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The Ministry of Corporate Affairs has notified 12th
S e p t e m b e r , 2 0 1 3

 as effective date for 9 8 s e c t i o n s
of 

the Companies Act, 2013 (hereinafter referred as ‘the Act’) vide its notification dated 12
th

 September, 

2013.   

And 

The Ministry of Corporate Affairs has notified on 
0 1 s t A p r i l , 2 0 1 4

 as effective date for 
1 8 3 s e c t i o n s

 of the 

Companies Act, 2013 (hereinafter referred as ‘the Act’) vide its notification dated 26
th

 March, 2014.  

 C e r t a i n i m p o r t a n t p r o v i s i o n s ( w h i c h h a v e b e c o m e e f f e c t i v e ) a r e b r i e f l y e x p l a i n e d b e l o w t o e n s u r et i m e l y c o m p l i a n c e b y t h e c o m p a n i e s .
 D E F I N I T I O N S ( S e c t i o n 2 )

� 
A s s o c i a t e C o m p a n y

 

o Section 2 (6) defines  Associate Company as the company in which another company holds at least 20% 

of total share capital ( and not only equity capital) or can have significance influence on business 

decisions due to agreement  or joint venture. 

o As per section 2 (76) Related party includes ‘Associate Company’. Hence, contract with Associate 

Company will require disclosure/ approval / entry in statutory register as is applicable to contract with a 

Related party. 

 

� 
E x p e r t

 

o Section 2 (38) defines an expert as a person who has authority to issue certificate e.g. Chartered 

Accountant, Company Secretary. 

o A stakeholder may claim damage from the expert under the Act. Hence, an expert should take utmost 

care while issuing certificate/giving advice to a company. An expert should maintain records to defend 

his position if claim is made against him. 

 

� 
F i n a n c i a l Y e a r

 

Section 2 (41) Now Financial year can only be 
1 s t A p r i l t o 3 1 s t M a r c h

. 

Important: All the Company/body corporate should align its financial year as per the provisions of this 

Act within a period of 2 years from 01.04.2014. 
i . e . u p t o 3 1 . 0 3 . 2 0 1 6 .

 

 

� 
F r e e R e s e r v e

 

o Section 2 (43) defines free reserve as amount available for distribution – as per the latest audited 

balance sheet – but excludes revaluation reserve and change due to change  in carrying value of its 

assets/liability routed through profit & loss account or otherwise. 

 

� 
N e t - w o r t h

 

o Section 2 (57), inter alia, includes securities premium account but excludes write back of depreciation in 

Net-worth. 

 

 

� 
O f f i c e r w h o i s i n d e f a u l t
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o Section 2 (60) includes Key Managerial Personnel ( i.e MD, CEO, CFO, Company Secretary and other 

prescribed persons). 

o Hence, Key Managerial Personnel should take utmost care while discharging their respective 

responsibility to avoid damage claim, penalty and prosecution under the Act. 

 

� 
O n e P e r s o n C o m p a n y

 

Section 2 (62) it means a company which has only one person as member. 

 

� 
P r i v a t e C o m p a n y

 

o Section 2 (68) permits a private company to have total members 
u p t o 2 0 0 p e r s o n s

. 

o It also excludes restriction of not accepting deposits from public, as section 76 permits only prescribed 

public company to accept deposit from public. 

o As per circular dated 13
th

 September, 2013, submissions of Memorandum & Articles of Associate of 

a private company to be incorporated must have clauses as per section 2 (68). 

 

� 
P u b l i c C o m p a n y

 

o Section 2 (71) defines public company to include a private company – which is a subsidiary of a public 

company.  The private company may have specific clauses as provided in section 2 (68). 

 

� 
R e m u n e r a t i o n

 

o Section 2 (78) provides computation of perquisites as per Income-Tax Act. 

 

� 
S m a l l C o m p a n y

 

o Section 2 (85) defines a small company as  a private company with 
p a i d - u p c a p i t a l

 not exceeding 
R s 5 0

 l a k h s
 or 

t u r n o v e r
not exceeding 

R s 2 C r o r e s
 

d u r i n g p r e v i o u s f i n a n c i a l y e a r
. 

o Small Company is given relaxation from complying with certain provisions of the Act. 

