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1. No Minimum Capital required for Private & Public Company now onwards. Limits of Rs.
1,00,000 for Private Company and Rs. 5,00,000 for Public Company removed.

2. No Need of Commencement Certificate required to public company for commencement of
business. So now there will be no Provisional Contracts.

3. Common Seal has become optional.

DUTY TO REPORT FRAUD SECTION 143(12)
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Memorandum of Association (Section 4)
New Clause Inserted:
(6A) A company may adopt the model memorandum applicable to such a company.

(6B) In case of any company, which is registered after the commencement of the Companies
(Amendment) Act, 2016, in so far as the registered memorandum of such company does not exclude
or modify the contents in the model memorandum applicable to such company, those contents
shall, so far as applicable, be the contents of the Memorandum of that company in the same
manner and to the extent as if that was contents of the duly registered memorandum of the
company.".

Object Clause of Memorandum of Association:

The object clause of memorandum shall state “that the company may engage in any lawful act or
activity or business, or any act or activity or business to pursue any specific object or objects, as per
the law for the time being in force:

Provided that in case a company proposes to pursue any specific object or objects or restrict its
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objects, the Memorandum shall state the said object or objects for which the company is incorporated
and any matter considered necessary in furtherance thereof and in such case the company shall not
pursue any act or activity or business, other than specific objects stated in the Memorandum’”.

Definition and Meaning of Small Company

The term ‘small company’ has been defined under Section 2(85) of Companies Act, 2013. As per
this, small company means a company, other than a public company, -

(i) Paid-up share capital of which does not exceed fifty lakh rupees or such higher amount as may
be prescribed which shall not be more than Ten crore rupees; AND

(ii) Turnover of which as per profit and loss account for immediately preceding financial year does
not exceed two crore rupees or such higher amount as may be prescribed which shall not be more
than one hundred crore rupees.

MEMBERS SEVERALLY LIABLE IN CERTAIN CASES (SECTION 3A)
Inserted by Amendment Act, 2016

If at any time the number of members of a company is reduced, in the case of a public company,
below seven, in the case of a private company, below two, and the company carries on business for
more than six months while the number of members is so reduced, every person who is a member
of the company during the time that it so carries on business after those six months and is
cognisant of the fact that it is carrying on business with less than seven members or two members,
as the case may be, shall be severally liable for the payment of the whole debts of the company
contracted during that time, and may be severally sued therefor.".

Reservation of name of Company:

Number of days for which the name shall be reversed have been reduced from Sixty days to Twenty
Days.

Verification of Address (INC 22)

Earlier, Verification of Address had to be submitted after 15 days of Incorporation but within 30
days of incorporation. So earlier we had only 15 days to send that is from 16th day to 30t day. But
now it has been amended that it has to be submitted within 30 days. So now we have 30 days
starting from the 1st day of incorporation itself.

Disclosures in Prospectus: (Section 26)
Following words have been inserted:

“shall state such information and set out such reports on financial information as may be specified
by the Securities and Exchange Board in consultation with the Central Government:

Provided that until the Securities and Exchange Board specifies the information and reports on
financial information under this sub-section, the regulations made by the Securities and Exchange
Board under the Securities and Exchange Board of India Act, 1992, in respect of such financial
information or reports on financial information shall apply.";
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Misstatement in the Prospectus [Section 35)

(c) that, as regards every misleading statement purported to be made by an expert or contained in
what purports to be a copy of or an extract from a report or valuation of an expert, it was a correct
and fair representation of the statement, or a correct copy of, or a correct and fair extract from, the
report or valuation ; and he had reasonable ground to believe and did up to the time of the issue of
the prospectus believe, that the person making the statement was competent to make it and that
the said person had given the consent required by sub-section (5) of section 26 to the issue of the
prospectus and had not withdrawn that consent before delivery of a copy of the prospectus for
registration or, to the defendant's knowledge, before allotment thereunder.

Private Placement (Section 42) Substituted:

(1) A company may, subject to the provisions of this section, make a private placement of securities.
(2) A private placement shall be made only to a select group of persons who have been identified by
the Board (herein referred to as "identified persons"), whose number shall not exceed fifty or such
higher number as may be prescribed [excluding the qualified institutional buyers and employees of
the company being offered securities under a scheme of employees stock option in terms of
provisions of clause (b) of sub- section (1) of section 62], in a financial year subject to such
conditions as may be prescribed.

(3) A company making private placement shall issue private placement offer and application in such
form and manner as may be prescribed to identified persons, whose names and addresses are
recorded by the company in such manner as may be prescribed:

Provided that the private placement offer and application shall not carry any right of renunciation.

Explanation I.—"private placement" means any offer or invitation to subscribe or issue of securities
to a select group of persons by a company (other than by way of public offer) through private
placement offer-cum-application, which satisfies the conditions specified in this section.

Explanation II.—"qualified institutional buyer”" means the qualified institutional buyer as defined in
the Securities and Exchange Board of India (Issue of Capital and Disclosure Requirements)
Regulations, 2009, as amended from time to time, made under the Securities and Exchange Board
of India Act, 1992.

Explanation III.—If a company, listed or unlisted, makes an offer to allot or invites subscription, or
allots, or enters into an agreement to allot, securities to more than the prescribed number of
persons, whether the payment for the securities has been received or not or whether the company
intends to list its securities or not on any recognised stock exchange in or outside India, the same
shall be deemed to be an offer to the public and shall accordingly be governed by the provisions of
Part I of this Chapter.

(4) Every identified person willing to subscribe to the private placement issue shall apply in the
private placement and application issued to such person alongwith subscription money paid either
by cheque or demand draft or other banking channel and not by cash:

Provided that a company shall not utilise monies raised through private placement unless allotment
is made and the return of allotment is filed with the Registrar in accordance with sub-section (8).

(5) No fresh offer or invitation under this section shall be made unless the allotments with respect
to any offer or invitation made earlier have been completed or that offer or invitation has been
withdrawn or abandoned by the company:
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Provided that, subject to the maximum number of identified persons under sub- section (2), a
company may, at any time, make more than one issue of securities to such class of identified
persons as may be prescribed.

