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Important Provisions at a Glance 

Sl. No. Sections Matters dealt with E-Form Nos. 
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2. 2(17) Meaning of financial year.  
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4. 209A Inspection of books of accounts.  
5. 210 Annual accounts and balance sheet.  
6. 210 Application to the Registrar for seeking extension of accounting 

year upto 18 months.  
61 

7. 211(4) Form and contents of Balance Sheet, Profit and Loss Accounts 
and compliance of Accounting Standards. 

23AAA 

8. 212 Requirement to include certain particulars of subsidiary 
companies. 

 

9 212(8) Requirement for attaching the Balance Sheet and Profit and 
Loss Account of subsidiary companies 

23AAB 

10. 213 Financial year of holding and subsidiary company.  
11. 214 Holding company may inspect books of the subsidiary 

company. 
 

12. 215 Signature on Balance Sheet & Profit and Loss Account.  
13. 219 Members right to obtain copy of annual report.  
14. 220 Balance Sheet and Profit and Loss to be compulsorily filed with 

the Registrar of Companies, etc. 
23AC & 
23ACA 

1. Books of account required to be kept by a company 
Every company shall keep at its registered office proper books of account with respect to:— 

 (a) all sums of money received and expended by the company and the matters in respect of which the 
receipt and expenditure take place; 

 (b) all sales and purchases of goods by the company; 
 (c) the assets and liabilities of the company; and 
 (d) where, in the case of a company engaged in production, processing, manufacturing or mining 

activities, the Central Government has by notification required any class of companies to include 
in its books of account certain particulars relating to utilisation of material or labour or to other 
items of cost as may be prescribed. 

2. Meaning of 'Proper Books of Account' 
The expression 'proper books of account' has not been defined in the Companies Act, 1956. Section 

2(8) defines that the "books or paper" include accounts, deeds, vouchers, writings and documents. 
Keeping the accounts of a company on cash or receipt basis would not amount to keeping "proper 

books of account" in terms of the provisions of sub-sections (1), (2) and (3) of section 209. 
The books of account required to be maintained under section 209 shall be prepared and maintained in 

indelible ink for giving a proper and adequate meaning to the words "proper books of account". 
Further, section 209(3) details the cases when proper books of account shall not be deemed to have 

been kept with respect to the matters specified therein by a company. 
In terms of the provisions of section 209(3) proper books of account shall be considered have been 

kept with respect to the matters specified therein, if following two cumulative conditions are satisfied:— 
 (a) Books which are necessary to give a true and fair view of the state of the affairs of the company or 

branch office, as the case may be, and to explain its transactions are kept. 
 (b) Books are kept on accrual basis and according to the double entry system of accounting. 



 

In determining whether, the proper books of account have been kept by a company, it will be 
ascertained that there is no suppression of any transaction and no fictitious transactions have been entered 
in the books. It has been clarified by the Department that writing of books of account by pencil is not 
advisable, in as much as books of account should be prepared and maintained in indelible ink for giving a 
proper and adequate meaning to the "proper books of account" in section 209. 
3. All or any of the books may be kept at any place in India 

All or any of the books of account aforesaid may be kept at any place in India other than the registered 
office, as the Board of directors of the company may decide. When the Board so decides, the company 
shall, within seven days of the decision, file a notice in e-Form 23AA (Appendix 1) electronically with the 
Registrar of Companies giving the full address of that other place. 

The Department has clarified that proper books of account can be kept at a place other than the 
Registered office of the company if there are compelling reasons for keeping books at such other place. 
Shortage of place at registered office of a company may constitute a compelling reason for maintenance of 
books of account at other place. 
4. Books of accounts shall be kept on accrual accounting system 

Section 209(3)(b) of the Act provides that "proper books of account shall not be deemed to be kept 
with respect to matters specified therein if such books are not kept on accrual basis and according to double 
entry system of accounting". 

The matter has been re-examined by the Department and it has clarified that it is mandatory for 
companies to provide for gratuity liability in their books of account in accordance with the provisions of 
section 209(3)(b) of the Companies Act, 1956 taking into account the "Accounting Standard 15 Accounting 
for Retirement Benefits in the Financial Statements of Employers) of the ICAI". 

The provisions of clause (b) of sub-section (3) of section 209 shall not apply to a Government 
company engaged in the business of financing industrial projects and approved by the Central Government 
under section 36(1)(viii) of the Income-tax Act, 1961, to the extent it relates to income from interest on 
loans and advances, provided that such accrued income, which is not accounted for in the books of account, 
is disclosed by way of note in the annual accounts. 
5. Section 209 applies to all companies 

The provisions of section 209 apply to both private limited and public limited companies. 
6. Books of account in respect of branch office and compliance of requirement to keep books of 
accounts 

According to section 2(9), the expression 'branch office' means— 
 (a) any establishment described as a branch by the company; or 
 (b) any establishment carrying on either the same or substantially the same activity as that carried on 

by the head office of the company; or 
 (c) any establishment engaged in any production, processing or manufacture, but does not include any 

establishment specified in any order made by the Central Government under section 8 of the 
Companies Act, 1956. 

A company shall be deemed to have kept proper books of account in relation to its branch office, 
whether in or outside India, if proper books of account relating to the transactions effected at the branch 
office are kept at the branch office. Further, proper summarised returns made up to date at intervals of not 
more than three months must be sent by the branch office to the company at its registered office or the 
other place where books of account of the company are kept. [Section 209(2)] 
7. Books of account required to be preserved for a period of at least 8 years 

Section 209(4A) casts an obligation upon a company to preserve in good order the books of account 
together with the vouchers relevant to any entry in such books relating to a period of not less than eight 
years immediately preceding the current year. (Appendix 2 for resolution) 

In the case of a company incorporated less than eight years before the current year, the books of 
account for the entire period preceding the current year together with the vouchers relevant to any entry in 
such books of account shall be preserved in good order. 



 

However, section 25 companies are required to preserve their books of account for a period of not less 
than four years. 

A company shall be required to preserve books of account, etc., for a longer period if some other Act 
makes such a stipulation. 
8. Inspection of books of account by director 

Section 209(4) provides that the books of account and other books and papers shall be open to 
inspection by any director during business hours. The right of inspection given to a director is a statutory 
right and it can be enforced through Court in case of refusal. 

A director may inspect the books of account either personally or through some agent. However, the 
inspection through agent will not be permitted if there is either some reasonable objection as to his 
selection or agent intends to use the information obtained from inspection for any purpose other than that of 
his principal. 

It has been decided in the case of D. Ross Porter v Pioneer Steel Co. Ltd. (1990) 68 Comp Cas 145 
(Del), that the concerned director should be allowed inspection of the following books only, Bank 
statements, Accounts with Banks, Financial institutions and private parties from whom loan had been taken 
by the company, and Register of movable assets. 
9. Responsibility for compliance with section 209 

Section 209(6) state that responsibility to take all reasonable steps to secure compliance by the 
company of the provisions of section 209 shall be on the following persons as specified in section 
209(6):— 
 (a) where the company has a managing director or manager, such managing director or manager and 

all officers and other employees of the company; and 
 (b) where the company has neither a managing director nor manager, every director of the company. 

The expression 'officers' in relation to any company or body corporate, includes any trustee for the 
debentureholders of such company or body corporate and the expression 'agent' includes, body corporate or 
person means any one acting or purporting to act for or on behalf of such company, body corporate or 
person, and includes the bankers and legal advisers of, and persons employed as auditors by, such 
company, body corporate or person. 
10. Penalty 

If any of the above said persons fails to take all reasonable steps to secure compliance by the company 
with the requirements of this section, or has, by his own willful act, been the cause of any default by the 
company thereunder he shall, in respect of each offence, 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. [Section 
209(5)] 

Provided that in any proceedings against him for offence under section 209, it shall be a defence to 
prove that a competent and reliable person was charged with the duty of seeing that those requirements 
were complied with and was in a position to discharge that duty. Provided that no person shall be sentenced 
to imprisonment for any such offence, unless it was committed willfully. [Second proviso to section 
209(5)]. 
11. Authority to inspect books of accounts 

Section 209A, stipulates that the books of account and other books and papers of every company shall 
be open to inspection during business hours— 
 (a) by the Registrar; or 
 (b) by such officer of the Government as may be authorised by the Central Government in this behalf; 
 (c) by such officers of the SEBI as may be authorised by it. 

Such inspection may be made without giving any previous notice to the company or any officer 
thereof. Further the inspection by SEBI shall be in respect of matters covered by the new section 55A. 



 

If default is made in complying with the requirement of section 209A, every officer of the company 
who is in default shall be punishable with fine, which shall not be less than Rs. fifty thousand and also with 
imprisonment for a term not exceeding one year. If any director or officer has been convicted under section 
209A he shall be deemed to be disqualified for holding such office in any company from the date of his 
convection for a period of 5 years from such date. 
12. Opportunity needs to be given before launching prosecution on failure to produce books when 
demanded 

If the authorities had found that the mandatory clause of section 209A(1) had been contravened before 
launching prosecution the defaulter should be heard. Their failure to do so amounted to violation of an 
important principle of natural justice. [P. Venkateskrishna Reddy v RoC (96) 21 CLA 250 (Mad)]. 
13. Maintenance of books of account in case of foreign companies 

Section 600(3)(a) provides that the provisions of section 209 shall apply to a foreign company to the 
extent of requiring it to keep at its principal place of business in India the books of account referred to in 
that section with respect to moneys received and expended, sales and purchases made, and assets and 
liabilities, in the course of or in relation to its business in India. 
14. Maintenance of cost records 

A company pertaining to any class of companies engaged in production, processing, manufacturing or 
mining activities, shall keep at its registered office proper books of account with respect to following items, 
if such class of companies is required to do so by the Central Government:— 
 (a) Prescribed particulars relating to utilisation of material. 
 (b) Prescribed particulars relating to utilisation of labour. 
 (c) Prescribed particulars relating to other items of cost. 

The Central Government has prescribed rules in connection with maintenance of cost records under 
section 209(1)(d) in respect of companies engaged in certain industries. 
15. Inspecting officer can seek information about company's joint ventures with other bodies that are 
not companies 

The matter regarding inspection of books of account, etc. of joint ventures in which the company 
inspected is a partner, during the course of inspection of any such company has been examined. It would 
appear that the phrase 'books of account of every company' occurring in sub-section (4A) of section 209 
only carries forward the subject-matter of section 209, which requires the maintenance of some books by a 
company and indicates the specific period for which they should be preserved. That phrase in its context 
does not arise the question whether it would extend to other books not required as such to be maintained by 
the company but nonetheless belonging to it an account of its interest in joint venture with some one else. 
The new section 209A has been formulated with a new subject matter as denoted by its different marginal 
heading. The power of the Government and the Registrar is also expressed in relation to "the books of 
account and other books and papers of every company" a phrase not to be found in sub-section (4) of 
section 209 as it stood prior to the Amendment Act. The intention is to provide as much of relevant 
information as possible to the Government as to the fortunes and failures of any company. Therefore, an 
inspecting officer can seek information about company's joint ventures with other bodies that are not 
companies. [Circular No. 25 of 1975, dated 19 November, 1975]. 
16. Meaning of "Financial year" 

The expression 'Financial year' defined under section 2(17) means, in relation to any body corporate, 
the period in respect of which any profit and loss account of the body corporate laid before it in annual 
general meeting is made up, whether that period is a year or not. A company is at its liberty to follow any 
financial year whether or not it ends on 31st March. However, for the purpose of Income Tax, accounts will 
have to be made on 31st March. 

The period to which the balance sheet and profit and loss account to be laid before a company in 
Annual General Meeting relate is called a "financial year". 



 

Section 210(4) provides that a financial year may be less or more than a calendar year, but it shall not 
exceed fifteen months. The financial year may extend to eighteen months, where special permission has 
been granted in this connection by the concerned Registrar of Companies [Proviso to section 210(4)]. Thus, 
annual accounts may be prepared for a period up to eighteen months with the special permission of the 
Registrar on the application submitted in the new e-Form 61 electronically with the Registrar [prescribed 
by the Notification No. GSR 56(E) dated 10th Feb., 2006. [previously no form was prescribed for that 
purpose] (Appendix 3) 

In terms of the Income-tax Act, 1961, it is mandatory for companies to follow uniform accounting 
year, i.e., ending 31st March. 
17. Laying of annual accounts and balance sheet before annual general meeting 

Only audited balance sheet and profit and loss account are to be laid before a company in annual 
general meeting. Un-audited balance sheet and profit and loss account cannot be laid before a company in 
annual general meeting. 

Section 210 casts an obligation upon the Board of directors of a company to lay down balance sheet 
and profit and loss account before each and every annual general meeting held in pursuance of section 
166:— 
 (a) First Annual General Meeting.—The Board shall lay before company's first annual general 

meeting a balance sheet and a profit and loss account for the period beginning with the 
incorporation of the company and ending with a day which shall not precede the day of the 
meeting by more than nine months — section 210(1) read with section 210(3)(a). 

 (b) Subsequent Annual General Meetings.—The Board shall lay before every annual general meeting 
a balance sheet of the company and a profit and loss account relating to the period beginning with 
the day immediately after the period for which the account was last submitted and ending with a 
day which shall not precede the day of the meeting by more than six months. 

In case where an extension of time for holding the subsequent annual general meeting has been granted 
by the Registrar under section 166(1), the balance sheet and profit and loss account shall relate to the period 
beginning with the day immediately after the period for which the account was last submitted and ending 
with a day which shall not precede the day of the meeting by more than six months and the extension so 
granted. 
18. Responsibility to ensure compliance with section 210 and penalty for non-compliance 

Section 210(5) of the Act, provides that if any person, being a director of a company, fails to take all 
reasonable steps to comply with the provisions of this section, he shall, in respect of each offence, 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. Provided that in any proceedings against a person as aforesaid, it shall 
be a defence to prove that a competent and reliable person was charged with the duty of seeing that the 
provisions of this section were complied with and was in a position to discharge that duty. Further provided 
that no person shall be sentenced to imprisonment for such offence unless it was committed willfully. 
19. Form and contents of Balance sheet 

Section 211(1) provides that every balance sheet of a company shall give a true and fair view of the 
state of affairs of the company as at the end of every accounting period and shall be in the form set out in 
Part I of Schedule VI. 

In this connection, a form of columnar balance sheet has been prepared by the Department of 
Company Affairs and is intended to serve as a model, in case any company should like to make out its 
balance sheet in a form other than that set out in Schedule VI. The design and contents of the model form 
may be kept in view by every company when it seeks the approval of the Central Government under 
section 211(1) of the Act to the alternative form of balance sheet that it may desire to adopt. It is, however, 
not proposed to issue any general order in exercise of the powers rested in the Government under section 
211(1) of Companies Act. [Vide Circular No. 12/6/60 PR (S), dated 18-7-1961]. 



 

Schedule VI, as amended vide File No. 3/24/94-CL-V(a), dated 15-5-1995, to the Companies Act, 
1956 has four parts as stated below:— 
 (a) Part I: Form of balance sheet 
 (b) Part II: Requirements as to profit and loss account 
 (c) Part III: Interpretation, and 
 (d) Part IV: Balance sheet abstract and company's general business profile. 

The Central Government has power to exempt any class of companies from compliance with any of the 
requirements in Schedule VI if, in its opinion, it is necessary to grant the exemption in the public interest. 
The Central Government may grant such exemption by notification in the Official Gazette and any such 
exemption may be granted either unconditionally or subject to such conditions as may be specified in the 
notification. [Section 211(3)] 

Further, the Central Government may, on the application made by the company in the prescribed 
e-Form 23AAA (See Appendix 4) introduced by the Ministry of Company Affairs vide Notification No. 
GSR 56(E) dated 10th Feb., 2006 (earlier no prescribed form was available for that purposes), by order, 
modify in relation to that company any of the requirements of the Companies Act as to the matters to be 
stated in the company's balance-sheet or profit and loss account for the purpose of adapting them to the 
circumstances of the company. [Section 211(4)] 

Vide Circular No. 1/84, dated 19-4-1984, it is necessary that any company which seeks exemption 
under section 211(4) of the Companies Act should indicate in the application whether the same has been 
made with the approval of the Board of directors and forward copy of the Board's resolution in this regard 
alongwith the application. (The guidelines for making application have been given in Appendix 5) 
Mandatory disclosure under the Balance Sheet for the unclaimed amount of dividend and other amount 
payable to investors by a company 

The DCA vide Notification No. GSR 762(E), dated 13th November, 2002 has amended Schedule VI, 
which mandatorily provides that under heading "Liabilities", in sub-heading "Current Liabilities and 
Provisions" the following amount shall be disclosed. 

Investor Education and Protection Fund shall be credited by the following amounts namely:— 
 (a) Unpaid dividend; 
 (b) Unpaid application money received by the companies for allotment of securities and due for 

refund; 
 (c) Unpaid Matured Deposits; 
 (d) Unpaid Matured Debentures; 
 (e) Interest accrued on (a) to (d) above. 
20. Form and contents of Profit and Loss Account 

Every profit and loss account of a company shall give a true and fair view of the profit or loss of the 
company for the financial year and shall comply with the requirements of Part II of Schedule VI, so far as 
they are applicable thereto [Section 211(2)]. This is, however, subject to the provisions of section 211. 

Proviso to section 211(2) provides that section 211(2) does not apply to any insurance or banking 
company or any company engaged in the generation or supply of electricity, or to any other class of 
company for which a form of profit and loss account has been specified in or under the Act governing such 
class of companies. 

If any information required to be disclosed in the balance sheet and profit and loss account and in the 
opinion of the Board of a company is not in the interest of the business or the special conditions of the 
company, the Board may authorise to file an application in the prescribed e-Form 23AAA by the 
Notification No. GSR 56(E) dated 19th Feb., 2006 electronically to the Central Government (DCA) for 
permission to exempt the company from disclosing certain information as required in Schedule VI. 



 

The necessary fee as per the Companies (Fees on Application) Rules, 1999 should accompany an 
application in Form 23AAA by way of on line or off line system of payment of fees to the Ministry of 
Company Affairs. 

Section 211(3) empowers the Central Government to exempt any class of companies from compliance 
with any of the requirements in Schedule VI. 
21. Whether default in compliance with the requirements of section 211(2) is a continuing offence? 

Offence under section 211(2) is committed once and for all as and when one commits the default. It 
gives rise to a single default and to a single punishment. The provision does not counterplate that the 
obligation to secure compliance continues from day to day until compliance is actually met nor does it 
provide the continuance of business without securing compliance becomes a continuing offence. Hence an 
offence under section 211(2) is not a continuing offence. [Bachrenj Baid v State of West Bengal Case No. 
809 (Kol) 92]. 
22. Amendment to Part I in Schedule VI to the Companies Act, 1956 for mandatory disclosure of 
amount due to small scale units 

The Department has amended Schedule VI to the Act so as to highlight the amount due to a small scale 
unit by a company exceeding Rs. 1 lakh which is outstanding for more than 30 days. It is prescribed that 
the following information shall also be given in Part I of the said Schedule after item (2) under the heading 
"current liabilities and provisions":— 
 "(i) total outstanding dues of small scale industrial undertakings; and 
 (ii) Name of the small scale industry with amount 
 (iii) total outstanding dues of creditors other than small scale industrial undertakings". 
23. Rounding off figures in the Profit and Loss Account 

Rounding up off amount in the Balance Sheet and Profit and Loss Account Schedule VI has been 
amended vide Circular No. 19/2002, dated 1-8-2002, which provides that Schedule VI, Part I under the 
heading "8 Vertical Form", in the Notes at the end, for para 3, the following shall be substituted namely:— 
——————————————————————————————————————————— 
Where the turnover of the company Round off permissible 
in any Financial year is: ——————————————————————————————————————————— 
 (i) less than one hundred crore rupees to the nearest hundreds or thousands, or 

 decimals thereof 
 (ii) one hundred crore rupees or more but less to the nearest hundreds, thousands, lakhs or 

than five hundred crore rupees millions, or decimals thereof 
 (iii) five hundred crore rupees or more to the nearest hundreds, thousands, lakhs, 

 millions, or crore, or decimals thereof ——————————————————————————————————————————— 
The Department of Company Affairs has issued a Circular No. 20/2003 No.1/5/2002-CL.V dated 25th 

April, 2003 which states that:— 
 1. Attention is drawn to Notification No. GSR 545(E), dated 1st August, 2002 whereby the figures in 

the balance sheet were permitted to be rounded off to the nearest hundreds, thousands, lakhs, 
millions, or crores, or decimals thereof. 

 2. Doubts have been raised about the applicability of this notification to the profit and loss account 
also. As balance sheet and profit and loss accounts are forming part of annual accounts of a 
company prepared under Schedule VI, it is clarified that, by implication, the simplified procedure, 
as notified, may also apply to profit and loss accounts. Only then will it be of benefit to readers of 
these accounts, by being consistent across both the balance sheet and profit & loss account. 

24. Provisions of the Companies Act, 1956 relating to Accounting Standards 
Section 211 has been amended by the Companies (Amendment) Act, 1999 so as to include the 

following additional provisions, which have come into force w.e.f. 31st October, 1998:— 
 (3A) Every profit and loss account and balance sheet of the company shall comply with the accounting 

standards. 



 

 (3B) Where the balance sheet and the profit and loss account of the company do not comply with the 
accounting standards, such companies shall disclose in the profit and loss account and balance 
sheet, the followings, namely:— 

 (a) the deviation from the accounting standards; 
 (b) the reasons for such deviation; and 
 (c) the financial effect, if any, arising due to such deviation. 
 (3C) For the purposes of this section, the expression "accounting standards" means the standards of 

accounting recommended by the Institute of Chartered Accountants of India constituted under the 
Chartered Accountants Act, 1949 (38 of 1949), as may be prescribed by the Central Government 
in consultation with the National Advisory Committee on Accounting Standards established under 
sub-section (1) of the section 210A: 

  Provided that the standards of accounting specified by the Institute of Chartered Accountants of 
India shall be deemed to be the accounting standards until the accounting standards are prescribed 
by the Central Government under this sub-section". 

25. Auditors' Report to give additional information on compliance of Accounting Standards 
The Companies (Amendment) Act, 1999 has prescribed that the auditor's report shall also contain as 

clause (d) to sub-section (3) of section 227 the following:— 
"whether, in his opinion, the profit and loss account and balance sheet comply with the accounting 

standards referred to in sub-section (3C) of section 211." 
26. Applicability of the Companies (Accounting Standards) Rules, 2006  

The Central Government, in consultation with National Advisory Committee on Accounting 
Standards, has notified vide Notification G.S.R. 739 (E) dated 7th December, 2006 the Companies 
(Accounting Standards) Rules, 2006, which has came into the force w.e.f. 7th December, 2006 and on all 
the financial statement of a companies shall have to comply with these rules . The Text of Rules have been 
laid down in Appendix 9. 

 
27. Investment limit of SSI/Ancillary Units 

The Ministry of Commerce and Industry, Department of Industrial Policy has reduced the investment 
limit in plant and machinery from Rs. 300 lacs to Rs. 100 lacs by notification issued on 24-12-1999. It has 
been further clarified that the Registration on the basis of the earlier Notification, dated 10-12-1997 and 
those units have taken concrete steps for implementing the project such as preparation of project report, 
sanction of loan, purchase of land, civil construction, placement of orders for plant and machinery, etc. 
prior to 24-12-1999 would continue to enjoy the SSI status so long as the investment does not exceed Rs. 
300 lakhs, notwithstanding the revised investment limit of Rs. 100 lakhs notified on 24-12-1999. 
        Now the Central Government vide Notification No.311 dated 16th June, 2006 has notified the Micro, 
Small and Medium Enterprises Development Act, 2006 which has provided that if the investment in plant 
and machinery is in excess of Rs.25 Lacs but less then Rs.5 Crores shall be considered as the Small Scale 
Industrial Unit, irrespective it is owned by proprietary, partnership concern or a company. 
28. Person responsible to ensure compliance with section 211 

Following persons are responsible to ensure compliance with the provisions of section 211 [section 
211(7) read with section 209(6)]:— 
 (a) where the company has a managing director or manager, such managing director or manager and 

all officers and other employees of the company; and 
 (b) if a company has neither a managing director nor a manager, every director of the company. 
29. Penalty for failure to comply with the requirement of section 211 

If any persons as referred in section 209(6) of the Act, fails to take all reasonable steps to ensure 



 

compliance by the company with section 211 or other provisions of the Act applying to annual accounts 
then he shall, in respect of each offence, be punishable with imprisonment for a term which may extend to 
six months, or with fine which may extend to Rs. 10,000, or with both: 

Provided that in any proceedings against a person in respect of an offence under section 211, it shall be 
a defence to prove that a competent and reliable person was charged with the duty of seeing that the 
provisions of the section and the other requirements aforesaid were complied with and was in a position to 
discharge that duty [proviso to section 211(7)]. Only willful commitment of an offence under section 209 
can make a person liable to be sentenced to imprisonment. 

