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Background
The Ministry of Corporate Affairs (MCA) has been issuing various amendments and clarifications to 
the Companies Act, 2013 (the Act) and to the corresponding Rules to remove practical challenges 
faced by companies while implementing certain provisions of the Act. Recently, the MCA has 
amended the following Rules :
 The Companies (Management and Administration) Rules, 2014
 The Companies (Share Capital and Debentures) Rules, 2014
 The Companies (Meetings of Board and its Powers) Rules, 2014. 

Amendments to the above Rules will come into force from the date of publication in the Official 
Gazette. This issue of First Notes summarises the important aspects arising from the amended 
Rules. 
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Amendments to the Companies (Management and Administration) Rules, 2014 (Rules on 
management and administration) - voting through electronic means

Modification in applicability and scope

 Currently under Rules on companies 
management and administration, every listed 
company or a company having not less than 
1,000 shareholders, should provide to its 
members a facility to exercise their right to 
vote at general meetings by electronic means. 

The MCA has amended these Rules and now 
prescribe that every company other than a 
company referred to in Chapter XB (i.e. issue 
of specified securities by small and medium 
enterprises) or Chapter XC (i.e. listing and 
issue of capital by small and medium 
enterprises on institutional trading platform 
without initial public offering) of the Securities 

and Exchange Board of India (SEBI) (Issue of 
Capital and Disclosure Requirements) 
Regulations, 2009 having its equity shares 
listed on a recognised stock exchange or a 
company having not less than 1,000 
members, should provide to its members 
facility to exercise their right to vote on 
resolutions proposed to be considered at 
general meeting by electronic means.

 The amended Rules now specifically provide 
that the provisions of voting through electronic 
means would apply in respect of the general 
meetings for which notices are issued on or 
after the date of commencement of the 
amended Rules.
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Definitions introduced/modified

 The amended Rules have introduced additional 
definitions. They are as follows:

− voting by electronic means includes remote e-voting     
and voting at the general meeting through an 
electronic voting system which may be the same as 
used for remote e-voting.

– remote e-voting means the facility of casting votes 
by a member using an electronic voting system from 
a place other than the venue of a general meeting.

– cut-off date means a date not earlier than seven 
days before the date of a general meeting for 
determining the eligibility to vote by electronic means 
or in the general meeting.

 Currently, the Rules permit companies to use an 
‘agency’ in the process of voting through electronic 
means. However, entities which would qualify as the 
‘agency’ for the purpose of voting through electronic 
means were not prescribed. 

The amended Rules now provide that an ‘agency’ for 
the purpose of voting through electronic means would 
mean the National Securities Depository Limited, the 
Central Depository Services (India) Limited or any other 
entity approved by the MCA or such other entity that has 
obtained the required certificate from the Ministry of 
Communications and Information Technology.

Additional items in the notice of meeting

Companies providing the facility of voting through 
electronic means to their members will now be required to 
specifically state in the notice of the meeting that the:

– facility for voting, either through an electronic voting 
system, ballot or polling paper would also be made 
available at the meeting and members attending the 
meeting who have not already cast their vote by remote 
e-voting would be able to exercise their right at the 
meeting

– members who have cast their vote by remote e-voting 
prior to the meeting may also attend the meeting but 
would not be entitled to cast their vote again.

Norms related to public notice modified

 Under the amended Rules, the public notice by way of 
an advertisement would now required to be published:

– at least once in English language in an English  
newspaper having country wide circulation instead of 
publishing the notice at least once in English 
language in an English newspaper having a wide
circulation in that district

– immediately on completion of dispatch of notices for 

the meeting but at least 21 days before the date of a 
general meeting instead of not less than five days 
before the date of beginning of the voting period
under the current Rules

by the companies providing voting by electronic means.

 The public notice issued by the companies providing 
voting by electronic means by way of an advertisement 
should additionally state:

– the manner in which the company would provide for 
voting by members present at the meeting

– that a member may participate in the general meeting 
even after exercising his right to vote through remote 
e-voting but would not be allowed to vote again during 
the meeting

– a person whose name is recorded in the register of 
members or in the register of beneficial owners 
maintained by the depositories as on the cut-off date 
would be entitled to avail the facility of remote 
e-voting as well as voting in the general meeting.

