158-2018).
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deposis had been accepted with intent to defraud the depositors or for any fraudulent purpose, every officer
of the company who was responsible for the acceptance of such deposit shall, without prejudice to the
provisions contained in sedection 8) of that seton and liability under section 447, be personally
responsible, without any limitation of liability, for all or any of the losses or damages that may have been
incurred by the depositors.

(2) Any suit, proceedings or other action may be taken by any mpegsoup of persons or any
association of persons who had incurred any loss as a result of the failure of the company to repay the
deposits or part thereof or any interest thereon.

76. Acceptance of deposits from public by certain companiés(1l) Notwithstanding anything
contained in section 73, a public company, having such net worth or turnover as may be prescribed, may
accept deposits from persons other than its members subject to compliance with the requirements provided
in subsection ) of section 73and subject to such rules as the Central Government may, in consultation
with the Reserve Bank of India, prescribe:

Provided that such a company shall be required to obtain the rating (including its networth, liquidity
and ability to pay its deposits onaldate) from a recognised credit rating agency for informing the public
the rating given to the company at the time of invitation of deposits from the public which ensures adequate
safety and the rating shall be obtained for every year during the terdepasits:

Provided further that every company accepting secured deposits from the public shall within thirty days
of such acceptance, create a charge on its assets of an amount not less than the amount of deposits accepte
in favour of the deposit holdens accordance with such rules as may be prescribed.

(2) The provisions of this Chapter shatiutatis mutandisapply to the acceptance of deposits from
public under this section.

76A. Punishment for contravention of section 73 or section 7&.Where a cmpany accepts or
invites or allows or causes any other person to accept or invite on its behalf any deposit in contravention of
the manner or the conditions prescribed under section 73 or section 76 or rules made thereunder or if a
company fails to repaye deposit or part thereof or any interest due thereon within the time specified under
section 73 or section 76 or rules made thereunder or such further time as may be allowed by the Tribunal
under section738,

(a) the company shall, in addition to the paymhof the amount of deposit or part thereof and the
interest due, be punishable with fine which shall not be lesg[thascrore rupees or twice the amount

of deposit accepted by the company, whichever is lower] but which may extend to ten crore rupees;

and

(b) every officer of the company who is in default shall be punishable with imprisonment which
may extend td[seven years and with fine] which shall not be less than twfarylakh rupees but

which may extend to two crore rupe&ss:

Provided thaif it is proved that the officer of the company who is in default, has contravened such
provisions knowingly or wilfully with the intention to deceive the company or its shareholders or depositors
or creditors or tax authorities, he shall be liable fidiom under section 447.]

CHAPTER VI
REGISTRATION OF CHARGES

77. Duty to register charges, eté. (1) It shall be the duty of every company creating a charge within
or outside India, on its property or assets or any of its undertakings, whether tangitblereise, and
situated in or outside India, to register the particulars of the charge signed by the company and the charge
holder together with the instruments, if any, creating such charge in such form, on payment of such fees
and in such manner as maygrescribed, with the Registrar within thirty days of its creation:

[Provided that the Registrar may, on an application by the compaow, slich registration to be
madeé

(a) in case of chaes created before the commencement of the Companies (Amehdwoent
2019, within a period of three hundred days of such creation; or

1. Ins. by Act 21 of 2015, s. 8 (w.e.f.-592015).

2 Subs. by Act 1 of 2018, -292018)17, for #fone crore rupeeso (w
3. Subs. bys. 17bid.,f or fAseven yéwerf8&2-2018). wi t h fineo

4. Thewordsfio wi t h bot hoibid fuietf. 822018by s. 17

5. Subs. by Act 22 of 2019, s. 11, for first and second provisos (W-£1f2918).
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(b) in case of chiges created on or after the commencement of the Companies (Amendment) Act,

2019,within a period of sixty days of such creation,
on payment of such additional fees may be prescribed:

Provided further that if the registration is not made within the period spéxified

(a) in clause 4) to the first proviso, the registration of the charges shall be made within six months
from the date of commencement of the Compafesendment) Act, 2019, on payment of such
additional fees as may be prescribed and different fees may be prescribed for different classes of
companies;

(b) in clauself) to the first proviso, the Registrar may, on an application, allow such registiation t

be made within a further period of sixty days after payment of adclialoremfees as may be

prescribed.]

Provided also that any subsequent registration of a charge shall not prejudice any right acquired in
respect of any property before the chargecigally registered:

Provided also that this section shall not apply to such charges as may be prescribed in consultation
with the Reserve Bank of India.]

(2) Where a charge is registered with the Registrar undesexttion {), he shall issue a certifite of
registration of such charge in such form and in such manner as may be prescribed to the company and, as
the case may be, to the person in whose favour the charge is created.

(3) Notwithstanding anything contained in any other law for the time beifagce, no charge created
by a company shall be taken into account by the liquidtppointed under this Act or the Insolvency and
Bankruptcy Code, 2016 (31 of 2016), as the case may be,] or any other creditor unless it is duly registered
under suksection (1) and a certificate of registration of such charge is given by the Registrar under sub
section ).

(4) Nothing in subsection 8) shall prejudice any contract or obligation for the repayment of the money
secured by a charge.

78. Application for registration of charged Where a company fails tjregister the charge within
the period of thirty days referred to in sséction L) of section 77] without prejudice to its liability in
respect of any offence under this Chapter, the person in whose theathiarge is created may apply to
the Registrar for registration of the charge along with the instrument created for the charge, within such
time and in such form and manner as may be prescribed and the Registrar may, on such application, within
a periodof fourteen days after giving notice to the company, unless the company itself registers the charge
or shows sufficient cause why such charge should not be registered, allow such registration on payment of
such fees, as may be prescribed:

Provided that whe registration is effected on application of the person in whose favour the charge is
created, that person shall be entitled to recover from the company the amount of any fees or additional fees
paid by him to the Registrar for the purpose of registraifariharge.

79. Section 77 to apply in certain matter®. The provisions of section 77 relating to registration of
charges shall, so far as may be, appdy to

(a) a company acquiring any property subject to a charge within the meaning of that section; or
(b) any modification in the terms or conditions or the extent or operation of any charge registered
under that section.

80. Date of notice of chargé. Where any charge on any property or assets of a company or any of its
undertakings is registered under sec#i@nany person acquiring such property, assets, undertakings or part
thereof or any share or interest therein shall be deemed to have notice of the charge from the date of such
registration.

81. Register of charges to be kept by Registrdr.(1) The Registr shall, in respect of every
company, keep a register containing particulars of the charges registered under this Chapter in such form
and in such manner as may be prescribed.

1. The proviso ins. by Act 1 of 2018, s. 18 (w.e-5-2018).
2. Ins. by Act 31 of 2016, s. 255 and the EleheBthedule (w.e.f. 251-2016).
3. Subs. by Act 1 of 2018, s. 19, for Aregfs52elB8). t he charge
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(2) A register kept in pursuance of this section shall be open to inspectamylperson on payment
of such fees as may be prescribed for each inspection.

82. Company to report satisfaction of chargé. (1) A company shall give intimation to the Registrar
in the prescribed form, of the payment or satisfaction in full of any chagigered under this Chapter
within a period of thirty days from the date of such payment or satisfattion

Provided that the Registrar may, on an application by the company or the charge holder, allow such
intimation of payment or satisfaction to m&de within a period of three hundred days of such payment or
satisfaction on payment of such additional fees as may be prescribed

(2) The Registrar shall, on receipt of intimation under-seittion L), cause a notice to be sent to the
holder of the chage calling upon him to show cause within such time not exceeding fourteen days, as may
be specified in such notice, as to why payment or satisfaction in full should not be recorded as intimated to
the Registrar, and if no cause is shown, by such holdédreotharge, the Registrar shall order that a
memorandum of satisfaction shall be entered in the register of charges kept by him under section 81 and
shall inform the company that he has done so:

Provided that the notice referred to in this -seltion shih not be required to be sent, in case the
intimation to the Registrar in this regard is in the specified form and signed by the holder of charge.

(3) If any cause is shown, the Registrar shall record a note to that effect in the register of charges and
shall inform the company.

(4) Nothing in this section shall be deemed to affect the powers of the Registrar to make an entry in the
register of charges under section 83 or otherwise than on receipt of an intimation from the company.

83. Power of Registrar tomake entries of satisfaction and release in absence of intimation from
companyd (1) The Registrar may, on evidence being given to his satisfaction with respect to any
registered charge,

(a) that the debt for which the charge was given has been paitisfiegan whole or in part; or

(b) that part of the property or undertaking charged has been released from the charge or has ceased
to form part of the companyds property or unde
enter in the register of charges a memorandum of satisfaction ie whim part, or of the fact that part of
the property or undertaking has been released fr
property or undertaking, as the case may be, notwithstanding the fact that no intimation has been received
by him from the company.

(2) The Registrar shall inform the affected parties within thirty days of making the entry in the register
of charges kept under silection () of section 81.

84. Intimation of appointment of receiver or managerd (1) If any persorobtains an order for the
appointment of a receiver of, or of a person to manage, the property, subject to a charge, of a company or
if any person appoints such receiver or person under any power contained in any instrument, he shall, within
a period of tirty days from the date of the passing of the order or of the making of the appointment, give
notice of such appointment to the company and the Registrar along with a copy of the order or instrument
and the Registrar shall, on payment of the prescribesj fegister particulars of the receiver, person or
instrument in the register of charges.

(2) Any person appointed under sséction () shall, on ceasing to hold such appointment, give to the
company and the Registrar a notice to that effect and thetRegilsall register such notice.

85. Companyo6s r &(@)iEegety eompaayfshatt Keepratgtersegistered office a register
of charges in such form and in such manner as may be prescribed, which shall include there in all charges
and floating chages affecting any property or assets of the company or any of its undertakings, indicating
in each case such particulars as may be prescribed:

Provided that a copy of the instrument creating the charge shall also be kept at the registered office of
the conpany along with the register of charges.

1. Omitted by Act 1 of 2018, s. 2@or certain wordgw.e.f. 57-2018).
2.The Provisorns. by s. 20ibid. (w.e.f. 57-2018).
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(2) The register of charges and instrument of charges, kept undsestitn () shall be open for
inspection during business hoéirs

(a) by any member or creditor without any payment of fees; or
(b) by any other pson on payment of such fees as may be prescribed,
subject to such reasonable restrictions as the company may, by its articles, impose.

86. Punishment for contraventiond [ ?[(1)] If any company is in default in complying with any of
the provisions of thi€hapter, the company shall be liable to a penalty of five lakh rupees and every officer
of the company who is in default shall be liable to a penalty of fifty thousand fupees

3[(2) If any person willfully furnishes any false or incorrect informatiokmowingly suppresses any
material information, required to be registered in accordance with the provisions of section 77, he shall be
liable for action under section 447.]

4[87. Rectification by Central Government inRegister of charge®d The Central Govement on
being satisfied thét

(a) the omission to give intimate to the Registrar of the payment or satisfaction of a charge, within
the time required under this Chapter; or

(b) the omission or misstatement of any particulars, inféing previously maddo the Registrar
with respect to sy charge or modification thereof or with respectiig memorandum of satisfaction
or other entry made in pursuance of section 82 or se8fpn

was accidental or due to inadvertence or some other sufficient cause rotibf a nature to prejudice the
position of creditors or shareholders of the company, it may, on the application of the company or any
person interested and on such terms and conditions as it deems just and expedient, direct that the time for
the givingof intimation of payment or satisfaction shall be extended or, as the case may require, that the
omission or misstatement shall be rectified.]

CHAPTER VII

MANAGEMENT AND ADMINISTRATION

88. Register of members, etd. (1) Every company shall keep and maintde following registers in
such form and in such manner as may be prescribed, nédmely:

(a) register of members indicating separately for each class of equity and preference shares held by
each member residing in or outside India;

(b) register of debenta-holders; and
(c) register of any other security holders.
(2) Every register maintained under ssdxction {) shall include an index of the names included therein.

(3) The register and index of beneficial owners maintained by a depository under séctibthé
Depositories Act, 1996 (22 of 1996), shall be deemed to be the corresponding register and index for the
purposes of this Act.

(4) A company may, if so authorised by its articles, keep in any country outside India, in such manner
as may be prescell, a part of the register referred to in-seltion (), calledfforeign registed containing
the names and particulars of the members, debentlders, other security holders or beneficial owners
residing outside India.

°[(5) If a company does not nmaain a register of members or deberfuoéders or other security
holders or fails to maintain them in accordance with the provisions efestiton ) or subsection ), the

1. Subs. by Act 29 of 2020, s. 16, for ssdrtion 1) (w.e.f. 2£12-2020).

2. Section 86 numbered as ssiction 1) thereof by Act 22 of 2019, s.12 (w.e.f12-2018).
3. Ins. by s. 12ibid. (w.e.f. 211-2018).

4. Subs. by s. 13bid., for section 86 (w.e.f.-411-2018).

5. Subs. by Act 29 of 2020, s. 17, for ssixction §) (w.e.f. 2212-2020).
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company shall be liable to a penalty of three lakh rupees and every offiberaafmpany who is in default
shall be liable to a penalty of fifty thousand rupges

89. Declaration in respect of beneficial interest in any shar&.(1) Where the name of a person is
entered in the register of members of a company as the holder ofishifwscompany but who does not
hold the beneficial interest in such shares, such person shall make a declaration within such time and in
such form as may be prescribed to the company specifying the name and other particulars of the person
who holds théeneficial interest in such shares.

(2) Every person who holds or acquires a beneficial interest in share of a company shall make a
declaration to the company specifying the nature of his interest, particulars of the person in whose name
the shares stanégistered in the books of the company and such other particulars as may be prescribed.

(3) Where any change occurs in the beneficial interest in such shares, the person referred to-n sub
section () and the beneficial owner specified in ssdxtion(2) shall, within a period of thirty days from
the date of such change, make a declaration to the company in such form and containing such particulars
as may be prescribed.

(4) The Central Government may make rules to provide for the manner of holdingdjsafabing
beneficial interest and beneficial ownership under this section.

(5) If any person fails to make a declaration as required undesestiion () or subsection ) or
subsection (3), he shall be liable to a penalty of fifty thousand rupessnacase of continuing failure,
with a further penalty of two hundred rupees for each day after the first during which such failure continues,
subject to a maximum of five lakh rupdes

(6) Where any declaration under this section is made to a compangompany 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 oradditional fees as may be prescrib@tt:;.

3[(7) If a company, required to file a return under-sebtion 6), fails to do so before the expiry of the
time specified therein, the company and every officer of the company who is in default shall ke Bable
penalty of one thousand rupees for each day during which such failure continues, subject to a maximum of
five lakh rupees in the case of a company and two lakh rupees in case of an officer who is ih default.

(8) No right in relation to any share iaspect 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 obligationamhpany to pay dividend to
its members under this Act and the said obligation shall, on such payment, stand discharged.

“[(10) For the purposes of this section and section 90, beneficial interest in a share includes, directly or
indirectly, through any cordct, arrangement or otherwise, the right or entitlement of a person alone or
together with any other persoréto

(i) exercise or cause to be exercised any or all of the rights attached to such share; or
(i) receive or participate in any dividend or otestribution in respect of such share.]

[(1) The Central Government may, by notification, exempt any class or classes of persons from
complying with any of the requirements of this section, excepssation (0), if it is considered necessary
to grantsuch 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 notifidation.

°[90. Register of significant beneficial owners in a compang.(1) Every individual, viho acting
alone or together, or through one or more persons or trust, including a trust and persons resident outside
India, holds beneficial interests, of not less than twég/per cent. or such other percentage as may be
prescribed, in shares of a cpamy or the right to exercise, or the actual exercising of significant influence

. Subs. byAct 29 of 2020s. 18, for suksection ) (w.e.f. 2£12-2020).

The words and figures dtwiidri/a03deomiitmee & pkeyeh2Bje d1 umfd e2 0 b
. Subs. by Act 29 of 2020, s. 18, for ssdxtion 7) (w.e.f. 2:12-2020).

. Ins. by Act 1 of 2018, s. 21, (w.e.f.-632018).

. Ins. by Act 29 of 2020, s. 18 (w.e.f.-222021).

. Subs. g Act 1 of 2018, s. 22, for section 90 (w.e.f-8:2018).
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or control as defined in claus@7 of section 2, over the company (herein referred tdsagnificant
beneficial owned), shall make a declaration to the company, specifyiagature of his interest and other
particulars, in such manner and within such period of acquisition of the beneficial interest or rights and any
change thereof, as may be prescribed:

Provided that the Central Government may prescribe a class orsctdgsersons who shall not be
required to make declaration under this-sabtion.

(2) Every company shall maintain a register of the interest declared by individuals under - sub
section ) and changes therein which shall includertame of individual, his date of birth, address, details
of ownership in the company and such other details as may be prescribed.

(3) The register maintained under ssdction 2) shall be open to inspection by any member of the
company on payment of sutdes as may be prescribed.

(4) Every company shall file a return of significant beneficial owners of the company and changes
therein with the Registrar containing names, addresses and other details as may be prescribed within such
time, in such form and maer as may be prescribed.

1[(4A) Every company shall take necessary steps to identify an individual who is a significant beneficial
owner in relation to the company and require him to comply with the provisions of this section.]

(5) A company shall giveotice, in the prescribed manner, to any person (whether or not a member of
the company) whom the company knows or has reasonable cause todbelieve

(a) to be a significant beneficial owner of the company;
(b) to be having knowledge of the identity ofigrsficant beneficial owner or another person likely
to have such knowledge; or
(c) to have been a significant beneficial owner of the company at any time during the three years
immediately preceding the date on which the notice is issued,
and who is notegistered as a significant beneficial owner with the company as required under this section.

(6) The information required by the notice under-sabtion ) shall be given by the concerned person
within a period not exceeding thirty days of the datthefnotice.

(7) The company shad,

(a) where that person fails to give the company the information required by the notice within the time
specified therein; or
(b) where the information given is not satisfactory,
apply to the Tribunal within a periaaf fifteen days of the expiry of the period specified in the notice, for
an order directing that the shares in question be subject to restrictions with regard to transfer of interest,
suspension of all rights attached to the shares and such other nsatteng lae prescribed.

(8) On any application made under ssdxtion 7), the Tribunal may, after giving an opportunity of
being heard to the parties concerned, make such order restricting the rights attached with the shares within
a period of sixty days akceipt of application or such other period as may be prescribed.

2[(9) The company or the person aggrieved by the order of the Tribunal may make an application to the
Tribunal for relaxation or lifting of the restrictions placed undersedtion 8), within a period of one year
from the date of such order:

Providedthat if no such application has been filed within a period of one year from the date of the

order under sukection 8), such shares shall be transferred, without any restrictions, to therigut
constituted under sukection b) of section 125, in such manner as may be presctibed,;

3[(9A) The Central Government may make rules for the purposes of this section.]

4[(10) If any person fails to make a declaration as required undesestiion (), he shall be liable to a
penalty of fifty thousand rupees and in case of continuing failure, with a further penalty of one thousand

1. Ins. by Act 22 of 2019, s. 14 (w.e.f.-852019).

2. Subs. by Act 22 of 2019, s. 14, for ssdxtion 9) (w.e.f. 211-2018).
3. Ins. by s. 14ipid. (w.e.f. 158-2019).

4. Subs.by Act 29 of ZD, s. 19, for sulsection L0) (w.e.f. 2:12-2020).
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rupees for each day after the first during which such failure continues, subject to a maximum of two lakh
rupeeg

(12 If a company, required to maintain register undersadtion R) and file the information under
subsection 4) Zor required to take necessary steps underssahion 4A)], fails to do so or denies
inspection as provided therein, the company shalldi@dito a penalty of one lakh rupees and in case of
continuing failure, with a further penalty of five hundred rupees for each day, after the first during which
such failure continues, subject to a maximum of five lakh rupees and every officer of thengavhpas
in default shall be liable to a penalty of tweffitye thousand rupees and in case of continuing failure, with
a further penalty of two hundred rupees for each day, after the first during which such failure continues,
subject to a maximum of oakh rupeeg.

(12) If any person wilfully furnishes any false or incorrect information or suppresses any material
information of which he is aware in the declaration made under this section, he shall be liable to action
under section 447.]

91. Power to cbse register of members or debenturéolders or other security holdersd (1) A
company may close the register of members or the register of debeolidees or the register of other
security holders for any period or periods not exceeding in the aggfeggtéve days in each year, but
not exceeding thirty days at any one time, subject to giving of previous notice of at least seven days or such
lesser period as may be specified by Securities and Exchange Board for listed companies or the companies
whichintend to get their securities listed, in such manner as may be prescribed.

(2) If the register of members or of debenthmders or of other security holders is closed without
giving the notice as provided in ssbction {), or after giving shorter nate than that so provided, or for
a continuous or an aggregate period in excess of the limits specified in tisactioln, the company and
every officer of the company who is in default shall be liable to a penalty of five thousand rupees for every
day sibject to a maximum of one lakh rupees during which the register is kept closed.

92. Annual return.d (1) Every company shall prepare a return (hereinafter referred to as the annual
return) in the prescribed form containing the particulars as they stood: ahoie of the financial year
regardin@

(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;

2% * * * *

(d) its members and debentthielders along with changes therein since the close of the previous
financial year;
(e) its promoters, directors, key managerial personnel along with changes there in since the close
of the previous financial year;
(f) meetingf 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
compoundig of offences and appeals made against such penalty or punishment;
(i) matters relating to certification of compliances, disclosures as may be prescribed;
(j) details, as may be prescribed, in respect of shares held by or on behalf of the Foreiganastituti
Investors*** ; and
(K) such other matters as may be prescribed,
and signed by a director and the company secretary, or where there is no company secretary, by a company
secretary in practice:
Providedthat in relation to One Person Company and sotaipany, the annual return shall be signed
by the company secretary, or where there is no company secretary, by the director of the company.

