Appointment and Qualification of Directors
Chapter XI
Company to have Board of Directors [Section 149 of the Companies Act, 2013]
1. Meaning of `Board of directors` [Section 2(10) of the Companies Act, 2013]: `Board of directors` or `Board`, in relation to a company, means a collective body of the directors of the company.
2. Only individuals to be directors: every company shall have a Board of directors consisting of individuals only.
3. Minimum and Maximum Directors:
(a) Minimum number of directors:
· Public company- 3 directors
· Private Company-2 directors
· One person company (OPC)- 1 director
(b) Maximum- for each class of company apart maximum number of directors can be appointed on Board is 15.
Note: a company may appoint more than 15 directors after passing a special resolution.
4. Woman Directors: as per rule 3 of Companies (Appointment and Qualification of Directors) Rules, 2014: following class of companies shall appoint at least 1 women director-
(i) every listed company.
(ii) Every other public company having-
(a) paid-up share capital of Rs. 100 crore or more; or
(b) turnover of Rs. 300 crore or more.
Note: 1. Newly incorporated company shall appoint the woman director within a period of six months (if company falls under the above mentioned criteria).
Note: 2. Any intermittent vacancy of a woman director shall be filled up by the Board at the earliest but not later than immediate next Board meeting or 3 months from the date of such vacancy whichever is later.
Explanation: the paid up share capital or turnover, as the case may be, as on the last date of latest audited financial statements shall be taken into account.
5. Transitional provisions: every company existing on or before the date of commencement of this Act shall within 1 year from commencement shall appoint a woman director on its Board.
6.  Every company shall have one director who has stayed in India for a total period of not less than 182 days in the previous calendar year.
7. Independent directors:
(i) Provisions relating to appointment of an independent director are applicable for Listed companies and such class or classes of public companies as may be prescribed by the CG.
(ii) Rule 4 of Companies (Appointment and Qualification of Directors) Rules, 2014: rule 3 prescribes the class or classes of companies which shall have at least 2 directors as independent directors-
(a) the public companies having paid up share capital of Rs. 10 crore or more; or
(b) the public companies having turnover of Rs. 100 crore or more; or
(c) the public companies which have, in aggregate, outstanding loans, debentures and deposits exceeding Rs. 50 crores.
(in case a company ceases to fulfill the above mentioned criteria for 3 consecutive years, it shall not be required to comply with the provisions until such time as it meets any of such conditions)  
Note: 1. In case company covered under this rule is required to appoint a higher number of independent directors due to composition of its audit committee, such higher number of independent directors shall be applicable to it.
Note2: Any intermittent vacancy of an independent director shall be filled-up by the Board as the earliest but not later than immediate next Board meeting or 3 months from the date of such vacancy, whichever is later.
Note:3. The paid up-share capital or turnover or outstanding loans, debentures and deposits as the case may be, as existing on the last date of latest audited financial statements shall be taken into account.
Note:4. In case of company which belongs to any class or classes of the company for which higher number of independent directors has been specified in the law for the time being in force shall comply with the requirements specified in such law.
(iii)   Minimum 1/3rd of the total number of directors shall be independent directors. (any fraction contained in 1/3rd shall be rounded off as one).
(iv) Transitional provisions: every company existing on or before the date of commencement of this Act shall within 1 year from commencement shall comply with the requirements relating to the appointment of independent director.
(v) An independent director in relation to a company, means a director other than a managing director or a whole-time director or a nominee director-
(a) Who, in the opinion of the Board, is a person of integrity and possess relevant expertise and experience.
(b) (1)Who is or was not a promoter of the company or its holding, subsidiary or associate company.
(2)Who is not related to promoters or directors in the company, its holding, subsidiary or associate company.
(c)  Who has or had no pecuniary relationship with the company, its holding, subsidiary or associate company, or their promoters, or directors, during 2 immediately preceding financial years or during the current financial year.
(d) None of whose relative has or had pecuniary relationship or transactions with the company, its holding, subsidiary or associate company, or their promoters, or directors, amounting to 2% or more of its gross turnover or total income, or Rs. 50 lakhs or such higher amount as may be prescribed, whichever is lower, during the 2 immediately preceding financial years or during current financial year.
(e) Who, neither himself nor any of his relatives-
(i) holds or has held the position of a key managerial personnel or is or has been employee of the company or its subsidiary or associate company in any of the 3 financial years immediately preceding the financial year in which he is proposed to be appointed.
(ii) is or has been an employee or proprietor or a partner, in any of the 3 financial years immediately preceding the financial year in which he is proposed to be appointed, of-
(A) a firm of auditors or company secretaries in practice or cost auditors of the company or its holding company, subsidiary or associate company; or
(B) any legal or a consulting firm that has or had any transaction with the company, its holding company, subsidiary or associate company amounting to 10% or more of the gross turnover of such firm.
(iii) holds together with his relative 2% or more of the total voting power of the company; or
(iv) is a Chief Executive or director, of any non-profit organization that receives 5% or more of its receipts from the company, any of its promoter, directors or its holding, subsidiary or associate company or that holds 2% or more of the total voting power of the company; or
(f) qualification of independent director: as per rule 5 of Companies   (Appointment and Qualification of Directors) Rules, 2014 an independent director shall possess appropriate skills, experience and knowledge in one more fields of finance, law, management, sales, marketing , administration, research, corporate governance, technical operations or other disciplines related to the company`s business.
8. Declaration to be given by independent director: every independent director shall at the first Board meeting in which he participates as a director and thereafter at the first meeting of the Board in every financial year or whenever there is a change is the circumstances which may affect his status as an independent director, give a declaration that he meets the criteria of independence.
9. The company and independent directors shall abide by the provisions specified in Schedule IV.
10. Remuneration: an independent director shall not be entitled to any stock option and may receive remuneration by way of;
· Sitting fees.
·  Reimbursement of expenses for attending the Board or other meetings.
· Profit related commission as may be approved by the members.  
11. Tenure: an independent director shall hold office for a term up to 5 consecutive on the Board of a company, but shall be eligible for re-appointment on passing of a special resolution by the company and disclosure of such appointment in the Board`s report.
No independent director shall hold the office for more than two consecutive terms, but such independent director shall be eligible for appointment after the expiration of 3 years of ceasing to become an independent director.
Note: during the period of 3 years, independent director shall not be appointed in or be associated with the company in any other capacity, either directly or indirectly.
12. The provisions of the Act relating to retirement of directors by rotation shall not be applicable to appointment of independent director.
Manner of selection of independent director and maintenance of databank of independent directors [Section 150 of the Companies Act, 2014]
1. An independent director may be selected from the data bank containing the names, address and qualification of persons who are eligible and willing to act as independent directors, maintained by any body, institute or association, as may be notified by the CG. ( The responsibility of exercising  due diligence before selecting a person from the data bank, as as independent director shall lie with the company making such appointment) 
2.  The appointment of independent director shall be approved by the company in general meeting and the explanatory statement annexed to the notice of the general meeting called to consider the appointment shall indicate the justification for choosing the appointee for appointment as independent director.
3. The data bank shall create and maintain data of persons willing to act as independent director.
Rule 6 of Companies (Appointment and Qualification of Directors) Rules, 2014 prescribes the guidelines for creation and maintenance of databank of persons offering to become independent director:
1. Any body, institute or association (hereinafter to be referred as `the agency`), which has been authorized in this behalf by the CG shall create and maintain a databank of persons willing and eligible to be appointed as independent director and such databank shall on the website of Ministry of Corporate Affairs or on any other website as may be approved or notified by the CG.
2. The data bank shall contain the following details in respect of each person included in the data bank to be eligible and willing to be appointed as independent director-
(i) DIN.
(ii) the name and surname in full.
(iii)  income-tax PAN.
(iv) the father`s name and mother`s name and Spouse`s name (if married).
(v) the date of Birth.
(vi) gender.
(vii) The nationality.
(viii) the occupation.
(ix) full Address with PIN code (present and permanent).
(x) phone number.
(xi) e-mail id.
(xii) the educational and professional qualifications.
(xiii) experience or expertise, if any.
(xiv) any legal proceedings initiated or pending against such person.
(xv) the list of limited liability partnerships in which he is or was a designated partner along with-
a. the name of the limited liability partnership.
b. the nature of industry.
c. the duration with dates.
(xvi) the list of companies in which he is or was director along with-
a. the name of company.
b. the nature of industry.
c. the nature of directorship-Executive or Non-executive or Managing Director or Independent Director or Nominee Director; and
d. duration- with dates.
3. A disclaimer shall be conspicuously displayed on the website hosting the data bank that a company must carry out its own due diligence before appointment of any person as an independent director and `the agency` maintaining the data bank or the CG shall not be held responsible for the accuracy of information or lack of suitability of the person whose particulars form part of the databank.
4.  Any person who desires to get his name included in the data bank of independent directors shall make an application to `the agency` in form DIR-1.
5. The agency may charge a reasonable fee from the applicant for inclusion of his name in the databank of independent directors.
6. Any person who has applied for inclusion of his name in the databank of independent directors or any person whose name appears in the databank, shall intimate to the agency about any changes in his particulars within 15 days of such change.
7. The data bank posted on website shall-
i. be accessible at the specified website.
ii. be substantially identical to the physical version of the databank.
iii. be searchable on the specified parameters.
iv. be presented in a format or formats convenient for both printing and viewing online; and
v. contain a link to obtain the software required to view or print the particulars free of charge.  
  Appointment of director elected by small shareholders [section 151 of the Companies Act, 2013]:
1. Applicability: provisions relating to appointment of director by small shareholder are applicable to listed company.
2. `Small shareholder` means a shareholder holding shares of nominal value of not more than Rs. 20,000 or such other some as may be prescribed.

Rule 7 of Companies (Appointment and Qualification of Directors) Rules, 2014: 
1. A listed company, may upon notice of not less than 1000 shareholders or 1/10th of the total number of such shareholders, whichever is lower, have a small shareholders` director elected by the small shareholders`.
Note: A listed company shall on suo motu appoint a director to represent small shareholders`)
2. The small shareholders intending to propose a person as a candidate for the post of small shareholders` director shall leave a notice of their intention with the company at least 14 days before the meeting under their signatures specifying the name, address, shares held and folio number of the person whose name is being proposed for the post of director and of the small shareholders who are proposing such person for the office of director.
Note: If the person being proposed does not hold any shares in the company, the details of shares held and folio number need not to be specified in the notice.
3.   The notice shall be accompanied by a statement signed by the person whose name is being proposed for the post of small shareholders` director stating-
(a) his DIN.
(b) that he is not disqualified to become a director under the Act; and
(c) his consent to act as a director of the company.
4. The small shareholders` director shall be considered as an independent director.
5. The appointment of small shareholders` director shall be subject to the provisions of the section 152(dealing with appoint of Directors`), except that-
(a) such director shall not be liable to retire by rotation.
(b) the tenure of small shareholders` director shall not exceed a period of 3 consecutive years; and
(c) on the expiry of period of 3 years, such director shall not be eligible for re-appointment.
6. A person shall not be appointed as small shareholders` director of a company, if the person is not eligible for appointment in terms of section 164 (dealing with disqualification for appointment as director).
7. A person appointed as small shareholders` director shall vacate the office if-
(a) the director incurs any disqualification specified in section 164.
(b) the office of the director becomes vacant in pursuance of section 167.
(c) the directors ceases to meet the criteria of independence as provided in section 149(6).
8. No person shall hold the position of small shareholders` director in more than 2 companies at the same time.
Note: the second company in which he has been appointed as small shareholders director shall not be in a business competing or is in conflict with the business of the first company.
9. A small shareholders` director shall not, for a period of 3 years from the date on which he ceases to hold office as a small shareholders` director in a company, be appointed in or be associated with such company in any other capacity, either directly or in-directly.