(6) A company making an offer or invitation under this section shall allot its securities within sixty
days from the date of receipt of the application money for such securities and if the company is not
able to allot the securities within that period, it shall repay the application money to the subscribers
within fifteen days from the expiry of sixty days and if the company fails to repay the application
money within the aforesaid period, it shall be liable to repay that money with interest at the rate of
twelve per cent. per annum from the expiry of the sixtieth day:

Provided that monies received on application under this section shall be kept in a separate bank
account in a scheduled bank and shall not be utilised for any purpose other than—

(a) for adjustment against allotment of securities; or

(b) for the repayment of monies where the company is unable to allot securities.

(7) No company issuing securities under this section shall release any public advertisements or
utilise any media, marketing or distribution channels or agents to inform the public at large about
such an issue.

(8) A company making any allotment of securities under this section, shall file with the Registrar a
return of allotment within fifteen days from the date of the allotment in such manner as may be
prescribed, including a complete list of all allottees, with their full names, addresses, number of
securities allotted and such other relevant information as may be prescribed.

(9) If a company defaults in filing the return of allotment within the period prescribed under sub-
section (8), the company, its promoters and directors shall be liable to a penalty for each default of
one thousand rupees for each day during which such default continues but not exceeding twenty-
five lakh rupees.

(10) Subject to sub-section (11), if a company makes an offer or accepts monies in contravention of
this section, the company, its promoters and directors shall be liable for a penalty which may
extend to the amount raised through the private placement or two crore rupees, whichever is lower,
and the company shall also refund all monies with interest as specified in sub-section (6) to
subscribers within a period of thirty days of the order imposing the penalty.

(11) Notwithstanding anything contained in sub-section (9) and sub-section (10), any private
placement issue not made in compliance of the provisions of the sub- section (2) shall be deemed to
be a public offer and all the provisions of this Act and the Securities Contracts (Regulation) Act,
1956 and Securities and Exchange Board of India Act, 1992 shall be applicable

Deposits Redemption (Section 73)

(1) Every Company required to create DRR shall on or before the 30t day of April in each year. Not
less than 20% of the Total amount of its deposits maturing during the following financial year
and kept in the scheduled bank in a separate bank account to be called as “Deposit repayment
reserve Account”.

(2) Condition of Deposit Insurance has been omitted.
(3) New Clause has been inserted that if the company has made a default in payment of interest or

repayment of deposits accepted, the company make good the default and a period of 5 years had
lapsed since the date of making good the default.
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(4) For deposits accepted before the commencement of Companies Act, 2013: repay within 3 years
from such commencement or on or before expiry of the period for which the deposits were
accepted, whichever is earlier. (Earlier it was 1 year)

(5) Penalty for contravention with provisions relating to Deposits: the company shall in addition to
payment of amount of deposit or part thereof and interest due, be punishable with fine which
shall not be less than one crore rupees or twice the amount of deposit accepted by the company
whichever is lower. (Earlier it was one crores but which may extend to ten crores)

Private Placement (Section 42)

(1) Penalty for failure to file Return on Allotment: The Company, its Promoters and Directors shall be
liable to penalty for each default of Rs. 1,000 for each day during which the default continues
but not exceeding Rs. 25 Lacs.

(2) Penalty for non-compliance with Section 42: The Company, its Promoters and Directors shall be
liable to penalty which may extend to the amount raised through Private Placement or Rs. 2
Crores, whichever is lower and the company shall refund all the monies with interest @ 12% pa.
within a period of 30 days of order imposing the penalty.

Issue of Shares at a Discount [Section 53)

Sub Section 2A has been inserted:

Notwithstanding anything contained in sub-sections (1) and (2), a company may issue shares at a
discount to its creditors when its debt is converted into shares in pursuance of any statutory
resolution plan or debt restructuring scheme in accordance with any guidelines or directions or
regulations specified by the Reserve Bank of India under the Reserve Bank of India Act, 1934 or the
Banking (Regulation) Act, 1949.

Issue of Sweat Equity Shares (Section 54)
The Condition of that not less than one year must have elapsed since the date on which company
had commenced business, has been omitted.

Further Issue of Shares [Section 62)

(1) Earlier, Further issue can be made to any person, if it is authorized by Special Resolution,
whether or not they are the existing shareholders or employees of company or not; either for
cash or consideration other than cash, if the price is determined by a registered valuer, subject
to such conditions as may be prescribed.

Words highlighted above have been changed as “subject to the compliance of provision of chapter Il
and any other conditions as may be prescribed”

Chapter llI: it relates to “Prospectus & Allotment of Securities” (Section 23 to 42 of Companies Act,
2013)

(2) Notice for offering shares first to existing shareholders (Right Issue) can be sent through courier
or any other mode having proof of delivery. (Earlier only Registered Post, Speed post or Electronic
mode was allowed)

Satisfaction of Charge (Section 82)

Following proviso is inserted: “Provided that the registrar may, on application by the company or the
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charge holder, allow such intimation of payment or satisfaction to be made within a period of 300
days of such payment or satisfaction on payment of such additional fees as may be prescribed”

(Earlier, the extended period of 300 days was allowed only for registration of charge and not
registration of satisfaction of charge)

Beneficial Interest in any Share {Section 89)

Following Clause has been inserted:

For the purposes of this section and section 90, beneficial interest in a share includes, directly or
indirectly, through any contract, arrangement or otherwise, the right or entitlement of a person
alone or together with any other person to—

() exercise or cause to be exercised any or all of the rights attached to such share; or

(i)receive or participate in any dividend or other distribution in respect of such share.

Register of Significant Beneficial owners in a Company (Section 90)

(I) Every individual, who acting alone or together, or through one or more persons or trust,
including a trust and persons resident outside India, holds beneficial interests, of not less than
twenty-five per cent. or such other percentage as may be prescribed, in shares of a company or the
right to exercise, or the actual exercising of significant influence or control as defined in clause (27)
of section 2, over the company (herein referred to as "significant beneficial owner"), shall make a
declaration to the company, specifying the nature of his interest and other particulars, in such
manner and within such period of acquisition of the beneficial interest or rights and any change
thereof, as may be prescribed:

Provided that the Central Government may prescribe a class or classes of persons who shall not be
required to make declaration under this sub-section.

(2) Every company shall maintain a register of the interest declared by individuals under sub-
section (I) and changes therein which shall include the name of individual, his date of birth,
address, details of ownership in the company and such other details as may be prescribed.

(3) The register maintained under sub-section (2) shall be open to inspection by any member of the
company on payment of such fees as may be prescribed.

