THE COMPANIES (AMENDMENT) BILL, 2003
A

BILL
further to amend the Companies Act, 1956.
BE it enacted by Parliament in the Fifty-fourth Year of the Republic of India as
follows:—
1. (1) This Act may be called the Companies (Amendment) Act, 2003.
(2) It shall come into force on such date as the Central Government may, by notification in the
Official Gazette, appoint:
Provided that different dates may be appointed for different provisions of this Act and any reference
in any such provision to the commencement of this Act shall be construed as a reference to the
commencement of that provision.
2. In section 2 of the Companies Act, 1956 (hereinafter referred to as the principal Act),—
(a) for clause (1A), the following clauses shall be inserted, namely:—
‘(1A) “accounting standards” means the standards of accounting, recommended by the
Institute of Chartered Accountants of India, constituted under the Chartered Accountants Act,
1949, and which may be prescribed by the Central Government in consultation with the
National Advisory Committee on Accounting Standards constituted under sub-section (1) of
section 210A;
(1AA) “alter” and “alteration” shall include the making of additions and omissions;’;
(b) for clause (8), the following clause shall be substituted, namely:—
‘(8) “book and paper” and “book or paper” include accounts, deeds, vouchers, writings
and documents, maintained on paper or computer network, floppy, diskette, magnetic cartridge
tape, CD-rom or any other computer readable media;’;
(c) after clause (9), the following clauses shall be inserted, namely :—
‘(9A) “chartered accountant” means a chartered accountant as defined in clause (b) of
sub-section (1) of section 2 of the Chartered Accountants Act, 1949 and who has obtained a
certificate of practice under sub-section (1) of section 6 of that Act;
(9B) “chief accounts officer” means the chief accounts officer, of a company appointed
under section 215A, by whatever name called;’;
(d) after clause (10A), the following clause shall be inserted, namely:—
‘(10B) “cost accountant” means a cost accountant as defined in clause (b) of sub-section
(1) of section 2 of the Cost and Works Accountants Act, 1959 and who has obtained a
certificate of practice under sub-section (1) of section 6 of that Act;’;
(e) clause (14) shall be omitted;
(f) for clause (15), the following clause shall be substituted, namely:—
‘(15) “document” includes summons, notice, requisition, order, other legal process, and
registers, whether issued, sent or kept in pursuance of this Act or any other law for the time
being in force, whether maintained in any medium capable of being retrieved by any electronic
means or in any other manner;’;
(g) for clause (19AA), the following clauses shall be substituted, namely:—

‘(19AA) “independent director” means a director referred to in section 252A;’
(19AAA) “industrial company” means a company which owns one or more industrial
undertakings;
(h) for clause (19AB), the following clause shall be substituted, namely:—
‘(19AB) “industrial undertaking” means any undertaking, pertaining to any of the
industries specified for the time being in the First Schedule to the Industries (Development and
Regulation) Act, 1951, carried on in one or more factories by any company; and includes
ancillary industrial undertaking as defined in clause (aa) of section 3 of that Act but does not
include a small-scale industrial undertaking as defined in clause (j) of that section;’.
(i) for clause (22), the following clause shall be substituted, namely:—
‘(22) “issued generally”, in relation to a prospectus or an abridged prospectus, or any
other like document, means issued to persons irrespective of their being existing members or
debenture-holders of the body corporate to which the prospectus or abridged prospectus or such
other like document relates;’;
(j) clause (27) shall be omitted;
(k) in clause (30), for the words “or secretary”, the words “secretary or chief accounts officer”
shall be substituted;
(l) for clause (33), the following clause shall be substituted, namely:—
‘(33) “prescribed” means prescribed by rules made under this Act;’;
(m) for clause (36), the following clause shall be substituted, namely:—
‘(36) “prospectus” means any document described or issued as a prospectus and includes
any notice, circular, advertisement or other document inviting offers from the public for the
subscription or purchase of any securities of a body corporate, but does not include an
information memorandum or like document issued prior to the issue of a prospectus;’;
(n) after clause (39), the following clause shall be inserted, namely:—
‘(39A) “register” means the register of members of a company and includes the register
of debenture-holders or holders of other securities maintained on paper or computer network,
floppy, diskette, magnetic cartridge tape, CD-rom or any other computer readable media;’.
3. In section 3 of the principal Act, after sub-section (5), the following proviso shall be inserted,
namely:—
Provided that in case the private company or a public company,—
(i) fails to enhance its paid up capital in accordance with the provisions of this section; or
(ii) is not carrying on business or in operation referred to in section 560, the liability of every
director or manager or shareholder of such company shall beocme unlimited.
4. In section 4 of the principal Act,—
(a) in sub-section (1),—
(i) for clause (b), the following clause shall be substituted, namely:—
“(b) that the other exercises or controls more than one-half of its total voting power
in a case where it has issued securities and such securities have the same voting rights as
equity shares;or”;
(ii) for clause (c) and Illustration, the following clause shall be substituted, namely:—
“(c) that the other holds more than one-half in value of its paid-up capital, in any
other case.”;
(b) after sub-section (1), the following sub-section shall be inserted, namely:—
“(1A) No company which is a subsidiary of another company shall, after the

commencement of the Companies (Amendment)Act, 2003, become a holding
company.”;
(c) in sub-section (7), for the words “the entire share capital”, the words “not less
than ninety-nine per cent. of the share capital” shall be substituted.
5. In section 5 of the principal Act, after clause (b), the following clauses shall be inserted, namely:—
“(ba) any other director in respect of contravention of any of the provisions of this Act which
had been committed with his consent or connivance or is attributable to any neglect on his part;
(bb) the chief accounts officer;
(bc) every employee, who is in receipt of remuneration more than the remuneration drawn by
the managing director or any whole-time director in the company in which such an employee is
employed and who himself or along with his spouse and dependent children holds not less than two
per cent. of the equity share capital of the company;
(bd) the share transfer agents, bankers, registrars to the issue, merchant bankers, in respect of
the issue or transfer of any securities of the company;
(be) debenture trustee;”.
6. In section 10 of the principal Act, in sub-section (2), clause (b) shall be omitted.
7. In section 11 of the principal Act,—
(a) in sub-section (1), for the words “some other Indian law”, the words “any other law for the
time being in force” shall be substituted;
(b) in sub-section 2,—
(i) for the words “some other Indian Law”, the words “any other law for the time being in
force” shall be substituted;
(ii) the following proviso shall be inserted, namely:—
“Provided that in the case of an association of persons or partnership formed for the
purpose of carrying on the profession of advocates, chartered accountants, cost accountants,
company secretaries, doctors, architects or such other profession, as may be specified, by
notification in the Official Gazette in this behalf by the Central Government, this sub-section
shall have effect as if for the words “twenty persons”, the words “fifty persons” had been
substituted.”;
(c) in sub-section (5), for the words “ten thousand rupees”, the words “fifty thousand rupees”
shall be substituted.
8. For section 13 of the principal Act, the following section shall be substituted, namely:—
“13. (1) The memorandum of every company formed after the companies (Amendment) Act,
2003 shall state—
(a) the name of the company with “Limited” as the last word of the name in the case of a
public limited company, and with “Private Limited” as the last words of the name in the case of
a private limited company;
(b) the State in which the registered office of the company is to be situate;
(c) (i) the main objects of the company to be pursued by the company; and
(ii) other objects of the company not included in sub-clause (i);
(d) that the liability of the members is limited by shares or by guarantee and, if so, it shall
state that the liability of its members is limited;
(e) the share capital of the company;
(f) the name of each subscriber, his address, description and occupation, if any, who shall

sign in the presence of at least one witness who shall attest the signature and likewise add his
address, description and occupation, if any.
(2) The memorandum of a company limited by guarantee shall also state that each member
undertakes to contribute to the assets of the company in the event of its being wound up while he is a
member or within one year after he ceases to be a member, for payment of the debts and liabilities of
the company, or of such debts and liabilities of the company as may have been contracted before he
ceases to be a member, as the case may be, and of the costs, charges and expenses of winding up, and
for adjustment of the rights of the contributories among themselves, such amount as may be required,
not exceeding a specified amount.
(3) In the case of a company having a share capital—
(a) unless the company is an unlimited company, the memorandum shall state the amount
of share capital with which the company is to be registered and the division thereof into shares
of a fixed amount;
(b) no subscriber of the memorandum shall take less than one share; and
(c) each subscriber of the memorandum shall write opposite his name the number of
shares he takes.
(4) There shall be affixed two clear copies of recent photographs of all subscribers to the
memorandum and the witness and each such photograph shall be signed by the subscriber and the
witnesses alongwith proof of the identity of the subscribers”.
(5) The memorandum shall—
(a) be printed electronically or otherwise as may be prescribed;
(b) be divided into paragraphs numbered consecutively.
9. Sections 15, 15A and 15B of the principal Act shall be omitted.

10. In section 22 of the principal Act, in sub-section (1), for the proviso, the following provisos shall
be substituted, namely:—
“Provided that the Central Government may, on the ground of the security of the State or public
interest, direct any company, within twelve months of its first registration or at any time thereafter, to
change its name and such company shall forthwith change its name:
Provided further that no application under clause (ii) made by a registered proprietor of a
trademark after five years of coming to notice of registration of the company shall be considered by
the Central Government.”.
11. In section 25 of the principal Act,—
(a) in sub-section (1), in clause (a), for the words “useful object, and”, the words “useful
object, not confined to one state, and” shall be substituted;
(b) for sub-section (6), the following sub-section shall be substituted, namely:—
“(6) The Central Government may, by general or special order and to the extent specified
in such order, exempt a body to which a licence is granted under this section, from such of the
provisions of this Act as may be specified therein.”.
12. For section 30 of the principal Act, the following section shall be substituted,
namely:—
“30. (1) Articles shall—
(a) be printed, either electronically or in such manner, as may be prescribed;
(b) be divided into paragraphs numbered consecutively;

(c) state the name of each subscriber, his address, description and occupation, if any, who
shall sign in the presence of at least one witness who shall attest the signature and shall
likewise add his address, description and occupation, if any.
(2) There shall be affixed two clear copies of recent photographs of all the subscribers of the
memorandum and the witness and each such photograph shall be signed by the subscriber and the
witnesses alongwith proof of the identity of the subscribers.”.
13. In section 32 of the principal Act,—
(a) in sub-section (1), in clause (b), after the words “under this Act”, the words “as an unlimited
company” shall be inserted;
(b) in sub-section (3), for the words “limited company”, the words “limited company or
registration of a limited company as an unlimited company” shall be substituted.
14. In section 39 of the principal Act,—
(a) in sub-section (1), for the words “a fee of one rupee”, the words “such fee as may be
prescribed” shall be substituted;
(b) in sub-section (2), for the words “five hundred rupees”, the words “one thousand rupees”
shall be substituted.
15. In section 40 of the principal Act, in sub-section (2), for the words “one hundred rupees”, the
words “one thousand rupees” shall be substituted.
16. In section 42 of the principal Act,—
(a) in sub-section (3), the words “either at the commencement of this Act or” shall be omitted;
(b) after sub-section (3), the following sub-section shall be inserted, namely:—
“(3A) Where a subsidiary company continues to be a member of a holding company
under sub-section (3), nothing in this section shall prejudice its rights to be allotted bonus
shares of such holding company.”.
17. In section 51 of the principal Act,—
(a) for the words “leaving it at its registered office”, the words “leaving it at its registered office
or by means of electronic mode or by such other means as may be prescribed” shall be substituted;
(b) in the proviso, for the words “floppies or discs”, the words “floppies or discs or by such
other means as may be prescribed” shall be substituted.
18. In section 52 of the principal Act, for the words “ for, him at his office”, the words “for, him at
his office or by such other means as may be prescribed” shall be substituted.
19. For section 53 of the principal Act, the following section shall be substituted, namely:—
“53. (1) A document may be served by a company on any member or a holder of any other
security thereof either personally, or by sending it in the manner provided in section 51 to his
registered address, or if he has no registered address in India, to the address, if any, within India
supplied by him to the company for the giving of notices to him or by advertising it in a newspaper
circulating in the neighbourhood of the registered office of the company.
(2) Where a document is sent by post,—
(a) service thereof shall be deemed to be effected by properly addressing, prepaying and
posting a letter containing the document:
Provided that where a member or a holder of any other security has intimated to the
company in advance that documents should be sent to him under a certificate of posting or by
registered post with or without acknowledgment due and has deposited with the company a
sum sufficient to defray the expenses of doing so, service of the documents shall not be deemed

to be effected unless it is sent in the manner intimated by the member; and
(b) such service shall be deemed to have been effected—
(i) in the case of a notice of a meeting, at the expiration of forty-eight hours after
the letter containing the same is posted; and
(ii) in any other case, at the time at which the letter would be delivered in the
ordinary course of post.
(3) A document advertised under sub-section (1) shall be deemed to be duly served on the day,
on which the advertisement appears, on every member or a holder of any security of the company
who has no registered address in India and has not supplied to the company an address within India
for giving of notices to him.
(4) A document may be served by the company on the joint-holders of a security by serving it
on the joint-holder named first in the register in respect of the security.
(5) A document may be served by the company on the person or persons entitled to a security
in consequence of the death or insolvency of a member by sending it through the post in a pre-paid
letter addressed to him or them by name, or by the title of representatives of the deceased, or
assignees of the insolvent, or by any like description, at the address, if any, in India supplied for the
purpose by the persons claiming to be so entitled, or until such an address has been so supplied, by
serving the document in any manner in which it might have been served if the death or insolvency
had not occurred.”.
20. In section 56 of the principal Act,—
(a) in sub-section (2), for the words “shares in or debentures of”, the words “securities of” shall
be substituted;
(b) after sub-section (2), the following sub-section shall be inserted, namely:—
“(2A) Where any prospectus is published as a newspaper advertisement, or in any other
manner, it shall be in the form of an abridged prospectus.”;
(c) in sub-section (3),—
(i) for the words “for shares in or debentures of”, the words “for securities of” shall be
substituted;
(ii) for the words “shares or debentures”, the word “securities” shall be substituted;
(d) for sub-section (5), the following shall be substituted, namely:—
“(5) This section shall not apply—
(a) to the issue to the existing members or the holders of securities of a company of
a prospectus, letter of offer or form of application relating to securities of the company,
whether an applicant for securities will or will not have the right to renounce the
securities in favour of other persons; or
(b) to the issue of a prospectus or form of application relating to securities which
are, or are to be, in all respects uniform with securities previously issued and for the time
being dealt in or quoted on a recognised stock exchange,
but, subject as aforesaid, this section shall apply to a prospectus or a form of application,
whether issued on or with reference to the formation of a company or subsequently.”.
21. In sections 57 and 58 of the principal Act, for the words “shares in or debentures of”, the words
“securities of” shall respectively be substituted.
22. For section 60 of the principal Act, the following section shall be substituted, namely:—

“60. (1) No prospectus shall be issued by or on behalf of a company or in relation to an
intended company unless, on or before the date of its publication, there has been delivered to the
Registrar for registration, a copy thereof signed by every person who is named therein as a director or
proposed director of the company or by his agent authorised in writing, and having endorsed thereon
or attached thereto—
(a) any consent to the issue of prospectus and statement of an expert required under
section 58; and
(b) in the case of a prospectus issued generally, also—
(i) a copy of every contract required by Schedule II to be specified in the prospectus, or,
in the case of a contract not reduced into writing, a memorandum giving full particulars thereof;
and
(ii) where the persons making any report required by Part II of that Schedule have made
therein, or have, without giving the reasons indicated therein, any such adjustments as are
mentioned in that Schedule, a written statement signed by those persons setting out the
adjustments and giving the reasons therefor;
(iii) and such other documents as may be prescribed:
Provided that where a company issues any foreign or Indian Depository Receipt, circular,
information memorandum or prospectus containing—
(A) price of the depository receipt issued or proposed to be issued;
(B) amount subscribed or expected to be subscribed;
(C) terms and conditions of conversion of deposit receipt into shares;
(D) other information and particulars of such Indian Depository Receipt, circular,
information memorandum or prospectus,
such circular, information memorandum or prospectus shall also be filed along with the prospectus by
the company or foreign company proposing to issue the Indian Depository Receipt:
Provided further that the information memorandum or the prospectus issued for subscription by
Indian Depository Receipt, shall be governed by the law of the country in which the registered office
of the company is situated.
(2) Every prospectus to which sub-section (1) applies shall, on the face of it,—
(a) state that a copy has been delivered for registration as required by this section; and
(b) specify any documents required by this section to be endorsed on or attached to the
copy so delivered, or refer to statements included in the prospectus which specify those
documents.
(3) The Registrar shall not register a prospectus unless the requirements of sections 55, 56, 57
and 58 and sub-sections (1) and (2) of this section have been complied with and the prospectus is
accompanied by the consent in writing of the person, if any, named therein as the auditor, legal
adviser, attorney, solicitor, banker or broker of the company or intended company, to act in that
capacity.
(4) A copy of every prospectus which has been filed for registration with the Registrar shall
simultaneously be filed with the Securities and Exchange Board of India.
(5) No prospectus shall be issued more than ninety days after the date on which a copy thereof
is delivered for registration; and if a prospectus is so issued, it shall be deemed to be a prospectus, a
copy of which has not been delivered under this section to the Securities and Exchange Board of
India or the Registrar.
(6) If a prospectus is issued without a copy thereof being delivered under this section to the
Securities and Exchange Board of India or the Registrar or without the copy so delivered having
endorsed thereon or attached thereto the required consent or documents, the company, and every
person who is knowingly a party to the issue of the prospectus, shall be punishable with fine which

shall not be less than fifty thousand rupees but which may extend to one lakh rupees.”.
23. For section 61 of the principal Act, the following section shall be substituted, namely:—
“61. A company shall not, at any time, vary the terms of a contract referred to in the prospectus
except subject to the approval of, or except on authority given by the company in general meeting.”.
24. In section 62 of the principal Act,—
(a) in sub-section (1), for the words “shares in or debentures of”, the words “securities of” shall
be substituted;
(b) for the words “shares or debentures”, wherever they occur, the word “securities” shall be
substituted.
25. In section 63 of the principal Act, in sub-section (1), for the words “two years, or with fine which
may extend to fifty thousand rupees or with both”, the words “two years, and with fine which may extend
to one lakh rupees” shall be substituted.
26. In section 64 of the principal Act,—
(a) in sub-section (1),—
(i) for the words “any shares in or debentures of”, the words “any securities of” shall be
substituted;
(ii) for the words “shares or debentures”, wherever they occur, the word “securities” shall
be substituted;
(b) in sub-sections (2) and (3), for the words “shares or debentures” wherever they occur, the
word “securities” shall be substituted.
27. For section 67 of the principal Act, the following section shall be substituted, namely:—
“67. (1) Any reference in this Act or in the articles of a company to offering securities to the
public or to invitations to the public to subscribe for securities shall, subject to any provision to the
contrary contained in this Act and subject also to the provisions of sub-sections (3) and (5), be
construed as including a reference to offering them or to invitations to subscribe for them to any
section of the public, whether selected as members or holders of the securities of the company
concerned or as clients of the person issuing the prospectus or in any other manner.
(2) Any reference in this Act or in the articles of a company to invitations to the public to
subscribe for securities shall, subject as aforesaid, be construed as including a reference to invitations
to subscribe for them extended to any section of the public, whether selected as members or holders
of the securities of the company concerned or as clients of the person issuing the prospectus or in any
other manner.
(3) No offer or invitation shall be treated as made to the public by virtue of sub-section (1) or
sub-section (2), as the case may be, if the offer or invitation can properly be regarded, in all the
circumstances—
(a) as not being calculated to result, directly or indirectly, in the securities becoming
available for subscription or purchase by persons other than those receiving the offer or
invitation; or
(b) otherwise as being a domestic concern of the persons making and receiving the offer
or invitation:
Provided that nothing contained in this sub-section shall apply in a case where the offer or
invitation to subscribe for securities is made to fifty persons or more:
Provided further that nothing contained in the first proviso shall apply to the non-banking

financial companies or public financial institutions specified in section 4A.
(4) Notwithstanding anything contained in sub-section (3), the Securities and Exchange Board
of India shall, in consultation with the Reserve Bank of India, specify, by notification in the Official
Gazette, the guidelines in respect of offer or invitation made to the public by a public financial
institution specified under section 4A or non-banking financial company referred to in clause (f) of
section 45-I of the Reserve Bank of India, 1934.
(5) Without prejudice to the generality of sub-section (3), a provision
in a company’s articles prohibiting invitations to the public to subscribe for
securities shall not be taken as prohibiting the making to members or debenture-holders of an
invitation which can properly be regarded in the manner set-forth in that sub-section.
(6) Where any question arises as to the offer of any securities by a company, including the right
to restrain any offer or issue it shall be decided by the company.
(7) The provisions of this Act relating to private companies shall be construed in accordance
with the provisions of this section.”.
28. For section 68 of the principal Act, the following section shall be substituted, namely:—
“68. (1) Any person who either by knowingly or recklessly making any statement, promise or
forecast which is false, deceptive or misleading or by any dishonest concealment of material facts,
induces or attempts to induce another person to enter into, or to offer to enter into,—
(a) any agreement for or with a view to acquiring, disposing of, subscribing for, or
underwriting securities; or
(b) any agreement the purpose or pretended purpose of which is to secure a profit to any
of the parties from the yield of securities, or by reference to fluctuations in the value of
securities,
shall be punishable with imprisonment for a term which shall not be less than six months but which
may extend to five years, and also with fine which may extend to one lakh rupees.
(2) Without prejudice to the provisions contained in sub-section (1) or any other law for the
time being in force, the person referred to in that sub-section who makes any statement, a promise or
forecast which is false, deceptive or misleading or makes dishonest concealment referred to in that
sub-section may, on an order made by the Tribunal or on an application made by the Central
Government, be liable to a penalty which shall not be less than twice the amount raised on account of
such statement, promise forecast or inducement made to persons under sub-section (1) and such
penalty may be recovered from such person and his liability for this purpose shall be unlimited.
(3) The Tribunal shall refund the money to the person or persons who entered into an
agreement under sub-section (1) out of the amount of penalty so recovered under sub-section (2).”.
29. For section 68A of the principal Act, the following section shall be substituted, namely:—
“68A. (1) Any person who—
(a) makes, in a fictitious name or description, an application to a company for acquiring,
or subscribing for, any securities therein; or
(b) makes multiple applications to a company in different names or in different
combinations of his name or his surname for acquiring or subscribing for, any securities of such
company; or
(c) otherwise induces a company to allot, or register any transfer of securities therein to
him or any other person in a fictitious name or description,
shall be punishable with imprisonment for a term which shall not be less than six months but which
may extend up to five years and also with fine which may extend to fifty thousand rupees.
(2) The provisions of sub-section (1) shall be prominently reproduced in every prospectus

issued by the company and in every form of application for securities, which is issued by the
company to any person.”.
30. For section 69 of the principal Act, the following section shall be substituted, namely:—
‘69. (1) No allotment shall be made of any securities of a company offered to the public for
subscription, unless the amount stated in the prospectus as the minimum amount which, in the
opinion of the Board of directors, has been subscribed, and the sum payable on an application for the
amount so stated has been paid to, and received by, the company, whether in cash or by cheque, or
other instrument which has been paid by the applicant.
(2) In the event of any contravention of sub-section (1), every promoter, director or other
person who is knowingly responsible for such contravention, shall be punishable with imprisonment
for a term, which may extend to two years and shall also be liable to fine which may extend to ten
thousand rupees.
(3) The amount so stated in the prospectus shall be reckoned exclusively of any amount
payable otherwise than in money, and is in this Act referred to as “the minimum subscription”.
(4) The amount payable on an application on each security shall not be less than twenty-five
per cent. of the nominal amount of the security.
(5) All moneys received from applicants for securities shall be deposited and shall continue to
be kept deposited in a separate account in a scheduled bank until the entire amount payable on
applications for securities in respect of the minimum subscription has been received by the company,
and where such amount has not been received by the company within the period specified for
repayment of amount without interest under sub-section (7), all moneys received from applicants for
shares shall be returned in accordance with the provisions of that sub-section.
(6) In the event of any contravention of the provisions of sub-section (5), the company and
every promoter and officer of the company who is in default, shall be punishable with fine which
may extend to fifty thousand rupees and if, any such money is not so repaid within six months from
the expiry of the eighth day also with imprisonment for a term which may extend to two years.
(7) If the minimum subscription is not received on the expiry of such period as may be
prescribed after the first issue of the prospectus, all moneys received from applicants for securities
shall forthwith be repaid to them without interest; and if any such money is not so repaid within eight
days thereafter, the company, every promoter and every officer of the company who is in default
shall be jointly and severally liable to repay that money with interest at such rate as may be
prescribed which shall not be lower than the prevailing bank rate, being the standard rate made public
under section 49 of the Reserve Bank of India Act, 1934.
(8) Any condition purporting to require or bind any applicant for securities to waive
compliance with any requirement of this section shall be void.
(9) Nothing in this section shall apply to a public financial institution.’.
31. In section 70 of the principal Act, after sub-section (7), the following sub-section shall be
inserted, namely:—
“(8) Nothing contained in this section shall apply on or after the commencement of the
Companies (Amendment) Act, 2003.”.
32. For section 71 of the principal Act, the following section shall be substituted, namely:—
“71. (1) An allotment made by a company to an applicant, in contravention of the provisions of
section 69, shall be voidable at the instance of the applicant, within two months from the date of such
allotment.
(2) The allotment shall be voidable as aforesaid, notwithstanding that the company is in the
course of being wound up.

