Remaking of Companies Act, 2013

The new Narendra Modi government has made as many as 16 amendments to the Companies Act
2013 piloted by the previous UPA government. The changes follow severe criticism of the law that
some experts said had become “draconian' in its attempt to prevent a Satyam Computers type of
fraud. In addition to the amendment, there were eight orders for removal of difficulty and several
changes in rules through over 45 circulars. ET Explains
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Amendments Orders for removal Clrculars for Amendments
to the Act « of difficulty clarification in rules
Facilitate the ease of A panel 40% of the Companies
doing business in India will be Act yet to be

Soften some of the set up to implemented (Most
harsh provisions of review of the provisions

the Iav? the Act stuck due to NCLT)

NO POTA TYPE
PROVISION

2013 law denied
bail in cases

of corporate
misconduct

Bail restriction
only in case any of
serious fraud under
Section 447. This
section includes
imprisonment up to
a period of 10 years

' ORDERS FOR REMOVAL OF DIFFICULTY & CLARIFICATIONS

Entrepreneurs will be able to
incorporate one company by
filing just one form. To reduce
the time in setting up business

Companies can now offer loans to
their employees at low interest
rates as the government has
relaxed conditions related to loan
threshold and interest rate
in Act

Managerial
remuneration norms
liberalised. Listed
companies and their
subsidiaries to fix
salary and benefits of
key executives without
the government’s prior
approval,

Unlike in 2013 law, banks, insurance
and housing finance companies will

no longer have to seek approval from
shareholders before acquiring equity in
companies.

A company (other than a public
company) shouldn't have paid-up
capital exceeding
than %50 lacs and the
turnover shouldn't
be more than 12
crore. Earlier only
one condition had to
be met
Companies raising
public deposits can
do it without taking
deposit insurance till
March 31, 2016.

The Economic Times, New Delhi, 4th June 2015

g THE BIG CHANGES

O CHANGE

WHAT IT MEANS
O Certificate of commencement
not required for firms
Cutting down on paper work, it
will reduce the time for setting
up business

(O Threshold for fraud reporting
Only significant frauds need to
be reported. Government yet to
finalise the threshold

O Ordinary resolution instead
of special resolution for
approval of related party
transactions

Getting shareholder's approval
made easier. Another measure
to improve ease of doing
business.

O omit the requirement for
minimum paid-up share
capital for companies
Improve ease of doing business.

) Winding up cases to be heard
by two-member bench

Will improve the resolving
insolvency framework.

O Audit panel can give
omnibus nods for related
party transactions

Align Companies Act with listing
agreement

O Prohibiting public inspection
of board resolutions

Protect confidentiality of ideas
and commercial information

O Specific punishment for
deposits accepted

To ensure severe punishment
for companies raising illegal
deposits

O Special courts to try only
severe offences

So that companies don't get
punished for unintentional lapses

? Making common seal

)

optional
For ease of doing business



