Major Highlights of Companies Bill 2011
1. The new Companies Bill has 470 clauses and 7 schedules as against 658 sections and 15 schedules in Companies Act 1956.
2. A new concept of small company has been proposed. Companies having paid up capital not exceeding fifty lacs or turnover not exceeding two crores shall be classified as a Small Company.
3. As per the provisions of clause 203 of the Bill, every company belonging to such class as me prescribed is required to appoint Managing director/ Chief Executive Officer/ Manager/ Whole time Director and Company Secretary as a Whole time Key Managerial Personnel. Every Company Secretary being a KMP shall be appointed by a resolution of the Board which shall contain the terms and conditions of appointment including the remuneration. If any vacancy in the office of KMP is created, the same shall be filled up by the Board at a meeting of the Board within a period of six months from the date of such vacancy.
4. All Listed Companies and such other public Companies prescribed by central Govt. are mandatorily required to appoint Independent Directors. At least one third of BOD should comprise of Independent Directors. He can be appointed for two consecutive terms of five years and shall be eligible for reappointment after cooling period of three years.
5. For the first time duties of directors have been defined in the Bill. A director of a company shall:
i. Act in accordance with the articles of the company.
ii. Act in good faith in order to promote the objects of the company for the benefit of its members as a whole, and in the best interests of the company, its employees, the shareholders, the community and for the protection of environment.
iii. Exercise his duties with due and reasonable care, skill and diligence and shall exercise independent judgment. 
iv. Not involve in a situation in which he may have a direct or indirect interest that conflicts, or possibly may conflict, with the interest of the company.
v. Not achieve or attempt to achieve any undue gain or advantage either to himself or to his relatives, partners, or associates and if such director is found guilty of making any undue gain under sub-section (7), he shall be liable to pay an amount equal to that gain to the company.
vi. Not assign his office and any assignment so made shall be void.
6. The Financial Year of any Company can be only from April-March and only certain companies complying with certain conditions can have a different financial year with the approval of Tribunal. Under the Companies Act 1956, there was no restriction on the period of financial year. 
7. The maximum number of members, which a Private Company can have, is increased from 50, as provided in the Companies Act 1956, to 200. 
8. The share transfer agents, registrars and merchant bankers to the issue or transfer related to issue of shares, Chief Financial Officer and the Directors who are aware of the default subsisting in the company are brought under the ambit of ‘Officer in Default’. 
9. The concept of One Person Company has been introduced and the said company will be formed as a private limited company. 
10. Apart from Main Object clause in M/A, the Company cannot provide for other and ancillary object clause. 
11. As per clause 118 (10) of the Bill every company needs to follow Secretarial Standards specified by ICSI in respect to General Meetings and Board Meetings. Company Secretary is responsible for adherence to secretarial standards applicable to company.
12. As per clause 204 of the Bill, every listed company and such other companies prescribed by Central Govt., shall annex Secretarial Audit Report certified by Company secretary in practice with its Board Report. Board shall also explain in the Directors Report, the Qualifications and remarks made by Company secretary in practice in Secretarial Audit Report.
13. For commencement of business by public/private Company, following needs to be filed with the registrar of companies 
a. declaration by director in prescribed form providing that the subscribers have paid the value of shares agreed to be taken by them, and 
b. Confirmation that the company has filed a verification of its registered office, with the Registrar. 
14. The Bill governs the issue of all types of securities now, under the Companies Act 1956, only shares and debentures were covered. 
15. The companies who can file shelf prospectus will be prescribed by SEBI. Under the Companies Act 1956, only Public Financial Institution, Public Sector Banks and Scheduled Bank can issue Shelf Prospectus 
16. In addition to shares, return of allotment is required to be filed for all types of securities. 
17. As per clause 52(2) Securities Premium can be also applied for purchase of own securities by company or other securities.
18. Any company making any offer or invitation of securities under private placement has to allot the securities within 60 days of receipt of application money. 
19. The conditions under which the preference shareholders can vote on every resolution placed before meeting of shareholders has been changed. Now preference shareholders can only exercise such voting rights when dividends payable in respect of a class of preference shares are in arrears for a period of 2 years or more. 
20. Company cannot issue shares at discount other than as sweat equity. (clause 53)
21. Companies cannot issue Preference Shares which are redeemable after 20 years subject to an exception that a company may issue preference shares redeemable after 20 years for such infrastructure projects as may be specified subject to redemption of specified % of preference shares on annual basis. (clause 55)
22. Every company shall deliver Debenture Certificate within 6 months of allotment (clause 56)
23. The scope of sections related to transfer and transmission of securities has been widened and this section now deals with all types of securities. 
