





                   Dated: 18.05.2011

The Ministry of Corporate Affairs has issued several important circulars, notifications and press releases since January 2011. 
A brief on them is given for ready reference and favour of kind information please:
Many changes / modifications / amendments have been made, which have serious ramifications upon both the substantive as well as the procedural part of the Companies Act, 1956.
AMENDMENT TO SCHEDULE VI OF THE COMPANIES ACT, 1956

The Central Government has replaced and substituted the old Schedule VI with a new Schedule VI, which is the Form of the Balance Sheet.
This amendment shall come into force for the Balance Sheet and Profit / Loss Account to be prepared for the financial year commencing on or after 1st April, 2011.
(Notification No. SO 447(E) dated 28th February, 2011.)

Notification No. SO 653(E) dated 30th March, 2011.
FILING OF BALANCE SHEET AND PROFIT/LOSS ACCOUNT IN XBRL MODE

XBRL stands for eXtensible Business Reporting Language. It is a language for the electronic communication of business and financial data, which is revolutionising business reporting around the world. It offers cost savings, greater efficiency and improved accuracy and reliability to all those involved in supplying or using financial data. XBRL is an open, royalty-free software specification developed through a process of collaboration between accountants and technologists from all over the world.
As a consequence, the Schedule VI has been revised keeping in view the requirements of XBRL.

The MCA has mandated the following classes of companies to file their balance sheets and profit and loss account for the year 2010-11 onwards by using XBRL:
(i) All companies listed in India and their subsidiaries, including overseas subsidiaries;

(ii) All companies having a paid-up capital of Rs. 5 crore and above or a turnover of Rs. 100 crore or above.

The above mentioned companies are permitted to file their documents up to 30th September, 2011 without any additional filing fee.
(General Circular No. 09/2011 dated 31st March, 2011.)

Press Release by MCA on 28th March, 2011 COMPANIES (PARTICULARS OF

EMPLOYEES) AMENDMENT RULES, 2011

The limit of employees’ salary to be disclosed in the Directors Report has been enhanced from Rs. 24 lakhs per annum to Rs. 60 lakhs per annum. The same shall be applicable to all the Directors Reports approved by the Board of Directors on or after 1st April, 2011 irrespective of the accounting year of the annual account being

approved by the Board.
Notification No. GSR 289 (E) dated 31st March, 2011

General Circular No. 23/2011 dated 3rd May, 2011
AMALGAMATION OF GOVERNMENT COMPANIES

The MCA has prescribed a simplified procedure for the amalgamation of government companies u/s 396 of the Companies Act, 1956.

(General Circular No. 16/2011 dated 20th April, 2011)

MODIFICATIONS MADE TO SEVERAL EFORMS

The Central Government has modified and replaced the Forms 2, 3, 18, 23C and 32 with new versions, which have been made effective from 1st May, 2011.

(Notification No. GSR (E) dated 29th April, 2011.)

PAYMENT OF MCA FEES – ELECTRONIC MODE

To cut down on the service delivery time, the MCA has decided that with effect from 27th March, 2011, the MCA will accept payments up to Rs. 50,000/- only in the electronic mode. For payments exceeding Rs. 50,000/-, the same can be made either through electronic mode or challan mode.
However, with effect from 1st October, 2011, all payments on MCA, irrespective of the quantum, will be compulsorily made only through the electronic mode.

Circular No. HQ/9/2002 – Computerization dated 9th March, 2011
PROSECUTION OF DIRECTORS

The MCA has mandated that the Registrar of Companies should take extra care in examining cases where the following categories of Directors are identified for penal action:

a) Independent Directors of listed companies;

b) Government Nominee Directors in PSUs;

c) Nominee Directors appointed by public sector financial institutions in a company in

which such financial institution is an equity participant;

d) Directors nominated by the Government u/s 408 of the Companies Act, 1956.