ACCOUNTS OF A HOLDING COMPANY 
30. Inclusion of particulars as to subsidiary companies in holding company's balance sheet 

Section 212 of the Act, deals with the aspect that the balance sheet of a holding company shall include 
certain particulars as to its subsidiaries. Where a company has one or more subsidiaries, the holding 
company's audited statement of accounts (balance sheet, etc.) sent to its members shall include the 
following documents relating to its subsidiary:— 
 (a) a copy of the balance sheet; 
 (b) a copy of the profit and loss account; 
 (c) a copy of the report of the Board of directors; 
 (d) a copy of the report of auditors; 
 (e) a statement of the holding company's interest in the subsidiary; 
 (f) the statement as to changes in holding company's interest and other material changes where the 

financial year of the subsidiary company and holding company do not coincide; [Section 212(5)] 
 (g) the report as to inability of the Board of directors of the holding company to obtain certain 

informations. [Section 212(6)] 
The portion in the holding company's statement of accounts containing the information at items (e), (f) 

and (g) above shall be signed by the directors and secretary who have been authorised to sign the holding 
company's accounts. 

The balance sheet, profit and loss account and the reports of the Board and of the auditors as stated in 
(a) to (d) above shall be made as at the end of the financial year of the subsidiary, where such financial year 
coincides with the financial year of the holding company. However, where the financial year of the 
subsidiary company does not coincide with the financial year of the holding company then balance sheet 
and other documents shall be made as at the end of the financial year of the subsidiary last before that of 
the holding company. 

Further, in such a case, the financial year of the subsidiary shall not end on a day, which precedes the 
day on which the holding company's financial year ends by more than six months. 

Following are important provisions in relation to attaching certain documents in relation to each and 
every subsidiary company with the holding company's balance sheet:— 
 (a) Section 212(2)(d) provides that where the financial year of a subsidiary is shorter in duration than 

that of its holding company, reference to the financial year of subsidiary as stated in clauses (a), 
(b) and (c) shall be construed as reference to two or more financial years of the subsidiary, the 
duration of which, in the aggregate, is not less than the duration of the holding company's financial 
year. 

 (b) A statement as to holding company's interest, in the subsidiary shall specify:— 
 (i) the extent of the holding company's interest in the subsidiary at the end of the financial year 

or on the last of the financial years of the subsidiary referred to in section 212(2); and 
 (ii) the net aggregate amount, so far as it concerns members of the holding company and is not 

dealt with in the company's accounts, of the subsidiary's profits after deducting its losses or 
vice versa— 



 

 (a) for the financial year or years of the subsidiary aforesaid; and 
 (b) for the previous financial years of the subsidiary since it became the holding company's 

subsidiary. 
 (c) The net aggregate amount of the profits of the subsidiary after deducting its losses or vice versa— 
 (i) for the financial year or years of the subsidiary aforesaid; and 
 (ii) for the previous financial years of the subsidiary since it became the holding company's 

subsidiary; so far as those profits are dealt with, or provision is made for those losses, in the 
company's accounts. 

 (d) Where the financial year or years of a subsidiary do not coincide with the financial year of the 
holding company, a statement containing information on the following matters shall also be 
attached to the balance sheet of the holding company— 



 

 (i) whether there has been any, and if so, what change in the holding company's interest in the 
subsidiary between the end of the financial year or of the last of the financial years of the 
subsidiary and at the end of the holding company's financial year; 

 (ii) details of any material changes which have occurred between the end of the financial year or 
of the last financial years of the subsidiary and at the end of the holding company's financial 
year in respect of— 

 (a) the subsidiary's fixed assets; 
 (b) the investments; 
 (c) the money lent by it; 
 (d) the money borrowed by it for any purpose other than that of meeting current liabilities. 

[Section 212(5)] 
 (e) If, for any reason, the Board of the holding company is unable to obtain information on any of the 

matters required to be specified by section 212(4), a report in writing to that effect shall be 
attached to the balance sheet of the holding company. 

 (f) The statement and reports as referred to in clauses (e) to (g) of section 212(1) shall be signed by 
the persons by whom the balance sheet of the holding company is required to be signed. [Section 
212(7)] 

If the Company want an exemption from attaching the balance sheet and profit and loss account of the 
subsidiary companies, the holding company is required to submit an application to the Central Government 
in e-Form 23AAB as prescribed by the Notification No. GSR 56(E) dated 10th Feb., 2006. (Appendix 6) 
31. Person responsible to ensure compliance with section 212 

If any person as referred in section 209(6) of the Act, fails to take all reasonable steps to ensure 
compliance by the company with section 211 or other provisions of the Act applying to annual accounts 
then he shall, in respect of each offence, 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: 

Provided that in any proceedings against a person in respect of an offence under section 211, it shall be 
a defence to prove that a competent and reliable person was charged with the duty of seeing that the 
provisions of the section and the other requirements aforesaid were complied with and was in a position to 
discharge that duty [proviso to section 211(7)]. Only willful commitment of an offence under section 209 
can make a person liable to be sentenced to imprisonment. 
32. Financial year of the holding company and subsidiary 

The ideal situation is that the financial year of the subsidiary and the holding company should be 
identical. Where it is not so and where it is proposed to extend the financial year of the subsidiary so as to 
ensure that the subsidiary company's financial year may end with that of the holding company, the 
company concerned may apply to the Central Government for according approval to the extension sought 
for. In any case, pursuant to section 212(2)(c), the financial year of the subsidiary shall not end on a day 
which precedes the last day of the financial year of the holding company by more than 6 months. (See 
Appendix 4 for Guidelines issued by the Central Government) 

As per section 213(2), the Central Government shall, on the application of the Board of directors of the 
company whose financial year is to be extended, direct that in the case of that company, the submission of 
accounts to a general meeting, the holding of an annual general meeting or the making of an annual return, 
shall not be required to be submitted, held or made, earlier than the dates specified in the direction. This 
section has been given overriding effect over all other provisions of the Companies Act, 1956 or any other 
Act for the time being in force. 
33. Inspection of books of accounts of a subsidiary 

Section 214(1) provides that a holding company may, by resolution, authorise representatives named in 
the resolution to inspect the books of account kept by any of its subsidiaries; and the books of accounts of 
any such subsidiary shall be open to inspection by those representatives at any time during business hours. 



 

The resolution for inspection has to be passed by the shareholders of the holding company at its General 
Meeting. 

Section 214(2) further provides that the members of a company can exercise rights conferred upon 
them by section 235 in respect of any subsidiary as if they alone were members of the subsidiary. 

APPROVAL AND SIGNING OF ACCOUNTS 
34. Approval of balance sheet and profit and loss account by the Board 

Provisions of section 215 relating to authentication of balance sheet and profit and loss account applies 
to all companies. Section 215(3) stipulates that the balance sheet and profit and loss account shall be 
approved by the Board of directors before they are signed on behalf of the Board and before they are 
submitted to the auditors for their report thereon. It has been clarified by the Department vide letter No. 
8/22/(215)/76-CL-V, dated 27-10-1976 that the Board of directors as a whole must consider the annual 
accounts and approve them before the same are handed over to the statutory auditors. The powers of the 
Board cannot be delegated to a committee of directors or to only some of the directors. 
35. Signing of balance sheet and profit and loss account 

In the case of a company other than a banking company, every balance sheet and every profit and loss 
account of a company shall be signed on behalf of the Board of directors by its manager or secretary, if 
any, and by not less than two directors of the company one of whom shall be a managing director where 
there is one. 

However, in the case of a non-banking company, when only one of its directors is for the time being in 
India, the balance sheet and the profit and loss account shall be signed by such director; but in such a case 
there shall be attached to the balance sheet and the profit and loss account, a statement signed by him 
explaining the reasons for non-compliance with the provisions of section 215(1). 

Practically the following situations that may arise in regard to signing of balance sheet and profit and 
loss account of a company, a proper care should be taken thereof:— 
 (i) If the company has a managing director but does not have a secretary, the balance sheet and profit 

and loss account shall be signed by (a) managing director and (b) one other director. 
 (ii) If the company has neither a manager nor a secretary nor a managing director, the balance sheet 

and profit and loss account shall be signed by any two directors of the company. 
 (iii) If only one of the directors of a company or its managing director is for the time being in India, 

then he shall sign the balance sheet and profit and loss account and a statement signed by him 
explaining the reasons for non-compliance with section 215(1) shall be attached to the balance 
sheet and profit and loss account. 

Therefore, the signature by a manager or secretary and managing director is a must if the company has 
such personnel. 

In the case of a banking company, every balance sheet and every profit and loss account of a company 
shall be signed on behalf of the Board of directors by the persons specified in clause (a) or clause (b), as the 
case may be, of section 29(2) of the Banking Companies Act, 1949. 
36. Authentication of annual accounts by secretary is for the purpose of testifying the accuracy for 
the figures included and fulfillment of formal requirements as to the accounts 

The Department's Circular No. 8/16(1)/61-PR, dated 26-6-1961 states that where a company employs a 
secretary, that officer usually provides liaison between the Board and the executive management of the 
company. A secretary is also responsible for ensuring due performance by the clerical and other staff of the 
office of their duties with diligence and accuracy. These responsibilities of the secretary assume greater 
importance where the company does not have either a manager. It would, therefore, be only proper that in 
the absence of a manager, the secretary should be one of the officers who should authenticate the balance 
sheet and the profit and loss account of a company testifying to the accuracy of the figures included therein 
and also to the fulfillment of the formal requirements as to the accounts. It appears that it is for these 
reasons that the legislature thought it fit to lay down as a requirement in section 215 of the Companies Act 



 

that where a company does not have a manager, at least the secretary (if any) must join in authenticating 
the company's annual accounts. 
37. Responsibility of a secretary as an officer for authentication of annual accounts 

In the matter of provisions of section 215 of the Act, a question has been raised regarding liability of a 
secretary who signs the annual accounts that as to how far the secretary of a company renders himself liable 
for errors, etc., in a balance sheet when he authenticates the same in pursuance of the provisions of said 
section. 

In that matter the Department is of the view that as the authentication by the secretary is "on behalf of 
the Board of directors" and not in his personal capacity, the Secretary can be held responsible regarding 
errors, etc., only as an "officer" of the company within the meaning of section 628 and not because of 
authentication by him under section 215 as such. Where, however, the secretary is charged with the 
responsibility of maintaining the accounts and also assisting the auditor at the time of auditing, he cannot 
conceivably escape consequence of any wrong statement in the accounts. [DCA Circular No. 7 of 1972, 
dated 12-5-1972]. 
38. Time factor of authentication of accounts and signing by auditors 

Where there is no time gap or very little time gap between the date of approval of accounts under 
section 215 by the Board of directors of a company and the date of the audit report thereon, the Department 
is of the view that responsibility for the preparation of the accounts of a company belongs to the directors 
who have to approve them before the auditors make their report thereon. The Act is apparently silent on 
when the auditors may commence their work of audit. In other words, it does not clarify whether they have 
simply to await the directors' report on the accounts or proceed with the audit work in the meantime 
immediately after their appointment at the last annual general meeting. The auditor's report comes at the 
end of the audit process and section 215 mentions nothing of the process preceding the preparation of the 
audit report by the auditors. Further that section 227 of the Act, gives the powers to auditor to access at all 
times to the books and accounts and vouchers of the company, which amply suggests that they do not have 
to remain idle at any time after their appointment as auditors. Subject to the convenience of the company, 
he may actually commence the checking up of vouchers, etc., and the company may prepare trial balance 
sheets, etc., which will save time for the auditors in the preparation of their report in due course. 

Thus, if the auditor signs the balance sheet on the same date on which the directors have approved it, it 
may not be inferred from this solitary circumstance that the auditor has not performed the audit efficiently. 
[DCA Circular No. 7 of 1974, dated 26-4-1974]. 

CIRCULATION OF BALANCE SHEET AND PROFIT AND LOSS ACCOUNT 
39. Listed companies may send abridged accounts to its members 

In the case of a company whose shares are listed on a recognised stock exchange, if the copies of the 
Balance Sheet, (including profit and loss accounts, the directors and the auditors report and any other 
document as required by the law) if made available for inspection at its registered office during working 
hours for a period of 21 days before the date of the annual general meeting, in order to reduce the cost of 
printing the unabridged balance sheet and profit and loss account may be supplied to all the shareholders 
alongwith the notice of the annual general meeting. 

The following points are important in this respect, which should be observed carefully:— 
 (a) The abridged accounts should be in Form 23AB and the same need not be audited as this is based 

on the company's audited accounts. 
 (b) The economy in this lies in the elimination of most of the schedules found in the normal full 

balance sheet and profit and loss account. 
 (c) The abridged accounts should be signed as required under section 215 of the Act, i.e. by at least 

two directors, one of whom shall be the managing director where there is one and the secretary or 
manager. 

 (d) In case abridged accounts are sent, the directors' report in full should accompany the accounts. 
However, there is no need to include the statement on energy conservation and technology 
absorption and the statement on employee particulars. 



 

 (e) Signed copy of the abridged accounts shall be filed with the Registrar along with copies of balance 
sheet and other documents pursuant to section 220. 

 (f) Copies of the full balance sheet shall be sent on free of cost to every member, the holders of 
debentures issued by the company and to the person from whom the company has accepted a 
deposit of money in case any of the foregoing persons makes a request to the company for the 
same. If the company fails to furnish the copy within seven days of the request, the company and 
every officer of the company who is in default shall be punishable with fine up to Rs. 5,000 under 
section 219(2). 

40. Listed company may send only one copy of complete and full balance sheet to all such 
shareholders residing in one house 

A listed company may supply single copy of complete and full Balance Sheet and Profit & Loss 
Account and Directors' Report to shareholders residing in common one house, i.e. having same address in 
the Books of the Company/Registrars/Share transfer agents. Provided that the company on receipt of 
request shall supply the complete and full Balance Sheet and Profit & Loss Account and Directors' Report 
also to any shareholder residing in such household. Further, the company will supply abridged Balance 
Sheet to all the shareholders in the same household. 
41. Right of members to receive copies of Balance sheet and Auditors' Report 

Section 219(1) lays down that a copy of every balance sheet (including the profit and loss account, the 
auditors' report and every other document required by law to be annexed or attached, as the case may be, to 
the balance sheet) which is to be laid before a company in annual general meeting be sent to following 
persons not less than twenty-one days before the date of the meeting:— 
 (a) to every member of the company; 
 (b) to every trustee for the holders of any debentures issued by the company, whether such member or 

trustee is or is not entitled to have notices of general meetings; and 
 (c) all persons other than such members or trustees, being persons entitled to notice. 

If default is made in complying with section 219(1), the company, and every officer of the company 
who is in default, shall be punishable with fine which may extend to five thousand rupees. 
42. Persons to whom the Balance Sheet need not be sent 

Section 219 of the Act also provides that copy of balance sheet and other documents need not be sent 
to following persons:— 
 (a) to a member, or holder of debentures, of the company not having a share capital and who is not 

entitled to have notices of general meetings of such company sent to him; 
 (b) to a member, or holder of debentures, of the company, who is not entitled to have notices of 

general meetings of the company sent to him and of whose address the company is unaware; 
 (c) to more than one of the joint holders of any shares or debentures none of whom is entitled to have 

such notices sent to him; 
 (d) in the case of joint holders of any shares or debentures some of whom are and some of whom are 

not entitled to have such notices sent to them, to those who are not so entitled; 
 (e) in the case of a company whose shares are listed on a recognised Stock Exchange, if the copies of 

balance sheet and other documents are made available for inspection at its registered office during 
working hours for a period of twenty-one days before the date of the meeting and a statement 
containing the salient features of such documents in the prescribed form or copies of the 
documents aforesaid, as the company may deem fit, is sent to every member of the company and 
to every trustee for the holders of any debentures issued by the company not less than twenty-one 
days before the date of the meeting. [Section 219(1)(b)(iv)] 

43. In case of refusal to provide balance sheet, the CLB/Central Government may direct to furnish 
Balance sheet 

If a demand is made by any person as stated in section 219(2) and default is made in complying with 
the demand within seven days after the making thereof, the company, and every officer of the company 



 

who is in default, shall be punishable with fine which may extend to five thousand rupees, unless it is 
proved that person had already made a demand for and had been furnished with a copy of the document. 
[Section 219(4)] 

Moreover, the Company Law Board/Central Government may also, by order, direct, that the copy 
demanded shall forthwith be furnished to the person concerned. 

The application to Central Government shall be made in the form of a petition, which shall be verified 
by an affidavit. Further, documentary evidence as to refusal by the company to furnish copy, evidence as to 
payment of fee and Memorandum of Appearance shall be attached to the application. 
44. Improper issues, circulation or publication of Balance sheet or Profit and Loss Account and 
penalty thereof 

Section 218 provides that if a company— 
 (a) issues, circulates or publishes any copy of balance sheet or profit and loss account which has not 

been signed as required by section 215; or 
 (b) issues, circulates or publishes any copy of a balance sheet without annexing or attaching thereto, 

as the case may be, a copy each of— 
 (i) the profit and loss account, 
 (ii) any accounts, reports or statements which, by virtue of section 212, are required to be 

attached to the balance-sheet, 
 (iii) the Auditors' Report, and 
 (iv) the Board's Report referred to in section 217, 
the company, and every officer of the company who is in default, shall be punishable with fine which may 
extend to five thousand rupees for such improper issue, circulation or publication of balance sheet or profit 
and loss account. 

FILING OF ACCOUNTS WITH THE REGISTRAR 
45. Filing of Balance sheet, etc., with Registrar within 30 days from the date of annual general 
meeting 

The company is required to electronically file with the concerned Registrar of Companies the balance 
sheet together with all documents which are required by this Act to be annexed or attached to such balance 
sheet as an attachment with new e-Form 23AC prescribed within 30 days from the date on which the 
balance sheet were laid before a company at an annual general meeting. Special feature has been provided 
for filing of e-Form 23AC, under which soft unsigned copy of the balance sheet together with the data of 
the notice of annual general meeting, directors report, auditors report, compliance certificate (if applicable) 
is required to be converted into the PDF files, unsigned and the director who is signing the e-Form-23AC is 
responsible for the proper attachments and accuracy of the documents. It should be noted that the total size 
of the e-Form 23AC should not exceeding 2.50 M.B. [Section 220(1)] (Appendix 7) 
45.1. Instructions for filing e-Form 23AC 

The Ministry of Company Affairs has issued instructions for filing of e-Form 23AC as under; 
• The information to be provided in the eForm should be as on the date of the balance sheet. 
• After the e-Form has been filled, click the Prescrutiny button to prescrutinise the eForm. If the 

e-Form is not prescrutinised, it shall be rejected when you attempt to upload the e-Form. 
• This e-Form shall be taken on record through electronic mode without any processing at the 

Registrar of Companies office. Ensure that all particulars in the eForm are correct as per the 
balance sheet to be attached. There is no provision for resubmission of this e-Form. 

• Balance sheet and other documents attached with the e-Form shall be a copy of balance sheet 
authenticated as per the provisions of the Companies Act, 1956. You are required to convert the 
soft copy of the balance sheet into PDF format and attach with the e-Form. Do Not scan the 
physical signed copy of balance sheet and other documents for attaching with the e-Form. 

• No attachment can be submitted through the addendum service in respect of this e-Form.  



 
 

S No. Detailed Instructions  
Note: Instructions are not provided for the fields, which are self explanatory.  
Refer the relevant provisions and rules made there under with respect to the matter dealt in this e-Form. 
Enter the Authorised capital as on the date of filing of the e-Form, in case of a company with share 
capital (This shall be used for calculation of filing fees of the e-Form) 
Enter the Number of Members as on the date of filing of the e-Form, in case of a company without share 
capital (This shall be used for calculation of filing fees of the e-Form) 
Part A  
1  (a)  Enter the Corporate Identity Number (CIN) of the company. 

• You can find the CIN by entering the existing registration number of the company in 
the 'Find CIN/GLN' service at the portal (www.mca.gov.in)  

2  (a), 
(b)  

Click the "Pre-fill" button. 
The system will automatically display the name and registered office address of the 
company.  

3  In case of a foreign holding company, enter the name and country of origin of the holding 
company. 
In case of an Indian holding company, enter the CIN of the holding company and click the 
pre-fill button. The system will automatically display the name of the holding company.  

4  Enter the number of the subsidiary company. 
In case of a foreign subsidiary company, enter the name and country of origin of the 
subsidiary company 
In case of an Indian subsidiary company, enter the CIN of the subsidiary company and click 
the Prefill button. The system will automatically display the name of the subsidiary 
company. 
You can enter details of a maximum of 10 subsidiary company(s) in the e-Form and rest, if 
any, can be provided as an optional attachment to the e-Form. 

6  Enter the number of auditor(s) of the company 
Enter the details of auditor(s) who is signing the balance sheet, or, Enter the details of 
auditor's firm(s) if the concerned auditor is associated with a firm. 
You can enter details of a maximum of 2 Auditor(s) in the e-Form and rest, if any, can be 
provided as an optional attachment to the e-Form.  

Part B  
Details of application and mobilization of fund is not required, if Schedule VI is not applicable to the 
company.  
If any item of balance sheet does not cover in the heads mentioned in e-Form, those items can be written 
in Others field, mentioning the nature of item and the amount.  
II Financial Parameter  
1 to 13  The figures should be as per the latest annual accounts of the company, attached with 

the e-Form.  
4  If any shares have been bought back by the company during the financial year to which 

the balance sheet relates, enter the number of shares bought back by the company 
during the year.  

6  Enter the amount of the deposits, which have matured and have not been paid by the 
company.  

7  Enter the amount of the deposits, which have matured and have not been claimed by 
the depositor.  



 
 

12  Enter the value of any capital item as on the date of balance sheet for transaction with 
related parties as per AS-18.  

13  Enter the amount for any capital subsidies or grants received by the company.  
Attachments  • Copy of balance sheet, and all documents required by the Companies Act, 1956 to 

be annexed to such a balance sheet 
• In case the balance sheet has not been adopted in the annual general meeting, 

attach a copy of statement of fact and reason for the same. 
• In case AGM has not been held by the company, attach a copy of statement of fact 

and reason for the same. 
• Any other information can be provided as an optional attachment.  

Verification  Enter the date of board resolution authorising the signatory to sign and submit the e-
Form.  

Digital  
signature  

The e-Form should be digitally signed by the managing director, director, manager or 
secretary of the company duly authorised by the board of directors.  

Designation  Select the designation of the person digitally signing the e-Form. 
Enter the DIN in case the person digitally signing the e-Form is a director or 
managing director 
Enter the membership number in case the person digitally signing the e-Form is a 
secretary (if available) 

Pre-scrutiny  After the check form is successful and required documents have been attached,
pre-scrutinise the e-Form. This is a mandatory step.  

45.2 Guidelines for attachments 
45.2.1 Conversion of Document into PDF 

 1. PDF conversion utility takes any file – MS word/MS excel/GIF/JPEG format and automatically 
convert it to PDF format. 

 2. Register as a 'Business User' on the MCA21 portal, using the user registration facility. 
 3. Eemail field entered at the time of registration shall be used for converted document 

delivery/communication purpose. 
 4. Save each document/attachment in PDF (Adobe Acrobat) format as one separate file. 
 5. In case of large attachments, use the option to convert the attachments into PDF format to reduce 

the size. Conversion of documents to PDF format saves lot of time and effort besides being less 
expensive. 

Steps to be followed for PDF conversion of your documents: 
• Log on to MCA21 portal as business user 
• Click the "Convert to PDF" tab under Services. 
• You shall be shown conversion upload page. 
• Select the particular file to be uploaded and click submit. The file will be accepted by MCA21 

system for conversion to PDF. 
• You will be shown the upload successful message. 
• The PDF converted file will be emailed to you later at the time of registration. 
45.2.2 Scanning the Document 
• Scan the paper attachments in black and white mode with 200 DPI resolutions. 
• Check the quality of scanned image for clarity and readability before attaching the same to the 

e-Form. 
46. Filing of profit and loss account with Registrar within 30 days from the date of general meeting 

The company is required to electronically file with the concerned Registrar of Companies with the 
Profit and loss account separately which is required by this Act to be annexed or attached to such profit and 



 

loss account as an attachment with new e-Form 23ACA prescribed within 30 days from the date on which 
the balance sheet were laid before a company at an annual general meeting. Special feature has been 
provided for filing of e-Form 23ACA, under which soft unsigned copy of the profit and loss account is 
required to be converted into the PDF files, unsigned and the director who is signing the e-Form-23ACA is 
responsible for the proper attachments and accuracy of the documents. It should be noted that the total size 
of the e-Form 23ACA should not exceeding 2.50 M.B. [Section 220(1)] (Appendix 8) 
46.1 No separate filing fee is required for filing of Form 23ACA 

There is no requirement for payment of separate filing fee for filing of profit and loss account by a 
company in e-Form 23ACA, it has been linked with the e-Form 23AC. 
46.2 Instructions for filing of e-Form 23ACA 

The Ministry of Company Affairs has issued instructions for filing of e-Form 23AC as under;  
• The information to be provided in the e-Form should pertain to the financial year. 
• After the eForm has been filled, click the Prescrutiny button to prescrutinise the e-Form. If the e-

Form is not prescrutinised, it shall be rejected when you attempt to upload the e-Form. . 
• This e-Form shall be taken on record through electronic mode without any processing at the 

Registrar of Companies office. Ensure that all particulars in the e-Form are correct as per the 
profit and loss account to be attached. There is no provision for resubmission of this e-Form. 