(3) If any director of a company knowingly contravenes, or wilfully authorises or permits the
contravention of, any of the provisions of section 69 with respect to allotment, he shall, without
prejudice to his being liable for fine under that section, be liable to compensate the company and the
allottee respectively for any loss, damages or costs which the company or the allottee may have
sustained or incurred thereby:
Provided that proceedings to recover any such loss, damages or costs shall not be commenced
after the expiration of two years from the date of the allotment.”.
33. For section 72 of the principal Act, the following section shall be substituted, namely :—
“72. (1) (a) No allotment shall be made of any securities of a company in pursuance of a
prospectus issued generally, and no proceedings shall be taken on applications made in pursuance of
a prospectus so issued, until the beginning of the fifth day after the date on which the prospectus is
first so issued or such later time, if any, as may be specified in the prospectus:
Provided that where, after a prospectus is first issued generally, a public notice is given by
some person responsible under section 56 for the prospectus which has the effect of excluding,
limiting or diminishing his responsibility, no allotment shall be made until the beginning of the fifth
day after the date on which such public notice is first given.
(b) Nothing in the foregoing proviso shall be deemed to exclude, limit or diminish any liability
that might be incurred in the case referred to therein under the general law or this Act.
(c) The beginning of the fifth day or such later time as is mentioned in the first paragraph of
clause (a), or the beginning of the fifth day mentioned in the proviso to that clause, as the case may
be, is hereinafter in this Act referred to as “ the time of the opening of the subscription lists”.
(2) In sub-section (1), the reference to the day on which the prospectus is first issued generally,
shall be construed as referring to the day on which it is first so issued as a newspaper advertisement
or in any other manner in accordance with the provisions of sub-section (3) of section 56.
(3) The validity of an allotment shall not be affected by any contravention of the foregoing
provisions of this section, but, in the event of any such contravention, the company and every officer
of the company, who is in default, shall be punishable with fine which may extend to fifty thousand
rupees.
(4) In the application of this section to a prospectus offering securities for sale, sub-sections (1)
to (3) shall have effect with the substitution of references to sale for references to allotment, and with
the substitution for the reference to the company and every officer of the company who is in default
of a reference to any person by or through whom the offer is made and who is knowingly guilty of, or
wilfully authorises or permits, the contravention.
(5) An application for the securities of a company, which is made in pursuance of a prospectus
issued generally shall be revocable—
(a) within five days of making an application but not later the that date of closure of the
public issue; or
(b) within five days of issue of public notice having the effect under section 62 of
excluding, limiting or diminishing the responsibility of the person responsible for its issue.
(6) Notwithstanding anything contained in sub-section (5), the promoters as defined in clause
(a) of sub-section (6) of section 62 or directors or relatives or associates of such promoters or
directors as mentioned in the prospectus, if they have applied in pursuance of the prospectus, shall
not be entitled to revoke such applications.”.

34. For section 73 of the principal Act, the following section shall be substituted, namely:—
“73. (1) Every company, intending to offer securities to the public for subscription by the issue of
a prospectus shall, before such issue, make an application to one or more recognised stock exchanges
for permission for such securities to be dealt with in on the stock exchange or each such stock exchange.
(2) Where a prospectus, whether issued generally or not, states that an application under subsection (1) has been made for permission for the securities offered thereby to be dealt in one or more
recognised stock exchanges, such prospectus shall state the name of the stock exchange or, as the case
may be, each such stock exchange, and any allotment made on an application in pursuance of such
prospectus shall, whenever made, be void, if the permission has not been granted by the stock exchange
or each such stock exchange, as the case may be, before the expiry of ten weeks from the date of the
closing of the subscription lists:
Provided that where an appeal against the decision of any recognised stock exchange refusing
permission for the securities to be dealt in on that stock exchange has been preferred under section 22 of
the Securities Contracts (Regulation) Act, 1956, such allotment shall not be void until the dismissal of
the appeal.
(3) Where the permission has been granted by a recognised stock exchange for dealing in any
securities, the company shall make the allotment of securities within such period as may be prescribed
by the Securities and Exchange Board of India.
(4) Where permission has not been applied for under sub-section (1) or, such permission having
been applied for, has not been granted as aforesaid, the company shall forthwith repay without interest
all moneys received from applicants in pursuance of the prospectus, and, if any such money is not
repaid within eight days after the company becomes liable to repay it, the company and every director
of the company who is an officer in default shall, on and from the expiry of the eighth day, be jointly
and severally liable to repay that money with interest at such rate, not less than six per cent. and not
more than twenty per cent. as may be prescribed, having regard to the length of the period of delay in
making the repayment of such money.
(5) Where permission has been granted by a recognised stock exchange or stock exchanges for
dealing in any securities in such stock exchange or each such stock exchange and the moneys received
from applicants for securities are in excess of the aggregate of the application moneys relating to the
securities in respect of which allotments have been made, the company shall repay the moneys to the
extent of such excess forthwith without interest, and if such money is not repaid within eight days from
the day the company becomes liable to pay it, the company and every director of the company who is an
officer in default shall, on and from the expiry of the eighth day, be jointly and severally liable to repay
that money with interest at such rate, not less than six per cent. and not more than twenty per cent. as
may be prescribed, having regard to the length of the period of delay in making the repayment of such
money.
(6) All moneys received as aforesaid shall be kept in a separate bank account maintained with a
scheduled bank only until the permission has been granted, or where an appeal has been preferred
against the refusal to grant such permission, until the disposal of the appeal, and the money standing in
such separate account shall, where the permission has not been applied for as aforesaid, or has not been
granted, be repaid within the time and in the manner specified in sub-section (4).
(7) If default is made in complying with the provisions of sub-section (5), the company and every
officer of the company who is in default, shall be punishable with fine which may extend to fifty
thousand rupees, and where repayment is not made within six months from the expiry of the eighth day,
also with imprisonment for a term which may extend to two years.
(8) If default is made in complying with sub-section (6), the company and every officer of the
company who is in default, shall be punishable with fine which may extend to fifty thousand rupees and
where repayment is not made within six months from the expiry of the eighth day, also with
imprisonment for a term which may extend to two years.

(9) Moneys standing to the credit of the separate bank account referred to in sub-section (6)
shall not be utilised for any purpose other than the following purposes, namely:—
(a) adjustment against allotment of securities, where the securities have been permitted to
be dealt in on the stock exchange specified in the prospectus; or
(b) repayment of moneys received from applicants in pursuance of the prospectus, where
securities have not been permitted to be dealt in on the stock exchange or each stock exchange
specified in the prospectus, as the case may be, or, where the company is for any other reason
unable to make the allotment of securities:
Provided that the money standing to the credit of the separate bank account shall not be utilised
for any of the purposes specified in clause (a) or clause (b) unless a charge is created on the assets of
the company in favour of the debenture holder in case such company has issued debenture.
(10) Any condition purporting to require or bind any applicant for securities to waive
compliance with any of the requirements of this section shall be void.
(11) For the purposes of this section, it shall be deemed that permission has not been granted if
the application for permission, where made, has not been disposed of within the time specified in
sub-section (2).
(12) If default is made in complying with the proviso to sub-section (9),
every officer of the company who is in default shall be punishable with imprisonment for a term
which shall not be less than six months but which may extend to five
years and also with fine which shall not be less than that amount raised by the
issue of the debentures but which may extend to three times the amount raised by the debentures.
(13) This section shall have effect—
(a) in relation to any securities agreed to be taken by a person underwriting an offer
thereof by a prospectus, as if he had applied therefor in pursuance of the prospectus; and
(b) in relation to a prospectus offering securities for sale, with the following
modifications, namely:—
(i) references to sale shall be substituted for references to allotment;
(ii) the persons by whom the offer is made, and not the company, shall be liable
under sub-section (4) to repay money received from applicants, and references to the
company’s liability under that sub-section shall be construed accordingly; and
(iii) for the reference in sub-section (7) to the company and every officer of the
company who is in default, there shall be substituted a reference to any person by or
through whom the offer is made and who is knowingly guilty of, or willfully authorises
or permits, the default.
(14) No prospectus shall state that application has been made for permission for the securities
offered thereby to be dealt in on any stock exchange, unless it is a recognised stock exchange.”.
35. In section 75 of the principal Act,—
(a) in sub-section (1),—
(i) in the opening portion, for the words “its shares”, the words “its securities” shall be
substituted;
(ii) in clause (a),—
(a) for the words “shares comprised”, the words “securities comprised” shall be

substituted;
(b) for the words “each share”, the words “each security” shall be substituted;
(c) in the proviso, for the words “any shares”, the words “any securities” shall be
substituted;
(iii) in clause (b),—
(A) for the words “in the case of shares”, the words, “in the case of securities” shall
be substituted;
(B) for the words “amount of shares so allotted”, the words “amount of securities so
allotted” shall be substituted;
(iv) in clause (c),—
(A) in sub-clause (i), for the words “shares comprised”, the words “securities
comprised” shall be substituted;
(B) for sub-clause (ii), the following sub-clause shall be substituted, namely:—
“(ii) in the case of issue of securities at a discount, a copy of the resolution
passed by the company authorising such issue together with a copy of the order of
the Tribunal sanctioning the issue.”;
(b) for sub-section (5), the following sub-section shall be substituted, namely:—
“(5) Nothing in this section shall apply to the issue and allotment by a company of
securities which under the provisions of its articles were forfeited or cancelled for non-payment
of calls.”.
36. For section 76 of the principal Act, the following section shall be substituted, namely:—
“76. (1) A company may pay a commission which shall not exceed such percentage as may be
prescribed, to any person in consideration of—
(a) his subscribing or agreeing to subscribe, whether absolutely or conditionally, for any
securities of the company; or
(b) his procuring or agreeing to procure subscriptions, whether absolute or conditional,
for any securities of the company.
(2) Save as aforesaid and save as provided in section 79, no company shall allot any of its
securities or apply any of its moneys, either directly or indirectly, in payment of any commission,
discount or allowance, to any person in consideration of commission specified in sub-section (1).
(3) Nothing in this section shall affect the power of any company to pay such brokerage as it
had so far been lawful for a company to pay.
(4) A vendor to, promoter of, or other person who receives payment in securities, or money
from, a company shall have and shall be deemed always to have had power to apply any part of the
securities, or money so received in payment of any commission the payment of which, if made
directly by the company, would have been legal under this section.
(5) For the removal of doubts, it is hereby declared that no commission shall be paid under subsection (1) to any person on securities which are not offered to the public for subscription:
Provided that where a person has subscribed or agreed to subscribe under sub-section (1) for
any securities of the company and before the issue of the prospectus, any other person or persons has
or have subscribed for any or all of those securities and that fact together with the aggregate amount
of commission payable under this section in respect of such subscription is disclosed in such
prospectus, then, the company may pay commission to the first-mentioned person in respect of such
subscription.
(6) If default is made in complying with the provisions of this section, the company, and every

officer of the company who is in default, shall be punishable with fine which may extend to five
thousand rupees.”.
37. In section 77 of the principal Act,—
(a) in sub-section (1), the for the words “shall have power to buy its own shares” the words
“shall have power to buy directly or indirectly its own shares” shall be substituted;
(b) after sub-section (1), the following sub-section shall be inserted, namely:—
“(1A) A company (hereafter referred to as purchasing company) shall be deemed to have
purchased its own shares if—
(a) the purchasing company makes payment to a stock broker or sub-broker
referred to in section 12 of the Securities and Exchange Board of India Act, 1992 for
purchase of securities of another company; and
(b) such stock broker or sub-broker purchases the securities of the purchasing
company,—
(i) out of the payments so received by such stock broker or sub-broker from
the purchasing company; or
(ii) at any time during the period when such payments were received by the
broker or sub-broker from the purchasing company and such payments were not
returned to the purchasing company and no separate account of funds of the
purchasing company so received was kept by such broker or sub-broker.”.
(c) in sub-section (2), for the words “any shares”, the words “any securities” shall
be sub-stituted;
(d) for sub-section (4), the following sub-section shall be substituted, namely:—
“(4) If a company acts in contravention of sub-section (1) or sub-section (2)
or sub-section (3), the company, and every officer of the company who is in
default, shall be punishable with fine which shall be three times the aggregate price
of its securities purchased by the company or face value of its securities, whichever
is higher, and every such officer in default shall also be punishable with
imprisonment for a term not less than three months, which may extend to two
years.”.
38. In section 78 of the principal Act, in sub-section (2), after clause (d), the following clause shall
be inserted, namely:—
“(e) for buy back of securities under section 77.”.
39. For section 79 of the principal Act, the following section shall be substituted, namely:—
“79. (1) A company shall not issue securities at a discount except as provided in this section.
(2) A company may issue at a discount securities in the company of a class already issued, if
the following conditions are fulfilled, namely:—
(i) the issue of the securities at a discount is authorised by a resolution passed by the
company in a general meeting, and sanctioned by the Central Government;
(ii) the resolution specifies the maximum rate of discount at which the securities are to be
issued:
Provided that no such resolution shall be sanctioned by the Central Government if the
maximum rate of discount specified in the resolution exceeds ten per cent. unless the Central
Government is of opinion that a higher percentage of discount may be allowed in the special
circumstances of the case;
(iii) not less than one year has at the date of the issue elapsed since the date on which the

company was entitled to commence business; and
(iv) the securities to be issued at a discount are issued within two months after the date on
which the issue is sanctioned by the Central Government or within such extended time as the
Central Government may allow.
(3) Where a company has passed a resolution authorising the issue of securities at a discount it
may apply to the Central Government for an order sanctioning the issue; and on any such application,
the Central Government, having regard to all the circumstances of the case, if it thinks proper so to
do, may make an order sanctioning the issue on such terms and conditions as it thinks fit:
Provided that in the case of revival and rehabilitation of sick industrial companies under
Chapter VIA, the provisions of this section shall have effect as if for the words “Central
Government”, the word “Tribunal” had been substituted.
(4) Every prospectus relating to the issue of the securities shall contain particulars of the
discount allowed on the issue of the securities or of so much of that discount as has not been written
off at the date of the issue of the prospectus.
(5) If default is made in complying with the provision of this section, the company, and every
officer of the company who is in default, shall be punishable with fine which may extend to five
thousand rupees.”.
40. In section 80 of the principal Act, in sub-section (6), for the words “which may extend to ten
thousand rupees,” the words “which shall not be less than ten thousand rupees but which may extend to
three times, the face value of the preference shares in respect of which the default has been made shall be
substituted.
41. In section 80A of the principal Act, for sub-section (1), the following sub-section shall be
substituted, namely:—
“(1) Notwithstanding anything contained in the terms of issue of any preference shares, every
preference share issued before the commencement of the Companies (Amendment) Act, 1996 and
which is not redeemable before the expiry of ten years from the date of issue thereon in accordance
with the terms of its issue and which has not been redeemed before such commencement, shall be
redeemed by the company on the date on which such share is due for redemption or within a period
not exceeding ten years from the date of such commencement, whichever is earlier:
Provided that where a company is not in a position to redeem any such share within the period
aforesaid and to pay the dividend, if any, due thereon (such shares being hereinafter referred to as
unredeemed preference shares), it may, with the consent of the tribunal, on a petition made by it in
this behalf and notwithstanding anything contained in this Act, issue further redeemable preference
shares equal to the amounts due (including the dividend thereon), in respect of the unredeemed
preference shares, and on the issue of such further redeemable preference shares, the unredeemed
shares shall be deemed to have been redeemed.”.
42. For section 81 of the principal Act, the following section shall be substituted, namely:—
“81. (1) Where at any time after the expiry of two years of the formation of a company, it is
proposed to increase the subscribed capital of the company by allotment of further shares, then,—
(a) such further shares shall be offered to the persons who, at the date of the offer, are
holders of the equity shares of the company, in proportion, as nearly as circumstances admit, to
the capital paid-up on those shares at that date;
(b) the offer aforesaid shall be made by notice containing such particulars as may be
prescribed, and specifying the number of shares offered and limiting a time, not being less than
fifteen days from the date of the offer within which the offer, if not accepted, shall be deemed
to have been declined;
(c) unless the articles of the company otherwise provide, the offer aforesaid shall be
deemed to include a right exercisable by the person concerned to renounce the shares offered to
him or any of them in favour of any other person; and the notice referred to in clause (b) shall
contain a statement of this right;

(d) after the expiry of the time specified in the notice aforesaid, or on receipt of earlier
intimation from the person to whom such notice is given that he declines to accept the shares
offered, the Board of directors may dispose of same in such manner as they think most
beneficial to the company.
Explanation.—For the purposes of this sub-section, “equity share capital” and “equity
shares” have the same meaning as in section 85.
(2) Where further shares are offered to the members under sub-section (1) or to any other
person at a premium, the amount of such premium shall be approved by the company by special
resolution.
(3) Notwithstanding anything contained in sub-section (1), further shares may be offered to any
person whether or not those persons include the persons referred to in clause (a) of sub-section (1) in
any manner whatsoever—
(i) if a special resolution to that effect, and approving the premium, if any, is passed by
the company in general meeting, or
(ii) where no such special resolution is passed if the votes cast in favour of the proposal
contained in the resolution moved in that general meeting (including the casting vote, if any, of
the chairman), exceed the votes, if any, cast against the proposal by, members who, being
entitled so to do, vote in person, or where proxies are allowed, by proxy and the Tribunal is
satisfied, on an application made by the company in this behalf, that the proposal is beneficial
to the company:
Provided that no vote shall be cast by any person in favour of the special resolution referred to
in clause (i) when shares are proposed to be offered to such person.
(4) Nothing in clause (c) of sub-section (1) shall be deemed—
(a) to extend the time within which the offer should be accepted; or
(b) to authorise any person to exercise the right of renunciation for a second time, on the
ground that the person in whose favour the renunciation was first made has declined to take the
shares comprised in the renunciation.
(5) Notwithstanding anything contained in the foregoing provisions of this section, a company
may, at any time, increase its subscribed capital by giving an option to its employees, officers or
working directors to purchase its securities (hereafter in this section referred to as the “employees,
stock option”, pursuant to a scheme of option framed by the company in accordance with the
provisions of this section and such other conditions as may be prescribed.
(6) A company shall be entitled to make an issue of its securities to the persons referred to in
sub-section (5), under the scheme of employees’ stock option at prevailing market price or price
specified in the offer.
(7) Every employees’ stock option shall be made,—
(a) after the conditions specified in clauses (i) and (ii) of sub-section (3) are satisfied;
(b) in such a manner that the amount of issue of shares under the employees’ stock option
and the share in the capital does not exceed more than five per cent. of the amount of total
capital after such issue;
(c) in accordance with such conditions as may be prescribed;
(d) in the case of listed companies, in accordance with such conditions which may be
specified in the regulations made under the Securities and Exchange Board of India Act, 1992.
(8) Nothing in this section shall apply—
(a) to the increase of subscribed capital when—

(i) such increase is by conversion of debentures or loans into shares;
(ii) subscription of share in the company is under a scheme of employees’ stock
option.
(b) to the increase of subscribed capital of a public company caused by the exercise of an
option attached to debentures issued or loans raised by the company—
(i) to convert such debentures or loans into shares in the company, or
(ii) to subscribe for shares in the company:
Provided that the terms of issue of such debentures or the term of such loans include a
term providing for such option and such term,—
(a) either has been approved by the Central Government before the issue of
debentures or the raising of the loans, or is in conformity with the rules, if any, made by
that Government in this behalf; and
(b) in the case of debentures or loans other than debentures issued to, or loans
obtained from, the Government or any institution specified by the Central Government in
this behalf, has also been approved by a special resolution passed by the company in
general meeting before the issue of the debentures or the raising of the loans:
Provided further that no approval under clauses (a) and (b) of the
proviso shall be required in the case of scheduled banks and public financial institutions.”.

first

43. For section 82 of the principal Act, the following section shall be substituted, namely:—
“82. The securities (including shares, debentures or other interest of any member in a company)
shall be movable property, transferable in the manner provided by the articles of the company.”.
44. For section 83 of the principal Act, the following section shall be substituted, namely:—
“83. Each security of a company (including a share in a company having a share capital) shall
be distinguished by its appropriate number:
Provided that nothing in this section shall apply to the securities held with a depository.”.
45. After section 83 of the principal Act, the following section shall be inserted, namely :—
“83A. (1) Every company shall reconcile, within such period as may be prescribed the securities
issued by it with the securities distinguished by its appropriate number and securities held with a depository
and the total number of securities distinguished by its appropriate number and securities held with the
depository shall not exceed the total number of securities issued by such companies.
(2) If default is made in complying with the provisions of this section the company and every officer
of the company who is in default shall be punishable with, fine not less than fifty thousand rupees but
which may extend to three times the face value of securities found in excess of the issued capital of the
company.”.
46. In section 84 of the principal Act,—
(a) in sub-section (3),—
(i) for the words “ten thousand rupees”, the words “one lakh rupees” shall be substituted;
(ii) for the words “six months,” the words “two years,” shall be substituted;
(b) after sub-section (4), the following sub-section shall be inserted, namely:—
“(5) The provisions of this section shall also apply to derivatives, options and shares with
differential voting rights.”.
47. In section 87 of the principal Act, for sub-section (1), the following shall be substituted,

namely:—
“(1) Subject to the provisions of section 89 and sub-section (2) of section 92, every member of
a company limited by shares and holding any equity share capital therein,—
(a) shall have a right to vote, in respect of such capital, on every resolution placed before
the company; and
(b) his voting right on a poll shall be in proportion to his share of the paid up equity
capital of the company or in accordance with the rules made under sub-clause (ii) of clause (a)
of section 86:
Provided that the Central Government may, by rules made in this behalf, specify a class
or classes of companies in which the voting right in respect of preference shares shall not
accrue or accrue subject to such conditions as may be prescribed.”.
48. In section 93 of the principal Act, the following proviso shall be inserted, namely:—
“Provided that a company may pay different dividends on the shares in the equity share Capital
with differential rights as to dividends, voting or otherwise referred to in sub-clause (ii) of clause (a)
of section 86.”.
49. In section 94 of the principal Act, in sub-section (1),—
(i) for clause (a), the following clause shall be substituted, namely:—
“(a) increase its authorised share capital by such amount as it thinks expedient by
creating new shares;”;
(ii) clause (c) shall be omitted.
50. In section 95 of the principal Act,—
(a) in sub-section (1), clause (b) shall be omitted;
(b) for sub-section (3), the following sub-section shall be substituted, namely:—
“(3) If default is made in complying with the provisions of sub-section (1), the company,
and every officer of the company who is in default, shall be punishable with fine equivalent to
the fee payable along with the notice or five thousand rupees, whichever is more.”.
51. In section 97 of the principal Act, in sub-section (1), the words “whether its shares have or have
not been converted into stock” shall be omitted.
52. In section 107 of the principal Act, in sub-section (5), for the words “five hundred rupees”, the
words “five thousand rupees” shall be substituted.
53. For section 108 of the principal Act, the following section shall be substituted, namely:—