No such Directors as indicated above shall be held liable if they had no knowledge of such act and the said act was committed without their consent or where such directors have acted in a diligent manner.

There should be proper application of mind on the part of Registrar of Companies in deciding whether a person to be implicated is an ‘officer in default’ by examining the Annual Return, Form 32(s) and DIN database available in the Registry.
(General Circular No. 08/2011 dated 25th March, 2011)
LIMITS ENHANCED FOR DIRECTORS’ RELATIVES

The Central Government has amended the Directors Relatives (Office or Place of Profit) Rules, 2003, as a result of which an application to the Central Government for appointment to an office or place of profit will have to be made only if the monthly remuneration exceeds Rs. 2,50,000/- (limit enhanced from Rs. 50,000/-). It has further been clarified that in cases where application has to be made to the Central

Government, then before making such an application, there must have been a Selection Committee in place which would have approved such appointment. Further, the constitution of the Selection Committee has also been specified for listed companies, unlisted companies and private companies.

(Notification No. GSR 614(b) dated 6th April, 2011.)

DIN RULES AMENDED DIN PROCESS SIMPLIFIED PAN DETAILS MANDATORY

The MCA has simplified and sped up the entire process for obtaining the Directors Identification Number (DIN). 
The entire application process has now been changed; it can be made only through the electronic mode and the physical submission of documents has been done away with. Further, if the DIN application is certified by a practicing professional like CS, CA, etc., then the MCA directly allots the DIN without any further verification.

However, if the DIN application is submitted online without any such certification of a practicing professional, then the MCA will first allot a provisional DIN and after verification of the application, will allot the final DIN. Similarly, if any changes have to be made in the DIN particulars, then the Form DIN-4 has to be submitted through the electronic mode only and no physical submission of documents is required. (Notification No. GSR (E) dated 26th March, 2011)

All existing DIN holders who had not furnished their PAN details at the time of obtaining the DIN are required to furnish their PAN details by filing DIN-4 by 31st May, 2011. (General Circular No. 11/2011 dated 7th April, 2011)
FORM 32 TO BE DIRECTLY TAKEN ON RECORD

Any eform 32 filed by a company and verified by a practicing professional, including cases where contested / conflicting eform 32 has been filed, shall be taken on record by the Registrar of Companies, without prejudice to the rights of the parties to settle the dispute, if any, in a court of competent jurisdiction.

(General Circular No. 20/2011 dated 2nd May, 2011)

NO GOVERNMENT APPROVAL FOR PAYMENT OF COMMISSION TO NON WHOLE TIME DIRECTORS

Central Government approval shall not be required by a company for making payment of remuneration by way of commission to a Non Whole Time Director in addition to the Sitting Fee, if the total commission to be paid to the Non Whole Time Director does not exceed 1% of the Net Profits if the company has a Whole Time Director, or does not exceed 3% of the Net Profits if the company does not have a Whole Time Director or Managing Director.
(General Circular No. 4/2011 dated 4th March, 2011.)
APPOINTMENT OF NATIONAL ADVISORY COMMITTEE ON ACCOUNTING STANDARDS

The Central Government has constituted an Advisory Committee called the National Advisory Committee on Accounting Standards, to advise the Central Government on the formulation and laying down of accounting policies and accounting standards for adoption by the different classes of companies under the Companies Act, 1956.
(Notification No. GSR 107(E) dated 19th January, 2011)
GENERAL EXEMPTION FOR ANNUAL ACCOUNTS OF SUBSIDIARY COMPANIES
General exemption has been granted and section 212 shall not apply to subsidiaries of companies which fulfill the following conditions:

i. The Board of the Company has by resolution given consent for not attaching the balance sheet of the subsidiary concerned.

ii. The company shall present in the annual report, the consolidated financial

statements of holding company and all subsidiaries, duly audited.

iii. The consolidated financial statement shall be prepared in strict compliance with

applicable Accounting Standards and, where applicable, theListing Agreement.