• Profit and loss account attached with the e-Form shall be a copy of profit and loss authenticated 
under section 215. You are required to convert the soft copy of the profit and loss account into 
PDF format and attach with the e-Form. Do not scan the physical signed copy of profit and loss 
account for attaching with the e-Form. 

• No attachment can be submitted through the addendum service in respect of this e-Form.  
S No.  Detailed Instructions  
Note: Instructions are not provided for the fields, which are self explanatory.  
Refer the relevant provisions and rules made there under with respect to the matter dealt in this e-Form. 
Enter the Authorised capital as on the date of filing of the e-Form, in case of a company with share capital 
(This shall be used for calculation of filing fees of the e-Form) 
Enter the Number of Members as on the date of filing of the e-Form, in case of a company without share 
capital (This shall be used for calculation of filing fees of the e-Form) 
Part A  
1  (a)  Enter the Corporate Identity Number (CIN) of the company. 

• You can find the CIN by entering the existing registration number of the company in the 
'Find CIN/GLN' service at the portal (www.mca.gov.in)  

2  (a), 
(b)  

Click the "Pre-fill" button. 
The system will automatically display the name and registered office address of the 
company.  

Part B  
Details of Performance of the company, is not required, if Schedule VI is not applicable to the company.  
II Financial Parameter.  
1 
to 
8  

The figures should be as per the latest profit and loss account of the company, attached with the
e-Form.  

5  Enter the Amount for any revenue subsidies or grants received by the company 
7  Enter the value of any revenue item during the financial year for transaction with 

related parties as per AS-18.  
Attachments  • Copy of Profit and loss account and other documents 

• Statement of subsidiaries as per section 212 
• Any other information can be provided as an optional attachment.  



 
 

Verification  Enter the date of board resolution authorising the signatory to sign and submit the e-
Form.  

Digital 
signature  

The e-Form should be digitally signed by the managing director, director, manager or 
secretary of the company duly authorised by the board of directors.  

Designation  Select the designation of the person digitally signing the e-Form 
Enter the DIN in case the person digitally signing the e-Form is a director or managing 
director 
Enter membership number in case the person digitally signing the e-Form is a secretary 
(if available)  

Pre-scrutiny  It is required to compulsorily pre-scrutinise the e-Form after the check form is 
successful and the attachments have been made.  

46.3 Mode to reflect the signature of documents in case of conversion of documents in PDF mode 
attachments  

There is a concern that the signatures of the Managing Director/Director/Auditor at the end of the 
Balance Sheet cannot be captured in a converted PDF document whereas this would be available in the 
scanned attachments. It is therefore suggested to simply use the acronym, “Sd/-“ above the name and 
designation of the authorized signatory and mention the date on which the physical documents have been 
signed by these persons to look like:  

Sd/-  

Managing Director  

Date:  

Sd/-  

Director  

Date:  

Sd/-  

Auditor  

Date:  

Since the e-Forms would be digitally signed and the attachments would be bound by the security of 
DSC, these attachments would be acceptable in this form. Alternatively, if they use their scanned form of 
attachments, they should ensure that the document size is within 2.5 MB limits.  

47. Balance sheet and profit and loss account has to be filed with the Registrar even when the annual 
general meeting is not held 

If an annual general meeting of a company is not held even then the balance sheet and profit and loss 
account, etc., shall be filed with the Registrar as an attachment to e-Form 23AC and 23ACA, within thirty 
days from the latest day on or before which the annual general meeting should have been held in 
accordance with the provisions of section 166. 
48. Balance sheet and profit and loss account shall be filed separately 

Letter No. 8/16(1)/6I-PR, dated 25-2-1961 provides that no separate filing fee in respect of the profit 
and loss accounts of private companies filed under section 220 need be charged, if filed at the same time as 
the balance sheet is filed. 

Vide Circular No. 15(62)-CL-VI/61, dated 29-3-1962, a private company is not required to attach to its 
profit and loss account filed with the Registrar of Companies a separate auditor's report signed by the 
auditors. The company should adopt either of the following two alternatives:— 
 (i) To attach to the profit and loss account a copy authenticated in the manner specified in section 

220(1)(a) of the auditor's report as attached to the balance sheet; or 
 (ii) to attach to the balance sheet a copy of the relevant extracts from the auditor's report pertaining to 

the balance sheet only and to attach to the profit and loss account a copy of the full auditor's report 
the copy of the auditor's report in each case to be authenticated as required under section 
220(1)(a). 

The Registrar should put to the company concerned both the alternatives and leave to it the choice of 



 

adopting either of the alternatives. While doing so, he should also explain the reasons for the advice given. 
The circular further provides that the clarification given above may be borne in mind by all the Registrars 
and in no case should they call for a separate report by the auditor on the profit and loss account of a 
private company. 
49. Non-adoption of the Balance sheet at the annual general meeting and filing of the same 

If the annual general meeting of a company before which a balance sheet is laid as aforesaid does not 
adopt the balance sheet, or is adjourned without adopting the balance sheet or, if the annual general meeting 
of a company for any year has not been held, a statement of that fact and of the reasons therefore shall be 
annexed to the balance sheet and profit and loss account required to be filed with the Registrar 
electronically in e-Form 23AC and 3-Form 23ACA— Section 220(2). 
50. If the Balance sheet is not laid before the annual general meeting but filed with the Registrar, it 
will not be taken on record 

It has been clarified by the Department that the balance sheets and profit and loss accounts which are 
not laid before an Annual General Meeting of the company but submitted to Registrar of Companies, for 
filing under section 220 of the Act would not be taken on record. The question of launching prosecution in 
such cases would be considered. [Vide Circular No. 4/74, dated 22-2-1974] 



 

51. Penalty for non-compliance of section 220 
If default is made in complying with section 220(1) and (2), the company, and every officer of the 

company who is in default, shall be punishable with fine, which may extend to five hundred rupees for 
every day during which the default continues. [Section 220(3)] 

It has been held in the case of Ravindra Narayan v Registrar of Companies (1994) 2 SCL 281 (Raj), 
that where there is a managing director of company, other directors cannot be held to be falling within the 
expression 'officer who is in default' in section 5 and cannot be held liable for default in complying with 
requirements of sub-sections (1) and (2) of section 220. 

Where directors failed to file balance sheet and profit and loss accounts despite notice, it was decided 
that any director of the company who is knowingly guilty of the default would be an 'officer in default' 
under section 5 read with section 2(30). [Bachrenj Baid v State of West Bengal Case No. 809 (Kol) 92]. 

In the case of Alim Ahuja and Another v Registrar of Companies (2006) 129 Comp Cas 104 (Raj), the 
Registrar of Companies sent notices to the directors calling upon them to show cause as to why action 
should not be taken for their prosecution for contravention of section 159/160/162/220 and as to why they 
should not be prosecuted under Section 210(5) of the Act, for the default in complying with section 210(3) 
of the Act. On receipt of these notices, the petitioners filed application to High Court for grant of relief 
under section 633 of the Act instead of showing cause to the ROC praying that they were not active 
directors of the company and are being not connected with the management of the company. 

The Court held that that the plaintiffs have voluntarily continued as directors of the company. The 
Board of Directors has never resolved to exempt them from their responsibility and duty as directors to 
comply with the provisions of the Act. It is hardly of any substance that petitioners are senior citizens. They 
had accepted the directorship voluntarily and presumed to have known of their responsibility, obligation, 
liability and duty under the Act. 

It was further held that rather than approach to this Court at this stage they should have placed their 
cases for consideration before the respondent but that has not been done. That apart the notices have been 
given only for launching the prosecution against the petitioners and in their prosecution they can take all 
these defences and where they are able to prove the same the Court may not punish them for violation of 
provisions of the Act. 
52. Default in filing Balance sheet and profit and loss account is a compoundable offence 

Default of section 220 of the Act is compoundable under section 621A of the Act. But first the default 
should be made good and only then application for compounding of offence under section 621A will be 
maintainable. [General Produce Company Ltd. (1994) 4 Comp LJ 99 (CLB)] 
53. Reopening/revision of annual accounts after their adoption in the annual general meeting 

The Department of Companies Affairs has issued a Circular No. 1/2003 dated 13th Jan., 2003 which 
states that:— 
 1. In partial modification of earlier view on re-opening/revision of annual accounts, this Department 

had clarified in 1987 that a company could reopen and revise its accounts even after their adoption 
in the annual general meeting in order to comply with technical requirements of taxation laws and 
further adopt the revised annual accounts in the subsequent annual general meeting and file with 
the Registrar of Companies. 

 2. Recently it has come to notice of the department that insurance companies, pursuant to directions 
for revision of accounts by Insurance Regulatory and Development Authority (IRDA) are required 
to reopen their accounts. 

 3. It is hereby clarified that a company could reopen and revise its accounts even after their adoption 
in the annual general meeting and filing with the Registrar of Companies in order to comply with 
technical requirements of any other law to achieve the object of exhibiting true and fair view. The 
revised annual accounts would be required to be adopted either in the extraordinary general 
meeting or in the subsequent annual general meeting and filed with the Registrar of Companies. 

 



 

Appendix 1 
Specimen of e-Form 23AA 

Notice of address at which books of account are maintained 
[Pursuant to section 209(1) of the Companies Act, 1956] 

Note: All fields marked in * are to be mandatorily filled. 

1. (a) *Corporate identity number (CIN) of company  xxxxxxxxxxxxxxxxxxxx   
 (b) Global location number (GLN) of company     
2. (a) Name of company  ABC CONSULTANTS 

LIMITED   
 (b) Address of the registered office of the company 406, 4TH FLOOR, SILVER ARK 

PLAZA, 20A, NEW PALASIYA 
 

 3. *Date of board resolution wherein a decision regarding address at which books of account are to be 
maintained has been taken 30/12/2006 (DD/MM/YYYY) 

 4. Address at which the books of account are to be maintained 
 (a) *Address Line I 204, BIJALI NAGAR 
    
  Line II BICHOLI HAPSI ROAD 

 

 (b) *City INDORE     
 (c) *State MADHYA PRADESH 

 

 (d) Country IN     
 (e) *Pin code 452001 

5. Details pertaining to police station under whose jurisdiction the place of the address at which the books 
of account are to be maintained falls 

 (a) *Police station name KHAJARANA     
 (b) *Address Line I KHAJARANA ROAD 
    
  Line II  

 

 (c) *City INDORE     
 (d) *State MADHYA PRADESH 

 

 (e) Country IN     
 (f) *Pin code 452001 

Attachments   
1. Copy of Board resolution Attach 
2. Optional attachment(s) – if any  

 

Declaration 
To the best of my knowledge and belief, the information given in this form and its attachments is 

correct and complete. 
I have been authorised by the Board of directors' resolution dated * 30/12/2006  
(DD/MM/YYYY) to sign and submit this form. 
To be digitally signed by 

Managing director or director or manager or secretary of the company ABHA JAISWAL 
 



 

For office use only 
This e-Form is hereby registered 

Digital signature of the authorising officer   
Annexure 1 to Appendix1 

Specimen of the Board Resolution 
RESOLVED THAT the Books of accounts of the company as prescribed under section 209 of the 

Companies Act, 1956 be kept at 204, Bijali Nagar, Bicholi Hapsi Road, Indore (M.P.) w.e.f. 1st April, 2006 
and Ms. Abha Jaiswal, Company Secretary of the Company be and is hereby authorised to submit e-Form 
23AA with the MCA/Registrar of companies. 

 
Appendix 2 

Specimen of resolution for disposal of books of accounts 
RESOLVED THAT all books of accounts, vouchers, documents and records for the years upto and 
inclusive the year ..... as per list tabled before the Board and initialled by the Chairman for purposes of 
identification and being more than 8 years old be destroyed. 
Alternate Resolution 
RESOLVED THAT all books, documents and records consisting of books of account for the year 
............ and earlier and records and vouchers relating thereto be microfilmed, that such microfilm 
record be certified by X & Co, Auditors of the company and stored and that the said original books, 
documents and records be then destroyed. 

 
Appendix 3 

Specimen of e-Form 61 
Form for filing an application with Registrar of Companies 

[Pursuant to sections 166, 210, 394, 560, 621A of the Companies Act, 1956] 
Note: All fields marked in * are to be mandatorily filled. 

1. (a)*Corporate identity number (CIN) of company  xxxxxxxxxxxxxxxxxx   
 (b) Global location number (GLN) of company     
2. (a) Name of the company  ABC INDUSTRIES LIMITED   
 (b) Address of the registered office of the company 4TH FLOOR, SILVER ARK 

PLAZA, 
20A, NEW PALASIYA INDORE 
(M.P.) 452001 

 

 3. *Application filed for 
  Compounding of offences 
  Extension of period of annual general meeting by three months under section 166(1) 
  Exemption from holding annual general meeting at the registered office under section 166(2) 
  Extending the period of annual accounts upto eighteen months under section 210(4) 
  Declaring a defunct company under section 560 
  Amalgamation 
  Others 



 

4. If others, then specify   
5. Whether application for compounding offence is filed by 
  Company  Director  Manager or secretary  Other 
6 Director identification number (DIN) or income-tax permanent account number (PAN) 

  
7. Name of the applicant   
8. (a) Service request number of Form 23   
 (b) Date of passing special or ordinary resolution (DD/MM/YYYY) 
 (c) Date of filing Form 23   (DD/MM/YYYY) 
9. *Details of application 

Approval for extension of the accounting year upto 18 months i.e. 30th September, 2006 
under section 210(4). 

Attachments 
1. Board resolution. Attach  
2. Scheme of amalgamation Attach  
3. *Detailed application. Attach  
4. Optional attachment(s), if any. Attach  

Declaration 
To the best of my knowledge and belief, the information given in this application and its attachments is 

correct and complete. I have been authorised by the Board of directors' resolution dated 28/02/2006
  (DD/MM/YYYY) to sign and submit this application. 
To be digitally signed by 

Managing director or director or manager or secretary of the company ISHAN JAIN 
 

For office use only 
Digital signature of the authorising officer 
This e-Form is hereby approved   
This e-Form is hereby rejected   
 

Annexure 1 to Appendix 3 
Specimen of Board Resolution for Extension of Financial Year 

RESOLVED THAT subject to the special permission of the Registrar of Companies, Income Tax 
authorities and such other approvals and sanctions as may required in this regard, an application under 
section 210(4) of the Companies Act, 1956 be submitted to the Registrar of Companies for extension 
of financial year and for preparation of accounts covering a period of 18 months i.e. from 1st April, 
2005 to 30th September, 2006 and Shri Ishan Jain, Director of the Company be and is hereby 
authorised to comply with all other formalities in this regard. 
RESOLVED FURTHER THAT the subsequent financial years of the company be commencing from 
1st October, 2006 and ending on 30th September, 2007. 
RESOLVED FURTHER THAT an application in the e-Form 61 be made under section 210(4) of the 
Companies Act, 1956 for obtaining the permission for extension of accounting year. 



 

Appendix 4 
Specimen of e-Form 23AAA 

Application to Central Government for modification in the matter to be stated in the Company's 
balance sheet or profit and loss account 

[Pursuant to section 211(4) of the Companies Act, 1956] 
Note.—All fields marked in * are to be mandatorily filled. 

1. (a) *Corporate identity number (CIN) of company  XXXXXXXXXXXX   
 (b) Global location number (GLN) of company     
2. (a) Name of the company  CROWN HOTELS LIMITED   

 

 (b) Address of the registered office of the company 2A, KANCHAN BAGH, INDORE 
(M.P.) 452001 

, 

3. (a) *Turnover of company (in Rs)  3,50,00,000 
 (b) *Whether the company is a hotel company   Yes  No 

If yes 
 (i) Percentage of income from food 60  

 (ii) Percentage of income from beverage 20  

 4. *Financial year for which exemption is sought for  
From 01/04/2005  To 31/03/2006  

 (DD/MM/YYYY) (DD/MM/YYYY) 

5. * Whether latest account have been adopted by members or not  Yes  No 
6. * Nature of business 
  Manufacturing  Trading  Export Oriented  Service Company 
7. * Specific paras of Part II of Schedule VI to the Companies Act, 1956 from which exemption has been 

sought for along with precise justification for each exemption 
3(d) Since the company has to offer huge discount to reputed corporate clients and marriage 
booking, and the same is not usual in the ordinary course of business, and as per the policy of 
the hotel industry, it is not convenient to disclose the same. 

8. *Is this the first application  Yes  No 
 If yes, state precise reasons as to how the company has been complying in the past 

As the company has increased the capacity of hotel rooms, and now it is required to provide heavy 
discount to selected customers. Previously the company was not offering such discounts. 

9. *Whether the company is producing or supplying defense equipments 

  Yes  No 

 If yes, the recommendation of the Ministry of Defense or the concerned Defense department 
confirming that all the products manufactured by the company are for defense purpose and disclosures 
of the quantitative details in the published accounts would not be in national interest (for company's 
producing or supplying defence equipments) 

10. *Whether the company is maintaining proper purchase, sale and stock register so as to furnish the true 
and fair view of its state of affairs in compliance with section 209 or section 211 with Schedule VI to 
the Companies Act, 1956  Yes  No 

√

 

√

 



 

If no, why 
 
 

 
11 *Whether details for which exemption is being asked for, have been given by the company in the tax 

audit reports under the Income-tax Rules 1962  Yes  No 
If no, why 

 
 

 
12 In case your company is Hotel Company, please specify the number of hotels or restaurants or bars 

being operated or run by the company along with the addresses. Also mention the number of rooms or 
restaurants or bars in each hotel. 
The Company is having three Hotels having rank of Five Star Hotels with Bar, Restaurant, Gym, 
Club, etc. Details of the same are as under: 
 1. Crown Hotel, Kanchan Bagh, Indore 250 Rooms 
 2. Crown Hotel, Nariman Point, Mumbai, 120 Rooms 
 3. Crown Hotel, Paharganj New Delhi, 260 Rooms 

Attachments 
1. *Copy of Board resolution for exemption sought (including the specific 

para and financial year) 
Attach  

2. Recommendation of the Ministry of Defence or concerned Defence 
department or concerned administrative ministry 

Attach  

3. Optional attachment(s) – if any Attach  
Declaration 

To the best of my knowledge and belief, the information given in this form and its attachments is 
correct and complete. 
I have been authorised by the Board of directors' resolution dated *  28/02/2006 
(DD/MM/YYYY) to sign and submit this form. 
To be digitally signed by 
Managing director or director or manager or secretary of the company DEEPTI KHANDELWAL 

For office use only 
Digital signature of the authorizing officer 
This e-Form is hereby approved   

This e-Form is hereby rejected   

Annexure 1 to Appendix 4 
Specimen of Board resolution for approval of form of accounts other than the Schedule VI 

RESOLVED THAT in accordance with the provisions of section 211(4) of the Companies Act and 
subject to the approval of the Central Government, the Company do adopt and prepare the Balance 
Sheet and Profit and Loss Account in the form submitted to this meeting and initialled by the 
Chairman for the purpose of identification. 
RESOLVED FURTHER THAT Ms. Deepti Khandelwal, Company Secretary be and is hereby 
authorised to submit the application to Central Government and to do all such acts, deeds and things as 
may be required to be done for giving effect to this resolution. 



 

Appendix 5 
Text of Guidelines issued by the Ministry of Company Affairs u/s 211 & 212 

I. For filing application under section 211 to the Central Government 
Applications seeking exemption under section 211 of the Companies Act should be accompanied by: 

 (i) Specific Board resolution in support of the proposal indicating specific paras of Part II of Schedule 
VI and the financial year in respect of which exemption is sought. 

 (ii) Copies of approvals under section 211 obtained, if any, during the last three financial years. 
The following information should invariably be furnished with the application in the fields forming 

part of the e-Form 
 (i) The financial year for which exemption is sought. 
 (ii) Precise reasons/justification for seeking exemption. 
 (iii) If the company had been complying with the requirements in the past, reasons as to how the 

company has been complying in the past. 
 (iv) It should be indicated as to whether the company is maintaining proper purchase/sales/stock 

registers so as to furnish true and fair view of its state of affairs in compliance of sections 209/211 
read with Schedule VI to the Act. 

 (v) Details of total turnover and exports made by the company during the financial year in respect of 
which exemption is sought. 

The companies may have to furnish any other additional information as may be asked for by the 
Department. 
II. For filing application under section 212 to the Central Government 

Applications seeking exemption under section 212 of the Companies Act should be accompanied by: 
 (i) Specific Board resolution in support of the proposal mentioning inter-alia the names of 

subsidiaries and their financial year in reference. 
 (ii) Copies of approvals under Section 212 obtained, if any, during the last three financial years. 

The following information should invariably be furnished with the application in the fields forming 
part of the e-Form: 
 (i) The financial year for which exemption is sought. This year should also be the year mentioned in 

the accompanying Board resolution. 
 (ii) Precise reasons/justification for seeking exemption. 
 (iii) Names of subsidiaries in respect of which exemption is sought. 
 (iv) Dates on which the companies became subsidiaries of the applicant company. 
 (v) The financial years of the holding and subsidiary companies under reference. 

The companies may have to furnish any other additional information as may be asked for by the 
Department. 

 
Appendix 6 

Specimen of e-Form 23AAB 
Application for exemption from attaching the annual accounts 

of the subsidiary companies 
[Pursuant to section 212(8) of the companies Act, 1956] 

Note: All fields marked in * are to be mandatorily filled. 

1. (a)*Corporate identity number (CIN) of company  xxxxxxxxxxxxx   
 (b) Global location number (GLN) of company     
2. (a) Name of company  DEEPAK COLONISERS LIMITED   



 

 (b) Address of the registered office of the company  PU4, SCHEME NO. 54, VIJAYA 
NAGAR, 
INDORE (MP) 

3. *Whether the company is listed or not  Yes  No 

4. Financial year of holding company 

 (a) *From 01/04/2005  (DD/MM/YY) (b)* To 31/03/2006 (DD/MM/YY) 

5.1 (a) CIN of subsidiary company XXXXXXXXXXXXX     
 (b) GLN of subsidiary company    
 (c) Name of subsidiary company MANGAL BUILDCON LTD 
  
Financial year of subsidiary company (d)* From 01/04/2005 (DD/MM/YY) 
   
  (e).* To 31/03/2006 (DD/MM/YYYY) 
   
 (f) *Date of becoming subsidiary to the applicant 31/10/2005 (DD/MM/YYYY) 
   
 (g) * Country of incorporation IN  

 

5.2 (a) CIN of subsidiary company XXXXXXXXXXXXXXXXXX     
 (b) GLN of subsidiary company    
 (c) Name of subsidiary company MANGAL PARK LTD 
  
Financial year of subsidiary company (d)* From 01/04/2005 (DD/MM/YY)    
  (e).* To 31/03/2006 (DD/MM/YYYY) 
   
 (f) *Date of becoming subsidiary to the applicant 31/10/2005 (DD/MM/YYYY) 
   
 (g) * Country of incorporation IN  

 

5.3 (a) CIN of subsidiary company XXXXXXXXXXXX     
 (b) GLN of subsidiary company    
 (c) Name of subsidiary company MANGAL RESORTS LTD 
  
Financial year of subsidiary company (d) *From 01/04/2005 (DD/MM/YY)    
  (e) *To 31/03/2006 (DD/MM/YYYY) 
 (f) *Date of becoming subsidiary to the applicant 31/10/2005 (DD/MM/YYYY) 
   
 (g) * Country of incorporation IN  

 

5.4 (a) CIN of subsidiary company XXXXXXXXXXXX     
 (b) GLN of subsidiary company    
 (c) Name of subsidiary company CITY SQUARE LIMITED 
  
Financial year of subsidiary company (d)* From 01/04/2005 (DD/MM/YY)    
  (e).* To 31/03/2006 (DD/MM/YYYY) 
   
 (f) *Date of becoming subsidiary to the applicant 31/10/2005 (DD/MM/YYYY) 
   
 (g) * Country of incorporation IN  

 

5.5 (a) CIN of subsidiary company XXXXXXXXXXXX     
 (b) GLN of subsidiary company  



 
 

 (c) Name of subsidiary company CITY HOME LIMITED 
  
Financial year of subsidiary company (d)* From 01/04/2005 (DD/MM/YY)    
  (e).* To 31/03/2006 (DD/MM/YYYY) 
   
 (f) *Date of becoming subsidiary to the applicant 31/10/2005 (DD/MM/YYYY) 
   
 (g) * Country of incorporation IN  

Companies for which exemption is sought 
6.1 (a) CIN of subsidiary company XXXXXXXXXXXXX     
 (b) GLN of subsidiary company    
 (c) Name of subsidiary company MANGAL BUILDCON LIMITED 
  
 (d) *Nature of all exemptions sought 01/04/2005 (DD/MM/YY)    
 From attaching the balance sheet, profit and loss account and the directors and the 

auditors report thereon. 
 