Timeline for remote e-voting prescribed

The facility for remote e-voting would remain open for not 
less than three days and shall close at 5:00 p.m. on the 
date preceding the date of the general meeting. 

The current Rules, on the other hand, prescribe that the  
e-voting should remain open for not less than one day and 
not more than three days and in all such cases, such 
voting period shall be completed three days prior to the 
date of the general meeting.

Appointment of a scrutiniser and related norms

 Currently, the Rules prescribe a practicing chartered 
accountant/cost accountant/company secretary or an 
advocate, but not in employment of the company and is 
a person of repute could be appointed as a scrutiniser 
by the board of directors to scrutinise that the e-voting 
process is fair and transparent.

Under the amended Rules, the board of directors should 
appoint one or more scrutiniser who may be a practicing 
chartered accountant/cost accountant/company 
secretary or an advocate or any other person who is not 
in employment of the company and is a person of 
repute.

 Under the current Rules, the scrutiniser should, within a 
period of not exceeding three working days from the 
date of conclusion of e-voting period, unblock the votes 
in the presence of at least two witnesses not in the 
employment of the company and make a scrutiniser’s 
report of the votes cast in favour or against to the 
Chairman.
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The above requirements have now been amended to 
provide that, the scrutiniser should:

– immediately after the conclusion of the voting at the 
general meeting, first count the votes

– unblock the votes cast through remote e-voting in the 
presence of at least two witnesses not in the 
employment of the company 

– not later than three days of conclusion of the meeting, 
make a consolidated scrutiniser's report of the total 
votes cast in favour or against, if any, to the Chairman 
or a person authorised by him in writing who should 
countersign the same.

The amended Rules clarify that the manner in which 
members have cast their votes i.e. affirming or negating 
the resolution, should remain secret and not be available 
to the Chairman/scrutiniser/any other person till the 
votes are cast at the meeting.

 Currently, the results of the meeting declared along with 
the scrutiniser‘s report is required to be placed on the 
website of the company and on the website of the 
agency within two days of passing of the resolution at 
the relevant general meeting of members.

Under the amended Rules, the results declared along 
with the scrutiniser’s report is required to be placed on 
the website of the company, if any, and on the website of 
the ‘agency’ immediately after the result is declared by 
the Chairman. 
Companies whose equity shares are listed on a 
recognised stock exchange should simultaneously, 
forward the results to the concerned stock exchange and 
such stock exchange should place the results on its 
website.

 The amended Rules also prescribe that for the purpose 
of ensuring that members who have cast their votes 
through remote e-voting do not vote again at the general 
meeting, the scrutiniser would have access after the 
closure of period for remote e-voting and before the start 
of general meeting certain details relating to members 
such as their names, folios, and such other information 
that the scrutiniser may require, who have cast votes 
through remote e-voting but not the manner in which 
they have cast their votes.

 The resolution would be deemed to be passed on the 
date of relevant general meeting on receipt of requisite 
number of votes. The requisite number of votes would be 
the votes required to pass the resolution as the ‘ordinary 
resolution’ or the ‘special resolution’, as the case may 
be, under section 114 of the Act.

Amendments to the Companies (Share Capital and Debentures) Rules, 2014 (Rules on share capital 
and debentures)

Relaxations for preferential offers

Currently, Rule 13(1) on share capital and debentures 
permits a company to issue shares on a preferential basis 
if compliance with following requirements have been made:

– section 62(1)(c) of the Act i.e. price of shares has 
been determined by a registered valuer and the issue 
is authorised by a special resolution

– section 42 of the Act which deals with the provisions 
on private placement of securities

– rule 14(3) of the Companies (Prospectus and 
Allotment of Securities) Rules, 2014 which requires 
that the company should maintain a complete record 
of private placement offers in Form PAS-5. 

The proviso to Rule 14(3) provides that a copy of such 
record along with the private placement offer letter in 
Form PAS-4 should be filed with the Registrar, along 
with the prescribed fee and where the company is 
listed, with the SEBI within a period of 30 days of 
circulation of the private placement offer letter.