 

� 
S u b s i d i a r y C o m p a n y

 

o Section 2 (87) provides, inter alia, that that if a company hold more than one half of total share capital of 

other company, then the other company  will be subsidiary of the former company.  Hence, target 

percentage is more than 50% (and not 51% or more) and holding in total capital including preference 

shares is to be considered. 

------------------------------------------------------------------------------------------------------------------------------------------ 

� 
O N E P E R S O N C O M P A N YS e c t i o n 3 : F o r m a t i o n o f C o m p a n y

o No person shall be eligible to incorporate more than a 1 One Person Company or become nominee in 

more than one such company 
( S e c t i o n 3 : F o r m a t i o n o f C o m p a n y r e a d w i t h R u l e N o 3 ( 2 ) )

o Where the paid up share capital of a One Person Company exceeds Rs. 50 Lacs rupees or its average 

annual turnover during the relevant period exceeds Rs. 2 Crore rupees, it shall cease to be entitled to 

continue as a One Person Company. One Person Company can get itself converted into a Private or 

Public company after increasing the minimum number of members and directors.
( S e c t i o n 3 : F o r m a t i o no f C o m p a n y r e a d w i t h R u l e N o 6 ( 6 ) )
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� 
S e c t i o n 4 : M e m o r a n d u m

 

Objects Section in the Memorandum of Association of a company not required to be divided into Main, 

Ancillary and Other Objects. The company 
c a n n o t p r o v i d e f o r O t h e r O b j e c t s

. 

 

� 
C o m m e n c e m e n t O f B u s i n e s sS e c t i o n 1 1 : C o m m e n c e m e n t o f B u s i n e s s r e a d w i t h R u l e N o 2 4

 

To commence business a 
p u b l i c / p r i v a t e

 company needs to file the following with the Registrar of 

Companies:  

o A declaration by a director in prescribed form stating that the subscribers to the memorandum 

have paid the value of shares agreed to be taken by them, and 

o A confirmation that the company has filed a verification of its registered office with the Registrar 

o In the case of a company requiring registration from sectoral regulators such as RBI, SEBI etc, 

approval from such regulator shall be required.  

 

� 
R e g i s t e r e d O f f i c e O f C o m p a n y ( C o r r e s p o n d i n g S e c t i o n : 1 7 A , 1 4 6 , 1 4 7 )

 

o As per the 
S e c t i o n 1 2 ( 1 ) ( c )

 of the Companies Act,2013, companies are required to get its name, address 

of its registered office and the 
C o r p o r a t e I d e n t i t y N u m b e r

 along with telephone number, fax number, if 

any, e-mail and website addresses, if any, printed in all its business letters, billheads, letter papers and in 

all its notices and other official publications from 01/04/2014. 

 

� 
P R O V I S I O N S R E L A T E D T O A L L O T M E N T O F S H A R E S

 

o 
S e c t i o n 4 2 ( C o r r e s p o n d i n g S e c t i o n : 6 7 )

 

Companies are time bound to allot the shares within a period of sixty (60) days from the date of 

receiving application. If they fail to allot the shares within prescribed duration then the entire amount 

should be repaid by companies within 15 days to the respective applicants. 

 

Non repayment within prescribed duration would be considered as default & from the 76th day, the 

whole application money held by company will be treated as deposit. 

Further, application money received by the company for allotment of shares cannot be utilized for any 

other purpose & a separate bank account shall be maintained for receiving the application money from 

the applicant & all the transaction related to allotment shall be done through that account only. 

Cannot accept application money in cash and it should be through banking channel only. 
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 I n t h e l i g h t o f a b o v e m e n t i o n e d p r o v i s i o n s , o u r v i e w s a r e t h a t a l l t h e c o m p a n i e s s h a l l r e p a y t h ea p p l i c a t i o n m o n e y h e l d a s o n 3 1 . 0 3 . 2 0 1 4 b e f o r e 3 0 t h M a y 2 0 1 4 .
 

o 
S e c t i o n 6 2 - F u r t h e r I s s u e o f S h a r e C a p i t a l

 
( C o r r e s p o n d i n g S e c t i o n : 8 1 )

There are many changes in this sanction from previous Section 81, one of the major change is this is n o w a p p l i c a b l e f o r P r i v a t e C o m p a n i e s A l s o
. 