(4) Every company shall file a return of significant beneficial owners of the company and changes
therein with the Registrar containing names, addresses and other details as may be prescribed
within such time, in such form and manner as may be prescribed.

(5) A company shall give notice, in the prescribed manner, to any person (whether or not a member
of the company) whom the company knows or has reasonable cause to believe—

(@) to be a significant beneficial owner of the company;

(b) to be having knowledge of the identity of a significant beneficial owner or another person likely to
have such knowledge; or

(o) to have been a significant beneficial owner of the company at any time during the three years
immediately preceding the date on which the notice is issued, and who is not registered as a
significant beneficial owner with the company as required under this section.

(6) The information required by the notice under sub-section (5) shall be given by the concerned
person within a period not exceeding thirty days of the date of the notice.

(7) The company shall,—
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(a) where that person fails to give the company the information required by the notice within the
time specified therein; or

(b) where the information given is not satisfactory, apply to the Tribunal within a period of fifteen
days of the expiry of the period specified in the notice, for an order directing that the shares in
question be subject to restrictions with regard to transfer of interest, suspension of all rights
attached to the shares and such other matters as may be prescribed.

(8) On any application made under sub-section (7), the Tribunal may, after giving an opportunity of
being heard to the parties concerned, make such order restricting the rights attached with the
shares within a period of sixty days of receipt of application or such other period as may be
prescribed.

(9) The company or the person aggrieved by the order of the Tribunal may make an application to
the Tribunal for relaxation or lifting of the restrictions placed under sub-section (8).

(10) If any person fails to make a declaration as required under sub-section (1), he shall be
punishable with fine which shall not be less than one lakh rupees but which may extend to ten lakh
rupees and where the failure is a continuing one, with a further fine which may extend to one
thousand rupees for every day after the first during which the failure continues.

(11) If a company, required to maintain register under sub-section (2) and file the information under
sub-section (4), fails to do so or denies inspection as provided therein, the company and every
officer of the company who is in default shall be punishable with fine which shall not be less than
ten lakh rupees but which may extend to fifty lakh rupees and where the failure is a continuing
one, with a further fine which may extend to one thousand rupees for every day after the first
during which the failure continues.

(12) If any person wilfully furnishes any false or incorrect information or suppresses any material
information of which he is aware in the declaration made under this section, he shall be liable to
action under section 447.

Annual Return [Section 92)

(1) Provided that the CG may prescribe Abridged form of Annual Return for OPC and Small
Company.

(2) Every company shall place a copy of the annual return on the website of the company, if any,
and the web-link of such annual return shall be disclosed in the Board's report.

Section 93 has been Omitted
Return to be filed with ROC in case of Promoter’s Stake Changes

Place of Keeping and Inspection of Register, Returns, etc [Section 94)

Provided that particulars of the register or index or return as may be prescribed shall not be
available for inspection under sub-section (2) or for taking extracts or copies under this sub-section.

Annual General Meeting (Section 96)

Provided that annual general meeting of an unlisted company may be held at any place in India if
consent is given in writing or by electronic mode by all the members in advance.

Extraordinary General Meeting (Section 100)
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Provided that an extraordinary general meeting of the company, other than of the wholly owned
subsidiary of a company incorporated outside India, shall be held at a place within India.

Notice of Meeting (Section 101)

Provided that a general meeting may be called after giving shorter notice than that specified in this
sub-section if consent, in writing or by electronic mode, is accorded thereto—

() in the case of an annual general meeting, by not less than ninty-five per cent. of the members
entitled to vote thereat; and

(i) in the case of any other general meeting, by members of the company—

(a) holding, if the company has a share capital, not less than ninty-five per cent. of such part of the
paid-up share capital of the company as gives a right to vote at the meeting; or

(b) having, if the company has no share capital, not less than ninty-five per cent. of the total voting
power exercisable at that meeting:

Provided further that where any member of a company is entitled to vote only on some resolution or
resolutions to be moved at a meeting and not on the others, those members shall be taken into
account for the purposes of this sub-section in respect of the former resolution or resolutions and
not in respect of the latter.

Postal Ballot [Section 110)

Proviso has been inserted:

“Provided that any item of business required to be transacted by means of postal ballot under
clause (a), may be transacted at a general meeting by a company which is required to provide the
facility to members to vote by electronic means under section 108, in the manner provided in that
section.”

Clause (a) provides that “A company shall, in respect of such items of business as the Central
Government may, by notification, declare to be transacted only by means of postal ballot.”

Penalty for failure to file the Resolution or Agreement u/s 102 (Special Business)
Company: Not less than 1 Lakh but which may extend to Rs. 25 Lakhs
Officer: Not less than Rs. 50,000 but which may extend to Rs. 5 Lakhs

Proviso Inserted:

Provided further that nothing contained in this clause shall apply to a banking company in respect
of a resolution passed to grant loans, or give guarantee or provide security in respect of loans under
clause (f] of sub-section (3) of section 179 in the ordinary course of its business.

Declaration of Dividend (Section 123)

Subsection 3 has been substituted as under:

“The Board of Directors of a company may declare interim dividend during any financial year or at
any time during the period from closure of financial year till holding of the annual general meeting out
of the surplus in the profit and loss account or out of profits of the financial year for which such interim
dividend is sought to be declared or out of profits generated in the financial year till the quarter
preceding the date of declaration of the interim dividend:

Provided that in case the company has incurred loss during the current financial year up to the end
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of the quarter immediately preceding the date of declaration of interim dividend, such interim
dividend shall not be declared at a rate higher than the average dividends declared by the company
during immediately preceding three financial years.”

Financial Statements (Section 129)

Sub Section 3 has been substituted:

Where a company has one or more subsidiaries or associate companies, it shall, in addition to
financial statements provided under sub-section (2), prepare a consolidated financial statement of
the company and of all the subsidiaries and associate companies in the same form and manner as
that of its own and in accordance with applicable accounting standards, which shall also be laid
before the annual general meeting of the company along with the laying of its financial statement
under sub-section (2):

Provided that the company shall also attach along with its financial statement, a separate statement
containing the salient features of the financial statement of its subsidiary or subsidiaries in such
form as may be prescribed:

Provided further that the Central Government may provide for the consolidation of accounts of
companies in such manner as may be prescribed.

