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Que. No.7]State the provisionsrelating to restoration of name of company after striking-off.

Can aggrieved creditor may apply for restoration of the name of the company after 10
years if it's striking-off? If so, how?
CS {Executive) - June 2011 {2 Marks}, June 2013 (2 Marks)

Ans.: Appeal to Tribunal [Section 252]: Any person aggrieved by an order of the Registrar,
notifying a company as dissolved u/s 248, may file an appeal to the Tribunal within a period
of 3 years from the date of the order of ROC. If the Tribunal is of the opinion that the removal
of the name of the company is not justified in view of the absence of any of the grounds on
which the order was passed by the ROC, it may order restoration of the name of the company.
However, before passing any order, the Tribunal shall givea reasonable opportunity of making
representations and of being heard to the ROC, the company and all the persons concerned.

Application by ROC for restoration of name of company: If the ROC is satisfied, that the name
of the company has been struck off from the register of companies either inadvertently or on
the basis of incorrect information furnished by the company or its directors, which requires
restoration in the register of companies, he may within a period of 3 years from the date of
i passing of the order dissolving the company, file an application before the Tribunal seeking
restoration of name of such company.

Filing copy of order of Tribunal with ROC: A copy of the order passed by the Tribunal shall
be filed by the company with the ROC within 30 days from the date of the order and o receipt
of the order. The ROC shall cause the name of the company to be restored in the reéister of
companies and shall issue a fresh certificate of incorporation.
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Applicationforrestoration of name of company by the company, member, creditor or workman:
If a company, or any member or creditor or workman thereof feels aggrieved by the company having
its name struck off from the register of companies, the Tribunal on an application made by any
of them before the expiry of 20 years from the publigation of notice in the Official Gazette may,
if satisfied that the company was, at the time of its name being struck off, carrying on business
or in operation or otherwise it is just that the name of the company be restored to the register
of companies, order the name of the company to be restored to the ROC.

The Tribunal may give such other directions and make such provisions as deemed just for
placing the company and all other persons in the same position as nearly as may be as if the

" name of the company had not been struck off from the register of companies.

Que. No. 1] Write a short note on: MCA-21 Project

Write a short note on: SMART Governance CS (Executive) - Dec 2008 (4 Marks)

Ans.: MCA-21 stands for e-governance initiative of Ministry of Corporate Affairs (MCA) of the
21# Century. The project is named MCA-21 as it aims at repositioning MCA as an organiza-
tion capable of fulfilling the aspirations of its stakeholders in the 21st Century. It is based on
the Government's vision of National e-governance in the country. E-governance or Electronic
Governance is the application of Information Technology to the Government functioning in
order to bring about Simple, Moral, Accountable, Responsive & Transparent (SMART) Gover-
nance. This project of MCA aims at moving from paper based to nearly paperless environment.

The projectserves the interestof all the key stake holders and the publicatlarge. Also professionals
need no longer to visit the offices of ROC and are able to interact with the Ministry using
MCA-21 portal from their offices or home. The services of the Ministry of Company_Affair;
with the introduction of MCA-21 will be e-form driven. Form filing will be done using freely
downloadable software and it can be done offline. The prerequisite for using the MCA-21 portal
will be P-4 computer with printer, windows 2000/XP/Vista/7, internet explorer 6.0 version,
Adobe Acrobat Reader from version in 9.4 to version 7.5 and digital signature certificate.

To know better about how MCA-21 will function, one needs to know about the set up of the
Ministry of Corporate Affairs.

Set-up of MCA: Ministry of Corporate Affairs has a three tier organizational set-up:
¢ Headquarters at New Delhi
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¢ Regional Directors (RD) at Mumbai, Kolkata, Chennai, Noida, Ahmedabad and
Hyderabad

& Registrar of Companies (RoC) in States and Union Territories
MCA Headquarters handles cases that require approval of the Government of India (GOI)
for citizen related functions. RD supervises the functioning of ROCs and handles the matters
delegated by GOI while the ROC offices handle the bulk of citizen facing functions.
The Official Liquidators (OL) attached to various High Courts functioning in the country are
also under the overall administrative control of the MCA. Its headquarters at Delhialsoincludes
two Directors of Inspection and Investigation and Director of Research and Statistics.

Que. No. 1A] What is general structure of e-filing process under MCA-21?
’ CS (Executive) ~ June 2011, June 2013 (4 Marks)

Ans.: Ane-Form containscertain standardized features. Eache-Formcontains theformreference
and the description as well as the particular section of the Companies Act or the relevant rules
or regulations under which it is required to be submitted. It starts with the Corporate Identity
Nuffber (CIN), which works as a unique identifier of an Indian Company and the Foreign
Company Registration Number in the case of a Foreign Company that is required to be filled
up. By entering the CIN, the company details to the extent these are available in static form in
the database, are automatically filled in by using the pre-fill functionality.

Features of e-form and e-filing process :

& The e-Form contains a number of mandatory fields which are required to be filled-in.
Certain other fields are non-mandatory in nature which may be filled-in as may be rele-
vant in any particular case. )

o Aninstruction kit is available for each e-Form, which contains details of the instructions
for properly filling the e-Form.

©

¢ Ane-Form may be filled in either online or offline. Online filling implies that the e-Form
is filled while being still connected to MyMCA portal through the Internet. Offline filling
denotes that the e-Form is downloaded into the user's computer and filled later without
being connected to the Internet.

¢ Ane-Formmay require certain mandatory attachments to be filed along witht. Optional
attachments may also be filed with an e-Form. The list of such attachments is displayed
in the e-Form. )

o Next to attachment, there is a declaration that is sought from the person filing the e-Form
to the effect that the information given in the e-Form and the attachments is correct and
complete.

o MostoF the & Forms veqire thie digital signature of the Managing Director or Director,
Manager or Secretary of the company for successful filing/submission.

& Further, the digital signature of a third party may also be required in certain cases. In
the case of an e-Form for creation or modification of charges, such digital signature is

also required from the Bank or Financial Institution.

¢ In certain cases, certification from the CS or CA or CWA in practice is also required to
authenticate the particulars contained in the e-Form. For example, this requirement is
mandatory in the case of an e-Form for cfeation or modification of charges.

o There are built-in facilities to check the filled-in e-Form for requisite validations, to do

pre-scrutiny and to modify the e-Form when the same is required to be re-submitted.
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¢ When the “Submitted” button is pressed, the e-Form gets uploaded into the MCA central
document repository.

+ Thereafter, the requisite fees as applicable for the e-Form should be paid either on-line
or off-line. :

< anefhe e-Form has been accepted and payment of fees has been acknowledged, a work
1te1.n‘ is created and assigned to the appropriate MCA employee based on pre-defined
assignment rules as part of MCA back office workflow automation.

¢ ?n the case of an e-Form, the authorized officer affixes his/ her digital signature for reg-
istering/ approving/rejecting the same.

¢ After the processing of the e-Form is completed, an acknowledgement email is sent to
the user regarding its approval/rejection.

Qqe. No. 2] Write a short note on: Organization of ROC offices under MCA-21

Front Office represents the interface of the corporate and public users with the MCA-21
system. CS (Executive) ~ Dec 2008 (4 Marks)

Ans.: The major components involved in this comprehensive e-governance project are front
office and back office.

Front Office (FO): The implementation of FOis done in two ways. These can be called as Virtual
Front Office (VFO) and Physical Front Office (PFO). C

The VFO is what the citizen has in front while accessing the MCA-21 portal. The PFO will be a
replacement to the existing ROC counters. The PFO will also accept paper documents. However,
these will be converted into electronic documents by customer service agents manning PFO.
Also, the authorized person(s) will have to sign these documents digitally. Consequently the
authorized signatories for a given document will need to appear in person at the PFO for the
purpose of digitally signing the document.

The user can avail the following services on MCA-21 portal
4 e-Filing
4 Viewing public document
# Requesting certified copies
L4 Regigtéring investor complaint
¢ Tracking transaction status
Back Office: The back office process relates to:

4 Dynamic routing of documents that have been electronically filed to the concerned
official within MCA based on the type of service request.

¢ Electronic workflow systems to support speed and certainty in service delivery
¢ Supporting all routine tasks such as registra{ions and approvals

L4 Storifvclf, of all approved documents of companies as part of electronic records, including
provision of access to electronic records for the stakeholders

¢ Enhancing identification of defaulters

L 2

Increasing efficiency of Technical Scrutiny

¢ Ensuring close follow-up on matters related to compliance management including
prosecutions
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@ Enabling quicker responses to investor grievances

& Providing alerts when the tasks are not carried out within stipulated period

rQue. No. 3] Write a short note on: Key benefits of MCA-21 Project

Ans.: The key benefits of MCA-21project are:
¢ Expeditious incorporation of companies
& Simplified and ease of convenience in filing of Forms/Returns
& Better compliance management
& Total transparency through e-Governance
& Customer centric approach
& Increased usage of professional certificate for ensu
Forms/Returns
+ Building up a centralized database repository of corporate operating
# Enhanced service level fulfilment
& Inspection of public documents of companies anytime from anywhere
& Registration as well as verification of charges anytime from anywhere

¢ Timely redressal of investor grievances
& Availability of more time for MCA employees for monitoring and supervision

Que. No. 4] What is ap e-Form?

ring authenticity and reliability of the

Ans.: An e-form is the electronic equivalent of the paper form. The Ministry of Corporate
ive MCA-21. In the new system, itis

Affairs has recently launched a major e-governance initiat
envisaged that all company related document§ would be filed electronically. The new e-Forms

have been devised and notified by the Ministry for this purpose.

Que. No. 5] How to sign an e-Form?

Ans.: An e-Form can be signed by the authorized signatory/ representative using the Digital
Signature Certificate (DSC). Click the red colour signature box in the e-Form to affix the digital
signature. To-avoid increase in size of the e-Form beyond permissible limit of 2.5 MB, always

affix the DSC using the 'Sign and Save As' option.

[" Que. No. 6] How are payments made electronically? What to do if someone do not have

| acredit card or access to banking?

Ans.: Payments can be made electronically through credit card or Internet Banking. During the

e-Filing process, the system will prompt you to make payment. You can choose the mode of

payment and make the payment accordingly.
If you are not having a credit card or Internet banking facility, you can make payment at the
counter of an authorized bank through the pre-filled challan generated by the system after

e-Filing.

‘ Que. No. 7] Can the form once submitted, be rectified by the company uset?

ed. You-may, however, re-submit the e-Form, if
"Required Re-submission'.

Ans.: Once filed, the e-Form cannot be rectifi
the concerned MCA office has marked the status of your SRN as
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| Que. No. 8] Write a short note on: Director Identification Number (DIN)

Afls.: All existing and any personintending tobeappointed asa director are required to obtat
Director [dentification Number (DIN). DIN is also mandatory for directors of }ndi \CO o t'he
whg are not citizens of India. However, DIN is not mandatory for diroclo.r«; of fo"a'n i
having branch offices in India. Only a single DIN is required for an ['ndi\i' du 1‘ 'e']gn C?m_Pa“,"
number of directorships held by him. dualirespective ot
"Director Identification Number" meansanidentificationnumber which the Central Gove

may allot to any individual, intending to be appointed as director or to anv existiLnO :'\’f;mnTCm'
a company, for the purpose of his identification as such and includes Déﬁi;*n uedDI-: ‘r;Ct‘).’]S'Of
Identification Number (DPIN) issued u/s 7 of the Limited Liability Patt ‘)o‘]“ c ¥ '”eis. -
rules made there under." ¥ Partnership Act 2008 and

DINGs a uniaue identificati .
DIN is a unique identification number and once obtained is valid for life time of a director

Que. No. 9] Write a short note on: C i
e e orporate Identity Number (CIN}) based search of

Ans.: Every company has been allocated a Cor i
3 ) porate Identity Number (CIN}. CIN ;
from the MCA-21 portal through search based on: : () Ccanbefound

ROC Registration No.

)

Existing Company Name

- Old Name of pany (in ¢ C i
O ame Conmany (in case of change of name, user is required to enter old name
and the system displays corresponding current name).

active CIN [In case of change of CI f T CUITE enie TeVIQ e
[9) I\J, he user is re 1 ed 2 .
CINN 5 (¢} previous (mactl\ )

Svery foreiem ¢ i
Every foreign company has been allocated a Foreign Cempany Registration Number (FCRN)

Que. No. 10] Write a short note on: Digital Signature Certificate
CS (Executive) ~ Dec 2010 {4 Marks}
Under MCA-21, four types of users identified as users of digital signature. Comment
’ 'CS {Executive} - Dec 2008 (4 Marks)

Ans.: The e-Forms are required to be authenticated by the authorized signatories using digi

signatures as defined under the Information Technology Act, 2000. A gicital signat . a'lgltal
e_lect-ronic signature duly issued by a certifying authority that shows the auc;hori ‘Vgofa t:re oo
signing the same. Itis an electronic analogue of a written signature. Every user \::'ho i; :eZirisr(e)g

“tosigrrarresformfor submission with MCA is required to obtain a Digital Signature Cestificate

gnder the MCA-21 syst.em the following four types of users are identified as users of Digital
ignatures and are required to obtain digital signature certificate: i

1. MCA (Government) Employees.

2. T .Ofesslollals (CS CA,CWA & LaWyelS who interact wit A and co esl e
r 2
) h MC: na ¢ mpam S

[€3}

. Allthol ized Slg.latorles()ftheCOIIlPally includir agu ¢ Director Directo: anage:
Man.
g 5 , SIM g T

4. Representatives of Banks and Financial Institutions.

A person fequi;ipg a Digital Signature Certificate can approach any of the Certifying
authorities identified by the MCA for issuance of Digital Signature Certificate. ©
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EQue. No. 11] Write a short note on: Certified Filing Centre (CFC)

Ans.: Certified Filing Centre (CFC) is an extended arm of the Ministry which is manned by
professionals from three core areas i.e,, Company Secretaries, Chartered Accountants and Cost
Accountants. It is one of the various channels available to the stakeholders to enable them to
do the statutory filing with ROC Offices across the country. These are managed and operated
by professionals on user charge basis.

rQue. No. 12] Write a short note on: Service Request Number (SRN)
L=

Ans.; Each transaction under e-filing is uniquely identified by a Service Request Number (SRN}.
On filing of an e-form, the system will generate and provide a Service Request Number (SRN).
A user can check the status of the document/ transaction, by entering the SRN.

Que. No. 13] Write a short note on: Pre-certification of e-Forms

Ans.: Apart from authentication of e-forms by authorized signatories using digital signatures,
some e-forms are also required to be pre-certified by practicing professionals. Pre-certification
means certification of correctness of any document by a professional before the same is filed
with the Registrar. This pre-certification is to be carried out by inter-alia, Company Secretaries,
Chartered Accountants, Cost Accountants, in whole-time practice.

rQue. No. 14] Briefly explain the following terms used under e-filing:
] (i) Pre-fill

‘ (i) Attachment 4

l‘ (iii) Check Form

(iv) Pre-scrutiny
[ S

Ans.: Pre-fill: Pre-fill is functionality in an e-Form that is used for filling automatically, the
requisite datafromthe systemwithout repeatedly entering the same. Forexample, by entering the
CIN of the company, the name and registered office address of the company shall automatically
be pre-filled by the system without any fresh entry.

CS (Executive) - June 2009 (8 Marks)

Attachment: An attachment refers to a document that s sent as an enclosure with an e-Form

. by means of an attached file. The objective of the attachment is to provide details relevant to

the e-Form for processing. While some attachments are optional some are mandatory in nature.

The attachments to an e-Form will be only in Adobe PDF format. MCA portal shall not accept
attachment file of more than 2.5MB and the user is advised to keep the attachment size to
minimum.

Check Form: By clicking “Check Form”, the user will be in a position to find out whether the
mandatory fields in an e-Form are duly filled-in. For example, if the user enters alphabets in
“Date of Appointment of Director” field, he/she will be asked focorrect the entered information.
If the size of attachment is much bigger than the details may be submitted ina floppy or compact
disc at the ROC office. For example, In the case of Annual Return filed by the companies having
large shareholders base, the list of shareholders may be submitted separately ina CD at the
concerned ROC office indicating SRN No. of e-form filed. ;

Modify: Once the user has done “Check Form”, the form gets locked and it cannot be edited.
1f the user wishes to make any alterations, the form can be overwritten by dlicking “Modify”
button.
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Pre-Scrutiny: Pre-scrutiny is a functionality that is used for checking whether certain core
aspects are properly filled in the e-Form. The user has to login on MCA portal to perform the
pre-scrutiny of e-From. The necessary attachments and digital signatures should be affixed
before submitting the e-Form for pre-scrutiny. 7

Addendum to e-Form: The user may have to submit some additional supporting documents
that are not submitted during the e-Form (application) filing but are required for the processing
of the e-Form. MCA may also ask the applicant to provide some additional documents i;
support of the e-Form already filed so as to expedite the processing of the same. The user can
initiate this on their own by checking the track transaction status on My MCA portal or on being
notified by MCA through email. Payment of fees is not required for filing an addendum. Thz
supporting documents that the applicant uploads, as an addendum, gets duly associated with
the e-Form that was submitted earlier with the given SRN.

Que. No. 15] Distinguish between: Pre-scrutiny & Check Form
CS (Executive)} - June 2013 (4 Marks)

Ans.: The difference between check form and pre-scrutiny is that the Check Form is done b
intezhal features of the form which ensure that all the mandatory and reqﬁired field are fﬂlec):ll
up and attachment are made to the e-from, while Pre-Scrutiny is a complete legal and technical
scrutiny of an e-form done by the MCA portal before accepting the form.

Que. No. 16] Write a short note on: Online Inspection of Documents

Ans.: The documents filed online, once taken on record by ROC Offices shall be available for
public viewing on payment of requisite fees. These documents, which shall be in the domain
of public documents, include documents relating to incorporation, charges, annual returns and
balance sheets and change in directors. A certified copy of the documents can also be obtained
by anyone so interested.

Que. No. 17] Write a short note on: XBRL

Ans.: XBRL is a language for the electronic communication of business and financial data
which is revolutionizing business reporting around the world. It provides major benefits in
the preparation, analysis and communication of business information. It offers cost savings
greater efficiency and improved accuracy and réiiability to all those involved in supplying or’
using financial data. It isan open standard, free of licence fees, being developed by a non-profit
making international consortium. Other pages on this website provide detailed information on
XBRL, its technical features and its business opportunities.

4

XBRL is a data-rich dialect of XML (Extensible Markup Language), the universally preferred
language for-transmitting informationvia the Internet. It was developed specifically to
ComuMcate information between businesses and other users of financial information, such
as analysts, investors and regulators. XBRL provides a common, electronic format for business

" reporting, It does not change what is being reported. It only changes how it is reported.

XBRL is a world-wide standard, developed by an international, non-profit-making consortium,
XBRL International Inc. (XH). XII is made up of many hundred members, including government
agencies, accounting firms, software companies, large and small corporations, academics and
businessreporting experts. XIThasagreed thebasicspecifications which definehow XBRL works.
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Que. No. 18] Write a shoxt note on: Benefits of XBRL
XBRL offers major benefits at all stages of business reporting and analysis. Comment.
CS (Executive) - June 2014 (4 Marks)

Ans.: XBRL offers major benefits at all stages of business reporting and analysis. The benefits
are seen in automation, cost saving, faster, more reliable and more ‘accurate handling of data,
improved analysis and in better quality of information and decision-making. All types of
organizations can use XBRL to save costs and improve efficiency in handling business and
financial information. Because XBRL is extensible and flexible, it can be adapted to a wide
variety of different requirements. All participants in the financial information supply chain
can benefit, whether they are preparers, transmitters Or users of business data. XBRL enables
producers and consumers of financial data to switch resources away from costly manual
processes, typically involving time-consuming comparison, assembly and re-entry of data. They
are able to concentrate effort on analysis, aided by software which can validate and manipulate
XBRL information. ’

Data Collection and Reporting: By using XBRL, companies and other producers of financial
data and business reports can automate the processes of data collection. For example, data
from different company divisions with different accounting systems can be assembled quickly,
cheaply and efficiently if the sources of information have been upgraded to using XBRL. Once
data is gathered in XBRL, different types of reports using varying subsets of the data can be
produced with minimum effort. A company finance division, for example, could quickly and
reliably generate internal management reports, financial statements for publication, tax and
other regulatory filings, as well as credit reports for lenders. Not only can data handling be
automated, removing time-consuming, error-prone processes, but the data can be checked by

software for accuracy.

DataeConsumption and Analysis: Users of data which is received electronicallv in XBRL
can automate its handling, cutting out time-consuming and costly collation and re-entry of
information. Software can also immediately validate the data, highlighting errors and gaps
which can immediately be addressed. It can also help in analyzing, selecting, and processing
the data for re-use. Human effort can switch to higher, more value-added aspects of analysis,
review, reportingand decision-making. In this way, investment analysts can save effort, greatly

- simplify the selection and comparison of data, and deepen their company analysis. Lenders.

can save costs and speed up their dealings with borrowers. Regulators and government
departments can assemble, validate and review data much more efficiently and usefully than

they have hitherto been able to do.

Que. No. 19] Write a short note on: Approval Services
Ans.: Approval from MCA (Headgquarters): It is required in the following cases:

(a) Exemption from attaching annual accounts of subsidiary(s)

(b) Exemption or extension time for repayment of deposits
(¢} Recognition as a Nidhi company

(d) Appointment of sole selling agent

() Appointment of sole buying agent

{f) Declaration of dividend out of reserves

Exemption from providing depreciation

Consent for holding office or place of profit

o~ -
REau
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(i) Providing loan or guarantee or security in connection with the loan to or by specified
category of persons

§j) Modification of the form and content of Balance Sheet and Profit and Loss Account
(k} Appointment of Cost Auditor Forms

Approval Services - Regional Director: The approval of the Regional Director is required in
respect of the following matters:
(a) Issue of licence under Section 8 to an existing company
(b} Issue of licence under Section 8 to a new association :
(c) Approval for entering into contract under Section 138
{d) Rectification of name of company
{e) Appointment/Removal of auditor

{f) Shifting of registered office of the company from the jurisdiction of one ROC to another
within the same State
(g) Opening of new branches by a Nidhi Company Forms
Approval Services - ROCs: ROCs are empowered to accord approval, or to give any direction
in relation to the matters pertaining to the change of name of an existing company and the
conversion of a public company to private company. In addition, ROC approval is required
in following cases:

(a) Extension of time period for holding AGM
(b) Holding AGM at place other than registered address

)
{c) Declaring of company as defunct
)

WNNVINKYL

(d) Extension of the period of annual accounts
(e) Amalgamation of companies

{f) Compounding of offences

Que. No. 20] Write a short note on: Informational Services

Ans.: Informational services cover those forms, which are to be filed with ROC for informational
purposes, in compliance with-the provisions of the Companies Act, 2013. In following cases,
forms relating to following informational services are required to be filed:

(a) Consent and withdrawal of consent of persons charged as officers in default

®

{c) Resolutions and agreements

=

Reporting of Corporate Social Responsibility (CSR)

(d) Noatice of address of place where books of account are kept

(¢) Information in relation to any offer of scheme or contract involving the transfer of shares
or any class of shares in the transferor company to the transferee company

{f) Order received from Court or Tribunal

Que. No. 21] Distinguish between: ‘Informational Services’ and ‘Approval Services’
CS (Executive) - June 2016 (4 Marks)

Ans.: Following are the main points of distinction between informational services and approval
services: )




504 AN INTRODUCTION TO E-GOVERNANCE & XBRL

g T Approval Sérvices U
Méaning Informational servicescover those forms, which | MCA, Regional Directors &ROCsareempowered
: are to be filed with ROC for informational | to accord approval, or to give any direction in
purposes, in compliance with the provisions | relation to the certain matters. Such services are
of the Companies Act, 2013. known as approval services.

ROC approval is required in following cases:

Points -] - InformationalServices. - ©

Example | Forms relating to following informational

| services are required to be filed: (2) Extensionof time period for holding AGM - l' M lTEn ' lIAB l ll I N
(a) Consent and withdrawal of consent of ) Holding AGMat place other than registered s ’
’ persons charged as officers in default address - F \ pARTN ERS “ I p

(b Volumar.y ‘R.eporting of Corporate Social ©
Responsibility (CSR)

() Resolutions and agreements

Declaring of company as defunct

)
(d) Extensionof the period of annual accounts
)

Amalgamation of companies

(d) Notice of address of place where books

of account are kept (fy Compounding of offences

Information in relation to any offer of
scheme or contractinvolving the transfer
of shares or any class of shares in the
transferor company to the transferee
company

i T () Order received from Court or Tribunal

—_
&
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P Que. No. 22] Write a short note on: Certified Filing Centre (CFC)

Ans.: CEC is an extended arm of the Ministry which is manned by professionals from three
Chartered Accountants and Cost Accountants. [t is one
Iders to enable them to do the statutory filing
d operated by professionals on

> The important terms as per the Limited Liabilify P
core areas i.c., Company Secretaries, }l,lY“he lmpmt avn.t're’qu' et fo LR

of the various channels available to the stakeho Lo e i

with ROC Offices across the country. These are managed an

user charge basis. ¢

PAMALANNY -

) Que. No. 1] What are the salient features of the Limited Liability Partnership (LLF)?
CS (Executive) ~ June 2009 (8 Marks), Dec 2009 (6 Marks)

505

© 00000 60 66 &

A




TAXMANN®

506

LIMITED LIABILITY PARTNERSHIP

Ans.: The salient features of the Limited Liability Partnership (LLP) are as follows:
& The LLP is a body corporate and a legal entity separate from its partners.

& Any 2 or more persons, associated for carrying on a lawful business witha view to profit,
may by subscribing their names to an incorporation document and filing the same with

the ROC, form a LLP.

¢ The LLP has a perpetual succession.

¢ The mutual rights and duties of partneré of an LLP inter se and those of the LLP and its
partners shall be governed by an agreement between partners or between the LLP.

¢ ALLPisaseparate legal entity, liable to the fuil extent of its assets, with the liability of
the partners being limited to their agreed contribution in the LLP which may be tangible
or intangible in nature or both tangible and intangible in natufe.

+ No partner would be liable on account of the independent or un-authorized acts of other
partners or their misconduct.

& Bvery LLP shall have at least 2 partners and shall also have at least 2 individuals as
Designated Partners, of whom at least one shall be residefif in India.

& A LLP shall maintain annual accounts reflecting true and fair view of its state of affairs.

& A statement of accounts and solvency shall be filed by every LLP with the ROC every
year. :

@ The accounts of LLPs shall also be audited.

# The Central Government has power to investigate the affairs of an LLP by appointment
of competent inspector for the purpose.

& The Indian Partnership Act, 1932 shall not be applicable £ LLPs.

# A partnership firm, a private company and an unlisted public company may convert
themselves to LLP in accordance with provisions of the proposed legislation.

& The Central Government has made rules for carrying out the provisions of the LLP Act.

Que. No. 2] Distinguish between: Limited Liability Partnership (LLP) and Partnership
CS (Executive) - June 2013, Dec 2013 (4 Marks)

Ans.: Following are the miairi points of distinction between LLP and Partnership: .

Limited liability partnership meansa partner- ; Partnership is the relation between persons
ship formed and registered under Limited | who have agreed to share the profits of a
Liability Partnership Act, 2008. business carried on by all or any of them

acting for all.

1. A partnership firm is not distinct from

LLP is a separate legal entity and therefore,
y the several persons who compose it.

can be sued or it can sue others without in-
volving the partners. I
The partners of a LLP would have limited | Partners of a firm would have unlimited
liability i.e. they would not be liable beyond liability.

the money contributed by them.
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Maximum: - " | Thereshall not beany upper limiton number | As per Section 464 of the Companies Act,
partners of partners in an LLP. 2013 maximum number of partners are 100.

However, Rule 10 of Companies (Miscel-
lancous) Rules, 2014 prescribes 50 persons
in this regard.

Perpetual suc-
cession

A LLP has perpetual succession, i.e. the |

I death or insolvency of a sharehoider or all |

of them does not affect the life of the LLP. !

Thedeathor insolvency of a partner dissolves
the firm, unless otherwise provided.

Business with
partoers

A partner of LLP in his separate capacity !
as a legal person can do business with the |
LLP since the LLP is a separate legal entity

by itself. |

Whereas an individual partner would not *

be able to conduct business transaction with

the partnership firm of which he is a partner. |
i

E Que. No. 3] Distinguish between: Limited Liability Partnership (LLP) and Company

Ans.: Following are the main points of distinction between LLP and Partnership:

Points Limited Liability Partnership * - = {= -, Company.’

Meaning .| Limited liability partnershipmeansa partner- | Company means 2 company incorporated
ship formed and registered under Limited | under the Companies Act, 2013 or under any
Liability Partnership Act, 2008, previous company law.

Governing - | Limited Hability partnerships ére governed | Companies are governed vy the Companics

Law | by the Limited Liability Partership Act, 2008. | Act, 2013 and various Rules made thereunder.

Internal rules
& regulation

1 n
Internal rules and regulation of LLP's are
(=]
governed by the LLP agreement.

Internal rules and reguiation of the companies
are governed by the MOA & ADA.

Meetings - In the LLP Act, there is no stipulation for ;| Every company must hold AGM every year.

meeting of partners either periodically or | Every company must hold 4 board meetings

.{ compulsory at the year end. and gap between two meetingsshould not be

more than 3 months.

Busines®' In an LLP, each partner has the authority | In case of a company no individual director .
to do so unless expressly prohibited by the | can conduct the business of the company |
‘| partnership terms. |
'Remuneration:| There are no provisions in the LLP Act, 2003 The Companies Act, 2013 regulates the ;
;.| regulating the remuneration payable to des- | remuneration payable to directors. (
=, ignated partners. i

Borrowing There are no restrictions on the borrowing | There are restrictions on borrowings power

_power,.. .| powers on the LLP. on the companies.

Accounts. .

The LLP can choose to maintain the accounts
on cash basis/accrual basis.

Companies have to keep their accounts on
accrual basis.

| The audit of LLP is not compulsory if the
| capital contributed does norexceed ¥ 25 fakhs
“1 or if the turnover does not exceed ¥ 40 lakhs.

Audit of a company is compulsory.

.| Cost audit is not applicable for LLPs.

Certain companies are required to do cost
audit also.

Company Sed-
-refary - -

| not provided in the LLP Act, 2008.

The appointment of Company Secretaries is

Certain companies are required to appoint
Company Secretary.

| Que. No. 3A] Distinguish between: Parinership and body corporate
s

The retirement or death of a partner would | The death or retirement of a partner would

not dissolve the LLP.

dissolve the partnership firm.

In a LLP, property of the LLP belongs to the
LLP and not to the individuals comprising it.

In a partnership, the property of the firm is
the property of the individuals comprising it

LLPisformed byanincorporation document
and anLLPagreement, thus, givingitlegality.

Apartnership canbeformed eitherorally or by

adeed of agreement whetherregisteredornot

Ans.: Following are the main points of distinction between LLP and Body Corporate:
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‘Points

- Limited Liability Partnership

“:‘Bady Corpofate:' L

Meaning "

| Limited liability partnership means a partner-

ship formed and registered under Limited
Liability Partnership Act, 2008.

“Body corporate” or “corporation” includes
a company incorporated outside India, but
does not include

(i) aco-operativesociety registered under
any law refating to co-operative societ-
ies and

(i) any other body corporate, which are
specified the Central Governunent by
notification

Governing
Law

Limited liability partnerships are governed
by the Limited Liability Partnership Act, 2008.

Body corporate is regulated by the law
under which it is constituted. For example,
a company being body corporate, will be
regulated by the Companies Act, 2013: RBI
is body corporate and will be regulated by
the RBI Act, 1934.

Internal rules

Internal rules and regulation of LLP's are

Internal rules and regulation of the body cor-

“4f capital contributed does not exceed ¥ 25 lakh

& regulatxon '| governed by the LLP agreement. porates are governed by their MOA & AOA.
Meetings | In the LLP Act, there is no stipulation for Body corporate has to hold AGKT as per the
.| meeting of partners either periodically or | law applicable to it.
| compulsory at the year end.

Business {In an LLP, each partner has the authority | In case of a body corporate business is con-
to do so unless expressly prohibited by the {-ducted by the governing body like Board of
partnership terms. directors, Trustees or Managing Committees.

Borrowing There are no restrictions on the borrowing | There are restrictions on borrowings power

power powers on the LLP on the body corporates.

‘Accounts i The LLP can choose to maintain the accounts | Body corporate has to keep their accounts on

=+ | on cash basis/accrual basis. accrual basis.

Audit " The audit of LLP is not compulsory if the | Audit of a body corporate is compulsory.

or if the turnover does not exceed ¥ 40 lakhs.

Que. No. 3B] Distinguish between: Limited liability partnership and producer company

CS (Executive) - Dec 2010 (4 Marks)

Ans.: Followmg are the main pomts of distinction between LLP and Producer Company:

‘Points’:

i Méahiﬁg

| Limited llab\hty partnership means a part-
| nership formed and registered under Lim-
ited Liability Partnership Act, 2008.

A producer company means a body corpo-
rate, having objects or activities specified in
| Section 581B of the Companies Act, 1956 and :
registered as producer company.

| Limited liability partnerships are governed
1 by the Limited Liability Partnership Act,
| 2008.

Producer companies are governed by the
Companies Act, 1956.

1 Internal rules and regulation of LLP's are
1 governed by the LLP agreement.

Internal rulesand regulation of the producer
companies are governed by the MOA &
AOA.

| In the LLP Act, there is no stipulation for
meeting of partners either perlodxcally or
i compulsory at the year end.

Every producer company must hold AGM
every year. A meeting of the board shall be
held not less than once in every 3 months
and at least 4 board meetings shall be held

in every year
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In an LLP, each partner has the authority Incaseofaproducercompanynomdxvxdual
to do so unless expressly prohibited by the | director can conduct the business of the
partmership terms, company.

»*| There are no provisions in the LLP Act, | The Companies Act, 1956 regulates the
| 2008 regulating the remuneration payable | remuneration payable to directors.
| to designated partners.

i There are no restrictions on the borrowing | There are restrictions on borrowings power

power powers on the LLP. on the producer companies.

The LLP canchoose to maintain theaccounts | Producer companies have to keep their ac-
on cash basis/accrual basis. counts on accrual basis.

The audit of LLP is not compulsory if the | Auditofa producercompany iscompulsory.
capitalcontributed does notexceed ¥ 25lakh
orif the turnover does not exceed 40 lakhs.

The appointment of Company Secretaries is | Every producer company havinganaverage

not provided in the LLP Act, 2008. annual turmover exceeding 5 Crore ineach
of 3 consecutive financial years.shalt have a
whole-time secretary.

DEFINITIONS

|
Que. No. 4] Define the following terms as defined in Limited Liability Partnership Act,
2008 |

- Designated Partner
- Limited Liability Partnership

- LLP Agreement

- Partner

®
Ans.: Designated Partner [Section 2 (j)]: Designated partner means any partner designated as
such pursuant to Section 7.

Limited Liability Partnership {Section 2 (n)]: Limited liability partnership meansa };artnership
formed and registered under the Limited Liability Partnership Act, 2008.

_ LLP Agreement [Section 2(0)]: LLP agreement means any written agreement between .the

partners of the LLP or between the LLP and its partners which determines the mutual rights
and duties of the partners and their rights and duties in relation to that LLP.

Partner [Section 2 {q)]: Partner, in relation to a LLP, means any persgn who becomes a partner
in the LLP in accordance with the LLP agreement.

NATURE OF LIMITED LIABILITY PARTNERSHIP

Que. No. 5] Limited Liability Partnership is not a body corporate. Do you agree?
Ans.: LLP to be body corporate [Section 3]: A LLP is a body corperate formed and incorpo-
rated under this Act and is a legal entity separate from that of its partners.
A LLP shall have perpetual succession.
Any change in the partners shall not affect the existence, rights or liabilities of the LLP.

Non-applicability of the Indian Partnership Act, 1932 [Section 4]: The provisions of the
Indian Partnership Act, 1932 shall not apply to a LLP. '
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Que. No. 6] Who can become a partner in LLP? Also state the disqualification of partners
in LLP.
What are the disqualification of designated partners?

CS(Executive) - June 2014 (4 Marks)

Ans.: Partners [Section 5]: Any individual or body corporate may be a pariner in a LLP.
Disqualification of partners in LLP: An individual shall not be capable of becoming a partner
of a limited liability partnership, if-

(2) He has been found to be of unsound mind by a Court of competent jurisdiction or

(b) He is an un-discharged insolvent or

(c) He has applied to be adjudicated as an insolvent and his application is pending.

Que. No. 7] Minimum how may partners are required for limited liability partnership?
What the liability of partners if number of partners falls below the minimum number

of partners?
There are no shareholders in limited liability partnership, instead there are partners.
CS (Executive) - June 2010 (5 Marks)

Ans.: Minimum number of partaers [Section 6]: Every LLP shall have at least 2 partners.

If at any time the number of partners of a LLP is reduced below 2 and the business of the LLP is
carried by the remaining one partner even after 6 months form the reduction of number below
2, shall be liable personally for the obligations of the LLP incurred after 6 months.

Maximum number of partner: There is no upper limit or number of partners in an LLP.

Que. No. 8] Write a detailed note on: Designated Partners under LLP Act, 2008

Ans.: Number of Designated Partners [Section 7(1)]: Every LLP shall have at least 2 designated
partners who are individuals and at least one of them shall be a resident in India. However, if
body corporate is the partner of LLP, nominees of such body corporate shall act as designated
partners. '

Resident in India means a person who has stayed in India for a period of not less than
182 days during the immediately preceding one year. s -

Who can be designated partners [Section 7(2j]: If the incorporation document specifies who
are to be designated partners, such persons shall be designated partners on incorporation.

However, if the incorporation document specifies states that each of the partners from time
to time of LLP is to be designated partner, every such partner shall be a designated partner.

Any partner may become a designated partner by and in accordance with the LLP agreement.
A partner may cease to be a designated partner in accordance with LLP agreement.

Consent to act as designated partners [Section 7(3)]: An individual shall not become a desig-
nated partner in any LLP unless he has given his prior consent fo actas such to the LLP in such
form and manner as may be prescribed. As per Rule 7 consent to act as designated partners
has to be given in Form No. 9. :

Filing with ROC [Section 7(4)]: Every LLP shall file with the ROC the particulars of every
individual who has given his consent to act as designated partner in prescribed form and within
30 days of his appointment. As per Rule 8 consent to act a designated partners has to be file
with the ROC in Form No. 5.
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Eligibility of designated partner [Section 7(5)}: An individual eligible to be a designated part-
ner shall satisfy such conditions and requirements as may be prescribed.

DPIN [Section 7 (6)}: Every designated partner of a LLP shall obtain a Designated Partner Iden-
tification Number {DPIN) from the Central Government. As per Rule 10(1) every individual,
who is intending to be appointed as designated parmer of a LLP shall make an application
electronically to the Central Government for allotment of DPIN in Form No. 7.

Que. No. 9] What are the liabilities of designated partners under the Limited Lia‘oility‘
Partnership Act, 20087

Ans.: Liabilities of designated partners [Section 8]: A designated partner shali be--

(a) Responsible for the doing of all acts, matters and things as are required fo be done by the
LLP in respect of compliance of the provisions of the Act including filing of any docu-
ment, return, statement and the reports and :

(b) Liable to all penalties imposed on the limited liability partnership for any contravention
of those provisions.
e

-
[ Que. No. 10] Write a short note on: Changes in designated fartners

Ans.: Changes in designated partners [Section 9]: A LLP may appoint a designated partner
wit}'u.n 30 days of a vacancy arising for any reason. However, if no designated partner is
appointed, or if at any time there is only one designated partner, each partner shall be deemed
to be a designated partner.

INCORPORATION OF LIMITED LIABILITY PARTNERSHIP

Que. No. 11] State the provisions relating to incorporation of LLP.

Ans.: Incorporation document [Section 11}: For a LLP to be incorporated-

{a) Two or more persons associated for carrying on a lawful business with a view to profit
shall subscribe their names to an incorporation document.

{b) The incorporation document shall be filed in prescribed manner and with prescribed
fees, with the ROC of the State in which the registered office of the LLP is to be situated
and ' ' ' '

(c) Thereshall be filed along with the incorporation document, a statement in the prescribed
form, made by either an advocate, or a CSor CA or CWA, who is engaged in the forma-
tion of the LLP and by anyone who subscribed his name to the incorporation document,
that all the requirements of the Act and the rules made there under have been compiied
with, in respect of incorporation and matters precedent and incidental thereto.

S
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The incorporation document shall--
@) be in a prescribed form
(b) State the name of the LLP
{c) State the proposed business of the LLP
(d) State the address of the registered office of the LLP

{¢) State the name and address of each of the persons who are to be partners of the LLF on
incorporation

{f) State the name and address of the persons who are to be designated partners of the LLP
on incorporation :

(g) Contain other prescribed information
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The incorporation document shall be filed with the ROC in Form No. 2. [Rule 11]

The staternent of CS or CA or CWA that all the requirements of the Act and the rules made
thereunder have been complied with has to be filed in Form No. 3. [Rule 12]

Incorporation by registration [Section 12]: When the requirements of Section 11 have been
complied with, the Registrar shall register the incorporation document and give a certificate
that the LLP is incorporated by the name specified therein within a period of 14 days.

The certificate issued shall be signed by the Registrar and authenticated by his official seal.
The certificate shall be conclusive evidence that the LLP is incorporated by the name specified

therein.

Que. No. 12] State the provisions relating to registered office of LLP. Can LLP change it
registered office form one State to another State? If yes, state the procedure for giving
effect to the same.

Ans.: Registered office of LLP and change therein [Section 13]:

(1) Every LLP shall have a registered office to which all communications and notices may
be addressed and where they shall be received.

{2} Adocumentmay beserved onalLPorapartneror designated partner thereof by sending
it by post under a certificate of posting or by registered post or by any other prescribed
manner, at the registered office and any other address specifically declared by the LLP.
As pér Rule 16(3), the intimation of address for service of documents to LLP shall be
given to the Registrar in Form No. 12.

(3) A LLP may change the place of its registered office and file the notice of change with
the ROC in prescribed form. As per Rule 17(2), such notice of change in registered office
shall be given to ROC in Form No. 15.

Change of registered office form one State to another State [Rule 17(4)}: Where the change
in place of registered office is from one state to another state, the LLP shall, not less than 1
month before filing any notice with Registrar, publish a general notice, at least once, in the
district in a daily newspaper published in English and in the principal language of the dis-
trict in which the registered office of the LLP is situated and circulating in that district giving
notice of change of registered office.

Change of registered office within the state from the jurisdiction of one Registrar to the
jurisdiction of another Registrar [Rule 17(5): Where the change in place of registered office
is from one place to another place within the state from the jurisdiction of one ROC to the
jurisdiction of another ROC or from one state to another state, the LLP shall file the notice in
form 15 with the ROC from where the LLP proposes to shift its registered office with a copy
thereof for the information to the ROC under whose jurisdiction the registered office is pro-
posed to be shifted.

Que. No. 13] Write a short note on: Effect of registration of LLP

Ans.: Effect of registration [Section 14]: Effect of registration is as follows:

(a) A LLP is capable of suing and being sued by its name.

(b} A LLP can acquire, own, hold and develop or dispose of property.
(¢) A LLP can have acommon seal, if it decides to have one.
)

(d) A LLP cando and suffer such other acts and things as bodies corporate may lawfully do
and suffer.

. Ans.: Application for direction to change name in certain circumstances [Section 18]: Any
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Que. No. 14] Write a short note on: Name of LLP

Ans.:Name [Section15): Every limited liability partnership shall have either the words "Limited
Liability Partnership” or the acronym "LLP" as the last words of its name.