 

 

� 
P r o h i b i t i o n o n B u y - b a c k o f s h a r e s

 

o 
S e c t i o n 7 0

 prohibit buy back of shares through a subsidiary company or through an investment 

company. 

It also prohibits buy back of shares if default is made in repayment of Fixed Deposit, interest on Fixed 

Deposit, redemption of debenture/preference shares, payment of dividend and repayment of term loan 

or interest thereon to a financial institution/bank. However, it excludes default in payment of working 

capital facility/interest from a bank. 

 

� 
P R O V I S I O N S P E R T A I N I N G T O L O A N S / D E P O S I T S A C C E P T E D B Y T H E C O M P A N Y .

 

 

o 
S e c t i o n 7 3 ( P r o h i b i t i o n o n a c c e p t a n c e o f D e p o s i t s f r o m P u b l i c ( C o r r e s p o n d i n g S e c t i o n : 5 8 A ) :
 

It states that 
N o c o m p a n y w h e t h e r p u b l i c o r p r i v a t e c a n a c c e p t d e p o s i t f r o m a n y b o d y

 without 

complying with the provisions mentioned in Section 73.  

 

Section 73(2) (2) A
c o m p a n y m a y , s u b j e c t t o t h e p a s s i n g o f a r e s o l u t i o n i n g e n e r a l m e e t i n g

 and subject 

to such rules as may be prescribed in consultation with the Reserve Bank of India, 
a c c e p t d e p o s i t s f r o mi t s m e m b e r s

 on such terms and conditions, including the provision of security, if any, or for the 

repayment of such deposits with interest, as may be agreed upon between the company and its 

members, subject to the fulfillment of the conditions mentioned in this section. 

Important: Clause (viii) of Rule 2(c) specifically 
e x c l u d e s l o a n s f r o m d i r e c t o r s

 from the purview of 

deposit definition if the director gives a declaration that the amount he is lending is not out of borrowed 

funds.  
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Important: Clause (vi) of Rule 2(c) 
e x c l u d e s l o a n s r e c e i v e d f r o m a n y o t h e r c o m p a n y

 from the definition 

of Deposits. 

There are many other exclusion given in Rule 2(c) of Rules of Chapter V. 

 T o s u m u p a n y c o m p a n y w h e t h e r p u b l i c o r p r i v a t e c a n a c c e p t l o a n o r d e p o s i t f r o m d i r e c t o r s ( s u b j e c tt o o b t a i n i n g a d e c l a r a t i o n ) a n d a n y o t h e r c o m p a n y w h e t h e r p r i v a t e o r p u b l i c ( s u b j e c t t o t h er e s t r i c t i o n s i m p o s e d b y S . 1 8 0 ( 1 ) ( c ) , o f t h e A c t ) a p a r t f r o m b a n k s a n d f i n a n c i a l i n s t i t u t i o n s . I f a n yc o m p a n y i s d e s i r o u s o f o b t a i n i n g l o a n f r o m a n y o t h e r p e r s o n t h e n t h e y h a v e t o c o m p l y w i t h t h eD e p o s i t r u l e s w h i c h i n c l u d e o b t a i n i n g c r e d i t r a t i n g , i s s u i n g c i r c u l a r , c r e a t i n g d e p o s i t r e p a y m e n tr e s e r v e a c c o u n t , e t c .
 

 

o 
S e c t i o n 7 4 - R e p a y m e n t o f D e p o s i t s , e t c a c c e p t e d b e f o r e c o m m e n c e m e n t o f t h i s a c t ( N e w P r o v i s i o n ) :

 S e c t i o n 7 4 ( 1 )
 Where in respect of

a n y d e p o s i t a c c e p t e d b y a c o m p a n y b e f o r e t h ec o m m e n c e m e n t o f t h i s A c t , t h e a m o u n t o f s u c h d e p o s i t o r p a r t t h e r e o f o r a n y i n t e r e s t d u e t h e r e o nr e m a i n s u n p a i d o n s u c h c o m m e n c e m e n t
 or becomes due at any time thereafter, the company shall— 

(a) 
f i l e F o r m D P T - 4 , w i t h i n

 a period of 
t h r e e m o n t h s

 from such commencement or from the 

date on which such payments, are due, with the Registrar a statement of all the deposits accepted by 

the company and sums remaining unpaid on such amount with the interest payable thereon along with 

the arrangements made for such repayment, notwithstanding anything contained in any other law for 

the time being in force or under the terms and conditions subject to which the deposit was accepted or 

any scheme framed under any law; and 

(b) 
r e p a y w i t h i n o n e y e a r f r o m s u c h c o m m e n c e m e n t

 or from the date on which such payments are 

due, whichever is earlier. 