 

6.2 (a) CIN of subsidiary company XXXXXXXXXXXXX     
 (b) GLN of subsidiary company    
 (c) Name of subsidiary company MANGAL PARK LIMITED 
  
 (d) *Nature of all exemptions sought 01/04/2005 (DD/MM/YY)    
 From attaching the balance sheet, profit and loss account and the directors and the 

auditors report thereon. 
 

 

6.3 (a) CIN of subsidiary company XXXXXXXXXXXXX     
 (b) GLN of subsidiary company    
 (c) Name of subsidiary company MANGAL RESORTS LIMITED   
 (d) *Nature of all exemptions sought 01/04/2005 (DD/MM/YY)    
 From attaching the balance sheet, profit and loss account and the directors and 

the auditors report thereon. 
 

 

7. *Year for which exemption is sought (a)* From 01/04/2005 (DD/MM/YYYY)    
  (b).* To 31/03/2006 (DD/MM/YYYY) 

8. * Detailed reasons and justification for exemption sought with respect to subsidiaries along with 
documentary proof 

All the above said companies are closely held companies and having common shareholders. 
Further that there is no involvement of general public as well as there is no borrowings of the 
banks and financial institutions. The company proposes to give consolidated financial results for 
the subsidiary companies, duly audited by the auditors of the company. Therefore, if exemption 
is granted it will reduce the paper work of the company. 

9. (a) *Whether the company sought any exemption under this section during the previous years of any 
subsidiary Yes  No 

 (b) If yes, give the details of exemption and a copy of each approval thereof 
10. *Whether the latest accounts have been adopted by the members  Yes  No 
11. *Whether the company intends to attach audited consolidated accounts of the subsidiaries 
  Yes  No 

 

 



 

12. *Whether the subsidiary or holding company are adopting different accounting practice 
 Yes  No  

Attachments  
1. *Specific Board resolution in support of the proposal mentioning the 

names of subsidiaries and their financial year under reference. 
Attach  

2. Documentary proof if the subsidiary and holding company are holding 
different accounting years due to requirements under law of country of 
incorporation. 

Attach  

3. Documentary proof of company under lockout or pending court case or 
non-finalization of accounts. 

Attach  

4. Optional attachment(s) –if any. Attach  
Declaration 
To the best of my knowledge and belief, the information given in this application and its attachments is 
correct and complete. 
I have been authorised by the Board of directors' resolution dated * 28/02/2006  
(DD/MM/YYYY) to sign and submit this application 
To be digitally signed by 

Managing director or director or manager or secretary of the company Ramesh Mangal  
 

For office use only 
Digital signature of the authorizing officer 
This e-Form is hereby approved   
This e-Form is hereby rejected    

 
Appendix 7 

Specimen for e-FORM 23AC 
Form for filing balance sheet and other documents with the Registrar 

[Pursuant to section 220 of theCompanies Act, 1956] 
Note.—All fields marked in * are to be mandatorily filled. 
Authorised capital of the company(in Rs.) 2500000  Number of members of the company   
Part A 
I. General information of the company 
1. (a). *Corporate identity number (CIN) of company U25202MP1991PTC006609  
 

 (b) Global location number (GLN) of company    
 

2. (a).Name of the company  SWADHYAYA PRINTERS PVT. LTD.  
 

 (b) Address of the registered office of the company 406, SILVER ARK PLAZA, 20/1, NEW 
PALASIYA, INDORE (M.P.) INDIA 452001 

 

 (c) *e-mail ID swdayaya@dataone.in 
 

3. (a)*Whether the company is a subsidiary company as defined under section 4  Yes √ No 
 

 (b) CIN of the holding company, if applicable  
 

 (c). Name of the holding company  
 

 (d) Section under which the company has become a subsidiary  
 

4. (a) *Whether the company has a subsidiary company as defined under section 4   Yes √ No 
 

 

mailto:swdayaya@dataone.in


 
 

 (b) If Yes, then indicate number of subsidiary company(s)  
 
 

CIN of subsidiary company   
 

Name of the subsidiary company   
Section under which the company has become a subsidiary   
 

Whether particulars of subsidiary company has been attached in 
pursuance of section 212(1) of the Companies Act, 1956  

 Yes  No  Not 
applicable 

 
 

CIN of subsidiary company   
 

Name of the subsidiary company   
Section under which the company has become a subsidiary   
 

Whether particulars of subsidiary company has been attached in 
pursuance of section 212(1) of the Companies Act, 1956  

 Yes  No  Not 
applicable 

 
 

CIN of subsidiary company   
 

Name of the subsidiary company   
Section under which the company has become a subsidiary   
 

Whether particulars of subsidiary company has been attached in 
pursuance of section 212(1) of the Companies Act, 1956  

 Yes  No  Not 
applicable 

 
 

CIN of subsidiary company   
 

Name of the subsidiary company   
Section under which the company has become a subsidiary   
 

Whether particulars of subsidiary company has been attached in 
pursuance of section 212(1) of the Companies Act, 1956  

 Yes  No  Not 
applicable 

 
 

CIN of subsidiary company   
 

Name of the subsidiary company   
Section under which the company has become a subsidiary   
 

Whether particulars of subsidiary company has been attached in 
pursuance of section 212(1) of the Companies Act, 1956  

 Yes  No  Not 
applicable 

 
 

CIN of subsidiary company   
 

Name of the subsidiary company   
Section under which the company has become a subsidiary   
 

Whether particulars of subsidiary company has been attached in 
pursuance of section 212(1) of the Companies Act, 1956  

 Yes  No  Not 
applicable 

 
 

CIN of subsidiary company   
 

Name of the subsidiary company   
Section under which the company has become a subsidiary   
 

Whether particulars of subsidiary company has been attached in 
pursuance of section 212(1) of the Companies Act, 1956  

 Yes  No  Not 
applicable 

 



 
 
 

CIN of subsidiary company   
 

Name of the subsidiary company   
Section under which the company has become a subsidiary   
 

Whether particulars of subsidiary company has been attached in 
pursuance of section 212(1) of the Companies Act, 1956  

 Yes  No  Not 
applicable 

 
 

CIN of subsidiary company   
 

Name of the subsidiary company   
Section under which the company has become a subsidiary   
 

Whether particulars of subsidiary company has been attached in 
pursuance of section 212(1) of the Companies Act, 1956  

 Yes  No  Not 
applicable 

 
 

CIN of subsidiary company   
 

Name of the subsidiary company   
Section under which the company has become a subsidiary   
 

Whether particulars of subsidiary company has been attached in 
pursuance of section 212(1) of the Companies Act, 1956  

 Yes  No  Not 
applicable 

 

5. (a) *Date of balance sheet as at  31-03-2006)   (DD/MM/YYYY) 
 

 (b) *Whether the annual accounts have been audited  √ Yes  No 
 

 (c) *Whether annual general meeting (AGM) held  √ Yes  No 
 

 (d) If yes, date of AGM  30-09-2006)   (DD/MM/YYYY) 
 

 (e) * Due date of AGM 30-09-2006)   (DD/MM/YYYY) 
 

 (f) *Whether any extension for financial year or AGM granted  Yes √ No 
 

 (g) If yes, due date of AGM after grant of extension  30-09-2006)   (DD/MM/YYYY) 
 

6. *Number of auditors  1 
 

 (I) (a)*Income-tax permanent account number (PAN) of auditor or auditor's firm  AABFB6351X 
 

 (b) *Name of the auditor or auditor's firm  Bhokrar and Kulkarni  
 

 (c) *Membership number of auditor or auditor's firm's registration number 72595 
 

 (d) *Address of the auditor or auditor's firm Line I 216, Ashram Complex, Behind 56 Shops 
 

  Line II 584, M.G.Road 
 

*City Indore * State Madhya Pradesh-MP 
 

*ISO Country code IN Pin code 452001 
 

 (II) (a)Income-tax permanent account number (PAN) of auditor or auditor's firm   
 

 (b) Name of the auditor or auditor's firm   
 

 (c) Membership number of auditor or auditor's firm's registration number  
 

 (d) Address of the auditor or auditor's firm Line I  
 

  Line II  



 
 

City  State  
 

*ISO Country code IN Pin code 452001 
 

7. *Whether schedule VI of the Companies Act, 1956 is applicable  √ Yes  No 
Part B 
I. Particulars of mobilisation and deployment of funds 

Particulars 
 

Figures for the period 
(Current financial year) 

(Amount in rupees thousands) 
31/03/2006 (DD/MM/YYYY) 

Figures for the period 
(Previous financial year) 

(Amount in rupees thousands) 
31/03/2005 (DD/MM/YYYY) 

1 2 3 
Sources of funds   
Paid-up capital 2500.00 2500 
Share application money (pending 
allotment) 

  

Reserves and surplus 1251.58 578.63 
Secured loans 5405.97 5462.62 
Unsecured loans 7,192.41 7,024.31 
Deferred tax liabilities (Net) 951.54 633.22 
Other (Please specify) 
  

  

TOTAL 17,301.70 16,258.78 
Application of funds   
Gross fixed assets 8,435.32 8,365.60 
Less: Depreciation and amortisation 3,718.47 3,345.02 
Net fixed assets 4,716.85 5,020.58 
Capital work-in-progress   
Investments   
Current assets, loans and advances   
(a) Inventories 5,385.52 5,986.77 
(b) Sundry debtors 8,857.68 7,115.87 
(c) Cash and bank balances 17.36 162.43 
(d) Other current assets   
(e) Loans and advances 450.81 1186.64 
Less: Current liabilities and 
provision 

  

(a) Liabilities 1,946.77 3,103.51 
(b) Provisions 179.75 110.00 
Net current assets 12,584.85 11,238.20 
Miscellaneous expenditure to the 
extent not written off or adjusted 

  

Profit and loss account   
Other (Please specify)   
TOTAL 17,301.70 16,258.78 

 



 

II. Financial parameters - Balance sheet items (Amount in Rs. thousands)- as on balance sheet date 

1. Share application money received  
 

2. Share application money given   
 

3. Paid-up capital held by foreign company pre cent   per cent 
 

4. Number of shares bought back (During the financial year)  
 

5. Public deposits received  
 

6. Deposits matured, but not paid  
 

7. Deposits matured and claimed, but not paid  
 

8. Unpaid dividend   
 

9. Investment in subsidiary companies  
 

10. Investment in government companies  
 

11. Capital reserve   
 

12. Gross value of transaction as per AS-18 if applicable  
 

13. Capital Subsidies or grant received from government authority(s)   
 

III. Share capital raised during the current financial year (Amount in Rs. thousands) 

 Equity shares Preference shares Total 
Public issue  0 0 0 
Bonus issue 0 0 0 
Rights issue 0 0 0 
Private placement 0 0 0 
Preferential allotment 0 0 0 
Total amount of capital raised during 
the current year 

0 0 0 

IV. Details of qualification(s), reservation(s) or adverse remark(s) made by auditors 
1. *Whether auditors' report has been qualified or has any reservations or contains 

adverse remarks 
√ Yes  No 

2. (a) Auditor's qualification(s),reservation(s) or adverse remark(s) in the auditors' report 

 
(b) Director's comments on qualification(s), reservation(s) or adverse remark(s) of the auditors as per 

board's report 
 

Attachments 
1. *Copy of balance sheet duly authenticated as per section 215  Attach 
 and other documents (in pdf converted format) 

 2. Statement of subsidiaries as per section 212 Attach 
 



 
 

 3. Statement of the fact and reasons for not adopting balance Attach 
 sheet in the annual general meeting (AGM) 

4. Statement of the fact and reasons for not holding the AGM  Attach 
 

5. Approval letter for extension of financial year or annual general meeting Attach 
 

6. Optional attachment(s) - if any  Attach 
 

 List of attachments 
   
 
 
 

 Remove of attachments 
Verification 
I confirm that all the particulars mentioned above are as per the attached balance sheet and other related 
documents, all of which are duly signed and authenticated as required under the Companies Act, 1956. 
To the best of my knowledge and belief, the information given in the form and its attachments is correct 
and complete. 

I have been authorised by the board of directors' resolution dated *    (DD/MM/YYYY) 
to sign and submit this form. 
 

To be digitally signed by 
Managing director or director or manager or secretary of the company 
 
 
*Designation 
 
Director identification number of the director or  
membership number of the secretary 
 
       

 

This eForm has been taken on file maintained by the registrar of companies through electronic mode 
and on the basis of statement of correctness given by the filling company 

 
Appendix 8 

Specimen of E-Form 23ACA 
Form for filing Profit and Loss account and other documents with the Registrar 

[Pursuant to section 220 of the Companies Act, 1956] 
 

Note .—All fields marked in * are to be mandatorily filled. 
 
Authorised capital of the company(in Rs.) Number of members of 
 
Part A 
I. General information of the company 
1. (a) *Corporate identity number (CIN) of company 
 
(b) Global location number (GLN) of company 

31/07/2006 

KISHORE VAIDYA 

Managing Director 

00064762 

2,500,000  

U25202MP1991PTC006609 

 



 

 
2. (a)Name of the company 

 
(b) Address of the registered office 
of the company  
 
3. (a) *Date of balance sheet as at (DD/MM/YYYY) 
 
 (b) *Whether the annual accounts have been audited 
 
4. *Whether schedule VI of the Companies Act, 1956 is applicable 
Part B I. Performance of the company 

Particulars 
 

Figures for the period 
(Current financial year) 

(Amount in rupees 
thousands) *From 

01/04/2005 
(DD/MM/YYYY) 
*To 31/03/2006 

(DD/MM/YYYY) 

Figures for the period 
(Previous financial year) 

(Amount in rupees 
thousands) 

From 01/04/2004 
(DD/MM/YYYY) 

To 31/03/2005 
(DD/MM/YYYY) 

Domestic turnover   
(i) Sale of goods manufactured 29,936.08 26,951.63 
(ii) Sale of goods traded   
(iii) Sale or supply of services   
Export turnover   
(i) Sale of goods manufactured   
(ii) Sale of goods traded   
(iii) Sale or supply of services   
Other income 17.69 11.19 
Total income 29,953.77 26,962.82 
Raw material consumed (see note 1) 19,542.47 18,674.41 
Purchases made for re-sale (see note 2)   
Consumption of stores and spare parts (see note 3)   
Increase or decrease in finished goods, work-in-
progress 

246.68 406.85 

Salaries, wages and bonus 1,019.29 958.65 
Managerial remuneration 218.40 218.40 
Payment to auditors 16.84 8.82 
Interest  1232.12 952.55 
Insurance expenses 32.77 31.02 
power and fuel 788.65 722.82 
Depreciation and amortization 373.44 359.86 
Other expenditure 5,461.89 4,084.09 
Total expenditure 29,932.55 26,417.47 
Net Profit or Net Loss (before tax & appropriation) 1,021.22 545.35 
Income tax including deferred tax 348.27 318.28 

SWADHYAYA PRINTERS PVT. LTD. 
406, SILVER ARK PLAZA, 
20/1, NEW PALASIYA, INDORE (M.P.) INDIA 452001 
 

31/03/2006 

√ Yes  No 

√ Yes  No 



 

Note 1: Raw material consumed is to be given as per following calculation - Opening stock of raw 
materials + purchases of raw materials - closing stock of raw materials 

Note 2: Purchases made for re-sale is to be given as per following calculation - Opening stock of goods 
traded + purchases of goods traded - closing stock of goods traded 

Note 3: Consumption of stores and spare parts to be given as per following calculation - Opening stock of 
stores and spares + purchases of stores and spares - closing stock of store and spares 

II. Financial parameters - Profit and loss account items (Amount in Rs. thousands) 
 
1. Proposed Dividend paid per cent 
 
 
2. Earning per share (in Rs.) Basic 
 
 Diluated 
 
 
3. Income in foreign currency 
 
4. Expenditure in foreign currency 
 
 
5. Revenue Subsidies or grant received 
from government authority  
 
6. Rent 
 
7. Gross value of the transaction with the related parties as per AS-18 (if applicable) 
 
 
8. Bad debts of related parties as per AS-18 (if applicable ) 
 

III. Turnover details of three principal products or services of the company (as per monetary terms) 
 
 (i) Indian trade classification (ITC) code 
 
 Unit of measurement (UoM) 
 
Description of the product or service 
 
 

 Turnover (Amount in Rs. thousands) 
 

 (Quantity in UoM) 
 
 (ii) Indian trade classification (ITC) code 
 

Unit of measurement (UoM) 
 
Description of the product or service 

 
Turnover (Amount in Rs. thousands)  
 (Quantity in UoM) 

  

26.92 

26.92 

 

 

 

11.88 

 

 

 

 

 

 

 

 

 

 

 

 



 

 
(iii) Indian trade classification (ITC) code 
 
 Unit of measurement (UoM) 
 
 Description of the product or service 
 
 
 Turnover (Amount in Rs. thousands) 
 
 
Quantity in UoM) 
Note.—For ITC code of products please refer to the publication 'Indian Trade Classification' based on 
harmonized commodity description and coding system by the Ministry of Commerce, Directorate General 
of Commercial Intelligence and Statistics, Calcutta - 700 001 
IV. Details of qualification(s), reservation(s) or adverse remark(s) made by auditors. 
1. *Whether auditors' report has been qualified or has any reservations or 
contains adverse remarks 
 

2(a). Auditor's qualification(s), reservation(s) or adverse remark(s) in the auditors' report 
 

 
(b). Director's comments on qualification(s),reservation(s) or adverse remark of the auditors as per board's 
report 
 

 
Attachments 
1. *Copy of Profit and Loss Account duly authenticated as per 
section 215 (in pdf converted format) 
 
2. Statement of subsidiaries as per section 212 
 
3. Optional attachment(s) - if any. 
 

List of attachments 
 

 
 
 
 
 
Verification 
I confirm that all the particulars mentioned above are as per the attached profit and loss acoount and other 
documents, all of which are duly signed and authenticated as required under the provisions of the 
Companies Act,1956. 
To the best of my knowledge and belief, the information given in the form and its attachments is correct 
and complete. 
 

I have been authorised by the board of directors' resolution dated 
*DD/MM/YYYY) 
to sign and submit this form. 

 

 

 

 

 

 Yes √ No 

Attach 

Attach 

Attach 

 
 
 

Remove Attachment 

31/07/2006 



 

To be digitally signed by 
Managing director or director or manager or secretary of the company 
 
 
*Designation 
 

Director identification number of the director or 
membership number of the secretary 
 

 
 

——————————————————————————————————————————— 
This eForm has been taken on file maintained by the registrar of companies through 
electronic mode and on the basis of statement of correctness given by the filling company 

 
Appendix 9 

Text of the Companies (Accounting Standards) Rules, 2006. 
G.S.R. 739 (E). – In exercise of the powers conferred by clause (a) of sub-section (1) of section 642 of 

the Companies Act, 1956 (1 of 1956), read with sub-section (3C) of section 211 and sub-section (1) of 
section 210A of the said Act, the Central Government, in consultation with National Advisory Committee 
on Accounting Standards, hereby makes the following rules, namely:-  

1. Short title and commencement.-(1) These rules may be called the Companies (Accounting Standards) 
Rules, 2006.  

(2) They shall come into force on the date of their publication in the Official Gazette.  

2. Definitions.- In these rules, unless the context otherwise requires,-  

(a) “Accounting Standards” means the Accounting Standards as specified in rule 3 of these rules;  

(b) “Act” means the Companies Act, 1956 (1 of 1956);  

(c) “Annexure” means an Annexure to these rules;  

(d) “General Purpose Financial Statements” include balance sheet, statement of profit and loss, cash flow 
statement (wherever applicable), and other statements and explanatory notes which form part thereof.  

(e) “Enterprise” means a company as defined in section 3 of the Companies Act, 1956.  

(f) “Small and Medium Sized Company” (SMC) means, a company  

(i)  whose equity or debt securities are not listed or are not in the process of listing on any stock 
exchange, whether in India or outside India;  

(ii)  which is not a bank, financial institution or an insurance company;  

(iii) whose turnover (excluding other income) does not exceed rupees fifty crore in the immediately 
preceding accounting year;   

(iv) which does not have borrowings (including public deposits) in excess of rupees ten crore at any 
time during the immediately preceding accounting year; and  

(v)  which is not a holding or subsidiary company of a company which is not a small and medium-
sized company.  

KISHORE VAIDYA 

Managing Director 

00064762 

Modify submit Check Form Prescrutiny 



 

Explanation: For the purposes of clause (f), a company shall qualify as a Small and Medium 
Sized Company, if the conditions mentioned therein are satisfied as at the end of the relevant 
accounting period.  

(2) Words and expressions used herein and not defined in these rules but defined in the Act shall have the 
same meaning respectively assigned to them in the Act.  

3. Accounting Standards.-(1) The Central Government hereby prescribes Accounting Standards 1 to 7 and 
9 to 29 as recommended by the Institute of Chartered Accountants of India, which are specified in the 
Annexure to these rules.  

(2) The Accounting Standards shall come into effect in respect of accounting periods commencing on or 
after the publication of these Accounting Standards.  

4. Obligation to comply with the Accounting Standards.- (1) Every company and its auditor(s) shall 
comply with the Accounting Standards in the manner specified in Annexure to these rules.  

  (2) The Accounting Standards shall be applied in the preparation of General Purpose Financial Statements.  

5. An existing company, which was previously not a Small and Medium Sized Company (SMC) and 
subsequently becomes an SMC, shall not be qualified for exemption or relaxation in respect of Accounting 
Standards available to an SMC until the company remains an SMC for two consecutive accounting periods.  

ANNEXURE (See rule 3) 

ACCOUNTING STANDARDS 

A. General Instructions  

1. SMCs shall follow the following instructions while complying with Accounting Standards under these  

    rules:-  

1.1    the SMC which does not disclose certain information pursuant to the exemptions or relaxations 
given to it shall disclose (by way of a note to its financial statements) the fact that it is an SMC 
and has complied with the Accounting Standards insofar as they are applicable to an SMC on the 
following lines:  

           “The Company is a Small and Medium Sized Company (SMC) as defined in the General 
Instructions in respect of Accounting Standards notified under the Companies Act, 1956. 
Accordingly, the Company has complied with the Accounting Standards as applicable to a Small 
and Medium Sized Company.”  

1.2    Where a company, being a SMC, has qualified for any exemption or relaxation previously but no 
longer qualifies for the relevant exemption or relaxation in the current accounting period, the 
relevant standards or requirements become applicable from the current period and the figures for 
the corresponding period of the previous accounting period need not be revised merely by reason 
of its having ceased to be an SMC. The fact that the company was an SMC in the previous period 
and it had availed of the exemptions or relaxations available to SMCs shall be disclosed in the 
notes to the financial statements.  

1.3     If an SMC opts not to avail of the exemptions or relaxations available to an SMC in respect of any 
but not all of the Accounting Standards, it shall disclose the standard(s) in respect of which it has 
availed the exemption or relaxation.  



 

1.4   If an SMC desires to disclose the information not required to be disclosed pursuant to the 
exemptions or relaxations available to the SMCs, it shall disclose that information in compliance 
with the relevant accounting standard.  

1.5   The SMC may opt for availing certain exemptions or relaxations from compliance with the 
requirements prescribed in an Accounting Standard:  

          Provided that such a partial exemption or relaxation and disclosure shall not be permitted to 
mislead any person or public.  

2. Accounting Standards, which are prescribed, are intended to be in conformity with the provisions of 
applicable laws. However, if due to subsequent amendments in the law, a particular accounting standard is 
found to be not in conformity with such law, the provisions of the said law will prevail and the financial 
statements shall be prepared in conformity with such law.  

3. Accounting Standards are intended to apply only to items which are material.  

4. The accounting standards include paragraphs set in bold italic type and plain type, which have equal 
authority. Paragraphs in bold italic type indicate the main principles. An individual accounting standard 
shall be read in the context of the objective, if stated, in that accounting standard and in accordance with 
these General Instructions.  