No LLP shall be registered by a name which, in the opinion of the Central Government is ~
(a) undesirable or

(b) identical or too nearly resembles to that of any other partnership firm or LLP or body
corporate or a trade mark.

Que. No. 15] What are the provisions for reservation of name of limited liability partner-
ship under the Limited Liability Partnership Act, 20087

Ans.: Reservation of name [Section 16]: A person may apply in prescribed form to the ROC
for the reservation of a name set out in the application as- :

(a) the name of a proposed limited liability partnership or

(b) the name to which a limited liability partnership proposes to change its name.

Upon receipt of an application, the ROC may reserve the name for a period of 3 moanths if he is ?
satisfied that the name to be reserved is not one which may be rejected on any gr‘gund referred
Section 15. As per Rule 18(6), every such application shall be in Form No. 1. ?

Que. No. 16] State thé provisions of the Limited Liability Partnership Act, 2008 relating

to change of name on the direction of the Central Government?

]
Ans.: Change of name of LLP [Section 17]: If the Central Government is satisfied that a LLP @
fhas been registered under a name which is undesirable or identical or too nearly resembles £
to that of any other partnership firm or LLP or body corporate or a trade mark, the Central @
Government may direct such LLP to change its name, and the LLP shall comply with the said
direction within 3 months. {

Que. No.17] XYZ Limited Liability Partnership was incorporated on 1.1.2015. On 15.6.2015
through inadvertence another limited liability partnership having identical name was
registered. State the remedies available LLP registered earlier.

entity or LLP which is already incorporated and by the same name another LLP is incorpo-
rated then such entity or LLP incorporated first may apply-to ROC to given direction to LLP
incorporated subsequently to change its name. .

As per Rule 19(1), entity or LLP incorporated first may apply to ROC in Form No. 23 to give a
direction to that LLP incorporated subsequently to change its name.

Entity or LLP incorporated first has to apply for such direction within 24 months of incoroié-
tion of second LLP having similar or identical name.

Que. No. 18] PQR Limited Liability Partnership desires to change its name to MNO
Limited Liability Partnership. State the provision and procedure in this regard.

Ans.: Change of registered name [Section 19]: Any LLP may change its name registered with
the ROC by filing with him a notice of change of name in prescribed form and on payment of
prescribed fees.

As per Rule 20(2), notice of change of name shall be given to the ROC in Form No. 28.
Que. No. 19] Write a short note on: Publication of name and limited liability of LLP ?

_
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Ans.: Publication of name and limited liability [Section 21]: Every LLP shall ensure that its
invoices, official correspondence and publications bear the following, namely:

(2) The name, address of its registered office and registration number of the limited liability
partnership and
(b) A statement that it is registered with limited liability.

PARTNERS & THEIR RELATIONS

Que. No. 20] Who can become partrer in limited liability partnership?

Ans.: Eligibility to be partners [Section 22]: On the incorporation of a LLP, the persons who
subscribed their names to the incorporation document shall be its partners and any other person
may become a partner of the LLP by and in accordance-with the LLP agreement.

Que. No. 21] How mutual rights and duties of the partners of a LLP are governed under
the Limited Liability Partnership Act, 20082

e
Ans.: Relationsh#p of partners [Section 23]:

1. The mutual rights and duties of the partners of a LLP shall be governed by the LLP
agreement.

2. The LLP agreement and any changes init shall be filed with the ROC in prescribed form.
As per Rule 21(1), every LLP shall file information with regard to the LLP agreement in

Form No. 4 within 30 days from the date of agreement.

3. An agreement in writing made before the incorporation of a LLP between the persons
who subscribe their names to the incorporation document,may impose obligations on
the LLP, provided such agreement is ratified by all the partners after the incorporation
of the LLP. -

[

4. Inthe absence of agreement as to any matter, the mutual rights and duties of the partners
shall be determined by the provisions relating to that matter as are set-out in the First
Schedule.

Que. No. 22] Write a short note on: Cessation of partnership interest in LLP

Ans.: Cessation of partnership interest [Section 24]: . v
(1) A person may cease to be a partner of a LLP in accordance with an agreement with the
" other partners. A partner may cease to be a partner of a LLP by giving 30 days notice in
writing to the other partners of his intention to resign.

{2) A person shall cease to be a partner ofaLLP-
- on his death or dissolution of the LLP or
- if he is declared to be of unsound mind by a competent Court or
" if he has applied to be adjudged as an insolvent or declared as an insolvent.

(3) Where a person has ceased to be a partner of a LLP will be continue to be treated as
partner of the LLP unless-
- The person has notice that the such partner has ceased to be a partner or

. Notice of cessation of a partner has been delivered o the ROC.

(4) The cessation of a partner from the LLP does not by itself discharge the partner from any
obligation to the LLP or to the other partners or to any other person which he incurred
while being a partner.

i
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(5) Where a partner of a LLP ceases to be a partner, he or a person entitled to his share (in
case of the death or insolvency of the partner), shall be entitled to receive from the LLP -

- An amount equal to the capital contribution actually made by the partner

- His right in accumulated profits determined as at the date the partner ceased to
be a partner. .

(6) A ceased partner or a person entitled to his share (in case of the death or insolvency of
the partner) shall not have any right to interfere in the management of the LLP. )

As per Rule 22(1), every partner shall intimate change in his name or address in Form No. 6.

As per Rule 22(2), where a person becomes or ceases to be a partner or where thereisany change
in the name or address of a partner, the LLP shall file with the Registrar, a notice in Form No. 5.

Que. No. 23] What type of compliance has to be made when a person becomes or ceases
to be a partner in LLP or when there is change in his name of address.

Ans.: Registration of changes in partners [Section 25]:

(1) Efrery partner shail inform the LLF of any change in his name or address withina period
of 15 days of such change. As per Rule 22(1), every partner shall intimate change in his
name or address in Form No. 6.

(2) Where a person becomes or ceases to be a partner, A LLP shall file a notice with the ROC
within 30 days from the date he becomes or ceases to be a partner.

Where there is any change in the name or address of a partner, file a notice with the

@NNTIRYL e e oo

Registrar within 30 days of such change.
As per Rule 22(2), such a notice has to be filed in Form No. 5.
(3) A notice filed with the ROC

.

Shall be in prescribed form and accompanied by prescribed fees
- Shall be signed and authenticated by the designated partner of the LLP

- If it refates to an incoming partner, shall contain a statement by such partner that he
consents to becoming a partner, signed and authenticated by him.

(4) Any person who ceases to bea partner of a LLP may himself file with the ROC the notice
if he has reasonable cause to believe that the LLP may not file the notice with the ROC.

EXTENT & LIMITATION OF LIABILITY dF LLP AND PARTNERS

Que. No. 24] Can one partner be treated as agent of other partner in limited liability
partnership?

Ans.: Partner as agent {Section 26]: Every partner of a LLP is, for the purpose of the business
of the LLP, the agent of the LLP, but not of other partners.

I Que. No. 25] Discuss the extent of liability of limited lability partnership and its partners.

Ans.: Extent of liability of LLP [Section 27]:
(1) ALLPis not bound by anything done by a partmer in dealing with a person if-

- The partner in fact has-no authority to act for the LLP in doing a particular actand

- The person knows that he has no authority or does not know or believe him to be

a partner of the LLP. ‘ ‘

(2) The LLP is liable if a partner comumits a wrongful act or omit do on his partin
of the business of the LLP.

he course
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(3) An obligation of the LLP shall be solely the obligation of the LLP. Thus, obligation of
LLP is not obligation of partners.
(4) The liabilities of the LLP shall be met out of the property of the LLP.
Extent of liability of partner [Section 28]: A partner is not personally liable, directly or
indirectly for an obligation of the LLP.
A partner shall not be personally liable for the wrongful act or omission of any other partner
of the LLP.

l Que. No. 26} Explain the doctrine of holding out as enunciated in Section 29 of the Limited

Liability Partnership Act, 2008.

Ans.: Holding out [Section 29]: Any person, who by words spoken or written or by conduct,
represents himself, or knowingly permits himself to be represented to be a partner ina LLP is
liable to any person who has on the faith of any such representation given credit to the LLP,
whether the person representing himself or represented to be a partner does or does not know
that the representation has reached the person so giving credit.

Example 1: Arun introduces Balu of a partner in LLP to Chandan. Balu, in fact, was ot a partner in
LLP but he did not deny the statement. Chandan advanced a loan to LLP. LLP could not repay the loan.
Balu is responsible for the repayment of loan because, Balu is a partner by estoppel.

Whereany credit is received by the LLP as a result of such representation, the LLP shall, without
prejudice to the liability of the person so representing himself or represented to be a partner,
be liable to the extent of credit received by it or any financial benefit derived thereon.

Where after a partner's death the business is continued in the same LLP name, the continued
use of that name or of the deceased partner's name shall not make his legal representative or
his estate liable for any act of the LLP done after his death.

Que. No.27] Under which circumstances the liability of the partner of the limited liability
partnership is unlimited.

Ans.: Unlimited liability in case of fraud [Section 30]: If any act is carried out by a LLP or its
partners with intent to defraud creditors or any other person or for any fraudulent purpose,
the liability of the LLP and its partners shall be unlimited for all or any of the debts or other
liabilities of the LLP. ' T ’
In case any fraudulent act is carried out by a partner, the LLP is liable to the same extent as the

partner. However, if it is established by the LLP that such act was without the knowledge or

the authority of the LLP then LLP will not be liable.
Punishment: Where any business is carried on twith to defraud creditors or any other person
or for any fraudulent purpose, every person-who was knowingly a party to the carrying on of
the business shall be punishable with imprisonment for a term which may extend to 2 years
and with fine which shall not be less than 7 50,000 but which may extend to ¥ 5,00,000.

In addition to penalty as stated above, partner may be liable for criminal proceeding and also
liable to pay compensation to any person who has suffered any loss or damage due to such
fraudulent acts.

However, LLP shall not be liable if any such partner or designated partner or employee has
acted fraudulently without knowledge of the LLP.

Que. No. 28] Write a short note on: Whistle blowing under the LLP Act, 2008

Ans.: Whistle blowing [Secﬁdn 31{1)}: The Court or Tribunal may reduce or waive any penalty
leviable against any partner or employee of a LLP, if it is satisfied that-
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(a) Sxfxch partner or employee of a LLP has provided useful information during investigation
of LLP or

(b) When any information given by any partner or employee leads to LLP or its partner or
employee being convicted under the Act or any other Act.

No action whistle blower [Section 31(2)]: Partner or ethployee of any LLP cannot bedischarged,
demoted, suspended, threatened, harassed or discriminated merely because of he provides
information pursuant to Section 31(1).

CONTRIBUTIONS

Que. No. 29] State the manner of making contribution by the partners in the business of
limited liability partnership.

Ans.: Form of capital contribution [Section 32]: A capital contribution of a partner may consist
of tangible, movable or immovable or intangible property or other benefit to the LLP, including
money, promissory notes, other agreements to contribute cash or property, and contracts for
services performed or to be performed.

The monetary value of contribution of each partner shall be accounted for and disclosed in the
accounts of the LLP in the prescribed marnner.

As per Rule 23(1), contribution of partners shall be valued by a practicing CA or by a practicing
Cost Accountant or by approved valuer from the panel maintained by the Central Government.

Obligation to c‘(.)ntribute [Section 33]: The obligation of a partner to contribute money or other
property or othler benefit or to perform services for a LLP shall be as per the LLP agreement.

A creditor of a LLP, which extends credit or otherwise acts in reliance on an obligation :
described in that agreement, without notice of any compromise between partners, may enforce  :

the original obligation against such partner.

FINANCIAL DISCLOSURES

Que. No. 30] State the provisions relating to maintenance of books of account and audit
of accounts of LLP.

Novel LLP, Trademark & Patent Attorneys, have been successfully running their business
for the last five years. They have fixed assets in the form of intangibles (software) worth
Z 75akh in their balance sheet. Advise as to whether their accounts are to be-audited.

(& (Execuﬁve) ~ Dec 2016 (4 Marks)

Ans.: Maintenance of books of account, other records and audit, etc. [Section 34]:

1. The LLP shall maintain proper books of account relating to its affairs for each year of its
existence on cash or accrual basis and according to double entry system of accounting.
Such books of account shall be maintained at the registered office for 8 years from the
date on which they are made. .

2. Every LLP shall, withina period of 6 months from the end of each financial year, prepare
a Statement of Account and Solvency in Form No. 8 and such statement shall be signed
by the designated partners of the LLP.

3. Every LLP shall file the Statement of Account and Solvency with thé ROC every year in
within the prescribed.

4. The accounts of LLPs shall be audited in accordance with prescribed rules. However, the
Central Government may exempt any class or classes of LLPs from the requirements of
auditing accounts by notification in the Official Gazette.
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As per Rule 24(10), a LLP shall be exempt from the audit of its accounts if its turnover does
not exceed, in any financial year, Z 40,00,000 or its contribution does not exceed T 25,00,000.

Appointment of auditor {Rule 24(13) to (17)]: An auditoror auditors of a LLPshall beappointed
for each financial year of the LLP, unless the LLP is exempt from the provisions of audit.

For each financial year for which an suditor or auditors is or are to be appointed (other than
the LLI’s first financial year), the appointment must be made within 30 days before the end

of the financial year.
The designated partners may appoint an auditor or auditors—
(a) atany time for the first financial year but before the end of the first financial year, or
(b) within 30 days before the end of the each financial year or
() tofill a casual vacancy in the office of auditor or
(d) to fill up the vacancy caused by removal of an auditor.
The partners may appoint an auditor or auditors where the designated partners fail to appoint
the auditor as stated above.
Only a chartered accountant in practice shall be qualified for appointment as auditor of a LLP.

rite a short note on: Annual Return of LLP

r7Que. No. 31] W
Ans.: Annual Return {Section 35]: Every LLP shall ﬁie ‘an annual return duly authenticated
with the ROC within 60 days of closure of its financial year in prescribed form.

As per Rule 25(1), annual return has to be filed in Form No. 11.

As per Rule 25(2), the annual return shall be accompanieﬁ by a certificate from a Company
Secretary that he has verified the particulars including from the Books and records of the LLP

and found them to be true and correct.

OTHER PROVISIONS

Que. No. 32] State the provisions relating to investigation of the affairs of limited liability
partnership.
There are certain circumstances under which investigation into the affairs of a limited
liability partnership is conducted under the LLP Act, 2008. Comment.

CS (Executive) - June 2016 (5 Marks)

Ans.: Investigation of the affairs of LLP [Section 43]: The Central Government shall appoint
one or more inspectors to investigate the affairs of a LLP and to report thereon if -

(a) The Tribunal, either suo motu, or on an application received from not less than 20% of

the total number of partners, by order, declares that the affairs of the LLP ought to be

investigated or )
(b) Any Court, by order, declares that the affairs of a LLP ought to be'investigated.-
The appointment of inspectors may be made,-

(a) ifnotless than20% of the total number of partners of the LLP make an application along
with supporting evidence and security amount as may be prescribed; or

(b) if the LLP makes an application that the affairs of the LLP ought to be investigated or
(c) if, in the opinion of the Central Government, there are circumstances suggesting-

- That the business of the LLP is being or has been conducted with an intent to defraud
its creditors, partners or any other person, o otherwise for a fraudulent or unlawful
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purpose, or in 2 manner oppressive or unfairly prejudicial to some or any of its partners
or that the LLP was formed for any fraudulent or unlawful purpese or -

- That the affairs of the LLP are not being conducted in accordance with th+ provisions of
this Act or o
- That, on receipt of a report of the ROC or any other investigating or regulatory agency
" o 37, o 1 H ;Y -
there are sufficient reasons that the affairs of the LLP ought tc be investigated.

Que. No. 33] Write a short note on: Foreign Limited Liability Partnership A limited
liability partnership registered in Singapore is proposing to establish a place of business
in Mumbai. Comment. CS (Executive) - June 2013 (5 Marks)

Ans.: Foreign limited liability partnership [Section 59]: The Central Government may make
rules for provisions in relation to establishment of place of business by foreign LLPs within
India and carrying on their business. ’

As per Rule 18(4), a foreign LLP or firm or company may apply in Form No. 27 to the Regis-
trar for reserving its existing name by which it is registered in the country of its reguliation or

incorporation and nota#otting to any LLP in India. Such reservation shall be valid for 3 years .

but may renewed on a fresh application along with payment of fee.
Aforeign LLPshall, within 30 days of establishinga place of business in India, file with the ROC:
{a) A copy of the certificate of incorporation or registration of the LLP;
{b) .The full address of the registered or principal office of the LLP in the country of its
incorporation; A

(c) The full address of the office of the LLP in India which is to be deemed as its principal
place of business in India; and ’ i

(d) List of partners and designated partners, if any, and the names and addresses of two

or more persons resident in India, authorized to accept on behalf of the LLP, service of
process and any notices or other documents required to be served on the LLP.

Que. No. 34] State the mode of winding-up of limited liability partnership. Under which
circumstances the LLP compulsory wound-up by the order of the Tribunal?

_ Ans.: Winding up and dissolution [Section 63]: The winding up of a LLP may be either

voluntary or by the Tribunal and LLP, so wound up may be dissolved.

Circumstances in which LLP may be wound up by Tribunal [Section 64]: A LLP may be
wound up by the Tribunal- ) ’

{a) If the LLP decides that LLP be wound up by the Tribunal;
(b) If the number of parters is reduced below 2 for a period of more than 6 months;
(c) If the LLP is unable to pay its debts; .

{d)" If the LLP has acted against the interests of the sovereignty and integrity of India, the
security of the State or public order; '

() If the LLP has made a default in filing with the ROC the Statement of Account and
Solvency or annual return for any 5 consecutive financial years; or

(f) If the Tribunal is of the opinion that it is just and equitable that the LLP be wound up.
The Limited Liability Partnership (Winding up and Dissolution} Rules, 2012 prescribes the
details provisions relating to winding up. Any LLP may be wound-up voluntarily if the LLP
passes a resolution to wind up the LLP with approval of at least 75% of the total number of its
partners. However, where the LLP has creditors, whether secured or unsecured, the winding
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A copy of the resolution shall be filed with the ROC within 30 days of passing of such
resolution in Form No. 1.

Que. No. 35] “Limited liability partnership is the best suited form of entity for profes-
sionals”. Elaborate. CS (Executive) ~ Dec 2014 (4 Marks)

Ans.: LLPs are eminently suited to the professionals like Company Secretaries and others.
They will get the benefit of limited liability and insulate them from third party claims against
professional negligence or deficiency. A cross section of the professionals may come together
under the banner of LLP tocarry on the professional work in their respective field of specialization,
with the respective statutes according sanction for such a dispensation. Such an arrangement
will bring the professionals closer and this will benefit the corporate and other clients, as they
may be able to get solutions to their problems under one roof. This will also create a strong
organization of professionals and acts asa bulwark against keen competition expected tohappen
from the professionals abroad, with the opening of legal field under the WTO dispensation.

rQue. No. 36] Sun & Moon LLP, Trademark and Patent Attorneys, seeks your advice as
to the circumstances which would require their accounts to be audited. They have also

asked you whether foreign direct investment is allowed in limited liability partnership.
i Examining the provisions of the Limited Liability Partnership Act, 2008 and the rules
! thereof, advise whether they can avail external commercial borrowings.

CS (Executive) = June 2016 (4 Marks})

Ans.: As per Section 34, of the LLP Act, 2008, the accounts of LLPs shall be audited inaccordance
with prescribed rules. However, the Central Government may exempt any class or classes of
LLPs from the requirements of auditing accounts by notification in the Offigial Gazette.
As per Rule 24 (10) of the LLP Rules & Forms, 2008, a LLP shall be exempt from the audit of
its accounts if its turnover does not exceed, in any financial year, ¥ 40,00,000 or its contribution
does not exceed ¥ 25,00,000.
Foreign limited liability partnership [Section 59]: The Central Government may make rules
for provisions in relation to establishment of place of business by foreign LLPs within India
and carrying on their business.
As per Rule 18 (4), a foreign LLP or firm or company may apply in Form No. 27 to the Registrar
for reserving its existing name by which it is registered in the country of its regulation or
incorporation and not allotting to any LLP in India. Such reservation shall be valid for 3 years
but may renewed on a fresh application along with payment of fee.
A foreign LLP shall, within 30 days of establishing a place of business in India, file with the ROC:
{a) A copy of the certificate of incorporation or registration of the LLP;
(b) The full address of the registered or principal office of the LLP in the country of its in-
corporation;

(¢) The full address of the office of the LLP in India which is to be deemed as its principal

place of business in India; and
(d) List of partners and designated partners, if any, and the names and addresses of two
or more persons resident in India, authorized to accept on behalf of the LLP, service of
process and any notices or other documents required to be served on the LLP.
As per circular issued by RBI FDIin LLP is allowed subject to compliance of specified conditions
[A.P. (DIR Series) Circular No. 123]. However, LLP cannot avail external commercial borrowings
(ECB).

NOTICES AND MINUTES

 DRAFTING OF RESOLUTIONS,

«#uE  BOARD RESOLUTIONS

Que. No. 1} Draft a resolution for charging person with the responsibility of ‘officer who
is in default’.

Ans.: .

Officer who is in default: [Section 2(60)]

Passing Aqtho'rity — Board of Directors

Nature of the Resolution ~ — Resolution with simple majority

“RESOLVED THAT pursuant to Section 2(60) of the Companies Act, 2013, Mr. X,
{designation to be specified) of the Company, who has given his consent dated , and
placed before the Board. initialled by the Chairman for purposes of identification, be and is
hereby charged with the responsibility of compliance.with.the provisions of sections of the
Companies Act, 2013.”

“RESOLVED FURTHER THAT the Company Secretary of the Company be and is hereby
authorized to file return electronically in prescribed e-Form with the Registrar of Companies,

in respect of the aforesaid resolution.”
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l Que. No. 2] Draft a resolution for adopting common seal of the company.

Ans.:

Adoption of Common Seal: [Section 9]

Passing Authority —  Board of Directors

Nature of the Resolution —  Resolution with simple majority

“RESOLVED THAT the commonseal of the Company as placed by the Chairmanand approved
by this meeting and an impression of which has been taken at the margin of the minutes be
and is hereby adopted as the common seal of the Company.”

“RESOLVED FURTHER THAT the commonseal be kept under the safe custody of the Company
Secretary. The seal shall nat be affixed to any document/ instrument except, in presence of the
two directors and Company Secretary, who shall sign every document/ instrument to which
seal is affixed in their presence.”

Que. No. 2A] Draft a resolution for change of Registered Office of the company within
the city. B

Ans.

Change of registered office of the company [Section 12{2)]

within the city/local limit:

Passing Authority — Board of Directors

Nature of the Resolution —  Resolution with simple majority
“RESOLVED THAT the Registered Office of the company be shifted fromi......ccorerrns ,Satara
415002 £0 .eoverevireernenens , Satara-415002 with effect from ...oouvveerivenns "

“RESOLVED FURTHER THAT the Corgpany Secretary be and is hereby authorized to file
e-Form INC 22 with the Registrar of Companies, Pune.”

Que. No. 3] Draft a resolution for writing of certain expenses/losses from securities pre-
mium account.

Ans.

Writing of certain expenses/losses from [Section 52]

securities premium account:

Passing Authority — Board of Directors

Nature of the Resolution —  Resolution with simple majority

-4 RESOLVED THAT pursuant to the provisions of Section 52(2)(d) read with Section 55 of

the Companies Act, 2013, asum of 85,00,000 out of the “Securities Premium Account”, of the
Company in which sum of 90,00,000is lying unutilized, be and is hereby utilized in providing
for the premium payable on the redemption of redeemable preference shares to be made on dt.

and alsoon the redemption of debentures to be made by the Company on dt. !

Que. No. 4] Draft a resolution for appointment of Secretary in whole-time practice for
signing annual return.
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Ans.:
Appointment of Secretary in whole-time [Section 92(2)]
practice for signing annual return
Passing Authority — Board of Directors
Nature of the Resolution —  Resolution with simple majority

“RESOLVED THAT Shri N. S. Zad, a Secretary in whole-time practice, of Satara
413002, be and is hereby appointed, at a remuneration of ¥ 1,00,000 to sign the annual return
of the Company to be made up to the date of the ensuing Annual General Meeting of the
Company, i.e., ’

Que. No. 5] Draft a resclution for convening of extra-ordinary general meeting by the
board of directors of your company.

Ans.:

Convening of extra-ordinary general
meeting:

[Section 101}

Passing Authority —  Board of Directors

Nature of the resolution —  Resolution with simple majority
“RESOLVED THAT an Extra-Ordinary General Meeting of the members of the company be
convened on ....... at12.00 am. at ............ on a shorter notice.”

“RESOLVED FURTHER THAT the draft of the notice convening the Extra-Ordinary General

Meeting as stated above together with the relevant explanatory statement annexed thereto be M

considered, approved and beissued to the members under the signatures of Mr. Company
Secretary of the Company.”

“RESOLVED FURTHER THAT approval of the members be obtained for holding the meeting
at less than 21 days’ notice as required by Section 101(1) of the Companies Act, 2013.”

| Que. No. 6] Draft a resolution for recommending payment of dividend to shareholders.

Ans.

Payment of dividend: —  [Section 123}

Passing Authority —  Board Meeting

Nature of the Resolution —  Resolution with simple majority

“RESOLVED THAT a dividend @ ¥ 10.0 per share (i.e. 10%) out of the profits of the financial
year ending on 317 March, 2016 on 40,00,000 of 100 each fully paid up be recommended to
the shareholders for declaration in the ensuing Annual General Meeting of the Company.”

| Que. No. 7] Draft a resolution for appointment of internal auditors.
[ oete N ;

Ans.:

Appointment of internal auditor: — [Section 138(1)]

Passing Authority — Board Meeting

Nature of the Resolution — Resolution with simple majority

“RESOLVED THAT Mr. Rahul Zad, Chartered Accountant, (Reg. No. .....c....... ) Satara, be and

are hereby appointed as an Internal Auditor of the Company for conducting internal audit of
financial year ended 31st March, 2017.”

Z
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" “RESOLVED THAT Mr.
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“RESOLVED FURTHER THAT the Internal Audit Report received from the Auditor shall be
placed before the Audit Committee of the Board for its consideration and adoption.”

“RESOLVED FURTHER THAT Mr. Prathamesh Jambale, Director - Finance of the Company
be and is hereby authorized to fix the remuneration of Internal Auditor.”

{—Que. No. 8] Draft a resolution for appointment of Additional Director.

Ans.:
[Section 161}
Board of Directors

Appointment of Additional Director

Passing Authority -
Nature of the Resolution —  Resolution with simple majority
(DIN ) who has complied with the provisions of
Section 161(1) of the Companies Act, 2013 be and is hereby appointed as an Additional Director
of the Company in terms of Article 125 of the Company’s Articles of Association pursuant to

the provisions of Section 161 of the Companies Act, 2013.”

“FURTHER RESOLVED THAT Mr. N. S. Zad, Company Secretary. be and is hereby authorized
to file e-Form DIR-12 with the Registrar of Companies and to make necessary entries in the

statutory registers to that effect.”

r7Que. No. 9] Draft a resolution for appointment of Alternate Director.

Ans.:
[Section 161(2}]
Board of Directors

Appointment of Alternate Director —

Passing Authority -

Nature of the Resolution —  Resolution with simple majority

“RESOLVED THAT Mr. (DIN ), wheg has complied with the provisions of
Section 161(2) of the Companies Act, 2013 be and is hereby appointed the Alternate Director to
Mr. (DIN ) with effect from pursuant to the provisions of Section
161(2) of the Companies Act, 2013 during the latter’s absence from India.”

“RESOLVED FURTHER THAT Mr. Company Secretary of the Company be and is
hereby authorized to file e-Form DIR-12 with the Registrar of Companies and communicate
the abovesaid status to the Bank, stock exchange and all the concerned authorities and make
necessary entries in the statutory registers as per requirement of the Companies Act, 2013."

ir Que. No.10] Drafta resolution for “vacation of office by director on account of unsound

i mind”.

Vacation of office by director on account

of unsound mind B
Passing Authority -
Nature of the Resolution -
“RESOLVED THAT Mr. X, (DIN ___) Director being found to be of unsound mind by the
Calcutta High Court in its Order dated and a copy of the same as placed before the
Board, pursuant to Section 164(1)(a) of the Companies Act, 2013 be and is hereby deemed to
have vacated his office as director of the company w.e.f. ”

“RESOLVED FURTHER THAT Mr. Company Secretary of the Company be and is
hereby instructed to file e-Form DIR-12 with the Registrar of Companies to that effect.”

[Section 164(1){a}]

Board of Directors
Resolution with simple majority

THER

~ Nature of Resolution —
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Que. No. 11] Draft a resolution for appointment of Company Secretary
Ans.:

Appointmentof KMP - Company Secretary: —  [Section 203]

Passing Authority —  Board of Director

Resolution with simple majority

“RESOLVED THAT pursuant to Section 203 and other applicable provision of the Companies
Act, 2013 Board of directors be and hereby approve the appointment of Mr. as Corrral an
Secretary of the Company as per recommendation of Nominationand Remuneration CommP;tte);
on ?he terms and conditions set out in the Letter of Appointment dated (a copy of
which tabled at meeting being authenticated under the signature of the Chairman thereofy for
the purpose of identification) w.e.f. "

“RESOLVED FURTHER THAT Mr. be and is hereby appointed as Compliance Officer
of. the Company for all matters pertaining to BSE, SEBI, Secretarial, Legal and correspondence
with Government as well as other/statutory authorities.” -

Que. No. 12] Draft a resolution for appointment of Secretarial Auditor.
Ans.:

Appointment of Secretaria] Auditor [Section 204]

Appointing authority — Board of directors
Nature of ReSolution

"RESQLVED THAT M/ s & Co., Practicing Company Secretaries, bggand is hereby
appointed as the Secretarial Auditors of the Company in terms of the provisions of Section
204 of the Companies Act, 2013 and to hold the office until the conclusion of the next annual

general meeting on remuneration of ¥ 1,00,000 plus out of pocket expense as may be determined
by the Board.”

— Resolution with simple majority

ORDINARY & SPECIAL RESOLUTIONS

Que.. No.'13] Draft a resolution along with explanatory statement to change of Registered
- Office within a State from the jurisdiction of one Registrar to another Registrar.

Ans.:

Change of Registered Office within a State from the [S'ection 12(5)]

jurisdiction of one Registrar to another Registrar
Passing Authority — General Meeting
Nature of the Resolution — Special Resolution

“RESOLVED THAT pursuant to the provisions of Section 12(5) of the Companies Act, 2013 read
withRule 28 of the Companies (Incorporation) Rules, 2014, and subject to the confirmationby the
Regional Director concerned in the Ministry of Corporate Affairs, the place of Registered Office
of the Company presently situate at Mumbai, be and is hereby changed to be situate at Pune.”

Explanatory Statement
Presently, Fhe Company’s Registered Office is located at .......cooveeeees in the city of Mumbai. The
board of directors of your company at their meeting held on ......cc.c.cc.. have decided to change

_Ythe Ioca}tion o.f the Registered Office from Mumbai to the city of Pune, for better operational
‘convenience, in view of the location of the Company’s Corporate Office at Pune. According to
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Section 12(5) of the Companies Act, 2013 read with Rule 28 of the Companies {Incorporation)
Rules, 2014, such a change should be confirmed by the Regional Director concerned in the
Ministry of Corporate Affairs. Necessary application in the e-Form INC 23 as prescribed in this
behalf shall be made to the Regional Director, along with the copy of the aforesaid resolution
for seeking the confirmation. Further, under the proviso to Section 12(5) of the Companies Act,
2013, special resolution is required to be passed for shifting the Registered Office outside the
local limits of any city, town. etc. Hence the special resolution is proposed for your approval.

Nore of the directors and KMP and their relatives are interested in this resolution, except as
shareholders of the Company.

Que. No. 14] Draft a resolution along with explanatory statement to change of company.

Ans.:

For change in the name of company [Section 13]
Passing Authority —  General Meeting

Nature of the Resolution —  Special Resolution

“RESOLVED THAT pursuant to the provisions ofSection4 read withSection 13 of the Companies”

Act, 2013 and other applicable provisions of the Companies Act, 2013 if any and subject to the

approval of the RBI, the name of the Company be changed from ......... Leasing & Investments
Ltd. to e Finance Lid.” .
“RESOLVED FURTHER THAT the name ............ ‘Leasing and Investments Ltd. wherever it

occurs in the Memorandum and Articles of Association of the Company be substituted by the
NAME ...oovvver Mnance Ltd.”

“RESOLVED FURTHER THAT the Board of directors be and is hereby athorized to do all
such acts, deeds and things as may be deemed expedient and necessary to give effect to this
resolution.” : '
Explanatory Statement
The presentactivitiesof the Company includeleasing, hire purchase, investments, bill discounting,
Joan syndication, portfolio management, etc. The present name does not convey the magnitude
of operations of the Company and expresses only part of its activities.
_For some time the directors have been giving thought to changing the name of the Company.
The new name proposed contain “.........." which reflects our group identity and the full name
“ Finance Limited” reflects the operations of the Company.

The ROC .....oocono.... hias confirmed that the new name is available upon the applidation of the
Company for change of the name of the Company and subject to the resolution the Board of
directors of the Company proposes to make an application to the ROC for confirmation to the
change of name. Since the Company is doing its business of financial activities in the name of
........ Financial Services, which is well recognized by adopting the new name, the Company will
be well recognized in the field in which it operates. In view of the RBI guidelines applicable for
the NBFC companies, your directors will also take necessary approval from the RBL '

None of the Director and KMP and their relatives have any interest in this Resolution except
as a member of the Company.

Que. No. 14A] Ria Technologies Ltd. was incorporated 10 years back. The Board of direc-
tors now wants to change its name to Ria Systems Ltd. Draft a notice and the explanatory
statement for calling an extraordinary general meeting of the company for change of its
name, assuming relevant data. CS (Executive) - Dec 2016 (4 Marks)
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Ans.
Ria Technologies Ltd.
; Registered Office:
]
CIN: Website: E-mail: Tel: Fax:
Date
NOTICE

at on day the 2016 at to transact the following business: —

1. To Fonsider and, if thought fit, to pass, with or without medifications, the following reso-
lution as an ordinary resolution, in respect of which a special notice has been received
by the Company from a member(s) pursuant to Section 139 read with Section 115 of the
Companies Act, 2013:

Compar}ies Act, 2013 and other applicable provisions of the Companies Act, 2013 if any
ar.xd subject to the approval of the RB], the name of the Company be changed from
Ria Technologies Ltd. to Ria Systems Ltd.”

“RESOLVED FURTHER THAT the name Ria Technologies Ltd. wherever it occurs in the
Memorandum and Articles of Association of the Company be substituted by the name
Ria Systems Ltd.” ‘ '

“RESOLVED FURTHER THAT the Board of directors be and is hereby authorized to do

1. A member entitled to attend and vote at the meeting is entitled to appoint a proxy to at-
tend and vote instead of himself and the proxy need not be a member. -

2. The ExPlahatdry Statement pursuant to Section 102 of the Companies Act, 2013, in respect
of special resolution set out above is annexed hereto.

Annexure
Explanatory statement pursuant to Section 102 of the Companies Act, 201.3

The present activities of the Company include dealing in hardware and software of comput-

ers etc. The present name does not convey the magnitude of operations of the Company and
expresses only part of its activities.

For some time the directors have been giving thought to changing the name of the Company.
The new name reflects full operations of the Company.

The ROC ........... has confirmed that the new name is available upon the application of the
Company for change of the name of the Company and subject to the resolution the Board of

directors of the Company proposes to make an application to the ROC for confirmation to
the change of name.

None of the Director and KMP and their relatives have any interest in this Resolution except as a

all su-ch acts, deeds and things as may be deemed expedient and necessary to give etfect |
to this resolution.” T
For Ria Technologies Ltd.
Dated:
P By order of the Board,
Company Secretary
Notes:

NOTICE is hereby given that an Extraordinary General Meeting of the Company will be held .

“RESOLVED THAT pursuant to the provisions of Section 4 read with Section 13 of the :

member of the Company.
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l Que. No. 15] Draft a resolution along with explanatory statement for variation in share-
| holders right. Make suitable assumptions.
kA

Ans.:
[Section 48]

—  General Meeting

Variation of shareholders right
Passing Authority

Nature of the Resolution
“RESOLVED THAT the consent of Preference Shareholders be and is hereby accorded pursuant
to the provisions of Section48 and other applicable provisions, if any, of the Companies Act. 2013
and the Rules made there under, to the Board of Directors of the Company for early redemption
of 4,54,500 10% Redeemable Cumulative Preference Shares of ¥ 100 each at a discounted rate-of
8% p.a. compounded annually which are due for redemption during the period ........ Lo R
“RESOLVED FURTHER THAT the Board of Directors be and is hereby authorized to do all
such acts, deeds and things and to sign all such documents as may be necessary, expedient and
incidental thereto to give effect to this resolution.”

—  Special Resolution

Explanatory Statement

In the context of improved cash flow it is proposed to redeem the preference shares before its
due date of redemption i.e. during the period ........ TR at the discounted rate of 8% p.a.
compounded annually, other terms and conditions would be same as stipulated at the time of
issue of preference shares or changed from time to time. v
Mr. Ram, Chairman and Managing Director of the Company is also a Director in XYZ Ltd.,
Preference Shareholder of the gfompany and hence may be deemed to be concerned or interested
in the said resolution as set out above. :

Save and except as above, none of the Directors and KMP of the Company and their relatives
is, in any way, concerned or interested in this resolution.

The Board of Directors according recommends the resolution set out above for your approval.

' Que. No. 16] Draft a resolution along with explanatory statement for inviting deposits

from the public.

Ans.:

[Sections 73 & 76]
Member

Special Resolution

Invitation of deposits

Passing Authority -
Nature of the Resolution -
“RESOLVED THAT pursuant to the provisions of Section 73 and Section 76 of the Companies
Act, 2013 read with the Companies (Acceptance of Deposits) Rules, 2014 and other applicable
provisions, if any, and subject to such conditions, approvals, permissions, as may be necessary,
consent of the members o
time to time unsecured/ secured deposits from public and/ or members of the Company up to

permissible limits as prescribed under Rule 3(4) of the Companies (Acceptance of Deposits)
Rules, 2014,” .

“RESOLVED FURTHER THAT for the purpose of giving effect to this resolution, the Board of
Directors be and is hereby authorized to do such acts, deeds, things and matters as the Board of
Directors may in its absolute discretion consider necessary or appropriate for such invitation/

acceptance/ renewal of Deposits by the Company.”

 the Company be and is hereby accord ed to invite/accept/renew from .
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Explanatory statement

- The members are hereby apprised that the Company had been accepting deposits from its

schareholderz employees and other sections of public as permissible under the provisions of
ompanies Act, 2013 r i i i i
2014.p ies Ac 3 read with the corresponding Companies (Acceptance of Deposits) Rules,

Approval of shareholders is required for inviting/accepting renewing deposits under Section
73 and Section 76 read with Companies (Acceptance of Deposits) Rules, 2014. Under Rule.3(4)
of the Companies (Acceptance of Deposits) Rules, 2014, an eligible Company shall accept or
renew deposits (a) From its members not exceeding 10% of the aggregate of the paid up sI;are
capital and free reserves of the Company {b) Other deposits not exceeding 25% of the a egate
of the paid up share capital and free reserves of the Company. B

. The members may kindly note that under the provisions of the 2013 Act, any Company inviting/

accepting/renewing deposits is required to obtain credit rating from a recognized credit rating
agency and deposit insurance towards deposits as may be accepted by it. The Company upon
obtaining approval of the shareholders will proceed to comply with the requirements stipulfted
under Sections 73 and 76 of the Companies Act, 2013 read with the Companies (Acceptance of
Deposits) Rules, 2014, before inviting/accepting/ renewing deposits. ;
The Board of Directors of your Company recomumend theresolutionas set out in theaccompan in
notice for the approval of the members of the Company. e

None of thg Directors or KMPof the Company or their relatives is concerned or interested\in
the Resolution except to the extent of their deposit holding and/or their shareholding in time
Company, if any.

Que'. N(?. 17} Draft a resolution along with explanatory statement for appointing new
auditor instead of retiring auditor. Make suitable assumptions.
Ans.:
0
Appointment of Auditors, a person [Section 140]
other than retiring auditor
Passing Authority — General Meeting
Nature of the Resolution ~— Ordinary Resolution

“RESOLVED THATM/s __* & Co, Chartered Accountants, (Registration
No. : ) be and are hereby appointed Auditors of ‘of the Company in place of
the retiring auditors to hold office from the conclusion of this Annual General Meeting until
conclusion of the 16" Annual General Meeting at the Remuneration of ¥ plus out-of-
pocket expenses.”

Explanatory Statement...... .

The .re.tiring auditors, namely, M/s & Co., have given notice in writing of their
unwillingness to be re-appointed and that a special notice in terms of provisions of Section
115 of the Companies Act, 2013 read with Section 140 of the Act has also been received from
Shareholders of the Company for the appoiniment of new Auditors M/s & Co. in
place of the retiring auditors M/s & Co., Chartered Accountants. The Company has
forthwith communicated to the retiring auditors of the Special Notice and that the retiring
auditors have made no representation against the said special notice. A written certificate has
bee.n obtained from M/s & Co., Chartered Accountants to the effect that in case of
their appointment as Auditors of the Company, the appointment will be in accordance with

* the limits prescribed under Section 139(1) of the Act.

Your directors recommend the Resolution for your approval.
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. Company has also communicated the above said notice to Mr.

DRAFTING OF RESOLUTIONS, NOTICES & MINUTES

None of the Directors and KMP and their relatives are concerned or interested in this resolution.

rQue. No. 18] Draft a resolution along with explanatory statement for removal of director.
e

Ans.:

Removal of Director [Section 169]
Passing Authority —  General Meeting
Nature of Resolution —  Ordinary Resolution with special notice

“RESOLVED THAT Mr. (DIN ) be and is hereby removed from the office of
director of the company w.ef. ’

Explanatory Statement

The Company has received a special notice pursuant to the provisions of Section 169 of the
Companies Act, 2013 from members holding 25% equity shares of the Company proposing
for a resolution for removal of Mr. from the office of the director of the Company. The
for submission of his
representation, if any.

Your directors submit the above said resolution for consideration and do not purport to support
the same. !

All the relevant documents, are being placed at the Registered Office of the Company for
inspection till the date of the annual general meeting.

Except Mr. __, none of the directors and KMP of the Company and their relatives are
concerned or interested in the resolution.

Que. No. 19] Draft a resolution along with explanatory statement for voluntary winding-
up of the company. . .

Ans.

Voluntary winding-up [Section 304}
Appointing authority —  General Meeting
Nature of Resolution —  Special Resolution

.. "RESOLVED THAT pursuant to the provisioris of Section 304(1)(b) of the Companies Act, 2013,

the consent of the members of the Company be and is hereby accorded to wind up the affairs

of the Company as the members’ voluntary winding up, w.e.f. ”

“RESOLVED FURTHER THAT pufsuant to the provisions of Section 275 of the Companies

Act, 2013 Shri s/o Shri . Chartered Accountant of Satara be and is hereby

appointed as ‘the Liquidator of the Company’ for the purpose of the members’ voluntary

winding up of the affairs of the Company.”

#RESOLVED FURTHER THAT the consent of the members of the Company be and is hereby

accorded to sanction the remuneration of liquidator of 750,000 only (Rupees Fifty Thousand

only) in addition to the actual out of pocket expenses for the winding up of the affairs of the

Company.” : _

“RESOLVED FURTHER THAT Shri , the liquidator be and is hereby authorized to

exercise all the powers as per the provisions of the Companies Act, 2013 to effectively winding

up the affairs of the Company.”