 

o 
S e c t i o n 1 8 0 - B o r r o w i n g i n e x c e s s o f p a i d - u p c a p i t a l a n d f r e e r e s e r v e ( C o r r e s p o n d i n g S e c t i o n : 2 9 3 )

 S e c t i o n 1 8 0
 of the Act, inter alia, requires that a company cannot borrow in excess of its paid-up capital 

& free reserve 
u n l e s s i t i s a p p r o v e d b y s p e c i a l r e s o l u t i o n

. 

Section 180 does not exempt a private company. Hence, a private company is also required to pass 

special resolution if its proposed borrowing with its existing borrowing exceeds its paid-up capital and 

free reserves. A s p e r G e n e r a l C i r c u l a r d a t e d 2 5 . 0 3 . 2 0 1 4 - r e s o l u t i o n p a s s e d e a r l i e r p u r s u a n t t o s e c t i o n 2 9 3 w i l lr e m a i n i n e f f e c t t i l l 1 2 . 0 9 . 2 0 1 4 o n l y .
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� 
D u t y t o r e g i s t e r c h a r g e s , e t c . ( C o r r e s p o n d i n g S e c t i o n : 5 8 A )

 

o As per 
S e c t i o n 7 7

 of the Companies Act, 2013 all type of charges would require to be registered. 

The section doesn’t specify any list of event’s under which the charges is required to be registered as per 

the provisions of Companies Act, 1956 

 

 

� 
A N N U A L G E N E R A L M E E T I N G & A N N U A L R E T U R N

o 
S e c t i o n 9 2 ( C o r r e s p o n d i n g S e c t i o n : 1 5 9 , 1 6 0 , 1 6 1 , 1 6 2 )
Every Company whether having share capital or not should file Annual Return with registrar within 60 

days of A.G.M, this provision is also the same in previous act. 

Now Annual Return should carry information upto the date of closure of financial year, not upto the 

date of A.G.M. and all the information pertaining to Annual Return is required to be maintained for the 

said financial year. (
N O W I N F O R M A T I O N W I L L B E G I V E N F R O M A P R I L T O M A R C H

) 

Now extract of Annual Return shall form part of Board’s Report. 

o 
S e c t i o n 9 6 ( C o r r e s p o n d i n g S e c t i o n : 1 6 6 )
Now Company is required to held its 

F i r s t A n n u a l G e n e r a l M e e t i n g w i t h i n t h e p e r i o d o f 9 m o n t h s f r o mt h e c l o s u r e o f i t s f i r s t F i n a n c i a l Y e a r i n s t e a d
 of 18months from the date of Incorporation as provided in 

Companies Act, 1956. A G M c a n o n l y b e h e l d b e t w e e n 9 a . m . t o 6 p . m .
 R E L A T E D T O M E E T I N G S O F B O A R D & M E M B E R

 

� 
E x p l a n a t o r y S t a t e m e n t f o r s p e c i a l b u s i n e s s ( C o r r e s p o n d i n g S e c t i o n : 1 7 3 )

 

o 
S e c t i o n 1 0 2

, inter alia, provides that an explanatory statement for a special business must provide 

nature of interest of every director, Key Managerial Personnel and their relatives. 