The MCA has amended the above Rules which provide 
that the requirements of Rule 13(1) of the Rules on shares 
and debentures and proviso to the  Rule 14(3) of the 
Companies (Prospectus and Allotment of Securities) 
Rules, 2014 will not apply to a preferential offer made to 
one or more existing members only.

Requirements relating to creation of charge/mortgage 
liberalised
 Currently, Rule 18(1)(d) on share capital and debentures 

requires that security for debentures by way of a 
charge/mortgage should be created in favour of the 
debenture trustee:

i. on any specific movable property of the company (not 
being in the nature of pledge); or.

ii. on any specific immovable property wherever   
situate, or any interest therein.

The above Rule has been amended and the term 
‘not being in the nature of pledge’ as mentioned above  
has now been deleted in the amended Rules. 

Additionally, a proviso has been added (i) above which 
mentions that a non-banking financial company may 
create a charge or mortgage on any of its movable 
property while issuing secured debentures.

 Also, following proviso have been added below (ii) 
above:

– The requirement for creation of charge shall not 
apply to issue of debentures by a government 
company which is fully secured by the guarantee 
given by the central government or one or more state 
government or by both.

– In case of any loan taken by a subsidiary company 
from any bank or financial institution the charge or 
mortgage may also be created on the properties or 
assets of the holding company.
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The bottom line

The amendments to the rules issued by the MCA are a welcome step as companies in India prepare to report on their 
full year financial statements for the year ending 31 March 2015. Some more work remains to be done and we could 
expect that further clarifications and amendments will be required in the coming weeks on other aspects relating to the 
implementation of the Act.

Our comments

 Continuing its endeavor to toughen corporate governance norms, the MCA has prescribed amendments to certain 
Rules to the Act. Reforms in voting through electronic means e.g. introduction of the concept of remote e-voting, 
extension in e-voting period and cut-off date for determining the member who would be eligible to vote is expected 
to go a long way in empowering shareholders’ rights. The MCA has also prescribed adequate safeguards, wherever  
felt necessary, in order to ensure fair and uninfluenced voting though electronic means.

 The amendment relating to creation of pledge on moveable property of the company and raising of loan by creating 
a charge/mortgaging the property or assets of the holding company is a welcome step and in line with business 
needs and practices.

 Removal of employees of the associate from the definition of ‘employees’ for the purpose of employee stock options 
under the Act, will not affect listed companies as these employees are considered as employees under the SEBI 
(Share Based Employee Benefits) Regulations, 2014.

 While the amended rules on meetings of board and its powers indicate that a board resolution is not required for the 
approval of financial results, section 179(3)(g) of the Act still requires financial statements to be approved by the 
board of directors in a board meeting.

Powers of the board: procedures relaxed

Currently, Rule 8 on meetings of board and its powers 
requires that certain powers could be exercised by the 
board of directors only by means of resolutions passed at 
its meetings. The MCA has amended these Rules and now 
permits occurrence of following events without passing any 
resolution in the board:

 taking note of appointment or removal of one level below 
the key management personnel

 taking note of the disclosure of director‘s interest and 
shareholding

 buying, selling of investments held by the company 
(other than trade investments), constituting five per cent 
or more of the paid up share capital and free reserves of 
the investee company

 invitation/acceptance/renewal of public deposits and 
related matters

 review or change in the terms and conditions of public 
deposit

 approval of quarterly or half yearly and annual financial 
statements or financial results as the case may be.

Amendments to the Companies (Meetings of Board and its Powers) Rules, 2014 (Rules on meetings of 
board and its powers)

Amendment allows certain securities not to comply 
with Rules on share capital and debentures

The amended Rules allow certain securities to be outside 
its scope. Hence, these securities are not required to 
comply with these Rules. They are as following:

– commercial paper or any other similar instrument 
issued in accordance with the guidelines or regulations 
or notification issued by the Reserve Bank of India, 

– foreign currency convertible bonds or foreign currency 
bonds issued in accordance with the Foreign Currency 
Convertible Bonds and Ordinary Shares (Through 
Depository Receipt Mechanism) Scheme, 1993 or 
regulations or directions issued by the Reserve Bank of 
India unless otherwise provided in such scheme or 
regulations or directions.