1. Subs. by Act 29 of 2020, s. 19, for ssdrtion L1) (w.e.f. 2:12-2020).

2. Clause ) omitted by Act 1 of 2018, s. 23 (w.e5:3-2021).

3. The words #@Aindicati ng indorparation megistrateon ancaperdentage of shareholding hefdtby i e s
t hemo o mi tibicke(defi53-202). 2 3,
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ITProvided further that the Central Government m
Person Companymall company and such other class of classes of companies as may be podscribed

(2) IThe annual return, filed by a listed company or, by a company having suehpedgbital or turnover
as may be prescribed] shall be certified by a company sechetargctice in the prescribed form, stating that
the annual return discloses the facts correctly and adequately and that the company has complied with all the
provisions of this Act.

(3) An extract of the annual return in such form as may be prescribedi$h f or m part of the B

(4) Every company shall file with the Registrar a copy of the annual return, within sixty days from the date
on which the annual general meeting is held or where no annual general meeting is held in any year within sixt
days from the date on which the annual general meeting should have been held together with the statement
specifying the reasons for not holding the annual general meeting, with such fees or additional fees as may be
prescribed3**,

4(5) If any companyfails to file its annual return under ssbction 4), before the expiry of the period
specified therein, such company and its every officer who is in default shall be liable to a pePiadty of
thousand rupe¢snd in cae of continuing failure, witla further penalty of one hundred rupees for each day
after the firstduring which such failure continues, subject to a maximurfjteb lakh rupeesn case of a
company and fifty thousand rupees in case of an officer who is an dgfault]

(6) If a company saretary in practice certifies the annual return otherwise than in conformity with the
requirements of this section or the rules made thereunder, he shkditide to a penalty of two lakh rupees]

93.]Return to be filed wiststake BramgdsGniitiechby the Comparies Act pr o n
2017 (10f2018),s. 24 (w.e.f 136-2018).

94. Place of keeping and inspection of registers, returns, €ic(1) The registers required to be kept and
maintained by a company under section 88 and copies ahtiel return filed under section 92 shall be kept
at the registered office of the company:

Provided that such registers or copies of return may also be kept at any other place in India in which more
than oneenth of the total number of members enterethé register of members reside, if approved by a

special resolution passed at a general meeting of the corfipr&iny

Provided further that the period for which the registers, returns and records are required to be kept shall be
such as may be prescribed.

(2) The registers and their indices, except when they are closed under the provisions of this Act, and the
copies of all the returns shall be open for inspection by any member, debesitee other security holder or
beneficial owner, during businessurs without payment of any fees and by any other person on payment of
such fees as may be prescribed.

(3) Any such member, debenttnelder, other security holder or beneficial owner or any other person
mayd

(a) take extracts from any register, or indexeturn without payment of any fee; or
(b) require a copy of any such register or entries therein or return on payment of such fees as may be
prescribed.

[Provided that such particulars of the register or index or return as may be prescribed shall not be
available for inspection under ssbction ) or for taking extracts or copies under this-sebtion.].

. Ins. by Act 1 of 2018, s. 23 (w.e5:3-2021).
. Subs. by S.0. 1177 (E), dated 29th April, 2014 for certain words (w.e4f2294).
The words fAwithin the time as specified-52018).der section 4
. Subs. by Act 22 of 2019, s. 15, for ssdxction 5) (w.e.f. 211-2018).
Subs. by Act 29 of 2020wef:12202D). f or fifty thousand rupe
.Subs.bys.26bid. , for Afive [|-82R020)r upeeso (w.e. f. 21
. Subs. by s. 20bid.,f or Apuni shable with fine which shall not be | ess
|l akh rupeelg220f.w. e. f. 21
8 The words fAand the Registrar has been given a copyg of th
25 (w.e.f. 136-2018).
9. The proviso ins. byct 1 of 2018s. 25 (w.e.f. 13-2018).
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(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 whon 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 imneetigpection 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 evidenéeThe registers, their indices and copies of annual returns
maintained under section8 &nd 94 shall bprima facieevidence of any matter directed or authorised to
be inserted therein by or under this Act.

96. Annual general meetingd (1) Every company other than a One Person Company shall in each
year hold in addition to any other meetinggeneral 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 thain 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 finahg&ar:

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 anyciEpeeason, extend the time within which any annual
general meeting, other than the first annual general meeting, shall be held, by a period not exceeding three
months.

(2) Every annual general meeting shall be called during business hours, that ignb@taven. and 6
p.m. on any day that is not a National Holiday and shall be held either at the registered office of the company
or at some other place within the city, town or village in which the registered office of the company is
situate:

Provided tha annual general meeting of an unlisted company may be held at any place in India if
consent is given in writing or by electronic mode by all the members in advance:

Provided further that] the Central Government may exempt any company from the proofidiaiss
subsection subject to such conditions as it may impose.

Explanationd For the purposes of this sslction,fiNational Holiday means and includes a day
declared as National Holiday by the Central Government.

97. Power of Tribunal to call annual geeral meetingd (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 caadpany,
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 pressonin p
or by proxy shall be deemed to constitute a meeting.

(2) A general meeting held in pursuance of-sabtion L) 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 Tiibunal to call meetings of members, etd. (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 abtihany in the manner prescribed by this
Act or the articles of the company, the Tribunal may, esii@rmotwr on the application of any director
or member of the company who would be entitled to vote at the méeting,

(a) order a meeting of the compatwybe called, held and conducted in such manner as the Tribunal
thinks fit; and

1. Subs. byAct 1 0f 2018, s.26,fafi Pr ovi ded t-62818)0 (w. e. f . 13
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(b) give such ancillary or consequential directions as the Tribunal thinks expedient, including
directions modifying or supplementing in relation to the calling, holding amdiexting of the meeting,
the operation of the provisions of this Act or articles of the company:
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) Any meeting called, held and conducted in accordance with any order made unsectsui ()
shall, for all purposes, be deemed to be a meeting of the company duly called, held and conducted.

99. Punishment for default in complying with provisions of setions 96 to 98 If any default is
made in holding a meeting of the company in accordance with section 96 or section 97 or section 98 or in
complying with any directions of the Tribunal, the company and every officer of the company who is in
default shalbe punishable with fine which may extend to one lakh rupees and in the case of a continuing
default, with a further fine which may extend to five thousand rupees for every day during which such
default continues.

100. Calling of extraordinary general meetng.0 (1) The Board may, whenever it deems fit, call an
extraordinary general meeting of the company.

IProvided that an extraordinary general meeting of the company, other than of the wholly owned
subsidiary of a company incorporated outside India, shdlelbat a place within Indig

(2) The Board shall, at the requisition madedby,
(a) in the case of a company having a share capital, such number of members who hold, on the date
of the receipt of the requisition, not less than-tereh of such of the jpdup share capital of the
company as on that date carries the right of voting;
(b) in the case of a company not having a share capital, such number of members who have, on the
date of receipt of the requisition, not less thantemth of the total votingower of all the members
having on the said date a right to vote,
call an extraordinary general meeting of the company within the period specifiedsadidn 4).

(3) The requisition made under sabction 2) shall set out the matters for the considien of which
the meeting is to be called and shall be signed by the requisitionists and sent to the registered office of the
company.

(4) If the Board does not, within twentne days from the date of receipt of a valid requisition in regard
to any mattr, proceed to call a meeting for the consideration of that matter on a day not later than forty
five days from the date of receipt of such requisition, the meeting may be called and held by the
requisitionists themselves within a period of three monthra the date of the requisition.

(5) A meeting under subection 4) by the requisitionists shall be called and held in the same manner
in which the meeting is called and held by the Board.

(6) Any reasonable expenses incurred by the requisitionists ingcallmeeting under stsection 4)
shall be reimbursed to the requisitionists by the company and the sums so paid shall be deducted from any
fee or other remuneration under section 197 payable to such of the directors who were in default in calling
the meeting.

101. Notice of meeting) (1) A general meeting of a company may be called by giving not less than
cleartwentyone days® notice either in writing or thr
prescribed:

’[Provided that a general meeting maydadled after giving shorter notice than that specified in this
subsection if consent, in writing or by electronic mode, is accorded tldereto

(i) in the case of an annual general meeting, by not less tharfim@fyer cent. of the members
entitled to vog thereat; and

(i) in the case of any other general meeting, by members of the c@mpany

1. The proviso inshy Act 1 of 2018, s. 27 (w.e.f-32018).
2. The proviso subdiy Act 1 of 2018s. 28 (w.e.f. 2-2018).
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(a) holding, if the company has a share capital, majority in number of members entitled to vote and
who represent not less than ninrétse per cent. of such part dfe paidup share capital of the company
as gives a right to vote at the meeting; or

(b) having, if the company has no share capital, not less thanfivietyer cent. of the total voting
power exercisable at that meeting:

Provided further that where amgmber of a company is entitled to vote only on some resolution or resolutions
to be moved at a meeting and not on the others, those members shall be taken into account for the purposes of this
subsection in respect of the former resolution or resolutambnot in respect of the latter.

(2) Every notice of a meeting shall specify the place, date, day and the hour of the meeting and shall
contain a statement of the business to be transacted at such meeting.

(3) The notice of every meeting of the compahglkbe given td

(a) every member of the company, legal representative of any deceased member or the assignee of
an insolvent member;

(b) the auditor or auditors of the company; and
(c) every director of the company.

(4) Any accidental omission to give tice to, or the nomeceipt of such notice by, any member or other
person who is entitled to such notice for any meeting shall not invalidate the proceedings of the meeting.

102. Statement to be annexed to notide.(1) A statement setting out the followimgaterial facts

concerning each item of special business to be transacted at a general meeting, shall be annexed to the
notice calling such meeting, namdy:

(a) the nature of concern or interest, financial or otherwise, if any, in respect of each #iems of
(i) every director and the manager, if any;
(ii) every other key managerial personnel; and
(iii) relatives of the persons mentioned in-sldusesi) and {i);

(b) any other information and facts that may enable members to understand the meaninggdscope a
implications of the items of business and to take decision thereon.

(2) For the purposes of stgection (),0

(a) in the case of an annual general meeting, all business to be transacted thereat shall be deemed
special, other than

(i) the consideratiof financial statements and the reports of the Board of Directors and
auditors;

(i) the declaration of any dividend,;
(iii) the appointment of directors in place of those retiring;
(iv) the appointment of, and the fixing of the remuneration of, the asgénd
(b) in the case of any other meeting, all business shall be deemed to be special:

Provided that where any item of special business to be transacted at a meeting of the company relates
to or affects any other company, the extent of shareholdinggtiarthat other company of every promoter,
director, manager, if any, and of every other key managerial personnel of the first mentioned company shall,

if the extent of such shareholding is not less than two per cent. of thegpsitare capital of thabmpany,
also be set out in the statement.
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(3) Where any item of business refers to any document, which is to be considered at the meeting, the
time and place where such document can be inspected shall be specified in the statement undsub
section ().

(4) Where as a result of the ndisclosure or insufficient disclosure in any statement referred to in sub
section (), being made by a promoter, director, manager, if any, or other key managerial personnel, any
benefit which accrues taush promoter, director, manager or other key managerial personnel or their
relatives, either directly or indirectly, the promoter, director, manager or other key managerial personnel,
as the case may be, shall hold such benefit in trust for the companghalh without prejudice to any
other action being taken against him under this Act or under any other law for the time being in force, be
liable to compensate the company to the extent of the benefit received by him.

(5) Without prejudice to the prasions of suksection (4), if any default is made in complying with
the provisions of this section, every promoter, director, manager or other key managerial personnel of the
company who is in default shall be liable to a penalty of fifty thousand rupéiese times the amount of
benefit accruing to the promoter, director, manager or other key managerial personnel or any of his relatives,
whichever is higher.]

103. Quorum for meetingsd (1) Unless the articles of the company provide for a larger nuénber,
(@) in case of a public compady,

(i) five members personally present if the number of members as on the date of meeting is not
more than one thousand;

(i) fiteen members personally present if the number of members as on the date of meeting is
more than oa thousand but up to five thousand;

(i) thirty members personally present if the number of members as on the date of the meeting
exceeds five thousand;

(b) in the case of a private company, two members personally present, shall be the quorum for a
meetirg of the company.

(2) If the quorum is not present within halfrhour from the time appointed for holding a meeting of
the compan§

(a) the meeting shall stand adjourned to the same day in the next week at the same time and place,
or to such other date drsuch other time and place as the Board may determine; or

(b) the meeting, if called by requisitionists under section 100, shall stand cancelled:

Provided that in case of an adjourned meeting or of a change of day, time or place of meeting under
clause §), the company shall give not less than three days notice to the members either individually or by
publishing an advertisement in the newspapers (one in English and one in vernacular language) which is in
circulation at the place where the registered efé€the company is situated.

(3) If at the adjourned meeting also, a quorum is not present withamakbur from the time appointed
for holding meeting, the members present shall be the quorum.

104. Chairman of meeting® (1) Unless the articles of trempany otherwise provide, the members
personally present at the meeting shall elect one of themselves to be the Chairman thereof on a show of
hands.

(2) If a poll is demanded on the election of the Chairman, it shall be taken forthwith in accordance with
the provisions of this Act and the Chairman elected on a show of hands undecsab {) shall continue
to be the Chairman of the meeting until some other person is elected as Chairman as a result of the poll,
and such other person shall be the Chairfoathe rest of the meeting.

1. Subs. by Act 22 of 2019, s. 16, for ssdztion §) (w.e.f. 211-2018).
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105. Proxiesd (1) Any member of a company entitled to attend and vote at a meeting of the company
shall be entitled to appoint another person as a proxy to attend and vote at the meeting on his behalf:

Provided that a proxyhsil not have the right to speak at such meeting and shall not been titled to vote
except on a poll:

Provided further that, unless the articles of a company otherwise provide, tlEecsigm shall not
apply in the case of a company not having a shai&tap

Provided also that the Central Government may prescribe a class or classes of companies whose
members shall not be entitled to appoint another person as a proxy:

Provided also that a person appointed as proxy shall act on behalf of such membebear ofum
members not exceeding fifty and such number of shares as may be prescribed.

(2) In every notice calling a meeting of a company which has a share capital, or the articles of which
provide for voting by proxy at the meeting, there shall appear vagorable prominence a statement that
a member entitled to attend and vote is entitled to appoint a proxy, or, where that is allowed, one or more
proxies, to attend and vote instead of himself, and that a proxy need not be a member.

(3) If default is maderi complying with suksection ), every officer of the company who is in default
shall be'[liable to a penalty of five thousands rugees

(4) Any provision contained in the articles of a company which specifies or requires a longer period
than fortyeight hours before a meeting of the company, for depositing with the company or any other
person any instrument appointing a proxy or any other document necessary to show the validity or otherwise
relating to the appointment of a proxy in order that the appeint may be effective at such meeting, shall
have effect as if a period of forgight hours had been specified in or required by such provision for such
deposit.

(5) If for the purpose of any meeting of a company, invitations to appoint as proxy a pemunof
a number of persons specified in the invitations
to have a notice of the meeting sent to him and to vote thereat by proxy, every officer of the cpwipany
issues the invitation as afmaid or authorises or permits their issue, shall be liable to a penalty of fifty
thousand rupegs

Provided that an officer shall not Bdéiable] under this suisection by reason only of the issue to a
member at his request in writing of a form of appmient naming the proxy, or of a list of persons willing
to act as proxies, if the form or list is available on request in writing to every member entitled to vote at the
meeting by proxy.

(6) The instrument appointing a proxy sidall
(a) be in writing; and

(b) be signed by the appointer or his attorney duly authorised in writing or, if the appointer is a
body corporate, be under its seal or be signed by an officer or an attorney duly authorised by it.

(7) An instrument appointing a proxy, if in the form aayrbe prescribed, shall not be questioned on
the ground that it fails to comply with any special requirements specified for such instrument by the articles
of a company.

(8) Every member entitled to vote at a meeting of the company, or on any resolutiemtoved
thereat, shall be entitled during the period beginning twenty hours before the time fixed for the
commencement of the meeting and ending with the conclusion of the meeting, to inspect the proxies lodged,
at any time during the businesshoar§ t he company, provided not | es:
of the intention so to inspect is given to the company.

1.Subs.byAc 22 of 2019, s. 17, for Apunishabl e wi t1h2018). ne whi ch
2. Subs. by Act 29 of 2020, s. 21, for certain words (w.ef122020).
3.Subs. by s. 2dbid.,f or fApuni s h-a22028)0 (w.e. f. 21
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106. Restriction on voting rightsd (1) Notwithstanding anything contained in this Act, the articles of
a company may provide thab member shall exercise any voting right in respect of any shares registered
in his name on which any calls or other sums presently payable by him have not been paid, or in regard to
which the company has exercised any right of lien.

(2) A company shall ot, except on the grounds specified in-selotion (), prohibit any member from
exercising his voting right on any other ground.

(3) On a poll taken at a meeting of a company, a member entitled to more than one vote, or his proxy,
where allowed, or othgrerson entitled to vote for him, as the case may be, need not, if he votes, use all his
votes or cast in the same way all the votes he uses.

107. Voting by show of hand€l (1) At any general meeting, a resolution put to the vote of the meeting
shall, unless poll is demanded under section 109 or the voting is carried out electronically, be decided on
a show of hands.

(2) A declaration by the Chairman of the meeting of the passing of a resolution or otherwise by show
of hands under subection L) and an emy to that effect in the books containing the minutes of the meeting
of the company shall be conclusive evidence of the fact of passing of such resolution or otherwise.

108. Voting through electronic meansl The Central Government may prescribe the clastasses
of companies and manner in which a member may exercise his right to vote by the electronic means.

109. Demand for polld (1) Before or on the declaration of the result of the voting on any resolution
on show of hands, a poll may be ordered to kertdby the Chairman of the meeting on his own motion,
and shall be ordered to be taken by him on a demand made in thaibehalf,

(a) in the case a company having a share capital, by the members present in person or by proxy,
where allowed, and having noskethan ongenth of the total voting power or holding shares on which
an aggregate sum of not less than five lakh rupees or such higher amount as may be prescribed has beel
paidup; and

(b) in the case of any other company, by any member or memberstgreperson or by proxy,
where allowed, and having not less than-texeh of the total voting power.

(2) The demand for a poll may be withdrawn at any time by the persons who made the demand.

(3) A poll demanded for adjournment of the meeting or appointmieChairman of the meeting shall
be taken forthwith.

(4) A poll demanded on any question other than adjournment of the meeting or appointment of
Chairman shall be taken at such time, not being later thandiyity hours from the time when the demand
was made, as the Chairman of the meeting may direct.

(5) Where a poll is to be taken, the Chairman of the meeting shall appoint such number of persons, as
he deems necessary, to scrutinise the poll process and votes given on the poll and to repox thiereon t
in the manner as may be prescribed.

(6) Subject to the provisions of this section, the Chairman of the meeting shall have power to regulate
the manner in which the poll shall be taken.

(7) The result of the poll shall be deemed to be the decisitreaheeting on the resolution on which
the poll was taken.

110. Postal ballotd (1) Notwithstanding anything contained in this Act, a comg@any

(a) shall, in respect of such items of business as the Central Government may, by notification,
declare to be tramacted only by means of postal ballot; and

(b) may, in respect of any item of business, other than ordinary business and any business in respect
of which directors or auditors have a right to be heard at any meeting, transact by means of postal ballot,

in such manner as may be prescribed, instead of transacting such business at a general meeting:
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Provided that any item of business required to be transacted by means of postal ballot under
clause §), may be transacted at a general meeting @gnapany which is required to provide the facility
to members to vote by electronic means under section 108, in the manner provided in thdt section

(2) If a resolution is assented to by the requisite majority of the shareholders by means of postal ballot,
it shall be deemed to have been duly passed at a general meeting convened in that behalf.

111. Circul ati on 03f(1) meomgaeryrsisall onrresgsdionunt wiritmgh af such
number of members, as required in sectiond 00,

(a) give notice to mmbers of any resolution which may properly be moved and is intended to be
moved at a meeting; and

(b) circulate to members any statement with respect to the matters referred to in proposed resolution
or business to be dealt with at that meeting.

(2) A commany shall not be bound under this section to give notice of any resolution or to circulate any
statement unless

(a) a copy of the requisition signed by the requisitionists (or two or more copies which, between
them, contain the signatures of all the rsdignists) is deposited at the registered office of the
companyg

(i) in the case of a requisition requiring notice of a resolution, not less than six weeks before
the meeting;

(i) in the case of any other requisition, not less than two weeks beforedtemg; and

(b) there is deposited or tendered with the requisition, a sum reasonably sufficient to meet the
companybés expenses in giving effect thereto:

Provided that if, after a copy of a requisition requiring notice of a resolution has been depdbkited a
registered office of the company, an annual general meeting is called on a date within six weeks after the
copy has been deposited, the copy, although not deposited within the time required by-dhigtienb
shall be deemed to have been propeepasited for the purposes thereof.

(3) The company shall not be bound to circulate any statement as required byllafise (  sub
section {), if on the application either of the company or of any other person who claims to be aggrieved,
the Gentral Government, by order, declares that the rights conferred by this section are being abused to
secure needless publicity for defamatory matter.