If the proposed transaction is with a company, then shareholding in other company by its promoter, 

directors, Key Managerial Personnel is to be stated in the statement provided it exceeds 2% in other 

company. 
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� Q u o r u m f o r s h a r e h o l d e r s ’ m e e t i n g ( C o r r e s p o n d i n g S e c t i o n : 1 7 4 )
 

o 
S e c t i o n 1 0 3

 has prescribed new quorum requirement 
f o r p u b l i c c o m p a n i e s

 which is as follows: N o . o f m e m b e r s a s o n d a t e o f M e e t i n g Q u o r u m R e q u i r e m e n t
1000 or less 5 members personally present 

1000-5000 15 members personally present 

More than 5000 30 members personally present 

 T h e q u o r u m r e q u i r e m e n t f o r p r i v a t e c o m p a n i e s r e m a i n s s a m e a t 2 m e m b e r s .
 

� 
C h a i r m a n o f a g e n e r a l m e e t i n g ( C o r r e s p o n d i n g S e c t i o n : 1 7 5 )

 

o 
S e c t i o n 1 0 4

 provides that members present at the meeting will appoint one of them as Chairman for the 

meeting on show of hands unless the articles of the company provides otherwise. 

It is advisable to amend articles to provide that the Chairman of the Company’s Board will be the 

Chairman of a general meeting. 

 

� 
M e e t i n g O f B o a r d ( C o r r e s p o n d i n g S e c t i o n 2 8 5 , 2 8 6 )

 

o 
S e c t i o n 1 7 3 :

Every company shall hold the 
f i r s t m e e t i n g

 of the Board of Directors 
w i t h i n 3 0 d a y s

 of the 

date of its incorporation and thereafter 
h o l d a m i n i m u m n u m b e r o f 4 m e e t i n g s

 of its Board of Directors e v e r y y e a r
 in such a manner that 

n o t m o r e t h a n 1 2 0 d a y s s h a l l i n t e r v e n e b e t w e e n t w o c o n s e c u t i v em e e t i n g s
 of the Board 

 

� 
R E Q U I R E D T O A P P O I N T A N I N T E R N A L A U D I T O R

 

 

o 
S e c t i o n 1 3 8 R e a d w i t h R u l e 1 3 o f T h e C o m p a n i e s ( A c c o u n t s ) R u l e s , 2 0 1 4

 

 The following class of companies shall be 
r e q u i r e d t o a p p o i n t a n i n t e r n a l a u d i t o r o r a f i r m o f i n t e r n a la u d i t o r s

 on or before 30.09.2014:- 

• every listed company 

• every unlisted public company having: 

o paid up share capital of fifty Crore rupees or more during the preceding financial year; 

or 

o turnover of two hundred Crore rupees or more during the preceding financial year; or 
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o outstanding loans or borrowings from banks or public financial institutions exceeding Rs 

100 Crore or more at any point of time during the preceding financial year; or 

o outstanding deposits of Rs 25 Crore or more at any point of time during the preceding 

financial year; and 

• every private company having 

o turnover of Rs 200 Crore or more during the preceding financial year; or 

o Outstanding loans or borrowings from banks or public financial institutions exceeding Rs 

100 Crore or more at any point of time during the preceding financial year.    

The internal auditor shall either be a chartered accountant or cost accountant or such other professional 

as may be decided by the board. That person may/may not be an employee of the company. 

 

 

� 
A P P O I N T M E N T O F A U D I T O R

o 
P u r s u a n t t o S e c t i o n 1 3 9 o f t h e C o m p a n i e s A c t , 2 0 1 3 ( C o r r e s p o n d i n g S e c t i o n : 2 2 4 )

 

Every company shall, at the 
f i r s t a n n u a l g e n e r a l m e e t i n g

, appoint an individual or a firm as an auditor 

who shall hold office 
f r o m t h e c o n c l u s i o n o f t h a t m e e t i n g t i l l t h e c o n c l u s i o n o f i t s s i x t h a n n u a l g e n e r a lm e e t i n g

 and thereafter till the conclusion of every sixth meeting and the manner and procedure of 

selection of auditors by the members of the company at such meeting shall be such as may be 

prescribed: 

Provided that the company shall place the matter relating to such appointment for ratification by 

members at every annual general meeting: 

Provided also that the company shall inform the 
a u d i t o r

concerned of his or its appointment, and also f i l e a n o t i c e o f s u c h a p p o i n t m e n t w i t h t h e R e g i s t r a r w i t h i n f i f t e e n d a y s o f t h e m e e t i n g
 in which the 

auditor is appointed. 