Other key amendments

 Company secretary appointed under the provisions of 
the Act would no longer be considered as ‘deemed’ to 
be authorised to issue share certificates under the 
common seal of the company.

 Listed companies are now permitted to issue 
duplicate share certificates within 45 days instead of 
15 days from the date of submission of complete 
documents to the company.

 Employees of the associate companies are no longer 
covered in the definition of employees for the  
purpose  of employee stock option scheme.

 Debenture trust deed in favour of debenture trustees 
should now be issued within three months of the 
closure of the issue or offer instead of 60 days of 
allotment of debentures.
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The February 2015 edition of the Accounting and Auditing Update captures the recent notification by the Ministry of Corporate
Affairs on the timeline for adoption of Indian Accounting Standards (Ind AS) in India and release of the 39 Ind AS . We have
provided an overview of the revised drafts ICDS (2015) that will help determine taxable income.

This month we discussed some of the issues faced by the Not for Profit Organisations and assess sector specific accounting,
tax and regulatory requirements. As is the case each month, we cover key regulatory developments during the recent past and
also highlighted the salient aspects of the recently issued exposure draft on the ‘frequently asked questions’ on the provisions
of the Corporate Social Responsibility by the Institute of Chartered Accountants of India.

IFRS Notes
IFRS convergence – a reality now! MCA notifies Ind AS standards and implementation roadmap

This issue of our IFRS Notes provides a high level analysis of the much awaited Indian Accounting Standards (Ind AS) that
are converged with International Financial Reporting Standards (IFRS), which was finally notified by the Ministry of Corporate
Affairs on 16 February 2015.

The notification of these IFRS converged standards fills up significant gaps that exist in the current accounting guidance, and
India can now claim to have financial reporting standards that are contemporary and virtually on par with the best global
standards. This will in turn improve India’s place in global rankings on corporate governance and transparency in financial
reporting.

With the notification of 39 Ind AS standards together with the implementation roadmap, coupled with the progress made on
finalising the Income Computation and Disclosure Standards (ICDS), the government has potentially addressed several
hurdles which possibly led to deferment of Ind AS implementation in 2011.

Companies should make an impact assessment and engage with all stakeholders, both internal and external, to deal with their
respective areas of impact and ensure a smooth transition.

Missed an issue of Accounting and Auditing Update or First Notes?

The information contained herein is of a general nature and is not intended to address the circumstances of any particular individual or entity. Although we endeavour to provide accurate and timely 
information, there can be no guarantee that such information is accurate as of the date it is received or that it will continue to be accurate in the future. No one should act on such information without 
appropriate professional advice after a thorough examination of the particular situation.
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Introducing KPMG in India IFRS Institute

KPMG in India is pleased to re-launch IFRS Institute - a web-based platform, which seeks to act as a one-stop site for
information and updates on IFRS implementation in India.

The website provides information and resources to help board and audit committee members, executives, management,
stakeholders and government representatives gain insight and access thought leadership publications on the evolving global
financial reporting framework.

KPMG in India is pleased to present Voices on Reporting – a monthly series of knowledge sharing calls to discuss 
current and emerging issues relating to financial reporting.

On 18 March 2015, we covered the following topics : 
(1) Overview of section 143(12) of the Companies Act, 2013
(2) Persons covered for reporting under Section 143(12) of the Companies Act, 2013
(3) Reporting on frauds in various scenarios.

The MCA clarifies applicability of lending norms on loans and/or advances to employees

The Ministry of Corporate Affairs (MCA) has been issuing various amendments and clarifications to the Companies Act, 2013 
(the Act) and the corresponding Rules to remove hardships faced by companies while implementing certain provisions of the 
Act.
The MCA has received a number of references seeking clarification on the applicability of section 185 and 186 of the Act 
relating to grant of loans and/or advances by companies to their employees. 
Our First Notes summarises the important aspects arising from the general circular issued by the MCA on 10 March 2015. 
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