B. Accounting Standards  

Accounting Standard  Description  

Accounting Standard (AS) 1 Disclosure of Accounting Policies 

Accounting Standard (AS) 2  Valuation of Inventories 

Accounting Standard (AS) 3  Cash Flow Statements 

Accounting Standard (AS) 4  Contingencies and Events Occurring After the Balance Sheet Date 

Accounting Standard (AS) 5  Net Profit or Loss for the Period, Prior Period Items and Changes in 
Accounting Policies 

Accounting Standard (AS) 6  Depreciation Accounting 

Accounting Standard (AS) 7  Construction Contracts 

Accounting Standard (AS) 9  Revenue Recognition 

Accounting Standard (AS) 10  Accounting for Fixed Assets 

Accounting Standard (AS) 11 The Effects of Changes in Foreign Exchange Rates 

Accounting Standard (AS) 12 Accounting for Government Grants 

Accounting Standard (AS) 13 Accounting for Investments 

Accounting Standard (AS) 14 Accounting for Amalgamations 

Accounting Standard (AS) 15 Employee Benefits 

Accounting Standard (AS) 16 Borrowing Costs 



 

Accounting Standard (AS) 17 Segment Reporting 

Accounting Standard (AS) 18 Related Party Disclosures 

Accounting Standard (AS) 19 Leases 

Accounting Standard (AS) 20 Earnings Per Share  

Accounting Standard (AS) 21  Consolidated Financial Statements 

Accounting Standard (AS) 22  Accounting for Taxes on Income 

Accounting Standard (AS) 23  Accounting for Investments in Associates in Consolidated Financial 
Statements 

Accounting Standard (AS) 24  Discontinuing Operations 

Accounting Standard (AS) 25 Interim Financial Reporting 

Accounting Standard (AS) 26  Intangible Assets 

Accounting Standard (AS) 27  Financial Reporting of Interests in Joint Ventures 

Accounting Standard (AS) 28  Impairment of Assets 

Accounting Standard (AS) 29  Provisions, Contingent Liabilities and Contingent Assets  

 



 
 

Chapter 2 
 

Depreciation 
Synopsis 

 Important Provisions at a Glance  
1. Applicability of the rate of depreciation as per Schedule XIV of the Companies Act  
2 Salient features of Schedule XIV  
3. Only two depreciation methods are available under Schedule XIV  
4. Adoption of different methods for different assets is possible  
5. Disclosure regarding depreciation policy in the notes of accounts  
6. Depreciation in case of additions or sale of assets during the year  
7. Depreciation for assets used on shift basis  
8. Extra depreciation for additional shift is not allowable in certain assets  
9. Depreciation in case of continuous processing plant  
10. Assets costing up to Rs. 5,000 can be written off  
11. Options available for the calculation of depreciation on SLM method in case of existing assets  
12. Written down value of the existing assets in case of WDV method shall be taken  
13. Clarifications issued by the Department  
14. If a financial year is more or less than 12 months, the rate of depreciation should be applied 

proportionately?  
15. Calculation of depreciation for the purpose of determining profit for managerial remuneration  
16. Depreciation cannot be provided on unit of production basis  
17. Department may approve for not provision of depreciation under section 205(2)(c) of the 

Companies Act, 1956  
18. Text of the AS-6 for Accounting Standards on Depreciation Accounting  
Appendix 1 Depreciation Schedule  
Appendix 2 Specimen of e-Form 23AAC  

Important Provisions at a Glance 
Sl. No. Sections Matters dealt with E-Form Nos. 

1. 205 Payment of dividend shall be only out of profits arrived after 
providing for depreciation as per section 205(2). 

 

2. 205(2)(c) Application to the Central Government for approval for not 
providing depreciation.  

23AAC 

3. 349 Depreciation to the extent specified in section 350 shall be 
deducted for the purpose of arriving at net profits of the Company. 

 

4. 350 Ascertainment of Depreciation.   
5. Schedule 

XIV 
Rate of Depreciation under the Companies Act, 1956  

1. Applicability of the rate of depreciation as per Schedule XIV of the Companies Act 
The Companies (Amendment) Act, 1988 has delinked the rates of depreciation from the Income-tax 

Act, 1961 for the purpose of providing depreciation under the Companies Act. 
Section 205(2) of the Act requires the companies to provide depreciation as follows:— 

 (a) Section 350 provides that the amount of depreciation to be deducted shall be the amount of 
depreciation on assets as shown by the books of the company at the rate specified in Schedule 
XIV; or 



 

 (b) In respect of each item of depreciable asset, for such an amount as is arrived at by dividing 95 per 
cent of the original cost thereof to the company by the specified period in respect of each such 
asset. 

It is stated that one of the reasons for the amendment was that there was huge increase in the rates of 
depreciation under the Income-tax Act and that the high amount of depreciation in the earlier years of use 
of an asset under the written down value method of depreciation left inadequate profit for distribution of 
dividend. It was also considered expedient to provide under the Companies Act separate rates for 
depreciation. 
2. Salient features of Schedule XIV 

Schedule XIV was inserted by Amendment Act, 1988 and came into force retrospectively w.e.f. 
2-4-1987 for the purpose of calculation of depreciation under sections 205 and 350 of the Companies Act. 
Certain modifications were made by the Government from time to time. The assets in Schedule XIV have 
been categorised under 4 categories:— 
 (i) Buildings, 
 (ii) Plant and machinery, 
 (iii) Furniture and fittings, 
 (iv) Ships. 

The category of plant and machinery is the largest category consisting of four sub-groups under which 
several items of assets have been enumerated and for each such assets or group of them. 
3. Only two depreciation methods are available under Schedule XIV 

Depreciation rates have been prescribed under the two depreciation methods, namely, the Written 
Down Value Method (WDV) and the Straight Line Method (SLM). It is left to the company to follow the 
WDV or SLM system of depreciation consistently. (Appendix 1 for text of the Schedule XIV) 
4. Adoption of different methods for different assets is possible 

It has been clarified vide Circular No. 10-CL VI/61, dated 27-9-1961 that a company may follow 
different methods of depreciation for different assets provided the system is consistently used from year to 
year. 
5. Disclosure regarding depreciation policy in the notes of accounts 

The following information shall be disclosed in the accounts of a company:— 
 (i) depreciation method used; and 
 (ii) depreciation rates or the useful lives of the assets, if they are different from the principal rates 

specified in the Schedule. 
In the case when the method is changed in any year, it has to be disclosed in the accounts. 

6. Depreciation in case of additions or sale of assets during the year 
Where during any financial year, any addition is made to an asset or where any asset has been sold, 

discarded, demolished or destroyed, the depreciation on such assets shall be calculated on pro rata basis 
from the date of such addition or, up to the date on which the asset has been sold, discarded, demolished or 
destroyed. 
7. Depreciation for assets used on shift basis 

The calculations of the extra depreciation for double shift working and for triple shift working shall be 
made separately in the proportion which the number of days for which the concern worked double shift or 
triple shift, as the case may be, bears to the normal number of working days during the year. For this 
purpose, the normal number of working days during the year shall be deemed to be— 
 (a) in the case of a seasonal factory or concern, the number of days on which the factory or concern 

actually worked during the year or 180 days whichever is greater. 
 (b) in any other case, the number of days on which the factory or concern actually worked during the 

year or 240 days, whichever is greater. 



 

8. Extra depreciation for additional shift is not allowable in certain assets 
The extra shift depreciation shall not be charged in respect any item of machinery or plant which has 

been specifically excluded by the inscription of the letters ("N.E.S.D") (meaning No Extra Shift 
Depreciation) against any asset in the sub-groups above and also in respect of 23 items specified in the 
Schedule to which the general rate of depreciation of 13.91% applies. 
9. Depreciation in case of continuous processing plant 

The Notification No. GSR 756(E), dated 16-12-1993 brought about the following changes in Schedule 
XIV. A new category of machinery called "continuous processing plant", namely one which is designed to 
operate on 24 hours basis, will carry a higher rate of depreciation on straight line method and written down 
value basis. No extra shift allowance arises in such a case. 

Further that the furniture and fixture used for hotels and other entertainment industry will carry higher 
rates of depreciation. 
10. Assets costing up to Rs. 5,000 can be written off 

Any asset costing up to Rs. 5,000 can be written off entirely in the year of purchase itself irrespective 
of any rate of depreciation given in Schedule XIV. 
11. Options available for the calculation of depreciation on SLM method in case of existing assets 

It has been clarified by the Department that a company following the SLM method in respect of its 
assets existing on the date the Schedule came into force may adopt any of the following alternative basis 
for computing depreciation charge:— 
 (i) The specified period may be recomputed by applying to the original cost, the revised rate as 

prescribed in Schedule XIV and depreciation charge calculated by allocating the unamortised 
value as per the books of accounts over the remaining part of the recomputed specified period. 

 (ii) The company can continue to charge depreciation on straight line basis at old rates in respect of 
the assets existing on the date on which the new provisions relating to depreciation came into 
force. 

 (iii) SLM rates prescribed in Schedule XIV can be straightaway applied to the original cost of all the 
assets including the existing assets from the year of change of the rate. 

In view of the clarification on the above matter by the DCA Circular, dated 20-12-1993 quoted above 
in the context of the changes in rates in Schedule XIV, the company can continue to charge depreciation on 
SLM at old rates in respect of assets existing on the date on which the new provisions relating to 
depreciation came into force. 
12. Written down value of the existing assets in case of WDV method shall be taken 

In case of existing assets, on which depreciation charged on WDV method the depreciation in respect 
of such assets should apply the relevant WDV rates prescribed in Schedule XIV to the written down value 
as at the end of the previous financial year as per the books of the company. 
13. Clarifications issued by the Department 

The Department was receiving queries from different quarters on the subject mentioned above and 
accordingly the following clarifications were issued: 
Q. On which date the new provisions relating to depreciation become effective? 
A. A question arises, therefore, whether depreciation can be charged on assets on the basis of the rates 

provided in Schedule XIV for accounting year ending between 2nd April, 1987 and 14th June, 1988. In 
view of the intention of the Legislature behind the amendments in sections 205 and 350 of the Act, the 
amended provisions have come into force w.e.f. 2nd April, 1987. 

Q. Can higher rates of depreciation be charged? 
A. It is stated that Schedule XIV clearly states that a company should disclose depreciation rates if they 

are different from the principal rates specified in Schedule XIV. On this basis, it is suggested that a 
company can charge depreciation at rates, which are lower or higher than those specified in Schedule 
XIV. 



 

It was clarified that the rates as contained in Schedule XIV should be viewed as the minimum rates 
and, therefore, a company, shall not be permitted to charge depreciation at rates lower than those 
specified in the Schedule. However, if on the basis of a bona fide technological evaluation, higher rates 
of depreciation are justified, they may be provided with proper disclosure by way of a note forming 
part of the annual accounts. 

Q. Can SLM rates are different than those specified in Schedule XIV? 
A. It is stated that SLM rates (corresponding to the WDV rates as per Schedule XIV) can be different than 

those specified under Schedule XIV, provided a company continues to determine the rates as provided 
under section 205. Thus, against SLM rates prescribed under Schedule XIV of 11.31% (triple shift rate 
for general plant and machinery) a company can charge depreciation at the rate of 10.56%. 
It may be mentioned that the rate of 11.31% has been determined on the basis of eight years and six 
months or so if specified period whereas if 95% is divided by nine years, the corresponding SLM rate 
comes to 10.56%. The argument is that for calculating the SLM rates, complete years have to be taken 
into account whereas the rates under Schedule XIV, also takes into account fraction of years. 
"It is clarified that a company must necessarily provide SLM depreciation at the rates prescribed under 
the Schedule and the interpretation that fraction of a year cannot be taken into account is not correct." 

14. If a financial year is more or less than 12 months, the rate of depreciation should be applied 
proportionately? 

Where a financial year of a company is more or less than 12 months, whether the rates of depreciation 
as prescribed in Schedule XIV, are to be applied proportionately to the duration of the financial year of the 
company or the said rates are to be applied at flat rates irrespective of the duration of the financial year. The 
Committee of ICAI is of the opinion that in view of the true and fair consideration of preparation of 
accounts, the rate of depreciation as per Schedule XIV, should be supplied proportionately taking into 
account the duration of the financial year. 
15. Calculation of depreciation for the purpose of determining profit for managerial remuneration 

Amount of depreciation to be taken into account for computing managerial remuneration shall be the 
amount of depreciation made in the profit and loss account instead of the amount of depreciation calculated 
with reference to the written down value. 
16. Depreciation cannot be provided on unit of production basis 

The Department of Company Affairs has issued a Circular vide F.No.5/31/2002-CL.V, dated 21st 
February, 2003 which states that:— 
 1. The request made by some Companies, particularly companies engaged in production of steel to 

prescribe an appropriate method, to make provision for depreciation based on unit of production 
rather than straight line or written down value method has been engaging the attention of the 
Department for quite some time. 

 2. Upon consultations with the institutes of ICAI & ICWAI, a view emerged that providing 
depreciation on Unit of Production Method will not be in tune with the basic concept of 
depreciation as efflux of time necessarily involves loss of value of an asset. Besides, this method 
may not be suitable as it cannot be said that in the year in which no production takes place, no 
depreciation would be charged. Adopting unit of production method for charging depreciation 
may result in extending the life of the asset beyond the "specified period" underlying the rates of 
depreciation notified under Schedule-XIV to the Companies Act. 

 3. The "Unit of Production" method of charging depreciation also seeks to compute depreciation on 
estimated production basis. This may tend to a manipulation of profits based on a particular set of 
assumptions and technical opinion. 

 4. In view of the above facts, this Department hereby clarifies that companies may depreciate the 
assets on "Straight Line Method" or "Written Down Value" but may not follow "Unit of 
Production Method". 



 

17. Department may approve for not provision of depreciation under section 205(2)(c) of the 
Companies Act, 1956 

Depreciation may also be provided on a basis other than the methods specified in section 205(2)(a) and 
(b) if it is approved by the Central Government. 

For this purpose the following information shall be given in the application electronically to the 
Central Government in new e-Form 23AAC prescribed by the MCA vide Notification No. GSR 56(E) 
dated 10th Feb., 2006. (See Appendix 2) 
18. Text of the AS-6 for Accounting Standards on Depreciation Accounting 
Introduction 

1. This Statement deals with depreciation accounting and applies to all depreciable assets, except the 
following items to which special considerations apply:— 
 (i) forests, plantations and similar regenerative natural resources; 
 (ii) wasting assets including expenditure on the exploration for and extraction of minerals, oils, natural 

gas and similar non-regenerative resources; 
 (iii) expenditure on research and development; 
 (iv) goodwill; 
 (v) live stock. 

This statement also does not apply to land unless it has a limited useful life for the enterprise. 
2. Different accounting policies for depreciation are adopted by different enterprises. Disclosure of 

accounting policies for depreciation followed by an enterprise is necessary to appreciate the view presented 
in the financial statements of the enterprise. 
Definitions 

3. The following terms are used in this Statement with the meanings specified: 
3.1 Depreciation is a measure of the wearing out, consumption or other loss of value of a depreciable 

asset arising from use, effluxion of time or obsolescence through technology and market changes. 
Depreciation is allocated so as to charge a fair proportion of the depreciable amount in each accounting 
period during the expected useful life of the asset. Depreciation includes amortisation of assets whose 
useful life is predetermined. 

3.2 Depreciable assets are assets which:— 
 (i) are expected to be used during more than one accounting period; and 
 (ii) have a limited useful life; and 
 (iii) are held by an enterprise for use in the production or supply of goods and services, for rental to 

others, or for administrative purposes and not for the purpose of sale in the ordinary course of 
business. 

3.3 Useful life is either:— 
 (i) the period over which a depreciable asset is expected to be used by the enterprise; or 
 (ii) the number of production or similar units expected to be obtained from the use of the asset by the 

enterprise. 
3.4 Depreciable amount of a depreciable asset is its historical cost, or other amount substituted for 

historical cost in the financial statements, less the estimated residual value. 
Explanation 

4. Depreciation has a significant effect in determining and presenting the financial position and results 
of operations of an enterprise. Depreciation is charged in each accounting period by reference to the extent 
of the depreciable amount, irrespective of an increase in the market value of the assets. 

5. Assessment of depreciation and the amount to be charged in respect thereof in an accounting period 
are usually based on the following three factors:— 
 (i) historical cost or other amount substituted for the historical cost of the depreciable asset when the 

asset has been revalued; 



 

 (ii) expected useful life of the depreciable asset; and 
 (iii) estimated residual value of the depreciable asset. 

6. Historical cost of a depreciable asset represents its money outlay or its equivalent in connection with 
its acquisition, installation and commissioning as well as for additions to or improvement thereof. The 
historical cost of a depreciable asset may undergo subsequent changes arising as a result of increase or 
decrease in long-term liability on account of exchange fluctuations, price adjustments, changes in duties or 
similar factors. 

7. The useful life of a depreciable asset is shorter than its physical life and is:— 
 (i) pre-determined by legal or contractual limits, such as the expiry dates of related leases; 
 (ii) directly governed by extraction or consumption; 
 (iii) dependent on the extent of use and physical deterioration on account of wear and tear which again 

depends on operational factors, such as, the number of shifts for which the asset is to be used, 
repair and maintenance policy of the enterprise, etc.; and 

 (iv) reduced by obsolescence arising from such factors as:— 
 (a) technological changes; 
 (b) improvement in production methods; 
 (c) change in market demand for the product or service output of the asset; or 
 (d) legal or other restrictions. 

8. Determination of the useful life of a depreciable asset is a matter of estimation and is normally based 
on various factors including experience with similar types of assets. Such estimation is more difficult for an 
asset using new technology or used in the production of a new product or in the provision of a new service 
but is nevertheless required on some reasonable basis. 

9. Any addition or extension to an existing asset which is of a capital nature and which becomes an 
integral part of the existing asset is depreciated over the remaining useful life of that asset. As a practical 
measure, however, depreciation is sometimes provided on such addition or extension at the rate, which is 
applied to an existing asset. Any addition or extension, which retains a separate identity and is capable of 
being used after the existing asset is disposed of, is depreciated independently on the basis of an estimate of 
its own useful life. 

10. Determination of residual value of an asset is normally a difficult matter. If such value is 
considered as insignificant, it is normally regarded as nil. On the contrary, if the residual value is likely to 
be significant, it is estimated at the time of acquisition/installation, or at the time of subsequent revaluation 
of the asset. One of the bases for determining the residual value would be the realisable value of similar 
assets which have reached the end of their useful lives and have operated under conditions similar to those 
in which the asset will be used. 

11. The quantum of depreciation to be provided in an accounting period involves the exercise of 
judgment by management in the light of technical, commercial, accounting and legal requirements and 
accordingly may need periodical review. If it is considered that the original estimate of useful life of an 
asset requires any revision, the unamortised depreciable amount of the asset is charged to revenue over the 
revised remaining useful life. 

12. There are several methods of allocating depreciation over the useful life of the assets. Those most 
commonly employed in industrial and commercial enterprises are the straightline method and the reducing 
balance method. The management of a business selects the most appropriate method(s) based on various 
important factors e.g., (i) type of asset, (ii) the nature of the use of such asset and (iii) circumstances 
prevailing in the business. A combination of more than one method is sometimes used. In respect of 
depreciable assets, which do not have material value, depreciation is often allocated fully in the accounting 
period in which they are acquired. 

13. The statute governing an enterprise may provide the basis for computation of the depreciation. For 
example, the Companies Act, 1956 lays down the rates of depreciation in respect of various assets. Where 
the management's estimate of the useful life of an asset of the enterprise is shorter than that envisaged 
under the provisions of the relevant statute, the depreciation provision is appropriately computed by 



 

applying a higher rate. If the management's estimate of the useful life of the asset is longer than that 
envisaged under the statute, depreciation rate lower than that envisaged by the statute can be applied only 
in accordance with requirements of the statute. 

14. Where depreciable assets are disposed of, discarded, demolished or destroyed, the net surplus or 
deficiency, if material, is disclosed separately. 

15. The method of depreciation is applied consistently to provide comparability of the results of the 
operations of the enterprise from period to period. A change from one method of providing depreciation to 
another is made only if the adoption of the new method is required by statute or for compliance with an 
accounting standard or if it is considered that the change would result in a more appropriate preparation or 
presentation of the financial statements of the enterprise. When such a change in the method of depreciation 
is made, depreciation is recalculated in accordance with the new method from the date of the asset coming 
into use. The deficiency or surplus arising from retrospective recomputation of depreciation in accordance 
with the new method is adjusted in the accounts in the year in which the method of depreciation is changed. 
In case the change in the method results in deficiency in depreciation in respect of past years, the deficiency 
is charged in the statement of profit and loss. In case the change in the method results in surplus, the 
surplus is credited to the statement of profit and loss. Such a change is treated as a change in accounting 
policy and its effect is quantified and disclosed. 

16. Where the historical cost of an asset has undergone a change due to circumstances specified in para 
6 above, the depreciation on the revised unamortised depreciable amount is provided prospectively over the 
residual useful life of the asset. 
Disclosure 

17. The depreciation methods used, the total depreciation for the period for each class of assets, the 
gross amount of each class of depreciable assets and the related accumulated depreciation are disclosed in 
the financial statements alongwith the disclosure of other accounting policies. The depreciation rates or the 
useful lives of the assets are disclosed only if they are different from the principal rates specified in the 
statute governing the enterprise. 

18. In case the depreciable assets are revalued, the provision for depreciation is based on the revalued 
amount on the estimate of the remaining useful life of such assets. In case the revaluation has a material 
effect on the amount of depreciation, the same is disclosed separately in the year in which revaluation is 
carried out. 

19. A change in the method of depreciation is treated as a change in an accounting policy and is 
disclosed accordingly. 
Accounting Standard 

The Accounting Standard comprises paragraphs 20 to 29 of this Statement. The Standard should be 
read in the context of paragraphs 1 to 19 of this Statement and of the 'Preface to the Statements of 
Accounting Standards'. 

20. The depreciable amount of a depreciable asset should be allocated on a systematic basis to each 
accounting period during the useful life of the asset. 

21. The depreciation method selected should be applied consistently from period to period. A change 
from one method of providing depreciation to another should be made only if the adoption of the new 
method is required by statute or for compliance with an accounting standard or if it is considered that the 
change would result in a more appropriate preparation or presentation of the financial statements of the 
enterprise. When such a change in the method of depreciation is made, depreciation should be recalculated 
in accordance with the new method from the date of the asset coming into use. The deficiency or surplus 
arising from retrospective recomputation of depreciation in accordance with the new method should be 
adjusted in the accounts in the year in which the method of depreciation is changed. In case the change in 
the method results in deficiency in depreciation in respect of past years, the deficiency should be charged in 
the statement of profit and loss. In case the change in the method results in surplus, the surplus should be 
credited to the statement of profit and loss. Such a change should be treated as a change in accounting 
policy and its effect should be quantified and disclosed. 



 

22. The useful life of a depreciable asset should be estimated after considering the following factors:— 
 (i) expected physical wear and tear; 
 (ii) obsolescence; 
 (iii) legal or other limits on the use of the asset. 

23. The useful lives of major depreciable assets or classes of depreciable assets may be reviewed 
periodically. Where there is a revision of the estimated useful life of an asset, the unamortised depreciable 
amount should be charged over the revised remaining useful life. 

24. Any addition or extension, which becomes an integral part of the existing asset should be 
depreciated over the remaining useful life of that asset. The depreciation on such addition or extension may 
also be provided at the rate applied to the existing asset. Where an addition or extension retains a separate 
identity and is capable of being used after the existing asset is disposed of, depreciation should be provided 
independently on the basis of an estimate of its own useful life. 

25. Where the historical cost of a depreciable asset has undergone a change due to increase or decrease 
in long-term liability on account of exchange fluctuations, price adjustments, changes in duties or similar 
factors, the depreciation on the revised unamortised depreciable amount should be provided prospectively 
over the residual useful life of the asset. 

26. Where the depreciable assets are revalued, the provision for depreciation should be based on the 
revalued amount and on the estimate of the remaining useful lives of such assets. In case the revaluation 
has a material effect on the amount of depreciation, the same should be disclosed separately in the year in 
which revaluation is carried out. 

27. If any depreciable asset is disposed of, discarded, demolished or destroyed, the net surplus or 
deficiency, if material, should be disclosed separately. 

28. The following information should be disclosed in the financial statements:— 
 (i) the historical cost or other amount substituted for historical cost of each class of depreciable 

assets; 
 (ii) total depreciation for the period for each class of assets; and 
 (iii) the related accumulated depreciation. 