Re-opening of accounts on court’s or Tribunal’s orders [Section 130)

New Subsection Inserted:
No order shall be made under sub-section (1) in respect of re-opening of books of account relating to
a period earlier than eight financial years immediately preceding the current financial year:

Provided that where a direction has been issued by the Central Government under the proviso to
sub-section (5) of section 128 for keeping of books of account for a period longer than eight years,
the books of account may be ordered to be re-opened within such longer period.

Financial Statements, Board Report, etc (Section 134)

New Provision

0Old Provision

The financial statement, including consolidated
financial statement, if any, shall be approved by
the Board of Directors before they are signed on
behalf of the Board by the chairperson of the
company where he is authorised by the Board
or by two directors out of which one shall be
managing director, if any, and the Chief
Executive Officer, the Chief Financial Officer and
the company secretary of the company, wherever
they are appointed, or in the case of One
Person Company, only by one director, for
submission to the auditor for his report
thereon.

The financial statement, including consolidated
financial statement, if any, shall be approved by
the Board of Directors before they are signed on
behalf of the Board at least by the chairperson
of the company where he is authorised by the
Board or by two directors out of which one shall
be managing director and the Chief Executive
Officer, if he is a director in the company, the
Chief Financial Officer and the company
secretary of the company, wherever they are
appointed, or in the case of a One Person
Company, only by one director, for submission
to the auditor for his report thereon.

The Central Government may prescribe an abridged Board's report, for the purpose of compliance with
this section by a One Person Company or small company.
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Corporate Social Responsibility (Section 135)

New Provision

0Old Provision

Every company having net worth of rupees five
hundred crore or more, or turnover of rupees
one thousand crore or more or a net profit of
rupees five crore or more during the
immediately preceding financial year shall
constitute a Corporate Social Responsibility
Committee of the Board consisting of three or
more directors, out of which at least one
director shall be an independent director.

Provided that where a company is not required to
appoint an independent director under sub-
section (4) of section 149, it shall have in its
Corporate Social Responsibility Committee two or
more directors.

Every company having net worth of rupees five
hundred crore or more, or turnover of rupees
one thousand crore or more or a net profit of
rupees five crore or more during any financial
year shall constitute a Corporate Social
Responsibility Committee of the Board
consisting of three or more directors, out of
which at least one director shall be an
independent director.

Right of members to copies of Audited Financial Statements (Section 136)

New Provision

0Old Provision

Provided that if the copies of the documents are
sent less than twenty-one days before the date of
the meeting, they shall, notwithstanding that
fact, be deemed to have been duly sent if it is so
agreed by ninety-five per cent. of the members
entitled to vote at the meeting &

in the case of a listed company, the provisions
of this sub-section shall be deemed to be
complied with, if the copies of the documents
are made available for inspection at its
registered office during working hours for a
period of twenty-one days before the date of the
meeting and a statement containing the salient
features of such documents in the prescribed
form or copies of the documents, as the
company may deem fit, is sent to every member
of the company and to every trustee for the
holders of any debentures issued by the
company not less than twenty-one days before
the date of the meeting unless the shareholders
ask for full financial statements:

Provided that in the case of a listed company,
the provisions of this sub-section shall be
deemed to be complied with, if the copies of the
documents are made available for inspection at
its registered office during working hours for a
period of twenty-one days before the date of the
meeting and a statement containing the salient
features of such documents in the prescribed
form or copies of the documents, as the
company may deem fit, is sent to every member
of the company and to every trustee for the
holders of any debentures issued by the
company not less than twenty-one days before
the date of the meeting unless the shareholders
ask for full financial statements:

Provided also that every listed company having
a subsidiary or subsidiaries shall place
separate audited accounts in respect of each of
subsidiary on its website, if any:

Provided also that a listed company which has
a subsidiary incorporated outside India (herein

referred to as "foreign subsidiary")—

(a) where such foreign subsidiary is statutorily

Provided also that every company having a
subsidiary or subsidiaries shall,—

(@) place separate audited accounts in respect
of each of its subsidiary on its website, if any;
(b) provide a copy of separate audited financial
statements in respect of each of its subsidiary,
to any shareholder of the company who asks
for it.
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required to prepare consolidated financial
statement under any law of the country of its
incorporation, the requirement of this proviso
shall be met if consolidated financial statement
of such foreign subsidiary is placed on the
website of the listed company;

(b) where such foreign subsidiary is not
required to get its financial statement audited
under any law of the country of its
incorporation and which does not get such
financial statement audited, the holding Indian
listed company may place such unaudited
financial statement on its website and where
such financial statement is in a language other
than English, a translated copy of the financial
statement in English shall also be placed on
the website.";

Financial Statements to be filed with ROC (Section 137)

Proviso Inserted:

Provided also that in the case of a subsidiary which has been incorporated outside India (herein
referred to as "foreign subsidiary"), which is not required to get its financial statement audited
under any law of the country of its incorporation and which does not get such financial statement
audited, the requirements of the fourth proviso shall be met if the holding Indian listed company
files such unaudited financial statement along with a declaration to this effect and where such
financial statement is in a language other than English, along with a translated copy of the financial
statement in English.

Non-compliance with formalities relating to Resignation by Auditor (Section 140)
Fine shall be Rs. 50,000 or Remuneration of Auditor; whichever is Less.

Disqualification of Auditor (Section 141)

Definition of Relative inserted:

Explanation.—For the purposes of this clause, the term "relative” means the spouse of a person; and
includes a parent, sibling or child of such person or of the spouse, financially dependent on such
person, or who consults such person in taking decisions in relation to his investments.

Clause (i) Substituted:
New Provision Old Provision
a person who, directly or indirectly, renders any | any person whose subsidiary or associate
service referred to in section 144 to the | company or any other form of entity, is engaged
company or its holding company or its|as on the date of appointment in consulting
subsidiary company. and specialised services as provided in section
144.

Explanation—For the purposes of this clause,
the term "directly or indirectly" shall have the
meaning assigned to it in the Explanation to
section 144.

Punishment for Contravention by Auditor (Section 147)
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New Provision

Old Provision

If an auditor of a company contravenes any of
the provisions of section 139, section 143,
section 144 or section 145, the auditor shall be
punishable with fine which shall not be less
than twenty-five thousand rupees but which
may extend to five lakh rupees or four times the
remuneration of the auditor, whichever is less.

If an auditor of a company contravenes any of
the provisions of section 139, section 143,
section 144 or section 145, the auditor shall be
punishable with fine which shall not be less
than twenty-five thousand rupees but which
may extend to five lakh rupees.

