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The Companies Bill 2011 was laid before the parliament in the month of December

2011 and was referred to the parliamentary standing committee on Finance, headed
by Mr. Yashwant Sinha. The standing committee submitted its report in June, 2012.
Based on standing committee recommendation, the Companies bill 2011 was
bill, 2012. The Bill was passed in Lok
approved by the Rajya Sabha on 8

amended and was introduced as the Compani
Sabha on 18 December, 2012 which was fug
August 2013.

e existing Companies act,
Bill, aimed at improving

en regulations for

pany can end only on march 31 and only
are holding/ subsidiary of a foreign entity
requiring consolidation‘@utside India can have a different financial year with

the approval of Tribunal.

+ All existing companies to align their financial year within two years

from commencement of the Act.

+ The maximum number of members in case of private company is increased
from the existing 50 to 200.

+ The concept of small companies has been introduced and the same has been
defined to mean a Company, other than a public Company:
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< having paid-up share capital not exceed fifty lakh rupees- or such
amount, not exceeding rupees five crores, as may be prescribed; or

< Having turnover not exceeding rupees two crores or such amount, not
exceeding rupees twenty crores, as may be prescribed, as per its last

profit and loss account.
+ In case of small company, various relaxations in terms of reporting
requirement, board meetings and procedure for mergers/ amalgamations
have been introduced.

which the holding
1e total share capital
idiary companies.

company exercises
either at its Own

eaning:

Corporate Social Responsibility is the continuing commitment by business to
behave ethically and contribute to economic development while improving the
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quality of life of the workforce and their families as well as of the local community
and society at large.

Inclusion in Financial Statements:

4 The Companies Bill 2012 has proposed that the disclosure of the financial
statements contain inter alia “the details about the policy developed and
implemented by the company on corporate social responsibility initiatives
taken during the year” [Clause 136 (6)

+ Every company having a net worth
crore, will form a “CSR Committee jof
directors of which 1 has to be an inde¢

00 crore or turnover of Rs. 1000
ard”, the board will constitute 3

4 These companies have to spend minimy / : (Average of last
three years) towards icy. e d has to give detailed
reasons for not spen

According to the provisions of Chapter X of the Bill, every company shall, at the first
annual general meeting, appoint an individual or a firm as an auditor who shall hold
office from the conclusion of that meeting till the conclusion of its sixth annual
general meeting and thereafter till the conclusion of every sixth meeting. (Clause
139)
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The Bill provides for compulsory rotation of individual auditors and of audit firm.
No listed company or a company belonging to such class or classes of companies as
may be prescribed, shall appoint or re-appoint-

1: An individual as auditor for more than one term of five consecutive years; and,
2: An audit firm as auditor for more than two terms of five consecutive years.

(Clause 139(2)). Also, enabling provisions for members to resolve rotation of audit
partners and his team are provided in the Bill.

The bill provides for 5-years tenure for audi
Meetings of companies (other than

pointed at Annual General
Companies/ Government

The concept of automatic/re i isti ithout passing any
resolution) at AGM w
introduced.

against the company by officers or employees of the company, he shall immediately
report the matter to the Centra
(Clause 143).

ent within such time as may be prescribed.

In Other Words, the new Comp:s
long suffering auditor. First, Se
him to confirm that he ha

ay Bill inflicts three new mega burdens on to the
3(3) (a) enlarges the role of the auditor by asking
ought and obtained all the information and
explanations which to the best of his knowledge and belief were necessary for the
purpose of his audit'. Second, it creates a direct line of communication between the
auditor and the central government. It's no more a matter of auditors qualifying
balance sheets. If he "has reason to believe that an offense involving fraud is being or
has been committed against the company, he shall immediately report the matter to
the Central Government" [Sec 143(12)] or risk paying a fine up to Rs 25 lakh for
failing to do so [Section 145(15)]. Third and finally, his liabilities for discharging his

Web: www.ada.org.in, mail-office@ada.org.in, info@ada.org.in




role have been substantially enlarged in that Sec 147(2) sends him to jail for a year
with another fine of Rs 25 lakh if he has failed to do his job "knowingly or willfully
with the intention to deceive the company or its shareholders or creditors or tax
authorities"

Auditor not to render certain services (Clause 144)-

An auditor appointed under this Act shall proyide to the company only such other

services as are approved by the Board of Diregtors or the audit committee, as the case
may be, but which shall not include any of wing services (whether such
services are rendered directly or indirectly

subsidiary company or associate company),

: accounting and book
: internal audit;

© XN W

The Bill permits the maintena
in electronic mode (Second Prov

e of books of accounts and other books and papers
to Clause 128(1))

Reopening of Accounts on G or Tribunal’s Order - A company shall not re-
open its books of account and not recast its financial statements, unless an order in
this regard is made by a court of competent jurisdiction or the Tribunal. The
accounts so revised or re-cast shall be final. (Clause 130).