Appointment of Directors [Section 152 of the Companies Act, 2013]
1. Appointment of first director: 
(a) In case of no provision is articles of company: in cases where no provision is made in the articles of a company for the appointment of the first director, the subscribers to the memorandum who are individuals shall be deemed to be the first directors of the company until the directors are duly appointed.
(b) In case of a OPC: an individual being member shall be deemed to be the first director until the director are duly appointed.
2. Subsequent appointment of directors: every director shall be appointed by the company in the general meeting. 
3. No person shall be appointed as a director of a company unless he has been allotted the DIN.
4. Declaration by the person proposed to be appointed as director: every person who proposed to be appointed as a director by the company in a general meeting or otherwise, shall furnish his DIN and a declaration that he is not disqualified to become a director under this Act.
5. Consent to hold the office as director: a person appointed as a director shall not act as a director unless he gives his consent to hold the office as director and such consent has been filed with the Registrar within 30 days of his appointment in such manner as may be prescribed.   
As per rule 8 of Companies (Appointment and Qualification of Directors) Rules, 2014: every person who has been appointed to hold the office of a director shall on before the appointment furnish to the company a consent in writing to act as such Form DIR-2.
Note: in 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 fulfills the conditions specified in the Act for such appointment.  
6. Retirement of directors by rotation: applicable for public companies:
(a) Unless articles provide for the retirement of all directors at every annual general meeting, not less than 2/3rd of the total number of directors of public company shall:
 (i)	be persons whose period of office is liable to determination by rotation; and
(ii) shall be appointed by the  company in general meeting.

(b) The remaining directors in case of any such company shall, in default of and subject to any regulations in the articles of the company, also be appointed by the company in general meeting.
(c) At the first AGM of a public company held next after the date of AGM at which the first directors are appointed and at every subsequent AGM, 1/3rd of the directors who are liable to retire by rotation, or if their number in neither 3 nor a multiple of 3, then, the number nearest to 1/3rd, shall retire from office. 
(d) The directors to retire by rotation at every AGM shall be those who have been longest in office since their last appointment, but as between persons who became directors on the same day, those who are to retire shall, in default of and subject to any agreement among themselves, be determined by lot.
(e) At every AGM at which a director retires by rotation, the company may fill the vacancy by appointing the retiring director or some other person thereto.
Note: while counting the total number of directors, independent director, whether appointed under this Act or any other law for the time being in force, on the Board of a company.
7. (a) If the vacancy of the retiring director is not filled-up and the meting has not expressly resolved not to fill the vacancy, the meeting shall stand adjourned till the same day in the next week, at the same time and place, or if that day is a national holiday, till the next succeeding day which is not a holiday at the same place and time.
(b) If at the adjourned meeting also, the vacancy of the retiring director is not filled up and that meeting also has not expressly resolved not to fill the vacancy, the retiring director shall be deemed to have been re-appointed at the adjourned meeting, unless-
(i) at that meeting or at the previous meeting a resolution for the re-appointment of such director has been put to the meeting and lost.
(ii) the retiring director has, by a notice in writing addressed to the company or its Board of directors, expressed his unwillingness to be so re-appointed.
(iii) he is not qualified or is disqualified for appointment.
(iv) a resolution, whether special or ordinary, is required for his appointment or re-appointment by virtue of any of the provisions of this Act; or
(v) section 162 is applicable to the case.
Director identification Number (DIN)
Definition: Rule 2(1)(e) of the Companies (specification of Definitions Details) rules, 2014 DIN means an identification number allotted by the CG to any individual, intending to be appointed as director or to any existing director of a company, for the purpose of his identification as a director of a company,   
Application for allotment of DIN [Section 153 of the Companies Act, 2013]
Every individual intending to be appointed as director of a company shall make an application for allotment of DIN to the CG.
Rule 9 of Companies (Appointment and Qualification of Directors) Rules, 2014:
1. Every individual, who is to be appointed as director of a company y shall make an application electronically in form FIR-3 to the CG for the allotment of a DIN along with such fees as provided in the Companies (registration Offices and fees) Rules, 2014.
2. The CG shall provide an electronic system to facilitate submission of application for the allotment of DIN through the portal on the website of the Ministry of corporate Affairs.
3. (a) the applicant shall download form DIR-3 from the portal, fill in the required particulars sought therein and sign the form after attaching copies of the following documents, scan and file the entire set of documents electronically-
i. photograph
ii. proof of identity
iii. proof of residence
iv. verification by applicant applying for allotment of DIN in form DIR-4; and 
v. specimen signature duly verified.
(c) Form DIR-3 shall be signed and submitted electronically by the applicant using his or her own Digital Signature Certificate and shall be verified digitally by-
i a chartered accountant in practice or a company secretary in practice or a cost account in practice; or
ii a company secretary in full time employment of the company or by the managing director or director of the company in which the applicant is to be appointed as director.

Rule 12 of Companies (Appointment and Qualification of Directors) Rules, 2014: Intimation of changes in particulars specified in DIN application
1. Every individual who has been allotted a DIN shall, in the event of any changes in his particulars as stated in form DIR-3, intimate such change(s) to the CG within a period of 30 days of such change(s)in form DIR-6 in the following manner-
i	the applicant shall download form DIR-6 from the portal and fill in the relevant changes, attach a copy of the proof of the changed particulars and verification in the form DIR-7 all of which shall be scanned and submitted electronically.
ii the form shall be digitally signed by a chartered accountant in practice or a company secretary in practice or a cost accountant in practice.
2. The CG, upon being satisfied, after verification of such changed particulars from the enclosed proofs, shall incorporate the said changes and inform the applicant by way of a letter by post or electronically or in any other mode confirming the effect of such changes in the electronic database maintained by the Ministry.
3.  The DIN cell of the Ministry shall also intimate the change(s) in the particulars of the director submitted to it in form DIR-6 to the concerned Registrar(s) under whose jurisdiction the registered office of the company(s) in which such individual is a director is situated.
4. The concerned individual shall also intimate the change(s) in his particulars to the company or companies in which he is a director within 15 days of such changes.  
Allotment of DIN [Section 154 of the Companies Act, 2014]
The CG shall, within 1 month from the receipt of the application, allot a DIN to the applicant.
 Rule 10 of Companies (Appointment and Qualification of Directors) Rules, 2014: Allotment of DIN
1. On the submission of the form DIR-3 on the portal and payment of the requisite amount of fees through online mode the provisional DIN shall be generated by the system automatically which shall be utilized till the DIN is confirmed by the CG.
2. After generation of the provisional DIN the CG shall process the applications received for allotment of DIN under rule 9(2), decide the approval or rejection thereof and communicate the same to the applicant along with the DIN allotted in case of approval by way of a letter by post or electronically or in any other mode, within a period of 1 month from the receipt of letter.
3.  If the CG on examination finds, such application to be defective or incomplete in any respect, it shall give intimation of such defect or incompleteness, by placing it on the website and by e-mail to the applicant who has filed such application, directing the applicant to rectify such defect or incompleteness by resubmitting the application within a perid of 15 days of such placing on the website and e-mail. 
Provided the CG shall-
(a) reject the application and direct the applicant to file fresh application with complete and correct information, where the defect has been rectified partially or the information given is still found to be defective.
(b) treat and label such application as invalid in the electronic record in case of defects are not removed within given time; and
(c) inform the applicant either by way of letter by post or electronically or in any other mode.
4. In case of rejections or invalidations of application, the provisional DIN so allotted by the system shall get lapsed automatically and the fee so paid with the application shall neither be refunded nor adjusted with any other application.
5. All DIN allotted to individual(s) by the CG before the commencement of these rules shall be deemed to have been allotted to the under these rules.
6. The DIN so allotted under these rules is valid for the life0time of the applicant and shall not be allotted to any other person.
Prohibition to obtain more than one DIN [Section 155 of the Companies Act, 2013]
No. individual, who has already been allotted a DIN under section 154, shall apply for, obtain or process another DIN.
Director to intimate DIN [Section 156 of the Companies Act, 2013]
Every existing director shall within 1 month of the receipt of DIN from the CG intimate his DIN to the company or all the companies where he is a director.
Company to inform DIN to Registrar [Section 157 of the Companies Act, 2013]
1. Intimation of DIN by the company to the Registrar: every company shall, within 15 days of the receipt of intimation of DIN from director, furnish the DIN of all its directors to the Registrar.
2. Punishment for a Company: if a company fails to furnish DIN before the expiry of period as specified time the company and every officer of the company who is in default shall be punishable:
(i)	Fine : Minimum Rs. 25,000 Maximum: Rs. 1,00,000

Obligation to indicate DIN [Section 158 of the Companies Act, 2013]
Every person or company while furnishing any return, information or particulars as required to be furnished under this Act, shall mention the DIN in such return, information or particulars in case such return, information or particulars relate to director or contain any reference to director.
Punishment for contravention [Section 159 of the Companies Act, 2013]
If any individual or director of a company, contravenes any of the provisions of section 152, 155 and 156, such individual or director shall be punishable
·  with imprisonment for a term which may be extended upto 6 months; or
· With a fine of Rs. 50,000.
In case of where contravention is a continuing one, with a further fine which may be extended to Rs. 500 for every day after the first during which the contravention continues.
Right of persons other than retiring directors to stand for directorship [Section 160 of the Companies Act, 2013]     
Section 160 recognizes the right of a person, who is not a retiring director, to stand for directorship.
`Retiring Director` means a director retiring by rotation.
1. Person eligible to give notice for directorship
(a) Person who is not a retiring director; or
(b) Any member.
2. Requirement of notice
(a)   Notice shall be given at least 14 days before the meeting.
(b) Notice shall be deposited at the registered office of the company.
(c) A sum of Rs. 1,00,000 or such higher sum as may be prescribed  shall be deposited with notice. The amount deposited shall be refunded, if the person proposed to gets elected as a director or gets more than 25% of total valid votes cast on such resolution.
3. Notice by company
The company shall inform its members of the candidature of a person for the office of director.
Rule 13 of Companies (Appointment and Qualification of Directors)
The company shall, at least 7 days before the general meeting, inform its members of the candidature of a person for the office of a director or the intention of a member to propose such person as a candidate for that office-
1. by serving individual notices, on the members through electronic mode to such members who have provided their e-mail addresses to the company for communication purposes and in writing to all other members; and
2. by placing notice of such candidature or intention on the website of the company, if any.
Note: it shall not be necessary for the company to serve individual notices upon the members, if the company advertises the candidature or intention, not less than 7 days before the meeting at least once in a vernacular newspaper in the principal vernacular language of the district in which the registered office of the company is situated and circulating in that district and at least once in English language in a English newspaper circulating in that district.
Appointment of additional director, alternate director and nominee director [Section 161 of the Companies Act, 2013]  
Additional director [section 161(1)]
1. Condition for appointment of an additional director 
The Board may, at anytime, in its discretion, appoint the additional directors. However the power of the Board to appoint an additional director is restricted, as follows:
(a) Articles of the company must authorize the Board to appoint additional directors.
(b) A person who fails to get appointed as a director in a general meeting, cannot be appointed as an additional director.
2. Term of office of an additional director: an additional director holds office upto-
(a)  The date of next AGM; or
(b) The last date on which AGM should have been held.
Alternate director [Section 161(2)]
1. Power to appoint 
The Board of Directors of a company may, if so authorized by articles or by a resolution passed by the company in general meeting, appoint an alternate director.
2. Conditions for appointment of an alternate director
(a) An alternate director may be appointed only if any of the directors of the company is absent for a period of not less than 3 months from India.
(b) Person who is proposed to appointed as an alternate director, should not be holding any other alternate directorship for any other director is the company.
(c) Person who is proposed to be appointed as an alternate director for an independent director, should be qualified to be appointed as an independent director.
3. Tenure of office of an alternate director:
(a) Not exceeding the term permissible to original director. An alternate director shall not hold office for a period longer than that `permissible` to the original director. The word `permissible` used in section 161 suggest that if the original director ceases to be director (e.g., by reason of death etc), the alternate director shall immediately cease to hold his office.