Provided that if an auditor has contravened
such provisions knowingly or willfully with the
intention to deceive the company or its
shareholders or creditors or tax authorities, he
shall be punishable with imprisonment for a
term which may extend to one year and with
fine which shall not be less than fifty thousand
rupees but which may extend to twenty-five lakh
rupees or eight times the remuneration of the
auditor, whichever is less.

Provided that if an auditor has contravened
such provisions knowingly or willfully with the
intention to deceive the company or its
shareholders or creditors or tax authorities, he
shall be punishable with imprisonment for a
term which may extend to one year and with
fine which shall not be less than one lakh
rupees but which may extend to twenty-five
lakh rupees.

New Clause Inserted:

Provided that in case of criminal liability of an audit firm, in respect of liability other than fine, the
concerned partner or partners, who acted in a fraudulent manner or abetted or, as the case may be,

colluded in any fraud shall only be liable.".

Company to have Board of Directors [Section 149)

New Provision

0Old Provision

Every company shall have at least one director
who stays in India for a total period of not less
than one hundred and eighty-two days during
the financial year:

Provided that in case of a newly incorporated
company the requirement under this sub-section
shall apply proportionately at the end of the
financial year in which it is incorporated.

Every company shall have at least one director
who has stayed in India for a total period of not
less than one hundred and eighty-two days in
the previous calendar year.

(c) who has or had no pecuniary relationship,
other than remuneration as such director or
having transaction not exceeding ten per cent. of
his total income or such amount as may be

prescribed with the company, its holding,
subsidiary or associate company, or their
promoters, or directors, during the two

immediately preceding financial years or during
the current financial year.

(d) none of whose relatives—

() is holding any security of or interest in the
company, its holding, subsidiary or associate
company during the two immediately preceding
financial years or during the current financial
year:

(c) who has or had no pecuniary relationship
with the company, its holding, subsidiary or
associate company, or their promoters, or
directors, during the two immediately preceding
financial years or during the current financial
year

(d) none of whose relatives has or had
pecuniary relationship or transaction with the
company, its holding, subsidiary or associate
company, or their promoters, or directors,
amounting to two per cent. or more of its gross
turnover or total income or fifty lakh rupees or
such higher amount as may be prescribed,
whichever is lower, during the two immediately
preceding financial years or during the current

Only Major Amendments are covered




Provided that the relative may hold security or
interest in the company of face value not
exceeding fifty lakh rupees or two per cent. of
the paid-up capital of the company, its holding,
subsidiary or associate company or such higher
sum as may be prescribed,;

(i) is indebted to the company, its holding,
subsidiary or associate company or their
promoters, or directors, in excess of such
amount as may be prescribed during the two
immediately preceding financial years or during
the current financial year;

(i) has given a guarantee or provided any
security in connection with the indebtedness of
any third person to the company, its holding,
subsidiary or associate company or their

promoters, or directors of such holding
company, for such amount as may be
prescribed during the two immediately

preceding financial years or during the current
financial year; or

(iv) has any other pecuniary transaction or
relationship with the company, or its
subsidiary, or its holding or associate company
amounting to two per cent. or more of its gross
turnover or total income singly or in
combination with the transactions referred to in
sub-clause (3, (i) or (iii).

financial year;

(e) who,
relatives—
() holds or has held the position of a key
managerial personnel or is or has been
employee of the company or its holding,
subsidiary or associate company in any of the
three financial years immediately preceding the
financial year in which he is proposed to be
appointed

neither himself nor any of his

Provided that in case of a relative who is an
employee, the restriction under this clause shall
not apply for his employment during preceding
three financial years.

(e) who,
relatives—
() holds or has held the position of a key
managerial personnel or is or has been
employee of the company or its holding,
subsidiary or associate company in any of the
three financial years immediately preceding the
financial year in which he is proposed to be
appointed.

neither himself nor any of his

DIN (Section 153)

Proviso Inserted:

Provided that the Central Government may prescribe any identification number which shall be
treated as Director Identification Number for the purposes of this Act and in case any individual
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holds or acquires such identification number, the requirement of this section shall not apply or
apply in such manner as may be prescribed.

Right of persons other than retiring directors to stand for directorship.(Section 160)

Old Provision: A person who is not a retiring director in terms of section 152 shall, subject to the
provisions of this Act, be eligible for appointment to the office of a director at any general meeting, if
he, or some member intending to propose him as a director, has, not less than fourteen days before
the meeting, left at the registered office of the company, a notice in writing under his hand
signifying his candidature as a director or, as the case may be, the intention of such member to
propose him as a candidate for that office, along with the deposit of one lakh rupees or such higher
amount as may be prescribed which shall be refunded to such person or, as the case may be, to the
member, if the person proposed gets elected as a director or gets more than twenty-five per cent. of
total valid votes cast either on show of hands or on poll on such resolution.

Proviso Inserted: Provided that requirements of deposit of amount shall not apply in case of
appointment of an independent director or a director recommended by the Nomination and
Remuneration Committee, if any, constituted under sub-section () of section 178.

Disqualification of Directors [Section 164)

Provided that where a person is appointed as a director of a company which is in default of clause
(a) or clause (b), he shall not incur the disqualification for a period of six months from the date of
his appointment.

(@) has not filed financial statements or annual returns for any continuous period of three financial years; or

(b) has failed to repay the deposits accepted by it or pay interest thereon or to redeem any debentures on the
due date or pay interest due thereon or pay any dividend declared and such failure to pay or redeem continues
for one year or more,

Number of Directorships [Section 165}

Explanation II.—For reckoning the limit of directorships of twenty companies, the directorship in a
dormant company shall not be included.

Vacation of Office by Director [Section 167)

Provided that the office shall not be vacated by the director in case of orders referred to in clauses
(e) and (f)—

(9 for thirty days from the date of conviction or order of disqualification;

() where an appeal or petition is preferred within thirty days as aforesaid against the conviction
resulting in sentence or order, until expiry of seven days from the date on which such appeal or
petition is disposed of; or

(i) where any further appeal or petition is preferred against order or sentence within seven days,
until such further appeal or petition is disposed of.

(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 six months:

Provided that the office shall be vacated by the director even if he has filed an appeal against the order of such
court;

Meetings of Board (Section 173)
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Old Provision: The participation of directors in a meeting of the Board may be either in person or
through video conferencing or other audio visual means, as may be prescribed, which are capable of
recording and recognising the participation of the directors and of recording and storing the
proceedings of such meetings along with date and time:

Provided that the Central Government may, by notification, specify such matters which shall not be
dealt with in a meeting through video conferencing or other audio visual means.