“RESOLVED FURTHER THAT notwithstanding the appointment of liquidator the Board of

Directorsof the Company beand ishereby authorized to exercise all the powers in consideration
" with the liquidation of the Company like filing of statement of affairs with the liquidator, filing

!
i
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of return with the Registrar of Companies, filling up vacancy in the office of liquidator and
such other matters incidental to the liquidation of the Company.”

Explanatory Statement

The Company was formed for the purpose of dealing in cosmetic products. Initially the busi

of the Company was quite remunerative and carned adequate profits on. ca ital}irv "tusimgss
as the members are aware the Company is not doing any business activit?m for“he: IQL; ”u"t
vears. The Board of directors of the Company considered the matter and we;e of t}wj a?t ion
that in view of the non-availability of business prospects, and long-term financial re'soL OP: ”_'O'Ij'
not financially viable to carry on the business activities. It there[oore does not serve anl\“fclj;::'b‘
purpose to maintain the status of the Company. The directors of the Company feel that th 1;
is no alternative but to put the Company into voluntary winding-up, realize the assets tl cof
and distribute the proceeds to the members. T @ hemsser e

The Board passed a resolution declaring solvency of the Company at a meeting held on the
—~ am.”l that such declaration shall be delivered to the Registrar accompanied by a report
of the auditors of the Company, as required under Section 488 of the Companies Act, 2013.

Your approval is required for the voluntary winding up of the Company as given in Item No

Your appm\ial is also required for appointing Shri _._ as liquidator of the Company at
a remuneration of 50,000 in addition to reimbursement of actual out of pocket expenses ’

Ehe above 5a1c_1 declaration of solvency is available for inspection at the registered office of the
ompany during business hours on any working day till the date of the meeting

one O,t the directors of your C_ompany and their relatives are interested in the proposed
resolution, exce.Bt to the extent of their share holdings in the Company. o

NOTICES

| Que. No. 20] Draft a notice for first board meeting.

Ans.:
Sundaram Chemicals Ltd.
Registered Office:
CIN: i Website: _- E-mail: - Tel:: Pax:
Date :
Dear Sir,

i am directed to inform that the first meeting of the Board of Directors of the Company will
e held on , the . th day of at the Registered Office of the Company
at 10 a.m. to transact the business, set out in the Agenda, a copy of which is enclosed.

You are requested to make it convenient to attend the Board Meeting.

Yours faithfully

For Sundaram Chemicals Ltd.

Company Secretary

Encls. As above.

o BNV NN,
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Que. No. 21] Draft a notice for subsequent Board Meeting.

Ans.
T New Infotech (P) Ltd.
| Registered Office:
CIN: Website: E-mail: Tel: Fax:
Date
Mr.
Dear Sir,
NOTICE is hereby given that a meeting of the Board of Directors will be held at the registered
office of the company on the ____ thdayof . at the Registered Office

of the Company at 10 a.m. to transact the business, set out in the Agenda, a copy of which

is enclosed. _ '

You are requeéted to make it convenient to attend the meeting.

A copy of the agenda of the business to be transacted at the meeting is enclosed herewith.
Yours faithfully,

New Infotech (P) Ltd.

Company Secretary

Encls. As above.

Que. No@2] Draft a notice for AGM assuming that no special business is to be transacted
at such AGM.

Ans.: .
! ABC Ltd. (

Registered Office:
E-mail: Tel:

Fax:

|
{ CIN: Website:
| Date

NOTICE

NOTICE is hereby given that the 6 Annual General Meeting of ABC Ltd. will be held at
on Thursday, 18" July, 2016 at 11.00 A.M. to transact the following business:

(1) Toreceive, consider and adopt the Audited Financial statement, this consists of Balance
Sheet of the Company as at 37t March, 2016 and the Profit and Loss Account and Cash
Flow Statement along with necessary explanatory notes attached to and forming part
of annual financial statements for the year ended 31% March, 2016 and the reports of the
Board of Directors and Auditors thereon.

(2) To declare Dividend for the financial year
Directors of the Company.

as recommended by the Board of
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(4) pp irector place Of Mr.Sw h y
. ble o
To appointa D m o retires b rotation and bell lg ellgl le ffelS

(5) To appoint Auditors and to fix their remuneration.
By Order of the Board
For ABC Co. Ltd.

Company Secretary

Notes:

1) A member e.ntitled to attend and vote is entitled to appoint a proxy to attend and vote
instead of himself and a proxy need not be a member.

(2) An Explanfitory S.tatemcnt pursuant to Section 102 of the Companies Act, 2013 relating
l to the special business to be transacted at the Annual General Meeting is annexed

r ~ : ;
| Que. No. 23} Draft a notice of general meeting for removal of auditor.

Ans.: 4
ABC Lid.
Registered Office:
CIN: Website: E-mail: Tel: Fax:
Date
. NOTICE
I\ZOTICE is hereby given that an Extracrdinary General Meeting of the Company will be held
a on day the . 2016at to transact the following business: —

:.. To consider .zmd, if thoug.ht ﬁt‘, to pass, with or without modifications, the following resolu-
jon as an ordinary resolution, in respect of which a special notice has been received by the

Company from a be: i ; . - .
At 5013):' member(s) pursuant to Section 139 read with Section 115 of the Companies |

“RESOLVED THAT Mr. XYZ be and is hereb i
: g y removed from the office of audit
Company with effect from the conclusion of this meeting.” ’ sudior of the

A copy of the representation with respect to the resolution set out above for the removal of

Mr. XYZ as auditor has been received from members and same is enclosed to this notice.
- For ABC Co. Ltd.
ated: By order of the Board,

Company Secretary

(3) To appoint a Director in place of Mr. P who retires by rotation and being eligible offers

himself for re appointment.
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[Explanatory statement to the re:

Note:

1. A member entitled to attend and vote at the meeti
attend and vote instead of himself and the proxy need not be a member.

ection102 of the Companies Act, 20113, inrespect

ng is entitled to appoint a proxy to

2. TheExplanatory Statement pursuant tos
of special resolution set out above is annexed hereto.

Annexure

ant to section 102 of the Companies Act, 2013

Explanatory statement pursu
solution to be set out here] B

Que. No. 24] Board of directors of Desire Ltd. decides to go for creditors’ winding-up of
the company. For this purpose the Board decides to call an extraordinary genera¥ meet-
ing on 30" June, 2016. Draft a notice along with explanatory statement for convening the

meeting. Assume facts. CS (Executive) - June 2016 (8 Marks)

Ans.: Lo
Young Indian Pvt. Ltd.
Registered Office:
CIN: Website: __
Phone No.: Fax:
NOTICE
Notice is hereby given thatan extra-ordinary general meeting of the members of Young Indian
2 on 30" June,

Pvt. Ltd. shall be held at Registered Office of the Company at 2......c.ooooeeeis
2016 at 11 AM to transact the following business:

SPECIAL BUSINESS:
1. To consider and if thought fit, to pass with or without modification(s), if any, the fol-
lowing resolution as special resolution:
“RESOLVED THAT pursuant to provisions of Section 304(b) of the Companie§ Act, 2013,
the consent of the members of the company be and is hereby accorded to wmtfll—up the
affairs of the company as the creditors voluntary winding-up, w.ef. ... ‘
2. To consider and if thought fit, to paés with or without modification(s), if any, the fol-
Jowing resolution as special resolution:
#RESOLVED THAT pursuant to provisions of Section 304(b) of the Companies 5ct,. i
2013, Shri Manmohan Gurmukh Singh, Chartered Accountant of Delhi on the pane: of
the Central Government be and is hereby appointed»-as»»the»liquidator-of‘.the.compar,}y
for the purpose of the creditors voluntary winding-up of the affairs of the company.
RESOLVED FURTHER THAT subject to consent of creditors and committee of inspec-
tion, the consent of the members of the company be and is hereby accorded to sanction
the remuneration of liquidator of ¥ 5,000 (Rupees five thousand only) in addition to the
actual out of pocket expenses for the winding-up of the affairs of the company.
“RESOLVED FURTHER THAT Shri Manmohan Gurmukh Singh, the liquidator be agd
is hereby authorized to'exercise all the powers as per the provisions of the Companies
Act, to effectively winding up the affairs of the Company.”
3. To consider and if thought fit, to pass with or without modification(s), if any, the fol-

Jowing resolution as special resolution:

H
H
[
H
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“RESOLVED THAT notwithstanding the appeintmentof liquidator the board of divectors
of the company be and is hereby authorized to exercise all the powers in consideration
with the liquidation of the company like filing of statement of affairs with liquidator, :
filing of return with Registrar of Companies, filing up vacancy in the office of liquidator :
and such other matter incidental to the liquidation of the company.”

By the orders of the Board

Place:

{Director)

7

Date:
Notes:
(a) A member entitled to attend and vote at the meeting, is entitled to appoint a proxy to
attend and vote instead of himself and the proxy need not to be a member. Proxy in

order to be effective must be received by the company not less than 48 hours before the
meeting. :

Explanatory statement setting out the material facts in respect of Item Nos. 1 and 2 are |

annexed Lereto. ’
/

=

(c) All documents referred to in the accompanying notice and explanatory statement are |
open for inspection at the Registered Office of the company on all working days, except
Saturdays, between 11.00 AM to 1.00 AM.

Aunnexure to the notice

Explanatory statement pursuant to the provisions of Section 102
of the Companies Act, 2013 in respect of the special business

Item Nos. 1 and 2

The Company was formed for the purpose of dealing in chemicals, drugs, pharmaccuticals.
Initially the business of the company was quite remunerative and earned adequate profits on
capital invested but from last 4 four years the company is running into losses and liabilities
of the company are far more than assets of the company making it insolvent.

The boards of director of the company considered the matter and were of the opinion that in
view of non-availability of business prospectus and continuous losses there is no alternative |
but to put the company into voluntary winding-up. Since company is not solvent and no

declaration of solvency can be filed under the Companies Act, 2013 such voluntary winding- i

up has to be treated as creditor’s voluntary winding-up.

Since, it is creditor’s voluntary winding-up a separate meeting of creditors is also required
to be held and separate resolution is also required to be passed at the meeting of creditors.

Your approval is required to for the winding-up of the Company as given in ltem No.1.

Your approval is also required for appointment of Shri Manmohan Gurmukh Sirigh as
a liquidator of the company at a remuneration of ¥ 5,000 (Rupees five thousand only) in
addition to the actual out of pocket expenses.

None of the director and KMP of your company and their relatives are interested in the pro-
posed resolution, except to the extent of their shareholding in the company.

By the orders of the Board
Place:

Date: (Director)

o
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MINUTES

Que. No. 25] Draft minutes of the First Board Meeting. Assume facts.

Ans.
MINUTES OF THE PROCEEDINGS OF THE FIRST MEETING OF THE BOARD OF
DIRECTORS OF XYZ LTD., HELD AT 11.00 AM. AND CONCLUDED AT 1:30 PM ON
____THE AT THE REGISTERED OFFICE OF THE COMPANY, AT ..o

The following were present:

1. Mr. R in the Chair

2. Mr. B, Director

3. Mr. C, Director

In attendance
Mr. F — General Manager
1. Appointment of Chairman

(a) Of the meeting: Shri R was unanimously elected Chairman
cle 55 of the Articles of Association of the Company, the
an of the Company. The Board considered and it was
Rbe and is hereby

o
of the meeting.

() Of the company: As per Arti

Board mav appoint a Chairm

“RESOLVED THAT pursuant to Article 55 of the Articles of Association, Mr.
appointed as the Chairman of the Board.”

2. Certificate of Incorporation

The Certificate of Incorporation bearing CIN. dated issued by the Registrar
of Companies, Pune was placed on the table and taken on record by the Board.

3. Memorandum and Articles of Association
Aprinted copy of the Memorandum and Articles of Association of the Company, as registered
with the Registrar of Comparies, was placed before the meeting. The Board noted and taken
on records the same. The following resolution was passed:
“RESOLVED THAT printed copy of the Original Memorandum and Articles of Association of
- the Company laid before the meeting, and pemsed be taken on record and Mr. R, Director of
the Company be directed to keep the original copy of the Certificate of Incorporation in safe
custody.”
4. First Directors
The meeting took note of the first directors named in Ar
of the Company. It was noted that giving consent to act as
C, the first Directors of the Company, had already been filed along with
the Registrar of Companies. It was also noted that the directors have paid for the qualification
shares in accordance with the Articles of Association.
ffectto the Registrar of Companies

“RESOLVED THAT necessary intimationalready givento thise
by filing e-Form DIR-12 for appointrnent of Mr. R (DIN....c.oes Y Mr. B (DIN.covcvernnnee )and Mr. C.
(DIN....coos.coo....) pursuantto Section 170(2) of the Companies Act, 2013 be and is hereby approved

and confirmed as the First Directors of the Company from the date of its incorporation.”

5. Registered Office

It was noted that the Registered Office of the Company will be at .o.ooveeeecanns the intimation of
which had already been given'in the e-Form INC.22 to the Registrar of Companies from the

date of incorporation of the Company.

ticle 78 of the Articles of Association
Director by Mr. R, Mr. B and Mr.

e-FOHﬂDIR—lZWﬁh ................... -
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6. Financial year

The BOaId dlSCuSSed the matter Of lelllo the Accountin yea O ” e C()Illpally. The follow:
(=] g h lng

'»i{}iSSLVSD THAT the financial year of company be and is hereby fixed from 1st April to

EO : ﬂ. arch, Zf the followmgf and subsequent years and the first year’s accounts be prepared
he period commenci i ion i i

o e 3015.” cing from the date of incorporation i.c. ........... upto a.nd including 31st

7. Adoption of Commonseal
The art work of the commonseal was produced before the meeting and it was —

i’RlESOlI;VED THAT the art \v?rk of the common seal as per impression shown below be and
is hereby approved, and Shri X, Company Secretary be instructed to get the commonseal
prepared and place it before the Board.”

8. Vote of thanks
The meeting ended with vote of thanks.
Place:
Date: l
CHAIRMAN
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SECRETARIAL STANDARD - 1: MEETINGS OF THE BOARD OF DIRECTORS

vening and conducting Meetings of the

Introduction: This Standard prescribes a set of principles for con
Board of Directors and matters related thereto.

Scope: This Standard is applicable to the Meetings of Board of Directors of all companies incorporated
under the Act except One Person Company (OPC) in which there is only one Director on its Board and
a company licensed under Section 8 of the Companies Act, 2013 or corresponding provisions of ény

previous enactment thereof. o

However, Section 8 companies need to comply with the applicable provisions of the Act relating to Board
Meetings.
The principles enunciated in this Standard for Meetings of the Board of Directors are also applicable to
Meetings of Committee(s) of the Board, unless otherwise stated herein or stipulated by any other ap-
plicable Guidelines, Rules or Regulations.
This Standard is in conformity with the pr
in the Act, a particular Standard or any part t
of the Act shall prevail.
1. Convening a Meeting
1.1 Authority
1.1.1 Any Director of 2 company may. at any time, summon a Meeting of the Board, and the Company
Secretary or where there is no Company Secretary, any person authorized by the Board in this behalf,
on the requisition of a Director, shall convenea Meeting of the Board, in consultation with the Chairman
or in his absence, the Managing Director or in his abserice, the Whole-time Director, where there is any,
unless otherwise provided in the Articles. .
1.1.2 The Chairman may, unless dissented to or objected by the majority of Directors present at a Meeting
at which a Quorum is present, adjourn the Meeting for any reason, at any stage of the Meeting.

1.2 Day, Time, Place, Mode and Serial Number of Meeting
1.2.1 Bvery Meeting shall have a serial number.
1.2.2 A Meeting may be convened at any time and place, on any day.

Notice of the Meeting shall clearly mention a venue, whether registered office or otherwise, t0 be the
venue of the Meeting and all the recordings of the proceedings of the Meeting, if conducted through

Electronic Mode, shall be deemed to be made at such place.

ovisions of the Act. However, if; due to subsequent changes
hereof becomes inconsistent with the Act, the provisions
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11.2.3 Any erector raay participate through Electronic Mode in a Meeting unless the Act or any other
aw specifically prohibits such participation through Electronic Mode in respect of any item of business.

bDI;ZT:tloerSstj?;l; ?::l lia:)t;c};p)a'te thr(‘)uglh Electronic Mode in the dissussio'n on certain restricted items.
: s usiness inc ude approval of the annual financial statement, Board's report
prospectus and matters relating to amalgamation, merger, demerger, acquisition and takeover Qimihrlv!
particqgtiog in the discussion through Electronic Mode shall not be allowed in Meetings of: ~the f\‘udJi;
Comnnttee for consideration of annual financial statement including consolidated fi i Is ment
if any, to be approved by the Board. ) e sement

1.3 Notice

1.3._1 Notice in writing of every Meeting shall be given to every Director by hand or by speed post or by
registered post or by facsimile or by e-mail or by any other electronic means. ’ ’
The Notice §hall be sent to the postal address or e-mail address, registered by the Director with the
company or in the absence of such details or any change thereto, any of such addresses appearing in the
Director ldentification Number (DIN) registration of the Director. 7

Where a Director specifies a particular means of delivery of Notice, the Notice shall be given to him by

) - X o] Y
such n-\eans. However, in case of a Meeting conducted at a shorter Notice, the company may choose an
expedient mode of sending Notice. oo T

Proof of sending Notice and its delivery shall be maintafed by the company for such period as decided
by the Board, which shall not be fess than three years from the date of the ;\heeting.

1.’??».2 Notice shall be issued by the Company Secretary or where there is no Company Secretary, any
Director or any other personauthorized by the Board for the purpose. ’ T

1.3.3The Notice shall specify the serial number, day, date, time and full address of the venue of the Meeting
- . . 7
134 The. Notice shall inform the Directors about the option available to them to participate through
Electronic Mode and provide them all the necessary information. s
Ifa Dire_ctor intends to participate through Electronic Mode, he shall give sufficient prior intimation to
the Chairman or the Company Secretary to enable them to make suitable arrangements in this behalf
The Director may intimate his intention of participation through Electronic Mode at the beginning of the
Calendar Year also, which shail be valid for such Calendar Year. ° ©

The Notice shall also contain the contact number or e-mail address of the Chairman or the Company
Secretary or any other person authorized by the Board, to whom the Director shall confirm in this re parci
In the absence of an advance communication or confirmation from the Director as above, it shall k?e as'
sumed that he will attend the Meeting physically. o '

1.3.5 The Notice of a Meeting shall be given even if Meetings are held on pre-determined dates or at |

pre-determined intervals.

13.6 Ngtice convening a Meeting shall be given at least seven days before the date of the Meeting, unless
the Articles prescribe a longer period. 7
In case the company sends the Notice by specd post Of Dy registered posi, ana dditional two days shali
be added for the service of Notice. ’

Notic'e of an adjou‘m.ed Meeting shall be given to all Directors including those who did not attend Ithe
Meeting on the originally convened date and unless the date of adjourned Meeting is decided at the

. Meeting, Notice thereof shall also be given not less than seven days before the Meeting
g.

1.3.7 The Agenda, setting out the business to be transacted at the Meeting, and Notes on Agenda shall
be given to the Directors at least seven days before the date of the Meeting, unless the Articles prescribe
a longer period.

Agenda and Notes on Agenda shall be sent to all Directors by hand or by speed post or by registered
post or by e-mail or by any other electronic means. ’ 7

Thesevshall be sent to the postal address or e-mail address or any other electronic address registered by
the Director with the company or in the absence of such details or any change thereto, to any of such
addresses appearing in the Director Identification Number {DIN) registration of the Directors.
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In case the company sends the Agenda and Notes on Agenda by speed post ot by registered post, an
additional two days shall be added for the service of Agenda and Notes on Agenda.

means of delivery of Agenda and Notes on Agenda, these papers
shall be sent to him by such means. However, in case of a Meeting conducted at a shorter Notice, the
company may choose an expedient mode of sending Agenda and Notes on Agenda.

Proof of sending Agenda and Notes on Agendaand their delivery shall be maintained by the company for
such period as decided by the Board, which shall not be less than three years from the date of the Meeting,

Where a Director specifies a particular

The Notice, Agenda and Notes on Agenda shall be sent to the Original Director also at the address reg-
istered with the company, even if these have been sent to the Alternate Director, However, the mode of
sending Notice, Agenda and Notes on Agenda to the original director shall be decided by the company.
nature of Unpublished Price Sensitive Information may be

Notes on items of business which are in the
above, with the consent of a majority of the Directors, which

given at a shorter period of time than stated
shall include at least one Independent Director. if any.

For this purpose,

“Unpublished Price Sensitive Information” means an
ties, directly or indirectly, that is not generally available,
likely to materially affect the price of the securities and shall, or
information relating to the following: -

y information, relating to a company or its securi-
which upon becoming generally available, is
dinarily including but not restricted to,

(i) financial results;
(ify dividends;
(iii) changein capital structurc;
(iv) mergers. de-mergers, acquisitions, de-listings, disposals and expansion of business and suchother
transactions;
(v) changes in key managerial personnel; and
(vi) material events in accordance with the listing agreement”.

items of Agenda whicharein the nature of Unpublished Price Sensi-
feeting of the Board held in each financial

General consent for giving Notes on
tive Information at a shorter Notice may be taken in the first M
year and also whenever there is any change in Directors.

Where general consent as above has not been taken, the requisite consent shall be taken before the con-
cerned items are taken up for consideration at the Meeting. The fact of consent having been taken shall

be recorded in the Minutes.

Supplementary Notes on any of the Agenda Items may be circulated at or prior to the Meeting but shall
be taken up with the permission of the Chairman and with the consent of a majority of the Directors
present in the Meeting, which shall include at least one Independent Director, if any.

1.3.8 Each item of business requiring approval at the Meeting shall be supported by a note setting out
the details of the propesa!, relevant material facts that enable the Directors to understand the meaning,
scope and implications of the proposal and the nature of concern or interest, if any, of any Director in
the proposal, which the Director had earlier disclosed.

Where approval by means of a Resolution is required, the draft of such Resolution shall be either set
out in the note or placed at the Meeting. However, any other decision taken at the Meeting may also be

recorded in the Minutes in the form of Resolution.
The items of business that are required by the Act or any other applicable law to be considered at a
Meeting of the Board shall be placed before the Board at its Meeting. An illustrative list of such items is

given at Annexure ‘A

There are certain items which shall be placed before the Board at its first Meeting. An illustrative list

thereof is given at Annexure B
1.3.9 Each item of business to be taken up at the Meeting shall be serially numbered.

Numbering shall be in a manner which would enable ease of reference or cross-reference.

. proposed to be entered into by the company:
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1.3.1 Any item not included in th aken up for consideration with the permission of
0 e Agenda may be taks p p
the Chairman and with the consent of a ma]outy of the Directors present in the Meetmg

The d on take pe y y Y O; 0.
ecision taken in respect of any other item shall be final only on its ratification by a maj nly f th
e

Directors of the compan i PP Y Yector
Y, unless such item was a OVi i i
it V. v roved at the Meetmg itself by a majority of Di tors

1.311To transacturgentbusme the Notice, Agendaa O o \% tshorter period
SS, Notic g d dN Y
' n teson ADenda may be givena P
of time than stated above, if at least one Independent DlIECtOI, if any shall be pr esent at such Meeting
] eeng.

If no Independent Director is nt, cisi t n at such a Meetir be circulated to al] the
) present, decisions taken a i
Directors and shall be final Ollly on ratification thereof by at least one [ndependent Dll eCltO i -

T I, If any.

In case the com

ot };a;)arjcoisii; x;(;tt E:xl/)e.an indep:n}::lent Director, the decisions shall be final only on ratifica
here irectors of the compan isions e

Meeting itself by a majority of Directors of the compa!;y i un'less such deciions were approved atthe

Thy ing is bei
e fact that the Meeting is being held at a shorter Notice shall be stated in the Notice
2. Frequency of Meetings o
2.1 Meetings of the Board
The company shall hold at least f i
our Meetings of its Board in each i i
terval of one hundred and twenty days between any two conse:iti\S:eall\t/elgStail;i;:ia it s mexmum i
tings?

The com : . B
L pax ly. shall hold first Me.etmg of its Board within thlrty days of the date of incorporaﬁon It shall
be sufficient if subsequent Meetir gs are held with a maximum i A 't
! > . interval of one hundred and twen Yy days

Further, it shs icient if a C
urther, it shall be sufficient if a One Person Company, Small Company or Dormant Company hold.
ny holds

one Meeting of the Board in each half of a C
. v l
e e e oty oyt a Calendar Year and the gap between the two Meetings of the

An adjourned Meeting being a inuati '
g a continuation of the original Meeti i iod i
shall be counted from the date of the original Meeting.g ccting theinerval period i such  case

2.2 Meetings of Committees

Committees shail meet as off
ten as necessary subject to the mini
by any law or any authority or as stipulated by t]he Board. i rumbe and frequency prescribed

2.3 Meeting of Independent Directors

Where a company is requi i
quired to appoint Independent Di
tors.shall meet at least once in a Calendar Yeali. Hectorsunder the Act suchindependent Diec

The Meeti i

‘}Vhole-ef::e%, is:‘ili}lie hel;i to review the performance of Non-Independent Directors and the Board

pho O,f informaﬁone; pte‘:] ormell]nce of the Chairman and to assess the quality, quantity and ﬁmelinesassoaf
etween the company management and the Board and its members that is necessary

for the Board to effectively and reasonably perform their duties.

pany 7 h b
v Yl .
The Company Secretary, wherever appointed, st all facilitate convening and holding of such Meeting, if

3. Quorum

@@@@_@@@@@@A@Q
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3.1Quorum shall be present throughbut the Meeting.

QUOI um shall be present not or !}.y at the time of commencement of the Meeting but also while transact-
T g aci

3.2 A Directo i '

3240 busm::\alil :Veﬁi'l:‘:rh l:egeﬁ:onef fC(I)r I_?uorum nor shall be entitled to participate in respect of an
T 5 h erested. However, in case of a private compan i

entitled to participate in respect of such item after disclosure of h15p interest. giny,  Dhecor shall be

For this purpose, a Director shall be treated as interested in a contract or a.[rallgEHIEIlf entered into or
e

!
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(a) withany body corporate, if such Director, along with other Directors holds more than two per-
cent of the paid-up share capital of that body corporate, of he is a promoter, OF manager or chief

executive officer of that body corporate; OF

@] with a firm or other entity, if such Director is a partner, owner or Member, as the case may be, of

that firm or other entity.
£ the item of business is a related party transaction, then he shall not be present at the Meeting, whether
physically or through Electronic Mode, during discussions and voting ont such item.
gh Electronic Mode in a Meeting shall be counted for the purpose of

3.3 Directors participating throu
Juded for any items of business under the provisions of the Act or any

Quorum, unless they are to be exc
other law.

3.4 Meetings of the Board

3.4.1 The Quorum for a Meeting of the Board shall be one-
Directors, whichever is higher.

third of the total strength of the Board, or two

third shall be rounded off to the next one.

Any fraction contained in the above one-
les is higher than onc third of the total strength,

Where the Quorum requirement provided in the Artic
the cempany shail conform to such higher requirement.

clude Directors whose places are vacant.

qual to two-thirds of the total strength, the remaining
shall be the Quorum during such item.

Total strength for this purpose, shall not in

1f the number of Interested Directors exceeds or is e
Directors present at the Meeting, being not less than two,
¢ be held for want of Quorum, then, unless atherwise provided in the
ed to the same day in the next week, at the same
he next succeeding day which is not a National

If a Meeting of the Board could no
Articles, the Meeting shall automatically stand adjourn
time and place or, if that dayisa National Holiday, to t
Holiday, at the same time and place.

d Meeting also, the Meeting shall stand cancelled.

3.4.2 Where the number of Directors is reduced below the minimum fixed by the Articles, no business
shall be transacted unless the number is first made up by the remaining Directoys) or through a General

Meeting. -
If the number of Directors is reduced below the Quorum fixed by the Act for a Meeting of the Board, the

continuing Directors may act for the purpose of increasing the number of Directors to that fixed for the

Quorum or of sumunoning a general meeting of the company, and for no other purpose.

I£ there is no Quorum at the adjourne

3.5 Meetings of Committees o )
Unless otherwise stipulated in the Act or the Articles or under any other law, the Quorum for Meet-
ings of any Committee constituted by the Board shall be as specified by the Board. If no stich Quorum’
is specified, the presence of all the members of any such Comumittee is necessary to form the Quorum.
ons for the Quorum of a Committee and

Regulaticns ¢ramed under any other law may contain provisi
such stiputations shall be followed.

4. Attendance at Meetings

4.1 Attendance register

41.1 Every company shall maintain attendance register for the Meetings of the Board and Meetings of
the Committee. The pages of the attendance register shall be serially numbered. If an attendance register
is maintained in loose-leaf form, it shall be bound periodically, at least once in every three years.

4.1.2 The attendance register shall contain the following particulars:

Serial number and date of the Meeting; in case of a Committee Meeting name of the Committee; place
of the Meeting; time of the Meeting; names and signatuzes of the Directors, the Company Secretary and
also of persons attending the Meeting by invitation and their mode of presence, if participating through

Electronic Mode.

41.3 The attendance tegister shallbe deemed to have beensigned by the Directors participating through
Electronic Mode, if their attendance is recorded in the attendance register and authenticated by the
Company Secretary T where there is no Company Secretary, by the Chairman or by any other Direc-

|
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tor present at the Meeting, if so authorized by i f
. £ the Chairman and the icination i
P e Mintos. v fact of such participation is alsu

In C;SS'Of Directors participating through Electronic Mode, the Chairman shall confirm the attendance of
suc ) -+ > 1 -
o Chxrfgctors. FO(I: this purpose, at the commencement of the Meeting, the Chairman shall take a roll cai]I
e e -alfm;lan or Company Secretary shall request the Director participating through Electronic Mode t';
5 " okl . .. . ¢ . -
_ara e his fu JT]amc éx.d Imalxoq from where he is participating and shall record the same in the Minutes
he proceedings of such Meetings shall be recorded through any electronic recording mechanis 1
the details of the venue, date and time shall be mentioned. e
4.1.4 The attendance register shall t intai i f
gister shall be maintained at the Registered Office of the ¢ any or suci
place as may be approved by the Board. i fice of the company orsach ather
The attendance register may be taken to any place where a Meeting of the Board or Committec is held
4.1.5 The attendance register is open for inspection by the Directors.
v e o ; .
o engfte\r a person ceases to Pe a Director, he shall be entitled to inspect the attendance register of the
eetings held during the period of his Directorship. 7
The Compx in Practic i
o e' Aon;l_Pany fSecrekary in Practice ap_pomted by the company or the Secretarial Auditor or the Statu-
ry Auditor o th(f company can also inspect the attendance register as he may consider necessary for
the performance of his duties. ) i * s
A Member of the company is not entitled to inspect the attendance register
gister.
4.1. ~ attendance recister ' F i {
f116 The attendance .eg}sten shall be preserved for a period of at least eight financial years from the date
of last entry made therein and may be destroyed thereafter with the approval of the Board l
4.1.7 The attendance register shall be in the custody of the Company Secretary.
Where there is no Company Secretary i ’ :
S any Secretary, the attendance register shall bei 5 f
ere there is n \ Y, all be in the custody of any other pers
authorized by the Board for this purpose. stodyofany other person
4.'2 Lcilve of absence shall be granted to a Director only when a request for such leave has been commlp
fucate ! tq the Company Secretary or to the Chairman or to any other person authorized by the Board t
issue Notice of the Meeting. S e
The offi irec hall bec i i
zlheénflcs 1ofla Dxrahutor st .all' become vacant in case the Director absents himself from all the Meetings of
he Board held during a period of twelve months with or without seeking leave of absence of the Board
5. Chairman .
5.1 Meetings of the Board

:éll The Chairm.an of the company shall be the Chairman of the Board. If the company does not have a
hairman, the Directors may elect one of themselves to be the Chairman of the Board \

5.1i.? "flhe Chgirmax} of the Board shall conduct the Meetings of the Board. If no such Chairman is elected
o}: the Chaxrman. is unable to attend the Meeting, the Directors present at the Meeting shall elect one of
themselves to chair and conduct the Meeting, unless otherwise provided in the Articles.

+ di15v af :
Ft v[;/oilld be the duy of the Chairman ‘o check, with the assistance of Company Secretary, that the Meeting
is duRy co;lv?ned and constxmtgd in accordance with the Act or any other e-\pplicab{e' cfuideline's Rulez
and Regulations before proceeding to transact business. The Chairman shall then conz;uct the M,eeting

The Chairman shall encourage deliberations and debate and assess the sense of the Meeting
3.

If the Chalrmar} is interested in an item of business, he shall entrust the conduct of the proceedi i

respect of such item to any Non-Interested Director with the consent of the majority of Difect rent
and resume thg chair after that item of business has been transacted. However, in éase of a :)iirsa?resem
pany, the Chairman may continue to chair and participate in the Meeting after'disclosure of his i:t:;r;_

If lth(: h1ternhof I.Jusiness is a related party transaction, the Chairman shall not be present at the Meetin
whether physically or through Electronic Mode, during discussions and voting on such item ¥

In case some of the Directors participate through Electronic Mode, the Chairman and the C
Sg;retary sh.all take due and reasonable care to safeguard the integrity of the Meeting b ensu:)ig1 Panf}’
fl::lent security and identific'ation procedures to record proceedings and safe keepinﬂoof )t,he recorgi:; !
No person other than the Dixector concerned shall be allowed access to the proceediigs of the Meeti;so.
o
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except a Director who is differently abled, pro-

where Director(s) participate through Electronic Mode,
any him and ensures that such person

vided such Director requests the-Board to allow a person to accomp
maintains confidentiality of the matters discussed at the Meeting.

The Chairman shall ensure that the required Quorum s present throughout the Meeting and at the end of
discussion on each agenda item the Chairman shall announce the summary of the decision taken thereon.

Unless otherwise provided in the Articles, in case of an equality of votes, the Chairman shall have a

second or casting vote.

5.2 Meetings of Committees
A member of the Committee appointed by the Board or clected by the Committee as Chairman of the
Committee, in accordance with the Act or any other faw or the Articles, shall conduct the Meetings of

If no Chairman has been so elected or if the elected Chairman is unable to attend the

the Conmunittee.
and conduct the Meeting of the

Meeting, the Committee shall elect one of its members present to chair
Committee, unless otherwise provided in the Articles.

6. Passing of Resolution by Circulation

The Act requires certain business to be approved only at Meetings of the Board. However, other business

that requires urgent decisions can be approved by means of Resolutions passed by circulation. Resolu-
tions passed by circulation-re deemed to be passed at a duly convened Meeting of the Board and have
&

equal authority.
6.1. Authority

6.1.1 The Chairman of the Board or in his absence,
rector other than an Interested Director, shall decide, before the
Directors, whether the approvai of the Board for a particular business shal

Resolution by circulation.

the Managing Director or in their absence, any Di-
draft Resolution is circulated to all the
| be obtained by means of a

An iliustrative list of items which shall be placed before the Board at its Meeting and shall not be passed

by circulation is given at Annexure ‘AL

6.1.2 Where not less than one-third of the total number of Directors for the time being require the Resolu-
rion under circulation to be decided at a Meeting, the Chairman shall put the Resolution for consideration
at a Meeting of the Board. 4

Interested Directors shall not be excluded for the purpose of determining the above one-third of the total

number of Directors.

6.2. Procedure

6.2.1 A Resolution proposed to be passed by circulation shall be sent in draft, &
papers, to all the Directors including Initerested Directors on the same day.
6.2.2 The draft of the Resolution to be passed and the necessary papers shall be circulated amongst the
Directors by hand, or by speed post or by registered post or by courier, or by e-mail or by any other
recognized electronic means.

ogether with the necessary

The drart of the Resolution and the necessary papers shall be sert to the postal address or e-mail address
registered by the Director with the company or in the absence of such details or any change thereto, any
of the addresses appearing in the Director Identification Niiffber (DIN) registration of the Director.
Proof of sending and delivery of the draft of the Resolution and the necessary papers shall be maintained
by the company for such period as decided by the Board, which shall not be less than three years from
the date of the Meeting.

6.2.3 Each business proposed to be passed by way of Resolution by circulation shall be explained by anote
setting out the details of the proposal, relevant material facts that enable the Directors to understand the
meaning, scope and implications of the proposal, the nature of concern or interest, if any, of any Direc-
tor in the proposal, which the Director had earlier disclosed and the draft of the Resolution proposed.

The note shall also indicate how a Director shall signify assent or dissent to the Resolution proposed and
the date by which the Director shall respond.

Each Resolution shall be separately explained.
The decision of the Directors shall be sought for each Resolution separately.
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N‘ot more than seven days from the date of circulation of the draft of the Resolution shall be given to the
Directors to respond and the last date shall be computed accordingly.

An additional two days shall be added for the service of the draft Resolution, in case the same has been
sent by the company by speed post or by registered post or by courier.
6.3. Approval

6.3.1 Thg Resolution is passed when it is approved by a majority of the Directors entitled to vote on the
Resolution, unless not less than one-third of the total number of Directors for the time being require the
Resolution under circulation to be decided at a Meeting.

Every such Resolution shall carry a serial number.

I-f any special majority or the affirmative vote of any particular Director or Directors is specified in the Ar-
ticles, the Resolution shall be passed only with the assent of such special majority or suchaffirmative vote.

An Int.erested Director shall not be entitled to vote. For this purpose, a Director shall be treated as inter-
ested in a contract or arrangement entered or proposed to be entered into by the compaﬁy:

(7) with any body corporate, if such Director, along with other Directors holds more than two per-
cent of' the paid-up share capital of that body corporate, or he is a promoter, or manager or chief
executive officer of that body corporate; or )

(b) witha firm or other entity, if such Director is a partner, owner or Member, as the case may be, of
that firm or other entity.

6.3.2 The Resolution, if passeq, shall be deemed to have been passed on the earlier of:
i {a) the last date specified for signifying assent or dissent by the Directors, or

\ (b) the date on which assent has been received from the required majority, provided that on that
date‘the. number of Directors, who have not yet responded on the resolution under circulation,
alor}g with the Directors who have expressed their desire that the resolution under circulation be
decided at a Meeting of the Board, shall not be one third or more of the total number of Directors;
and shall be effective from that date, if no other effective date is specified in such Resolution.

Directors shall signify their assent or dissent by signing the Resolution to be passed by circulation or by
e-mail or any other electronic means.

Directors shall append the date on which they have signed the Resolution. In case a Director does not
append a date, the date of receipt by the company of the signed Resolution shall be taken as the date of
signing. ’

In cases where the interest of a Director is yet to be communicated to the company, the concerned Di-
rector shall disclose his interest before the last date specified for the response and abstain from voting,
In case not less than one-third of the Directors wish the matter to be discussed and decided at a Meeting,
each of the concerned Directors shall communicate the same before the last date specified for the response.
?n case the Director does not respond on or before the last date specified for signifying assent or dissent,
it shall be presumed that the Director has abstained from voting.

It thfe approval of the majority of Directors entitled to vote is not received by the last date specified for
receipt of such approval, the Resolution shall be considered as not passed.

6.4 Recording

Re.solutions passed by circulation shall be noted at a subsequent Meeting of the Board and the text thereof
with dissent or abstention, if any, shall be recorded in the Minutes of such Meeting.

65. Validity

Passing of Resolution by circulation shall be considered valid as if it had been passed ata duly convened
Meeting of the Board.

This shall not dispense with the requirement for the Board to meet at the specified frequency.
7. Minutes

Evexy company shall keep Minutes of all Bodrd and-Committee Meetings in a Minutes Book. Minutes
kept in accordance with the provisions of the Act evidence the proceedings recorded therein. Minutes
help in understanding the Celiberations and decisions taken at the Meeting,
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7.1. Maintenance of Minutes
7.1.1 Minutes shall be recorded in books maintained for that purpose.
7.1.2 A distinct Minutes Book shall be maintained for Meetings of the Board and each of its Committees.
7.1.3 A company may maintain its Minutes in physical or in electronic form.
Minutes may be maintained in electronic form in such manner as prescribed under the Act and as may
be decided by the Board. Minutes in electronic form shall be maintained with Timestamp.

A company shall however follow a uniform and consistent form of maintaining the Minutes. Any devia-
tion in such form of maintenance shall be authorized by the Board.

7.1.4 The pages of the Minutes Books shall be consecutively numbered.

This shall be followed irrespective of a break in the Book arising out of periodical binding in case the
Minutes are maintained in physical form. This shall be equally applicable for maintenance of Minutes
Book in electronic form with Timestamp.

In the event any page or part thereof in the Minutes Book is left blank, it shall be scored out and initialled
by the Chairman who signs the Minutes.

7.1.5 Minutes shall not be pasted or attached to the Minutes Book, or tampered with in any manner.
7.1.6 Minutes Books, if maintained in loose-leaf form, shall be bound periodically depending on the size
and volume and coinciding with one or more financial years of the company.

There shall be a proper focking device to ensure security and proper control to prevent removal or ma-
nipulation of the loose leaves. T

7.1.7 Minutes Books shall be kept at the Registered Office of the company or at such other place as may
be approved by the Board.

7.2. Contents of Minutes a

7.2.1 General Contents R .

7.2.1.1 Minutes shall state, at the beginning the serial number and type of the Meeting, name of the com-
pany, day, date, venue and time of commencement of the Meeting. )

In respect of a Meeting adjourned for want of Quorum, a statement o that effect by the Chairman or in
his absence, by any other Director present at the Meeting shall be recorded in the Minutes.

7.2.1.2 Minutes shall record the names of the Directors present physically or through Electronic Mode,
the Company Secretary who is in attendance at the Meeting and Invitees, if any, including Invitees for
specific items.

The names of the Directors shall be listed in alphabetical order or in any other logical manner, but in
either case starting with the name of the person in the Chair. :

The capacity in which an Invitee attends the Meeting and where applicable, the name of the entity such
Invitee represents and the relation, if any, of that entity to the company shall also be recorded.

7.2.1.3 Minutes shall contain a record of all appointments made at the Meeting.

Where the Minutes have been kept in accordance with the Act and all appointments have been recorded,

then until the contrary is proved, all appointments of Directors, First Auditors, Key Managerial Personnel,
Secretarial Auditors, Internal Auditors and Cost Auditors, shall be deemed to have been duly approved

by the Board.
7.2.2 Specific Contents
7.2.2.1 Minutes shall inter-alia contain:
(a) The name(s) of Directors present and their mode of attendance, if through Electronic Mode.
{b) In case of a Director participating through Electronic Mode, his particulars, the location from
where he participated and wherever required, his consent to sign the statutory registers placed
at the Meeting.

(¢) The name of Company Secretary who is in attendance and Invitees, if any, for specific items and
mode of their attendance if through Electronic Mode.
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{d) Record of election, if any, of the Chairman of the Meeting.

{¢) Record of presence of Quorum.

{fi The names of Directors who sought and were granted leave of absence.

(g) Noting of the Minutes of the preceding Meeting.

(i) Noting the Minutes of the Meetings of the Committees.

(i) The text of the Resolution{s) passed by circulation since the last Meeting, including dissent or
abstention, if any.

(j) The fact that an Interested Director did not participate in the discussions and did not vote on item
of business in which he was interested and in case of a related party transaction such director was
not present in the meeting during discussions and voting on such item.

(k} The views of the Directors particularly the Independent Director, if specifically insisted upon by
such Ditectors, provided these, in the opinion of the Chairman, are not defamatory of any persor;,
not irrelevant or immaterial to the proceedings or not detrimental to the interests of the c-ompan\;'.

(Iy If any Director has participated only for a part of the Meeting, the Agenda items in which he did
not participate.

(m) Theéactof the dissentand the name of the Director who dissented from the Resolutionor abstained
“rom voting thereon.