 

 

� 
D I S C L O S U R E O F I N T E R E S T ( C o r r e s p o n d i n g S e c t i o n : 2 9 9 & 3 0 1 )

o According to 
S e c t i o n 1 8 4

 of The Companies Act 2013 (herein after referred to as an “Act”) every director 

is required to disclose his concern or interest in any company or companies or bodies corporate 

(including shareholding interest), firms or other association of individuals, by giving a notice in writing in F o r m M B P - 1 .
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Every director shall at the first meeting of the Board in which he participates as a director and thereafter 

at the first meeting of the Board in every financial year or whenever there is any change in the 

disclosures already made, then at the first Board meeting held after such change, disclose his concern or 

interest in any company or companies or bodies corporate, firms, or other association of individuals 

which shall include the shareholding, 

 

o According to Section 179 (3) (k), the Board of Directors of a company shall exercise the power to take 

note of the disclosure of director’s interest and shareholding. 

 

o According to Section 117(3) (g) of the Act resolutions passed in the sub section (3) of section 179 shall be f i l e d w i t h R e g i s t r a r w i t h i n 3 0 d a y s o f p a s s i n g t h e r e s o l u t i o n .P e n a l t y
:  If a director of the company contravenes the provisions of section 184 of the Act then such 

director shall be punishable with imprisonment for a term which may extend to one year or with fine 

which shall not be less than 
f i f t y t h o u s a n d r u p e e s

 but which 
m a y e x t e n d t o o n e l a k h r u p e e s , o r w i t hb o t h

. 

 

o 
T h u s i t i s n e c e s s a r y f o r a l l t h e c o m p a n i e s t o o b t a i n d e c l a r a t i o n i n F o r m M B P 1 f r o m a l l i t s d i r e c t o r sa n d h a s t o f i l e t h e s a m e w i t h M C A i n f o r m M G T 1 4 w i t h i n 3 0 d a y s o f t h e f i r s t b o a r d m e e t i n g i n t h ef i n a n c i a l y e a r .

 

 

 

� 
L O A N A N D I N V E S T M E N T B Y C O M P A N Y

 

 

� 
L o a n t o D i r e c t o r s e t c ( C o r r e s p o n d i n g S e c t i o n : 2 9 5 )

 

o 
S e c t i o n 1 8 5

 prohibit loan including any loan represented by book debt to its directors or to any other 

person in whom the director is interested or give guarantee or security for a loan taken by them unless 

it is given to MD or whole time director as per terms and conditions / scheme applicable to all its 

employees. The scheme should be approved by a special resolution. 

 

� 
S e c t i o n 1 8 6 : L o a n & I n v e s t m e n t b y C o m p a n y ( C o r r e s p o n d i n g S e c t i o n : 3 7 2 A )
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o 
S u b - S e c t i o n ( 1 )
Without prejudice to the provisions contained in this Act, a company shall unless otherwise prescribed, 

make investment through not more than two layers of investment companies: 

Provided that the provisions of this sub-section shall not affect,— 

(i)    a company from acquiring any other company incorporated in a country outside India if such 

other company has investment subsidiaries beyond two layers as per the laws of such country; 

(ii)  a subsidiary company from having any investment subsidiary for the purposes of meeting the 

requirements under any law or under any rule or regulation framed under any law for the time 

being in force. 

 

o 
S u b - S e c t i o n ( 2 )
No company shall directly or indirectly — 

(a) give any loan to any person or other body corporate; 

(b) give any guarantee or provide security in connection with a loan to any other body corporate or 

person; and 

(c) acquire by way of subscription, purchase or otherwise, the securities of any other body 

corporate, 

exceeding 
6 0 %

 of 
P a i d u p c a p i t a l + F r e e R e s e r v e + S e c u r i t y P r e m i u m

 or 
1 0 0 %

 of 
F r e e R e s e r v e +S e c u r i t y P r e m i u m

 (whichever is 
M o r e

). . 

 

 

o 
S u b - S e c t i o n ( 3 )

 

Where the giving of any loan or guarantee or providing any security or the acquisition under sub-section 

(2) 
e x c e e d s t h e l i m i t s

 specified in that sub-section, 
p r i o r a p p r o v a l b y m e a n s o f a s p e c i a l r e s o l u t i o np a s s e d a t a g e n e r a l m e e t i n g s h a l l b e n e c e s s a r y

. 