(b) Terms comes to an end on the return of the original director. The alternate director shall vacate his office when the original director returns to India. 
(c) Where the original director returns to India before the expiry of his term of office, provisions relating to automatic re-appointment of retiring director in default of another appointment shall apply to the original director.
Nominee Director [Section 161(3)]
Nominee director means a director appointed by a third party (e.g., a director appointed by a financial institution or a bank which has provided financial assistance to the company)
Section 161(3):Subject to the articles of a company, the Board may appoint any person as a director nominated by any institution in pursuance of the provisions of any law for the time being in force or of any loan agreement or by the CG or the State Government by virtue of its shareholding in a Government Company. 
Filling of casual vacancy by the Board [Section 161(4)].
1. Manner of filling of casual vacancy
(a) No express power in the articles is required for filling of casual vacancy.
(b) However, where the articles provide the manner of filling a casual vacancy, any casual vacancy shall be filled in accordance with the articles.
(c) Where the articles of a company are silent, then a casual vacancy may be filled by the Board, but only by passing a resolution at a Board Meeting.
2. Term of office of a director filling a casual vacancy 
The director filling a casual vacancy holds office only the date upto which the director in whose place he is appointed would have held office if it had not been vacated.
3. Meaning of `casual vacancy`
A `casual vacancy` means any vacancy occurring by reason of death, resignation, disqualification, removal or for any reason other than retirement or expiry of tenure of office of a director.
4. Applicability of section 161(4)
Section 161(4) does not apply to a private company. Therefore, a private company may fill casual vacancy in the manner provided in the articles, but the provisions of section 161(4) shall apply where its articles are silent, the casual vacancy may filled by the members in the general meeting.
Appointment of directors to be voted individually [Section 162 of the Companies Act, 2013]  
Section 162, prohibits the placing of a single resolution for the election of two or more directors before the members. The purpose of prohibiting single resolution is to enable the members to accept or reject a particular individual standing for directorship without being compelled to accept or reject all of them. 
1. Applicability: provisions of section 162 applies to all companies.
2. Essential points to be considered for appoint of directors at a general meeting
(a) Separate resolution  for each appointment. At a general meeting, two or more persons cannot be appointed as a directors by a single resolution.
(b) Exception. Two or more persons may be appointed as directors by a single resolution, if a resolution that the appointments shall be made has first been agreed to by the meeting without any vote being cast against it.   
Option to adopt principle of proportional representation for appointment of directors [ Section 163 of the Companies Act, 2013]
1.	Condition for making appointments by proportional representation 
(a) Authorization by articles. Specific provision in articles is required for appointment of directors by proportional representation. The articles must contain the detailed provision prescribing the procedure for appointment of directors by this method.
(b) Compulsory adoption of proportional representation. In order to prevent oppression or mismanagement, an application by the eligible members or a reference by the CG may be made to the Company Law Board. After due inquiry, the Company Law Board may make an order that nominee directors shall be appointed by the CG. Alternatively, the Company Law Board may direct the company to make the appointments of directors on the basis of ` proportional representation` as contained in section 163. On such a directions being given, the company shall be bound to make necessary amendments in the articles and make fresh appointments as per ` proportional representation` within the time specified by the Company Law Board.
2.    Number of directors. Where a company adopts the method of proportional representation, not less than 2/3rd of the total number of directors shall be appointed by proportional representation.
3. Periodicity of appointments. The appointment of directors by proportional representation shall be made once in every 3 years.
4. Mode of filling casual vacancy. In case of any casual vacancy, the provision of section 161(4) shall apply, i.e. any casual vacancy may be filled in accordance with the provisions contained in the articles. In the absence of any provision in the articles, the casual vacancy may be filled at a meeting of Board of directors.
5. Modes of voting. Any of the modes of voting may be adopted for appointing the directors by proportional representation;
(a) Voting by single transferable vote.
(b) Cumulative voting.
(c) Any other method. 
Disqualifications for appointment of director [Section 164 of the Companies Act, 2013]
1. A person shall not be eligible for appointment as a director of a company, if-
i. he is of unsound mind and stands so declared by a competent court.
ii. he is an undischarged insolvent.
iii. he has applied to be adjudicated as an insolvent and his application is pending.
iv. he has been convicted by a court of any offence, whether involving moral turpitude or otherwise, and sentenced in respect thereof to imprisonment for not less than 6 months and a period of five years has not elapsed from the date of expiry of the sentence.
Provided that if a person has been convicted of any offence and sentenced in respect thereof to imprisonment for a period of 7 years or more, he shall not be eligible to be appointed as a director in any company.
v. an order disqualifying him for appointment as a director has been passed by a court or tribunal and the order is in force.
vi. he has not paid any calls in respect of any shares of the company held by him, whether alone or jointly with others, and 6 months have elapsed from the last day fixed for the payment of call.
vii. he has been convicted of the offence dealing with related party transactions under section 188 at any time during the last preceding 5 years; or
viii. he has not complied with sub-section 152 (3) (relating to DIN).
2. No person who is or has been a director of a company which-
(a) has not filed financial statements or annual returns for any continuous period of 3 financial years; or
(b) has failed to- 
· repay the deposits accepted by it or pay interest thereon; or
· redeem any debentures on the due date or pay interest thereon; or
·   pay dividend declared
Such failure to pay or redeem continues for 1 year or more.
Shall be eligible to be re-appointed as a director of that company or appointed in other company for a period of 5 years from the date on which the said company fails to do so.
3. A private company may by its articles provide for any disqualifications for appointment as a director in addition to those appointed in sub-section (1) and (2)
Provided that the disqualifications referred to in clause (d), (e), and (g) of sub-section (1) shall not take effect-
i. for 30 days from the date of conviction or order of disqualification.
ii. Where an appeal or petition is preferred within in 30 days as aforesaid against the conviction resulting in sentence or order, until expiry of 7 days from the date on which such appeal or petition is disposed of; or
iii. where a further appeal or petition is preferred against order or sentence within 7 days, until such further appeal or petition is disposed of.
Number of directorships [Section 165 of the Companies Act, 2014]
1. Maximum number of directorship. A person shall not hold office of a director in more than 20 companies at the same time
Note 1: Maximum number of public companies in which a person can be appointed as a director shall not exceed 10.
Note 2: Alternate directorship in any company shall be considered while calculating the overall limit.
Note 3 : For reckoning the limit of public companies in which a person can be appointed as director, directorship in private companies that are either holding or subsidiary company of a public company shall be included.
2. Company may specify any lesser number. Members of company may by a special resolution, specify any lesser number of companies in which a director of the company may as directors.
3. Transitional provisions: any person holding office as director in more than the specified limits, such director shall within a period of one year from the commencement of the Act-
(a) Choose not more than the specified limit of those companies as companies in which he wishes to continue to hold the office of director.
(b) Resign his office as director in the other remaining companies (resignation shall become effective immediately on the dispatch to the company concerned); and
(c) Intimate the choice made by him, to each of the companies in which he was holding the office of director before the commencement and to the Registrar having the jurisdiction in respect of each of such company.       
4. No such person shall act as a director in more than the specified number of companies-
(a) After dispatching the resignation of his office as director or non-executive director; or
(b) After the expiry of one year from the commencement of this Act. 
Whichever is earlier.
5. Punishment for contravention:
If a person accepts the appointment as director in contravention of the provisions of this section, such person shall be punishable with a fine which shall not be less than Rs. 5000 and maximum upto Rs. 25,000 for every day after the first day during which the contravention continues.
Duties of directors [Section 166 of the Companies Act, 2013]
1. Duty to act in accordance with the articles of the company. A director of the company shall act in accordance with the articles of the company.
2. Duty to act in good faith. A director shall act in good faith in order to promote the objects of the company for the benefit of its members as whole, and in the best interest of the company, its employees, the shareholders, the community and for the protection of environment.
3. Duty to exercise duties with due and reasonable care. A director shall exercise his duties with due and reasonable care, skill and diligence and shall exercise independent judgment.
4. A director shall 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.
5. Duty not to achieve any undue advantage or gain from the company. A director shall not achieve or attempt to achieve any undue gain or advantage either to himself or to his relative, partners, or associates and if  director is found guilty of making any undue gain, he shall be liable to pay an amount equal to that gain to company.
6. Duty not to assign his office. A director shall not assign his office and any assignments so made shall be void.
7. Punishment. Minimum Rs. 1,00,000
         Maximum Rs. 5,00,000					     
Vacation of office of director [Section 167 of the Companies Act, 2013]
1.	As per the provision of section 167 the office of a director shall become vacant in following cases-
(a) he incurs any disqualification specified in section 164.
(b) he absents himself from all the meetings of the Board of Directors held during a period of 12 months with or without seeking leave of absence of the Board.
(c) he acts in contravention of the provisions of section 184 relating to entering into contracts or arrangements in which he is directly or indirectly interested.
(d) he fails  to disclose his interest in any contract or arrangements in which he is directly or indirectly interested, in contravention of the provisions of section 184.
(e) he becomes disqualified by an order of a court or the Tribunal.
(f) he is convicted by a court of any offence, whether involving moral turpitude or otherwise and sentenced in respect thereof to imprisonment for not less than 6 months.
(Office shall be vacated by the director even if he has filed an appeal against the order of court).
(g) he is removed in pursuance of the provisions of this Act.
(h) he, having been appointed a director by virtue of his holding any office or other employment in the holding, subsidiary or associate company, cease to hold such office or other employment in that other company.      
2. If a person, functions as a director even when he knows that the office of director held by him has become vacant on account of any of the disqualifications, he shall be punishable with the imprisonment for a term which may be extended to one year or with a fine which shall not be less than Rs. 1,00,000 but which may be extended to Rs. 5,00,000, or with both.
3. Where all the directors of a company vacate their offices because of any of the disqualifications, the promoter or in his absence, the CG shall appoint the required number of directors who shall hold office till the directors are appointed by the company in the general meeting.
4. A private company may, by its articles, provide any other ground for the vacation of the office of a director in addition to disqualification specified under section 167(1).
Resignation of director [Section 168 of the Companies Act, 2013]
1.  General provisions
(a) Resignation must be giving in writing to the company.
(b) The Board shall on receipt of notice take the note of same and the company shall intimate the Registrar and shall also place the fact of such resignation in the report of directors laid in the immediately following general meeting by company.
(c)    As per rule 15 of Companies (Appointment and Qualification of Directors) Rules, 2014, the company shall within 30 days from the date of receipt of notice of resignation from a director, intimate the Registrar in form DIR-12 and post the information on its website, if any.
(d) Director shall also forward a copy of his resignation along with the detailed reasons for the resignation to the Registrar within 30 days of resignation in form DIR-11.
(e) The director who has resigned shall be liable even after his resignation for the offences which occurred during his tenure. 
2. The resignation of a director shall take effect-
· the date on which the notice is received by the company; or
· the date, if any, specified by the directors in the notice.
Whichever is later.
3.   In case where all the directors of a company resign from their offices, or vacate their offices under section 167, the promoter or, in his absence, the CG shall appoint the required number of directors who shall hold office till the directors are appointed by the company the general meeting.
Removal of director [Section 169 of the Companies Act, 2013]
1. Removal by ordinary resolution.  company may, by ordinary resolution, remove a director, not being a director appointed by the Tribunal, before the expiry of the period of his office after giving a reasonable opportunity being heard.
Note: provisions of this section shall not apply, where a company has appointed 2/3rd of the total number of directors according to the principle of proportional representation.
2. Requirement of special notice. A special notice shall be required of any resolution, to remove a director or to appoint somebody in place of a director so removed, at the meeting at which he is removed.
3. Company to forward notice of resolution to concerned director. On receipt of a resolution to remove a director, the company shall send the copy thereof to the director concerned and the director, whether or not he is member of the company, shall be entitled to be heard on the resolution at the meeting.