(1) Ratification by Independent Director or majority of Directors, as the case may be, in case of Meet-
ings held at a shorter Notice.

{0) Consideration of any item other than those included in the Agenda with the consent of majority
of the Directors present at the Meeting and ratification of the decision taken in respect of such
item by a majority of Directors of the company.

{p) The time of commencement and conclusicn of the Meeting.

7.2.2.2 Apart from the Resolution or the decision, Minutes shall mention the brief background of sll
proposals and summarize the deliberations thereof. In case of major decisions, the rationale thereof shall
also be mentioned.

The decisions shall be recorded in the form of Resolutions, where it is statutorily or otherwise required.
In other cases, the decisions can be recorded in a narrative form.

Where a Resolution was passed pursuant to the Chairman of the Meeting exercising his second or casting
vote, the Minutes shall record such fact.

7.3 Recording of Minutes

7.3.1 Minutes shall contain a fair and correct sumn"\ary.of the proceedings of the Meeting.

The Company Secretary shall record the proceedings of the Meetings. Where there is no Company Sec-
retary, any other person duly authorized by the Board or by the Chairman in this behalf shall record the
proceedings.

The Chairman shall ensure that the proceedings of the Meeting are correctiy recorded.

The Chairman has absotute discretion toexclude from the Minutes, matters which in his opinion are or

could reasonably be regarded as defamatory of any person, irrelevant or immaterial to the proceedings
or which are detrimental to the interests of the company.

'7.3.2 Minutes shall be written in clear, concise and plain language.

Minutes shall be written in third person and past tense. Resolutions shall however be written in present
tense.

Minutes need not be an exact transcript of the proceedings at the Meeting.

In case any Director requires his views or opinion on a patticular item to be recorded verbatim in the
Minutes, the decision of the Chairman whether or not to do so shall be final.

7.3.3 Wherever the decision of the Board is based on any unsigned documents including reports or notes
or presentations tabled or presented at the Meeting, which were not part of the Notes on Agenda and are
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referred o in the Minutes, shall be identified by initialing of such documents by the Company Secretary
or the Chairman,

7.34 Where any earlier Resolution(s) or decision is superseded or modified, Mi'nutgs .shall contmfw a
specific reference to such earlier Resolution(s) or decision or state that the Resolution is in supersession
of all carlier Resolutions passed in that regard.

7.35 Minutes of the preceding Meeting shall be noted at a Meeting of the Boarq held immediately fol-
fowing the date of entry of such Minutes in the Minutes Book.

Minutes of the Meetings of any Committee shall be noted at a Meeting of the Board held immediately
following the date of entry of such Minutes in the Minutes Book.

74. Finalization of Minutes

Within fifteen days from the date of the conclusion of the Meeting of the Board or the Comrmtte?, the
draft Minutes thereof shall be circulated by hand or by speed post or by registered post or by courier or
by e-mail or by any other recognized electronic means to all the members of the Board or the Committee,
as on the date of the Meeting, for their comments.

Where a Director specifies a particular means of delivery of draft Minutes, these shall be sent to‘hlm by
suchmeans. Proof of sending draft Minutes and its delivery shall be maintained by the company ror_ such
period as decided by the Board, which shall not be less than three years from the date of the Meeting.
The Directors, whether present at the Meeting or not, shall communicate their comments, if any, in writ-
ing on the draft Minutes within seven days from the date of circulation thereof, so that the Minutes are
finalized and entered in the Minutes Book within the specified time limit of thirtv days.

If any Director communicates his comments after the expiry of the said period of seven days, the Chair-
man, if 5o authorized by the Board, shall have the discretion to consider such comments.

In the event a Director does not comment on the draft Minutes, the draft Minutes shall be deemed to
have been approved by such Director. )

A Director, who ceases to be a Director after a Meeting of the Board is entitled to receive the draft Min-
utes of that particular Meeting and to offer comments thereon, irrespective of whether he attended such
Meeting or not.

7.5 Enfry in the Minutes Book

751 Minutes shall be entered in the Minutes Book within thirty days from the date of conclusion of the
Meeting.

In case a Meeting is adjourned, the Minutes in respect of the original Meeting as well as the adjou.med
Meeting shall be entered in the Minutes Book within thirty days from the date of the respective Meetings.
75.2 The date of entry of the Minutes in the Minutes Book shall be recorded by the Company Secretary.
Where there is no Company Secretary, it shall be entered by any other person duly authorized by the
Board or by the Chairman.

75.3 Minutes, once entered in the Minutes Book, shall not be aitered.

Any alteration in the Minutes as entered shall be made only by way of express approval of the Board ai
its subsequent Meeting at which the Minutes are noted by the Board and the fact of such alteration shall
be recorded in the Minutes of such subsequent Meeting.

76. Signing and Dating of Minutes _

76.1 Minutes of the Meeting of the Board shall be signed and dated by the Chairmar of the Meeting or
by the Chairman of the next Meeting.

Minutes of the previous Meeting may be signed either by the Chairman of such Meetx'ng at any time
before the next Meeting is held or by the Chairman of the next Meeting at the next Meeting.

7.6.2 The Chairman shall initial each page of the Minutes, sign the last page and append to such signature
the date on which and the place where he has signed the Minutes.

Any blank space in a page between the conclusion of the Minutes and signature of the Chairman shall
be scored out. :
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If the Minutes are maintained in electronic form, the Chairman shall sign the Minutes digitally.
7.6.3 Minutes, once signed by the Chairman, shall not be altered, save as mentioned in this Standard.

7.6.4 Within fifteen days of signing of the Minutes, a copy of the said signed Minutes, certified by the §
Company Secretary or where there is no Company Secretary by any Director authorized by the Board,
shall be circulated to all the Directors, as on the date of the Meeting and appointed thereafter, except
to those Directors who have waived their right to receive the same either in writing or such waiver is &
recorded in the Minutes.

Proof of sending signed Minutes and its delivery shall be maintained by the company for such period as
decided by the Board, which shall not be less than three years from the date of the Meeting.
7.7. Inspection and Extracts of Minutes

7.7.1 The Minutes of Meetings of the Board and any Committee thereof can be inspected by the Directors.
A Director is entitled to inspect the Minutes of a Meeting held before the period of his Directorship.

A Director is entitled to inspect tlie'Minutes of the Meetings held during the period of his Directorship,
even after he ceases to be a Director.

The Company Secretary in Practice appointed by the company, the Secretarial Auditor, the Statutory
Auditor, the Cost Auditor or the Internal Auditor of the company can inspect the Minutes as he may
consider necessary for the pgiéormance of his duties.

&
Inspection of Minutes Book may be provided in physical or in electronic form.

While providing inspection of Minutes Book, the Company Secretary or the official of the company *
authorised by the Company Secretary to facilitate inspection shall take all precautions to ensure that the
—Minutes Book is not mutilated or in any way tampered with by the person inspecting. ’

A Member of the company is not entitled to inspect the Minutes of Meetings of the Board.

7.7.2 Extracts of the Minutes shall be given only after the Minutes have been duly entered in the Minutes
Book. However, certified copies of any Resolution passed at a Meeting may be issued even earlier, if the
text of that Resolution had been placed at the Meeting.

ADirectorisentitled to receive, a copy of the Minutes of a Meeting held before the period of his Directorship.

A Director is entitled to receive a copy of the signed Minutes of a Meeting held during the period ofhis
Directorship, even if he ceases to be a Director.

Extracts of the duly signed Minutes may be provided in physical or electronic form.
8. Preservation of Minutes and other Records
8.1 Minutes of all Meetings shall be preserved permanently in physical or inelectronic formwith Timestamp.

Where, under a scheme of arrangement, a company has been merged or amalgamated with another
company, Minutes of all Meetings of the transferor company, as handed over to the transferee company,
shall be preserved permanently by the transferee company, notwithstanding that the tranisferor company
might have been dissolved.

82 Office copies of Notices, Agenda, Notes on Agenda and other related papers shall be preserved in
good order in physical or in electroric form for as long as they remain current or for eight financial years,
whichever is later and may be destroyed thereafter with the-approval of the Board.

Office copies of Notices, Agenda, Notes on Agenda and other related papers of the transferor company,
as handed over to the transferee company, shall be preserved in good order in physical or electronic form |
for as long as they remain current or for eight financial years, whichever is later and may be destroyed 2
thereafter with the approval of the Board and permission of the Central Government, where applicable.

8.3 Minutes Books shall be in the custody of the Company Secretary.

Where there is no Company Secretary, Minutes Books shall be in the custody of any Director duly au- '
thorized for the purpose by the Board.

9. Disclosure

The Report of the Board of Directors shall include a statement on compliances of applicable Secretarial
Standards.
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Effective Date: This Standard shali come into effect from 1# October, 2017.

Annexure ‘A’ (Para 1.3.8)

Ilustrative list of items of b
the Board at its Meeting

usiness which shall not be passed by circulation and shall be placed before

General Business Items

¢ Noting Minutes of Meetings of Audit Committee and other Committees.

+ Approving financial statements and the Board's Report.

¢ to ensure compliance with the provisions of all the laws

+ Considering the Compliance Certificat
applicable to the company.
# Specifying list of laws applicable specifically to the company.
+ Appointment of Secretarial Auditors and Internal Auditors.
Specific Items
+ Borrowing money otherwise than by issue of debentures.
+ Investing the funds of the company.

+ Granting loans or giving guarantee or providing security in respect of loans.

+ Making political contributiors.

+ Making calls on shareholders in respect of money
aging Director, Whole-time Director and Manager.
{

unpaid on their shares.
|

+ Approving Remuneration of Man
. 1

+ Appointment or Removal of Key Managerial Personnel.

a person as a Managing Director/Manager in more than one company.

+ Appointment of
the appointment of Director(s) in casual vacancy subject to the provi-
B :

+ Incase of a public company,
sions in the Articles of the company.

+ According sanction for related party transactions which
or which are not on arfi's length basis.

are not in the ordinary course of business

¢ Sale of subsidiaries.
+ Purchase and Sale of material tangible/ intangible asse

+ Approve Payment to Director for loss of office.
g out of separate Meeting of the Independent Directors if s0 decid

ts not in the ordinary course of-business.

+ ltems arisin, ed by the Indepen-
dent Directors. N : :
Corporate Actions

Authorize Buy-Back of securities.

ities, including debentures, whether inor ocutside India.

*

+ [ssue of securl
+ Approving amalgamation, merger or reconstruction.
« Diversify the business.
+ Takeover another company or acquiring controlling or substantial stake in another company-
Additional list of items in case of listed companies

+ Approving Annual operating plans and budgets.

+ Capital budgets and any updates.

+ Information on remuneration of Key Managerial Personnel.
notices and penalty notices which are materially important.

any material effluent or pollution problems.

he company, or substantial non-payment

¢ Show cause, demand, prosecution
« Fatal or serious accidents, dangerous OCCUrrences,

+ Any material default in financial obligations to and by ¢
for goods sold by the company.
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¢ Any issue, which involves possible publicor product liability claims of substantial nature, includ-
ing any judgement or order which, may have passed strictures on the conduct of the company or
taken ¢ rerse vi i ¥ i ive implicati J
en an adverse view regarding another enterprise that can have negative implications on the
company.
¢ Details of any joint venture or collaboration agreement.
o Transactions that involve substantial payment towards goodwill, brand equity, or intellectual
property. '
¢ Significant labour problemsand their proposed solutions. Any significant developmentin Human
. e L . . et . . ~ . . cyr ;
Rnbgur&s, industrial Relations front like signing of wage agreement, implementation of Voluntary
Retirement Scheme etc. ‘
¢ Quarterly details of foreign exchange exposures and the steps taken
¢ by management to limit the risks of adverse exchange rate movement, if material.
N, N P .
o Non-compliance of any regulatory, statutory or listing requirements and shareholder services
such as non-payment of dividend, delay in share transfer etc.
Annexure ‘B’ (Para 1.3.8)
Hlustrative list of items of business for the Agenda for the First Meeting of the Board of the company
1. To appoint the Chairman of the Meeting.
2. To note the Certificate of Incorporation of the company, issued by the Registrar of Companies
3. To take note of the Memorandum and Articles of Association of the company, as registered

4. To note the situation of the Registered Office of the company and ratify the registered document
of the title of the premises of the registered office in the name of the company or a Notarized copy
of lease/rent agreement in the name of the company. ' ‘

5. To note the first Directors of the company.

6. To read and record the Notices of disclosure of interest given by the Directors.

~1

. To consider appointment of Additional Directors.
8. To consider appointment of the Chairman of the Board.
9. To consider appointment of the first Auditors.

10. To adopt the Common Seal of the company, if any.

11. To appoint Barkers and to open bank accounts of the company.

12. .To authorize printing of share certificates and correspondence with the depositories, if any.

13. To authorize the issue of share certificates to the subscribers to the Memorandum and Arti‘cles of

Association of the company.

14. To approve and ratify preliminary expenses and preliminax;y agreements.

i3, ;f'o approve the appoirtment of the Key Managerial Personnel, if applicable and other senior of-
icers.

SECRETARIAL STANDARD-2: GENERAL MEETINGS

Introduction: .This Standard seeks to prescribe a set of principles for the convening and conducting of
Genera) Meetings and matters related thereto. This Standard also deals with conduct of e-voting and
postal ballot.

Scope: This Standard is applicable to all types of General Meetings of all companies incorporated under
the Act except One Person Company (OPC) and a company licensed under Section 8 of the Companies
Act, 2013 or corresponding provisions of any previous enactment thereof.

However, Section 8 companies need to comply with the applicable provisions of the Act relating to
General Meetings.

The prir'lciples enunciated in this Standard for General Meetings of Members are applicable mutatis-
mutandis to Meetings of debenture-holders and creditors. A Meeting of the Members or class of Members
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or debenture-holders or creditors of a company ander the directions of the Court or the Company Law

Board (CLB) or the National Company Law Tribunal (NCLT) or any other prescribed authority shall be
governed by this Standard without prejudice to any rules, regulations and directions prescribed for and
orders of, such courts, judicial forums and other authorities with respect to the conduct of such Meetings.

This Standard is in conformity with the provisions of the Act. However, if, due to subsequent changes
in the Act, a particular Standard or any part thereof becomes inconsistent with the Act, the provisions

of the Act shall prevail.
1. Convening a Meeting
1.1 Authority

A General Meeting shall be convened by or on the authority of the Board.

The Board shall, every year, convene oI authorize convening of a Meeting of its Members called the
Annual General Meeting to transact items of Ordinary Business specifically required to be transacted at
an Annual General Meeting as well as Special Business, if any. [f the Board fails to convene its Annual
General Meeting inany year, any Member of the company may approach the prescribed authority, which
may then direct the calling of the Annual General Meeting of the company.

also, whenever it deems fit, call an Extra-Ordinary General Meeting of the company.

The Board may
t of a valid requisition,

The Board shall, on the requisition of Members who hold, as on the date of the receip

(@) in Lhe case of company havinga share capital, not less than one-tenth of the paid-up share capital
carrying Voting Rights or (b} in the case of a company not having share capital, not less than
one-tenth of total voting power of the company, call an Extra-Ordinary Gerieral Meeting of the

company. |
1f, on receipt of a valid requisition having been made in this behalf, the Board, within twenty-one days
from the date of such receipt, fails to call a Meeting on any day within forty-five days from the date of
receipt of such requisition, the requisitionists may themselves call and hold the Meeting within three
months from the date of requisition, in the same manner inn which the Board should have called and

held the Meeting.
annexed to the Notice of an Extra-Ordinary General Meeting convened

Explanatory statement need not be 3
dy disclose the reasons for the Resolution(s) which they

by the requisitionists and the requisitionists m
propose to move at the Meeting.

Such requisition shall not pertain to any item of business that is required to be transacted mandatorily

through postal ballot.

1.2 Notice

1.2.1 Notice in writing of every Meetihg shall be given to every Member of the company. Such Notice.
shall also be given to the Directors and Auditors of the company, to the Secretarial Auditor, to Debenture
Trustees, if any, and, wherever applicable or so required, to other specified persons.

In case of a Nidhi, Notice may be served individually only on Members who hold shares of more than
one thousand rupees in face value or more thar one percent of the total paid-up share capital of the
company, whichever is less. For other Members, Notice may be served by a public notice in newspaper

Grenlated [ the district where the Registered Office of the company is situated and by displaying the

same on the Notice Board of the company.
In the case of Members, Notice shall be.given at the address registered with the company ot depository.
i the case of shares or other securities held jointly by two or more persons, the Notice shall be given to
the person whose name appears first as per records of the company or the depository, as the case may be.
In the case of any other person who is entitled to receive Notice, the same shall be given to such person
at the address provided by him.
Where the company has received intimation of death of a Member, the Notice of Meeting shall be sent
as under:
(a) where securities are held singly, to the
(b) where securities are held by more than one pers
ing first joint holder;

Nominee of the single holder;
on jointly and any joint holder dies, to the surviv-

SECRETARIAL STANDARDS 553

(c) where securities are held by more than one joi
: person jointly and all the joi i
Nominee appointed by all the joint holders; : ¢ ® oint holders die,to the

In the absence of a Nominee, the Notice shall be sent to the legal representative of the deceased Membe;
. ased ) T,
In case of insolvency of a Member, the Notice shall be sent to the assignee of the insolvent Member

In case the Member is a comp porate wi £ wWou ot e sent ¢
th by any or bOd) corporate which is bein:
g wi nd up, Notice shall b nt to

122 NotiFe shall be sent by hand or by ordinary post or by speed post or by regiétered ost or b i
or by facsimile or by e-mail or by any other electronic means. ‘Electronic means’ meanspan conzl pica.
tion sel?t by a company through its authorized and secured computer programme whic})\/ is cam‘g;ma}
proéucmg confirmation and keeping record of such communication addressed to the person enli'il ; N
receive such communication at the last electronic mail address provided by the Membper et

IQn cas.;e tgz Notice and accoglpanying documents are given by e-mail, these shall be sent at the Members’
-mail addresses, registered with the company or provided i i i
email addvoss pany or p: by the depository, in the manner prescribed

Thg company ghall ensure that it uses a system which produces confirmation of the total number of
recipients e-mailed jand a record of each recipient to whom the Notice has been sent and copy of such
recgr;:l allfidfar}:y Notices of any failed transmissions and subsequent re-sending shall be retained by or
on behalf of the company as “proof of sending” for such period as decided b, i

the B
be less than three years from the date of the Meeting. P y the Bosed, hich shaltnot

In case of the Directors, Audlt()IS, Secretarial Auditors and ()thers, if ar 1V, the Notice and accompany-
ng documents shall be sent at.the e-mail addresses pIOVlded by them to the con pany, if beir g sent by
S & A

Notice shall be'sent to Members b i i
: y registered post or speed post or courier or e-mai i
post in the following cases: P Handnorby erdinary

(a) if the company provides the facility of e-voting ; ]
(b) if the item of business is being transacted through postal ballot.

Iia Member requests for delivery of Notice through a particular mode, other than the one followed by
the company, hg shall pay such fees as may be determined by the company in its Annual General Meet-
ing and the Notice shall be sent to him in such mode.
Noti(.:e. s‘halAl be sent to Members by registered post or speed post or e-mail if the Meeting is called by the
requisitionists themselves where the Board had not proceeded to call the Meeting

g
1.2.3 In case of companies having a website, the Notice shall s
- 2 simult 4 i
till the conclusion of the Meeting. ’ ‘aneouﬂ) be hostec on the webste
In case of a private company, the Notice shall be hosted o i ‘ o

. , the ! n the website of th i

otherwise provided in the Articles. : fhe company, Hany,urles

1.2.4 Notice shall specify the day, date, time and full address of the venue of the Meeting.
Notice of Annual General Meeting shall also specifv the serial number of the Meeting.

Notice shall contain complete particulars of the venue of th ing i i
: e Meeting including route map and prominent
land mark, if any, for easy location, except in case of - 8 P “

(i) acompany in which only its directors and their relatives are members;
(iiy a wholly owned subsidiary.

An A@ual General Meeting and a Meeting called by the requisitionists shall be called during businesg
hours, i.e., between 9 a.m. and 6 p.m., on a day that is not a National Holiday.

Annual .G(?neral Meetings 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 situated, whereas
other General Meetings may be held at any place within India. A Meeting called by the -requgsiﬁonists
shall be held either at the registered office of the company or at some other place within the city, to

or village in which the registered office of the company is situated. o
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General Meeting shall be held at its registered office or

In case of a Government company, the Annual
| Goverrument, as may be required in this behalf.

any other place with the approval of the Centra
Notice of a company which has a share capital or the Articles of which provide for voting at a Meeting
by Proxy, shall prominently contain 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 heed not be a Member.

In case of a private company, the Notice shall specify the entitlement of a member to appoint Proxy in
accordance with this para, unless otherwise provided in the Articles.

and the business to be transacted thereat. In

1.2.5 Notice shall clearly specify the nature of the Meeting
1 the form of a Resolution and shall be ac-

respect of items of Special Business, each such item shall be i
companied by an explanatory statement which shall set out all such f
ns of the item of business and to take a decision thereon.
t required to be stated in the Notice. )

acts as would enable a Member to
understand the meaning, scope and implicatio
In respect of items of Ordinary Business, Resolutions are no
The nature of the concern or interest (financial or otherwise), if any, of the following persons, in any
special item of business or ina proposed Resolution, shall be disclosed in the explanatory statement:
(@) Directors and Manager;
(b) Other Key Managerial Personnel; and -

4

() Relatives of the persons mentioned above.

In case any item of Special Business to be tranisacted at a Meeting of the company relates to or affects any
other company, the extent of shareholding interest in that other.company of every Promoter, Director,
Manager and of every other Key Managerial Personnel of the first mentioned company shall, if the extent
of such shareholding is not less than two percent of the paid-up share capital of that company, also be
stafed in the explanatory statement. :

Where reference is made to any document, contract, agreement, the Memorandum of Association or
Articles of Association, the relevant explanatory statement shall state that such documents are available
for inspection and such documents shall be so made available for inspection in physical or in electronic
form during specified business hours at the Registered Office of the company and copies thereof shall also
be made available for inspection in physical or electronic form at the Head Office as well as Corporate
Office of the company, if any, if such office is situated elsewhere, and also at the Meeting.

In case of a private company, explanatory statement shall comply with the above requirements, unless
otherwise provided in the Articles. .
In all cases relating to the appointment or re-appointment and/ or fixation of remuneration of Directors
including Managing Director or Executive Director or Whole - time Director or of Manager or variation
" of the terms of remuneration, details of each such Director or Mansger, including age, qualifications,
experience, terms and conditions of appointment or re-appointment along with details of remuneration
sought to be paid and the remuneration Jast drawn by such person, if applicable, date of first appoint-
ment on the Board, shareholding in the company, relationship with other Directors, Manager and other
Key Managerial Personnel of the company, the number of Meetings of the Board attended during the

year and other Directorships, Membership/ Chairmanship of Committees of other Boards shall be given
in the explanatory statement.

In case of appointment of Independent Directors, the justification for choosing the appointees for ap-
pointment as Independent Directors shall be disclosed and in case of re-appointment of Independent
Directors, performance evaluation report of such Director or summary thereof shall be included in the
explanatory statement.

1.2.6 Notice and accompanying documents shall be given at least twenty-one clear days in advance of
the Meeting.

For the purpose of reckoning twenty-one days clear Notice, the day of sending the Notice and the day
of Meeting shall not be counted. Further in case the company sends the Notice by post or courier, an
additional two days shall be provided for the service of Notice.

In case of a private company, the period of sending Notice including accompanying documents shall be
as stated above, unless otherwise provided in the Articles.
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In case a valid special Notice under the Act has been received from Member(s), the company shall give
NioHep ¢ i its o : :
Notice of the Resolution to all its Members at least seven days before the Meeting, exchx‘<ive of theiia
of dispatch of Notice and day of the Meeting, i fotice of ¢ . '
I t day ! g, In the same manner as a Notice of ¥ deeti
e a of any General Meeting,
Where this is not practicable, the Notice shall be published in a vernacular newspaper in the principal
s . . . . . . Cl “
\.emf"xculau language of the district in which the registered office of the company is situated, and inpa'l
English newspaper in English language, both having a wide circulation in that dis{rict, at least seven da\:*
. . : . . : °
before rhe Meeting, exclusive of the day of publication of the Notice and day of the Meeting. In case of
companies having a website, such Notice shall simultancously be hosted on the website ‘

127 Notice and accompanying documents may be given at a shorter period of time if consent in writing
is given thereto, by physical or electronic means, by not less than ninety-five percent of the Memherz
entitled to vote at such Meeting. ’ o

The request for consenting to shorter Notice and accompanying documents shall be sent together with
. - . 1 ¢ °

the Notlce and the Meeting shall be held only if the consent is reccived prior to the time fixed for the

Meeting from not less than ninety-five percent of the Members entitled to vote at such Meeting.

The company shall ensure compliance of provisions refating to appointment of Proxy unless all the
Members enti rote Meeti i ing of ing a .+ Ne
Members entitled to vote at such Meeting, consent to holding of the General Meeting at shorter Notice.

o

In case of a private company, consent for shorter Notice shall be obtained from such number of members

as specified in this para, unless otherwise provided in the Articles.

1.28 No business shall be transacted at 2 Mecting if Notice in accordance with this Standard has rot

been given. ‘ o
owever, any accidental omission te give Natice to, or the non-receipt of such Notice by any Member

AT DOT . T ) o1 s g R i )

or other person who is entitled to such Notice for any Meeting shall not invalidate the proceedings of

the Meeting. "

1.2.9 No items of business other than those specified in the Notice and those specifically permitted under

the Act shall be taken up at the Meeting.

A Resollution shall be valid only if it is passed in respect of an item of business contained in the Notice
convening the Meeting or it is sgcifically permitted under the Act.
Ttems specifically permitted under the Act which may be taken up for consideration at the Meeting are:
(7) Proposed Resolutions, the Notice of which has been given by Members; ’
(b) Resolutions requiring special Notice, if received with the intention to move;

(c) Candidature for Directorship, if any such Notice has been received.

A7l . " . . - . k3 . )

.\\/ .1ere.spec1al Notice is required of any Resolution and Notice of the intention to move such Resolution
is received by t-he company from the prescribed number of Members, such item of business shall be
placed. for consideration at the Meeting after giving Notice of the Resolution to Members in the manner
prescribed under the Act. :

Any amendment to the Notice, inciuding the addition of any item of business, can be made provided

__the Notice of amendment is given to all persons entitled to receive the Notice of the Meeting at least

twenty-one clear days before the Meeting.

1_.24.10 Notice §hall .be 'accpmpanied, by an attendance slip and a Proxy form with clear instructions for
filling, stamping, signing and/or depositing the Proxy form.

1.2.11 A Meeting convened upon due Notice shall not be postponed or cancelled.

If, for reasons beyond the control of the Board, a Meeting cannot be held on the date originally fixed
the Board may reconvene the Meeting, to transact the same business as specified in the original No‘tice’
after giving not less than three days intimation to the Members. The intimation shall be either sent indi:
vidually irf the manner stated in this Standard or published in a vernacular newspaper in the principal
vernacular language of the district in which the registered office of the company is situated, and inpa.n
English newspaper in English language, both having a wide circulation in that district. ’
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2. Frequency of Meetings

2.1 Annual General Meeting

Every company shall, in each Calendar Year, hold a General Meeting called the Annual General Meeting.
Every company shall hold its first Annual General Meeting within nine months fljon.l thg date of closing
of the first financial year of the company and thereafter in each Calendar Year within six month_s of the
close of the f'mancial‘year, with an interval of not more than fifteen months between two successive An-
nual General Meetings. The aforesaid period of six months or interval of ﬁfte?n nioths may b§ ext_ended
by a period not exceeding three months with the prior approval of the Reglstrar of Companies, in case
of any Annual General Meeting other than the first Annwual General Meeting. 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 Calendar Year of its incorporation.

2.2 Extra-Ordinary General Meeting

Ttems of business other than Ordinary Business may be considered atan Extra-Ordinary General Meeting
or by means of a postal ballot, if thought fit by the Board.

3. Quorum
3.1 Quorum shall be present throughout the Meeting.
Quorum shall be present not only at the time of commencement of the Meeting but also while transact-
ing business.
Unless the Articles provide for a larger number, the Quorum for a General Meeting shall be:
(a) in case of a public company, -
(i) five Members personally present if the number of Members as on the date of Meeting is
not more than one thousand;
fifteenMembers personally present if the number of Members as on tl}e date of Meeting
is more than one thousand but up to five thousand;

(ii

(ii) 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.
Where the Quorum provided in the Articles is higher than that provided under the Act, the Quorum
shall conform to such higher requirement.
Members need to be personally present at a Meeting to constitute the Quorum.

Proxies shall be excluded for determining the Quorum. .
3.2 A duly authorized representative of a body corporate or the representative of .the P'residen.t of India
or the Governor of a State is deemed to be a Member personally present and enjoys all the rights of a
Member present in person.

One person can be an authorized representative of more than one body corporate. In such a case, he is

treated as more than one Member present in person for the purpose of Quorun. However, to co:stitj_*te
a Meeting, at least two individuals shall be present in person. Thus, in case of a publi'c cormpany ha\'ang
not more than 1000 members with a Quorum requirement of five Members, an authorized representatw.e
of five bodies corporate cannot form a Quorum by himself bgt can do so if at least one more Member is
personally present. .

Members who have voted by Remote e-voting have the right to attend the General Meeting and accord-
ingly their presence shall be counted for the purpose of Quorum. -

A Member who is not entitled to vote on any particular item of business being a related party, if present,
shall be counted for the purpose of Quorum.

The stipulation regarding the presence of a Quorum does not apply with respect to items of business
transacted through postal ballot.

f
i
i
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4. Presence of Directors and Auditors

4.1 Directors
41.11fany Directorisunabletoattend the Meeting, the Chairmanshallexplainsuchabsence at the Meeting,

The Chairman of the Audit Committee, Nomination and Remuneration Committee and the Stakeholders
Relationship Committee, or any other Member-of any such Committee authorized by the Chairman of
the respective Committee to attend on his behalf, shall attend the General Meeting.

4.1.2 Directors who attend General Meetings of the company and the Company Secretary shall be
seated with the Chairman.

The Company Secretary shall assist the Chairman in conducting the Meeting.
4.2 Auditors

The Auditors, unless exempted by the company, shall, either by themselves or through their authorized
representative, attend the General Meetings of the company and shall have the right to be heard at such
Meetings on that part of the business which concerns them as Auditors.

The authorized representative who attends the General Meeting of the company shall also be q';.xalified
to be an Auditor.

4.3 Secretarial Auditor

The Secretarial Auditor, unless exempted by the company shall, either by himself or through his autho-
rized representative, attend the Annual General Meeting and shall have the right to be heard at such
Meeting on that part of the business which concerns him as Secretarial Auditor.

h
1

The Chairman may invite the Secretarial Auditor or his authorized representative to atfend any other

General Meeting, if he considers it necessary.
!

The authorized representative who attends the General Meeting of the company shall also be qualified
to be a Secretarial Auditor.

5. Chairman
5.1 Appointment
The Chairman of the Board shall take the Chair and conduct the Meeting.

If the Chairman is not present within fifteen minuteso after the time appointed for holding the Meeting, or
if he is unwilling to act as Chairman of the Meeting, or if no Director has been so designated, the Direc-
tors present at the Meeting shall elect one of themselves to be the Chairman of the Meeting. If no Director
is present within fifteen Minutes after the time appointed for holding the Meeting, or if no Director is
willing to take the Chair, the Members present shall elect, on a show of hands, one of themselves to be
the Chairman of the Meeting, unless otherwise provided in the Articles.

If a poll is demanded on the election of the Chairman, it shall be taken forthwith in accordance with the .
provisions of the Act and the Chairman.elected on a show of hands 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 Chairman for the rest of the Meeting. :

ini case of a private company, appointment of the Chairman shall be in accordance with this para, uniess
otherwise provided in the Articles.

The Chairman shall ensure that the Meeting is duly constituted in accordance with the Act and the
Articles or any other applicable laws, before it proceeds to transact business. The Chairman shall then
conduct the Meeting in a fair and impartial manner and ensure that only such business as has been set
out in the Notice is transacted. The Chairman shall regulate the manner in which voting is conducted at
the Meeting keeping in view the provisions of the Act.

5.2 The Chairman shall explain the objective and implications of the Resolutions before they are put to
vote at the Meeting.

The Chairman shall provide a fair opportunity to Members who are entitled to vote to seek clarifications
and/or offer comments related to any item of business and address the same, as warranted,

5.3 In case of public companies, the Chairman shall not propose any Resolution in which he is deemed
to be concerned or interested nor shall he conduct the proceedings for that item of business.
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[f the Chairman is interested in any item of business, without prejudice to his Voting Rights on Reso-
lutions, he shall entrust the conduct of the proceedings in respect of such item to any Non -Interested
Director or to a Member, with the consent of the Members present, and resume the Chair after that ifem

of business has been transacted.
6. Proxies

6.1 Right to Appoint

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 arid a Proxy need not be a Member.

A Proxy can act on behalf of Members not exceeding fifty and holding in the aggregate not more than
ten percent of the total share capital of the company carrying Voting Rights.

However, a Member holding more than ten percent of the total share capital of the company carrying
Voting Rights may appoint a single person as Proxy for his entire shareholding and such person shall
not act as a Proxy for another person or shareholder.

If a Proxy is appointed for more than fifty Members, he shall choose any fifty Members and confirm the
same to the company before the commencerhent of specified period for inspection. In case, the Proxy
fails to do so, the company shall consider only the first fifty Proxies received as valid.

In case of a private company, the Proxy shall be appointed in accordance with this para, unless otherwise
provided in the Articles.

6.2 Form of Proxy‘l\

. 6.2.1 An instrument appointing a Proxy shall be in the Form prescribed under the Act.

Such instrument shali not be questioned on the ground that it fails to comply with any special require-
ments specified by the Articles of a company.

The instrument of Proxy shall be signed by the appointer or his attorney duly authorized in writing,
or if the appointer is a body corporate, be under its seal or be signed by an officer or an attorney duly
authorized by it.

6.2.2 An instrument of Proxy duly filled, stamped and signed, is valid only for the Meeting to which it
relates including any adjournment thereof.

6.3 Stamping of Proxies

An instrument of Proxy is valid only if it is properly stamped as per the applicable law. Unstamped or
inadequately stamped Proxies or Proxies upon which the stamps have not been cancelled are invalid.
6.4 Execution of Proxies

6.4.1 The Proxy-holder shall prove his identity at the time of attending the Meeting. )
6.4.2 An authorized representative of a body corporate or of the President of India or of the Governor of
a State, holding shares in a company, may appoint a Proxy under his sigriature.

6.5 Proxies in Blank and Incomplete Proxies

6.5.1 A Proxy form which does not state the name of the Proxy shall not be considered valid.

6.5.2 Undated Proxy shall not be considered valid.

6.5.3 If a company receives multiple Proxies for the same holdings of a Member, the Proxy which is dated
last shall be considered valid; if they are not dated or bear the same date without specific tention of
time, all such multiple Proxies shall be treated as invalid.

6.6 Deposit of Proxies and Authorizations

6.6.1 Proxies shall be deposited with the company either in person or through post not later than forty-
eight hours before the commencement of the Meeting in relation to which they are deposited and a Proxy
shall be accepted even on a holiday if the last date by which it could be accepted is a holiday.

Any provision in the Articles of a company which specifies or requires a longer period for deposit of
Proxy than forty-eight hours before a Meeting of the company shall have effect as if a period of forty-
eight hours had been specified in or required for such deposit.

i
i
|
!
i
i
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In case of a private company, tl‘q? Proxy shall be deposited with the company in accordance with this
para, unless otherwise provided in the Articles. :

6.6.2If the Articles so provide, a Member who has not appointed a Proxy to attend and vote on his behalf
Meetine ; sot 3 Proyy ; ; | ; :

at a Meeting may appoint a Proxy for any adjourned Meeting, not fater than forty-eight hours before the

time of such adjourned Meeting.

6.6.3 In case of remote e-voting:

(1) the letter of appointment of representative(s) of the President of India or the Governor of a State;
or

(i) the authorization in respect of representative(s) of the Corporations;
shall be received by the scrutinizer/company on or before close of e-voting.

In case of postal ballot such letter of appointment/authorization shall be submitted to the scrutinizer
along with physical ballot form.

If the representative attends the Meeting in person to vote thereat, the letter of appoin(mcnt/authofi;:a— ’
tion, as the case may be, shall be submitted before the commencement of Meeting.

6.7 Revocation of Proxies

6..7.1 If a Proxy bad been app(.)inted for the original Meeting and such Meeting is adjourned, ange’roxy
given for the adjourned Meeting revokes the Proxy given for the original Meeting,. i

6.7.2 A Proxy later in date revokes any Proxy/Proxies dated prior to such Proxy.

.6.7.3 A Proxy is valid until written notice of revocation has been received by the company before the
commencement of the Meeting or adjourned Meeting, as the case may be. )

An undated notice of revocation of Proxy shall not be accepted. A notice of revocation shall be signed by
the same Member {s) who had signed the Proxy, in the case of joint Membership. ’

6.7 48When a Member appoints a Proxy and both the Member and Proxy attend the Meeting, the Proxy
stands automaticaily revoked. : ’

6.8 Inspection of Proxies

6.8.1 Requisitions, if any, for inspection of Proxies shall be received in writing from a Member entitled to
vote on any Resolution at least three days before the commencement of the Meeting.

6.8.2 Proxies shall be made available for inspection during the period beginning twenty-four hours before
the time fixed for the commencement of the Meeting and ending with the conclusion of the Meeting.

Inspection shall be allowed between 9 a.m. and 6 p.m. during such period.

In'case of a.private company, inspection of Proxies shall be as stated above, unless otherwise provided
in the Articles.

§.8.3 A fresh requisition, conforming to the above requirements, shall be given for inspection of Proxies
in case the original Meeting is adjourned. ’

6.9 Record of Proxies

purpose.

6.9.2 In case any Proxy entered in the register is rejected, the reasons therefore shall be entered in the
remarks column. ’

7. Voting

7.1 Proposing a Resolution at a Meeting Every Resolution, except a Resolution which has been put to
vote through Remote e-Voting or on which a poll has been demanded, shall be proposed by a Member
and seconded by another Member. i

7.2 E-voting
7.2.1 Every company having its equity shares listed on a recognized stock exchange other than compa-

nies whc?se equity shares are listed on SME Exchange or on the Institutional Trading Platform and other
companies as prescribed shall provide e-voting facility to their Members to exercise their Voting Rights.
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Other companies presently prescribed are companies having not less than one thousand Members.

Nidhis are not required to provide e-voting facility to their Members.

The facility of Remote e-voting does not dispense with the requirement of holding a General Meeting
by the company.

7.2.2 Voting at the Meeting

Every comparty, which has provided e-voting facility to its Members, shall also put every Resolution to
vote through a ballot process at the Meeting.

Ballat process may be carried out by distributing ballot/ poll slips or by making arrangement for voting
through computer or secure electronic systems.

Any Member, who has already exercised his votes through Remote e-voting, may attend the Meeting but
is prohibited to vote at the Meeting and his vote, if any, cast at the Meeting shall be treated as invalid.
A Proxy can vote in the ballot process.

7.3 Show of Hands

Every company shall, at the Meeting, put every Resolution, except a Resolution which has been put to
Remote e-voting, to vote on a show of hands at the first instance, unless a poll is validly demanded.

A Proxy cannot vote on a show of hands.

In case of a private company, the voting by show of hands shall be in accordance with this para, unless
otherwise provided in the Articles.

7.4 Poll ‘

The Chairman shall order a poll upon receipt of a valid demand for poli cither before or on the declara-
tion of the result of the voting on any Resolution on show of hands.

Poll in such cases shall be through a Ballot process.

While a Proxy cannot speak at the Meeting, he has the right to demand or join in the demand for a poll.

The poll may be taken by the Chairman, on his own motion also.
In case of a private company, the poll shall be conducted in accordance with this para, unless otherwise
provided in the Articles.
7.5 Voting Rights

7.5.1 Every Member holding equity shares and, in certain cases as prescribed in the Act, every Member
holding preference shares, shall be entitled to vote on a Resolution.

Every Member entitled to vote on a Resolution and present in person shall, on a show of hands, have
only one vote irrespective of the number of shares held by him. : :
A Member present in person or by Proxy shall, ona poll or ballot, have votesin proportion to his share in
the paid up equity share capital of the company, subject to differential rights as to voting, if any, attached
{o certain shares as stipulated in the Articles or by the terms of issue of such shares.

Preierence shareholders have a right to vote only in certain cases as prescribed under the Act.

I case of a private company, the Voting Rights shall be reckoned in accordance with this para, unless
otherwise provided in the Memorandum or Articles of the company.

1n case of a Nidhi, no Member shall exercise Voting Rights on poll in excess of five percent of total Voting
Rights of equity shareholders.

75.2 A Member who is a related party is not entitled to vote ona Resolution relating to approval of any
contract or arrangement in which such Member is a related party. .

In case of a private company, a member whois a related party is entitled to vote on such Resolution.

A member who is arelated party is entitled to vote ona Resolution pertaining to approval of any contract
or arrangement to be entered into by:

(7) A Government company with any other Government company; or
(b) An unlisted Government company with the prior approval of competent authority, other than
those contract or arrangements referred in clause (a).
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7.6 Second or Casting Vote

Unless qtherwise provided in the Articles, in the event of equality of votes, whether on show of hands or
electronically or on a poll, the Chairman of the Meeting shall have a second or casting vote.

Where the Chairman has entrusted the conduct of proceedings in respect of an item in which he is in-
terested to any Non-Interested Director or to a Member, a person who so takes the Chair shall have
second or casting vote.

8. Conduct of e-voting

8.1 Every company that is required or opts to provide e-voting facility to its Members shall comply with
the provisions in this regard.

8.2 Every company providing e-voting facility shall offer such facility to all Members, irrespective of
whether they hold shares in physical form or in dematerialized form.

8.3 The facility for Remote e-voting shall remain open for not less than three days.
The voting period shall close at 5 p.m. on the day preceding the date of the General Meeting.
8.4 Board Approval
The Board shall:
(a) appoint one or more scrutinizers for e-voting or the ballot process;

The scrutinizer(s) may be a Company Secretary in Practice, a Chartered Accountant in Practice,
a Cost Accountant in Practice, or an Advocate or any other person of repute who is not in th '
employment of the company and who can, in the opinion of the Board, scrutinize the e-voting
process or the'ballot process, as the case may be, in a fair and transparent manner.

The scrutinizer(s) 50 appointed may take assistance of a person who is not in employment of the
company and who is well-versed with the e-voting system.

Prior consent to gt as a scrutinizer(s) shall be obtained from the scrutinizer(s) and placed before
the Board for noting.

(b) appoint an Agency;

(¢) decide the cut-off date for the purpose of reckoning the names of Members who are entitled to
Voting Rights;

Thg cut-off date f(.)r determining the Members who are entitled to vote through Remote e-voting or !
voting at the meeting shall be a date not earlier than seven days prior to the date fixed for the Meeting.

Only Members as on the cut-off date, who have not exercised their Voting Rights through Remote e-
voting, shall be entitled to vote at the Meeting.

8.5 Notice

8.5.1 Notice of the Meeting, wherein the facility of e-voting is provided, shall be sent either by régistAered
post or speed post or by courier or by e-mail or by any other electronic means.