 O u r O p i n i o n - T h e S u b s e c t i o n ( 2 ) o f S e c t i o n 1 8 6 m a k e s r e s t r i c t i o n , b u t S e c t i o n 1 8 6 ( 3 ) , g i v e s p o w e r t ot h e c o m p a n y , t h a t i t m a y g i v e l o a n , g u a r a n t e e o r p r o v i d e a n y s e c u r i t y o r a c q u i s i t i o n b e y o n d t h e l i m i tb u t b e f o r e t a k i n g p r i o r a p p r o v a l f r o m S h a r e h o l d e r i n t h e G e n e r a l M e e t i n g .I t m e a n s o n c e w e n e e d t o t a k e a p p r o v a l f r o m S h a r e h o l d e r i n t h e G e n e r a l M e e t i n g , t h e r e a f t e r w e m a ym a k e i n v e s t m e n t b e y o n d t h e l i m i t .
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o 
S u b - S e c t i o n ( 7 )

 N o l o a n s h a l l b e g i v e n
 under this section 

a t a r a t e o f i n t e r e s t l o w e r t h a n t h e p r e v a i l i n g y i e l d
 of one 

year, three year, five year or ten year Government Security closest to the tenor of the loan. 

 

 

� 
R e s t r i c t i o n o n n o n - c a s h t r a n s a c t i o n w i t h d i r e c t o r s ( T h e r e w a s n o s e c t i o n e a r l i e r )

 

o 
S e c t i o n 1 9 2

 prohibits purchase or sale of asset from/to the company’s director or director of its holding 

company, subsidiary company or associate company unless it is approved by shareholders at general 

meeting. 

 

 

� 
P R O V I S I O N R E L A T E D T O D I R E C T O R ’ S ( C H A P T E R I X )

 

Following are the extract of the related sections. 

 

o 
S e c t i o n 1 4 9 : C o m p a n y t o h a v e B o a r d o f D i r e c t o r ( C o r r e s p o n d i n g S e c t i o n 2 5 2 , 2 5 3 , 2 5 9 )

 

From the date of commencement of this Act, Every Company is required to have minimum 
o n e r e s i d e n td i r e c t o r

. Here resident means “director who stayed in India for 182 days or more in previous 
c a l e n d a ry e a r ”

 

For existing companies, company should fulfil the requirement of the resident director within one year 

from the date of notification. 

 

o 
S e c t i o n 1 5 2 : A p p o i n t m e n t o f D i r e c t o r ( C o r r e s p o n d i n g S e c t i o n 2 5 4 , 2 5 5 , 2 5 6 , 2 6 4 )

 

A person appointed as a director shall not act as a director unless he gives his 
c o n s e n t t o h o l d t h e o f f i c ea s d i r e c t o r a n d s u c h c o n s e n t h a s b e e n f i l e d w i t h t h e R e g i s t r a r w i t h i n t h i r t y d a y s o f h i s a p p o i n t m e n t

 in 

such manner as may be prescribed: 

Provided that in the case of appointment of an independent director in the general meeting, an 

explanatory statement for such appointment, annexed to the notice for the general meeting, shall 

include a statement that in the opinion of the Board, he fulfils the conditions specified in this Act for 

such an appointment. 

 C o n s e n t t o A c t a s D i r e c t o r i s m a n d a t o r y t o f i l e f o r P r i v a t e a n d P u b l i c b o t h c o m p a n i e s .
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o 
S e c t i o n 1 6 1 : A p p o i n t m e n t o f A d d i t i o n a l D i r e c t o r ( C o r r e s p o n d i n g S e c t i o n 2 6 0 , 2 6 2 , 3 1 3 )

 

The articles of a company may confer on its Board of Directors the power to appoint any person, other 

than a person who fails to get appointed as a director in a general meeting, as an additional director at 

any time who shall hold office up to the date of the next annual general meeting or the last date on 

which the annual general meeting should have been held, whichever is earlier.  