iv. The company shall disclose in the consolidated balance sheet the prescribed information.

v. The holding company shall undertake in its annual report that annual accounts of the subsidiary companies and the related detailed information shall be made available to shareholders of the holding and subsidiary companies seeking such information / inspection at any point of time. The holding company shall furnish a hard copy of details of accounts of subsidiaries to any shareholder on demand;

vi. The holding as well as subsidiary companies in question shall regularly file such data to the various regulatory and Government authorities as may be required by them.

vii. The company shall give Indian rupee equivalent of the figures given in foreign currency appearing in the accounts of the subsidiary companies along with exchange rate as on closing day of the financial year.

This exemption is effective for the financial year ending on 31st March, 2011 and financial year endings thereafter.
General Circular No. 02/2011 dated 8th February, 2011.

General Circular No. 03/2011 dated 21st February, 2011.
GENERAL EXEMPTION FOR B/S & P/L

The Central Government has granted a general exemption u/s 211 of the Companies Act, 1956 to six classes of companies (defence companies, export oriented companies, shipping companies, hotel companies, manufacturing companies and trading companies) from disclosing certain information as prescribed in the Profit and Loss Account subject to the fulfillment of the stipulated conditions.

Public Financial Institutions as specified under Section 4A of the Companies Act, 1956 have also been exempted from disclosing Investments as required under Paragraph (1) of Note (1) of Part-I of Schedule VI in their balance sheet subject to fulfillment of the prescribed conditions.
Notification No. SO 301(E) dated 8th February, 2011.

Notification No. SO 300(E) dated 8th February, 2011.
DELEGATION OF CERTAIN POWERS TO THE REGISTRAR OF COMPANIES & REGIONAL DIRECTOR

The Central Government has delegated the following powers and functions under the Companies Act, 1956 to the Registrar of Companies:

a) Change of Name of a Company – Section 21.

b) Incorporation of Non Profit Company – Section 25.

c) Conversion of public company to private company by alteration of articles - Proviso to Section 31(1).

d) Extension of time on instrument of transfer - Section 108(1D).

e) Change of Name under Part IX - Section 572.
The Central Government has delegated the following powers and functions under the Companies Act, 1956 to the Regional Director (these powers were already with the Regional Director and have been reiterated after the reorganization):

a) Rectification of Name of Company - Section 22.

b) Appointment of Auditors - Sub-Sections (3), (4), (7) and clause (a) of sub-section (8) of Section 224.

c) Contracts in which Directors are Interested - Section 297(1) Proviso.

d) Notice of applications u/s 391 & 394 - Section 394-A.

e) Notice of applications u/s 397 & 398 - Section 400.

f) Sanction to the Registrar of Companies for presenting petition for winding up - Second proviso to sub-section (5) of Section 439 and sub-section (6) of the said Section.

g) Extension of Time for calling general meeting by Liquidator - Section 496(1)(a).

h) Extension of Time for calling general meeting by Liquidator - Section 508(1)(a).

i) Exemption from filing statement in liquidation - Section 551(1).

j) Application for claiming money from Companies Liquidation Account - Clause (b) of sub-section (7) of Section 555 and the proviso to clause (a) of sub-section (9) of the said Section.

k) Permission for inspection of documents filed along with Prospectus with Registrar of Companies beyond prescribed period - Provisos to Section 610(1).

l) Application to High Court for production and inspection of books where offence suspected - Section 627.