4.   Filling of vacancy created on account of removal of a director. If the director which has been removed,  had been appointed by the company in the general meeting or by the Board, such vacancy shall be filled by the company in the meeting at which the director is removed, provided that the special notice for the appointment had been given.
5. Director appointed to fill the vacancy created on account of removal of a director, shall hold the office till the date up to which his predecessor would have held the office if he had not been removed.
6. If the vacancy created on account of the removal of director is not filled it may be filled as a casual vacancy. (The director who was removed shall not be re- appointed as a director by the Board) 
Register of directors and key managerial personnel and their shareholdings [Section 170 of the Companies Act, 2013]
1. Place of keeping of register and details to be maintained. Every company shall keep at its registered office a register containing particulars of its directors and key managerial personnel’s.
· Rule 17 of Companies (Appointment and Qualification of Directors) specifies the particulars:
(a) DIN (optional for KMP).
(b) present name and surname in full.
(c) any former name or surname in full.
(d) father`s name, mother`s name and spouse`s name (if married) and surname in full.
(e) date of birth.
(f) residential address (present as well as permanent)
(g) nationality (including the nationality of origin, if different)
(h) occupation.
(i) date of the board resolution in  which the appointment was made.
(j) date of appointment and reappointment by company.
(k) date of cessation of office and reasons therefore.
(l) Office of a director or KMP held or relinquished in any other body corporate.
(m) membership number of the ICSI in case of company secretary, if applicable, and
(n) PAN of KMP not having DIN. 
· In addition to the details of the directors or KMP, the company shall also include in the  register the details of securities held by them in the company, its holding company, subsidiaries, subsidiaries of the company`s holding company and associate company relating to-
(a) the number, description and nominal value of securities.
(b) the date of acquisition and the price or other consideration paid.
(c) date of disposal and price and other consideration received.
(d) cumulative balance and number of securities held after each transaction.
(e) mode of acquisition.
(f) mode of holding- physical or in dematerialized form; and
(g) whether securities have been pledged or any encumbrance has been created on the securities.   
2. Return containing the particulars of directors and the KMP. A return containing the particulars of the directors and the KMP shall be filed with the Registrar within 30 days from the appointment of every director and KMP and within 30 days of any change taking place.
Rule 18 of Companies (Appointment and Qualification of Directors) the above mentioned return shall be filed in form DIR-12.
Members` right to inspect the register of directors and KMP [Section 171 of the Companies Act, 2013]
1. The register kept under section 170(1)-
(a) shall be open for inspection during business hours and the members shall have a right to take extracts therefrom and copies thereof, on a request by the members, be provided to them free of cost within 30 days; and
(b) shall be kept open for inspection at every annual general meeting of the company and shall be made accessible to any person attending the meeting.
2. If the inspection of the register is refused or if any copy of register is not sent within 30 days from the date of receipt of request, the Registrar shall on an application made to him order immediate inspection and supply of copies required thereunder.
Punishment [Section 172 of the Companies Act, 2013] 
If a company contravenes any of the provisions of this chapter and for which no specific punishment is provided therein, the company and every officer of the company who is in default shall be punishable with fine:
· Minimum: Rs. 50,000
· Maximum: Rs. 5,00,000












MEETING OF BOARD AND ITS POWERS
CHAPTER XII
Meetings of Board [Section 173 of the Companies Act, 2013]
1. First meeting of the Board of Directors. Every company shall hold the first meeting of the Board of Directors within 30 days from the date of its incorporation.
2. Number of meeting of Board of Director and interval of each meeting. Every company shall hold minimum number of 4 meeting of its Board of Directors every year and in such manner that not more than 120 days shall intervene between two consecutive meetings of the Board.(The CG may by notification directs that the provision  relating to the holding of meeting of Board of directors shall not apply in relation to any class or description of companies or shall apply subject to such exceptions, modifications or conditions as may be specified in the notification)
3.  Mode of participation. The participation of directors in a meeting of the Board may be either in person or through video conferencing or other audio visual means, which are capable of recording and recognizing the participation of the directors and of recording and sorting the proceedings of such meetings along with date and time.
4. Rule 3 of the Companies (Meetings of Board and its powers) Rules, 2014. A company shall comply with the following procedure, for convening and conducting the Board meetings through video conferencing or other audio or visual means.
(i) Every company shall make necessary arrangements to avoid failure of video or audio visual connection.
(ii) The chairperson of the meeting and the company secretary, if any, shall take due and reasonable care-
(a) to safeguard the integrity of the meeting by ensuring sufficient security and identification procedures.
(b) to ensure availability of proper video conferencing or other audio visual equipment or facilities for providing transmission of the communications for effective participation of the directors and other authorized participants at the Board meeting.
(c) to record proceedings and prepare the minutes of the meeting.
(d) to store for safekeeping and marking the tape recording(s) or other electronic recording mechanism as part of the records of the company at least before the time of completion of audit of that particular year.
(e) to ensure that no person other than concerned director are attending or have access to the proceedings of the meeting through video conferencing mode or other audio visual means; and
(f) to ensure that participants attending the meeting through audio visual means are able to hear and see the other participants clearly during the course of the meeting.
(iii)  (a)	The notice of the meeting shall be sent to all the directors is accordance with the provisions of section 173(3).
(b) The notice of the meeting shall inform the directors regarding the option available to them to participate through video conferencing mode or other audio visual means, and shall provide all the necessary information to enable the directors to participate through video conferencing mode or other audio visual means.
(c) A director intending to participate through video conferencing or audio visual means shall communicate his intention to the Chairperson or the company secretary of the company.
(d) If the director intends to participate through video conferencing or other audio visual means, shall give prior intimation to that effect sufficiently in advance so that company is able to make suitable arrangements in this behalf.
(e) The director, who desire, to participate may intimate his intention of participation through the electronic mode at the beginning of the calendar year and such declaration shall be valid for one calendar year.
(f) In the absence of any intimation under clause (c), it shall be assumed that the director shall attend the meeting in person.
(iv) At the commencement of the meeting, a roll call shall be taken by the Chairperson when every participating director through video conferencing or other audio visual means shall state, for record, the following-
· name 
· the location form where he is participating.
· that he has received the agenda and all the relevant material for the meeting; and
· that no one other than the concerned director is attending or having access to the proceedings of the meeting at the location mentioned in clause (b).
(v) (a) after the roll call, the Chairperson or the Company Secretary shall inform the Board about the names of the persons other than directors who are present for the said meeting at the request or with the permission of the Chairperson and confirm that the required quorum is complete. (A director participating in a meeting through video conferencing or other audio visual means shall be counted for the purpose of quorum, unless he is to be excluded for any items of business under any provisions of the Act or rules).
(b) The Chairperson shall ensure that the required quorum is present throughout the meeting.
(vi) With respect to every meeting conducted through video conferencing or other audio visual means authorized under these rules, the scheduled venue of the meeting as set forth in the notice convening the meeting, which shall be in India, shall be deemed to be the place of the said meeting and all recordings of the proceedings at the meeting shall be deemed to be made at such place.
(vii)  The statutory registers which are required to be placed in the Board meeting as per the provisions of the Act shall be placed at the scheduled venue of the meeting and where such registers are required to be signed by the directors, the same shall be deemed to have been signed by the directors participating through electronic mode, if they have given their consent to this effect and it is so recorded in the minutes of the meeting.
(viii) (a) Every participant shall identify himself for the record before speaking on any item of business on the agenda.
(b) If a statement of a director in the meeting through video conferencing or other audio visual means is interrupted or garbled, the Chairperson or Company Secretary shall request for a repeat or reiteration by the Director.
(ix) If a motion is objected to and there is a need to put it to vote, the Chairperson shall call the roll and note the vote of each director who shall indentify himself while casting his vote.
(x) From the commencement of the meeting and until the conclusion of such meeting, no person other than the chairperson, Director, Company Secretary and any other person whose presence is required by the Board shall be allowed access to the place where any director is attending the meeting either physically or through video conferencing without the permission of the Board.
(xi) (a) At the end of discussion on each agenda item, the Chairperson of the meeting shall announce the summary of the decision taken on such item along with names of the directors, if any, who dissented from the decision taken by majority.
(b) The minutes shall disclose the particulars of the directors who attend the meeting through video conferencing or other audio visual means.
(xii)  (a) The draft minutes of the meeting shall be circulated among all the directors within 15 days of the meeting either in writing or in electronic mode may be decided by the Board.
(b) every director who attended the meeting, whether personally or through video conferencing or other audio visual means, shall confirm or give his comments in writing, about the accuracy of recordings of the proceedings of that particulars meeting in the draft minutes, within 7 days or some reasonable time as decided by the Board, after receipt of the draft minutes falling which his approval shall be presumed.
(c) After completion of the meeting, the minutes shall be entered in the minute book as specified under section 118 and signed by the Chairperson.
“Video conferencing or other audio visual means” means audio visual electronic communication facility employed which enables all the persons participating in a meeting to communicate concurrently with each other without an intermediary and to participate effectively in the meeting.
5. Notice for calling a meeting of the Board. A meeting of the board shall be called by giving not less than 7 days` notice in writing to every director at his address registered with the company and such notice shall be sent by hand delivery or by post or by electronic means.
A meeting of the Board may be called at a shorter notice to transact urgent business subject to the condition that at least one independent director, if any, shall be present at the meeting.
In case of absence of independent director from the meeting of the Board (called at the shorter notice), decisions taken at the meeting shall be circulated to all the directors and shall be final only on rectification thereof by at least one independent director, if any.
6. Punishment. Every officer of the company whose duty is to give notice and who fails to do so shall be liable to a penalty of Rs. 25,000.
7. A OPC, small company and dormant company shall be deemed to have complied with the provisions relating to holding of meeting of the Board, if at least one meeting of the Board of directors has been conducted in each half of a calendar year and the gap between two meetings is not less than 90 days.
Note: provisions relating to the quorum for the meeting of board shall not apply to OPC in which there is only one director on its Board.
Quorum for meetings of Board [Section 174 of the Companies Act, 2013]    
1. Required quorum for a Board meeting
(a) As per section 174(1), the quorum shall be higher of-
(i) 1/3rd of total strength (any fraction of a number shall be rounded off as one); or
(ii) 2 directors.
(b) Participation of directors through video conferencing shall also be counted for the purpose of quorum.
2. The continuing directors may act notwithstanding any vacancy in the Board but, if and so long as their number is reduced below the quorum fixed by the Act for a meeting of the Board, the continuing director or directors may act for the purpose of increasing the number of directors to that fixed for the quorum or summoning a general meeting of the company and for no other purpose.
3. If the quorum is not present as per section 174(1) and the number of interested directors exceeds or is equal to 2/3rd of total strength of the Board of Directors, the quorum shall be-
(a) number of non interested directors who are present at the meeting; or
(b) 2 directors.
“Interested director” means a director within a meaning of section 184(2).
4. If a meeting of the Board could not be held for want of quorum, then unless the articles of the company otherwise provide, the meeting shall automatically stand adjourned to the same day at the same time and place in the next week or if that day is a national holiday, till the next succeeding day, which is not a national holiday, at the same time and place.
Note: “total strength” shall not include directors whose places are vacant.
Note:”public holiday” means a public holiday within the meaning of the Negotiable Instruments act, 1881. As per section 25 of the Negotiable Instrument Act, public holidays includes Sundays and any other day declared by the CG to be a public holiday.
Passing of resolution by circulation [Section 175 of the Companies Act, 2013]
1. Requirement of passing a resolution by circulation.
(a) Circulation of draft resolution and necessary papers. The draft resolution and necessary papers must be circulated to-
(i) to all the directors or members of the committee.
(ii) at their address registered with the company in India by hand delivery or by post or by courier, or through such electronic means as may be prescribed; and
(iii) the resolution has been approved by the majority of the directors or members, who are entitled to vote on the resolution.
