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Ashish Ltd. having a net-worth of 80 crores and turnover of 30 crores wants to
accept deposits from public other than its members. Referring to the provisions of
the Companies Act, 2013, state the conditions and the procedures to be followed by
Ashish Ltd. for accepting deposits from public other than its members. (RTP May’
19)/ (Nov’ 17)

According to section 76 of the Companies Act, 2013, a public company, having
 net worth of not less than 100 crore rupees or
 turnover of not less than 500 crore rupees,

and which has obtained the prior consent by a special resolution and filed it with the
Registrar of Companies before making any invitation to the Public for acceptance of deposit
can accept deposits from persons other than its members.
However, an eligible company, which is accepting deposits within the limits specified under
180 (1) (c) may accept deposits by means of an ordinary resolution.
The company must comply with the provision of section 73 and the Rules laid down by the
Central Government in consultation with the Reserve Bank of India.
As per section 73 read along with Companies (Acceptance of Deposits) Rules, 2014, for
accepting the deposits the company has to fulfill the following conditions:

a) issue a circular to its members including therein a statement showing
 the financial position of the company,
 the credit rating obtained,
 the total number of depositors and
 the amount due towards deposits in respect of any previous deposits accepted

by the company and
 such other particulars in such form and in such manner as may be prescribed;

b) file a copy of the circular along with such statement with the Registrar within 30 days
before the date of issue of the circular;

c) depositing, on or before 30th April each year, a sum not less than 20% of the amount
of its deposits maturing during the following financial year and kept in a scheduled
bank in a separate bank account to be called deposit repayment reserve account;
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d) certifying that the company has not committed any default in the repayment of deposits
accepted either before or after the commencement of this Act or  payment of interest
on such deposits and where a default had occurred, the company made good the default
and a period of five years had lapsed since the date of making good the default; and

e) providing security, if any for the due repayment of the amount of deposit or the interest
thereon including the creation of such charge on the property or assets of the company.
Where a company does not secure the deposits or secures such deposits partially, then,
the deposits shall be termed as ‘‘unsecured deposits’’ and shall be so quoted in every
circular, form, advertisement or in any document related to invitation or acceptance of
deposits. The security shall be created within 30 days from the date of acceptance of
the deposits.

f) The company shall obtain a rating (including its net-worth, liquidity and ability to pay
its deposits on due date) from a recognised credit rating agency and the rating shall be
obtained for every year during the tenure of deposits.

In the above case Ashish Ltd. has a net worth of 80 crores and turnover of 30 crores
As both the turnover and net worth is less than the prescribed limits it cannot accept deposit
from public other than its members. If it fulfills the eligibility it can accept deposits from the
public after fulfilling the conditions specified.
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State the procedure to be followed by companies to accept deposits from its
members according to the Companies Act, 2013. What are the exemptions
available to the Private Limited Companies? (Nov’ 18)

As per section 73(2) of the Companies Act, 2013, a company may by passing a
resolution at the meeting and subject to such rules as may be prescribed in consultation with
the Reserve Bank of India, accept deposits from its members subject to the fulfillment of the
following conditions:

a) issue a circular to its members including therein a statement showing
 the financial position of the company,
 the credit rating obtained,
 the total number of depositors and
 the amount due towards deposits in respect of any previous deposits accepted

by the company and
 such other particulars in such form and in such manner as may be prescribed;

b) file a copy of the circular along with such statement with the Registrar within 30 days
before the date of issue of the circular;

c) depositing, on or before 30th April each year, a sum not less than 20% of the amount
of its deposits maturing during the following financial year and kept in a scheduled
bank in a separate bank account to be called deposit repayment reserve account. This
account shall be used only for repayment of deposits.

d) certifying that the company has not committed any default in the repayment of
deposits accepted either before or after the commencement of this Act or  payment of
interest on such deposits and where a default had occurred, the company made good
the default and a period of five years had lapsed since the date of making good the
default; and
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e) providing security, if any for the due repayment of the amount of deposit or the
interest thereon including the creation of such charge on the property or assets of the
company. Where a company does not secure the deposits or secures such deposits
partially, then, the deposits shall be termed as ‘‘unsecured deposits’’ and shall be so
quoted in every circular, form, advertisement or in any document related to invitation
or acceptance of deposits. The security shall be created within 30 days from the date
of acceptance of the deposits.

Every deposit accepted by a company shall be repaid with interest in accordance with the
terms and conditions of the agreement. Where a company fails to repay the deposit or part
thereof or any interest thereon, the depositor concerned may apply to the Tribunal for an
order directing the company to pay the sum due or for any loss or damage incurred by him as
a result of such non-payment and for such other orders as the Tribunal may deem fit.