“108. (1) A company shall not register a transfer of securities of the company, unless a proper
instrument of transfer duly stamped, dated and executed by or on behalf of the transferor and by or on
behalf of the transferee and specifying the name, address and occupation, if any, of the transferee, has
been delivered to the company, within six months (excluding the period of book closure) from the
date of execution, along with the certificate relating to the securities, or if no such certificate, is in
existence, along with the letter of allotment of the securities :
Provided that where, on an application in writing made to the company by the transferee and
bearing the stamp required for an instrument of transfer, it is proved to the satisfaction of the Board
of directors that the instrument of transfer signed by or on behalf of the transferor and by or on behalf
of the transferee along with or without the certificate relating to securities or if no such certificate is
in existence, along with the letter of allotment of the securities has been lost, the company may
register the transfer on such terms as to indemnity as the Board may think fit:
Provided further that nothing in this section shall prejudice any power of the company to
register any person as holder of security to whom the right to any security of the company has been

transmitted by operation of law but no such transmission shall be refused to be registered except on
the ground that it will result in contravention of the provisions contained in sub-clause (b) of clause
(iii)
of
sub-section
(1)
of
section 3.
(2) In the case of a company having no share capital, sub-section (1), shall apply as if the
references therein to shares were references to the interest of the member in the company.
(3) Nothing contained in this section shall apply to transfer of security effected by the
transferor and the transferee both of whom are entered as beneficial owners in the records of a
depository.”.
54. In section 108-I of the principal Act, after sub-section (4), the following sub-section shall be
inserted, namely:—
“(5) Nothing contained in sections 108A, 108B, 108C, 108D, 108E, 108F , 108G , 108H and in
this section shall apply on or after the commencement of the Companies (Amendment) Act, 2003.”.
55. In section 111 of the principal Act, after sub-section (1), the following sub-section shall be
inserted, namely:—
“(1A) A private company shall not approve the transfer of any shares unless it is approved by
all the shareholders at its meeting.”.
56. In section 113 of the principal Act,—
(a) in sub-section (1), in the proviso the words “or transferred” shall be omitted;
(b) after sub-section (4), the following sub-section shall be inserted, namely:
“(5) The provisions of this section relating to the issue of shares or debentures shall also as far
as may be, apply to the issue of derivatives, options and shares with differential voting rights.”.
57. In section 114 of the principal Act, after sub-section (3), the following sub-section shall be
inserted, namely:—
“(4) Nothing contained in this section shall apply on or after the commencement of the
Companies (Amendment) Act, 2003.”.
58. In section 115 of the principal Act, after sub-section (6), the following sub-section shall be
inserted, namely:—
“(7) Nothing contained in this section shall apply on or after the commencement of the
Companies (Amendment) Act, 2003.”.
59. In section 116 of the principal Act, the words “or of any such share warrant or coupon”, shall be
omitted.
60. In section 118 of the principal Act, in sub-section (1),—
(a) in the opening portion, for the words “on payment—”, the words “on payment of such fee
as may be prescribed.” shall be substituted;
(b) sub-clauses (a) and (b) shall be omitted.
61. In section 119 of the principal Act, after sub-section (4), the following sub-section shall be
inserted, namely:—
“(5) If default is made in respect of an issue of debenture made on or after the commencement
of the Companies (Amendment) Act, 2003 in complying with the provisions of this section,—
(a) every debenture trustee who is in default shall be punishable with imprisonment for a
term which may extend to three years and shall also be liable to fine, which shall not be less
than the amount raised in the debenture issue, but which may extend to three times the amount
raised from the debenture issue for the company;
(b) every officer of the company who is in default shall be punishable with a fine which
shall not be less than twice the amount raised in debenture issue which may extend to six times

the amount so raised .”.
62. In section 121 of the principal Act, sub-section (6) shall be omitted.
63. In section 123 of the principal Act, sub-section (4), shall be omitted.
64. In section 127 of the principal Act, in sub-section (1), for the word “thirty” wherever it occurs,
the word “sixty” shall be substituted.
65. In section 128 of the principal Act, for the word “thirty”, the word “sixty” shall be substituted.
66. For section 133 of the principal Act, the following section shall be substituted, namely:—
“133. (1) The company shall cause the fact of registration given under section 132, to be
endorsed on every debenture certificate which is issued by the company and the payment of which is
secured by the charge so registered:
Provided that nothing in this sub-section shall be construed as requiring a company to cause the
fact of registration of any charge so given to be endorsed on any debenture certificate issued by the
company before the charge was created.
(2) If any person knowingly delivers, or wilfully authorises or permits the delivery of, any
debenture certificate which under the provisions of sub-section (1), is required to have been endorsed
on it, he shall, without prejudice to any other liability, be punishable with fine which may extend to
ten thousand rupees.”.
67. For section 138 of the principal Act, the following section shall be substituted, namely:—

“138. (1) The company shall give intimation in the prescribed form to the Registrar of the
payment or satisfaction, in full, of any charge relating to the company and requiring registration
under this Part, within thirty days from the date of such payment or satisfaction:
Provided that the Registrar may allow aforesaid intimation to be given within sixty days next
following the expiry of the aforesaid period of thirty days on payment of such fee as may be
prescribed if the company satisfies the Registrar that it had sufficient cause for not giving the
intimation within the said period.
(2) The Registrar shall, on receipt of such intimation, and after being satisfied that it is
complete in all respects order that a memorandum of satisfaction shall be entered in the register of
charges.
(3) Nothing in this section shall be deemed to affect the power of the Registrar to make an entry
in the register of charges under section 139 otherwise than on receipt of an intimation from the
company.”.
68. In section 146 of the principal Act, for sub-section (1), the following sub-section shall be
substituted, namely:—
“(1) A company shall, on and from the thirtieth day after the date of its incorporation,
whichever is earlier, have a registered office to which all communications and notices may be
addressed.”.
69. In section 149 of the principal Act,—
(a) after sub-section (2), the following proviso shall be inserted, namely:—
“Provided that nothing contained in this sub-section shall apply on or after the
commencement of the Companies (Amendment) Act, 2003.”;
(b) for sub-section (2A), the following sub-section shall be substituted, namely:—

“(2A) A company having a share capital, whether or not it has issued a prospectus
inviting the public to subscribe for its shares, shall not at any time commence any business
unless—
(a) the company has approved the commencement of any such business by special
resolution passed in that behalf by it in its general meeting; and
(b) there has been filed with the Registrar a duly verified declaration by one of the
directors or the secretary or, where the company has not appointed a secretary, a secretary
in whole-time practice, in the prescribed form, that clause (a) of this sub-section or, as the
case may be, sub-section (2B) has been complied with.
(c) for sub-section (7), the following sub-section shall be substituted, namely:—
“(7) Nothing in this section shall apply to a Government company.”.
70. After section 152A of the principal Act, the following section shall be inserted, namely,—
“152AB. A company may, after the commencement of the Companies (Amendment) Act,
2003, in addition to the particulars of its members and holders of its debentures under sections 150,
151, 152 and 152A, keep a record of the particulars of its members and holders of its debentures as
required under the said sections in computer floppies or diskettes, and in such other electronic mode
as may be prescribed and also provide such safeguards, as may be prescribed:
Provided that, except the manner of keeping particulars of members and holders of debentures
of the company, the other provisions of this Part shall apply to the record to be kept on computer
floppies or diskettes or other electronic mode as may be prescribed, as they are applicable to register
and index of members and holders of debentures of the company.”.
71. For section 153 of the principal Act, the following section shall be substituted, namely:—

“153. No notice of any trust, express, implied or constructive, other than mutual trusts and such
other trusts, as may be notified, shall be entered on the register of members or of debenture holders.”.
72. For section 159 of the principal Act, the following section shall be substituted, namely:—
“159. (1) Every company, whether having a share capital or not shall, within thirty days from
the day on which each of the annual general meetings referred to in section 166 is held, prepare and
file with the Registrar a return containing the particulars in such form, as may be prescribed,
regarding—
(a) its registered office;
(b) the register of its members containing the names of five hundred members who hold
the largest number of shares or the actual number of members, whichever is lower;
(c) the register of its debenture-holders containing the names of five hundred debentureholders who hold the largest number of debentures or the actual number of debenture-holders,
whichever is lower;
(d) its securities;
(e) its indebtedness;
(f) its directors, managing and whole-time directors, manager, secretary and chief
accounts officer;
(g) the particulars relating to foreign depository receipts issued by the company;
(h) particulars of every employee who was in receipt of remuneration which is in excess
of that drawn by the managing director or whole-time director or manager and holds by himself
or along with his spouse and dependent children not less than two per cent. of the equity shares
of the company.
(2) The return required to be filed under this section shall be in such form as may be prescribed

or as near thereto as circumstances admit, and where the return is filed even though the annual
general meeting has not been held on or before the latest day by which it should have been held in
accordance with the provisions of this Act, the company shall file with the return a statement
specifying the reasons for not holding the annual general meeting.
(3) A copy of the annual return to be filed with the Registrar under this section shall be signed
by the managing director, if any, or signed both by the director and by the manager or secretary of the
company, or where there is no manager or secretary, by two directors of the company:
Provided that where the annual return is filed by a public company, a copy of such annual
return shall also be signed by a secretary in whole-time practice.
(4) Any reference in this section or in any prescribed form, to the day on which an annual
general meeting is held or to the date of the annual general meeting shall, where the annual general
meeting for any year has not been held, be construed as a reference to the latest day on or before
which that meeting should have been held in accordance with the provisions of this Act.
(5) There shall also be filed with the Registrar along with the return a certificate signed by the
signatories of the return, stating—
(a) that the return states the facts as they stood on the day of the annual general meeting
aforesaid, correctly and completely;
(b) that since the date of the last annual return, the transfer of all shares and debentures
and the issue of all further certificates of shares and debentures have been appropriately
recorded in the books maintained for the purpose; and
(c) in the case of a private company also,—
(i) that the company has not, since the date of the annual general meeting with
reference to which the last return was submitted, or in the case of a first return, since the
date of the incorporation of the company, issued any invitation to the public to subscribe
for any shares or debentures of the company;
(ii) that, where the annual return discloses the fact that the number of members of
the company exceeds fifty, the excess consists wholly of persons who under sub-clause
(b) of clause (iii) of sub-section (1) of section 3 are not to be included in reckoning the
number of fifty; and
(iii) that the company has not invited or accepted deposits from the public, other
than from its members, directors or their relatives.
(6) If a company fails to comply with the provisions contained in this section, the company and
every officer of the company who is in default shall be punishable with fine equivalent to 0.001 per
cent. of authorised capital or five hundred rupees for every day during which the default continues,
whichever is more.”.
73. In section 160 of the principal Act, after sub-section (2), the following proviso shall be inserted,
namely:—
“Provided that nothing contained in this section shall apply on or after the commencement of
the Companies (Amendment) Act, 2003.”.
74. In section 161 of the principal Act, after sub-section (2), the following proviso shall be inserted,
namely:—
“Provided that nothing contained in this section shall apply on or after the commencement of
the Companies (Amendment) Act, 2003.”.
75. In section 162 of the principal Act, after sub-section (2), the following proviso shall be inserted,
namely:—
“Provided that nothing contained in this section shall apply on or after the commencement of
the Companies (Amendment) Act, 2003.”.

76. In section 163 of the principal Act, in sub-section (1), in the proviso, after the words “registered
office is situate,” the words “or within any other city, town or village in which more than one-tenth of the
total number of members entered in the register of members, reside” shall be inserted.
77. In section 165 of the principal Act, after sub-section (10), the following proviso shall be inserted,
namely:—
“Provided that nothing contained in this section shall apply on or after the commencement of
the Companies (Amendment) Act, 2003.”.
78. In section 169 of the principal Act,—
(a) in sub-section (1), after the words “general meeting of the company”, the words “which
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 is situate” shall be inserted;
(b) in sub-section (7), the Explanation shall be omitted.
79. After section 169 of the principal Act, the following section shall be inserted, namely:—
“169A. Notwithstanding anything contained in this Act, an annual general meeting or other
general meeting may be held on any day being Sunday.”.

“80. In section 173 of the principal Act,—
(a) in sub-section (2), for the words “or interest, if any therein, of every director and the
manager, if any” the words, “or interest or the financial implications and specific nature of the
interest of any director or his relatives or the manager, if any, in such a manner as to enable a
shareholder to exercise his judgment in a meaningful manner” shall be substituted;
(b) after sub-section (2), the following sub-section shall be inserted, namely:—
“(2A)Whereasaresultofthenon-disclosureorinsufficientdisclosurebeingmadebyadirectorormanager,ifany,benefitaccruestothedirectororhisrelatives
ormanager either directly or indirectly, the director or the manager shall hold such benefit in trust for the benefit
of the company and he shall, without prejudice to any other penalty leviable under this Act or under any
other law for the time being in force, be liable to indeminify the company or where such benefit cannot be
measured in terms of monetary value, compensate the company to the extent of the benefit
received by him.”;
(c) after sub-section (3), the following sub-section shall be inserted, namely:—
“(3A) If a default is made in complying with the provisions of this section, every officer
of the company shall be punishable with imprisonment for a term which shall not be less than
six months but which may extend to five years and fine which shall not be less than ten
thousand rupees.”.
81. In section 175 of the principal Act, in sub-section (1), for the words “otherwise provide, the
members”, the words “otherwise provide, the chairman of the Board, if any, shall preside over all the
meetings of the company and where the chairman is absent, the members” shall be substituted.
82. In section 176 of the principal Act, in sub-section (5), after clause (b), the following clause shall
be inserted, namely:—
“(c) shall be made in favour of one or more persons alternatively, but not more than one form
shall be executed.”;
83. In section 188 of the principal Act, sub-section (6), shall be omitted.
84. In section 189 of the principal Act, in sub-section (2), for clause (a), the following clause shall be

substituted, namely:—
“(a) it has been duly specified as such in the notice calling the general meeting or other
intimation has been given to the members regarding such resolution;”.
85. In section 190 of the principal Act,—
(a) in sub-section (1), after the words “and the day of the meeting”, the words “together with a
deposit of ten thousand rupees” shall be inserted;
(b) after sub-section (1), the following sub-section shall be inserted, namely:—
“(1A) The deposit made under sub-section (1) shall be forfeited if the resolution in
respect of which notice of intention is given under that sub-section is not supported by one per
cent. of the total number of shareholders present and voting at the meeting.”.
86. In section 192 of the principal Act,—
(a) in sub-section (3), for the words “request, on payment of one rupee”, the word “request”
shall be substituted;
(b) in sub-section (4),—
(i) in clause (c), for the words “a managing director”, the words “a managing director or a
whole-time director” shall be substituted;
(ii) sub-clause (ee) to be omitted;
(c) in sub-section (5), for the words “two hundred rupees”, the words “five hundred rupees”
shall be substituted;
(d) for sub-section (7), the following sub-section shall be substituted, namely:—
“(7) No resolution passed under this Act shall be effective and valid unless such
resolution has been delivered to the Registrar for registration, along with the requisite fees and
registration charges, if any, payable under this Act.”.
87. In section 193 of the principal Act, in sub-section (6), for the words “five hundred rupees”, the
words “five thousand rupees” shall be substituted.
88. In section 197 of the principal Act, in sub-section (2), for the words “five thousand rupees”, the
words “fifty thousand rupees” shall be substituted.
89. In section 200 of the principal Act,—
(a) in sub-section (1), for the Explanation, the following Explanation shall be substituted,
namely:—
‘Explanation.—For the purposes of this sub-section, the expression “tax” means incometax, payable under the Income-tax Act, 1961.’;
(b) sub-sections (2) and (3) shall be omitted.
90. In section 203 of the principal Act, in sub-section (8), for the words “shall be in addition to”, the
words “shall apply to every company and be in addition to” shall be substituted.
91. For section 205 of the principal Act, the following section shall be substituted, namely:-—
‘205. (1) No dividend shall be declared or paid by a company for any financial year except out
of the profits of the company for that year arrived at after providing for depreciation in accordance
with the provisions of sub-section (2), or out of the profits of the company for any previous financial
year or years arrived at after providing for depreciation in accordance with those provisions and
remaining undistributed, or out of both or out of moneys provided by the Central Government or a
State Government for the payment of dividend in pursuance of a guarantee given by that
Government:

Provided that every company shall, before declaring or paying dividend for any financial year,
make provisions, from out of the profits of that financial year or any other financial year or years, for
depreciation to the extent not provided for by the company in the last ten previous financial years,
and previous years, losses, if any.
(2) The Board of directors may declare interim dividend and the amount of dividend (including
interim dividend) shall be deposited in a separate bank account within five days from the date of
declaration of such dividend:
Provided that interim dividend declared once shall neither be revoked nor modified.
(3) The amount of dividend (including interim dividend) so deposited under sub-section (2),
shall be used for payment of dividend only.
(4) The provisions contained in this section and sections 205A, 205C, 206, 206A and 207 shall,
as far as may be, also apply to any interim dividend.
(5) For the purpose of sub-section (1), depreciation shall be provided either—
(a) to the extent specified in Schedule XIV; or
(b) on any other basis approved by the Central Government which has the effect of
writing off by way of depreciation ninety-five per cent. of the original cost to the company of
each such depreciable asset on the expiry of the specified period; or
(c) as regards any other depreciable asset for which no rate of depreciation has been laid
down by this Act or any rules made thereunder, on such basis as may be approved by the
Central Government by any general order published in the Official Gazette or by any special
order in any particular case:
Provided that if any asset is sold, discarded, demolished or destroyed for any reason before
depreciation of such asset has been provided for in full, the excess, if any, of the written down value
of such asset over its sale proceeds or, as the case may be, its scrap value, shall be written off in the
financial year in which the asset is sold, discarded, demolished or destroyed.
(6) The dividend declared under sub-section (1) shall be paid to the registered shareholder or to
his order or to his bankers and when the dividend is payable to the bankers, no separate application
need be filed by the bankers for payment of such dividend.
(7) Notwithstanding anything contained in sub-section (1), no dividend shall be declared or
paid by a company for any financial year out of the profits of the company for that year arrived at
after providing for depreciation in accordance with the provisions of sub-section (5), except after the
transfer to the reserves of the company of such percentage of its profits for that year, not exceeding
ten per cent. as may be prescribed:
Provided that nothing in this sub-section shall be deemed to prohibit the voluntary transfer by a
company of a higher percentage of its profits to the reserves in accordance with such rules as may be
made by the Central Government in this behalf.
(8) Where, owing to inadequacy or absence of profits in any financial year, any company
propose to declare dividend out of the accumulated profits earned by it in the previous financial year
and transferred by it to the reserves, such declaration of dividend shall be made only in accordance
with a special resolution passed by the at the meeting of the Board with the consent of all the
directors present and with the prior approval of which financial institutions that have made term loans
to the company and thereafter in accordance with a special resolution passed by shareholders in the
annual general meeting.
(9) Dividend shall be paid only in the bank accounts of the shareholders from such date and in
such manner as may be prescribed:
Provided that nothing in this sub-section shall be deemed to prohibit the capitalisation of profits
or reserves of a company for the purpose of issuing fully paid-up bonus shares, or paying up any
amount, for the time being unpaid, on any shares held by the members of the company:
Provided further that reserves created by revaluation of company’s assets shall not be used by it

for the issue of bonus shares.
(10) No company shall give, or no shareholder (including any proxy given by him) shall
demand or accept, any gift either at any general meeting or otherwise in lieu of or in addition to the
dividend payable under this section.
(11) For the purposes of this section—
(a) “specified period”, in respect of any depreciable asset, shall mean the number of years
at the end of which at least ninety-five per cent. of the original cost of that asset to the company
will have been provided for by way of depreciation if depreciation were to be calculated in
accordance with the provisions of section 350;
(b) till such time the manner of payment of dividend is prescribed under sub-section (9),
any dividend payable in cash may be paid to the banker on behalf of the shareholder or by
cheque or warrant sent through the post directed to the registered address of the shareholder
entitled to the payment of the dividend, or in the case of joint shareholders, to the registered
address of that one of the joint shareholders which is first named on the register of members, or
to such person and to such address as the shareholders or the joint shareholders may in writing
direct.
(c) “gift” does not include any discount coupon or any food or beverages offered at any
general meeting.
(12) Where the provisions of sub-section (10) are contravened, the company and every officer
of the company in default, and the shareholder concerned, shall be liable to fine which may extend to
ten times the value of the gift given or demanded and accepted.’.
92. In section 206A of the principal Act, after clause (b), the following clause shall be inserted,
namely:—
“(c) allot, in relation to such shares, any shares offered under clause (a) of sub-section (1) of
section 81, to any director or officer of the company who shall within thirty days after the allotment,
dispose of and distribute proceeds thereof to the persons who are entitled thereto.”.
93. In section 209 of the principal Act,—
(a) in sub-section (1), after clause (d), the following clause shall be inserted, namely:—
“(e) in the case of a company dealing in goods, the details of goods bought and sold
during the year (other than goods bought and sold on retail basis), the particulars of the persons
with whom such transactions were done during the financial year and the details of the stock of
goods remaining at the end of the financial year:”;
(b) in sub-section (6), for clause (a), the following clause shall be substituted, namely:—
“(a) where the company has a managing director, manager, whole-time director in charge
of finance or the chief accounts officer, such managing director, manager, whole-time director
in charge of finance or the chief accounts officer and all officers and other employees but
excluding bankers, auditors and legal advisers; and”
94. In section 210 of the principal Act,—
(a) in sub-section (1), after clause (b), the following proviso shall be inserted, namely:—
“Provided that a holding company shall have the option to prepare consolidated accounts
under section 212, that is to say, the balance-sheet, profit and loss account and other related
statements for itself and its subsidiary or subsidiaries, and if it does so, it shall be sufficient
compliance of this sub-section if such group accounts are laid at its annual general meeting;”;
(b) after sub-section (1), the following sub-section shall be inserted, namely:—
“(1A) The annual accounts of the company shall state the derivatives, options and shares
with different voting rights in the balance-sheet and they shall be categorised as quasi-equity

and disclose the predominant character of the security and voting rights embedded in the
security.”.
95. In section 211 of the principal Act, —
(a) in sub-section (1), for the words “general instructions for the preparation of balance-sheet”,
the words “general instructions and accounting standards for the preparation of balance-sheet” shall
be substituted;
(b) for
namely:—

sub-section

(6),

the

following

sub-section

shall

be

substituted,

“(6) For the purposes of this section, except where the context otherwise requires, any
reference to a balance-sheet or profit and loss account shall include,—
(i) in the case of a holding company, the consolidated balance-sheet or profit and
loss account where such holding company opts to prepare such consolidated balance
sheet or profit and loss account, pursuant to the proviso to sub-section (1) of section 210;
and
(ii) the notes to the balance sheet or profit and loss account or documents annexed
thereto, giving information required by this Act, and allowed by this Act to be given in the
form of such notes or documents.”.
96. In section 212 of the principal Act, in sub-section (10), after the proviso, the following proviso
shall be inserted, namely:—
“Provided further that nothing contained in this section shall apply to a holding company,
where
such
holding
company
opts
to
prepare
consolidated
accounts,
for itself and its subsidiaries pursuant to the proviso to sub-section (1) of section 210.”.
97. After section 212 of the principal Act, the following section shall be inserted, namely:—
“212A. (1) Where a company is a holding company in relation to one or more of its
subsidiaries, the directors shall, instead of preparing separate annual accounts for itself and for each
of its subsidiary companies, prepare annual accounts for itself and its subsidiaries (hereinafter in this
section referred to as consolidated accounts) with effect from such date as the Central Government
may direct, by notification in the Official Gazette, to prepare the consolidated accounts and place
before the annual general meeting of the holding company:
Provided that a holding company may opt to prepare consolidated accounts for itself and its
subsidiaries and place them before its annual general meeting so long the notification referred to in
this section is not issued by the Central Government:
Provided further that where a holding company chooses to prepare consolidated accounts under
this sub-section, it shall not be necessary for the holding company to attach the documents relating to
the subsidiary or subsidiaries to its balance-sheet under section 212.
(2) The consolidated accounts shall be in the prescribed format comprising,—
(a) a consolidated balance-sheet dealing with the state of affairs of the holding company
and its subsidiaries; and
(b) a consolidated profit and loss account dealing with the profit and loss of the holding
company and its subsidiaries.
(3) The consolidated accounts shall give a true and fair view of the state of affairs as at the end
of the financial year, of all the subsidiaries included in the consolidated accounts as a whole, so far as
it concerns members of the holding company.