Notification No. GSR 222(E) dated 17th March, 2011

Notification No. GSR 223(E) dated 17th March, 2011
COMPANIES TO BE DECLARED “DORMANT” FOR NON FILING

All Companies which have not filed their statutory annual filings for both Forms 20B and 23AC/23ACA since 2006, i.e. 2006-2007, 2007-2008 and 2008-2009 (i.e. have not done any of the six required filings), will not be allowed to file any other eform with the Ministry unless and until all such pending documents are filed. The status of such companies will be changed to “Dormant“. Each such company having the status as “Dormant” will have to file an application for normalising its status in eform 61 and once eform 61 is approved by respective Registrar of Companies, the company will be given a stipulated period of 21 days for filing all the due balance sheets and annual returns from the date of approval of eform 61. If all the due documents are not filed within this period, the company’s status will again be reverted to “Dormant” and it will have to follow the process of filing eform 61 once again. 
ADDITIONAL RD OFFICES CREATED

The Central Government has amended the Companies Regulations, 1956 and has restructured the offices of the Regional Directors by creating two additional regions being North West and North East. As a result, the Regional Director of the Western

Region shall have under his jurisdiction only the State of Maharashtra, Goa and the Union Territory of Daman & Diu.
The States of Gujarat, MP and Chhattisgarh will now fall in the jurisdiction of the Regional Director of the newly created North Western Region, which will be headquartered in Ahmedabad. 

Notification No. GSR 304(E) dated 6th April, 2011
CERTIFICATION OF E-FORMS BY PRACTISING PROFESSIONALS

The MCA is allowing the submission of eforms, which are digitally certified by practicing professionals without requiring the approval of the Registrar of Companies. However, if fraudulent filing is discovered upon enquiry by the MCA, then apart from prosecuting the offending company, the concerned practicing professional shall be debarred for a period of 30 days and shall not be allowed to enter or submit any document on the MCA portal.
As a result, the onus and responsibility upon the practicing professional has increased manifold and he has to ensure that there is due and proper compliance with the law whilst certifying any document for submission to the MCA.

(Circular No. 14/2011 dated 8th April, 2011)
NO GOVERNMENT APPROVAL FOR PAYMENT OF MANAGERIAL REMUNERATION:

The requirement of Central Government approval has been done away with in respect of unlisted public companies (which are not subsidiaries of listed companies) for payment of managerial remuneration in cases where such companies have no profits / inadequate profits, even if the remuneration exceeds Rs. 48 lakhs per annum, provided the companies meet the other conditions stipulated in Schedule XIII. 

(Notification No. GSR 70(E) dated 8th February, 2011)

MARKING OF EFORMS AS ‘HAVING MANAGEMENT DISPUTE’

Earlier, the MCA was following a system whereby in cases of management dispute, as a matter of regular process, each and every form filed by such company would be marked as ‘having management dispute’ and as a result of which, the forms would lie unapproved till such disputes were decided by the courts.
However, the MCA has now clarified that the Registrar of Companies shall not mark the eforms filed by a company as ‘having management dispute’ without the express directions or orders of the competent court to that effect.
(General Circular NO. 19/2011 dated 2nd May, 2011)
GREEN INITIATIVES IN CORPORATE GOVERNANCE

Service of documents upon members by UPC has been done away with and it will be considered sufficient compliance of Section 53 of the Companies Act, 1956 if a company serves documents through the electronic mode upon a member, provided the company has obtained and registered the updated email address of such member.
Similarly, it will be considered sufficient compliance of Section 219(1) of the Companies Act, 1956 if a company sends copies of the balance sheet, profit / loss account, etc., through the electronic mode to a member provided the company has obtained and registered the updated email address of such member and the website of the company displays the full text of such documents. 

Further, the MCA has also clarified that it will be considered sufficient compliance of Section 192A of the Companies Act, 1956 read with the Companies (Passing of the Resolution by Postal Ballot) Rules, 2001, if voting is done through the electronic mode, provided the electronic voting is done on an electronic platform of an authorised agency. The MCA has given the authority and approval to both NSDL and CDSL, subject to their obtaining the necessary Standardization Testing and Quality Certification for providing the necessary electronic platform for electronic voting.
Circular No. 17/2011 dated 21st April, 2011

Circular No. 18/2011 dated 29th April, 2011

Circular No. 21/2011 dated 2nd May, 2011
***