Exemptions to Private Limited Companies
In case of private company points (a) to (d) above shall not apply to if it-

A. accepts from its members monies not exceeding 100% of aggregate of the paid up
share capital, free reserves, and securities premium accounts, or

B. which is a start-up, for five years from the date of its incorporation; or
C. which fulfils all of the following conditions, namely:-

i. It is not an associate or a subsidiary company of any other company;
ii. if the borrowings of such a company from banks or financial institutions or any

body corporate is less than twice of its paid up share capital or fifty crore
rupees, whichever is lower; and

iii. such company has not defaulted in the repayment of such borrowings
subsisting at the time of accepting deposits under this section:

The company referred to in clauses (A), (B) or (C) shall file the details of monies accepted to
the Registrar.
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Explain provisions for 'Appointment of Trustee for Depositors' under the
Companies Act, 2013(May’ 18)

1. Every company accepting deposits shall not issue a circular or advertisement inviting
secured deposits unless the company has appointed one or more trustees for depositors
for creating security for the deposits.

2. A written consent shall be obtained from the trustee for depositors before their
appointment. This shall be stated in the circular.

3. The company shall execute a deposit trust deed in DPT-2 at least seven days before
issuing the circular or circular in the form of advertisement.

4. A person shall not be appointed as a depositor if:
i. is a director, key managerial personnel  or any other officer or an employee of

the company or of its holding, subsidiary or associate company or a depositor
in the company;

ii. is related to any person specified in clause (a)
iii. is indebted to the company, or its subsidiary or its holding or associate

company or a subsidiary of such holding company;
iv. has any material pecuniary relationship with the company;
v. has entered into any guarantee arrangement in respect of principal debts

secured by the deposits or interest thereon;
5. The trustee shall not be removed from office after the issue of circular or

advertisement and before the expiry of his term except with the consent of all the
directors present at a meeting of the board. In case the company is required to have
independent directors, at least one independent director shall be present in such
meeting of the Board. .
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Referring to the provisions of the Companies Act, 2013, examine the validity of
the following:
ABC Limited having a net worth of 120 crore rupees wants to accept deposit from
its members. They have approached you to advise them regarding that if they fall
within the category of eligible company, what special care has to be taken while
accepting such deposit from members. (MT Mar’ 19)

As per section 76 read with Companies (Acceptance of Deposits) Rules, 2014 an
“Eligible company” means a public company having a
 net worth of not less than 100 crore rupees or
 turnover of not less than 500 crore rupees

and which has obtained the prior consent by a special resolution and filed it with the
Registrar of Companies before making any invitation to the Public for acceptance of deposit
can accept deposits from persons other than its members.
However, an eligible company, which is accepting deposits within the limits specified under
180 (1) (c) may accept deposits by means of an ordinary resolution.
The eligible company shall not accept or renew deposits (amount of deposit to be accepted
and the deposits outstanding) exceeding 10% of the aggregate of paid up capital, free
reserves and securities premium from its members.
In the above case ABC Limited is a public company having a net worth of 120 crore. As per
the definition of an eligible company if the company fulfils any one of the condition it shall
be and eligible company. Such company can accept deposits from its members as well as
persons other than its members.

Thus, ABC Ltd. is an eligible company and while accepting deposits from its members it
must ensure that acceptance deposits from members does not exceed 10% of the aggregate of
the Paid-up share capital, free Reserves and securities premium account of the company.
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Atul Ltd. has passed a resolution in its general meeting regarding accepting
deposits from its members. Can this company accept deposits from its members
under the Companies Act, 2013? If yes, state the conditions to be fulfilled
regarding this. (May’ 16)

According to Section 73 of the Companies Act, 2013 a company may accept
deposits from its members. The company must pass a resolution at the general meeting for
such acceptance and must accept it subject to the Rules as may be prescribed in consultation
with the Reserve Bank of India and subject to the fulfillment of the following conditions :-

a) issue a circular to its members including therein a statement showing
 the financial position of the company,
 the credit rating obtained,
 the total number of depositors and
 the amount due towards deposits in respect of any previous deposits accepted

by the company and
 such other particulars in such form and in such manner as may be prescribed;

b) file a copy of the circular along with such statement with the Registrar within 30 days
before the date of issue of the circular;

c) depositing, on or before 30th April each year, a sum not less than 20% of the amount
of its deposits maturing during the following financial year and kept in a scheduled
bank in a separate bank account to be called deposit repayment reserve account;

d) certifying that the company has not committed any default in the repayment of
deposits accepted either before or after the commencement of this Act or  payment of
interest on such deposits and where a default had occurred, the company made good
the default and a period of five years had lapsed since the date of making good the
default; and

e) providing security, if any for the due repayment of the amount of deposit or the
interest thereon including the creation of such charge on the property or assets of the
company. Where a company does not secure the deposits or secures such deposits
partially, then, the deposits shall be termed as ‘‘unsecured deposits’’ and shall be so
quoted in every circular, form, advertisement or in any document related to invitation
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