Proviso Inserted: Provided further that where there is quorum in a meeting through physical
presence of directors, any other director may participate through video conferencing or other audio
visual means in such meeting on any matter specified under the first proviso.

Audit Committee (Section 177)

Proviso’s inserted:

Provided further that in case of transaction, other than transactions referred to in section 188, and
where Audit Committee does not approve the transaction, it shall make its recommendations to the
Board:

Provided also that in case any transaction involving any amount not exceeding one crore rupees is
entered into by a director or officer of the company without obtaining the approval of the Audit
Committee and it is not ratified by the Audit Committee within three months from the date of the
transaction, such transaction shall be voidable at the option of the Audit Committee and if the
transaction is with the related party to any director or is authorised by any other director, the
director concerned shall indemnify the company against any loss incurred by it:

Provided also that the provisions of this clause shall not apply to a transaction, other than a
transaction referred to in section 188, between a holding company and its wholly owned subsidiary
company.

Nomination and Remuneration Committee (Section 178)

New Provision

0Old Provision

The Nomination and Remuneration Committee
shall identify persons who are qualified to
become directors and who may be appointed in
senior management in accordance with the
criteria laid down, recommend to the Board
their appointment and removal and  shall
specify the manner for effective evaluation of
performance of Board, its committees and
individual directors to be carried out either by the
Board, by the Nomination and Remuneration
Committee or by an independent external agency
and review its implementation and compliance.

The Nomination and Remuneration Committee
shall identify persons who are qualified to
become directors and who may be appointed in
senior management in accordance with the
criteria laid down, recommend to the Board
their appointment and removal and shall carry
out evaluation of every director’s performance.

Provided that such policy shall be placed on the
website of the company, if any, and the salient
features of the policy and changes therein, if
any, along with the web address of the policy, if
any, shall be disclosed in the Board's report

Provided that such policy shall be disclosed in
the Board's report
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Restriction on powers of board [Section 180)

New Provision

0Old Provision

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, free reserves &
Securities Premium apart from temporary loans
obtained from the company’s bankers in the
ordinary course of business.

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.

Disclosure of Interest by Director (Section 184)

New Provision

0Old Provision

If a director of the company contravenes the
provisions of sub-section (I) or subsection (2),
such director shall be punishable with
imprisonment for a term which may extend to
one year or with fine which may extend to one
lakh rupees, or with both.

If a director of the company contravenes the
provisions of sub-section (1) or subsection (2),
such director shall be punishable with
imprisonment for a term which may extend to
one year or with fine which shall not be less than
fifty thousand rupees but which may extend to
one lakh rupees, or with both

shall apply to any contract or arrangement
entered into or to be entered into between two
companies or between one or more companies
and one or more bodies corporate where any of
the directors of the one company or body
corporate or two or more of them together holds
or hold not more than two per cent. of the paid-
up share capital in the other company or the
body corporate.

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 two per cent. of the paid-
up share capital in the other company

Loan to Directors [Section 185) Substituted

(1) No company shall, directly or indirectly, advance any loan, including any loan represented by a
book debt to, or give any guarantee or provide any security in connection with any loan taken by,—
(@) any director of company, or of a company which is its holding company or any partner or relative
of any such director; or

(b) any firm in which any such director or relative is a partner.

(2) A company may advance any loan including any loan represented by a book debt, or give any
guarantee or provide any security in connection with any loan taken by any person in whom any of
the director of the company is interested, subject to the condition that—

(@) a special resolution is passed by the company in general meeting: Provided that the explanatory
statement to the notice for the relevant general meeting shall disclose the full particulars of the
loans given, or guarantee given or security provided and the purpose for which the loan or
guarantee or security is proposed to be utilised by the recipient of the loan or guarantee or

security and any other relevant fact; and

(b) the loans are utilised by the borrowing company for its principal business activities.

Explanation.—For the purposes of this sub-section, the expression "any person in whom any of the

Only Major Amendments are covered




director of the company is interested" means—

(a) any private company of which any such director is a director or member;

(b) any body corporate at a general meeting of which not less than twenty-five per cent. of the total
voting power may be exercised or controlled by any such director, or by two or more such directors,
together; or

(0 any body corporate, the Board of directors, managing director or manager, whereof is
accustomed to act in accordance with the directions or instructions of the Board, or of any director
or directors, of the lending company.

(3) Nothing contained in sub-sections (1) and (2) shall apply to—

(@) the giving of any loan to a managing or whole-time director—

() as a part of the conditions of service extended by the company to all its employees; or

(i) 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 repayment of any loan and in respect of such loans an interest is charged at a
rate not less than the rate of prevailing yield of one year, three year, five year or ten year
Government security closest to the tenor of the loan; or

(0) 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; or

(d) 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:

Provided that the loans made under clauses (¢) and (d) are utilised by the subsidiary company for
its principal business activities.

(4 If any loan is advanced or a guarantee or security is given or provided or utilised in
contravention of the provisions of this section, the company shall be punishable with fine which
shall not be less than five lakh rupees but which may extend to twenty-five lakh rupees, and the
director or 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, shall be punishable with
imprisonment which may extend to six months or with fine which shall not be less than five lakh
rupees but which may extend to twenty-five lakh rupees, or with both.

Loan & Investment by Company (Section 186)

Concept of investment upto 2 layers has been omitted.

New Provision

0Old Provision

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 sub-section
(2), no investment or loan shall be made or
guarantee shall be given or security shall be
provided unless previously authorised by a
special resolution passed in a general meeting:

Provided that where a loan or guarantee is
given or where a security has been provided by
a company to its wholly owned subsidiary

Where the giving of any loan or guarantee or
providing any security or the acquisition under
sub-section (2) exceeds the limits specified in
that sub-section, prior approval by means of a
special resolution passed at a general meeting
shall be necessary.
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company or a joint venture company, or
acquisition is made by a holding company, by
way of subscription, purchase or otherwise of,
the securities of its wholly owned subsidiary
company, the requirement of this sub-section
shall not apply:

Provided further that the company shall
disclose the details of such loans or guarantee
or security or acquisition in the financial
statement as provided under sub-section (4).