(4) The consolidated accounts shall comply with the provisions of Schedule VI as to the form
and content of the consolidated balance sheet and profit and loss account and additional information
to be provided by way of notes to the accounts.
(5) If compliance with any of the provisions of this section is inconsistent with the requirement
to give a true and fair view, for any reason, the directors depart from such provision to the extent
necessary to give a true and fair view and the particulars of any such departure, the reasons for it and
its effect, shall be given in a note to the accounts.”.
98. In section 215 of the principal Act, in sub-section (1), in clause (ii), for the words “manager or
secretary”, the words “ chief accounts officer or manager or secretary” shall be substituted.
99. After section 215 of the principal Act, the following section shall be inserted, namely :
“215A. (1) Every public company having paid up share capital of three crore rupees or more as
may be prescribed shall appoint a whole-time qualified accounts officer to be known as the chief
accounts officer, who shall either be a member of the Institute of Chartered Accountants of India
constituted under the Chartered Accountants Act, 1949 or a member of the Institute of Cost and
Works Accountants of India constituted under the Cost and Works Accountants Act, 1959 and such
accounts officer shall be responsible for the proper maintenance of the books of account of the
company, and shall ensure proper disclosure of all required information indicated in the prospectus or
any other offer document, and also ensure compliance of the provisions of this Act relating to the
accounts of the company.
(2) The chief accounts officer appointed under sub-section (1) shall also be responsible for the
preparation of annual accounts of the company.”.
100. In section 217 of the principal Act,—
(a) in sub-section (1), after clause (e), the following clauses shall be inserted, namely:—
“(f) the measures taken for the protection of environment in such manner as may be
prescribed;
(g) any other matter which may be prescribed .”;
(b) in sub-section (2A) and before the Explanation, the following provisos shall be inserted,
namely:—
“Provided that the Central Government may exempt, a class or classes of companies
whose employees are posted outside India in connection with employment in that company,
from including in the statement the remuneration of every such employee other than a relative
of director of such company:
Provided further that such company shall send to the Registrar of Companies, the Central
Government and such other authority, as may be prescribed, the details of the remuneration of
all such employees in such form and in such manner as may prescribed.”;
(c) after sub-section (2B), the following sub-sections shall be inserted, namely:—
“(2C) The Board’s report shall include information with respect to the following
particulars in relation to each of its divisions and business segments of which the share is ten
per cent. or more of the total turnover of the company, namely:—
(a) review of operations during the financial year of the company to which the
balance sheet relates and on the date of the report;
(b) market conditions during the financial year of the company to which the
balance sheet relates and on the date of the report; and
(c) future prospects.”.
101. In section 219 of the principal Act, in sub-section (1), after the proviso, the following provisos
shall be inserted, namely:—
“Provided further that the Central Government may exempt a class or classes of companies
from annexing or attaching to the balance-sheet (including the profit and loss account), the auditor’s

report and every other document required to be attached under this section:
Provided also that every class of company or classes of company referred to in the second
proviso shall make available, the auditor’s report and every other document required to be annexed or
attached to the balance sheet, to every member of the company, to every trustee for the holders of any
debenture and to all persons other than such members or trustees, being a person so entitled to such
report and document in such manner as may be prescribed.”.
102. In section 220 of the principal Act, for sub-section (1), the following sub-sections shall be
substituted, namely:—
“(1) After the balance-sheet and the profit and loss account have been laid before a company at
an annual general meeting, such number of copies of such balance-sheet and profit and loss account,
as may be prescribed, shall be filed with the Registrar, the Director (Research and Statistics) of the
Department of Company Affairs of the Central Government and the Reserve Bank of India within
thirty days from the date on which the balance-sheet and the profit and loss account were so laid.
(1A) Where the annual general meeting of a company for any year has not been held, the
documents referred to in sub-section (1), duly signed, shall be filed with the Registrar and the officer
and the authorities specified in that sub-section within thirty days from the latest day on or before the
annual general meeting ought to have been held in accordance with the provisions of this Act.”.
103. In section 223 of the principal Act, —
(a) in sub-section (1), —
(i) for the word “February”, the word “May” shall be substituted;
(ii) for the word “August”, the word “November” shall be substituted;
(b) in sub-section (3), for the words “a sum of eight annas”, the words “such a sum as may be
prescribed” shall be substituted.
104. In section 224 of the principal Act, —
(a) in sub-section (1), for the proviso the following proviso shall be substituted, namely:—
“Provided that before any appointment or re-appointment of auditor or auditors is made
by any company at any annual general meeting, a written certificate shall be obtained by the
company from the auditor or auditors proposed to be so appointed to the effect that the
appointment or re-appointment if made; shall be in accordance with the conditions as may be
prescribed.”;
(b) in sub-section (5), in the opening portion, for the words “one month of the date of
registration of the company”, the words “three months of the date of registration of the company”
shall be substituted.
105. In section 225 of the principal Act, in sub-section (1), for the words “a resolution”, the words “a
special resolution” shall be substituted.
106. In section 226 of the principal Act,—
(a) in sub-section (3), after clause (e), the following clause shall be inserted, namely:—
“(f) any person,–
(i) who has any direct financial interest in the company in which he is appointed or
is proposed to be appointed as an auditor;
(ii) who receives any loan or guarantee from or on behalf of the company in which
he is appointed or is proposed to be appointed as an auditor;
(iii) who has any business relationship (other than as an auditor) in the company in
which he is appointed or is proposed to be appointed as an auditor;




LY KDVEHHQLQWKHHPSOR\PHQWLQWKHFRPSDQ\LQZKLFKKHLVDSSRLQWHG
RULVSURSRVHGWREHDSSRLQWHGDVDQDXGLWRU
Y  ZKRVH UHODWLYH LV LQ WKH HPSOR\PHQW LQ WKH FRPSDQ\ LQ ZKLFK KH LV
DSSRLQWHGRULVSURSRVHGWREHDSSRLQWHGDVDQDXGLWRU´
E DIWHUVXEVHFWLRQ  WKHIROORZLQJVXEVHFWLRQVKDOOEHLQVHUWHGQDPHO\²
³ $  $ SHUVRQ VKDOO DOVR QRW EH TXDOLILHG WR EH DSSRLQWHG DV DQ DXGLWRU RI D
FRPSDQ\LIKHUHFHLYHVRUSURSRVHVWRUHFHLYHPRUHWKDQWZHQW\ILYHSHUFHQWRIKLV
WRWDOLQFRPHLQDQ\ILQDQFLDO\HDUDVKLVUHPXQHUDWLRQIURPVXFKFRPSDQ\
3URYLGHGWKDWQRWKLQJFRQWDLQHGLQWKLVVHFWLRQVKDOODSSO\±
D
GXULQJWKHLQLWLDOILYHILQDQFLDO\HDUVEHJLQQLQJIURPWKHGDWHRI
FRPPHQFHPHQWRIWKHSURIHVVLRQRIDQ\DXGLWRURU
E WRWKHDXGLWRUZKRVHWRWDOLQFRPHLVOHVVWKDQILIWHHQODNKUXSHHVLQDQ\
ILQDQFLDO\HDU¶¶
(c) in sub-section (4), after the words, brackets and figure “sub-section (3)”, the
words, brackets, figure and letter “or sub-section (3A)” shall be substituted.
107. After section 226 of the principal Act, the following section shall be inserted, namely:—
“226A. An auditor appointed under section 224 shall not provide following services or services
relating to any of the following matters to a company (including its holding company or subsidiary
company) in which he has been appointed or proposed to be appointed as an auditor under that
section, namely:—
D  DFFRXQWLQJ DQG ERRNNHHSLQJ VHUYLFHVUHODWLQJWRWKHDFFRXQWLQJUHFRUGVRU
ILQDQFLDOVWDWHPHQWVRIWKHDXGLWFOLHQW
E LQWHUQDODXGLWVHUYLFHV
F  ILQDQFLDO LQIRUPDWLRQ V\VWHPV GHVLJQ DQG LPSOHPHQWDWLRQ LQFOXGLQJ VHUYLFHV
UHODWLQJ WR LQIRUPDWLRQ WHFKQRORJ\ V\VWHP IRU SUHSDULQJ ILQDQFLDO RU PDQDJHPHQW
DFFRXQWVDQGLQIRUPDWLRQIORZRIWKHFRPSDQ\
G DFWXDULDOVHUYLFHV
H  EURNHU RU DV LQWHUPHGLDU\ UHIHUUHG WR LQ VHFWLRQ  RI WKH 6HFXULWLHV DQG
([FKDQJH %RDUG RI ,QGLD $FW  RU LQYHVWPHQW DGYLVHU RU  LQYHVWPHQW EDQNLQJ
VHUYLFHV
I RXWVRXUFHGILQDQFLDOVHUYLFHVDVPD\EHVSHFLILHGE\QRWLILFDWLRQLQWKHRIILFLDO
*D]HWWH
J  PDQDJHPHQW IXQFWLRQV LQFOXGLQJ WKH SURYLVLRQ RI WHPSRUDU\ VWDII WR DXGLW
FOLHQWV
K  DQ\ IRUP RI VWDII UHFUXLWPHQW DQG SDUWLFXODUO\ KLULQJ RI VHQLRU PDQDJHPHQW
VWDIIIRUWKHDXGLWFOLHQW
L YDOXDWLRQVHUYLFHVDQGIDLUQHVVRSLQLRQDQG
M DQ\RWKHUVHUYLFHDVPD\EHSUHVFULEHG´
108. In section 227 of the principal Act, —
(a) in sub-section (1A),—
(i) in clause (c), for the words and figures “company is not an investment company within
the meaning of section 372”, the words “company whose principal business is the acquisition
of shares, debentures or other securities” shall be substituted;

(ii) for clause (d), the following clause shall be substituted, namely:—
“(d) whether on the basis of information and explanations obtained by the auditor
under sub-section (1), he has any comments to offer on loans and advances made by the
company which have been shown as deposits;’’;
LLL  LQ FODXVH I  IRU WKH ZRUG µµVKDUHV¶¶ WKH ZRUG µµVHFXULWLHV¶¶ VKDOO EH
VXEVWLWXWHG
LY DIWHUFODXVH I WKHIROORZLQJFODXVHVVKDOOEHLQVHUWHGQDPHO\²
³ J  ZKHWKHU WKH EDQN DFFRXQW IRU XQSDLG GLYLGHQG UHIHUUHG WR LQ VHFWLRQ
$KDVEHHQFUHGLWHGZLWKWKHIXQGIRUIXOOSD\PHQWIRUXQSDLGGLYLGHQG
K  ZKHWKHU DGHTXDWH VWHSV KDYH EHHQ WDNHQ E\ WKH FRPSDQ\ WR SD\
GHSRVLWV LQFOXGLQJ LQWHUHVW WKHUHRQ  ZKLFK KDYH EHFRPH GXH IRU UHSD\PHQW WR
GHSRVLWKROGHUVDORQJZLWKUHDVRQVIRUQRQSD\PHQWRIVXFKGHSRVLWV´
E LQVXEVHFWLRQ  ²
$ IRUFODXVH G WKHIROORZLQJFODXVHVKDOOEHVXEVWLWXWHGQDPHO\²
³ G ZKHWKHULQKLVRSLQLRQ²
L  DFFRXQWLQJ SROLFLHV RI WKH FRPSDQ\ DUH LQ FRQIRUPLW\ ZLWK WKH
DFFRXQWLQJVWDQGDUGV
LL  WKHUH KDYH EHHQ DQ\ GHYLDWLRQ IURP WKH FRPSDQ\¶V DFFRXQWLQJ
SROLFLHV DQG LI VR WKH TXDQWXP RI ILQDQFLDO LPSOLFDWLRQV VXFK GHYLDWLRQV
KDYHFDXVHG
LLL WKHDFFRXQWLQJWUHDWPHQWLQWKHEDODQFHVKHHWDQGWKHSURILWDQG
ORVVDFFRXQWLQUHVSHFWRIDQ\LWHPLVLQDSSURSULDWH´
% DIWHUFODXVH J WKHIROORZLQJFODXVHVKDOOEHLQVHUWHGQDPHO\²
³ K  ZKHWKHU WKH FRPSDQ\ KDV WDNHQ DGHTXDWH VWHSV WR UHSD\
GHSRVLWVGXHDORQJZLWKLQWHUHVWRUGLYLGHQGGHFODUHG´
F LQVXEVHFWLRQ  WKHIROORZLQJSURYLVRVKDOOEHLQVHUWHGQDPHO\²
“Provided that if auditors’ report contains any reservation, qualification or adverse
remark, such reservation, qualification or adverse remark shall be read out by the auditor
himself or his nominee in the annual general meeting and a copy of auditors’ report along with
the reservation, qualification or adverse remark shall be forwarded, within thirty days from the
date on which the annual general meeting is held, to the Registrar, the Securities and Exchange
Board of India and the concerned stock exchanges.”.
 ,Q VHFWLRQ  RI WKH SULQFLSDO $FW LQ VXEVHFWLRQ   IRU WKH SURYLVR WKH IROORZLQJ
SURYLVRVKDOOEHVXEVWLWXWHGQDPHO\²
³3URYLGHGWKDWLQWKHFDVHRIDEDQNLQJFRPSDQ\KDYLQJDEUDQFKRIILFHRXWVLGH,QGLD
WKHDXGLWVKDOOEHFDUULHGRXWLQWKHPDQQHUDVPD\EHSUHVFULEHG´

110. In section 232 of the principal Act, for the words and figures “sections 225 to 231”, the words,
figures, brackets and letters “sections 225 to 231 (excluding section 226A)” shall be substituted.
111. For section 233 of the principal Act, the following section shall be substituted, namely:—
“233. (1) If a default is made in complying with any of the provisions contained in section
226A, —

(a) every officer of the company who is in default shall be punishable with fine of five
hundred rupees for each day during which the default continues;
(b) every auditor of the company who is in default shall be punishable with fine
equivalent to three times the total remuneration received by such auditor or fifty thousand
rupees, whichever is more;
(c) every company which is in default shall be punishable with fine equivalent to twentyfive per cent. of the paid up capital and free reserves of such company or one crore rupees,
whichever is less.
(2) If any auditor’s report is made, or any document of the company is signed or authenticated,
otherwise than in conformity with the requirements of sections 226A, 227 and 229, the auditor
concerned, and the person, if any, other than the auditor who signs the report or signs or authenticates
the document, shall, if the default is wilful, be punishable with fine which may extend to ten thousand
rupees.’’.
112. In section 233A of the principal Act,—
(a) for sub-section (1), the following sub-section shall be substituted, namely:—
³  :KHUHWKH&HQWUDO*RYHUQPHQWLVRIWKHRSLQLRQ²
D  WKDW WKH DIIDLUV RI DQ\ FRPSDQ\DUHQRWEHLQJPDQDJHGLQDFFRUGDQFH
ZLWKVRXQGEXVLQHVVSULQFLSOHVRUSUXGHQWFRPPHUFLDOSUDFWLFHVRU
(b) that any company is being managed in a manner likely to cause serious injury
and damage to the interest of the trade, industry or business to which it pertains; or
(c) that the financial position of any company is such as to endangers its solvency;
or
G  WKDW FRQWUDYHQWLRQ RI WKH SURYLVLRQV RI WKLV $FW LQ UHODWLRQ WR WKH
PDLQWHQDQFHRIDFFRXQWVRIWKHFRPSDQ\RULQWKHFRQGXFWRIDXGLWKDYHHURGHG
WKHIDLWKDQGFRQILGHQFHLQWKHSURSHUPDQDJHPHQWRIWKHFRPSDQ\RU
(e) that the management of the company is being conducted in any manner
prejudicial to the interests of holders of securities or development of securities market or
creditors of the company or the public interest;
(f) the management of the company has indulged in insider trading or market
manipulation,
the Central Government may, at any time, by order, direct that a special audit, cost audit
or secretarial audit of the company’s accounts as it may consider necessary, shall be
conducted either by a chartered accountant or a cost accountant or a company secretary or
a firm of such professionals, as the case may be, or by the company’s auditor himself, for
such period or periods, as may be, specified in the order.”.
(b) sub-section (2) shall be omitted;
(c) in sub-section (5), for the words “punishable with fine which may extend to five thousand
rupees”, the words “punishable with imprisonment for a term which may extend to one year and with
fine which may extend to five thousand rupees and also with a further fine which may extend to five
hundred rupees for every day during which default continues” shall be substituted;
G LQVXEVHFWLRQ  WKHSURYLVRVKDOOEHRPLWWHG
H  LQ VXEVHFWLRQ   IRU WKH ZRUGV ³SDLG E\ WKH FRPSDQ\´ WKH ZRUGV ³SDLG E\ WKH
FRPSDQ\ LQ VXFK PDQQHU DV PD\ EHSUHVFULEHGWRWKH&HQWUDO*RYHUQPHQWZLWKLQILIWHHQ
GD\VIURPWKHGD\RIVXFKGHWHUPLQDWLRQ´VKDOOEHVXEVWLWXWHG

(f) after sub-section (7), the following sub-section shall be inserted, namely:—
³  7KH&HQWUDO*RYHUQPHQWVKDOORQUHFHLSWRIUHSRUWRIVSHFLDODXGLWRUXQGHU

VXEVHFWLRQ   RXW RI WKH H[SHQVHV UHFHLYHG XQGHU VXEVHFWLRQ   SD\ WKH
UHPXQHUDWLRQRIWKHVSHFLDODXGLWRU´

113. In section 233B of the principal Act, in sub-section (2), for the words, brackets , figures and
letter “sub-section (1B) of section 224 and with the previous approval of the Central Government”, the
words, brackets, figures and letter “sub-section (1B) of section 224” shall be substituted.
114. In section 234A of the principal Act, —
D  LQ VXEVHFWLRQ   IRU FODXVH F  WKH IROORZLQJ FODXVH VKDOO EH VXEVWLWXWHG
QDPHO\²
³ F WRVHL]HVXFKERRNVDQGSDSHUVDVKHFRQVLGHUVQHFHVVDU\DIWHUDOORZLQJWR
WDNH FRSLHV RI RU H[WUDFWV IURP VXFK ERRNV RU SDSHUV WR EH WDNHQ DW WKH FRVW RI
FRPSDQ\´
E LQVXEVHFWLRQ  ²
L IRUWKHZRUGV³WKLUWLHWKGD\´WKHZRUGV³QLQHWLHWKGD\´VKDOOEHVXEVWLWXWHG
LL DIWHUWKHSURYLVRWKHIROORZLQJSURYLVRVKDOOEHLQVHUWHGQDPHO\²
³3URYLGHGIXUWKHUWKDWWKHFRPSDQ\PD\REWDLQIURPWKH5HJLVWUDUDWLWVFRVWVWKH
DWWHVWHGFRS\RIDQ\RILWVSDSHUVRUERRNVVHL]HGDWLWVFRVW´
115. In section 240A of the principal Act, in sub-section (2), for clause (c), the following clause shall
be substituted, namely:—
“(c) to seize such books and papers as he considers necessary for the purposes of his
investigation after allowing to take copies of, or extracts therefrom.”.
116. After section 247 of the principal Act, the following section shall be inserted, namely:—
“248. (1) Where it appears to the Central Government, or to the Tribunal in any proceedings
before it, that there is good reason to investigate the ownership of any shares in or debentures of a
company or of a body corporate and that it is unnecessary to appoint an inspector for the purpose, the
Central Government or the Tribunal, as the case may be, may require any person whom it has
reasonable cause to believe—
D WREHRUWRKDYHEHHQLQWHUHVWHGLQWKRVHVKDUHVRUGHEHQWXUHV
(b) to act, or to have acted, in relation to those shares or debentures, as the legal adviser
or agent of someone interested therein,
to give the Central Government or the Tribunal, as the case may be, any information
which he has, or can reasonably be expected to obtain, as to the present and past interests in
those shares or debentures, and the names and addresses of the persons interested and of any
persons who act or have acted on their behalf in relation to the shares or debentures.
 )RUWKHSXUSRVHVRIVXEVHFWLRQ  DSHUVRQVKDOOEHGHHPHGWRKDYHDQLQWHUHVW
LQDVKDUHRUGHEHQWXUH²
D  LI KH KDV DQ\ ULJKW WR DFTXLUH RU GLVSRVH RI WKH VKDUH RU GHEHQWXUH RU DQ\
LQWHUHVWWKHUHLQRUWRYRWHLQUHVSHFWWKHUHRI
E  LI KLV FRQVHQW LV QHFHVVDU\ IRU WKH H[HUFLVH RI DQ\ RI WKH ULJKWV RI RWKHU
SHUVRQVLQWHUHVWHGWKHUHLQRU
F  LI RWKHU SHUVRQV LQWHUHVWHG WKHUHLQ FDQ EH UHTXLUHG RU DUH DFFXVWRPHG WR
H[HUFLVHWKHLUULJKWVLQDFFRUGDQFHZLWKKLVGLUHFWLRQVRULQVWUXFWLRQV
 $Q\SHUVRQ²
D ZKRIDLOVWRJLYHDQ\LQIRUPDWLRQUHTXLUHGRIKLPXQGHUWKLVVHFWLRQRU
E  ZKR LQ JLYLQJ DQ\ VXFK LQIRUPDWLRQ PDNHV DQ\ VWDWHPHQW ZKLFK KH NQRZV
WREHIDOVHLQDPDWHULDOSDUWLFXODURUUHFNOHVVO\PDNHVDQ\VWDWHPHQWZKLFKLVIDOVHLQ