Ap a}d\{ertis-ementcontainingprescribed detailsshall be published, immediately oncompletion of dispatch
of Notices for Meeting but at least twenty one days before the date of the General Meeting, at least once @
ina vernacular newspaper in the principal vernacular language of the district in which the registered
office of th.e company is situated and having a wide circulation in that district and at least once in English §
language in an English newspaper, having country-wide circulation, and specifying therein, inter-alia
the following matters, namely: : ’

(a) A statement to the effect that the business may be transacted by e-voting;

{b) The date and time of commencement of Remote e-voting;

() The date and time of end of Remote e-voting; )

(d) The cut-off date as on which the right of voting of the Members shall be reckoned;

{¢) The manner in which persons who have acquired shares and become Members after the dispatch
of Notice may obtain the login ID and password; . :

(/) The manner in which company shall provide for voting by Members present at the Meeting;
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(g) The statement that: )
(i) Remote e-voting shall not be allowed beyond the said date and time;
(if) a Member may participate in the General Meeting even after exercising his right to vote
through Remote e-voting but shall not be entitled to vote again; and
(iff) a Member as on the cut-off date shall only be entitled for availing the Remote e-voting
facility or vote, as the case may be, in the General Meeting;
(h) Website address of the company, in case of campanies having a website and Agency where Notice
is displayed; and
(i) Name, designation, address, e-mail ID and phone number of the personresponsible to address
the grievances connected with the e-voting.

Advertisement shall simultaneously be placed on the website of the company till the conclusion of Meet-
ing, in case of companies having a website and of the Agency. .
8.5.2 Notice shall simultaneously be placed on the website of the company, in case of companies having
a website, and of the Agency.
Such Notice shall remain on the website till the date of General Meeting.
8.5.3 Notice shall inform the Members abeat procedure of Remote e-voting, availability of such facility
and provide necessary information thereof to enable them to access such facility.
Notice shall clearly state that the company is providing e-voting facility and that the business may be
transacted through such voting.
Notice shall describe clearly the Remote e-voting procedure and the procedure of voting at the Gener
Meeting by Members who do not vote by Remote e-voting.

Notice shall also clearly specify the date and time of commencement and end of Remote e-voting and
contain a statement that at the end of Remote e-voting periad, the facility shall forthwith be blocked.

al

Notice shall also contain contact details of the official responsible to adldress the grievances connected
with voting by electronic means.
Notice shallclearly specify thatany Member, who has voted by Remotee-voting, cannot vote at the Meeting.

Notice shall also specify the mode of declaration of the results of e-voting.

Notice shall also clearly mention the cut-off date as on which the right of voting of the Members shall
be reckoned and state that a person who is not a Member as on the cut off date should treat this Notice
for information purposes only. ’

Notice shall provide the details about the login ID and the process and manner for generating or receiv-
ing the password and for Casting of vote in a secure manmer. -

8.6 Declaration of results

8.6.1 The scrutinizer(s) shall submit his report within three days from the date of the Meeting to the
Chairman or a person authorized by him, who shali countersign the same and declare the result of the
voting forthwith with details of the number of votes cast for and against the Resolution, invalid votes
and whether the Resolution has been carried or not. ’

8.6.2 The result of the voting, with details of the number of votes cast for and against the Resolution,
invalid votes and whether the Resolution has been carried or not shall be displayed for at least three days
on the Notice Board of the company at its Registered Office and its Head Office as well as Corporate Of-
fice, if any, if such office is situated elsewhere. Further, the results of voting along with the scrutinizer’s
report shall also be placed on the website of the company, in case of companies having a website and of
the Agency, immediately after the results are declared. i

8.6.3 The Resolution, if passed by a requisite majority, shall be deemed to have been passed on the date
of the relevant General Meeting. '

8.7 Custody of scrutinizers’ register, report and other related papers The scrutinizer’s register, report
and other related papers received from the scrutinizer(s) shall be kept in the custody of the Company
Secretary or any other person authorized by the Board for this purpose.
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9. Conduct of Poll

9.1 \/\ hen a ppll‘ is demanded on any Resolution, the Chairman shall get the validity of the demand
verm_ed and, 1f}tne dﬂemz'md is valid, shall order the poll forthwith if it is demanded on the question of
appointment of the Chairman or adjournment of the Meeting and, in any other case, within forty-eight
hours of the demand for poll. ’ l T

9..2 In t‘hu case of a poll, which is not taken forthwith, the Chairman shall announce the date, venue and
time of taking the poll to enable Members to have adeguate and convenient opportunity to e;eré‘ise their
vote. The Chairman may permit any Member who so desires to be present at the h'm\e of éountling of vates
;r the date, venue and time of taking the poll cannot be announced at the Meeting, the Chairman shall
inform the Members, the modes and the time of such communication, which shal‘oi,n any case ‘ae( ;\’itl: in
twenty four hours of closure of the Meeting. ‘ S ‘

A Member who did not attend the Meeting can participate and vote in the poli 1n such cases.

In case of a private company, the demand and
a s conduct of poll shall be as stated above, un! therwi
provided in the Articles. s otherie

9.3 Each Resolution put to vote by poll shall be-put to vote separately.
One ballot paper may be used for more than one item.
9.4 Appointment of scrutinizers

The Chairman shall appeint such number of scrutinizers, as he deems necessary, who may include a
Company Secretary'in Practice, a Chartered Accountant in Practice, a st Accc/vL;ntant in larac.tice m‘
Advocate or any oth‘gr person of repute who is not in the employment of the comoam./ to er{su;e th:t
the scratiny of the vates cast on a poll is done in a fair and transp'arent manver. , i

In case of a private company, the appointment of scrutinizer(s) shall be in accordance with this para
unless otherwise provided in the Articles. l

9.5 Declaration of results

9.5.1 The scrutinizer(s) shall submit his report within seven days from the last date of the polt to the Chair-
man who shall countersign the same and declare the result of the poll within two days o}( the subnxj<s?c‘)11
of report by the scrutinizer, with details of the number of votes cast for and against the Resolution in;'e;l' d
votes and whether the Resolution has been carried or not. ‘ ’ -

In case Chairman is not available, for such purpose, the report by the scrutinizer shall be submitted to a

person authorized by the Chairman to receive such report, whe shall countersi crutinizer’
‘ : s sign the scrutinizer’s repo
on behalf of the Chairman. ’ P

The result shall be announced by the Chairman or any other person authorized by the Chairman in
writing for this purpose. B :

The Chairman of the Meeting shall have the power to regulate the manner in which the poll shall be taken
and shall ensure that the poll is scrutinized in the manner prescribed under the Act.

In‘case of a private company, the declaration of result of poli shall be in accordance with this para, unless
otherwise provided in the Articles. ‘

9.5.2 The result of the poll with details of the number of votes cast for and against the Resolution, inyvalid
votes and whether the Resolution has been carried or not shall be displayed for at least three days onthe
Notxce Boz':lrd of the company at its Registered Office and its Head Office as well as Corporate Office, if any,
if such office is situated elsewhere, and in case of companies having a website, shall also be placed on thé

website.

9.5.3 The result of the poll shall be deemed to be the decision of the Meeting on the Resolution on which
the poll was taken.

10. Prohibition on Withdrawal of Resolutions

Resolutions for items of business which are likely to affect the market price of the securities of the com-
pany shall not be withdrawn. Further, any resolution proposed for consideration through e-voting shall
not be withdrawn.
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11. Rescinding of Resolutions

A Resolution passed at a Meeting shall not be rescinded otherwise than by a Resolution passed at a

subsequent Meeting.

12. Modifications to Resolutions

Modifications to any Resolution which do not change the purpose of the Resolution materially may be
proposed, seconded and adopted by the requisite majority at the Meeting and, thereafter, the modified
Resolution shall be duly proposed, seconded and put to vote.

No modification to any proposed text of the Resolution shall be made if it in any way alters the substance
of the Resolution as set out in the Notice. Grammatical, clerical, factual and typographical errors, if any,
may be corrected as deemed fit by the Chairman.

No modification shall be made to any Resolution which has already been put ta vote by Remote e-voting

before the Meeting.

13. Reading of Reports
13.1 The qualifications, observations or comments or other remarks, if any, mentioned in the Auditor’s
Report on the financial transactions, which have any adverse effect on the functioning of the company
shall be read at the Annual General Meeting and attention of the Members present shall be drawn to the
explanations/comments given by the Board of Directors in theigzeport.

[
13.2 The qualifications, observations or comments or other remarks if any, mentioned in the Secretarial
Audit Report issued by the Company Secretary in Practice, which have any material adverse effect on
the functioning of the company, shall be read at the Annual General Meeting and attention of Members
present shall be drawn to the explanations/comments given by the Board of Directors in their report.

14. Distribution of Gifts

No gifts, gift coupons, or cash in lieu of gifts shall be distributed to Members at or in connection with
the Meeting.

15. Adjournment of Meetings

15.1 A duly convened Meeting shall not be adjourned unless circumstances so warrant. The Chairman
may adjourn a Meeting with the consent of the Members, at which a Quorum is present, and shall adjourn
a Meeting if so directed by the Members.

Meetings shall stand adjourned for want of requisite Quorum.

The Chairman may also adjourn a Meeting in the event of disorder or other like causes, when it becomes
impossible to conduct the Meeting and complete its business.

15.2 If a Meeting is adjourned sine-die or for a peri
Meeting shall be given in accordance with the provisions contained hereinabove relating to Notice.

15.3 If a Meeting is adjourned for a period of less than thirty days, the company shall give not less than
threedays’ Noticespecifying the day, date, time and venue of the Meeting, to the Members eithex individu-
ally or by publishing an advertisement in a vernacular newspaper in the principal vernacular language
of the district in which the registered office of the company is situated, and in an Engiish newspaper in
English language, both having a wide circulation in that district.

However, if a Meeting is adjourned for a period not exceeding three days and where an announcement

of adjournment has been made at the Meeting itself, giving in the details of day, date, time, venue and
business to be transacted at the adjourned Meeting, the company may also opt to give Notice of such
adjourned Meeting either individually or by publishing an advertisement, as stated above.

15.4 If a Meeting, other than an Annual General Meeting and a requisitioned Meeting, stands adjourned
for want of Quorum, the adjourned Meeting shali be held on the same day, in the next week at the same
time and place or on such other day or at such other time and place as may be determined by the Board.

If a Meeting is adjourned for want of a Quorum to the same day on the next week, at the same time and
place or with a change of day, time or place, the company shall give not less than three days’ Notice speci-
fying the day, date, time and venue of the Meeting, to the Members either individuaily or by publishing
an advertisernent in a vernacular newspaper in the principal vernacular language of the district in which

od of thirty days or more, a Notice of the adjourned
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the registered office of the company is situ i i
' ) ated, and in an English news i i
having a wide circulation in that district. ’ paper in English language, both

iﬁi at 1a)m adjourned Meeting, Quorum is not present within half an hour from the time appointed, the
Members present, being not less than two in number, will constitute the Quorum l

?:aaﬂgggneiili\r;g:al Gelferzfal Meeting, adjourned for want of quorum or otherwise, shall not be held
ional Holiday, only if any item relating to filling up of vacancy i etiri i
is included in the agenda of such adjourned Mieting. o ney ofa diector et by roation

The company shall ensure compli isi i
pliance of the provisions of holding th i
year, including adjournment thereof withi f < ing 15 e cenarn g every
year, A : of withina gap of not exceeding 15 months from the date of the previ-
nnual General Meeting or within such extended period permitted by the Registrar of Companies

In case of a private company, the adj i
' . , journment of Meeting for want of quorum shal in ac
with this para, unless otherwise provided in the Articles. ! sheltbeimaccordance

15.5 If, within half an hour from the time appoi i i
i J ppointed for holding a Meeting called isitioni
Quorum is not present, the Meeting shall stand cancelled. ’ B celled by requistionits

In case of a private company, the requisiti i g
, the requisitioned meeting shall stand cancelled in ac i i
para, unless otherwise provided in the Articles. il . Fordance with this

15.6 At an adjourned Meeting, only the unfinished business of the original Meeting shall be considered

Any Resolution passed at ar :ld}OUH ed Meetmg would be deemed to have been passed on the date of
the ad]()ux ned Meetmg and not on any earlier date.

16. Passing of Resolutions by postal ballot
- i

. . Lo
1:3; Evc;rgr comipany, excepta company having less than or equal to two hundred Members, shall transact
items of businesg as prescribed, only by means of postal ballot in: i i

, only by st i ;
Comoeel Miseting p ead of transacting such business at a

.
The S. of items of businesses requiring to be transacted or ly l)y means of a p()stdl ballot is gven at An-

The Board may 119wever opt to transact any other item of special business, not being anv business in
regpect of which Directors or Auditors have a right to be heard at the Meeting, by means of-postal bailot

Ordinary Business shall not be transacted by means of a postal ballot.

1{9‘2 Every company having its equity shares listed on a recognized stock exchange other than com

nies wh?se quxty shares are listed on SME Exchange or on the Institutional Trading Platform and otll:a_
companies which are required to provide e-voting facility shall provide such facilitv to its Members n
respect of those items, which are required to be transacted through postal ballot. ’ T

Other companies presently prescribed are companies havihg not less than one thousand Members
Nidhis are not required to provide e-voting facility to their Members. o
16.3 Board Approval
The Board shall:
(@) identify the businesses to be transacted through postal ballot;

() approve the Notice of postal ballot i i i
approve fhe postal ballot incorporating proposed Resolution(s) and explanatory state-

(

<

authorize the Company Secretary or where there is no Company Secretary, any Director of the
comlt)any to conduct postal ballot process and sign and send the Notice along with other docu-
ments;

(d) appoint one scrutinizer for the postal ballot;

The scrutiniz.er may .be aCompany Secretary in Practice, a Chartered Accountant in Practice, a Cost
Afc;:}?untant in Pracglce, an Advocate or any other person of repute who is not in the employment
of the company and, who can in the opinion of the Board, scrutini

h , nize the postal ba i
a fair and transparent manner. P ot processin

The scrutinizer shall however not be an officer or employee of the company.
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The scrutinizer so appointed may take assistance of a person who is ot in employment of the

company and who is well-versed with the e-voting system.

Prior consent to act as a scrutinizer shall be obtained from the scrutinizer and placed before the
Board for noting.

(¢) appoint an Agency in respect of e-voting for the postal ballot;

{f) decide the cut-off date for reckoning Voting Rights and ascertaining those Members to whontthe
Notice and postal ballot forms shall be sent.

Only Members as on the cut-off date shall be entitled to vote on the proposed Resolution by postal ballot.

16.4 Notice

16.4.1 Notice of the postal ballot shall be given in writing to every Member of the company. Such Notice
shall be sent either by registered post or speed post, or by courier or by e-mail or by any other electronic
means at the address registered with the company.

The Notice shall be accompanied by the postal ballot form with the necessary instructions for filling,

" signing and returning the same.

In case the Notice and accompanying docwments are sent to Members by e-mail, these shall be sentto the
Members’ e-mail addresses, regjstered with the company or provided by the depository, in the manner
prescribed under the Act.

Such Notice shall also be given to the Directors and Auditors of the company, to the Secretarial Audi-
tor, to Debenture Trustees, if any, and, wherever applicable or so required, to other specified recipients.
An advertisement containing prescribed details shall be published at least once in a vernacular news-
paper in the principal vernacular language of the district in which the registered office of the company
s situated, and having a wide circulation in that district, and at least once in English language in an
English newspaper having a wide circulation in that district, about having dispatched the Notice and
the ballot papers. . g

16.4.2 In case of companies having a website, Notice of the postal ballot shall simultaneously be placed
on the website. N .

Such Notice shall remain on the website till the last date for receipt of the postal ballot forms from the
Members.

16.4.3 Notice shall specify the day, date, time and venue where the results of the voting by postal ballot
will be announced and the link of the website where such results will be displayed.

Notice shall also specify the mode of declaration of the results of the voting by postal batlot.

] 16.4.4 Notice Of, t_he postal ballot shall inform the Members about availability of e-voting facility, if any,

and provide necessary information thereof to enable them to access such facility.

In case the facility of e-voting has been made available, the provisions relating to conduct of e-voting
shall apply. mutatis mutandis, as far as applicable.

Notice shall describe clearly the e-voting procedure.

Notice shall also clearly specify the date and time of commencement and end of e-voting, if any and
contain a statement that voting shall not be allowed beyond the said date and time. Notice shall also
contain contact details of the official responsible to address the grievances connected with the e-voting

for postal ballot.

Notice shall clearly specify that any Member cannot vote both by post and e-voting and if he votes both

by post and e-voting, his vote by post shall be treated as invalid.
The advertisement shall, inter alia, state the following matters:

(a) astatement to the effect that the business is to be transacted by postal ballot which may include
voting by electronic means;

(b) the date of completion of dispatch of Notices;
(c) the date of commencement of voting (postal-and e-voting);

() the date of end of voting (postal and e-voting);
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1 e i
(e) the statu_nent that any postal ballot form received from the Member after thitty days from the
date of dispatch of Notice will not be valid; - T

{f) a statement to the effect that Member who has not received postai ballot form may apply to the
company and obtain a duplicate thereof; L

[ ot . ; .
) con.tact details of the person responsible to address the queries/ grievances connected with the
voting by postal ballot including voting by electronic means, if any; and

() daAy, date, time and venue of declaration of results and the tink of the website where such results
will be displayed. 7 o

i]otlce and the advertisement shall clearly mention the cut-off date as on which the right of voting of the
h Iembe.rs s‘ha'll b<'e rgckoned and state that a person who is not a Member as on the cut-off date should
treat this Notice for information purposes only.

i6.4.5 Each 1t§m proposed to be passed through postal ballot shall be in the form of a Resolution and shall
t e ac;ompamed by an e:fplanatory statement which shall set out all such facts as would enable a Member
o understand the meaning, scope and implications of the item of business and to take a decision thereon.

16.5 Postal ballot forms

16.5.1 The postal ballot f a ied by i i

o Scmtini;:;e; allot form shail be 1cc0mpa:;ed by a postage prepaid reply envelope addressed to
&

A single postal bailot form may provide for multiple items of business to be transacted.

16.5.2 ini i
16.5.2 The postal bgllot Egrm shall contain instructions as to the manner in which the form is to be com-
pleted, assent or dissent is to be recorded and its return to the scrutinizer.

The postal ballot fqrm may specify instances in which such form shall be treated as invalid or rejected
and procedure for issue of duplicate postal ballot forms. ‘

16.5.3 A postal ballot form shall be considered invalid if:
(a) A form other than one issued by the company has been used;
(b) It has not been signed by or on behalf of the Member;
(¢) Signature on the postal ballot form doesn’t match the specimen signatures with the company;
(d) Ttis not possible to determine without any doubt the assent or dissent of the Member; "
(e) Neither assent nor dissent is mentioned;

() Any competent authority has given directions in writi f
. riting to the company to freeze the Voti
Rights of the Member; 7 pam e the Vorng

(g) The envelope-containing the postal ballot form is received after the last date prescribed;

()] Z?:zhz(ztsvt;anlios; f:crlx;:é saiggf;dr Ix:y ;a representative capacity, is not accompanied by a certified copy
(i) Itis received from a Member who is in arrears of payment of calls;

{j) itis defaced or mutilated in such a way that its identity as & genuine form cannot be established;
(4] x:?(izr has made any amendment to the Resolution.or.imposed. any.condition while ?Xercising

A postal ballot form which is otherwise complete i i ithi i
A p _ plete in all respects and is lodged within the pres i
limit but is undated shall be considered valid. ged ithinthepreserbed ime

16.6 Declaration of results

16.6.1 The scrutinizer shall submit his report within seven days from the last date of receipt of postal
ballot forms to the Chairman or a person authorized by him, who shall countersign the same and d
clare the result of the postal ballot on the date, time and venue specified in the Notice, with details of tli;
nurriber of votes cast for and against the Resolution, invalid votes and the final result as to whether th
Resolution has been carried or not. )

‘16'6'?7 The result of the voting with details of the number of votes cast for and against the Resolution,
invalid votes and whether the Resolution has been carried or not, along with the scrutinizer’s report sha{i
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be displayed for at least three days on the Notice Board of the company at its Registered Office and its
Head Office as well as Corporate Office, if any, if such office is situated elsewhere, and also be placed on
the website of the company, in case of companies having a website.

16.6.3 The Resolution, if passed by requisite majority, shall be deemed to have been passed on the last
date specified by the company for receipt of duly completed postal ballot forms or e-voting.

16.7 Custody of scrutinizer's registers, report and other related papers The postal ballot forms, other
related papers, register and scrutinizer's report reccived from the scrutinizer shall be kept in the custody
of the Company Secretary or any other person authorized by the Board for this purpose.

16.8 Rescinding the Resolution

A Resolution passed by postal ballot shall not be rescinded otherwise than by a Resolution passed sub-
sequently through postal ballot.

16.9 Modification to the Resolution

No amendment or modification shall be made to any Resolution circulated to the Members for passing
by means of postal ballot.

17. Minutes

Every company shall keep Minutes of all Meetings. Minutes kept in accordance with the provisions of
the Act evidence the proceedings recorded therein.

Minutes help in understanding the deliberations and decisions taken at the Meeting.

17.1 Maintenance of Minutes

17.1.1 Minutes shall be recorded in books maintained for that purpose.

17.1.2 A distinct Minutes Book shall be maintained for Meetings of the Members of the company, credi-
tors and others as may be required under the Act.

Resolutions passed by postal ballot shall be recorded in the Minutes book of General Meetings.

17.1.3 A company may maintain its Minutes in physical or in electronic form.

Minutes may be maintained in electronic form in such manner as prescribed under the Act and as may
be decided by the Board. Minutes in electronic form shall be maintained with Timestamp.

A company shall, however, follow a uniformand consistent form of maintaining the Minutes. Any devia-
tion in such form of maintenance shall be authorized by the Board.

17.1.4 The pages of the Minutes Books shall be consecutively numbered.

This shall be followed irrespective of a break in the Book arising out of periodical binding in case the
Minutes are maintained in physical form. This shall be equally applicable for maintenance of Minutes
Book in electronic form with Timestamp.

In the event any page or part thereof in the Minutes Book is left blank, it shall be scored out and initialed
by the Chairman who signs the Minutes.

17.1.5 Minutes shall not be pasted or attached to the Minutes Book, or tampered with in any manner.
17.1.6 Minutes of Mevwtings, if maintained in loese- eaf form, shal! be bound periodically at least once in
every three years.

There shall be a proper locking device to ensure security and proper control to prevent removal or ma-
nipulation of the loose leaves.

17.1.7 Minutes Books shall be kept at the Registered Office of the company.

17.2 Contents of Minutes

17.2.1 General Contents

17.2.1.1 Minutes shall state, at the beginning the Meeting, name of the company, day, date, venue and
time of commencement of the Meeting.

Minutes of Annual General Meeting shall also state the serial number of the Meeting.

In case a Meeting is adjourned, the Minutes shall be entered in respect of the original Meeting as well as

the adjourned Meeting. In respect of a Meeting convened but adjourned for want of Quorum a statement
to that effect shall be recorded by the Chairman or any Director present at the Meeting in the Minutes.

SECRETARIAL STANDARDS . 569

17.2.1.2 Minutes shall record the names of the Directors and the Company Secretary presentat the Meeting.

The names of the Directors shall be listed in alphabetical order or in any other logical manner, but in
either case starting with the name of the person in the Chair.

17.2.2 Specific Contents
17.2.2.1 Minutes shall, inter alia, contain:
(@) The Record of election, if any, of the Chairman of the Meeting.

(b) The fact that certain registers, documents, the Auditor’s Report and Secretarial Audit Report, as
prescribed under the Act were available for inspection.

) The Record of presence of Quorum.
(d) The number of Members present in person including representatives.
)

The number of Proxies and the number of shares represented by them.

(f) The presence of the Chairmen of the Audit Committee, Nomination and Remuneration Committee’

and
Stakeholders Relationship Committee or their authorized representatives.

() The presence if any, of the Secretarial Auditor, the Auditors, or their authorized representatives,
the Court/Tribunal appointed observers or scrutinizeys.

(1) Summary of the opening remarks of the Chairman.

(i) Readingof qualifications, observations or comments or other remarks on the financial transactions,
which have any adverse effect on the functioning of the company, as mentioned in the report of
the Auditors.

(/) Reading of qualifications, observations or comments or other remarks, which have any material
adverse effect on the functioning of the company, as mentioned in the report of the Secretarial
Auditor.

(k) Summary of the clarifications provided on various Agenda Items.

—
=

In respect of each Resolution, the type of the Resolution, the names of the persons who proposed
and seconded and the majority with which such Resolution was passed.

Where a motion is moved to modify a proposed Resolution, the result of voting on such motion
shall be mentioned. If a Resolution proposed undergoes modification pursuant to a motion by
shareholders, the Minutes shall contain the details of voting for the modified Resolution.

(m

=

In the case of poll, the names of scrutinizers appointed and the number of votes cast in favour
and against the Resolution and invalid votes.

() If the Chairman vacates the Chair in respect of any specific item, the fact that he did so and in his
place some other Director or Member took the Chair.

(0) The time of commencement and conclusion of the Meeting.
2

17.2.2.2 In respect of Resolutions passed by e-voting or postal ballot, a brief report on the e-voting or
postal ballot.conducted including the Resoiution proposed, the result of the voring thereonand the sum-
mary of the scrutiniser’s report shall be recorded in the Minutes Book and signed by the Chairman or

in the event of death or inability of the Chairman, by any Director duly authorised by the Board for the
purpose, within thirty days from the date of passing of Resolution by e-voting or postal ballot.

17.3 Recording of Minutes
17.3.1 Minutes shall contain a fair and correct summary of the proceedings of the Meeting.

The Company Secretary shall record the proceedings of the Meetings. Where thereisno Company Secretary,
any other person authorized by the Board or by the Chairman in this behalf shall record the proceedings.

The Chairman shall ensure that the proceedings of the Meeting are correctly recorded.
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The Chairman has absolute discretion to exciude from the Minutes, matters which in his opinion are or
could reasonably be regarded as defamatory of any person, irrelevant or immaterial to the proceedings
or which are detrimental to the interests of the company.

17.3.2 Minutes shall be written in clear, concise and plain language.

Minutes shall be written in third person and past tense. Resolutions shall however be written in present
tense.

Minutes need not be an exact transcript of the proceedings at the Meeting.

17.3.3 Each item of business taken up at the Meeting shall be numbered.

Numbering shall be in a manner which would enable ease of reference or cross-reference.

17.4 Entry in the Minutes Book

17:41 Minutes shall be entered in the Minutes Book within thirty days from the date of conclusion of
the Meeting.

In case a Meeting is adjourned, the Minutes in respect of the original Meeting as well as the adjourned
Meeting shall be entered in the Minutes Book within thirty days from the date of the respective Meetings.

~~17.4.2 The date of entry of the Minutes in the Minutes Book shall be recorded by the Company Secretary.

L
Where there is no Company Secretary, it shall be entered by any other person authorised by the Board

or the Chairman.
17.4.3 Minutes, once entered in the Minutes Book, shall not be altered.

17.5 Signing and Dating of Minutes

17.5.1 Minutes of a General Meeting shall be signed and dated by the Chairman of the Meeting or in the
event of death or inability of that Chairman, by any Director who was present in the Meeting and duly
authorized by the Board for the purpose, within thirty days of the General Meeting,

17.5.2 The Chairman shail initial each page of the Minutes, sigh theJlast pageand append to such signature
the date on which and the place where he has signed the Minutes.

Any blank space in a page between the conclusion of the Minutes agd signature of the Chairman shall
be scored out.

If the Minutes are maintained in electronic form, the Chairman shall sign the Minutes digitally.

17.6 Inspection and Extracts of Minutes
17.6.1 Directors and Members are entitled to inspect the Minutes of all General Meetings including
Resolutions passed by postal ballot. .

Minutes of all General Meetings shall be open for inspection by any Member during business hours of the
company, 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.

The Company Secretary in Practice appointed by the company, the Secretarial Auditor, the Statutory
Auditor; the Cost-Auditor-or-the-Internal Auditor of the company can inspect the Minutes as he may
consider necessary for the performance of his duties. :

Inspection of Minutes Book may be provided in physical or in electronic form.

While providing inspection of Minutes Book, the Company Secretary or the official of the company
authorized by the Company Secretary to facilitate inspection shall take all precautions to ensure that the
Minutes Book is not mutilated or in any way tampered with by the person inspecting.

17.6.2 Extract of the Minutes shall be given only after the Minutes have been duly signed. However, any
Resolution passed at a Meeting may be issued even pending signing of the Minutes, provided the same
is certified by the Chairman or any Director or the Company Secretary.

When a Member requests in writing for a copy of any Minutes, which he is entitled to inspect, the com-
pany shall furnish the same within seven working days of receipt of his request, subject to payment of
such fee as may be specified in the-Articles of the company. In case a Member requests for the copy of
the Minutes in electronic form, in respect of any previous General Meetings held during a period im-

i
!
!
i
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mediatel ing three fi ial vears, the

tely preceding three financial vears, the company shall furnish the same on payment of such fee

as prescribed under the Act.

Copies of the Minutes or the extracts thercof as requisitioned by the Member, duly certified by the Com-

pany Secretary or where there is no Company Secretary, an officer duly authorized by the Board in this
f . . . ’ o

behalf, may be provided in physical or electronic form.

18. Preservation of Minutes and other Records

18.1 Minute Meeti Il be preserved per i i i

8 Minutes of all Meetings shall be preserved permanently in physical or in electronic form with

Timestamp.

Where £ arr g

‘\ here, ux\dgr a scheme of ax»nange{nent, a company has been merged or amalgamated with another

company, Minutes of all Meetings of the transferor company, as handed over to the transferee company,

shall be preserved permanently b ere d notwithstandi any
: P pert nanently by the transferee company, notwithstanding that the transferor company

might have been dissolved. ’

18.2 Office copies of Notices, scrutinizer’s report and related papers shall be preserved in good order in

. . . . .
Physu:al or in electronic form for as long as they remain current or for eight financial years, whichever
is later and may be destroyed thereafter with the approval of the Board. ’

Office copies of Notices, scrutiniser’s report and related papers of the transferor company, as handed over
t}(j the tran.sferee company, §11all l')e preserved in good order in physical or electronic form for as long as
they remain current or for eight financial vears, whichever is later and may be destroyed thereafter with
the approval of the Board and permission of the Central Government, where applicéble.

18.3 Minutes Books shali be kept in the custody of the Company Secretary.

V_Vher? there is no Company Secretary, Minutes shall be kept in the custody of any Director duly autho-
rised for the purpose by the Board. ' ) ’

19. Report on Annual General Meeting

Every ?isted pub}ic company shall prepare a report on Annual General Meeting in the prc@cribed form
including a confirmation that the Meeting was convened, held and conducted as per the provisions of
the Act.

Such report whi ir correct ary oceedi i

ch report which shall be a fair and correct summary of the proceedings of the Meeting shall contain:
(a

l

C

the day, date, time and venue of the Annual General Meeting;

)
) confirmation with respect to appointment of Chairman of the Meeting;
)

number of Members attending the Mecting;

3

confirmation of Quorum;

ing and conducting the Meeting;
() business transacted at the Meeting and result thereof with a brief summary of the discussions;

{2 articulars with respect to anv adjour ent, postponement of Meeting, ¢ hange in venue; and
s) P { t v (&) &) M g g
]‘l)

—

any other points relevant for inclusion in the report.

Such report shall be filed with the Registrar of Companies within thirty days of the conclusion of the
Annual General Meeting.

20. Disclosure

The Annual Return of a company shall disclose the date of Annual General Meeting held during the
financial year.

Effective Date: This Standard shall come into effect from 1 October, 2017.
Annexure (Para 16.1)
Items of business which shall be passed only by postal ballot:

1. f\-lterat'{on of the objects clause of the Memorandum and in the case of the company in existence
immediately before the commencement of the Act, alteration of the Main Objects of the Memo-
randum

confirmation with respect to compliance of the Act and Standards with respect to calling, conven-
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2. Alteration of Articles of Association in relation to insertion or removal of provisions which are
required to be included in the Articles of a company in order to constitute it a private company

©

Change in place of Registered Office outside the local limits of any city, town or village

hal

Change in objects for which a company has raised money from public through prospectus and
still has any unutilized amount out of the money so raised

' Issue of shares with differential rights as to voting or dividend or otherwise
. Variation in the rights attached to a class of shares or debentures or other securities

. Buy-back of shares by a company

o N o O

Appointment of a Director elected by Small Shareholders

_ Gale of the whole or substantiaily the whole of an undertaking of a company or where the company
than one undertaking, of whole or substantially the whole of any of such undertakings

=}

owns more
10. Giving loans of extending guarantee or providing security in excess of the limit specified

11. Any other Resolution prescribed under any applicable law, rules or regulations

QUESTIONS & ANSWERS ON SECRETARIAL STANDARDS

Questiore1] Whether secretarial standard relating to general and board meeting is retluired to be
complied by the companies under the Companies Act, 2013.

Ans.: Compliance with Secretarial Standard relating to general and board meeting [Section 118(10)]:
Every company shall observe secretarial standards with respect to General & Board Meetings specified by
the [CSI constituted u/s3 of the Company Secretaries Act, 1980, and approved by the Central Government.

“In the context of this provision, observance of Secretarial Standard issued by the ICSI on 25 April, 2015

assumes special relevance and companies will have to ensure that there is compliance with these stan-
dards on their part. The 1CS1 has already issued the Secretarial Standard relating to Board and General

Meeting, which are effective from 1% june 2015.

Question 2] Introduction of Secretarial Standards by the Institute of Company Secyetaries of India
(ICSI) is a unique and pioneering cffort towards attainment of good Corporate Governance. Do you
agree? Explain briefly.

CS (Executive) - Dec 2014 (4 Marks)

Ans.: The formulation of Secretarial Standards by the Secretarial Standards Board (SSB} of the ICS! is
a unique and pioneering step towards standardization of diverse secretarial practices prevalent in the
corporate sector.

Companies follow diverse secretarial practices and, therefore, there is a need to integrate, harmonize and

- standardize such practices so as to promote uniformity and consistency.

The SSB formulates Secretarial Standards taking into consideration the applicable laws, business environ-
ment and the best secretarial practices prevalent.

Secretarial Standards 4ie developed:
- ina transparent manner,
- after extensive deliberations, analysis, research; and
- after taking views of corporates, regulators and the public at large.

SSB was constituted in the year 2000. The SSB comprises of eminent members of the profession holding
responsible positions in well-known companies and as senjor members in practice, as well as representa-
tives of regulatory authorities suchas the Ministry of Corporate Affairs, SEBI, the Department of Economic
Affairs, RBI, Department of Public Enterprises, Chamber of Commerce and the sister professional bodies
viz. the ICAI and the ICWA. The ICSI-CCGRT (Centre for Corporate Governance Research & Training)

provides technical support to SSB.

The adoption of the Secretarial Standards by the corporate sector will have a substantial impact on the
quality of secretarial practices being followed by companies, making them comparable with the best
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p;aftifces i1.1 tl}e world. Many companies today are voluntarily adopting the Secretarial Standards in
t eir unctnorrung. The annual reports of several companies released during the last few years include a
disclosure with regard to the compliance of the Secretarial Standards.

Ques{ion 3] Mrs. Rukmini is the statutory auditor of Energies Ltd. Free reserves of the company are
.four times more than the paid-up share capital. The company has Rohit, as secretarial auditor T};xere
is a cost auditor, Amit, and an internal auditor, Sunil. Examining the provisions of the Com' anies
Act, 2013 read with the secretarial standards, advise the company as to who isfare re uiredp to b

present at the forthcoming annual general meeting of the company. ! o

CS (Executive) - Dec 2016 (4 Marks)

Ans.: Presence of Directors and Auditors at AGM:

Directors: If any Director is unable to attend the Meetin i i

, the Chairman shall e
e oot g, an shall explain such absence at
The (,Thairn.lan of the.Audit Committee, Nomination and Remuneration Committee and the Stakeholders
Relatxonshx'p Commlt.tee, or any other Member of any such Committee authorized by the Chairman of
the respective Committee to attend on his behalf, shall attend the General Meeting,

Auditqrs: The Auditorg unless exempted by the company, shall, either by themselves or through their
authorized representative, attend the General Meetings of the company and shall have the right to be
heard at such Meetings on that part of the business which concerns them as Auditors.

he authorized represen.ati ew s the General Meeting of the company shall also be qualif e
I tho: ve who attends ¢t el of the co It g
g pany ified

Secretarial Auditor; ".fhe Secretarial Auditor, unless exempted by the company shall, either by himself
or through histauthorized representative, attend the Annual General Meeting and shall have the right to
be heard at such Meeting on that part of the business which concerns him as Secretarial Auditor. 7

The Chairmar_\ may invite the Secretarial Auditor or his authorized representative to attend any other
General Meeting, if he considers it necessary.

The authorized representative who attends the Gen i
b eral Meeting of the company shall als ifi
to be a Secretarial Auditor. 7 P Pl be qualfed

This Standard is applicable to all types of General Meetings of all companies incorporated under the Act except One
Persqn. Company (OPC) and a company licensed under Section 8 of the Companies Act, 2013 or corresponding
provisions of any previous enactment thereof.

Considering the provisions of 55-2, following person should be present at the AGM:
¢ :
(2) All directors -

3

4

Chairman

Rawd

—

Mrs. Rukmini - Statutory Auditor
Rohit - Secretarial Auditor

—

(5) Amit - Cost Auditor

©

(7} Chairman of .the Audit Committee, Nomination and Remuneration Committee and the Stake-
holders Relationship Committee, or any other Member of any such Comumittee authorized by the
Chairman of the Committee.

)
)
)
)

Sunil - Internal Auditor
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Comment on the following :
(4) A Limited Liability Partnership can become member in a company incorporated
under the provisions of the Companies Act, 2013.

_(b) Consolidation of financial statements is mandatory for all companies including
unlisted companies and private companies.
(¢) A statutory auditor of a private limited company is restricted to take up any other
assignment in the companies.
(d) Merger of a ‘Subsidiary’ Company into ‘Holding’ Company.

(5 rnarks each)

Ans. L

(@)

(%)

(©

Subiject to the MOA & AOA, any person who is competent to contract ¢an become a
member of a company. Being an incorporated body under the statute, LLP can become
a member of a company. o

A company is required to present a ‘consolidated financial statement’if it is holding com-
pany and other is subsidiary ol earlier company.

As per Section 129, where a company has one or more subsidiaries, it shall, in addition
to financial statements prepare a consolidated financial statement of the company and
of all the subsidiaries in the samc form and manner as that of its own which shall also
be laid before the AGM of the company along with the laying of its financial statement.
The company shall also attach along with its financial statement, a separate statement
containing the salient features of the financial statement of its subsidiary or subsidiaries
in such form as may be prescribed.

The Ceniral Government mav provide for the consolidation of accounts of companies in
such manner-as-may-be-preseribed.

Explanation: The word “subsidiary” shall include associate company and joint venture.

Thus, consolidation of financial statement is mandatory for all companies including
unlisted and private company.

As per Section 144, an auditor shall provide to the company only such otherservicesasare
approved by the Board of Directors or the audit committee, 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, namely:

573
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() Accounting and book keeping services
(i) Internal audit )
(i) Design and implementation of any financial information system
(i) Actuarial services ’
(v) Investment advisory services
(vi) Investment banking services
(vii) Rendering of outsourced financial services
(vii)) Management services and
(ix) Any other kind of prescribed services
(d) Section 233 provides that a scheme of merger or amalgamation may be entered into
between:
- Two or more small companies or
- Between a holding company and its wholly-owned subsidiary company or
- Such other class or classes of companies as may be prescribed.
Conditions [Section 233(1)]:

(@) A notice of the proposed scheme inviting objections or suggestions from the ROC and
Official Liquidators where registered office of the respective companies are situated or
persons affected by the scheme within 30 days is issued by the transferor and the trans-
feree company.

(b) The objections and suggestions received are consideged by the companies in their respec-

tive general meetings and the scheme is approved by the respective members or class of

members at a general meeting holding at least 90% of the total number of shares.

Each of the companies involved in the merger files a declaration of solvency with ROC

where the registered office of the company is situated.

() The scheme is approved by majority representing 9/10th in value of the creditors or class
of creditors of respective companies indicated in a meeting convened by the company
by giving a notice of 21 days along with the scheme to its creditors for the purpose or
otherwise approved in writing.

=

(¢}

Filing of copy of the scheme [Section 233(2)]: The transferee cémpaﬁy shall file a copy of the -

scheme in prescribed manner with the Central Government, ROC and the Official Liquidator
where the registered office of the company is situated.

Confirmation order by the Central Government [Section 233(3)]: On the receipt of the scheme,
if the Registrar or the Official Liquidator has no objections or suggestions to the scheme, the
Central Government shall register the same and issue a confirmation thereof to the companies.

Communication of objection to the Central Government [Section 233(4)]: If the Registrar or
Official Liquidator has any objections or suggestions, he may communicate the same in writing
to the Central Government within a period of 30 days. However, if no such communication is
made, it shall be presumed that they have no objection to the scheme.

Application by Central Government to the Tribunal [Section 233(5)]: If the Central Govern-
ment after receiving the objections or suggestions or for any reason is of the opinion that such
a scheme is not in public interest or in the interest of the creditors, it may file an application
before the Tribunal within a period of 60 days of the receipt of the scheme statingits objections
and requesting that the Tribunal may consider the scheme u/s 232.

i
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Tribunal’s action [Section 233(6)]: On receipt of an application from the Central Government
or from any person, if the Tribunal, for reasons to be recorded in writing, is of the opinion that
the scheme should be considered as per Section 232, the Tribunal may direct accordingly or it
may confirm the scheme by passing such order as it deems fit.

Registrar to be communicated [Section 233(7)]: A copy of the order confirming the scheme
shall be communicated to the Registrar having jurisdiction over the transferee company and
the persons concerned and the Registrar shall register the scheme and issue a confirmation
thereof to the companies and such confirmation shall be communicated to the Registrars where
transferor company or companies were situated.

Effect of registration of the scheme [Section 233(8) & (9)]: The registration of the scheme
shall be deemed to have the effect of dissolution of the transferor company without process
of winding-up.

The registration of the scheme shall have the following effects:

(@) Transfer of property or liabilities of the transferor company to the transferee company
so that the property becomes the property of the transferee company and the liabilities
become the liabilities of the transferee company.

(b) The charges on the property of the transferor company shall be applicable and enforce-
able as if the charges were on the property of the transferee company.

(¢) Legal proceedings by or against the transferor company pending before any court of law
shall be continued by or against the transferee company.

(d) Where the schemg provides for purchase of shares held by the dissenting shareholders
or settlement of debt due to dissenting creditors, such amount, to the extent it is unpaid,
shall become the liability of the transferee company.

Cancellation of shares held by transferee company [Section 233(10)]: A transferee company
shall not on merger or amalgamation, hold any shares in its own name or in the name of any
trust either on its behalf or on behalf of any of its subsidiary or associate compangand all such
shares shall be cancelled or extinguished on the merger or amalgamation.

Filing of copy registered scheme with ROC [Section 233(11)]: The transferee company shall
file an application with the Registrar along with the scheme registered, indicating the revised
authorized capital and pay the prescribed fees due on revised capital.

However, the fee paid by the transferor company on its authorized capital prior to its merger
or amalgamation with the transferee company shall be set-off against the fees payable by-the
transferee company. ' ‘

Q2. Distinguish between the following :
(@} ‘E-voting’ and ‘Voting by show of hands'.
(b) Key-managerial-personnel-and-‘Managing Director’.
~ (¢) 'Internal Audit’ and ‘Secretarial Audit’.

(d) ‘Punishment for false statement’ and ‘punishment for false evidence’ under the
provisions of the Companies Act, 2013.

(4 marks each)
Ans. 2:
(a) Following are the main points of difference between ‘E«voting’ and ‘voting by show of

hands”
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Points -

woting

| Voting by'show'of hands

Meaning -

Electronic voting, a form of machine

-1 based voting in which voters make
‘| their selections with the aid of

machine or computer.