(4) An order made under stgection 8) may also direct that the cost incurred by the company by virtue
of this section shall be paid to the company by the requisitionists, notwithstanding that they are not parties
to the application.

(5) If any default is made in complying with the provisions of this section, the company and every
officer of the company who is default shall be liable to a penalty of tweffitye thousand rupees.

112. Representation of President and Governors in meetings(1) The President of India or the
Governor of a State, if he is a member of a company, may appoint such person as ffie tthimétsas his
representative at any meeting of the company or at any meeting of any class of members of the company.

(2) A person appointed to act under sdztion ) shall, for the purposes of this Act, be deemed to be
a member of such a companydashall be entitled to exercise the same rights and powers, including the
right to vote by proxy and postal ballot, as the President or, as the case may be, the Governor could exercise
as a member of the company.

113. Representation of corporations at meietg of companies and of creditor® (1) A body
corporate, whether a company within the meaning of this Act or not,dnay,

1. The Poviso ins. by Act 1 of 2018, s. 29 (w.e.£22018).
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(a) if it is a member of a company within the meaning of this Act, by resolution of its Board of
Directors or other governing body, hatise such person as it thinks fit to act as its representative at
any meeting of the company, or at any meeting of any class of members of the company;

(b) if it is a creditor, including a holder of debentures, of a company within the meaning of this Act
by resolution of its directors or other governing body, authorise such person as it thinks fit to act as its
representative at any meeting of any creditors of the company held in pursuance of this Act or of any
rules made thereunder, or in pursuancehefgrovisions contained in any debenture or trust deed, as
the case may be.

(2) A person authorised by resolution under-sabtion {) shall be entitled to exercise the same rights
and powers, including the right to vote by proxy and by postal balldigloalf of the body corporate which
he represents as that body could exercise if it were an individual member, creditor or holder of debentures
of the company.

114. Ordinary and special resolutiong (1) A resolution shall be an ordinary resolution if théic®
required under this Act has been duly given and it is required to be passed by the votes cast, whether on a
show of hands, or electronically or on a poll, as the case may be, in favour of the resolution, including the
casting vote, if any, of the Chraian, by members who, being entitled so to do, vote in person, or where
proxies are allowed, by proxy or by postal ballot, exceed the votes, if any, cast against the resolution by
members, so entitled and voting.

(2) A resolution shall be a special resaatwherd

(a) the intention to propose the resolution as a special resolution has been duly specified in the
notice calling the general meeting or other intimation given to the members of the resolution;

(b) the notice required under this Act has been divgn; and

(c) the votes cast in favour of the resolution, whether on a show of hands, or electronically or on a
poll, as the case may be, by members who, being entitled so to do, vote in person or by proxy or by
postal ballot, are required to be not l&san three times the number of the votes, if any, cast against
the resolution by members so entitled and voting.

115. Resolutions requiring special noticéd. Where, by any provision contained in this Act or in the
articles of a company, special notice iguieed of any resolution, notice of the intention to move such
resolution shall be given to the company by such number of members holding not less than one per cent. of
total voting power or holding shares on which such aggregate sum not exceedingfingkds, as may
be prescribed, has been paija and the company shall give its members notice of the resolution in such
manner as may be prescribed.

116. Resolutions passed at adjourned meetifigWhere a resolution is passed at an adjourned
meeting od

(a) a company; or

(b) the holders of any class of shares in a company; or

(c) the Board of Directors of a company,

the resolution shall, for all purposes, be treated as having been passed on the date on which it was in fact
passed, and shall not be deemelawee been passed on any earlier date.

117. Resolutions and agreements to be filéd(1) A copy of every resolution or any agreement, in
respect of matters specified in ssdction 8) together with the explanatory statement under section 102, if
any, annexa to the notice calling the meeting in which the resolution is proposed, shall be filed with the
Registrar within thirty days of the passing or making thereof in such manner and with such fees as may be
prescribed***:

Provided that the copy of every r&gion which has the effect of altering the articles and the copy of
every agreement referred to in ssdxtion B8) shall be embodied in or annexed to every copy of the articles
issued after passing of the resolution or making of the agreement.

[(2) If any company fails to file the resolution or the agreement undesestiion (1) before the
expiry of the period specified therein, such company shall be liable to a penalty of ten thousand rupees and
in case of continuing failure, with a further penaltyoé hundred rupees for each day after the first during
which such failure continues, subject to a maximum of two lakh rupees and every officer of the company

1. The words and figures fiwithin the time spech20Bed under s
2. Subs. by Act 2 of 2020, s.22, for subsection ) (w.e.f. 2-12-2020).
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who is in default including liquidator of the company, if any, shall be liable to a penalty tfdesand
rupees and in case of continuing failure, with a further penalty of one hundred rupees for each day after the
first during which such failure continues, subject to a maximum of fifty thousand rupees

(3) The provisions of this section shall &ppd
(a) special resolutions;

(b) resolutions which have been agreed to by all the members of a company, but which, if not so
agreed to, would not have been effective for their purpose unless they had been passed as special
resolutions;

(c) any resolutia of the Board of Directors of a company or agreement executed by a company,
relating to the appointment,-eppointment or renewal of the appointment, or variation of the terms of
appointment, of a managing director;

(d) resolutions or agreements whichvhdeen agreed to by any class of members but which, if not
so agreed to, would not have been effective for their purpose unless they had been passed by a specified
majority or otherwise in some particular manner; and all resolutions or agreements \idgGtiety
bind such class of members though not agreed to by all those members;

1x * * * *

(f) resolutions requiring a company to be wound up voluntarily passed in pursugiseetidn 59
of the Insolvency and Bankruptcy Code, 2016 (31 of 2016)];

(g) resolutions passed in pursuance ofsettion 8) of section 173+

4IProvided that no person shall be entitled under section 399 to inspect or obtain copies of such
resolutions 7**]

®[Provided further that nothing contained in this clause spplyan respect of a resolution passed
to grant loans, or give guarantee or provide security in respect of loans underfilafuissubsection
(3) of section 179 in the ordinary course of its businegs by

(a) a banking company;

(b) any class of nofvarking financial company registered under Chapter 1lIB of the Reserve
Bank of India Act, 19342 of 1934) as may be prescribed in consultation with the Reserve Bank
of India;

(c) any class of housing finance company registered under the National Houskh@®&an
1987 (53 of 1987), as may be prescribed in consultation with the National Housing Bgnk; and

(h) any other resolution or agreement as may be prescribed and placed in the public domain.

118. Minutes of proceedings of general meeting, meeting of BoawtiDirectors and other meeting
and resolutions passed by postal balldi. (1) Every company shall cause minutes of the proceedings of
every general meeting of any class of shareholders or creditors, and every resolution passed by postal ballot
and every mdeng of its Board of Directors or of every committee of the Board, to be prepared and signed
in such manner as may be prescribed and kept within thirty days of the conclusion of every such meeting
concerned, or passing of resolution by postal ballot ink&dapt for that purpose with their pages
consecutively numbered.

(2) The minutes of each meeting shall contain a fair and correct summary of the proceedings thereat.

(3) All appointments made at any of the meetings aforesaid shall be included in thesnuhthe
meeting.

(4) In the case of a meeting of the Board of Directors or of a committee of the Board, the minutes shall
also contaif

1.Clause ¢) omitted by Act 1 of 2018, s. 30 (w.e.£5¢72018).

2 Subs. by Act 31 of 2016, s. 255 anbh-2Glé)e El event h Schedul
3 The word fAandodo omitt ed-5b0¢5).Act 21 of 2015, s. 9 (w.e.f. 2
4. Ins. by s. 9ibid. (w.e.f. 295-2015).

5. The f amdActlof@018, 5. 80dw.e.f-5-2018).

6.The proviso subs. by Act 29 of 2020, s. 22 (w.e.f122021).
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(a) the names of the directors present at the meeting; and
(b) in the case of each resolution passed at the medtamgatnes of the directors,
if any, dissenting from, or not concurring with the resolution.

(5) There shall not be included in the minutes, any matter which, in the opinion of the Chairman of the
meetingd

(a) is or could reasonably be regarded as defamaticany person; or
(b) is irrelevant or immaterial to the proceedings; or
(c) is detrimental to the interests of the company.

(6) The Chairman shall exercise absolute discretion in regard to the inclusiorn-iochusion of any
matter in the minutes ohe grounds specified in sigection ).

(7) The minutes kept in accordance with the provisions of this section shall be evidence of the
proceedings recorded therein.

(8) Where the minutes have been kept in accordance witsestilon () then, until the ontrary is
proved, the meeting shall be deemed to have been duly called and held, and all proceedings thereat to have
duly taken place, and the resolutions passed by postal ballot to have been duly passed and in particular, all
appointments of directorselt managerial personnel, auditors or company secretary in practice, shall be
deemed to be valid.

(9) No document purporting to be a report of the proceedings of any general meeting of a company
shall be circulated or advertised at the expense of the cgmyaless it includes the matters required by
this section to be contained in the minutes of the proceedings of such meeting.

(10) Every company shall observe secretarial standards with respect to general and Board meetings
specified by the Institute of @many Secretaries of India constituted under section 3 of the Company
Secretaries Act, 1980 (56 of 1980), and approved as such by the Central Government.

(1D If any default is made in complying with the provisions of this section in respect of any meeting
the company shall be liable to a penalty of tweitg thousand rupees and every officer of the company
who is in default shall be liable to a penalty of five thousand rupees.

(12) If a person is found guilty of tampering with the minutes of the pracgedf meeting, he shall
be punishable with imprisonment for a term which may extend to two years and with fine which shall not
be less than twendfjve thousand rupees but which may extend to one lakh rupees.

119. Inspection of minutebooks of general meting.d (1) The books containing the minutes of the
proceedings of any general meeting of a company or of a resolution passed by postal bailot, shall

(a) be kept at the registered office of the company; and

(b) be open, during business hours, to the inspedy any member without charge, subject to
such reasonable restrictions as the company may, by its articles or in general meeting, impose, so,
however, that not less than two hours in each business day are allowed for inspection.

(2) Any member shall bentitled to be furnished, within seven working days after he has made a request
in that behalf to the company, and on payment of such fees as may be prescribed, with a copy of any minutes
referred to in sulsection ().

(3) If any inspection under stgedion (1) is refused, or if any copy required under-seistion 2) is
not furnished within the time specified therein, the company shall be liable to a penalty offiwenty
thousand rupees and every officer of the company who is in default shall leettiadlpenalty of five
thousand rupees for each such refusal or default, as the case may be.

(4) In the case of any such refusal or default, the Tribunal may, without prejudice to any action being
taken under subection B), by order, direct an immediaitespection of the minutbooks or direct that the
copy required shall forthwith be sent to the person requiring it.

120. Maintenance and inspection of documents in electronic foréh.Without prejudice to any other
provisions of this Act, any document, recoregister, minutes, etd.,
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(a) required to be kept by a company; or

(b) allowed to be inspected or copies to be given to any person by a company under this Act, may
be kept or inspected or copies given, as the case may be, in electronic form in sughdfonanner
as may be prescribed.

121. Report on annual general meeting. (1) Every listed public company shall prepare in the
prescribed manner a report on each annual general meeting including the confirmation to the effect that the
meeting was convenedeld and conducted as per the provisions of this Act and the rules made thereunder.

(2) The company shall file with the Registrar a copy of the report referred to-gestibn () within
thirty days of the conclusion of the annual general meeting with f@@s as may be prescribed, or with
such additional fees as may be prescriied,

7[(3) If the company fails to file the report under sdztion R) before the expiry of the period specified
therein, such company shall be liable to a penalty of ddrerigpees and in case of continuing failure, with
a further penalty of five hundred rupees for each day after the first during which such failure continues,
subject to a maximum of five lakh rupees and every officer of the company who is in defauk siaalieb
to a penalty which shall not be less than twdivy thousand rupees and in case of continuing failure, with
a further penalty of five hundred rupees for each day after the first during which such failure continues,
subject to a maximum of oneklarupeeg.

122. Applicability of this Chapter to One Person Company (1) The provisions of section 98 and
sections 100 to 111 (both inclusive) shall not apply to a One Person Company.

(2) The ordinary businesses as mentioned under clajis# gubsectin (2) of section 102 which a
company, other than a One Person Company, is required to transact at its annual general meeting, shall be
transacted, in case of One Person Company, as provided-$estitn 8).

(3) For the purposes of section 114, any bessrwhich is required to be transacted at an annual general
meeting or other general meeting of a company by means of an ordinary or special resolution, it shall be
sufficient if, in case of One Person Company, the resolution is communicated by the nertimer
company and entered in the minutex®k required to be maintained under section 118 and signed and dated
by the member and such date shall be deemed to be the date of the meeting for all the purposes under this
Act.

(4) Notwithstanding anything irhts Act, where there is only one director on the Board of Director of
a One Person Company, any business which is required to be transacted at the meeting of the Board of
Directors of a company, it shall be sufficient if, in case of such One Person Caqrtipamngsolution by
such director is entered in the minubEok required to be maintained under section 118 and signed and
dated by such director and such date shall be deemed to be the date of the meeting of the Board of Directors
for all the purposes @er this Act.

CHAPTER VIII
DECLARATION AND PAYMENT OF DIVIDEND

123. Declaration of dividendd (1) No dividend shall be declared or paid by a company for any
financial year except

(a) out of the profits of the company for that year arrived at after prayiftin depreciation in
accordance with the provisions of ssiction @), or out of the profits of the company for any previous
financial year or years arrived at after providing for depreciation in accordance with the provisions of
that subsection and reaining undistributed, or out éfboth:]

1.The wor ds whthirdthetfimegs spexified,inder sectiond03omi t t ed by Awef 75-2068). 2018, s
2. Subs. by Act 22 d2019, s. 19, for subection 8) (w.e.f. 211-2018).
3.Subs. byAct10f2018s . 32, f owmef BDB20E8h ; or O
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YProvided that in computing profits any amount representing unrealised gains, notional gains or
revaluation of assets and any change in carrying amount of an asset or of a liability on measurement of the
asset ortte liability at fair value shall be excluded; or]

(b) out of money provided by the Central Government or a State Government for the payment of
dividend by the company in pursuance of a guarantee given by that Government:

Provided that a company may, beftine declaration of any dividend in any financial year, transfer
such percentage of its profits for that financial year as it may consider appropriate to the reserves of the
company:

Provided further that where, owing to inadequacy or absence of profisyiriinancial year, any
company proposes to declare dividend out of the accumulated profits earned by it in previous years and
[transferred by the company to the free reserves], such declaration of dividend shall not be made except in
accordance with sticrules as may be prescribed in this behalf:

Provided also that no dividend shall be declared or paid by a company from its reserves other than free
reserves:

’[Provided also that no company shall declare dividend unless carried over previous losses and
depreciation not provided in previous year or years are set off against profit of the company for the current
year.]

(2) For the purposes of claus® 6f subsection (), depreciation shall be provided in accordance with
the provisions of Schedule II.

4[(3) The Board of Directors of a company may declare interim dividend during any financial year or
at any time during the period from closure of financial year till holding of the annual general meeting out
of the surplus in the profit and loss account oradudrofits of the financial year for which such interim
dividend is sought to be declared or out of profits generated in the financial year till the quarter preceding
the date of declaration of the interim dividend:

Provided that in case the company hauired loss during the current financial year up to the end of
the quarter immediately preceding the date of declaration of interim dividend, such interim dividend shalll
not be declared at a rate higher than the average dividends declared by the compgngnhediately
preceding three financial yedrs.

(4) The amount of the dividend, including interim dividend, shall be deposited in a scheduled bank in
a separate account within five days from the date of declaration of such dividend.

(5) No dividend shalbe paid by a company in respect of any share therein except to the registered
shareholder of such share or to his order or to his banker and shall not be payable except in cash:

Provided that nothing in this st#ection shall be deemed to prohibit th@itaisation of profits or
reserves of a company for the purpose of issuing fully-ppidlonus shares or paying up any amount for
the time being unpaid on any shares held by the members of the company:

Provided further that any dividend payable in casly i@ paid by cheque or warrant or in any
electronic mode to the shareholder entitled to the payment of the dividend.

(6) A company which fails to comply with the provisions of sections 73 and 74 shall not, so long as
such failure continues, declare anyidend on its equity shares.

124. Unpaid Dividend Accountd (1) Where a dividend has been declared by a company but has not
been paid or claimed within thirty days from the date of the declaration to any shareholder entitled to the
payment of the dividendhé company shall, within seven days from the date of expiry of the said period
of thirty days, transfer the total amount of dividend which remains unpaid or unclaimed to a special account

1. The proviso insby Act 1 of 2018s. 32 (w.e.f. 2-2018).

2. Subs. by s. 32bid.,forit ransferred by t Be (cw280Enhy 9% o the reserve
3. The Provisoiis. by Act 21 02015, s. 10 (w.e.f. 28-2015).

4. Subs. by Act 1 of 2018, s. 32, for ssiction 8) (w.e.f. 32-2018).
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to be opened by the company in that behalf in any scheduled baek dalled the Unpaid Dividend
Account.

(2) The company shall, within a period of ninety days of making any transfer of an amount under sub
section {) to the Unpaid Dividend Account, prepare a statement containing the names, their last known
addresses arttie unpaid dividend to be paid to each person and place it on the website of the company, if
any, and also on any other website approved by the Central Government for this purpose, in such form,
manner and other particulars as may be prescribed.

(3) If any default is made in transferring the total amount referred to irssction () or any part
thereof to the Unpaid Dividend Account of the company, it shall pay, from the date of such default, interest
on so much of the amount as has not been transfertbe said account, at the rate of twelve per
cent. per annum and the interest accruing on such amount shall ensure to the benefit of the members of the
company in proportion to the amount remaining unpaid to them.

(4) Any person claiming to benétled to any money transferred under sation () to the Unpaid
Dividend Account of the company may apply to the company for payment of the money claimed.

(5) Any money transferred to the Unpaid Dividend Account of a company in pursuance of tlis secti
which remains unpaid or unclaimed for a period of seven years from the date of such transfer shall be
transferred by the company along with interest accrued, if any, thereon to the Fund established under
subsection () of section 125 and the egpany shall send a statement in the prescribed form of the details
of such transfer to the authority which administers the said Fund and that authority shall issue a receipt to
the company as evidence of such transfer.

(6) All shares in respect of whifldividend has not been paid or claimed for seven consecutive years
or more shall be] transferred by the company in the name of Investor Education and Protection Fund along
with a statement containing such details as may be prescribed:

Provided that any claiamt of shares transferred above shall be entitled to claim the transfer of shares
from Investor Education and Protection Fund in accordance with such procedure and on submission of such
documents as may be prescribed.

J[Explanationd For the removal of ddats, it is hereby clarified that in case any dividend is paid or
claimed for any year during the said period of seven consecutive years, the share shall not be transferred to
Investor Education and Protection Fund.]

(7) If a company fails to comply with grof the requirements of this section, the company shall be
punishable with fine which shall not be less than five lakh rupees but which may extend tefitveciatsh
rupees and every officer of the company who is in default shall be punishable withiateshall not be
less than one lakh rupees but which may extend to five lakh rupees.

125. Investor Education and Protection Fund (1) The Central Government shall establish a Fund
to be called the Investor Education and Protection Fund (herein refeaedhe Fund).

(2) There shall be credited to the Fdnd

(a) the amount given by the Central Government by way of grants after due appropriation made by
Parliament by law in this behalf for being utilised for the purposes of the Fund;

(b) donations givenathe Fund by the Central Government, State Governments, companies or any
other institution for the purposes of the Fund;

(c) the amount in the Unpaid Dividend Account of companies transferred to the Fund under sub
section b) of section 124;

(d) the anount in the general revenue account of the Central Government which had been
transferred to that account under saation b) of section 205A of the Companies Act, 1956 (1

1. Subs. byAct 21 of 2015, s. 1%, o r i u n paadmedidividand hasibedn transferred undersadtion ) s hal | also b
(w.e.f. 295-2015).
2. TheExplanationins. by s. 1libid. (w.e.f. 295-2015).
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of 1956), as it stood immediately before the commencement of the Casamendment) Act, 1999
(21 of 1999), and remaining unpaid or unclaimed on the commencement of this Act;

(e) the amount lying in the Investor Education and Protection Fund under section 205C of the
Companies Act, 1956 (1 of 1956);

(f) the interest or otlmeéncome received out of investments made from the Fund;

(g) the amount received under sséxction 4) of section 38;

(h) the application money received by companies for allotment of any securities and due for refund,;
(i) matured deposits with companiel@tthan banking companies;

(j) matured debentures with companies;

(K) interest accrued on the amounts referred to in clabyés );

() sale proceeds of fractional shares arising out of issuance of bonus shares, merger and
amalgamation for seven orore years;

(m) redemption amount of preference shares remaining unpaid or unclaimed for seven or more
years; and

(n) such other amount as may be prescribed:

Provided that no such amount referred to in clause®(() shall form part of the Fund unlesach
amount has remained unclaimed and unpaid for a period of seven years from the date it became due for
payment.

(3) The Fund shall be utilised fr

(@) the refund in respect of unclaimed dividends, matured deposits, matured debentures, the
applicationmoney due for refund and interest thereon;

() promotion of investorso6 education, awar ene

(c) distribution of any disgorged amount among eligible and identifiable applicants for shares or
debentures, shareholders, debenhaielers or depsitors who have suffered losses due to wrong
actions by any person, in accordance with the orders made by the Court which had ordered
disgorgement;

(d) reimbursement of legal expenses incurred in pursuing class action suits under sections 37 and
245 by menbers, debentusieolders or depositors as may be sanctioned by the Tribunal; and

(e) any other purpose incidental thereto,
in accordance with such rules as may be prescribed:

Provided that the person whose amounts referred to in cla)ses(d) of subsection @) of section
205C transferred to Investor Education and Protection Fund, after the expiry of the period of seven years
as per provisions of the Companies Act, 1956 (1 of 1956), shall be entitled to get refund out of the Fund in
respect of such dias in accordance with rules made under this section.