2. If not less than 1/3rd of the total number of the directors of the company for the time being required that any resolution under circulation must be decided at a meeting, the chairperson shall put the resolution to be decided at the meeting of the Board.
3.   A resolution passed by circulation shall be noted at a subsequent meeting of the Board or the committee thereof and mad part of the minutes of such meeting.
4. As per rule 5 of the Companies (Meetings of Board and its powers) Rules, 2014, a resolution in draft form may be circulated to the directors together with the necessary papers for seeking their approval, by electronic means which may include E-mail or fax.
Defects in appointment of director s not to invalidate actions taken [Section 176 of the Companies Act, 2013]
No act done by a person as a director shall be deemed to be invalid, notwithstanding that it was subsequently noticed that his appointment was invalid by reason of any defect or disqualification or had terminated by virtue of any provision contained in this Act or in the articles of the company.
Provided that nothing in this section shall be deemed to give validity to any act done by the director after his appointment has been noticed by the company to be invalid or to have terminated.

Audit Committee [Section 177 of the Companies Act, 2014]
1. Applicability. As per the provisions of section 177(1) and rule 6 of the Companies (Meetings of Board and its powers) Rules, 2014, the Board of Directors of following companies shall constitute an Audit Committee-
(i)   Every listed company.
(ii) All the public companies with a paid up capital of Rs. 10 crores or more.
(iii) All public companies having turnover of Rs. 100 crores or more.
(iv) All public companies, having in aggregate, outstanding loans or borrowings or debentures or deposits exceeding Rs. 50 crores or more.
Note: the paid up share capital or turnover or outstanding loans, or borrowings or debentures or deposits, as the case may be, as existing on the date of last audited Financial Statements shall be taken into account.
2. Composition. The Audit Committee shall consist of minimum of 3 directors with independent director forming majority.
Majority members of Audit Committee including the Chairperson shall be persons with ability to read and understand the financial statement.
3. Reconstitution. Every audit committee of a company existing before the commencement of this Act shall be reconstituted with one year of such commencement (i.e. before 31-03-2015)
4. Functions of Audit Committee. Every Audit Committee shall act in accordance with the terms of reference specified in writing by the Board which shall inter alia, include-
(i) the recommendation for appointment, remuneration and terms of appointment of auditors of the company.
(ii) review and monitor the auditor`s independence and performance and effectiveness of audit process.
(iii) examination of the financial statement and auditor`s report thereon.
(iv) approval or any subsequent modification of transactions of the company with related parties.
(v) scrutiny of inter-corporate loans and investments.
(vi) valuation of undertakings or assets of the company, wherever it is necessary.
(vii) evaluation of internal financial control and risk management system.
(viii) monitoring the end use of funds raised through public offers and related matters.
5. Powers of Audit Committee-
(i) to call for the comments of the auditors about internal control system, the scope of audit, including the observations of the auditors and review of financial statements before their submission to the Board 
(ii) to discuss any related issues with the internal and statutory auditors and the management of the company.
(iii) To investigate 	into any matter in relation to the items referred to it by the Board and for this purpose shall have power to obtain professional advice from external sources and have full access to information contained in the records of the company.
6. The auditors of a company and the KMP shall have right to be heard in the meeting of the Audit Committee when it considers the audit report but shall not have right to vote.
7. The Board report shall disclose the composition of an Audit Committee and where the Board had not accepted any recommendations of the Audit Committee, the same shall be disclosed in such report with reason thereof.
8. Vigil Mechanism for director and employee. Every listed company and companies belonging to such class of companies, as prescribed under Rule 7 of the Companies (Meetings of Board and its powers) Rules, 2014 shall establish vigil mechanism for the directors and employees to report genuine concern or grievances-
(i) Listed companies.
(ii) Companies which accepts deposits from the public.
(iii) Companies which have borrowed money from banks and public financial instructions in excess of Rs. 50 crores.
	Mandatory Companies
	Other Companies 

	The companies which are required to constitute an Audit Committee shall operate the vigil mechanism through Audit Committee and if any of the members have a conflict of interest in a given case, they should recuse themselves and the others on the committee would deal the matter on hand.
	The Board of Directors shall nominate a director to play the role of audit committee for the purpose of vigil mechanism to whom other directors and employees may report their concern.



The existence of the vigil mechanism  shall be disclosed by the company on its website, if any, and in the Board`s report.  

Safeguard to employees and Directors
The vigil mechanism shall provide adequate safeguards against victimization of employees and Directors who avail of the vigil mechanism and also provide for direct access to the chairperson of the Audit Committee or the Director nominated to play the role of Audit Committee, as the cse may be in exceptional cases.
Action against frivolous complaints.
In case of repeated frivolous complaints being filed by a director or an employee, the audit committee or the director nominated to play the role of audit committee may take suitable action against the concerned director or employee.
Nomination and Remuneration Committee and Stakeholders Relationship [Section 178 of the Companies Act, 2013]
1. Applicability. As per section 178(1) and rule 6 of the Companies (Meetings of Board and its powers) Rules, 2014, the Board of Directors of following companies shall constitute an Nomination and Remuneration Committee-
(i) Every listed company.
(ii) All the public companies with a paid up capital of Rs. 10 crores or more.
(iii) All public companies having turnover of Rs. 100 crores or more.
(iv) All public companies, having in aggregate, outstanding loans or borrowings or debentures or deposits exceeding Rs. 50 crores or more.
2. Composition. The Nomination and Remuneration Committee shall consists of 3 or more non-executive directors out of which not less than one half shall be independent directors.
Chairperson of the company (whether executive or non-executive) may be appointed as a member of the Nomination and Remuneration Committee but shall not chair such Committee.
3. Functions of the Nomination and Remuneration Committee- Nomination and Remuneration Committee shall perform the following functions-
(i)  indentify persons who are qualified to become directors and who may be appointed in senior management in accordance with criteria laid down, recommend to the Board their appointment and removal and shall carry out evaluation of every director`s of performance. 
(ii) formulate the criteria for determining qualifications, positive attributes and independence of a director and recommend to the Board a policy, relating to the remuneration for the directors, KMP and other employees.
4. While formulating the above mentioned criteria the Nomination and Remuneration Committee shall consider the following points-
(i) the level and composition of remuneration is reasonable and sufficient to attract, retain and motivate directors of the quality required to run the company successfully.
(ii) relationship of remuneration to performance is clear and meets appropriate performance benchmark; and
(iii) remuneration to directors, KMP and senior management involves a balance between fixed and incentive pay reflecting short and long term performance objectives appropriate to the working of the company and its goals.
Stakeholder Relationship Committee;
1. Companies required to constitute a Stakeholder Committee. The Board of Directors of the following companies shall constitute a Stakeholder Relationship Committee-
(a) Companies which consists of more than 1000 shareholders.
(b) Debenture holders.
(c) Deposit holder; and
(d) Any other security holder.
(At anytime during the financial year)
2. Composition. A stakeholder Relationship company shall consist of a chairperson who shall be a non-executive director and such other members as may be decided by the Board.
3. The Stakeholder Relationship Committee shall consider and resolve the grievances of security holders of the company.
Punishment  for contravention of provisions of section 177 and 178.
1. in case any contravention by the company. Fine minimum Rs. 1,00,000 and maximum Rs. 5,00,000
2. in case of any contravention by the employee or officer of the company.
· Fine. Minimum Rs. 25,000 and maximum Rs. 1,00,000; or
· Imprisonment for a period which may be extended upto 1 year; or
· With both.
Note: non-consideration of resolution of any grievance by the Stakeholders Relationship Committee in good faith shall not constitute a contravention.
Power of Board [Section 179 of the Companies Act, 2013]
1. The Board of Directors of a company shall be entitled to exercise all such powers, and to do all such acts and things, as the company is authorized to exercise and do.
However, 	while exercising such power or doing such act or thing, the Board shall be subject to the provisions contained in that behalf in this Act, or in the memorandum or articles, or in any regulations not inconsistent therewith and duly made thereunder, including regulations  	made by the company in general meeting.   
2.  The Board shall not exercise any power or do any act or thing which is directed or required, whether under this Act or by the memorandum or articles of the company or otherwise, to be exercised or done by the company in general meeting.
3. No regulations made by the company in general meeting shall invalidate any prior act of the Board which would have been valid if that regulation had not been made.
4. Powers of the Board to be exercised by the Board by means of the resolution passed at a duly conveyed Board meeting-
(a) to make calls on shareholders in respect of money unpaid on their shares.
(b) to authorize buy-back of securities under section 68.
(c) to issue securities including debentures, whether in or outside India.
(d) to borrow monies.
(e) to invest the funds of the company.
(f) to grant loans or give guarantee or provide security in respect of loans.
(g) to approve financial statement and the Board`s report.
(h) to diversify the business of the company.
(i) to approve amalgamation, merger or reconstruction.
(j) to take over a company or acquire a controlling or substantial stake in another company.
(k) any other matter which may be prescribed.
Additionally Rule 8 of the Companies (Meetings of Board and its Powers) Rules, 2014 has prescribed certain more powers that shall also be exercised by the Board of Directors only by means of resolutions passed at the meeting of the Board-
(1) to make political contributions.
(2) to appoint or remove KMP.
(3) to take note of appointment(s) or removal(s) of one level below the KMP.
(4) to appoint internal auditors and secretarial auditor.
(5) to take note of the disclosure of director`s interest and shareholding.
(6) to buy, sell investments held by the company (other than trade investment), constituting 5% or more of the paid up share capital and free reserves of the investee company.
(7) to invite or accept or renew public deposits and related matters.
(8) to review or change the terms and conditions of public deposit.
(9) to approve quarterly, half yearly and annual financial statements or financial results as the case may be.    
5. The Board may, by a resolution passed at a meeting, delegate the powers specified in points (d) to (f) above, on such conditions as it may specify to-
(a) any committee of directors.
(b) the managing director.
(c) the manager or any principal officer of the company; or
(d) the principal officer of the branch office (in the case of a branch office of the company).
However, the acceptance by a banking company in the ordinary course of its business of deposits of money from the public repayable on demand or otherwise and withdrawable by cheque, draft, order or otherwise, or the placing of monies on deposits by a banking company with another banking company on such conditions as the Board may prescribe, shall not be deemed to be borrowing of monies or, as the case may be, a making of loans by a banking company within the meaning of this section.
Explanation I- nothing in point (d) shall apply to borrowings by a banking company from other banking companies or from the Reserve Bank of India, the State Bank of India or any other banks established by or under any Act.
   Explanation II- in respect of dealing between a company and its bankers, the exercise by the company of the power specified in point (d) shall mean the arrangement made by the company with its bankers for the borrowings of money by way of overdraft or cash credit or otherwise and not the actual day-to-day  operations on overdraft, cash credit or other accounts by means of which the arrangement so made is actually availed of.
6. Nothing in this section shall however be deemed to affect the right of the company in the general meeting, to impose restrictions and conditions on the exercise by the Board of any of the powers specified in this section above.
Restriction on the powers of Board [Section 180 of the Companies Act, 2013]
1. The Board of Directors of a company shall exercise the following powers only with the consent of the company by a special resolution-
(a) To sell, lease or otherwise dispose of the whole or substantially the whole of the undertaking of the company or where the company owns more than one undertaking, of the whole or substantially the whole of any such undertaking.
“Undertaking” shall mean an undertaking in which the investment of the company exceeds 20% of its net worth as per the audited balance sheet of the preceding financial year or an undertaking which generates 20% of the total income of the company during the previous financial year.
The expression “Substantially the whole of the undertaking” in any financial year shall means 20% or more of the value of the undertaking as per the audited balance sheet of the preceding financial year.
(b) To invest otherwise in trust securities the amount of compensation received by it as a result of any merger or amalgamation.
(c) To borrow money, where the money to be borrowed, together with the money already borrowed by the company will exceed aggregate of its paid-up share capital and free reserves, apart from temporary loans obtained from the company`s bankers in the ordinary course of business.