Nothing contained in this section shall apply—
(@) to any loan made, any guarantee given or
any security provided or any investment made
by a banking company, or an insurance
company, or a housing finance company in the
ordinary course of its business, or a company
established with the object of and engaged in
the business of financing industrial enterprises,
or of providing infrastructural facilities;

(b) to any investment—

() made by an investment company;

(i) made in shares allotted in pursuance of
clause (a) of sub-section (1) of section 62 or in
shares allotted in pursuance of rights issues
made by a body corporate;

(i) made,in respect of investment or lending
activities, by a non-banking financial company
registered under Chapter III-B of the Reserve
Bank of India Act, 1934 and whose principal
business is acquisition of securities.

Nothing contained in this section, except sub-
section (1), 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 of companies or of providing
infrastructural facilities;

(b) to any acquisition—

() made by a non-banking financial company
registered under Chapter IIIB of the Reserve
Bank of India Act, 1934 and whose principal
business is acquisition of securities:

Provided that exemption to non-banking
financial company shall be in respect of its
investment and lending activities;

() made by a company whose principal
business is the acquisition of securities;

(zi)) of shares allotted in pursuance of clause (q)
of sub-section (1) of section 62.

the expression “investment company” means a
company whose principal business is the
acquisition of shares, debentures or other
securities and a company will be deemed to be
principally engaged in the business of acquisition
of shares, debentures or other securities, if its
assets in the form of investment in shares,
debentures or other securities constitute not less
than fifty per cent. of its total assets, or if its
income derived from investment business
constitutes not less than fifty per cent. as a
proportion of its gross income.

the expression “investment company” means a
company whose principal business is the
acquisition of shares, debentures or other
securities

Section 194: Prohibition on forward dealing in securities of company by director or KMP
Section 195: Prohibition on insider trading of securities

Has been Omitted.
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Overall maximum managerial remuneration and managerial remuneration in case of absence or

inadequacy of profits (Section 197)

No Need of Prior of Central Government Required for payment of Managerial Remuneration
wherever it was required in Managerial Remuneration Earlier. So, now only Special Resolution in
General meeting will be sufficient.

Proviso Inserted:

Provided also that, where any term loan of any bank or public financial institution is subsisting or
the company has defaulted in payment of dues to non-convertible debenture holders or any other
secured creditor, the prior approval of the bank or public financial institution concerned or the non-
convertible debenture holders or other secured creditor, as the case may be, shall be obtained by

the company before obtaining the approval in the general meeting.

New Provision

0Old Provision

If any director draws or receives, directly or
indirectly, by way of remuneration any such
sums in excess of the limit prescribed by this
section or without approval required under this
section, he shall refund such sums to the
company, within two years of such lesser period
as may be allowed by the company, and until
such sum is refunded, hold it in trust for the
company.

If any director draws or receives, directly or
indirectly, by way of remuneration any such
sums in excess of the limit prescribed by this
section or without the prior sanction of the
Central Government, where it is required, he
shall refund such sums to the company and
until such sum is refunded, hold it in trust for
the company.

The company shall not waive the recovery of
any sum refundable to it under sub-section (9
unless approved by the company by special
resolution within two years from the date the
sum becomes refundable.

Provided that where any term loan of any bank or
public financial institution is subsisting or the
company has defaulted in payment of dues to non-
convertible debenture holders or any other secured
creditor, the prior approval of the bank or public
financial institution concerned or the non-
convertible debenture holders or other secured
creditor, as the case may be, shall be obtained by
the company before obtaining approval of such
waiver.

The company shall not waive the recovery of
any sum refundable to it under sub-section (9)
unless permitted by the Central Government

The auditor of the company shall, in his report
under section 143, make a statement as to
whether the remuneration paid by the company
to its directors is in accordance with the
provisions of this section, whether
remuneration paid to any director is in excess
of the limit laid down under this section and
give such other details as may be prescribed.

On and from the commencement of the
Companies (Amendment) Act, 2016, any
application made to the Central Government
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under the provisions of this section [as it stood
before such commencement]|, which is pending
with that Government shall abate, and the
company shall, within one year of such
commencement, obtain the approval in
accordance with the provisions of this section,
as so amended.

Lesser penalties for One Person Companies or small companies (Section 446B)

Notwithstanding anything contained in this Act, if a One Person Company or a small company fails
to comply with the provisions of sub-section (5) of section 92, clause (c¢) of sub-section (2) of section
117, sub-section (3) of section 137, such company and officer in default of such company shall be
punishable with fine or imprisonment or fine and imprisonment, as the case may be, which shall
not be more than one-half of the fine or imprisonment or fine and imprisonment, as the case may be,
of the minimum or maximum fine or imprisonment or fine and imprisonment, as the case may be,

specified in such sections.

Punishment for fraud (Section 447)

New Provision

0Old Provision

Without prejudice to any liability including
repayment of any debt under this Act or any
other law for the time being in force, any person
who is found to be guilty of fraud involving an
amount of at least ten lakh rupees or one
percent. of the turnover of the company,
whichever is lower, shall be punishable with
imprisonment for a term which shall not be less
than six months but which may extend to ten
years and shall also be liable to fine which shall
not be less than the amount involved in the
fraud, but which may extend to three times the
amount involved in the fraud.

New Provision:

Provided further that where the fraud involves
an amount less than ten lakh rupees or one per
cent. of the turnover of the company, whichever
is lower, and does not involve public interest,
any person guilty of such fraud shall be
punishable with imprisonment for a term which
may extend to five years or with fine which may
extend to twenty lakh rupees or with both.

Without prejudice to any liability including
repayment of any debt under this Act or any
other law for the time being in force, any person
who is found to be guilty of fraud, shall be
punishable with imprisonment for a term which
shall not be less than six months but which
may extend to ten years and shall also be liable
to fine which shall not be less than the amount
involved in the fraud, but which may extend to
three times the amount involved in the fraud.
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CARO, 2016

Short title,
application and
commencement

(1) This Order may be called the Companies (Auditor’s Report) Order,
2016.