24. No reduction of capital will be allowed if the company is in arrears for payment of deposits, accepted either before or after the commencement of this Act, there was no such condition under the Companies Act 1956. 
25. As per the new Bill, only when the company issues prospectus or make an offer or invitation to the public or to its members exceeding five hundred for the subscription of its debentures, only then it is required to appoint a debenture trustee.
26.  The specific list of cases in which it was necessary to register the charge, as provided by in the Companies Act 1956 has been dispensed with. Now all types of charge would be required to be registered.  
27. As per provisions of section 159 of Companies Act, 1956, Annual returns has to be filed by company within 60 days of holding AGM  of company and stating facts as they stood on the date of AGM. But as per new Bill, Every company shall prepare a return in the prescribed form containing the particulars as they stood on the close of the financial year within 30 days of convening an AGM regarding;
(i) Its registered office, principal business activities, particulars of its holding, subsidiary and associate companies;
(ii) Its shares, debentures and other securities and shareholding pattern;
(iii) Its indebtedness;
iv) Its members and debenture-holders along with changes therein since the close of the previous financial year;;
(v) Its promoters, directors, key managerial personnel along with changes therein since the close of the last financial year;
(vi) Meetings of members or a class thereof, Board and its various committees along with attendance details;
(vii) Remuneration of directors and key managerial personnel;
(viii) Penalties imposed on the company, its directors or officers and details of compounding of offences;
(ix) Matters related to certification of compliances, disclosures as may be prescribed;
(x) Details in respect of shares held by foreign institutional investors; and
(xi) Such other matters as may be prescribed. In case of Companies with prescribed paid up capital and turnover, certification of annual return by practicing company secretary shall be mandatory. 
28. Section 383A relating to filing of Compliance Certificate signed by Company secretary in practice has been withdrawn and instead of this, Certification of Compliances by Company secretary in practice has been prescribed
29. Every listed company shall file a return in the prescribed form with the Registrar with respect to change in the number of shares held by promoters and top ten shareholders of such company, within fifteen days of such change. 
30. As per clause 94 of the Bill, Every company can only keep register of members, debentures or other securities and annual returns at any other place other than the registered office in India where more than one-tenth of the total members entered in the register of members reside and it is approved by special resolution. 
31. First Annual General Meeting of the Company shall be held within the period of 9 months from closure of its first financial year instead of 18 months from the date of the Incorporation, as provided in the Companies Act 1956. 
32. The quorum for public company will now depend upon the number of members of the Company will be considered as follows:
a. five members personally present if the number of members as on the date of meeting is not more than one thousand ,
b. fifteen members personally present if the number of members as on the date of meeting exceeds one thousand but up to five thousand, 
c. Thirty members personally present if the number of members as on the date of meeting exceeds five thousand
33. The provisions of the Postal Ballot shall be applicable to all the companies whether listed or unlisted. 
34. The resolution requiring special notice has to be moved by such number of members holding not less than one per cent of total voting power or holding shares on which an aggregate sum of not less than one lakh rupees has been paid-up which was not the requirement in the Companies Act 1956. 
35. Instead of transferring a fixed % of profits to reserve before declaring dividend every year , company can on their discretion transfer such % of profit to the reserve before declaring dividend as it deem necessary and moreover such transfer is also not mandatory. 
36. The Bill now recognizes the fact that books of accounts may be kept in electronic form also. 
37. The requirement of attaching the balance sheet, profit & loss account, report of board of directors , auditor report , statement of the holding company’s interest in the subsidiary and others reports as was required by section 212 of the Companies Act 1956 has been dispensed with. 
38. The Bill provides for provisions relating to re-opening or re-casting of book of accounts of the Company. 
39. The name of National Advisory Committee on Accounting Standards has been changed to National Financial Reporting Authority. The role of authority is to advise on matters related to auditing standard in addition to accounting standards. 