DPDWHULDOSDUWLFXODU
shall be punishable with imprisonment for a term which may extend to six months, or with fine which
may extend to ten thousand rupees, or with both.”.
117. In section 250 of the principal Act, in sub-section (9), for the words “term which may extend to
six months,” the words “ term which may extend to two years” shall be substituted.
118. For section 252 of the principal Act, the following section shall be substituted, namely:—
“252. (1) Every public company having paid-up capital and free reserves of five crores rupees
or more; or a turnover of fifty crores rupees, or more shall have a minimum of seven directors out of
which majority of directors shall be independent directors:
Provided that such public company shall have such number of women directors, as may be
prescribed.
  (YHU\ SXEOLF FRPSDQ\ RWKHU WKDQ UHIHUUHG WR LQ VXEVHFWLRQ   VKDOO KDYH D
PLQLPXPRIWKUHHGLUHFWRUV
 1RSXEOLFFRPSDQ\VKDOOKDYHPRUHWKDQILIWHHQGLUHFWRUV
  ,Q FDVH D SXEOLF FRPSDQ\ UHIHUUHG WR LQ VXEVHFWLRQ   KDV PRUH WKDQ  VHYHQ
GLUHFWRUV ZLWKRXW SUHMXGLFH WR WKH SURYLVLRQV FRQWDLQHG LQ VXEVHFWLRQ   VXFK SXEOLF
FRPSDQ\VKDOOKDYHVXFKQXPEHURIZRPDQGLUHFWRUVDQGLQGHSHQGHQWGLUHFWRUVDVPD\EH
SUHVFULEHG
3URYLGHG WKDW WKH FRPSDQLHV KDYLQJ OHVV WKDQ ILIW\ VKDUHKROGHUV DQG ZKLFK GR QRW
KDYHDQ\GHEWRUIXQGLQJIURPWKHSXEOLFRUEDQNVRUSXEOLFILQDQFLDOLQVWLWXWLRQVVKDOOQRW
EHUHTXLUHGWRKDYHPLQLPXPVHYHQGLUHFWRUVRULQGHSHQGHQWGLUHFWRUV
3URYLGHGIXUWKHUWKDWDSXEOLFFRPSDQ\KDYLQJ²
D DSDLGXSFDSLWDORIILYHFURUHUXSHHVRUPRUH
E RQHWKRXVDQGRUPRUHVPDOOVKDUHKROGHUV
PD\ KDYH D GLUHFWRU HOHFWHG E\ VXFK VPDOO VKDUHKROGHUV LQ WKH PDQQHU DV PD\ EH
SUHVFULEHG
3URYLGHG DOVR WKDW WKH FRPSDQLHV H[LVWLQJ EHIRUH WKH FRPPHQFHPHQW RI WKH &RPSDQLHV
$PHQGPHQW  $FW  VKDOO KDYH PLQLPXP QXPEHU RI GLUHFWRUV PD[LPXP QXPEHU RI
GLUHFWRUVLQGHSHQGHQWGLUHFWRUVDQGZRPDQGLUHFWRUVLQDFFRUGDQFHZLWKWKHSURYLVLRQVRI
WKLVVHFWLRQZLWKLQVXFKSHULRGDQGLQVXFKPDQQHUDVPD\EHSUHVFULEHG
3URYLGHG DOVR WKDW SURYLVLRQV FRQWDLQHG LQ VHFWLRQ  DV LW VWRRG LPPHGLDWHO\ EHIRUH WKH
FRPPHQFHPHQWRIWKH&RPSDQLHV $PHQGPHQW $FWVKDOOFRQWLQXHWRDSSO\WRWKH
FRPSDQLHV H[LVWLQJ EHIRUH VXFK DPHQGPHQW XQWLO WKH SHULRG DQG WKH PDQQHU KDV EHHQ
SUHVFULEHGXQGHUWKHWKLUGSURYLVR
 (YHU\SULYDWHFRPSDQ\VKDOOKDYHDWOHDVWWZRGLUHFWRUV
  7KH GLUHFWRUV RI D FRPSDQ\ FROOHFWLYHO\ DUH UHIHUUHG WR LQ WKLV $FW DV WKH µµ%RDUG RI
GLUHFWRUV¶¶DVµµ%RDUG¶¶
([SODQDWLRQ²)RUWKHSXUSRVHVRIWKLVSURYLVR³VPDOOVKDUHKROGHUV´PHDQVDVKDUHKROGHU
KROGLQJVKDUHVRIQRPLQDOYDOXHRIWZHQW\WKRXVDQGUXSHHVRUOHVVLQDSXEOLFFRPSDQ\WRZKLFK
WKLVVHFWLRQDSSOLHV
Explanation 2.—For the purposes of counting the number of independent directors, the woman
directors who are also independent directors shall also be reckoned in the total number of independent
directors.
119. After section 252 of the principal Act, the following section shall be inserted, namely:—
“252A. (1) A person shall not be capable of beeing appointed as independent director of a
company if —
(a) he is a whole-time director or a managing director of the company; or

(b) he has any transaction with the company (including its holding company or subsidiary
company) or its chairman or managing director or whole-time director or secretary or manager
or any officer who can be considered as an officer in default in connection with business or
profession or in any other capacity; or
(c) he is relative of the chairman or managing director or whole-time director or secretary
or manager or any officer who can be considered as an officer in default of the company; or
(d) he has held any post in the company; or
(e) he has been an auditor or internal auditor or consultant (including advocate or legal
advisor) of the company during any of the three preceding financial years; or
(f) he is or has been a supplier or vendor or customer of the goods or services of the
company; or
(g) he holds two per cent. or more of the securities of the company having voting rights;
or
(h) he has been a director or an independent director for a consecutive period of nine
years or more; or
(i) he is holder of any equity shares of the company in which he is an independent
director during his tenure as such a director and six months after he ceases to be an independent
director; or
(j) he is a nominee director or employee or executive director of any bank or financial
institution or corporation which has offered financial assistance to the company; or
(k) he is nominated director in any other company which has nominated a director in the
company in which he is an independent director.
(2) No person shall be appointed as an independent director unless he has taken a training, from
such date as the Central Government may notify, from an institute notified by the Central
Government, within a period of two years prior to his appointment as such:
Provided that an independent director may take the training within eighteen months of his
appointment, from an institute notified by the Central Government in failing which he shall cease to
be an independent director and be not eligible for appointment as an independent director in any
company till such time he takes training but he may continue as a director in that company:
Provided further that an independent directors appointed before the commencement of the
Companies (Amendment) Act, 2003, shall take training from such date as may be notified under the
first proviso.’’.
120. In section 256 of the principal Act, in sub-section (1), the words and figures “held next after the
date of the general meeting at which the first directors are appointed in accordance with section 255” shall
be omitted.
121. In section 257 of the principal Act, for sub-section (1), the following sub-section shall be
substituted, namely:—
³  $SHUVRQZKRLVQRWDUHWLULQJGLUHFWRUVKDOOVXEMHFWWRWKHSURYLVLRQVRIWKLV$FW
EH HOLJLEOH IRU DSSRLQWPHQWWRWKHRIILFHRIGLUHFWRUDWDQ\JHQHUDOPHHWLQJLIKHRUVRPH
PHPEHU LQWHQGLQJ WR SURSRVH KLP KDV WKH FRQVHQW RIRQHKXQGUHGVKDUHKROGHUVRURIWKH
KROGHUV RI RQH SHU FHQW RI WKH YRWLQJ SRZHU DQG KDV QRW OHVV WKDQ IRXUWHHQ GD\V EHIRUH
WKHPHHWLQJOHIWDWWKHRIILFHRIWKHFRPSDQ\DQRWLFHLQZULWLQJXQGHUKLVKDQGVLJQLI\LQJ
KLVFDQGLGDWXUHIRUWKHRIILFHRIGLUHFWRURUWKHLQWHQWLRQRIVXFKPHPEHUWRSURSRVHKLPDV
DFDQGLGDWHIRUWKDWRIILFHDVWKHFDVHPD\EHDORQJZLWKDGHSRVLWRIWHQWKRXVDQGUXSHHV
ZKLFKVKDOOEHIRUIHLWHGLIWKHYRWHVFDVWRQWKHUHVROXWLRQDUHOHVVWKDQRQHSHUFHQWRIWKH
WRWDOQXPEHURIYRWHVFDVWLQIDYRXURIWKHUHVROXWLRQ´

122. In section 259 of the principal Act, for the proviso, the following provisos shall be substituted,
namely:—

“Provided that where such permissible maximum is fifteen or less than fifteen, no approval of
the Central Government shall be required if the increase in the number of its directors does not make
the total number of its directors more than fifteen:
Provided further that the approval by the Central Government under this section for any
increase in the number of directors beyond fifteen shall not have any effect after expiry of one
hundred eighty days from the date of such approval.”.
123. In section 260 of the principal Act, after the second proviso, the following proviso shall be
inserted, namely:—
³3URYLGHG DOVR WKDW QR SHUVRQ ZKR KDV LQ DQ HOHFWLRQ IDLOHG WR JHW HOHFWHG DV D
GLUHFWRUVKDOOEHDSSRLQWHGDVDQDGGLWLRQDOGLUHFWRUWLOOWKHQH[WDQQXDOJHQHUDOPHHWLQJRI
WKHFRPSDQ\´

124. For section 266 of the principal Act, the following section shall be substituted, namely:—
³  $SHUVRQVKDOOQRWEHFDSDEOHRIEHLQJDSSRLQWHGDVDGLUHFWRURIDFRPSDQ\
E\WKHDUWLFOHVDQGVKDOOQRWEHQDPHGDVDGLUHFWRURUSURSRVHGGLUHFWRURIDFRPSDQ\LQD
SURVSHFWXV LVVXHG E\ RU RQ EHKDOI RI WKH FRPSDQ\ RU DV SURSRVHG GLUHFWRURIDQLQWHQGHG
FRPSDQ\ LQ D SURVSHFWXV LVVXHG LQ UHODWLRQ WR WKDW LQWHQGHG FRPSDQ\ XQOHVV EHIRUH WKH
UHJLVWUDWLRQRIWKHDUWLFOHVRUWKHSXEOLFDWLRQRIWKHSURVSHFWXVKHKDVE\KLPVHOIRUE\KLV
DJHQWDXWKRULVHGLQZULWLQJVLJQHGDQGILOHGZLWKWKH5HJLVWUDUDFRQVHQWLQZULWLQJWRDFW
DVVXFKGLUHFWRU
 7KLVVHFWLRQVKDOOQRWDSSO\WR²
D DFRPSDQ\QRWKDYLQJDVKDUHFDSLWDO
E DSULYDWHFRPSDQ\RU
F DSURVSHFWXVLVVXHGE\RURQEHKDOIRIDFRPSDQ\DIWHUWKHH[SLU\RIRQH\HDU
IURPWKHGDWHRQZKLFKWKHFRPSDQ\ZDVLQFRUSRUDWHG´
125. In section 270 of the principal Act, after sub-section (4), the following proviso shall be inserted,
namely:—
“Provided that nothing contained in this section shall apply on or after the commencement of
Companies (Amendment) Act, 2003.”.
126. In section 274 of the principal Act, —
D LQVXEVHFWLRQ  ²
L LQFODXVH J LQVXEFODXVH % DIWHUWKHZRUGV³GHEHQWXUHVRQGXHGDWH´WKH
ZRUGV³RUSD\LQWHUHVWWKHUHRQRQGXHGDWH´VKDOOEHLQVHUWHG
LL DIWHUFODXVH J WKHIROORZLQJFODXVHVVKDOOEHLQVHUWHGQDPHO\²
³ K  KH KDV EHHQ FRQYLFWHG IRU DQ\ GHIDXOW SXQLVKDEOH ZLWK LQSULVLRQPHQW
XQGHUWKLV$FW´
L  KH KDV IDLOHG WR DFTXLUH VXFK SHUFHQWDJH RI VKDUHV LQ VXFK FODVV RI
FRPSDQLHVDVPD\EHSUHVFULEHG¶¶
E  LQ VXEVHFWLRQ   DIWHU FODXVH E  WKH IROORZLQJ FODXVH VKDOO EH LQVHUWHG
QDPHO\²
³ F WKHGLVTXDOLILFDWLRQLQFXUUHGE\DQ\FRPSDQ\RUSHUVRQE\YLUWXHRIFODXVH J RU
FODXVH K  RI VXEVHFWLRQ   HLWKHU JHQHUDOO\ RU LQ UHODWLRQ WR DQ\ FRPSDQ\ RI FRPSDQLHV
VSHFLILHGLQWKHQRWLILFDWLRQ´

127. For sections 275 and 276 of the principal Act, the following sections shall be substituted,

namely:—
³   1R SHUVRQ VKDOO KROG RIILFH DW WKH VDPH WLPH DV D GLUHFWRU LQ PRUH WKDQ
ILIWHHQFRPSDQLHV
3URYLGHG WKDW ZKHUH DQ\ VXFK SHUVRQ DOVR KROGV RIILFH DV D PDQDJLQJ GLUHFWRU RU
ZKROHWLPHGLUHFWRULQDQ\FRPSDQ\WKHOLPLWVSHFLILHGLQWKLVVXEVHFWLRQVKDOOEHUHGXFHG
WRWHQ
3URYLGHG IXUWKHU WKDW WKH &HQWUDO*RYHUQPHQWPD\VSHFLI\E\WKHQRWLILFDWLRQLQWKH
2IILFLDO*D]HWWHWKHSHUFHQWDJHRIVKDUHVZKLFKPD\EHKHOGE\VXFKGLUHFWRULQDFODVVRU
FODVVHVRIFRPSDQLHVZKHUHLQDSHUVRQPD\EHDSSRLQWHGDVDGLUHFWRU
³   $Q\ SHUVRQ KROGLQJ RIILFH DV GLUHFWRU LQ PRUH WKDQ ILIWHHQ FRPSDQLHV RU
KROGLQJRIILFHDVDPDQDJLQJRUZKROHWLPHGLUHFWRULQRQHRUPRUHFRPSDQLHVDQGKROGLQJ
RIILFHDVDGLUHFWRULQPRUHWKDQWHQFRPSDQLHVLPPHGLDWHO\EHIRUHWKHFRPPHQFHPHQWRI
WKH &RPSDQLHV $PHQGPHQW  $FW  VKDOO ZLWKLQ VL[W\ GD\V IURP VXFK
FRPPHQFHPHQW²
D FKRRVHQRWPRUHWKDQILIWHHQRUDVWKHFDVHPD\EHWHQRIWKRVHFRPSDQLHV
LQZKLFKKHZLVKHVWRFRQWLQXHWRKROGWKHRIILFHRIGLUHFWRU
E UHVLJQKLVRIILFHDVGLUHFWRULQWKHRWKHUFRPSDQLHVDQG
F LQWLPDWHWKHFKRLFHPDGHE\KLPXQGHUFODXVH D WRHDFKRIWKHFRPSDQLHV
LQ ZKLFK KH ZDV KROGLQJ WKH RIILFH RI GLUHFWRU EHIRUH VXFK FRPPHQFHPHQW WR WKH
5HJLVWUDUKDYLQJMXULVGLFWLRQLQUHVSHFWRIHDFKVXFKFRPSDQ\
  $Q\ UHVLJQDWLRQ PDGH LQ SXUVXDQFHRIFODXVH E RIVXEVHFWLRQ  VKDOOEHFRPH
HIIHFWLYHLPPHGLDWHO\RQWKHGHVSDWFKWKHUHRIWRWKHFRPSDQ\FRQFHUQHG
  :KHUH D SHUVRQ DOUHDG\ KROGLQJ WKH RIILFH RI GLUHFWRU LQ ILIWHHQ FRPSDQLHV LV
DSSRLQWHG DIWHU WKH FRPPHQFHPHQW RI WKH &RPSDQLHV $PHQGPHQW  $FW  DV D
GLUHFWRURIDQ\RWKHUFRPSDQ\WKHDSSRLQWPHQW²
D  VKDOO QRW WDNH HIIHFW XQOHVV VXFK SHUVRQ KDV ZLWKLQ ILIWHHQ GD\V WKHUHRI
HIIHFWLYHO\ YDFDWHG KLV RIILFH DV GLUHFWRU LQ DQ\ RI WKH FRPSDQLHV LQ ZKLFK KH ZDV
DOUHDG\DGLUHFWRUDQG
E VKDOOEHFRPHYRLGLPPHGLDWHO\RQWKHH[SLU\RIWKHILIWHHQGD\VLIKHKDVQRW
EHIRUH VXFK H[SLU\ HIIHFWLYHO\ YDFDWHG KLV RIILFH DV GLUHFWRU LQ DQ\ RI WKH RWKHU
FRPSDQLHVDIRUHVDLG´
128. In section 279 of the principal Act, —
(a) for the words “fifteen companies”, the words “fifteen or ten companies, as the case may
be,” shall be substituted;
(b) for the words “first twenty”, the words “first ten or fifteen, as the case may be,” shall be
substituted.
129. After section 279 of the principal Act, the following section shall be inserted, namely:—
“280. (1) No person shall be eligible to hold office as a managing director, whole-time director
or other director or manager of a company, if he has attained the age of seventy-five years.
(2) Where any managing director, whole-time director or other director or manager attains the
age of seventy-five years, on the commencement of the Companies (Amendment) Act, 2003 or at any
time thereafter, then, notwithstanding anything contained in sub-section (1), he shall continue to hold
such office even after such commencement until the expiry of his term.

(3) Nothing in this section shall apply to a private company unless it is a subsidiary of a public
company.”.
130. In section 283 of the principal Act, in sub-section (2A), for the words, “punishable with fine”,
the words, “punishable with imprisonment for a term which may extend to three years and with fine”, shall
be substituted.
131. In section 284 of the principal Act, for sub-section (2), the following sub-section shall be
substituted, namely:—
“(2) Special notice shall be required of any resolution to remove a director under this section,
or to appoint some other person in place of a director so removed at the meeting at which he is
removed along with a deposit of ten thousand rupees:
Provided that such deposit shall not be refunded unless ten per cent. or more of the total votes
has been cast in favour of such resolution.”.
132. For section 285 of the principal Act, the following section shall be substituted, namely:—
³  ,QWKHFDVHRIHYHU\FRPSDQ\DPHHWLQJRILWV%RDUGVKDOOEHKHOGLQVXFKD
PDQQHUWKDWQRWPRUHWKDQWKUHHPRQWKVVKDOOODSVHEHWZHHQWZRFRQVHFXWLYHPHHWLQJVRI
WKH%RDUG
Provided that the Central Government may, by notification in the Official Gazette, direct that
the provisions of this section shall not apply in relation to any class of companies or shall apply in
relation thereto subject to such exceptions, modifications or conditions as may be specified in that
notification.
(2) Any meeting of the Board of directors may be held by participation of the directors of the
Board through teleconferencing or video conferencing and such meeting shall be valid if the minutes
of such meeting has been approved and signed subsequently by all directors of the Board who
participated in such meeting:
Provided that the Central Government may, by a notification in the Official Gazette, specify the
powers which shall not be exercised in a meeting held through teleconferencing or video
conferencing.”.
133. In section 286 of the principal Act, for sub-section (1), the following shall be substituted,
namely:—
³  1RWLFHRIHYHU\PHHWLQJRIWKH%RDUGRIDSXEOLFFRPSDQ\DORQJZLWKWKHDJHQGD
VKDOO EH JLYHQ LQ ZULWLQJ WR HYHU\ GLUHFWRU IRU WKH WLPH EHLQJ LQ ,QGLD DQG DW KLV XVXDO
DGGUHVV LQ ,QGLD WR HYHU\ RWKHU GLUHFWRU QRW OHVV WKDQ VHYHQ GD\V EHIRUH WKH GDWH RI WKH
PHHWLQJ
3URYLGHG WKDW QRWKLQJ LQ WKLV VXEVHFWLRQ VKDOO DSSO\ WR DQ HPHUJHQF\ PHHWLQJ IRU
ZKLFKDPDMRULW\RIWKHGLUHFWRUVKDYHDJUHHGWRZDLYHVXFKUHTXLUHPHQW
Provided that in the case of companies having a paid-up capital and free reserves of ten crore
rupees or more or having turnover of fifty crore rupees, such emergency meeting shall be valid if the
majority of independent directors were present in such meeting.’’.
134. In section 289 of the principal Act, the following proviso shall be inserted, namely:—
“Provided that such resolution is ratified at a subsequent meeting of the Board or the
Committee thereof, as the case may be, and is made part of the minutes of such meeting.”.
135. In section 292 of the principal Act,—
D LQVXEVHFWLRQ  ²
L LQFODXVH E IRUWKHZRUG³GHEHQWXUH´WKHZRUGV³VHFXULWLHVZKHWKHULVVXHG

LQ,QGLDRURXWVLGH´VKDOOEHVXEVWLWXWHG
LL IRUFODXVH H WKHIROORZLQJFODXVHVVKDOOEHVXEVWLWXWHGQDPHO\²
³ H  WKH SRZHU WR JUDQW ORDQV RU JLYH JXDUDQWHH RU SURYLGH VHFXULW\ LQ
UHVSHFWRIORDQ
I WKHSRZHUWRDSSURYHWKHEDODQFHVKHHWWKHSURILWDQGORVVDFFRXQWDQG
WKHGLUHFWRU¶VUHSRUW
J

WKHSRZHUWRGLYHUVLI\WKHEXVLQHVVRIWKHFRPSDQ\

K

WKHSRZHUWRDSSURYHDPDOJDPDWLRQPHUJHURUUHFRQVWUXFWLRQ

L WKHSRZHUWRWDNHRYHUDFRPSDQ\RUDFTXLUHDFRQWUROOLQJRUVXEVWDQWLDO
VWDNHLQDQRWKHUFRPSDQ\
M WKHSRZHUWRPDNHFRQWULEXWLRQWRFKDULWDEOHRURWKHUIXQGV¶¶
E IRUVXEVHFWLRQ  WKHIROORZLQJVXEVHFWLRQVKDOOEHVXEVWLWXWHGQDPHO\²
³  (YHU\UHVROXWLRQGHOHJDWLQJWKHSRZHUUHIHUUHGWRLQFODXVH G RIVXEVHFWLRQ  
VKDOOVSHFLI\WKHWRWDODPRXQWXSWRZKLFKWKHIXQGVPD\EHLQYHVWHGDQGWKHQDWXUHRIWKH
LQYHVWPHQWVZKLFKPD\EHPDGHE\WKHGHOHJDWHDQGVXFKUHVROXWLRQVKDOOEHSDVVHGZLWK
WKHFRQVHQWRIDOOWKHGLUHFWRUVSUHVHQWDWWKHPHHWLQJ
3URYLGHGWKDWWKHSRZHUWRLQYHVWXQGHUFODXVH G VKDOOQRWH[FHHGWZHQW\SHUFHQW
RIWKHSDLGXSFDSLWDODQGIUHHUHVHUYHVRIWKHFRPSDQ\LQDILQDQFLDO\HDU´
F  LQ VXEVHFWLRQ   DIWHU WKH ZRUGV ³LQGLYLGXDO FDVHV´ WKH ZRUGV ³DQG VXFK
UHVROXWLRQVKDOOEHSDVVHGZLWKWKHFRQVHQWRIDOOWKHGLUHFWRUVSUHVHQWDWWKHPHHWLQJ´VKDOO
EHLQVHUWHG
G DIWHUVXEVHFWLRQ  WKHIROORZLQJVXEVHFWLRQVKDOOEHLQVHUWHGQDPHO\²
“(4A) Every resolution delegating powers referred to in clause (j) of sub-section (1) shall
specify the total amount up to which contributions may be made by the delegate, the purpose
for which the contributions may be made and the maximum amount of contribution which may
be made for each such purpose in individual cases.”.
136. In section 292A of the principal Act, for sub-section (1), the following sub-sections shall be
substituted namely:—
³  (YHU\SXEOLFFRPSDQ\KDYLQJSDLGXSFDSLWDORIQRWOHVVWKDQILYHFURUHVRIUXSHHV
VKDOOFRQVWLWXWHDFRPPLWWHHRIWKH%RDUGNQRZQDV$XGLW&RPPLWWHHZKLFKVKDOOFRQVLVWRI
QRW OHVV WKDQ WZR LQGHSHQGHQW GLUHFWRUV DQG QRW PRUH WKDQ VXFK QXPEHU RI PD[LPXP
LQGHSHQGHQWGLUHFWRUVDVWKH&HQWUDO*RYHUQPHQWPD\SUHVFULEH
3URYLGHGWKDWHYHU\&RPSDQ\ZKLFKKDVFRQVROLGDWHGWKH$XGLW&RPPLWWHHEHIRUHWKH
FRPPHQFHPHQW RI WKH &RPSDQLHV $PHQGPHQW  $FW  VKDOO UHFRQVWLWXWH ZLWKLQ RQH
\HDUIURPVXFKFRPPHQFHPHQWWKH$XGLW&RPPLWWHHFRQVLVWLQJRILQGHSHQGHQWGLUHFWRUVLQ
DFFRUGDQFHZLWKWKHSURYLVLRQVRIWKLV$FW
$  7KH PHPEHUV RI WKH $XGLW &RPPLWWHH VKDOO H[HUFLVH VXFK SRZHUV DQG SHUIRUP
VXFKIXQFWLRQVDVPD\EHSUHVFULEHG´

137. In section 293 of the principal Act,—
D  LQ VXEVHFWLRQ   DIWHU FODXVH D  WKH IROORZLQJ SURYLVRV VKDOO EH LQVHUWHG
QDPHO\²
³3URYLGHG WKDW WKH VDOH OHDVH RU RWKHUZLVH GLVSRVDO RI WKH XQGHUWDNLQJ RI D