However, the acceptance by a banking company, in the ordinary course of its business, of deposits of money from the public, repayable on demand or otherwise and withdrawals by cheque, draft, order or otherwise, shall not be deemed to be a borrowing of monies by the banking company within the meaning of this clause.
“Temporary Loans” means loans repayable on demand or within 6 months from the date of such loan such as short-term, cash credit arrangements, the discounting of bills and the issue of other short-term loans of seasonal character, but does not include loans raised for the purpose of financial expenditure of a capital nature.
(d) To remit, or give for the repayment of, any debt due from a director.
2. Every special resolution passed by the company in the general meeting in relation to the exercise of the powers referred in the point (c) above shall specify the total amount up to which monies may be borrowed by the Board of Directors.
3. Nothing contained in point (a) shall affect-
(a) the title of a buyer or other person who buys or takes on lease any property, investment or undertaking as is referred to in that clause, in good faith.
(b) the sale or lease of any property of the company where the ordinary business of the company consists of, or comprises, such selling or leasing.
4. Any special resolution passed by the company consenting to the transaction as is referred in above point (a) may stipulate conditions as may be specified in such resolution, including conditions regarding the use, disposal or investment of the sale proceeds which may result from the transactions.
Provided that, this sub section shall not be deemed to authorize the company to effect any reduction in its capital except in accordance with the provision contained in the Act.
5. No debt incurred by the company in excess of the limit imposed by above point (c) shall be valid or effectual, unless the lender proves that he advanced the loan in good faith and without knowledge that the limit imposed by the clause had been exceeded.

Company to contribute to bona fide and charitable funds, etc. [Section 181 of the Companies Act, 2013]
1. Board of Director may contribute to bona fide charitable and other funds.
2. Prior permission of the company in general meeting shall be required for such contribution in case any amount the aggregate of which, in any financial year, exceeds 5% of its average net profit foe three immediately preceding financial years.
Prohibitions and restrictions regarding political contributions [Section 182 of the Companies Act, 2013]
1. Companies eligible to make political contributions. Companies other than a Government company and a company which has been in existence for less than 3 financial years may contribute amount directly or indirectly to any political party.
“Political party” means a political party registered under section 29A of the representation of People Act, 1951.
2. Overall ceiling. The aggregate amount of the amount which may be so contributed by a company in any financial year shall not exceed 7.5% of its average net profit during the three immediately preceding financial years.
3. No such contribution shall be made by a company unless a resolution authorizing such contribution is passed at a meeting of Board of Directors and such resolution shall be deemed to be a justification in law for making and the acceptance of such contribution authorized by it.
4.  Without prejudice to the generality of the provision of sub section (1),
(a) a donation or subscription or payment caused to be given by a company on its behalf or on its account to a person who, to its knowledge, is carrying on any activity which, at the time at which such donation or subscription or payment was given or made, can reasonably be regarded as likely to affect public support for a political party shall also be deemed to be contribution of the amount of such donation, subscription or payment to such person for a political purpose.
(b)  the amount of expenditure incurred, directly or indirectly, by a company on an advertisement in any publication, being a publication in the nature of a souvenir, brochure, tract, pamphlet or the like, shall also be deemed,-
(i) where such publication is by or on behalf of a political party, to be a contribution of such amount to such political party, and
(ii) where such publication is not by or on behalf of, but for the advantage of a political party, to be contribution for a political purpose.
5. Every company shall disclose in its profit and loss account any amount or amounts contributed by it to any political party during the financial year to which that account relates, giving particulars of the total amount contributed and the name of the party to which such amount has been contributed.
6. If a company makes any contribution in contravention of the provisions of this section, the company shall be punishable with a fine which may extend to 5 times the amount so contributed and every officer of the company who is in default shall be punishable with imprisonment for a term which may extend to 6 months and with a fine which may extend to 5 times the amount so contributed.
Power of Board and other persons to make contribution to national defence fund etc [Section 183 of the Companies Act, 2013]
1. The Board of Directors of any company or any person or authority exercising  the powers of the Board of Directors of a company, or of the company in general meeting, may, notwithstanding anything contained in section 180, 181 and 182 or any other provision of this Act or in the memorandum, articles or any other instrument relating to the company, contribute such amount as it thinks fit to the National Defence Fund or any other Fund approved by the CG for the purpose of national defence.
2. Every company shall disclose in its profit and loss account the total amount or amounts contributed by it to the Fund referred to in point (1) as specified above, during the financial year to which the amount relates.
Disclosure of interest by director [Section 184 of the Companies Act, 2013]
Section 184 is applicable to all directors of the company and to all the companies
1. When a director is required to disclose interest. Every director shall disclose interest:
(i) At the first meeting of the Board in which he participates as director; and
(ii) Thereafter, at the first meeting of the Board in every financial year; or
(iii) Whenever there is any change in disclosures already made, then at the first board meeting held after such change.  
2. Every director shall disclose his concern or interest in any company or companies or bodies corporate, firms, or other association of individuals which shall include the shareholding, is such manner as may be prescribed.
As per the Companies (Meeting of Board and its Powers) Rules, 2014 director shall disclose his concern or interest, by giving notice in writing.
3. Mandatory disclosure by a director. Whenever any director of a company who is any way, directly or indirectly, concerned or interested in a contract or arrangement or proposed contract or arrangement entered into or to be entered into, shall disclose the nature of his concern or interest at the meeting of the Board in which the contract or arrangement is discussed and shall not participate in such meeting. In the following cases it is mandatory for a director to make necessary disclosures-
Whenever any director of the company, who is in any way, whether directly or indirectly, concerned or interested in a contract or arrangement entered into or to be entered into-
(a) with a body corporate in which such director or such director in association with any other director, hold more than 2% shareholding of that body corporate, or is a promoter, manager, chief executive officer of that body corporate; or
(b) with a firm or other entity in which, such director is a partner, owner or member as the case may be.
However, where any director who is not so concerned or interested at the time of entering into such contract or arrangement, he shall, if he becomes, concerned or interested after the contract or arrangement is entered into, disclose his concern or interest forthwith when he becomes concerned or interested or at the first meeting of the Board held after he becomes so concerned or interested.
4. Consequences of non disclosure-
(i) A contract or arrangement entered into by the company without disclosing or with the participation by a director who is concerned or interested in an y way, directly or indirectly, in the contract or arrangement, shall be voidable at the option of the company.
(ii) Penalty. If a director of the company contravenes the provisions of the section 184 (1) & (2), such director shall be punishable with a imprisonment for a term which may be extended to one year or with a fine which shall be not less than Rs50,000 but which may be extended up to Rs. 1,00,000 or with both.
5. Nothing is section 184-
(i) Shall be taken to prejudice the operation of any rule of law restricting a director of a company from having any concern or interest in any contract or arrangement with the company.
(ii) Shall apply to any contract or arrangement entered into or to be entered into between two companies where any of the directors of the one company or two or more of them together holds or hold not more than 2% of the paid-up share capital in the other company.
Loans to director, etc [Section 185 of the Companies Act, 2014]
1. No company shall directly or indirectly, advance any loan, including any loan represented by a book debt, to any of its directors or to any person in whom the director in interested or give any guarantee or provide any security in connection with any loan taken by him or such other person. 
2. Exceptions. Above mentioned restrictions does not apply in the following case:
(a) giving of loan to managing director or whole-time director –
(i) as a part of the conditions of services extended by the company to all its employees; or
(ii) pursuant to any scheme approved by the members by a special resolution; or
(b) a company which in the ordinary course of its business provides loans or gives guarantees or securities for the due payment of any loan and in respect of such loans an interest in charged at a rate not less than the bank rate declared by the RBI.
3. The expression “to any other person in whom director is interested” means –
(a) any director of the lending company, or of a company which is its holding company or any partner or relative of any such director.
(b) any firm in which any such director or relative is a partner.
(c) any private company of which any such director is a director or member.
(d) any body corporate at a general meeting of which not less than 25% of the total voting power may be exercised or controlled by any such directors, or by two or more such directors, together; or
(e) any body corporate, the Board of directors, managing director or manager, whereof is accustomed to act in accordance with the direction or instructions of the Board, or of any director or directors, of the lending company.
4. Penalty for contravention: if any loan is advanced or a guarantee is given or provided in contravention of the provisions of section 185, the following penalties shall be leviable- 
(a) On company: Minimum Rs. 5,00,000 and maximum Rs. 25,00,000
(b) On defaulting director and the other person to whom any loan is advanced or guarantee or security is given or provided in connection with any loan taken by him or the other person:
· Imprisonment- maximum 6 months; or
· Fine – Minimum Rs. 5,00,000 and maximum Rs. 25,00,000; or
· With both.
5. Rule 10 of the Companies (Meetings of Board and its Powers) Rules, 2014 has exempted the following from the scope of section 185 provided that the loans are utilized by the subsidiary company for its principle business activities.
(i) Any loan made by a holding company to its wholly owned subsidiary company or any guarantee given or security provided by a holding company in respect of any loan made to its wholly owned subsidiary company is exempted from the requirements under this section; and
(ii) Any guarantee given or security provided by a holding company in respect of loan made by any bank or financial institution to its subsidiary company is exempted from the requirements under this section.  
  Loan and investment by company [Section 186 of the Companies Act, 2013]
1. Without prejudice to the provisions contained I this Act, a company shall unless otherwise prescribed, make investment through not more than two layers of investment companies.
However the above mentioned provision shall not affect-
(a) a company from acquiring any other company incorporated in country outside India if such company has investment subsidiaries beyond two layers as per the laws of such country.
(b) 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 time being in force.
2. Restrictions on a company. section 186(2) provides, 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. Higher of the following:
Exceeding 60% 0f (paid-up share capital + free reserves + securities premium account); or
100% of (free reserves + securities premium account)
3. Prior approval for exceeding limits [Section 186(3)]. Prior approval by means of a special resolution passed at a general meeting shall be necessary where the giving of any loan or guarantee or providing any security or the acquisition exceeds the specified limits.
Rule 13 of the Companies (Meeting of Board and Powers) Rules, 2014 provides;
(i) Where the aggregate of the loans and investment so far made, the amount for which guarantee or security so far provided to or in all other bodies corporate along with the investment, loan, guarantee or security proposed to be made or given by the Board, exceed the limits specified under section  186 no investment or loan shall be made or guarantee  shall be given or security shall be provided unless previously authorized by a special resolution passed in the general meeting.
Explanation: for the purpose of this rule, it is clarified that it would sufficient compliance if such special resolution is passed within one year from the date of notification of this section.
(ii) a resolution passed at general meeting to give any loan or guarantee or investment or providing any security or the acquisition shall specify the total amount up to which the Board of Directors are authorized to give such loan or guarantee, to provide such security or make such acquisition.
4. Disclosure to members: the company shall disclose to the members in the financial statement the full particulars of:
(i) loan given.
(ii) investment made or guarantee given or security provided.
(iii) the purpose for which the loan of guarantee or security is proposed to be utilized by the recipient of the loan or guarantee or security..
5. Unanimous resolution. No investment shall be made or loan or guarantee or security given by the company unless the resolution sanctioning it is passed at a meeting of the Board with the consent of all the directors present at the meeting and the prior approval of the public financial institution concerned where any term loan in subsisting, is obtained.
However, prior approval of the public financial institution shall not be required where the aggregate of the loans and investments so far made, the amount for which guarantee or security so far provided to or in all other bodies corporate, along with the investments, loans, guarantee or security proposed to be made or given does not exceed the specified limits, and there is no default in repayment of loan installments or payment of interest thereon as per the terms and conditions of such loan to the public financial institutions.
6. No company, which is registered under section 12 of the Securities and Exchange Board of India Act, and covered under such class or classes of companies as may be prescribed, shall take inter-corporate loan or deposits exceeding the prescribed limit such company shall furnish in its financial statement the details of the loan or deposits.
7. Rate of Interest on loan. No loan shall be given under this section at a rate of interest lower than the prevailing yield of one year, three year, five year or ten year Government Security closet to the tenor of the loan.