29. The following information should also be disclosed in the financial statements alongwith the 
disclosure of other accounting policies:— 
 (i) depreciation methods used; and 
 (ii) depreciation rates or the useful lives of the assets, if they are different from the principal rates 

specified in the statute governing the enterprise. 
 

Appendix 1 
Depreciation Schedule 

1[SCHEDULE XIV 
Rates of depreciation 

(See sections 205 and 350) 
 

Nature of assets Single Shift Double Shift Triple Shift 
 W.D.V S.L.M. W.D.V S.L.M. W.D.V S.L.M. 

1 2 3 4 5 6 7 
I. (a) Buildings (other than factory buildings) 

(NESD) 
5 per 
cent 

1.63 per 
cent  

... ... ... ... 

 (b) Factory buildings 10 per 
cent 

3.34 per 
cent 

... ... ... ... 

 (c) Purely temporary erections such as wooden 
structures 

100 per 
cent 

100 per 
cent 

... ... ... ... 

                                                 
1 Inserted by the Companies (Amendment) Act, 1988, w.r.e.f. 2-4-1987. 



 

1 2 3 4 5 6 7 
II. Plant and Machinery       
 1[(i) General rate applicable to,       
 (a) plant and machinery (not being a ship) 

other than continuous process plant for 
which no special rate has been 
prescribed under (ii) below: 

13.91 
per cent 

4.75 per 
cent 

20.87 
per cent 

7.42 per 
cent 

27.82 
per cent 

10.34 
per cent 

 (b) continuous process plant, 2[* * *] for 
which no special rate has been 
prescribed under (ii) below. (NESD)] 

15.33 
per cent 

5.28 per 
cent 

... ... ... ... 

 (ii) Special rates       
 A. 1. Cinematograph films — Machinery used 

in the production and exhibition of 
cinematograph films (NESD) 

20 per 
cent 

7.07 per 
cent 

... ... ... ... 

 (a) Recording equipment, reproducing 
equipment, developing machines, 
printing machines, editing machines, 
synchronisers and studio lights except 
bulbs 

20 per 
cent 

7.07 per 
cent 

... ... ... ... 

 

 (b) Projecting equipment of film 
exhibiting concerns 

20 per 
cent 

7.07 per 
cent 

... ... ... ... 

 2. Cycles (NESD) 20 per 
cent 

7.07 per 
cent 

    

 3[3. Electrical Machinery, X-ray and 
electrotherapeutic apparatus and accessories 
thereto, medical, diagnostic equipments, 
namely, Cat-scan, Ultrasound Machines, 
ECG Monitors, etc. (NESD) 

20 per 
cent 

7.07 per 
cent 

... ... ... ... 

 4. Juice boiling pans
(karhais) (NESD) 

20 per 
cent 

7.07 per 
cent 

... ... ... ... 

 5. Motor-cars, motor cycles, scooters and other 
mopeds (NESD) 

25.89 
per cent 

9.5 per 
cent 

... ... ... ... 

 6. Electrically operated vehicles including 
battery powered or fuel cell powered 
vehicles (NESD) 

20 per 
cent 

7.07 per 
cent 

... ... ... ... 

 7. Sugarcane crushers (indigenous kolhus and 
belans) (NESD) 

20 per 
cent 

7.07 per 
cent 

... ... ... ... 

 8. Glass manufacturing concerns except direct 
fire glass melting furnaces — Recuperative 
and regenerative glass melting furnaces 

20 per 
cent 

 7.07 per 
cent 

30 per 
cent 

11.31 
per cent 

40 per 
cent 

16.21 
per cent 

 9. Machinery used in the manufacture of 
electronic goods and components. 

15.62 
per cent 

5.38 per 
cent 

23.42 
per cent 

8.46 per 
cent 

31.23 
per cent 

11.87 
per cent 

 B. 4[1. Aeroplanes, Aero Engines, Simulators, 
Visual System and Quick Engine Change 
Equipment (NESD) 

16.2 per 
cent 

5.6 per 
cent 

    

 2. Concrete pipes manufacture Moulds (NESD) 30 per 
cent 

11.31 
per cent 

... ... ... ... 

 3. Drum container manufacture dies (NESD) 30 per 
cent 

11.31 
per cent 

... ... ... ... 

 4. Earth-moving machinery employed in heavy 
construction works, such as dams, tunnels, 
canals, etc. (NESD) 

30 per 
cent 

11.31 
per cent 

... ... ... ... 

 5. Glass manufacturing concerns except direct 
fire glass melting furnaces Moulds (NESD) 

30 per 
cent 

11.31 
per cent 

... ... ... ... 

                                                 
1 Substituted by Notification No. GSR 756(E), dated 16-12-1993. 
2 Omitted by Notification No. GSR 101(E), dated 1-3-1995. 
3 Substituted by Notification No. GSR 756(E), dated 16-12-1993. 
4 Substituted by Notification No. GSR 788(E), dated 4-11-1994. 



 
 

1 2 3 4 5 6 7 
 6. Moulds in iron foundaries (NESD) 30 per 

cent 
11.31 

per cent 
... ... ... ... 

 7. Mineral oil concerns Field operations (above 
ground) Portable boilers drilling tools, well-
head tanks, rigs, etc. (NESD) 

30 per 
cent 

11.31 
per cent 

... ... ... ... 

 8. Mines and quarries - Portable underground 
machinery and earth moving machinery used 
in open cast mining (NESD) 

30 per 
cent 

11.31 
per cent 

... ... ... ... 

 9. Motor buses and motor lorries other than 
those used in a business of running them on 
hire (NESD) 

30 per 
cent 

11.31 
per cent 

... ... ... ... 

 9A. Motor tractors, harvesting combines (NESD) 30 per 
cent 

11.31 
per cent 

... ... ... ... 

 10. Patterns, dies and templates (NESD) 30 per 
cent 

11.31 
per cent 

... ... ... ... 

 11. Ropeway structures - Ropeways, ropes and 
trestle sheaves and connected parts (NESD) 

30 per 
cent 

11.31 
per cent 

... ... ... ... 

 

 12. Shoe and other leather goods 
factories-Wooden  
lasts used in the manufacture of shoes. 

30 per 
cent 

11.31 
per cent 

45 per 
cent 

18.96 
per cent 

60 per 
cent 

29.05 
per cent 

 C. 1[1. * * *]       
 2. Motor buses, motor lorries and motor taxies 

used in a business of running them on hire 
(NESD) 

40 per 
cent 

16.21 
per cent 

... ... ... ... 

 3. Rubber and plastic goods factories Moulds 
(NESD) 

40 per 
cent 

16.21 
per cent 

... ... ... ... 

 4. Data processing machines including 
computers (NESD) 

40 per 
cent 

16.21 
per cent 

... ... ... ... 

 5. Gas cylinders including valves and 
regulators (NESD) 

40 per 
cent 

16.21 
per cent 

... ... ... ... 

 D. 1. Artificial silk manufacturing machinery 
wooden parts 

100 per 
cent 

100 per 
cent 

... ... ... ... 

 2. Cinematograph films 
Bulbs of studio lights 

100 per 
cent 

100 per 
cent 

... ... ... ... 

 3. Flour mills Rollers 100 per 
cent 

100 per 
cent 

... ... ... ... 

 4. Glass manufacturing concerns Direct fire 
glass melting furnaces  

100 per 
cent 

100 per 
cent 

... ... ... ... 

 2[4A. Float Glass Melting Furnaces (NESD) 27 per 
cent 

10 per 
cent 

... ... ... ... 

 5. Iron and Steel industries Rolling mill rolls 100 per 
cent 

100 per 
cent 

... ... ... ... 

 6. Match factories Wooden match frames 100 per 
cent 

100 per 
cent 

... ... ... ... 

 7. Mineral oil concerns (a) — Plant used in 
field operations (below ground) — 
Distribution — returnable packages (b) Plant 
used in field operations (below ground) but 
not including assets used in field operations 
(distribution) — Kerbside pumps including 
underground tanks and fittings 

100 per 
cent 

100 per 
cent 

... ... ... ... 

 8. Mines and quarries — (a) Tubs, winding 
ropes, haulage ropes and sand stowing pipes 
(b) Safety lamps 

100 per 
cent 

100 per 
cent 

... ... ... ... 

                                                 
1 Omitted by Notification No. GSR 788(E), dated 4-11-1994. 
2 Inserted by Notification No. GSR 500(E), dated 18-8-1998. 



 
 

1 2 3 4 5 6 7 
 9. Salt works — Salt pans, reservoirs and 

condensers, etc., made of earthy, sandy or 
clay material or any other similar material 

100 per 
cent 

100 per 
cent 

... ... ... ... 

 10. Sugar works Rollers 100 per 
cent 

100 per 
cent 

... ... ... ... 

III. Furniture and fittings       
 1[1. General Rates (NESD) 18.1 per 

cent 
6.33 per 

cent 
... ... ... ... 

 2. Rate for furniture and fittings used in hotels, 
restaurants and boarding houses; schools, 
colleges and other educational institutions, 
libraries; welfare centres; meeting halls, 
cinema houses; theatres and circuses; and for 
furniture and fittings let out on hire for use 
on the occasion of marriages and similar 
functions. (NESD)] 

25.88 
per cent 

9.5 per 
cent 

... ... ... ... 

 

IV. Ships       
 1. Ocean-going ships—       
 (i) Fishing vessels with wooden hull (NESD) 27.05 

per cent 
10 per 
cent 

... ... ... ... 

 (ii) Dredgers, tugs, barges, survey launches and 
other similar ships used mainly for dredging 
purposes (NESD) 

19.8 per 
cent 

7 per 
cent 

... ... ... ... 

 (iii) Other ships (NESD) 14.6 per 
cent 

5 per 
cent 

... ... ... ... 

 2. Vessels ordinarily operating on inland 
waters— 

      

 (i) Speed boats (NESD) 20 per 
cent 

7.07 per 
cent 

... ... ... ... 

 (ii) Other vessels (NESD) 10 per 
cent 

3.34 per 
cent 

... ... ... ... 

W.D.V.: means Written Down Value. 
S.L.M.: means Straight Line Method. 
Notes.—1. "buildings" include roads, bridges, culverts, wells and tube-wells. 
2. "factory buildings" does not include offices, godowns, officers and employees' quarters, roads, 

bridges, culverts, wells and tube-wells. 
3. "speed boat" means a motor boat driven by a high speed internal combustion engine capable of 

propelling the boat at a speed exceeding 24 kilometers per hour in still water and so designed that when 
running at a speed it will plane, i.e., its bow will rise from the water. 

4. Where, during any financial year, any addition has been made to any asset, or where any asset has 
been sold, discarded, demolished or destroyed, the depreciation on such assets shall be calculated on a pro 
rata basis from the date of such addition or, as the case may be, up to the date on which such asset has been 
sold, discarded, demolished or destroyed. 

5. The following information should also be disclosed in the accounts: 
 (i) depreciation methods used; and 
 (ii) depreciation rates or the useful lives of the assets, if they are different from the principal rates 

specified in the Schedule. 
6. The calculations of the extra depreciation for double shift working and for triple shift working shall 

be made separately in the proportion which the number of days for which the concern worked double shift 
or triple shift, as the case may be, bears to the normal number of working days during the year. For this 
purpose, the normal number of working days during the year shall be deemed to be— 

                                                 
1 Substituted by Notification No. GSR 756(E), dated 16-12-1993. 



 

 (a) in the case of a seasonal factory or concern, the number of days on which the factory or concern 
actually worked during the year or 180 days, whichever is greater; 

 (b) in any other case, the number of days on which the factory or concern actually worked during the 
year or 240 days, whichever is greater. 

The extra shift depreciation shall not be charged in respect of any item of machinery or plant which has 
been specifically, excepted by inscription of the letters "N.E.S.D." (meaning "No Extra Shift Depreciation") 
against it in sub-items above and also in respect of the following items of machinery and plant to which the 
general rate of depreciation of 1[13.91 per cent] applies— 
 (1) Accounting machines 
 (2) Air-conditioning machinery including room air-conditioners 
 (3) Building contractor's machinery. 
 (4) Calculating machines. 
 (5) Electrical machinery — switchgear and instruments, transformers and other stationary plant and 

wiring and fitting of electric light and fan installations. 
 (6) Hydraulic works, pipelines and sluices 
 (7) Locomotives, rolling stocks, tramways and railways used by concerns, excluding railway 

concerns. 
 (8) Mineral oil concerns — field operations: 
 2[(a) * * *] 
 (b) Prime movers. 
 3[(c) * * *] 
 (d) Storage tanks (above ground). 
 (e) Pipelines (above ground). 
 (f) Jetties and dry docks. 
 (9) Mineral oil concerns — field operations (distribution) — kerbside pumps, including underground 

tanks and fittings. 
 (10) Mineral oil concerns — refineries: 
 4[(a) * * *] 
 (b) Prime movers. 
 5[(c) * * *] 
 6[(d) LPG Plant] 
 (11) Mines and quarries: 
 (a) Surface and underground machinery (other than electrical machinery and portable 

underground machinery). 
 (b) Head-gears. 
 (c) Rails. 
 7[(d) * * *] 
 (e) Shafts and inclines. 
 (f) Tramways on the surface. 
 (12) Neo-post franking machines. 

                                                 
1 Substituted for "15 per cent" by Notification No. GSR 756(E), dated 16-12-1993. 
2 The word "Boilers" omitted by Notification No. GSR 756(E), dated 16-12-1993. 
3 The word "Process Plants" omitted, ibid. 
4 The word "Boilers" omitted ibid. 
5 The word "Process Plants" omitted by Notification No. GSR 756(E), dated 16-12-1993. 
6 Inserted by Notification No. GSR 416(E), dated 14-5-1993. 
7 The word "Boilers" omitted by Notification No. GSR 756(E), dated 16-12-1993. 



 

 (13) Office machinery 
 (14) Overhead cables and wires. 
 (15) Railway sidings. 
 (16) Refrigeration plant containers, etc. (other than racks). 
 (17) Ropeway structures: 
 (a) Trestle and station steel work. 
 (b) Driving and tension gearing. 
 (18) Salt works — Reservoirs, condensers, salt pans, delivery channels and piers if constructed of 

masonry, concrete, cement, asphalt or similar materials; barges and floating plant; piers, quays and 
jetties; and pipelines for conveying brine if constructed of masonry, concrete, cement, asphalt or 
similar materials. 

 (19) Surgical instruments 
 (20) Tramways electric and tramways run by internal combustion engines — permanent way: cars — 

car trucks, car bodies, electrical equipment and motors; tram cars including engines and gears. 
 (21) Typewriters. 
 (22) Weighing machines. 
 (23) Wireless apparatus and gear, wireless appliances and accessories.] 

1[* * *] 
2[7. "Continuous process plant" means a plant which is required and designed to operate 24 hours a 

day. 
8. Notwithstanding anything mentioned in this Schedule depreciation on assets, whose actual cost does 

not exceed five thousand rupees, shall be provided depreciation at the rate of hundred per cent:] 
3[Provided that where the aggregate actual cost of individual items of plant and machinery costing 

Rs. 5,000 or less constitutes more than 10 per cent of the total actual cost of plant and machinery, rates of 
depreciation applicable to such items shall be the rates as specified in Item II of the Schedule.] 

 
Appendix 2 

Specimen of e-Form 23AAC 
Application to Central Government for not providing depreciation 

[Pursuant to section 205(2)(c) of the Companies Act, 1956] 
Note: All fields marked in * are to be mandatorily filled. 

1. (a)*Corporate identity number (CIN) of company  XXXXXXXXXXXXXXX   
 (b) Global location number (GLN) of company     
2. (a) Name of the Company  TAR INFRASTRACTURE 

LIMITED   
 (b) Address of the registered office of the company  76, MALL ROAD, MHOW, DIST. 

INDORE 452161 
3. *Year for which permission is sought for 

  *From 01/04/2005  (DD/MM/YY) 31/03/2006  (DD/MM/YY) 

                                                 
1 Clause (24) omitted by Notification No. GSR 756(E), dated 16-12-1993. Earlier it was inserted by Notification 

No. GSR 416(E), dated 14-5-1993 and read as under: 
 "(24) Chemical benefication process for magnesite ore." 
2 Inserted by Notification No. GSR 756(E), dated 16-12-1993. 
3 Inserted by Notification No. 101(E), dated 1-3-1995. 



 

4. *Detailed reasons and justification in respect of the proposal  Yes  No 
The company is engaged in the infrastructure projects, having long gestation period, therefore, it 
is necessary to pay dividend to the members without providing depreciation as required under the 
provisions of the Act. 

5. If the company is a Government company whether the concurrence of administrative ministry is sought 
 Yes  No 

6. (a) *State whether permission is sought on the ground to declare dividend. If yes, 
  Yes  No 
 (b) Rate of dividend  5%  
 (c) Amount of dividend  500000  
7. (a) *Was the company defaulting in its payments to creditors or bankers or has any plan to re-

schedule its payments  Yes  No 
 (b) If yes, details of the same   
8. (a) *Whether the company has made any application for payment of managerial remuneration higher 

than the limits prescribed under Schedule XIII of the Companies Act.  Yes  No 
 (b) If yes, please enter the service request number(s) [SRN] of the same 
 (i) SRN 1   
 (ii) SRN 2   
9. *How is the interest of the stakeholders other than shareholders going to be affected by current share 

prices 
Shares of the company are not listed at any stock exchange. The book value of the shares of Rs. 10 
each is Rs. 11.50 per share. Therefore, the interest of any state holder shall not be affected. 

10. *Are there any special circumstances under which the permission is sought. The reasons could be acts 
of God or change in technology or general, pertaining to the economy or a sector as a whole or 
pertaining to business activities of the company alone. Supporting facts or figures or literature may be 
supplied 
Due to mega infrastructure projects, the company has acquired heavy machineries, which requires 
to make heavy provisions for depreciation in the initial years, these realities are always with the 
infrastructure companies 

11. *Detailed justification of public interest involved in the proposal 
There is no interest of the general public in the company, therefore, if the permission granted by 
the government, it shall not adversely effect the interest of the general public in any manner. 

12. *Amount of depreciation that is proposed not to be provided of (in Rs.) 8,00,000 

   

13. *Number of years in which the deferred depreciation is proposed to be provided for indicating the 
specific years of its commencement 
The company proposes to seek approval to defer the depreciation for a period of two years and 
proposes to provide depreciation from the year 2008-09. 

14. *How the company is going to make up for non provision of depreciation at the time when 
replacement of plant and machinery etc. become due. 
The machineries are having long serviceable life, where as the company has sought exemption for 
a period of two years only. The company shall have adequate internal resources to meet out 
replacement thereof at the relevant point of time. 

 

 

 



 

Attachments 

1. Certificate from company secretary or director certifying that no relevant 
facts material to the proposal have been concealed or misrepresented. 

Attach  

2. An undertaking that the company will not come up with any public issue or 
invite any fresh deposits in the next 18 months. 

Attach  

3. Copy of the Board of director's resolution in support of the company's 
proposal. 

Attach  

4. Shareholding pattern of promoters and their relatives. Attach  

5. Copy of concurrence of Administrative ministry   

6. Optional attachment(s) – if any.   

Declaration 
To the best of my knowledge and belief, the information given in this application and its attachments is 
correct and complete. 
I have been authorised by the Board of directors' resolution dated * 28/02/2006  
(DD/MM/YYYY) to sign and submit this application 
To be digitally signed by 

Managing director or director or manager or secretary of the 
company 

Puneet Agrawal 
 

 

For office use only 

Digital signature of the authorizing officer 
This e-Form is hereby approved   

This e-Form is hereby rejected   

Annexure 1 to Appendix 2 
Specimen of Certificate from director 

THIS IS TO CERTIFY that the Company has furnished all the relevant information and given 
complete disclosures in the prescribed application in e-Form 23AAC and no relevant facts material to the 
proposal has been concealed or misrepresented by the Company. 

Annexure 2 to Appendix 2 
Specimen of Undertaking 

I PUNEET AGRAWAL S/o Late Shri Prakash Chandra Agrawal, R/o 76, Mall Road, Mhow, being the 
Director of M/s Tar Infrastructure Limited having its Registered Office at 76, Mall Road Mhow, do hereby 
undertake that the company will not come up with any public issue or invite general public for fresh 
deposits within a period of the next 18 months from the date of this undertaking. 

Annexure 3 to Appendix 2 
Specimen of Board resolution 

RESOLVED THAT the consent of the Board of Directors of the Company e and is hereby granted to seek 
permission under section 205(2)(c) of the Companies Act, 1956 for non providing depreciation for a period 
from 2005-06 to 2007-08 and Shri Puneet Agrawal, Director of the Company be and is hereby authorised to 
give the certificate, undertaking and to sign and submit the application in the prescribed Form 23AAC to 
the Central Government for seeking permission for and on behalf of the company. 



 

 
Chapter 3 

 

Investigation of the Affairs of a Company 
Synopsis 

 Important Provisions at a Glance  
1. Appointment of inspectors by the Central Government  
2. Application of members to the CLB/Central Govt. is to be supported by evidence  
3. Whether complaint of managing director against the acts of other directors could be 

entertained by the CLB/Tribunal in a petition under section 397/398?  
4. Directors are not liable for commercial decisions  

5. Whether the recourse to investigation in the affairs of company under the Companies Act, 
1956, is the only way to launch prosecution in respect of alleged/suspected commission of 
cognizable offences under the IPC?  

6. Company or Court may declare for investigation  
7. Powers of investigation of other related companies  
8. Investigation Report of the Inspector  
9. Investigation into the membership of the company  
10. Number of members to apply to the CLB/Tribunal to prevent oppression  
11. Powers of the CLB/Tribunal to prevent oppression  
12. Petitioners not justified in alleging oppression  
13. Withdrawal of petition  
14. Unnumbered Petition  

Mismanagement 
15. Notices to the Central Government  
16. Powers of the CLB/Tribunal  
17. Procedure for obtaining relief against oppression and mismanagement  
18. Powers of the Central Government  
 18.1. Appointment of Government directors  
19. Power of the CLB/Tribunal to prevent change in the Board of directors of the company  
20. Interim Orders by the CLB/Tribunal  
21. Appeal against order of CLB passed under sections 397 and 398  
Appendix 1 Specimen of petition made under sections 397 and 398 of the Companies Act, 1956  
Appendix 2 Specimen of the General Power of Attorney to represent before the CLB/ 

Tribunal on behalf of the Member  

Important Provisions at a Glance 
Sl. No. Sections Matters dealt with Form Nos. 

1. 235 Investigation of the affairs of a company.  
2. 236 Application to the CLB/Central Govt. should be supported by the 

evidences. 
 

3. 237 Investigation of affairs of the company in other cases.  
4. 239 Powers of inspectors in investigation.  
5. 240 Production of documents and evidence.  
6. 240A Seizure of documents by inspector.  
7. 241 Report of inspector.  



 

8. 247 Investigation of ownership of a company.  
9. 397 Application to CLB/Tribunal for relief in cases of oppression.  



 
 

Sl. No. Sections Matters dealt with Form Nos. 
10. 398 Application to CLB/Tribunal for relief in the cases of mis-

management. 
 

11. 399 Right to apply under section 397 and 398.  
12. 402 Power of Central Govt. on application under section 397 and 398.  
13. 408 Power of CLB/Tribunal to prevent oppression or mismanagement.  
14. 409 Power of CLB/Tribunal to prevent change in the Board of directors.  
The investigations of the affairs of a company may be ordered by the Central Government or the 

CLB/Tribunal or the Courts. Different types of investigations are explained hereunder: 
1. Appointment of inspectors by the Central Government 

In terms of the provisions of section 235, the Central Government has power to appoint one or more 
inspectors to investigate the affairs of a company. The power of the Central Government under this section 
arises in the following two circumstances:— 
 (i) On receipt of a report from the Registrar of Companies that the information and explanation given 

by the company in response to his query discloses an unsatisfactory state of affairs or on material 
placed before him by a contributory or creditor or any other person interested that the business of a 
company is being carried on in fraud of its creditors or of person dealing with the company and on 
the basis of such report the Central Government may appoint one or more inspectors. 

 (ii) When the CLB/Tribunal receives a complaint in case of a company having a share capital, from 
not less than 200 members or members holding not less than one-tenth of the total voting power 
and in the case of a company not having share capital, from not less than one-fifth of the members 
on the register of members of the company. The CLB/Tribunal may after giving the parties an 
opportunity of being heard declare that the affairs of the company ought to be investigated. When 
the CLB/Tribunal makes such a declaration, the Central Government shall appoint one or more 
inspectors to investigate the affairs of the company. The members referred to above may be 
holding equity share or preference shares if there is preference capital. The investigation into the 
affairs of a company may appear to mean an investigation of all its businesses and all contracts 
and transactions. 