FRPSDQ\LQDILQDQFLDO\HDUVKDOOQRWH[FHHGWZHQW\SHUFHQWRIWKHWRWDODVVHWVRIWKH
XQGHUWDNLQJRUWHQSHUFHQWRIWKHWRWDODVVHWVRIWKHFRPSDQ\ZKLFKHYHULVKLJKHU
LQWKDWILQDQFLDO\HDU
3URYLGHGIXUWKHUWKDWQRWKLQJLQWKLVVXEVHFWLRQVKDOODSSO\WRWKHFUHDWLRQRID
FKDUJH RU PRUWJDJH RI WKH ZKROH RU VXEVWDQWLDOO\ WKH ZKROH RI DQ\ XQGHUWDNLQJ LQ
IDYRXU RI D ILQDQFLDO LQVWLWXWLRQ RU D VFKHGXOH EDQN IRU REWDLQLQJ DQ\ ILQDQFLDO
DVVLVWDQFH´
E DIWHU([SODQDWLRQ,,,WKHIROORZLQJ([SODQDWLRQVKDOOEHLQVHUWHGQDPHO\²
‘Explanation IV.— The expression “undertaking” in clause (a) of this sub-section (other
than the proviso thereto), means an undertaking in which the investment of the company
exceeds five per cent. of its net worth.’.
138. For section 294 of the principal Act, the following section shall be substituted, namely:—
µµ   1R FRPSDQ\VKDOODSSRLQWDVROHVHOOLQJDJHQWIRUDQ\DUHDLQ,QGLDH[FHSW
ZLWK WKH SUHYLRXV FRQVHQW RI WKH FRPSDQ\ DFFRUGHG E\ D VSHFLDO UHVROXWLRQ LQ D JHQHUDO
PHHWLQJ
3URYLGHGWKDWZKHUHWKHVROHVHOOLQJDJHQWKDVDVXEVWDQWLDOLQWHUHVWLQWKHFRPSDQ\
WKH SDUWLFXODUVUHODWLQJWRVXFKVROHVHOOLQJDJHQWVVKDOOEHGLVFORVHGDVDVHSDUDWHLWHPLQ
WKH%RDUG¶VUHSRUWIRUHYHU\ILQDQFLDO\HDULQVXFKIRUPDVPD\EHSUHVFULEHG
  1R FRPSDQ\ VKDOO DSSRLQW D VROH VHOOLQJ DJHQW IRU DQ\ DUHD RXWVLGH ,QGLD H[FHSW
ZLWK WKH SUHYLRXV FRQVHQW RI WKH %RDUG DQG WKH SDUWLFXODUV UHODWLQJ WR VXFK VROH VHOOLQJ
DJHQWVKDOOEHGLVFORVHGDVDVHSDUDWHLWHPLQWKH%RDUG¶V5HSRUWIRUHYHU\ILQDQFLDO\HDULQ
VXFKIRUPDVPD\EHSUHVFULEHG
  :LWKRXW SUHMXGLFH WR WKH SURYLVLRQV FRQWDLQHG LQ VXEVHFWLRQ   ZKHUH WKH VROH
VHOOLQJDJHQWKDVDVXEVWDQWLDOLQWHUHVWLQWKHFRPSDQ\VXFKDSSRLQWPHQWVKDOOUHTXLUHWKH
SUHYLRXV FRQVHQW RI WKH FRPSDQ\ DFFRUGHG E\ VSHFLDO UHVROXWLRQLQDJHQHUDOPHHWLQJDQG
DOVR SULRU DSSURYDO RI DOO WKH ILQDQFLDO LQVWLWXWLRQV ZKLFK KDYH JLYHQ WHUP ORDQ WR WKH
FRPSDQ\
 :KHUHWKH&HQWUDO*RYHUQPHQWLVRIWKHRSLQLRQWKDWWKHGHPDQGIRUJRRGVRIDQ\
FDWHJRU\WREHVSHFLILHGE\WKDW*RYHUQPHQWLVVXEVWDQWLDOO\LQH[FHVVRIWKHSURGXFWLRQRI
VXSSO\RIVXFKJRRGVDQGWKDWWKHVHUYLFHVRIVROHVHOOLQJDJHQWVZLOOQRWEHQHFHVVDU\WR
FUHDWHDPDUNHWIRUVXFKJRRGVWKH&HQWUDO*RYHUQPHQWPD\E\QRWLILFDWLRQLQWKH2IILFLDO
*D]HWWHGHFODUHWKDWVROHVHOOLQJDJHQWVVKDOOQRWEHDSSRLQWHGE\DFRPSDQ\IRUWKHVDOHRI
VXFKJRRGVIRUVXFKSHULRGDVPD\EHVSHFLILHGLQWKHGHFODUDWLRQ
 :KHUHWKHUHLVDQ\FKDQJHLQWKHFRPSRVLWLRQRUVWDWXVRIDQ\VROHVHOOLQJDJHQW
DSSRLQWHGXQGHUVXEVHFWLRQ  RULQWKHLQWHUHVWRIGLUHFWRUVRURWKHULPSRUWDQWWHUPVRI
DSSRLQWPHQW VXFK VROH VHOOLQJ DJHQW FDQQRW EH FRQWLQXHG DV VXFK IURP WKH GDWH RI VXFK
FKDQJHXQOHVVWKHVDPHSURFHGXUHIRUWKHDSSRLQWPHQWRIWKHVROHVHOOLQJDJHQWLQ,QGLDRU
DVWKHFDVHPD\EHRXWVLGH,QGLDLVIROORZHGIRUVXFKFRQWLQXDQFHE\WKHFRPSDQ\
  D  :KHUH D FRPSDQ\ KDV D VROH VHOOLQJ DJHQW E\ ZKDWHYHUQDPHFDOOHG IRUDQ
DUHDDQGLWDSSHDUVWRWKH&HQWUDO*RYHUQPHQWWKDWIRUWKHSXUSRVHRIGHWHUPLQLQJZKHWKHU
RUQRWVXFKWHUPVDQGFRQGLWLRQVDUHSUHMXGLFLDOWRWKHLQWHUHVWVRIWKHFRPSDQ\RUWKDWWKH
FRQGLWLRQVVSHFLILHGIRUKLVDSSRLQWPHQWXQGHUVXEVHFWLRQ  KDYHQRWEHHQIROORZHGLWLV
QHFHVVDU\VRWRGRLWPD\UHTXLUHWKHFRPSDQ\WRIXUQLVKWRLWVXFKLQIRUPDWLRQUHJDUGLQJ
WKH WHUPV DQG FRQGLWLRQV RI WKH DSSRLQWPHQW RI WKH VROH VHOOLQJ DJHQW DV LW FRQVLGHUV
QHFHVVDU\
E  ,I WKH FRPSDQ\ UHIXVHV RU QHJOHFWV WR IXUQLVK DQ\ VXFK LQIRUPDWLRQ WKH &HQWUDO

*RYHUQPHQW PD\ DSSRLQW D VXLWDEOH SHUVRQ WR LQYHVWLJDWH DQG UHSRUW RQ WKH WHUPV DQG
FRQGLWLRQVRIDSSRLQWPHQWRIWKHVROHVHOOLQJDJHQW
F ,IDIWHUSHUXVDORIWKHLQIRUPDWLRQIXUQLVKHGE\WKHFRPSDQ\RUDVWKHFDVHPD\
EHWKHUHSRUWVXEPLWWHGE\WKHSHUVRQDSSRLQWHGXQGHUFODXVH E WKH&HQWUDO*RYHUQPHQW
LVRIWKHRSLQLRQWKDWWKHWHUPVDQGFRQGLWLRQVRIDSSRLQWPHQWRIWKHVROHVHOOLQJDJHQWDUH
SUHMXGLFLDO WR WKH LQWHUHVWV RI WKH FRPSDQ\ RU WKDW WKH FRQGLWLRQV VSHFLILHG IRU KLV
DSSRLQWPHQW XQGHU VXEVHFWLRQ   KDYH QRW EHHQ IROORZHG WKH &HQWUDO *RYHUQPHQW PD\
E\ RUGHU LQ WKH 2IILFLDO *D]HWWH PDNH VXFK YDULDWLRQV LQ WKRVH WHUPV DQG FRQGLWLRQV DV
ZRXOGLQLWVRSLQLRQPDNHWKHPQRORQJHUSUHMXGLFLDOWRWKHLQWHUHVWVRIWKHFRPSDQ\
G  $V IURP VXFK GDWH DV PD\ EH VSHFLILHG E\ WKH &HQWUDO *RYHUQPHQW LQ WKH RUGHU
DIRUHVDLG WKH DSSRLQWPHQW RI WKH VROH VHOOLQJ DJHQW VKDOO EH UHJXODWHG E\ WKH WHUPV DQG
FRQGLWLRQVDVYDULHGE\WKH&HQWUDO*RYHUQPHQW
  D :KHUHDFRPSDQ\KDVPRUHVHOOLQJDJHQWVWKDQRQH E\ZKDWHYHUQDPHFDOOHG 
LQ DQ\ DUHD RU DUHDV DQG LW DSSHDUV WR WKH &HQWUDO *RYHUQPHQW WKDW IRU WKH SXUSRVH RI
GHWHUPLQLQJ ZKHWKHU DQ\ RI WKRVH VHOOLQJ DJHQWV VKRXOG EH GHFODUHG WR EH WKH VROHVHOOLQJ
DJHQW IRU VXFK DUHD RU DQ\ RI VXFK DUHDV LW LV QHFHVVDU\ VR WR GR LW PD\ UHTXLUH WKH
FRPSDQ\ WR IXUQLVK WR LW VXFK LQIRUPDWLRQ UHJDUGLQJ WKH WHUPV DQG FRQGLWLRQV RI
DSSRLQWPHQWRIDOOWKHVHOOLQJDJHQWVDVLWFRQVLGHUVQHFHVVDU\
E  ,I WKH FRPSDQ\ UHIXVHV RU QHJOHFWV WR IXUQLVK DQ\ VXFK LQIRUPDWLRQ WKH &HQWUDO
*RYHUQPHQW PD\ DSSRLQW D VXLWDEOH SHUVRQ WR LQYHVWLJDWH DQG UHSRUW RQ WKH WHUPV DQG
FRQGLWLRQVRIDSSRLQWPHQWRIDOOWKHVHOOLQJDJHQWV
F ,IDIWHUSHUXVDORIWKHLQIRUPDWLRQIXUQLVKHGE\WKHFRPSDQ\RUDVWKHFDVHPD\
EHWKHUHSRUWVXEPLWWHGE\WKHSHUVRQDSSRLQWHGXQGHUFODXVH E WKH&HQWUDO*RYHUQPHQW
LV RI WKH RSLQLRQ WKDW KDYLQJ UHJDUGWRWKHWHUPVDQGFRQGLWLRQVRIDSSRLQWPHQWRIDQ\RI
WKHVHOOLQJDJHQWVDQGWRDQ\RWKHUUHOHYDQWIDFWRUVWKDWVHOOLQJDJHQWLVWRDOOLQWHQWVDQG
SXUSRVHV WKH VROH VHOOLQJ DJHQW IRU VXFK DUHD DOWKRXJK WKHUH PD\ EH RQH RU PRUH RWKHU
VHOOLQJ DJHQWV RI WKH FRPSDQ\ RSHUDWLQJ LQ WKDW DUHD WKH &HQWUDO *RYHUQPHQW PD\ E\
RUGHULQWKH2IILFLDO*D]HWWHGHFODUHWKDWVHOOLQJDJHQWWREHWKHVROHVHOOLQJDJHQWRIWKH
FRPSDQ\IRUWKDWDUHDZLWKHIIHFWIURPVXFKGDWHDVPD\EHVSHFLILHGLQWKHRUGHUDQGPD\
PDNHVXLWDEOHYDULDWLRQVLQVXFKRIWKHWHUPVDQGFRQGLWLRQVRIDSSRLQWPHQWRIWKDWVHOOLQJ
DJHQW DV DUH LQ WKH RSLQLRQ RI WKH &HQWUDO *RYHUQPHQW SUHMXGLFLDO WR WKH LQWHUHVWV RI WKH
FRPSDQ\
G  $V IURP WKH GDWH VSHFLILHG LQ FODXVH F  WKH DSSRLQWPHQW RI WKH VHOOLQJ DJHQW
GHFODUHG WR EH WKH VROH VHOOLQJ DJHQW VKDOO EH UHJXODWHG E\ WKH WHUPV DQG FRQGLWLRQV DV
YDULHGE\WKH&HQWUDO*RYHUQPHQW
  7KH FRPSHQVDWLRQ ZKLFK PD\ EH SDLG E\ D FRPSDQ\ WR LWV VROH VHOOLQJ DJHQW IRU
ORVVRIRIILFHVKDOOQRWH[FHHGWKHUHPXQHUDWLRQZKLFKKHZRXOGKDYHHDUQHGLIKHKDGEHHQ
LQ RIILFH IRU WKH XQH[SLUHG UHVLGXH RI KLV WHUP RU IRU WKUHH \HDUV ZKLFKHYHU LV VKRUWHU
FDOFXODWHGRQWKHEDVLVRIWKHDYHUDJHUHPXQHUDWLRQDFWXDOO\HDUQHGE\KLPGXULQJDSHULRG
RI WKUHH \HDUV LPPHGLDWHO\ SUHFHGLQJ WKH GDWH RQ ZKLFK KLV RIILFH FHDVHG RU ZDV
WHUPLQDWHG RU ZKHUH KH KHOG KLV RIILFH IRU D OHVVHU SHULRG WKDQ WKUHH \HDUV GXULQJ VXFK
SHULRG
  $ FRPSDQ\ VKDOO QRW SD\ RU EH OLDEOH WR SD\ WR LWV VROH VHOOLQJ DJHQW DQ\
FRPSHQVDWLRQIRUWKHORVVRIKLVRIILFHLQWKHIROORZLQJFDVHV²
D ZKHUHWKHVROHVHOOLQJDJHQWUHVLJQVKLVRIILFHLQYLHZRIWKHUHFRQVWUXFWLRQRI
WKH FRPSDQ\ RU RI LWV DPDOJDPDWLRQ ZLWK DQ\ RWKHU ERG\ FRUSRUDWH RU ERGLHV
FRUSRUDWHDQGLVDSSRLQWHGDVWKHVROHVHOOLQJDJHQWRIWKHUHFRQVWUXFWHGFRPSDQ\RU
RIWKHERG\FRUSRUDWHUHVXOWLQJIURPWKHDPDOJDPDWLRQ

E  ZKHUH WKH VROH VHOOLQJ DJHQW UHVLJQV KLV RIILFH RWKHUZLVH WKDQ RQ WKH
UHFRQVWUXFWLRQRIWKHFRPSDQ\RULWVDPDOJDPDWLRQDVDIRUHVDLG
F  ZKHUH WKH VROH VHOOLQJ DJHQW KDV EHHQ JXLOW\ RI IUDXG RU EUHDFK RI WUXVW LQ
UHODWLRQWRRURIJURVVQHJOLJHQFHLQWKHFRQGXFWRIKLVGXW\DVWKHVROHVHOOLQJDJHQW
G  ZKHUH WKH VROH VHOOLQJ DJHQW KDV LQVWLJDWHG RU KDV WDNHQ SDUW GLUHFWO\ RU
LQGLUHFWO\LQEULQJLQJDERXWWKHWHUPLQDWLRQRIWKHVROHVHOOLQJDJHQF\
 ,WVKDOOEHWKHGXW\RIWKHFRPSDQ\²
D  WR SURGXFH WR WKH SHUVRQ DSSRLQWHG XQGHU FODXVH E  RI VXEVHFWLRQ   RU
FODXVH E  RI VXEVHFWLRQ   DOO ERRNV DQG SDSHUV RI RU UHODWLQJ WR WKH FRPSDQ\
ZKLFKDUHLQLWVFXVWRG\RUSRZHUDQG
E  RWKHUZLVH WR JLYH WR WKDW SHUVRQ DOO DVVLVWDQFH LQ FRQQHFWLRQ ZLWK WKH
LQYHVWLJDWLRQZKLFKWKHFRPSDQ\LVUHDVRQDEO\DEOHWRJLYH
 ,IDFRPSDQ\PDNHVDGHIDXOWLQFRPSO\LQJZLWKWKHSURYLVLRQVRIWKLVVHFWLRQWKH
FRPSDQ\ DQG HYHU\ RIILFHU RI WKH FRPSDQ\ ZKR LV LQ GHIDXOW VKDOO EHSXQLVKDEOHZLWKILQH
ZKLFK PD\ H[WHQG WR ILYH WKRXVDQG UXSHHV DQG ZLWK D IXUWKHU ILQH RI QRW OHVV WKDQ ILYH
KXQGUHGUXSHHVIRUHYHU\GD\DIWHUWKHILUVWGXULQJZKLFKVXFKUHIXVDORUQHJOHFWFRQWLQXHV
 7KHSURYLVLRQVRIWKLVVHFWLRQVKDOOVRIDUDVPD\EHDSSO\WRWKHVROHVHOOLQJRU
WKHVROHSXUFKDVLQJRUEX\LQJDJHQWVRIDFRPSDQ\
([SODQDWLRQ±,QWKLVVHFWLRQ²
D ³DSSRLQWPHQW´LQFOXGHVUHDSSRLQWPHQW
E ³VXEVWDQWLDOLQWHUHVW´²
L  LQ UHODWLRQ WR DQ LQGLYLGXDO PHDQV WKH EHQHILFLDO LQWHUHVW KHOG E\ VXFK
LQGLYLGXDORUDQ\RIKLVUHODWLYHVZKHWKHUVLQJO\RUWDNHQWRJHWKHULQWKHVKDUHVRIWKH
FRPSDQ\ WKH DJJUHJDWH DPRXQW SDLGXS ZKLFK H[FHHGV ILYH ODNK UXSHHV RU ILYH SHU
FHQWRIWKHSDLGXSVKDUHFDSLWDORIWKHFRPSDQ\ZKLFKHYHULVOHVV
LL  LQ UHODWLRQ WR D ILUP PHDQV WKH EHQHILFLDO LQWHUHVW KHOG E\ RQH RU PRUH
SDUWQHUVRIWKHILUPRUDQ\UHODWLYHRIVXFKSDUWQHUZKHWKHUVLQJO\RUWDNHQWRJHWKHU
LQ WKH VKDUHV RI WKH FRPSDQ\ WKH DJJUHJDWH DPRXQW SDLGXS RQ ZKLFK H[FHHGV ILYH
ODNKUXSHHVRUILYHSHUFHQWRIWKHSDLGXSVKDUHFDSLWDORIWKHFRPSDQ\ZKLFKHYHULV
OHVV
LLL  LQ UHODWLRQ WR D ERG\ FRUSRUDWH PHDQV WKH EHQHILFLDO LQWHUHVW KHOG E\ VXFK
ERG\FRUSRUDWHRURQHRUPRUHRILWVGLUHFWRUVRUDQ\UHODWLYHRIVXFKGLUHFWRUZKHWKHU
VLQJO\RUWDNHQWRJHWKHULQWKHVKDUHVRIWKHFRPSDQ\WKHDJJUHJDWHDPRXQWSDLGXS
RQZKLFKH[FHHGVILYHODNKVRIUXSHHVRUILYHSHUFHQWRIWKHSDLGXSVKDUHFDSLWDORI
WKHFRPSDQ\ZKLFKHYHULVOHVV¶
139. Section 294A of the principal Act shall be omitted.
140. Section 294AA of the principal Act shall be omitted.

141. In section 295 of the principal Act,—
D  IRU VXEVHFWLRQV     DQG   WKH IROORZLQJ VXEVHFWLRQV VKDOO EH VXEVWLWXWHG
QDPHO\²
µ  1RFRPSDQ\ KHUHDIWHULQWKLVVHFWLRQUHIHUUHGWRDV³WKHOHQGLQJFRPSDQ\´ 
VKDOO H[FHSW ZLWK WKH SUHYLRXV FRQVHQW RI WKH FRPSDQ\ DFFRUGHG E\ D VSHFLDO

UHVROXWLRQ LQ D JHQHUDO PHHWLQJ GLUHFWO\ RU LQGLUHFWO\ PDNH DQ\ ORDQ WR RU JLYH DQ\
JXDUDQWHHRUSURYLGHDQ\VHFXULW\LQFRQQHFWLRQZLWKDORDQPDGHE\DQ\RWKHUSHUVRQ
WRRUWRDQ\RWKHUSHUVRQE\²
D WKHPDQDJLQJGLUHFWRURUDQ\GLUHFWRURIWKHOHQGLQJFRPSDQ\RURID
FRPSDQ\ ZKLFK LV LWV KROGLQJ FRPSDQ\ RU DQ\ SDUWQHU RU UHODWLYH RI DQ\ VXFK
GLUHFWRU
E DQ\ILUPLQZKLFKDQ\VXFKGLUHFWRURUUHODWLYHLVDSDUWQHUDQG
F  DQ\ SULYDWH FRPSDQ\ RI ZKLFK DQ\ VXFK GLUHFWRU LV D GLUHFWRU RU
PHPEHU
3URYLGHG WKDW QR ORDQ VKDOO EH JLYHQ WR PDQDJLQJ GLUHFWRU RU DQ\ GLUHFWRU H[FHSW IRU
WKH SXUSRVHV RI PHHWLQJ H[SHQVHV RQ PHGLFDO WUHDWPHQW SXUFKDVH RU FRQVWUXFWLRQ RI
UHVLGHQWLDO KRXVH IRU WKH UHVLGHQFH RI VXFK GLUHFWRU RU HGXFDWLRQ RI KLV FKLOGUHQ DQG WKH
DPRXQW RI ORDQ JLYHQ WR PDQDJLQJ GLUHFWRU RU DQ\ GLUHFWRU LQ DQ\ ILQDQFLDO \HDU VKDOO QRW
H[FHHGILYHWLPHVWKHDPRXQWRIUHPXQHUDWLRQWRZKLFKKHLVHQWLWOHGLQWKDWILQDQFLDO\HDU
DQGVXFKORDQVKDOOEHVXEMHFWWRVXFKFRQGLWLRQVDVPD\EHSUHVFULEHG
3URYLGHGIXUWKHUWKDWZKHUHDORDQLVJLYHQWRDPDQDJLQJGLUHFWRURUDQ\GLUHFWRUIRU
DQ\ RI WKH JURXQGV XQGHU WKH ILUVW SURYLVRLVRXWVWDQGLQJQRIXUWKHUORDQIRUVXFKJURXQG
VSHFLILHGXQGHUWKDWSURYLVRVKDOOEHJLYHQ
3URYLGHGDOVRWKDWLQFDVHDORDQLVSURSRVHGWREHJLYHQWRDUHODWLYHRIDQ\GLUHFWRU
RUDSHUVRQKDYLQJPRUHWKDQWKUHHSHUFHQWRIWKHHTXLW\RIWKHFRPSDQ\ HLWKHUGLUHFWO\
RUWKURXJKVSRXVHGHSHQGHQWRUFKLOGUHQ RUWRDFRPSDQ\LQZKLFKDGLUHFWRURUDSHUVRQ
KDYLQJPRUHWKDQWKUHHSHUFHQWRIWKHHTXLW\RIWKHFRPSDQ\ HLWKHUGLUHFWO\RUWKURXJK
VSRXVHRUGHSHQGHQWFKLOGUHQ KDVFRQWUROOLQJLQWHUHVWE\ZD\RIYRWLQJSRZHUEHLQJPRUH
WKDQWZHQW\ILYHSHUFHQWLQGLYLGXDOO\RUMRLQWO\E\DUHVROXWLRQRIWKH%RDUGSDVVHGE\DOO
WKH GLUHFWRUV SUHVHQW DQG ZLWK WKH SULRU DSSURYDO RI DOO ILQDQFLDO LQVWLWXWLRQV ZKLFK KDYH
JLYHQWHUPORDQWRWKHFRPSDQ\
  1R FRPSDQ\ VKDOO PDNH DQ\ ORDQ WR RU JLYHQ DQ\ JXDUDQWHH RU SURYLGH DQ\
VHFXULW\LQFRQQHFWLRQZLWKDORDQPDGHE\DQ\RWKHUSHUVRQWRRUWRDQ\RWKHUSHUVRQE\
DQ\GLUHFWRURIWKHFRPSDQ\ZKRLVQRWDPDQDJLQJGLUHFWRURUDQ\GLUHFWRU
(3) Where any loan made, guarantee given or security provided by a lending company and
outstanding at the commencement of this Act could not have been made, given or provided, without
the previous consent of the company accorded by a special resolution, if this section had been in
force, at the time when the loan was made, guarantee was given or security provided, the lending
company shall, within six months from such commencement or such further time not exceeding six
months as may be allowed by the Registrar on application, either obtain such consent to the
transaction, or enforce the repayment of the loan made, or in connection with which the guarantee
was given or the security was provided, notwithstanding any agreement to the contrary.’;
(b) in sub-section (4),—
(i) for the words, brackets and figures “sub-section (1) or sub-section (3)”, the words,
brackets and figures “sub-section (1) or sub-section (2) or sub-section (3)”shall be substituted;
(ii) after the words ‘six months’, the words ‘or with both’ shall be inserted;
(c) in sub-section (5), for the words, brackets and figures ‘sub-section (1) or (3)’, the words,
brackets and figures ‘sub-section (1) or sub-section (2) or sub-section (3)’ shall be substituted;
(d) for sub-section (6), the following sub-section shall be substituted, namely:—
“(6) The provisions of this section shall not apply to a banking company or a private company
unless it is subsidiary of a public company.”.
142. In section 297 of the principal Act,—