8. No loan till default is subsisting. No company which is in default in the repayment of any deposits accepted before or after the commencement of this Act or in payment of interest thereon, shall give any loan or give any guarantee or provide any security or make an acquisitions till such default is subsisting.
9. Maintenance of Register. Every company giving loan or giving a guarantee or providing security or making an acquisition under this section shall keep a register which shall contain such particulars and shall be maintained in such manner  as may be prescribed.
Rule 13 of the Companies (Meeting of Board and Powers) Rules, 2014 provides;
(i) Every company giving loan or giving guarantee or providing security or making an acquisition of securities shall, from the date of its incorporation, maintain a register in form MBP 2 and enter separately, the particulars of loans and guarantees given, securities provided and acquisitions made as aforesaid.
(ii) The entries in the register shall be made chromatically in respect of each such transaction within 7 days of making such loan or providing security or making acquisitions.
(iii) The register shall be kept at the registered office of the company and the register shall be preserved permanently and shall be kept in the custody of the company secretary of the company or any other person authorized by the Board for the purpose.
(iv) The entries in the register (either manual or electronic) shall be authenticated by the company secretary of the company or by any other person authorized by the Board for the purpose.
(v) The register can be maintained either manually or in electronic mode.
(vi) The extracts from the register maintained under section 186(9) may he furnished to any member of the company on payment of such fee as may be prescribed in the Articles of the company which shall not exceed Rs. 10 for each page.
10. Register shall be kept at the registered office of the company and-
(a) shall be open to inspection at such office; and
(b) extracts may be taken there from by any member.
11. Nothing contained in section 186, except sub-section (1) of section 186, shall apply-
(a) to a loan made, guarantee given or security provided by a banking company or an insurance company or a housing finance company in the ordinary course of its business or a company engaged in the business of financing or of providing infrastructural facilities;
According to the Companies (Meeting of Board and its Powers) Rules, 2014, the expression “business of financing” shall include, with regard to a Non-Banking Financial Company registered with the RBI, “business of giving any loan to a person or providing any guaranty or security for due repayment of any loan availed by any person in the ordinary course of its business”.
(b) to any acquisition-
(i) made by a non-banking financial company registered under chapter IIIB of the RBI Act,1934 and whose principle business is acquisition of securities;
Provided that exemption to non-banking financial company shall be in respect of its investment and lending activities
(ii) made by a company whose principal business is the acquisition of securities.
(iii) of shares allotted in pursuance of section 62(1)(a).
12. Power of CG to make rules. The CG may make rules for the purpose of this section.
13. Penalty. If a company contravenes the provisions of section 186, the company shall be punishable with fine which shall not be less than Rs. 25,000 but which may be extended to Rs. 5,00,000 and every officer of the company who is in default shall be punishable with imprisonment for a term which may be extended to 2 years and with fine which shall not be less than Rs. 25,000 but which may be extended to Rs. 1,00,000.
14. For the purpose of section 186-
(a) the expression “investment company” means a company whose principal business is the acquisition of shares, debentures or other securities.
(b) the expression “ infrastructure facilities” means the facilities specified in Schedule VI.  
Investments of company to be held in its own name [Section 187 of the Companies Act, 2013]
1. All investments made or held by a company in any property, security or other asset shall be made and held by in its own name.
However, the company may hold any shares in its subsidiary company in the name of any nominee or nominees of the company, if it is necessary to do so, to ensure that the number of members of the subsidiary company is not reduced below the statutory limit.
2. Nothing in this section shall be deemed to prevent a company-
(a) from depositing with a bank, being the bankers of the company, any shares or securities for the collection of any dividend or interest payable thereon; or
(b) from depositing with, or transferring to, or holding in the name of, the SBI or a schedule bank, being the bankers of the company, shares or securities, in order to facilitate the transfer thereof.
Provided that if within a period of 6 months from the date on which the shares or securities are transferred by the company to, or are first held by the company in the name of the SBI or a scheduled bank as aforesaid, no transfer of such shares or securities takes place, the company shall, as soon as practicable after the expiry of that period, have the shares or securities re-transferred to it from the SBI or the scheduled bank or, as the case may be, again hold the shares or securities in its own name.; or
(c) from depositing with, or transferring to, any person any shares or securities, by way of security for the repayment of any loan advanced to the company or the performance of any obligation undertaken by it.
(d) from holding investments in the name of a depository when such investments are in the form of securities held by the company as a beneficial owner.
3. Where the shares or securities in which investments have been made by a company are held in the name of depository, the company shall maintain a register which shall contain such particulars as may be prescribed and such register shall be open to inspection by any member or debenture-holder of the company without any charge during business hours subject to such reasonable restrictions as the company may by its articles or in general meeting impose.
4. If a company contravenes the provisions of this section, the company shall be punishable with fine which shall not be less than Rs. 25,000 but which may be extended to Rs. 25,00,000 and every officer of the company who is in default shall be punishable with the imprisonment for a term which may be extended to 6 months or with fine which shall not be less than Rs. 25,000 but which may be extended to Rs. 1,00,000, or with both.   
Rule 14 of the Companies (Meeting of Board and Powers) Rules, 2014 provides;
1. Every company shall, from the date of its registration, maintain a register in form MBP3 and enter therein, chronologically, the particulars of investments in shares or other securities beneficially held by the company but which are not held in its own name and the relationship or contract under which investment is held in the name of any other person.
2. The company shall also record whether such investment are held in a third party`s name for the time being or otherwise.
3. The register shall be maintained at the registered office of the company. The register shall be preserved permanently and shall be kept in the custody of the company secretary of the company or if there is no company secretary, any director or any other officer authorized by the Board for the purpose.
4. The entries in the register shall be authenticated by the company secretary of the company or by any other person authorized by the Board for the purpose.
Related party transactions (RTP) [Section 188 of the Companies Act, 2013]
1. Except with the consent of the Board of Directors given by a resolution at a meeting of the Board and subject to such conditions as may be prescribed, no company shall enter into any contract or arrangements with the related party with respect to-
(a) sale, purchase or supply of any goods or materials.
(b) selling or otherwise disposing of, or buying, property of any kind.
(c) leasing of property.
(d) availing or rendering of any services.
(e) appointment of any agent for purchase or sale of goods, materials, services or property.
(f) such related party`s appointment to any office or place of profit in the company, its subsidiary company or associate company; and
(g) underwriting the subscription of any securities or derivatives thereof, of the company.
As per rule 15(1) of the Companies (Meeting of Board and Powers) Rules, 2014, the agenda of the Board meeting at which resolution is proposed to be moved shall disclose-
(a) the name of the related party and nature of relationship.
(b) the nature, duration of the contract and particulars of the contract or arrangement.
(c) the material terms of the contract or arrangement including value, if any.
(d) any advance paid or received for the contract or arrangement, if any.
(e) the manner of determining the pricing and other commercial terms, both includes as part of contract and not considered with the rationale for not considering those factors; and
(f) any other information relevant or important for the Board to take a decision on the proposed transaction.
However, no contract or arrangement, in the case of a company having a paid-up share capital of not less than such amount, or transaction not exceeding such sums, as may be prescribed, shall enter into except with the prior approval of the company by a special resolution. [First proviso to section 188(1)]  
Rule 15(3) of the Companies (Meeting of Board and Powers) Rules, 2014, provides that, except with the prior approval of the company by a special resolution-
(i) a company having a paid-up share capital of Rs. 10 crores or more shall not enter into a contract or arrangement with any related party; or
(ii) a company shall not enter into a transaction or transactions, where the transactions to be entered into-
(a) as contracts or arrangements with respect to clauses (a) to (e) of section 188(1) with criteria, as mentioned below-
(i) sale, purchase or supply of any goods or materials directly or through appointment of agents exceeding 10% of the turnover of the company or Rs. 100 crores, whichever is lower as mentioned in clause (a) and clause (e) respectively of section 188(1). 
(ii) Selling or otherwise disposing of or buying property of any kind, directly or through appointment of agent, exceeding 10% of net worth of the company or Rs. 100 crores, whichever is lower, as mentioned in clause (a) and clause (e) respectively of section 188(1).
(iii) Leasing of property of any kind exceeding 10% of turnover of the company or Rs. 100 crores , whichever is lower, as mentioned in clause (d) and clause (e) respectively of section 188(1).
(iv) Availing of rendering of any services, directly or through appointment of agent, exceeding 10% of the turnover of the company or Rs. 50 crore, whichever is lower, as mentioned in clause (d) and clause (e) respectively of section 188(1).
Explanation: it is hereby clarified that the limits specified in sub-clauses (i) to (iv) shall apply for transaction or transactions to be entered into either individually or taken together with the previous transactions during a financial year. 
(b) Appointment to any office or place of profit in the company, its subsidiary company, or associate company at a monthly remuneration exceeding Rs. 2.5 lakh as mentioned in clause (f) section 188(1).
(c) remuneration for underwriting the subscription of any securities or derivatives thereof of the company exceeding 1% of the net worth as mentioned in clause (g) of section 188(1).
Note
· the turnover or net worth referred in the above sub-rules shall be computed on the basis of the Audited Financial Statement of the preceding financial year.
· In case of wholly owned subsidiary, the special resolution passed by the holding company shall be sufficient for the purpose of entering 	into the business transactions between wholly owned subsidiary and the holding company.
(iii) The explanatory statement to be annexed to the notice of a general meeting convened pursuant to section 101 shall contain the following particulars namely-
(a) name of the related party.
(b) name of the director or key managerial person who is related, if any.
(c) nature of relationship.
(d) nature, material terms, monetary value and particulars of the contract or arrangement.
(e) any other information relevant or important for the members to take a decision on the proposed resolution.
No voting by related party: no member of the company shall vote on such special resolution, to approve any contract or arrangement which may be entered into by company, if such member is a related party. [Second proviso to section 188(1)]
According to rule15 (2) of the Companies (Meeting of Board and Powers) Rules, 2014, where any director is interested in any contract or arrangement with a related party, such director shall not be present at the meeting during discussion on the subject matter of the resolution relating to such contract or arrangement.
2. However, nothing provided above shall apply to any transactions entered into by the company on the ordinary course f business other than transaction  which are not on an arm`s length.
3. Explanation-
(a) the expression “office or place of profit” means any office or place-
(i) where such office or place is held by director, if the director holding it receives from the company anything by way of remuneration over and above the remuneration to which he is entitled as director, by way of salary, fee, commission, perquisites, any rent-free accommodation, or otherwise.
(ii) where such office or place is held by an individual other than a director or by any firm, private company or other body corporate holding it receives from the company anything by way of remuneration, salary, fee, commission, perquisites, any rent free accommodation, or otherwise.
(b) the expression “arm`s length transaction” means a transaction between two related parties that is conducted as if they were unrelated, so that there is no conflict on interest.
4. Every contract or arrangement entered into with related party as mentioned under section 188(1), shall be referred to in the Board`s report to the shareholders along with the justification for entering into such contract or arrangement.
5. Related party transaction can be voidable at the option of the Board [Section 188(3)]. A contract or arrangement shall be voidable at the option of the Board:
(a) Where any contract or arrangement is entered into by a director or any other employee, without obtaining the consent of the Board or approval by a special resolution in the general meeting; and
(b) If it is not ratified by the Board, as the case may be, shareholders at a meeting within 3 months from the date on which such contract or arrangement was entered into. 
Further, any contract or arrangement is with a related party to any director, or is authorized by any other director the directors concerned shall indemnify the company against any loss incurred by it.
6. Section 188(4) provides that without prejudice to anything contained in section 188(3), it shall be open to the company to proceed against a director or any other employee who had entered into such contract or arrangement in contravention of the provision of this section for recovery of any loss sustained by it as a result of such contract or arrangement.