40. The Director’s report for every company except for One Person Company, shall have provide various types of additional information like number of meetings of the Board, Company’s policy on directors’ appointment and remuneration ; explanations or comments by the Board on every  qualification, reservation or adverse remark or disclaimer made by the Company Secretary in his secretarial audit report, particulars of loans, guarantees or investments etc 
41. The Bill now provides provisions related to Corporate Social Responsibility (CSR). Every company having net worth of rupees five hundred crore or more, or turnover of rupees one thousand crore or more or a net profit of rupees five crore or more during any financial year shall constitute a Corporate Social Responsibility Committee of the Board consisting of three or more directors, out of which at least one director shall be an independent director. The committee shall recommend the policy for CSR to the Board. The Board of every company to ensure that the company spends, in every financial year, at least two per cent of the average net profits of the company made during the three immediately preceding financial years, in pursuance of its Corporate Social Responsibility Policy and in case of failure to do, shall report the necessary reasons for not spending the same in their Board’s report. 
42. The benefit given to Private Companies to file their balance sheet & profit and loss account separately has been withdrawn. 
43. The Bill provides provision for compulsory rotation of individual auditors in every five years and of audit firm every 10 years in the listed company & certain other class of companies, as may be prescribed. 
44. No approval is required of central government for the appointment of cost auditor to conduct the cost audit. 
45. In prescribed class or classes of companies, there should be atleast 1 woman director. 
46. Out of all the Directors, atleast one director shall be a person who has stayed in India for a total period of not less than one hundred and eighty-two days in the previous calendar year. 
47. The maximum limit of directors in the Company has been increased to 15 from the 12, as provided in the Companies Act 1956, with a power to add more directors upon passing of Special Resolution. 
48. A person cannot become directors in more than 20 companies instead of 15 as provided in the Companies Act 1956 and out of this 20, he cannot be director of more than 10 public companies 
49. Directors are required to mandatorily forward their resignation along with detailed reason for resignation also to the Registrar within 30 days of resignation in prescribed manner. 
50. The Bill provides that Director can participate in the Board meeting through video conferencing or other audio visual mode as may be prescribed 
51. A notice of not less than seven days in writing is required to call a board meeting and notice of meeting to all directors shall be given, whether he is in India or outside India by hand delivery or by post or by electronic means.
52.  A Board Meeting may be called at shorter notice subject to the condition that at least one independent director, if any, shall be present at the meeting. However, in the absence of any independent director from such a meeting, the decisions taken at such meeting shall be final only on ratification thereof by at least one independent director.
53. At least 4 meetings should be held each year. There is no requirement of holding the meeting every quarter; the only requirement is that not more than 120 days shall elapse between two consecutive meetings. 
54. If during a financial year, a company is not having any profit or having inadequate profits than it shall pay remuneration to managerial person not exceeding the higher of limits prescribed under (A) and (B) below:
(A)
	Effective Capital
	Maximum Remuneration Payable

	Negative or less than 5 crores
	30 lakhs

	Between 5 crores and 100 crores
	42 lakhs

	Between 100 crores and 250 crores
	60 lakhs

	250 crores and above
	60 lakhs plus 0.01 % of effective capital in excess of 250 crores


(B) In case of a managerial person who was not a shareholder, employee or a director of the company at any time during the two years prior to his appointment as a managerial person – 2.5% of the current relevant profit.
Provided that the above limits shall be doubled if the resolution passed by the special resolution
55. Composition of Audit Committee has been changed. It shall now comprise of minimum 3 directors with majority of the Independent Directors and majority of members of committee shall be person with ability to read and understand financial statement. 
56. Every listed company and prescribed class or classes of companies, shall constitute the Nomination and Remuneration Committee consisting of three or more non-executive directors out of which not less than one half shall be independent directors. 
57. Every company which consists of combined membership of more than one thousand shareholders, debenture-holders, deposit-holders and any other security holders at any time during a financial year shall constitute a Stakeholders Relationship Committee consisting of a chairperson who shall be a non-executive director and such other members as may be decided by the Board. 
58. The limits for political contribution by company have been changed. Now instead of 5% as provided in the Companies Act 1956, contribution shall not exceed 7.5%. of the average net profits of the Company during the three immediately preceding financial years. 
59. Disclosure of interest by every director has been made mandatory and not discretionary, as was there in the Companies Act 1956. In case of private company also, an interested director cannot vote or take part in the discussion relating to any matter in which he is interested. 
60. The requirement of permission of central government for giving loan to Director as required in the section 295 of Companies Act 1956 has been dispensed with. 
61. The provisions related to inter-corporate loans and investment has been extended to include loan and investment to any person also. 
62. No approval of central government is required for appointment of any director or any other person to any office or place of profit in the company or its subsidiary .