D  LQ VXEVHFWLRQ   DIWHU FODXVH D  WKH IROORZLQJ FODXVH VKDOO EH LQVHUWHG
QDPHO\²
³ DD IRUWKHVDOHSXUFKDVHRUOHDVHRIDQ\SURSHUW\RU´
E  LQ VXEVHFWLRQ   LQ VXEFODXVH E  LQ WKH SURYLVR IRU WKH ZRUGV µµILYH WKRXVDQG
UXSHHV´WKHZRUGV³VXFKDPRXQWDVPD\EHSUHVFULEHG´VKDOOEHVXEVWLWXWHG
F  LQ VXEVHFWLRQ   IRU WKH ZRUGV ³H[FHHGV ILYH WKRXVDQG UXSHHV´ VXEVWLWXWH WKH
ZRUGV³VXFKDPRXQWDVPD\EHSUHVFULEHG´VKDOOEHVXEVWLWXWHG

143. In section 299 of the principal Act,—
D LQVXEVHFWLRQ  DIWHUWKHZRUGV³VKDUHFDSLWDOLQWKHRWKHUFRPSDQ\´WKHZRUGV
³XQOHVV DQ\ VXFK GLUHFWRU LV FRQFHUQHG RU LQWHUHVWHG LQ WKH RWKHU FRPSDQ\ LQ DQ\ RWKHU
PDQQHU´VKDOOEHLQVHUWHG
E DIWHUVXEVHFWLRQ  WKHIROORZLQJVXEVHFWLRQVKDOOEHLQVHUWHGQDPHO\²
“(7) For the purposes of this section, a director of a subsidiary company who is an
employee of the holding company and who is nominated by the holding company on the Board
of the subsidiary company, shall not be deemed to be concerned or interested in any contract or
arrangement between the holding company and the subsidiary company.”.
144. In section 300 of the principal Act, in sub-section (4), the word ‘knowingly’ shall be omitted.
145. In section 301 of the principal Act, in sub-section (3A), in clause (a) for the words “one
thousand rupees”, the words “such amount as may be prescribed” shall be substituted.
146. In section 303 of the principal Act, —
(a) in sub-section (1),—
(i) in the opening portion, for the words, “directors, managing director, manager and
secretary”, the words “director, managing director, chief accounts officer, manager and
secretary” shall be substituted;
(ii) clauses (b) and (c) shall be omitted;
(b) in sub-section (2), for the words “directors, managing directors, managers or secretaries”,
the words “directors, managing directors, chief accounts officers, managers or secretaries” shall be
substituted.
(c) in sub-section (3), for the words “five hundred rupees”, the words “five thousand rupees”
shall be substituted.
147. In section 304 of the principal Act, in sub-section (1), for the words “one rupee”, the words
“such fee as may be prescribed” shall be substituted.
148. In section 305 of the principal Act, in sub-section (1), for the words “director, managing
director, manager or secretary” at both the places where they occur, the words “director, managing
director, whole-time director, chief accounts officer, manager or secretary” shall be substituted.
149. In section 309 of the principal Act,—
D LQVXEVHFWLRQ  SURYLVRVKDOOEHRPLWWHG
E VXEVHFWLRQ  VKDOOEHRPLWWHG
F LQVXEVHFWLRQ  IRUWKHZRUGV³WKHDSSURYDORIWKH&HQWUDO*RYHUQPHQW´DWERWK
WKHSODFHVZKHUHWKH\RFFXUWKHZRUGV³WKHSULRUDSSURYDORIWKH&HQWUDO*RYHUQPHQW´VKDOO
EHVXEVWLWXWHG
G DIWHUVXEVHFWLRQ $ WKHIROORZLQJVXEVHFWLRQVKDOOEHLQVHUWHGQDPHO\²
³ $$  :KHUH UHPXQHUDWLRQ RU FRPPLVVLRQ KDV EHHQ SDLG WR DQ\ GLUHFWRU

PDQDJHU RU HPSOR\HH RQ WKH EDVLV RI LQFRUUHFW DFFRXQWV UHJDUGOHVV RI VXEVHTXHQW
UHYLVLRQ PDGH  RU LI DQ\ GLUHFWRU PDQDJHU RU HPSOR\HH KDVPDGHLOOHJDORUXQODZIXO
JDLQV RQ WKH EDVLV RI VXFK DFFRXQWV WKHQ VXFK SD\PHQWV RU XQODZIXO JDLQV PDGH
VKDOO EH UHFRYHUHG IURP WKH GLUHFWRU PDQDJHU RU HPSOR\HH RU IURP KLV DVVHWV RU
IURPWKHDVVHWVRIKLVVSRXVHRUGHSHQGHQWFKLOGUHQLIVXFKDVVHWVZHUHDFTXLUHGDIWHU
WKHGLUHFWRUPDQDJHURUHPSOR\HHDVVXPHGKLVSRVLWLRQDVVXFK´
H LQVXEVHFWLRQ  IRUWKHZRUGV³ILYH\HDUV´DWERWKWKHSODFHVZKHUHWKH\RFFXU
WKHZRUGV³WKUHH\HDUV´VKDOOEHVXEVWLWXWHG
I VXEVHFWLRQ  VKDOOEHRPLWWHG



150. In section 313 of the principal Act,—
D  LQ VXEVHFWLRQ   IRU WKH ZRUGV ³WKH 6WDWH LQ ZKLFK PHHWLQJV RI WKH %RDUG DUH
RUGLQDULO\KHOG´WKHZRUG³,QGLD´VKDOOEHVXEVWLWXWHG
E  LQ VXEVHFWLRQ   IRU WKH ZRUGV ³WKH 6WDWH LQ ZKLFK PHHWLQJV RI WKH %RDUG DUH
RUGLQDULO\KHOG´WKHZRUG³,QGLD´VKDOOEHVXEVWLWXWHG
F  LQ VXEVHFWLRQ   IRU WKH ZRUGV ³WKH 6WDWH DIRUHVDLG´ WKH ZRUG ³,QGLD´ VKDOO EH
VXEVWLWXWHG

151. In section 314 of the principal Act,—
D IRUVXEVHFWLRQ  WKHIROORZLQJVXEVHFWLRQVKDOOEHVXEVWLWXWHGQDPHO\²
“(1) Except with the consent of the company accorded by a special resolution,—
(a) no director of a company shall hold any office or place of profit, and
(b) no partner or relative of a director or manager, no firm in which, a director,
manager or a relative of a manager, director, is a partner, no private company of which a
director, a manager is a director or member, and no director or manager of such a private
company, shall hold any office or place of profit carrying a total monthly remuneration of
such sum as may be prescribed , except that of managing director or manager, banker or
trustee for the holders of debentures of the company,—
(i) under the company; or
(ii) under any subsidiary of the company,
unless the remuneration received from such subsidiary in respect of such office or place
of profit is paid over to the company:
Provided that it shall be sufficient if the special resolution according the consent of the
company is passed at a general meeting of the company held for the first time after the holding
of such office or place of profit:
3URYLGHG IXUWKHU WKDW WKH DSSRLQWPHQW RI D UHODWLYH RI D SHUVRQ KROGLQJ PRUH
WKDQWZRSHUFHQWRIWKHHTXLW\RIWKHFRPSDQ\RUWKHUHODWLYHRIDQ\GLUHFWRURIWKH
FRPSDQ\ VKDOO UHTXLUH WKH DSSURYDO RI WKH &HQWUDO *RYHUQPHQW LI WKH UHPXQHUDWLRQ
H[FHHGVVXFKVXPVRUVXFKSHUFHQWDJHRISURILWVRUWXUQRYHUDVPD\EHSUHVFULEHG
([SODQDWLRQ²)RUWKHSXUSRVHVRIWKLVVXEVHFWLRQDVSHFLDOUHVROXWLRQDFFRUGLQJ
FRQVHQWVKDOOEHQHFHVVDU\IRUHYHU\DSSRLQWPHQWLQWKHILUVWLQVWDQFHWRDQRIILFHRU
SODFH RI SURILW DQG WR HYHU\ VXEVHTXHQW DSSRLQWPHQW WRVXFKRIILFHRUSODFHRISURILW
RQ D KLJKHU UHPXQHUDWLRQ QRW FRYHUHG E\ WKH VSHFLDO UHVROXWLRQ H[FHSW ZKHUH DQ
DSSRLQWPHQWRQDWLPHVFDOHKDVDOUHDG\EHHQDSSURYHGE\WKHVSHFLDOUHVROXWLRQ
E VXEVHFWLRQ % VKDOOEHRPLWWHG
F VXEVHFWLRQV $  %  & DQG ' VKDOOEHRPLWWHG
G DIWHUVXEVHFWLRQ  WKHIROORZLQJVXEVHFWLRQVKDOOEHLQVHUWHGQDPHO\²

³  7KLVVHFWLRQVKDOOQRWDSSO\WRDSULYDWHFRPSDQ\XQOHVVLWLVDVXEVLGLDU\RI
SXEOLFFRPSDQ\´

152. For section 316 of the principal Act, the following section shall be substituted, namely:—
“316. (1) No public company shall appoint or employ any person as managing director, wholetime director or the manager of the company except as provided in sub-section (2).
(2) A public company may appoint or employ a person as its managing director or whole-time
director, if he is the managing director, whole-time director or manager of one, and of not more than
one, other company:
Provided that such appointment or re-appointment is made or approved by a resolution passed
at a meeting of the Board with the consent of all the directors present at the meeting and of which
meeting, and of the resolution to be moved thereat, specific notice has been given to all the directors
then in India:
3URYLGHG IXUWKHU WKDW WKH&HQWUDO*RYHUQPHQWPD\DOORZDSSRLQWPHQWRIDPDQDJLQJ
GLUHFWRULQPRUHWKDQWZRFRPSDQLHV´
153. For section 317 of the principal Act, the following section shall be substituted, namely:—
³  1RFRPSDQ\VKDOODSSRLQWRUHPSOR\DQ\LQGLYLGXDODVLWVPDQDJLQJGLUHFWRU
RUZKROHWLPHGLUHFWRUIRUDWHUPH[FHHGLQJILYH\HDUVDWDWLPH
  1RWKLQJ FRQWDLQHG LQ VXEVHFWLRQ   VKDOO EH GHHPHG WR SURKLELW WKH UH
DSSRLQWPHQW UHHPSOR\PHQW RU WKH H[WHQVLRQ RI WKH WHUPV RI RIILFH RI DQ\ SHUVRQ E\
IXUWKHUSHULRGVQRWH[FHHGLQJILYH\HDUVRQHDFKRFFDVLRQ
3URYLGHG WKDW DQ\ VXFK UHDSSRLQWPHQW UHHPSOR\PHQW RU H[WHQVLRQ VKDOO QRW EH
VDQFWLRQHGHDUOLHUWKDQWZR\HDUVIURPWKHGDWHRQZKLFKLWLVWRFRPHLQWRIRUFH
  7KLV VHFWLRQ VKDOO QRW DSSO\ WR D SULYDWH FRPSDQ\ XQOHVV LW LV D VXEVLGLDU\ RI D
SXEOLFFRPSDQ\´
154. In section 349 of the principal Act, after sub-section (5), the following sub-section shall be
inserted, namely:—
“(6) Notwithstanding anything contained in this section, the Central Government may prescribe
different methods for determining profits for a class or classes of companies.”.
155. In section 372A of the principal Act,—
D DIWHUVXEVHFWLRQ  WKHIROORZLQJVXEVHFWLRQVKDOOEHLQVHUWHGQDPHO\²
³ $ 7KH&HQWUDO*RYHUQPHQWPD\SUHVFULEHIRUDFODVVRUFODVVHVRIFRPSDQLHV
UHJLVWHUHGDVVWRFNEURNHURUDQ\RWKHULQWHUPHGLDU\XQGHUVHFWLRQRIWKH6HFXULWLHV
DQG ([FKDQJH %RDUG RI ,QGLD $FW  WKH OLPLWV XSWR ZKLFK VXFK FRPSDQLHV PD\
UHFHLYH LQWHU FRUSRUDWH ORDQV RU GHSRVLWV DQG WKH H[WHQW WR ZKLFK DQ\ FRPSDQ\ PD\
PDNHORDQRULQWHUFRUSRUDWHGHSRVLWVRULQWHUFRUSRUDWHLQYHVWPHQWV´
E  LQ VXEVHFWLRQ   IRU WKH ZRUGV ³WZR \HDUV RU ZLWK ILQH´ WKH ZRUGV ³WZR \HDUV
DQGZLWKILQH´VKDOOEHVXEVWLWXWHG
F DIWHUVXEVHFWLRQ  WKHIROORZLQJVXEVHFWLRQVKDOOEHLQVHUWHGQDPHO\²
³ $  :LWKRXW SUHMXGLFH WR WKH SURYLVLRQV FRQWDLQHG LQ WKLV $FW HYHU\ FRPSDQ\
VKDOOPDNHLQYHVWPHQWRQO\WKURXJKRQHLQYHVWPHQWFRPSDQ\´
Explanation.— For purposes of this section investment company means a company
whose principal business is the acquisition of shares, debenture or other securities.
156. For section 383A of the principal Act, the following section shall be substituted, namely,—

³$  (YHU\FRPSDQ\KDYLQJVXFKSDLGXSVKDUHFDSLWDODVPD\EHSUHVFULEHG
VKDOOHPSOR\DZKROHWLPHVHFUHWDU\ZKRVKDOOEHD&RPSDQ\6HFUHWDU\ZLWKLQWKHPHDQLQJ
RIWKH&RPSDQ\6HFUHWDULHV$FW
  $ FRPSDQ\ VHFUHWDU\ LQ ZKROHWLPH HPSOR\PHQW VKDOO LQWHU DOLD SHUIRUP WKH
IROORZLQJIXQFWLRQVQDPHO\²
D WRFRQYHQH%RDUGDQGJHQHUDOPHHWLQJVDVSHUWKHGLUHFWLRQVRIWKHFKDLUPDQ
RIWKH%RDUGRUDQ\GLUHFWRUDVSURYLGHGLQWKHDUWLFOHVRIDVVRFLDWLRQRUDVGLUHFWHGE\
WKH7ULEXQDO
E  WR PDLQWDLQ WKH UHFRUG RI WKH PLQXWHV RI WKH PHHWLQJV RI WKH %RDUG RU
VKDUHKROGHUV DQG WR HQVXUH WKDW WKH PLQXWHV ERRN LV GXO\ GDWHG DQG VLJQHG E\ WKH
FKDLUPDQRIWKHPHHWLQJ
F  WR LVVXH FHUWLILFDWHV UHODWLQJ WR VHFXULWLHV DQG DWWHQG WR DSSOLFDWLRQV IRU
WUDQVIHUVRUVSOLWWLQJRIVFULSVRULVVXHRIGXSOLFDWHVKDUHV
G  WR NHHS LQ KLV FXVWRG\ WKH FRPSDQ\ VHDO DQG DOO GHHGV DQG GRFXPHQWV
UHODWLQJWRSURSHUW\DQGRWKHUGRFXPHQWVYHVWLQJLQWKHFRPSDQ\DQ\YDOXDEOHULJKWV
H  WR REWDLQDSSURYDOVIURPWKH%RDUGJHQHUDOPHHWLQJVWKH*RYHUQPHQWDQG
VXFKRWKHUDXWKRULWLHVDVUHTXLUHGXQGHUWKHSURYLVLRQVRIWKLV$FW
I WRDWWHQGWRDQ\RWKHUGXW\KHPD\EHDVVLJQHGE\WKH%RDUGRUDQ\GLUHFWRU
RUJHQHUDOERG\RIVKDUHKROGHUV
  )RU WKH UHPRYDO RI GRXEWV LW LV KHUHE\ GHFODUHG WKDW QR PDQDJLQJ GLUHFWRU RU
ZKROHWLPHGLUHFWRURUPDQDJHUVKDOOE\YLUWXHRISURYLVLRQVRIVXEVHFWLRQ  EHGHHPHG
WREHIUHHRIDQ\OLDELOLW\XQGHUDQ\RWKHUSURYLVLRQVRIWKLV$FW
  (YHU\ FRPSDQ\ KDYLQJ VXFK SDLG XS VKDUH FDSLWDO DV PD\ EH SUHVFULEHG VKDOO
DWWDFKZLWKWKH%RDUG¶V5HSRUWUHIHUUHGWRLQVHFWLRQDFHUWLILFDWHIURPD6HFUHWDU\LQ
ZKROHWLPHSUDFWLFHLQVXFKIRUPDQGVXEMHFWWRVXFKFRQGLWLRQVDVPD\EHSUHVFULEHGDV
WRZKHWKHUWKHFRPSDQ\KDVFRPSOLHGZLWKDOOWKHSURYLVLRQVRIWKLV$FWRUQRW
3URYLGHG WKDW D FRPSDQ\ ZKLFK LV QRW UHTXLUHG WR HPSOR\ D FRPSDQ\ VHFUHWDU\ EXW
KDYLQJHPSOR\HGWKH&RPSDQ\VHFUHWDU\PD\ILOHDFHUWLILFDWHIURPKLP
 ,IDFRPSDQ\IDLOVWRFRPSO\ZLWKWKHSURYLVLRQVRIWKLVVHFWLRQWKHFRPSDQ\DQG
HYHU\ RIILFHU RI WKH FRPSDQ\ ZKR LV LQ GHIDXOW VKDOO EH SXQLVKDEOH ZLWK ILQH ZKLFK PD\
H[WHQGWRILYHKXQGUHGUXSHHVIRUHYHU\GD\GXULQJZKLFKWKHGHIDXOWFRQWLQXHV´
157. After section 383A of the principal Act, the following sections shall be inserted, namely:—
³%   :KHUH WKH &HQWUDO *RYHUQPHQW LV RI WKH RSLQLRQ WKDW WKH DIIDLUV RI DQ\
FRPSDQ\DUHQRWEHLQJFRQGXFWHGLQDFFRUGDQFHZLWKWKHSURYLVLRQVRIWKLV$FWWKH&HQWUDO
*RYHUQPHQWPD\DWDQ\WLPHE\RUGHUGLUHFWWKDWWKHVHFUHWDULDOFRPSOLDQFHDXGLWRIWKH
FRPSDQ\ IRU VXFK SHULRG RU SHULRGV DV PD\ EH VSHFLILHG LQ WKH RUGHU VKDOO EH FRQGXFWHG
DQG PD\ E\ RUGHU DSSRLQW D FRPSDQ\ VHFUHWDU\ DV GHILQHG LQ WKLV $FW WR FRQGXFW VXFK
DXGLW
 $FRPSDQ\VHFUHWDU\DSSRLQWHGXQGHUVXEVHFWLRQ  VKDOOKDYHWKHVDPHSRZHUV
DQG GXWLHV LQ UHODWLRQ WR WKH VHFUHWDULDO FRPSOLDQFH DXGLW DV D FRPSDQ\ VHFUHWDU\ RI D
FRPSDQ\KDVXQGHUVHFWLRQ$
3URYLGHG WKDW WKH FRPSDQ\ VHFUHWDU\ VKDOO VXEPLW WKH UHSRUW RI WKH VHFUHWDULDO
FRPSOLDQFHDXGLWWRWKH&HQWUDO*RYHUQPHQW
  WKH FRPSDQ\ VHFUHWDU\ DSSRLQWHG XQGHU VXEVHFWLRQ   VKDOO UHSRUW RQ DOO WKH
PDWWHUVVSHFLILHGLQWKHRUGHUDQGVKDOODOVRLQFOXGHDVWDWHPHQWRQDQ\RWKHUPDWWHUZKLFK
PD\EHUHIHUUHGWRKLPE\WKH&HQWUDO*RYHUQPHQW

 7KH&HQWUDO*RYHUQPHQWPD\E\RUGHUGLUHFWDQ\SHUVRQVSHFLILHGLQWKHRUGHUWR
IXUQLVK WR WKH FRPSDQ\ VHFUHWDU\ ZLWKLQ VXFK WLPH DV PD\ EH VSHFLILHG WKHUHLQ VXFK
LQIRUPDWLRQ RU DGGLWLRQDO LQIRUPDWLRQ DV PD\ EH UHTXLUHG E\ WKH FRPSDQ\ VHFUHWDU\ LQ
FRQQHFWLRQZLWKVHFUHWDULDOFRPSOLDQFHDXGLWDQGRQIDLOXUHWRFRPSO\ZLWKVXFKRUGHUVXFK
SHUVRQVKDOOEHSXQLVKDEOHZLWKILQHZKLFKPD\H[WHQGWRILYHWKRXVDQGUXSHHV
  2Q UHFHLSW RI WKH UHSRUW RI VHFUHWDULDO FRPSOLDQFH DXGLW WKH &HQWUDO *RYHUQPHQW
PD\ WDNH VXFK DFWLRQ RQ WKH UHSRUW DV LW FRQVLGHUV QHFHVVDU\ LQ DFFRUGDQFH ZLWK WKH
SURYLVLRQVRIWKLV$FWRUDQ\RWKHUODZIRUWKHWLPHEHLQJLQIRUFH
  7KH H[SHQVHV RI DQG LQFLGHQWDO WR VHFUHWDULDO FRPSOLDQFH DXGLW LQFOXGLQJ WKH
UHPXQHUDWLRQ RI WKH FRPSDQ\ VHFUHWDU\  VKDOO EH GHWHUPLQHG E\ WKH &HQWUDO *RYHUQPHQW
VXFK GHWHUPLQDWLRQ VKDOO EH ILQDO  DQG SDLG E\ WKH FRPSDQ\ DQG LQ FDVH RI GHIDXOW VXFK
SD\PHQWVKDOOEHUHFRYHUDEOHIURPWKHFRPSDQ\DVDQDUUHDURIODQGUHYHQXH
([SODQDWLRQ² )RU WKH SXUSRVHV RI WKLV VHFWLRQ ³VHFUHWDULDO FRPSOLDQFH DXGLW´ PHDQV
YHULILFDWLRQ DQG DXGLW RI FRPSOLDQFH UHTXLUHPHQWV XQGHU YDULRXV SURYLVLRQV RI WKLV $FW DQG
LGHQWLILFDWLRQRIQRQFRPSOLDQFHVKDYLQJDEHDULQJRQWKHFRQGXFWRIDIIDLUVRIWKHFRPSDQ\
& $OO GRFXPHQWV UHWXUQV IRUPV UHTXLUHG WR EH ILOHG ZLWK WKH 5HJLVWUDU RU DQ\
VWDWXWRU\ DXWKRULW\ VKDOO EH SUHFHUWLILHG E\ D FRPSDQ\ VHFUHWDU\ LQ ZKROHWLPH SUDFWLFH LQ
VXFKIRUPDQGPDQQHUDVPD\EHSUHVFULEHGE\WKH&HQWUDO*RYHUQPHQW
([SODQDWLRQ²)RUWKHSXUSRVHVRIWKLVVHFWLRQ³FHUWLILFDWLRQE\DFRPSDQ\VHFUHWDU\LQ
ZKROHWLPH SUDFWLFH´ PHDQV DQG LQFOXGHV D SUHFHUWLILFDWLRQ RI DQ\ RI WKH GRFXPHQWV
UHTXLUHG WR EH ILOHG ZLWK WKH 5HJLVWUDU RU DQ\ VWDWXWRU\ DXWKRULW\ XQGHU WKLV $FW DQG DOO
FHUWLILFDWHV LVVXHG E\ WKH FRPSDQ\ VHFUHWDU\ LQ ZKROHWLPH SUDFWLFH LQ HYLGHQFH RI
FRPSOLDQFHZLWKWKHSURYLVLRQVRIWKLV$FW´
158. In section 386 of the principal Act,—
D  LQ VXEVHFWLRQ   IRU WKH ZRUGV ³HLWKHU WKH PDQDJHU RU WKH PDQDJLQJ GLUHFWRU´
WKHZRUGV³PDQDJHURUPDQDJLQJGLUHFWRURUZKROHWLPHGLUHFWRU´VKDOOEHVXEVWLWXWHG
E  LQ VXEVHFWLRQ   IRU WKH ZRUGV ³PDQDJHU RU PDQDJLQJ GLUHFWRU´ WKH ZRUGV
³PDQDJHURUPDQDJLQJGLUHFWRURUZKROHWLPHGLUHFWRU´VKDOOEHVXEVWLWXWHG
159. In section 388 of the principal Act, the words and figures “and those of section 312 shall apply
in relation to the manager of a company, as they apply to a director thereof” shall be omitted.
160. In section 388B of the principal Act, in sub-section (2), the words “or such officers thereof as it
may appoint in this behalf” shall be omitted.
161. In section 388C of the principal Act, in sub-section (1), after clause (b), the following clause
shall be inserted, namely:—
GR´