(2) It shall apply to every company including a foreign company as defined
in clause (42) of section 2 of the Companies Act, 2013 (18 of 2013)
[hereinafter referred to as the Companies Act|, except—

(i) a banking company as defined in clause (c) of section 5 of the Banking
Regulation Act, 1949 (10 of 1949);

(ii) an insurance company as defined under the Insurance Act,1938 (4 of
1938);

(iii) a company licensed to operate under section 8 of the Companies Act;

(iv) a One Person Company as defined under clause (62) of section 2 of the
Companies Act and a small company as defined under clause (85) of section
2 of the Companies Act; and

(v) a private limited company, not being a subsidiary or holding company of
a public company, having a paid up capital and reserves and surplus not
more than rupees one crore as on the balance sheet date and which does
not have total borrowings exceeding rupees one crore from any bank or
financial institution at any point of time during the financial year and
which does not have a total revenue as disclosed in Scheduled III to the
Companies Act, 2013 (including revenue from discontinuing operations)
exceeding rupees ten crore during the financial year as per the financial
statements.
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Exempted Class of Companies

Banking company
Private limited
commrymse:? :fc - Insurance company
specified conditions
Exempted

Class of
Companies

Company licensed to
operate under

Small company as
per the Companies
Act

section 8 of the
Companies Act

&

Auditor’s report
to contain
matters specified
in paragraphs 3
and 4

Every report made by the auditor under section 143 of the Companies Act,
2013 on the accounts of every company audited by him, to which this
Order applies, for the financial years commencing on or after 1st April,
2015, shall in addition, contain the matters specified in paragraphs 3 and
4, as may be applicable:

Provided the Order shall not apply to the auditor’s report on consolidated
financial statements.

Matters to be
included in the
auditor’s report

The auditor’s report on the accounts of a company to which this Order
applies shall include a statement on the following matters, namely:-

(i) (a) whether the company is maintaining proper records showing full
particulars, including quantitative details and situation of fixed assets;

(b) whether these fixed assets have been physically verified by the
management at reasonable intervals; whether any material discrepancies
were noticed on such verification and if so, whether the same have been
properly dealt with in the books of account;

(c) whether the title deeds of immovable properties are held in the name of
the company. If not, provide the details thereof;

(ii) whether physical verification of inventory has been conducted at
reasonable intervals by the management and whether any material
discrepancies were noticed and if so, whether they have been properly dealt
with in the books of account;

(iiij) whether the company has granted any loans, secured or unsecured to
companies, firms, Limited Liability Partnerships or other parties covered in
the register maintained under section 189 of the Companies Act, 2013. If
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S0,

(a) whether the terms and conditions of the grant of such loans are not
prejudicial to the company’s interest;

(b) whether the schedule of repayment of principal and payment of interest
has been stipulated and whether the repayments or receipts are regular;

(c) if the amount is overdue, state the total amount overdue for more than
ninety days, and whether reasonable steps have been taken by the
company for recovery of the principal and interest;

(iv) in respect of loans, investments, guarantees, and security whether
provisions of section 185 and 186 of the Companies Act, 2013 have been
complied with. If not, provide the details thereof.

(v) in case, the company has accepted deposits, whether the directives
issued by the Reserve Bank of India and the provisions of sections 73 to 76
or any other relevant provisions of the Companies Act, 2013 and the rules
framed thereunder, where applicable, have been complied with? If not, the
nature of such contraventions be stated; If an order has been passed by
Company Law Board or National Company Law Tribunal or Reserve Bank of
India or any court or any other tribunal, whether the same has been
complied with or not?

(vi) whether maintenance of cost records has been specified by the Central
Government under sub-section (1) of section 148 of the Companies Act,
2013 and whether such accounts and records have been so made and
maintained.

(vii) (a) whether the company is regular in depositing undisputed statutory
dues including provident fund, employees’ state insurance, income-tax,
sales-tax, service tax, duty of customs, duty of excise, value added tax, cess
and any other statutory dues to the appropriate authorities and if not, the
extent of the arrears of outstanding statutory dues as on the last day of the
financial year concerned for a period of more than six months from the date
they became payable, shall be indicated;

(b) where dues of income tax or sales tax or service tax or duty of customs
or duty of excise or value added tax have not been deposited on account of
any dispute, then the amounts involved and the forum where dispute is
pending shall be mentioned. (A mere representation to the concerned
Department shall not be treated as a dispute).

(viiij whether the company has defaulted in repayment of loans or
borrowing to a financial institution, bank, Government or dues to
debenture holders? If yes, the period and the amount of default to be
reported (in case of defaults to banks, financial institutions, and
Government, lender wise details to be provided).

(ix) whether moneys raised by way of initial public offer or further public
offer (including debt instruments) and term loans were applied for the
purposes for which those are raised. If not, the details together with delays
or default and subsequent rectification, if any, as may be applicable, be
reported;

(x) whether any fraud by the company or any fraud on the Company by its
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officers or employees has been noticed or reported during the year; If yes,
the nature and the amount involved is to be indicated,;

(xi) whether managerial remuneration has been paid or provided in
accordance with the requisite approvals mandated by the provisions of
section 197 read with Schedule V to the Companies Act? If not, state the
amount involved and steps taken by the company for securing refund of the
same;

(xii) whether the Nidhi Company has complied with the Net Owned Funds
to Deposits in the ratio of 1: 20 to meet out the liability and whether the
Nidhi Company is maintaining ten per cent unencumbered term deposits as
specified in the Nidhi Rules, 2014 to meet out the liability;

(xiii) whether all transactions with the related parties are in compliance
with sections 177 and 188 of Companies Act, 2013 where applicable and
the details have been disclosed in the Financial Statements etc., as required
by the applicable accounting standards;

(xiv) whether the company has made any preferential allotment or private
placement of shares or fully or partly convertible debentures during the
year under review and if so, as to whether the requirement of section 42 of
the Companies Act, 2013 have been complied with and the amount raised
have been used for the purposes for which the funds were raised. If not,
provide the details in respect of the amount involved and nature of non-
compliance;

(xv) whether the company has entered into any non-cash transactions with
directors or persons connected with him and if so, whether the provisions of
section 192 of Companies Act, 2013 have been complied with;

(xvi) whether the company is required to be registered under section 45-IA
of the Reserve Bank of India Act, 1934 and if so, whether the registration
has been obtained.

Reasons to be
stated for
unfavourable or
qualified
answers

(1) Where, in the auditor’s report, the answer to any of the questions
referred to in paragraph 3 is unfavourable or qualified, the auditor’s report
shall also state the basis for such unfavourable or qualified answer, as the
case may be.

(2) Where the auditor is unable to express any opinion on any specified
matter, his report shall indicate such fact together with the reasons as to
why it is not possible for him to give his opinion on the same.

Only Major Amendments are covered
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