Explanationd The disgorged amount refers to the amount received through disgorgement or disposal
of securities.

(4) Any person claiming to be entitled to the amount referred irseabon 2) may applyto the
authority constituted under sigection §) for the payment of the money claimed.

(5) The Central Government shall constitute, by notification, an authority for administration of the Fund
consisting of a chairperson and such other members, na@dirgeseven 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 accordanceswgh rules as may be
prescribed.
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(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 maintgiasge 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 undeissghon §) to sped money out of the
Fund for carrying out the objects specified in-selotion 8).

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

(12) 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 accounttsfactivities 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 Audi®eneral of India to be laid before each Houe o
Parliament.

126. Right to dividend, rights shares and bonus shares to be held in abeyance pending registration
of transfer of sharesd Where any instrument of transfer of shares has been delivered to any company for
registration and the transfer of sutiages has not been registered by the company, it shall, notwithstanding
anything contained in any other provision of this Act,

(a) transfer the dividend in relation to such shares to the Unpaid Dividend Account referred to in
section 124 unless the compda authorised by the registered holder of such shares in writing to pay
such dividend to the transferee specified in such instrument of transfer; and

(b) keep in abeyance in relation to such shares, any offer of rights shares under&ladise (
subsection () of section 62 and any issue of fully paid bonus shares in pursuance of first proviso
to subsection b) of section 123.

127. Punishment for failure to distribute dividendsd Where a dividend has been declared by a
company but has nbten 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 defaulpir@shable 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 eigrégaen per ¢
per annum during the period for which such default continues:

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

(b) where a shareholdbas 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 divided 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 orattt@pthe company.
CHAPTER IX

ACCOUNTS OF COMPANIES

128. Books of account, etc., to be kept by compady(1) Every company shall prepare and keep at
its registered office books of account and other relevant books and papers and financial statement for ever
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
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branches and such books shall 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 whére slecision 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 subection (), if proper books of account relating to the transactions effedtiénx
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-gestibn {).

(3) The books of account and other books amemmaintained 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, maintained outsideritrg,
copies of such financial information shall be maintained and produced for inspection by any director subject
to such conditions as may be prescribed:

Provided that the inspection in respect of any subsidiary of the company shall be done tly by t
person authorised in this behalf by a resolution of the Board of Directors.

(4) Where an inspection is made under-sabtion 8), the officers and other employees of the company
shall give to the person making such inspection all assistance in connegitti the inspection which the
company may reasonably be expected to give.

(5) The books of account of every company relating to a period of not less than eight financial years
immediately preceding a financial year, or where the company had beendnesifir 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 ofrih@ngounder Chapter XIV,
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 whetiene director in charge of finance, the Chief Financial Officer
or any otheperson of a company charged by the Board with the duty of complying with the provisions of
this section, contravenes such provisions, such managing director;tw®idirector in charge of finance,
Chief Financial Officer or such other person of the pany shall be punishabl&™* with fine which shall
not be less than fifty thousand rupees but which may extend to five lakh ftijees

129. Financial statemen® (1) The financial statements shall give a true and fair view of the state of
affairs of thecompany or companies, comply with the accounting standards notified under section133 and
shall be in the form or forms as may be provided for different class or classes of companies in
Schedule 111

Provided that the items contained in suamamcial statements shall be in accordance with the
accounting standards:

Provided further that nothing contained in this-sebtion shall apply to any insurance or banking
company or any company engaged in the generation or supply of electricity, my tihar class of
company for which a form of financial statement has been specified in or under the Act governing such
class of company:

1. The words dAwith imprisonment for a term,wBli(wehf2Phy ext en
2020).
2. The words for wiikidh(w.bfo2tt1?-802@).mi tted by s. 24,
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Provided also that the financial statements shall not be treated as not disclosing a true and fair view of
the state baffairs of the company, merely by reason of the fact that they do not d&close

(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 Develkopathority 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 elearigitpatters 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 anual general meeting of a company, the Board of Directors of the company shall lay
before such meeting financial statements for the financial year.

1(3) Where a company has one or more subsidiaries or associate companies, it shall, in addition to
financial statements provided under ssdxrtion ), prepare a consolidated financial statement of the
company and of all the subsidiaries and associate companies in the same form and manner as that of its
own and in accordance with applicable accounting stasdargich shall also be laid before the annual
general meeting of the company along with the laying of its financial statement undectoh p):

Provided that the company shall also attach along with its financial statement, a separate statement
contaning the salient features of the financial statement of its subsidiary or subsidiaries and associate
company or companies in such form as may be prescribed:

Provided further that the Central Government may provide for the consolidation of accounts of
companies in such manner as may be prescribed.]

(4) The provisions of this Act applicable to the preparation, adoption and audit of the financial
statements of a holding company shalljtatis mutandisapply to the consolidated financial statements
referredto in subsection 8).

(5) Without prejudice to subection (), where the financial statements of a company do not comply
with the accounting standards referred to in-settion (), the company shall disclose in its financial
statements, the deviatiorofn 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 anylass 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 unconditionsliigject to such conditions as may
be specified in the notification.

(7) It a company contravenes the provisions of this section, the managing director, theimv&ole
director in charge of finance, the Chief Financial Officer or any other person dhrgjee 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 sfall not be less than fifty thousand rupees but which may extend to five lakh rupees, or
with both.

Explanationd For the purposes of this section, except where the context otherwise requires, any
reference to the financial statement shall include any rastesxed to or forming part of such financial
statement, giving information required to be given and allowed to be given in the form of such notes under
this Act.

1. Subs. by Act 1 of 2018, s. 33, for sabction 8) (w.e.f. 75-2018).
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1129A. Periodical financial resultsd The Central Government may, require such class or slagse
unlisted companies, as may be prescribed,

(a) to prepare the financial results of the company on such periodical basis and in such form as may
be prescribed,;

(b) to obtain approval of the Board of Directors and complete audit or limited review lof suc
periodical financial results in such manner as may be prescribed; and

(c) file a copy with the Registrar within a period of thirty days of completion of the relevant period
with such fees as may be prescribed.]
130.Reopeni ng of accounbsnah @¢lpAconpény shallmot pen its
books of account and not recast its financial statements, unless an application in this regard is made by the
Central Government, the Incorex authorities, the Securities and Exchange Board, any stitetory
regulatory body or authority or any person concerned and an order is made by a court of competent
jurisdiction or the Tribunal to the effect tBat

(i) the relevant earlier accounts were prepared in a fraudulent manner; or

(i) the affairs of theompany were mismanaged during the relevant period, casting a doubt on the
reliability of financial statements:

Provided that the court or the Tribunal, as the case may be, shall give notice to the Central
Government, the Incomimx authorities, the Sedties and Exchange Board or any other statutory
regulatory body or authority concernéfbr any other person concerned] and shall take into
consideration the representations, if any, made by that Government or the authorities, Securities and
Exchange Boardr the body or authoritgoncerned|or the other person concerned] before passing any
order under this section.

(2) Without prejudice to the provisions contained in this Act the accounts so revisedast tender
subsection () shall be final.

%[(3) No order shall be made under ssdxtion () in respect of r@pening of books of account relating
to a period earlier than eight financial years immediately preceding the current financial year:

Provided that where a direction has been issued by the C&uavarnment under the proviso to
subsection §) of section 128 for keeping of books of account for a period longer than eight years, the
books of account may be ordered to bepened within such longer period.]

131. Voluntary revisionoffnranci al st at e me n tdq1l) IbitrappBacs #orthd directorse p o r
of a company thét

(a) the financial statement of the company; or
(b) the report of the Board,

do not comply with the provisions of section 129 or section 134 they may prepare ifavéseial
statement or a revised report in respect of any of the three preceding financial years after obtaining approval
of the Tribunal on an application made by the company in such form and manner as may be prescribed and
a copy of the order passed ImetTribunal shall be filed with the Registrar:

Provided that the Tribunal shall give notice to the Central Government and the {taoenghorities
and shall take into consideration the representations, if any, made by that Government or the authorities
before passing any order under this section:

Provided further that such revised financial statement or report shall not be prepared or filed more than
once in a financial year:

1. Ins. by Act 29 of 2020, s. 25 (w.e.f.-222021).
2.Ins. byAct 1 of 20185s. 34(w.e.f. 92-2018).
3.Ins. by s. 34 ibid. (w.e.f. 92-2018).
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Provided also that the detailed reasons for revision of such financial statemneport shall also be
di sclosed in the Boardo6s report in the relevant

(2) Where copies of the previous financial statement or report have been sent out to members or
delivered to the Registrar or laimkfore the company in general meeting, the revisions must be confined
tod

(a) the correction in respect of which the previous financial statement or report do not comply with
the provisions of section 129 or section 134; and

(b) the making of any necesgatonsequential alternation.

(3) The Central Government may make rules as to the application of the provisions of this Act in
relation to revised financial statement or a revised director's report and such rules may, in particular

(a) make different progions according to which the previous financial statement or report are
replaced or are supplemented by a document indicating the corrections to be made;

(b) make provisions with respect to the functions of the company's auditor in relation to the revised
financial statement or report;

(c) require the directors to take such steps as may be prescribed.

132. Constitution of Natioral Financial Reporting Authority. d (1) The Central Government may,
by notification, constitute a National Financial Reporting Autijoto provide for matters relating to
accounting and auditing standards under this Act.

(1A) The National Financial Reporting Authority shall perform its functions through such divisions
as may be prescribed.]

(2) Notwithstanding anything contained imyaother law for the time being in force, the National
Financial Reporting Authority shall

(a) make recommendations to the Central Government on the formulation and laying down of
accounting and auditing policies and standards for adoption by compariesof companies or
their auditors, as the case may be;

(b) monitor and enforce the compliance with accounting standards and auditing standards in such
manner as may be prescribed;

(c) oversee the quality of service of the professions associated withramcompliance with such
standards, and suggest measures required for improvement in quality of service and such other related
matters as may be prescribed; and

(d) perform such other functions relating to claus@s(b) and €) as may be prescribed.

(3) The National Financial Reporting Authority shall consist of a chairperson, who shall be a person of
eminence and having expertise in accountancy, auditing, finance or law to be appointed by the Central
Government and such other members not exceedtegrii consisting of pattme and fulltime members
as may be prescribed:

Provided that the terms and conditions and the manner of appointment of the chairperson and members
shall be such as may be prescribed:

Provided further that the chairperson and mersishall make a declaration to the Central Government
in the prescribed form regarding no conflict of interest or lack of independence in respect of his or their
appointment:

Provided also that the chairperson and members, who are -tinfellemploymentwith National
Financial Reporting Authority shall not be associated with any audit firm (including related consultancy
firms) during the course of their appointment and two years after ceasing to hold such appointment.

1. Ins. by Act 22 of 2019, s. 20 (w.e.f.-85019).

89



1(3A) Each division of the NationdFinancial Reporting Authority shall be presided over by the
Chairperson or a fulime Member authorized by the Chairperson

(3B) There shall be an executive baafythe National Financial Reporting Authority consisting of the
Chairperson and fulime Menbers of such Authority for efficient discharge of its functions under
subsection @) [other than clause] and subksection 4§).]

(4) Notwithstanding anything contained in any other law for the time being in force, the National
Financial Reprting Authority shald

(@) have the power to investigate, eittseio motuor on a reference made to it by the Central
Government, for such class of bodies corporate or persons, in such manners may be prescribed into the
matters of professional or othersononduct committed by any member or firm of chartered accountants,
registered under the Chartered Accountants Act, 1949 (38 of 1949):

Provided that no other institute or body shall initiate or continue any proceedings in such matters
of misconduct where ghNational Financial Reporting Authority has initiated an investigation under
this section;

(b) have the same powers as are vested in a civil court under the Code of Civil Procedure, 1908
(5 of 1908), while trying a suit, in respect of the follogzimatters, namel®:

(i) discovery and production of books of account and other documents, at such place and at
such time as may be specified by the National Financial Reporting Authority;

(i) summoning and enforcing the attendance of persons and exathi@ma@n oath;

(iii) inspection of any books, registers and other documents of any person referred to in clause
(b) at any place;

(iv) issuing commissions for examination of witnesses or documents;
(c) where professional or other misconduct is proved, tav@ower to make order for
(A) imposing penalty @
() not less than one lakh rupees, but which may extend to five times of the fees received,
in case of individuals; and

(I not less thatfive lakh rupees], but which may extend to ten times ofehe received,
in case of firms;

?[(B) debarring the member or the firm frém

I. being appointed as an auditor or internal auditor or undertaking any audit in respect t of
financial statements or internal audit of the functions and activities of any cgropdaady
corporate; or

II. performing any valuation as provided under section 247,

for a minimum period of six months or such higher period not exceeding ten years as may be
determined by the National Financial Reporting Authority.]

Explanationd For the mrposes of this subection, the expressidprofessional or other miscondact
shall have the same meaning assigned to it under section 22 of the Chartered Accountants Act, 1949 (38
of 1949).

(5) Any person aggrieved by any order of the Nationabiamal Reporting Authority issued under
clause €) of subsection 4), may prefer an appeal befoféhe Appellate Tribunal in such manner and on
payment of such fee as may be prescribed].

A% * * * *

1. Subs. by Act 1 of 2@&B922&8). 35, for fAten |l akh rupeeso

2. Subs. by Act 22 of 2019, s. 20, for stlbuse ) (w.e.f 158-2019).

3.Subs. bys. 35bid.,f or At he Ap pcenstituted undersubbction @) in sugh mannerasmayber escri bedo ( w
9-2-2018).

4. Subsections §), (7), (8) ard (9) omitted by s. 35bid. (w.e.f. 32-2018).
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(10) The National Financial Reporting Authorghall meet at such times and places and shall observe
such rules of procedure in regard to the transaction of business at its meetings in such manner as may be
prescribed.

(1)) The Central Government may appoint a secretary and such other employeasyasansider
necessary for the efficient performance of functions by the National Financial Reporting Authority under
this Act and the terms and conditions of service of the secretary and employees shall be such as may be
prescribed.

(12) The head office fothe National Financial Reporting Authority shall be at New Delhi and the
National Financial Reporting Authority may, meet at such other places in India as it deems fit.

(13) The National Financial Reporting Authority shall cause to be maintained suks @oaccount
and other books in relation to its accounts in such form and in such manner as the Central Government may,
in consultation with the Comptroller and AudiGeneral of India prescribe.

(14) The accounts of the National Financial Reporting Atiti shall be audited by the Comptroller
and AuditorGeneral of India at such intervals as may be specified by him and such accounts as certified
by the Comptroller and AuditeBeneral of India together with the audit report thereon shall be forwarded
anrually to the Central Government by the National Financial Reporting Authority.

(15) The National Financial Reporting Authority shall prepare in such form and at such time for each
financial year as may be prescribed its annual report giving a full agufdtsactivities 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 Augéneral of India to be laid before
each Hous of Parliament.

133. Central Government to prescribe accounting standardd.The Central Government may
prescribe the standards of accounting or any addendum thereto, as recommended by the Institute of
Chartered Accountants of India, constituted underae&iof the Chartered Accountants Act, 1949 (38
of 1949), in consultation with and after examination of the recommendations made by the National
Financial Reporting Authority:

Provided that until the National Financial Reporting Authority is tiarted under section 132 of the
Companies Act, 2013 (18 of 2013), the Central Government may prescribe the standards of accounting or
any addendum thereto, as recommended by the Institute of Chartered Accountants of India, constituted
under section 3 ofhe Chartered Accountants Act, 1949 (38 of 1949), in consultation with and after
examination of the recommendations made by National Advisory Committee on Accounting Standards
constituted under section 210A of the Companies Act, 1956 (1 of 1956).]

134.Finnci al st at ement 9 A)raerfichical statement, includingeconsolidated
financial statement, if any, shall be approved by the Board of Directors before they are signed on behalf of
the Board by the chairperson of the company wheres hathorised by the Board or by two directors out
of which one shall be managing director, if any, and the Chief Executive Officer, the Chief Financial Officer
and the company secretary of the company, wherever they are appointed, or in the case afdbine Per
Company, only by one director, for submission to the auditor for his report thereon.]

20 The auditorsé report shalll be attached to evel

(3) There shall be attached to statements laid before a company in general meetingbg itspBoiard of
Directors, which shall include

3[(a) the web address, if any, where annual return referred to isestion 8) of section 92 has been

placed;]
(b) number of meetings of the Board,;
(¢ Directorsdé Responsibility Statement;

4[(ca) details i respect of frauds reported by auditors undersadion {2) of section 143 other than
those which are reportable to the Central Government;]
(d) a statement on declaration given by independent directors undeectidn 6) of section 149;

1. Ins. bynotification No. S.O. 1227(E), dated 29th March, 2@d6e.f 1-4-2015).
2. Subs. by Act 1 of 2018, s. 36, sséction {) (w.e.f. 317-2018).

3. Subs. by s. 36bid., for claused) (w.e.f. 317-2018).

4. Ins. by Act 21 of 2015, s. 12 (w.e.f.-3R2015).
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(e) in caseof a company covered under ssctionl) of section 178, company
appointment and remuneration including criteria for determining qualifications, positive attributes,
independence of a director and other matters provided undsestibn 8) of section 178;

() explanations or comments by the Board on every qualification, reservation or adverse remark or
disclaimer madé

(i) by the auditor in his report; and
(ii) by the company secretary in practice in his secretarial audit report;

(9) particulars of loans, guarantees or investments under section 186;

(h) particulars of contracts or arrangements with related parties referred tesaddidn {) of section
188 in the prescribed form;

) the state of the companyds affairs;

()) theamounts, if any, which it proposes to carry to any reserves;

(K) the amount, if any, which it recommends should be paid by way of dividend;

(I) material changes and commitments, if any, affecting the financial position of the company which
have occurred iereen the end of the financial year of the company to which the financial statements relate
and the date of the report;

(m) the conservation of energy, technology absorption, foreign exchange earnings and outgo, in such
manner as may be prescribed;

(n) a gatement indicating development and implementation of a risk management policy for the
company including identification therein of elements of risk, if any, which in the opinion of the Board may
threaten the existence of the company;

(o) the details abouthe policy developed and implemented by the company incorporate social
responsibility initiatives taken during the year;

(p) in case of a listed company and every other public company having sualppstidre capital as
may be prescribed, a statement @ading the manner in which formafannual evaluation of the
performance of the Board, its Committees and of individual directors has been made];

(g) such other matters as may be prescribed:

J[Provided that where disclosures referred to in thissaationhave been included in the financial
statements, such disclosures shall be referred to instead of being repeated in the Board's report:

Provided further that where the policy referred to in clause (e) or clause (0) is made available on
company's websitef any, it shall be sufficient compliance of the requirements under such clauses if the
salient features of the policy and any change therein are specified in brief in the Board's report and the web
address is indicated therein at which the complete pisliayailable.]
3[(3A) The Central Government may prescribe an abridged Board's report, for the purpose of compliance

with this section by One Person Company or small company.]

(4) The report of the Board of Directors to be attached to the financial stdatenter this section shall, in
case of a One Person Company, mean a report containing explanations or commengohydttom every
qualification, reservation or adverse remark or disclaimer made by the auditor in his report

(5 The Dir e cititpStaedentRedesrqn toim lauby O6f subsection 8) shall state thét

(a) in the preparation of the annual accounts, the applicable accounting standards had been followed
along with proper explanation relating to material departures;

(b) the diretors had selected such accounting policies and applied them consistently and made
judgments and estimates that are reasonable and prudent so as to give a true and fair view of the state
of affairs of the company at the end of the financial year and girti and loss of the company for
that period,;

(c) the directors had taken proper and sufficient care for the maintenance of adequate accounting
records in accordance with the provisions of this Act for safeguarding the assets of the company and
for preventing and detecting fraud another irregularities;

(d) the directors had prepared the annual accounts on a going concern basis; and

(e) the directors, in the case of a listed company, had laid down internal financial controls to be
followed by the companyna that such internal financial controls are adequate and were operating
effectively.

1. Subs. by Act 1 of 2018, s. 36 o r fifannual eval uation has been made by the
commi ttees and indiwR2d8.al directorso (w.e.f. 31

2. The provisos ins. by s. 3®jd., (w.e.f. 317-2018).

3. Subsection 8A) ins. by s. 36ibid., (w.e.f. 317-2018).
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Explanationd For the purposes of this clause, the téimernal financial controsmeans the

policies and procedures adopted by the company for ensuring the ordedifiaiett conduct of its

business, including adherence to companyds pol

detection of frauds and errors, the accuracy and completeness of the accounting records, and the timely
preparation of reliakl financial information;

(f) the directors had devised proper systems to ensure compliance with the provisions of all
applicable laws and that such systems were adequate and operating effectively.

(6) The Boardbs report a n d -sectioy 8) ahalhbe xsignecetsy itst h e r
chairperson of the company if he is authorised by the Board and where he is not so authorised, shall be
signed by at least two directors, one of whom shall be a managing director, or by the director where there
is one diector.