Vote given by members personally
presenting at the meeting by raising
their hands is known as voting by
show of hands.

Applicability

The Central Government may

| prescribe the class or classes of
| companies and manner in which a

member may exercise his right to
vote by the electronic means.

At any general meeting, aresolution
put to the vote of the meeting shall
in the first instance be decided on a
show of hands.

‘Section ‘ ’

"1 Section 108 of the Companies Act,
:#12013 makes provisions relating to
o e-voting.

Section 107 of the Companies Act,
2013 makes provisions relating to
show of hands.

Mandatory"

Every listed company ora company

#1 having not less than 1,000 members
| shall provide to its members facility
~1 to vote on resolutions by electronic
| means. !

Voting by show of hands can be
adopted by any company and it's
optional.

‘Physical - .
presence )

Physical presence of members at
meeting is not necessary in case 6f
e-voting.

Physical presence of members at
meetingisnecessary in case of voting

by show of hands.

Following are

the main points of difference between ‘key managerial personnel’ and

‘managing director”

R

Key Managétial Pérsonnel

*¥ - Managing Director -

Kemeanageria] personnel means -

() The Chief Executive Officer or
the Managing Director or the
Manager

(i) The Company Secretary
(iit)y The whole-time director
(iv) ‘The Chief Financial Officer and
(v) Other prescribed officers

Managing director means a director

who, by virtue of the articles of al

company or an agreement with the
company or a resolution passed in its
general meeting, or by its 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.

Power -

Many
‘| management/board of directors can

powers as delegated by

be exercised by the key managerial
personnel.

Managing director has substantial .
powers of management of the affairs
of the company.

Every key managerial personnel need
not to be director.

Managing director is essentially a
director. If person appointed as ‘mana-
ging director’ cease to be ‘director’ he
also ceases to be managing director.

Every key managerial personnel are
not a managing director.

Every managing director is key mana-
gerial personnel.

A company can appoint or re-appoint
any person as its KMP except MD for a
term exceeding 5 years at a time.

A company shall not appoint or re-
appoint any person as its Managing
Director for a term exceeding 5 years
at a time. [Section 196(2)]

:
!
|
|
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Procedure for-
appointment

Every whole-time key managerial
personnel of a company shall be
appointed by means of a resolution
of the Board containing the terms
and conditions of the appointment
including the remuneration.

In case of appointment of MD in
addition to approval of board at its
meeting approval of sharcholders at
general meeting is also necessary.

(¢) The following

are the main points of distinction between Secretarial and Internal audit:

Points

Secretarial Audit

Internal Audit !

Meaning

Secretarial Audit is an audit to check
compliance of various legislations
including the Companies Act and other
corporate and economic laws applicable

" to the company.

Internal audit is the independent .
appraisalactivity within an organization ;
for the review of accounting, financial ;
andother businesspracticesasprotective !

By whom

Secretarial Audit has to be carried out
by Practicing Company Secretary.

and constructive arms of management. ‘

i Internal audit is conducted by the
internal audit staff who may be
Chartered Accountant, Cost Accountant
or officer of the company.

Companies
covered

AsperSection 204 (1) of Companies Act,
2013 read with Rule § of the Companies
(Appointment & Remuneration of
Managerial Personnel) Rules, 2014, the
following companies are required to
obtain Secretarial Audit Report:
- Every listed compfiny
- Every public company baving a
paid-up sharc capital of ¥ 50 Crore
or more
- Every public company having a
turnover of ¥ 250 Crore or more.

Thefollowing class of companies shall be
required to appoint an internal auditor:

(@) Every listed company

(b) Every unlisted public company
having—

; (i) Paid up share capital of T 30
Crore or

(i) Turnover of ¥ 200 Crore or
more or

(i) Outstanding loans or bor-
rowings from banks or
public financial institutions
exceeding ¥ 100 Crore or
more or

(iv) Outstanding deposits of ¥ 25
Crore or more
(¢) Every private company having-

(9) Turnover of ¥ 200 Crore or
more or i
(i)) Outstanding loans or bor-
rowings from bahks or

exceeding % 100 Crore

Secretarial Auditor can never be
employee of the company.

Internal auditor may or may not be an
employee of the company

Secretarial Audit Report is required to
be provided in the format prescribed in
Form MR-3.

There is no Form prescribed for the
internal audit.

(d) Punishment for false statement {Section 448]: A person is liable to penalty prescribed in
Section 447 if in any return, report, certificate, financial statement, prospectus, statement
or other document required by, or for, the purposes of any of the provisions of the Act
or the rules made thereunder, he makes a statement —

public financial institutions
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{a) which is false in any material particulars, knowing it to be false or
(b) which omits any material fact, knowing it to be material.
Punishment for false evidence [Section 449]: A person shall be punishable with impris-

onment for a term which shall not be less than 3 years but which mayv extend to 7 years
and with fine which may extend to ¥ 10 lakh who intentionally gives false evidence —

(¢) upon any examination on oath or solemn affirmation, authorized under the Act
or
(b) in any affidavit, deposition or solemn affirmation, in or about the winding-up of
any company under the Act, or otherwise in or about any matter arising under
the Act.
OR

San Industries Private Limited Company has its paid-up share capital of ¥ 40 lakhs and
turnover of ¥ 10 crore as per the last audited Balance Sheet. Examining the provisions of
the Companies Act, 2013, decide whether the company will be treated as small company.
What would be your answer in case the company is governed by any special Act ?

(4 marks)

A27 Management Services Limitedis a listed company quoted at Bombay Stock Exchange
Limited. The company closed its register of debenture holders in June and August 2016
for 12 and 21 days respectively. The Chief Financial Officer (CFO) of the company has
informed the Secretary of the company to consider closing the register in December for
another 15 days for some strategic reasons. Referring to the provisions of the Companies
Act. 2013, examine the validity of the above action of the company.

(4 marks)

© L. . .

Mr. Atul Rastogi, the Managing Director of ABC Limited has resigned from the Managing
Directorship of the company. He, however, wants to continue as a director in the com-
pany. Referring to the provisions of the Companies Act, 2013, state whether Mr. Atul can
continue as a director in the company.

(4 marks)

Innovative Energies Limited has 2,505 members as on the date of the company’s ex-
traordinary general meeting. The Executive Director. Mr. Avinash has asked you. The
Secretary of the Company, what is the required quorum for the meeting. Referring to
the provisions of the Companies Act, 2013, inform the Executive Director, Mr. Avinash,
the quorum that must be present for holding the Extraordinary General Meeting of the

.company. State whether the required quorum must be present throughout the meeting.

(4 marks)

Ans. 2A

()

Small Company [Section 2(85)]: Small company means a private company,
(i) Paid up share capital of which does not exceed Z 50 lakh or such higher amount
as may be prescribed which shall not be more than ¥ 10 Crore or
(#1) Turnover of which as per its last profit and loss account does not exceed ¥ 5 Crore
or such higher amount as may be prescribed which shall not be more than ¥ 100
Crore
Nothing in this definition shall apply to: ( This means following companies cannot be small
companies)

H
H
§
H
1

(i)
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(a) Holding or a subsidiary company
(b) Company registered u/s 8 or
(¢) Company or body corporate governed by any Special Act.

As per facts given in case San Industries Private Limited has pai
2 paid-up cap;
turnover of ¥ 10 Crore. The San Industries Private Limited fulfls b%th}tﬁﬁziio(}? lil and

as well as of turnover hence it is small company within t ing of ¢ pital
2013, ! pany he meaning of Companies Act,

If San Industries Private Limited is governed by Special Act, then it canngy 1
¢

small company. treated as

Power to close register of members or debenture holders or other securit :

91]: A company may close the register of members or the register of dye}};(;ﬁers [Section
or the register of other security holders for any period or periods not exce;g:e h(?lders
aggregate 45 days in each year, but not exceeding 30 days at any one time ?ng-mathe
giving of previous notice of at least 7 days or such lesser period as may be ¢ Subj@a!‘t'g
SEBI for listed companies. ) Pocified by

Closure of register of members or debenture holders or other security holders: Rule 16
of the Companies (Management & Administration) Rules, 2014]: e 1

@

A company closing the register of members or the register of debenture holders or ¢,
27

register of other security holders shall give at least 7 days previous notice as specifieq

by SEBI by advertisement at least once in a vernacular newspaper in the vernaculy
language and at least once in English language at the place where the registered officre
of the company is situated and publish the notice on the website as may be notified by
the Central Government and on the websRe of the Company.

The above provisions shall not be applicable to a private company provided that the nb-
tice has been ser\'ed. on all members of the private company not less than 7 days prior
to closure of the register of members or debenture holders or other security holders.

Asper facts given in case A2Z Management Service Limited has already closed its register
of debenture holder for two times for 12 days and 21 days aggregating for 33 days.

As per advice of Chief Financial Officer, register of debenture holder can be closed for

Zl;r(tjher 12 days and not for 15 days so that aggregate period of closing should not exceed
days. ' . E : ’

(iii) Theterms “director” and “managing director” are defined under the Companies Act, 2013.

On the face of it,‘ a managing director has first to be a director. So long as he is a director
and is also appointed as managing director, he continues as managing director.

Icf1 such person resigns from his appointment as ‘managing director’ he continues to be
‘director’.

Thus, Mr. Atul Rastogi, the Managing Director of ABC Ltd. can continue as director even
he resigns from his Managing Directorship. '

(#v) Quorum refers to the minimum number of members required to constitute a valid meet-

ing.
Quorum for meetings [Section 103]: Unless the articles of the company provide for a
larger number, following shall be the quorum for a meeting of the company -

(@) In case of a public company:

¢S5 members personally present if the number of members as on the date of
meeting is not more than 1,000

S UL T
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& 15 members personally present if the number of members as on the date of
meeting is more than 1,000 but up to 5,000 ‘
¢ 30 members personally present if the number of members as on the date of
the meeting exceeds 5,000
(b) In the case of a private company: Two members personally present.

Innovative Energies Limited has 2,505 members. Thus, in its extraordinary general
meeting 15 members must be present personally in order constitute valid quorum.

Companies Act, 2013 is silent about the situation when quorum is available at the
beginning of meeting but quorum is reduced in the middle of the meeting.

In Hartely Baird In re (1955) Ch 143, it was held that it is sufficient if the quorwn is
present at the beginning of the meeting and it not necessary that quorum should
present throughout the meeting. o

Q3.
(@) XYZ Limited has office building in London. The company has been granted a term loan
of 15 crore from a Bank. The company wants to mortgage office byilkding of London.
Examining the provisions of the Companies Act, 2013, answer the following :

) Whether the company can mortgage the above office building ?

(i) Whether a charge can be created for property situated outside India ?
’ (4 marks)

) Board of Directors of Anil Limited has decided not to preserve the books of account and
other related records of accounts, for more than five years immediately preceding the
relevant financial year of 2016-17 due toshortage of spacein the office premises. Referring
to the provisions of the Companies Act, 2013, examine the validity of the Board’s decision.

’ (4 marks)

(¢) RR Limited has decided to make investment in other companies for 50 lakhs, which
s in excess of 60% of the company’s paid-up share capital, free rescrves and securities
premium account. Company has 5 directors. Four directors were present in the Board
meeting, three directors have given their consent but one director abstained from vot-
ing. The decision of the Board was noted in the minutes of Board meeting and decided

- to make such investment by passing of Board resolution with majority. Referring to the

provisions of Companies Act, 2013, examine the validity of the Board’s decision.
’ (4 marks)

(d) Mr. X is a director in Greenfield Industries Limited. He is a man of wide knowledge of
commercial matters. The company hasnot filed fimancial statements with the Registrar of

el

Companies for the years ended 31st March, 2014, 31st March, 2015 and 31st March, 2016.
However, it has filed the annual returns for those years in compliance of the provisions
of the Companies Act, 2013. .
Considering Mr. X's huge experience, Redfield Industries Limited wants to induct him as
a director on its Board. Referring to the provisions of the Companies Act, 2013, examine
the validity of such proposition.

(4 marks)

Ans. 3:

(@) As per Section 179(3), the board of directors of company can exercise borrowing power.
Thus, XYZ Ltd. can mortgage its-office building in London and can avail berrowings.

(b

~

(©)
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ATS per Section 77, every company creating acharge shall register the particulars of charge
signed by the company and its charge holder together with the instruments creating.
Any charge created within or outside India on property or assets or any of the company’s
undertakings whether tangible or otherwise, situated in or outside India shall be xegla
tered.
Hence, all tvpes of charges are required under the Companies Act, 2013 to be registered
whether created within or outside India. -
Preservation qf books of accounts [Section 128(5)]: Every company is required to pre-
serve books of accounts along with vouchers of ast 8 financial vears.
However, it an investigation has been ordered in respect of the company, the Central
Government may direct to keep the books of account for longer period.
Thus, board of directors of Anil Ltd. has to preserve its books of account for 8 years even
if there is shortage of space in its office premises. .
However, all or any of the books of account and other relevant papers may be kept
at such other place in India as the Board of Directors may decide. As per Rule 24 of
the Compames (Accounts) Rules, 2014, the company shall, within 7 days file with the
Registrar a notice giving the full address of that other place in Form No. AOC-5.
Loan and investment by company [Section 186(2)]: A company can directly orindivectly
give loan, guarantee or provide security or makelinvestment other body corporate or
person up 1o higher of the following two limits:

- [Paid-up Capital + Free Rescrves +— Securities Premium Account] X 60% or

- [Free Reserves + Securities Premium Account] X 100%

Higher loan,_ guarantee or investment by passing special resolution [Section 186(3)]:
Where the giving of any Joan or guarantee or providing any security or the acquisition
exceeds the limits specified Section 186(2), prior approval by means of a special resolution
passed at a general meeting shall be necessary.

Consent of board [Section 186(5)]: No investment shall be made or loan or guarantee or
security given by the company unless the resolution sanctioning it is passed al a meeting
of the Board with the consent of all the directors present at the meeting and the prior

. approval of the public financial institution concerned where any term loan is subsisting,

(@

_is obtained.

In b_oard meeting of RR Limited resolution for investment in excess of 60% of paid-up
c‘apxtal and free reserves is approved by four directors out of five directors present in
the board meeting. Thus, company has failed to comply with Section 186(3) and hence
resolution is not valid.

Disqualification by reason of default made by a company [Section 164(2)]: A petson

Who is or has been a director of a company shall not be eligible to be re-appointed as a
director of that company or appointed in other company for a period of 5 years which —

(@) has not filed financial statements or annual returns for any continuous period of
3 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 date or pay interest due thereon or pay any dividend
declared and such failure to pay or redeem continues for 1 year or more.

Ke_ep‘ing in v-iew of above provision, Mr. X, director of Greenfield Ltd. is disqualified to be
appointed as director in that-company as well as in other companies. Thus, Mr. X cannot
be appointed as director in Redfield Ltd.

NNV AN L




@ ® 06 © & o




i
i
i
i

GR

incorporated Abhay Limited has not-mentior
_ y'in the Articles of Association. Refering (o the provisio
2013, advise the Board of Directors regarding the appointinenit of fiist directors of
company. What would by your answer in case the company:is 4 One Person Company.
".“Alsg state whether provisions of the Act are applicablé to a Private Limited Compaiiy:

R ' ' : (4 marks)

isions of the Cornpanie:

Boaid of Directors of AVB Limited wants to declare,di‘\"de-r)d % 15 lakhs out of cépital -
profits for the year ended 31st March, 2017, without making a provisions for depreciation. - - -
: u being the Secretary of the

“Referring to the provisions of the Companies Act, 2013,

. Conipany advise the board whether it can go ahead wit]

Charjee Biotech Private Limited is a two ycar old com
‘thé company wants to-contribute 2.8% of its average:fie
Prime Miniister's National Relief Fund. Referring to the
2013, advise the.board, . T

j CIF Technosystems Private Limited is propesedito
- ‘Orissa under the Companies Act, 2013. The company
Holdiiig Private Limited, alregdy incorporatedin Brazilunde
~ The comipany in Brazil follows financial year 1st Januar: ( I [
vear. Referring to the provisions of the Com panies Act; 2013, state whether the financia
véar.of CIF Technosystem can also be st I anuary to 315t Décember, in order to make it
casiér to prepare consolidated financial statements. *. 7 s

(4 marks)

Ans, 3A:
(iy First Directors [Section 152(1)]: Where no provision is made in the articles of a company.
for the appointment of the first director, the subscribers to.the memorandum who are
. ._individuals shall be deemed to be the first directors of the company until the directors
are duly appointed. In case of OPC an individual being member shall be deemed to be- -
its first director until the director or directors are duly appointed by the member as per
provisions of this section. ‘
Thus, subscribers of Abhay Ltd. are deemed to be first directors of the company.
Section 152(1) applies to all companies, whether public or private.
(if) Dividend cannot be paid out of capital, even if the AOA authorize such payment.
Sources of dividend [Section 123(1)}: A company can pay dividend from the following
sources: -
(1) Dividend out of current profits: A company can pay dividend out of the profits
of the company for that year arrived at after providing for depreciation as per
- Section 123(2).
(2) Dividend out of profits of previous financial years: A company can pay dividend
out of profits for any previous financial years after providing for depreciation and
remaining undistributed.
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{3) Dividend out of money provided by the Central or State Government: A company
can pav dividend out of money provided by the Central ¢; Statc Government for
the pavment of dividend by the company in pursuance of a guaraniee given by

Lo pavment o ) guaranice given by
that Govermmnent.
D spreciati . . . N PR N 3 [
Lp[‘ ciation [Section 128.(2)]. For lhg purposcs of Section 123(1), depreciation shall be
provided in accordance with the provisions of Schedule IL.
Dividend cannot be declared unless previous losses and depreciation are set off [Fourth;
proviso to Section 128(1)]: No company shall declare dividend unless carried over pre-
vious losses and depreciation not provided in previous years are sct off against profit of
the company for the current year. ) '
Kecping in view above provisions, AVB Ltd. cannot declare dividend out of capital. It can
declare dx_vlc.iend out of current profit or out of profits for any previous financial years
after providing for depreciation and remaining undistributed. )
(iii) Power.of Board and other persons to make contributions to national defence fund, etc.
- [Section 183} The Board of Directors of any company or any person or authoiity exer-

o cising the powers of the Board of Directors of a company, or of the company in general

meeting, may, contribute such amount as it thinks fit to the National Defence Fund or any
yi by e . Oy ' - . " s ¥ :
other Fund approved by the Central Governinent for the purpose of national defence

Board can contribute amount under this section by passing resolution at heard meeting
or passing circular resolution, o
. . . . . . . l‘

No limit on contribution: There is a limit on the amount that a company may contribute

under this section. ‘

Disclosure of contribution: Fvery company shall disclose in its profits and loss account
the total amount contributed by it to National Defence Fund or any other Fund approved
by the Central Government.

Approved funds u/s 293B of the Companies Act, 1956: [corresponding 1o Section 182
of the Companies Act, 2013]. . ' o

. 1..The Chief S_ecr_ei*afjto ,:thebfGovernment of Andhra Pradesh, Hyderabad, National
Defence Fund, AndhtafPradesh ‘ ’ ;

2. The National Defence Fund, Andhra Pradesh State People’s Committee, Andhra

S :Bl‘adesh, ! Lol e oy e o s

3. The Bihar State 'N'avti)t‘)'rvla_ Defence and hwansWeifar‘e Fund, Bihar
4. The Chief Ministér’s Defence Fund, Kerala State Kerala-
5. The Nationgl Defence Fund, Madras, Tamil Nadu

6TheChlémeIStersDefence rvices Welfare Fund, Rajasthan, Rajasth
L 7. The Chief Minister’s Defence Foi’(;eS' Welfare Fund; Lucknow, Uttar Pradesh’ o
8. The Chief Minister's e ' i | ‘

:rpqges; Find of Ugtah'P{adésli, Lucknow; Uttar

t Bengal Account National Defence Fund, West Bengal
‘ 2 ef  Sainik Fund, Gujarat-ub, e ‘
11.Prime Minister's National Relief Fund s , :
Keeping in view of above provisions, the board of directors of Biotech Private Limited
can-contribute 2.8% of its average net profits of last years to the Prime Minister’s National
Relief Fund. )
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Q4.

ir body cor-

(iv) Financial Year [Section 2(41)]: Financial year, in relation to any cog
fhere it has

porate, means the period ending on the 31st day of March every y
been incorporated on or after the Ist day of January of a year, the fig]
31st day of March of the following year, in respect whereof finang
company or body corporate is made up.
However, on an application made by a company or body corporat
company or a subsidiary of a company incorporated outside India
low a different financial year for consolidation of its accounts outsi
may, if it is satisfied, allow any period as its financial year, whethe
a year.

Keeping in view of above provisions, CIF Technosystem Private Lt
Holding Private Ltd. can adopt its financial year as Ist January t
only after obtaining approval of Tribunal. -

hent of the

s a holding
ired to fol-
¢ Tribunal

o

KPS India Producer Company Limited having an average annua
six crore in each of the three consecutive financial year, The com
Company Secretary. Advise the company by referring to the provisi
Act, 1956 as applicable to producer company relating to such appd

(a

Rang

(b) Shaky Commodities Private Limited could not hold its 10th an
for the year 2016 by 30th September, 2016. The company sought
holding the AGM from the Registrar of Companies but failed to hold
the extended time too. Instead, it held the meeting on 31st March, -2
olutions thereat. Certain shareholders have challenged the validit
Referring to the provisions of the Companies Act, 2013, examine wi
of the shareholders shall be tenable. o

ecting within
d passed res-
& resolutions.
contention

(4 marks)

-d and CBA

(¢) From the following information in respect of two companies viz. ZYX
d on account

Private Limited, compute the amount the companies are required.to:
of Corporate Social Responsibility (CSR): .

' ZYX Ltd.
Net Profit/(Loss)

T (In crore)

CﬂA.‘Pﬁgé’te Ltd.
Net Profit/(Loss)

Financial Year

2014-15 Not incorporated
2015-16 6
2016-17 18 g

(4 marks)

(d) During the financial year 2016-17, the Board of Directors of CARE Automation Services
Limited has issued shares to employees under Employees Stock Option Scheme. Ms.
Excellent has recently joined the Board of the company and asks you, the Secretary of
the company, as to what details are to be disclosed in the Board’s Report for the year
ending 31st March, 2017 in this regard. Advise her. : '

(4 marks)

1
i
1
i
1
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)3
x
(31}

Ans. 4:

(a) Secretary of producer company [Section 581X of Companies Act, 1956}: Every producer
company having an average annual turnover exceeding ¥ 5 Crore in each of 3 consecutive
financial years shall have a whole-time secretary.

A person possessing membership of the ICSI can only be appointed as whole-time secre- >’
tary.

As per facts given in case, average annual turnover of KPS India Producer Ltd. exceeds -
% 6 Crore for each of the last three financial years and hence appointment of Company
Secretary is mandatory for the company.

(b) Annual General Meeting [Section 96(1)]: Every company, other than OPC is required to
hold an AGM every year.

In case, it is not possible for a company to hold an annual general meeting within the
prescribed time, the Registrar may, for any special reason, extend the time within which
any AGM shall be held. Such extension can be for a-period not exceeding 3 months.
[Proviso to Section 96(1)] ’ R

Puni.shment for not holding AGM [Section 997: If any default is made in complying or -
holding AGM of the company, the company and every officer of the company who is in ‘
default shall be punishable with fine which may extend to¥ 1 lakh and in case of continu-
ing default, with a further fine which may extend to ¥ 5,000 for each day during which
such default continues. ’ \ ) '

An AGM not held by company within the latest date on which AGM ought to have been
held does not become invalid. Such meeting is valid and the only consequence is that the
company is liable to penalty as per Section 99. :

As per facts given in case last date of holding for Shaky Commodities Ltd. is 30th Sep- -
tember, 2016 but it held its meeting for vear 2015-2016 in year 31st March 2017. The
ACGM held on 31st March 2017 is valid. However, company can be penalized for holding
its AGM beyond the statutory period as per Section 99. ‘

Thus, objection raised by shareholders is not tenable.”
Corporate Social Responsibility [Section 135]): Every companyfulfilling following criteria
shall constitute a Corporate Social Responsibility (CSR) Committee of the Board con-

(siisting of 3 or more directors, out of which at least one director shall be an independent
irector —

(c

~——

- Company having net worth of ¥ 500 Crore or more, or
- Company having turnover of ¥ 1,000 Crore or more or
- Company having net profit of T 5 Crore or more

The Board of directors of company to whom provisions of Corporate Social Responsibility
applies shall ensure that the company spends, in every financial year, at least 2% of the
average net profits of the company made during the 3 immediately preceding financial
years, in pursuance of its CSR Policy.

Keeping in view of above provisions, answer to give case is as under:
(1) XYZ Ltd.: Since XYZ Ltd. has yet to complete its first three year after incorpora-
tion and hence it is not required to spend anything on CSR activity.
(2) CBA Private Ltd.: Average net profit of the company is ¥ 1,00,00,000. Thus, com-
pany has to spend Z 2,00,000 on CSR actjvities.
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(d) The Board of Directors is required ;,Q_-dislclo.se the following details in refation to ESOS
& ESPS in the Directors Report:- . '

(a) Options granted '

(b) Pricing tormula

(c) Options vested

(d) Options exercised _

(¢) Total number of shares arising as a result of exercise of option

{f) Options lapsed -

() Variation of terms of options
(k) Money realised by exercise of options

(i) Total number of options in force

(j) Employee-wise details of options

(k) Diluted Earnings Per Share (DEPS) '

() Weighted-average exercise,-px.‘ices and weighted-average fair values of options

(m) A description of the method-and sighiificant assumptions used during the vear
to estimate the fair values of options, including the following weighted average
information: | ) :

- Risk-free interest rate-

- Expected life

- Expected volatility o .

- Expected dividends and

- Price of the underlyi;ng share in market at the time cf option grant.
Q5. o

(a) Radhika Textiles Limited has utilized the Securities premium during the financial year
2016-17 as follows : _
(i) T 15 lakhs against expenses of foreign gravelling of directors.
-2 (i) T 5 lakhs for writing-off the balance of the preliminary expenses of the company.
(iif) % 10 lakhs distributed as dividend for the financial year ending 31st March 2017.
You, being the Secretarial Auditor of the company, referring to the provisions of the
Companies Act, 2013 relating to the Securities Premium Account, examine the validity
of the above. e :
(8 marks)

(b) Board of Directors of Day Night Prakashani Limited decide to shift its registered office of
the company from Mumbai to National Capital Region (NCR). The Board has approved
the change. The Board has to seek the approval of the members of the company for going
ahead with the legal formalities as required under the Companies Act, 2013, for which
the extraordinary general meeting of the members is scheduled to be held on 17th June,
2017. In this connection you are required to draft notice of the EGM for shifting of office
outside the state and give explanatory statement in this regard.

' (8 marks)
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Ans. 5:

{a) Application of premiums received on issue of shares [Section 52}: Sccurities premium '

can be used by the company for the following purposes:
(@) Issuing fullv paid bonus shares
(hy Writing off the preliminary expenses
(¢} Writing off commission or discount or the expenses on issue of shares or deben-
tures

(d) For providing premium on redemption of redeemable preference shares or
debentures

(e) Buyback of shares and writing of premium on buyback.
o . .
Keeping in view of above provisions, answer to given problem is as follows:

(9 Balance in securities premium cannot be utilized for writing-of{ expenses of for-
eign travelling of directors.

(i) Balance in securities premium can be utilized writing-off preliminary expenses gf
the company. -

(iij) Balance in securities premium cannot be utilized for payment of dividend.

(b

Day Night Prakashani Lid.
Registered Office: mrmrecrsenne
 CIN: i B WeDSHE E-mail: Tel: ... Fax:

o . ' NOTICE
NOTICE is heréby given that pursuant to Section 13 of the Companies Act, 2013 and Rule.22 of
the Companies (Management & Administration) Rudes, 2014 the.company is seeking consent of
thie shareholders through ‘a‘Spe’_cial Resolution, set-out below, for the.‘shifLing of the Registered
Office from the State of Maharashtra (Mumbai) to State of Delhi (National Capital Revfon) and
for alteration in Clause II of the Memorandum of Association of the Company pursii:nt to the
‘change in the registered office address of the Company. : o A

antto ”thgproxdsjons,of the;S_egtjéni;}Sgahd other applicable proyisions,

he }S‘tgtgf‘D:el‘hi *'(Nat'ivénal apital
n | TAAR R i

'RESOLVED FURTHER THAT Board of Directors of the
to take such steps and to do such acts & deeds as they ma
matter.” o ' T
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Qe. )
(&) Mr. Sunil Goyal, a director of XYZ Limited wants to go on foreign trip. He wants to as-
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t;eﬁd‘and vote at the meeting'is entitled to appoint'a proxy to
‘5f-himself and the proxy need not be a member. R
. The Explanatory:S t»atem‘e_ntpil'rsuam toSection 102 of the Companies Act, 2013, inrespect
of special resolution set out.above is annexed hereto.

. A member enti
attend and vote

ANNEXURE
e Explanatory Statement
| (Pursuant to Section 102 of the Companies Act, 2013)

| The Company was incorporated under the provision of the Companies Act, 2013,in the State of
| Maharashtra. As per ClauseIlof the Memorandum of Association of the Company, the Registered
| Office of the Company_i,spre‘sér‘xtly shitu_at"ed iy the Maharashira at Mumbal. " o L

l As per the share holding ﬁattern the majority of shéres;vérg‘ held by slmre~hc’>_ldéfs“res1d1ﬁg i
| Delhi (National Capital Region). e O YL T
| Your approval is sought for yoting by postal ballot in ternds of the provisions of Section'110 of

the Companies Act, 2013 vead with the Corripanies (Management & Administration) Rules, 2014.

|In accordance with the provision of Section 13 of the Companies Act, 2013 pursiiant tothe shifting
j of the Registered Office from onestate to another alteration in‘Clause Il of the Memorandum
of Association of the Company is required, which requires the approval-of shareholdets.in.
General Meeting by way of Special Resolution to give effect to such change Further, pursuant’
to the provisions of Section 110 of the Companies Act, 2013 and the Companies (Managément
& Administration) Rules, 2014 the Special Resolution for shifting of Registered Office fromione
state to another is requiréd to be passed by way of Postal Ballot. S
In view of the above your-approval is sought through Postal Ballot for shifting thé 1
Office of the Company-from the State of Maharashtra to the State of Delhi (Natio
Region) and for altering Clause 1T of the Memorandum of ‘Association.
i The proposed change ‘\\"il];;i"n no wav'be detrimental tothe interest.of any. merber
Employees or other Associates of the Company in any manner whatsoever,” '

ed )

{ The Board fecommends the aforesaid Special _Resohitioﬁ for your approval. -

None of the Directors of the Company are.concerned or interested in the said reso
in the capacity as member of the Company. .- L ’ o

~ sign his office to the Vice President of the company. Mr. Sunil Goyal seeks your advise
whether he can do so. Referring to the provisions of the Companies Act, 2013 advise him

in the matter.
(4 marks)

(b) Mrs. Beautiful, aged 40 years, is the Managing Director of Beauty Care Products Limit-

ed. She has received contribution to superannuation fund and leave encashment during

her tenure with the company during the financial year ending 31st March, 2017. The

Manager (Accounts) of the company is not very confident, if these perquisites are to be

included in the computation of ceiling on remuneration specified in the Companies Act,
2013. Referring to the provisions of the Act, advise the Manager (Accounts).

(4 marks)

(¢) Mr. Solid, a young professional of 29 years, has stayed in India for 150 days in the pre-
vious financial year. He does not hold any shares in Happy Retails Limited, which is a
quoted (listed) company. Small shareholders have decided amongst themselves that heis
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propos:egl to be appointed as small shareholders director who shall not be liable to reti
b.y rotation anq his tenure shall be for five years from the date of joining the ofﬁcel(r)ef
director. Examining the provisions of the Companies Act, 2013, state whether Mr. Solid
can'be so appointed as small shareholders’ director. o

. ) hen Practsing (4 marks)
e s a Practising Company Secretary advise your client company r 1
As a : ecretary, ad y regarding the matters
. ;{elapntg to issue of shares with differential rights, to be included in the Boar(gi of Directors
- Report. )
‘ (4 marks)
Ans. 6:

"{a) Asper Section 166, a director of a company shall not assign hi i
ct \ y shall not assign his office and any assignment
so made shall be void. Thus, Mr. Sunil Goyal, a director of XYZ Ltd ign hi
office to Vice President of the company. B - cannot assign his

.(b) As per _Séc;jon IV of the S.chedule V to the Companies Act, 2013, a managerial person shall
be ehglblle. for the following perquisites which shall not be included in the computation
of the ceiling on remuneration specified in Section II gad Section IIL:
(ay Cor’;tribution to provident fund, superannuat‘iyon fund or annuity fund to the extent
‘-t‘h‘;se either singly or put together are not taxable under the Income-tax Act, 1961;
(&) Gratuity payable at atate not exceeding half a month’s salary for each completed
year of service; and
(0 Encgslﬁnent of leave at the end of the tenure.

‘(c) Small Shareholder [Section 151}: Small Shareholder means a shar: i
1St : 2 cholder holding sh
of nominal value of ¥ 20,000 or less or such other sum as may be prescribeod. nesEre

A listed company may have one director elected by small shareholders in prescribed
manner and with prescribed terms and conditions.
As per Rule 7 of the Companies (Appointment & Qualification) Rules, 2014, the appoint-
ment of small shareholders director shall be subject to the provisions of Section 152
except that —

(@) He shall not be liable to retire by rotation.

() His tenure shall not exceed a period of 3 consecutive years.

(o) On the gxpiry of the tenure, small shareholder director shall not be eligible for -
re-appointment.

K_eeping_in view of above provisions, Mr. Solid can be appointed as small shareholder
director for 3 year and not for 5 vears.

(d) Asper Rule 4(4) of tl}e Companies (Share Capital & Debentures)-Rules; 2014; following
d%sclosures are required to made in Board’s Report in relation to issue of shares with
differential voting rights: :

() Number of shares allotted with differential rights.
(i) Details of the differential rights relating to voting rights and dividends.

(ifj) Percentage of the shares with differential rights to the total pust issue equity share
cgpltal w1§h dlfferenti.al rights issued at any point of time and percentage of voting
rights whlch the equity share capital with differential voting right shall carry to
the total voting right of the aggregate equity share capital.

®
@
@
®
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(iv} Price at which such shares have been issued.
@ (v) Particulars of promoters, directors or key managerial personnel to whom such
shares are issued.
(vi) Change in control, if any, in the company consequent to the issue of equity shares
with differential voting rights.
(vii) Diluted EPS calculated in accordance with the applicable accounting standards.

(viii) The pre and post issue shareholding pattern along with voting rights.

; Q1. Comment on the following :
| (a)@f a company incorporated under the Companies Act, 2013 are the agents of

_the company. Therefore, the company can be held liable for their acts. o

s S | (b A‘fErivate com@ incorporated under the Companies Act, 2013 may issue debentures
to any numniber of persons and can accept deposits from the public.

(¢) Only a naturally born person, who is an Indian citizen and resident in India, can forma !

One Person Company.

(d) Three companies incorporated with the same set of sharcholders are treated as same
companies under the Companies Act, 2013.

5 {5 marks each) ¢ "
Z S &
4 Ans. It Z

: ‘ = |
g (a) The Company is vested with a corporate personality quite distinct from individuals who % |
‘ ’ o ; are its members. Being a separate legal entity it bears its own name and acts under a |

corporate name. It has a seal of its own. Its assets are separate and distinct from those 3
of its member. |

. A shareholder cannot be held liable for the acts of the company even if he holds virtually
! the entire share capital. The sharcholders are not the agents of the company and so they ,
i cannot bind by their acts. |

e ) e _l _. (b) Private Company [Section 2(68)]: A private company means a company, which has a
minimum paid-up capital as may be prescribed, and by its articles:

; (@) Restricts the right to transfer its shares

K (5) Limits the number of its members to 200 excluding past and present e:iployee

i (¢) Prohibits any invitation to the public to subscribe for any securities and

A private company may issue debentures to any number of persons. The only condition ‘
being that an invitation to the public to subscribe for debentures is prohibited. |

Deposits: A private company can only accept deposit from its members only and not
from public.

{c) Rule 3 of Companies (Incorporation) Rules, 2014 relating to One Person Company make
the following provision:

591
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“Resident in Indla means a pe or

OPC

(d) By registration a company

Q2. Distinguish be

(@) ‘Red-Herring Pr ospcctus aud ‘Abrld ed Pros
(b) ‘Free Reserves ;md ‘Net. Woth undex the pxovmo
(c) Related Paxty and Rclatwc as deﬁned_a

Ans. 2:

(a) Followingare t_he main po,i:nté of distinction.

(b) shall bc a nommee » Ql ’xho
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Attempt all parts of ezther Q.

Lween the followmc

e

‘becomcs vested with corporate pel sonahty, which1i
dent and distinct from its members. Even if two or more companies are incorpora cl'w1tl
the same set of shax oholdus thw are distinct and canno!

e tredtcd as same co

under he Compames

Points

‘Red-herring. Pi:&épectus

Meaning

Red-herring prospéctus means a

prospectus Whll,h does not include

complete particulars of the quantum or
price of the securities offered.

Abr1dged prospectu means ‘
randum containingsuchsalient}e
of a prospectus as may &e specified by
the SEBI by making reoulatlons in this
behalf.

11t is governed by section 32 of the

Companies Act, 2013.

It is governed by Section 33 of the
Companies Act, 2013.

Ap_pli_éability

“27 1 applicable to all companies except those
1 are covered under shelf prospectus. The

" building.

Provisions of red herring prospectusare

provision is mainly applicable for book

Provisions of abridged prospectus are
applicable to all companies.

1 ROC at least 3 days prior to the opening

A company proposing 1o issug a red

herring prospectus shall file it with the

1 of the subscription list and the offer.

Abridged prospecius is not required to

be filed with ROC.

| A red herring prospectus shall carry
' the same obligations as are applicable
|to a prospectus and any variation
between the red herring prospectus
and a prospectus shall be highlighted as

| variations in the prospectus.

No form of application for the purchase
of any of the securities of a company
shall be issued unless such form is
accompanied by an abridged prospectus.

Lo
(b) Free Reserv

audited balance sheet of a company, are available

e [Sectlon 2(43)]: Free reserves means such reserves which, as per the latest

le for distribution as dividend.
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However, following cannot be treated as free reserve—

() Any amount representing unrealized gains, notional gains or rovaluatlon of assets,
whether shown as a reserve or otherwise, or

(i) Any change in carrying amount of an asset or of a liability recognized 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.

* Net Worth [Section 2(57)]: Net worth means the aggregate value of the paid-up share
capital and all reserves created out of the profits and securities premium account, after
deducting the aggregate value of the accumulated losses, deferred expenditure and
miscellaneous expenditure not written off, as per the audited balance sheet, but does
not include reserves created out of revaluation of assets, write-back of deprec1at10n and
amalgamation. :

“Net worth” is wider term and “free reserve” is part of “net worth".
(¢) Related Party {Section 2(76)]: Related party, with reference to a company, means—
(9 A director or his relative;
(i) A key managerial personnel or his relative;
(iii) A firm, in which a director, manager or his relative is a partner;

(iv) A private company in which a director or manager or his relative is a member or
director; - )

(v} A public company in which a director and manager is a director and holds along
with his relatives, more than two per cent of its paid-up share capital;

{(vi} Any body corporate whose Board of Directors, managing director or manager is
accustomed to act in accordance with the advice, directions or instructions of a
director or manager;

(vi)) Any person on whose advice, directions or instructions a director or manager is
accustomed to act (However, clauses (vi) and (vii) shall apply to the advice, direc-
tions or.instructions given in a professional capacity);

(vii)) Any company which is—
(A) A holding, subsidiary or an associate company of such company; or
(B) a subsidiéry of a holding company to which it is also a subsidiary;
(ix) Such other person as may be prescribed.

Relative [Section 2(77)]: Relative, with reference to any person, means any one who is
related to another, if—

() they are members of HUF;
(i) they are husband and wife; or '
(ifi) one person is related to the other in such manner as may be prescribed.

As per Rule 4 of the Companies (Specification of Definitions Details) Rules, 2014, a
person shall be deemed to be the relative of another, if he or she is related to another in
the following manner, namely:=—

(1) Father (the term “Father includes step-father)

(2) Mother (the term “Mother includes the step-mother)
(3) Son (the term “Son” includes the step-son)

(4) Son’s wife

SPNERIN VL
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(d) Following are the main points of distinction between inspection and investigation:

Q2A.
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(5) Daughter

(6) Daughter’s husband
(7) Brother (term “Brother” includes the step-brother)
(8) Sister (the term “Sister” includes the step-sister)

Points

Inspection

Investigation

When

|1f no information or explanation is

furnished or it is inadequate, ROC may
by written notice call on the company
to produce for his inspection books of
account, books, papers and explanations
as he may require at such place and at
such time as he may specify in the notice.

‘I [Section 206(3)]

If the Central Government s satisfied
that the circumstances so warrant, itmay
direct inspection of books and papers of
acompany by an inspector appointed by
it. [Section 206(5)]. .

In following cases the Central Govern-
ment may order an investigation into
the affairs of the company if it is of the
opinion thatitis necessary toinvestigate
into the affairs of a company—

(a) On the receipt of a report of the
Registrar or inspector u/s 208

(b) On intimation of a special reso-
lution passed by a company that
the affairs of the company ought
to be investigated or

(¢) Inpublicinterest.[Section 210(1)]

Where an order is passed by a Court or.
the Tribunal in any proceedings before
it that the affairs of 2a company ought to
beinvestigated, the Central Government
shall order an investigation into the
affairs of that company. [Section 210(2}]

" Inspection may be carried out by ROC
“!or the inspector authorized by the
{| Central Government and in case of
"1 listed company SEBI is also authorized
- to inspect.

Investigation is always carried out by
the inspector or authorized officer of
Central Government.

| Inspection is routine exercise.

The investigation means in-depth
analysisof books of account, transaction,

and event and always carried out wii] :

specific objectives:

OR (Alternate question to Q. No. 2)

(i) A company has taken a term loan from a financial institution and is regularly paying the
loan instalments and interest. The financial institution proposes to ﬂclqg_xLe_r__tZ_QS_ﬁ_oﬁlhﬁ.baﬂ

into equity shares of the com
whether the financial institution can enforce such

the validity of such a clause.

pany as per terms of the agreement. Advise the company,
aconvertibility clause ? Also examine

(4 marks)

(i) A company has 120 members. It sends notice of general meeting to all of them. 20 mem-
bers did not attend the meeting. Out of remaining 100 members who were present, 20
members abstained from voting. Advice the company, how many members should vote

in favour of a resolution, if it has to be passed as

pecial resolution ?
' (4 marks)
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(if))y American Trading Ltd. to whom Rs. 2,00,000 was due and pavable by ABC Pvt. Lid.

()

@

against their supply of material in the vear 2015 was shocked to find that the name of
ABC Pvt. Ltd. has been struck off by the Registrar of Companies under Scction 248 of
the Companies Act, 2013. Advise American Trading Ltd. as to how it should proceed for
recovering its dues as an unpaid creditor.

(4 marks)
A company wants to include a provision in its Articles of Association by altering them to
limit the company’s share capital to a fixed amount. Can it do so ? Will vour answer be
differentif 100% shareholders agree for such alteration ?