63. The Bill provided provision related to prohibition on forward dealings in securities of company by director and key managerial personnel. 
64. The Bill now provides the provisions for prohibiting insider trading in the company. 
65. Provision related to appointment of Managing Director/Whole Time Diector/Manger shall also apply to private company. 
66. The appointment of Managing Director/Whole Time Director /Manager shall be approved by general meeting by special resolution instead of ordinary resolution and if appointment is not in accordance with schedule V (Schedule XIII in the Companies Act 1956), than approval of CG is also required. 
67. Now the powers of Registrar /Inspector to search and seizure under this Bill, has been extended to the places of Key Managerial Personnel, Auditors and Company Secretary in practice. 
68. For search or seizure of documents, Registrar need to take permission of special court instead of magistrate of first class or presidency magistrate as provided under the old law. 
69. The Central Government will establish Serious Fraud Investigation Office (SFIO) for investigation of frauds relating to a company. Till the time SFIO is not established, SFIO set up by Central Government to be used for the purpose of this section. The Central Government may under the prescribed situation may refer any matter for investigation into affairs of the Company, to SFIO. 
70. Now, the affairs of related company may be also be investigated while the inspector is making an investigation as to the ownership of the company. The said provisions were not prevalent under the Companies Act, 1956. 
71. Only persons holding not less than ten per cent of the shareholding or having outstanding debt amounting to not less than five per cent of the total outstanding debt as per the latest audited financial statement, shall be eligible to raise any opposition to an arrangement or compromise. 
72. The Tribunal may dispense with calling of a meeting of creditor or class of creditors where such creditors or class of creditors, having at least 90% value, agree and confirm, by way of affidavit, to the scheme of compromise or arrangement. 
73. The concept of treasury stock/Trust Shares has been abolished. 
74. An application for oppression or mismanagement shall be filed to National Company Law Tribunal instead of Company Law Board. 
75. Provisions for relief related to oppression and mismanagement has been combined under one provision, as opposed to the old law. 
76. The Bill provides for class action by not less than 100 Members or Depositors if the company is having share capital or by 1/5th of total members or depositors if company is not having share capital against the company.
77. Where any valuation is required to be made of any property, stocks, shares, debentures, securities or goodwill or any other assets (herein referred to as the assets) or net worth of a company or its liabilities under the provision of this Act , it shall be valued by a person having such qualifications and experience and registered as a valuer in such manner, on such terms and conditions as may be prescribed and appointed by the audit committee or in its absence by the Board of Directors of that company. 
78. The conditions under which registrar can remove the name of the company from its record has been changed and Company can be struck off from the register of ROC if the subscribers have not paid the value for the shares subscribed by them within 180 days from the date of incorporation or the declaration to this effect has not been filed by Director within 180 days from the date of incorporation. 
79. A new concept of Dormant Company has been brought into existence. Dormant Company is a company which has not entered into Significant Accounting Transaction during last two financial years or has not filed Annual returns and financial statements during last two financial years. This would allow a company to remain on the Register of Companies with minimal compliance requirements even without carrying on any operations.
80. The manner of declaring a company sick and process of its revival and rehabilitation has been completely rationalized. Any company and not only industrial company can be declared as sick company. Secured creditors representing 50% or more of the debt of the company and whose debt the company has failed to pay within 30 days of service notice, can apply to tribunal for declaring the company as sick or the company who fails to repay the debt of secured creditor representing 50% or more of debt, may also apply to tribunal for declaring itself sick. The criteria of erosion of 50% of the net worth for declaring the company as sick has been dispensed with. 
81. Any document or returns required to be filed under this Bill, if not filed within prescribed time, has to be filed within period of 270 days on payment of such additional fees as may be prescribed. 
82. Only offences punishable with fines are compoundable under the Bill. 
83. As opposed to Companies Act 1956, under the new Bill, a company can make buyback even if it had at any time defaulted in repayment of deposit or interest payable thereon, redemption of debentures or preference shares or payment of dividend to any shareholder or repayment of any term loan or interest payable thereon to any financial institution or bank, provided that default must have been remedied and a period of 3 years must have lapsed after such default ceased to subsist. 
84. NBFCs are not covered by the provisions relating to acceptance of deposits and they will be governed under rules issued by Reserve Bank of India. Company cannot accept deposit from persons other than its members and approval of shareholders will be required for the acceptance of the same. Such deposit can only be accepted subject to complying with necessary conditions. 

	