(7) A signed copy of every financial statement, including consolidated financial statement, if any, shall
be issued, circulated or published along with a copy edth of

(a) any notes annexed to or forming part of such financial statement;
(bythead i t or 6s report; and
(¢ the Boardodés r esqetionB. referred to in sub

1(8) If a company is in default in complying with the provisions of this section, the company shall be
liable to a penalty of three lakh rupees and every officer of the companigwhdefault shall be liable to
a penalty of fifty thousand rupegs

135. Corporate Social Responsibilityd (1) Every company having net worth of rupees five hundred
crore or more, or turnover of rupees one thousand crore or more or a net profit sffiugoesore or more
during gthe immediately preceding financial year] shall constitute a Corporate Social Responsibility
Committee of the Board consisting of three or more directors, out of which at least one director shall be an
independent director:

[Provided that where a company is not required to appoint an independent director uisdetionb
(4) of section 149, it shall have in its Corporate Social Responsibility Committee two or more directors.]

(2) The Board's report under sgbction 8) of section 134 shall disclose the composition of the
Corporate Social Responsibility Committee.

(3) The Corporate Social Responsibility Committee shall,

(a) formulate and recommend to the Board, a Corporate Social Responsibility Policy which shall

indicate theactivities to be undertaken by the compéyareas or subject, specified in Schedule VII];

(b) recommend the amount of expenditure to be incurred on the activities referred to in@tause (
and

(c) monitor the Corporate Social Responsibility Policyhaf company from time to time.
(4) The Board of every company referred to in-sebtion {) shall®

(a) after taking into account the recommendations made by the Corporate Social Responsibility

Committee, approve the Corporate Social Responsibility yfdicthe company and disclose contents

of such Policy in its report and also place it

be prescribed; and

(b) ensure that the activities as are included in Corporate Social Responsibility Poliey of th
company are undertaken by the company.

(5) The Board of every company referred to in-sebtion {), shall ensure that the company spends,
in every financial year, at least two per cent. of the average net profits of the company made during the
three inmediately preceding financial yea?gr where the company has not completed the period of three
financial years since its incorporation, during such immediately preceding financialipgawsjuance of
its Corporate Social Responsibility Policy:

Provided that the company shall give preference to the local area and areas around it where it operates,
for spending the amount earmarked for Corporate Social Responsibility activities:

Provided further that if the company fails to spend such amount, the Boafidin its report made
under clauseqd) of subsection 8) of section 134, specify the reasons for not spending the arfjandt

1. Subs. by Act 29 of 2020, s. 26, for ssdrtion 8) (w.e.f. 2£12-2020).

2. Subs. by Act 1 0of 2018,s.37or fiany fi nan-@208). yearo (w.e.f. 19
3. The proviso ins. by s. 3ihid., (w.e.f. 199-2018).

4. Subs. by s. 37bid. , & specifiéd in Schedule \dl(w.e.f. 199-2018).

5. Ins. by Act 22 of 2019, s. 21 (w.e.f.-852019).
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unless the unspent amount relates to any ongoing project referred tesgcsiol 6), transfer such unspent
amount to &und specified in Schedule VII, within a period of six months of the expiry of the financial
years].

Provided also that if the company spends an amount in excess of the requirements provided under this
subsection, such company may set off such excessiatragainst the requirement to spend under this sub
section for such number of succeeding financial years and in such manner, as may be prescribed.]

(6) Any amount remaining unspent under sgation (5), pursuant to any ongoing project, fulfilling
suchconditions as may be prescribed, undertaken by a company in pursuance of its Corporate Social
Responsibility Policy, shall be transferred by the company within a period of thirty days from the end of
the financial year to a special account to be openg¢lddogompany in that behalf for that financial year in
any scheduled bank to be called the Unspent Corporate Social Responsibility Account, and such amount
shall be spent by the company in pursuance of its obligation towards the Corporate Social REgponsibi
Policy within a period of three financial years from the date of such transfer, failing which, the company
shall transfer the same to a Fund specified in Schedule VII, within a period of thirty days from the date of
completion of the third financialear.

2[(7) If a company is in default in complying with the provisions of-sabtion b) or subsection 6),
the company shall be liable to a penalty of twice the amount required to be transferred by the company to
the Fund specified in Schedule VII orttUnspent Corporate Social Responsibility Account, as the case
may be, or one crore rupees, whichever is less, and every officer of the company who is in default shall be
liable to a penalty of ontenth of the amount required to be transferred by the aoyn such Fund
specified in Schedule VII, or the Unspent Corporate Social Responsibility Account, as the case may be, or
two lakh rupees, whichever is less.]

(8 The Central Government may give such general or special directions to a company or class of
companies as it considers necessary to ensure compliance of provisions of this section and such company
or class of companies shall comply with such direct]ons.

3[(9) Where the amount to be spent by a company undesesttton §) does not exceed fifty ké
rupees, the requirement under sdation {) for constitution of the Corporate Social Responsibility
Committee shall not be applicable and the functions of such Committee provided under this section shall,
in such cases, be discharged by the Boardrefcibrs of such company.]

‘[Explanationd For the purposes of this sectiéinet profit shall not include such sums as may be
prescribed, and shall be calculated in accordance with the provisions of sectjon 198.

136. Right of member to copies of auditedifancial statementd (1) >*** a copy of the financial
statement s, including consolidated financial St e
required by law to be annexed or attached to the financial statements, which are to berkaal dmfpany
in its general meeting, shall be sent to every member of the company, to every trustee for the debenture
holder of any debentures issued by the company, and to all persons other than such member or trustee,
being the person so entitled, natdehan twentpne days before the date of the meeting:

®[Provided that if the copies of the documents are sent less than-omentiays before the date of the
meeting, they shall, notwithstanding that fact, be deemed to have been duly sent if itdtecdbrgembeds

(a) holding, if the company has a share capital, majority in number entitled to vote and who represent
not less than ninetfive per cent. of such part of the paig share capital of the company as gives a
right to vote at the meeting; or

(b) having, if the company has no share capital, not less than-fiireeper cent. of the total voting power
exercisable at the meeting:

Provided further thain the case of a listed company, the provisions of thissegkion shall be deemed
to be complied with, if the copies of the documents are made available for inspection at its registered office

1. The Proviso ins. by Act 29 of 2020, s. 27 (w.e.£122021).

2. Subs. byAct 29 of 2020,s. 27, for subsection (7Xw.e.f. 221-2021).

3. Ins. by s. 27ibid. (w.e.f. 221-2021).

4. Subs. byAct 1 of 2018, s. 37 for theExplanation(w.e.f. 199-2018).

5, The words and figumpe®vii Wi tormtsutofpls«is;caﬁsﬂhmbctv\eeitenztimbem tted by
6. Subshys. 38,ibid.,f or fAProvi de®&018.hat o ( w. . f
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during working hours for a period of twentye days before the date of the meeting and a statement
containing the salient features of such documentsamptescribed form or copies of the documents, as the
company may deem fit, is sent to every member of the company and to every trustee for the holders of any
debentures issued by the company not less than tweetglays before the date of the meetingsmthe
shareholders ask for full financial statements:

YProvided also] that the Central Government may prescribe the manner of circulation of financial
statements of companies having such net worth and turnover as may be prescribed:

Provided alsahat alisted company shall also place its financial statements including consolidated
financial statements, if any, and all other documents required to be attached
thereto, on its website, which is maintained by or on behalf of the company:

[Provided also thatvery listed company having a subsidiary or subsidiaries shall place separate audited
accounts in respect of each of subsidiary on its website, if any:

Provided also that a listed company which has a subsidiary incorporated outside India (herein referred
to asfiforeign subsidiarg)d

(a) where such foreign subsidiary is statutorily required to prepare consolidated financial statement
under any law of the country of its incorporation, the requirement of this proviso shall be met if
consolidated financialatement of such foreign subsidiary is placed on the website of the listed company;

(b) where such foreign subsidiary is not required to get its financial statement audited under any law
of the country of its incorporation and which does not get such falatatement audited, the holding
Indian listed company may place such unaudited financial statement on its website and where such
financial statement is in a language other than English, a translated copy of the financial statement in
English shall alsbe placed on the website.

(2) A company shall allow every member or trustee of the holder of any debentures issued by the
company to inspect the documents stated undesection {) at its registered office during business hours.

[Provided that everyampany having a subsidiary or subsidiaries shall provide a copy of separate
audited or unaudited financial statements, as the case may be, as prepared in respect of each of its subsidian
to any member of the company who asks for it.]

(3) If any default isnade in complying with the provisions of this section, the company shall be liable
to a penalty of twentfive thousand rupees and every officer of the company who is in default shall be
liable to a penalty of five thousand rupees.

137. Copy of financialstatement to be filed with Registrard (1) A copy of the financial statements
including consolidated financial statement, if any, along with all the documents which are required to be or
attached to such financial statements under this Act, duly adopted ahnual general meeting of the
company, shall be filed with the Registrar within thirty days of the date of annual general meeting in such
manner, with such fees or additional fees as may be presétted

Provided that where the financial statemamiger subsection {) are not adopted at annual general
meeting or adjourned annual general meeting, such unadopted financial statements along with the required
documents under stdection () shall be filed with the Registrar within thirty days of théedaf annual
general meeting and the Registrar shall take them in his records as provisional till the financial statements
are filed with him after their adoption in the adjourned annual general meeting for that purpose:

Provided further that financial seaments adopted in the adjourned annual general meeting shall be
filed with the Registrar within thirty days of the date of such adjourned annual general meeting with such
fees or such additional fees as may be presctitsed

Provided also that a One Ben Company shall file a copy of the financial statements duly adopted by
its member, along with all the documents which are required to be attached to such financial statements,
within one hundred eighty days from the closure of the financial year:

1. Subs. byAct10f2018,s. 38, for AProwkd&®.d furthero (w.e.f. 9

2. Subs. by s. 38bid., for theFourthproviso (w.e.f. 92-2018).

3. The provisans. by s. 38ibid. (w.e.f. 9-2-2018).

4. The words and figures dAwithin td39,bidjwef 76-p088.i fi ed under s
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Provided also that a company shall, along with its financial statements to be filed with the Registrar,
attach the accounts of its subsidiary or subsidiaries which have been incorporated outside India and which
have not established their place of business ialnd

Provided also that in the case of a subsidiary which has been incorporated outside India (herein
referred to asforeign subsidiarg), which is not required to get its financial statement audited under any
law of the country of its incorporation amhich does not get such financial statement audited, the
requirements of the fourth proviso shall be met if the holding Indian company files such unaudited financial
statement along with a declaration to this effect and where such financial statemenkaisgnage other
than English, along with a translated copy of the financial statement in English.]

(2) Where the annual general meeting of a company for any year has not been held, the financial
statements along with the documents required to be attaclded suksection (), duly signed along with
the statement of facts and reasons for not holding the annual general meeting shall be filed with the Registrar
within thirty days of the last date before which the annual general meeting should have beew held
such manner, with such fees or additional fees as may be presttibed

(3) If a company fails to file the copy of the financial statements undesesttion ) or sub
section R), as the case may be, before the expinhefferiod specifiedtherein] the company shall be
4liable to a penaltydf °[ten thousand rupees and in case of continuing failure, with a further penalty of one
hundred rupees for each day during which such failure continues, subject to a maximadakiitwpee$
and the managing director and the Chief Financial Officer of the company, if any, and, in the absence of
the managing director and the Chief Financial Officer, any other director who is charged by the Board with
the responsibility of compigg with the provisions of this section, and, in the absence of any such director,
all the directors of the company, shall®ehall be liable to a penalty §tenthousandupee$ and in case
of continuing failure, with a further penalty of one hundnggkes for each day after the first during which
such failure continues, subject to a maximurf{fifty thousandrupeeg

138. Internal audit.d (1) Such class or classes of companies as may be prescribed shall be required
to appoint an internal auditor, wishall either be a chartered accountant or a cost accountant, or such
other professional as may be decided by the Board to conduct internal audit of the functions and activities
of the company.

(2) The Central Government may, by rules, prescribe the mamaethe intervals in which the internal
audit shall be conducted and reported to the Board.
CHAPTER X

AUDIT AND AUDITORS

139. Appointment of auditorsd (1) Subject to the provisions of this Chapter, every company shall,
at the first annual general meetjrgpoint an individual or a firm as an auditor who shall hold office from
the conclusion of that meeting till the conclusion of its sixth annual general meeting and thereatfter till the
conclusion of every sixth meeting and the manner and procedure cff@elsf auditors by the members
of the company at such meeting shall be such as may be prescribed:

9% * * * *

Provided further that before such appointment is made, the written consent of the auditor to such
appointment, and a certificate from hanit that the appointment, if made, shall be in accordance with the
conditions as may be prescribed, shall be obtained from the auditor:

1. The proviso ins. by Act 1 of 2018, s. 39 (w.e-56-2018).
2 The words and f|guressnevyltllImlnn4'05t339dnmn(wmfe7-§20®&ylf|ed under
3. Subs. by s. 39bid.,f or fAi n sect52§)18)403o (w. e. f.
4.Subs. by Act 22 of 2019, .-112@18). f or npunlshable with fine
5 Subs. by Act 29 ofd rapﬁez for, evew day duBing whicb the féilarencentirtuds dut whicn shall not
be more than ten-1P-20%0p rupeeso (w.e.f. 21
6. Subs. byAct 22 0f2019s . 22, for Apunishable with imprisonment for a
which shall not be |l ess than one | akh rupees DBblI-P018hi ch may
7. Subs. by Act 29 of 2020, -1%202028, for fAone |l akh rupeeso (W
8. Subs. by s. 28bid.,f or l&khri wee es 0 -12-2020¢ . f . 21
9. The first proviso omitted by Act df 2018,s. 40 (w.e.f. 75-2018).
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Provided also that the certificate shall also indicate whether the auditor satisfies the criteria provided in
section141:

Provided also that the company shall inform the auditor concerned of his or its appointment, and also
file a notice of such appointment with the Registrar within fifteen days of the meeting in which the auditor
is appointed.

Explanationd For the purpses of this Chaptefiappointmert includes reappointment.

(2) No listed company or a company belonging to such class or classes of companies as may be
prescribed, shall appoint or-eg@poin®

(a) an individual as auditor for more than one term of fieesecutive years; and

(b) an audit firm as auditor for more than two terms of five consecutive years:
Provided thai

(i) an individual auditor who has completed his term under clayshéll not be eligible for
re-appointment as auditor in the same conyp@r five years from the completion of his term;

(ii) an audit firm which has completed its term under clabjsslifall not be eligible for Te
appointment as auditor in the same company for five years from the completion of such term:

Providedfurther that as on the date of appointment no audit firm having a common partner or partners
to the other audit firm, whose tenure has expired in a company immediately preceding the financial year,
shall be appointed as auditor of the same company fai@dp five years:

Provided also that every company, existing on or before the commencement of this Act which is
required to comply with the provisions of this ssdxrtion, shall comply with requirement of this -sub
section within a perioavhich shall not be later than the date of the first annual general meeting of the
company held, within the period specified under-seattion {) of section 96, after three years from the
date of commencement of this Act:]

Provided also that, nothing coirtad in this suksection shall prejudice the right of the company to
remove an auditor or the right of the auditor to resign from such office of the company.

(3) Subject to the provisions of this Act, members of a company may resolve to provide that

(@) in the audit firm appointed by it, the auditing partner and his team shall be rotated at such
intervals as may be resolved by members; or

(b) the audit shall be conducted by more than one auditor.

(4) The Central Government may, by rules, prescribe the emanrwhich the companies shall rotate
their auditors in pursuance of sséction ).

Explanationd For the purposes of this Chapter, the wéfidmo shall include a limited liability
partnership incorporated under the Limited Liability Partnership A€i8 26 of 2009).

(5) Notwithstanding anything contained in sséxction (), in the case of a Government company or
any other company owned or controlled, directly or indirectly, by the Central Government, or by any State
Government or Governments, or parby the Central Government and partly by one or more State
Governments, the Comptroller and Auditeeneral of India shall, in respect of a financial year, appoint an
auditor duly qualified to be appointed as an auditor of companies under this Act, avjtkitod of one
hundred and eighty days from the commencement of the financial year, who shall hold office till the
conclusion of the annual general meeting.

(6) Notwithstanding anything contained in ssiction (), the first auditor of a company, othbah a
Government company, shall be appointed by the Board of Directors within thirty days from the date of
registration of the company and in the case of failure of the Board to appoint such auditor, it shall inform
the members of the company, who shallhivi ninety days at an extraordinary general meeting appoint
such auditor and such auditor shall hold office till the conclusion of the first annual general meeting.

1. Subs. by natification No. S.O. 2264(E), dated 30th June,, 20d.8e proviso (w.e.f-4-2014).
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(7) Notwithstanding anything contained in sséction () or subsection ), in the caseof a
Government company or any other company owned or controlled, directly or indirectly, by the Central
Government, or by any State Government, or Governments, or partly by the Central Government and partly
by one or more State Governments, the firsttaudihall be appointed by the Comptroller and Auditor
General of India within sixty days from the date of registration of the company and in case the Comptroller
and AuditorGeneral of India does not appoint such auditor within the said period, the Bdairdaiors
of the company shall appoint such auditor within the next thirty days; and in the case of failure of the Board
to appoint such auditor within the next thirty days, it shall inform the members of the company who shall
appoint such auditor withitme sixty days at an extraordinary general meeting, who shall hold office till the
conclusion of the first annual general meeting.

(8) Any casual vacancy in the office of an auditor €hall

(i) in the case of a company other than a company whose accaustbgect to audit by an auditor
appointed by the Comptroller and Audi@eneral of India, be filled by the Board of Directors within
thirty days, but if such casual vacancy is as a result of the resignation of an auditor, such appointment
shall also beapproved by the company at a general meeting convened within three months of the
recommendation of the Board and he shall hold the office till the conclusion of the next annual general
meeting;

(ii) in the case of a company whose accounts are subjectlitdogitan auditor appointed by the
Comptroller and AuditeGeneral of India, be filled by the Comptroller and Audi@sneral of India
within thirty days:

Provided that in case the Comptroller and AudE@neral of India does not fill the vacancy within
the said period, the Board of Directors shall fill the vacancy within next thirty days.

(9) Subject to the provisions of sislection {) and the rules made thereunder, are tiring auditor may be
re-appointed at an annual general meetirdy, if

(a) he is not diqualified for reappointment;
(b) he has not given the company a notice in writing of his unwillingness tedmpoénted; and

(c) a special resolution has not been passed at that meeting appointing some other auditor or
providing expressly that he shatbt be reappointed.

(10) Where at any annual general meeting, no auditor is appointeéippointed, the existing auditor
shall continue to be the auditor of the company.

(1) Where a company is required to constitute an Audit Committee under sedtignall
appointments, including the filling of a casual vacancy of an auditor under this section shall be made after
taking into account the recommendations of such committee.

140. Removal, resignation of auditor and giving of special notia®.(1) The audior appointed under
section 139 may be removed from his office before the expiry of his term only by a special resolution of
the company, after obtaining the previous approval of the Central Government in that behalf in the
prescribed manner:

Provided thabefore taking any action under this ssdxtion, the auditor concerned shall be given a
reasonable opportunity of being heard.

(2) The auditor who has resigned from the company shall file within a period of thirty days from the
date of resignation, a statent in the prescribed form with the company and the Registrar, and in case of
companies referred to in sslection b) of section 139, the auditor shall also file such statement with the
Comptroller and AuditeGeneral of India, indicating the reasons atiter facts as may be relevant with
regard to his resignation.

(3) If the auditor does not comply with the provisions of-sebtion (2), he or it shall be liable to a
penalty of fifty thousand rupees or an amount equal to the remuneration of the, avlditbever is less,

1. Subs. by Act 22 of 2019, s. 23, for ssdxtion B) (w.e.f. 211-2018).
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and in case of continuing failure, with a further penalty of five hundred rupees for each day after the first
during which such failure continues, subject to a maximufftwb lakh rupee$)]

(4) (i) Special notice shall be requireat & resolution at an annual general meeting appointing as auditor
a person other than a retiring auditor, or providing expressly that a retiring auditor shall not be - re
appointed, except where the retiring auditor has completed a consecutreediefive years or, as the case
may be, ten years, as provided underseittion 2) of section 139.

(ii) On receipt of notice of such a resolution, the company shall forthwith send a copy thereof to the
retiring auditor.

(i) Where notice is given of sb a resolution and the retiring auditor makes with respect thereto
representation in writing to the company (not exceeding a reasonable length) and requests its notification
to members of the company, the company shall, unless the representation ériegeivoo late for it to
do sod

(@) in any notice of the resolution given to members of the company, state the fact of the
representation having been made; and

(b) send a copy of the representation to every member of the company to whom notice of the
meeting is sent, whether before or after the receipt of the representation by the company,

and if a copy of the representation is not sent as aforesaid because it was received too late or because of the
companyébés defaul t, t h e tahisdright 1 be heeadyorally)wequire that the pr e
representation shall be read out at the meeting:

Provided that if a copy of representation is not sent as aforesaid, a copy thereof shall be filed with the
Registrar:

Provided further that if the Tribunal gatisfied on an application either of the company or of any other
aggrieved person that the rights conferred by thissggtion are being abused by the auditor, then, the
copy of the representation may not be sent and the representation need nobbeattmk meeting.