(4 marks)

Ans. 2A:

Further issue of share capital [Section 62]: Where at any time, a company having a share
capital proposes to increase its subscribed capital by the issue of {urther shares, such
shares shall be offered to:

- (1) Existing shareholder in proportion to the paid-up share capital on thosc shares by
&

sending a letter of offer. Such right issue is subject to the following conditions:

The offer shall be made by notice specifying the number of shares offered,
time for accepting offer which may be minimum 15 dayvs and maximum 30
days.

Thenotice shall be dispatched through registered post or speed post or throug

clectronic mode to all the existing shareholders at least 3 days before the
opening of the issue.

If offer is not accepted within period specified, it shall be deemed to have
been declined.
. . . (>4 . -
- The offer shall include a right to renounce the shares in favour of any other
person and this fact should be specifically mentioned in the notice.
- After the expiry of the time specified in the notice or on receipt of earlier
intimation from the person that he declines to accept the shares offered, the

Board of Directors may dispose of them in manner which is advantageous
“ to the shareholders and the company.

(2) To employees under a scheme of employees stock option by passing special res-
olution and complying with prescribed conditions.

{3) To other persons by passing a special resolution either for cash or for a consid-
eration other than cash. The price of such shares has to be determined by the
—valuation report-of aregistered valuer subject to prescribed conditions.,

However, above provisions shall not 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 loans into shares in the
company.

It must be noted 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 meeting.

Thus, as per facts given in case a company can convert its loan into equity shares as per
the terms of agreement provided that the terms of loan containing such an option have
been approved before raising of loan by a special resolution passed by the company in
general meeting.
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(i) As per Section 114, a resolution shall be a special resolution when:

(«) 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 duly given and
(¢) The votes cast in favour of the resolution, are required to be not less than 3 times
the number of the votes, if any, cast against the resolution.
As per the facts given in case, a company has total 120 members. 20 members did not
attend the meeting, Out of remaining 100 members, 20 members abstained from voting.
Total number of members voting is 80. Thus, in order to pass special resolution company
needs 60 or more votes in favour of resolution.

(iii) Appeal to Tribunal [Section 252]: Any person aggrieved by an order of the Registrar,

notifying a company as dissolved u/s 248, may file an appeal to the Tribunal within a
period of 3 years from the date of the order of ROC. If the Tribunal is of the opinion that
the removal of the name of the company is not justified in view of the absence of any
of the grounds on which the order was passed by the ROC, it may order restoration of
the name of the company. However, before passing any order, the Tribunal shall give a
reasonable opportunity of making representations and of being heard to the ROC, the
company and all the persons concerned.

Application by ROC for restoration of name of company: If the ROC is satisfied, that the
name of the company has been struck off from the register of companies either inadver-
tently or on the basis of incorrect information {urpished by the company or its directors,
which requires restoration in the register of compénies, he may within a period of 3 years
from the date of passing of the order dissolving the company, file an application before
the Tribunal secking restoration of name of such company.

Filing copy of order of Tribunal with ROC: A copy of the order passed by the Tribunal
shall be filed by the company with the ROC within 30 days from the date of the order
and on receipt of the order. The ROC shall cause the name of the company to be restored
in the register of companies and shall issue a fresh certificate of incorporation.

Application for restoration of name of company by the company, member, creditor or
workman:If a company, or any member or creditor or workman thereof feels aggrieved
by the company having its name struck off from the register of companies, the Tribunal
on an application made by any of them before the expiry of 20 years from the publica-
tion of notice in the Official Gazette may, if satisfied that the company was, at the time
of its name being struck off, carrving on business or in operation or otherwise it is just
that the name of the company be restored to the register of companies, order the name
of the company to be restored to the ROC.

The Tribunal may give such other directions and make such provisions as deemed just
for placing the company and all other persons in the same position as nearly as may be
as if the name of the company had not been struck off from the register of companies.

Keeping in view of above provisions, Awmerican Trading Ltd. as a creditor of ABC Lid. can
apply to the Tribunal for restoration of name of the company. After restoration of name,
American Trading Ltd. can take appropriate legal action against the company for the

recovery of its dues.

(iv) Alteration of Articles [Section 14]: Subject to the provisions of the Act and the condi-

tions contained in its memorandum, a company may alter its articles by passing a special
resolution.

Q3.
(a

=

(%)

(0
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However, in spite of the power to alter its articles, a company can exercise this power
subject only to certain limitations.

A company hasa statutory right to alter its articles of association. But the power to alter is
subject to the provisions of the Act and to the conditions contained in the memorandum

T.he right to alter the grticles is so important that a company cannot in any manner,
either by express provisions in the articles or by independent contract, deprive itself of’
the powers to alter its articles. [Walker v. London Tramway Co. (1879) 12 Ch. D, 705]

As per facts given in case, the company wants to include a provision in its AOA by alterin
them to limit the company’s share capital 10 a fixed amount which is in fact limiting lhi
power of company o alter its AOA in relation to share capital of company in future and
hence against the spirit of law and hence not valid.

It will be still inmlid even if 100% shareholders agree for such alteration.

Attempt all parts of either Q. No. 3 or Q. No. 34

The. minutes ¢ 24th Annual General Meeting of Poly Bank Ltd. are to be signed by the
chairman.However, the chairman of Poly Bank Ltd. met with an accident 5 days after
the AGM was held. Minutes of AGM are, therefore, pending for signatures. Advise the
company secretary of Poly Bank Ltd. about the procedure for signing of minutes in
such a case as if the chairman has become permanently in capable of signing. Will your
3115\1\(1671* be diff‘_erent if chairman suffers only minor injury and gets back to his of.ﬁce ir?l one
week ?

(4 marks)

ABC Lid. holds 75% equity share capital of DEF Ltd. and controls composition

of Directors of DEF Ltd. ABC Ltd. goes for public issue for raising furt}l)ler shar(e)fc];’giater:lj
Bpard of Directors of ABC Ltd. allot 10% of the issue to DEF Ltd. Referging to the provi-'
sions of the Companies Act, 2013 examine the validity of Board's decision to allot 10% of
issue to DEF Ltd. DEF Ltd. holds certain number of shares as a legal representative of a
fieceased_ member of ABC Lid. and has a right to vote at a general meeting of ABC Ltd
Kl éésgeé:t)of such shareholding, will this right be affected by issue of 10% to DEF Ltd b);

ta. : -

(4 marks)

One of the subscribers to Memorandum of Association of a company under process of
incorporationis a foreign national residing outside India. State the provisions of Companies
Act, 2013 regarding authentication of his signature and address. Will the requirement of
b;;l;r:je.ss)visa be applicable to his case if he is a person of Indian origin or overseas citizen
of India ? : '

(4 marks)

XYZ Ltd. has 6 directors on its Board of Directors. Out of 6 directors 5 are foreigners and
they reside in America. The company wants to convene its Board meeting in Mumbai but
all the 5 directors are pre-occupied and are #ot in a position o travel zo India. Advice the
company regarding conduct of such a Board meeting as per provisions of the Companies
Act, 2013 and relevant Rules. Will the same Rules or provisions be applicable in case the
company wants to approve annual financial statements in the Board meeting ?

(4 marks)
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Ans. 3:

(@) Rule 25 of the Companies (Administration & Management) Rules, 2014 contains the

following provisions with regards to signing of minutes of meetings.

Each page of every such book shall be initialled or signed and the last page of the record
of proceedings of each meeting or cach report in such books shall be dated and signed
by: .

& In the case of minutes of proceedings of a meeting of the Board or of a committee
thereof, by the chairman of the said meeting or the chairman of the next succeed-
ing meeting;

o In the case of minutes of proceedings of a general meeting, by the chairman of the
same meeting within the aforesaid period of 30 days or in the event of the death
or inability of that chairman within that period, by a director duly authorized by
the Board for the purpose; g

e In case of every resolution passed by postal ballot, by the chairman of the Board
within the aforesaid period of 30 days or in the event of there being no chairman
of the Board or the death or inability of that chairman within that period, by a

- director duly authorized by the Board for the purpose.
Keeping in view of above provisions answer lo given case is as follows:
The Chairman of the Poly Bank Ltd. met with actident 2 days after the AGM and become
permanently in capable of signing. Thus as per above provisions, in such case minuies of
the AGM will be signed by the director duly authorized bv the Board for the purpose.
However, if the Chairman of the Poly Bank Ltd. suffers only minor injury and gets back to
office in one week the minutes of the AGM has to be signed by the Chairman of the AGM
within the period of 30 days from the date of AGM.

(b) Subsidiary compa?ly 110t to hold shares in its holding company [Seétion 19]: Subsidiary

company shall not either by itself or through its nominees hold shares in its holding com-
pany and no holding company shall 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.

Therefore, no company shall hold any interest in its holding company.

Exceptions: In following circumstances, a subsidiary can hold the shares of its holding

company:
(@) Where the subsidiary company holds such shares as the legal representative of a
deceased member of the holding company.
(b) Where the subsidiary company holds such shares as a trustee.
(¢) Wherethe subsidiary company is a shareholder even before it became a subsidiary
company of the holding company.
However, the subsidiary company referred above shall have voting right only in respect
of the shares held by it as a legal representative or as a trustee.
Keeping in view of above provisions, ABC Ltd. (Holding Company) cannot allot shares
_to DEF Ltd. (Subsidiary Company) in its public issue. However, DEF Ltd. can continue 1o
hold its shares already held as legal representative of a deceased member of the holding
company. It can also exercise ils voting rights in relation to such shares.

(c) As per Rule 13 of the Companies (Incorporation) Rules, 2014, the MOA and AOA of the

company shall be signed by each subscriber to the memorandum, who shall add his name,

3
|
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address, description and occupation, if any, in the presence of at least one witness who
shall attest the signature and shall likewise sign and add his name, address, description
and occupation, if any and the witness shall state that “T witness to subscriber(s), who
has. §ub5¢ribed and signed in my presence (date and place to be given); further I have
verified his or their Identity Details (ID) for their identification and satisfied mysell of
his/her/their identification particulars as filled in". -
Where subscriber to the memorandun is a foreign national residing outside India—

(¢) Inacountry in any part of the Commonwealth, his signatures and address on the
memorandum and articles of association and proot of identity shall be notarized
by a Notary (Public) in that part of the Commonwealth.

(5 In a country which is a party to the Hague Apostille Convention, 1961, his signa-
tures and address on the memorandum and articles of association and proof of
identity shall be notarized before the Notary (Public) of the country of his origin
and be duly apostillised in accordance with the said Hague Convention. -

{¢) In a country outside the Commonwealth and which is not a party to the Hague
Apostille Convention, 1961, his signatures and address on the memorandum ;nd
articles of association and proof of identity, shall be notarized before the Notary
(Public) of such country and the certificate of the Notary (Public) shall be au-
thenticated by a Diplomatic or Consular Officer empowered in this behalf under
section 3 of the Diplomatic and Consular Officers (Oaths and Fees) Act, 1948 or
where there is no such officer by any of the officials mentioned in section 6 of the
Commissioners of Oaths Act, 1889, or in any Act amending the same.

(d) Visited in India and intendefl to incorporate a company, in such case the incorpo-
ration shall be allowed if, he/she is having a valid Business Visa.

(d) Manner of participation in Board Meetings [Section 173(2)]: The participation of directors

in a meeting of the Board may be either in person (personally present) or through video
conferencing or other audio visual means.

The system of video conferencing or other audio visual means must be capable of
r‘ecordmg_ ar_ld recognizing the participation of the directors and of recording and storing
the proceedings of such meetings along with date and time.

As per Rule 4 of the Companies (Meetings of Board and its Powers) Rules, 2014 following -

matters shall not be dealt with in a meeting through video conferencing or other audio
visual means:

{)) The approval of the annual financial statements
(i) The approval of the Board's report
(ii}) The approval of the prospectus
(iv) The Audit Committee Meetings for consideration of accounts and

) "ljhe approval of the matter relating to amalgamation, merger, demerger, acquisi-
tion and takeover.

The company should also comply with the Rule 3 of the Companies (Meetings of Board
and its Powers) Rules, 2014.

Thu;, X}’Z Lid. can hold the meeting of its directors through video conferencing or other
aydw {fzsual means. However, it cannot pass motion relating to approval of the annual
financial statements in such meeting.

|
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OR (Alternate question to Q. No. 3)

Q3A.

(i) ABC Lid. has altered its name from BCD Ltd. to ABC Lt.d. However, the fact of. altgr-
ation of name of the company was not brought to the notice Of I\_’CLT. Please advise the
company ABC Ltd. whether it has a right to execute a decree in 1ls new name after the
change of name. ,

(4 marks)

(if) KAJ Ltd, a company incorporated under the Companies Act, 2013 wants (0 g0 ior.is:suc

of secured debentures. Referring to relevant provisions and Rules, state.the conditions

10 be satished before the company goes for such issue of debentures. Will your answer

be different in case such issue of debentures is by a Government company where the
Central Government has given a guarantee ?

(4 marks)

(i) Robert,amember of MLM Ltd. submitted his proxy to the company beforg the schgduled
time of the Annual General Meeting. The Articles of the company provided that proxy
can be submitted to the company 70 hours before the scheduled time of thg meeting.
The chairman of the company rejects the proxy on the ground that itisin \1101§t1_on of
the Articles. Referring to the provisions of the Companies ACF, examine the validity of
the chairman’s decision to reject the proxy. “

' (4 marks)

(iv) The Board of Dircctors of American Express Ltd. declared interim (.ii\'idend thil:d time
during the financial vear 2015-16. After declaration, the Board of Directors Adecu_ied to
revoke third interim dividend as they noticed that company’s financial position d¥d not
permit payment of such interim dividend. The Board of Directors seek your ad\i'lcc in &h'xs
matter. Please advise the Boardas a company secretary. Will your advice be different in
case it was a regular dividend instead of interim dividend ?

(4 marks)

Ans. 3A:
(i) Asper section 13, a company may, by a special resolution and after complying with spec-
ified procedure, alter the provisions of its memorandum. :
Any change in the name of a company shall not have effect except with the approval of
the Central Government in writing.

When anv change in the name of a company is made, the Registrar shall enter th_e.ne\\'
name in the register of companies in place of the old name and issue a fresh certificate

ofiicorporation with the new name and the change in the name shall be complete and
effective only on the issue of such a certificate.
A company shall, in relation to any alteration of its me
(d) The special resolution passed by the company
() The approval of the Central Government, if the alteration involves any change in
the name of the company.

An application shall be filed in Form No. INC-24 along with .the fee for change in the
name of the company and a new certificate of incorporation in Form No. INC-25 shall

be issued to the company consequent upon change of name.

morandum, file with the ROC—

]
i
i
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When name change is not allowed: The change of name shall not be allowed to a company
which has not filed annual returns or financial statements due for filing with the ROC or
which has failed to pay or repay matured deposits or debentures or interest thereon.

However, the change of name shall be allowed upon filing necessary documents or pay-
ment or repayment of matured deposits or debentures or interest thereon as the case
may be. E

Effect of change in name of the company: The change of name shall not affect any rights
or obligations of the company, or render defective any legal proceedings by or against it,
and any legal proceedings which might have been continued or commenced by or against
the company in its former name may be continued by or against the company in its new
nare.

However, where a company changes its name and the new name has been registered by
the ROC, the commencing of legal proceedings in the former names not valid. [Malhati
Tea Syndicate Ltd. v. Revenue Officer, (1973) 43 Com Cases 337]

In spite of a change in name the entity of the company continues. The company is not
dissolved nor does any new company come into existence. If any legal proceeding is
commenced, after change in the name, against the company in ts old name, the company
should be treated as if it is not in existence. It is not an incurable defect and the plaint
can be amended to substitute the new name. [Pioneer Protective Glass Fibre (P) Ltd. v.
Fibre Glass Pilkington Lid,, ([986) 60 Com Cases 707 (Cal)]

The Courts have held that proceedings commenced by the company in its former name
can be continuet under its new name. [Solvex Oils and Fertilizers v. Bhandari Cross-Fields
(P) Ltd, (1978) 48 Com Cases 260 (P & H)]

By change of name, the constitution of the company is not changed, only the name :

changes. It is not similar to the reconstitution of a partnership which means creation of
a new legal entity altogether. [Economic Investment Corporation Ltd v. CIT (WB) AIR
(1970) 40 Comn Cases I (Cal )]

If a company has power to execute a decree in its old name, it has right to execute the
decree in its new name, even if fact of change of name was not brought to notice of court.
[D Srinivasaiah v. Vellore Varulakshmi Bank (1954) 24 Comp Cas 55, Madras HC]

(i) As per Section 71, a company may issue secured debentures subject to prescribed terms

and conditions.

As per Rule 18 of the Companies (Share Capital & Debentures) Rules, 2014 makes the
following provisions in this regard.

The company shall not issue secured debentures, unless it complies with the following
conditions, namely:— ;

(a) Term of issue of debentures: An issue of secured debentures may be made, pro-
vided the date of its redemption shall not exceed 10 years from the date of issue.
However, following classes of companies may issue secured debentures for a
period exceeding 10 years but not exceeding 30 years—

(i Companies engaged in setting up of infrastructure projects;
(i}) Infrastructure Finance Companies
(iii) Infrastructure Debt Fund Non-Banking Financial Companies
(iv) Companies permitted by a Ministry or Department of the Central Govern-

ment or by RBI or by the NHB or by any other statutory authority to issue
debentures for a period exceeding 10 years.
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{b) Creation of charge: Such an issue of debentures shali be secured by the creation
of a charge on the properties or assets of the company or its subsidiaries.or its
holding company or its associates companies, having a value which is sufficient
for the due repayment of the amount of debentures and interest thereon.

(¢) Appointment of debenture trustee: The Company shall appoint the debenture

trustee before the issue of prospectus or letter of offer for subscription of its

debentures and not later than 60 days after the allotment of the debentures, ex-
ecute a debenture trust deed to protect the nterest thereon.

Creation of security in favour of debenture trustee: The security for the deben-

tures by way of a charge or mortgage shall be created in favour of the debenture

trustee on:
(i) Any specific movable property of the company or its holding company or
subsidiaries or associate companies or otherwise.
(if) Any specific immovable property wherever situate, or any interest therein.

However, in case of a non-banking financial company, the charge or morigage may be
created on any movable property. s

Relaxation to Government companies from creation of charge: In case of any issue of
debentures by a Governiment company which is fully secured by the guarantec given by
the Central Government or one or more State-Government or by both, the requirement
for creation of charge shall not apply.

In case of any loan taken by a subsidiary company from any bank or financial institution
the charge or mortgage may also be created on the properties or assets of the holding
company. : :

As per section 105, the instrument appointing the proxy must be deposited with the com-
pany, 48 hours before the meeting. Any provision contained in the articles, requiring a
Jonger period than 48 hours shall have effect as if a period of 48 hours had been specified.

As per facts given in case, the Article of MLM Ltd. provided in its article that proxy can
be submitted to the company 70 hours before the scheduled time of the meeting. Such
provision is not valid and as per section 105 all the proxy form presented before 48 hours
of the meeting are valid and must be accepted by the company. Thus, Chairman’s decision
to reject the proxy form on the ground that it is not submitted before 70 hours before
the scheduled time of the meeting is not valid.

Declaration of interim dividend [Section 123(3)]: The Board of Directors of a company
may declare interim dividend during anv financial vear out of the surplus in the profit
and loss account and out of profits of the financial year in which such interim dividend

d

-~
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is sought to be declared.
A dividend when declared becomes a debt and a shareholder is entitled to sue for re-
covery of the same after expiry of the period of 30 days prescribed u/s 207. A dividend
when proposed does not become a debt but only becomes debt when declared.
Revocation of declared dividend: A dividend including interim dividend once declared
becomes a debt and cannot be revoked, except with the consent of the shareholders. But
where a dividend has been illegally declared, the directors will be justified in revoking
the declared dividend. If an illegally declared dividend is paid then the directors shall be
responsible, liable and accountable to the company personally.

As per section 2(35), “dividend includes any interim dividend.” Hence, interim dividend
also cannot be revoked. ’

Q4.

(@)

(b)

()

(d)
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Ram is a chartered accountant in practice. His proprietory concern has been appointed
as the statutory auditor of a private limited company. Subsequenily, it came to light that
Mrs. Ram has been holding less than 1% shaves of that private limited company. Ecxami';c:
the legal validity of the appointment of statutory auditor. o l
\ (4 marks)

The Board of Divectors of Goodwill (India) Ltd. wish to appoint an alternate director on
the Company’s Board in the absence of Mr. Prince, a director, who proceeded on leave
Referring to the provisions of the Companies Act, 2013, state the conditions to be satishied
before Board appoints such a director. What shall be the tenure of such alternate director
in case Mr. Prince incurs a disqualilication and ceases to be a director ?

(4 narks)
Bright Pvt. Ltd. is a private company. Its Board of Directors want to convert the company
into an One Person Company. Can it be converted into an One Person Company ? Pieasé
advise the company about the conditions and procedure for such a Conversion.

(4 marks)
XYZ Ltd, a company, has a paid up share capital of Rs. 60 crores and free reserves of
Rs. 25 crores. Tt desires to make a loan of Rs. 20 crores to M Ltd. The company XYZ Lid
has already made investments in many other companies including loans to the extent ot:
Rs. 35 crores. Can the company go ahead with loan to M Ltd. ? Please advise the company
about the procedure to be followed by it. )

(4 marks)

Ans. 4:

(a)

(b)

As per Sec_tiorf 141(;’:_)(d), a person who is holding any security of the company or its
subsidiary is disqifalified for appointment as auditor. Since, Ram has been holding some
§ha1'es of'lFl;e company, he is disqualified for appointment as auditor and his appointment
1s not valid.

Appointment of alternate director [Section 161(2)]: The Board of Directors ol a company
may, .if so authorized by its articles or by a resolution passed by the company in general
meeting, appoint an alternate director for a director during his absence for a p&'iod of
not Jess than 3 months-from India. A person can be appointed as alternate director only
for one director and not for more than one director. )

Alternate director for an independent director: A person ¢an be appointed as an alternate
director for an independent director onlv if he is qualified to be appointed as an indepen-
dent director as per section 149(6).

Term of office of alternate director: An alternate director shall not hold office for 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.

A_utomat%c reappointment applies to original director: If the term of office of the original

dlrector' is determined before he so returns to India, any provision for the automatic

gg-app01ntment of retiring directors shall apply to the original, and not to the alternate
rector.

As per Sect‘io.n 1§7, the office of a director shall become vacant in case he incurs any of
the disqualifications specified in Section 164. Thus, if original director incurs disqﬁali—
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fication and cease to be director, the person appointed as alternate director in place of
original director also cease to be director.

(¢) Conversion of companies already registered [Section 18]: A company of any class regis-
tered may convert itself as a company of other class by alteration of MOA and AOA of
the company. The Registrar shall on an application by the company, close the former
registration of the company and after registering the documents, issue a certilicate of
incorporation in the same manner as its first registration.

_The new registration of a company shall not affect anv debts, liabilities, obligations or
contracts incurred or entered before conversion.
Conversion of private company into OPC [Rule 7 of Companies (Incorporation) Rules,
2014]: ' ;
(1) A private company having paid up share capital of Rs. 50 lakhs or less or average - :
annual turnover during the relevant period is Rs. 2 Crore or less may convert itself
into OPC by passing a special resolution in the general meeting.
(2) Before passing such resolution, the company shall obtain no-objection in writing
from members and creditors. et
(3) The OPC shall file copy of the special resolution with the ROC within 30 days from
the date of passing such resolution in Form No. MGT 14. i
(4) The company shall tile an application in Form No. INC 6 for its conversion into
OPC along with prescribed fees by attaching the following documents, namely:
o The directors of the company shall give a declaration by way of affidavit
g duly sworn in confirming that all members and creditors of the company ¢
have given their consent for conversion, the paid up share capitdl company is ;
Rs. 50 lakhs or less or average annual turnover is less than Rs. 2 Crore.
¢ List of members and list of creditors.
& Latest Audited Balance Sheet and the Profit & Loss A/c.
& Copy of ‘no objection’ letter of secured creditors. ;
On being satisfied and complied with requirements, the ROC shall issue the certificate.

(d) Loan and investment by company [Section 186(2)]: A company can directly or indirectly
give loan, guaraniee or provide security or make investment other body corporate or
person up to higher of the following two limits:

- [Paid-up Capital + Free Reserves + Securities Premium Account] X 60% or

- [Free Reserves + Securities Premium Account] X 100%
Higher loan, guarantee or investment by passing special resolution [Section 186(3)]:
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Existing investment and loan by XYZ Ltd. | 35 Crore
| Proposed loan by XYZ Ltd. to M Ltd. 20 Crore
I Total 55 Crore

Since, proposed investment exceed prescribed limit, proposed investment can be made

by taking prior approval by means of a special resolution passed at a general meeting. -

[Section 186(3)]

The XYZ Ltd. should also comply with other provisions of the section 186 of the Compa-
nies Act, 2013.

Directors of ABC Ltd. want to incorporate a producer company. ABC Ltd. itself is in the
production and harvesting business. You are the company secretary of ABC Ltd. You
are requested to advise the Board of ABC Ltd. about incorporation of such a producer
company and set out its objectives as per relevant provisions of the Companies Act..
(8 marks)
(b) SUP Ltd. is a public company incorporated in India. It wants to propose a scheme of
arrangement (mergér) with another company in the same line of businessin India. Help the
company in preparing such a scheme of arrangement firstly. Secondly, help the company
in taking approval of NCLT. Advise how company should appro ich NCLT for its approval
to the scheme and discuss grounds on the basis of which NCLT will accord its approval.

(8 marks)

k)
=

Ans. 5:

(a) Formation of Producer Company & its registration [Section 581C(1) of the Companies
Act, 1 ?36]: Spe;lﬁed number of person desirous of forming a producer company having
its (.)bjech specified in section 587B and complying with the requirements in respect of
registration, may form an incorporated company as a producer company.

Specified person are as follows:
¢ Any 10 or more individuals being a producer or
¢ Any 2 or more producer institutions, or
4 A combination of 10 or more individuals and producer institutions

Issue of certificate of registration [Section 581C(2)]: If the Registrar is satisfied that all
the requirements with in respect of registration and matters precedent and incidental
thereto have been complied with, he will issue within 30 days of the receipt of the docu-
ments required for registration, a certificate of incorporation.

Where the giving of any loan or guarantee or providing any security or the acquisition
exceeds the limits specified section 186(2), prior approval by means of a special resolution
passed at a general meeting shall be necessary.

Paid-up capital :Rs. 60 crore

Free Reserves :Rs. 25 crore
Securities Premium  : Nil .

Calculation of overall limit: Higher of the following two.

- [60 + 25] x 60%
- 25 x 100%

= Rs. 51 crore
=Rs. 25 crore

Objects of Producer Company [Section 581B(1) of the Companies Act, 1956]: The objects
of the Producer Company shall relate to all or any of the following matters, namely:

(a) Production, harvesting, procurement, grading, pooling, handling, marketing, sell-
ing, export of primary produce of the Members or import of goods or services for
their benefit. However, the Producer Company may carry on any of the specified
activities either by itself or through other institution.

(b) Processing including preserving, drying, distilling, brewing, vinting, canning and
- packaging of produce of its Members.

(©) Manufacture, sale or supply of machinery, equipment or consumables mainly to
its Members. -

SMNNVIKVL —

® ® 60 6 @ &




® 66 @ 6@ © ©

606

(b) Salient aspects emergeinevery proposal containing a scheme of compromise or arrangce-

ment: !

T
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(d) Providing education on the mutualassistance principles toits Members and others.
(¢) Rendering technical services, consultancy services, training, research and devel-
opment and all other activities for the promotion of the interests of its Members.

(/) Generation, transmission and distribution of power, revitalization of land and
water resources, their use, conservation and communications relatable to primary
produce. ’

(g) Insurance of producers or their primary produce.
(h) Promoting techniques of mutuality and mutual assistance.

(i) Welfare measures or facilities for the benefit of Members as may be decided by
the Board.

(j) Any other activity, ancillary or incidental to any of the activities referred to in
clauses (a) to (i) or other activities which may promote the principles of mutuality
and mutual assistance amongst the Meinbers in any other manner.

(k) Financing of procurement, processing, marketing or other activities specified in
clauses (a) to (j) which include extending of credit facilities or any other financial
services to its Members.

o

{

\ - . - .

¢ A'scheme of compromise or arrangement should be in accordance with the pro-
visions of the Companies Act, 2013.

& Whenever necessary a scheme of compromise or arrangement should receive
sanction from the Tribunal in order to become effective and binding.

« The scheme of compromise or arrangement should be prepared as a written doc-
ument. .

& It should be presented to the Tribunal.

& Tribunal may direct the convening of meetings of creditors or a class of them
and/or Tribunal may direct the convening of meetings of members or a class of
them.

# Tribunal gives opportunity to all concerned. - .

¢ Tribunal may give directions with regard to conducting of meetings.

Merger and Amalgamation of Companies [Section 232]:

(1) Where an application is made to the Tribunal u’s 230 for the sanctioning of a
compromise or an arrangement proposed between a company and any such
persons as are mentioned in that section, and it is shown to the Tribunal—

(@) That the compromise or arrangement has been proposed for the purposes
of, or in connection with, a scheme for the reconstruction of the company
or companies involving merger or the amalgamation of any two or more
companies.

That under the scheme, the whole or any part of the undertaking, property or
liabilities of any company (hereinafter referred to as the transferor company)
is required to be transferred to another company (hereinafter referred to as
the transferee company), or is proposed to be divided among and transferred
to two or more companies, the Tribunal may on such application, order a
meeting of the creditors or class of creditors or the members or class of mem-

-2

&

:
i
1

(3) The Tribunal, after satisfying itself thaithe procedure specified clauses (1} and 2y
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bers, as the case may be, to be called, held and conducted in such manner ag
the Tribunal may direct and the provisions section 230(3; to'(6) shall apply
mutatis mutandis. ‘ ’

(2) Where an order has been made by the Tribunal as above, merging companies o

1}?6 companies in respect of which a division is proposed, shall also be required ty
circulate the following for the meeting so ordered by the Tribunal, namely:

;o " ~ . ; ;

(@) The draft of the proposed terms of the scheme drawn up and adopted by the
directors of the merging company; '

(b) Confirmationthata copy ol the dralt scheme has been hled with the Registrar

(¢) Areportadopted by the directors of the merging companics explaining effect
of compromise on cach class of shareholders, key managerial personnel
promoters and non-promoter shareholders laving out in particulas the share
exchange ratio, specilying any special valuation difficulties;

{(d) The report of the expert with regard to valuation, if any;

() Asupplementary accounting statement if the last annual ageounts of any of
the merging company relate to a financial year endingsmore than 6 months
before the first meeting of the company summoned for the purposes of
approving the scheme.

has been complied with, may, by order, sanction the compromise or arraigemesg
or by a subsequent order, make provision for the following matters, namely:

{a) The transfer to the transferee company of the whole or any part of the un-
dertaking, property or liabilities of the transferor company {rom a date to &
determined by the parties unless the Tribunal, for reasons 10 be recorded by
it in writing, decides otherwise. o

(b) The allotment or appropriation by the transferce company of any shares,
debentures, policies or other like instruments in the company which, under
the compromise or arrangement, are to be allotted or appropriated by that |

_ company to or for any person. However, a transterce company shall not, as
a result of the compromise or arrangement, hold any shares in its own name |
or in the name of any trust whether on its behalf or on behalf of any of iis
subsidiary or associate companies and any such shares shall be cancelled or
extinguished.

(¢) The continuation by or against the transferce company of any legal proceed-

ings pending by or against any transieror company on the daie of transfer.

(d) Dissolution, without winding-up, of any transferor company. ;

(€} The provision to be made for any persons who, within such time and in such
manner as the Tribunal directs, dissent from the compromise or arrangement.

(f) Where share capitalis held by any non-resident shareholder under the foreign
direct investment norms or guidelines specified by the Central Government
or in accordance with any law for the time being in force, the allotment of
shares of the transferee company to such shareholder shall be in the manner
specified in the order.

{g) The transfer of the employees of the transferor company to the transferee
company. -




-
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(h) Wherethe transferor companyisa listed company and the transferee company
is an unlisted company—

(A) The transferce company shall remain an unlisted company until it
becomes a listed company;

(B) If sharcholders of the transferor company decide to opt out of the trans-
feree company, provision shallbe made for paymentof the value of shares
held by them and other benefits in accordance with a pre-determined
price formula or after a valuation is made, and the arrangements under
this provision may be made by the Tribunal. However, the amount of
payment or valuation for any share shall not be less than what has been
specified by the SEBL under any regulations framed by it.

(i) Where the transferor company is dissolved, the fee, if any, paid by the trans-
feror company on its authorized capital shall be set-off against any fees pay-
able by the transferee company on its authorized capital subsequent to the
amalgamation. .

(j) Such incidental, consequential and supplemental matters as are deemed
necessary to secure that the merger or amalgamation is fully and effectively
carried out. However, no compromise or arrangement shall be sanctioned by
the Tribunal unless a certificate by the company's auditor has been filed with
the Tribunal to the effect that the accounting treatment, if any, proposed inthe
scheme of compromise or arrangement is in conformity with the accounting
standards prescribed u/s 133.

(4) Where an order of Tribunal provides for the transfer of any property or liabilities,

then, by virtue of the order, that property shall be transferred to the transferee
company and the liabilities shall be transferred to and become the liabilities of
the transferec company and any property may, if the order so directs, be freed
from any charge which shall by virtue of the compromise or arrangement, cease
to have effect.

Every company in relation to which the order is made shall cause a certified copy
of the order to be filed with the Registrar for registration within 30 days of the
receipt of certified copy of the order.

The scheme shall clearly indicate an appointed date from which it shall be effective
and the scheme shall be deemed to be effective from such date and not at a date
subsequent to the appointed date.

Everv company in relation to which the order is made shall, until the completion
of the scheme, file a statement in such form and within such time as may be pre-
scribed with the Registrar every year duly ceriified by Chartered Accountant or
Cost Accountant or Company Secretary in practice indicating whether the scheme
is being complied with in accordance with the orders of the Tribunal or not.

If a transferor company or a transferee company contravenes the provisions of
this section, the transferor company or the transferee company, as the case may
be, shall be punishable with fine which shall not be less than Rs. 1 lakh but which
may extend Rs. 25 lakh and every officer of such transferor or transferee company
who is in default, shall be punishable with imprisonment for a term which may
extend to 1 year or with fine which shall not be less than Rs. 1 lakh but which may
extend to Rs. 3 lakh, or with both.
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Qs.

(@) ixi)l;gll ghe significance and meaning of ‘officer in default’ as per provisions of Companies -
ct, .

(4 marks)

(b What'do you updeystand by ‘class action suit’ as introduced by the Companies Act, 2013?
Explain the objec.tx\_r(? behind introducing this provision in the Companies Act and the
persons who can initiate such class action suit.

(4 marks

(c) An investigation was ordered into affairs of RST Ltd. by the Central Government unclez

section 210 of the Companies Act, 2013. After carryin;g out investigation, a report was

submitted by the inspector under section 223 of the Companies Act, 2013.Insucha case
what should be done by the Board of Directors of the Company ? Please also inform the

Board why such investigation might have been ordered. ’

o (4 marks)

(d) A group of Indian citizens hold 60% of the paid up share capital of a foreign company.
This group of sharehol.ders claim that since the company was incorporated outsidethe
country, the‘comp.any is not bound to comply with the provisions of the Companies Act
2013 in relation to its business in India. Examine the validity of such a claim by the group’.

) - (4 marks)
Ans. 6: ]

(@) Many provisions of the Companies Act, 2013 use the word ‘officer’ and ‘officer in default’
Thus, it iflessential to know the meaning of these words. '
Officer [Sectiqn 2(59)]: Officer includes any director, manager or KMP or any person in
accordance with whose directions or instructions the board of directors or any one or
more of the directors is or are accustomed to act.

Ofﬁc.e.r who is in default [Section 2(60)]: Officer who is in default, for the purpose of any
provision in the 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, namely:
() Whole-time director
(i} Key managerial personnel (KMP)
(iid) Where there is.no KMP, director(s) as specified by the board and who has or have
given consent in writing, or all the directors, if no director is so specified

(iv) Any person who is charged with any responsibility including maintenance, filing or

distribution of accounts or records, authorizes, actively participates in, knowingly -4

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 d_lrectors of the company is accustomed to act (However, a person who gives
advice (o the board in a professional capacity will not be treated as officer in default)

(vi) Every director, who is aware of contravention of any provisions of the Act or
where such contravention had taken place with his consent or connivance

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

(b) Meaning of Class Action: In case of large companies many investors and depositors are

T EEEEERYK)
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some of investors and depositors can take action on behalf all those who are affected. This
is known as class action. ]
Class Action [Section 245(1)}: Such number of member(s) or depositor(s) as are indicat-
ed in section 245(3), if they are of the opinion that the management or conduct of the
affairs of the company are being conducted in a manner prejudicial to the interests of
the company or its members or depositors, may file an application before the Tribunal
for seeking following orders, namely:
(¢) To restrain the company from committing ultra vires acts and breach of any pro-
vision of the company’s MOA or AOA
(b) To declaré a resolution altering the MOA or AOA as void if the resolution was
passed by suppression of material facts or obtained by mis-statement
(¢) To restrain the company and its directors from acting on such resolution;

(d) To restrain the company from doing an act which is contrary to the provisions of

the Act or any other law

(¢) To restrain the comparn§ from taking action contrary to any resolution passed by

the members

(/) To claim damages or compensation or demand any other suitable action from or

~against—

- The company or its directors for any fraudulent, unlawful or wrongful act
or omission

- The auditor for any improper or misleading statement of particulars made in
his audit report or for any fraudulent, unlawful or wrongful act or conduct
or )

. Any expert or advisor or consultant er any other person for any incorrect
or misleading statement or for any fraudulent, unlawful or wronglul act of
conduct

() To seek any other appropriate remedy.

Joint liability of auditors [Section 245(2)]: Where the members or depositors seek any
damages or compensation or demand any other suitable action against an audit firm, the
liability shall be of the firm as well as of each partner who was involved in making any
improper or misleading statement. . o

Who can apply Tribunal for class action [Section 245(3)]: The requisite number of mem-
bers provided in section 245(1) shall be as under:

{a) In the case of a company having a share capital: 100 members or prescribed per-
centage of the total members, whichever is 1688, [The applicants must have paid
all calls and other sums due on their shares. Thus, holders of partly paid-up shares
cannot apply) .

(b) In the case of a company not having a share capital: 20% of the total number of
its members.

In case of depositors class action can be taken by 100 depositors or prescribed percentage
of the total number of depositors, whichever is less.
Matters to be considered by Tribunal [Section 245(4)): In considering an application
under section 245(1), the Tribunal shall take into account following—

(¢) Whether the member or depositor is acting in good faith

()
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(b) Whether there is any evidence of involvement of any person other than directors

or officers of the company )
N Whoather the N :

(6 '\\v xll(r‘[hLI thg cause of action is one which the member or deposite could pursue
in his own right rather than through an order under class action (e individual
action)

Tiew : 5 o - :

(d) ’\"I(,\\'S Qt tfm members or depositors who have no personal intcrest, dircct or in-

direct, in the matter being proceeded under the class action
A Where o ie<t M

(¢) Where the act or omission could be or likely to be authorized or ratificd by the

company before it occurs. )
Procedurg to be followed by the Tribunal {Section 245(5)]: If class application is admitted
by the Tribunal, then following procedure should be followed:

(a) Public Notice: Public notice shall be served to all the members or depositors of
the class in prescribed manner.

(b) Qlubbing of similar applications: All similar applications prevalent in any jurisdic-
tion should be consolidated into a single application. N

(¢} No parallel proceedings: Two class action applications for the same cause of action
shall not be allowed.

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

TO. whom order pagsed by Tribunal will bind [Section 245(6)]: Any order passed by the
Tribunal shall be binding on the company and all its members, depositors and auditor

including audit firm or expert or consultant or advisor or any other person associaied ¢

with the company.

Punishment [Section 245(7)]: Any company which fails to comply with an order e
by Fhe Tribunal shall be punishable with fine which shall not be II?.SS than Iis.og,((i)?)I 0%%52:6:
which mav extend to Rs. 25,00,000 and every officer of the company who is in' default
shall be punishable with imprisonment for a term which may extend to 3 years and \\’i'[il
fine which shall not be less than Rs. 25,000 but which may extend to Rs. lJ,OO,OOOA

Penalty for frivolous or vexatious applications [Section 245(8)]: Where any application
ﬁled before the Tribunal is found to be frivolous or vexatious, it shall reject the applica;-
tion after recoding reasons in writing and make an order that the applicant shall pay to
the opposite party such cost, not exceeding Rs. 1,00,000. - .

No class actions against banking company [Section 245(9)]: Nothing contained in section
245 shall apply to a banking company. )
Reimbursement the cost of litigation [Section 125(3)(d)]: Legal expenses incutred in

.pursing. the class action can be reimbursed from Investor Education & Protection Fund
if sanctioned by Tribunal. '

Part A: Why investigation might have been ordered?

Power of the Cent.ral Government to order investigation into affairs of company [Section
210(1)]: In following cases the Central Government may order an investigation into the
affa%rs of the company if it is of the opinion that it is necessary to investigate into the
affairs of a company—

(a) On the receipt of a report of the Registrar or inspector u/s 208

e NI IRV
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() On intimation of a special resolution passed by a company that the affairs of the
company ought to be investigated or

(¢) In public interest.
Duty of the Central Government to order investigation into affairs of company [Section
210(2)]: Where an order is passed by a Court or the Tribunal in any proceedings before
it that the affairs of a company ought 1o be investigated, the Central Government shall
order an investigation into the affairs of that company.
Appointment of inspectors [Section 210(3)}: The Central Government may appoint one
or more persons as inspectors to investigate into the affairs of the company and to report
thereon in such manner as the Central Government may direct.

Part B: What should be doﬁe by the board of directors of the company?

Duty of officers of the company to provide information etc. to Investigating Officer
[Section 212(5)]: The company and its officers and employees, who are or have been in
employment of the company shall be responsible to provide all information, explanation,
documents and assistance to the Investigating Officer as he may require for conduct of
the investigation. Pl

 Officer [Section 2(59)]: Officer includes any director, manager or KMP or any person
lin accordance with whose directions or instructions the board of directors or any one
| or more of the directors is or are accustomed to act.

Application of Act to foreign companies [Section 379]: Where not less than 50% of the
paid-up share capital, whether equity or preference or partly equity and partly prefer-
ence, of a foreign company is held by one or more citizens of India or by one or more
companies or bodies corporate incorporated in India, or by one or more citizens of India
and one or more companies or bodies corporate incorporated in India, whether singly
or in the aggregate, such company shall comply with the provisions of this Chapter XXII
and such other provisions of the Act as may be prescribed with regard to the business
carried on by it in India as if it were a company incorporated in India.

As per facts given in case 60% of the paid-up capital of the foreign company is held by a
group of Indian citizen and hence the foreign company must comply with the provisions
of the Companies Act as stated above.

Q. 1. Comment on the following :

(@) A private limited company can accept deposit from its members isi
s under the pr
the Companies Act, 2013. : er the provisions of

(b) Appointment and rotation of statutory auditor is mandatory for one person compan
and small company. d

(© g:girtnatlonal Financial §ervice Centre (IFSC) companies are attractive for foreign invest-

(d) Secrgtarial Standard does not empower Company Secretary of a company to call a
meeting of Board of Directors on its own. ‘ ’

(5 marks each)
Ans. 1:

(a) As per Section.Z'(68) of the Companies Act, 2013, a private company means a company,
which has a minimum paid-up capital as may be prescribed, and by its articles: ’

: (@) Restricts the right to transfer its shares;
f (b) Limits the number of its members to 200 excluding past and present employee,
(¢) Prohibits any invitation to the public to subscribe for any securities.