³ F JUDQWDQ\RWKHUUHOLHIZKLFKWKH7ULEXQDOPD\FRQVLGHUMXVWDQGDSSURSULDWHVRWR


162. In section 390 of the principal Act, in clause (b), for the words “both those methods; and”, the
words brackets, letters and figures “both those methods or by adopting any of the method or reduction of
the share capital referred to in clauses (a), (b) and (c) of section 94;” shall be substituted.
163. In section 391 of the principal Act, —
D DIWHUVXEVHFWLRQ  WKHIROORZLQJSURYLVRVVKDOOEHLQVHUWHGQDPHO\²
³3URYLGHG WKDW WKH 7ULEXQDO PD\ GLVSHQVH ZLWK WKH PHHWLQJ RI FUHGLWRUV RI DQ\
FODVV RU PHPEHUV RU DQ\ FODVVRIWKHPRUDOOWKHFUHGLWRUVRUDOOWKHFUHGLWRUVRIDQ\
FODVV RU DOO WKH PHPEHUV KROGLQJ QRW OHVV WKDQ RQH SHU FHQW RI WKH YRWLQJ SRZHU RU
PHPEHUVRIDQ\FODVVKROGLQJRQHSHUFHQWRIWKHWRWDOYRWLQJSRZHUDVWKHFDVHPD\
EHE\DQDIILGDYLWFRQILUPWKHLUFRQVHQWWRWKHFRPSURPLVHRUDUUDQJHPHQW

3URYLGHG IXUWKHU WKDW WKH 7ULEXQDO PD\ DW LWV GLVFUHWLRQ ZDLYHWKHUHTXLUHPHQW
RIQRWLFHVWREHLVVXHGWRWKHFUHGLWRUVRUDQ\FODVVRIWKHPIRUVXFKPHHWLQJVRORQJ
DV VSHFLILF QRWLFHV DUH VHQW WR DOO WKH FUHGLWRUV DQG D JHQHUDO QRWLFH LV LVVXHG E\ D
SXEOLFDWLRQ LQ RQH (QJOLVK DQG RQH YHUQDFXODU QHZV SDSHU FLUFXODWLQJ DW WKH SODFH
ZKHUHWKHFRPSDQ\¶VUHJLVWHUHGRIILFHLVORFDWHG´
E IRUVXEVHFWLRQ  WKHIROORZLQJVXEVHFWLRQVKDOOEHVXEVWLWXWHGQDPHO\²
³   (YHU\ FRS\ RI WKH PHPRUDQGXP RI WKH FRPSDQ\ LVVXHG DIWHU WKH FHUWLILHG
FRS\RIWKHRUGHUKDVEHHQILOHGDVDIRUHVDLGRULQDFDVHRIDFRPSDQ\QRWKDYLQJWKH
PHPRUDQGXP HYHU\ FRS\ VR LVVXHG RI WKH LQVWUXPHQW FRQVWLWXWLQJ RU GHILQLQJ WKH
FRQVWLWXWLRQRIWKHFRPSDQ\VKDOOGLVFORVHEULHISDUWLFXODUVRIWKHRUGHUPDGHE\WKH
7ULEXQDODQGFRQWDLQHGLQVWDWHPHQWWRWKHHIIHFWWKDWIXOOWH[WRIWKHRUGHUZRXOGEH
DYDLODEOHWRHYHU\PHPEHURUFUHGLWRUUHTXLULQJWKHVDPH´
F  LQ VXEVHFWLRQ   IRU WKH ZRUGV³RQHKXQGUHGUXSHHV´WKHZRUGV³RQHWKRXVDQG
UXSHHV´VKDOOEHVXEVWLWXWHG

(d) after sub-section (6), the following sub-section shall be inserted, namely:—
³   1RWZLWKVWDQGLQJ DQ\WKLQJ FRQWDLQHG LQ WKLV VHFWLRQ WKH FRPSURPLVH RU
DUUDQJHPHQW XQGHU WKLV VHFWLRQ VKDOO QRW LQFOXGH EX\ EDFN RI VHFXULWLHV RWKHU WKDQ
XQGHUVHFWLRQ$´ 
164. After section 391 of the principal Act, the following section shall be inserted, namely:—
³$  7KH7ULEXQDOVKDOOZKLOHH[HUFLVLQJWKHSRZHUVFRQIHUUHGE\WKLV&KDSWHULI
LWLVFRQVLGHUHGQHFHVVDU\WRREWDLQH[SHUWRSLQLRQRQDQ\PDWWHUIRUWKHGHWHUPLQDWLRQRI
DQ\TXHVWLRQDULVLQJXQGHUWKLV&KDSWHULVVXH&RPPLVVLRQVFRQVLVWLQJRIVXFKH[SHUWVLQWKH
ILHOG RI ODZ DFFRXQWDQF\ HFRQRPLFV PDQDJHPHQW RU RWKHU VXEMHFWV DQG UHIHU WKDW
TXHVWLRQ WR WKDW &RPPLVVLRQ LQ WKH SUHVFULEHG PDQQHU WR JLYH LWV H[SHUW RSLQLRQ RQ WKH
PDWWHU
  7KH 7ULEXQDO VKDOO ZKLOH GHWHUPLQLQJ DQ\ TXHVWLRQ DULVLQJ XQGHU WKLV &KDSWHU
FRQVLGHUWKHRSLQLRQRIWKH&RPPLVVLRQDSSRLQWHGXQGHUVXEVHFWLRQ  ¶¶
165. In section 393 of the principal Act, in sub-section (1), in clause (a), after the words “shall be sent
also”, the words “a scheme of compromise or arrangement and” shall be inserted.
166. In section 394 of the principal Act, in sub-section (1), —
D LQWKHRSHQLQJSRUWLRQDIWHUWKHZRUGV³EHWZHHQDFRPSDQ\´WKHZRUGV³ZKHWKHU
RU QRW VXFK D FRPSDQ\ LV VFKHGXOHG XQGHUWDNLQJ ZLWKLQ WKH PHDQLQJ RI WKH ,QGXVWULHV
'HYHORSPHQWDQG5HJXODWLRQ $FW´VKDOOEHLQVHUWHG
E LQFODXVH LL IRUWKHZRUGV³RWKHUOLNHLQWHUHVWV´WKHZRUGV³RWKHUOLNHLQWHUHVWRU
DQ\RWKHUFRQVLGHUDWLRQ´VKDOOEHVXEVWLWXWHG
F LQVXEVHFWLRQ  IRUWKHZRUGV³ILYHKXQGUHGUXSHHV´WKHZRUGV³RQHWKRXVDQG
UXSHHV´VKDOOEHVXEVWLWXWHG

167.
namely:—

After

section

395

of

the

principal

Act,

the

following

shall

be

inserted,

“395A. (1) In the event of an acquirer or person acting in concert with such acquirer becoming
registered holders of ninety-five per cent. or more of the issued equity share capital of a company
(including any hybrids or derivatives or shares carrying different voting rights) or, in the event of any
person or group of persons becoming ninety-five per cent. majority or such percentage of shares or
holding ninety-five per cent of the issued equity share capital of a company by virtue of an
amalgamation, share exchange conversion of securities or for any other reason, such acquirer, person
or group of persons, as the case may be, shall notify the company in which ninety-five per cent. or

more of the issued equity share capital is held of their intention to buy the remaining equity shares of
the company.
(2) The acquirer, person or group of persons holding majority in accordance with sub-section
(1) may make an offer to the minority shareholders of equity shares of the company for buying the
equity shares held by such shareholders at a price determined in accordance with the rules made by
the Central Government.
(3) Without prejudice to the foregoing provisions of this section, the minority shareholders of
the company may also require the majority shareholders to purchase the minority equity shareholding
of the company at the price determined in accordance with the rules made by the Central
Government.
(4) The right of requiring a purchase out either by the majority or by the minority constituted in
accordance with sub-section (1), in accordance with the provisions of sub-sections (2) and (3) shall
apply to all companies.
(5) In the event of a purchase under this section, whether wholly or partially, the company shall
be constituted as a transfer agent for receiving and paying the price to the shareholder delivering the
shares, and as agent for taking delivery of the shares and delivering such shares to the majority, as the
case may be.
(6) In the absence of a physical delivery of shares, in the event of a purchase at the instance of
the majority, the share certificates may be cancelled and the company shall be authorised to issue
duplicate share certificates and completing the transfer in accordance with law and make payment of
the price out of any deposit by the majority in advance to the minority by despatch of such payment
under registered post acknowledgement due to their last known address.
(7) In the event of a majority shareholder requiring a full purchase and making payment of
price, by deposit with the company, for any shareholder or shareholders who have died or ceased to
exist, or whose heirs, successors, administrators or assignees have not been brought on record by
transmission, the right of such shareholder to make an offer for sale to minority equity shareholding,
shall continue and be available for a period of three years from the date of majority acquisition or
majority shareholding.”.
168. In section 402 of the principal Act, after clause (f), the following clause shall be inserted,
namely:—
³ II WKHDSSRLQWPHQWRIDUHFHLYHU´



169. In section 408 of the principal Act, for sub-section (4), the following sub-section shall be
substituted, namely:—
³  $SHUVRQDSSRLQWHGXQGHUVXEVHFWLRQ  WRKROGRIILFHDVDGLUHFWRURUDSHUVRQ
GLUHFWHGXQGHUVXEVHFWLRQ  WRKROGRIILFHDVDQDGGLWLRQDOGLUHFWRUVKDOOQRWEHOLDEOHWR
GHWHUPLQDWLRQE\UHWLUHPHQWRIGLUHFWRUVE\URWDWLRQEXWVXFKGLUHFWRURUDGGLWLRQDOGLUHFWRU
PD\EHUHPRYHGE\WKH&HQWUDO*RYHUQPHQWIURPKLVRIILFHDWDQ\WLPHDQGDQRWKHUSHUVRQ
PD\ EH DSSRLQWHG E\ WKDW *RYHUQPHQW LQ KLV SODFH WR KROG RIILFH DV D GLUHFWRU RU DV WKH
FDVHPD\EHDQDGGLWLRQDOGLUHFWRU´

170. For section 560 of the principal Act, the following section shall be substituted, namely:—
³ :KHUH WKH 5HJLVWUDU KDV UHDVRQDEOH FDXVH WR EHOLHYH WKDW D FRPSDQ\ LV QRW
FDUU\LQJRQEXVLQHVVRULQRSHUDWLRQLQDFFRUGDQFHZLWKWKHSURYLVLRQVRIWKLV$FWWKHQDPH
RI D FRPSDQ\ PD\ EH VWUXFN RII WKH UHJLVWHU RI WKH FRPSDQLHV DV SHU VXFK SURFHGXUH DV
PD\EHSUHVFULEHG´
171. After section 609 of the principal Act, the following section shall be inserted, namely:—
³$   7KH &HQWUDO *RYHUQPHQW PD\ E\ QRWLILFDWLRQ LQ WKH 2IILFLDO
*D]HWWHDSSRLQWD'LUHFWRU*HQHUDORI,QVSHFWLRQDQG,QYHVWLJDWLRQ KHUHLQDIWHU

UHIHUUHG WR DV ³'LUHFWRU *HQHUDO´  DQG DV PDQ\ $GGLWLRQDO -RLQW 'HSXW\ RU
$VVLVWDQW 'LUHFWRU *HQHUDO RI ,QVSHFWLRQ DQG ,QYHVWLJDWLRQ DV LW PD\ WKLQN WR
DVVLVWWKH'LUHFWRU*HQHUDOIRUH[HUFLVLQJSRZHUVRILQVSHFWLRQDQGLQYHVWLJDWLRQ
DVFRQWDLQHGLQWKLV$FW
  7KH 'LUHFWRU *HQHUDO VKDOO EH UHVSRQVLEOH IRU WKH FRQGXFW RI DOO
LQVSHFWLRQVDQGLQYHVWLJDWLRQVXQGHUWKLV$FWDQGVKDOOH[HUFLVHVXFKVXSHUYLVLRQ
DQGFRQWURORYHUDOOWKHLQVSHFWLRQVRULQYHVWLJDWLRQVPDGHXQGHUWKLV$FWDQGWR
SHUIRUPVXFKIXQFWLRQVDQGGLVFKDUJHVXFKGXWLHVDVPD\EHJLYHQWRKLPE\WKH
&HQWUDO*RYHUQPHQW
  7KH 'LUHFWRU *HQHUDO VKDOO SHUIRUP KLV IXQFWLRQV XQGHU WKH JHQHUDO
VXSHUYLVLRQ RI WKH &HQWUDO *RYHUQPHQW DQG WKH RWKHU RIILFHUV DSSRLQWHG XQGHU
VXEVHFWLRQ   VKDOO ZRUN XQGHU WKH GLUHFWLRQ RI WKH 'LUHFWRU *HQHUDO DQG VKDOO
EHUHVSRQVLEOHWRKLP
  7KH &HQWUDO *RYHUQPHQW PD\ SURYLGH IRU VXFK RWKHU RIILFHUV DQG RWKHU
HPSOR\HHV WR DVVLVW WKH 'LUHFWRU *HQHUDO WR FDUU\ RXW KLV IXQFWLRQV XQGHU WKLV
$FW´
172. For section 610 of the principal Act, the following section shall be substituted, namely:—

³  6DYHDVRWKHUZLVHSURYLGHGHOVHZKHUHLQWKLV$FWDQ\SHUVRQPD\²
D LQVSHFWDQ\GRFXPHQWVNHSWE\WKH5HJLVWUDULQDFFRUGDQFHZLWKWKHUXOHVWR
EHPDGHIURPWLPHWRWLPHEHLQJGRFXPHQWVILOHGRUUHJLVWHUHGE\KLPLQSXUVXDQFHRI
WKLV $FW RU PDNLQJ D UHFRUG RI DQ\ IDFW UHTXLUHG RU DXWKRULVHG WR EH UHFRUGHG RU
UHJLVWHUHG LQ SXUVXDQFH RI WKLV $FW RQ SD\PHQW IRU HDFK LQVSHFWLRQ RI VXFK IHHV DV
PD\EHSUHVFULEHG
E UHTXLUHDFHUWLILFDWHRIWKHLQFRUSRUDWLRQRIDQ\FRPSDQ\RUDFRS\RUH[WUDFW
RI DQ\ RWKHU GRFXPHQW RU DQ\ SDUW RI DQ\ RWKHU GRFXPHQW WR EH FHUWLILHG E\ WKH
5HJLVWUDURQSD\PHQWLQDGYDQFHRIVXFKIHHVDVPD\EHSUHVFULEHG
  1R SURFHVV IRU FRPSHOOLQJ WKH SURGXFWLRQ RI DQ\ GRFXPHQW NHSW E\ WKH 5HJLVWUDU
VKDOOLVVXHIURPDQ\&RXUWRUWKH7ULEXQDOH[FHSWZLWKWKHOHDYHRIWKH&RXUWRUWKH7ULEXQDO
DQG DQ\ VXFK SURFHVV LI LVVXHG VKDOO EHDU WKHUHRQ D VWDWHPHQW WKDW LW LV LVVXHG ZLWK WKH
OHDYHRIWKH&RXUWRUWKH7ULEXQDO
 $FRS\RIRUH[WUDFWIURPDQ\GRFXPHQWNHSWDQGUHJLVWHUHGDWDQ\RIWKHRIILFHV
IRUWKHUHJLVWUDWLRQRIFRPSDQLHVXQGHUWKLV$FWFHUWLILHGWREHDWUXHFRS\XQGHUWKHKDQG
RIWKH5HJLVWUDU ZKRVHRIILFLDOSRVLWLRQLWVKDOOQRWEHQHFHVVDU\WRSURYH VKDOOLQDOOOHJDO
SURFHHGLQJVEHDGPLVVLEOHLQHYLGHQFHDVRIHTXDOYDOLGLW\ZLWKWKHRULJLQDOGRFXPHQW
 1RWZLWKVWDQGLQJDQ\WKLQJFRQWDLQHGLQDQ\RWKHUODZIRUWKHWLPHEHLQJLQIRUFH²
D  D PLFUR ILOP RI D GRFXPHQW RU WKH UHSURGXFWLRQ RI WKH LPDJH RU LPDJHV
HPERGLHGLQVXFKPLFURILOP ZKHWKHUHQODUJHGRUQRW RU
E DIDFVLPLOHFRS\RIDGRFXPHQWRU
F  D VWDWHPHQW FRQWDLQHG LQ D GRFXPHQW DQG LQFOXGHG LQ D SULQWHG PDWHULDO
SURGXFHG E\ D FRPSXWHU KHUHLQDIWHU UHIHUUHG WR DV µµFRPSXWHU SULQWRXW¶¶  LI WKH
FRQGLWLRQVPHQWLRQHGLQVXEVHFWLRQ  DUHVDWLVILHG
VKDOO EH GHHPHG WR EH DOVR D GRFXPHQW IRU WKH SXUSRVHV RI WKLV $FW DQG WKH UXOHV
PDGH WKHUHXQGHU DQG VKDOO EH DGPLVVLEOH LQ DQ\ SURFHHGLQJV WKHUHXQGHU ZLWKRXW
IXUWKHUSURRIRUSURGXFWLRQRIWKHRULJLQDODVHYLGHQFHRIDQ\FRQWHQWVRIWKHRULJLQDO
RURIDQ\IDFWVWDWHGWKHUHLQRIZKLFKGLUHFWHYLGHQFHVKRXOGEHDGPLVVLEOH

 7KHFRQGLWLRQVUHIHUUHGWRLQVXEVHFWLRQ  LQUHVSHFWRIDFRPSXWHUSULQWRXWVKDOO
EHWKHIROORZLQJQDPHO\²
D  WKH LQIRUPDWLRQ FRQWDLQHG LQ WKH VWDWHPHQW UHSURGXFHV RU LV GHULYHG IURP
UHWXUQVDQGGRFXPHQWILOHGE\WKHFRPSDQ\RQSDSHURURQFRPSXWHUQHWZRUNIORSS\
GLVNHWWHPDJQHWLFFDUWULGJHWDSH&'URPRUDQ\RWKHUFRPSXWHUUHDGDEOHPHGLD
E  ZKLOH UHFHLYLQJ UHWXUQV RU GRFXPHQWV RQFRPSXWHUPHGLDQHFHVVDU\FKHFNV
E\VFDQQLQJWKHGRFXPHQWVILOHGRQFRPSXWHUPHGLDZLOOEHFDUULHGRXWDQGPHGLDZLOO
EHGXO\DXWKHQWLFDWHGE\WKH5HJLVWUDU
  7KH 5HJLVWUDU VKDOO DOVR WDNH GXH FDUH WR SUHVHUYH WKH FRPSXWHU PHGLD E\
GXSOLFDWLQJWUDQVIHUULQJPDVWHULQJRUVWRUDJHZLWKRXWORVVRIGDWD
173. After section 615 of the principal Act, the following section shall be inserted, namely:—
³$7KH&HQWUDO*RYHUQPHQWPD\FDOODQ\LQIRUPDWLRQDQGUHFRUGVIURPDQ\EDQN
RU DQ\ RWKHU DXWKRULW\ RU ERDUG RU FRUSRUDWLRQ HVWDEOLVKHG RU FRQVWLWXWHG E\ RU XQGHU DQ\
&HQWUDO 6WDWH RU 3URYLQFLDO $FW LQ UHVSHFW RI DQ\ WUDQVDFWLRQ LQ VHFXULWLHV ZKLFK DUH XQGHU
LQYHVWLJDWLRQRULQTXLU\E\WKH&HQWUDO*RYHUQPHQW´
174. After section 629A of the principal Act, the following sections shall be inserted namely:—

‘‘629B. If a company fails to credit to the Investors Education and Protection Fund established
under section 205C, the amounts specified in clauses (a) to (g) of sub-section (2) of that section,—
(a) the company and every officer of the company which is in default shall be punishable with
fine which shall not be less than the amount not deposited and
(b) every officer of the company who is in default shall also be punishable with imprisonment
for a period of not less than three months and which may extend to two years.’’
³& 7KH &HQWUDO *RYHUQPHQW PD\ E\ DQ RUGHU IRU UHDVRQV WR EH UHFRUGHG LQ
ZULWLQJLQWKHLQWHUHVWRILQYHVWRUVRUVHFXULW\PDUNHWPD\DWWDFKDIWHUSDVVLQJRIDQRUGHU
RQ DQ DSSOLFDWLRQ PDGH IRU DSSURYDO E\ WKH -XGLFLDO 0DJLVWUDWH RI ILUVW FODVV KDYLQJ
MXULVGLFWLRQIRUDSHULRGQRWH[FHHGLQJRQHPRQWKRQHRUPRUHEDQNDFFRXQWRUDFFRXQWV
RI DQ\ LQWHUPHGLDU\ RU DQ\ SHUVRQ DVVRFLDWHG ZLWK WKH VHFXULWLHV PDUNHW LQ DQ\ PDQQHU
LQYROYHGLQYLRODWLRQRIDQ\RIWKHSURYLVLRQVRIWKLV$FWRUWKHUXOHVRUWKHUHJXODWLRQVPDGH
WKHUHXQGHU
3URYLGHGWKDWRQO\WKHEDQNDFFRXQWRUDFFRXQWVRUDQ\WUDQVDFWLRQHQWHUHGWKHUHLQVR
IDUDVLWUHODWHVWRWKHSURFHHGVDFWXDOO\LQYROYHGLQYLRODWLRQRIDQ\RIWKHSURYLVLRQVRIWKLV
$FWRUWKHUXOHVRUWKHUHJXODWLRQVPDGHWKHUHXQGHUVKDOOEHDOORZHGWREHDWWDFKHG´