(5) Without prejudice to any action under the provisions of this Act or any other law for the time being
in force, the Tribunal eithesuo motwr on an application made to it by the Central Government or by any
person concerned, ifi$ satisfied that the auditor of a company has, whether directly or in directly, acted
in a fraudulent manner or abetted or colluded in any fraud by, or in relation to, the company or its directors
or officers, it may, by order, direct the company to geaits auditors:

Provided that if the application is made by the Central Government and the Tribunal is satisfied that
any change of the auditor is required, it shall within fifteen days of receipt of such application, make an
order that he shall not funch as an auditor and the Central Government may appoint another auditor in
his place:

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 beiamgal 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 I8 It is hereby clarified that the case of a firm, the liability shall bia@ffirm 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 118 For the purposes of this Chapter the widaddito includes a firm of auditors.

141. Eligibility, qualifications and disqualifications of auditorsd (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 fisicg in India are qualified for appointment as
aforesaid may be appointed by its firm name to be auditor of a company.

1.Subs. by Act 29 of 2020, s1222®., for dAfive | akh rupeeso (w
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(2) Where a firm including a limited liability partnership is appointed as an auditor of a company, only
the partners who are chartemztountants 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, damely:

(a) a body corporate other than a limited liability partnership registered urdeiniied 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 employee of the
company;

(d) a person who, or his relative or parther

() is holding any security of or interest in the company or its subsidiary, or of its holding or
associate company or a subsidiary of such holding company:

Provided that the relative may hold security or interest in the company office value not
exceeding one thousd rupees or such sum as may be prescribed;

(i) is indebted to the company, or its subsidiary, or its holding or associate company or a
subsidiary of such holding company, in excess of such amount as may be prescribed; or

(i) has given a guarantee oopided 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, vetther 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 relativeasdirector or is in the employment of the company as a director or key
managerial personnel;

(g) 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 aatb®ftisuch 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) a person who, directly or indirectly, renders any service referred to in section 144 to the company
or its holding company or its subsidiary company.

Explanationd For the purposes of this clause, the tadinectly or indirectly shall have the meam
assigned to it in thExplanationto section 144

(4) Where a person appointed as an auditor of a company incurs any of the disqualifications mentioned
in subsection B) after his appointment, he shall vacate his office as such auditor and sucbrvahati
be deemed to be a casual vacancy in the office of the auditor.

142. Remuneration of auditorsd (1) The remuneration of the auditor of a company shall be fixed in
its general meeting or in such manner as may be determined therein:

Provided that th&oard may fix remuneration of the first auditor appointed by it.

(2) The remuneration under sgbction () shall, in addition to the fee payable to an auditor, include
the expenses, if any, incurred by the auditor in connection with the audit of thengoamghany facility
extended to him but does not include any remuneration paid to him for any other service rendered by him
at the request of the company.

1. Subs. by Act 1 of 2018, s. 42, for claugdw.e.f. 32-2018).
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143. Powers and duties of auditors and auditing standard$.(1) Every auditor of a company shall
havea right of access at all times to the books of account and vouchers of the company, whether kept at the
registered office of the company or at any other place and shall be entitled to require from the officers of
the company such information and explanats he may consider necessary for the performance of his
duties as auditor and amongst other matters inquire into the following matters, Bamely:

(a) whether loans and advances made by the company on the basis of security have been properly
secured and wdther the terms on which they have been made are prejudicial to the interests of the
company or its members;

(b) whether transactions of the company which are represented merely by book entries are
prejudicial to the interests of the company;

(c) where thecompany not being an investment company or a banking company, whether so much
of the assets of the company as consist of shares, debentures and other securities have been sold at
price less than that at which they were purchased by the company;

(d) wheter loans and advances made by the company have been shown as deposits;

(e) whether personal expenses have been charged to revenue account;

(f) where it is stated in the books and documents of the company that any shares have been allotted
for cash, whethecash has actually been received in respect of such allotment, and if no cash has
actually been so received, whether the position as stated in the account books and the balance sheet is
correct, regular and not misleading:

Provided that the auditor of ampany which is a holding company shall also have the right of access
to the records of al{its subsidiaries and associate companies] in so far as it relates to the consolidation of
its financial statements with that $its subsidiaries and associatampanies.]

(2) The auditor shall make a report to the members of the company on the accounts examined by him
and on every financial statements which are required by or under this Act to be laid before the company in
general meeting and the report shakafaking into account the provisions of this Act, the accounting and
auditing standards and matters which are required to be included in the audit report under the provisions of
this Act or any rules made thereunder or under any order made undescsoib (11) and to the best of his
information and knowledge, the said accounts, financial statements give a true and fair view of the state of

the companyds affairs as at the end of its fina
such otler matters as may be prescribed.
3 The auditoro6sdreport shall al so state

(a) whether he has sought and obtained all the information and explanations which to the best of
his knowledge and belief were necessary for the purpose of his audit and ierawstats thereof and
the effect of such information on the financial statements;

(b) whether, in his opinion, proper books of account as required by law have been kept by the
company so far as appears from his examination of those books and properastgunste for the
purposes of his audit have been received from branches not visited by him;

(c) whether the report on the accounts of any branch office of the company audited under sub
secton8) by a person other t han tdhimeunderchmpravisoytdtisat a u d
subsection and the manner in which he has dealt with it in preparing his report;

(dd whether the companydés balance sheet and pi
agreement with the books of account agitims;

(e) whether, in his opinion, the financial statements comply with the accounting standards;

(f) the observations or comments of the auditors on financial transactions or matters which have
any adverse effect on the functioning of the company;

(g) whether any director is disqualified from being appointed as a director undgecign ) of
section 164;

(h) any qualification, reservation or adverse remark relating to the maintenance of accounts and
other matters connected therewith;

1. Subs. by Act 1 of 2018,22018).43, for fAits subsidiarieso (w
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(i) whether thecompany has adequatgnternal financial controls with reference to financial
statements] in place and the operating effectiveness of such controls;

(i) such other matters as may be prescribed.

(4) Where any of the matters required to be included imtitit report under this section is answered
in the negative or with a qualification, the report shall state the reasons therefor.

(5) IIn the case of a Government company or any other company owned or controlled, directly or
indirectly, by the Central Ge@rnment, or by any State Government or Governments, or partly by the
Central Government and partly by one or more State Governments, the Comptroller and Auditor General
of India shall appoint the auditor under ssdxtion §) or subsection ¥) of Section139 and direct such
auditor the manner in which the accounts of the company are required to be audited and] thereupon the
auditor so appointed shall submit a copy of the audit report to the Comptroller and A&gtitenal of India
which, among other thinggclude the directions, if any, issued by the Comptroller and Auditor
General of India, the action taken thereon and its impact on the accounts and financial statement of the
company.

(6) The Comptroller and AuditeGeneral of India shall ithin sixty days from the date of receipt of
the audit report under stdection b) have a right t@

(a) conduct a supplementary audit of the financial statement of the company by such person or
persons as he may authorise in this behalf; and for th@gesmf such audit, require information or
additional information to be furnished to any person or persons, so authorised, on such matters, by such
person or persons, and in such form, as the Comptroller and AGaitaaral of India may direct; and

(b) comment upon or supplement such audit report:

Provided that any comments given by the Comptroller and Ad@iémreral of India upon, or
supplement to, the audit report shall be sent by the company to every person entitled to copies of audited
financial staterants under sub sectiof)(of section 136 and also be placed before the annual general
meeting of the company at the same time and in the same manner as the audit report.

(7) Without prejudice to the provisions of this Chapter, the Comptroller and Awu@lioeral of India
may, in case of any company covered undeysaation §) or subsection {) of section 139, if he considers
necessary, by an order, cause test audit to be conducted of the accounts of such company and the provision:
of section 19A of th&€omptroller and AuditelGener al 6s ( Duti es, Power s and
1971 (56 of 1971), shall apply to the report of such test audit.

(8) Where a company has a branch office, the accounts of that office shall be audited either by the
audtorppoi nted for the company (herein referred to
other person qualified for appointment as an auditor of the company under this Act and appointed as such
under section 139, or where the branch office is @that a country outside India, the accounts of the
branch office shall be audited either by the cor
duly qualified to act as an auditor of the accounts of the branch office in accordance withsthé tlzat
country and the duties and powers of the compan)
the branch auditor, if any, shall be such as may be prescribed:

Provided that the branch auditor shall prepare a report on the accourg$adribh examined by him
and send it to the auditor of the company who shall deal with it in his report in such manner as he considers
necessary.

(9) Every auditor shall comply with the auditing standards.

(10) The Central Government may prescribe thedsteshs of auditing or any addendum thereto, as
recommended by the Institute of Chartered Accountants of India, constituted under section 3 of the
Chartered Accountants Act, 1949 (38 of 1949), in consultation with and after examination of the
recommendationsiade by the National Financial Reporting Authority:

1. Subs. byAct 1 0f2018,s.4 3, for Ainternal f i n-220t8). al controls systemo (v
2. Subs. by notification No. S.0. 2226(E), daté&uSeptember, 2014 for certain words (w.e-0-2014).
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Provided that until any auditing standards are notified, any standard or standards of auditing specified
by the Institute of Chartered Accountants of India shall be deemed to be the auditing standards.

(12) The Central Government may, in consultation with the National Financial Reporting Authority,
by general or special order, direct, in respect of such class or description of companies, as may be specified
in the order, t h at sotinclede astatbingntoon $ush mateens asrmay bge bpacifiéd a
therein:

Provided that until the National Financial Reporting Authority is constituted under section 132, the
Central Government may hold consultation required under thisexttibn with the Comittee chaired by
an officer of the rank of Joint Secretary or equivalent in the Ministry of Corporate Affairs and the
Committee shall have the representatives from the Institute of Chartered Accountants of India and Industry
Chambers and also special ied@s from the National Advisory Committee on Accounting Standards and
the office of the Comptroller and Audit@eneral.]

2[(12) Notwithstanding anything contained in this section, if an auditor of a company in the course of
the performance of his duties auditor, has reason to believe that an offence of fraud involving such
amount or amounts as may be prescribed, is being or has been committed in the company by its officers or
employees, the auditor shall report the matter to the Central Governmemt suitii time and in such
manner as may be prescribed:

Provided that in case of a fraud involving lesser than the specified amount, the auditor shall report the
matter to the audit committee constituted under section 177 or to the Board in other casesigtittime
and in such manner as may be prescribed:

Provided further that the companies, whose auditors have reported frauds undergbigtisalto the
audit committee or the Board but not reported to the Central Government, shall disclose thebdetails a
such frauds in the Board's report in such manner as may be pre$cribed

(13) No duty to which an auditor of a company may be subject to shall be regarded as having been
contravened by reason of his reporting the matter referred to4gestibn (2) if it is done in good faith.

(14) The provisions of this section shaiutatis mutandiapply t@
(a) the¥[cost accountant] conducting cost audit under section 148; or
(b) the company secretary in practice conducting secretarial audit under section 204.

4[(15) If any auditor, cost accountant, or company secretary in practice does not comply
with the provisions of subection 12), he shallp
(a) in case of a listed company, be liable to a penalty of five lakh rupees; and
(b) in case of any other comparg liable to a penalty of one lakh rupges

144. Auditor not to render certain serviced An auditor appointed under this Act shall provide to
the company only such other services as are approved by the Board of Directors or the audit committee, as
the cas may be, but which shall not include any of the following services (whether such services are
rendered directly or indirectly to the company), or its holding company or subsidiary company, damely:

(a) accounting and book keeping services;

(b) internal adlit;

(c) design and implementation of any financial information system;
(d) actuarial services;

(e) investment advisory services;

(f) investment banking services;

1. Ins. by notification No. S.O. 1226(E), dated 29th March, 2016 (w.e4-2@15).

2. Subs. by Ack1 of 2015, s. 13, for sukection 12) (w.e.f. 1412-2015).

3 Subs. by Act 1 of 2018, (efd22018)f or Acost accountant in p
4. Subs. by Act 29 of 2020, s. 30, for ssixtion 15) (w.e.f. 2:12-2020).
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(g) rendering of outsourced financial services;
(h) management services; and
(i) any other kid of services as may be prescribed:

Provided that an auditor or audit firm who or which has been performing argualiinservices on or
before the commencement of this Act shall comply with the provisions of this section before the closure of
the first inancial year after the date of such commencement.

Explanationd For the purposes of this sskection, the terniidirectly or indirectly shall include
rendering of services by the auditbr,

(i) in case of auditor being an individual, either himself or thokis relative or any other person
connected or associated with such individual or through any other entity, whatsoever, in which such
individual has significant influence or control, or whose name or trade mark or brand is used by such
individual;

(ii) in case of auditor being a firm, either itself or through any of its partners or through its parent,
subsidiary or associate entity or through any other entity, whatsoever, in which the firm or any partner
of the firm has significant influence or controt,whose name or trade mark or brand is used by the
firm or any of its partners.

145. Auditor to sign audit reports, etcd The person appointed as an auditor of the company shall
sign the auditorés report or s i g nin ascordance withithe y an
provisions of suksection R) of section 141, and the qualifications, observations or comments on financial
transactions or matters, which have any adverse effect on the functioning of the company mentioned in the
audi t or lakbe readpefaretthe sompany in general meeting and shall be open to inspection by any
member of the company.

146. Auditors to attend general meeting. All notices of, and other communications relating to, any
general meeting shall be forwarded to thditm of the company, and the auditor shall, unless otherwise
exempted by the company, attend either by himself or through his authorised representative, who shall also
be qualified to be an auditor, any general meeting and shall have right to be feetd meeting on any
part of the business which concerns him as the auditor.

147. Punishment for contraventiond (1) If any of the provisions of sections 139 to 146 (both
inclusive) is contravened, the company shall be punishable with fine which shall nessbéhan
twentyfive thousand rupees but which may extend to five lakh rupees and every officer of the company
who is in default shall be punishaBfeg* with fine which shall not be less than ten thousand rupees but
which may extend t§onelakh rupees]

(2) If an auditor of a company contravenes any of the provisions of section 139, section 143, section
144 or section 145, the auditor shall be punishable with fine which shall not be less tharfigenty
thousand rupees but which may extémdive lakh rupeegor four times the remuneration of the auditor,
whichever is less]:

Provided that if an auditor has contravened such provisions knowingly or willfully with the intention
to deceive the company or its shareholders or creditors or therdies, he shall be punishable with
imprisonment for a term which may extend to one ygard with fine which shall not be less than fifty
thousand rupees but which may extend to twdiny lakh rupees or eight times the remuneration of the
auditor, vhichever is legs

(3) Where an auditor has been convicted undessgation ), he shall be liable &
(i) refund the remuneration received by him to the company; and

1. Thewwbhdsempri sonment for a term which may extefldd to one
2020).

2. Subs. by s. 31hid.,f or fione | akh rupe¢€el&2020pr with botho (w.e.f. 21

3. Ins. by Act 1 of 2018, s. 44 (w.e.£292018).

4.Sus. by Act 1 oahdwihdide8vhichshall ndtse less tivan ondé lakh rupees but which may extend te twenty
five | akh r2208eso (w.e.f. 9
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(i) pay for damages to the company, statutory bodies or authdities members ocreditors of
the company] for loss arising out of incorrect or misleading statements of particulars made in his audit
report.

(4) The Central Government shall, by notification, specify any statutory body or authority or an officer
for ensuring prompt payemt of damages to the company or the persons under clguske ( sub
section 8) and such body, authority or officer shall after payment of damages to such company or persons
file a report with the Central Government in respect of making sapfages in such manner as may be
specified in the said notification.

(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 aobetddded 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
partnes concerned of the audit firm and of the firm jointly and severally.

?[Provided that in case of criminal liability of an audit firm, in respect of liability other than fine, the
concerned partner or partners, who acted in a fraudulent manner or ahettethercase may be, colluded
in any fraud shall only be liable.]

148. Central Government to specify audit of items of cost in respect of certain companiieg1)
Notwithstanding anything contained in this Chapter, the Central Government may, by ordspgict 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 alse Imcluded 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 @hestainider 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 undecsoh {) and which have a
net worth & 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 subection ) shall be conducted by3fcost accountant] who shall be appointed
by the Boad 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 shall be appointed
for conducting the audit of cost records:

Provided furthertat the auditor conducting the cost audit shall comply with the cost auditing standards.

Explanationd For the purposes of this sglkction, the expressidost auditing standardsean such
standards as are issued by ffiestitute of Cost Accountants dfidia], constituted under the Cost and
Works Accountants Act, 1959 (23 of 1959), with the approval of the Central Government.

(4) An audit conducted under this section shall be in addition to the audit conducted under section 143.

(5) The gqualificationsdisqualifications, 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 fesiliti 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*o#teiccountant] to the
Board of Directors of the company.

1. Subs. byAct 1 of 20185s. 44, forfior to any othep e r s (wv.e.& $2-2018).

2. The provie ins. bys. 44,ibid., (w.e.f. 92-2018).

3. Subs. by s. 45bid.,f or fACost Account2B0t8).in practiceo(w.e. f. 9
4.Subs.bys.48hid. , for fAlnstitute of Cost aXh2018Wor ks Accountants of
5.Subs. by s. 45bid.,f or dcoesunt ant i n23W8acticeo(w.e.f. 9
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(6) A company shidwithin thirty days from the date of receipt of a copy of the cost audit report prepared
in pursuance of a direction under ssdxtion ) furnish the Central Government with such report along
with full information and explanation on every reservatioqualification contained therein.

(7) If, after considering the cost audit report referred to under this section and the information and
explanation furnished by the company undersedtion 6), the Central Government is of the opinion that
any further nformation 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 provisionshi$ sectiort

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

(b) the cost auditor of the company who is in default shall be punishable in the manmsidedpr
in subsections 2) to (4) of section 147.

CHAPTER Xl
APPOINTMENT AND QUALIFICATIONS OF DIRECTORS

149. Company to have Board of Directord. (1) Every company shall have a Board of Directors
consisting of individuals as directors and shall Bave

(&) aminimum number of three directors in the case of a public company, two directors in the case
of a private company, and one director in the case of a One Person Company; and

(b) a maximum of fifteen directors:
Provided that a company may appoint more fifseen directors after passing a special resolution:

Provided further that such class or classes of companies as may be prescribed, shall have at least one
woman director.

(2) Every company existing on or before the date of commencement of this Aavighiallone year
from such commencement comply with the requirements of the provisions-séstitn {).

(3) Every company shall have at least one director who stays in India for a total period of not less than
one hundred and eightwo days during th&énancial year:

Provided that in case of a newly incorporated company the requirement under tbéstsoi shall
apply proportionately at the end of the financial year in which it is incorporated];

(4) Every listed public company shall have at least-third of the total number of directors as
independent directors and the Central Government may prescribe the minimum number of independent
directors in case of any class or classes of public companies.

Explanationd For the purposes of this sslction,any fraction contained in such etférd number
shall be rounded off as one.

(5) Every company existing on or before the date of commencement of this Act shall, within one year
from such commencement or from the date of notification of the rules in ¢jasidras may be applicable,
comply with the requirements of the provisions of-sabtion §).

(6) An independent director in relation to a company, means a director other than managing director or
a wholetime director or a hominee directdr,

(a) who, in he opinion of the Board, is a person of integrity and possesses relevant expertise and
experience;

(b) (i) who is or was not a promoter of the company or its holding, subsidiary or associate company;

(if) who is not related to promoters or directors indbiapany, its holding, subsidiary or associate
company;

1. Subs. byAct 1 of 2018 s. 46, for suksection 8) (w.e.f. 75-2018).
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(c) who has or had nfjpecuniary relationship, other than remuneration as such director or having
transaction not exceeding ten per cent. of his total income or such amount as may be preschibed,] wit
the company, its holding, subsidiary or associate company, or their promoters, or directors, during the
two immediately preceding financial years or during the current financial year;

?[(d) none of whose relativs

(i) is holding any security of or intest in the company, its holding, subsidiary or associate
company during the two immediately preceding financial years or during the current financial year:

Provided that the relative may hold security or interest in the company of face value not exceeding
fifty lakh rupees or two per cent. of the paig capital of the company, its holding, subsidiary or
associate company or such higher sum as may be prescribed,;

(i) is indebted to the company, its holding, subsidiary or associate company or their ggpmote
or directors, in excess of such amount as may be prescribed during the two immediately preceding
financial years or during the current financial year;

(iii) has given a guarantee or provided any security in connection with the indebtedness of any
third person to the company, its holding, subsidiary or associate company or their promoters, or
directors of such holding company, for such amount as may be prescribed during the two immediately
preceding financial years or during the current financial yaar;

(iv) has any other pecuniary transaction or relationship with the company, or its subsidiary, or its
holding or associate company amounting to two per cent. or more of its gross turnover or total income
singly or in combination with the transactionsemeéd to in sulzlause ), (i) or (jii);]

(e) who, neither himself nor any of his relatides

(i) holds or has held the position of a key managerial personnel or is or has been employee of
the company or its holding, subsidiary or associate company iofameg three financial years
immediately preceding the financial year in which he is proposed to be appointed;

’[Provided that in case of a relative who is an employee, the restriction under this clause shall
not apply for his employment during precedthgee financial years.]

(i) is or has been an employee or proprietor or a partner, in any of the three financial years
immediately preceding the financial year in which he is proposed to be appoiéted, of

(A) a firm of auditors or company secretariesriagtice 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. orofritwe 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 tweap-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 quzdiions 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 aiumstances which may affect his status as an independent director, give a declaration that
he meets the criteria of independence as provided i3esttipn 6).

1. Subs. byAct 10f2018,s4 6, f or fpecuni ar52018)el ati onshipo (w.e.f. 7
2. Subs. by s. 46bid., for clause ¢) (w.e.f. #5-2018).
3. The proviso ins. bg. 46,ibid., (w.e.f. -5-2018).
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Explanationd For the purposes of this sectidimominee directdr means a director nominated bpy
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 abidleebgrovisions specified in Schedule IV.