A private company may issue debentures to any number of persons. The only condition
being that an invitation to the public to subscribe for debentures is prohibited.

| Deposits: A private company can only accept deposit from its members only and not
' from public.

(b) As per Section 139(2) of the Companies Act, 2013, a listed company or a company be-
longing to such class or classes of companies as may be prescribed, shall not appoint or
re-appoint - ‘

(@) An individual as auditor for more than one term of 5 consecutive years and
(D) An audit firm as auditor for more than two terms of 5 consecutive years.

E As per Rule 5 of the Companies (Audit & Auditors) Rules, 2014 for the purposes of Section
! 139(2), the class of companies shall mean the following classes of companies excluding
i one person companies and small companies -

(@) All unlisted public companies having paid up share capital of % 10 Crore or more;
(b) All private limited companies having paid up share capital of ¥ 20 Crore or more;
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(¢) All companies having public borrowings from financial institutions, banks or public
deposits of ¥ 50 Crore or more.

Thus, Section 139(2) read with Rule 5 of Companies (Audit & Auditors) Rules, 2014 does
not cover one person companies and small companies and hence provisions relating to
rotation of auditor are not applicable to such companies.
Meaning: An International Financial Service Centre (IFSC) caters to customers outside
the jurisdiction of the domestic economy. IFSCs are set up in special economic zones as
a unit of SEZ or as a special economic zone after approval from Central Government,
and deal with flows of finance, financial products and services across borders.
Specified IFSC Public Company: It is an unlisted public company which is licensed to
operate by the RBI or the SEBI or the IRDA from the International Financial Services
Centre located in an approved multi services SEZ set-up under the Special Economic
Zones Act, 2005.

Specified IFSC Private Company: It is a private company which is licensed to operate by
the RBI or the SEBI or the IRDA from the International Financial Services Centre located
in an approved multi services SEZ set-up under the Special Economic Zones Act, 2005.

Services offered by TFSC(s):
1. Fund raising services for individuals, corporations and Governments.
2. Asset managementand global port{olio diversification undertaken by pension funds,
insurance companies and mutual funds.
3. Wealth management.
4. Global tax management and cross-border tax liability optim?zation, which provides
a business opportunity for financial intermediaries, actountants and law firms.
5. Global and regional corporate treasury management operations that involve fund-
raising, liquidity investment and management and asset liability matching.
6. Risk management operations such as insurance and reinsurance.
7. Merger and acquisition activities among transnational corporations.
In exercise of powers under section 462(1) of Companies Act, 2013, the MCA has exempted
several exemptions to such International Financial Services Centre companies.

As per $S-1: Meetings of the Board of Directors issued by ICSI, any Director of a company
may, at any time, summon a Meeting of the Board, and the Company Secretary or where
there is no Company Secretary, any person authorized by the Board in this behalf, on
the requisition of a Director, shall convene a Meeting of the Board, in consultation with
the Chairman or in his absence, the Managing Director or in his absence, the Whole-time
Director, where there is any, unless otherwise provided in the Articles.

Thus, Secretarial Standard-1 does not authorize Company Secretary to call meeting of
board of directors on its own. He can send the notice of board meeting if authorized the

board of directors of the company.

Attempt all parts of either Q. No. 2 or Q. No. 24

Q. 2. Distinguish between the following :
(@) Oppression and mismanagement application and Class action suits.
(b) Chief Executive Officer and Managing Director.
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(c) Redemption of shares and Redemption of debentures,
{) XBRL tags and XBRL taxonomies.

Ans. 2:

oN
—
w

(4 inarks each)

(a) Following are the main points of distinctions between oppression and mismanagement
& class action suit:

Pdints

ppression & Mismanagement: .

" Class action suit - -~

Meaning:

The term ‘oppression’ is not defined in
the Companies Act, 20i3. Oppression,
according to the dictionary meaning of

-{ theword.isany act exercised inamanner
| burdensome, harsh and wrongful.

A The term ‘Mismanagement’ is also not

defined in the Companies Act, 2013.
Normally mism?gcment means gross
misconduct oFaitairs of the company or

:l misuse of powers given to directors or
1 membersunder the Companices Act, 2013,

In case of large companies many
investors and depositors are small
and they do not have time, money and
energy to fight for their rights. In such
cases, some of investors and depositors

can take action on behalf all those who |
are affected. This is known as class |

action.

When such;
action can'be;

Members of a company as specified in
Section 244 may apply (o the Tribunal
for relief in cases of oppression &

mismanagement. Such application can !

be made in following cases:
(@) Where the affairs of the company

have been or are being conducted |

in a manner prejudicial to public
interest or in a manner prejudicial
or oppressive to him or any other

member or members or in a man- |
ner prejudicial to the interests of :

the company; or

(b) The material change has taken
placeinthe managementorcontrol
of the company and that by reason
of such change, it is likely that
the affairs of the company will be
concuciad inamanner prejudicial
10 its interests or its members or

Such number of member(s) or de-
positor(s) as are indicated in Section

1

245(3),if they are of the opinion that the
management or conduct of the affairs
of the company are being conducted in
amanner prejudicial to the interests of
the company or its members or depos-
itors, may file an application before the

Tribunal for seeking following orders, 1
i

namely:

(@

(b

2

(c

To restrain the company from

committing ultra vires acts and
breach of any provision of the
company’s MOA or AOA.

To declare a resolution altering |

the MOA or AOA as void if the
resolution was passed by sup-

pression of material facts or:

obtained by mis-siatemzent

any class of members.

Such change may relate toalteration in the
Board of Directors, or manager, or in the
ownership of the company’s shares, or if
it has no share capital, in its membership,
or in any other manner whatsoever.

()

(e

A

0]

directors from acting’on such
resolution

To restrain the company from
doing an act which is contrary
to the provisions of the Act or
any other law

To restrain the company from
takingactiontontrary toanyres-
olution passed by the members

To claim damages or compen-
sation or demand any other
suitable action from or against -

To restrain the company and its

<
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Oppression & Mismanagement. G

<= Class dction suit -

Points -

- The company or its direc-
tors for any fraudulent,
unlawful or wrongful act
or omission

- The auditor for any,
improper or misleading
statement of particulars
made in his audit report
or for any fraudulent,
unlawful or wrongful act
or conduct or

Any expert or advisor or
consultant or any other
person for any incorrect
or misleading statement
or for any fraudulent,
unlawful or wrongful act
or conduct

(g) To seek any other appropriate
remedy.

Who cgﬁ
apply

"I shall have the right to apply u/s 241,

Tribunal

{ However, the Tribunal may, on an

* | requirementssoasto enable the members

The following members of a company !

namely:

(@) In the case of a company having
a share capital: 100 members of
the company or 10% of the total
number of members, whichever
is less. (The applicants must have
paid all calls and other sums due
on their shares. Thus, holders of
partly paid-upshares cannotapply)

(b) In the case of a company not hav-
ing a share capital: 20% of the total
number of members -

application, waive all or any of the above

to apply u/s 241.

| .
The requisite number of members

provided in Section 245(1) shall be as
under:

(a) Inthe case of a companyghaving
a share capital: 100 members
or prescribed percentage of the
total members, whicheverisless.
(The applicants must have paid
all calls and other sums due on
their shares. Thus, holders of
partly paid-up shares cannot
apply)

(b) In the case of a company not
having a share capital: 20% of
the total number of its members.

Incaseof depositors class actioncanbe
taken by 100 depositors or prescribed
perceniage of the total number of
depositors, whichever is less.

There is no specific provision for
reimbursement of legal expensesincurred
in case of oppression or mismanagement
though tribunal is competent to pass

Legal expenses incurred in pursing the
class action can be reimbursed from
Investor Education & Protection Fund,
if sanctioned by Tribunal. [Section
125(3)(d)]

such order.

Executive Officer”

(b) Following are the main points of difference between ‘Managing Director’ and ‘Chief

()
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As per SecFion 2(54), Managing director
means a director who, by virtue of the
articles of a company or an agreement

4 with the company or a resolution passed

in its general meeting, or by its Board of

-y Directors, is entrusted with substantial

powers of management of the affairs
of the company and includes a director

! ogcupyixlg the position of managing
| director, by whatever name called.

As per Section 2(18). Chief Executive
Officer means an: offr. 2+ of a company,
who has been designated as such by it.

Power Sy
st of management of the affairs of the

Managing director has substantial powers

company.

Chief Executive Officer exercise the
powers delegated by the board of
directors.

Managing directoris essentially a director.
If person appointed as ‘managing director’
cease to be ‘director’ he also ceases to be

managing director. o

Chief Executive Officer need not be a
director.

In case of appointment of MB in addition
to approval of board at its meeting,
approval of shareholders at general
meeting is also nécessary.

Chief Executive Officer is appointed by
the board at its meeting,

Following are the main points of difference between ‘Managing Director’ and ‘Chief
Executive Officer”:

Pqints :

7“Redemptit

Redeniption of debentures -

Meaning

When preference sharcholders of the
company are paid back their capital
balances it is known as redemption of
preference shares.

When debenture shareholders of the
company are paid back their capital
balances it is known as redemption of
debentures.

Redemption of preference shares is
payment to owner of the company.

Redemption of debentures amount to
repaymentof loan as debenturcholders
are creditors of the company.

Preference shares can be issued for

maximuin period of 20 years after which
suchpreference shares must beredeemed
as provided in Section 55. :

' time of liquidation of the company.

Companies can issue redeemable
as well as irredeemable .debentures.
Redeemable debentures are required
to be redeemed within period specified
in offer document while irredeemable
debentures are redeemed only at the

As Section 55, preference shares shall be |

Debentures can be redeemed only out

redeemed: :

- Out of the profits available for
dividend or

- Outof the proceeds of afreshissue
of shares.

of the profit of the company and not out
of proceeds of a fresh issue of shares.

Where preference shares are proposed
to be redeemed out of the profits a sum.
equal to the nominal amount of the shares
should be transferred to the Capital
Redemption Reserve A/c.

When debentures are redeemed then
amount equal to nominal value of
debentures are transferred to General
Reserve as sound accounting policy.

If sinking fund is created then balance
of sinking fund is transferred to general

NIV IAIX YL
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(d) XBRL tagging is the process by which any financial data is tagged with the most appro-
priate element in an accounting taxonomy (a dictionary of accounting terms) that best
represents the data in addition to tags that facilitate identification/classification (such
as enterprise, reporting period, reporting currency, unit of measurement etc). Since all
XBRL reports use the same taxonomy, numbers associated with the same element are
comparable irrespective of how they are described by those releasing the financial state-
ments. ,

XBRL taxonomy is a dictionary of widely accepted accounting terms that conform to a
GAAP (US GAAP, UK GAAP, IFRS etc.).
OR (Alternate question to Q. No. 2)
Q. 2A.

(i) The Board of Directors of Peculiar Ltd. proposes to recommend a final dividend of T 25
cach to all the equity shareholders of the company. The company seeks your opinion on
the following : _

(1) The company wants to deposit the dividend amount to co-operative bank.
(2) The company is a defaulter in the repayment of deposits and proposes to repay its
all deposit after the payment of dividend within 10 days.
(3) Dividend will be declared out of the capital reserves of the company.
(4) The company wants to pay such dividend through the cash counter by way of cash
voucher.
(4 marks)

(ii) Perfect Pvt. Ltd. wishes to appoint its Secretary, Satish, as an internal auditor. Referring
to the provisions of the Companies Act, 2013 ad\zci)se the company.

(4 marks)

(iii) Nice Ltd. proposes to alter its liability clause of Memorandum of Association. Referring
to the provisions of the Companies Act, 2013 advise the company.

(4 marks)

(iv) Fabulous Ltd. is in the process of finalisation of its annual return. It is a listed company
with paid-up capital ¥ 1'crore. The company seeks your advice on the following :
(1) Who will sign the return on behalf of the company ?

(2) What are the requirements of certification of annual return by a practising Cor-
pany Secretary ?

(4 marks)

Ans. 2A:
(i) Keepingin view the provisions of the Companies Act, 2013 advice to the board of directors
of Peculiar Lid. is as follows:

(1) As per Section 123(4) of the Companies Act, 2013, the amount of the dividend,
including interim dividend, shall be deposited in a scheduled bank in a separate ac-
count within 5 days from the date of declaration of such dividend. Thus, the board
of directors of Peculiar Ltd. cannot deposit such amount in co-operative bank.

(2) Asper Section 123(6) of the Companies Act, 2013, if a company fails to comply with
the provisions of Section 73 (Prohibition of acceptance of deposits from public) &
Section 74 (Repayment of deposits, etc., accepted before the commencement of
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this Act) shall not declare any dividend on its equity shares so long as such failure
continues.

Thus, during the continuance of default in repayment of deposit the Peculiar Ltd.
cannot declare dividend. The company is advised to make good the default of re-
pavment of deposit first and then to declare the dividend.

—~
(V]
I

The term capital profits may be defined to mean those profits which arise otherwise
than in the normal course of the business and earned out of capital transactions.
The Act does not mention specifically whether capital profits i.e. profits which arise
\\']101'0 a company sells part of its fixed assets at a price higher than the original cost
of such asset, can be distributed as dividend. However, in the two importbam cases
Lubbock vs. British Bank of Sovth America (1892) 2 Ch. /98 and Foster vs. The New
Trinidad Lake Asphalt Co. Lid. {1901y 1 Ch.208 the Courts have held that capital
profits cannot be considered as available for distribution as dividend wmless:

(a) The AOA authorize such a distribution and

(b) The surplusisrealized and remains after a valuation of the whole of the assets
and liabilities.

(4) A dividend payable may be paid by cheque or warrant or in any electronic mode to
the shareholder entitled to the payment of the dividend. Thus, Pecuiiar Lid. cannot
pay dividend through cash counter by way of cash voticher.

(i) As per Section 138 of the Companies Act, 2013, such class or classes of companies as
may be prescribed shall be required to appoint an internal auditor, who shall either be a
Chartered Accountant ora Cost Accountant, or such other profegsional as may be decided
by the Board to conduct internal audit of the functions and activities of the company.

Thus, Perfect Pvt. Ltd. can appoint secretary, Satish, as an internal auditor of the com-
pany.

(iii) As per Section 13 of the Companies Act, 2013, a company may, bv a special resolution and
after complving with the specified procedure, alter the provisions of its memorandum.
It means that a company can change the lability clause of its MOA by passing a special
resolution. A company shall, in relation to any alteration of its memérandun;, file with
the Registrar the special resolution in Form No. MGT-14 passed by the company.

(iv) As per Section 92(1) of the Companies Act, 2013, Annual Return has to be and signed
by a director and the Company Secretary, or where there is no Company Secretary, by
Practicing Company Secretary. )

In case of OPC and small company, the annual return shall be signed by the Company
Secretary, or where there is no Company Secretary, by the director of the compan‘v. )

The Central Government may prescribe abridged form of annual return for OPC, small
company and such other classes of companies.

Annual return in case of bigger companies [Section 92(2)]: The annual return, filed by a

listed company or, by a comnpany having prescribed paid-up capital or turnover, shall be
certified by a Practicing Company Secretary [PCS] in the prescribed form, stating that
the annual return discloses the facts correctly and adequately and that the comparl;y has
complied with all the provisions of the Companies Act, 2013,

NN N L
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Q.3.
(a)

(b

(¢)

(d)

e AN M ANNE
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Attempt all parts of either Q. No. 3 or Q. No. 34

RS Ltd. has incurred Z 5 lakh for the fulfilment of Labour Law, Land Acquisition Act and
Food Safety & Standards Act in the month of May, 2018. The company has accounted
for this Z 5 lakh as Corporate Social Responsibility (CSR) expenditure. Explaining the
provisions of the Companies Act, 2013 discuss whetherthe company has rightly accounted
for the amount in CSR.
(4 marks)
Enkebee Ltd. wants to purchase its own 1,00,000 equity shares @ ¥ 10 each out of the
following:
{a) Unsecured loan 3 5 lakh
(b) Balance of depreciation reserve for ¥ 3 lakh
(¢) Securities premium account ¥ 4 lakh.
Examine the legality of the above transactions for the buy-back of securities of the com-
papwinder the provisions of the Companies Act, 2013. '
_ (4 marks)
Who will appoint Secretarial Auditor of the company : Board of Directors or Share-
holders ? What is the duty of Board of Directors towards secretarial auditor and audit
report ?
(4 marks)
Mohan has been appointed as a passive partner in the Limited Liability Partnership (LLP).
He seeks your advice on the responsibilitics of designated partner where the LLP has
contravened the provisions of LLP Act. Referring to the provisions of the LLP Act, 2008
advise him in the matter. Can he sign cheques on behalf of the LLP?
(4 marks)

‘ Ans. 3:

(@)

(b)

AsperSection 135(5) of the Companies Act, 2013, the Board of every company shallensure
that the company spends, in every financial year, at least 2% of the average net profits of
the company made during the 3 immediately preceding financial years, in pursuance of
its CSR Policy.

The company shall give preference to the local area and areas around it where it operates,
for spending the amount earmarked for CSR activities.

if the company fails to spend such amoun, the Board shall, in its report specify the rea-
sons for not-spending-the.amount..... .

Activities which may be included by companies in their Corporate Social Responsibility
Policies Activities are specified in Schedule VII of the Companies Act, 2013.

Amount incurred by RS Ltd.Z 5 lakh for the fulfilment of Labour Laws, Land Acquisition
Act and Food Safety & Standard Act are not covered in Schedule VIT of the Companies
Act, 2013. Thus, the company has defaulted in provisions relating to Corporate Social
Responsibility. .

As per Section 68 of the Companies Act, 2013, a company may buy-back its own shares
or other specified securities out of:

- Free reserves or
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- Securities premium account or
- Proceeds of the issue of any shares or other specified securities.
Keeping in view above provisions, answer to case is as follows:

(@) Enkebee Ltd. can avail unsecured loan of ¥ 5 lakh but it
o s o v h but it cannot be used for buy

(b) Enkebee Ltd. cannot use depreciation r .
e, use depreciation reserve of ¥ 3 lakh for buy back of equity
() Enkebee Ltd. can use balance of ¥ 4 lakh in securitie i
of equity shares. les premium account buy back

As per Section 204 of the Companies Act, 2013, every li :

. . \ , y listed company and a co
b.elongmg to prescribed class shall annex with its Board’s report, a secretarial audit rrr;girg
given by Practicing Company Secretary (PCS) in prescribed form. '

As per R_ule 8 of the Companies (Meetings of Board & its Powers) Rules, 2014, secretarial
audxtpr is required to be appointed by means of resolution at a duly convened board
meeting. i

It shgll be the duty Qf the company to give all assistance and facilities to the PCS, for
auditing the secretarial and related records of the company. '

The Board of Directors, in their report shall explain in full any qualificati i
I th tion-or
or other remarks made by the PCS. Y qualiicationor observation

If a company or any officer or PCS, contravenes the isi i i ]
npany or any . \ provisions of this section, they shail
l;es %%nasggxble with fine which shall not be less than ¥ 1,00,000 but which ma)éethnd to 4

Secretari:al Audit Report {Rule 9 of the Companies (Appointment & Remuneration of 4
Managepal Personnel) Rules, 2014]: For the purposes Section 204(1), the other class of
companies shall be as under-

4 (a) Every public company having a paid-up share capital of 50 Crore or more or
(b) Every public company having a turnover of ¥ 200 Crore or more.
The format of the Secretarial Audit Report shall be in Form MR-3.

L}ilalﬁi{)iti'es of designated partners [Section 8 of the LLP Act, 2008]: A designated partner
shall be— - :

(@) Responsible_ for the doing of all acts, matters and things as are required to be done
by the LLP in respect of compliance of the provisions of the Act including filing of
any document, return, statement and the reports and

(b) Liable to all penaltiesimposed on the LLP for any contravention of those provisions.

Responsibilities of Designated Partner - Where the LLP has contravened the provisions of
LLP Act: The designated partner would be liable to all penalties imposed on the LLP for
the cont.ravention of the provisions of the Act and as such the designated partner would
be required to pay all the monetary fines imposed on the LLP. There is no provision in
the Act providing for the reimbursement of such monetary penalties to him by the LLP.
Further in the following instances apart from the LLP, the designated partner would also
be imposed monetary penalties under the Act -

¢ For non-compliance with the directions of the Central Government for change of
name.
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¢ For non-maintenance of books of account, non-filing of accounts, duly audited
where such an audit is mandatory.

& For non-filing of the annual return of the LLP.
Mohan is not designated partner and hence cannot sign the cheques on behalf of
LLP.

OR (Alternate question to Q. No. 3)

Q. 3A.
(i) Aniket has fraudulently sold his shares to two different transferees. Who will be entitled

to the shares in priority ? .
(4 marks)

(i) The authorised share capital of Shine Ltd. is ¥ 50 Jakh. The paid-up capital of the com-
pany is ¥ 20 lakh. The Board of Directors at its 100th meeting held in the residence of
Managing Director of the company resolved to create charge on uncalled share capital
of 7 30 lakh. With reference to the provisions of the Companies Act, 2013 ascertain if the
resolution is valid.

(4 marks)

(iii) R Systems Ltd. is holding 40% of paid-up share capital of ATC Aviation Pvt. Ltd. R Sys-
tems appointed representative director in ATC Aviation Pvt. Ltd. to safeguard its interest.
Board of Directors of R Systems Ltd. wishes to know whether the director appointed by
them shall be treated as %ominee director. Advise the Board. .

(4 marks)

(iv) Sand Lid. wants to appoint River as Managing Director of thei‘company for a period of
three years with effect from Ist August, 2018. River has given a written statement to
the company that he has paid rupees one thousand to the prescribed authorities for a
conviction of an offence under the Conservation of Foreign Exchange and Prevention of
Smuggling Activities Act, 1974 on 30th June, 2018. State whether River can be appointed

as Managing Director of the company under the Companies Act, 2013.
(4 marks)

| Ans. 3A: - : . . R L
(i) 1t was held in Society General De Paris v. Jonet Walker and other (1886) 11 Ac 20 that

where a shareholder has fraudulently sold his shares to two different transferees, the
first purchaser will, on the ground of time alone, be entitled to the shares in priority to
the second.

For example, C assigned all his property to P as trustee for his creditors. The property
included some shares. P asked for the share certificates but was unable to obtain them
from C. He then gave notice of the assignment to the company. C, after the date of the
assignment to P, sold the shares to X, who appliéd for registration. Held, P having the
equitable title which was prior in time, was entitled to registration. [Peat v. Clayton (1906)
1 Ch. 659

(i) A company does not have implied power of charging its uncalled share capital and a
company may charge its uncalled capital if its MOA or AOA authorize it to charge it. The
memorandum may give an express power to charge uncalled capital, or the power may
be so wide that it can be inferred by implication. -
In Newton vs. Debenture holders of Anglo-Australian Investment Co. (1895) A.C. 224, the
MOA authorized the company to borrow upon any security of the company. It was held

(iif)

(iv)
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that the p?wer was w1de»enough to include a charge on uncalled capital. However g
company Lanno.t mortgage or c.harge any part of its “reserve capital” te. such portion of
its uncalled capital as is incapable of being called up except in the event of winding-up
of the company. : N
Keeping in view above discussion, the board of directors of Shine Ltd. cannet create
charge on its uncalled capital unless there is provision their AOA to create charge on
uncalled capital, as company does not have implied authority in this regard.
Nominee director means a director appointed by a third parties e.g. a director appointed
by a financial institutions or a bank which has provided financial assistance Lo the com-
pany.
Nom_inee Director [Section 161(3)}: Subject to the articles of a conupany, the Board may
appoint following types of nomince director:

- Person nominated by any institution in pursuance of any law for the time being in

force. )
- Person nominated by any institution in pursuance of any agreement.
- Person nominated by the Central or State Government by virtue of its shareholding
in a Government company.

For the purpose of Section 149, nominee director means a director nominated by any
financial institution in pursuance of the provisions of any law for the time being in {orce,
or of any agreement, or appointed by any Government, or any other person‘to represent
its interests. [Explanation to Section 149(7)]
The difference between Section 161(3) and Explanation to Section 149(7) is as follows:

(A) The word used in Section 161(3)is ‘institution’, while the word used in Explanation
to Section 149(7) is ‘financial institution’.
(B) Explanationto Section 149(7) makes pr8vision for director nominated by ‘any other
person’ but there is no corresponding provision in Section 161(3).
Directors nominated by collaborators/major investor: Section 161(3) does not make any
specific provisions for nominating a director by collaborators/major investor. However,
such directors can be appointed if there is provision in the Articles of the Company.
As facts given in case R System Ltd. is holding 40% share capital of the ATC Aviation Pvt.
Ltd. and thus R System Ltd. can appoint nominee director in ATC Aviation Pvt. Ltd. if
there is provision in Articles of the ATC Aviation Pvt. Ltd.

Conditions to be fulfilled for the appointment of a managing or whole-time director or
a manager without the approval of the Central Government appointments [Part I of the

Schedule.V}:.A.person shall be eligible for appointment as a managing or whole-time
director or a manager of a company only if satisfies the following conditions, rtamely:

(@) He had not been sentenced to imprisonment for any period, or to a fine exceeding
Z 1,000, for the conviction of an offence under any of the following Acts, namely -

- The Indian Stamp Act, 1899

- The Central Excise Act, 1944

- The Industries (Development & Regulation) Act, 1951

- The Prevention of Food Adulteration Act, 1954

- The Essential Commodities Act, 1955

- The Companies Act, 2013 or any previous company law
- The Securities Contracts (Regulation) Act, 1956
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- The Wealth-tax Act, 1957

- The Income-tax Act, 1961

- The Customs Act, 1962

- The Competition Act, 2002

- The Foreign Exchange Management. Act, 1999

- The Sick Industrial Companies (Special Provisions) Act, 1985
- The Securities and Exchange Board of India Act, 1992

- The Foreign Trade (Development and Regulation) Act, 1922
- The Prevention of Money-Laundering Act, 2002 (15 of 2003);

(b) He had not been detained for any period under the Conservation of Forcign
Exchange & Prevention of Smuggling Activities Act, 1974.

However, where the Central Government has given its approval to the appointment of a
person convicted or detained under clauses (@) & (b) no further approval of the Central
Government shall be necessary for the subsequent appointment of that person if he had
not been so convicted or detained subsequent to such approval.

As per facts given in case, River has paid only fine of ¥ 1,000 for conviction under For-
eign Exchange & Prevention of Smuggling Activities Act, 1974; he has not detained for
any period under the same Act and thus he is not disqualified and previous approval of
Central Government is not necessary for his appointment as Managing Director.

Q.4

(@) Fun and Frolic Ltd. has received T 5 lakfl from its Promoters as unsecured loan in pur-
suance of the stipulation of credit facilities from Bank. Can the company accept the un-
secured Joan ? What would be your answer if the company has repaid in full its amount
of credit facilities and after such repayment, company continues this unsecured loan ?

Referring to the provisions of the Companies Act, 2013 advise the company.

=

(4 marks)

South Village Farmers' Producer Company Ltd. wants to give loan to its Directors for
Z 5 lakh. The company seeks your advice regarding the loan to Directors. Explain the
provisions with reference to the Companies Act. What would be your answer if loan is

being given to its members ?

(b

=

(4 marks)

Phosphate Ltd. has suffered a major loss of ¥ 100 crore in May, 2018 on the dealing of
commodity exchange. The annual accounts and Board's report for the year 2017-13 are
under finalization. The Chief Financial Officer (CFO) of the company does not want to
disclose this loss in the Board’s report for year 2017-18 because this loss does not per-
tain to said financial year. Is the view of CFO correct ? The Board of Directors seek your

advice in this matter.

(c

NEX

(4 marks)

(d) Confident Ltd. has forfeited 50,000 equity shares of the company @ ¥ 10 each and same
were re-issued. After the filing of the annual return, the Registrar of Companies (ROC)
has issued show cause notice to the company for default of provisions of section 39 of
the Companies Act, 2013. Is the action of the ROC tenable under the provisions of the
Companies Act, 2013 ? Discuss with relevant case law, if any.

‘ (4 marks)
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Ans. 4:

(@) AsperRule 2(1)(c)(xiii) of the Companies (Acceptance of Deposits) Rules, 2014, deposit

(b)

~

does not includg any amount brought in by the promoters of the company by way of
unsecurefi loan in pursuance of the stipulation of any lending financial institution or a
bank subject to fulfilment of the following conditions:

(a) The loan is brought in pursuance of the stipulation imposed by the lending institu-
tions on the promoters to contribute such finance and

(b) Theloan is provided by the promoters themselves or by their relatives or by both.

The exemption shall be available only till the loans of financial institution or bank are
repaid and not thereafter.

As per facts given in case, Fun & Frolic received ¥ 5 lakh from its promoters as
unsecyired loan in pursuance of stipulation of credit facility from the bank. Such unsecured
loan will not be treated as deposit as per Rule 2(1)(c)(xiii) of the Companies (Acceptance
of Deposits) Rules, 2014. However, after repayment of credit facility if the company
continues the unsecured loan of its promoter then it will be treated as deposit.

Asger Secti(_)n 581ZK of the Companies Act, 1956, the Board may, subjéct to the provisions
made in articles, provide financial assistance to the members of the producer company
by way of - '
(@) Credit facility, to any member, in connection with the business of the producer
company, for a period not exceeding 6 months

(b) anr}s and advances, against security specified in articles to any member, repayable
within a period exceeding 3 months but not exceeding 7 years from the date of
disbursement of such loan or advances.

However, any loan or advance to any director or his relative shall be granted only after
the approval by the members in general meeting.

; (]
Thus, South Village Farmers Producer Ltd. can give loan of ¥ 5 lakh to its director only
after obtaining the approval by the members in general meeting.

South Village Farmers Producer Ltd. can give loan of ¥ 5 lakh to its member subject
fulfilment of conditions specified in Section 581ZK of the Companies Act, 1956.

According to Section 128(1) of the Companies Act, 2013, every company shall prepare
and keep at its registered office books of account and other relevant books and papers
and financial statement for every financial year which gives a true and fair view of the
state of the affairs of the company.

The books and papers and financial statement are said to be give a true and fair view if
the financial statements comply with the accounting standards.

As per AS-4, events occurring after the balance sheet date are those significant events
that occur between:

- The balance sheet date and

- The date on which the financial statements are approved by appropriate authority
(e.g. board of directors in the case of a company)

AS-4 requires disclosure in respect of events occurring after the balance sheet date rep-
resenting unusual changes affecting the existence or substratum of the enterprise after
the date of the balance sheet. In the present event, the loss of ¥ 100 Crore on dealing in
commodity exchange can be considered to be an event affecting the substratum of the
enterprise. Hence, an appropriate disclosure should be made in the report of the board
of directors. ‘
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(d) As per Section 39 of the Companies Act, 2013 read with Rule 12 of the Companies (Pro-
spectus & Allotment of Securities) Rules, 2014, whenever a company having a share
capital makes any allotment of its securities, the company shall file with the ROC a return
of allotment in Form PAS-3 within 30 days.

The Supreme Court held that no return of allotment is required to be filed for forfeited
shares when the same were re-issued. The Court observed that when a share is forfeited
and re-issued, there is no allotment, in the sense of appropriation of shares out of the
authorized and un-appropriated capital. [Sri Gopal Jalan & Co. v. Calcutta Stock Exchange
Association Lid. 1963-(033)-Com Cases-0862- SC]

Thus, Confident Ltd. need not to file return of allotment for reissue of forfeiture of 50,000
shares and action taken by the ROC is not tenable under the law.

Q.5.

(a) Spectacular Ltd. wants to make an application to Registrar of Companies (ROC) for
removal of its name under section 248(2) of the Companies Act, 2013 from register. It
is understood that the application, inter alia, shall be accompanied by an ‘affidavit’ by
every director of the company. You are a practising Company Secretary. The company
has approached you to draft such an affidavit. Help the company.

(8 marks)
(b) In the 25th Annual General Meeting (AGM) of Lazy Ltd. some sharehoiders demanded

that a poll be taken in respect of one of the resolution proposed in the notice of AGM on
which voting was yet to be taken on a show of hands. Prepare the announcement to be

made by the Chairman of the meeting in corglection with the poll.
a - (8 marks)
Ans. 5:
@ '
FORM No. STK - 4
AFFIDAVIT
(To be given individually by every Director)
[Pursuant to Section 248(2) read with clause (iti) of sub-rule (3) of Rule 4]
{11 Directorof (hereinafter called “the Company”), incorporated on

under the Companies Act, 2013 or the Companies Act, 1956 having its registered office at
and having CIN do solemnly affirm and state as under:

OB! S/oShri Holder of DIN/Income Tax PAN/Passport number :
(copy of Income Tax PAN/Passport duly attested by a Company Secretary) am Director of the
Company stated above since (mention date of appointmeni).

(i)) My present residential address is (copy of documentary evidence duly attested by
Company Secretary) is enclosed. . . :

' (copy of documentary evidence duly attested by a Company

(ii) My permanent addressis
Secretary) is enclosed.

(iv) The Company does not maintain any bank account as on date.
(v) The Company
ities as on date.

(v) TheCompany hasbeeninoperative from the date ofits incorporation/The Company commenced
business/ operations/commercial activity after incorporation but has been inoperative for the
past year(s) due to following reasons :

(mention name of the Company) does not have any assets and liabil-

(Give the reasons here)
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vii) Asond 7 ‘e any . ;
(vii)y As on date, the Company does not have any dues towards Income Tax/Sales Tax/Central Ex-

/ET

cise/Banks and Financial Institutions; and othe: ; !

/ban 1CK S S, an er Central or State Government Departmeris/

Authorities or any Local Autherities. nent Separiment !
i
|
¢

(vii)y 1 further affirm that -
(1) No inquiry, technical scrutiny, inspection or investigation is ordered ¢ pending;
against the company; T

(i)} No prosecution or any compounding application for any offence under the Act or under
any of the other Acts is pending against the company or against the undersigned; ‘i

(i) The company is neither listed nor delisted for non-compliance of listing agreement;
(iv) The company is not a company incorporated for charitable purposes under section 8 of :
the Companies Act, 2013 or Section 25 of the Companies Act, 1956;
(v) The company does not have any management dispuies or there is no litigation pending
with regard to management or shareholding of the company;
(vi) Noorder is in operation staying filing of the documents by a court or tribunal or any other
competent authority;
(vig fhe company is not prevented from making the applications for strike off as mentioned
in Section 249 of the Companies Act, 2013,
I solemnly state that the contents of this affidavit are true to the best of my knowledge and belict and
that it conceals nothing and that no part of it is false.

Signature:

{Deponent)
Verification:
I verify that the contents of this affidavit are true to the best of my knowledge and belief.
Place: Signature: ;
° {Deponent) [
Date: [

Note: Attention is also drawn fo provisions of Section 449 which provide for punishment for false
evidence.

(b) Voting by show of hands [Section 107]: At any general meeting, a resolution put to the
vote of the meeting shall in the first instance be decided on a show of hands.

A declaration by the Chairman of the meeting of the passing of a resolution by show of
hands shall be conclusive evidence of the fact of passing of such resolution, unless a poll
is demanded before or immediately on declaration by Chairuan.

Demand for Poll [Section 109]: Before or on the declaration cf the result of the voting

on any resoliitioii i skiow of hiarnds, 2 poll inay be ordered to be taken by the Chairman

of the meeting on his own motion, and shall be ordered to be taken by him on a demand
~made in that behalf by the following persons: ,

(@) In the case a company having a share capital: By the members present in person
or by proxy, and having not less than 1/10th of the total voting power or holding
shares on which an aggregate sum of not less than Rs. 500,000 or such higher
amount as may be prescribed, has been paid-up and

(b) In the case of any other company: By any member or members present in person
or by proxy, where allowed, and having not less than 1/10th of the total voting
power.

The demand for a poll may be withdrawn at any time by the persons who made the de-
mand.
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Time for taking poll and declaring the result: A poll shall be taken forthwith, if it is de-
manded for adjournment of the meeting or appointment of Chairman of the meeting.
A poll shall be taken at such time, not being later than 48 hours from the time when the
demand was made on any other question.

Where a poll is to be taken, the Chairman of the meeting shall appoint such number of
persons, as he deems necessary, to scrutinize the poll process and votes given on the poll
and to report thereon to him in the manner as may be prescribed.

The result of the poll shall be deemed to be the decision of the meeting on the resolution
on which the poll was taken.

Announcement by chairman

As per Section 109 of the Companies Act, 2013 a poll has to be taken before or on the
declaration of the result of the voting on any resolution on show of hands.

As some shareholder holding requisite shares as stated in Section 109 of the Companies

Act, 2013 requested to take poll on Item No. ....... listed in notice of the meeting and in
line with best practice, poll voting at the meeting will be conducted at the end of meeting
using the electronic system provided by ......... , the Company's Registrar.

[ believe that voting on a poll will result in the most accurate reflection of the views of
shareholders by ensuring that every vote is recognized, including all votes of proxies.
On a poll, each shareholder has one vote for every share held.

Poll voting will conducted at the end of meeting as discussed. I request all the members
and proxies 1o cast their valuable votes and help the company 1o conduct voting in fair
and transparent manner. 6

@
o

Semon Lid, a strategic investor was introduced in Raybon Pvt. Lid. to bring a new
technology or investment. Such strategic investor wishes to protect its interests in the
company. Advise how he can safeguard its interests through Articles of Association of
the company.

(4 marks)

(b) Serious Ltd. is having three factories in Chennai. The company wants to sell one of the

factory. Can the company sell its factory ? Further, assuming that the company has also
borrowed credit facilities from the bank, explain the statutory provisions under the Com-

panies Act, 2013.
(4 marks)

(¢) The Mumbai Bench of National Company Law Tribunal has received a petition for

winding up of Presentable Commodities Ltd. Pramod, Manager (Human Resource) of
the company wants to know from you, Secretary of the company, what orders can be
passed by the Tribunal in this regard. Advise Pramod, under the relevant provisions of
the Companies Act, 2013. : ,

(4 marks)

(d) Inascheme of amalgamation, it was proposed that name of the transferor company shall

be deemed to be name of transferee company. The Regional Director (RD), Ministry of
Company Affairs, objected to the same on the ground that proposed name is undesirable
if it is identical with or too nearly resembling name of an existing company. Decide if the
stand taken by the RD is valid under the Companies Act, 2013. Reference may be made

of decided case laws.
(4 marks)
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Ans. 6:

(a) As per Section 2(5) of the Companies Act, 2013, Article means the articles of association

f (b)

of acom pany as originally framed or as altered from time to time or applied in pursuance
ol any previous company law or of this Act.

The articles of association Qf a company are its by-laws or rules and regulations that
govern the management of its internal affairs and the conduct of its business. The arti-
cles play a very important role in the affairs of a company. It deals with the rights of the
members of the company inter se.

The Companies Act, 2013 recognizes an interesting concept of entrenchment. The en-
trenchment provisions allow for certain clauses in the articles 10 be amended upon sat-
isfaction of greater conditions or restrictions than those prescribed under the Act. (such
as obtaining a 100% conseni)

This provision acts as a protection fo the minority shareholders. This shall empower the
gnforcemem of any pre-agreed rights and provide greater certainty to investors, especially
in joint ventures and strategic investors.

Thus, by making entggnchment provisions the article may be altered only if conditions
or proc_edures that are more restrictive than those applicable in the case of a special
resolution, are met or complied with. {Section 5(3)]

The provisions for entrenchment shall be made either on formation of a company, or by

- anamendment in the articles dgreed 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. [Section
5(4)]

Where the articles contain provisions for entrenchment, whether made on formation
or by 2_1mendment, the company shall give notice to the Registrar of such provisions in
prescribed form. [Section 5(5)]

Keeping in view above discussion, Semon Ltd. is advised to bring neceésa;y amegdments
by incorporating entrenchment provisions in the article of association of Raybon Lid. to
protect its interest.

As per Section 180(1) of the Companies Act, 2013, the board of directors of a public com-
pan§} shall exercise the following powers only with the consent of company by a special
resolution: .

(@) Sell, lease or dispose of the whole of the undérta.kin'g of the company;

(b) Invest the amount of compensation received by it as a result of any merger or
amalgamation;

{¢) Borrow money, where the money to be borrowed, 1ogether with the money already
borrowed by the company willexceed aggregate of its paid-up share capital and free
reserves and securities premium; (however, if amount borrowed is temporary loan
from the company's bankers in the ordinary course of business then this clause is
not applicable, hence members consent by way of special resolution is not required)

(d) Remit, or give time for the repayment of, any debt due from a director.

Undertaking shall mean an undertaking in which the investment of the company exceeds
20% of its net worth as per the audited balance sheet of the preceding financial year or an
undertaking which generates 20% of the total income of the company during the previous
financial year. '
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Substantially the whole of the undertaking in any financial year shall mean 20% or more
of the value of the undertaking as per the audited balance sheet of the preceding financial
year.

Keeping in view above provisions answer to given case is as follows:

(i) Serious Ltd. can dispose of its undertaking by passing special resolution if the in-
vestment in its undertaking which it proposed to sell exceeds 20% of its net worth as
per the audited balance sheet of the preceding financial year or if such undertaking
generates 20% of the total income of the compary during the previous financial
year.

However, if the undertaking proposed to be sold does not fulfil the criteria stated

above then such undertaking can be sold by passing resolution at the board meeting

subject to compliance of provisions of the article of association of the company.

(id) If Serious Ltd. also has borrowed facilities from the bank then prior approval of

bank should also be taken if the loan agreement contains a provision régarding

disposal of any assets or.undertaking subject to prior approval of the bank.
Powers of Tribunal [Section 273]: The Tribunal may, on receipt of a petition for winding
up under section 272 pass any of the following orders, namely:

(a) dismiss it, with or without costs; ;

(b) make any interim order as it thinks fit;

(¢) appoint a provisional liquidator of the company till the making of a winding up
order;

(d) make an order for the winding up of the company with or without costs; or

(¢) any other order as it thinks fit. ,

An order shall be made within 90 days from the date of presentation of the petition.

Before appointing a provisional liquidator, the Tribunal shall give notice to the company
and afford a reasonable opportunity to it to make its representations, if any, unless for
special reasons to be recorded in writing, the Tribunal thinks fit to dispense with such

notice.

The Tribunal shall not refuse to make a winding up order on the ground only that the
assets of the company havé been miortgaged for an amount equal to or in excess of those
assets, or that the company has no assets.

Where a petition is presented on the ground that itis just and equitable that the company
should be wound up, the Tribunal may refuse to make an order of winding up, if it is of

@

the opinion that some other remedy is available to the petitioners and that they are acting
unreasonably in seeking to have the company wound up instead of pursuing the other
remedy. )

Power to Order Costs [Section 298]: The Tribunal may, in the event of the assets of a
company being insufficient to satisfy its liabilities, make an order for the payment out of
the assets, of the costs, charges and expenses incurred in the winding up, in such order
of priority inter seas the Tribunal thinks just and proper i

In Re: Michelin India Private Limited [MANU/TN/0817/2015] Madras High Court:

In a scheme of amalgamation, it was proposed that name of the transferor company shall
be deemed to be name of the transferee company. The Regional Director, Ministry of
Company Affairs (MCA), objected to the same on the ground that as per General Circu-
far of MCA on Name Availability Guidelines, 2011, a proposed name is considered to be
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undesirable if it is identical with or too nearly resembling with name of the company in
existence and names already approved by the Registrar of Companies. The Transleree
Company shall follow the Procedures and Rules laid down for such change of name.

Madras High Court held that General Circular of MCA does not have any mandatory
effect and it is merely advisory in character. High Court also considered section 13 of
the Companies Act, 2013 and observed that Chapter XV of Companies Act, 2013 is a
complete code by itself on the subject of arrangement/compromise and reconstruction
comprehensive enough to include a change in the name consequent on the amalgamation
or arrangement.

Thus, objections raised by Regional Director is not valid.
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