2. Application of members to the CLB/Central Govt. is to be supported by evidence 
Section 236 provides that when an application is made by members to the CLB/Central Govt., the 

CLB/Central Govt. may require the complainants to produce enough evidence to show that they have good 
reasons for requiring investigation. The CLB/Central Government may, before appointing the inspector, 
ask for such security upto Rs. 1,000 as it may deem fit. 

In a petition under section 397 acts of oppression should be in the matter of one's proprietary rights as 
a shareholder. The right under this section does not extend to one's claim to the office of a director. 

Exceptions to the rule: In the case of a family company or a company in the guise of partnership where 
there is an agreement, express or implied or articles so provide that the shareholders would participate in 
the management of the company, ouster of one of the shareholders from the management can be considered 
as an act of oppression. Where it is established that the company was in the guise of a partnership, removal 
of the petitioner as a director was held to be an act of oppression. [Dipak Mehta (1999) 33 CLA 393 
(CLB)]. 
3. Whether complaint of managing director against the acts of other directors could be entertained 
by the CLB/Tribunal in a petition under section 397/398? 

Normally, in a petition under section 397/398, the Board does not entertain complaints relating to 
directors, save in certain circumstances like a family company in the garb of quasi partnership firm. In the 
case of Dipak Mehta (1999) 33 CLA 393 (CLB), the company had taken over the business of partnership 
firm, with the petitioners as the only partners. In the AOA the petitioner was shown as managing director. 



 

The petitioners collectively held 35% shares. Therefore, grievance relating to removal of the petitioner as 
managing director could be entertained. 
4. Directors are not liable for commercial decisions  

The Board of directors cannot be accused of mismanagement for having taken a commercial decision 
just because a part of the amount loaned by the company bona fide, has not yet come back to the company. 
[UOI vs. Kopran Ltd. & ORS. (2007) 67 (I) CC (Comp. Sec.) 468 (Rep.) (CLB-Del) decided on: 
22.02.2006] 

5. Whether the recourse to investigation in the affairs of company under the Companies Act, 1956, is 
the only way to launch prosecution in respect of alleged/suspected commission of cognizable offences 
under the IPC? 

In the case of S.P. Gupta and Others v State (NCT of Delhi) and another (2006)132 Comp Cas 402 
(Del), the Delhi High Court held that the nature and scope of investigation to be conducted under Sections 
235 to 242 of the Companies Act is different from the nature and scope of the investigation to be conducted 
by the police. An investigation under Sections 235 to 242 is not an investigation of a criminal case. The 
purpose of investigation under the provisions of Companies Act is only to streamline the working of the 
company. Such investigation may reveal violation of rules and regulations by the office bearers or even 
commission of technical offences, which are punishable under the Companies Act for which investigation 
under the Code of Criminal Procedure may be uncalled for. But if such investigations revealed the 
commission of offences under the Indian Penal Code, Section 242 of the Act enacts an enabling provision 
under which the Govt. can also launch prosecution. 

Under Section 157 of the Code of Criminal Procedure it is obligatory on the part of the police officer 
to launch investigation if he suspected commission of a cognizable offence or if the commission of such an 
offence was brought to his notice. 

Even if there was no specific report and the police officer had only a suspicion, may be on the basis of 
an anonymous complaint, he is duty bound to investigate it. The provisions of sections 235 to 242 did not 
create any bar against an investigation by a police officer if cognizable offences punishable under the 
Indian Penal Code is suspected to have been committed with the affairs of the company. 
6. Company or Court may declare for investigation 

The members of a company by passing a special resolution or the Court may declare that the affairs of 
a company ought to be investigated by an inspector appointed by the Central Government. [Section 237] 

It is not necessary that for passing an order under section 237 (a)(ii) there should be a proceeding 
already before the Court; even a petition simpliciter can be entertained. 

Court can only make a declaration that affairs of company ought to be investigated by an inspector 
appointed by Central Government. Court cannot pass a declaration under section 237(a) for a fishing 
expedition. Unlike CLB (now Tribunal), there are no restrictions placed on Court even though Court will 
exercise its judicial discretion only on sufficient materials and only after it is convinced that situation 
warrants an investigation in interest of company as a whole. An isolated instance of mismanagement is not 
enough for Court to declare that an investigation is required. When a discretionary order under section 
237(a)(ii) is passed by proper Court with jurisdiction, unless there are compelling grounds appellate court 
will not interfere. Under section 237(a)(ii), Court cannot appoint directly inspector(s) to investigate into 
affairs of company. Mere allegations are insufficient to support an application to Court to act under section 
237(a)(ii) and material placed before Court should be such as to satisfy Court that a deeper probe into 
affairs of company is desirable in interests of company itself. Power of Court under section 237(a)(ii) is not 
equal to power of CLB under section 237(b). [Premier Plantations Ltd. v M. Ebrahimkutty (2002) 37 SCL 
804 (Ker)]. 

Before ordering an investigation, the CLB/Tribunal must be satisfied as to whether the circumstances 
of the case fall under one or other of sub-clause (i), (ii) or (iii) of clause (b) of section 237. Thus, the CLB 
would be within its power to order an investigation where the state of affairs of the company prima facie 



 

show that its business was not conducted on sound business principles and corporate practices but in a 
manner oppressive to its members and that the persons in the management of the company were guilty of 
grave irregularities causing prejudice to the interests of the company or its members or creditor. [Aditya 
Sharda v Rangoli Texdye (P) Ltd. (2005) 64 CLA 14 (CLB)]. 

Even a single shareholder can approach the Court under section 237(a)(ii) and neither section 235 nor 
section 237 controls section 237(a)(ii). 



 

The Central Government may also appoint an inspector if in its opinion or in the opinion of the 
Tribunal:— 
 (i) the business of the company is being conducted with intent to defraud its creditors, members or 

any other persons or otherwise for a fraudulent or unlawful purpose or in a manner oppressive of 
any of its members or that the company was formed for any fraudulent or unlawful purpose; 

 (ii) the person concerned with the formation of the company or management of its affairs have been 
guilty of fraud, misfeasance or other misconduct towards the company or towards any of its 
members; or 

 (iii) the members of a company have not been given all information as specified. 
Expression 'affairs of the company' is wide enough to include contravention of any law and again u/s 

237(b)(ii) read with clause (a) it is not obligatory on the part of the Government to prescribe the manner in 
which the report by the Inspector is to be made. 

A declaration u/s 237(a)(ii) should only be granted either where a party, having applied to the Central 
Government for an investigation, has failed despite sufficient grounds for it or, when the Court finds that a 
proceeding before it, under either section 397 or section 398, cannot satisfactorily terminate without such 
an investigation. 

Scheme of section 235 & 237 is clear that unless proper grounds existed from investigation of the 
affairs of a company; such investigation would not be lightly undertaken. An investigation might seriously 
damage a company and should not be ordered without proper material gathered in the manner provided in 
the Act. The department of the Central Government, which deals with companies, is presumed to be an 
expert body in company law matters. Therefore, the standard prescribed under section 237(b) is not the 
standard required of an ordinary citizen but that of an expert. [Rohtas Industries Ltd. (1969) 3 SCR 108]. 
7. Powers of investigation of other related companies 

The inspector appointed under section 235 or 237 shall have power to investigate into the affairs of any 
other body corporate which is or was at any time the company's holding company or subsidiary or whose 
managing director or manager was also the managing director or manager of the company. On the approval 
of the Central Government the inspector can also investigate the affairs of other body corporate whose 
Board of directors comprises of nominees of the company or of any person who was at any relevant time 
the managing director or manager of the company. 
8. Investigation Report of the Inspector 

The inspector may make an interim report, if so directed and shall also make his final report to the 
Central Government. The Central Government shall forward a copy of the report to:— 
 (a) the company and also to any other body corporate dealt with in the report; 
 (b) if it thinks fit, on request, to any person:— 
 (i) who is a member of the company or any other body corporate referred to above; or 
 (ii) who is a creditor of the company or the other body corporate. 
 (c) the Court or the CLB/Tribunal, where necessary. 
9. Investigation into the membership of the company 

Section 247 provides powers to the Central Government to appoint one or more inspectors to 
investigate and report on the membership of a company for the purpose of determining true persons— 
 (a) who are or have been financially interested in the success or failure of the company; or 
 (b) who are or have been able to control or materially to influence the policy of the company. 

The Central Government may also do so if the CLB/Tribunal, in the course of proceedings before it, 
declares by order that the affairs of a company ought to be investigated as to the membership for 
determining the matters referred to above. 



 

In this connection the Central Government or the CLB/Tribunal may also investigate the membership 
of any shares or debentures of a company by calling on any person who is considered to be interested on 
certain shares or debentures to give relevant information on those shares or debentures. 

Section 247 also empowers the CLB/Tribunal to direct that the shares covered by the order shall be 
subject to such restrictions as may be specified by the CLB/Tribunal. 
10. Number of members to apply to the CLB/Tribunal to prevent oppression 

Pursuant to section 399 not less than 100 members of a company having share capital or members 
holding not less that one-tenth of the total number of its members, whichever is less, or member or 
members holding not less than one-tenth of the issued share capital or in the case of a company not having 
share capital not less than one-fifth of the total number of its members may complain to the CLB/Tribunal 
that the affairs of a company are being conducted in a manner prejudicial to public interest. (See Appendix 
1 for Specimen of Petition). 

It was held in the case of Aska Investments (P) Ltd. v Grob Tea Co. Ltd. (2004) 60 CLA 194 (CLB) 
that to maintain a petition u/s 397/398, the shares on the strength of which the petition is filed should have 
been acquired legally. If the legality or factum of holding such shares is impugned, then that issue should 
be decided first before entering into the merits of the case. Where besides impugning the legality of 
acquisition of shares in the proceedings relating to petition u/s 397/398, the acquisition is also impugned by 
a separate petition under sub-section 3 of section 111A. In the separate petition CLB (now Tribunal) held 
that shares beyond 5% are not legally acquired, the register of members was required to be rectified in 
respect of shares beyond 5% and the same cannot be taken into account to consider the maintainability of 
the petition in terms of section 399. 

The Companies Act, 1956 does not prescribe any guidelines or format as to what should be the format 
or content of a 'consent letter'. The requirement of 'consent in writing' envisaged in section 399(3) would be 
satisfied if the consent letters threw some indication on the consenters having applied his mind to the 
various allegation made in the petition. [V. Shankar v South Indian Concerns Ltd. (1996) CLB (1997) 24 
CLA 54 (CLB)]. 

If a particular individual(s), who proposed to move an application under section 397 to 399 held one 
tenth of the shares, then no question of anybody's consent for such a petition would arise. They by 
themselves would be entitled to move the petition and need not seek for anybody's consent. When provision 
for consent of members is provided necessarily it was done to enable the person who actually wished to file 
the petition to do so with the consent of other shareholders when they together constituted one tenth of the 
shareholders. [Kuttanad Rubber Co. Ltd. v Ittiyavirah (1997) 88 Comp Cas 438 (Ker)]. 

A transferor, who holds shares for the benefit of the transferee and who files a petition under section 
397 or 398, is acting in the interest of his beneficiary, and is entitled to file such a petition and it is not open 
to the company to urge that the petition is not maintainable since the transferor has incurred no personal 
prejudice. 

Any one can file the petition on behalf of the requisite members, though he may not be personally 
holding the requisite number of one-tenth shares of issued capital. 

In the case of a deceased member whose name is still on the register of members, his legal 
representatives are entitled to petition under sections 397 and 398. 

Where after the applicant having obtained the consent in writing of the requisite members, had 
instituted the proceedings, some of the members withdrew their consent, the right of applicant to proceed 
with the application cannot be affected thereby. 
11. Powers of the CLB/Tribunal to prevent oppression 

If the CLB/Tribunal is of the opinion that the affairs of a company are being conducted in a manner 
prejudicial to public interest or in a manner oppressive to any member or members, the CLB/Tribunal may 
take such action as it deems fit [section 397]. Members mentioned above may also complain to the 
CLB/Tribunal that the affairs of a company are being conducted in a manner prejudicial to public interest 
or to the interests of a company or a material change has taken place in the management or control of a 



 

company and as a result of such change the affairs of a company will be conducted in a manner prejudicial 
to public interest or to the interests of a company [section 398]. Under section 401 the Central Government 
may itself apply to the CLB/Tribunal or authorise any person to make the application. 

As per section 397, any person, who is eligible to apply under section 399, can apply before the CLB that 
the affairs of the company are being conducted in a manner prejudicial to public interest or in a manner 
oppressive to any member or members, and that to wind-up the company would unfairly prejudice such 
member or members, but that otherwise the facts would justify the making of a winding-up order on the 
ground that it was just and equitable that the company should be wound-up. It is not necessary that in every 
case, the relief of winding-up should be made. It is an option with the Tribunal if it considers that in order to 
bring to an end the matters complained of, it can pass orders for winding- up if it is just and equitable or it can pass 
such order as it thinks fit. Similar is the position under section 398 also. 

The acts, which would amount to oppression to the members or mismanagement or material alteration 
in the control of the company or prejudicial to the interest of the company would depend upon facts of each 
case. [Maharashtra Power Development Corporation Ltd. v Dabhoi Power Co. (2004) 50 SCL 440 
(Bom)]. 
12. Petitioners not justified in alleging oppression 

If an alleged act of oppression arises out of the conduct of the petitioner themselves they cannot seek 
equitable remedy provided under section 397/398. The person that alleges oppression should come to the 
court with clean hands. [Talkies (P) Ltd. (2001) 40 CLA 289 (CLB)]. 

For relief under section 397 a conduct, which lacks in probity, conduct which is unfair to and which, 
causes prejudice to the petitioner in the exercise of his legal and proprietary rights, as a shareholder must be 
shown to exist. 

Where the membership of any person making the application is disputed, the application cannot be 
admitted unless the applicant is prima facie entitled to membership or his right to membership is 
indisputable or unchallengeable. 

Delay in seeking relief under both the sections will not by itself bar the remedy, but if the delay is 
evidence of acquiescence or condonation of a wrongful act, the CLB/Tribunal may not exercise its 
discretion in granting relief. 

Relief may be granted under section 397 only against continuous acts on the part of the majority 
shareholders oppressive to the minority. Mere isolated illegal acts do not amount to oppression. 

The cause of action to invoke the provisions of section 398 would arise only when there is material 
change in the Board of directors of the company. The withdrawal of directors and appointment of a person 
s director cannot be considered to be material so s to come under the purview of the section 398. [Winfred 
Investments Ltd. and Another v Mainstay Teleservices (P) Ltd. (2004) 60 CLA 17 (CLB)]. 
13. Withdrawal of petition 

A petition made shall not be withdrawn without the leave of the CLB/Tribunal, and where the petition 
has been prescribed by a member or members authorised by the Central Government under section 399(4), 
notice of the application for leave to withdraw shall be given to the Central Government. 
14. Unnumbered Petition 

Where two company petitioners have been filed u/s 397/398, including one unnumbered earlier 
petition, and the cause of action and the relief claimed in the earlier petition are entirely different from 
those of the present petition, the petitioner cannot draw any support from his earlier unregistered petition to 
show that he has locus standi to file the present petition. [L Chandramurthy v Pearl Insulations (P.) Ltd. 
(2005) 64 CLA 172(CLB)]. 

MISMANAGEMENT 
15. Notices to the Central Government 

Section 400 provides that where the CLB/Tribunal received a complaint under sections 397 and 398, 
copy of the complaint will be forwarded to the Central Government and shall take into consideration the 
representation, if any made to it by the Central Government. 



 

Shareholder has a right to participate in the management of a company through elected directors and 
make an application in case of mismanagement. When such a shareholder dies, his estate, which includes 
shares, devolves upon his legal representatives and consequently his legal representatives acquire right to 
approach the competent court for relief in case of alleged mismanagement of the company. [Arjun Tukaram 
Shetaonkar v Urmila Vaikunth Desai 40 CLA 309 (Bom)]. 

Where the second respondent has participated in the proceedings relating to a petition alleging 
mismanagement beforeteh CLB/Tribunal on merits, submitted his counter statement on the substance of the 
dispute, subjected to the jurisdiction of the CLB/Tribunal and concluded the arguments, without making 
any application u/s 8 of the Arbitration and Conciliation Act, 1996, he would be barred from seeking to 
refer the parties to arbitration. [Winfred Investments Ltd. and Another vs. Mainstay Teleservices (P) Ltd. 
(2004) 60 CLA 17 (CLB)]. 
16. Powers of the CLB/Tribunal 

The powers of the CLB/Tribunal has been given in section 402 of the Companies Act in respect of a 
complaint under section 397 or 398 and the order of the CLB/Tribunal may provide to the following:— 
 (a) the regulation of the conduct of the company's affairs in future; 
 (b) the purchase of the shares or interest of any members by other members or by the company; 
 (c) the termination or modification of any agreement entered into by the company with:— 
 (i) the managing director; 
 (ii) any other director; or 
 (iii) the manager. 
 (d) the agreement will be modified only after giving notice to the other party and after obtaining 

consent of the other party. 
 (e) the setting aside of any contract for transfer or delivery of goods done within 3 months before the 

date of the complaint; 
 (f) any other matter which in the opinion of the CLB/Tribunal it is just and equitable that provision 

should be made. 
17. Procedure for obtaining relief against oppression and mismanagement 

A petition under section 397 or 398 by the members shall be made to the CLB/Tribunal in Form 1 to 
CLB Regulations accompanied by prescribed fee alongwith the following documents: 

1. Documentary and/or other evidence, in support of the statements made in the petition, as are 
reasonably open to the petitioners; 

2. Documentary evidence in proof of the eligibility of and status of the petitioner(s) with the voting 
power held by each of them; 

3. Where the petition is presented on behalf of members, the letter of consent given by them; 
4. Statement of particulars showing names, addresses, number of shares held and whether all calls 

and other monies due on shares have been paid in respect of members who are giving consent to 
the petition being presented on their behalf; 

5. Where the petition is being presented by a member or members authorised by the Central 
Government under section 399(4), the order of the Central Government authorising such member 
or members to present the petition shall be similarly annexed to the petition; 

6. Affidavit verifying the application; 
7. Memorandum of appearance with a copy of the Board resolution or the executed vakalatnama, as 

the case may be; 
8. Three extra copies of the petition; 
9. Document evidencing payment of fee. 
10. Power of attorney to appear before the CLB/Tribunal (Appendix 2) 



 

18. Powers of the Central Government 
Section 408 provides that when a reference is made to the CLB/Tribunal by the Central Government or 

when an application is made to the CLB/Tribunal by not less than 100 members of a company or by 
members holding not less than one-tenth voting power, the CLB/Tribunal may make such inquiry as it 
deems fit and if satisfied that it is necessary to make the appointment in order to prevent the affairs of the 
company being conducted in a manner which is oppressive to any members of the company or which is 
prejudicial to the interests of the company or to public interest, the CLB/Tribunal may ask the Central 
Government to appoint such number of directors as the CLB/Tribunal may order for a period of upto three 
years at the time. 

The person so appointed by the Central Government shall hold office as director and shall not be liable 
to determination by retirement by rotation but such director or additional director may be removed by the 
Central Government from his office at any time and another person may be appointed by that Government 
in his place to hold office as a director or an additional director, as the case may be. [Section 408(4)] 

In the case of Union of India v CRB Resources (P.) Ltd. (2006) 67 SCL 289 (CLB-New Delhi) the 
Central Govt. has filed this petition u/s 397/398 of the Companies Act, 1956 complaining of 
mismanagement in the affairs of the company and had sought for declaration that the affairs of company 
were not being carried out in the public interest and also sought directions to prevent the conduct of affairs 
of the company in a manner prejudicial to the public interest. The CLB (now Tribunal) held that as far as 
the allegations in respect of the company was concerned, they were not substantive in nature warranting 
any order in terms of section 397/398 and as matter of fact, even the Central Govt. had not sought for any 
substantive order or direction other than an observation that the affairs of the company were not being 
carried out in the public interest and as such were prejudicial to the interest of the public and for a direction 
to the company to prevent the conduct of the affairs of the company in a manner prejudicial to the public 
interest and give other appropriate directions. 
18.1. Appointment of Government directors 

Where any director is appointed by the Central Government, it may issue such directions to the 
company as it may consider necessary. The Central Government may direct the company to remove its 
auditor's or/and appoint another or to alter the articles of the company and when such directions are given, 
they shall be deemed to have come into effect without any action being done by the company to comply 
with the directions. The Central Government may require the director appointed by it to report to the 
Government from time to time on the affairs of the company. 

Where substantial funds of the company have been diverted to other body corporate and there has been 
gross financial mismanagement in the company and no defence justifying various actions has been put 
forward, the Central Government will be justified in its prayer for removal of the Board of directors and 
appointment of government directors. [Central Government v Carews Pharmaceuticals Ltd. (2004) 60 
CLA 187 (CLB)]. 
19. Power of the CLB/Tribunal to prevent change in the Board of directors of the company 

In case of a public company or a private company which is a subsidiary of public company, where a 
complaint is made to the CLB/Tribunal by the managing director or any other director or manager that as a 
result of change which has taken place is likely to take place in the ownership of any shares in the 
company, a change in the Board of directors is likely to take place which would prejudicially affect the 
affairs of a company, the CLB/Tribunal may, if satisfied, direct that no change in the Board of directors 
shall take effect after the date of the complaint unless confirmed by the CLB/Tribunal. Any such order shall 
have effect notwithstanding anything contrary contained in any other provisions of this Act or in the 
Memorandum or Articles of the company or in agreement with or any resolution passed by the members or 
the Board, 
20. Interim Orders by the CLB/Tribunal 

The CLB/Tribunal shall have power when any such complaint is received by it, or to make order 
before making or completing enquiry. 



 

21. Appeal against order of CLB passed under sections 397 and 398 
An appeal from order passed in a petition under sections 397 and 398 by CLB will be laid before 

Bench consisting of two or more Judges for a preliminary hearing for purpose of admission of said appeal, 
and thereafter, matter can be listed before Company Judge for it disposal on merits. [Baljit Kaur Vohra v 
Dr. Vikramjit Singh Vohra (2004) 50 SCL 693 (P & H)] 

 

 

Appendix 1 
Specimen of petition made under sections 397 and 398 of the Companies Act, 1956 

BEFORE THE COMPANY LAW BOARD/NATIONAL COMPANY LAW TRIBUNAL 
PRINCIPAL BENCH AT NEW DELHI 

PETITION NO...... of 2006 
IN THE MATTER OF COMPANIES ACT, 1956 

SECTION 397 & 398 OF THE COMPANIES ACT, 1956 
AND 

IN THE MATTER OF PACKSET INDIA PRIVATE LIMITED 
(having its registered office at 103-104,Jaora Compound, Indore, Madhya Pradesh 

AND 
IN THE MATTER OF MR. SB 

S/O LATE MR. R.M. JAIN 
(R/o 17397 SW 36th Street, Miramar, FLORIDA, USA) 

The Applicant No.1 
AND 

IN THE MATTER OF CHAND INVESTMENTS LTD. 
(Incorporated under the USA Law and having its registered office at 6th Street, Miramar, USA) 

The Applicant No.2 
AND 

IN THE MATTER OF PACKSET INDIA PVT. LTD. 
(having its registered office at 103-104,Jaora Compound, Indore, Madhya Pradesh) 

The Respondent No.1 
AND 

IN THE MATTER OF PACKSET LTD. 
(a company incorporated under Belgium Law, and having its regd. office at, Antwerpen, Belgium) 

 
The Respondent No.2 

AND 
MR.LD 

R/o Actherdreef, Laarne, Belgium 
The Respondent No.3 

AND 
MR.JV 

R/o Plantinen Moretuslei, Antwerp, Belgium 
The Respondent No.4 

AND 
MR.RN 

Moulseri House, Kapashera Estate, New Delhi,110037 
The Respondent No.5 

AND 
MR. ACR 

Moulseri House, Kapashera Estate, New Delhi,110037 



 

The Respondent No.6 



 

AND 
MR. MV 

President Rooseveltplein, Kortijk, Belgium 
The Respondent No.7 

APPLICATION UNDER SECTIONS 397 AND 398 OF THE COMPANIES ACT, 1956 
Particulars of the Company 
1. That the Respondent No.1 PACKSET INDIA PRIVATE LIMITED (hereinafter referred to as 'the 

Company' or 'PACKSET INDIA') was originally incorporated in the name of PACKSET Systems 
Private Limited, under the Companies Act, 1956 (hereinafter referred to as 'the Act') vide Certificate 
of Incorporation No.XXXXXXXX on dated 28.02.2003 issued by the Registrar of Companies, 
Madhya Pradesh. (Certified true copy of the said Certificate of Incorporation is annexed and marked 
as Annexure 'A1') 

2. That subsequently, the Company's name was changed to PACKSET INDIA PRIVATE LIMITED 
through the special resolution passed by the members at their Extra Ordinary General Meeting held on 
24.04.2003 and consequently the fresh Certificate of Incorporation for change in the name of the 
Company from PACKSET Systems Private Limited to PACKSET India Private Limited was issued 
by the Registrar of Companies, Madhya Pradesh on dated 15.05.2003. (Certified true copy of the said 
Certificate of Incorporation is annexed and marked as Annexure 'A2') 

3. That the Registered Office of the Company is presently situated at 103-104,Jaora Compound, Indore, 
Madhya Pradesh. 

4. That the authorised share capital of the Company is Rs. 1,00,00,000 (Rupees One Crore only) divided 
into 1,00,00,000 (One Crore) Equity Shares of Rs. 1 (Rs. One) each. The issued subscribed and paid-
up share capital of the Company is Rs. 10,00,000 (Rs. Ten Lacs only) consisting of 10,00,000 (Ten 
Lacs) Equity shares of Rs. 1 (Rs. One) each, which was issued as fully paid-up at par against payment 
received in cash. 