(9) Notwithstanding anything contained in any other provision of this Act, but subject to the provisions of
sections 197 and 198, an independent director shall not be entitled to any stock option and may receive
remuneration by way of fee provided under sdrtion §) of section 197, reimbursement of expenses for
participation in the Board and other meetings and profit related commission as may be approved by the members.

Provided that if a company has no profitsts profits are inadequate, an independent director may receive
remuneration, exclusive of any fees payable underseation §) of section 197, in accordance with the
provisions of Schedule V.]

(10) Subject to the provisions of section 152, an inddpendirector shall hold office for a term up to five
consecutive years on the Board of a company, but shall be eligible for reappointment on passing of a special
resolution by the company and disclosure of such appointment in the Board's report.

(11 Notwithstanding anything contained in sséction (0), no independent director shall hold office for
more than two consecutive terms, but such independent director shall be eligible for appointment after the
expiration of three years of ceasing to becomendegendent 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.

Explanationd For the purposes of stdectins (L0) and (L1), any tenure of an independent director on the
date of commencement of this Act shall not be counted as a term under thesetmuis.

(12) Notwithstanding anything contained in this Act,
(i) an independent director;
(ii) a nonexecutivedirector 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 momoivevhere he had
not acted diligently.

(13) The provisions of subections§) and {) 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 indepenght directors and maintenance of databank of independent
directors.0 (1) Subject to the provisions contained in sdattion 6) of section 149, an independent director
may be selected from a data bank containing names, addresses and qualificationssofvperaomeligible and
willing to act as independent directors, maintained by any boditutesor association, as may betified by
the Central Government, having expertise in creation and maintenance of such data bank and put on their website
for theuse 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 appbintm

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

(3) The data bank referred to in sséction (), shall create and maintain data of persons willing to act as
independent director in accordance vgtlth 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 srall shareholdersd 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.

1. Ins. by Act 29 of 2020, s. 32 (w.e.f.-B&021).
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Explanationd For the purposes of this sectifiamall shareholdetsmeans a shareholder hivlg
shares of nominal value of not more than twenty thousand rupees or such other sum as may be prescribed.

152. Appointment of directorsd (1) Where no provision is made in the articles of a company for the
appointment of the first director, the subscrib&r 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 until therdireditectors
are duly appointed by the member in accordance with the provisions of this section.

(2) Save as otherwise expressly provided in this Act, every director shall be appointed by the company
in general meeting.

(3) No person shall be appointed a director of a company unless he has been allotted the Director
Identification Number under section 144dr any other number as may be prescribed under section 153].

(4) Every person proposed to be appointed as a director by the company in gendral oree
otherwise, shall furnish his Director Identification NumBer such other number as may be prescribed
under section 153] and a declaration that he is not disqualified to become a director under this Act.

(5) A person appointed as a director simait 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 adependent 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 forrsuch a
appointment.

(6) (&) Unless the articles provide for the retirement of all directors at every annual general meeting,
not less than twahirds of the total number of directors of a public company &hall

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

(i) 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 subjgct t
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 appointedaitcordance with clauses)(and g) and at every subsequent
annual general meeting, ottérd of such of the directors for the time being as are liable to retire by rotation,
or if their number is neither three nor a multiple of three, then, the numdnershé onhird, shall retire
from office.

(d) The directors to retire by rotation at every annual general meeting shall be those who have been
longest in office since their last appointment, but as between persons who became directors on the same
day, those who are to retire shall, in default of and subject to any agreement among themselves, be
determined by lot.

(e) At the annual general meeting at which a director retires as aforesaid, the company may fill up the
vacancy by appointing the retiring éitor or some other person thereto.

Explanationd For the purposes of this sskction,fitotal number of directotsshall not include
independent directors, whether appointed under this Act or any other law for the time being in force, on the
Board of a company.

(7) (@) If the vacancy of the retiring director is not so fied and the meeting has not expressly
resolved not to fill the vacancy, the meeting shall stand adjourned till the same day in the next week, at the

1. Ins. by Act 1 of 2018, s. 47 (w.e.£292018).
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same time and place, or if that dayainational holiday, till the next succeeding day which is not a holiday,
at the same time and place.

(b) If at the adjourned meeting also, the vacancy of the retiring director is not filled up and that meeting
also has not expressly resolved not talfi# vacancy, the retiring director shall be deemed to have been re
appointed at the adjourned meeting, urdess

(i) at that meeting or at the previous meeting a resolution for tapp@ntment of such director
has been put to the meeting and lost;

(ii) the retiring director has, by a notice in writing addressed to the company or its Board of
directors, expressed his unwillingness to be sapgointed,;

(iii) he is not qualified or is disqualified for appointment;

(iv) a resolution, whether special or oraliy, is required for his appointment orappointment by
virtue of any provisions of this Act; or

(V) section 162 is applicable to the case.

Explanationd For the purposes of this section and section 160, the expréssicng directod means
a directomretiring by rotation.

153. Application for allotment of Director Identification Number.d Every individual intending to
be appointed as director of a company shall make an application for allotment of Director Identification
Number to the Central Governmémsuch form and manner and along with such fees as may be prescribed:

Providedthat the Central Government may prescribe any identification number which shall be treated as Director
Identification Number for the purposes of this Aot in case any inddual holds or acquires such identification number,
the requirementf this section shall not apply or apply in such manner as may be prescribed.]

154. Allotment of Director Identification Number.d0 The Central Government shall, within one
month from the éceipt of the application under section 153, allot a Director Identification Number to an
applicant in such manner as may be prescribed.

155. Prohibition to obtain more than one Director Identification Numberd No individual, who
has already been allottedDarector Identification Number under section 154, shall apply for, obtain or
possess another Director Identification Number.

156. Director to intimate Director Identification Number.d Every existing director shall, within one
month of the receipt of Direat Identification Number from the Central Government, intimate his Director
Identification Number to the company or all companies wherein he is a director.

157. Company to inform Director Identification Number to Registrar.d (1) Every company shall,
within fifteen days of the receipt of intimation under section 156, furnish the Director Identification Number
of all its directors to the Registrar or any other officer or authority as may be specified by the Central
Government with such fees as may be presdrirewith such additional fees as may be prescrilyed
and every such intimation shall be furnished in such form and manner as may be prescribed.

3[(2) If any company fails to furnish the Director Identification Number undersgakion (), such
companyshall be liable to a penalty of twertiye thousand rupees and in case of continuing failure, with
a further penalty of one hundred rupees for each day after the first during which such failure continues,
subject to a maximum of one lakh rupees, andyeaticer of the company who is in default shall be liable
to a penalty of not less than twetitye thousand rupees and in case of continuing failure, with a further
penalty of one hundred rupees for each day after the first during which such failuneesrgubject to a
maximum of one lakh rupegs

158. Obligation to indicate Director Identification Number.d Every person or company, while
furnishing any return, information or particulars as are required to be furnished under this Act, shall mention
the Director Identification Number in such return, information or particulars in case such return,
information or particulars relate to the director or contain any reference of any director.

1. The provisoms. by Act 1 of 2018, s. 48 (w.e.£22018).
2 The wordstama tihgurteésmefwipeci fied under secthi2@l®. 4030 omi t
3. Subs. by Act 22 of 2019, s. 24, for ssixtion 2) (w.e.f. 211-2018).
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11159.Penalty for default of certain provisionsd If any individual @ director of a company makes
any default in complying with any of the provisions of section 152, section 155 and section 156, such
individual or director of the company shall be liable to a penalty which may extend to fifty thousand rupees
and where theefault is a continuing one, with a further penalty which may extend to five hundred rupees
for each day after the first during which such default contihues

160. Right of persons other than retiring directors to stand for directorshipd (1) A person who
is not a retiring director in terms of section 152 shall, subject to the provisions of this Act, be eligible for
appointment to the office of a director at any general meeting, if he, or some member intending to propose
him as a director, has, not less thaarteen days before the meeting, left at the registered office of the
company, a notice in writing under his hand signifying his candidature as a director or, as the case may be,
the intention of such member to propose him as a candidate for that alificg,with the deposit of one
lakh rupees or such higher amount as may be prescribed which shall be refunded to such person or, as the
case may be, to the member, if the person proposed gets elected as a director or gets more tfiga twenty
per cent. ofotal valid votes cast either on show of hands or on poll on such resolution.

JProvided that requirements of deposit of amount shall not apply in case of appointment of an
independent director or a director recommended by the Nomination and Remur@oatinittee, if any,
constituted under subection () of section 178 or a director recommended by the Board of Directors of
the Company, in the case of a company not required to constitute Nomination and Remuneration
Committee],

(2) The company shall inforits members of the candidature of a person for the office of director under
subsection () in such manner as may be prescribed.

161. Appointment of additional director, alternate director and nominee directord (1) The
articles of a company may confer i Board of Directors the power to appoint any person, other than a
person who fails to get appointed as a director in a general meeting, as an additional director at any time
who shall hold office up to the date of the next annual general meetinglasttdate on which the annual
general meeting should have been held, whichever is earlier.

(2) The Board of Directors of a company may, if so authorised by its articles or by a resolution passed
by the company in general meeting, appoint a person, na@ agiarson holding amafternate directorship
for any other director in the compa#fgr holding directorship in the same company], to act as an alternate
director for a director during his absence for a period of not less than three months from India:

Provided that no person shall be appointed as an alternate director for an independent director unless
he is qualified to be appointed as an independent director under the provisions of this Act:

Provided further that an alternate director shall not holdeffr a period longer than that permissible
to the director in whose place he has been appointed and shall vacate the office if and when the director in
whose place he has been appointed returns to India:

Provided also that if the term of office of thaégimal director is determined before he so returns to
India, any provision for the automaticappointment of retiring directors in default of another appointment
shall apply to the original, and not to the alternate director.

(3) Subject to the articlesf a company, the Board may appoint any person as a director nominated by
any institution in pursuance of the provisions of any law for the time being in force or of any agreement or
by the Central Government or the State Government by virtue of its sldinghin a Government
company.

(4) *** If the office of any director appointed by the company in general meeting is vacated before his
term of office expires in the normal course, the resulting casual vacancy may, in default of and subject to
any regulabns in the articles of the company, be filled by the Board of Directors at a meeting of the Board
Ywhich shall be subsequently approved by members in the immediate next general meeting]:

1. Subs. byAct 22 of 2019s. 25, for section 159 (w.e.f-21-2018).

2. The provisans. by Act 1 of 2018, s. 50 (w.e.:22018).

3. Ins. byAct 1 of 20185s. 51 (w.e.f. @2-2018).

4The words Aln the case o&f/Bliad (pebd22068).company, 6 omitted by
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Provided that any person so appointed shall hold office only tigetdate up to which the director in
whose place he is appointed would have held office if it had not been vacated.

162. Appointment of directors to be voted individuallyd (1) At a general meeting of a company, a
motion for the appointment of two or morerpons as directors of the company by a single resolution shall
not be moved unless a proposal to move such a motion has first been agreed to at the meeting without any
vote being cast against it.

(2) A resolution moved in contravention of sséction () shall be void, whether or not any objection
was taken when it was moved.

(3) A motion for approving a person for appointment, or for nominating a person for appointment as a
director, shall be treated as a motion for his appointment.

163. Option to adopt pinciple of proportional representation for appointment of directorsd
Notwithstanding anything contained in this Act, the articles of a company may provide for the appointment
of not less than twihirds of the total number of the directors of enpany in accordance with the principle
of proportional representation, whether by the single transferable vote or by a system of cumulative voting
or otherwise and such appointments may be made once in every three years and casual vacancies of sucl
directas shall be filled as provided in sslction 4) of section 161.

164. Disqualifications for appointment of directord (1) A person shall not be eligible for
appointment as a director of a company if

(a) he is of unsound mind and stands so declaredcoynpetent court;
(b) he is an undischarged insolvent;
(c) he has applied to be adjudicated as an insolvent and his application is pending;

(d) he has been convicted by a court of any offence, whether involving moral turpitude or otherwise,
and sentenced iespect thereof to imprisonment for not less than six months and a period of five years
has not elapsed from the date of expiry of the sentence:

Provided that if a person has been convicted of any offence and sentenced in respect thereof to
imprisonment ér a period of seven years or more, he shall not be eligible to be appointed as a director
in any company;

(e) an order disqualifying him for appointment as a director has been passed by a court or Tribunal
and the order is in force;

(f) he has not paid grcalls in respect of any shares of the company held by him, whether alone or
jointly with others, and six months have elapsed from the last day fixed for the payment of the call;

(9) he has been convicted of the offence dealing with related party tiansaotder section 188
at any time during the last preceding five years; or

(h) he has not complied with si#ection 8) of section 152.
Y(i) he has not complied with the provisions of selstion {) of section 165.]
(2) No person who is or has been gedtor of a company whiéh

(a) has not filed financial statements or annual returns for any continuous period of three financial
years; or

(b) has failed to repay the deposits accepted by it or pay interest thereon or to redeem any debentures
on the due de or pay interest due thereon or pay any dividend declared and such failure to pay or
redeem continues for one year or more,

shall be eligible to be rappointed as a director of that company or appointed in other company for a period
of five years fromhe date on which the said company fails to do so:

1. Ins. by Act 22 of 2019, s. 26 (w.e.f12-2018).
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YProvided that where a person is appointed as a director of a company which is in default af)otsiuse (
clause §), he shall not incur the disqualification for a period of six months from the dateagovintment.]

(3) A private company may by its articles provide for any disqualifications for appointment as a director
in addition to those specified in sgbctions 1) and @).

[Provided that the disqualifications referred to in clauss(€) and(g) of subsection ) shall
continue to apply even if the appeal or petition has been filed against the order of conviction or
disqualification]

165. Number of directorshipsd (1) No person, after the commencement of this Act, shall hold office
as a diretor, including any alternate directorship, in more than twenty companies at the same time

Provided that the maximum number of public companies in which a person can be appointed as a
director shall not exceed ten.

[Explanationl .8 For reckoning the lim of public companies in which a person can be appointed as
director, directorship in private companies that are either holding or subsidiary company of a public
company shall be included.

4 Explanationll.d For reckoning the limit of directorships of twgrcompanies, the directorship in a
dormant company shall not be included.]

(2) Subject to the provisions of sglection L), the members of a company may, by special resolution,
specify any lesser number of companies in which a director of the comparactrasydirectors.

(3) Any person holding office as director in companies more than the limits as specified in - sub
section L), immediately before the commencement of this Act shall, within a period of one year from such
commencement,

(a) choose not more than the specified limit of those companies, as companies in which he wishes
to continue to hold the office of director;

(b) resign his office as director in the other remaining companies; and

(c) intimate the choice made by him under cla@, to each of the companies in which he was
holding the office of director before such commencement and to the Registrar having jurisdiction in
respect of each such company.

(4) Any resignation made in pursuance of clauge f subsection 8) shall lecome effective
immediately on the despatch thereof to the company concerned.

(5) No such person shall act as director in more than the specified number of cor@panies,

(a) after despatching the resignation of his office as director oereautive directothereof, in
pursuance of clause)(of subsection 8); or

(b) after the expiry of one year from the commencement of this Act,
whichever is earlier.

5[(6) If a person accepts an appointment as a director in violation of this section, he shall be &able t
penalty of two thousand rupees for each day after the first during which such violation continues, subject
to a maximum of two lakh rupees.]

166. Duties of directorsd (1) Subject to the provisions of this Act, a director of a company shall act
in accodance with the articles of the company.

1. The provso ins. by Act 1 of 2018, s. 52 (w.e.f572018).

2. The provissubs. byAct 1 of 2018 s. 2 (w.e.f. 75-2018).

3. TheExplanationrerumbered a&xplanationl thereof bys. 53 ibid. (w.e.f. 32-2018).
4. Ins. by s. B, ibid. (w.e.f. 92-2018).

5. Suls. by Act 29 of 2020, s. 33, for slection 6) (w.e.f. 2212-2020).
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(2) A director of a company shall act in good faith in order to promote the objects of the company for
the benefit of its members as a whole, and in the best interests of the company, its employees, the
shareholderghe community and for the protection of environment.

(3) A director of a company shall exercise his duties with due and reasonable care, skill and diligence
and shall exercise independent judgment.

(4) A director of a company shall not involve in a sitoatin which he may have a direct or indirect
interest that conflicts, or possibly may conflict, with the interest of the company.

(5) A director of a company shall not achieve or attempt to achieve any undue gain or advantage either
to himself or to hisalatives, partners, or associates and if such director is found guilty of making any undue
gain, he shall be liable to pay an amount equal to that gain to the company.

(6) A director of a company shall not assign his office and any assignment so matie shidl

(7) 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 one lakh rupees but which may extend to five lakh rupees.

167. Vacation of office of directord (1) The office of a director shall become vacant in 8ase
(a) he incurs any of the disqualifications specified in section 164:

YProvided that where he incurs disqualification undersedion @) of section 164, the office of
the director shall become vatan all the companies, other than the company which is in default under
that subsection];

(b) he absents himself from all the meetings of the Board of Directors held during a period of twelve
months with or without seeking leave of absence of the Board;

(c) he acts in contravention of the provisions of section 184 relating to entering into contracts or
arrangements in which he is directly or indirectly interested,;

(d) he fails to disclose his interest in any contract or arrangement in which he iy direéctirectly
interested, in contravention of the provisions of section 184;

(e) he becomes disqualified by an order of a court or the Tribunal;

(f) he is convicted by a court of any offence, whether involving moral turpitude or otherwise and
sentencedn respect thereof to imprisonment for not less than six months:

[Provided that the office shall not be vacated by the director in case of orders referred toin  clauses
(e) and §)o

(i) for thirty days from the date of conviction or order of disqicaifon;

(i) where an appeal or petition is preferred within thirty days as aforesaid against the conviction
resulting in sentence or order, until expiry of seven days from the date on which such appeal or
petition is disposed of; or

(i) where any fuher appeal or petition is preferred against order or sentence within seven days,
until such further appeal or petition is disposed of.]

(g) he is removed in pursuance of the provisions of this Act;

(h) he, having been appointed a director by virtue ohblding any office or other employment in
the holding, subsidiary or associate company, ceases to hold such office or other employment in that
company.

1. The proviso ins. by Act 1 of 2018, s. 54 (w.e-5-2018).
2. The provisosubs. byAct 1 of 2018s. 54 (w.e.f. 75-2018).
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(2) If a person, functions as a director even when he knows that the office of director held by him has
become vacant on account of any of the disqualifications specified-sestibn {), he shall be punishable
L% with fine which shall not be less than one lakh rupees but which may exté§fidetdakh rupees

(3) Where all the directors of a comparacate their offices under any of the disqualifications specified
in subsection (), the promoter or, in his absence, the Central Government shall appoint the required
number of directors who shall hold office till the directors are appointed by theaognp the general
meeting.

(4) A private company may, by its articles, provide any other ground for the vacation of the office of a
director in addition to those specified in ssdxction ().

168. Resignation of directord (1) A director may resign from ioffice by giving a notice in writing
to the company and the Board shall on receipt of such notice take note of the same and the company shall
intimate the Registrar in such manner, within such time and in such form as may be prescribed and shall
also plaze the fact of such resignation in the report of directors laid in the immediately following general
meeting by the company:

Provided that ddirector may also forward] a copy of his resignation along with detailed reasons for
the resignation to the Redgiar within thirty days of resignation in such manner as may be prescribed.

(2) The resignation of a director shall take effect from the date on which the notice is received by the
company or the date, if any, specified by the director in the notice, ewdcis later:

Provided that the director who has resigned shall be liable even after his resignation for the offences
which occurred during his tenure.

(3) Where all the directors of a company resign from their offices, or vacate their offices under secti
167, the promoter or, in his absence, the Central Government shall appoint the required number of directors
who shall hold office till the directors are appointed by the company in general meeting.

169. Removal of directorsd (1) A company may, by ordimgresolution, remove a director, not being
a director appointed by the Tribunal under section 242, before the expiry of the period of his office after
giving him a reasonable opportunity of being heard:

4[Provided that an independent directoappointedor second term under sigection (0) of section
149 shall be removed by the company only by passing a special resolution and after giving him a reasonable
opportunity of being heard:]

S[Provided further that] nothing contained in this sgztion shalhpply where the company has availed
itself of the option given to it under section 163 to appoint not less thathixgls of the total number of
directors according to the principle of proportional representation.

(2) A special notice shall be requiredanfy resolution, to remove a director under this section, or to
appoint somebody in place of a director so removed, at the meeting at which he is removed.

(3) On receipt of notice of a resolution to remove a director under this section, the company shall
forthwith send a copy thereof to the director concerned, and the director, whether or not he is a member of
the company, shall be entitled to be heard on the resolution at the meeting.

(4) Where notice has been given of a resolution to remove a directar thiglsection and the director
concerned makes with respect thereto representation in writing to the company and requests its notification
to members of the company, the company shall, if the time permits it todo so,

(@) in any notice of the resolutiogiven to members of the company, state the fact of the
representation having been made; and

(b) send a copy of the representation to every member of the company to whom notice of the
meeting is sent (whether before or after receipt of the representatiba bompany),

1. The words fAwith i mpriedesoshmeamtod®ryeaarn eo mo whmictht ealyby Act
2020).
2.Subs.bys.34bid. , for #fAfive | akh r dp20x®s, or with botho (w.e.f. 21

3Subs. by Act 1 directorshall als® forward (5wb-501I8p.r 7i
4. The provso ins. by Notification No. S.O. 768(E), dated*Zebruary, 2018 (w.e.f. 22-2018).
5. Subs. bybid.,f or fAProvi de2208hato(w.e.f. 21
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and if a copy of the representation is not sent
default, the director may without prejudice to his right to be heard orally require that the representation
shall be read out at timeeeting:

Provided that copy of the representation need not be sent out and the representation need not be read
out at the meeting if, on the application either of the company or of any other person who claims to be
aggrieved, the Tribunal is satisfied thila¢ rights conferred by this sigiection are being abused to secure
needless publicity for defamatory matter; and th
to be paid in whole or in part by the director notwithstanding that he ispawtyato it.