 

o 
S e c t i o n 1 6 5 : N o . o f D i r e c t o r s h i p ( C o r r e s p o n d i n g S e c t i o n 2 7 5 , 2 7 6 , 2 7 7 , 2 7 8 , 2 7 9 )

 

As 
p e r

 the provision of 
S e c t i o n 1 6 5

 of Companies Act, 2013 
a p e r s o n i s a l l o w e d t o h o l d d i r e c t o r s h i p i n2 0 c o m p a n i e s o n l y

, out of which not more than 
1 0 c o u l d b e p u b l i c c o m p a n i e s

 including private ltd 

companies.  

Further this section says: If the person is the director in more than the above mentioned limit then he 

has to 
r e s i g n f r o m t h e o t h e r c o m p a n i e s

 
i n t h e e x c e s s o f a b o v e l i m i t w i t h i n o n e y e a r

 from the 

commencement of the act. i.e. 
u p t o 3 1 . 0 3 . 2 0 1 5

 

 

 

� 
A P P O I N T M E N T O F K E Y M A N A G E R I A L P E R S O N N E L

 S e c t i o n 2 0 3 . ( C o r r e s p o n d i n g S e c t i o n : 3 1 6 , 3 8 3 A , 3 8 6 )
 

(
1

) Every company belonging to such class or classes of companies as may be prescribed shall have the 

following whole-time key managerial personnel,— 

(
i
) managing director, or Chief Executive Officer or manager and in their absence, a whole-time director; 

(
i i

) 
c o m p a n y s e c r e t a r y

; and 

(
i i i

) Chief Financial Officer : 

 (
2

) Every whole-time key managerial personnel of a company shall be appointed by means of a 

resolution of the Board containing the terms and conditions of the appointment including the 

remuneration. 

(
3

) A whole-time key managerial personnel shall not hold office in more than one company except in its 

subsidiary company at the same time:  

Provided that nothing contained in this sub-section shall disentitle a key managerial personnel from 

being a director of any company with the permission of the Board: 

Provided further that whole-time key managerial personnel holding office in more than one company at 

the same time on the date of commencement of this Act, shall, 
w i t h i n a p e r i o d o f s i x m o n t h s f r o m s u c h
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c o m m e n c e m e n t
, choose one company, in which he wishes to continue to hold the office of key 

managerial personnel:  

Provided also that a company may appoint or employ a person as its managing director, if he is the 

managing director or manager of one, and of not more than one, other company and such appointment 

or employment is made or approved by a resolution passed at a meeting of the Board with the consent 

of all the directors present at the meeting and of which meeting, and of the resolution to be moved 

thereat, specific notice has been given to all the directors then in India. 

(
4

) If the office of any whole-time key managerial personnel is vacated, the resulting vacancy shall be 

filled-up by the Board at a meeting of the Board within a period of 
s i x m o n t h s

 from the date of such 

vacancy. 

(
5

) If a company contravenes the provisions of this section, the company shall be punishable with 
f i n e

 

which shall not be less than 
o n e l a k h r u p e e s

 but which 
m a y e x t e n d t o f i v e l a k h r u p e e s

 and every 

director and key managerial personnel of the company who is in default shall be punishable with fine 

which may extend to fifty thousand rupees and where the contravention is a continuing one, with a 

further fine which may extend to one thousand rupees for every day after the first during which the 

contravention continues. 

 R u l e s o f C h a p t e r - X I I I ( A p p o i n t m e n t & R e m u n e r a t i o n o f M a n a g e r i a l P e r s o n .A p p o i n t m e n t o f K e y M a n a g e r i a l P e r s o n n e l . -
Every listed company and every other public company having a 

p a i d - u p s h a r e c a p i t a l o f t e n c r o r er u p e e s o r m o r e
shall have whole-time key managerial personnel. 

 

 H e r e a r e s o m e o f t h e s e c t i o n s o f C o m p a n i e s A c t , 2 0 1 3 w h o r e q u i r e u r g e n t l o o k .S e c t i o n , 1 2 ( 1 ) ( c ) , 7 3 ( 2 ) , 7 4 ( 1 ) , 9 2 , 1 3 8 , 1 3 9 , 1 6 5 , 1 7 3 , 1 8 0 , 1 8 4 , 1 8 5 , 1 8 6