5. That presently the Company is having only 3 (three) shareholders and their respective shareholdings 
on the date of this application are as under: 
Name of Shareholder No. of shares Total value of shares (Rs.) 
Mr. SB 50,000 50,000 
Chand Investments Ltd. 2,00,000 2,00,000 
PACKSET LTD. 7,50,000 7,50,000 
Total 10,00,000 10,00,000 
(Certified copies of the extract of the Register of Members and the latest Annual Return for the Annual 
General Meeting held on the 06.08.2004 filed under section 159 of the Act with the Registrar of 
Companies on 05.09.2004 are annexed and marked as Annexure 'A4' and 'A5') 

6. That the Company is having validly appointed 3 (three) directors in Board of directors of the 
Company as under: 

 1. Mr. SB: Director, w.e.f. 27.03.2003: Managing Director w.e.f. 01.08.2003 
 2. Mr. JV: Director, w.e.f. 27.03.2003 
 3. Mr. LD: Director, w.e.f. 01.08.2003 

And that none of the directors of the Company neither residing nor having any official residential 
address in India and that Mr. SB the Applicant No.1 being the Managing Director is having substantial 
powers to manage the affairs of the Company under the control and superintendence of the Board of 
directors as well as is presiding over all the Board meetings as the Chairman which were held after 
21.01.2005. 



 

7. That the main objects for which the Company was incorporated are set out in the sub-clauses 1 to 3 of 
Clause III (A) of the Memorandum of Association of the Company. (Certified copy of the MOA is 
annexed and marked as Annexure 'A5' and the latest audited Balance Sheet and Profit and Loss 
Account for the year ended 31st March, 2004 is annexed and marked as Annexure 'A6') 
Facts of the Case 

8. The Company was originally promoted by Mr. SJ Jain and Mr. PW and the said two promoters were 
the only initial subscribers to the Memorandum and Articles of Association of the Company and in 
terms of the Article No.36 they were also appointed as the First Directors of the Company. As the 
subscribers to the Memorandum and Articles of Association they subscribed for total of 200 (Two 
Hundred) Equity Shares of Rs. 1 each. 

9. That the Applicant No.1 Mr. SB, residing at SW 1036th Street, Miramar, Florida, USA acquired the 
Company from the original promoters through his family managed Company M/s Chand Investments 
Ltd. (herein after referred to as 'the Applicant No.2') on 27.03.2003 by investing Rs. 2,00,000 and got 
allotment of 2,00,000 Equity Shares of Rs. 1 each consisting of 99.90% share holding in the Company 
and it has appointed two directors in the Board namely, Mr. SB the Applicant No.1 and Mr. JV, the 
Respondent No.4 with the existing directors, thereby the Company became the subsidiary company of 
the Applicant No.2. 

10. That Mr. JV introduced PACKSET LTD. (herein after referred as the "Respondent No. 2") which has 
invested Rs. 7,50,000 (Rs. Seven Lacs Fifty Thousand only) towards the share capital and was allotted 
7,50,000 (Seven Lacs Fifty Thousand) Equity shares of Rs. 1 each on 06.04.2003 in the Company. It 
was mutually decided that the Mr. SB will be appointed as the Managing Director and he shall have 
the substantial powers to control and manage the affairs of the Company to establish the business 
activities in India under the control and superintendence of the Board of directors of the Company. 

11. That on 27.12.2003 the Company allotted 49,800 (Forty Nine Thousand Eight Hundred) Equity Shares 
of Rs. 1 each on payment for cash at par to the Applicant No.1 and also approved the transfer of 200 
Equity Shares of Rs. 1 in his favour. 

12. That on and after 27.12.2003 shareholding pattern of the Company is as under: 
 Name of Shareholder No. of shares % of the Total share capital 
 Mr. SB (Applicant No.1) 50,000 5% 
 Chand Investments Ltd.(Applicant No.2) 2,00,000 20% 
 PACKSET LTD. (Respondent No.2) 7,50,000 75% 
    Total 10,00,000 100% 

Thereby the total shareholdings of the Applicant No. 1 & No. 2 is consisting of 25% of the total paid-
up share capital and the Respondent No.2 is holding 75% shares in the Company. 

13. That the Company was set up in India, jointly with the Applicant No.1 and No.2 with the mutual 
understanding that they shall set up office in India and will arrange necessary main power and shall 
manage the affairs of the Company and the Respondent No.2 was to look after marketing and other 
related aspects. 

14. That after almost two years of hard work and dedicated efforts from both sides, the Company has 
stabilised its activities and under the dynamic leadership and business capabilities of the Applicant 
No. 1 and 2, the Company has earned a net profit of Rs. 44,18,906 (Rs. Forty Four Lacs Eighteen 
Thousand Nine Hundred Six) in a very short period of its operations (i.e.13 months from its 
incorporation) on the total employed capital of Rs. 10.00 Lacs (Rs. Ten Lacs) and for the year 2003- 
04 for a period about 9 months ended 31st December, 2004, which is based on the un-audited financial 
results, the Company has earned further net profit of Rs. ........... Thereby the Company's Equity 
Share's book value has substantially increased to about Rs. ..... and the Company has also earned 
significant amount of goodwill by establishing itself as a key player in software industry in the global 
market with talented and dedicated management of the Applicant No.1 and 2 even in the overall 



 

global recession of the software industry as a whole. On the basis of the past performance, reputation 
and future prospects, it has estimated goodwill about Rs. 150.00 Lacs in the present market scenario. 
Thereby, the present fair price of the shares of the Company is estimated Rs. 25 (Rs.Twenty Five) per 
Equity Share of Rs. 1 each. (Copy of the audited Balance Sheet as at 31st March, 2004 and the 
provisional un-audited Balance sheet up to the period ended 31st December, 2004 is enclosed and 
marked as Annexure 'A6 and A7') 

15. That the Respondent No. 2 has sent to the Applicant No.1 draft of the agreement with the resignation 
letter from the directorship of the Company on 7.02.2005 in which it has intent to take offer for 
transfer/purchase of shares on the total value of 1040 Euro Dollars for the 50,000 fully paid-up Equity 
Shares of Rs. 1 held by the Applicant No.1which comes about only Rs. 0.90 per share and the same 
offer was also proposed to the Applicant No.2 as against the estimated fair value of Rs. 25 per share. 

16. That the Applicant No.1 in response to the said offer after considering all the factors of the proposed 
draft agreement and other papers informed the Respondent No.2 on 15.02.2005 that the price offered 
for purchase of the equity shares owned by the Applicant No.1 & 2 is grossly under valued and also 
informed that, if the Respondent No.2 insist them for exit from the Company, they are prepared to exit 
in the best interest of the Company provided that the Respondent No.2 reconsider the price offered by 
them looking into the fair value of the equity shares considering the past performance, book value, 
future prospects and the goodwill of the Company. 

17. That the Respondent No.2 instead of reconsidering the offer price to purchase the equity shares from 
the Applicant No.1 & 2 has cut down the powers of the Managing Director and given instructions to 
all the employees to not to follow the directions of the Managing Director and restrain them to provide 
any financial and important business information as may be required by the Managing Director for 
smooth business operations from time to time. Further that with intention to manipulate with the 
profits of the Company, the Respondent No.2 has booked unlawful expenses about Rs. ....... and no 
approval of the Board was taken for any major expenses above the limit as decided by the Board at 
their meeting held on 10.08.2005. In order to obtain the proper information and enable to protect the 
interest of the Company, the Applicant No. 1 has given a letter on dated 8.03.2005 to Mr. SJ, the 
Finance Manager of Company by fax in which it was specifically mentioned that the matter is most 
urgent but nothing was provided by the Company to the Applicant No. 1. (Copy of the Letter dated 
08.03.2005 is enclosed and marked as Annexure'A8') 

18. That looking into the suspicious position to protect the interest of the company, the Applicant No.1 
has also made request vide Letter dated 08.03.2005 to UTI Bank Ltd. and IDBI Bank Ltd., the 
Bankers of the Company, at their branches at Indore (M.P.) not to entertain any transactions other than 
the payment of salaries, wages, taxes and Government dues and do not accept any change in the 
signatories for operation in the said Bank Accounts until and unless such resolution is signed by all the 
three directors of the Company. (Copy of the Letter given to Banks being annexed as marked and 
Annexure 'A9 to A11') and that on the instructions given by the Applicant No. 1, the Bankers had 
immediately stopped the banking transactions. Thereafter, on the Indemnity given by the Respondent 
No.2 on its own interest the said bankers has remitted the banking transactions of the Company from 
the said bank accounts. Therefore, the Respondent No. 2 is acting in excess of the capacity of the 
member and is directly interfering in the business of the Company in such a manner prejudice to the 
interest of the Company and its minority shareholders. 

19. That Respondent No.3 has issued a notice dated 05.03.2005 to the Applicant No.1 and the Respondent 
No.4 that in order to better management of the Company, it is proposed to broad base the Board by 
appointment of Mr.ACR, Mr.RN, and Mr.MY by passing resolutions by circulation to directors. The 
above said notice was not supported by any relevant information or background of the proposed 
appointees. Further that the above said notice was received by the Applicant No. 1 on 11.03.2005. 
(Copy of the said notice is enclosed and marked as Annexure 'A12') Immediately on receipt of the said 
notice the Applicant No.1 sent his representation to the Respondent No. 3 and asked certain 
information with advise that the proposed passing of resolution by circulations is in contravention of 



 

the provisions of section 289 of the Act and informed that he is exceeding his authority as a director of 
the company which will create unnecessary complications in future and will damage the interse 
relations of the directors of the Company. The Respondent No.3 has not given any reply to the 
Applicant No.1 on his letter. (Copy of the said Letter dated 12.03.2005 being annexed and marked as 
Annexure 'A13') 

20. That the Applicant No. 1 also informed to the Respondent No. 3 and 4 vide Letter dated 12.03.2005 
that in terms of the provision of section 289 of the Act, notice for passing resolution by circulation 
shall required to be sent to all the directors then in India, not being less in number then the quorum 
fixed for the meeting of the Board and to members at their usual address in India and further that the 
same shall is required to be approved by such of the directors as are then in India. In view of the 
residential status of all the directors, it is not legally possible at all to pass any resolution by 
circulation and the matter should be place before the next regular meeting of the Board of directors of 
the company. Copy of the said letter was also given to proposed appointees, the Respondent No.5, 6 
and 7 and requested them to confirm before taking any responsibility of director they should first 
check the validity of their appointment made by the Company. (Copy of the said Letter is annexed and 
marked as Annexure 'A13'). 

21. That the Respondent No.7 has in capacity of being a director of the company has issued a notice for 
passing a resolution by circulation for ceasing the powers of the Applicant No.1 as Managing Director 
of the Company. (Copy of the Notice is enclosed and marked as Annexure 'A14') The notice is itself 
invalid on the following grounds: 

(a) That the Respondent No.7 was not competent to act in the capacity of a director of the Company 
in view that his appointment was not made in accordance with provisions of section 289. 
Therefore, notice issued has no validity. 

(b) That the Notice for passing a resolution through circular was not sent to all the directors of the 
Company as it was not sent to the Respondent No.3. 

(c) That the appointment of the Respondent No.5 to 7 is in contravention of the provisions of 
section 289 of the Act and their respective appointment are void ab initio and they are not 
competent to take part in the decision making process of the Board of directors of the Company. 

(d) That in terms of the provisions of section 284 of the Act, the Board is not competent to remove 
any director or to curtail the powers of the Managing Director. The said section itself provides 
that a director may only be removed by the members in the general meeting and proper 
opportunity must be given to such director to submit his representation before the general 
meeting. 

(e) Therefore, the notice was issued by the Respondent No.7 without having knowledge of the 
Indian Companies Act and was in contravention to the provisions of the Act. The said notice 
was issued on the instance of the Respondent No.2, to remove the Applicant No.1 from the 
Company and to cut short his powers and put pressure on him to sell his shares on an unjustified 
price, which is totally hashing to both the Applicants and oppressive to them. 

22. That the appointment of the Respondent No.5 to 7 by passing resolution through circulation under 
section 289 of the Act, are void ab initio due to the following reasons and not maintainable at all: 

(a) That the Notice was not served in India to all the directors and that no quorum of the directors 
was available in India. 

(b) That Respondent No.3 has issued notice to the directors on 05.03.2005 without supporting the 
relevant details of background of the proposed appointees, necessity to broad base the Board, 
etc., therefore, the requirement of section 289 of the Act was not satisfied at all. 

(c) That the above said notice was received by the Applicant No.1 only on 11.03.2005 and without 
seeking consent or refusal of the Applicant No.1, all the directors were shown to have been 
appointed on or before 10.03.2005. 



 

23. That the notice for calling the Board meeting on 09.03.2005 issued on 10.03.2005 by the Respondent 
No.7 was also invalid on the following grounds: 

(a) That the Respondent No.7 was not having any authority to act as a director as his appointment it 
self is void. 

(b) That even after the Applicant No. 1 & 2 has raised objections for holding any Board/members' 
meetings outside India and requested to call all the meetings at the registered office of the 
company, notice was issued for calling the Board meeting on 19.03.2005 to consider the matters 
relating to calling an Extra Ordinary General Meeting on 28.03.2005 at Belgium, the place of 
the single shareholder who is directly interested in acquiring the Equity Shares of both the 
Applicants and a requisition was also moved to restrict the powers of the Applicant No.1 being 
the Managing Director of the Company is highly objectionable and is not in the interest of the 
Applicants. That there is sufficient ground to consider that both the Applicants if attended the 
meeting called outside India will be under the pressure of the Respondent No.2 and may be 
threatened for making signatures on some papers or documents for their own benefit which will 
be prejudice and oppressive to the interest of the company and its minority shareholders. 

(c) That notice of the Board Meeting was not given to the Respondent No.3 but was issued to the 
Respondent No.5 & 6 with the malafide intention to get their support for removing the 
Applicant No.1 from the office of Managing Director. 

(d) That the copy of the notice received from the Respondent No.2 was not send to the Applicant 
No.1 and the explanations to the charges against him for not working in the interest of the 
Company was not provided and moreover, no opportunity was given to the Applicant No.1 to 
furnish his statements before the Board and the principal of natural justice was totally denied. 
(Copy of the Notice is annexed and marked as Annexure 'A15') 

24. That on 10.03.2005 the Respondent No.7 has issued a notice in the capacity of a director of the 
Company for calling a meeting of the Board of directors on 19.03.2005 at the office of the Respondent 
No. 2 at Belgium alongwith the Agenda mentioning the following proposed businesses: 

(a) Convening an Extra Ordinary General Meeting on 28.03.2005 at the premises of the Respondent 
No.2 at Belgium to consider the matter relating to the removal of the Applicant No.1 from the 
office of the director as well as the Managing Director of the Company on the requisition given 
by the Respondent No.2 on 10.03.2005. 

(b) Authorising Mr. AH, the General Manager to operate the Bank Accounts. 
(c) Authorising the payments on behalf of the company. 
(d) Authorising Mr. AH, General Manager to sign certain documents on behalf of the Company. 

Therefore, it is crystal clear that the Respondent No.5 to 7 were appointed with malafide intention to 
form quorum at the Board Meeting and to remove the Applicant No. 1 and also to manipulate the 
funds of the Company in such a manner as reduce the net worth of the Company. That to put pressure 
on both the Applicants to exit from the company and sell their shares at the under valued price which 
is highly prejudice to the interest of the minority shareholders. 

25. That there was no proper physical Board meeting held after 11.07.2005. Thus, the Company has failed 
to hold Board meetings during the period of October, 2005 to December, 2005 and has committed 
default under the provisions of section 285 of the Act. 

26. That instead of considering matter of appointment of new directors in the regular physical Board 
meeting, making such appointments through passing of resolution by circulation is not proper and is 
prejudicial and oppressive to the interest of the Company and the minority shareholders and will also 
cause the serious mis-management of the affairs of the Company. 

27. That there are sufficient ground to form an opinion that Accounts/Finance Department of the Company 
is avoiding and concealing financial information/transactions from the Managing Director on the 
instructions of the Respondent No.2 and it can be suspected that on the directions and under the 
pressure of the Respondent No.2 the fake entries may be incorporated in the books of account of the 



 

Company to show the erosion of the net worth and to reduce the book value of the shares for the 
benefit of the Respondent No.2 so to avoid the payment at fair value to both the Applicants on the 
shares held by them in the Company. 

28. That the Chief Executive office of the Respondent No.2 vide his Letter dated 11.03.2005 has 
terminated an agreement for Techno-Management Consultancy entered into with Applicant No.2 
which was executed on 10.08.2005 without assigning any instance and reasons of such one sided 
decision. The act of Respondents No.2 in the case of termination of the valid Agreement was approved 
by the Board. That the said termination was done with the intention of building pressure and 
threatening them to expel out from the Company. Further that in the capacity of the shareholder the 
Respondent No. 2 and its officers has no powers to directly control the affairs of the Company and to 
revert back the decisions taken in the meeting of the Board. Therefore, the Respondent No.2 is making 
all the efforts and taking all the legal or illegal steps in its own interest on the cost of the losses and 
damages to be suffered by the Company with the clear cut mala fide intention to succeed in its target to 
expel out both the Applicants from the Company without paying the fair value of the Equity shares 
held by the Applicants. 

29. That on the instructions of the Respondent No.2 the meetings of the Board of directors and General 
meetings are to be called at Belgium, whereas all the meetings of the company should be held at the 
Registered Office of the Company or some other place convenient to all the directors and members of 
the Company. Therefore, the act of the Respondent No. 2 to 7 are highly oppressive to both the 
Applicants being the minority shareholders as it is inconvenient to them to participate/attend the 
meeting at a place which is in the control of the respondents where they will be under pressure to take 
any decision and further that it will also require substantial time and cost to attend the meeting. 

30. That the Respondent No.2 being the majority shareholder of the Company, are persistently flouting the 
decision of the Board and made it impossible for the applicants to carry out their right which has 
deprive the applicants of their ordinary membership rights. 
Jurisdiction of the Bench 

31. The applicant declares that the subject matter of the application is within the jurisdiction of the 
Company Law Board Principal Bench, New Delhi. 
Limitation 

32. The applicant further declares that the application is within the limitation, if any, applicable in respect 
of sections 397 and 398 of the Act. 
Prayer 
The applicants humbly prays to the Hon'ble Company Law Board/Tribunal to issue the following 
orders/directions on the application for providing the reliefs from the oppression and mis-management 
of the Company by the respondent No. 2: 
1. That the appointment of three additional directors made by passing resolution through 

circular to the directors be declared as null and void. 
2. That the Respondent No. 5 to 7 be restrain the act as a director of the Company and all 

the acts done by them in the capacity of the directors be declared as null and void. 
3. That All the meetings of the Board of directors of the Company held with the attendance 

and vote of the Respondent No. 5 to 7 be declared as void and be directed to re-considered all such 
matters in a meeting of the original three directors of the Company. 

4. That the action taken by the Respondent No. 2 for cession of the powers of the Managing 
Director and removal of the Applicant No. 1 from the office of the directors, including the 
resolution, if any passed by the general meeting on the requisition of the Respondent No. 2 be 
declared as void. 

5. That order be issued to prevent any change in the Board of directors and abrupt change in 
the management of the Company and prevent the control and management of well run Company 
from passing into the hands of unscrupulous directors whose object has often been to purchase the 



 

shares of both the Applicants and expel out them from the Company for their own personal gain. 



 

6. That orders be issued to call all the Board and General meetings of the Company in India 
at the Registered Office or such other place convenient to all the directors and the members of the 
Company. 

7. That the orders be issued for set aside the termination of the Techno Management 
Consultancy Agreement with the Applicant No. 2 and directions to pay the amount as per the 
contractual liabilities of the Company. 

8. That the orders be issued that all the expenses above Rs. 1,00,000 be investigated by the 
independent auditor appointed by the Company Law Board/Tribunal to ascertain the false 
accounting entries made in the Books of the Company on the instance or the directions of the 
Respondent No. 2 to negate the net worth as well as the book value of the shares of the Company 
with the mala fide intention of the Respondent No.2 and directions to make good the losses 
sustained by the Company and the minority shareholders by their oppressive act. 

9. That an Order be issued that the Shares of the Applicant No. 1 and to be acquired by the 
Respondent No. 2 on the fair price as may be valued by the independent valuer appointed by the 
Company Law Board/Tribunal. 

10. That the orders be issued to the Respondent No. 2 to pay the compensation and cost of 
the legal proceedings and mental harassment a sum of Rs. 1,00,000. 

11. That to give such ancillary and consequential directions as the Company Law 
Board/Tribunal may deem fit in the interest of the Company and its members. 

33. Particulars of the Bank Draft evidencing the payment of fee for the Petition made: 
 (a) Branch of the Bank on which drawn 
 (b) Name of the issuing Branch 
 (c) Demand Draft No. 
 (d) Date 
 (e) Amount 
Dated this ..... day of …….., 2006 
 
Petition drawn by: UKC 
Petitioner's Advocates for the Petitioners 

 
Appendix 2 

Specimen of the General Power of Attorney to represent before the CLB/ 
Tribunal on behalf of the Member 

BY THIS POWER OF ATTORNEY executed at ...... on ........., the .... day of ......., 2005 at ............., 
I, SB s/o Late Mr. RMJ, aged about 30 years, residing presently at 1739, Miramar, USA, in the capacity of 
the member of the Company holding 50,000 Equity Shares of Rs. 1 each, aggregating 5% of the total paid 
up share capital of ICIN PVT. LTD. a company incorporated under the Companies Act, 1956 and having 
its Registered Office at Vidhyapati, Race Course, Indore (M.P.) 452001 India, do hereby nominate, 
constitute and appoint Mr. AB s/o Mr. ……, aged about 35 years, residing at Vijay Nagar, Indore (M.P.) 
India, to be my true and lawful attorney/Authorised representative to act in my own name and on my behalf 
to do all or any of the acts, deeds and things, matters, namely: 

(1) To prepare, sign and file the petition/application before the CLB/Tribunal under section 397 and 
398 of the Companies Act, 1956 against the Company and the major shareholders M/s INV, who is 
controlling affairs of the Company in such a manner to oppressive and mis-management of the affairs of 
the Company, which is prejudice to the interest of the minority shareholders. 



 

(2) To appoint and discharge Advocate, consultant, solicitor, or any other legal practitioner to appear 
and plead before the CLB/Tribunal or any other appropriate authority in India for and on my behalf as the 
member of ICIN PVT. LTD. in respect to the matter relating to the ICIN PVT. LTD. and INV for 
safeguarding and protecting interest of my self and ICIN PVT. LTD. as he may consider appropriate. 

(3) To give all notices, commence any legal proceedings or use any other lawful means that may 
appear to my attorney desirable or necessary in order to safeguard or enforce my rights in the capacity of 
the member of ICIN PVT. LTD. in connection with my investments with full power to prosecute or 
discontinue any such proceeding and to compromise or submit to arbitration any matter in dispute or doubt. 

(4) To assent (if it seems to my attorney necessary or desirable), to any arrangement modifying my 
rights, privileges or duties in relation to any of my investments in ICIN PVT. LTD. 

(5) To execute and sign any contracts, obligations, declarations, bonds, indemnities, guarantees, 
consents, instruments whatsoever on my behalf as my attorney may think necessary or proper. 

(6) I hereby declares that the powers hereby given to my attorney shall be given the widest 
interpretation and shall be construed as an express authority to him to act for and deal with my affairs as 
fully & effectually as I myself could do. 

(7) I hereby agree to ratify and confirm all and whatsoever my attorney or any substitute or substitutes 
shall do or cause to be done by virtue of this power of attorney. 

WITNESS Signed and delivered by the within named 
SB 
Signed and accepted by 
AB 
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