7. Penalty for contravention: any director or employee of a company, who had entered into or authorized the contract or arrangement in violation of the provisions of this section, shall-
(a) in case of a listed company, be punishable with imprisonment for a term which may be extended upto 1 year or with fine which shall not be less than Rs. 25,000 but which may be extended to Rs. 5,00,000; or with both.
(b) in case of any other company, be punishable with fine which shall not be less than Rs. 25,000 but which may be extended to Rs. 5,00,000.
8. “Related Party” means-
(a) a director or his relative.
(b) a KMP or his relative.
(c) a firm, in which a director, manager or his relative is a partner.
(d) a private company in which a director or manager is a member or director.
(e) a public company in which a director or manager is a director or holds along with his relatives, more than 2% of its paid-up share capital.
(f) any body corporate of which director or manager of the company is a shadow director.
(g) any shadow director of the company (i.e. any person on whose advice, directions or instructions a director or manger of the company  is accustomed to act).
(h) any company which is-
(i) a holding, subsidiary or an associate company of such company; or
(ii) a subsidiary of a holding company to which it is also a subsidiary.
(i) such other persons as may be prescribed.
Note: Rule 3 of the Companies (Specifications of Definitions Details) rules, 2013 provides that for the purposes of sub-clause (ix) of clause (76) of section 2 of the Act, a director or KMP of the holding company or his relative with reference to a company, shall be deemed to be a related party.
The persons covered in items (f) and (g) above shall not be related parties if advice, directions or instructions are given by them in a professional capacity.
Register of contracts or arrangements in which directors are interested [Section 189 of the Companies Act, 2013] 	
1. Maintenance of register of contracts or arrangements. Section 189 makes it mandatory for all companies to keep one or more register giving separately the particulars of all contracts or arrangements as required under:
(a) section 184(2) [interested director]
(b) section 188 [related party]
2. The register shall be prepared in such manner and containing such particulars as may be prescribed and after entering the particulars, the duly filled and updated register or registers shall be placed before the next meeting of the Board and signed by all the directors present at the meeting.
Rule 16 of the Companies (Meetings of Board and its powers) Rules, 2014 provides that, every company shall, from the date of incorporation, maintain a register in form MBP 2 and enter the particulars of loans and guarantee given, securities provided and acquisitions made. Further, the entries in the register shall be made chronologically in respect of each such transaction within 7 days from making of such loan or giving guarantee or providing security or making acquisition.
3. Disclosure to be made by director or KMP. Every director or KMP shall, within a period 0f 30 days of his appointment, or relinquishment of his office, as the case may be, disclose to the company the particulars specified in section 184(1) relating to his concern or interest in the other associations which are required to be included in the register under that sub-section or such other information relating to himself as may be prescribed.
4. Register to be kept at registered office. The register shall be kept at the registered office of the company and it shall be open for inspection at such office during business hours.
5. Extracts from register. Extracts may be taken from the register, and copies thereof as may be required by any member of the company shall be furnished by the company to such extent, in such manner, and on payment of such fees as may be prescribed.
6. Register to be produced at AGM. The register shall also be produced at the commencement of every AGM of the company and shall remain open and accessible during the continuance of the meeting to any person having the right to attend the meeting. Thus, even a proxy has the rights to inspect the register.
7. Exceptions.  Nothing contained in section 189(1) shall apply to any contract or arrangement- 
(i) for sale, purchase, or supply of any goods, materials or services if the value of such goods and materials or the cost of such services does not exceed Rs. 5,00,000 in the aggregate in any year.
(ii) by a banking company for the collection of bills in the ordinary course of its business.
8. Penalty.  Every director who fails to comply with the provisions of this section and the rules made thereunder shall be liable to a penalty of Rs. 25,000.
Contract of employment with managing or whole- time directors [Section 190 of the Companies Act, 2013]
1. Every company shall keep at its registered office-
(a) where a contract of services with a managing director or whole-time director is in writing, a copy of the contract; or
(b) where such contract is not in writing, a written memorandum setting out its terms.
2. The copies on contract or the memorandum shall be open to inspection by any member of the company without payment of fee.
3. If any default is made in complying with the provisions of this section, the company shall be liable to a penalty of Rs. 25,000 and every officer of the company who is in default shall be liable to a penalty of Rs. 5,000 for each default.  
4. Provisions of this section are not applicable to a private company.
Payment to director for loss of office, etc., in connection with transfer of undertaking, property or shares. [Section 191 of the Companies Act, 2013]
Section 191 provides for payment to director for loss of office etc., in connection with transfer of undertaking, property or share. 
1. Provisions of section 191 are applicable to all companies.
2. As per the provisions of sub-section (1), no director of a company shall, in connection with-
(a) the transfer of the whole or any part of any undertaking or property of the company; or
(b) the transfer of any person of all or any of the shares in a company being a transfer resulting from-
(i) an offer made to the general body of shareholders.
(ii) an offer made by or on behalf of some other body corporate with a view to a company becoming a subsidiary company of such body corporate or a subsidiary company of its holding company.
(iii) an offer made by or on behalf of an individual with a view to his obtaining the right to exercise, or control the exercise of, not less than 1/3rd of the total voting power at any general meeting of the company; or
(iv) any other offer which is conditional on acceptance to a given extent,
receive any payment by way of compensation for loss of office or as consideration for retirement from office, or in connection with such loss or retirement form such company of from transferee of such undertaking or property, or from the transferee of shares or from any other person, not being such company, unless particulars as may be prescribed with respect to payment proposed to be made by such transferee or person, including the amount thereof, have been disclosed to the members of the company and the proposal has been approved by the company in general meeting.
However , nothing in section 191(1) shall affect any payment made by a company to a managing director or whole-time director or manager of the company by way of compensation for loss of office or as consideration for retirement from office or in connection with such loss or retirement subject to limits or priorities, as may be prescribed
3. if the above payment is not approved for want of quorum either in a meeting or an adjourned meeting, the proposal shall not be deemed to have been approved.
4. If a director contravenes the provisions of this section, such director shall be punishable with fine which shall not be less than Rs. 25,000 but which may be extended upto Rs. 1,00,000.
5. Nothing in this section shall be taken to prejudice the operation of any law requiring disclosure to be made with respect to any payment received under this section or such like payments made to a director.
Rule 17 of the Companies (Meetings of Board and its Powers) Rules, 2014 provides-
1. No director of a company shall receive any payment by way of compensation in connection with any event mentioned in section 191(1) unless the following particulars are disclosed to the members of the company and they pass a resolution at a general meeting approving the payment of such amount-
(a) name of the director.
(b) amount proposed to be paid.
(c) event due to which compensation become payable.
(d) date of Board meeting recommending such payment.
(e) basis for the amount determined.
(f) reason or justification for the payment.
(g) manner of payment- whether payable in cash or otherwise and how.
(h) sources of payment; and
(i) any other relevant particulars as the Board may think fit.
2. Any payment made by a company way of compensation for the loss of office or as a consideration for retirement from office or in connection with such loss or retirement, to a managing director or whole time director or manager of the company shall not exceed the limit as 	set out under section 202.
3. No payment shall be made to the managing director or whole time director or manager of the company by way of compensation for the loss of office or as consideration for retirement from the office (other than notice pay and statutory payments in accordance with the terms of appointment of such director or manager, as applicable) or in connection with loss or retirement if –
(a) the company is in default in repayment of public deposits or payment of interest thereon.
(b) the company is in default in redemption of debentures or payment of interest thereon.
(c) the company is in default in repayment of any liability, secured or unsecured, payable to any bank, public financial institution or any other financial institution.
(d) the company is in default in payment of dues towards income tax, Vat, excise duty, service tax or any other duty, by whatever name called, payable to the CG or any State Government, statutory authority or local authority (other than in cases where the company has disputed the liability to pay such dues).
(e) there are outstanding statutory dues to the employees or workmen of the company which have not been paid by the company (other than in cases where the company has disputed the liability to pay such dues); and
(f) the company has not paid dividend on preference shares or not redeemed preference shares on due date.
Restriction on non-cash transactions involving directors [Section 192 of the Companies Act, 2013]
According to section 191:-
1. No company shall enter into an arrangement by which-
(a) a director of the company or its holding company, subsidiary, or associate company or a person connected with him acquires or is to acquire assets for consideration other than cash, from the company; or
(b) the company acquires or is to acquire assets for consideration other than cash, from such director or person so connected, unless prior approval for such arrangement is accorded by a resolution of the company in general meeting and if the director or connected person is a director of its holding company, approval shall also be required to be obtained by passing a resolution in general meeting of the holding company.
2. The notice for approval of the resolution by the company or holding company in general meeting shall include the particulars of the arrangement along with the value of the assets involved in such arrangement duly calculated by a registered valuer.
3. Any arrangement entered into by a company or its holding company in contravention of the of the provision of this section shall be voidable at the instance of the company unless-
(a) the restitution of any money or other consideration which is the subject-matter of the arrangement is no longer possible and the company has been indemnified by any other person for any loss or damage caused to it; or
(b) any rights are acquired bona fide for value and without notice of the contravention of the provisions of this section by any other person.
Contracts by One Person Company [Section 193 of the Companies Act, 2013]
1. Where OPC limited by shares or by guarantee enters into a contract with the sole member of the company who is also the director of the company, the company shall, unless the contract is in writing or are recorded in the minutes of the first meeting of the Board of Directors of the company held next after entering into contract.
However, nothing in this sub-section shall apply if contracts are entered into by the company in the normal course of its business.
2. The company shall inform the Registrar about every contract entered into by the company and recorded in the minutes of the meeting of its Board of Directors within the period of 15 days of the date of approval by the Board of Directors.        
Prohibition on forward dealings in securities of company by director or key managerial person [Section 194 of the Companies Act, 2013]
Section 194 provides for prohibition on forward dealings in securities of a company by director or key managerial person, section 194 provides:
1. No director of a company or any KMP shall buy in the company, or in its holding, subsidiary or associate company-
(a) a right to call for delivery or a right to make delivery at a specified price and within a specified time, of a specified number relevant shares or a specified amount of relevant debentures; or
(b) a right, as he may elect, to call for delivery or to make delivery at a specified price and within a specified time, of a specified number of relevant shares or specified amount of relevant debentures.
2. Penalty.  If a director or any KMP of the company contravenes the above provisions, such director or KMP shall be punishable with imprisonment for a term which may be extended to two years or with a fine which shall not be less than Rs. 1,00,000 but which may extend to Rs. 5,00,000, or with both.
3. Where a director or the KMP acquires any securities in contravention, he shall along with fine and imprisonment mentioned above, also be liable to surrender the same to the company and the company shall not register the securities so acquired in his name in the register, and if they are in dematerialized form, it shall inform the depository not to record such acquisitions and such securities, in both cases, shall continue to remain in the names of the transferor.
4. “Relevant shares” and” relevant  debentures” means shares and debentures of the company in which the concerned person in a whole-time director or other KMP or shares and debentures of its holding and subsidiary companies.
Prohibition on insider trading of securities [Section 195 of the Companies Act, 2013]
1. No person including any director or KMP of a company shall enter into insider trading. But if any communication is required in the ordinary course of business or profession or employment or under any law, then the above provisions does not apply.
2. “Insider Trading” means-
(i) an act of subscribing, buying, selling, dealing or agreeing to subscribe, buy, sell or deal in any securities by any director or KMP or any other officer of a company either as principal or agent if such director or KMP or any other officer of the company is reasonably expected to have access to any non-public price sensitive information in respect of securities of company; or
(ii) an act of counseling about procuring or communicating directly or indirectly any non-public price sensitive information to any person.
(iii) “Price sensitive information” means any information which relates directly or indirectly, to a company and which if published is likely to materially affect the price of securities of the company.
3. Penalty. If any person contravenes the provisions of this section, he shall be punishable with imprisonment for a term which may extended to 5 years or with a fine which shall not be less than Rs. 5,00,000 but which may be extend to Rs. 25 crore or three times the amount of profits made out of insider trading, whichever is higher, or with both. 
 