(5) A vacancy created by the removal of a director under this section may, if he had been appointed by
the company in general meeting or by the Board, be filled by the appointment of another director in his
place at the meeting at which heésnoved, provided special notice of the intended appointment has been
given under susection ).

(6) A director so appointed shall hold office till the date up to which his predecessor would have held
office if he had not been removed.

(7) If the vacanyg is not filled under sulsection b), it may be filled as a casual vacancy in accordance
with the provisions of this Act:

Provided that the director who was removed from office shall not-Bppeinted as a director by the
Board of Directors.

(8) Nothingin this section shall be takén

(a) as depriving a person removed under this section of any compensation or damages payable to
him in respect of the termination of his appointment as director as per the terms of contract or terms of
his appointment as dictor, or of any other appointment terminating with that as director; or

(b) as derogating from any power to remove a director under other provisions of this Act.

170. Register of directors and key managerial personnel and their shareholdidg(1l) Every
conpany shall keep at its registered office a register containing such particulars of its directors and key
managerial personnel as may be prescribed, which shall include the details of securities held by each of
them in the company or its holding, subsidiary subsi di ary of companydés ho
companies.

(2) A return containing such particulars and documents as may be prescribed, of the directors and the
key managerial personnel shall be filed with the Registrar within thirty days frompb&anent of every
director and key managerial personnel, as the case may be, and within thirty days of any change taking
place.

171. Me mb er s 6 dr(l) Thé registerkepi undersgectibn L) of section 17@

(a) shall be open for inspectiauring business hours and the members shall have a right to take
extracts therefrom and copies thereof, on a request by the members, be provided to them free of cost
within thirty days; and

(b) shall also be kept open for inspection at every annual geneeding of the company and shall
be made accessible to any person attending the meeting.

(2) If any inspection as provided in clausg ¢6f subsection () is refused, or if any copy required
under that clause is not sent within thirty days from the affateceipt of such request, the Registrar shall
on an application made to him order immediate inspection and supply of copies required thereunder.

172.Penalty.d If a company is in default in complying with any of the provisions of this Chapter
and for vhich no specific penalty or punishment is provided therein, the company and every officer of the
company who is in default shall be liable to a penalty of fifty thousand rupees, and in case of continuing
failure, with a further penalty of five hundred r@gsefor each day during which such failure continues,
subject to a maximum of three lakh rupees in case of a company and one lakh rupees in case of an officer
who is in defauli

1. Subs. by Act 29 of 2020, s. 35, for section 35 (w.ef122020).
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CHAPTER XII
MEETINGS OFBOARD AND ITS POWERS

173. Meetings of Board® (1) Evey company shall hold the first meeting of the Board of Directors
within thirty days of the date of its incorporation and thereafter hold a minimum number of four meetings
of its Board of Directors every year in such a manner that not more than one ramdite@gnty days shall
intervene between two consecutive meetings of the Board:

Provided that the Central Government may, by notification, direct that the provisions of this -  sub
section shall not apply in relation to any class or descripti@mowipanies or shall apply subject to such
exceptions, modifications or conditions as may be specified in the notification.

(2) The participation of directors in a meeting of the Board may be either in person or through video
conferencing or other audio vEslumeans, as may be prescribed, which are capable of recording and
recognising the participation of the directors and of recording and storing the proceedings of such meetings
along with date and time:

Provided that the Central Government may, by notificatspecify such matters which shall not be
dealt with in a meeting through video conferencing or other audio visual means.

Provided further that where there is quorum in a meeting through physical presence of directors, any
other director may participa through video conferencing or other audio visual means in such meeting on
any matter specified under the first proviso.]

® A meeting of the Board shall be called by gi
director at his addressgistered with the company and such notice shall be sent by hand delivery or by
post or by electronic means:

Provided that a meeting of the Board may be called at shorter notice to transact urgent business subject
to the condition that at least one indepamtddirector, if any, shall be present at the meeting:

Provided further that in case of absence of independent directors from such a meeting of the Board,
decisions taken at such a meeting shall be circulated to all the directors and shall be finalatifigation
thereof by at least one independent director, if any.

(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 twerfiye thousand rupees.

(5) A One Person Compginsmall 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 thatresaety days:

Provided that nothing contained in this sdztion 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 tiB®ard of Directors of a
company hall be onthird 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 uner this suksection.

(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 actrfehe 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 equathadeof the otal
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.

1. The proviso ins. by Act 1 of 2018,56 (w.e.f. 75-2018).
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Explanationd For the purposes of this sslction,finterested diretord means a director within the
meaning of sulsection @) of section 184.

(4) Where a meeting of the Board could not be held for want of quorum, then, unless the articles of the
company otherwise provide, the meeting shall automatically stand adjdortteisame day at the same
time and place in the next week or if that day is a national holiday, till the next succeeding day, which is
not a national holiday, at the same time and place.

Explanationd For the purposes of this sectidn,
(i) any fraction ofa number shall be rounded off as one;
(i) Atotal strengtb shall not include directors whose places are vacant.

175. Passing of resolution by circulatiod (1) No resolution shall be deemed to have been duly
passed by the Board or by a committee thergdfitzulation, 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 delpyepost 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:

Provided that, where not less than-ohied of the total number afirectors 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 subection () shall be notedit 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 take®.No act done by a person
as a director shall be deemta 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 thanothing 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 Committeed (1) The Board of Directors dfevery listed publicompany] and such other
class or classes of companies, as may be prescribed, shall constitute an Audit Committee.

(2) The Audit Committee shall consist of a minimum of three directors with independent directors
forming a majority:

Provided that majority ahembers of Audit Committee including its Chairperson shall be persons with
ability to read and understand, the financial statement.

(3) Every Audit Committee of a company existing immediately before the commencement of this Act
shall, within one year ofugeh commencement, be reconstituted in accordance witbesuiion ).

(4) Every Audit Committee shall act in accordance with the terms of reference specified in writing by
the Board which shalinter alia, includeg

(i) the recommendation for appointmer@muneration and terms of appointment of auditors of the
company;

(i) review and monitor the auditordés independ
process;
(i) examination of the financial statement an

(iv) approval or any subsequent modification of transactions of the company with related parties:

1.Subs. by Act 1everylistedGcdmpany s(.w-52018)..f o7r #
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YProvided that the Audit Committee may make omnibus approval for related party transactions
proposed to be entered into by the company subject to such condgioresy be prescribed;]

[Provided further that in case of transaction, other than transactions referred to in section 188, and
where Audit Committee does not approve the transaction, it shall make its recommendations to the
Board:

Provided also that in sa any transaction involving any amount not exceeding one crore rupees is
entered into by a director or officer of the company without obtaining the approval of the Audit
Committee and it is not ratified by the Audit Committee within three months frordatee of the
transaction, such transaction shall be voidable at the option of the Audit Committee and if the
transaction is with the related party to any director or is authorised by any other director, the director
concerned shall indemnify the companyiagbany loss incurred by it:

Provided also that the provisions of this clause shall not apply to a transaction, other than a
transaction referred to in section 188, between a holding company and its wholly owned subsidiary
company.]

(v) scrutiny of intercorporate loans and investments;

(vi) valuation of undertakings or assets of the company, wherever it is necessary;
(vii) evaluation of internal financial controls and risk management systems;

(viii) monitoring the end use of funds raised through pulffear®and related matters.

(5) The Audit Committee may call for the comments of the auditors about internal control systems, the
scope of audit, including the observations of the auditors and review of financial statement before their
submission to the Bod and may also discuss any related issues with the internal and statutory auditors and
the management of the company.

(6) The Audit Committee shall have authority to investigate into any matter in relation to the items
specified in suisection 4) or refared to it by the Board and for this purpose shall have power to obtain
professional advice from external sources and have full access to information contained in the records of
the company.

(7) The auditors of a company and the key managerial persoraiehafie a right to be heard in the
meetings of the Audit Committee when it consider

8 The Boar do ssedtian @) ofrsection 184 shall disclose the composition of an Audit
Committee and where the Board had not accepted any recommendation of the Audit Committee, the same
shall be disclosed in such report along with the reasons therefor.

(9) Every listed company or such class or classes of companies, as may be prescribed, sishlleestabl
vigil mechanism for directors and employees to report genuine concerns in such manner as may be
prescribed.

(10) The vigil mechanism under section 9) shall provide for adequate safeguards against
victimisation of persons who use such mechanisthraake provision for direct access to the chairperson
of the Audit Committee in appropriate or exceptional cases:

Provided that the details of establishment of such mechanism shall be disclosed by the company on its
website, i f any,otand in the Boardos rep

178. Nomination and Remuneration Committee and Stakeholders Relationship
Committeed (1) The Board of Directors dfevery listed public company] and such other class or classes
of companies, as may be prescribed shall constitute the mdttion and Remuneration Committee
consisting of three or more n@xecutive directors out of which not less than-bal shall be independent
directors:

1. Theproviso insby Act 21 of 2015, s. 14 (w.e.f. 12-2015).
2.Ins. by Act 1 of 2018, s. 57 (w.e.:5¢2018).
3. Subs. by Act 1 0f 2018,s.58 f or fAevery | i $208. companyo (w.e. f. 7
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Provided that the chairperson of the company (whether executive -@xeoutive) may be appointed
asa member of the Nomination and Remuneration Committee but shall not chair such Committee.

(2) The Nomination and Remuneration Committee shall identify persons who are qualified to become
directors and who may be appointed in senior management in accowdifimdbe criteria laid down,
recommend to the Board their appointment and removallfshdll specify the manner for effective
evaluation of performance of Board, its committees and individual directors to be carried out either by the
Board, by the Nomirteoon and Remuneration Committee or by an independent external agency and review
its implementation and compliarjce

(3 The Nomination and Remuneration Committee shall formulate the criteria for determining
gualifications, positive attributes and indepemzie of a director and recommend to the Board a policy,
relating to the remuneration for the directors, key managerial personnel and other employees.

(49) The Nomination and Remuneration Committee shall, while formulating the policy under
subsection 8) ensure tha&t

(a) the level and composition of remuneration is reasonable and sufficient to attract, retain and
motivate directors of the quality required to run the company successfully;

(b) relationship of remuneration to performance is clead meets appropriate performance
benchmarks; and

(c) remuneration to directors, key managerial personnel and senior management involves a balance
between fixed and incentive pay reflecting short and-tengn performance objectives appropriate to
the woking of the company and its goals:

[Provided that such policy shall be placed on the website of the company, if any, and the salient
features of the policy and changes therein, if any, along with the web address of the policy, if any, shall
be disclosedn the Board's repaft

(5) The Board of Directors of a company which consists of more than one thousand shareholders,
debentureholders, deposiholders and any other security holders at anytime during a financial year shall
constitute a Stakeholders Rédaiship Committee consisting of a chairperson who shall be a - non
executive director and such other members as may be decided by the Board.

(6) The Stakeholders Relationship Committee shall consider and resolve the grievances of security
holders of the company.

(7) The chairperson of each of the committees constituted under this section or, in his absence, any
other member of the committee authorised by him in this behalf shall attend the general meetings of the
company.

(8) In case of any cdravention of the provisions of section 177 and this section, the company shall be
punishable with fine which shall not be less than one lakh rupees but which may extend to five lakh rupees
and every officer of the company who is in default shalf[lk&ble to a penalty of five lakh rupees and
every officer of the company who is in default shall be liable to a penalty of one lakh]rupees

Provided that‘[inability to resolve or consider any grievahd®y the Stakeholders Relationship
Committee in good fdit shall not constitute a contravention of this section.

Explanationd The expressiorfisenior managemedtmeans personnel of the company who are
members of its core management team excluding Board of Directors comprising all members of
management one levetlow the executive directors, including the functional heads.

179. Powers of Board (1) The Board of Directors of a company shall be entitled to exercise all such
powers, and to do all such acts and things, as the company is authorised to exercise and do:

1. Subs.bys.58bid. , for fAshall carry out eval uab20@8). of every direct
2. Subs. byAct 1 of 20185s. 58, for the proviso (w.e.7-5-2018).

3. Subs. by Act 29 of 2020, 36, for certain words (w.e.f. 212-2020).

4. Subs. byAct 1 0f 2018s. 58, -d®mmns ificheomati on of resol-6-20l8n of any grievar
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Provided that in exercising such power or doing such act or thing, the Board shall be subject to the
provisions contained in that behalf in this Act, or in the memorandum or articles, or in any regulations not
inconsistent therewith and duly made thereuntheluding regulations made by the company in general
meeting:

Provided further that the Board shall not exercise any power or do any act or thing which is directed or
required, whether under this Act or by the memorandum or articles of the compaimgrmvise, to be
exercised or done by the company in general meeting.

(2) No regulation made by the company in general meeting shall invalidate any prior act of the Board
which would have been valid if that regulation had not been made.

(3) The Board of Diretors of a company shall exercise the following powers on behalf of the company
by means of resolutions passed at meetings of the Board, namely:

(a) to make calls on shareholders in respect of money unpaid on their shares;

(b) to authorise buypack of searities under section 68;

(c) to issue securities, including debentures, whether in or outside India;

(d) to borrow monies;

(e) to invest the funds of the company;

(f) to grant loans or give guarantee or provide security in respect of loans;

(QQtoapprovd i nanci al statement and the Boardbs r ey
(h) to diversify the business of the company;

(i) to approve amalgamation, merger or reconstruction;

(j) to take over a company or acquire a controlling or substantial stake in another company;
(K) any other maér which may be prescribed:

Provided that the Board may, by a resolution passed at a meeting, delegate to any committee of
directors, the managing director, the manager or any other principal officer of the company or in the case
of a branch office of theompany, the principal officer of the branch office, the powers specified in clauses
(d) to (f) on such conditions as it may specify:

Provided further that the acceptance by a banking company in the ordinary course of its business of
deposits of money fra the public repayable on demand or otherwise and withdraw able by cheque, draft,
order or otherwise, or the placing of monies on deposit by a banking company with another banking
company on such conditions as the Board may prescribe, shall not be dedraeditorrowing of monies
or, as the case may be, a making of loans by a banking company within the meaning of this section.

Explanation 18 Nothing in claused) shall apply to borrowings by a banking company from other
banking companies or from the ReseBank of India, the State Bank of India or any other banks
established by or under any Act.

Explanation 110 In respect of dealings between a company and its bankers, the exercise by the
company of the power specified in claudgg ghall mean the arrangemt made by the company with its
bankers for the borrowing of money by way of overdraft or cash credit or otherwise and not the actual day
to-day operation on overdraft, cash credit or other accounts by means of which the arrangement so made is
actually awailed of.

(4) Nothing in this section shall be deemed to affect the right of the company in general meeting to
impose restrictions and conditions on the exercise by the Board of any of the powers specified in this
section.

180. Restrictions on powers of Bard.d (1) The Board of Directors of a company shall exercise the
following powers only with the consent of the company by a special resolution, namely:

121



(a) to sell, lease or otherwise dispose of the whole or substantially the whole of the undertaking of
the company or where the company owns more than one undertaking, of the whole or substantially the
whole of any of such undertakings.

Explanationd For the purposes of this claude,

(i) fundertaking shall mean an undertaking in which the investment of thgpeoy exceeds
twenty per cent. of its net worth as per the audited balance sheet of the preceding financial year or
an undertaking which generates twenty per cent. of the total income of the company during the
previous financial year;

(i) the expressiofisubstantially the whole of the undertakinig any financial year shall mean
twenty per cent. or more of the value of the undertaking as per the audited balance sheet of the
preceding financial year,;

(b) to invest otherwise in trust securities the amodiroonpensation received by it as a result of
any merger or amalgamation;

(c) to borrow money, where the money to be borrowed, together with the money already borrowed
by the company will exceed aggregate ofY[fsaid-up share capital, free reserves andusées
premium], apart from temporary |l oans obtained
business:

Provided that the acceptance by a banking company, in the ordinary course of its business, of
deposits of money from the public, repayatmedemand or otherwise, and withdraw able by cheque,
draft, order or otherwise, shall not be deemed to be a borrowing of monies by the banking company
within the meaning of this clause.

Explanationd For the purposes of this clause, the expres@iemporay loan® means loans
repayable on demand or within six months from the date of the loan such aeshpitash credit
arrangements, the discounting of bills and the issue of othertehwrioans of a seasonal character,
but does not include loans regsfor the purpose of financial expenditure of a capital nature;

(d) to remit, or give time for the repayment of, any debt due from a director.

(2) Every special resolution passed by the company in general meeting in relation to the exercise of the
powersreferred to in clausec) of subsection () shall specify the total amount up to which monies may
be borrowed by the Board of Directors.

(3) Nothing contained in clausa)(of subsection {) shall affecd

(a) the title of a buyer or other person who baysakes on lease any property, investment or
undertaking as is referred to in that clause, in good faith; or

(b) the sale or lease of any property of the company where the ordinary business of the company
consists of, or comprises, such selling or legsin

(4) Any special resolution passed by the company consenting to the transaction as is referred to in
clause &) of subsection {) may stipulate such conditions as may be specified in such resolution, including
conditions regarding the use, disposal mreistment of the sale proceeds which may result from the
transactions:

Provided that this subection shall not be deemed to authorise the company to effect any reduction in
its capital except in accordance with the provisions contained in this Act.

(5) No debt incurred by the company in excess of the limit imposed by clausé gubsection ()
shall be valid or effectual, unless the lender proves that he advanced the loan in good faith and without
knowledge that the limit imposed by that clause had bgeeeded.

181. Company to contribute tobona fideand charitable funds, etcd The Board of Directors of a
company may contribute tmna fidecharitable and other funds:

1. Subs. by Act 1lupfsh@aid8, capi bl &D2018)ipaeedreservesod (w. e.
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Provided that prior permission of the company in general meeting shall be requiredcfor
contribution in case any amount the aggregate of which, in any financial year, exceed five per cent. of its
average net profits for the three immediately preceding financial years.

182. Prohibitions and restrictions regarding political contributionsd (1) Notwithstanding
anything contained in any other provision of this Act, a company, other than a Government company and
a company which has been in existence for less than three financial years, may contribute any amount

directly or indirectly to any ddical party:

1x * * *

Provided?** that no such contribution shall be made by a company unless a resolution authorising
the making of such contribution is passed at a meeting of the Board of Directors and such resolution shall,
subject to theother provisions of this section, be deemed to be justification in law for the nikiraf
the contribution authorised by it.

(2) Without prejudice to the generality of the provisions of-settion {),8

(a) a donation or subscription or payment caugebe given by a company on its behalf or on its
account to a person who, to its knowledge, is carrying on any activity which, at the time at which such
donation or subscription or payment was given or made, can reasonably be regarded as likely to affect
public support for apolitical party shall also be deemed to be contribution of the amount of such
donation, subscription or payment to such person for a political purpose;

(b) the amount of expenditure incurred, directly or indirectly, by a company adantisement
in any publication, being a publication in the nature of a souvenir, brochure, tract, pamphlet or the like,
shall also be deemed,

(i) where such publication is by or on behalf of a political party, to be a contribution of such
amount to suchpolitical party, and
(i) where such publication is not by or on behalf of, but for the advantage of a political party,
to be a contribution for a political purpose.
4(3) Everycompany shall disclose in its profit and loss account the total amounbcoedriby it under
this section during the financial year to which the account relates.
(3A) Notwithstanding anything contained in ssixction (), the contribution under this section shall not
be made except by an account payee cheque drawn on a bankamoant payee bank draft or use of
electronic clearing system through a bank account:

Provided that a company may make contribution through any instrument, issued pursuant to any scheme
notified under any law for the time being in force, for contributmthe political parties.]

(4) If a company makes any contribution in contravention of the provisions of this section, the company
shall be punishable with fine which may extend to five times the amount so contributed and every officer
of the company whasiin default shall be punishable with imprisonment for a term which may extend to
six months and with fine which may extend to five times the amount so contributed.

Explanationd For the purposes of this sectidipplitical partypo means a political party géstered under
section 29A of the Representation of the People Act, 1951 (43 of 1951).

183. Power of Board and other persons to make contributions to national defence fund,
etcd (1) The Board of Directors of any company or any person or dtytrexercising the powers of the
Board of Directors of a company, or of the company in general meeting, may, notwithstanding anything
contained in sections 180, 181 and section 182 or any other provision of this Act or in the memorandum,
articles or any dter instrument relating to the company, contribute such amount as it thinks fit to the
National Defence Fund or any other Fund approved by the Central Government for the purpose of national
defence.

(2) Every company shall disclose in its profits and Bxssount the total amount or amounts contributed
by it to the Fund referred to in sslection () during the financial year to which the amount relates.

1. The poviso omitted by Act 7 of 2017, s. 154 (w.e.f-32017).

2 The word Afurthero omitt-8g2017py Act 7 of 2017, s. 154 (w. e
3. The words fand t he &iddvweef3E612018.0 omitted by s. 154,

4. Subs. by s. 154hid. for subsedion (3) (w.e.f. 313-2017).
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