Voluntary Revision of Financial Statements or Board’s Report may be made with
Tribunal’s consent (Clause 131)
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Constitution of National Financial Reporting Authority -

The National Advisory Committee on Accounting Standards (NACAS as introduced
by the Companies Bill 2009) has been renamed National Financial Reporting
Authority (NFRA) and unlike NACAS it is not merely an advisory body.

The mandate of the NFRA is to:

1: make recommendations to the Centra overnment on the formulation and
lying down of accounting and auditing

companies or class of companies or their a

3:  oversee the quality/ of service o i : ted with ensuring
improvement in
quality of services and such othe d; and

4. Perfo

The Directors responsibility
additional declarations related
(Clause 134(5))

atement'in case of listed company shall also include
0 internal financial controls and compliance systems

 DIRECTORS

+ Maximum No. of Directors:
1. Increased from 12 to 15.
2. More than 15 can be appointed by passing special resolution.
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+ Composition of the Board:
1. Certain class of companies to have at least 1 women director.
2. Every company to have at least one director who has stayed for at
least 182 days in India in previous calendar year.
3. Listed Companies to have at least 1/3rd independent directors.

- Maximum Number of Directorship:

1. Increased from 15 to 20.

Includes alternate directon

3. Maximum number of pub
directorship limited to 10 i i ate companies which are

N

ct from the date on
or the date, if any,

First Meeting t
2. Not more than
3. Meetings throug
modes permitted. Also, the recording and storing of the proceedings
of such meetings'should be carried out.

be held within 30 days of incorporation.
20 days to lapse between 2 meetings.
video conferencing and other audio visuals

4. Presence of independent director mandatory in case of meetings
called at shorter notice.
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 DIVIDEND

& Transfer to Reserve: A Company to transfer voluntarily a portion of its profits
to reserve as considered appropriate, before declaration of any dividend.

4 Declaration of Dividend in case of Insufficient Profit: In case of inadequacy or
y can declare dividend out of the

absence of profits in any F.Y., the cq

In case company
current financial

* Appointment: Corx
Key Managerial Personnel. Certain Companies, as may be prescribed, to
mandatorily appoint company secretary. Functions of company
secretary defined in the bill.

any Secretary included within the definition of

& Secretarial Audit: Listed companies to annex secretarial audit report

obtained from a Practicing Company Secretary to the Board's report.
Board to respond to qualifications, made by the Secretary, in the Board's
report.
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4 Secretarial Standards: Secretarial Standards introduced and provided

statutory recognition for the first time. Company Secretary to ensure
that the company complies with the applicable Secretarial Standards.

4 Clertification: For all the companies (except one person companies and

small companies), whether private or public, listed or unlisted, the
annual return has to be signed by either a company secretary in
employment or by a compa etary in practice. This is akin to

compliance certificate u/s 38

Disclosures required in Board's report have been made more
comprehensive. Board's report to include extract of Annual Return,
number of board meetings etc.

Annual return to be made up to end of financial year not up to date of
AGM. Scope of return enlarged to great extent.

All annual returns as stated above to be certified either by company
secretary of the Company or by a Company Secretary in practice.

Annual return to be filed within 30 days of holding of AGM

Every Listed company to file return to ROC regarding changes in
shares held by promoters and top 10 shareholders within 15 days of the
change.
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+ The bill provides for constitution of a National Company Law Tribunal and
National Company Law Appellate Tribunal consisting of combination of
technical and judicial members.

#+ It is provided that every proceeding presented before the Tribunal or appeal
filed before the Appellate Tribunal shall be disposed of expeditiously as
possible and every endeavor shall be made by the Tribunal for the disposal of
the proceeding within 3 months. T nal shall continue the proceeding

in the voting percentage

whether listed or u
Central Government.
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